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INTRODUCTION



India is a country having 16% of the world’s population, but its total expenditure 

of $18 billion on health as on 1990 was only 1 % of the world’s total. The per capita 

health expenditure of India is only $ 21 (1990). Increase in the cost of medicines, 

hospital services has made the people of the middle income and lower income 

segments to depend more on Government’s plan outlay. But in the last two decades, 

health has been getting a shrinking share of plan outlay of the Government from 3.3% 

in 1952, when the population was low, to 0.9% in 1999, when it was high. For a 

country where 15% of the population has no access to health services and 52% of the 

population Below Poverty Line (BPL), earning less than $1 per day', this does not 

augur well. In the light of liberalisation of insurance industry, insurance is expected to 

play vital role in minimising the gap between increasing treatment costs and budget

deficiencies.

Insurance plays a vital role in stabilisation and growth of economy of all 

countries especially the developing countries. Economy of a nation, being dynamic in 

nature, is subjected to changing political atmosphere, technical environment and 

consumer preference thus exposing all assets under the sun including the human 

assets to various risks. The mechanism of insurance assures the safeguard of 

economy by making the people facing the risk come together and form a common 

platform. It contributes to social stability by permitting individuals to minimise 

financial stress and worry. It reduces the financial burden of the state of caring for the 

aged and for those made financially destitute because of death of a family

CHAPTER I

INTRODUCTION

Human Development Report (HDR) -1998



breadwinner. It acts instrumental in tlie form of small savings leading to 

accumulation of large sums, which can be invested in public / private sector thus 

helping the economy by creating a source of financing for new businesses, for new 

homeowners, and for farmers and their equipment.

Insurance can be classified as either private or government insurance. Private 

insurance, in turn, can be classified into life and health insurance and property and 

liability insurance. Government insurance can be classified into social msurance 

programs and all other government insurance plans.

Importance of Health Insurance among other forms of Insurance

As mentioned earlier, risk exists in all walks of life and in all forms. Every risk 

involves the loss of one or other kind. Of the various losses, loss of health is 

considered to be the most serious loss. An olden Tamil proverb says ‘ noyatra vazhve 

kuraivatra selvam” which means, “Healthy life is wealthy life” . Needless to mention 

further, insuring against the risk of health means indirectly covering all other risks. 

Thus all the countries pay more attention to the health of their citizens and form 

separate ministry functioning for health. But the focus towards health care status and 

incidence of diseases varies from one nation to another. Though the tocus of the 

project is over health insurance, health care status and incidence of diseases have 

direct impact over the health insurance status. Hence, it is important to know about 

the health care and health care financing status in India.

Distinctive Nature of Health Insurance

Health Insurance is a complex subject and can be said that it is not a pure form 

of insurance by its nature, unlike life insurance. It is not indemnity msurance, as
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health insurance cannot bring back the lost health and it cannot make good all the 

losses pertaining to health and related expenses. It is also very diflicult to estimate the 

impact of health. Health Insurance also depends upon the other sectors like hospitals, 

health care, pharmaceutical etc. for effective functioning. The influence of changes in 

other sectors impact heavily on health insurance and hence pricing of health insurance 

products largely depend upon the functions of other sectors.

Health Insurance cannot be considered as wholly a life insurance subject or a 

general insurance subject. Normally life insurance companies are very particular to 

see whether insurable interest exists at the time of purchase of the policy but non-life 

insurers will see the same only at the time of claim of the policy. For example, if a 

person takes out a policy on her husband’s life and later gets a divorce, she is entitled 

to the policy proceeds upon the death of her former husband if she has kept the 

insurance in force as the insurance company will see whether the insurable interest 

exist at the time of inception of the contract. But in general insurance, the insurable 

interest must exist at the time of loss. For example, if a person say X, has insured his 

home and sold his home to Y after some time. If fire occurs, X cannot collect the 

claim, as he no longer has insurable interest in the property. Similarly, Y also cannot 

claim, as he is not named as an insured under the policy. But in health insurance, the 

principle of insurable interest is seen both during the inception of the policy and also 

during claim. Moreover, health insurance covers the features of life insurance and also 

general insurance. This is the reason why both life and general insurance companies 

deal with health insurance. In India, life insurance companies have not entered into 

health insurance segment except offering critical illness riders. There are plans lor 

entering health insurance full-fledged by life insurers in the near future.



Since independence, the healtii care system in India has been expanded and 

modernised considerably, with dramatic improvements m hfe expectancy and the 

availabiUty of modern heaUh care facilities and better training ot medical personnel.

At the same time, however, much remains to be done with respect to the accessibility, 

efficiency and quality of the health delivery system. ‘Health for all’ has been seen as 

the central assumption of the health sector debate, thus making the government the 

central player. Though ‘health for all’ objectives are laudable, the overwhelming 

focus on a public health care delivery system appears somewhat unrealistic, 

particularly in view of the fact that health spending in India is mostly private.

Health Care Financing -Public Health Investments in India

The public health investment in the country over the years has been 

comparatively low, and as a percentage of Gross Domestic Product (GDP) has 

declined from 1.3 percent in 1990 to 0.9 percent in 1999. The aggregate expenditure 

in the Health sector is 5.2 percent of the GDP. Out of this, about 17 percent of the 

aggregate expenditure is public health spending, the balance being out-of-pocket 

expenditure. The central budgetary allocation for health over this period, as a 

percentage of the total Central Budget, has been stagnant at 1.3 percent, while that in 

the States has declined from 7.0 percent to 5.5 percent. The current annual per capita 

public health expenditure in the country is no more than Rs. 200. Given these 

statistics, it is no surprise that the reach and quality of public health services has been 

below the desirable standard. Under the constitutional structure, public health is the 

responsibility of the States. In this framework, it has been the expectation that the 

principal contribution for the funding of public health services are Irom the resources 

of the States, with some supplementary input from Central resources. In this 

backdrop, the contribution of Central resources to the overall public health funding



has been limited to about 15 percent. The fiscal resources of the State Governments 

are known to be very inelastic. This is reflected in the declining percentage of State 

resources allocated to the health sector out of the State Budget. If the decentralised 

pubic health services in the country are to improve significantly, there is a need for 

the injection of substantial resources into the health sector from the Central 

Government Budget. This approach is a necessity, despite the formal Constitutional 

provision in regard to public health, if the State public health services, which are a 

major component of the initiatives in the social sector, are not to become entirely 

moribund. The NHP-2002 has been formulated taking into consideration these ground 

realities in regard to the availability of resources.

Health Care Financing- by Individuals

Unlike in developed countries, Indians lack the sense of preventive health care 

and health consciousness. As a result, they face financial burden in the form of out-of- 

pocket expenses to pay for curative health care. These financial burdens are 

pervasive, and both contribute to many other problems, which face India’s health care 

delivery system and are reinforced by them. Evidence indicates that Indians tend to 

use health care services more frequently; this is from the demand side.

Supply-side reasons include greater availability of health practitioners both 

because of the several branches of medicine unique to India and because of the easy 

and almost unregulated entry of a very large number of private practitioners in each of 

these branches every year. However, these reasons can at best be a small part of the 

explanation. Howsoever, easily available health care means, no rational consumer is 

expected to spend large amounts of his or her income without very good reasons tor 

it. Excessive financial burdens on households arise for a variety of reasons. At one



level, they can be blamed on India’s public health care system, which is under tunded 

and suffers from quality and access problems, forcing consumers to visit the private 

and relatively more expensive treatments. Recent household-level studies on 

utilisation of health care indicate that even public care is not all that ‘free’ after all: 

there are many incidental expenses that consumers have to bear on their own.

Also, consumers are either not insured or are insured inadequately tor their 

health care expenses which require flamboyant insurance marketing tor meeting such

needs.

Insurance Market in India

The insurance sector in India has come a full circle, from being an open 

competitive market to nationalisation and back to a liberalised market again. Tracing 

the developments in the Indian insurance sector reveals the 360-degree turn witnessed 

over a period of almost two centuries.

The business of life insurance in India in its existing form started in India in the 

year 1818 with the establishment of the Oriental Life Insurance Company in Calcutta. 

In 1912, The Indian Life Assurance Companies Act enacted as the first statute to 

regulate the life insurance business. In 1928, the Indian Insurance Companies Act 

enacted to enable the government to collect statistical information about both life and 

non-life insurance businesses. In 1938, the earlier legislation was consolidated and 

amended to by the Insurance Act with the objective of protecting the interests of the 

insuring public. In 1946, 245 Indian and foreign insurers and provident societies were 

taken over by the Central Government and nationalised. LIC formed by an Act ot 

Parliament, viz. LIC Act, 1956, with a capital contribution of Rs. 5 crore from the 

Government of India. The general insurance business in India, on the other hand, can



trace its roots to the Triton Insurance Company Ltd., the first general nisurance 

company established in the year 1850 in Calcutta by the British. Some important 

milestones were developed in the twentieth century, hi 1907, The Indian Mercantile 

Insurance Ltd. set up, the first company to transact all classes of general insurance 

business. In 1957, General Insurance Council, a wing of the Insurance Association of 

India, framed a code of conduct for ensuring fair conduct and sound business 

practices. In 1968, The Insurance Act was amended to regulate investments and set 

minimum solvency margins and the Tariff Advisory Committee (TAC) set up. In 

1972, The General Insurance Business (Nationalisation) Act 1972 nationalised the 

general insurance business in India with effect from January 1973. 107 insurers 

amalgamated and grouped into four companies viz. the National Insurance Company 

Ltd., the New India Assurance Company Ltd., the Oriental Insurance Company Ltd. 

and the United India Insurance Company Ltd., General Insurance Corporation (GIC) 

incorporated as a company. In 1999, insurance industry was liberalised again 

allowing new companies to participate.

Insurance Sector Reforms

In 1993, Malhotra Committee, headed by former Finance Secretary and RBI 

Governor R.N. Malhotra, was formed to evaluate the Indian insurance industry and 

recommend its future direction. The Malhotra committee was set up whh the 

objective o f complementing the reforms initiated in the financial sector. The refomis 

were aimed at “creating a more efficient and competitive financial system suitable for 

the requirements of the economy keeping in mind the structural changes curremly 

underway and recognising that insurance is an important part o f the overall fmancial 

system where it was necessary to address the need for similar reform s...” It strongly 

recommended that the Insurance Act should be changed allowing private players into



the market and a regulatory body should be set up and made mdependent statutory 

body.

Reforms in the insurance sector were initiated with the passage of the Insurance 

Regulatory and Development Authority (IRDA) Bill in Parliament in December 1999. 

The IRDA since its incorporation as a statutory body in April 2000 has fastidiously 

stuck to its schedule of framing regulations and registering the private sector 

insurance companies. Many private insurers entered into life and general insurance 

business. But to its disappointment, no specific Health Insurer entered mto India. 

Though it is felt that good market potential exists for health insurance, global health 

insurer like Cigna who were willing to enter the market withdrew its presence even 

without registering due to problems faced by health insurance market in the country.

Health Insurance Market in India

Health insurance market in India is a growth sector with considerable future 

potential. Though the poorest 20% of the population with per capita Real GDP of 

$527 may not be able to afford much insurance coverage, the richest population of 

around 180 million with per capita Real GDP of $2641(HDR-1998), gives an 

indication of the market potential.

There is a marked shift from the days of command and control economy of the 

past where public expenditure on health was pre-dominant.

What is exciting in the healthcare sector today is the privatisation ot the health 

insurance industry. Privatisation should bring about major changes in the healthcare 

industry. Insurance will have an impact in terms of standardisation and controlling 

costs of healthcare. India’s famous 300 million middle classes cannot only afford



health insurance but is actively looking for a healthcare solution like heahh insurance. 

The voluntary health insurance market, which is around USD 500 million today has 

the capacity to grow 30 times to around USD 15 billion in less than 5 years. The 

growth of health insurance market leveraging on the middle-class segment can help 

the lower-income segment and BPL segment to avail health insurance coverage at

subsidised rates in future.

Health insurance schemes in India can be classified as voluntary health 

insurance schemes (also called as Individual Health Insurance), Corporate (or Group) 

Health Insurance Schemes, Employees State Insurance Corporation Scheme (ESIS) 

meant for workers. Central Government Health Scheme meant for central government 

employees. Community Based Health Insurance Scheme. But there is weakness m the 

functioning of CGHS and ESIS schemes and hence it is not considered as successful 

schemes in the current scenario. There is also a plan to privatise ESIS schemes and 

dissolve CGHS scheme and merge the plan members with insurance companies.

Impact of Privatisation in Health Insurance

After liberalisation, though health insurance market in India is estimated to have 

larger potential, no specialised health insurers entered into Indian market. Cigna, a 

renowned health insurer opened its representative office after liberalisation but closed 

its operations without getting license due to various operational issues. Though 

Government’s intent through legislation to give preference to registration of those 

insurers has not yielded the desired result as the minimum capital requirement for 

excusive health insurers is felt to be on the higher side. Many private non-life insurers 

like Bajaj Allianz, Royal Sundaram, ICICI Lombard, Cholamandalam, Tata AIG,



Reliance, IFFKO-TOKIO entered into the market raising some expectations for health 

insurance from their side.

But the experience of the public sector non-life companies has not been 

encouraging with respect to coverage and financial performance. As a result no 

initiative has been taken to introduce new health insurance products by any of the 

companies. The private sector non-life companies have introduced slight variations of 

the existing mediclaim and the private sector life insurers have introduced critical 

illness riders to their life policies.

To motivate the industry further, the move by IRDA in 2002 to introduce Third 

Party Administrators (TPA) in health insurance is a revolutionary approach to enforce 

cashless hospitalisation cover and was expected to pave way for new blood to pass 

through the weak veins of the Industry.

A TPA is a service organisation under contract from an insurance company to 

administer its health insurance policies by providing a banquet of services to 

policyholders. A TPA performs the role of a services integrator- a triangle between 

the insurer, the insured and the healthcare provider. The range of TPA services 

include enrolment and benefits management, claims management, provide network 

management, medical management and customer service management for the health 

insurance policyholders of an insurance company. But pertinent issues relation to their 

operations as well as spread of health insurance has been thrown up with respect to 

insurer, health care providers and TPA’s.

While commenting on problems of TPA, Rajeev Ahuja ' points out that, while 

junior level functionaries of Public Sector Units (PSU) operating offices, see TPA as a 

threat to jobs, the managerial cadre have suspicion fearing the nexus between TPAs

10
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and health care providers. Due to these perceptions, claims settlements are delayed, 

which defeats the very purpose of existence of TPA. The unregulated health care 

sector poses vital problems like lack of widespread form of accreditation, clinical 

protocols and guidelines, quality benchmarks and uniformity of hospital charges. 

Moreover, the softwares used by such hospitals do not follow the mternationally 

acceptable diseases coding system. This creates the problem for TPA to capture health 

diagnosis and expense related information in a uniform manner and to make related 

analysis. There have been complaints from public about TPA regardmg the delayed 

issuance of Identity cards, poor functioning of call centers etc. Thus any move m the 

direction of promoting health insurance sector in India faces lots of pitfalls and

hindrances.

Need for the research study

From the problems discussed above, it can be realised that, increase m cost ot 

medicines, healthcare, higher incidence of diseases in India has made people of 

middle and lower income classes to depend more on Government on one side. But 

health has been getting a shrinking share in the plan outlay of the government, on the 

other side thus creating a wide gap.

Health insurance has the scope of filling tiie gap in the liglit of liberalisation of 

insurance industry in India.

The spread of health insurance in the pre-liberalised era was not very prominent. 

While social insurance schemes like Central Government Health Scheme (COHS) and 

Employee State Insurance Scheme (ESIS) suffers from quality of health care 

delivered, voluntary private health insurance schemes like mediclaim suffer from

higher claim ratio.
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After liberalisation, though health insurance market in India is estimated to have 

larger potential, the growth of health insurance market within country is not as 

expected. Though Insurance companies are showing steady growth in health 

insurance business (negligible when compared to market potential), exorbitant claims 

ratio nullify the positive effects of such growth. Hence only way is to improve the 

customer base aggressively for health insurance and establish more controls over

claims ratio.

Though IRDA introduced TP As for boosting the health insurance m the lines ot 

practices existing in developed markets, the services of TPAs itself attracts many 

criticisms.

Hence, it is thought as right time to analyse about the existing system and think 

about the ways of spreading health insurance coverages to all the people including the 

people in BPL segment in the light of liberalisation.

Hence, the idea behind the research is to find out the hurdles preventing the 

people to purchase health insurance policies in the country and methods to reduce 

claims ratio among existing business, which eventually will lead to tindings that can

promote health insurance in the country.

Hence, there is a need for this research study.

Objectives of the study

The following are the primary objectives of the proposed study.

>  To assess the spread of health insurance in India

> To identify the factors that influence health insurance purchases

>  To understand the expectations of the people towards health insurance and
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> To propose new models & methods to promote health insurance in India. 

Methodology

In India, the life style o f the people and infrastructural facilities vary widely 

between the rural and urban segment. Especially when it conies to the out o f pocket 

expenditure and healthcare facilities, wide gap exists between these two. Also health 

insurance is a complex subject that requires cooperation o f various sectors. Hence to 

understand the nature and problems of allied sectors, review of literature pertaining to 

health care, hospital industry, pharmaceutical industry, life insurance indusuy is also 

undertaken. One more reason for covering such sectors is due to the fact that no 

comprehensive health insurance research is undertaken so far in India or even if it is 

done, it is not available to the reach of public.

Literature on various subjects related to health insurance is collected from 

various sources like IRDA, National Council for Applied Economics and Research 

(NCAER), Centre for Insurance Research and Education (CIRE), Indian Institute of 

Management-Bangalore (IIM-B) and various research papers and articles published m 

various journals and magazines were collected from sources like web-site and 

libraries of IIM - B, Bangalore University, Jansons School of Business-Coimbatore. 

Excerpt from various stakeholders of health insurance like senior management people 

of insurance companies, hospital administrators, pharmaceutical companies, legal 

experts, TPA, insurance distribution channels were interviewed through an 

unstructured personal interview method to understand the problems from their 

perspective that can hurdle the growth of health insurance in India.

Based on the review of various literatures, the spread of health insurance in 

India was assessed and also based on the expert interviews, the prominent factors
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which can be the hurdle for the growth of health insurance was identified. A sample 

questionnaire was prepared for pilot study. Data for pilot study was collected from 

Bangalore (urban) the capital city of Karnataka State, Hosur (semi-urban) and 

Krishnagiri (a rural district) in the state of Tamilnadu and the nearby villages near 

Krishnagiri and Hosur. At the end of the pilot study, it was found that a smgle 

questionnaire might not be suitable across the sections of the society. This is because, 

when a person was selected for interview, not all questions were applicable to the 

person. Hence some of the questions were not necessary for response. When the 

pattern of such questions were analysed, surprisingly it gave an idea to split the 

population into three segments like people with existing health insurance individual 

policy holders (voluntary policyholders), people with no health insurance policies (no 

policyholders) and people covered under group health insurance schemes. The reason 

for segmenting the population is that expectations of the people from each segment 

vary. Moreover, some people are already exposed to health insurance. Their 

experience was differing from the people who are not exposed to health insurance. 

Recording of their experience will help to identify the pitfalls in the existing health 

insurance system. But even in this segment, there are differences between the group 

health insurance policyholders and individual insurance policyholders, the reasons are 

that group insurance policyholders are not voluntary members of the health insurance 

system, the coverages are provided by their employers. Hence, they can’t be either 

considered under the category of ‘less awareness’ like the people with no health 

insurance or people with ‘some awareness’ like the people under the category ot 

‘voluntary individual policyholders’.
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Hence three sets of questionnaires with different questions specific to each 

segment viz. no health insurance policies, group health insurance policyholders, 

individual insurance policyholders was designed for the purpose of data collection.

As the insurance penetration was varying across urban, semi-urban and rural 

areas, primary data was collected data from in and around an urban, a semi-urban and 

a rural area. For this purpose, Bangalore (Karnataka State), Hosur (Tamilnadu State) 

and Krishnagiri (Tamilnadu State) were selected. Bangalore, which is the state capital 

of Karnataka state, referred as the silicon valley of India experiences enormous 

growth across all sectors, being it is software or healthcare. Bangalore, also has the 

advantages of heterogeneous mix of population wherein people from all parts of the 

country reside, consisting of those who came for the purpose of employment 

representing a mini-India. Hosur, a semi-urban town in the state of Tamilnadu is 

selected for the purpose of sampling. Hosur is a growing town adjoining the city of 

Bangalore. Krishnagiri is a rural town in the state of Tamilnadu. Data was collected

in and around these places.

The questionnaire was designed in such a way that to elucidate the demographic 

characteristics of the segments, reasons for not having health insurance by ‘no 

policyholder’ segment, reason for not having additional health insurance coverages by 

group health insurance and existing policyholder segment (as in India, people can take 

health insurance coverages up to Rs. 5 lakh and given the fact of increasing incidence 

of diseases and increasing treatment cost, people should be aware of the options for 

purchasing additional health insurance coverages, if the existing is not sufficient) , 

awareness level about entities like TPAs, reach of advertisements etc. Some of the 

questions in the questionnaire are designed as ‘control questions’ for the purpose ot
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qualification of sample. The detailed questionnaire is attached in the Annexure of this 

report.

Primary data was collected by the researcher and by trained enumerator to avoid 

any researcher bias during collection of data. This also provided an option to compare 

the primary data collected by enumerator and the researcher and fine-tune the samples 

for qualification. The enumerator was provided training on insurance concepts 

required for the collection of the response. The nature and scope of investigation was 

explained thoroughly to make the enumerator understand the implications of different 

questions put in the schedule. The enumerator was also trained to explain the aims 

and objective of the investigation and also remove the difficulties, which any 

respondent may feel in understanding the implications of a particular question or the 

definition or concept of difficult terms.

The process of primary data collection was started in December 2004, the 

researcher and enumerator did not demarcate any specific segment or place for data 

collection but based on the convenience of time and place, either researcher or 

enumerator collected data irrespective of segment and place. During this process, both 

the researcher and enumerator faced lots of problems across the segments and places. 

Many of the respondents in urban areas and semi-urban areas initially hesitated to 

respond under the perception that the researcher and enumerator are agents ot 

insurance company and trying to persuade for purchase of insurance policy, people in 

rural areas perceived that they are government officials. Hence initially it took a few 

minutes to explain the respondents about the research purpose and gave assurance that 

they will not be forced to purchase any policy at the end of the interview for data. 

Some of the existing policyholders complained about the TPAs and insurance 

companies seriously under the perception that the survey is a masked survey by some
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insurance company. A few doctors were also included in the samples, initially none of 

the doctors agreed for providing data stating that they are too busy to provide data and 

hence for collecting data from doctors, the researcher selected a new set of doctors 

and posed himself as patient for general check-up and after getting prescription and 

paying fees, requested the doctors to co-operate for data collection which was highly 

successful. Human Resource department of some of the big companies in the region 

denied permission to collect data from employees but after constant persuading 

activity, those companies allowed to collect from employees informally and that too 

near the gate of their premises. On an average, it took nearly 20-25 minutes to collect 

a response from ‘no policyholder segment’ as it involved lot ot educational and 

awareness creating activity about health insurance. From group health insuiance 

segment also, it took nearly 20-25 minutes to collect data as it also involved education 

and awareness creation activities about the lacunae in group health insurance 

coverages and need for extra coverages. With respect to existing policyholder 

segment, it was very difficult to get the address of policyholder from insurance 

companies and TP As, even after getting the address, it was too difficult to get 

appointment from each policyholder as many of them were very busy and otten 

rescheduled their appointments, hence the researcher and enumerator made several 

attempts to meet them and collect data, on an average, it took nearly 15-20 minutes to 

collect data from this segment. Due to the above problems, it took nearly four 

calendar months to collect data. A target of 300 samples was fixed for this research 

and actually more than 300 samples were collected across the three segments viz. 

existing, group and no policyholder segment and across places oi in and around 

Bangalore (Urban), Hosur (Semi-Urban) and Krishnagiri (Rural) during the time 

period of December 2004 till mid of April 2005. Samples were randomly chosen 

from the population but careful thought was made to ensure that samples are collected
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from various stratums of the population with varied income size, family size with 

different occupation right from street vendors to high-level executives of Multi 

National Companies (MNC). Of the 300 samples collected, a few samples were 

■ejected, as it did not meet the requirements for qualifying sample. At the end of such 

qualifying exercise, the sample size across the three segments remained as 73 for 

existing policyholder segment, 86 for group health insurance segment and 100 for ‘no 

policyholder’ segment.

After collection of data, the data was processed through proper classifications 

and analysis was done with the help o f statistical analysis package SPSS.

Limitations of the study

Though the primary data collected is based on random sampling method, it is 

not possible for the investigator to collect data from all the cities and villages in India. 

Hence the research report is based on the collection of samples collected from the 

places in and around Bangalore, Hosur and Krishnagiri. But much careful thought is 

put before making the selection of the cities and samples.

This study is only about the core health insurance schemes and does not cover 

study of supplementary schemes like Personal Accident Coverages, Disability Income 

Coverages etc.

Structure of the Report

The thesis is presented in seven chapters including the present first chapter. First 

Chapter gives introduction about the health insurance in India and problems 

associated with it, which motivated the researcher to undertake the research.



The Second Chapter presents a review o f literature on the Health Insurance 

sector in India. In this chapter, review of literature is made, not only pertaining to 

health insurance but also literature on various sectors viz. health care, pharmaceutical, 

hospital industry etc. that influences health insurance in India.

The Third Chapter titled ‘Genesis and Overview of Health Insurance in India’ 

details right from the genesis when health insurance concept was introduced in India 

and the status o f health insurance in the country at the time of this research.

While the third chapter gives high level details about the genesis and overview 

of health insurance in India, the Fourth Chapter titled ‘ Comparative Study of Health 

Insurance schemes details about the structure o f health insurance schemes existing in 

India and this chapter also details a brief note about the health insurance systems in 

various countries.

The Fifth Chapter titled ‘Factors and Expectations Influencing Health Insurance’ 

is based on the analysis of the primary data collected and it describes about the 

various factors, their independence pattern, cluster pattern. The factors were identified 

based on the practical experience gained by the researcher by way of interviews, 

review of literature gained during the course o f research.

The Sixth Chapter titled ‘New Models of Health Insurance’ are proposed based 

on the various findings of the research. Some of the models suggested are based on 

primary data and some are based on various studies made during the course of review 

of literature. New Models of Health Insurance are proposed across various issues 

hurdling the growth of health insurance in India.
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The Seventh Chapter titled ‘Conclusions’ summarises the study and provides 

conclusion for various factors affecting the growth of health insurance in India.
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CHAPTER II 

REVIEW OF LITERATURE

Health insurance in India is dependant upon various stakeholders like health 

care, pharmaceutical industry, regulators, and hospital industry etc. Hence review of 

literature was done covering various aspects of health insurance, hospital industry etc.

In a book on ‘Risk and Insurance’, Mark.R.Greene (1973) ' points out the major 

problems in health insurance. He opines that of all the types of insurance, health 

insurance is more complex, more prone to controversy and criticism. He identifies 

four major problems in health insurance viz., rising cost of medicines and inflated 

medical bills, over utilisation - wherein the tendency of the insured to over utilise 

hospital and medical services, inadequacy - as health insurance cannot serve as 

perfect indemnity policy, health insurance coverage often prove to be inadequate for 

the insured to cover hospitalisation expenses, over insurance -  people sometimes take 

insurance policies from more than one company in order to benefit trom sickness.

SP Dixit, CS Modi, RV Joshi, (1973)  ̂ in their book on ‘Mathematical Basis of 

Life Assurance’ have stated that rates of premium for the various classes should be 

consistent with benefits offered. The authors points out that on theoretical ground it is 

advisable to use different rates of mortality for different classes of assurance 

depending on their experience. But this is not practicable, as the method would 

involve preparation of many mortality tables.

Robert et. A1 (1975)  ̂ in their book on ‘Health Insurance Plans Promise’ and 

performance provides a new concept on ‘doctor care index’ based on the United



States of America (US) health insurance sector. They opine that use of medical care is 

usually reported as doctor visits or hospital days. The authors criticise that such 

measure hide lot of variation in the amount of work done. Hence based on ‘California 

relative value studies’, it is suggested to convert the work done into “dummy dollars" 

by multiplying the units by the average conversion factors reported by the physicians. 

It can be inferred that the conversion factors are equivalent from one type of care to 

another and each is unique by nature and not additive by nature.

Robin E Mastrivic, (1978) in his book ‘Determining Health Needs’, opines that 

the planning of health programs and resources must begin with a determination of the 

extent of need for health services in the population to be served. The types of services 

needed fall into three categories, basic health maintenance services - the need for 

which is generated by normal physical development, acute health services - the need 

for which is generated by incidence of specific episodes of disease or trauma and 

chronic health services, the need for which is generated by the prevalence of chronic 

disease and disability.

Kenneth Lee and Anne Mills (1982)  ̂ in their book on ‘Policy and Decision 

Making in the Health Sector’ have surveyed and analysed, individual and collective 

individual and collective decision-making in the health sector by making use of the 

market analogy and have opined that there are many players in the sector and conflict 

of interests among them hurdles the growth.

Aviva Ron, et.al (1990)  ̂ in their book on ‘Health Insurance in Developing 

Countries’, identifies that the health insurance organisation may take one of a number 

of forms like a separate administration under an existing government ministry, part of 

a national social security administration, a separate autonomous government or quasi­
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government body, a non-government organisation (as for example, when the health 

insurance scheme is sponsored by a trade union) or a number of non-government 

organisations, affiliated with different voluntary bodies, and with or without an 

umbrella organisation to manage all or part of their functions. This helps the reader to 

understand the various possible forms.

Trevor Hancock, (1993)  ̂ in an article on the healthy city from concept to 

application implications for research, states the healthy cities concept is both an old 

and a new one, old in as much as people have been striving to make cities healthier 

since the dawn of urban civilisation, new in its manifestation as a major vehicle for 

health promotion-the new public health -  in the pursuit of achieving health for all.

Reider K.Lie in his paper (1993)  ̂ titled ‘Moral basis for the World Bank’s 

investing in Health’ has stated that on inequities in health care systems and interest of 

world bank in investments towards health points out that public money is spent on 

interventions of low-cost effectiveness for wealthy people in urban areas, at the same 

time as cost-effective interventions are not available for the rural poor.

These days various insurers discuss Risk Based Capital (RBC) Methodology 

and this has relevance for health insurance industry also. ND Hooker, et.al (1995)  ̂ in 

their paper on ‘Risk Based Capital in General Insurance’ have stated that the RBC 

formula comprises of asset risk, credit risk, underwriting loss and loss adjustment 

expense reserve risk, underwriting premium risk and off balance sheet risk. It should 

ideally contain the asset risk, premium risk, reserve risk, credit risk, growth risk, 

catastrophe risk, currency mismatch risk and expense risk. The authors also suggest 

that RBC should be tested across various extreme conditions.
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Cham C. Garg (1998) in the study ‘Equity of HeaUh Sector Financing and 

Delivery in India’ has tried to analyse on the financing and delivery of health care in 

India from viewpoint of equity and concludes that although there is progressivity in 

public sources of finance, but in terms of government expenditures there is a bias in 

terms of allocation against the poor, the rural areas, and urban organised sector.

Prof H. Helen, et.al. (1998) " in an attempt to analyse the status of primary 

health care in the country observe that though general inter-ministerial coordinating 

body for primary health care has been set up at the national level, unless such bodies 

have the authority to institute concerted, comprehensive inter-sectoral programmes in 

support of primary health care, their influence is likely to be quite limited and also 

observes that their experiences are unrecorded.

Harriett.E.Jones, Dani.L.Long, (1999) in their book on ‘Principles of 

Insurance; Life, Health and Annuities’, have defined the differences between life 

insurance and health insurance that where the amount payable for a life insurance 

claim is definitely defined by the policy, the amount payable for a health insurance 

claim is often much less definite. Inflation, changes in the economy and changes in 

medical practice affect the amount of benefits paid for health insurance claims much 

more dramatically than such factors affect life insurance claims.

Renbao Chen, Kie Ann Wong, Hong Chew Lee (March 1999) '  ̂ in a note on 

‘Underwriting Cycles in Asia’ based on their analysis paper with respect to select 

countries viz. Japan, Malaysia, Singapore, South Korea, and Taiwan opine that this 

study examines the presence and causes of the underwriting cycles in Asia. They 

observe that underwriting cycle is created by external factors and market

characteristics that are outside the control of insurers. These factors include data
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collection, regulatory policy renewal and accounting lags, interest rates, stock 

markets, and the general business cycle.

Randall P Ellis, Moneer Alam, Indrani Gupta (January 2000) in their analysis 

on the health insurance sector in India, based on reference from many studies have 

pointed out that the total health spending indicates that in a break-up of this 6%, as 

much as 4.7% of the expenditure is accounted for by the private sector. Moreover, of 

the 4.7% around 4.5% comprise out-of-pocket expenditures of the households. 

Remaining 0.2% includes contributions from the private employers and other non­

government organisations.

Vijay Srinivas, (July-2000) in his article on ‘How Returns Linked Insurance 

Products can be Popularised’ states the reason for emergence o f investment linked 

products, according to that he states that under normal general insurance policies, only 

one premium i.e. risk premium is collected. But keeping in view the Indian Psyche, he 

suggests that return based insurance would be immensely popular.

Anil Gumber and Veena Kulkarni (September 2000) in their pilot study on 

‘Health insurance for Informal Sector’, point out that a survey on 1200 households in 

Ahmedabad district in Gujarat shows that poor prefer public sector management of 

health care facilities and 30 percent are uninsured. Over 92 per cent of the non­

insured households in both rural and urban areas have no awareness about the existing 

health insurance schemes, but when they were informed about the various plans, 

almost all of them showed interest in joining it.

Mahesh Bhatt and Dileep Mavalankar (November 2000) in their paper on 

‘Health Insurance in India - Opportunities, Challenges and Concerns’ have analysed 

the opportunities for health insurance in India and found that, India has limited
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experience of health insurance given that government has liberahsed the insurance 

industry, health insurance is going to develop rapidly in future. Fhey point out that 

the experience from other places suggests that if health insurance is left to the private 

market it will only cover those, which have substantial ability to pay leaving out the 

poor and making them more vulnerable.

Hanson and Berman (2000) made an early attempt to analyse preliminary on 

the healthcare provisioning across the countries in Middle East, Africa, Latin 

American countries and Asia to identify the determinants of the size of the private 

provision sector. Their findings are that while there are existing models of total health 

expenditure, and, by tautology, the aggregate supply of health services, these models 

do not explain the differential growth of public and private providers, and thus the 

structure o f the provision sector.

J.Francois Outreville (January, 2001) in his paper, ‘The Ageing Population 

and the Future of Healthcare Plans’ has examined the relationship between health care 

expenditure and age using individual expenditure records rather than cross-sectional 

data and conclude that as people are living longer, the hope is that they will also live 

healthier.

Indrani Gupta and Purnima Das Gupta, (February 2001) made a pioneering 

attempt of an exploratory study to understand the health seeking behaviour in urban 

Delhi, they concluded that Delhi seems to be segregated along economic status, with 

the health seeking behaviour of low-income households being quite different from 

that o f middle and high-income households. A greater percentage of high and middle- 

income households use government facilities, and a greater percentage o f lower

income households use private facilities.
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Soumya Vishwanathan states in her article on ‘Banking Industry linds new 

Market for Medical Professionals’ (March 2001) that management consultants 

have found that providing loans to medical professionals are considered as safe 

advances in current days.

It seems that there are certain schemes floated by corporate hospital groups, 

Nadhamuni Sridhar, (March 2001) in his article on ‘Health Insurance Scheme by 

Apollo Group’ states that Apollo Group has launched a package christened 

‘Aashirwad’ (or Blessings) tor the elderly-aged 45 to 75 years. The scheme involves a 

Rs 10,000 per annum payment and has an in-built Mediclaim health insurance worth 

Rs 3 lakhs just in case the elders need hospitalisation.

Nair KS (April to June 2001) in his paper Cost of health care, a study of 

unorganised labour in Delhi’ has found that the demand for health care on introduction 

of health insurance or risk sharing scheme mainly depends on quality of care provided 

under the scheme. The question of willingness and ability to pay for the health care 

services also depends on effectiveness of the curatives services provided under the 

health insurance schemes.

Herbert Meister (August 2001) in his article on Legal Rule of Health 

Actuaries in Germany states that the quoted premium has to arithmetically grant 

permanent fulfilment of the insurance policy which means that India has long way to 

go forward in this direction.

In an article on Police Sanjeevani Nidhi Yojana for police personnel in 

Maharashtra, Usha Holla (October 2001) has presented that the scheme today 

covers 90,000 personnel out of the total strength of 1,44,000. The scheme, which is



voluntary, covers ‘hospitalisation’ expenses of a number of ailments including cardiac 

operations, dialysis, kidney stone removal, cancer surgery, brain tumor etc. Till last 

year the coverage was only for the employee and his spouse.

Peter C Smith and Sophie N Witter (November 2001) in their paper on ‘Risk 

Pooling in Health Care’ finance suggests three redistributive functions, from the rich 

to the poor, from the healthy to the sick and from the productive to the unproductive 

stage o f life cycle

Eric and Francis (2001) in their book on ‘Insurance from Underwriting to 

Derivatives’ suggest a stochastic simulation approach to analyse various scenarios. 

Factors suggested by the author for such simulation are capital market assumptions, 

liability modeling, investment simulations, cash flow simulations, and fair valuation 

and risk assessment. This has relevance to health insurance, which is very seldom 

practiced among health insurers.

Rob Kass, et.al (2001) in their book on ‘Modern Actuarial Risk Theory’ have 

stated that there is a psychological reason why experience rating is broadly accepted 

with car insurance and not for instance with health insurance. Bonuses are seen as 

rewards for careful driving, premium increases as an additional and well-deserved 

fine for the accident-prone. Many think that traffic offences cannot be punished 

harshly and often enough. But someone who is ill is generally not to blame, and does 

not deserve to suffer in his pocket as well.

Ajay Mahal (February 2002) in his attempt to assess the ‘Private Health 

Insurance in India and Potential Impact on Regulatory Issues’ has stated that the entry

o f private health insurance companies in India is likely to have an impact on the costs 

o f healthcare, equity in the financing o f care and the quality and cost-effectiveness o f
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such care. The author points out some practical difficulties of IRDA in implementing 

health related standards as many of the laws and their implementation are in the hands 

of individual states as a constitutional requirement.

Ramgopal Agarwala and Zafar Dad Khan (March 2002) in their attempt of 

classification o f labour market in India and insurance state the presence of three 

segments of the labour market. At the top are the elite white-collar workers consisting 

of the senior public sector officials and the managerial class in the private sector, for 

about 1 percent roughly 3 million workers. At the other end are the unorganised sector 

including the self-employed, informal sector workers, and casual labourers accounting 

for 92 percent of the labour forces about 300 million workers. In the middle are the 

regular wage employees in the public sector and in the organised private sector, who 

account for about 7 percent of the labour forces about 22 million people.

Soumya Vishwanathan (April 2002) in an article on pricing methodology of 

hospitals has stated that prices are revised on a percentage basis every year, without 

doing actual profit and loss analysis on each item or procedure.

Prof (Dr) Gopinath N Shenoy (April 2002) in his article on Doctor's fees has 

pointed out that The National Commission has observed that the charges made by 

health care service providers need not have any rationale.

EHM News Bureau (May 2002) in its observation on rise in consultation fee 

based on ORG-MARG survey has stated that the average doctor consultation fee 

across six metropolitan cities of Delhi, Kolkata, Mumbai, Chennai, Bangalore and 

Vadodara has gone up by 16-21 per cent. The survey also reveals that there is no 

uniformity in such increases among cities and doctors'.
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Soumya Visvvanathan (May 2002) in her analysis on the Insurer-Hospital 

model of health insurance states that many corporate hospitals like Apollo, KMCl I 

are trying out new plans but it is feared in this article that hospitals coming up with 

insurance plans may leave enough room for the hospital to manipulate coverage and 

increase claims.

Soumya Viswanathan, (August 2002) in her article on ISO standards in 

hospitals observes that when a hospital gets ISO certified, the processes are 

supposedly under control, which yields 15-20 per cent benefit.

Abhijeet Nagrendranath and Pallavi Chari (September 2002) in their paper on 

Health Insurance in India, emerging paradigms, have stated that there is great 

potential for health insurance in India but public and private sector companies should 

work together to ensure healthy growth and development of the sector.

Devendra B Gupta and Anil Gumber (November 2002) in their paper on 

external assistance to health sector and its contributions, problems and paradigms, 

have stated that in the past thirty years India has received considerable external 

assistance for the health sector, including for family welfare. But various pitfalls have 

been observed like time lags in the sanction, start-up, and disbursement of donor 

funds, the implementation is reported to be tardy. This has resulted in both time and 

cost overruns.

In a mention about McKinsey study on Health Insurance in India (December 

2002) it has been stated that universal health care in India is a fond dream but a 

study report by the CII-McKinsey combine says it is possible by the year 2020. The 

study has recommended that the Government should stimulate the growth o f private, 

social and community insurance to improve health care affordability in the country.
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Anil Gumber (2002) in his paper titled health insurance for the informal 

sector, problems has stated that it is a well-recognised fact that the contribution of the 

informal sector to the Indian economy is enormous. He suggests that the Panchayat 

Raj histitutions (PRI) can play pivotal role in administering, co-coordinating and 

managing new health insurance schemes and especially community based health 

insurance schemes.

Ajay Mahal (2002) in his paper on Health Policy challenges for India, private 

health insurance and lessons from the international experience has tried to draw 

lessons for Indian health insurance by comparing with the existing system of various 

countries like UK, USA, Netherlands, Germany, Chile, Singapore and concludes that 

three important lessons needs to be learnt by India which has poor quality o f health 

care, potentially high costs of care and increased burden of health spending on the 

poor. The first set o f messages has to do with patient satisfaction and quality of care, 

secondly the choice of providers and third is reconciliation of consumer choice with 

equity. Private provision and private health insurance are one extreme, with high 

levels of consumer choice but low levels of equity.

Preker, A. S., Dror, D. M (2002) in their book on ‘Social Reinsurance' 

stresses Reinsurance as a tool for enlarging the risk pool and spreading risks across 

larger population groups, which no single micro-insurance scheme can do on its own.

Pierre et.al (2002) in their book on Actuarial practice in social security 

(quantitative methods in social protection series) states that, there is increasing 

pressure in some countries to cover the services of health professionals involved in 

alternative medicine or para medical practices, such as chiropractors, acupuncturists, 

homeopaths, naturopaths and so on. The authors support such views and state that



there is still little empirical evidence to support the actuarial work in such 

circumstances.

John.A.Nyman (January 2003) in his revolutionising concept presents a health 

insurance theory, the case of vanishing welfare games, that an important source of 

value is missing from conventional theory o f the demand for health insurance, namely 

the effect o f the transfer of income (from those who purchase insurance and remain 

healthy to those who purchase insurance and become ill) on purchases of medical 

care. Because the portion of moral hazard that is attributable to income is welfare 

increasing and would replace some of moral hazard that is spuriously deemed to be 

welfare decreasing, the new theory suggests that the value of health insurance has 

been dramatically undervalued. This theory suggests that once a consumer becomes 

ill, it makes little sense to impose co-payments to limit consumption. I ’his theory also 

suggests the current ‘managed care backlash’ is due to managed care's denying 

coverage for procedures that the consumer would gladly be willing to pay for with the 

income transfer from insurance.

IRDA (March 2003) quoting the industry sources on the scope of revenue of 

TPAs reports that TPAs render services like issuing identity cards, running 24 hour 

call center services for emergency, cashless hospitalisation and claims processing to 

health policyholders on behalf of insurance companies. Since all these at the current 

rates of service charges of between 5.40 per cent and 5.50 per cent of the health policy 

premiums, and with an estimated Rs. 760 crores of health insurance premium incomes 

of insurance companies, the TPA industry could earn about Rs.42 crores if all health 

policyholders opt for their services on their policies.
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Arpan.N.Thanawala, an eminent actiuiry in India, in his article a Long way to 

go, has stated (April 2003) that not many actuaries in India are trained in the area of 

general insurance, the regulator should make it mandatory for the appointed actuary to 

spend stipulated time in various departments of general insurance, till he acquires 

adequate expertise in order to appreciate the intricacies between various lines of 

business.

In a paper titled under ‘Health Insurance and TPAs, Issues and Challenges’, 

Ramesh Bhatt and Sumesh K Babu (April2003) state that though IRDA has defined 

the role of TPAs to manage claims and reimbursements. Their role in controlling costs 

of health care and ensuring appropriate quality of care remains less defined.

Sheenu Jawahar (April 2003) in her article on ‘Moral Hazard in Health 

Insurance in India’ based on the sample analysis of claims points out that a study 

analysing 621 claims and reimbursements pertaining to policy initiation years 1997- 

1998, and 1998-1999 of the Ahmedabad branch of General Insurance Corporation 

(GIC) by Prof Ramesh Bhat et al points out that hospitals inflate the hospital charges 

for patients with insurance coverages.

GP Surekha in her analysis (May 2003) on the increase of Mediclaim 

premium rates has pointed out that insurance companies used to spend about 18 to 30 

per cent of the premium as overhead expenses for providing service to the 

policyholders in the health sector, premiums on the mediclaim policy have gone up by 

about 30 per cent since January this year with 6 percent loading towards TPA service 

charges. The author questions that loading of service charges is a reward for their 

inefficiency and even then the customer should have option to choose the TPA based 

on their service standards.
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• til (June 2003) in her article on the rationale behind ordering 

-. ^stigations by Doctors’ states that sometimes, certain investigations are ordered 

because of the apprehension of being sued in a consumer court. Doctors with good 

clinical acumen and willingness to spend enough time for physical examination some 

time have to strike a balance between ordering expensive investigations with limited 

benefit in assisting him in clinching the diagnosis, especially when patients are poor 

and without a company paying or having a health insurance to pay for the 

investigations.

EHM News Bureau (June 2003) in an article on ‘Poor response by hospitals 

force GIPSA to extend deadline for enrollment’ cites some practical difficulties in 

TPA administration a patient suffering from renal colic is denied authorisation by 

TP As before clinical diagnosis establishing the illness that is covered is undertaken. 

At the same time, Doctors’ point out that sonography, for instance, is not covered in 

the first two years and very few patients know about this.

IRDA (July 2003) has notified that it is planning initiatives to rectify the near 

total lack of data and real time information in two critical areas of insurance and, in 

fact, in the Indian society, namely health and road accidents. The need for a health 

insurance data warehouse stems from the fact that no reliable data or information is 

available in India on this subject. Whether individual health history or morbidity 

patterns across the populace, very little information is collected, analysed and made 

public. The plan is to pool data related to incidence o f diseases geographically and in 

terms of socio-economic classes. Also required is a mapping o f diagnostic, treatment 

and drug regimens and their availability and pricing across the country. Using this 

information, the patterns of morbidity and mortality can be traced, and the market, in



terms of insurance pricing and medical facilities, will then adjust itself to the needs as 

revealed by the analysed data.

EHM News Bureau, based on the survey done in Mumbai reports (August 2003) 

that non-availability of a public hospital is forcing about 44 per cent o f the 

households to seek inpatient care services from the private sector, even if they were 

interested in seeking care from the public sector. Even the outpatient care services that 

are currently available in the area seemed to be inadequate, as 67 per cent of the 

households’ needs for outpatient care are unmet.

GP Surekha (August 2003) ”  in her article titled Unhealthy competition has 

observed unhealthy practices in health insurance sector in India with respect to Group 

health insurance. The author has observed that one of the private insurance 

companies quoted to a company at one third lower premium for the floater health 

cover for their 1,000 plus employees against the quote of a public sector insurance 

company without actuarial calculation and also with increase of benefits, without 

finding the past claims ratio. If the company referred to the above accepted low 

premium and has gone for the policy with the private insurer the result after three 

months, might be refunding o f balance premium as per rules leaving period insured at 

crossroads where no other underwriter coulJ have insured them. This infers the 

unethical practices prevailing in the industry.

Dr. Noel Coutinho points in his paper titled. National Health Data -  Riding on 

IT Pathway, (September 2003) that IT related to health has primarily supported 

applications of high performance computing and telemedicine to the delivery ol' 

medical care to individuals. Relatively little attention has been paid, by either the 

private or the public sector, to applications that could improve the capacity of
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communities to carry out the non-clinical or population-based functions of health (i.e., 

services that identify local health problem:, prevent epidemics and the spread of 

disease, protect against environmental hazards, and assure the quality and 

accessibility o f health services).

Bunty Pasricha (September 2003) in his paper about Avoiding being tripped 

by TRIPS has suggested that the drug companies can take some lessons from the 

music industry and find out how they convinced Michael Jackson to release his music 

on the same day in India at one-fourth the price ot west because he must have 

accepted one-fourth the royalty.

Ravi Duggal (October 2003) in his paper on Operationalising rights to health 

care in India has stated that more than half a century’s experience of waiting for the 

policy route to assure respect, protection and fulfillment for healthcare is now behind 

us. He suggests that establishing universal healthcare through the human rights route 

is the best way to fulfill the obligations mandated by international law and domestic 

constitutional provisions. International law specifically ICESCR, the Alma Ata 

Declaration among others, provide the basis for the core content o f right to health and 

healthcare. But country situations are very different and hence there should not be a 

global core content, it needs to be country specific. Specific features of this historical 

baggage are, a very large and unregulated private health sector with an attitude that 

the existing policy is the best one as it gives space for maximising their interests, a 

complete absence of professional ethics and absolute disinterest in organising around 

issues of self-regulation improvement of quality and accountability, and need for an 

organised health care system. A declining public health care system which provides 

selective care through a multiplicity of schemes and programs and discriminates on 

the basis of residence (rural-urban) in providing for entitlements for healthcare.
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Jayashree Padmini (November 2003) ”  in her article titled ^Unclear 

Government Regulations Mar Health Informatics’ while pointing out the unhealthy 

regulations with respect to health informatics states that despite phenomenal growth 

in health care delivery systems in the government and private sector; health 

informatics segment in the country has remained non-dynamic and stagnant. The 

author points out that the non-starter health insurance is the result o f such a weak 

informatics base.

Dr. Arun Bal (November 2003) in his article on medical profession and

pharmaceutical companies has made a note on generic drugs that The Hathi

Committee in 1974 had suggested promotion of generic drugs, which would have

curtailed the unhealthy marketing practices. Though the government accepted the

report and decided to have only generic names for few drugs, the decision could not

be effectively implemented, probably due to the lobbying by the pharmaceutical 

sector.

L. P. Mehta (December 2003) in his article on ‘Time for Reforms’, points out 

that health insurance with a base of over Rs. 1,000 crores is virtually non-existent 

today. Only 2.5 per cent of the population is covered by health insurance policies and 

the premium rates have remained high and customer service and healthcare 

infrastructure continues to be extremely poor.

Aloke Gupta while analysing the status of health insurance industry in India 

(December 2003) states that health insurance premium written in 2002-03 was Rs. 

1,144 crores as against Rs. 519 crores in 2000-01 representing a growth of over 120 

per cent in the three years of a liberalised insurance regime. He points out that 

premium generated from Overseas Medical Policies (OMP) is also included in the
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P.c.ure s.„ce by „„ . , e . e ,  o f can p„„ey be seen be n ,c ,.ea .„ ,

health insurance penetration in the country.

Referring ,he history o f emergence o f TPAs in India and revision o f heal,I, 

msurance premium ra.es i„ ,he pre-hberal.sa,io„ era. Ni,„ish R. PareM, (Decenrber 

2003, «  s,a,es .ha. in . 9 9 ,  .be firs. TPA o.-ganisa.ion was ia.nched, offering services 

such as cashless hospi.aiisa.ion. 24-bour caii cen.re suppor., enrohr,en. and cia.n,s 

adn,.„is,ra.io„. The n,ode, was successful and wi.bin a shor, span o f ,hree years, over 

75 major employers had availed o f .hese services. The average claim valne per in- 

pauen. claim in melros and semi-me,ros has risen fron, Rs. 8,500 in 1995 to over Rs.

30,000 m 2002. Bu. medrcla.m premium has been revised only in 1996 and .hen in

demons,ra.e inferior performance in a year jus. prior to an increase in premium. The 

- p a c t  is fu,.her anrplilied when ,a .ing  .he pure ris . premium (wh.cb today is , us. 58 

per cen. o f .„.al premium, .he res, being m a rk in g  and adminis.ra,ive overheads) in.o

year 2000 and 2001, the loss ra.io con.inues .o increase alarnringly.

Craig.F.Chnrehill, e,.al (2003) “  i„ .he.r book on ‘Making Insurance w o .t for 

Micro Finance ,ns,..u.ions' (MFI), have proposed a due dihgence checklis. for mi 

insurance ins,i,u.io„s to iden.ify insurance parame.ers. The check,is. sugges.s 

verify .he repu.a.ion o f .he insurance provider. ,he finance posi.ion of .he insurer 

claims experience o f  ,he insurer and his.ory o f Cairns payou,s. .he in.eres. 

in serving ,he low-incon.e marke,. .he adjus.n,en. o f .he insurer's producs to sui. ,he 

preferences o f .he poor, willingness to make a medium or lo„g-,erm con,mi,men. ,o 

the MFI. W.llmgness o f ,he insurer ,o pay .he commission to MFI for perfomiino (he

micro 

to 

the 

nsurer
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insurer’s
agent role, issues related to regula.0.7 contplianoe by the insurer, 

wJIingness to give respo„siW,ity to MF, for verifying oia.n.s, insurer's capability of

minimising the number o f exclusions without jeopardising the sustainabihty o f the 
plan.

April Harding and Alexander S Preker ,2003), «  i„ ,heir book on -Private

enhanced .nteraetron with private providers. Although recognition o f ,|,is ftct is 

-d esp read , ntost a„e,r,p.s to opera.iona.ise sneh interactions are r a n d o .  These

efforts are often undernrined by the lack o f in fo^ation  about the private sector, and 

hence are undertaken in a relative vacuum.

Marcus Radetzki, et.ak (2003, «  in the.r hook .Genes and Insurance', ntention 

.hat freedon, o f access for .„ s .a „ c e  companies to genetic information for .he purpose 

of prennun, d,fferen.ia.io„ or de.e„..n ing the extent o f insurance cover, infringes the 

.nsut^nce clients' autononry and privacy, and n,ore inrportantly .hrea.ens to leave the 

.o u p s  representrng high genetic risks entirely or partially without private insurance

cons.ra.mng the insurance industiy's access to genetic information,

Peters H David and Yazbeck S.Abdo (2003) «  have attempted to collate various

'’" t h  ■" PaPe^ on .A Framework for health Policy

Research ,n South Asia' poin.s out that only a limited number o f local agencies are 

capable o f doing such work, and partly because of the .ime constraints imposed on the 

research projec. by both policymakers and funding agencies. However, they forecase 

* a t ,n the long te™, as more institutions become capable o f  undertaking research and 

as the type o f research methods change to nrore experimental and longitud.nal
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pproaches, they foresee greater tension between the desirabihty o f competitive 

,esea .c. „eed e „ c „ . . , e  «.ee,e,

requires more funding.

among 

it

Based „„ House hold survey done by National Sample Survey (NSS, ,n ,995-96

;  2 7  - n  a r e .  on

; t  “ ■ - e r  .  T h e  0 . n « o n  o . P u H .

’ IS well known fact that Government is not having enough 

-a s ,ru c .„ r e s  for ™ ee,„„ .he h e a , ,  eare needs o f  ,he whoie popu,a,on^ ,n .his 

- . e x . ,  VR Muraleedharan, and Suni, Nandra, (2003, in .heir paper ,i.,ed .Priva.e 

Hea..h care in ,ndia -  P „ , . ,  c h . , en .es and Op.rons for P ar.ner.ip - p „ i„ .  „u. .ha.

Hence .hey sn ,,e s . n.ore ,„.erven..on ,v  .he .overnnren. for coiiahora.ive 

oppor.un...es. The au.hors sugges. .he f„ ,,„w i„ , , „ a s  for suel, co„abora,ion v .  

coopera.,ng disease survei„anee repor.ing, e„„.rae.„,g for environmen.a, ac.ivi.ies in

r  - S e  h o . p , , „

— g puhhc hea,.h .„fornra.io„, sharing resources for n ranagu , drug 

™PPi.-es, es.a .ish ing  pa.,en. referra, nreehanis.s e.e. They a,so po,„.s ,ha. r i .  in 

cos, o f  hea„h care in govern.ne„. hospi.a,s is conrpara.ively iesser .han priva.e see.or.

Though priva.e heal.h care deiivcry i„ ,nd,a is wideiy ac.„„„,edgcd , „..,e 

empmca, ev.dence cxis,s on how i. funcions. Chakraborly.S (2003) -  has nrade an
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in h.s pape. „„ Hea.,„

P «ce„. o f  .„e pn™.e

to a n ca l ,„s..,u ,.„„,. S o .e  o f ,„e hig,„i,h,s o f ,he findings are .he ra.e o f bed 

occupancy ,n private sector ,s only 40 percent, many private hospitals participate only 

nattonal health programs, there are many infrastructural problems like electricity and 

•elecommunieation break downs, poor drainage and inadequate waste dtsposal and 

Bovernment to enhance its active role for better co„aborat,ve opp„„„„i,ies with

private sector.

In India, though Consumer Protection Act o f 1986 is said to play a vita, role in 

oonsumer redressal, Bejon, Misra (2003, d.d a survey o f S. hospitals and 

.ntervrewed participants o f 86 cases brought before consumer courts in Delhi 

Lucknow and Hyderabad to And out the effec.tveness o f the mechanisnt. The author 

hat still the mechanism has lot o f room to improve, as dissatisfaction exists 

among both claimants and defendants because o f prolonged litigation tnvolved. I, ,s 

observed that 90 percent o f cases went beyond the stipulated period o f 90 days with 

™os, lasting between one and t,ve years. The author has recommended various 

suggestions ,o improve the same like tncreasing communication process between the 

stakeholders and improving the awareness o f consumer redressa, mechanisms

Mahapatra, Prasanta (2003) ™made an attempt to analyse the quality o f care in 

pubhc » d  private sector in his paper on ^Quality Health Care ,n Private and Public 

Health Care Institutions'. In this paper, he points out that India has ye. to develop any



43

na..c„a, p ro * ™  p .e .ie e  «„ide,i„e . „ ,e.,ca. ,-ev,cw en.e™ , „„

so on. Research capacity fo.- .e a s .c „ ,e „ .  o f „,edica, „„,co„,e. a ,., ra.ing „ f  

pa..e„.s is also lacking. His findings based on , ,e  survey conduced in HeaUl, Sec.or 

m the state o f Andhra Pradesh concludes ,ha, public sector betters private sector with 

- p e c t  to land and floor space, n,a,ntena„ce o f ntedical protocols and therapeutic 

guidelines. Private sector bettered in terms o f access, availability, convenience, 

comntunicaticn, and general conrfort. But on a whole, he conclt.des that the level of 

patient satisfaction is generally low in both private and public sector.

Joy Roy Choudhury and Rita Dutta i„ their article on rating standards for

hospnals infornts that (January 2004, leading private hospitals across the countrv

-  planning to set up a national-level body on the lines o f National Association o f

Software and Service Companies (NASSCOM). the apex body o f software companies 

in the country

Ravi Duggal (February 2004) "  ntade analysis o f  2004-2005 budget with 

respect to Pharnta and medical devises and states that Phanrta industry is no longer 

.■esponsive to the local consumer in ternts o f adjusting prices lower with the effective

msurance scheme in the 2003 budget has no, really taken off except where NGOs 

have taken it up as a part o f their health programmes.

Satyapal Menon (Februao- 2004) "  i„ his article on Health Standards 

matntenance initiative in India in the lines o f HIPAA in USA informs that The Union 

Ooventntent has tied up with the Apollo Hospital Group subsidiary Apollo Health 

Street Limited to standardise the capture, storage and dissemination o f health 

information as well as to network all healthcare faclities in the country in an



ambi.ious p..„ject called ■Heal.h U „ ,e ' in sp i.d  by a US ,egis,a>i„„. Tl,e broad goal of 

'Health Un,.e' is ,o deliver i„fon.a,io„ to individuals, providers and planners, so that 

they could use this ,o make informed healthcare decisions. I, also olTcrs a way to 

connect distributed health data in the framework o f a secut e network.
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Based on a survey. Sapna Dogra (March 2004) «  i„ her investigative article 

Delhi houses 1600 unregistered nursing hontes reveals that when India is promoted

pnvate company a. the behest o f the government, found that many unregistered small

hospttals and nurs.ng homes were operating in the garb o f medical centers and 

polyclinics.

Dr Gopinath N Shenoy (March2004) i„ his atticle on advertising norms of 

health care institutions points out that Medical Council o f  India, which prohibits not 

only registered med.cal practhioners but also healthcare instttutions from advertising. 

Interestingly, the laws governing such institutions do not forbid thetn from advertising 

i.e. the Company Law does not consider advertisement as unethical but on the 

contraty permits the companies to spend huge amounts on advertisements

SASHD, SASFP (May 2004) ™ in an atlicle on “India-Private Health services 

for Poor a policy note”, have stated that although India has made great strides since 

independence, fertility, mortality and morbidity remain unaceeptably h.gh both 

compared to countries in the region and those at similar income levels. Almost a third 

o f the Indian population lives in poverty. The impact o f povet ty on health care and 

vetsa IS significant. A significant number o f private health care providers in 

India (especially in the rural areas) are untrained ptaetitioners. Although reliable data 

on their numbers are difficult to compile, it has been estnnatcd that they number well
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over TKe c a .  ...aJoH , „ n .e s e  p „ v . e .  a .  ,„aHfied c

regulated. This portrays our poor infrastructure.

Saji Sa,a™ (May 2004,

five yea., explains Hea,.h Level Seven ,„L 7 ) standards on „ea..„ ,nf„™ a,ies 

pointing that is one o f several ANSI-accredited Standards Developing Organisations 

(SDOs, operating in the healtheare arena^ Ti,e HL7 Organisation was founded a, t.,e 

Untversity o f Pennsylvania in ,987 to design a eonsensus-based standard for the 

eleetronic exCange of healthcare related i„,b„na.,„„. Most SDOs prodnee standards 

(sometimes called specifications or protocols) for a particular healthcare dontain such 

as Pharmacy, medical devices, imaging or insurance (Ca,ms process,ng, transacttons.

ealth Level Seven s domain is cllnica, and administrative data. Several years of 

effort has gone into the making o f standards. The advantage for India is that hy 

leveraging these standards. tIre industry could leap to a higher level.

IRDA in their concept paper on Micro insurance (August 2004, ™ have stated

that micro insurance is the most underdeveloped part o f micro finance. Yet various

schemes exist that ai-e viable, benefiting both the institutions and their clients. Such

schemes have generally served two major puiposes, they have contributed to loan

security; and they have served as instruments o f resource mobilisation. The functions

.hat need to be focused must include providing guidance to members, collecting

premium installments from members, insurance services to members, communication

and exchange o f experience, providing linkages with banks, Non-Government

Organisations (NGOs, or donors, supporting the proposals o f individual members to 

insurance companies through recommendations.
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providmg wage loss benefit is that it can induce hospitalisation when it ,s not 
required.

N a.e„.N .,„sW  (O c „ ,e .  2004) »" p , , , ,  , , , ,
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P.C. j™ es  in his anicle .i„ed ‘Covering ,he (Oc.ober 2004) -

referred lots „ f  surveys conducted by World Bank » H k, ■
^  ^ “ “I Naoonal Sample Survey

~ , e „ . , e i r , „ c o . . e „ „ , e a , . c a r e v . . . v , . ^ ^ ^

spending is on minor ailments.

~  .he ,a c . Of de«„i.,o„ o f r e , o n . . l , ,  on ae.uar.e. for „ea,.„ ,„ .,ra„ce  He 

- . e s  .ha. would appear .„a. in Gernrany i, is compulsory ,o have a Responsible

7 ■” “  — .l i .y  on .he shoulders
O the Appomted Actuary (AA) of the insurer.

Miehae, P. Keane, <Kove™ber . 0 0 .  «  in h,s paper on nrodellin, heal.h 

— e s.a.es . a .  new eco„ome.ric advances have no. ye. been widely used in 

ealth economics literature. This suggests that m nr, , 
ggests that more mter-discplinary studies and

research are required.

.i>.s ..» e , Bangalore-based Hotech company Biocon Ltd hasjoined hands with IC C I 

Lombard General h .s .a n c e  Company U d a..d the Bangalore's Narayan Hrudayalaya
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similar healthcare insurance for fanners for a daily premium of Rs five 

Dav,d,E.Bell and Arthur Schleifer Jr. (2004) i„

out t a, .he .ndustry suffers from the dtfficul.y „ f  establ.shtng its pr.ees before ,t

■ -h o o d o fa c la im a g a in s tp „ H c y ,h e s .e „ f th e c ,a im , th e t im ,„ ,„ f . , ,e c la i . .  The
- l e  idea Of .  insurance company is ^

number o f pohcyholders. This is true as long as actuarial da,a continues to predict

f - e  Claim patterns. A „ ,„ ,n g  that systemattcally distorts the frequency or s t .  of 

clatms ,s a threat to the profitability o f an insurance line.

Alan C Monheit and Joel c  Cantor (2004) «  have in their book titled State

causal,ty and obtain a set o f plaustble and unbiased esiimates. policy m a k e , and non-

^ p - l i s t s  are generally unfamiliar with the estimation methodologies and primarily

—  With Whether the research yields a reliable set o f empirical estimates that 
can inform public policy.

In a search about the potential for small employer groups, Thomas C

.egulations governing the sale o f insurance to small-employer groups. The author 

a^ed on US experience points out that universal or near-universal coverage can be 

achieved only „ i,h  a combination o f public subsidies and some . n d  o f re,ulreinent



that people obtain health insurance. It is not reasonable to expect supply-side 

policies, like that state-level small group reforms, to have had a major effect on 

coverage.

Suri Seeta Ram (January 2005) in his article Life as a Life Insurance Agent, 

refers to a survey done in 2001 regarding the awareness and points out that, it was 

found that 58 per cent of the urban educated did not know about health insurance. As 

much as 25 per cent of the people who suffered illnesses covered by health insurance 

did not bother to make a claim, with reasons ranging from “Anyway the insurance 

company may delay or avoid the payment” to “Who bothers to go over the rigmaroles 

of making a claim?”

Anil K Maini (January 2005) in his article on Medical Tourism states that the 

Indian healthcare market is Rs 15 billion and growing at over 30 per cent every year. 

Indian private hospitals are increasingly finding a mention in the travel itineraries ot 

foreigners, with the trend of medical tourism catching up in the country. If industry 

estimates are to be believed, the size of the medical tourism industry stands at Rs

1,200 - Rs 1,500 crore (Rs 12-15 billion). A recent CII-McKinsey study on 

healthcare says medical tourism alone can contribute Rs 5,000- Rs 10.000 crore (Rs 

50-100 billion) additional revenue for upmarket tertiary hospitals by 2012, and will 

account for 3-5 per cent of the total healthcare delivery market.

IRDA (February 2005) in a circular has stated that it has prescribed a 

mortality table LIC (1994-96) Ultimate Table to be used as base table for pricing the 

Life Assurance Products and LIC (1996-98) Annuitants’ Table for pricing the annuity 

or pension business and for calculating the liabilities under these products. But there 

was no benchmark table prescribed for pricing or valuing the liabilities of the Health

49
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producs as regards .he critical illnesses under Regulation 5 sub regulation 3 o f IRDA

(Assets. Liabilities and Solvency margin o f Insurers) Regulations 2000, Witl, no

prescribed benctoark  morbidity table, tire life insurers are using the critical ilh.ess

rates provided by their Reinsurers based on experience of another country/ region

with adjustments as may be necessary. In this process consistency was lacking with

attendant issues like rationale for adjustments made and linkage to underwriting

standards no, being clear. IRDA refe^ed the issue to the professional body- Actuarial

Society o f India (ASI) to examine and recommend reference table which can serve as

a Standard reference table until Indian lives morbidity table based on experience of

Insurers becomes a possibility. ASI after the process o f examination by a committee

of actuaries has suggested CIBT 93 ,o be used as the Standard reference Critical

Illness rates table to be used under sub regulation 3 o f regulation 5 o f  IRDA (Assets.

Liabilities and Solvency margin o f Insurers) Regulations 2000 for pricing and valuing

the liabilities o f Critical Illness Standalone products or Critical Illness Riders- 

Accelerated or Lump Sum.

A Health Insurance Working Group (February 2005) that had been constituted 

by IRDA a few months ago has representatives from Ministry o f Health. Finance. 

ESIS, COHS, Corporate Hospitals, Insurers. TPAs, Actuaries, and NGOs to 

popularise health insurance and to address the roadblocks hindering its growth. The 

working group consists o f three committees. One o f the committees is working 

towards developing a database for health insurance. The second committee will work 

towards making the environment conducive for entry o f stand-alone health insurance 

companies while the third committee will address issues related to pre-existing 

disease and innovate health insurance policies. One o f the main constraints lie in 

terms o f access to quality data on mortality and morbidity trends on the basis of which



insurers can price health insurance products and innovate by offering tailor made 

solutions. One of the steps taken is to rationalise the interpretation of the term ‘pre­

existing’ disease so that genuine claims are not repudiated thereby causing undue 

pecuniary hardship to the policyholders. Another aspect being considered 

concomitantly is to devise a mechanism to enable portability of insurance so that 

policyholders have the freedom to switch their policies from one insurer to another. 

Other issues, which the group will look into, include designing innovative health 

insurance products and feasibility of having standalone health insurers.

Falaknaaz Syed (April 2005) in his article Innovative Managed Care model to 

be launched on a pilot scale foresees that by the year 2025, the importance of HMO 

approach with emphasis on prevention for the entire Indian community will get 

appreciated. He also points out that a survey of 100,000 middle class families in 

Mumbai revealed that on an average each family spends Rs. 10,000 per year for 

medical expenses.

Jessica Feldman (2005) in her article A roaring rural market, kick starting 

health insurance for the rural poor narrates her experience she had on behalf of an 

NGO called Swayam Shikshan Prayog (SSP). Most of the people surveyed were 

farmers or labourers and family incomes were mostly in the range ot Rs. 15,000-

20,000 a year. The most frequent treatments were for gastroenterological conditions 

arising from poor sanitation and waterborne diseases, malaria and complications 

resulting from pregnancy. Families often sought treatment at public health centers or 

used home grown methods to alleviate the symptoms. The average expenditure tor a 

hospital visit was Rs. 2,000, but the cost of caring for a serious injury or illness often 

went above Rs. 5,000. The most significant fact was that a data repository tracking the 

ailments and treatment of such ailments faced by the rural segment did not already

51



exist. But the researcher was able to collect data and designed schemes in 

consultation with Insurers based on the data collected.

TK Sundan Ravindran (2005) in a paper on “Health sector reform and 

public-private partnerships for health in Asia; Implications for sexual and 

reproductive health services cautions that such partnerships may have the insidious 

effect of shiftmg priority setting more in line with the interests of the private partner, 

with efficiency and cost-effectiveness dominating all else. This is because the private 

sector has less to lose from not entering into a partnership, or walking out o f it.

Aloke Gupta (2005) in his article titled Initiatives to develop health sector has 

stated that from 0.104 percent in 1992-93, health insurance penetration (percentage of 

total population covered under private health insurance) in India has grown to 0.948 

percent in 2002-03. It is projected to reach the level of 1.65 percent in 2005-06. 

During the corresponding period, health insurance premium have grown from Rs. 

48.91 crores in 1992-93 Rs. 104.5 crore in 2002-03 and projected to touch Rs. 1800 

crore in 2005-06. The penetration levels do not convey a very encouraging picture. 

Health insurance has been single product (Mediclaim) driven and loss making to 

insurers and hence not aggressively marketed. It has mainly been bought in metros 

and large cities with tax incentive being one o f the important motivator. The present 

health insurance market differs from high utilisations by health providers and 

policyholders. There is no incentive for the policyholder to demand efficiency and 

cost from the health provider.

Kenneth A Cahill, Susan Matthies (2005) in their paper in Health insurance: 

global lessons and barriers to development in India opine that in practice, only a small 

percentage of health facilities offer consumers a systematic process for gaining
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CHAPTER III 

GKNESIS a n d  o v e r v ie w  o f  h e a l t h
in s u r a n c e  in  INDIA

- a g r e  percen.age of ^

Though health insurance plans ^

.  . . a ,  S l n l  ™  -

~  in

a ^ u ,  . e  Genesis an . ' ^  ^  -'-'snesis and overview of the dpv^u

a .n a a „ .h e s e e o n .p a „ . .a l l s a h o u , ,h e h e  :  "
India "“ ™ “  ' “ “'O'-y environment in

SecHon,: Genesis and Overview

'"  «“ ” '• ‘he Insurance sector l„ ,

°P“  -o nationalisation a n d l l l   ̂ ^  “

o.health insurance in ,n ,a  ^ 
following phases. “ Smented Into four

Pre independence Era (till 1947,

Pre Nationalisation Era ( I947- 1973)

Nationalisatlon/Pre-llherallsation Era (,973-1999,
Post Liberalisation Era (from 1999)



Pre-Independence Era

In 1923', Workers Compensalion Ac, was passed by Central Govemmen,

covering 3 m illio n  „„,kers. But ,111 1930 very few provinces like Bombay and Central

Province took so,„e acions on ,bis like passing of bills, providing ,„a,erni,y benefi, ,o

women workers. Thongh effor,s were made ,o secure legislation o an al. India basis.

they were defeated by the British Oova-nmen,, which ,ried ,o p„, ,he

recommendations of the Whitley commission for welfare legislation on an al. India 

basis in cold storage.

Actually the subject o f health insurance for industrial workers was firs,

discussed by the Indian legislature in 1927 when the applicability of the conventions

adopted by the International Labour Conference a, its ,e„,h session to India was

considered by the Government of India. But Government expressed its inability to

sponsor a health insurance scheme bu, recommended ,he provincial governmenrs

examine the possibility of implementation of such schemes. But ,„any p,ovincial 

governments too found it difficult.

I", I92S The Indian Insurance Companies Act was enacted to enable the

government to collect statistical information abou, both life and non-life insurance

businesses. The subject of health insurance for industrial workers was firs, discussed

by ,he Indian Legisla,„re in 1927 when ,he applicability of the conventions adopted

by the l„,erna,iona, Labour Conference at its ten.h session ,o India was considered by 

the government
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A Royal commission on labour was appointed in 1929 to find the need for 

health insurance among workers, it submitted its report in 1931. It observed that the 

incidence of sickness is substantially higher than in western countries; the medical 

facilities are much less adequate; wages are low to meet the health care spending 

without borrowing. Though the Commission realised that the difficulties in the way of 

a health insurance scheme for the workers were many and formidable, it proposed a 

tentative scheme. Though these suggestions could have helped in embarking upon 

scheme of provision against sickness and old age no action was taken on the 

recommendations of the Royal Commission.

Though these suggestions could have helped, but no action was taken on these 

recommendations. During the period of Second World War, the social insurance 

movement accelerated in India.

The Scheme of the Government of Bombay

The Government of Bombay prepared a scheme of sickness insurance.

According to this scheme, every industrial worker was given the legal right to 3 or 4

weeks sick leave with pay every year. The unutilised leave could be turned into cash,

which was to be handed over to a fund to be maintained by the government. The

amount thus accumulated could be drawn buy the worker either on his retirement or

on his reaching a particular age or by his relative if he died during the period of

service. The scheme, however, was inadequate as it failed to provide for medical 

benefits.

In 1938, earlier legislation was consolidated and amended to by the Insurance 

Act with the objective of protecting the interests of the insuring public.
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As a result of the general awakening during the Second World War, the pace of

social insurance movement was accelerated in India. Accordingly, the second

important step in the direction of sickness insurance w as taken in 1940 by the

Government of Bombay when the Bombay textile labour enquiry Committee 

formulated a scheme:

Table 3.1 

Monthly contribution rates

The Bombay Textile Labour Committee scheme

Insured Worker
Male -  As.5
Female -  As.5

Erriployer_
As, 10
As. 10

Government
Anna 1
Anna 1

Total
Re.1
Re.1

This contribution scale was subject to tlic condition tiiat tiie contribution by tiie 

insured worker was in no case to exceed 5 percent o f I,is average monthly income 

during the preceding quarter. This scheme was an important step forward in the 

direction o f comprehensive sicitness insurance plans in as much as it suggested non­

separation of cash and medical benefits, setting up of a single and unified fund under 

central management and recommended contributions from tlie state. Unfortunately, 

the government could not implement it. The conference of labour ministers held in 

1940 discussed the question of health insurance for the industrial worlcers and decided 

that the views of the employers’ and employees’ organisations should be eiicitcd. The 

worlcers’ organisations also favoured the principle of compulsory contribution but 

urged that in view of the low wages of the workers, their contribution should be 

nominal. The matter came up for discussion before the second conference of labour 

mmisters held in 1941, where it was decided that instead of contributing to the health

insurance fund, the government should consider the proposal of standing guarantee to 

ensure the solvency of the fund.
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The labour departmen, of ,he government of India prepared a ,en,a,ive scheme

Of hea„h insurance and placed i, before the conference of labour ,ninis.ers held in

1942. No aetion was taken on this scheme, ,t was suggested at the conference that

•he details of a eomprehensive scheme should be worked out by a small committee of

about three experts. Later, however it wa. decided ,o entrust the work to a special

officer. Accordingly, Professor B.P. Adarkar was appointed for this work in 1943. He 

submitted his report in 1944.

Adarkar’s Scheme

The scope of the scheme was restricteH tn • ■ ,wds restricted to three major industries textiles

under scheduled exceptions, like etnployment in the armed forces, public

restriction on its scope was that i, was to apply only to the workers between 12 and 60

years if age and drawing less than Rs. 200 a month. The Government of India thought

i. fit to obtain expert opinion on the repo„ submitted buy Professor Adarkar before

«king any action on it and requested the international Labour office to send a

deputation to examine the scheme. In response ,o this request, Messrs. M.Stack and R.

Rao of the international Labour Office came to India in 1945 and prepared a note on 

professor Adarkar’s report.

Stack and Rao Scheme

The two experts agreed with the fundamental principles enunciated by Professor 

Adarkar. The chief medications suggested by them were (i) the separation of the

The Labour Department Scheme



medical and the cash benefit rii  ̂ fh. • . •

workmen’s ’

On the basis of AdartarV d
r  ̂ Repor. and ,l,e modification sand al,era,io„s 

suggested in ,he Stacl< and Rao scl,eme r
’ of India introduced a bil, in

Central Legislative Assembly on November 6 1946 ,t „a  f
> It was referred to the selert

: : : r ™ "  ' ^ - - - - - - - » ™ - . b m i . t e d i t s r e p o r . o n t , :

ents in .beori,na,B iil^

f  Employees- State Insurance Bill', which became a law in
the form of the Employees’ StatP Jn
, in ,  „ , , . ,s tl,e firs, of its

°n of the South East Asian region,

Pre-Nationalisation Era

-P 'o y e e s  State Insurance Corporation Act <.S,C,,

b i r r
employees in cases of siCness, matern.ty and employment ,,„ ry . Under

2 ; ; - - - a s  been set p .o  administer t,,e ,„su ra„cescbem e.esic it0sp̂ ^̂ ^

— t up in many industrial areas and « r . r s  get treatment and m ed ic ine..
~ - B o t b e m p l o y e r . „ d  em ploye. ^

' '0 ‘he following expenses,

b e n e r r 'T '  * ‘■■1’benefits and medical treatment.



Administration of the scheme.

Central Government Health Scheme

The scheme, introduced in 1954 as a non. -u 

comprehensive medical care to the t I ' P*-oviding

T .  j , : ;

: : : : : : : : : : :

: : r

Railways Health Insurance Scheme

Natio„aIisatio„/Pre-Lil,eralisaH„„En.

'"  ' foreign insurers and provident • •

the cenlral govemmenl and nationalised, LIC formed

- - - « . w i t . a e a . . e „ n t r i . t i o n o r :
India. ° " ° ' ' ' " ' " ‘>«f™ "'<heO overn„,entof

1972, Tlie General Insurance Business tN f  ■■

'"■̂ ■-rance Cotnpany Ltd the Ne , d'
New India Assurance Company Ltd the Ori , .

'-u rance  Company Ltd, and the United India Insurance C ^
insurance Company Ltd. GIC
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P0.ated as a company. Bu. even after such reforms, health insurance or medical 

on y .0 lar,e corpora, cllenrs p„re, „„ a„ accommodation hasls. as clam, e.perlence

w a s„ „sa .isW ..h e re „a s„o sch e m e ro rl„d l.d „ a la„ d ra m l,ie s .

™  for Individuals and families This
replaced by a mediciaim policy in 1986 under

~  1  ~  ™ ‘

and ,he medical fra.erniiy Th' h

Thrsschen,els available ho,h on an individual and .roup

3  durln, iheir
rseas ,nps for ofHc.al or holiday purpose, m 1998, Videsh Ya.ra Mi.ra policy was

■".roduced „„|. enhanced scope of overseas mediciaim coverages.

1990. a deferred health insurance policy .Bhavishya Arogya Policy wa 

' " 7 " “ d persons. The policy reunburses

p Z  d' T  ~  -  - r e d
P  d„r,ng h.s retirement age as defined In the p o l ic y .

1993, another public sector Unit Trust nf i ■
'"'roduced Senior Citizens

-n .C ...o p ro v ld eco v era g efo rh o sp lta llsa tlo „ e .^ ^ ^ ^ ^

- • - " - - - r a t t a l n i n g t h e a g e o f . y e a r s . . n y o n e m t h e l . . _ a g e
g P can JO,n ,he scheme by a one-time Investment and his/her spouse can also

become ehgtble for the medical insurance benefits.
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Similarly, many NGOs’ like SEWA riMr 

to its members ’

Many of the health insurance poh'cies floated by GJC of India 

- d  some Of i, were restricted ,„ '

million, which is verv Inw ac

middleclass Th ' H “’
in this era was (ratio of , ■• . ^'^^^'°°fclaims amount over (he

tnconte, «,35%  i„

gross premium of Rs. 4 billion.



Liberalisation Era (From 1999)

IRDA Act was passed in I gag  j  . 0  .

open to private panicipa,io„ But „ ■ /

<".0 .he ™ .e t  due to • '

However, after liberalisation, new a«e i„.

ofiTering health insurance policies in th started

™ sisd u c .o ,h e rac .th a T d

“‘her hand, after liheraiisation, life insurance

illness rider eriticai

In 2001, IRDA introduced TP A c
services in the iTiarket TPa<?

promote the concept of cashless benefit schemes Th h I

■'■■■ ■“ “ ■> » "  “ !  “  ■ '■ '■ " " " “
and public sector in.H lie sector insurance comnamVc r» •

ompanies. During the same period I R D A  .11 .

sell pohcies With critical i i ln e s s in su ra n c :::  7 " : ^ ^

- - e s  is around 3 .  ,,„ io „ . C r i t i c a l  illness r,der is a ^  “
insurance by itself Thn h 1, health
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,  " "  -  -  -  »n. . , „ e  . e

- ’-  > - - -  a .  c o v e .,  .

: ; r ; " "  •" ~
diseases including ,he rarest diseases.

B .  . , e . e r  eri.iea, i,,„ess rider fa.,s under ,ea> . insurance or i i .  insurance is

. . “ p e n -  e,c. are involved. Bu. for

2 ; ; " ; - - ™ , . . e a _ c i . i n c i d e n c e r a i e i s e n o u . , „ o n e e ^

~  i„,a.ion ra.es e.c Xiris loo.s s i.iia r .  , ,

- , . y  ra.e .asies of iife insurance cri.icai i „ „ .s  rider „ o r .s  on ,.,e

overages, „ can no way co .para.le  ,o ,„e benefi.s of core heai.h insurance policies 

j r r  ■" -  -  Of .„ese illnesses lis.ed

under the



company .here a.e „ke ,he p„,le,H„.de,-

ays after the diagnosis. This period of 30 d

Health >0 «npanyHealth Insurance policies also have lots of , ■ •

: £ r - " = = = ' » : =

1938, P™''«ions of Ihe Insurance Act,

'■ -  proposed that an insurer transacting life insurance business shall be 
permitted to provide life ”

Povide l i f e  m i c r o - , nsurance products as well as general ,ni ■
products provided it ties UP „i,h ,  ■ ral m.cro-instirance
,he " 'ransacting general insurance business f o r

-niero-insuranee products, and v r c e  v e r s a .

and '" ‘̂"-ance Act. 1938
md the regulations made there under it is ak
•nricro ■ >'«= concepts of

insurance product- and ‘micro-insuiancc agenf

operational issues O f  the above regulations are under revicwhWROA.
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'"surance Policy Segment

The individual health insurance sector is si, •

0°>h private and ouhr ■

Table 3.2

Details of health business across vario... •
various insurers during 2003-2004

T -

Insurer

JCICI Lombard 
_Bajaj Allianz
-gpyal Sundaram

I
Health Premium 

(In Crores) 
2004-2005

ZT m jR

IFFCO-Tol(in 
JE^AIG 
^holamandaiarn 
Reliance

ZH^CChubb
Private sector 
New India 

~Nationai 
^Unitedl^ 
Oriental

70.39
30.02

Healtti premium as a
percentage of total non

life business

■------------
-------------- — ^  8.3

Growth 8 f '"  
health premium 

(2003/04- 
.2004/05]%

’ 257,0

Growtlioft 
premium 

(2003/04 - 2004/05)
_  %

26.64

9.1

j a i2
7.1

5.6

242.2

5.7
73.3

1.97
304.27

_118
4.9

35.3

-Z17,
I z P l

28.5
56.0

504.28

1.1

~364^
8.6

2.4

11.9

32.7

0.3

P̂yWicsector I '
. T o t a l i ------

. 294.19 
" 2 6 ^

9.5

1,427.9

10.0

„1,732:i7
8.7

43.9
26.3

59.2
55.3
4.5

z s r u T ' — — H i
j s t z z z z j i j

11.9
-3.8

Chela,nandatan -  the latest "ine latest entrant - seem«j j'
business; 12 per cent o f 't  h ■ reusing more on its health

"  • •  . . . .

'■>' the near fntnrc In c ■

onto , e . , v a t e  sector, the,.,hlic sector co,n,a„ics
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I S  u s e f u l  to begin with the provisions o f  t h  •

.a d e  r r  I T

nprovement o f  environment (Art. 4RA)  anH k- 

fa 'i  - d e r  ,h e  C „ „ c „ ™ „  Lis, ( i ,e „ ,  Nos. , 7  nA)
™<ie. ,he c„e,.  ̂ (P '-™ ce„,ica,s) fa„

PHnc,p.es regarding i„,erpre,a,/„n o f ,„e „s.s:
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Predominance of the Union Lis( over tlie State I w ,

O f.e C o „c n „e n .L ,t over the State List
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If the Union List and the Concurrent List overian it 

which shall prevail.

In case of conflict between the Cr.

Concurrent List that shall prevail. "

= ~ := S = ~
h t, '’"“"'"■"^‘"■ance arena by IRDA

- - “ - ~ . h o s . . s , „ h i c h f a . , „ n d e r U „ i o n a n d S t a t e , , /

RegulatoiyEnvironm ent

passed in 1999 IRDA Arf ^

B„t , '  ̂ ° ' ““ P ™ ---°n n sn r a n c e  Ac, 1,38

tnsurance. For Exantple, under Insurance Act 1938

- i -  .reatments is not part Of life ■ ' ~ot hfe insurance business; h ,

'Miscellaneous insurance business whi h '
not the -t . ■ °f®“ ™ li" » ™ c e  business. This is



life insurance business. But IRDA i*; ni ■ 

s e g .e „ ,

Under the IRDA Act 1999 the I RHa ■

.:;;r
■ “ “  .  ,

Insurance Act 1938 the I ifp i
the L.fe Insurance Corporation Act 1956 and H

Insurance Business Nationalisation Act 1972 . ’

Section 4 (2) o f  IR D A  _  d  •

Regulations 2000 sta te s‘the Classes

—  ~  . . I .  I  -  '‘- « -

Section 2(f) o f  the IRDA d

'hea lth  insurance business or health cover a s ‘fh r .  •

= ; . = = r — r ~ r
prepaid, hospital or other plans basis inr î

"■ »="=«« and long ,e „ „  ca.e-

M » l« -D isc ip > i„a ^  N a ,„re  o f  , r b a  Regu,3 « „ „ ,

A  3. p , e  . a . n ,  . . e  , . 0 .
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Though heal,h „as bee,, bro.g,,, ,he p„,-vie„ o f genera,

.nsu,-a„ce business, i. .  reasonable presu,ne „,a. life insurance co„.pa„ies, .l,ic„  

.arke. e n d o w , a n d  o.Ker products „i,b hcal.l. riders, wi„ continue ,o do so 

However, bospi.ais, wbicb run beaUb-plans, ,„a. I,ave ,o register tbenrse.ves as 

-urers. So far none of the private hospitals, which run health plans, appear ,o have 

.eg,s,ered the.selves as insurers. But stakeholders fron, other sectors that influence 

health tnsurance v i .  .edical, pharnraceutical industries are pri.aril, governed b. its 

own regulations. Hence how ,ROA intends to tackle this issue regains to be seen

been elaborated or clarified by the IRDA, They deal with:

Registration and licensing

Management of funds, including control on invest,™nts

Control on Management 

Solvency margins

Powers to investigate and to issue directions 

Special provision s protecting policyholders

Registrations and Licensing

rer is required to obtain a certificate of registration from the IRDA 

Which has to be renewed every year. An insurer can be registered to transact life 

■nsurance business or non-life insurance business, but no, both. The fee for 

reg,Stratton ,s Rs. 50,000 for each class of insurance business. The fees for renewal 

will va^ according to the gross pre,„in,„ written direct in India in the previous year 

but no. exceeding o„e-f„u„h of one percent of such pren,iu,„ or Rs.5 cro,es



7 "  —  - -  a .  e„««ea ,o . e  . . . . e .  H .p e .  . . .  .„e . . .  

under single umbrella etc.

81

°° ''™ " '" ‘ '» - - s e  ,he s.a.e ,„ 5 ,./ . b„. i, ,
o p p o s e . . . . . .

'" "o, p.e.e„. i„ a

: 7  " "  “  “ " "  “ “  '■• " “■ -  -  ^  a ,»

do insurance business, ,he cap,a, .e ,„ l . , .e n , ,e  Rs. 200,
' crores.

eserve Bank of |„d,a a deposit of R s ,  ,o  crores or I-/. „ f

premium, whichever is less in the case of lif '
case ofl.fe insurance b.,si„ess, 3 % of gross direc,

cancel tt, • '<-



Provsions of ,„e Ac, and ,he Regulation, The above i„fe„ ,  ,

M aaacaneM afFkM i,

An insurer is required keep a separate accoum of all receipts and

— - C l a s s „ f i „ s u r a n c e . , s |n e s s . v . l i f e , e  "
In .he ease o f, • n ' ™<1 miscellaneou,

,  .™ . P .s c r .e  ti,at separate acco^^^

" ' " “ P'^t Of an , subclass Of ntiscellaneous business. I„ t„e case of

divine. fro,„ all other assets of tl.e j " ! ' ^

business-a reve ’ “"<<"0 other

are also re,u,red to prepare the balance sheet pro,,, h ,

-coun t of receinK h “
and revenue accounts. In respect o f -

business transacted by the insurer i„

“one every year. An abstract o f the report of th

- i n  nine ntonths, in the prescribed fo, j  ^  ^



ype Oi covei granted tlie amount o f  preiniuin nnl’ • ■

number, dates o f  commencement and expiry o f  r,' , 

showing date o f  receipt th

commencement and expiry o f  the endF y or the endorsements, the tvne ^

— p™ ™  -

*uara„,ee. and deposi.  ̂ °

guaran.ee or deposits anddeposits and cross-reference to tu ,

'■-poking acuaria, i„ves,iga.i„ns wi,„

•— ....... ™ » . « r : : : . : r - ■ ■ ■ - ■

Control on Investments

............

0 .  ,„Oover„,„en. or „ .e r  approved seenr,,es and,„eM ance,■

-  ‘' - e . r i „ e s  are ,0 ,e  „e,d r
™ -..ra n c e s , charge, ,„ p „ ,e e a . ,„  or ,;en T^e

■"vestmenls are specified in „,e Ac, the mOA h 

-  ‘o ^Peci. new in.es„„en,s^ r .e  a

^e^en,.es o f co,„panies, w„ic, „ a .  r i l r ! Z r „ r  T ' "

^“̂ ' " * - - - ' " ™ ™ - P ^ o p e . . d , o a n . a „ d a d . a n c
P-pe«y  are approved. There are ,i.„i,s „„ ,„e of

banking con,pa„ies or inves,„,en, co ■ 

allowed ,0 inves, i„

' " “ ~ i ~ - o l - o f i . s f , , , . s .

in any 

o f all

in

insurer is

or



temporary advances cannot be given to dire t

'oans on policies held by them Ret • ^
y  iTi. Returns in the orescrihpri f  

fRHA P'escribed form are to be submitted to

«a,en ,e„ , o f  a,I i„ ,e s .„ e m s  as a, 3 I» Marcl I,

- n a r i o .  M an, ,|„ ,es f

Control on Management

The A c. seeks ,„ .eg„la,e ,he expenses o f  an insurer Ma 

any re.unera.ion  „ a ,  o f  • •

proms r ,  " " " " ™ ° ^ ^ " " ‘' - - ^ - ' - ‘M - r s , a r e i n
" There are inni.s on co,n,mission „ a ,  „ ,a , aid ,o .

e^^^ployed for ,he purpose o f  procnrin, ,„ s,n ess Lin,,.

" f™ n a g e ,„ e n . T h e „  P ~  for expenses

r e a re d  . o . r . s a e . : i n e : : : ; : : : ; - ' “ -^ ^ ^ ^

“-g a n is e d s e c o r  and , a c W d  Casses T„e , .
- ^ - - - n , s  f,.on,

are prescribed by the IRDA The IRDA I



order an investigation into the affairs of any insurer five directions to a ' 
public interest n r  tr.

.O s e c . e  P.OPproper management Tlie IRHa i

IRDA I ™ “™ ' p e r s o n ,  fro,„ „ n ,„
IRDA can also order the search of any .

books of acco„„«. There are of 

powers. hea,.„ ,-„s„ra ^

Tfongh ,RDA is s,i ula.i," ^

^ e a ,. ' ' - r a n c e ' p r e ! Z „ T r s ! Z r r p r e s ' r ‘“

. e n ^ a L : :

Protecting Interests of Policyholders

The Act provides for nomination in the case o f l f  ■

—  ™ ch Simpler. pro J

- = - " . 0  ,„esti„„ after two years on

on inforrnatL ”

- W . o „ s e . i s t f o r d i s p „ t e s h e i „ . a t . e n d e d t o h y t h e , .O A o r h y t h ; r „ i r ^

Regulation by Courts of Law

m e d ic ^  “ ™ -ty  of

0 - d i c a , ' Z " i ! \ r ' " '
- ^ - o „ : : :  : : r . . . . . .
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K e e p ., „,e ...... .

p i l l
med,eal praCoes and bi„-„edieal environmen,. wi,| b,e„me ,™re 

pronounced in the coming years.

Ombudsman Scheme

The ,RDA ha. also app„i„,ed ombudsmen, Thei,- ft,„ci„„ ,  ,  

J P . a . n .  i„ . .p e c ,  „ ,d i ,„ .e .  ,e .„ee„ po,ic,ho,de„ and i „ _ s  i„ . . .  e . e c . i .

-  * ê on.,„d™ an ,„a , .e,a,e ,o

:  " ' ™ ^ " ' " P ” ' - ' ^ > - ^ i - - " - - e . a , c o n . . „ , c . i „ n o n h e p „ , i c ,

document to customers after receipt of premium.

The ombudsman is no, a judicial authority. ,t wii, ac, as counsel and mediator in 

™  ers „„h,n „s terms „ f  reference. iT has no right summon witnesses. It has t„

complainant

~  allowed to m a .  persona, submissions. But lawyers are not permitted 
argue the case.

and the 

to

complaints to the ombudsman lie only when the insurer has r e i . . .

reply

- rejected the
wmp amt or no reply was received within one month of ,he complaint or the re

sat,.factory. A complaint can be made within one year after ,he in,

- e c e d  the representation. The subject matter should not be already before ' 

or consumers’ forum or arbitration.

insurer has 

any court



87

-  - -  -  —  ̂ , .  : i „ :

^ z z T r " ^
days and inform the ombudsman If the r i •

Insurance Councils

r r  .............. — — r

......... — -

Council Will consis. of ^e.bers w Z m  ^ '" T  " " ™ “

Both th. ' i" l"dia

s ta tu r  ' " " ’ '™ « '=  to make U,e
statutory environment more insurer friendly.
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COMPARA TIVE STUDY OF 
HEALTH INSURANCE SCHEMES



c h a p t e r  IV

i n s u r a n c e  s c h e m e s

Though the basic purpose o f health 

Health Insurance can exist in different f o r ,n r '™ ''  ^  ""‘'•

P««iced in Indi, o f  health insurance are

™™us fot^s Of health instance coverages Such 7 " " “

plans for health insurance, “> ‘'“ >8" new

into two ^

o^ealth  insu,™ „ ^o-ses on the var.ous

'"trance schemes ,n select countries.

Schemes

The various health care program,nes present,, „ •
follows: '’" “" " S '" d ia  can be categorised as

^-e-run schemes forforma,sector employees;
Health Insurance Plan offered bv Tn

y Insurance companies

«Porate sector health care programtnes;

Community and self-financing schemes, primarily f

formal sector; and workers outside the

edit hnlced health tnsuranceschcmes.

Memb
««hip  o f Various Schemes

The health insurance policyholder figures o f  va •

™r.ous schemes arc depicted below
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Table 4.1

Health Insurance Coverage in India'

f ^ S l i ® ^ S & ; ! z z z z z z :
_Defenc£ErTTpioyees ------------— -------------
E x^se rv icem ^ ----- --------------------------------------------------

25.3
4.3

t~A-oc;t viufcirnfin ---------------- — ____________

— ----------

Total -----------

6.6
7.5

4
10

0.8
0.23
<0.5

<8

-8 5

Ste,e-r„„ sehemes for formal sector employees

There are two schemes, ,l,e Central Goven,men. Health Scheme (COHS) and the

T  a,so

0 .  w .e s  . e  to s ic .e s s  as . e „  as c a s l  

compensation towards permanent physical impairments.

Employees' State Insurance Scheme

The Employee Stale Insurance Corporation (ESIC) runs the ESIS. which

compulsory social security h e n e .  to workers m the industrial sector, Xhc original 

-  required it co .er only factories usin, power and employing , „ or more

J .o y c e s ,  and was latere.ended to cover tactories not u s in ,^

sp ec tic a ,,:
' lDr>A



9] 

as or

excluded from the
coverage. Any organisation offering benefits as good 

better than thp i • §ood
ESIS IS obviously excluded from tlie coverage.

The monthly wage limit for enrolment in the ESIS ha h

- « « < o R s . « 0 0 a „ , n o w t o R 3  7500 T, "

P - n . ^ o f 4 p e r e e „ , h . . i  ^  ^ o f  a
by the employer and 1.4 per cent hv tl,

di^blement, and survivorship and f

the total benefits paid under the ESIS Th

mismatch between the r^n ■ '

.0  per eent o f th '<'»
of the country, ,„,a| workforce is engaged in the ■

Hospitals run by ESIC suffer f  t

coverage o f workers under ESIC Act.

Central Government Health Scheme

dfy scales (the contribution starts at ...
traits at an amount as low as R<= 9n

Separate dtspensaries are maintained for ,|re exclusive use o f centra,
workers. There are pl government
b .  . government run hospitals where the CGHS
beneficiaries are treated. Over the years the

-  Of hene«ciaries. By . ^ 7 ^  ^  ^  '«
y covering all systems of medicines it deh’v . 

thronah ^90 delivers services



'  and de„,al u„j,3. The lotal k
■*•2 million in 1 9 9 7  g  ■. beneficiaries was

™edica, services, „,e COHS .

— e„. . r  e .p e „ d i,.e  . r  a .a i„„ , .ea.„.e„, ̂

hospitals and approved priva.e faciliries. The lis, o f  be f  ■ •
IS well as ex sover “ efi^.aries conlains all current

government employees, indndin. Members o f Parliament S
High Court judees a n d  r  . , "lam ent. Supreme and

ges. a n d  C e n t r a l  G o v e r n m e n t  b u r e a u c r a t s .  The COHS ■ ■
criticised for its nualitv . . .

i-reasing ,l.e actual use o f  f T " " ' ' " '  "

» e  Plans b . t h T  ^
by the government to hand over CGHS t fj. u

private. Thoueh thê  hands o f
1 nougii the scope o f  the r o u e  • i- •

- - - - a c u n a e o n t h l p a r t o r  ;
If COHS .  to plan properly.

' f  COHS and ESIS had been good and etficiem enough ,t could 1,

- - . u r e m o d e l f o r s p r e a d i n g h e a l t h m s u r a n c e a c r o s s t h e c o u n t . .

E -P-«yer Managed Faci««es and

The government also provtdes direct health services for em I

their own system n f rii

care services through 110 h ' . ‘»'o"e provide health
* 110 hospitals and 665 dispensaries to nearlv 8 6

beneficiaries An inH.. f ^  miJhon
- o r  that offers sinnlar kinds o f  services is the . ■

s e c t o r .  T h e r e  are numerous r e i m b u r s e m e n t  p l a n s  o f f e r e d  b y  t h

-ed ical expenses. Many private sector • ”
. . .  companies, in addition to ESIS and nth
health tnsurance schemes, reimburse the expenses The

reimbursement, k -'is  of



Health Insurance Plan offered bv In
by Insurance companies

. . .  “ r z : : : " ” '

eligibility, and benefit ^ ‘I'eatment. Premiums,

Coverage

GIC introduced firs t Iieaifh ;

liberalisation era fo r pub lic  But dpuoiic. But durme 1990’q ,•5 S, in  the  l ia h f  o f  1
procedure to reimburse I • cumbersome

Sum ins^ed was raised fro™ r , s3.000,o R .  300,000.

65 years, 66-70 years and 71-75 years. "<>-55 years, 56-

Ra.e „ fp ren ,i™

Ihe higher categories o f  sum insured) Tl

(up ,o «  years a  ̂ »*' ' ^5years age group) and Rs, 330 (-71^ 7 ,

coverage ,0 a high o f be,ween Rs 2825 d R

" R -  2825 and Rs. 5770 for Rs, 300,000 coverage.
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Ex<e„di„g coverage to ch.ldren between the a«e o f   ̂ ,

0"e o f «,e parents is conenrren.,, enrolled.

Emending reimbursement o f cost o f  heal,I, chect 

° f  every four underwriting years.

This plan also provides familv w 

Mediclaim policy.

*  J i r , ;  ” ! ”  I ™ ,  1 7 ” '

average linrit o f Rs. 5000 in a year ,t i "

r r “ “ - .......

Mediclaim.

J J . : ; ; :  -  -

•hen 100 per cent o f the sun, .nsured is paid l  ^  ^

eyesight, hearing, and different parts o f linrbs, 1 - 1 1 7

insured are being paid Bha ' I ' Pefeentages o f the sum



introduced by GIC in 10Q1

~ : : : : r : : : : " ^

conditions fto™ effective date o f benefits,

' "  2004, Q I C  launched Universal Healtl, lnst„a„ce sehetne at tite

~ P e . d a . . i s s e , e „ e . s ™ i n , , 3 , o . P o v e „ ; ;  ^ "

• ^ < - * ™ e a , s o d , d n „ t « , . , .  The Oovern^en, is ^

Oe,„,e.M atch peWod of  ̂  ̂ “''

has been modified. As per the seh '”

different policies The Gov ^  ' » «
Government will provide Rs ?oo

■• w . „  ” ■  "■ • » • • " . .

w...
Unit Trust o f India (UTI) a „„hi- 

C ife n s  Unit P ,„  ( s c u p , ,n April 

expenses up to Rs, 500,000 for the investors after

- y o n e  in the , S - «  .ears a*e ,roup ean.oiu the ^  ^

and his/her spouse can «l k one-tnne mvestment

- - e s t a n d s v v i t h d r a l
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. e  . . .

” r " '  - -  -  -

“ " ° ’’'''” “ '“ “™ “ “ ''™8= between Rs, 50.000 and Rs. 300,000 This

„ „  *" ° * < = ' a i m e d  only once out

~ - - - o « O p e . o e „ t .

. watver o f subse,ue„, p .„ ,u n ts; subsequently annua, payment up ,„ |o  pe,

- . . a . . . . , l . e p o . y „ _ o . . i _ . e s . . l e . ^

- - n d  .estln , bonuses a .  on 
J  u„ty 0.  death, whichever is eartle. The bonus ,s paid on ful, sun, assured even

n t e l ,  . 1 " "  ^
surance poltcy, ,t became popular by selling 175.000 polices during 1995^

06 wtth total sun, assured o f R sl 3.620 ntillion.

Life insurance cotnpanies staned floahng health insurance riders in the post-

era, erittcaltllness rider offers health ris. coverages,

Poi.cyho.der if dtagnosed with any o f these illnesses hstcd by the .ife insurer at any

. e j

on tttons l..e  the pohcyholder „nst survive for at .east 30 days after t.,e diagnos.s,

; ;  r r "
s.cany, the po.icyho.ders shou.d get c.eared of all the doubts before taktng pohcy
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Private Sector Health Insurance Schemes

In the lines o f Mediclaim policy o f G ir ■ •

Cholamandalan,, Reliance General ,„s ' ^

^'-^^i-Lombard, TATA Arr u .

features and c „ „ ,p e ,,,e p „ ™ i„ n „ a ,e s . ^

• ' • - - f f e .U t h .o n .h  Bancassurance Channels

Wift .he emergence of Bancassurance Channel in ,„dia „  •
companies have started w • . ’ ^^^surance

■ » -  -  ™ . .

Cancer Insurance Policy

•■aPPens rha. re,n,ar h ea l, insurance polic, nra. no, he ahle . “

disease w.O, specialised a„enti„n Hence Can P ■

,he l.heralisa,ion period.  ̂ ^

In 1994, CPAA introduced the Cancer I
‘-ancei Insurance PoHcv in u

New India Assurance Company The “ "aborahon with

............ ........
 ̂ An ,nd,v.dual wishing ,o taice this policy



" " ' S ' u n d e r g o  a ™ „da,„o, f e e  check
r  . ^  ''ne o f  the CP A A \  r
Centres. During the check up a Phv ' ■ d etection

P’  ̂Physician, a General s . . .

S . , e o „  w ,„ ,„ e e „  ,he„,. b . ,  .,„„d  , e s .  and a “

P -f°™ ed . , f  a e  i„d,vidua, i .  f„ „ „ , ^

procedure, they are then enrolled under the s c h e n r '^ '" '''-  

below . The policy takes effect 30  da

- o " e d  in .he scheme after ,rea ..e„ , a „ d l„ v e r y  f   ̂

be necessary, charges for which

returned after deducting charges f  ^

— - e r a s s p e c i n e d i n ,  ,-P e iiied  m the p o licy  docum ent un to th .  •

<he disease. All treatment has to be t k ^  <°

- - o - y a , s „ c o v e r s a . e e l  " ' " " " ^ ™ “ ‘ " " - - - - e .

'^fo™atio„ abou, the disease is T l  ^

— ~ . : : : : : -  -  -  

c r e a se d  by 50/. „„ ^ ‘°  ”° ‘- y  '-Ider shall be

during which ih r  
in force prior to claim but ,hi, ■ 8 ch the pohcy has been

'Whenever a claim is submitted. CPAA j "

.........

7  ” — * - .  - .  ™ . . . . . . r '  ■  ” “
which is becom ing increasinal corporate policy.



E luding employees fron. eo„,pa„,es as HDFC G .

Boda and Ta,a Assets. December 2004 ®

*<ec.ed ea.es o f 3 ,  . '  and 6 ,

- . . p l a „ „ o a . e d . , C a „ e e , - s o . e , o n . , d . , C S ,

Corporate S eco r  Heal,h Care

serviees. have developed 

THere are broad,, . «  approaches: , e  i n r e !  2 ^ ^ '  ^

- - n d  one is diree, provision of services E „  , "
services. EmpaneJment refers to tu

"here the employer develops a pane, o f ^

M ed.,aim  coverage .be^ e- in the context o f the semnw
emergency services and d' • W roach, tbere are instances o f

<̂ e Tatas bave even deveioped ^  ^

often than not possess tbe 1 i I’ospitals more
P °-ess  the latest state-of-tbe-arttechnology.

Apart from this, there are big coT,orate Irospitals like tb A „

which are characterised by high quabtv b ’

r .  c : : : : : ' " “  ....................

Community and self-ge„eraterf fi„.

non-governmental organisations (NGOs) or n l r r ? ”™"'

organisations rely on finan f  " "Sanisations, These
-  rom vanons sources, including goven,,nent. donor

y



'•gencies. and community and self-generated
geneiated sources. Workers anH -r-

the formal sector Th, ““'^We
' "5 sources o f revenue f„,- ir,

- e  provider such f

■ " - - - n c m , . s l i r o r “

100

- « - ' - « o n s  for financing „ea„„ „ r  ■
some cases the revenne r.-  ̂ • services. In

ise m this manner constitutes more than 5 n 
‘°<al funds o f the organisations. " “ “

System of making contributions in kind I. i,

- - - - - d , s n o t v e r . , o . u , a r d u e . o : i : ; ; ^ ^ ^ ^ ^ ^ ^ ^

Other sources o f  community-based and self fi„a„ ■ ■

Tbe most pertinent point about these schem, ■ ,

~  ■"  ̂ community.
have catered to a small r o f these schemes

‘o a small section ofpopulation with limited health CO ■
elementary, preventive ri ^eiage restricted to

Prevemtve, and maternal and child health (MCH) care.
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Table 4.2

Name, Location,
year of initiation, 

j nature of scheme 
and ownersliip/ 

. -m ^ ^ e m e n t  
ACCORD: Nilgiris, 
Tamilnadu 
Established 1991 
NGO-intermediated
(with GIC as 
insurer

T---
Snap shot of few schemes^

Target population, 
type of membership, 

size of enrolled 
population

: Adivasis 6 months’-7’o’ 
years of age. Voluntary
individual4446outof
13000

Premium Benefits Exclusions

^W^sTMadu]^ 
Tamilnadu, 
Established 2000, 
NGO -owned

Rs. 20 per person per 
year (scheme 
subsidises an 
additional Rs. 2.50)

^^iavsarjai^^
Patan, Gujarat, 
Established 1999, 
discontinued 2000
NGO-
Intermediated (with 
GIC trust)

Women members of 
self help groups (SHG) 
and their families, age 
12 months-55years 
Excludes those with a 
history of chronic 
disease. Voluntary 
fam ily  or individual 5710 
out of a general 

_eppu lationofM 97fi 
Dalits (scheduled 
caste), 5-80 years of 
age, voluntary individual 
574 individuals

coverage is for a
fam ily including the 
SHG member and at 
least one other 
beneficiary and Rs. 
100 if coverage is 
only for the member

Rs. 159 per individual 
(payment of which 
was partly subsidised 
by an external donor)

I All hospitalisations 
to a maximum of 
Rs. 1500. Covers 
care at one trust
hospital (or others

JLi^feTOLreguir^) 
Reimbursement of 
75% of hospital 
expenses up to Rs. 
10,000 per family 
per year. Except in 
an emergency, 
benefit only for 
treatment at 
kadamalaikkundu 

_Hospital____ 
Hospitalisation to a 
maximum ofRs  
15000

Only two 
admissions for 
delivery 
covered per 
woman

Must be an 
inpatient for at 
least 48 hours. 
NO coverage 
of pre-existing 
disease nor 
normal delivery

Seba : Calcutta.
W. Bengal, 
established 1982, 
NGO-lntemiediated
(with GIC as 
insurer)
SEWA:
Ahmedabad,
Gujarat established
1992, NGO- 
intermediated (with

LG IC  as insurert

^ n h rm a ilo ^  ~  
characteristics of target 
population: na 
Voluntary Fam ily <
3000 families (71993 

. data)
Self employed women 
and their spouses (ages 
19-58 years) Voluntary 
individuals 92000 of 
285000 in target
£opulation^2001;2^

Rs. 105 per member 
per annum Hospitalisation 

expenses upto Rs 
8000

Normal 
delivery, pre­
existing 
disease, 
> 1hospitalisati 
on for newly  
developed 
chronic 
disease, 
HIV/AIDSand  
its
complications, 
diseases 
resulting from 
drug/ alcohol 
use

^ndividuaTc^^
Rs. 20 per annum. 
Also membership can 
be paid by fixed 
deposiT

Inpatient costs 
(private or public
hospital) to Rs. 
2000. Fixed deposit 
members receive 

L o n e-tim e jm

~Nomia[ 
delivery, pre­
existing 
disease, >1 

I hospitalisation 
I fornewlv



payment for 
maternity care, 
dentures and ’ 
hearing aid.

T F- o ld : A n a n d ,
Gujarat,
established 1993- 
94, discontinued 
1999, NGO-owned

~Residents^fone7u^^
district Voluntary 
household 16%-20% if 
the  target population of 
800,000

Rs. 10 per household
per year

Patel Insurance 
scheme) Anand,
Gujarat established 
2001, NGO-Owned

^'^temberslfFdaiiy^ 
operative depositing at 
least 300L/year 
Mandatory Household 
113883 households 
(size of target 
population; na)

Discounts on 
inpatient care 
(inversely 
proportionate to 
their wealth) as a 
single trust hospital 
in the district

~Nominai'^^  
per household per 
annum in addition to 
3paise per L of milk 
deposited (i.e., 
minimum Rs. 9)

Covers 100% of 
direct costs of 
hospitalisation at 
any of 8 trust 
hospitals but DOES 
n o t  cover 
medicines

^^^WPTchennai^ 
I Tam il Nadu  

established 2001- 
2002, NGO- 
intermediated (with 
Royal Sundaram 
as insurer)

iW o r W r n e f T ^  
W W Fand their families 
voluntary Individual ’ 
Data not available on 
enrolled population

^hiidrerTRsTes^
year
Adults;
<45years, Rs. 125 
P e r y r > 4 5  yrs, 
Rs .175 per yr

C o -o p e ra tiv e : ^^00 in 3 villagesCo-operative:
Karnataka, 
established 1973, 
provider owned 
scheme

R A H A ; Jashpur, 
chattisgarh, 
established 1974., 
NGO owned

In W ia tio n
characteristics of target 
population; na
Voluntaryindividual
75000 enrolees (1993 
data)

Previously, 
mandatory enrolment 
of all members of 
M allur Milk Co­
operative (? 
1997data). Now, 
premiums paid from 
endowment fund, for 
all community 
members

Inpatient expenses 
up to Rs. 7000 per 
year (maximum Rs. 
5000 per claim) 
Limits; Maternity 
care Rs. 3000 
cataract Rs. 2000, 
bed charges Rs. ’
100 per day 

Preventive and 
curative care 
(entirely free  o f 
charge?)

^developed 
chronic 
disease, 
HIV/a id s  and
its
complications, 
diseases 
resulting from 
drug/alcohol 

I use 
^People 
deemed 
sufficientfy 
wealthy (as 
adjudged by 
doctor or social 
worker) were 
not provided 

jv itfib en e ft 
Costs of 
special (v. 
standard) 
hospital rooms. 
Heart surgery, 
cancer,
HIV/a id s ,
major
orthopaedic
surgeries,
kidney
transplants
N A ~ ^ -------
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NA

Can be paid in rice
Free outpatient a 
care and after 
aping an initial 
entrance fee, 
members receive 
free  hospital

NA
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Sewagram:
sorghum health 
scheme wardha, 
Maharashtra 
established 1978, 
provider -  owned 
scheme

SHH: Calcutta,
W. Bengal, 
Established 1955, 
provider-owned 
scheme
VHS Medical Aid 
plan: Chennai, 
Tamilnadu, 
established 1963 
Provider-owned 
scheme

f_ y e J o R s J ^  
50% coverage of 
OPD visits and

, villages; for a village to honsthow ? "
be included atleast household up to 5 o P D  vis

75% of the households S ^ b y ^ S k T o f'^ ^  I Planned
should be enrolled. jowar) A d d if l?  i f '^°spitalisations

Voluntary Household 40 for
villages (data on households ^^0%
population ;na) coverage for

emergencies and 
unplanned 
hospitalisations. 
Hospitalisations 
must be at a single 

j eaching hospifaiUniversity students only ---------- UH^cnina^nosf
Voluntarylnstitutionalor c o l l e M ^  
individual 1,020,000 schools P  I S  f t  consultations, 
students covered in ^ugs and hospital

stays at nominal
Anyone may join 
Voluntary individual 
'^24,715 members 
(March 1995); but 74%  
enrolledforfree due to

jheir low incnmp

Membership fee 
graded according to 
monthly income

rates
Free annual check­
up; curative and 
diagnostic services 
for outpatient and 
inpatient services 

J l^scou nted  ratpsIi ----—

n îone
mentioned

inpatient services
Kadamalai kalaniia Vatfara



p a n . . , . ,  , ,  , ,
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H oweve. U was soon .eaH3e . . , a U „ a „ j , Z X l e

treatment • ^^pcnditure on
reatmen, and assoca.ed consumption needs were ,he nri™ 

repayments To „i for defaulting on

community based heatih me ^

er option for reachmg the informal masses in th
masses m the country. But from  ti->«

of Ihe expert interview’ i, “ ‘'P'"

;  ■ « ~ . ™  » . j : : : : ; : : : r : r
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> ° - a . o v e

successfully making good surplus for 2 years but foil • i

W^ fu„.s . a ,„ e .  ou. . r y  . s ,  a .  .euce af.er . a ,  .. agal„ ,o l„ e . I ,a ..s

—  co™ fo. ^

a .  M.cro ,„sura„ce orga„lsa.lo„ l a c .  professional e.pe„e„ce .„ , a . l e  

, : : ~  “  ~  -  -  -  - e s  proper .
-  . ~ . e p r o f e . o „ a l ^  ...........

l„ reaeaiug . e  masses. .  a researe. „o.e, ,  „as f o u .  j

- y  GOs ,es„a.ed even ,o respond ,o .he researclrer when was Irled ,o read,

atom the insurance coverages.

—  d u e.o th efac ..h a ..ad a„yofth esch e„es.een effectiveitw ou .d h ave

"  -  for spread o f health insurance'. Hence, new nrodels are

^-.redforl„diaforpron ,otin ,heal.h  insurance hy overcon,ingthedenrer,.s.

S eC ion ,,: Health ,„s„ra„ce Schen.es Abroad

j r “  ~
^  -  -  China, Thailand, Sri .anka, countries,

' 0 - ™ - y  ,s discussed below



China s,a„ds o„, as a„ example w„e.e insurance has been successfu, cove.ng  

large par, o f „,e population bo,I, in rural and urban areas The

ependence on insurance financing. There are two k' h
K in e ie  are two kinds o f  coverage, whicli are in

practice m China, labour insurance medical coverage for state

through various kinds o f  h ™ ™rai popula,i„„

-cordanee wi,h ,he

which is ■ • '  "■'‘= “ a “"d I"donesia  ̂ India.
.3 snn„ar ,o ch.na in ,e„„, o f  population growth, has Io,s o f learnings fron,

Thailand

v o i u „ , r h i ' V “"

J T e l r  ’ —  -  - g e

fealures Th , '"eir ,.npo.tan,
J .  .arge. population o f each o f ,hese seh e.es  varies ,er,„. o f .heir place

“ ") -  e„ p lo .„ en , s,a,us <for.al secor.in fo™ , s e c .o r i ;

heahh in  ̂ t>y
;  —  large,. eonsis,s o f subsisience farn.ers, self-en.plo.ed rural

w o -a .n r h a „ d w e ,le r se n g a g e d in ,„ fo r n ,a ,s e e ,o r a e t iv i ,.sn e h a ss ,:e :v e n :;

106
China



s„,al,-scale c o ^ e r c ia , undertaking. Fr„™ ,  k

Srilanka

Sriianka. ,ea„h c a .  expe„di..e  i. CaracteHsed

c r : : : — ......... .....................

Latin American Countries

The pauern o f health care expenditure in Latin A,ne ' 

according to the size o f  the "

toJJowed m countries like Chile i h

per cent o f th 3̂
of the population is covered by public health care whereas the ■ ■

per cent are enrolled into the ISPRAE ■ «'e ren,a.n.ng 27

system o f . .  Colombia too has a
public funding and managed conrpetition. which has no, on,

increased the coverage but also made the system m • ^
system more equitable. In fart u- ,

" r ; ; r z ! ; r : £



of-pocket payments by high-income workers T h  I

is ,ha, -ind- f -  '"‘i -

United States of Ameri

]08

ca

In < h e  U m t e d  S t a t e s  o f  A m e r i c a  i „  e x c e s s  o f  $350 b i l l i o n  i s  s p e n t  o n  h e a l t h  c a r e

J  y .  ^ ^ P - i d e .  b y  p r „ a t e h o s p , t a , s , f ™ d e d e t t h e r  b y  m .  v i d t , a , s  b y

J  !  -  -  - ^ p l o y e ,  an .

a l . h o u g h l ’ T

r a n e e  , n  t h e  U n . t e d  S t a t e s  h a s  d e v e l o p e d  i n t o  t w o  d i s t n t c ,  c l a s s e s  s e l f  

f u n d e d  a n d  f i t l l y  i n s u r e d .  '

Self funded medtcal insurance emerged trom Employee Retirement Income

- - . o t a k e o n  t h e  r i s k  O f  t h e i r  e m p l o y e e  b e n e ,  a n d  S t , I I r e c . : : : ;

protect his f  r " ' - ' ” '’"’P 'o y 'r could

c l a i m s  b y  . . n  b  -  ' - « - B g r e g a t i o n  o f  s m a l l

y purchasing aggregate” cover.

F u . . y  i n s u r e d  m e d i c a l  m s u r a n c e ,  f o r  e x a t n p l e ,  u n d e r  c o n v e n t i o n a l group health
i-r a n c e , the insurance company assumes all the costs and risks o f the ,roup health

—  -  -  cover hospttal e . c : :

P ^ C ' a n s  a n d  s u r g e o n s ,  a n c i l l a r y  Charges, a n d  o t h e r  m e d ,c a le .e n s e s .  B l u e  c r l

over hospital expenses and other related expenses. The plans provide s
service



benefits rather than cash benefits to the insured. Blue shield ola 

- — ated „ ,ed iea ,.p e„ ses .

members m a cost effective manner. There are several types o f  
managed care plans in T IS Th

(HMOs) Pref ,  ' Organisations
" d  provider organisation (PPOs) Exclusive

(B PO s),Poi„.ofserv,ce(PO S),ans — »ns

se r v ic l ! T  '  7 " “ ' "  “ - - - - v e
es to ,.s  „ en ,h e rs  for a n .e d ,  prepatd ree. H M O s have a number o f  hasic

characteristics, first the u ,

~  ■ ,  ' and dchvering

“  " • ■  “  * •  — . .  m o  J  

■  * •  — . . .

y l™ «ed to phys,c,a„s who are affiliated with the HMO, fourth. HMO members

: . : 7 " " “‘^^“ “- ' ' - - - - - o ^ . h e m e d . c a l s e r v , e e s p r o v , d e d :
O” «'“ ‘= -  a heavy emphasis on controlling costs

A PPO is a plan that contracts with health care providers to provide medical 

- e s  .0 the members a. reduced fees. PPOs should not be confined with HMOs

,  :  r  -  "0* . o v i . e

r   ̂ a fee-for-services basis s then

 ̂ -  earher. t , .  f . s  c h a r .d  are be,owprovider s regular j ..& lee. Second, unlike an
unnKe an HMO, patients are not reauired to 

— » . . . .  ■ 

deduchble and co-payment charges are reduced
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.W e s a „ .e o -p ,„ e „ ,3  ^

USA also passed HIPAA (Health Insurance Por.abili,y and Accoun,ability A c )  

which requires the portability o f the health i„ ■

■' -  - .  j : : —

United Kingdom



P^vided publicly by ,heNa„o„a,Heai,h Service (NHS, TI.e I
liealtl, c ,r , ■ free
J  —  ̂ •» -  —

 ̂  ̂ ^yw.de, „ p„v,des for pri„«ry. secondary and pos,-opera«ve care Pe„p,e

-cording .0 ,„eir „,eans The 
govemmen, sets fte annual NHS budget from tax revenues.

........... -

„  C ™ " ‘  -  • — - .
ore patients and so generate more revenue for the h •

— i—
P oduct that, after a consultation with a General P™ , v

aIlnw<.H ,u ■ general Practitioner (GP)
allowed the pattern to by pass the state system and ,

indemnity Healthcare: Due to the increas.ng cost o f f l  ^ ^

- p a n , e s  launched . u d , e .  products The d ^  ' ^ "
products. These did not offer inferior levels o f

w asaw aiti„ ,pe„odbef„retheybecanteopera.ive,fa

perforn, H “ uld no. be

: “ : d ”“" - ^ - - - - - - - - e r „ a t . v e t o b „ d , e t h e a , t h c a r e s a d l

- - - - „ n s n r a n c e i s t „ r e s . r , c . .h e h o s p . t a . s .h a t t h e .n s u r e d e a n u s e „ : r



«™erge„cy situations. India has long way to .o  f

‘W"8 to note is that due to the I ^
aue to the long wait queue for NH^ h ^

favorable destination for medical t ' “
medical tourism business from UK P

noted that Apollo eroun ’ i I'ecently it was
8 ° “P P'®ning ,0 aequire some hospitals in UK H ,

W e ss tv e  Plans forpromottng nted.oal tourism business.

Germany

Germany does not have national health services like the UK Th

Most o f these are a members
government controlled, although some ar ^

Employees with a permanent

— e With a go •» -  out health

, e  employee :idus to contract with an
an msurer prior tn

'  - ™ ~ e n t  Of

- - n  Kasse CAOK) .O K  ts the I
 ̂ OK ts the largest government controlled health '

German, and in effect is fh. •
'S the msurer o f las, resort. AOK theref .

- - e r is ,s e le c t io n o fa l lh e a lth c a .p r o .d e r s m O e ™ a n y  ,n thT it 7  ^

8-m o n th ly sa la r y . ™ s  percentage «g„re is , e  same for all i,

his salary or the type o f risk The regardless o f
The employer must also pay the same „

- « b u t io n s  are spl„ .O.Ohetween empio

persons receive state fu  d
employer and employee. Unemployed
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prov.ded for the spouse and fte  children. The private sector

Ireland

* . . . T r  ............................................ ............................................................ ....

j  ; r T ‘  -of the population now has nrivate c „ .,„  j . . .

public hospital care. This is similar 

A ustralia

Pnvate cover due to concern a b o u t  watting thnes for
to UK experience.

under the present systen,. roughi, 50 percent o f the population rely on the

pr,va.e hospitals p rnnaril. relyin, on . a . r  public 

”  “ •̂ “-■fopWc situations. Everyone is

- . c a l c a r e , , e n e r a l l y . i t h a c o , a y „ e n t o r . a p t o ^

s“ r  - — - I T
ant taxpayer support also for private health insurance primarily though a
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, r  ”  - o . .  now o„ a

; ~ "  -  - -  , ,  

t h i s  j u n c t u r e  i n  I n d i a .

Singapore

" — "  ”  -  -  - .  - * , . ,  _ , „  „ ^

gements providmg for a range o f welfare needs. bu( Singapore’s CPF is among 

e - s .  eomprehensiv, funded by 20 peroenr contributions fron, eaC, o f  the 

en .P 0.e r  and .be enrpio.ee (aitbongb tbe en.p,o.er conrponent .s to be redneed,

-  outs,de _ t s  seenr .!  

' ™ r  "  —  —  tbrougb tbe CPf. Xbe iargest

- ™ e t tb o „ g b i tb .f a r is b „ u s in g .S .„ g a p o re a „ s i„ fa e t , ,a .e a „ ,n e b b ig b e r ,e . io fo™  o s , ,

percent), .e v e .b e ,ess retirement ineome p r o . .o n  .s one Of tbe C P P s

™ Jorpurposes.C PPcon.a,„stbreee,em entstoprovidesecnrit,againstbea,.b  costs:

Medtsave. 6% of salary rising to 7% at age 35 and S-/. at age 45 is paid into a



hospital and attending doctor expenses.

■ ~ „ s  ag a in . e x . a „ . . „ a ,  ^

~  W .C . .  e . e „ « a , ,  a « e , , . e .  I . e . i . e  e o . ™ „ , ,

e.e a „  s„„„ exclusion .o™  ,„e s C e .e  ( e ,„  ^

“  -" - -  - u .  .0  .0 . .
costs are funded by it, the bulk eon,i„g fr„„ Medisave accounts.

Medifuud: TOs is the govennnten, safety net to support those without enough

co.,d  tentove too ntuch o f their exposure to out o f  pocket costs. The government does

not wtsh to sec healthcare as ■•Free-. .his regard. ,. might be noted that when they

o rcuire hospit. care, Stngaporeans do have choices- as between private roon, or

a . e  wards and the iike-which c a .y  different costs, to be nret fr o . the.r ntedisave 

balances or out o f pocket.

health insurance components attached to it.
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Comparison Model

In summary, from the study of health insurance systems existing in various countries, 

It can be mferred that a generic model exists throughout all nations. It can be depicted

as below:

Direct out o f pocket system is a system wherein tlie patient pays for l,is medical 

expenses on liis own. This system is present in ail societies, particularly, where the 

awareness about insurance is .,ot developed sufficiently or where due to paucity of 

funds the goventmern has not been able to provide much by way of universal health

care. However, for expensive medications the poor would be deprived of the medical

care under this system.
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Compulsory public insurance can be implemented by following either the 

general tax revenue model or the social insurance model. General tax revenue model 

is prevalent in nations like Australia, Canada, Russia, Sweden and UK. Here 

irrespective of one’s employment status or any other eligibility criterion, universal 

coverage is provided by government through providers who may be employees of the 

state or on contract with the state. General tax revenue is used to finance the 

expenses. There are two modes of implementing this model i.e.. the integrated model 

and the contractual model. These have been elaborated subsequently.

Social Insurance model is a model wherein the employees and employers are 

mandated to pay payroll tax to the insurers who negotiate with the physician group to 

provide the medical care to the insured. The poor, unemployed or the retired are 

either insured through social insurance funds or there exists hospitals run by state in 

addition to those privately managed. Nations like Germany, Japan, France, Brazil 

etc., follow this model. Again this may be d\subdivided into three models i.e., 

integrated model as in Italy and Spain, contractual model as in Germany and France 

and the indemnification model.

In Integrated model the hospitals are owned by the state and physicians are 

employees of the government. Hospitals get funds out of the health care budget and 

patients do no have to share the expenses. The advantages are, low administrative 

cost due to unification of administrator and provider, no transaction cost between 

third party payers (i.e., insurers) and providers relating to verification o f payments for 

service etc. The main disadvantages are that there is little economic incentive to 

providers to enhance service quality, no incentives for providers to reduce unit costs, 

and long waiting time for the patients and apathy of providers.



In contractual model, prevalent in Canada, this model is similar to the integrated 

model except that the state enters into a contract with the service providers either on a 

fee of service basis or on capitated basis. In a fee o f service contract, the physician 

providmg more service gets higher compensation. In order to reduce supplier-induced 

demand, cost sharing with the patient by way o f deductibles may be introduced. 

Under the capitated payments, fixed payments are made to the providers to care for 

the patients regardless o f the intensity or extent o f the service needed by the patients. 

The advantages of this model is that economic incentive for the physician to deliver 

only necessary service, reasonable quality of care is assured as poor service may 

aggravate illness leading to higher cost to provide.

Patient indemnification model reimburses the patient for services they have

already paid the provider for. This is prevalent in Belgium and France and suffers

from the disadvantage of high processing cost and possibility of higher supplier 

induced demand.

Voluntary private insurance model wherein the health services are financed 

through voluntary private insurance either by the employer, employees or individuals. 

USA and Switzerland are the two nations following this model.

Integrated approach in voluntary private insurance unifies the insurer and 

provider function within the private sector as in the HMO. HMO’s offer 

comprehensive medical service to members on prepaid basis. It is a type managed 

care organisation where the financing (insurer) and delivery (provider) of health care 

are combined in the same entity. The advantages o f this model are that administrative 

costs are saved, economic incentives are provided to providers to deliver minimum

1 1 8



service, quality is enhanced due to competition among HMO’s for the customer 

group.

Contractual model in voluntary private insurance is prevalent in USA and Spain, 

the HMO acting as the insurer negotiates contracts with private independent 

physicians to provide care to HMO subscribers. PPOs are another example where 

groups of providers contract with the employers, insurers and other organisations to 

provide medical service at a discount.

Indemnification model in voluntary private insurance provides for 

reimbursement of payment to patients. In order to reduce costs in this model, the 

patient cost sharing is usually resorted to as in the USA, UK, and Netherlands.

Based on ownership of scheme various models of health insurance can be 

broadly categorised as state based systems, market based systems, member 

organisation based systems and private household systems.
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FA CTORS AND EXPECT A TIONS 
INFLUENCING HEALTH INSURANCE



Krishnagiri (a rural district) in the state of Tamilnadu and in and around these places. 

At the end of the pilot study, it was found that a single questionnaire might not be 

suitable across the sections of the society. This is because, when a person was selected 

for interview, not all questions were applicable to the person. Hence some of the 

questions were not necessary for response. When the pattern of such questions were 

analysed, surprisingly it gave an idea to split the population into three segments like 

people with existing health insurance individual policy holders (voluntary 

policyholders), people with no health insurance policies (no policyholders) and people 

covered under group health insurance schemes. The reason for segmenting the 

population is that expectations of the people from each segment vary. Moreover, 

some people are already exposed to health insurance. Their experience was differing 

from the people who are not exposed to health insurance. Recording of their 

experience will help to identify the pitfalls in the existing health insurance system. 

But even in this segment, there are differences between the group health insurance 

policyholders and individual insurance policyholders, the reasons is that group 

insurance policyholders are not voluntary members of the health insurance system, the 

coverages are provided by their employers. Hence, they can’t be either considered 

under the category of ‘less awareness’ like the people with no health insurance or 

people with ‘some awareness’ like the people under the category of ‘voluntary 

individual policyholders’.

Hence three sets of questionnaires with different questions specific to each 

segment viz. no health insurance policies, group health insurance policyholders, 

individual insurance policyholders was designed for the purpose of data collection.

As the insurance penetration was varying across urban, semi-urban and rural 

areas, primary data collection was collected data from in and around an urban, a semi-
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urban and a rural area. For this purpose, Bangalore (Karnataka State), Hosur & 

Krishnagiri (Tamilnadu State) were selected. Bangalore, which is the state capital of 

Karnataka state, referred as the silicon valley of India experiences enormous growth 

across all sectors, being it is software or healthcare. Bangalore, also has the 

advantages of heterogeneous mix of population wherein people from all parts of the 

country reside, consisting of those who came for the purpose ol employment 

representing a mini-India. Hosur, a semi-urban town in the state oi Tamilnadu is 

selected for the purpose of sampling. Hosur is a growing town adjoining the city of 

Bangalore. Krishnagiri is a rural town in the state ot Tamilnadu.

The questionnaire was designed in such a way that to elucidate the demographic 

characteristics of the segments, reasons for not having health insurance by no 

policyholder’ segment, reason for not having additional health insurance coverages by 

group health insurance and existing policyholder segment (as in India, people can take 

health insurance coverages up to Rs. 5 lakh and given the fact of increasing incidence 

of diseases and increasing treatment cost, people should be aware of the options tor 

purchasing additional health insurance coverages, if the existing is not sufficient) , 

awareness level about entities like TP As, reach of advertisements etc. Some of the 

questions in the questionnaire are designed as ‘control questions tor the purpose ot 

qualification of sample. The detailed questionnaire is attached in the Annexure of this

report.

Primary data was collected by the researcher and by trained enumerator to avoid 

any researcher bias during collection of data. This also provides an option to compaie 

the primary data collected by enumerator and the researcher and fine-tune the samples 

for qualification. The enumerator was provided training on insurance concepts 

required for the collection of the response. The nature and scope of investigation was
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aims

any

definition or concept o f difficult terms.

P ocess o f pnmary data collection was started in December 2004 the 
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allowed to collect from employees informally and that too near the gate ot their 

premises. On an average, it took nearly 20-25 minutes to collect a response fiom no 

policyholder segment’ as it involved lot of educational and awareness creatmg 

activity about health insurance. From group health insurance segment also, it took 

nearly 20-25 minutes to collect data as it also involved education and awareness 

creation activities about the lacunae in group health insurance coverages and need for 

extra coverages. With respect to existing policyholder segment, it was very difficult to 

get the address of policyholder from insurance companies and TPAs, even after 

getting the address, it was too difficuh to get appointment from each policyholder as 

many of them were very busy and often rescheduled their appointments, hence the 

researcher and enumerator made several attempts to meet them and collect data, on an 

average, it took nearly 15-20 minutes to collect data from this segment. Due to the 

above problems, it took nearly 4 calendar months to collect data.

A target of 300 samples was fixed for this research and actually more than 300 

samples were collected across the three segments viz. existing, group and no 

policyholder segment and across places of in and around Bangalore (urban). Hosur 

(semi-urban) and Krishnagiri (rural) during the time period of December 2004 till mid 

of April 2005. Samples were randomly chosen from the population but caretul 

thought was made to ensure that samples are collected from various stratums of the 

population with varied income size, family size with different occupation right from 

street vendors to high-level executives of MNCs. Of the 300 samples collected, a few 

samples were rejected, as it did not meet the requirements for qualifying sample. At 

the end of such qualifying exercise, the sample size across the three segments 

remained as 73 for existing policyholder segment, 86 tor group health insurance 

segment and 100 for ‘no policyholder segment.
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After collection of data, the data was processed through proper classifications 

and analysis was done with the help of statistical analysis package SPSS. The details 

of the analysis are described in this chapter.

Limitations of the study:

Though the primary data collected was based on random sampling method, it 

was not possible for the investigator to collect data from all the cities and villages in 

India. Hence the research report is based on the collection of samples collected from 

the places in and around Bangalore, Hosur and Krishnagiri. Hence, alter careful 

thought process the selection of the cities and samples was made.

This study is only about the core health insurance schemes and does not cover 

study of supplementary schemes like personal accident coverages, disability income 

coverages etc.

Structure of Analysis

While framing the questionnaire, the researcher framed in such a way that 

questions related to demographic factors like age, sex, marital status, monthly income, 

annual medical expenses, life insurance exposure, income tax assessee status etc 

remains same across all segments. The rationale behind this commonality is to test 

whether some of the key factors is similar across segments or not and also to identify 

cluster analysis of factors. Specific analysis of questions pertaining to each segment 

is done following this. For example, reason for not having health insurance by ‘no 

policyholder segment’ and similar questions specific for each segment is analysed. 

Finally, questions related to awareness of the respondent towards TPAs,



advertisements, new type of schemes is kept common for the same reason. The 

resuhs of analysis are continued below.

Analysis of Demographic Factors

Demographic Factors play vital role in deciding the insurability of a person and 

also in the perception, purchasing power of the person towards health insurance. 

During the collection of primary data, due care has been taken such that respondents 

are spread uniformly with respect to age, sex, marital status, occupation, work 

experience etc. with respect to group health insurance segment, data were collected 

from manufacturing sector (47.67%), service sector (41.86%) and government 

(6.98%) and others (3.49%). People who are covered by NGOs fell into the others 

category. It is disheartening to note that some State Governments like do not have 

health insurance schemes for its employees. Hence only Central Government 

Employees who are covered by Group Health Insurance were interviewed. At this 

point, this research suggests the insurance companies and IRDA to strongly persuade 

the state governments for initiating health insurance group schemes for its employees. 

It is also a potential segment to explore for aggressive growth of health insurance. 

Some of the questions also helped the researcher as control question to crosscheck the 

response related to other questions and qualify the sample. Based on the primary data 

collected, analysis of data was made subsequently hypothesis was tested to check the 

relationship of key factors like monthly income, annual medical expenses, exposure to 

insurance etc. across segments and places. Also a cluster analysis was made over 

these factors to identify the cluster relationship among these factors and a 

discriminant analysis was made over these factors to identify the estimation co­

efficient of the factors that can help in deciding whether a person is likely to purchase 

health insurance policy or not.
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Monthly Income

Monthly Income is an important factor, which decides the purchasing power of a 

person. Moreover, monthly income depends upon age, occupation, and work 

experience factors. A cross-tabulation analysis of monthly income of the respondents 

collected on the basis of random sampling is made across segment and place. The 

purpose of this analysis is to know whether income levels and consequently 

purchasing power are varying across segments or not. ResuUs ot the analysis are as

below.

Table 5.1 

Monthly income across segments

Segment

Existing
Below 3000~1  

1

Month!

3001-5000_~]
'  5

y income
"5001-10000 "1

26

_________  I
Above 10000 _ '
”  ’" 4’i

Total

73

No Policy 6 12 32 50 100

Group Insurance 6 7 1 1 72 86

Total 13 24 59 ....

A hypothesis was formulated to check whether the income pattern varies across 

segments and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho)= Income pattern is independent across segment 

Alternative Hypothesis (Ha)= Income pattern is dependent across segments.

The result of the chi-square test is as below

Test Used Degree of 1 Level of i Pearson’s probability 
Freedom ! Significance ' value _______

Result

Chi Square 6 5 percent 0.000 Rejected

The associated probability value is 0.00 and it is less than 0.05, hence the null 

hypothesis (Ho) is rejected. This reveals that the income factor varies across segments. 

As income factor is associated with the purchasing power, this also inters that the

p value < 0.0005, data generated from SPSS
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purchasing power will vary across segments. Hence insurance companies should 

devise new plans to match the age, sex, occupation and income levels of the people of 

the segment.

Similarly, Monthly Income is analysed across places. The results are as below

Table 5.2 

Monthly income across places 

Monthly income

Place
Bangalore

Hosur
Krishnagirl

Total

Below 3000 ! 3001-5000 ' 5001-10000 ; . t o v e  10000
14 ’ 35 115

12 25

17

60

38

162

Total
169
66
24

259

A hypothesis was formulated to check whether the Income pattern varies across 

places and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho)= Income Pattern is independent across places 

Alternative Hypothesis (Ha)= Income Pattern is dependent.

The result of the chi-square test is as below

Test Used Degree of Level of Pearson’s Result
Freedom Significance probabilit>' value

1 Chi Square 6 1 5 percent 0.071 Accepted

The associated probability value is 0.071 and it is greater than 0.05, hence the 

null hypothesis is accepted. This reveals that the income factor remains same across 

places. As income factor is associated with the purchasing power, this also infers that 

the purchasing power remain same across segments. This is true because, even in 

rural areas people have got increased purchasing power these days to purchase 

household appliances like refrigerator, television etc. This also provides hope for 

insurance sector that if properly planned, people across various places can be 

persuaded for purchase of health insurance policies.
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Annual medical expenses across segments and places

An annual medical expense is a key factor that indicates the health status of the 

people. It also gives an insight about the insurability of the people. Annual medical 

expenses are analysed across segments and places and the results are as below.

Table 5.3 

Annual medical expenses across segments

Segment I

Existing
No Policy

Below 6000
23
72

___ Annual medical expenses_______  ___
6001-12000_  12001-24000  ̂ Above 24000"’
io [35

Total

14 10
73
100

Group Insurance 70 86
Total 165 30 51 13 259

A hypothesis was formulated to check whether the medical expenses pattern 

varies across segments and chi-square test of independence was used to test this 

hypothesis.

Null Hypothesis (Hq)= Medical expenses pattern is independent across segment 

Alternative Hypothesis ( H a ) =  Medical expenses pattern is dependent across segment. 

The result of the chi-square test is as below

Test Used Degree of 
Freedom

Level of Significance Pearson’s , Result 
probability' value

C'hi Square 6 5 percent 0.000^ Rejected

The associated probability value is 0.000 and less than 0.05, hence the null 

hypothesis (Ho) is rejected. This reveals that the Medical Expenses factor varies 

across segments. This may be the reason for varied insurance status across segments. 

But through proper analysis of morbidity data, specific plans can be floated to target 

the people of each segment.

p value < 0.0005, data generated from SPSS
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Table 5.4 

Annual medical expenses across places

Place

Bangalore
Below 6000 6001-12000

Annual medical expenses

106 25
12001-24000

32
Above 24000

Totals

169
Hosur 46 14 66

Krishnagiri 13 24
Total 165 30 51 13 259

A hypothesis was formulated to check whether the Medical Expenses pattern 

varies across places and chi-square test of independence was used to test this 

hypothesis.

Null Hypothesis (H o)=  Medical expenses pattern is independent across places 

Alternative Hypothesis (H a )=  Medical expenses pattern is dependent across places. 

The result of the chi-square test is as below

Test Tscd Degree of 
Freedom

Level of 
Significance

1‘earson’s j Result 
probability value |

Chi Square 6 5 percent 0.094 Accepted

The associated probability value is .094, which is greater than 0.05, which infers 

that null hypothesis is accepted which means that the annual medical expenses are 

independent of the region. Hence region wise morbidity rates may be useful, but this 

research suggests that it is more meaningful to study the morbidity rates across 

segments and based on the expectations of the segments.

Insurance Exposure

The researcher wanted to check whether the respondents are differing in 

purchase of health insurance alone but not in case of life insurance. This is 

strategically very important because, if the people are exposed to life insurance, it 

becomes easier for insurance companies to leverage on the existing insurance 

awareness to persuade for health insurance. The analysis of insurance exposure is



done on the basis of premium payment (to understand the premium payment capacity 

of the people across each segment), penetration analysis across segments (to 

understand the penetration of public and private companies across these segments) 

and critical illness rider analysis (to understand the acceptability o f critical illness 

coverages across the segments, as critical illness insurance are the miniature version 

of health insurance policies, though it is not a complete health insurance coverage by 

itself But it can give a fair idea of potential promotional strategies).
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Life insurance premium payment analysis

Table 5.5

Life insurance premium payment of existing policyholder segment

Premium
paid None No

idea
Below
5000

5001-
10000

I

10001-
15000

15001-
20000

20001-
25000

25001-
30000

30001-
35000

35001-
40000

40001-
45000

ySvk-: ' ''U

45001-
50000

50000
&

above
Total

No of 
people 2 4 29 13 6 3 4 2 3 1 2 2 2 73

% 2.74 5.48 39.73 17.81 8.22 4.11 5.48 2.74 4.11 1.37 2.74 2.74 2.74 100

From the above, it can be inferred that majority of the sample pays up to 

Rs. 10000 as life insurance premium per annum. It also shows that there exists 

potential to woo the segment to purchase more life insurance and health insurance 

coverages.

Table 5.6

Life insurance premium payment of no policyholder segment

Premium
paid

l l f l l
None No

idea

[ 1 
Up to 
5000

1
5001-
10000

10001-
15000

15001-
20000

20001-
25000

25001-
30000

30001-i 
35000

35001-
40000

40001-
45000

45001-
50000

50000
and

above
Total

No of 
people 52 14 12 8 4 4 2 - 2 - - 2 - 100

% 52 14 12 8 4 4 2 - 2 - - 2 - 100

From the above, it can be inferred that around 14 percent of the respondents do 

not any have idea about the premium paid by them. Also, from the above analysis, it 

also evident that there are some respondents (14%) who are paying premium ranging
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more than 10,000 which shows that by proper marketing program such group of 

respondents can be easily persuaded to buy health insurance policies.

Table 5.7 

Life insurance premium payment of group health insurance segment

Premiu 
m paid None No

idea 0-5000 ,5001-
10000

10001- 
15000 20000

15001- '25001 30001-

25000 30000 ;■35000

35001

40000

40001 45001 150000 
&

45000 5 0 0 0 0 ^above
Toil:::

No of 
people 38 10 0 86

44.19 2.33 11.63 6.98 4.65 2.33 9.30 6.E 6.98 2.33 2.33 100

From the above, it can be inferred that nearly 44.19 percent of the respondents 

of the group insurance segment do not have life insurance coverages. This identifies 

that group segment is a potential one for both life and health insurance companies. It 

also gives an idea of promoting joint exercises by companies to woo the customers of 

this segment. As the people of the segment are generally more educated, proper 

marketing plans can bring in enormous results.

Table 5.8

Penetration of type of life insurance companies across segments

Segment
Type of insurance CO.

Total

ioo’o%

None
Public
Sector
Insurer

Private
Sector
Insurer

Combination 
of 66th

Existing

% Within Segment 2.7% 68.5% 16.4% 12.3%
% Within name of 
insurance co. 2.2% 51.0% 30.0% 31.0% 28,2%

% Of Total .8% 19.3% 4.6% 3.5% 28,2%

No Policy

% Within Segment 52.0% 28.0% 16.0% 4.0% 100,0%
% Within name of 
insurance co. 56.5% 28.6% 40.0% 13.8% 38,6%

% Of Total 20.1% 10.8% 6.2% 1,5% 38,6%

Group Insurance

% Within Segment 44.2% 23.3% 14,0% 18.6% 100,0%
% Within name of 
insurance co. 41.3% 20.4% 30.0% 55,2% 33,2%

% Of Total 14.7% 7.7% 4.6% 6.2% 33.2%

Total

i S i i i i S i S

% Within Segment 35.5% 37.8% 15.4% 11.2% 100,0%
% Within name of 
insurance co.

100.0
% 100.0% 100.0% 100.0% 100.0%

% Of Total 35.5% 37.8% 15.4% 11.2% :ii:eo:o%'A;'
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A hypothesis was formulated to check whether the penetration pattern varies 

across segments and chi-square test of independence was used to test this hypotliesis. 

Null Hypothesis (H o)= Penetration pattern is independent across segment 

Alternative Hypothesis (H a )=  Penetration pattern is dependent across segment.

The result of the chi-square test is as below

Test Used Degree of 
Freedom

Level of 
Significance

Pearson’s 
probabilitj;  ̂value

Result

Chi Square 6 5 percent 0.000" Rejected

The associated probability value is less than 0.05 and hence Null Hypothesis is 

rejected. This infers that the penetration of insurance companies varies across the 

segments.

Table 5.9

Penetration of type life insurance companies analysis across places

Place
Type of insurance CO. Total

None Public sector Private Sector Combination of both
Bangalore 67 57 "23 " 2 2 .......................... "T69
Hosur 16 29 14 7 66
Krishnagiri 10 11 3 0 24

Total 93 97 _40____________; 29 ......................... 259

A hypothesis was formulated to check whether the penetration pattern varies 

across places and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (H o)= Penetration pattern of life insurance companies is independent 

across places

Alternative Hypothesis (H a)= Penetration pattern of life insurance companies is 

dependent across places.

The result of the chi-square test is as below

Test Used Degree of Level of Pearson’s Result
Freedom Significance probabilit\- value

Chi Square -  T  - - 5 percent 0.111 i  Accepted

p value < 0.0005, data generated from SPSS



The associated probability value is greater than 0.05 and hence in this case, the 

null hypothesis is accepted which means that the penetration of insurance companies 

is independent of the places. From the statistics, it can be observed that both private 

and public insurance companies have started penetrating into various unexplored 

regions of the past.
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Critical Illness rider exposure across Segments and Places

Critical illness rider is a novel concept in India, which is slowly picking up. This 

also gives leverage for insurance companies to promote health insurance by taking 

critical illness insurance as base.

Table 5.10

Critical illness rider exposure across segments

■■
Segment Critical Illness Rider Total

Yes No
Existing 8 65 73
No Policy 11 89 100
Group Insurance 16 70 86

Total 35 224

A hypothesis was formulated to check whether the exposure pattern of Critical 

Illness Rider varies across segments and chi-square test of independence was used to 

test this hypothesis.

Null Hypothesis (Hq)= Critical illness rider exposure is independent across segment 

Alternative Hypothesis (Ha)= Critical illness rider exposure is dependent across 

segment.

The result of the chi-square test is as below

Test Used Degree of 
Freedom

Level of 
Significance

Pearson’s 
probability value e

Result

Chi Square 2 5 percent 0.240 Accepted
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The associated probability value .240 is greater than 0.05, which indicates that 

null hypothesis is accepted.

Table 5.11

Critical illness rider exposure across places

^  Place Critical Illness Rider Total
Yes No

Bangalore 24 141 165”
Hosur 8 56 64
Krishnagiri 3 27 30

Total 1 35 1 224 259

A hypothesis was formulated to check whether the pattern varies across places 

and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (H o)= Critical illness insurance exposure pattern is independent 

across places

Alternative Hypothesis (H a )=  Critical illness insurance exposure pattern is dependent 

across places.

The resuh o f the chi-square test is as below

Test Used Degree of Ijcvel of Pearson’s Result
rreedom Significance probability value 1__________

Chi Square 1 2 1 5 percent 1 0.770 ] AucepieJ

The associated probability value is .770 and greater than 0.05 and hence the null 

hypothesis is accepted. From the above analysis it reveals that critical illness rider 

exposure is not varying across segment and places. This gives us an idea that people 

across segment and places have started realising the need for coverages against 

illness; they are unaware about the extra benefits of health insurance coverages which 

can be promoted to help in easier promotion of health insurance coverages, marketing 

arm of life insurance companies are stronger than health insurance, the packages ot 

these products can be more attractive than health insurance policies etc. Further 

testing of these inferences is beyond the scope of the current research and also forms 

scope for any future research.
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Cluster Analysis of Demographic Factors

Instead of analysing various demographic factors one by one, a cluster analysis 

was done to understand the clusters and strength o f relationship between the variables. 

The resuhs of the analysis are as below.

* * * * * * h i e r a r c h i c a l c l u s t e r  a n a l y s i s * * * * * *

Dendrogram using Average Linkage (Between Groups)

Rescaled Distance Cluster Combine
C A S E  0 5 10 15

Label Num

AGE 5
WORKEX 7
MARITAL 4
CHILDREN 10
SEGMENT 1
OCCUPATI 6
ANNUAL_M 12
SEX 3
ADULTS 9
FAMILY M 8
IT ASSES 11
PLACE 2

20 25

Though various factors are accountable for the profile of the population. The 

cluster analysis of the demographic variables denote that there are five different 

clusters (at the distance between 20 and 25) viz., cluster one having age, work 

experience, marital status and dependant children, second cluster segment, occupation 

and armual medical expenses, sex and aduh dependants form the third cluster, 

monthly income and income tax assessment status forms fourth cluster, place itself 

forms a cluster.

This gives us an idea of designing new products targeting each cluster. Hence 

plans can be floated specific to a place, specific to family income and tax assessment
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status etc. The agglomeration schedule is provided below that also provides the 

strength of relationship between various factors

Agglomeration Schedule

Stage Cluster Combined Coefficients
Stage Cluster First 

Appears Next
Stage

Cluster 1 Cluster 2 Cluster 1 Cluster 2
1 5 7 .800 0 0 5
2 8 11 769 0 0 8
3 4 10 .578 0 0 5
4 1 6 .426 0 0 6
5 4 5 .333 3 1 9
6 1 12 ,266 4 0 9
7 3 9 .241 0 0 10
8 2 8 .155 0 2 10
9 1 4 .147 6 5 11
10 2 3 .144 8 7 11
11 1 2 .099 9 10 0

Factors that decide the purchase of health insurance policy

Based on the data collected, it was tried to understand the weightages of various 

demographic factors that can help in deciding whether a person is likely to purchase 

health insurance or not. For this purpose, a discriminant analysis was done taking the 

Existing policyholder data and ‘No Policyholder’ data, the results of the analysis is as 

below. Group Health Insurance Segment is excluded as the coverage is by default and 

also the samples in the above segment will anyway fall into either of the two 

categories.
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Table 5.12 

Classification Function Coefficients

SEGM ENT
Existing No Policy

Place 3.900 4,871
Marital Status 28,974 28,629
Age ,879 ,852
Occupation -,608 -,479
Work experience -,358 -,354
Monthly Income 16.624 17,262
Adults ,977 1,142
Children 7,775 8,211
IT Assessee 26,778 28,051
Annual medical expenses 3,133 1,988
(Constant) -89,672 -92,335

Fisher's linear discriminant functions 

Hence, the equation is as follows:

The estimate of classification function for persons in existing policy segment = 

3.9*Place + 28.974*Marital Status + 0.879*Age -  0.608*0ccupation -  0.358*work 

experience + 16.624*Monthly income + 0.977*dependant adults + 7.775*dependant 

children + 26.778*IT Assessee + 3.133*Annual medical expenses -  89.672

The estimate of classification function for persons in existing policy segment =

4.871 *Place + 28.629*Marital Status + 0.852*Age -  0.479*0ccupation -  

0.354*Work experience + 17.262*Monthly income + 1.142*dependant adults + 

8.21 l*dependant children + 28.051*IT Assessee+1.988*Annual Medical Expenses -  

92.335



Rationale behind selection of Factors for the discriminant analysis

Place: Insurance purchasing power varies across the place. Here place refers to urban, 

semi-urban and rural. Values are urban=l, semi-urban=2, rural=3.

Marital Status: In Indian context, marital status refers to more responsibility towards 

family and dependants. Values are Married =1, unmarried = 2.

Age: As age increases the health deteriorates.

Occupation: Occupation contains mainly of four categories viz., employed (value=l), 

self-employed (value = 2), retired (value = 3) and housewife (value = 4). This plays a 

vital role in the purchasing power as people who are self employed generally hesitate 

to take the policy, as they prefer to rotate the money in their business, whereas those 

who are employed prefer to buy more policies.

Work experience: The more the work experience the tendency to accept health 

insurance, as a necessity is more.

Monthly income: Depending on the capacity o f the family, the respondent prefers to 

purchase the policy and also in contributing towards the premium, after the policy is 

purchased. Values are below 6000 =1, 6001-12000 =2, 12001-24000 = 3 and above 

24000 = 4.

Dependant adults: When there are dependants adults then the purchasing pattern is 

more.

Dependant Children: Responsibility increases hence the purchasing pattern is 

affected.

IT Assessee: Income Tax Act, 1961, gives exemption under section SOD for 

Mediclaim policies, hence this also influences the higher income groups' purchasing 

pattern.
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By assigning the values relevant for a selected person and multiplying the 

values, this research hopes that it is possible to decide whether a person is likely to 

purchase health insurance policy or not.

Specific Analysis -  Segment Wise 

No Policyholder Segment

Table 5.13

Analysis of the reason for not having Health Insurance

Inference of the equation

Respondents' Reasons Frequency
1------------------------------------------
i Percent

Lack of Information 60 60,0
Thought not necessary 4 4,0
Tax benefit 14 14,0
Cannot afford 14 14,0
Wish to buy 2 2,0
No returns 4 4,0
No Savings Component 2 2,0
Total 100 100,0

The above analysis depicts that majority of respondents have stated that lack of 

information is the main reason for not taking health insurance. Hence proper 

awareness campaigns should be initiated. People are aware about the tax exemptions 

provided by the Income Tax Act, 1961, but still do not consider that as a major 

exemption which will make an impact on their tax payment to the government. Thus, 

the government should increase the benefits/exemptions for the taxpayers. The other 

reasons above are self-explanatory. Hence, by proper marketing program, health 

insurance can be spread.
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Analysis of medical emergency management and response regarding thought 
about insurance during such time

An analysis is made about the steps taken by no policyholder segment durmg 

medical emergencies.

Tabie5.14 

Medical emergency management

Medical Emergency Management Frequency Percent

Borrow money 28 28
Deoendinq persons 4 4___L--------bi-l——---------------------- -----
Savings 64 64
Others 4 4

Total 100 100

Majority of the people plan to manage their medical expenses through 

borrowings and savings. Four percent of the respondents were dependants so did not 

have any idea about health insurance and felt that the persons taking care of them 

(children, other relatives) would take care of them even during emergencies. A few 

felt (4%) that they will not fall sick and that such a situation will not occur to them 

and if at all it occurs, they will pray to god.

Majority (84%) of the respondents had not thought about health insurance at the 

time of medical emergencies also. Only 16 percent of the people had actually thought 

about the purchase of health insurance at that time. This is a clear indication that the 

awareness should be created by health insurance companies as majority of the people 

(84%) can afford the purchase of health insurance policy.
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Interest towards purchase of Health Insurance and preferable channels

Chart 5.1

Premium Contribution in case of Purchase of Health Insurance Policy

The respondents were asked regarding their interest to purchase iiealth insurance 

coverage, given an opportunity to buy the same, the premium and sum assured that 

they would wish to contribute. The above analysis reveals that majority of the people 

has shown interest in purchasing policies and pay premium of more than one thousand 

rupees per annum. Some of the respondents showed interest to purchase policies for 

all the members o f the policies and were ready to pay more than Rs.lO, 000 per 

annum.

Chart 5.2

Coverage sum in case of Purchase of Health Insurance Policy



The above analysis shows that majority of the people have shown interest to purchase 

a minimum coverage o f 25000 and more.

Reason for selecting the coverage and premium amount

Affordability plays important factor (as 35% of the respondents could afford the 

purchase of health insurance) and many (34%) felt that it is sufficient. Around three 

percent of the respondents felt that it is a security measure. Twenty eight percent of 

the respondents were not interested in the purchase of policy at all. Out of those 

interested, it was surprising to note that many of the respondents were more enthused 

and showed interest for paying premium more than 10,000 rupees also stated that it is 

affordable only to that extent. This is interesting because, if a person can purchase a 

health insurance policy of premium more than 10,000 rupees itself provides a good 

coverage o f risk.
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Channel Preference

The respondents were asked about the channel of their preference in case they 

buy the insurance policies.

Table 5.15

Channels preferred for purchase of health insurance policy

Channels Frequency Percent

Agent 40 40,0
Banks 17 17,0
Big hospitals 3 3,0
Direct from company 4 4.0
Not Interested 28 28,0
Cannot afford 2 2,0
CGHS 2 2,0
Resident schemes 4 4,0
Total 100

The above analysis reveals that still agents are the preferred channels, the 

reasons felt by the respondents are that agents are easy to contact whenever required.



As many of the respondents have experienced the service of agents in life insurance, 

they expect similar services from agents of health insurance also. These are the 

reasons for majority of respondents to select agents as preferred channels. Hence 

insurance companies should plan for promoting the agency channels.

TPA Awareness

The respondents of this segment were asked as to the knowledge about the TPAs 

and the services that they provide. Majority of the respondents (86%) were not aware 

of the concept of TPA. Only 14 percent of the respondents were aware about the 

concept of TPA, in that around 8 percent of people were only aware about the concept 

but has no clue about their (TPAs) functioning. Rest six persons knew about the 

concept and also the functioning. The insurance companies should create more 

awareness about the TPAs and also give details about the cashless hospitalisation 

facilities.

Group Insurance Segment Analysis

In India, the features of Corporate Health Insurance Schemes vary from 

employer to employer. In some of the schemes, the employees do not contribute any 

premium amount but only the employer contributes, in some schemes both employer 

and employee contribute. Coverages may vary from scheme to scheme like in some 

cases, coverage is only for the employee, some schemes cover employee and spouse, 

some other schemes cover employee, spouse and two children, and some schemes, 

cover employee and all his dependants.

Sum covered also varies, as the policy is a floater policy wherein the sum of 

coverage is for all the family members of the employee. Some schemes have limit
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over each member of the family, and some others have co-payments clause wherein 

employee should share a portion of treatment expense.

Enrolment into the scheme is another aspect, which varies from one corporate 

scheme to another. When a person joins the employment, he is included in the 

medical insurance scheme subject to the terms and conditions of the scheme. If the 

corporate scheme excludes pre-existing diseases, then the employee run the risk of no 

coverage for his pre-existing diseases, though it was covered under his previous 

employment. For example, if a person joins a company at the age of 20 and he was 

covered under group health insurance scheme. Let us assume that he does not have 

any disease during the time of his joining but he developed some disease during his 

tenure with the company. However, the group health insurance scheme provides the 

coverage. Suppose, if that the person resigns at the age of 35 from the company and 

joins another company. Let us assume that the new company offers health insurance 

scheme wherein the pre-existing diseases are not covered, then the employee is 

treated as a member having pre-existing diseases and will not be getting coverage for 

those diseases under corporate health insurance scheme. He can’t also go for 

individual health insurance schemes voluntarily as insurers may treat the individual 

policy excluding the pre-existing disease. Hence, it is advised to have an individual 

health insurance policy for a minimal amount for two reasons, when the person often 

switches over the jobs, he runs the risk of loosing the coverage for pre-existing 

diseases. It may also help him to avoid the waiting period at new employment. Most 

of the coverages offered by group health insurance schemes are not up to the required 

value. Hence majority of the employees remain under-insured with respect to health 

insurance, which denotes the potential for growth for health insurance. The 

questionnaire is framed for Group Health Insurance policyholders to elucidate the
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potential opportunities and also to understand the awareness level and expectations ot 

the people covered under group health insurance schemes.

Group Health Insurance Coverage 

Chart 5.3 

Analysis of Group Health Insurance Coverage
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The above analysis reveals that majority of the people are covered two lakh 

rupees. Majority o f the policies are floater policies, which means that under the 

coverage, not only the employee but also the dependants are covered. But it is 

disheartening to note that a sizeable proportion of the segment is not at all aware 

about the coverages but also gives a picture that those respondents and their family 

members are either healthy or are not claiming.

Table 5.16

Reason for not having additional health insurance coverages

Respondents' responses Frequency Percent
Group Insurance is sufficient 42 48.9
Laci< of information 8 9.3
Not necessary for me at present 6 7.0
Cannot afford 4 4.7

Wish to buy 6 7.0
Belief that will not fall sick 14 16,3
No returns 6 7.0
Total 86 100.0
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From the above, it can be inferred tliat almost majority of the people did not 

think of purchasing additional insurance coverage. Majority ot the people felt that the 

coverage provided by the company was sufficient and that they do not need any extra 

coverage. 9.3 percent of the respondents were not aware about health insurance at all. 

16.3 percent of the respondents felt that they would not fall sick so not coverage is 

required.

Premium, if health insurance is purchased

The respondents were asked regarding their interest to purchase health insurance 

coverage, given an opportunity to buy the same, the premium and sum assured that 

they would wish to contribute. The following pie chart depicts the amount of health 

insurance premium per annum if at all they take health insurance policy

Chart 5.4 

Premium Contribution in case of Purchase of Health Insurance Policy
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Coverage if health insurance is purchased

Table 5.17

Coverage None Up to 
50000

50001-
100000

100001-
200000

12

200001-
300000

-  2

300001-
500000

6

500001 and 
above

o”

Total

86No. Of Persons 54 4 8
% 62,79 4.65 9,30 13.95 2,33 6,98 - 100,00

Majority of the respondents responded that they will not purchase any more, but 

a few came forward and told that they will purchase additional cover as above. But 

through marketing strategies and convincing illustrations and case studies, the 

respondents of the segment can be made to purchase additional coverages.

Table 5.18 

Reasons for fixing the amount for coverage and premium

Respondents’ Reasons Frequency Percent
Not Interested 54 62,8
Sufficient 24 27,9
Tax benefit 2 2,33
Cannot afford 2 2,32
Wish to buy 2 2,33
Savings 2 2.32
Total 1 86 ; 100,0

The above analysis reveals that only 2.32 percent of the respondents have said 

that they cannot afford leaving the rest 97.68 percent are affordable. 62.8 percent of 

the people are not interested in the purchase of policy whereas in case of no 

policyholders segment the number of people not interested is only 28 percent. This 

shows that insurance companies can overcome these hurdles by proper marketing 

strategies. The rest of the reasons are self-explanatory.

Claimant Analysis

Analysis is made on the claimants under the policy. Claims made on dependant 

parents were 13.3 percent i.e, 11 persons. Claims on children and spouse were 2.3



percent (2 persons) and 4.6 percent (4 persons) respectively. Claims made on self 

were only 13.9 percent (12 people). No claims were made by 58 persons (67.4%). 

From the analysis above, it can be inferred that half-of the claims were made by the 

employee but the rest are made for other family members. It is heartening to note that 

majority of the people have not claimed at all.

Table 5.19 

Rating of Group Health Insurance
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Respondents’ Rating
Fair

Good

No idea
Poor

Very Good
Total

Frequency
12

30
34

86

Percent
14.0

34.9
39.5
4.7
7.0

100.0

Rating has got mixed response and out of the responses, majority of the 

respondents felt that the concepts of group health insurance schemes are good. But 

researcher found that the respondents need to be educated about the concepts ot 

insurance and services offered under group health insurance schemes

Post-Retirement Conversion Awareness Analysis

Conversion option exists for the members of group health insurance 

policyholders as and when they retire from the employment. This is very important 

because many of the employees are left uncovered in the post-retirement period and 

get their earning drained due to geriatric health problems. Ageing population is major 

factor to be considered by government and geriatric health insurance is a segment, 

which needs lot of attention in future. Group health insurance policyholders have the 

option of converting their group coverage into individual coverage after their 

retirement from service. But it is sad to notice that 93.02 percent (80 people) of the



people were not aware of the option that can be exercised. This also clearly indicates 

the failure of Supply Chain Management (SCM) on the part of employers, insurers 

and TPAs. IRDA should take steps to educate the people on this.

Interest in exercising continuing group insurance after retirement

Analysis reveals that 52 respondents (60.5%) have shown interest in continuing 

the coverages by exercising the option. The rest (34 respondents) 39.5 percent were 

not sure about the modus operandi of such system and had doubts of getting benefits, 

even after explaining the rules. But by proper marketing plans with illustrations, it is 

possible to make the employees to exercise conversion options.

Existing Policyholders Segment 

Source of knowledge about health insurance

The respondents were asked about the way on source of knowledge about health 

insurance and 67.1 percent (49 people) had taken the policy through agents and came 

to know about the policy details from agents. 13 people (17.8%) came to know about 

health insurance though friends, 2 people (2.7%) were continuing from group health 

insurance after retirement and 2 people came to know about the same from tax 

consultants. Six persons (8.2%) had directly taken from the companies while only 

one of the respondents (1.4%) came to know about health insurance through 

television programme. Therefore it can be inferred that majority of the people prefer 

agents as the best mode of channel of purchase of health insurance policy as they 

prefer to get all the formalities completed through an agent and also in case of 

renewal premiums agents would promptly come and remind and do the needful.
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Reason for taking Voluntary Health Insurance.

An analysis is made about the reasons for talcing health insurance by 

respondents, the results are as below.

Table 5.20

Reason for taking voluntary health insurance

Reason for taking voluntary j 
health insurance

Number of persons Percent

Continuing Gl 2 2.7

Security 1 1.4

Tax 21 28.8

To cover medical expenses j4 9 ___________________________________________________ 67.1 
1— ----------  ' '

Total 1100.0

Majority of the sample have taken health insurance for medical benefit coverage 

only. The tax benefit offered by government is not much attractive even among 

taxpayers; only 31.51% have taken health insurance for tax benefits. 2.74% have 

viewed health insurance as savings/security in the sense that the amount they invest 

today is like savings only which provides them security tomorrow (their perception

about insurance).

Awareness about Knowledge about pre-existing diseases

This question is asked to understand whether the policyholders have understood 

the policy conditions while taking policy. 44 persons (60.3%) of the policyholders 

were not aware of the policy conditions. The rest 29 persons (39.7%) were awaie 

about the same. Hence insurance companies should ensure that proper awareness is 

created about exclusions through illustrations. This will avoid lapsation ot the policies

in future also



Decision Factor of purchase while taking HI

In this analysis, it is planned to find whether premium or sum assured factor 

influenced the policyholder while purchasing health insurance policy. Majority of 

sample (82.2%), i.e., 60 persons have considered premium as the deciding factor 

while purchasing health insurance policy. This infers that despite the awareness of 

various dreaded diseases in the country, people who know the value of health 

insurance are not aware of proper health risk management. Further, their risk 

management plans are limited by premium amount. Rest 13 people (17.8%) were 

more interested in the coverage amount than the premium.

Analysis of Insurance Company for Health Insurance

Majority of the respondents 59 persons (80.8%) have taken health insurance 

coverages from public sector insurance companies while 19.percent (14 persons) have 

taken policies from private insurance companies, which show that private players 

have started making inroads in this segment. Though a policyholder can take policies 

from more than one company, no policyholder has taken policies from both private 

and public companies (unlike in life insurance).
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Chart 5.5

Analysis of health insurance sum assured

5000

500000

The majority o f the respondents have taken poHcies with sum assured o f one 

lakh rupees or below that. Given the scenario of increasing treatment costs and 

increased private spending, the policyholders should be motivated to buy health 

insurance coverage of higher amounts. Marketing strategies should be framed in such 

a way that to educate the public on the conditions of pre-existing disease exclusions, 

increasing treatment costs etc. to up sell in this segment

Chart 5.6

Analysis of Premium paid by Existing Policyholders

■Oupto 1000 

1001-2000  

□  2001-5000  

D  5001-10000  

10001-25000  

■® 25001-50000

50000 and 
above
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From the analysis, it can be inferred that 24 people (32.88%) pay less than 

Rs2000 per annum and 24.66 percent (18 people) pay Rs. 5000 as premium per 

annum.. Hence proper marketing strategies can motivate the people to purchase more 

coverage and pay higher premium.

Chart 5.7 

Year of Purchase of the Health Insurance policy by Voluntary
Policyholders

The pattern above shows that invariably there is no exponential growth in the 

sale of health insurance in the past (both in the pre-liberalised and post-liberalised 

era).

Analysis of Instances where expenses were incurred, but not claimed

22 persons (30.1%) have stated that they have incurred expenses but not claimed 

for the same. Out of this 12 persons have stated that claiming expenses is a very 

cumbersome procedure, hence they have not claimed. 10 persons have stated that the 

amounts of expenses were very small, so they did not want to claim tor such small 

expenses below Rs. 5000. The researcher has found that the reasons are due to the 

perception of the policyholders they think that it is waste of time and effort to run 

behind the TP As’. The rest of the 51 people (69.9%) had no instances where they had



incurred expenses but not claimed. In Group Health Insurance, such feelings didn t 

exist much as the Human Resources Department often come to help the employees 

and employees are treated with more care by insurance companies and TPA as the 

claimant forms part of corporate account.

Acceptance to Long Term Policies

In India, comparatively the response towards life insurance is more. One of the 

key factors for life insurance is long-term coverage unlike health insurance, which is 

one-year coverage. Hence an idea was proposed in the research on how the 

respondents like the idea of similar products in health insurance. 62 persons (72.1%) 

have stated that they welcome such idea in health insurance, whereas 24 persons 

(27.9%) have stated that they do not approve of such an idea in health insurance.

A hypothesis was formulated to check whether the response pattern varies 

across segments and chi-square test of independence was used to test this hypothesis. 

Null Hypothesis (Ho) = Response pattern for long term policies is independent across 

segment

Alternative Hypothesis (Ha) = the response pattern for long term policies is dependent 

across segment.

The resuU of the chi-square test is as below
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^^Tcst Used Degree of Level of Pearson's '_ Result
Freedom Significance ! probability value

Chi Square 2 5 percent 0.042 Rejected

The associated probability value is 0.042 and less than 0.05, hence the null 

hypothesis is rejected. This reveals that the response varies across segments. As 

Gender factor is associated with the insurability status, this also infeis that the



insurability status will vary across segments and that new type of policies will not be 

accepted across all segments.

Hence proper marketing strategies needs to be planned and proper plans has to 

be designed for various sub-segments based on their profiles The reason for failure of 

similar plans in the past may be due to the fact that the insurance companies floated 

the plan globally across segments but this research suggests that it should be floated 

under various versions matching the expectations of sub-segments.

Acceptance to single term policies

In India, people generally are more attached towards fixed deposit products of 

banking institutions. Hence an idea was proposed in this research to propose similar 

products in insurance wherein the feature of the product is to pay hefty premium. The 

benefits will include proportional health insurance coverages and return of premiums 

with or without additional returns. The idea was proposed to respondents and 32 

persons (37.2%) welcomed the idea. The rest 54 persons (62.8%) were not interested. 

A hypothesis was formulated to check whether the response towards Single Premium 

policies vary across segments and chi-square test of independence was used to test 

this hypothesis.

Null Hypothesis (Ho) = Response Pattern is independent across Segment 

Alternative Hypothesis (H a) = Response Pattern is dependent across Segment.

The result of the chi-square test is as below
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Test Used Degree of 
Freedom

Level of 
Significance

Pearson’s 
probability value

Result

Chi Square 2 5 percent 0.024 Rejected
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The associated probability value is 0.024 and less than 0.05, hence the null 

hypothesis is rejected. This reveals that the response pattern varies across segments. 

Hence the insurance companies should plan for different type of plans for segments.

Advertisements awareness across segments

An analysis is made about the reach of advertisements among segments, the 

response is as below.

Table 5.21

Segment * Advertisement Cross Tabulation

^ 1 Advertis6m6nts
: , n o "

Total

Existing 26 47 73

No Policy
29 71 100

Group Insurance 48 38 86

Total 103 . 156

A hypothesis was formulated to check whether the reach of advertisements 

varies across segments and chi-square test of independence was used to test this 

hypothesis.

Null Hypothesis (Ho) = Reach of advertisement is independent across Segment 

Alternative Hypothesis (H a) = Reach is dependent across Segment.

The result of the chi-square test is as below

Test Lised | Degree* of ' l.cvcl of 
Freedom Significance

Pearson’s 
probability value

Result

Chi Square 2 5 percent 0.001 Rejected

The associated probability value is 0.001 and less than 0.05, hence the null 

hypothesis is rejected. This reveals that the advertisement reach varies across 

segments. Hence refined advertising strategies are recommended.
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Reach of advertisement across places

An Analysis is made whether the reach of advertisement is same across the places viz. 

Urban, Semi-urban and Rural. The analysis is as below.

Table 5.22 

Reach of advertisements across places

Place
Advertisements

Total
Yes No

Bangalore 63 106 169
Hosur 31 35 66

Krishnagiri 9 15 24
Total 103

A hypothesis was formulated to check whether the reach of advertisement 

pattern varies across segments and chi-square test of independence was used to test 

this hypothesis.

Null Hypothesis (Ho) = Reach of Advertisements is independent across Segment 

Alternative Hypothesis (H a) = Reach is dependent across Segment.

The result of the chi-square test is as below

Test Used Degree of Level of Pearson’s probability Result
Freedom 1 Significance value

Chi Square : 5 percent 0.383 Accepted

The associated probability value is 0.383 is greater than 0.05, hence the null 

hypothesis (Ho) is accepted. This reveals that the advertisements have the capability 

of reaching uniformly across places. This may be attributed to the fact of the spread of 

mass media across places.



Analysis of Advertisement Medium across Segments

Chart 5.8
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Medium
■  Bus
I  Hospitals/clinics 
H  None 
f§ O th e rs  

Print media 
B  T elevision

Television and Bus 
Television and Print

Pies show Sums of segment

The major medium of reach o f advertisements across all segments is depicted 

above. Television plays an important role in the advertisements across as can be seen 

from the pie chart, 31.3 percent (81 persons). 149 people (57.5%) were not able to 

recall any advertisements at all.

Awareness about schemes offered by Big Hospitals

These days, many big hospitals have tied up with insurance companies to offer 

health insurance schemes exclusively for the public so that they can get benefits 

whenever they get treatment from these hospitals. But such schemes also not cover 

the outpatient visits. But in the era where India is growing up as health tourism 

destination, there is possibility of promoting such schemes within India also. Hence 

this question was asked to the respondents to know about their view. The responses 

are as below.
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Awareness about big hospitals across segments

Table 5.23

Segment
Awareness about big hospitals

Total
Yes No

Existing 38 35 73
No policy holders 62 38 100
Group insurance 6 80 86
Total 106 153

A hypothesis was formulated to check whether the response pattern varies 

across segments and chi-square test of independence was used to test this hypothesis.

Test Used Degree of 
Freedom

Level of 
Significance

Pearson’s probabilit>' : Result 
value i

Chi Square 2 5 percent 0.000^ Rejected

The associated probabiUty value is 0.000 and less than 0.05. hence the null 

hypothesis (Ho) is rejected. This reveals that the response pattern varies across 

segments. Hence varied marketing strategies needs to be followed by hospitals.

Awareness of health insurance schemes offered by Big Hospitals across Place

The analysis o f the awareness across place is as below.

Table 5.24

Awareness about health insurance schemes offered by big hospitals across places

Place Awareness about big hospitals Total
Yes No

Bangalore 60 109 169
Hosur 28 38 66
Krishnagiri 18 6 24

Total 106 153 259

A hypothesis was formulated to check whether the awareness pattern varies across 

segments and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho) = Awareness Pattern is independent across Segment 

Alternative Hypothesis (H a) = The Pattern is dependent across Segment.

The result of the chi-square test is as below

‘ p value < 0.0005, p value generated from SPSS
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Test Used Degree of 
Freedom

Level of 
1 Significance

Pearson’s 
probabilit> value

Result

Chi Square 2 5 percent 0.001 Rejected

The associated probability value is 0.001 and less than 0.05, hence the null 

hypothesis (Ho) is rejected. This reveals that the awareness pattern varies across 

places. Big hospitals in urban areas can network with medium sized hospitals in 

smaller towns to promote internal health tourism.

Interest of respondents in taking Health insurance from Residential schemes if 
proposed

Housing Sector is witnessing enormous growth in India, many new residential 

colonies are emerging and many such colonies have formed residential associations. 

This opens up an opportunity for insurance companies to offer group health insurance 

schemes for the members of the residential association. The respondents were asked 

whether they will like such idea if mooted by insurance companies as a special drive 

and the response is as below across segments and places

Table 5.25 

Response towards the idea of health insurance schemes through residential
associations across segments

Interest in health insurance schemes from
Segment residential associations Total

Yes No
Existing 38 35 73

No policy liolders 48 52 100
Group insurance 28 58 86

Total 259

A hypothesis was formulated to check whether the response pattern varies across 

segments and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho) = Response Pattern towards the concept of Group Health 

Insurance through Resident Associations is independent across Segment 

Alternative Hypothesis (H a) = The Pattern is dependent across Segment.

The result of the chi-square test is as below
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Test ir.scd Degree of 
Freedom

Level of 
Significance

Pearson’.s 
probability value

Result

Chi Square 2 5 percent 0.028 Rejected

Table 5.26

Response towards the idea of health insurance schemes through residential
associations across places

Place
Interest in health insurance schemes 

from residential associations 
Yes ' No

1—

Total

Bangalore 64 105 169
Hosur 36 30 66
Krishnagiri 14 10 24

Total 114 145 259

A hypothesis was formulated to check whether the response pattern varies 

across segments and chi-square test of independence was used to test this hypothesis. 

Null Hypothesis (Ho) = Response Pattern towards the concept of Group Health 

Insurance through Resident Associations is independent across place 

Alternative Hypothesis (H a) = The Pattern is dependent across place 

The result of the chi-square test is as below

Test Used Degree of 
Freedom

l^cve! of 
Significance

Pearson’s 
probability value

Result

Chi Square 2 5 percent 0.021 Rejected

The associated probability value is 0.028 for segment and 0.021 for place, which 

is less than 0.05; hence the null hypothesis is rejected for both segment and place. 

This reveals that the response varies across segments and places. Hence proper 

strategies need to be framed according to segments.

Analysis of the acceptance level of TPA concept across segment

IRDA brought in the concept of TPA for enhanced servicing; response was 

sought from the policyholders on how they like the concept. Here the people who



responded as ‘not aware’ were also added to the response of ‘N o’. The analysis of the 

same is as below.

Table 5.27

Acceptance of the concept of TPAs across segments
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SEGMENT
Existing Group

TPA Agree Yes 14 60 74
No 59 26 85

Total 73 ......ill '"IBS'".

A hypothesis was formulated to check whether the acceptance pattern varies 

across segments and chi-square test of independence was used to test this hypothesis. 

Null Hypothesis (Ho) = Acceptance pattern towards TPA concept is independent 

across segment

Alternative Hypothesis ( H a ) = the pattern is dependent across segment.

The result of the chi-square test is as below

Test Used Degree of 
Freedom

Level of Pearson’s 
Significance probabilit> value

Result

Chi Square 2 5 percent 0.000' Rejected

The associated probability value is 0.00 and less than 0.05, hence the null 

hypothesis is rejected. This reveals that the pattern varies across segments. It is right 

time for IRDA to study about the feedback to promote the services.

Analysis of TPA Rating across Segment

The respondents of group and existing policyholder segment were asked to rate 

the services o f TPA and the response is as below.

’ p value < 0.0005, p value generated from SPSS
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Analysis of the rating of TPAs across the segments

Table 5.28

■
SEGMENT

TPA Rating Existing Group ....... Total,........
No Idea 26 64 90
Excellent 3 1 4
Good 13 11 24
Fair 3 8 11
Poor 28 2 30
Total 1 73 1 86 159

The above analysis reveals that TP A has to improve the services.

A hypothesis was formulated to check whether the rating pattern varies across 

segments and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho) = Rating Pattern of TPA is independent across Segment 

Alternative Hypothesis (H a) = The Pattern is dependent across Segment.

The result of the chi-square test is as below

Test Used I Degree of Level of Pearson’s Result
Freedom Significance probability value

Chi Square 2 5 percent 0.000^ Rejected

The associated probability value is 0.00 and less than 0.05, hence the null 

hypothesis (Ho) is rejected, inferring that rating of TPA services varies across Group 

& Individual Insurance segments. This may be obvious as Group Segment is more 

influential.

Analysis of Claims decision across Existing policyholders and group 
policyholders

The pattern of claims decision across segments is studied and the analysis is as 

below.

’ p value < 0.0005, p value is generated form SPSS
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Analysis of claims decision across existing and group policyholders

Table 5.29

Claim status
Segment

Total

41” "
Existing Group

Accepted 23 18
Rejected 11 1 12
Partly Accepted 8 7 15
Pending 31 60 91

Total 73

The above analysis shows that there is more number of cases of rejection in 

existing policyholder segment. A hypothesis was formulated to check whether the 

claims decision pattern varies across segments and chi-square test of independence 

was used to test this hypothesis.

Null Hypothesis (Ho) = Claims Decision Pattern is independent across Segment 

Alternative Hypothesis (H a) = The Pattern is dependent across Segment

Test Used Degree of Level of Pearson’s Result
Freedom Significance probability’ value

Chi Square 3 5 percent 0.001 Rejected

The above infers that the claims decision by TPA varies across Group and 

Individual segment. Already several studies have also pointed out this fact.

Analysis of Claims Pattern across Segment

Claims pattern is analysed across segments to check whether group health 

insurance segment is varying with existing health insurance segment or not. Claims 

are analysed and the result is as below.
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Chart 5.9 

Claims Patterns across Segments

Existing Group

Segment

Zero
Upto 10000 

D  10001-25000 
® 25001-50000 

50001-100000 
■ 100001-200000 
■  200001-300000 
□  300001-400000 

400001-500000 
500001 and above

A hypothesis was formulated to check whether the claims pattern varies across 

segments and chi-square test of independence was used to test this hypothesis.

Null Hypothesis (Ho) = claims Pattern is independent across Segment 

Alternative Hypothesis (H a) = claims Pattern is dependent across Segment.

; Test Used Degree of Level of Pearson's Result
Freedom Significance probability' value :

Chi Square 45 5 percent 0.091 Accepted

The associated probability value is 0.091 and greater than 0.05; hence the null 

hypothesis (Ho) is accepted. This reveals that the claims pattern is similar across the 

segment. This is in sync with the fact that both the segments contribute equally 

towards claims ratio. This also provides an idea that there is need to map the claims 

pattern and risk premium rates for these segments. A new model is suggested based 

on this in the following chapter.

In Summary, it was found that majority of the demographic characteristics 

remain same across places and segments but the expectations and awareness levels are
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varying. Hence a new approach is required to devise new plans to meet the 

expectations of the people across segments and places.



NEW MODELS OF HEALTH
INSURANCE



CHAPTER VI 

NEW MODELS OF HEALTH INSURANCE

Based on the review of various literatures, primary data collection and analysis 

of data, new models are suggested in this research. As the numbers of new models are 

many, the models are classified under different categories for sake of better 

readability and integration aspects.

New models can be classified as below 

New Approach Models 

New Product Models 

New Process Models 

New Channel Models 

New Promotion Models
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Section I: New Approach Models

Under this model, this research suggest

New Approach Model for Infrastructure 

New Approach Model for Capital requirements 

New Approach Model for segmentation

New Approach Model for Infrastructure

For proper functioning of health insurance, proper health care infrastructure 

should be in place. But it is fact that India is having more health care infrastructure in 

urban areas than rural areas. The table' below gives a snap shot of the same

Table 6.1 

Health care infrastructure in rural and urban India
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Characteristics Rural India (per 1000) Urban India (per 1000)

Hospital beds 0,2 “  3J

Doctors 0.6 3.4

Public Expenditure Rs.80, 000 Rs.560, 000

Out of Pocket Expenditure Rs.750, 000 R s .1 ,150,000

In such scenario, growth of health insurance cannot be expected in rural areas. 

Hence, stern actions are required for promoting health care infrastructure in rural 

areas and semi-urban areas. This can be done by opening up of new hospitals in those 

areas. But given the fact that the Government spending is only 1 % of GDP (which is 

far lesser comparing other developing countries), development of proper 

infrastructure cannot be expected in the near future unless some new models are 

thought of. This research suggests Venture Capital-Health Care Model for India.

' Presentation  m ade b y  D r.R avi D u gga l on  O peration a lisin g  right in health  care at 10th Canadian  

C on feren ce  on International H ealth 2 0 0 3
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VC-Health Care Model - Bringing people together and meeting health care

needs

Many o f the potential resources, though available are scattered around the 

country. Hence a common platform is required to bring them together. This research 

proposes Banker-Health Care Model for this, where Banking Institutions can play 

centric role by contributing Venture Capitals.

The reason for visualising the Banks to play centric role is because the recent 

spurge in the inflation rates, reduced dependency of the industries over banks, 

lowering of CRR (Cash Reserve Ratio) by Reserve Bank of India have left bank with 

more cash than ever before. This has resulted in reduction in interest rates of loans 

especially Housing Finance Area is expected to witness still lowering of interest rates. 

It is felt that Housing Finance is one of the lucrative areas where the risk of NPA 

(Non Performing Assets) is very low. One can witness lot of banks promoting 

housing subsidiaries with lot of competitive offers for the borrowers.

Like Housing Sector, Banks can also think about investing for Health Care and 

Health Insurance or form a Joint Venture (JV) with many Health Care providers. This 

research discusses about the possibilities of banks playing an important role in the 

health insurance sector and it can be defined as “VC- HealthCare” Model.

Insurance is not new to banking industry at the present era. Many experts found 

that Bancassurance has lot of potential in India and many banks have obtained license 

to act as corporate agents for insurers in India. HSBC has floated a separate 

subsidiary for its insurance services. It has been observed that bancassurance is one
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of the best possible ways for the banks to increase the revenue and balance the loss of 

: that is happening due to reduced dependency of industry on banks.revenue

Banks can increase the infrastructure for more accessibility of the people (more 

hospitals). It can reduce the cost of medicines by funding for more manufacturmg. By 

which it can create more employment for doctors, pharmacists, and insurance 

professionals. This can be achieved by providing loans to doctors to set primary 

health care units. A group of doctors to set-up secondary health care units (after 

verifying their integrity and credibility) can invite big hospitals to set up tertiary 

health care units in selected areas. It can also involve the local Rotary club, Lions club 

in setting up of hospitals. Banks can also undertake a study of the Pharma sector to 

find out the demand for various types of Pharma and issue loans for setting up the 

pharmacy units, which are in great demand; thereby it can play a vital role in reducing

the cost of medicines.

Like wise, banks can identify lot of industrial units manufacturing health care 

products for granting loans thereby stabilising the industry.

In 1995, a study by Centre for Monitoring Indian Economy indicates that 11 

new hospital projects in Indian metropolitan cities alone accounted for a total 

investment of Rs 5.7 billion. Over and above this, several American and British 

insurance companies now want to tie up with Indian players to offer and market 

superior health services, and technology, products and distribution mechanisms.

Scope of Private-Public Participation in Heaitli Care

Banks can have agreement with the corporate hospitals (or form a ,IV) wherein 

they can finance towards the setup of the branch of those corporate hospitals m rural 

areas. The surplus doctors existing in the urban areas can be deployed as the



employees of those hospitals in the rural areas. The corporate hospitals can ensure 

good standard of living for the doctors and other hospital personnel on par with the 

urban living conditions. The Brand value of the corporate hospitals may attract the 

doctors to work in the rural branches of those corporate hospitals. Thus, Banks can 

form a Business Model wherein it can integrate the suppliers of health insurance and 

provide services to the health insurance policyholders at the subsidised rates.

New Approach Model for Capital Requirements

The Regulator, IRDA stipulates minimum capital requirement of 100 crore 

rupees (Rs.lO Million) for venturing health insurance in the country. But given the 

fact o f lack of availability o f proper data, heterogeneous mix of population in terms of 

culture, language etc. has prevented specialised health insurers to enter the segment. 

Only the existing insurance companies offer health insurance products running with 

claims ratio of more than 100% and offsetting the losses by cross-subsidising the 

profits earned in other segments like Fire, Marine, Engineering etc. But this cannot be 

expected from specialised health insurer, as there is no room for such insurers to 

offset the losses.

Hence IRDA should consider ‘Risk Based Capital’ (RBC) models for 

specialised health insurers. Possibility, the regulator cannot allow health insurance 

companies to operate in specific region or state. Given the fact that regions or states 

exhibit comparatively homogenous scenario can be a boost for health insurer. 

Moreover, ‘Health’ being a state subject, such approach can invite more cooperation 

from respective state governments towards health insurer of the state. Eventually, this 

approach can lead to many meritorious decisions like reduction in capital 

requirements, fulfilment of social objectives by the state etc. Similarly in reinsurance 

perspective, India is not having proper health reinsurance arrangement; IRDA should
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revisi. the „o™ s for health reinsuranee eo .pan ies in the Hnes o f approach mentioned 

above.

New Approach Model for Segmentation

In India, uniformity in approach is adopted for Iteaith insurance by insurance

companies. They consider that similar demographic factors exist. Health insurance

plans features are uniform. So far. Insurance companies view the population as

homogeneous and rely more on underwriting practices to avoid unhealthy lives in the

health insurance portfolio. For Example, the Medielaim health insurance premium

rates are more or less similar across places but the incidence o f diseases is no, similar,

but insurance companies tries to avoid sub-standard lives by imposing strict

underwriting rules in certain places. The researcher found that some insurance

companies in Kerala (a state in India) do not underwrite any hves suffering with

diabetes^ even if  they underwrite, they specifically exclude diabetes, although no

specific instructions exist for the insurance companies. Such practices can lead to

failure o f  social objective in the long run wherein unhealthy lives may be left

uncovered. In this case, it is failure o f the insurance company to launch specific

products for diabetic patients in the region. The reason for such failures is due to lack

of proper data and uniformity approach. IRDA is already taking steps to create a 

national data warehouse for health insurance

This research believes in the fact that ‘No Risk is uninsurable, provided proper 

analysis is made’. Any Effective analysis is dependam upon the basis o f  analysis. This 

research suggests that -Segmentation- as the important base. Insurance companies 

view that demographic factors o f the population, as a whole is more or less similar.

But based on the primary data collection, this research has identified that

B ased  on personal in terv iew  w ith  sen io r  o ffic ia l o f  a TPA
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by the
demographic fao.ors are not same and there are different kinds o f expectations

populauon characenstics on the basis o f .he follow,ng segments’. This is tl,e major 

finding of the research.

People who are exposed to Individual health insurance 

People who are exposed to corporate health insurance and 

People who are not at all exposed to health insurance.

CONCEPTUAL AWARENESS SCALE

People who are already exposed ,o individual health insurance are supposed to

have taken policies without understanding the concept o f health insurance, prevailing 

exclusions etc. Majority o f the people in this segment are under-insured and one can 

not.ce people earning more than 3 lakhs having policy o f only 50,000. Agents fail to 

explain the same due to either poor knowledge or fear o f  loosing business. Due to 

ttis, lot o f lapsation occurs in this segment. According the estimates around 10-15%

fail to explain the consequence o f lapses in health insurance.

A n Entry p o in t’ publisheTa^t F^JirW orld ~

researcher. Insurance C on feren ce , U S A , 2 0 0 5 , co-autliored  by
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With majority o f  Health Insurance schemes bei„« Yearly renewable policy, 

Policyholders didn t get reminder notices on time or not at all receive and hence 

customers forget to renew the policy. Unlike Life hisurance, where if a policy is 

renewed, the policyholder get benefits without much ditTerence prior to lapsation, in 

health insurance policyholders loose many important benefits like first year 

exclusions will come to force and no coverage for pre-existing diseases. Despite all 

11 portion of the segment continues to pay the premiums regularly to enjoy

000 IS eligible for deduction from the gross income directly. When we say that 

individual health insurance policyholders is supposed to have more awareness and 

stand at one end, at the other end stands the people without health insurance policies. 

Insurance companies are targeting this segment. But to win over the confidence o f this 

segment is a two-fold activity. First, awareness should be created and second; sale of

current scenario. The reasons are: -

still viewed only as a tax saving instrument with sizeable 

investment return. Health Insurance policies do not promise any investment retun,.

India is still facing the stumbling block of lack o f awareness for even life 

insurance products, which promises good investment return.

Many o f the people have more belief in god that they will no, incur any medical 

expenditure. They view the health problems religiously rather medically.

Experts say that, o f  the 100 per cent health insurance policyholders

approximately 50 per cent are individually insured, while the remaining 50 per cent 

are employees o f corporates.
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Under Group Insurance, Insurance is aaanged for group o f buyers, .he be„ef„, 

are .a„ored ,o .he needs o f  ,he group. Group is based on e .p ,o „ n e „ . or .enrbership 

of soce.y or club. In India, nios. o f the group insurance falls under the category of 

employment only. Benefits o f Group insurance are tnany, like Tax advantages for the 

employer, better bargaining power, lesser administrative expenses for the insurer 

pooling o f risk across different levels despite their insurability status etc. Also, as 

many employers conduct medical test dur.ng the appointment, the quality o f  life is 

assumed ,o be good when compared with rest o f the population. But mostly the 

eoverages and designs do no. match with the characteristics o f the group thus ending 

with more generous coverages, which indicates .hat there is s.ill potential for up- 

selling insurance policies in .his segment. Marketing programs of insurance 

compames should focus on this segment for more up-selling opportunities as this 

segment is neither totally unaware o f health insurance benefits nor aware o f  the 

importance o f having enough health insurance coverage. Given the cttrren. scenario of

companies to exploit the maximum potential in this segment.

Paradoxically, this employee population too contributes considerably to the loss 

ratio o f health insurance. Severe competition has brought down the price o f  corporate 

policies, eroding the actuarial premium base. Therefore skewed claims ratio is also 

due to corporate Mediclaim policies. Moreover, Corporates use health insurance as a 

bargaining tool while deciding to offer the more lucrative and profitable portfolios o f 

Fire and Engineering to the insurance companies. The insurance company makes 

good profit obtained as premium from these products and is so willing to bear the loss 

obtained from health tnsurance product. However, a study by Munich Re in India on 

the comparison between Group Vs Individual Insurance in terms of Burning cost



of InsuranceInsurance compan.es should focus „„ ^

S e c t i o n  II: New product models

s research suggests new product models under the following classification

O— Of Oenrographic features, special r e f e r e n c e  . O d e ,  t o r . „ f _ lsector'’

On the basis o f Morbidity features

On the basis o f blending Portfolio features

On the basis of Demographic features

: » . . .
penence, niantai status and dependant children second 

"  ’ " ■  “  „ „  , j .  
a cluster. The d.scnmtnant analysis estimation equation infers tha, very ntinute 

er category. This gives idea o f  floating different plans across sub-segn,e„ts

v a r i Z  ;  ■" ^ —
‘ ^ d ic a l  expenses and so on.
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This suggestion is i„ sync with the existing life insurance practices in t|,e

fe™a'es, ch t.ren , o , .  age. etc. Si™i,ar p raC ce shouM he i.np,evented hea.th 

insurance industry also.

This approach ean be a starting p„i„, „ i,h  .he assumption that morbidity factors 

w.n vary across the dentograph.c suh-seg„ents. Th.s w,„ eventuahy lead to 

construct,on o f proper data warehouse with enough morbidity statistics.

Special reference to Model for Informal Sector

. e itmrted success of the public health system in meeting the preventive and curative

- - - -  Pe0P.e as it may t a .  iong time to 

- e „ t  the tttrmedtate health care re,uirements due to iae.m g awareness, 

infrastructure etc.

new model proposed is to introduce Reinsurance on Health Insurance for 

•nfot^al sector in India, Basically, the Governmenfs Universal Health Insurance

Association o f  Informal Sector Croup which are functioning all over the country The

a.soc.at,on o f  weavers are the implementing authority o f the Universal Health

as GKOUP-W, Similarly, a group ,s 

formed for the farmers in a state and called as GROUP-P. When we make actuarial

valuation analysts o f each group mdividually, definitely the premium collected will
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« o a, ,e .„ s .e ,  T ,e w.„ e v a .a .  ,„e

an. , e c . e  . e  accep.anee p . ™ . .

^  Law of Large Numbers

 ̂ g oups and collec, the prem.um (which is Ceding pren,i™ , The diflerence

ew een .he eed,ng p,e™iu,n and .he accep.ance p.e,niu„, if  any is ho„,e hy .he

~  o,. The _ .  a n n „ _ .  O o _ e „ .  .„ in e.ase .he

re ,n GDP fo. heahheare ea„ provide ,nore alioca.icn^ Moreover. ,  can also be

oug . o f ,nciud.„g a eess o f 0 , ,o / .  fora,, ,he individna, insurance policies sold .o

O f c on rse . .h e  nodal „ . s , n c a c h  region . i l l . a .  care'o f  

P - n h e s e  pohey holders. The „ e „  h o s p i . . s  Which are crea.ed on .he

- m e n . .  Claims are se..,ed by T P A , and rein.hursed by IR D . ,o T P A . ,R o ,

- - c , a i „ . h e r e i _ d c , a . n r o „ c e i „ a , „ a . e r a s a c o „ s „ , i d a . e d e , a , . f r o . . h e

-  . e , „ g  ^  aho„. .he p„rehas.„g power of .he gronp policyholders.

7 “"̂  ■" “  can also he .hongh. o f , .e r
stages based on .he da.a available after in,p,en,en.i„g .his n,odel.

What can be reinsured?

hen health care infrastructure is increased, by using the Banking-Heakh Care 

o el, .he cos. o f n,edicines, hospi.al assis.a„ee can be .nade available a. subsidised

- ™ s e a n r e d n c e .h e r ,s .p r e . i .n .o e e r .a ,n e « e n . .B n .a .n a r g ,„ o f l ,« 3 .c a n

under heahh .nsnranee schenre. Hence a l i . i .  can be placed above which .he r.s.s can



be reinsured. The lin,i, can be in terms o f excess o f loss ratio for the operating units.

Here the operating issues can be assunted to a collective entity o f  NGQ-s/Associations 

at a Town or Taluk or District level.

On the basis of Morbidity features

Any new plan should strategically be placed in such a w a, that it will not tempt 

.0 make fraudulent claim. This can be achieved by doing a perfect research o f the 

existing disease patterns, mortality rates, morbidity rates, consumer behaviour at the

hospitals, hospital behaviour towards patients etc. Such sort o f reseatch is still a

distant dream for us.

For doing such research, tt will involve lot o f investment cost. Instead we can 

.0- with launching o f  different kinds o f plans and do research on the data acqutred.

For this. Initially, new health insurance policies can be launched to meet the 

needs o f various sub-groups and there shall be a base health insurance plan, say bH. 

The base health insurance plan may offer the benefits to cater the treatments of 

primary ailments. Deductibles can be introduced in these policies like Calendar Year 

Deductibles where eligtble medical expenses are accumulated during the calendar 

year, and once they exceed the deductible amount, the insurer will pay the benefits.

Apart from the base plan (bH). lot o f endorsements may be offered to the 

policyholders in the form of riders to choose from. The endorsements may be 

classified based on the secondary and tertiary medical care treatment oflers.

The secondary medical care treatment plan (sH) which eventually will include 

base plan having some higher premiums and cater to the secondary medical care 

needs o f the policy holders. Similarly the tertiary medical care treatment (tH) will
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cater to the tertiary medical care needs of the policyholders apart from the base and 

secondary medical cares.

The above may sound like re-definition of the existing Jan Arogya Bima (for 

bH) and existing mediclaim for sH and tH. But strategies have to be worked out that 

the bH plan imbibe some more benefits that exists in mediclaim policies apart from 

that exists in Jan Arogya Bima.

On the basis of Portfolio blending features

In India, insurers often try blending the features of other forms of insurance and 

financial products while designing new plans. For example, Unit Linked Insurance 

plans were floated blending the equity features into insurance, single premium 

policies with short term were floated by life insurers which was similar to bank’s 

Fixed Deposit product.

In this research, the idea of floating blended products were asked to the 

respondents especially about the concept of ‘Long Term Policies’ in the similar lines 

of life insurance plan features and Single Premium policies in the similar lines of 

bank’s fixed deposh features. It should be noted that prior to liberalisation, similar 

plans were floated but it ended up in failure. But this time, this type of question is 

included in the questionnaire to check the response of people across different 

segments. From the analysis it is found that the response level varies across the 

different segments.

This indicates that new plans with blended features can be tried but it should be 

in sync with the demographic characteristics of the segments.
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Section III: New process models

This can be sub-classified into two categories 

New Control Process Models 

New Technology Process Models

New Control Process Models

This can be further classified into

Administrative Control Processes 

Actuarial Control Processes

Administrative Control Processes

This model stresses focus on two key areas in health insurance process flow viz. 

underwriting and claims settlement. Such processes can reduce the fraudulent claims. 

This research forecasts the increase of frauds in health insurance due to the factors 

like Presence o f new players, Change in purchasing behaviour of consumers wherein 

customer insuring different risks with different insurers, New distribution channels 

like Bancassurance, Internet, Appearance of new entities like TPAs, Disappearance of 

some entities like TAC in the coming year. Increasing controls through technology is 

a model suggested in this research.

Actuarial Control Processes

Actuarial Control Cycle Model for Health Insurance in India 

Importance of the Model:

With many demerits existing in the current health insurance system viz. Lack of 

Data, Higher Capital norms. Lack of Reinsurance arrangements. Fluctuating 

investment market scenario, unpredictable lapse rates, inflated claims, management
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expenses, it becomes important for any insurance company dealing witi, |,ealth 

insurance to implement actuarial control cycle to achieve profit.

This model aims a, the cross-eheeking the assumptions and projections across

the actual, thus creating room for quicker control actions before something goes 

wrong.

The Model

The factors considered in this model are 

Expected and Actual Morbidity Rates 

Expected and Actual Premium contributions 

Expected and Actual Investment Returns 

Expected and Actual Withdrawal Rates 

Expected and Actual Reinsurance Arrangements 

Expected and Actual Management Expenses 

Expected and Actual Claims.

Expected and Actual Other Incomes 

Expected and Actual Other Expenses

Basically, the actuarial control cycle aims at testing the profit, can also be called 

as ‘Profit Testing’.

Equations for the same can be worked as below:

Profit = Income — Expenses 

Where
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Income -

(OI) + Reinsurance Claim Receipts (INRE)
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individual and group segments. It is better to analyse the surplus across both segments 

as below

A su rp lu s  = A c r o u p  surplus + A ln d iv id u a l  surplus

Rationale behind the above formula: 

Note about the factors in Indian Context

Premium Contributions: Premium contributions is not witnessing steady growth 

due to various forms of lapses. Again, the lapse rates are different across individual 

and group schemes.

Morbidity Rates: This varies across region to region. Again various studies 

suggests that the data is not available with.

Reinsurance: India, as such is not having any reinsurance arrangements for 

health insurance, but in future the possibilities for reinsurance are bright. If this 

happens, then group health insurance has good scope of such coverages.

Other Expenses: Group Health insurance coverages often enjoys some form 

cross-subsidisation as the premium rates are offset with the premium contributions 

received towards other forms of insurance like Fire, Marine etc. Similarly the Group 

Schemes enjoys better tax treatments.

Investment Returns: Unlike the Blue Cross & Blue Shield Plans of USA 

wherein more investments are made in equities market, Indian Insurance Regulations 

restrict the participation of insurance companies in equity market.



Control Model in Indian Context

This research suggests that actuarial control cycle across group schemes should 

be mapped with individual schemes to the granular level. This will help in 

overcoming the deficiencies of data, analysing the impact of various factors over 

premmm and surplus, increases the scope for application of Technology like Data 

Warehousing and Data mining techniques to perform ‘W hatif analysis and Stochastic 

analysis seamlessly which can end up in launch of specific plans for select segments 

as it exist in Life Insurance Market etc.

New Technology Process Models

This research suggest implementation o f two important technological processes 

BPM Process

Data Warehousing Process 

BPM Methodology

Health Insurance Claims processing involves lots o f complexities and require 

frequent changes in the underwriting rules and claims rules. For example, an outbreak 

of major disease like SARS may have varied impact over the claims processes that 

require immediate attention in a war foot manner. Similarly, a complicated cardiac 

ailment may require immediate redefinition of rules not only to cardiac diseases but 

also to related ailments viz. Hypertension related diseases, neuro related diseases etc.

Certainly, in a legacy environment where most of the rules are hard coded,

immediate redefinition of rules and implementation of the same may take long time

before which the insurer would have incurred heavy losses. Needless to mention, even

if the rules are incorporated, there lies the risk of system overrides by the claim

processors due to their habit of overseeing the diseases and approving it unaware 

about the new rules.
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BPM process instigate strict and rigid methodologies witieh can incorporate all 

new rules framed out o f investigations with immediate effect and also disallow all the

system overrides and thus bringing down the claims cost drastically.

In BPM Process, the system administrator can easily define the rules without the 

requirement for coding. BPM Process creates executable Java Codes for the new rules 

and implements the same in the system for immediate processing. Thus, it reduces the 

dependency of the Decision Makers over the IT Department,

Taking into account o f the time frame for developing new codes, integrating it 

with the system, conducting system test in a normal legacy environment, BPM

processes comparattvely avoid all the above processes and also ensure quahtative

system process thus saving cost, manpower etc.

A survey indicates that claims processing cost accounts for 30% of the overall 

claims expenses. An efficient and effective methodology like BPM may immediately 

brmg down the claims processing cost obviously.

Data Warehousing Methodology: Data warehousing methodology is supplementary

to BPM methodology, which eventually is a part o f the process after claims are 

processed.

As mentioned earlier, BPM Process reduces the overall claims processing costs 

and controls the expenses arising due to system overrides.

Data warehousing using Business Intelligence Techniques helps to analyse the 

data and plug in claims, which still posses, the risk o f overpayment.



It also helps in analysing the data in various dimensions and hence frame new

set o f underwriting rules and claim rules. For instance, the claims data is analysed

across various dimensions viz. Diseases, Treatments, Hospitals, Physicians,

Customers, Claims Processors etc. and the same is pitched to identify the hidden 

patterns.

This will lead the decision makers to identify and set rules on underwriting,

claims for a particular diseases, hospital, physician, customer which can be

immediately put into effect into the claims system tiirough BPM Process 

methodology.

This can also indirectly help the Insurer to better handle knowledge

management activities with respect to their claims processors thus adding immense 

value to the organisation.

All this in turn, can plug in any leakage left out before actual payments are made 

to the end customer. May be a latency period of 1-2 hour is enough for the Data 

warehousing system to process a batch of claims records through a incremental batch 

processing mode to meet the fraudulent challenges and overpayments.

Data Warehousing and Business Analytics without BPM process may also be 

considered but the same can act only as the Leakage Identifiers and can play only less 

effective role as Leakage Rectifiers. Needless to mention, for an insurer identification 

and rectification is an ideal system process to plug in claim leakage perfectly.
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Schematic Diagram

Typical Legacy Applica(i„„ Environment
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Claims Process after BPM Implementation
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Claims Process after BPM and DWH Implementation

R ec o m m e n d ed  for 
c la im s  p ay m en t



Sec(i„„ IV: New channel models 

- j ««. . . .

Residential Association Group Health r
P =<-=hemes- is preferred by

~  ac.-o. „  :

- - - o -  o n .  . e .
innovative idea is discussed below;

There is „o enough da,a for scientific calculation o f a Model 

Marketing program o f insurance companies are nrore generic

a ys.s and bu.,d a scentific database for analysis and building a model.

-  conceptual awareness scale, it can be inferred tbat group insurance

: r ™ * " “ “ - - ™ - “ b e a b e s t . e . b o d a s , e a l t b i , _ e
ves ots Of complex paramerers and for collating a good sizeable database fro™ 

~  ofpopulatton (comprising of heterogeneous segments) wi„ ,a ,e  long 

J ^ H e n c e  on e.peritnental basts, a method sh o .d  be followed as a start,ng point 

■eh can prov.de quick and effective results. The scope o f ,h

- - s u c h m e t h o d t s s u g g e s t e d b e lo w :

„  ” ■ "  . . .  ^

studted. For exatnple, (as an illustration) if we identify four
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Sroups (C o,p„,a.e as A, B, C .  D. So r .

-a ly s .s  o f ,he groups separately and do no, collate .he data of various groups. Bu, in

assume that Group A and Group C are exhibiting similar 

c arac.er.st.es. Hence the data he,ong.„g Group A .  Group f , can he pooled and 

the aggrega.ed data can be studied.

sort o f medical underwriting o f the group.

“ P'h "  -  - i n .  pattern o f the policyholders

u n d e r  t h i . g r „ „ p f „ r a p a r . . e u l a r a g e g r o u p - s a y 3 0 - 3 5 c a n  be analysed ,„ .d e p .h .

The same ean he correlated . . h  .he available da.a o f individual .nsuranee 
policyholders.

groups and 

insurance.

Mapping & gap analysis using data warehouse between the 

■ndividual in sur.ce  can he done to understand the hehav.our o f individual i

The same can he then extended to ..any  groups in the next phase

In the final phase, .he scope can be enlarged by ex.rapolation and comparison 

w..h .he whole set o f  individual insurance policy da.a.
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Thus, .de„Uf.a«o„ of „ew s e .^ e n .  can ,e ,p  o „ „  .he o f „ea.„

■nsurance ,„ ,ia  bu, also can ,e .p  i„ „ee,i„g i„fo™a,i„„ needs o f ,„e in s^ n ee  

compa„,es for spreading the individual policy],older seg.nen, also.

Section V; New promotion models

Th,s research suggests tha, promotion only through media alone will no, work in

country like India, In currcnt scenario, promotion can be equated to awareness. Hence

model suggests .hat promotions should be categorised as below, (Wherem media

promotton ts one among .he fac.ors) Promotion is an in.egra.ed componen. with 

respect to Health Insurance in India comprising of

Promotion through Media 

Promotion through Training 

Promotion through Stakeholders 

Promotion through Regulations 

Promotion through Media

This research identified .hat the promotion o f health insurance through media is 

no. Similar across different segments. Hence various kinds o f promo.iona, strategies 

should be followed. A, present, insurance companies follow similar promo.ional
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Health ,„su,a„ce despi.e „,e knowledge o f heaUh ..a ted  a ,.„ „ , „ e  

Hence, . e

the people across the segments.

Promotion through Training

Agents are .he „ o s . effective cha„„e,s i„ ,„dia, bu. .^e I .e .

compan.es should consider using agents for promotion o f awareness.

Promotion through Stakeholders

Stakeholders can p,ay vita, role in promoting health insurance awareness This

.He concept o f introducng TPA is not serving its reai pu^ose. Hence steps are to he 

taken to improve the serv.ces o f TPAs in the context o f  awareness creation. Similarly

perspective also.

Promotion through Regulations

IRDA acts not only as Regulatory but also Development authority. In .his sense, 

sttll more act,v,t.es are required from it. IRDA should lobby for more rebates from 

g o v e ^ e n t  like increase o f tax rebates etc, allow liberal regulations in the

jomt assoc,at,on w,.h Medical Council o f India .o devise hospi.al schemes etc. Such 

type o f aclivities can promote health insurance.

From the models suggested - New Approach Models. New Product Models,

New Process Models, New Channel Models. New Promotion Models. No single



- e  P . ,

; r ”'̂  - -  „„. ,e po..e .  ,e . ,
7  —  - -  — '^. B .  , n _ e

It w,ll depend upon the business environment p„H u ■
“ ent and business trends o f  the insurance

companies.
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CHAPTER VII

CONCLUSIONS

IS

lnd,a is a cou„,.y „av,„ , 

per capUa health expendi.ure o f W i a  is „„,y J 2 ,

Bank s,a.,sties, the county spends 6% o f GDP „„ Health care o f  which, neatly 78% 

pnvate expenditute and 22-/. puhiic expend,tu.e. hetease in the cost o f  .nedicines

-in te n ts  to depend „ore on Oovernn^ent, plan on,lay. Bn. in the las. two decades 

.-ealth has been ,e . . t „ ,  a shrinking shate o f  plan outlay o f  the Gove..„n,en.. Though 

Qoventnten, has p,on,ised 2% o f .he GDP towards heal.h care expend,.ure, experts

pushtng .housands o f  people .0 Below Poverty Line (BPL) segment. These fac.ors 

created awareness for health insurance aniong people and should have 

pressurised Ute government to create a public policy towards health insurance.

But Indta does not have the policy o f  compulsory health insurance for its people 

and even the spread o f health tnsurance was very m.nimal. Moreover. Insurance was

■n .he hands o f  only public sector companies from 1 ,73- 1 , „  with respect to general

insurance and 1956-IQQO w  v f  ■
1999 for hfe tnsurance. In ,999. Insurance Regulatory and

Developmen. Au,hori.y Ac, (IRDA Ac.) was passed opening insurance sector for

pnvate sector participation. But even after liberalisation, .he growth o f  health

- r a n e e  was no. as expected. Had Heal.h Insurance portfolio been managed

pro,ess.onally, the growd, would have been exorbhant. This research w-as undertaken



«— » . . .  i » . _  „  „ „   ....................  

minimise financial stress and worry.

Hence, i, was .hough, ,ha, ,. is ,he righ. .i„,e ,„ analyse abou, ,he existing

system and think about the ways o f spreading health insurance coverages and 

managing the portfolio

The objectives for which the present research work was taken up were to assess

.nsurance purchases, to understand the expectations o f the peopie towards heahh 

India.

Literature on various subjects related to health insurance was collected front 

vanous sources like IR D ., National Council for Applied Economics and Research 

(NCAER), Centre for Insurance Research and Education (CIRE), Indian Institute of

vartous jouotals and magazines were collected from sources like wcb-site and

‘■ b - e s  o f „M  - B. Bangalore University and .ansons School o f Business- 

Cotmbatore. Excerpt from various stakeholders o f  health insurance like senior 

n^anagenten. people o f  insurance compan.es, hospital administrators, pharmaceutical 

ccmpantes, legal experts, T P A ,  insurance d i s t r . b u t i o n  channels were interviewed 

U^ough an unstructured personal interview method to understand the problems from 

the.r perspective that can hurdle the growth o f health insurance in India,

Based on the review o f various literatures, the spread o f health insurance in 

indta was assessed and also based on the expe„ interviews: the prominent factors
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Bangalore ,he eapi.a, c i.,  „ f  Ka.na.aka State, H a s .  ,se.ni-u.ban, and

Krishna*;, (a ™ a, in ,he .a .e  o f Ta™i,„adu and .Ke n e a . . ,  . „ , , e .  „ea.-

when a person was se.eced for interview, no. a„ ,„es.ions were app.ieaWe ,he

person. Hence some o f ,he ,„es.ions were no, necessary for response. When ,he

pattenr o f sueh ,ues.ions were analysed. surpris.„gly i, gave an idea .o spli, the

population into three segments like people with existing health insurance individual

pohcy holders (voluntary pohcyholders), people with no health insurance policies ,„o

pohcyholders) and people covered under group health insurance schemes, as the

expecafons and factors influencing health insurance was varying among segments

Pr.n.a,y data was collected data from in and around Bangalore (Kantataka State,

Hosur (Tamilnadu State) and Knshnagiri (Tamilnadu State,. The scope of the

research does not cover study of supplem ental schemes like Persona, Accident 

Coverages, Disability Income Coverages etc.

The number o f  chapters are seven. The firs, chapler gave an i„,roduc,ion about

•he heahh insurance in India and problems associated with it, which motivated the 

researcher to undertake the research.

The second chapter dealt with review o f literature; health insurance in India is

dependant upon various stakeholders l.ke heahh care. pharmaceu,ical induslry,

regula,ors, and hosp.tal industry etc. Hence review of literature was done covering 

various aspects o f health insurance in this chapter.
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The ,l„rd chap,e.. de.ailed about ,he Genesis and Overview o f health insurance

abou, the Genesis and overview of .he developments in Indian health .nsurance arena 

second part details about the health insurance statutory environment in India 

Genesis and Overview details the Genesis o f Health Insurance tn India during the pre- 

.ndependence period (pr.or to 1947, and developntents in Health Insurance through 

different phases vtz. Pre Nationalisation Era (1947-1973). Nationalisation/Pre- 

Itberalisation Era (1973-1999), Post Liberal,sation Era (fo n t 1999). The statist.cs of 

.be performance of health insurance during post l.heralisatton era was also analysed in 

■h.s section which nteets the objective o f assessing the spread o f health insurance 

In the second part, health insurance statuto^ environment was detailed 

any county, the statnto,, envtronnrents p la , cmcial role for the growth o f business 

Tbe statutory environment covers constitutional environtnent. regulatory environment 

covering the aspects o f Registration and licenstng, Management o f funds, including 

control on investments, Control on Management. Solvency margins. Powers to 

investigate and to issue d.recions, Special provision s protecting pohcyholders and 

also regulations by courts. In summary, this research suggests that amendments can he 

made to make the statutory environment more insurers friendly.

Chapter Four details about Comparative Study o f Health Insurance Schemes in 

India, this chapter focused on the details o f  various forms o f health insurance schemes 

n. India and select foreign countries to provide insight about various forms o f health 

insurance coverages. Such insight can help to design new plans for health insurance

insurance schemes in select countries.
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The vanous health care programmes presently operating m India can be 

ca.ego„sed as S.a.e-™„ .H e .e s  for seco . e„p ,„ ,ees ; Healft ,„s.-ance P,a„

T "c o n , ™ . ,

m.cro-credu linked health insurance schemes. Snap shol slaHstics of 

menrhership o f various schemes were presented in this chapter. In summary, it can he

e ffecv e , due ,o the fact that ‘had any o f the schemes been effective, it would have 

for Indta for promoting health tnsurance hy overcoming the demerits o f each scheme.

ountnes, this was done to understand about various models o f health insurance to 

-  mference for India. The specific experiences o f China, Thailand, Srilan.a, Latin

American Countries countries, USA, UK, Australia, Singapore, Germany were 

briefed in this chapter.

The Chinese expenditure is characterised by high total expenditure, low

goventment expenditure and heavy dependence on insurance financing. There are two

kmds o f coverage, which are in practice in China, labour insurance medical coverage

for state-owned enterprise workers and retired persons, and free medical service

Which caters to workers, and ret,red persons o f government agencies and part.es and

P ofit institutions. India, which is similar to china in terms o f population growth, 

has lots o f learning from china.

differem kinds of health care financing programmes:
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^enem schemes „ e  .o v e .g e  o f , „ e .  .he,,-

“ ■ -  p „ .„  .  , , ,  

schemes needs to be enhanced.

Snianka-s health care expenditure is characterised by high governmen,. low

Pnvate, and ,ow insurance expenditures. But tnd.a being a iarger eountr. than

snianka, .t is practiea,,, ^

Snianka. But ntany states ,n hrdia are o f s.ze o f Sriian.a; hence Oovern.nent can tr .

ouuest strategies Wherein it e . ,  t ,  to .ntpienten, snniiar .node,s in so.ne Of the states
But the feas,b.l.ty o f such models is questionable in current scenario.

The pattern o f h e a l ,  eate expenditure in Latin American cot.n.ries varies 

- r d r n g  to the si.e  o f the country (both in terms of population and geographical 

s . - )  and the income level. Taking a larger perspective, there are nra.niy two types of 

- a g e d  competitton, which are enrergmg in this region, where government is the 

sponsor and where private employers are playing the ro,e o f  sponsor. Like varied 

.» d e ls  extstmg across countries in Latin American Countries, India can take

questionable.

'n  USA, Healthcare is provided by pr.vate hospitals, funded either by 

s, by employers, or by insurance. But comparatively, USA is having well

Unrte Pranrework in the hnes o f H.PAA etc. In future, India has to learn from USA ,o 

prepare itself for handling frauds and improving the mformation technology
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Health care i„ the UK ,s provided publicly by ,he National Health Service 

(NHS). The scheme provides free health care service to al, residents in a network of 

NHS clinics and hospitals countrywide. It provides for prinrary, secondary and post­

operative care. People must contribute towards dental and optical care according to 

their means. The government sets the annual NHS budget from tax revenues.

Private medical insurance in the UK evolved from dissatisfaction in the state 

health system due to long watting lists for operations and over-crowding inwards 

About U percent o f the population purchase private medical tnsurancc. The NHS 

does encourage its hospital trusts to have private patients units (PPU’s) within their 

hospitals to attract private patients, who either fund themselves, or who have private 

insurance. It is the intention o f the government that PPU's will be

trusts and reduce the burden on the state budget. In India, people spend more towards

health care from their pocket and have to take learning from UK market in avoiding

pitfalls in hospital services especially in the current scenario wherein India has been

identified as ideal health care tourist destination. The experience o f Ireland is also 

similar to UK.

Germany does not have national health services like the UK, There are a 

number o f health insurance companies who provide health care for their members, 

idlest o f these are government controlled, although some are private companies 

Government Insurance Company covers the risk which is not acceptable by private 

insurance companies. Germany expects its people to be part o f private or government 

sehemes. Even if a person drops out from private, he should join government scheme.

This gives an idea for formation o f health insurance corporation by government
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which can mandatorily insure .najori.y o f the popnla.ion for a small coverage Bu, 

g.ve„ ,he perfo^ance of ins.i.i.n.ions like ES,C and CGHS, „,„re c a .,„ „ . eagres 

needs to be taken to learn from the mistakes made in the past.

In Australia, roughly 60 percent o f the population rely on the public hospital

•eadtng use private hospitals primarily, but relying on ntajor public facilities in 

complex or catastrophic situations. Private health insurance is regulated in Australia 

.0 be community rated rather than risk-rated, this has vita, implications for India i 

terms o f requirement o f  good infrastructure, varied approach towards ratings etc

In Singapore, various schemes like Medisave. Medishield, and Medifund are 

just one o f a number o f  countries whrch has -providem fund" arrangements providing 

for a range o f welfare needs. ,n Ind.a, as already the prov.dent fund schemes are 

popular. ,t has to be though, o f floating schemes in combination of Provident fund 

schemes which has feature o f health insurance components attached to it.

In summary, it can be said that India has lot o f opportunities to learn lessons 

from health msurance systems of various countries. Especially, when India is a, cross-

™ ds, this suggest,on makes more sense to build a highly efflcien, heal.h .nsurance

system.

Chapter Ftve focused on Factors and Expectations influencing Health Insurance 

.n Indta. This was based on ,he primary da,a colleCcd. Primary data was collected 

from three different segments viz. Existing Policyholder Segment, Group Health 

Insurance Segment and no policyholder segment.

205



206

Based „„ the pHn,ary data collected, analysis o f da,, was „.ade subse,ue„,ly 

hypothesis was tested to c .e c . t„e .la tio„s,,.p  o f .e y  fa c to . ,i,e  Monthly ,„co„te

(urban, set„ i.u*a„ and ™ „l). M .o  a cinstet analysis was ntade over titese fa c to , to 

.denttfy the cluste. relationship a ..ong these fa c to , and a discrinttnant analysis was 

™ade over these fa c to , to identify the estimation c o -e fK c ien t of the fa c to , that can

Income factor is associated with the purchasing power, this also in fe . that the 

purchasing power win vary across segnrents. Hence Insurance companies should

dev.se new pla„3 to match the age, sex, occupation and income levels o f the people of 

the segment.

Monthly Medical Expenses var.ed across segments but remained same across

Places, the annual medical expenses was independent o f the region. However, reg.on

wtse morbtdtty rates ts useful; this research suggests that it is more meaningful to

study the morbidity rates across segments and places attd based on the expectations of 

the segments.

The analysis o f insurance exposure was done „n the basts o f premium payment 

(.0 u n d c tan d  the premium payment capacity o f the people across each segment, 

Penetration Analysis across segments (to understand the penetration o f public and 

pnvate companies across these segments) and Critical Illness Rider Analysis (to 

u n d c tan d  the aeceptabtlity o f cr.tical illness coverages across the segntents, as 

s msurance are the mmiature version o f health insurance poHcies. though



if is not a complete health insurance coverage bv itself R„t i,cictge oy itselt. But it can give a fair idea of

potential promotional strategies).

It was also noted that 44.19% of the respondents o f Group lusuranee segment

d,d not have exposure towards life insurance indicating high market potential for life

and health insurance. „  was noticed that there were respondents who had no idea

about the premium payments and there were respondents in ‘no policyholder’ 

g ent who pay premium more than Rs.lO, 000 per annum. Proper marketing

strategies ean help i„ wooing the customers for minimum payment o f  health 

insurance.

Insurance Penetration Analysis revealed that penetration o f  insurance eompan.es

vaned across the segments. Penetration o f  insurance companies is independent o f  the

places. I, revealed that both private and public insurance cotnpanies have started 

penetrating into various unexplored regions o f the past.

Analysis on purchase o f  critical illness rider policies revealed that critical illness

nder exposure ts no. varying across segment and places. This gives us a„ idea that

people across segment and places have started realising the need for coverages against

.nness; hence this is the right time to target sueh people for persuading them for 

health insurance.

Dem ography variables play imporiant role in purchase o f  health .nsurance. 

Cluster analysis o f  demographic variables revealed that that there can be five different 

clusters (a. the distance between 20 and 25) viz., cluster one having age, work 

experience, marital status and dependant chtldren. second cluster with segment, 

occupation and annual medical expenses, sex and adult dependants form the third 

eluster. Family Monthly Income and Income Tax Assessment Status forms fourth
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cluster. Place Uself forms a cluster. This gives us an idea o f  designing variety o f

products targeting each cluster. Hence plans can be Hoated specific to a place, specific

to Monthly Income and Tax Assessment status etc. It was found that the main reason

preventing the people from taking health insurance are 'Lack o f  Information' which

means proper marketing programs to create awareness can work for growth o f  health 

insurance in India.

Majority o f  people without health insurance coverage managed to meet the 

emergency medical expenses through savings or borrowings. This tneans. the failure 

o f  msuranee mechanism due to information problems which is preventing the pooling 

o f  savings money into insurance pool. Even during medical emergencies, majority o f

people didn-t think about health insurance reveals lack o f  protriotional mechanism

even at POS (point o f  sale/suffering).

Agents are the preferred channels for insurance carriers. N ew  channels like big 

hospitals, bancassurance are also having som e favour among some respondents, 

which means that channel potential exists for non-conventional channels also. 

Majority o f  the people showed interest in purchasing health insurance after explaining 

the need by the researcher (overcoming information problems). Majority o f  the 

respondents (86%) were not aware o f  the concept o f  TPA

20 8

some areUnder Group Health Insurance segment, variety o f  plans exist wherein 

contributory (em ployees contribute to premium) and som e are non-contributory 

(em ployees do not contribute) in nature, the group health insurance coverage also 

varies from one employer to another employer wherein some are floater policies( sum 

assured is shared by family members) and som e are non-floater policies. It is sad to 

notice that many o f  the respondents were not having any idea about health i,insurance



at all. Majority o f the respondents from this segment who are aware about heald, 

insurance felt that the group health insurance is sufficient for them which show 

clearly the lack o f proper awareness about the need for additional coverages and lack 

ot understanding about the potential for up-selling. But after proper explanation by 

the researcher, the respondents felt the need for additional coverages and were 

prepared to purchase policies to a tune of coverage affordable by them.

Ageing population is major factor to be considered by government and Geriatric

Health Insurance is a segment, which needs lot o f attention in future. Group Health

Insurance Policyholders have the option o f  converting their group coverage into

individual coverage after their retirement from service. But it is sad to notice that

90.7«/„ o f the people are not aware of the option that can be exercised. This also

clearly indicates the failure o f Supply Chain Management (SCM) on the part of

employers, insurers and TPAs. IRDA should take steps to educate the people on this.

60.5% of the respondents have shown interest in continuing the coverages by

exercising the option. The rest were not sure about the modus operandi o f  such system

and had doubts o f  getting benefits, even after explaining the rnles. But by proper

marketing plans with illustrations, it is possible to make the em ployees to exercise 

conversion options.

Under Existing Policyholder segmem, 67.1% o f the respondents got health

insurance coverages through agents that show the power o f  the channel. Majority o f

the respondents have taken policies for the purpose o f  covering medical expenses only

which is the prime purpose unlike life insurance wherein income tax exemptions plays

vital role. It is also to be noted that Health Insurance Tax exemptions are not attractive

enough due to the reasons that health insurance products do not give investment 

returns.
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Majority o f the respondents were not aware of the poliey condition (60.3%) • no

coverage for pre-existing disease'. This norntally leads to lapsation o f policies. While

purchasing health insurance, majority o f people first consider premiun, as the

deciding factor while purchasing health insurance policy. Thts infers that despite the

awareness o f various dreaded diseases in .he country, people who know the value of

health insurance are not aware of proper health risk management. Further, the.r risk

management plans are limited by premium amount. Though affordability plays vital

role, proper product designs with affordable premium rates can help the insurance 

companies to make inroads quickly.

Majority o f the respondents had taken health insurance coverages from Public

sector Insurance companies (80.8%) and 19.2-/„ had taken policies from private

msurance companies, which show that private players have started making inroads in

this segment. Though a policyholder can take policies from more than one company,

no policyholder has taken policies from both private and publ.c companies (unlike in 

life insurance).

The majority o f  the respondents had taken policies with sum assured of 1 lakh

or below that. Given the scenario o f increasing treatment costs and increased private

spending, the policyholders should be motivated to buy health insurance coverage of

higher amounts. Marketing strategies should be framed in such a way that to educate

the public on the conditions of pre-existing disease exclusions, increasing treatment 

costs etc. to up sell in this segment

30.1% o f the respondents didn’t bother to make claims; the researcher has found 

that the reasons are due to the perception o f the policyholders that claiming for the 

expenses is cumbersome procedure, avoiding small claims etc. such feelings didn’t
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exis, .„uoh in Group HeaUI. Se,„,e„. . s  .he H™ a„ R eso„.es Depa„™e,„

often c o .e  help ,he e„,p,„,ees and em ployees a.-e .ea.ed wUI, n » .  c a .  , ,  

insurance companies and TPA as ,he clain.an, forms par, o f  corpora,e accoun,.

Based on the expec,a,ions. response for some new schemes were sought and

analysis o f  introducing new products like Long Term policies in Health Insurance in

.he lines o f the features o f life insurance. Single te™ products in the lines o f Bank's

fixed deposit products is l.ked by some of the respondents. But the favor,rablc

response varies across segments, which infers that only varied insurance produCs can

n.ee. Ure expectation o f the people across segments. This will al,,o help in up selling

and cross selling of health insurance through other cha,mels also like Bancassurance, 

Life Insurance Companies as corporate agents etc.

Simtlarly ,nnovat,ve methods started by large corporate hospitals ,o offer 

.nsurance to i,s patients by tying up with insurance compan.es had a mixed response 

from people across segmen.s and places. Also .he idea o f promo,ing Group Healrh 

Insurance schemes .hrough Residen.ial Assoeia.ions in .he ligh, o f expone„.,al 

gro«h  of Housing SeCor received mixed response across segments and places, but 

favorable response by some o f the .espondents denotes ,he po,ential for such 

schemes. Proper marketing and actuarial programs can help in meeting the 

expectations o f people across segments and places towards such schemes.

The reach o f advertisements also var,ed across segments bu, it is same across 

places. Same across places is due to the fact o f reach of mass media. Bu. diflerence in 

<he level o f  awareness across seg,nen.s is due .o lack o f proper awareness programs. 

Though this is a conflicing resul. (varying be.ween .he segmen. wise resul. and place



wise result), the same can be aWbuted to the p..„p„r,i„„ o f people falling under each 

dimension (places and segment) and reach o f mass media.

Analysis o f  factors like Acceptance to TPA concept, claints decision analysis 

across the users o f health insurance viz. Group Health Insurance and Existing 

Policyholder segment revealed that, there lies difference in response for the factors 

taken for analysis. In general. Group Health Insurance Segment showed favourable 

response to TPA concept, experience better favourable claims decision due to the tact 

.hat they are leveraged and backed up by the respective employers. This shows that 

Existing policyholders lack better negotiating power during claims. Hence the concept 

of initiating Health Insurance Policyholders Council should be looked at.

But the claims pattern remains same across Group and Existing Policyholder 

segment, Thrs is in sync with the taet that both the segments contribute equally 

towards claints ratio. This also provides an ,dea that there is need to map the claims

pattern and risk premium rates for these segments.

In Shott, from the factors and expectations rnfluencing healtl, insurance chapter,

two main object.ves o f the research were attained, „ was found that lack o f

infonnation is one o f the key factor for slow growth o f health insurance in India, The

key expectation is the affordability o f the people to pay premiums. Th.s in turn

requires lot o f reworking o f strategies by Insurance companies and other stakeholders

like launch o f variety o f plans with varied premium rates, adopting RBC model (Risk

Based Capital) to devise new plans, promoting new strategies for promotional

activities, promoting new type of distribution channels, formation o f a,ssocia.ion and

councils for voluntary pohcyholders for hearing grievances o f policyholders and 

enable with better negotiating power etc.
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The Sixth Chapter focused on suggesting New Models for health insurance in

India. The new ntodels are presented under the classincation o f New Approach

Models, New Product Models, New Process Models. New Channel Models, and New 

Promotion Models.

New Approach Models was classified into New Approach Mode, for

Infrastructure, New Approach Model for Capital requirements, and New Approach

Model for segntentation. New Approach Model for Infrastructure detailed about

approach for building up health care infra.truc.ure through VC-Healti, Care Model as

growth o f health insurance is dependant upon the presence of good infrastructure.

VC-Health Care Model suggests the involve,,,ent o f Venmre Capitalists which , .a y

be even Banks play.ng vital role in pronto,ing health care as special drive. New

Approach Model for capital require,nents sugges,ed that for India. RBC (Risk Based

Capital) models can suit well. New Approach Model for segmentation suggests that

Insurance companies should segment the people on the basis o f their involvement in

health insurance viz. No Policyholder segment. Existing PoHcyHolder segment and

Group Health Insurance Policy segment. This is because o f the awareness level vanes

and each segment has got enough strengths for selling, cross-selhng and up-selling 

opportunities.

New Product Models is suggested based on the basis o f Demographic features -

Special reference model for informal sector. On the basis o f Morbidity features. On 

the basis o f blending Portfolio features.

Model based on demographic feature ,s suggested on the basis o f the analysis of 

primary data, it is infe„ed that the demographic characteristics and expectations v a r v  

across the segments. Cluster analysis points out different cluster o f  detnograph.c
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variables like cluster one having age, work experience, marital status and dependant

children, second cluster segment, occupation and annual medical expenses, sex and

adult dependants form the third cluster, Family Monthly Income and Income Tax

Assessment Status forms fourth cluster, Place itself forms a cluster. The discriminant

analysis estimation equation infers that very minute differential factors influencing the

respondent to fall in either policyholder or no policyholder category. This gives idea

of floating different plans across sub-segments. For example, new plans can be tried

out in a sub-segment that exhibit signiflcant variance of occupation and annual 

medical expenses and so on.

This suggestion is in sync with the existing life insurance practices in the 

country. For example. Life Insurers float separate plans for ‘key man' in the business, 

females, children, old aged etc. Similar practice should be implemented in health 

insurance industry also. This approach can be a starting point with the assumption that 

moibidity factors will vary across the demographic sub-segments. This will 

eventually lead to construction of proper data warehouse with enough morbidity 

statistics. A special reference model for informal sector in India based on the 

Grouping and Reinsurance concepts are suggested.

Model based on morbidity features is suggested wherein this model proposes

base plan (bH) for primary ailments, secondary plan (sH) for secondary ailments and

tertiary plan (tH) for tertiary ailments. Apart from the base plan (bH), lot of

endorsements may be offered to the policyholders in the form of riders to choose

from. The endorsements may be classified based on the secondary and tertiary 

medical care treatment offers.
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Model based „„ Portfolio blending features the idea o ffloa .in g  blended products

were asked to the respondents especially about the concept o f  ‘Long Tern, Policies' in

the similar lines o f  life insurance plan features and Single Premium policies in the

similar lines o f bank's fixed deposit features. It should be noted that prior to

liberalisation, similar plans were floated but it ended up in failure. But this time, this

type o f  question is included in the questionnaire to cheek the response o f  people

across different segments. From the analysis it is found that the response level varies

across the different segments. This also gives idea ,o float return based products

wherein extra premium can be invested in equity markets for returns. This will also

give more cushions to the insura.,ce cotnpanies with more buffer premiums and can 

also help in reducing claims ratio.

N ew  Process models focused on N ew  Control Process M odels and N ew  

Technology Process M odels

N ew  Control process model focused on Administrative Control Processes and 

Actuarial Control Processes. Administrative Control model stressed focus on two key 

areas in health insurance process flow viz. underwriting and clah„s settlement. 

Actuarial Control Process Model stresses the need to implement Actuarial control 

cycle that focus on the difference between the actual and the expected.

N ew  Technology Process M odels focused on the usage o f  Data Warehousing 

technology and BPM (Business Process Management) process to overcome the 

workflow related problems and control issues.

N ew  Channel M odels suggested the promotion o f  Group Channels through 

Direct mode. This model also suggests better actuarial m odelling by merging the data 

o f  both Individual and Group Insurance business.
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New Promotion Models suggested that promotion only through media alone will 

not work m country like India. This model suggested Promotion through Media, 

Promotion through Training, Promotion through Stakeholders, and Promotion through 

Regulations. The crux of this model is that not to depend only upon media but also 

upon other stakeholders and proper training programs.

But actually, from the models suggested viz. New Approach Models, New

Product Models, New Process Models. New Channel Models, New Promotion

Models, No single model can work effectively without steps taken to implement a few 

of other models.

Finally, the researcher suggests the following factors to be taken into 

consideration on the basis of findings. As Health Insurance depends upon various 

stakeholders, suggestions are provided with respect to each stakeholder.

Though Government is taking measures to improve health status of the country

by devising National Health Plan etc., the allocation towards Health care in the budget

IS very low. Steps should be taken to devise a separate channel for increasing health

care allocation by way of imposing cess etc. Through collection of cess, government

should plan for building more infrastructure, as infrastructure as more the

infrastructure, more people will start availing health services, which can lead to

decrease the cost of health care, when cost of health care becomes less, the premium

becomes less which can lead to more attractive opportunity for growth of health 

insurance

Steps needs to be taken to avoid conflicts between center and states in health 

care issues as health falls under concurrent list as per constitution of India. Especially



IRDA should be given free hand ,o deeide on heahh matters relevan, insurance^ If i, 

is no. possible, a join, eomnrittee involving IRDA, Medical Conncil etc should be 

co„s.i.u.ed whieh win have a say in ,he matters related ,o heahb eare relaled
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insurance.

O overn^en. should draw lessons from various eouniries in creattng publie 

policy for heahh care. The objecttve should be providing minimunr heahh insurance 

for all .he people. For .his, i, is suggested ,o crea.e separa.e insurance company for 

heahh insurance which w.ll cover minimum heahh insurance needs of the people.

Qovemmen, should organise more in.eraetion belween public and private health 

care providers. The option o f synergetic co-operatton between public and private 

health care institutions in terms of infrastructure, usage o f  doctors, technology etc. 

needs to be seriously considered. Such initiative has the potential o f  increasing the 

maximum utilisation o f available resources thus reducing the cost o f heahh insurance.

The move by IRDA to create national data warehouse is a comn.endable work. 

But it should get consultations from many stakeholders in creating efficient data 

warehouse. The work in progress reports o f existing working group for health 

insurance should be published at frequem intervals to invite suggestions from public. 

The move by IRDA to introduce TPA is also a welcoming issue. But critics exists that 

these days, TPA do not engage much in cashless hospitalisation, thus defeating the 

whole purpose o f introduction o f TPA. This may be due to operational issues in delay 

in settlement o f payments between TPA and hospitals. IRDA should take aggressive 

steps to minimise the conflict and it should ensure that maximum number o f  people 

should get only claims through cashless hospitalisation. Such activities will enhance 

the confidence o f the people to take health insurance polices especally u, rural areas.
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come
confidence among people should be buil, up such (hat people should feel free to

.0 urban <0 ge, ,rea,n,en, with a hope o f hassle free Cauns^ IRDA should also think

about allowing TPA for minimal marketing activ.ties as promotional issue for health

insurance. The though, o f converting TPA to HMO models also needs to be discussed 

in the respective forums for more actions.

IRDA should revisit the areas o f health insurance capital requirements

investment norms for health insurance. It should create conducive atmosphere for

health reinsurance issues. ,t is disheartening to note that some State Governments

■ike do not have health insurance schemes for its employees. Hence only Central

Government Employees who are covered by Group Health Insurance were

mterviewed. At this point, this research suggests the insurance companies and IRDA

.o strongly persuade the state governments for initiating health insurance group

schemes for its employees. I, is also a potential segment to explore for aggressive 

growth o f health insurance.

IRDA should also plan aggressively to launch special plans with micro­

insurance focus, many satellite health insurance units should be created in remote 

areas with the assistance o f NGOs. This will create a sense o f importance among the 

mformal sector people in remote areas and micro insurance policyholders.

Hospitals fees needs to be standardised. Laws should be enacted ,o impose 

strict conditions to use information technology for processing of health data in 

hospitals (both pubic and private). Hospitals should use ICD codes. Steps should be 

taken for gradation o f hospitals. Fees should be tlxed based on gradation. Steps 

should be taken to make all hospitals get registered. Doctors and other hospital 

personnel should be trained to do good documentation.
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There are greater chances for generating revenue for heahh insurance through 

heahh tourism. Government, hospitals and insurance companies should worit together 

in devising new Health Insurance and Tourism plans (HIT plans) and try to market in 

abroad so that more premium is generated under this which can help to cross- 

subsidize premium rates for domestic health insurance plans. This research also 

suggest to look not only external health tourism but also internal health tourism 

wherein people from some states can be attracted to visit historic cities in India and 

also get treatmem. This also can help in cross-subsidizing the premium rates.

In case o f pharmaceutical industry methods should be devised to get generic 

drugs at low cost. Proper alert mechanism should be created to check the cost o f drugs 

that can affect the heahh insurance premium rates.

In insurance companies proper designing o f products should be there and 

premium should be actuarially calculated premium based on morbidity statistics. 

Variety o f  plans on regional basis, segmem basis should be floated. Many new 

segments needs to be identified like among Group Insurance Segment, sub-segments 

like White collar workers. Blue Collar workers can be identified. Similarly products 

witli investment returns like unit linked products should be launched for health 

insurance. Opportunities for cross-selling health insurance products along with credit 

card sales, home loans needs to be considered.

This research suggests a new school of thought to view the population into 

segments as the expectations are certainly varying among various segments. This is in 

contrary to the existing approach by insurance companies. This research has identified 

one importance segmentation viz. Existing policyholder segment, Group Insurance



Segment and 'No Policyholder' S eg .e„ ., This research s .g .e s i ,o look for more up­

selling opportunities among existing health insurance policyholder segment and 

Group Health insurance segment, 1, also suggest ,o sub-classify the segments and 

especially ‘No Policyholder’ segment into various clusters to analyze the 

characteristics of clusters and float products according to that.

Many o f health insurance policies do not have any hmits in claim amount with 

respect to hospitalisation charges, treatment charges etc. hence it happens that for 

even loose motion and slight fever, people tend to get admitted m hospital and claim 

.0 the tune o f Rs.,5000. which is totally unjustifiable. Insurance companies should 

immediately start imposing limits on claims under various heads. Also the option o f 

introducing co-insurance concepts aggressively should be considered.

Insurance companies should often visit the health care centers and hospitals to

inspect the services and quality o f it. 1, has been observed by the researcher during

one of the expen interviews, that some ayurvedic massage centers have registered

themselves as hospitals and the policyholders were wooed to have oil massage and

sauna bath but given bills as if  they have received some treatment. 1, is sad to notice

that msurance mechanism is becoming pleasure mechanism without proper controls. 

Such activities should be immediately curbed.

I. also happens that private hospitals are provided lot o f concessions by 

govermnent whh a view that those private hospitals will serve poorer patients at free 

o f cost. This is done because government is not in a position to star, hospitals at ntany 

areas. Hence if somebody plans to start hospitals in semi-urban and rural areas and 

select areas o f cities. Government provides concession with a condition to private 

hospitals to serve poor people. But it is sad to not.ce that m any of the pnvate hospitals
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provide treatment at free ot cost of relatives of employees and other known friends 

but show m records that they have provided free treatment to poor. Thus, the purpose 

of concession by government is defeated. Such instances should be avoided in future 

by creating a proper control and monitoring mechanism.

The legal redressal mechanism in India with respect to health insurance and

health care should be given more publicity and separate assistance cell needs to be

created. This can boost the confidence o f the people and also help in counterchecking 

the frauds in the industry.

India should aggressively plan for imposing acts similar to HIPAA in USA, 

though activity under the name of ‘Health Unite Framework’ has already started with 

the collaboration o f Apollo Group, more publicity needs to be given with respect to 

the functions of this working group, this can help in inviting more suggestions from 

people from various walks of life thus helping to make it feasible. This research 

suggest that, government should first creating a health data base with minimal fields 

and should give a identification number. As and when a person comes for treatment to 

either public or private hospital, his record should be updated with the required fields. 

As collecting all the information about a person will take long time, it is better to start 

with minimal information and then updating it. This information should be portable, 

this can be worked out in the similar lines of how election commission issued voter 

identity card in India.

Suggestions are provided earlier in this chapter, regarding the idea for new 

products. Insurance companies should form common data base which can be shared 

with all insurance companies to check the credibility and insurability of persons 

applying for health insurance. Insurance companies should also plan their promotional
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strategies varying aeross plaees and segments meetmg ,he expectations o f  the people 

falling under particular segment and place. Training .0 agents should be enhanced and 

it should also be treated as promotion oriented activity.

Life Insurance companies should advise the policyholders purchasing critical 

inness riders ,0 purchase health insurance coverages also. They should clearly

indicate the need for taking separate health insurance policy. Such cross-selling 

network should be enabled.

IRDA and Insurance companies should .ry ,0 introduce various types o f  new 

distribution channels so that almost all the people o f the country have .naxinrun,

P obability o f meetrng at least a distribution channel member. This research has 

suggested various new types o f distribution channels.

M ia  needs to maintain two indices, one on Overall Medical consumer index

and the other on Health Insurance Consumer Index (wh.ch can also be a. the level of

each company). This paper suggests having base year as 2000 (a year after

liberalisation) for Health Insurance Consumer index. The base o f premium can be the

risk premtum rates o f 2000. This should be mapped with the componems o f health

care sector which form part o f premium rates viz. Doctor Fees, Cost o f  Medicines etc.

This Index should be compared with Overall Medical Consumer index to find the

difference o f how much the consumption varies. Detailed analysis is beyond the scope 

o f this research.

More importantly the increase or decrease o f index should be publicised often to 

the public thereby indicating the increase o f treatment cost in the country. Analysis of 

how such treatment cost can affect their lifetime earnings should be published often.
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In the interest of keeping the index at favourable level, it can create a set o f whistle 

blowers in the system against malpractices

Usage of technology can be focused on the following areas o f health insurance, 

which can help to fix limits, reduce administrative expenses. The following 

dimensions are visualised in this research

Enhanced Networking: Enabling proper network connectivity between the

stakeholders, especially between Hospitals, TPA’s and Insurance Companies for 

quicker processing of cashless claims.

Implementation of core systems: Hospitals should be upgraded with Hospital

Management Systems and all the treatments and documentation should have ICD 

codes.

Insurance companies should implement core systems with rules engine for 

underwriting and claims.

Common Portals; Common Database depicting the negative list of customers 

should be initiated in the first phase. Such negative list should also have data from 

Employers (referring their blacklisted candidates). Financial institutions like Housing 

Fmance companies, Banks etc. Later this can be expanded in terms o f credibility and 

insurability. Search Access should be enabled for all the insurance and TPAs to search 

for any customer who is already negative listed.

Data Warehousing and Data Mining techniques: Health Insurance involves

complex underwriting rules and based on the claims pattern, the rules has to be 

changed often and also implemented immediately. Data warehousing and Data 

Mining techniques can help the insurance companies to reveal the hidden secret in the
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data related to need tor change in underwriting rules and claims procedures. BPM

(Business Process Management) components in the software application can help to

implement any relevant changes immediately. Such solutions are being developed

these days keeping claims leakage management in mind. Such Data Mining

operations can also help the insurance companies to identify the involvement o f Moral 

Hazard.

Important and Crucial suggestions are provided,, many suggestions in detail are 

provided throughout this research report. Several minor suggestions are not listed in 

here, due to limitation in pages and time.

In summary, Health insurance in India is still at cross roads and passing through 

several turns these days though it has started witnessing slow growth atleast. This 

explorative research has tried its level best to study various problems of the industry 

and has tried to solve the problem. Several models and suggestions are provided 

throughout this research report. Though no single suggestion or model can work in 

alone, a combination o f few suggestions or models has the potential for great 

turnaround even that may be a small beginning of a giant process. But it has the 

capability o f prevent several thousands o f people fall below the Poverty line, in 

bringing smiles among the healthy faces of 100 millions, and of course, the Indian 

Economy. If some positive change happens somewhere in India based on this research 

report that will mark the success of this research.
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APPENDICES



“An Explorative Study on Health Insurance Industry in India"
(Data collected is meant only for Research purpose and will not be revealed to others)

Existing policy holders

Personal Details:

1. Name

2. Address(Name of the piece will be enough)

3. Sex

4. Marital Status

5. Age

6. Occupation

7. Work experience

8. Monthly Income

Male I Female 

Married I Unmarried

Employed I Self employed I Retired I Housewife 

_________ Years

: Below Rs.3000/Rs,3001-5000/ Rs,5001- 

Rs.10000/Rs, 10001 and above 

: _____Adults.______ Children9. Number of Dependants in your family

10. Are you an Income Tax Assessee : Yes / No

11. Your approximate annual medical expenses (including for your dependants)

Less than Rs.6000 / Between Rs.6001-Rs.120001 Between Rs.12001-Rs.240001 Rs,24001 and above

12. Your Existing Life Insurance Particulars

a. How many Insurance Policies do you/your family have? :

b. How much premium you/your family pay? Rs._______________

c. Have you purchased Critical Illness coverage as a rider so far: Yes/No

d. Insurance Company: Public Sector companies I Private Sector companies / Both 

Health Insurance Policy Details

13a. How did you come to know about this health insurance policy. (Please tick wherever applicable)

Agent I Advertisement I Friends/ Others, if any please, specify:_________________

13b. Reason for taking health insurance policy. (Please tick wherever applicable)

Tax Benefit I To cover medical expenses I Savings / Others, if any, please specify__________

13c. While taking health insurance policy, were you aware about its limitations, i.e., coverage about pre-existing diseases? Yes/ No 

13d. What did you decide first while taking health insurance policy: Premium I Sum assured

14. Health Insurance Policy Details
>  Insurance Company: Public Sector companies I Private Sector companies / Both

>  Sum Insured
>  Premium paid

>  Year taken

15. Have you made any claims: Yes I No 

If yes Please provide the details as below.

Claim year Claim amount Claim Status

Accepted/ Partly Accepted/Rejected/ 

Pending

1of2



16. Are there instances wherein you have incurred medical expenses, but not claimed for the same? Yes I No
If yes, Reasons for the same____________

17. Are you aware that some Big Hospitals offer health insurance schemes? Yes/No.

18. Will you be interested to join the scheme if your Resident's association/ Recreation clubs comes out with some Group Health
Insurance Schemes?

Opinion about Long-Term and Single premium policies if introduced on a Test Basis

19. Will you be interested in a concept of long term policies where you can take health insurance for 5,10,20 years instead of current yearly 
renewable one year policy: Yes I No

20. Will you be interested in a concept of single premium policies where you will be paying a lump sum amount for some benefits of 
health insurance: Yes/No

Awareness about Health Insurers

21. Can you recall any advertisements related to health insurance? Yes/No.

If Yes, Advertising Medium:____________

TPA Related:

22a. Are you aware of TPA’s and Cashless hospitalization coverage? Yes/ No 

22b. Do you agree with the introduction of TPA’s? Yes/No

23. How do you rate the service of TPA?

a. In Terms of providing information whenever you are in need..

Excellent I V.Good / Good I Fair I Poor

b. In Terms of Claims Process

Excellent I V.Good I Good I Fair / Poor

24. Your suggestions to improve Health Insurance in India._______________________________

"An Explorative Study on Health Insurance Industry In India"
(Data collected is meant only for Research purpose and will not be revealed to others)

Existing policy holders________ ______________________________________
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Personal Details:
1.Name
2. Address

(Name of the place will be enough)

3. Sex : Male / Female
4. Marital Status : Married I Unmarried
5. Age

6. Occupation

7. Experience
8. Monthly Income

“An Explorative Study on Health Insurance Industry in India”
(Data collected is for research purposes and will not be revealed to others)

No policy holders_________________________________________________________________

Employed/Self-Employed/Retired/Housewife 
_________Years

Below Rs.3000/Rs. 3001-5000/Rs.5001- 
Rs.10000/Rs.10000 and above

9. Number of Dependants in your family : _____Adults,_______Children

10. Are you an Income Tax Assessee : Yes I No

11. Your approximate Annual medical expenses (including for your dependants)

Less than Rs.6000 /Rs.6001-Rs.12000 /12001-24000 / 24000 & above
12. Your Existing Life Insurance Particulars

a. How many Insurance Policies do you/your family have? :

b. How much premium you/your family pay ? Rs.______________

c. Have you purchased Critical Illness coverage as a rider so far: Yes/No
d. How much premium you/your family pay ? Rs.______________

e. Insurance Company: Public Sector companies / Private Sector companies I Both

13. Is there any particular reason for not having Health Insurance Policies
>  Lack of information

>  No return

>  Nobody has approached for this

>  Thought that it is not necessary for me at present

>  Others if any, please specify:_____________________
14.a. In case of medical emergencies, how do you plan for money/What did you do in the past?

>  From Savings
>  Borrowed money
>  Others if any, please specify:_____________

14.b. At that point of time, didn’t you think about health insurance? Yes/No

15.a. If you now decide to take health insurance policy, how much premium would you like to pay per annum:
Rs._________

15.b. Coverage amount you would like to take. Rs.____
15 .C . Any specific reasons for fixing the above amount, please specify.
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16. If you are willing to take insurance policy, which mode will you prefer most to buy policies? (V)
Big Hospitals I Agents I Banks I Directly from the company I Others, if any, please specify:_____

17, Are you aware that some Big Hospitals offer health insurance schemes? Yes/No.
18, Will you be interested to join the scheme if your Resident's association/ Recreation clubs comes out with some

Group Health Insurance Schemes?

Opinion about Long-Term and Single premium policies if introduced on a Test Basis

19, Will you be interested in a concept of long term policies where you can take health insurance for 5,10,20 years instead 

of current yearly renewable one year policy : Yes I No
20. Will you be interested in a concept of single premium policies where you will be paying a lump sum amount for

some benefits of health insurance : Yes/No 
Awareness about Health Insurers

21. Can you recall any advertisements related to health insurance? Yes/No.
If Yes, Advertising Medium:____________

TPA Related:

22a. Are you aware of TPA's and Cashless hospitalization coverage? Yes/ No 
22b. Do you agree with the introduction of TPA’s? Yes/No 
23. Your suggestions to improve Health Insurance in India.

“An Explorative Study on Health Insurance Industry in India”
(Data collected is for research purposes and will not be revealed to others)

No policy holders _________________________________________________________________
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“An Explorative Study on Health Insurance Industry in India ”
(D ata  collected is m eant only for Research purpose and will not be revealed to others) 

Group Insurance related Questionnaire

Group Insurance Related:

16. Have you made any claims, If yes Please provide the details as below.

17. H

Claim year Claim amount Claimant Claim Status

Self / Spouse /children/ Parents Accepted/ Partly Accepted/Rejected/ 
Pending

Poor I Fair / Good I  Very Good / Excellent

18.a. If you retire/resign from your current job, whether you will continue the policy individually: Yes/No.
18.b. If Yes, Are you aware of the rules? Yes/No

19. Are you aware that some Big Private Hospitals offer health insurance schemes? Yes/No.

20. Will you be interested to join the scheme if your Resident’s association/ Recreation clubs comes out with some Group Health Insurance
Schemes? Yes/No

Opinion about Long-Term and Single premium policies if introduced on a Test Basis

21.Will you be interested in a concept of long term policies where you can take health insurance for 5,10,20 years instead of current yearly
renewable one year policy: Yes I No

22. Will you be interested in a concept of single premium policies where you will be paying a lump sum amount for some benefits of health 
insurance: Yes/No

Awareness about Health Insurers

23. Can you recall any advertisements related to health insurance? Yes/No.
If Yes, Advertising Medium:____________

TPA Related:

24a. Are you aware of TPA’s and Cashless hospitalization coverage? Yes/ No 

24b. Do you agree with the introduction of TPA’s? Yes/No

25. How do you rate the service of TPA?

a. In Terms of providing information whenever you are In need..

Excellent I V.Good I Good I Fair I Poor

b. In Terms of Claims Process 

Excellent I V.Good I Good I Fair / Poor
26, Your suggestions to improve Health Insurance in India.________________________________
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