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The insurance industry in India is primarily human-intensive, and the business is managed by a 
large number of agents or advisors. This article identifies the factors responsible for attrition of  
individual agents of life insurance companies in India and explores its implications for these  
companies. The study draws and builds on findings from the primary survey of individual agents 
and senior officials of public and private life insurance companies in the country. The article posits 
fuzzy logic theory to estimate the attrition index. Some of the mitigation measures of agent attrition 
are proposed, which provide an initial assessment of the extent to which these can be applied in the 
Indian context. 
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THE insurance industry of any country acts as the back-
bone of its financial risk management system. The life  
insurance companies help in providing risk cover,  
investment and tax planning for individuals. The history 
of insurance as a method of transferring or distributing 
the risk in an economy was practised by Chinese and Ba-
bylonian traders in the 3rd and 2nd millennia BC. At 
present, it is 198 years old and in the fourth phase of its 
existence. Starting with initial two phases of the Indian 
insurance industry, there were more than 200 life insur-
ance companies before the two nationalizations happened 
in 1956 and 1971. In 1956, The Government of India, 
brought together over 240 private life insurers and provi-
dent societies under one nationalized monopoly corpora-
tion and thus the Life Insurance Corporation (LIC) was 
born. 
 Over the next few decades in India, LIC was the only 
agency providing life cover, with consumers having no 
other choice. Similarly, the individual agents of LIC had 
no competition other than competing among themselves 
(note 1). The entire scenario has changed in the post-
liberalization era, when more number of agencies entered 
into the life insurance industry; also, there was the 
inclusion of new channels for sale. This has resulted in 
not only a significant increase in the availability of  
choices for the consumer, but also competition among the 
agents. 

 Traditionally, insurance companies in India are human-
intensive, and the business is managed by a large number 
of insurance agents or advisors. All insurance companies 
have an agency building distribution strategy under which 
they recruit, train, finance and supervise their agents or 
advisors. For decades, this agency system was the only 
distribution channel for insurance in the country. The  
Indian insurance sector has experienced the development 
of multiple distribution channels over the last two dec-
ades. Intensified competition, rising agent costs, and 
product transformation have driven insurers to seek for 
more efficient approaches to operate in the market1. 
 Insurance companies no longer rely solely on traditional 
channels such as agents and brokers, but have also deve-
loped alternate channels such as bancassurance, 
teleassurance, shopaasurance, and e-commerce market-
ing, among others. Despite the multiple alternatives 
available in insurance business, individual agents still 
dominate the premium contribution in India at 64% of the 
total premium contribution in 2015. Although this figure 
has substantially decreased from 82% in last the 10 years, 
one of the main reasons for this domination of individual 
agents is the low levels of financial literacy in the country 
(note 2). Conventionally, in India, it is believed that 
through an individual agent, personal contact, bonding 
and relationship can be established with the customers. 
The direct channel has a major impact on the distribution 
landscape, as customers become the focal point for every 
transaction and sale. Due to personal contact, individual 
agents can also provide valuable information and feed-
back about the need and expectation of consumers. It is 
assumed that it is always beneficial to the customers that 
explanation by an experienced agent goes a long way in 
understanding the features of the insurance product. The 


