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Abstract 
 
The insurance sector in India has grown at a fast rate post-
liberalization in 1999. In the last decade, total premium grew at a 
CAGR of 25% and reached a total of $75 billion in 2012. This pace of 
growth is expected to grow at a very high rate in the coming decade. 
There are  major contributors in the growth of non life sector one of 
which is health insurance. There are several bottlenecks prominent 
among them is the lack of product innovation as the health insurers 
focus on the immediate challenge of developing India’s health 
insurance market profitably. Product development and innovation has 
become very crucial to acquire customers and increase the market 
share. Some of the challenges faced by the insurance sector pertain to 
the demand conditions, competition in the sector, product innovations, 
delivery and distribution systems, use of technology, and regulation. 
Health care is consuming an escalating share of income in developed 
and developing nations alike. Yet innovators have found ways to 
deliver care effectively at significantly lower cost while improving 
access and increasing quality. They are uncovering patterns for raising 
productivity, and leaders across health sectors—public, private, and 
social—should take heed. In this paper we would be highlighting the 
various recent innovations in the insurance sector. Also, we will be 
discussing about the upcoming innovations in the health sector along 
with its complexities and various challenges ahead. 
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1. Introduction 
Insurance is a contract (policy) that helps an individual to reduce the potential financial 
loss or hardship by getting a reimbursement against losses from an insurance company. 
According to Lloyds of London “Insurance is the main way for businesses and 
individuals to reduce the financial impact of a risk occurring” 

Insurance is social device which has become a driving pillar of a nation’s risk 
management system. It is broadly categorized into life, health and non-life insurance. 
Life Insurance provides financial support to a family in case of death of a family 
member. While purchasing a LIC, a beneficiary’s name called nominee is given who 
will be entitled to get the benefit specified upon death of the individual purchasing the 
policy. Health insurance is against the medical expenses incurred by individuals. 
General Insurance or non life insurance includes automobiles and homeowners 
policies. 

The insurance sector is a colossal one and has been growing at a rate of 15-20%. 
Banking and insurance services together add about 7% to the country’s GDP . 

Health Insurance 
Health Insurance is a medical insurance given by an insurance company, wherein it 

reimburses the medical expenses incurred for a valid hospitalization. The individual 
has to pay a certain amount (subject to conditions) once each year, known as premium, 
to keep the health insurance policy active.  

Health insurance in India is considered same as “hospitalization”, where the policy 
covers the hospitalization expenses. The expenses for hospital bed, nursing, surgeon’s 
fees, consultant doctor’s fees, cost of blood, operation theatre charges are all covered. 
Certain diseases which are mentioned in the policy’s terms and conditions shall be 
excluded from coverage or may be covered only after one or two years of the policy 
issue date.  

Health insurance is the most emerging sector in India nowadays due to increasing 
rates of illness and diseases and high expenses incurred in hospitalization and 
treatments for these diseases. Various health insurance schemes are existing in the 
market which are providing benefits from an individual to an entire family also called 
family floater policies. Health Insurance sector also came up with critical illness covers 
which covers illness like blindness, deafness, alzheimer’s disease, kidney transplant, 
organ transplant, paralysis etc. 

 
Innovations in Health Insurance: 
There are various innovations in Health Insurance sector in India which have taken 
place in the recent past. Some of them are listed below: 

 Health Insurance portability:  This will allow all existing health insurance 
policyholders to freely switch their policy to another insurance company, 
without losing on benefits like the credit earned on pre-existing diseases and no 
claim bonus etc. Thus, if you are shifting locations, changing jobs, or 
dissatisfied with your insurer, you can move from your present insurance 
policy. Or if you find different or more suitable features in another policy, you 
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may shift from your present insurance policy. However, you need to weigh the 
pros and cons of the same at your end as well.  

 Rashtriya Swasthya Bima Yojna:  RSBY is a National Health Insurance 
Programme for the people below poverty line.  This scheme provides cashless 
hospitalization in public as well as private hospitals for the people living below 
poverty line with a sum assured of Rs. 30,000 by paying Rs.30  as premium. 

 Hybrid Product: This is a combination product which includes health 
insurance as well as life insurance cover under one policy only. This was first 
developed by Sriram Life Insurance and Star Alliance health Insurance in India 
by the name of Star Shri Individual Care Insurance. 

 Critical Illness cover: Under this cover of critical illness the insurer (the 
insurance company) is liable to pay  a lump sum amount to the policyholder if 
he is diagnosed with the critical illnesses listed as follows : blindness, deafness, 
alzheimer’s disease, kidney transplant, organ transplant, paralysis etc.  

 
Upcoming innovations in Health Insurance sector in India: 

 Critical illness cover for HIV positive patients: Critical illness 
insurance or critical illness cover is an insurance product, where the insurer is 
contracted to typically make a lump sum cash payment if the policyholder is 
diagnosed with one of the critical illnesses listed in the insurance policy. The 
IRDA has proposed a critical illness cover for HIV patients which was not 
included earlier. 

 Collaboration of Aam Aadmi Bima Yojna with RSBY: Aam Aadmi Bima 
Yojna (AABY)  provides for insurance of head of the family or an earning 
member of the family of rural landless household between the age of 18 to 59 
years against natural death as well as accidental death and partial/permanent 
disability. AABY is now collaborating with RSBY to provide a hybrid cover 
which will include health care benefits as well as life insurance benefits under 
one cover only. 

 
 

2. Challenges 
The Indian insurance industry currently is in a state of instability. After a decade of 
strong growth, the Indian insurance industry is currently facing severe headwinds 
owing to: 

 Slowing growth 
 Rising costs 
 Deteriorating distribution structure 
 Stalled reforms 
For the Non life sector the problem areas include Micro-insurance in non-life 

widening reach, Improved fraud control mechanisms , Standardization to reduce 
claims loss, Reducing inefficiencies by revisiting third party administrator (TPA) 
agreements.  On another front, policyholders have very little knowledge about the 
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empanelled hospitals for cashless hospitalization services. Hospital administrators 
perceive significant burden in terms of effort and expenditure after introduction of 
TPA 

Another challenge for the industry is tendency of insurance companies to under 
price their products to gain an edge over competition, which is also allowing the 
industry to bleed. Artificial pricing leads to artificially excessive competition. 

The inadequate development of health related infrastructure in the country is one of 
the major challenges today for the health insurance sector. The industry is also required 
to work on the education and awareness levels of the market to resolve the situation 
partly. Going forward, Indian health insurance sector may evolve into a scenario of an 
independent regulator for health insurance but that will be a function of the growth of 
the market and the dynamics it entails. 

 
 

3. Conclusion 
The Indian health insurance scenario today is a mix of Governmental insurance 
schemes, Social Health Insurance (SHI), voluntary private health insurance and 
Community-Based Health Insurance (CBHI). As per the recommendations of High 
Level Expert Group on Universal Health Coverage on institutional reforms, to make 
quality health care affordable, insurance penetration should increase to at least 50 per 
cent of the population by 2020 and 80 percent by 2030 from the current 15 per cent 
The mixture of various health insurance service providers must be used effectively to 
ensure the health of citizens. For the Indians the health insurance is the need of the 
hour. Product innovation would be one of the key drivers to reach this penetration 
target. 

The rebuilding of India’s healthcare infrastructure, combined with the emergence 
of medical tourism and telemedicine, will drive strong demand within the sector and its 
allied industries. Many international companies have expanded their operations in the 
Indian market in recent years and established local operations. The government is 
actively encouraging growth in the sector, creating a high number of compelling 
opportunities, such as developing new infrastructure, expanding the reach of healthcare 
to remote areas via ICT and providing novel medical equipment solutions. 
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