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Abstract 

The banking and insurance industry have changed rapidly in the 
changing economic environment throughout the world. In the 
competitive and liberalized environment everyone is trying to do 
better than others and consequently survival of the fittest has 
come into effect. Multichannel distribution and marketing of 
insurance will be the smart strategy that continues to pay an 
important role in distribution. The objective of this paper is to 
show the present status of BANCASSURANCE and how it is 
gaining worldwide acceptance. This paper concentrates on the 
concept of BANCASSURANCE, importance, distribution 
channel and of BANCASSURANCE. We will also see why in 
Indian insurance it is emerging as a strategic management tool.   
Keywords: Distribution Channel, Objective of 
BANCASSURANCE. 

Introduction 

The business of banking around the globe is changing due 
to integration of Globe financial markets, development of 
new technologies, universalization of banking operations 
and diversification in non banking activities. Due to all 
these movements, the boundaries that have kept various 
financial services separate from each other have vanished. 
The coming together of different financial services has 
provided synergies in operation and development of new 
concepts-BANCASSURANCE. 

BANCASSURANCE in its simplest form is the 
distribution of insurance product through a bank’s 
distribution channels. In concrete term, 
BANCASSURANCE, which is also known as 
‘ALLFINANZ’ (IN GERMAN) describes a package of 
financial services that can fulfill both banking and 
insurance needs at the same time. It takes in various forms 
in various countries depending upon the demography and 
economic and legislative climate of that country. 
Demographic profile of the country decides the kind of 
products. BANCASSURANCE shall be dealing in with 
economic situation. It will determine the trend in terms of 
turnover, market share etc. where as legislative climate will 
decide the periphery within which the 
BANCASSURANCE has to operate. 

The motives behind BANCASSURANCE also vary. For 
Banks it is a means of product diversification and a source 
of additional fee income.  Insurance company sees 
BANCASSURANCE as tool for increasing their market 
penetration and premium turnover. The customer sees 
BANCASSURANCE as a bonanza in terms of reduced 
price, high quality of product and delivery at doorsteps. 
Actually, everybody is a winner here. 

Objective of BANCASSURANCE 

There are many objectives why banks should seriously 
consider BANCASSURANCE:  

1. The main objective of BANCASSURANCE is 
increased return on assets (ROA). One of the best 
ways to increase ROA, assuming a constant assets 
base, is through fee income. Banks that build fee 
income can cover more of their operating 
expenses, and one way to build fee income is 
through the sale of insurance products 

2. Bank’s branch network allows the face to face 
contact that is so important in the sale of personal 
insurance. 

3. Bank’s have access to multiple communication 
channels, such as statement inserts, direct mail, 
ATMs and telemarketing etc. Banks proficiency 
in using technology has resulted in improvements 
in transaction processing and customer service. 

4.  Banks that effectively cross sell financial 
products can leverage their distribution and 
processing capabilities for profitable operating 
expenses ratio. 

5. Banks also have much lower distribution costs 
than insurance companies and trust are the fastest 
emerging distribution channel. 
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Benefits of BANCASSURANCE 

1)  Benefits to Banks: 

* Productivity of the employees increase. 

* Generation of additional profits 

* Staff will be motivated through financial and other 
incentives. 

* Retention of “existing” and acquisition of “new” 
customers. 

* By providing customers with both the services under one 
roof, they can improve overall customer satisfaction. 

* Increase in return on assets by building fee income 
through the sale of insurance product. 

2) Benefits to Insurers: 

• Generation of additional sales. 

• Increase in profits. 

• Additional funds for investments. 

• Insurers can exploit the banks wide network of 
branches for distribution of product.  

• Insurance companies can also get access to 
ATMs and other technology being used by the 
banks. 

• The product can be customized as per the needs 
of the customers. 

3) Benefits to Customers: 

• Easy access for claims, as bank is a regular 
visiting place for a customers. 

• Innovative and better product ranges and 
products designed as per the needs of customers. 

• Product innovation and distribution activities are 
directed towards the satisfaction need of the 
customers.  

• BANCASSURANCE model assists customers in 
terms of reduction price, diversified product 

quality in time and service at their doorstep by 
banks. 

• Any new insurance product routed through the 
BANCASSURANCE channel would be well 
received by customers. 

BANCASSURANCE Distribution 
Channels 

Recently BANCASSURERS have been making use of 
various distribution channels. They are: 

1. Career Agent: They are full time commissioned 
sales personnel holding an agency contract. They 
are generally considered to be independent 
contractors. Consequently an insurance company 
can exercise control only over the activities of the 
agent which are specified in the contract. 

2. Special advisers: They are highly trained 
employees usually belonging to the insurance 
partner, who distributes insurance product to the 
bank’s corporate clients. Usually special advisors 
are paid on a salary basis and they receive 
incentive compensation based on their sales. 

3. Salaried Agents: Salaried agents are an 
advantage for the BANCASSURERS because 
they are under the control and supervision of 
BANCASSURERS. This agent shared the mission 
and objectives of the BANCASSURERS. 

4. Bank employees: Platform Bankers are bank 
employees who spot leads in the banks and gently 
suggest the customer to walk over and speak with 
an appropriate representative within the bank. The 
platform banker may be a teller or personal loan 
assistance. 

5. Corporate Agencies and Brokerage Firms: 
There are a number of banks who corporate with 
the independent agencies or brokerage firms while 
some other banks have found corporate agencies. 
The advantage of such arrangement is the 
availabilities of specialist needed for complex 
insurance matters and through these arrangements 
the customers get good quality services. 

6. Direct Response: In this channel, no salesman 
visits the customer to induce a sale and no face-to-
face contact between consumer and seller occurs. 
The consumer purchases products directly from 
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the bancassurer by responding to the company’s 
advertisement, mailing and telephone offers. 

7. Internet: .Internet banking is already securely 
established as an effective and profitable basis for 
conducting banking operations. Bancassurers can 
feel confident that internet banking will also prove 
an efficient vehicle for cross selling of insurance 
saving and protection product. 

8. E-Brokerage: Banks can open or acquire an e-
brokerage arm and sell insurance products from 
multiple insurers. The advantage of this medium 
is scale of operation, strong brands, easy 
distribution and excellent synergy with the 
internet capabilities. 

BANCASSURANCE-A SWOT Analysis 

Even though banks and insurance companies in India 
are yet to exchange their wedding rings . 
BANCASSURANCE as the means of distribution of 
insurance product is already in force in some form or the 
other. Banks are selling Personal accident and Baggage 
insurance directly to their credit card members as a value 
addition to their products. It is therefore essential to have a 
SWOT analysis in the context of BANCASSURANCE 
experiment in India. 

Strength: 

• Banks also enjoy a wide network of branches, 
even in the remotest areas that can facilitate up 
the task on a large and massive scale, 
simultaneously. 

• Banks are very large well aware with the 
psychology of the customers because of their 
interaction with the customers on regular basis. 

• People rely more upon LIC and GIC for taking 
insurance. If the product LIC and GIC are 
provided through BANCASSURANCE, it would 
be an added advantage to the insurance 
companies. 

• Other than all these things, there is a huge 
potential for insurance sector, as the population 
of India is high and a large part of its has 
remained untapped till now. So this can create an 
added advantage for both banks and insurers. 

 

Weakness: 

• To undertake the distribution of the insurance 
product, the bank employee have to undergo 
certain minimum period of training, followed by 
a test and then get themselves licensed. Moreover 
the standards of the examination have been raised 
in the maximum past making it difficult to many 
examinee to clear the same. 

• There are many differences in the way of 
thinking and business approaches of bankers and 
the managers of insurance companies. Banks are 
traditionally “demand-driven” organization with 
the reactive selling philosophy. Insurance 
organizations are usually “need-driven” and have 
to aggressive selling philosophy. 

•   The visit of a customer to the bank is to have a 
single transaction like deposits or withdrawal. 
Busy customers will have no time to have a 
discussion on the long term durable purchase like 
insurance across the counter. Also, the visits in 
urban or metro branches are going to be fewer 
because of ATM’s and e-banking. 

Opportunities: 

• There are many people in many areas that are 
still unaware about the insurance products and 
are waiting that somebody should come and give 
them the information about it. 

• In urban and metro areas, where the customers 
are willing to get many services like lockers and 
safe deposits systems and other products and 
services from banks, there is a good opportunity 
to market many property related general 
insurance policies like fire insurance, burglary 
insurance and medi-claim insurance etc. 

• Banks in their in normal course of function lend 
finance in the form of loans for cars, or for 
buying a house to client etc.  They can take 
advantage of this by cross selling the insurance 
products and combine it as a package. 

Threats: 

• Insurance in India is perceived more as a saving 
option than providing risk cover. So this may 
create an adverse filling in the minds of the 
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bankers that such product may lessen the sales of 
regular bank saving products. Also selling of 
investment and good return products may affect 
the FD portfolio of the banks. 

• The most common obstacles to success of 
BANCASSURANCE are poor manpower 
management, lack of a sale culture with in the 
bank, no involvement by the branch manager, 
Insufficient product promotion, failure to 
integration marketing  plan, marginal database 
expertise, poor sales channel linkages, inadequate 
incentives, resistance of change, negative 
attitudes towards insurance and unwieldy 
marketing strategy. 

BANCASSURANCE in India 

The Indian insurance industry is growing fast. 
Banks and insurance companies see 
BANCASSURANCE as the answer to the Indian 
retail financial industry’s future income. The 
banks in India have a client base of close to 100 
million and therefore are an ideal case for 
carrying BANCASSURANCE forward. A unique 
aspect will be predominance of rural bank 
branches in sales processes and the closeness of 
the bank staff with customer in general in the 
rural pockets.   

BANCASSURANCE in India is a very new 
concept, but is fast gaining ground in India. The 
banking and insurance sector are regulated by 
two different entries and BANCASSURANCE 
being the combination of two sectors come under 
the purview of both the regulations. The IRDA 
guidelines for the BANCASSURANCE are- each 
bank that sells insurance must have a chief 
insurance executive to handle all the insurance 
activities. All the people involved in selling 
should undergo mandatory training at an institute 
accredited by IRDA and pass the examination 
conducted by the authority. Commercial banks, 
cooperative banks and regional rural banks may 
become corporate agents for one insurance 
company.  Banks can not become insurance 
broker. 

BANCASSURANCE in India Has Just Taken A 
Flying Start. It Has A Long Way To Go After All 
The Sky Is The Limit. 

Conclusion 
 
In this paper, we discuss the concept of 
BANCASSURANCE, importance of 
BANCASSURANCE, BANCASSURANCE distribution 
channel and SWOT analysis. We conclude that success of 
BANCASSURANCE would mostly depend on how well 
insurers and banks understand each other business and 
seize the opportunities presented, weeding out differences 
that are likely to crop up. Success of BANCASSURANCE 
and the company adapting this route will depend on the 
flexibility and integrating the two cultures. 
Banks and insurance company should apply all the skills 
and potential in this area and take advantage in the same 
and they should improve the products from time to time 
according to the needs of customers.           
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