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I. Introduction 
The Insurance sector in India governed by Insurance Act, 1938, 
the Life Insurance Corporation Act, 1956 and General Insurance 
Business (Nationalisation) Act, 1972, Insurance Regulatory and 
Development Authority (IRDA) Act, 1999 and other related Acts. 
With such a large population and the untapped market area of 
this population Insurance happens to be a very big opportunity in 
India. Today it stands as a business growing at the rate of 15-20 
per cent annually. Together with banking services, it adds about 
7 per cent to the country’s GDP .In spite of all this growth the 
statistics of the penetration of the insurance in the country is very 
poor. Nearly 80% of Indian populations are without Life insurance 
cover and the Health insurance. This is an indicator that growth 
potential for the insurance sector is immense in India. It was due 
to this immense growth that the regulations were introduced in 
the insurance sector and in continuation “Malhotra Committee” 
was constituted by the government in 1993 to examine the various 
aspects of the industry. The key element of the reform process was 
Participation of overseas insurance companies with 26% capital. 
Creating a more efficient and competitive financial system suitable 
for the requirements of the economy was the main idea behind 
this reform.
Since then the insurance industry has gone through many sea 
changes .The competition LIC started facing from these companies 
were threatening to the existence of LIC .since the liberalization 
of the industry the insurance industry has never looked back and 
today stand as the one of the most competitive and exploring 
industry in India. The entry of the private players and the increased 
use of the new distribution are in the limelight today. The use of 
new distribution techniques and the IT tools has increased the 
scope of the industry in the longer run.

II. What is Insurance?
Insurance may be described as a social device to reduce or eliminate 
risk of life and property. Under the plan of insurance, a large 
number of people associate themselves by sharing risk, attached 
to individual. The risk, which can be insured against include fire, 
the peril of sea, death, incident, & burglary. Any risk contingent 
upon these may be insured against at a premium commensurate 
with the risk involved. Insurance is actually a contract between 2 
parties whereby one party called insurer undertakes in exchange 
for a fixed sum called premium to pay the other party happening 
of a certain event. With the help of insurance, large numbers of 
people exposed to a similar risk make contributions to a common 
fund out of which the losses suffered by the unfortunate few, due 
to accidental events, are made good. 
Insurance can be defined as the process of reimbursing or protecting 
a person from contingent risk of losses through financial means. 
It may sound that the financial reimbursement by the insurance 
giving company comes free of cost. But in real life, insurance is not 
a free commodity. The Insurance companies do charge a regular 
payment from the insurance customers (known as Insurance 
Premium) which are reimbursed, either in part or entirety, to the 
customers in cases of actual loss (for which the insurance has 
been bought).

A. According to Dictionary Meaning:
Insurance means “Contract between two parties under which an 
insured agrees to pay certain sum (premiums) periodically for a 
guarantee that he will be compensated under stipulated conditions 
for any specified loss  by fire, accident, death etc. by insurer”.
Meaning of Insurance can range from life to medical to general 
(residential, commercial property, natural incidents, burglary, 
etc). 

1. Life Insurance
It insures the life of the person buying the Life Insurance Certificate. 
Once a Life Insurance is sold by a company then the company 
remains legally entitled to make payment to the beneficiary after 
the death of the policy holder.

2. Medical Insurance
This is also known as mediclaim. Here, the policy holder is 
entitled to receive the amount spent for his health purposes from 
the insurance company.

3. General Insurance
This insurance type involves insuring the risks associated with 
the general life such as automobiles, business related, natural 
incidents, commercial and residential properties, etc.

III. Why Do We Need Insurance?
Many of us have never had to make a claim on our insurance. 
Therefore when we continue to write the check month after month, 
we feel as if we are pouring money right down the drain. Even 
though you’ve never had to make a claim on your insurance, there 
is a good reason that it’s there. Naturally insurance is there to 
protect yourself and your investment, but let’s face it; many of us 
wouldn’t bother with insurance if it wasn’t required by law or the 
bank. Not only does insurance protect you and those around you, 
it is an unsung hero of America’s economic success. Think about 
it for a second, who else has a stake in protecting your property; 
if you lease your car or mortgage your house, then the bank does. 
They want to make sure that their investment is protected. Banks 
wouldn’t want to lend out money unless they knew that there was a 
really good chance that they’ll get their money back. Consequently, 
insurance provides protection for the consumer lending process 
which is the backbone of the American economy. You might say 
that insurance greases the wheels enterprise. Different persons 
differs the insurance into different parts but insurance mainly is 
divided into two parts

IV. History and evolution
The concept of health insurance was proposed in 1694 by Hugh 
the Elder Chamberlen from the Peter Chamberlen family. In the 
late 19th century, “accident insurance” began to be available, 
which operated much like modern disability insurance.This 
payment model continued until the start of the 20th century in 
some jurisdictions (like California), where all laws regulating 
health insurance actually referred to disability insurance. Accident 
insurance was first offered in the United States by the Franklin 
Health Assurance Company of Massachusetts. This firm, founded 
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in 1850, offered insurance against injuries arising from railroad and 
steamboat accidents. Sixty organizations were offering accident 
insurance in the US by 1866, but the industry consolidated rapidly 
soon thereafter. While there were earlier experiments, the origins 
of sickness coverage in the US effectively date from 1890. The first 
employer-sponsored group disability policy was issued in 1911.

Fig. 1:

Before the development of medical expense insurance, patients 
were expected to pay all other health care costs out of their own 
pockets, under what is known as the fee-for-service business 
model. During the middle to late 20th century, traditional disability 
insurance evolved into modern health insurance programs. Today, 
most comprehensive private health insurance programs cover the 
cost of routine, preventive, and emergency health care procedures, 
and also most prescription drugs, but this was not always the 
case.
Hospital and medical expense policies were introduced during 
the first half of the 20th century. During the 1920s, individual 
hospitals began offering services to individuals on a pre-paid basis, 
eventually leading to the development of Blue Cross organizations.  
The predecessors of today’s Health Maintenance Organizations 
(HMOs) originated beginning in 1929, through the 1930s and on 
during World War II. 

V. Health Insurance
Insurance against loss by illness or bodily injury. Health insurance 
provides coverage for medicine, visits to the doctor or emergency 
room, hospital stays and other medical expenses. Policies differ 
in what they cover, the size of the deductible and/or co-payment, 

limits of coverage and the options for treatment available to the 
policyholder. The term health insurance is generally used to describe 
a form of insurance that pays for medical expenses. It is sometimes 
used more broadly to include insurance covering disability or 
long-term nursing or custodial care needs. It may be provided 
through a government-sponsored social insurance program, or 
from private insurance companies. It may be purchased on a group 
basis (e.g., by a firm to cover its employees) or purchased by 
individual consumers.
In each case, the covered groups or individuals pay premiums 
or taxes to help protect themselves from high or unexpected 
healthcare expenses. Similar benefits paying for medical expenses 
may also be provided through social welfare programs funded 
by the government. Health insurance will protect you and your 
dependants against any financial constraints arising on account of 
a medical emergency. Basically, the client pays a sum of money 
called the Premium and in turn the Insurance firm would commit 
to pay a predetermined sum of money to meet the customer’s 
claims. 
The term health Insurance is broadly defined, as an agreement in 
which both parties agree to the sharing of risk. Basically, the client 
pays a sum of money called the Premium and in turn the Insurance 
firm would commit to pay a predetermined sum of money to meet 
the customer’s claims. Health insurance will protect you and your 
dependants against any financial constraints arising on account 
of a medical emergency. Health insurance works by estimating 
the overall risk of healthcare expenses and developing a routine 
finance structure (such as a monthly premium or annual tax) that 
will ensure that money is available to pay for the healthcare benefits 
specified in the insurance agreement. The benefit is administered 
by a central organization, most often either a government agency 
or a private or not-for-profit entity operating a health plan.

VI. Reasons for Having Health Insurance
Health insurance helps to ensure that you and your family • 
are protected against the financial hardships that may result 
from health care expenses. 
Without health insurance, you may not be able to afford • 
medical care when you need it
People with health insurance are more likely to go to the • 
hospital before their condition worsens and becomes more 
expensive to treat. 
People with diabetes who do not have health insurance have • 
a higher mortality rate than people who have diabetes and 
health insurance. 
If large medical bills are not paid, the hospital can put a lien • 
against your property. 
You may have to seek are at county run hospitals. County • 
run hospitals are often overcrowded and it may take hours, 
if not days to be seen.

Some colleges, universities, and international programs require 
proof of health insurance to be enrolled. 
You may receive a high life insurance premium.
Health insurance somewhat protect you from financially against 
sickness. Let’s say you do not have health insurance and you 
become sick and have to pay a tremendous hospital bill. After 
spending all that money, you might get sick again and this time 
won’t have the money to cover the cost of the treatment. In a 
scenario like this you might be sued or a lien placed on your 
property in an attempt to recover the costs of the medical bills. 
Another benefit of having health insurance is the fact that you are 
more likely to go and visit a health facility to get preventative 
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care or treat your ailment. Some people who do not have health 
insurance wait until the problem reaches a level when they are 
very sick or when their condition becomes too expensive to be 
treated. 

VII. Health Insurance Types
Health insurance can be broken down into two broad 
categories: 
Traditional and Managed care. Within those categories, there are 
four basic types of plans: 
Traditional indemnity plans, which are now often called fee-for-
service plans; 

PPO, or Preferred Provider Organizations; • 
POS, or Point-Of-Service plans; • 
and HMOs, or Health Maintenance Organizations. • 
No one type of health care plan is better than the other. It really • 
depends on your needs and preferences. Some people enjoy 
the autonomy offered by fee-for-service plans, while others 
prefer the low costs associated with closed-panel HMOs. 
Also, as health insurers compete for business, distinctions 
among the types of plans may blur.

VIII. Traditional Health Insurance
Up until about 30 years ago, most people had traditional 
indemnity coverage. These days, it’s often known as “fee-for-
service.” Indemnity plans are a bit like auto insurance: you pay 
a certain amount of your medical expenses up front in the form 
of a deductible and afterward the insurance company pays the 
majority of the bill. Advances in modern medicine increased the 
cost of providing health care and made it possible for people to 
live longer. Those advances caused many insurance companies 
to look for ways to reduce their costs of doing business, giving 
managed care the boost it enjoys today.

IX. Fee-for-service
For years, indemnity or fee-for-service coverage was the norm. 
Under this type of health coverage, you have complete autonomy 
when it comes to choosing doctors, hospitals and other health 
care providers. You can refer yourself to any specialist without 
getting permission, and the insurance company doesn’t get to 
decide whether the visit was necessary. You don’t, however, have 
complete autonomy. Most fee-for-service medicine is managed to 
a certain extent. For instance, if you’re not already incapacitated, 
you may need to get clearance for a visit to the emergency room. 
Under fee-for-service plans, insurers will usually only pay for 
reasonable and customary” medical expenses, taking into account 
what other practitioners in the area charge for similar services. 
If your doctor happens to charge more than what the insurance 
company considers “reasonable and customary,” you’ll probably 
have to make up the difference yourself. 
Traditionally, preventive care services like annual check-ups and 
pelvic exams haven’t been covered under fee-for-service plans. 
But as the evidence mounts that preventive care can prevent more 
costly illnesses down the road, some insurers are including them. 
Fee-for-service plans often include a ceiling for out-of-pocket 
expenses, after which the insurance company will pay 100 percent 
of any costs. Needless to say, the ceiling is usually pretty high.  ]In 
a nutshell, fee-for-service coverage offers flexibility in exchange 
for higher out-of-pocket expenses, more paperwork and higher 
premiums. 

X. Managed Care
Managed care has been around in one form or another since 
the 1930s, but it really took off in the last 10 years. As it grew, 
it evolved, leaving us with three basic types of managed care 
plans. Today, the majority of people with private health insurance 
have some type of managed care. Although there are important 
differences among the different types of managed care plans, 
there are some similarities. All managed care plans involve an 
arrangement between the insurer and a selected network of health 
care providers, and they offer policyholders significant financial 
incentives to use the providers in that network. There are usually 
explicit standards for selecting providers and a formal procedure 
to assure quality care. 

XI. Definitions of Health Insurance Terms
The Federal Government’s Interdepartmental Committee on 
Employment-based Health Insurance Surveys approved the 
following set of definitions for use in health insurance . The BLS 
National Compensation Survey currently uses these definitions in 
its data collection procedures and publications. These definitions 
will be periodically reviewed and updated by the Committee.
ASO (Administrative Services Only) – An arrangement in which 
an employer hires a  third party to deliver administrative services to 
the employer such as claims processing and billing; the employer 
bears the risk for claims.
Coinsurance - A form of medical cost sharing in a health insurance 
plan that requires an insured person to pay a stated percentage of 
medical expenses after the deductible0 amount, if any, was paid. 
Once any deductible amount and coinsurance are paid, the insurer 
is responsible For the rest of the reimbursement for covered benefits 
up to allowed charges: the Individual could also be responsible 
for any charges in excess of what the insurer Determines to be 
“usual, customary and reasonable”.
Co-payment - A form of medical cost sharing in a health insurance 
plan that requires an Insured person to pay a fixed dollar amount 
when a medical service is received. The insurer is responsible for 
the rest of the reimbursement.
Deductible - A fixed dollar amount during the benefit period - 
usually a year - that an Insured person pays before the insurer 
starts to make payments for covered medical Services. Plans may 
have both per individual and family deductibles.
Flexible spending accounts or arrangements (FSA) - Accounts 
offered and Administered by employers that provide a way for 
employees to set aside, out of their paycheck, pretax dollars to 
pay for the employee’s share of insurance premiums or medical 
expenses not covered by the employer’s health plan. The employer 
may also make contributions to a FSA. Typically, benefits or cash 
must be used within the given benefit year or the employee loses 
the money. Flexible spending accounts can also be provided to 
cover childcare expenses, but those accounts must be established 
separately from medical FSAs.
Fully insured plan - A plan where the employer contracts with 
another organization to assume financial responsibility for the 
enrollees’ medical claims and for all incurred administrative 
costs.
Gatekeeper - Under some health insurance arrangements, 
a gatekeeper is responsible for the administration of the 
patient’s treatment; the gatekeeper coordinates and authorizes 
all medical services, laboratory studies, specialty referrals and 
hospitalizations.
Group purchasing arrangement – Any of a wide array of 
arrangements in which two or more small employers purchase 
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health insurance collectively, often through a common intermediary 
who acts on their collective behalf. Such arrangements may go 
by many different names, including cooperatives, alliances, or 
business groups on health. They differ from one another along a 
number of dimensions, including governance, functions and status 
under federal and State laws. Some are set up or chartered by States 
while others are entirely private enterprises. Some centralize more 
of the purchasing functions than others, including functions such 
as risk pooling, price negotiation, choice of health plans offered 
to employees, and various administrative tasks. 

XII. Health Care Plans and Systems
•   Indemnity plan - A type of medical plan that reimburses the 

patient and/or provider as expenses are incurred.
•   Conventional indemnity plan - An indemnity that allows 

the participant the choice of any provider without effect on 
reimbursement. These plans reimburse the patient and/or 
provider as expenses are incurred.

•   Preferred provider organization (PPO) plans - An indemnity 
plan where coverage is provided to participants through a 
network of selected health care providers (such as hospitals 
and physicians). The enrollees may go outside the network, 
but would incur larger costs in the form of higher deductibles, 
higher coinsurance rates, or no discounted charges from the 
providers.

•   Exclusive provider organization (EPO) plan - A more 
restrictive type of preferred provider organization plan under 
which employees must use providers from the specified 
network of physicians and hospitals to receive coverage; 
there is no coverage for care received from a non-network 
provider except in an emergency situation.

•   Health maintenance organization (HMO) - A health care 
system that assumes both the financial risks associated with 
providing comprehensive medical services (Insurance and 
service risk) and the responsibility for health care delivery 
in a Particular geographic area to HMO members, usually in 
return for a fixed, prepaid Fee. Financial risk may be shared 
with the providers participating in the HMO.

•   Group Model HMO - An HMO that contracts with a single 
multi-specialty Medical group to provide care to the HMO’s 
membership. The group practice May work exclusively with 
the HMO, or it may provide services to non-HMO Patients 
as well. The HMO pays the medical group a negotiated, per 
capita rate, Which the group distributes among its physicians, 
usually on a salaried basis.

•   Staff Model HMO - A type of closed-panel HMO (where 
patients can receive services only through a limited number 
of providers) in which physicians are employees of the HMO. 
The physicians see patients in the HMO’s own facilities.

•   Individual Practice Association (IPA) HMO- A type of 
health care provider organization composed of a group of 
independent practicing physicians who maintain their own 
offices and band together for the purpose of contracting their 
services to HMOs. An IPA may contract with and provide 
services to both HMO and non-HMO plan participants.

•   Point-of-service (POS) plan - A POS plan is an "HMO/PPO" 
hybrid; sometimes referred to as an "open-ended" HMO 
when offered by an HMO. POS plans resemble HMOs for 
in-network services. Services received outside of the network 
are usually reimbursed in a manner similar to conventional 
indemnity plans (e.g., provider reimbursement based on a 
fee schedule or usual, customary and reasonable charges).

•   Physician-hospital organization (PHO) - Alliances between 
physicians and hospitals to help providers attain market 
share, improve bargaining power and reduce administrative 
costs. These entities sell their services to managed care 
organizations or directly to employers.

•   Managed care plans - Managed care plans generally provide 
comprehensive health services to their members, and 
offer financial incentives for patients to use the providers 
who belong to the plan. Examples of managed care plans 
include:

•   Health maintenance organizations (HMOs),
•   Preferred provider organizations (PPOs),
•   Exclusive provider organizations (EPOs), and
•   Point of service plans (POSs).
•   Managed care provisions - Features within health plans that 

provide insurers with a way to manage the cost, use and 
quality of health care services received by group members.

 Examples of managed care provisions include:
•   Preadmission certification - An authorization for hospital 

admission given by a health care provider to a group 
member prior to their hospitalization. Failure to obtain a 
preadmission certification in non-emergency situations 
reduces or eliminates the health care provider’s obligation 
to pay for services rendered.

•   Utilization review - The process of reviewing the 
appropriateness and quality of care provided to patients. 
Utilization review may take place before, during, or after 
the services are rendered.

•   Preadmission testing - A requirement designed to encourage 
patients to obtain necessary diagnostic services on an 
outpatient basis prior to non-emergency hospital admission. 
The testing is designed to reduce the length of a hospital 
stay.

•   Non-emergency weekend admission restriction - A 
requirement that imposes limits on reimbursement to patients 
for non-emergency weekend hospital admissions.

•   Maximum out-of-pocket expense - The maximum dollar 
amount a group member is required to pay out of pocket 
during a year. Until this maximum is met, the plan and group 
member shares in the cost of covered expenses. After the 
maximum is reached, the insurance carrier pays all covered 
expenses, often up to a lifetime maximum.  

•   Medical savings accounts (MSA) – Savings accounts 
designated for out-of-pocket medical expenses. In an MSA, 
employers and individuals are allowed to contribute to a 
savings account on a pre-tax basis and carry over the unused 
funds at the end of the year. One major difference between 
a Flexible Spending Account (FSA) and a Medical Savings 
Account (MSA) is the ability under an MSA to carry over 
the unused funds for use in a future year, instead of losing 
unused funds at the end of the year. Most MSAs allow unused 
balances and earnings to accumulate. Unlike FSAs, most 
MSAs are combined with a high deductible or catastrophic 
health insurance plan.

•   Minimum premium plan (MPP) – A plan where the employer 
and the insurer agree that the employer will be responsible for 
paying all claims up to an agreed-upon aggregate level, with 
the insurer responsible for the excess. The insurer usually 
is also responsible for processing claims and administrative 
services.

•   Multiple Employer Welfare Arrangement (MEWA) – MEWA 
is a technical term under federal law that encompasses 



IJEAR Vol. 2, IssuE 2, July - DEcEmbER 2012

w w w . i j e a r . o r g InternatIonal Journal of educatIon and applIed research   195

ISSN: 2348-0033 (Online)     ISSN : 2249-4944 (Print)

essentially any arrangement not maintained pursuant 
to a collective bargaining agreement (other than a State-
licensed insurance company or HMO) that provides health 
insurance benefits to the employees of two or more private 
employers.

•   Multi-employer health plan – Generally, an employee health 
benefit plan maintained pursuant to a collective bargaining 
agreement that includes employees of two or more employers. 
These plans are also known as Taft-Hartley plans or jointly-
administered plans. They are subject to federal but not State 
law (although States may regulate any insurance policies that 
they buy). They often self-insure.

•   Premium - Agreed upon fees paid for coverage of medical 
benefits for a defined benefit period. Premiums can be paid by 
employers, unions, employees, or shared by both the insured 
individual and the plan sponsor.

•   Premium equivalent - For self-insured plans, the cost per 
covered employee, or the amount the firm would expect to 
reflect the cost of claims paid, administrative costs, and stop-
loss premiums.

•   Primary care physician (PCP) - A physician who serves as a 
group member's primary contact within the health plan. In 
a managed care plan, the primary care physician provides 
basic medical services, coordinates and, if required by the 
plan, authorizes referrals to specialists and hospitals.

•   Reinsurance – The acceptance by one or more insurers, called 
reinsurers or assuming companies, of a portion of the risk 
underwritten by another insurer that has contracted with an 
employer for the entire coverage.

•   Self-insured plan – A plan offered by employers who 
directly assume the major cost of health insurance for their 
employees. Some self-insured plans bear the entire risk. 
Other self-insured employers insure against large claims by 
purchasing stop-loss coverage.

•   Stop-loss coverage – A form of reinsurance for self-insured 
employers that limits the amount the employers will have 
to pay for each person’s health care (individual limit) or for 
the total expenses of the employer (group limit).

•   Third party administrator (TPA) – An individual or firm hired 
by an employer to handle claims processing, pay providers, 
and manage other functions related to the operation of health 
insurance. The TPA is not the policyholder or the insurer.

XIII. Types of Health Care Provider Arrangements
•   Exclusive providers - Enrollees must go to providers 

associated with the plan for all non-emergency care in order 
for the costs to be covered.

•   Any providers - Enrollees may go to providers of their 
choice with no cost incentives to use a particular subset of 
providers.

•   Mixture of providers - Enrollees may go to any provider 
but there is a cost incentive to use a particular subset of 
providers.

•  Usual, customary, and reasonable (UCR) charges - 
Conventional indemnity plans operate based on usual, 
customary, and reasonable (UCR) charges. UCR charges 
mean that the charge is the provider’s usual fee for a service 
that does not exceed the customary fee in that geographic 
area, and is reasonable based on the circumstances. Instead of 
UCR charges, PPO plans often operate based on a negotiated 
(fixed) schedule of fees that recognize charges for covered 
services up to a negotiated fixed dollar amount. 

•   Advances in modern medicine increased the cost of providing 
health care and made it possible for people to live longer. 
Those advances caused many insurance companies to look 
for ways to reduce their costs of doing business, giving 
managed care the boost it enjoys today.

XIV. Fee-for-service
•   For years, indemnity or fee-for-service coverage was the 

norm. Under this type of health coverage, you have complete 
autonomy when it comes to choosing doctors, hospitals and 
other health care providers. You can refer yourself to any 
specialist without getting permission, and the insurance 
company doesn’t get to decide whether the visit was 
necessary. You don’t, however, have complete autonomy. 
Most fee-for-service medicine is managed to a certain extent. 
For instance, if you’re not already incapacitated, you may 
need to get clearance for a visit to the emergency room. 

•   Under fee-for-service plans, insurers will usually only pay 
for reasonable and customary” medical expenses, taking into 
account what other practitioners in the area charge for similar 
services. If your doctor happens to charge more than what the 
insurance company considers “reasonable and customary,” 
you’ll probably have to make up the difference yourself. 
Traditionally, preventive care services like annual check-ups 
and pelvic exams haven’t been covered under fee-for-service 
plans. But as the evidence mounts that preventive care can 
prevent more costly illnesses down the road, some insurers 
are including them. 

•   Fee-for-service plans often include a ceiling for out-of-pocket 
expenses, after which the insurance company will pay 100 
percent of any costs. Needless to say, the ceiling is usually 
pretty high. In a nutshell, fee-for-service coverage offers 
flexibility in exchange for higher out-of-pocket expenses, 
more paperwork and higher premiums. 

V. Managed Care
•   Managed care has been around in one form or another since 

the 1930s, but it really took off in the last 10 years. As it 
grew, it evolved, leaving us with three basic types of managed 
care plans. Today, the majority of people with private health 
insurance have some type of managed care. 

•   Although there are important differences among the different 
types of managed care plans, there are some similarities. All 
managed care plans involve an arrangement between the 
insurer and a selected network of health care providers, and 
they offer policyholders significant financial incentives to 
use the providers in that network. There are usually explicit 
standards for selecting providers and a formal procedure to 
assure quality care. 

XVI. Preferred Provider Organizations (PPOs)
•   One step over the managed care border is the Preferred 

Provider Organization. PPOs have made arrangements for 
lower fees with a network of health care providers. PPOs 
give their policyholders a financial incentive to stay within 
that network.  With a PPO, you can refer yourself to a 
specialist without getting approval and, as long as it’s an 
in-network provider, enjoy the same co-pay. Staying within 
the network means less money coming out of your pocket 
and less paperwork. Preventive care services may not be 
covered under a PPO. Exclusive Provider Organizations are 
PPOs that look like HMOs. EPOs raise the financial stakes 
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for staying in the network. If you choose a provider outside 
the network, you’re responsible for the entire cost of the 
visit. 

XVII. Point-of-Service (POS)
•   Point-of-service plans are similar to PPOs, but they introduce 

the gatekeeper, or Primary Care Physician. You’ll need to 
choose your PCP from among the plan’s network of doctors. 
As with the PPO, you can choose to go out of network and 
still get some kind of coverage. In order to get a referral to 
a specialist, though, you usually must go through your PCP. 
You can still choose to refer yourself, but it’ll mean more 
hassles and more money coming out of your pocket. If your 
PCP refers you to a doctor who is out of the network, the 
plan should pick up most of the cost. But if you refer yourself 
out, then you’ll probably have to deal with more paperwork 
and a smaller reimbursement. You may also have to pay a 
deductible if you go outside the network. POS plans may 
also cover more preventive care services, and may even offer 
health improvement programs like workshops on nutrition 
and smoking cessation, and discounts at health clubs. 

XVIII. Health Maintenance Organizations (HMOs)
•   Most of the time, when you talk about HMOs, you’re really 

talking about closed-panel HMOs -- the least expensive, but 
least flexible type of health plan. They also tend to be geared 
more toward members of group plans than individuals. In 
exchange for a low co-payment (or sometimes no co-pay 
at all), low premiums and minimal paperwork, an HMO 
requires that you only see its doctors, and that you get a 
referral from your primary care physician before you see a 
specialist. If you can still pick up the phone, you’ll probably 
need to get clearance before you can visit the emergency 
room. 

•   An HMO may have central medical offices or clinics (such 
as those used by Kaiser Permanente), or it may consist of 
a network of individual practices. In general, you must see 
HMO-approved physicians or pay the entire cost of the 
visit yourself. HMOs have the best reputation for covering 
preventive care services and health improvement programs

XIX. Health Insurance Companies in India
Before insurance sector was opened to the private sector Life 
Insurance Corporation (LIC) was the only insurance company in 
India. After the opening up of Insurance sector in India there has 
been a glut of insurance companies in India. These companies have 
come up with innovative and flexible insurance policies to cater 
to varying needs of the individual. Opening up of the Insurance 
sector has also forced the Lic to tighten up its belt and deliver 
better service. All in all it has been a bonanza for the consumer. 

XX. Major health insurance Companies in India are:
Aviva Life Insurance • 
Bajaj Allianz • 
Birla S un Life Insurance • 
HDFC Standard Life Insurance • 
ICICI Prudential • 
ING Vysya • 
Kotak Mahindra • 
LIC • 
Max New York Life Insurance • 
Metlife India Insurance • 

Reliance Life Insurance • 
Tata AIG Life Insurance • 
Bharti AXA Life Insurance• 

A. Aviva Life Insurance
Aviva Life Insurance Company India Pvt. Ltd. is a joint venture 
between Aviva of UK and Dabur, one of India’s leading producer 
of traditional healthcare products. Aviva holds a 26 per cent stake 
in the joint venture and the Dabur group holds the balance 74 per 
cent share. Aviva is UK’s largest and the world’s sixth largest 
insurance Group. It is one of the leading providers of life and 
pensions products to Europe and has substantial businesses.
else where around the world. Aviva pioneered the concept of 
Bancassurance in India. Currently, Aviva has Bancassurance tie-
ups with ABN Amro Bank, American Express Bank, Canara Bank, 
Centurion Bank of Punjab, The Lakshmi Vilas Bank Ltd. and 
Punjab & Sind Bank, 11 Co-operative Banks in Gujarat, Rajasthan, 
Jammu & Kashmir and Maharashtra and one regional Bank in 
Sikkim.
Aviva has 40 Branches in India (including rural branches) 
supporting its distribution network. Through its Bancassurance 
partner locations, Aviva products are available in 378 towns and 
cities across India.

B. Bajaj Allianz
Bajaj Allianz is a joint venture between Allianz AG one of the 
world’s largest insurance companies, and Bajaj Auto, one of 
the biggest 2 and 3 wheeler manufacturers in the world. Bajaj 
Allianz is into both life insurance and general insurance. Allianz 
Group is one of the world’s leading insurers and financial services 
providers. Founded in 1890 in Berlin, Allianz is now present in 
over 70 countries with almost 174,000 employees. Bajaj group is 
the largest manufacturer of two-wheelers and three-wheelers in 
India and one of the largest in the world. Today, Bajaj Allianz is 
one of India’s leading and fastest growing insurance companies. 
Currently, it has presence in more than 550 locations with over 
60,000 Insurance Consultants.

C. Birla Sun Life Insurance
Birla Sun Life Insurance Company Limited is a joint venture 
between Aditya Birla Group and Sun Life Financial of Canada. 
Aditya Birla Group is an Indian multinational conglomerate with 
presence in India, Thailand, Indonesia, Malaysia, Philippines, 
Egypt, Canada, Australia and China. 
Sun Life Assurance, Sun Life Financial’s primary insurance 
business, is one of the leading insurance companies of the world 
and ranks amongst the largest international financial services 
organizations in the world. The Group has presence in several 
countries such as Canada, United States, Philippines, Japan, 
Indonesia, India`and`Bermuda. 

D. HDFC Standard Life Insurance
HDFC Standard Life Insurance Co. Ltd. is a joint venture between 
HDFC Ltd., India’s largest housing finance institution and 
Standard Life Assurance Company, Europe’s largest mutual life 
company. It was the first life insurance company to be granted a 
certificate of registration by the IRDA on the 23rd of October 2000. 
Standard Life, UK was founded in 1825 and has experience of 
over 180 years. Companies. The company is rated as “very strong” 
by Standard & Poor’s (AA) and “excellent” by Moody’s (Aa2). 
HDFC Standard Life’s cumulative premium income, including the 
first year premiums and renewal premiums is Rs. 672.3 Crores for 
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the financial year, Apr-Nov 2005. So far the company has covered 
over 11,00,000 individuals and has declared 5th consecutive bonus 
in as many years for its ‘with profit’ policyholders.

E. ICICI Prudential Life Insurance
ICICI Prudential Life Insurance Company is a joint venture between 
ICICI Bank, a premier financial powerhouse and Prudential plc, 
a leading international financial services group headquartered in 
the United Kingdom.
ICICI was established in 1955 to lend money for industrial 
development. Today, it has diversified into retail banking and is the 
largest private bank in the country. Prudential plc was established 
in 1848 and is presently the largest life insurance company in the 
UK. ICICI Prudential is curently the No. 1 private life insurer 
in the country. For the financial year ended March 31, 2005, the 
company garnered Rs 1584 crore of new business premium for 
a total sum assured of Rs 13,780 crore and wrote nearly 615,000 
policies.

F. ING Vysya Life Insurance
ING Vysya Life Insurance Company Limited is a joint venture 
between Vysya Bank and ING Group of Holland, the world’s 4th 
largest financial services group, with presence across 50 countries, 
and a heritage of over 150 years. ING Vysya Life Insurance 
Company Private Limited entered the private life insurance industry 
in India in September 2001. With in a short span of time ING Vysya 
Life Insurance has registered an impressive growth. The company 
currently has over 10,000 active advisors working from 75 
branches (in 30 cities) across the country and over 2300 employees. 

G. Kotak Mahindra Old Mutual Life Insurance Limited
Kotak Mahindra Old Mutual Life Insurance Ltd. is a joint venture 
between Kotak Mahindra Bank Ltd.(KMBL), and Old Mutual plc. 
Kotak Mahindra is one of India’s leading financial institutions and 
offers a range of financial services such as commercial banking, 
stock broking, mutual funds, life insurance, and investment 
banking. Old Mutual was established more than 150 years ago 
and offers a diverse range of financial services in South Africa, 
the United States and the United Kingdom. The company is listed 
on the London Stock Exchange with a market capitalization and 
has its headquarters in London.

H. Life Insurance Corporation of India (LIC)
Life Insurance Corporation of India (LIC) is an autonomous body 
authorized to run the life insurance business in India with its 
Head Office at Mumbai. It has been established by an act of the 
Parliament and started functioning from 1/9/1956.  LIC is the 
biggest insurance player in the country. Out of the total premium of 
Rs 3766 crore generated by the insurance industry through group 
business in the year 2005-06, LIC alone accounted for Rs 3051 crore.  
In the financial year 2005-06, LIC has grown at 30.68%. In respect 
of number of lives insured, LIC has shown a growth of over 152%. 
In respect of number of schemes, LIC has a growth of 2%. LIC’s 
market share in number of individuals covered and number of 
policies stands at 77% and 81%, respectively.

I. Max New York Life Insurance
Max New York Life Insurance Company Limited is a joint venture 
between Max India Limited, a multi-business corporate, and New 
York Life International, a global expert in life insurance. New 
York Life is a Fortune 100 company that has over 160 years of 
experience in the life insurance business. Max India Limited is 

a multi-business corporate dealing in Clinical Research, IT and 
Telecom Services, and Specialty Plastic Products businesses. Max 
New York Life Insurance started its operations in India in 2000. It 
is the first life insurance company in India to be awarded the IS0 
9001:2000 certification. Max New York offers customized products 
tailored to suit individual’s needs. With its various Products and 
Riders, there are more than 400 product combinations to choose 
from. Today, Max New York Life Insurance has a network of 57 
offices spread over 37 cities all over India.

J. MetLife India Insurance
MetLife India Insurance Co. Pvt Ltd is a joint venture between 
MetLife Group and its Indian partners. The Indian partners 
include J&K Bank, Dhanalakshmi Bank, Karnataka Bank, Karvy 
Consultants, Geojit Securities, Way2Wealth, and Mini Muthoothu. 
Met Life Group has presence in America and Asia and has an 
experience of over 137 years in providing financial services. The 
MetLife companies are the number one life insurer in the U.S. with 
approximately US $2.8 trillion of life insurance in force. MetLife 
serves 88 of the top one hundred FORTUNE 500 companies. 
MetLife entered Indian insurance sector in 2001.

K. Reliance Insurance Company Limited
Reliance Life Insurance Company Limited is a part of Reliance 
Capital Ltd. of the Reliance - Anil Dhirubhai Ambani Group. The 
company acquired 100 per cent shareholding in AMP Sanmar Life 
Insurance Company in August 2005. Taking over AMP Sanmar 
Life provided Reliance Life Insurance a readymade infrastructure 
and a portfolio.
AMP Sanmar Life Insurance was a joint venture between AMP, 
Australia and the Sanmar Group. Headquartered in Chennai, AMP 
Sanmar had over 90 offices across the country, 9,000 agents, and 
more than 900 employees.

L. Tata AIG Life Insurance
Tata AIG Life Insurance Company Limited is a joint venture 
between Tata Group and American International Group, Inc. (AIG). 
Tata Group is one of the oldest and leading business groups of 
India. Tata Group has had a long association with India’s insurance 
sector having been the largest insurance company in India prior 
to the nationalisation of insurance. The Late Sir Dorab Tata, was 
the founder Chairman of New India Assurance Co. Ltd., a group 
company incorporated way back in 1919. American International 
Group, Inc is the leading U.S. based international insurance and 
financial services organization.

M. Bharti AXA Life Insurance
Bharti AXA Life Insurance is a joint venture between Bharti, 
India’s leading private telecom company and AXA, world leader 
in financial protection and wealth management. Our philosophy 
is built around the promise of making people “Life Confident”. 
Whatever your plans in life, you can be confident that Bharti AXA 
Life Insurance will offer the right financial solutions to help you 
achieve them. Our business is financial protection and you will 
see this belief reflected in everything that we do.

N. The AXA Group
AXA, ranked No 15 in the Fortune 500 list of global companies 
managed a total AUM of Euro 1,091 billion as of June 30, 2006 
The AXA group has over 50 million customers and employs over 
112,000 people. For over 2 decades, AXA has been focused on 
providing financial protection to millions of families the world 
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over, to help them lead their lives confidently. 

O. The Bharti Group
Over the last decade, the Bharti Group, through its flagship brand 
Airtel has endeavoured to simplify lives by dissolving boundaries 
of communication. The driving force at the Bharti Group stems 
from the passion to consistently deliver superior services, and 
above all, a delightful experience to millions of customers across 
the country. Bharti Airtel is India’s leading private telecom service 
provider with over 24 million subscribers and has been voted 
Asia’s best managed company. 
Health insurance works by estimating the overall risk of healthcare 
expenses and developing a routine finance structure (such as a 
monthly premium or annual tax) that will ensure that money 
is available to pay for the healthcare benefits specified in the 
insurance agreement. The benefit is administered by a central 
organization, most often either a government agency or a private 
or not-for-profit entity operating a health plan. The stipulated 
objectives of the study are given below:

To study the present scenario of insurance sector in India.• 
To study the pace of liberalization of insurance sector.• 
To find out the insurance sector reforms undertaken by the • 
Government till date.
To know the changing preference of customer about health • 
insurance.
To know how many people have insurance & what type of • 
insurance they have.
To know the perception of the people towards premium • 
charged against risk.
To find out the problems with health insurance• 

References
[1] Berman, Peter. “Rethinking Health Care Systems: Private 

Health Care Provision in India.” Harvard School of Public 
Health Working Paper, November 1996.

[2] Business Today. “The Monitory Group Study on Insurance 
I and II.” March 22 and April 7, 2000.

[3] Dasgupta, Samik. “RSA, Iffco-Tokio yet to appoint actuaries,” 
Economic Times, January 23, 2001.

[4] Kumari, Vaswati, “India Insurers Seek Perfect Partners.” 
National Underwriters, March 5, 2001, 38-39. 

[5] Mitra, Sumit, Nayak, Shilpa. “Coming to Life.” India Today, 
May 7, 2001. 

[6] Patel, Freny. “Centre wants GIC to merge unviable outfits 
before recast.” Business Standard, April 13, 2001.

[7] Roy, Abhijit. “Pension fund business in India.” The Hindu, 
July 16, 1997, p. 25.

[8] Roy, Samit. “Insurance Sector: India.” Industry Sector 
Analysis, National Trade and Development Board, US 
Department of State, Washington, DC, December 1999.

[9] Sigma. “World Insurance in 1999.” No. 9/2000. Published 
by Swiss Re. [Online] Available: http:// www.swissre.com.

[10] Sinha, Tapen. "Pension Reform in Latin America and Its 
Implications for International Policymakers. Boston", USA, 
Huebner Series Volume No. 23, Kluwer Academic Publishers, 
2000.

[11] Sinha, Tapen, Sinha, Dipendra. “A Comparison of Development 
Prospects in India and China.” Asian Economies, Vol. 27(2), 
June 1997, 5-31. U.S. Department of State FY 2001 Country 
Commercial Guide: India. Commercial Guide for India was 
prepared by U.S. Embassy New Delhi and released by the 

Bureau of Economic and Business in July 2000 for Fiscal 
Year 2001.


