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Abstract

Introduction

Insurance underwriting is the process of deciding what risks of the client the insurance company is
willing to accept. Underwriters are professionals who evaluate and assess the risks involved in
insuring people and assets. In health insurance, companies mainly do medical underwriting which
means they evaluate the medical status of the proposer and to sum extent financial underwriting to
see eligibility in case of high sum insured cases.The process of underwriting is dependent on the type
of the plan opted for and the company’s guidelines.

Every insurance company needs to enhance their service, wish to issue policies within a particular
time. This study maps the process of the underwriting at Aditya Birla Health Insurance and identifies
the turnaround time for underwriting a case and furthermore identifies the non-value-added activities

associate with the process.

Rationale

Identifying the non-value-added activities can help eliminate the wasteful activities, reduce the

turnaround time for processing a case thereby increasing the productivity of the underwriter and the

department as a whole.

Methodology

First part of the study was based on observational data by shadowing underwriters on a daily basis
for 8 hours a day. The second part of the study was collecting primary data using a checklist to
quantify the observed nonvalue added activities and to obtain turnaround time for case processing.

Key Results
Average turnaround time is found to be 6.5 minutes per case. Non value Added Activities constitute
30% of the whole process. On an average 2 hours can be saved per day if the non-value added

activities are eliminated. TAT can be reduced from 6.5 min to 4.6 mins per case.

Conclusion
Eliminating the Non value added activities can improve productivity by 16 cases per underwriter per
day. Eliminating certain activities like maintaining excel base sheet, multiple tab movement and IT

bugs, can increase efficiency and productivity of the underwriting process.
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Introduction

Insurance seeks to provide financial protection to the insured in case of unfortunate events resulting
in loss of assets, property, income earnings and even life. Insurance sector in India is broadly divided
into: Life insurance and Non-life insurance. Non-life insurance is also termed as General insurance,
and both are governed by the Insurance Regulatory & Development Authority of India (IRDAI). The
Indian insurance sector includes a total of 57 companies out of which 24 are life insurance and 33 are
non-life. As per IRDAI’s annual report of 2018-2019, India’s global market share in insurance sector
was 1.92 percent in 2018.1

Health insurance is the type of non-life insurance that deals with morbidity, meaning the type of
insurance coverage that pays for medical and surgical expenses. It is relatively less well established

in India as compared to many other countries, yet health insurance industry in India is the fastest

growing segment in the non-life insurance sector Health insurance occupies 27.3% of gross direct

premiums in the non-life insurance group, second to motor insurance (36.6%) *
Yet, the out of pocket health expenditure in India remains high, with only 1.5-2 % covered by

insurance providers.

Insurance companies need to asses which risks can be onboarded by them, this is done by applying

vast actuarial principles and techniques and a price model for premium is calculated.

Health insurance broadly includes the following activities:
Underwriting
Claims management
Managing fraud and abuse

Managing provider network




The life cycle of an insurance product is as follows?:

Product Design

Pricing

J

Claims Management

{Underwriting Approach

The process of risk management is done by the process of underwriting, It enables the insurer to
categorise the risks into
- Preferred risk
- Standard risk
- Sub-standard risk
Types of underwriting are-
Medical underwriting
Financial underwriting
Tele underwriting

Technical underwriting




The underwriter performs this classification using the information provided into the proposal from

and by careful analysis of medical reports and profile of the proposer. Underwriting is based on the

principles of 2

Equity & fairness

Product pricing & claim management
Regulatory and legal compliance

Consistency

Risk Evaluation

Risk Classification

Balancing convenience, cost and effectiveness

Intelligent use of rating variable

By the end of the process the company decides which risks they are willing to accept and how, and
those they are willing to reject. Insurance underwriters don’t engage with the client face to face, they
merely review their proposal and based on their profile and the company’s risk model/guidelines,
make an appropriate offer to the proposer.

The scope of this study is to study the underwriting process of the company and to identify the non-

value-added-activities associated with the process.

Cases may be STP or NSTP, the cases that are STP do not require Underwriting, they are those cases
wherein the proposer doesn’t disclose any health declaration or personal habits and the sum insured
and age also are within acceptable limits.

NSTP cases are those that are referred for underwriting. This include cases wherein the age, sum
insured require underwriting consideration and/or when the proposer has disclosed some health

issues or personal habits in the proposal form.

Types of cases received by the company are -
- New Business
- Renewal

- Roll over




Various decisions that can be given —
Accept
Reject
PPMC/Tele MER/Video MER
Discrepancy
Counteroffer

The scope of this study is to assess the current Turnaround time of the underwriting process at Aditya

Birla Health Insurance Pvt Ltd , and to identify activities that can be eliminated such that processing
time can be reduces and efficiency of process can be improved.

Operational Definitions

Turn Around Time (TAT) refers to time taken for a case to be processed from the time an UW logs

in the case to the time a decision is given in the system,

Value Added Activities refer to those that fulfil the following three criteria:
* The step transforms the item towards completion.
» The step is done right the first time (no rework).

» Customer would pay for the step to be done.

Non Value Added Activities (NVAA) are those that fail to meet any one or more of the above criteria

or in other words actions that do not increase the worth of what is delivered to the customer.




Literature Review

Author

Title

Overview

S. Mkrtychev, O.

Enik

Automated
Underwriting
Control in a
Regional
Insurance
Company

Underwriting is one of the key business processes
of the insurance company operational activities.
Underwriting is the only operational business
process of insurance activities, where the human
factor still has a great impact on the accuracy of
risks identification and decision-making as to
whether accept or reject an insurance application
from a potential client .

One of the obvious ways to increase the
effectiveness of the underwriting process is to
organize its automated control.

Suggested underwriting scale.

Authors  propose an approach to the
implementation of automated underwriting control
in a regional insurance company based on
combined decision-making carried out by the
underwriting management information system
(UMIS) and a human underwriter.

The use of the automated underwriting control
solution built on the basis of the proposed
approach in the insurance company ensured a
reduction in the loss ratio for some types of
voluntary non-life insurance by 28% .

Mutai K. Joram

Bii K. Harrison

and Kiplang’at N.

Joseph

A Knowledge-
Based System
for Life
Insurance

Underwriting

Enhance the life insurance underwriting process
by building a knowledge- based system for
insurance underwriting.

The objective of this study was to analyse the life
insurance underwriting process and identify
models to support the process and to design and
implement a knowledge-based system using a
rule-based approach to satisfy the needs of the life
insurance industry.

Quialitative research approach

The study analysed the processes and tasks in life
underwriting, in order to clarify what was
necessary for the development of the KBS.

Christopher M.
Murtaugh, Peter
Kemper and
Brenda C.
Spillman

Risky Business:

Long-Term
Care Insurance
Underwriting

Insurers typically respond to the problem of
adverse selection by underwriting.

By collecting information at the time of applying,
insurers attempt to mitigate the irregularity of
information between the applicants and insurers
concerning expected claims.




The actual underwriting process begins with the
completion of an application form.

The first stage, the application checklist is used to
screen applicants.

Those who pass this screen go on to a second stage
in the underwriting process for detailed medical
information of the proposer.

Long-term care insurance underwriting criteria
identify individuals who vary substantially in the
financial risk they pose to insurers.

Research question

Which are the Non-Value Added activities associated with the underwriting process of the company

and how do they affect the process?

Rationale

Identifying the Non Value added activities will help to manage or eliminate them thereby help to
improve process efficiency.

Objectives

1. To map the retail underwriting process (production).

2. To identify the value and non-value added activities in the existing retail underwriting process.




Methodology

First part of the study comprised of observation of the process by shadowing underwriters on daily
basis.

Followed by noting down the observed challenges in the process.

The second half of the study included quantifying the challenges.

Study Type: Descriptive Cross Sectional

Data type: Primary

Tool: Checklist

Samples: 203

Time period for data collection: Three weeks

Data collection: Live online shadowing of underwriters via screen sharing.

Sampling method: Convenience sampling (subject to availability of cases and UWSs)

Limitations of the Study:
Due to COVID situation, TAT for PPMC cases was calculated based on past data.
Majority of the study was conducted in work from home environment.

Certain processing skills of UW are subjective and differ from one UW to another. Such

subjective skill were beyond the scope of the study but may have had confounding effect.

Certain UW remained unavailable for study on technical grounds.
Complexity of cases differ from each other however for the ease of interpretation, it can be

assumed that the effect may have been nullified over the samples.




Results

The first part of the study was to map the underwriting process.

Cases are received from either online or offline portals. Cases are treated depending on its type. STP
cases are those which do not require intervention by underwriters and are accepted straightaway.
NSTP cases are those which require the intervention by underwriters. The differentiation between the

two cases is as per company’s guidelines.

Process flow:

After a proposer fills the proposal form for an insurance policy, data is entered into the system, the
system decides by pre decided parameters those cases which are STP and NSTP. STP cases are
automatically issued hence they are not directed for underwriting. NSTP cases are those where the
prosper has disclosed something in proposal form or requires medical tests or financial evaluation as
per client profile and company guidance. Once the cases are marked as NSTP, it reflects in the system.
An assigned person extracts the proposal number from the system and allocates cases to underwriters
as per the authority level which is based on product and sum insured. Each underwriter receives an
excel sheet with proposal number and name of the underwriter. Underwriters have to filter their cases

from the excel and process them in the software. Processing involves steps like entering the proposal

number, opening the case, reviewing the proposal form, seeing medical documents if any, see profile
of the client, evaluate health status and financial status of clients. Assessment parameters are different
for different products and also vary as per channel. As the underwriter processes cases, he/she is
expected to maintain a comprehensive summary of every case in a excel sheet alongside. This excel
sheet is to be sent to the concerned team member twice a day, the latter collates the data and saves it

for record of the team.




Reflects in system

Portal Online/Offline Allacation as per UW

authori

Email received with excel of
cases allocated

Filter cases for self from
sheet

Issue Policy

Open HB portal and log in

Copy proposal number from
excel into HB UW page

Check BRMS and profile

Give UW Proceed Case

Decision
-~ Send excel for collation -~ as per
guidelines

Fig 1: Process flow

Check uploaded docs if any

The average TAT of the process was found to be six and a half minutes per case irrespective of the
type of product and underwriter, excluding PPMC case. Out of the whole process, 30% of the

process is comprised of NVA activities.

H %NVAA

H %VAA

Fig 2: Graph showing distribution of NVA and VA
activities of the UW process




The most popular products of the company were compared with the overall average TAT. For this,
20 random cases were selected from each product category. It was found that a particular product C
took longer than average to process. The average overall TAT was found to ne 6.5 minutes however
the TAT of product C was found to be 7 minutes, i.e. 30 seconds more than average. This increase in
time can be attributed to the additional steps of financial underwriting associated with this particular

product.

Time in mins
o - N WD U1 O N oo O

B
Product type

Fig 3: Graph comparing overall TAT with TAT of
other products for 20 random cases.

Further, the average time consumed by NVA activities in percentage was found to be almost similar
to the overall average of 30% for products A and B, at 27% and 26% respectively. Whereas it was

found to be 35% for product C which can be attributed to the additional avoidable steps associated to

financial underwriting.




m%NVA ®%VA
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%DISTRIBUTION OF VA AND NVA

B
PRODUCT

Fig 4: Graph comparing average time consumed by NVA
activities in percentage, product wise.

The type of proposals that the underwriting team receives can be new business, renewal or roll over.
New business refers to those proposals that are fresh cases, renewal cases are those whose tenure are
coming to an end or are within the grace period of 30 days and the insured wishes to get the policy
renewed, roll over cases refers to portability cases where in client is switching from one insurer to
another All three business types were found to have close to same amount of time spent on NVA
activities. New business being highest at 31%, followed by renewal and rollover at 28% and 26%

respectively.

As per Business Type- NVA vs VA

%Distribution of VA and NVA time

New business Renewal Rollover

Business type

H %NVA B %VA

Fig 5: Graph comparing average time consumed by NVA
activities in percentage, as per business type.




Further, to identify the impact of NV A activities on the TAT of the process, average of each NVAA

was identified. The most occurring NVA activities and their average are as follows:

Maintaining excel for case overview: As identified while mapping the process, underwriters
have to maintain a case summary which is collated for the purpose of internal records. It is a
repetitive effort which doesn’t affect the decision in any manner. Hence it has been classified
as a NVA activity. The average time spent on this activity per case is 55 seconds. This
comprised 13.8% of the total TAT of 6.5 minutes.

Multiple tab movements: This refers to wasteful clicks, windows that can be judged, repetitive
tab movements that can be avoided in the system. The average time spent wastefully on this
activity is 20 seconds/case, which contributes to 4.8% of the TAT of 6.5 minutes.

Need to review case that was previously processed by another underwriter: Many a times
cases are referred back to underwriting with additional reports, medical reports or other
requested information, but allotted to a different underwriter the second time. In such cases,

the latter needs to review the entire case again and discuss with the original underwriter to

seek clarity. This causes repetition of effort of reviewing case details. Average time spent on

reviewing details of such cases is 40 seconds/case. This is 10% of total TAT of 6.5 minutes.
Lack of interdepartmental communication: Lack of SOP between departments leads to
organisation drag i.e. unnecessary communication between members of the same team and
different teams. This also involves communication via informal channels. These are non-
value-added activities because they don’t add value to the client. The time spent per case on
such an activity can be up to 3 mins per case which means such an activity can double the
TAT of a case.

Other NVA activities include system errors such as hang, log out from system, unable to
locate documents in the system and other technical glitches. Such activities can consume up

to 30 seconds per case i.e. about 8% of the total processing TAT of 6.5 minutes.




In order to analyse the non-value-added activities as per their occurrence, Pareto analysis was done.
By applying the Pareto principle or the 80/20 rule, we can identify those 20% NVA activities that
affect 80% of the process. The occurrence of each NVA activity were counted.

Pareto Analysis

No of Occurences

UWI

Double loading entry
need to review a case
system log out
system hang
authority not given
others

Refresh
Communication
brms no output
wrong bucket

cant find reports

o
(=
@
£
o
>
S)
£
a
m
B
4
a
E
E
£

processing error by

Fig 6: Pareto analysis of NVA activities

As per the pareto analysis, excel maintaining, multiple tab movements, system log out, system hang,
double loading entry and need to review cases previously processed by other UW, were identified as
those 20% NVA activities that have 80% impact on the process. Hence while prioritising tasks, these

problems can be addressed first.

Another important factor that TAT depends on is the underwriter processing the case. While some
subjective skills are difficult to quantify, the effect of underwriting level can be seen to influence
TAT. Underwriting level increases with seniority, one being the least. For ease of comparison,
average of same product, same sum insured, and same business type was selected.

Average time to process case for level 3 underwriter was found to be 5 mins / case which is lesser

than overall average of 6.5 minutes, for level 2 underwriter it was similar to average and for level 1

23




underwriter it was found to be almost 9 minutes per case. Hence it can be inferred that TAT also

depends on underwriting level.

As per UW level (For Diamond case 5L NB)

=
o

L3

B Overall
L2
L1

Time in mins

O P N W b Ul OO N 0 O

Overall
UW level

Fig 7: Comparing TAT as per underwriting level and with overall average TAT.

TAT was also seen to differ from one underwriter to another. Some underwriters took lesser time

than average TAT while some took longer to process cases.




TAT as per UW

Time in mins

Average
uw

Fig 8: Comparing TAT as per underwriter and with overall average TAT.

The above two graphs point out to the fact that several factors affect TAT of a case, such factors could

be both intrinsic and extrinsic in nature:

Experience of team member
Acquaintance with system
Approach towards a case
Complexity of case

Technical support (laptop, tech equipment, connectivity)




Impact of each Non value added activity:

%time per
Impact on .
Error % (out  total non- - Improved Daily
productivity (No o
Challenge of 203 value productivity (cases
of extra cases per
samples) added (6.5 per day)
UW per day)
hours)

Maintaining Excel Base
Sheet
Rework of cases of
another UW

100% 48%

16% 6%

Multiple tab movements 54% 20%

Lack of organised
o 4% 10%
communication

IT bugs 58% 16% 26

Maintaining excel base sheet constitutes 48% of the total NVA time, and affects the productivity by

8 cases per UW. It occurs in all the cases hence error percentage is 100%. Reworking of cases

constitutes 6% of total NVA time with error% as 16%, Multiple tab movements constitutes 20% of

the NVA, lack of communication constitutes 10% and IT bugs constitute 16% of the NVA time.

Finally, potential benefit of resolving NVA activities were analysed on an overall level. Assuming
all the NVA activities are addressed, the average TAT of a case (irrespective or product and
underwriter), can be reduced from 6.5 min to 4.6 mins. For a level 3 underwriter, TAT can be reduced
from 5.4 min to 3.7 mins, from 6.1mins to 4.5 min and from 7 to 5.55 for a level 1 underwriter

respectively.




Comparision of Current and Improved case time as
per UW level and Overall

Time in mins

UW level

Current Case Time Improved Case Time

Fig 9: Current case time vs possible improved case time

In a working day of 9 hours, assuming that 390 minutes are dedicated to the cases within the scope
of this study, each UW can process 60 cases. If the 30% NVA activities are reduced to 0%, 16

additional cases can be processed by an average underwriter on a daily basis.

Average case TAT can be reduced to 4.6 minutes from 6.5 minutes, i.e. nearly 2 hours out of 6.5

hours can be used for other value-added-activities.




Discussion

Fish Bone Analysis/ Ishikawa diagram:
A number of reasons lead to the overall increase in processing time. They have been classified
under

Nature of core system

IT

Communication

Other

Nature of Core System Communication

Lack of SOP for specific type of
cases
System log out

Retyping Exception calls via informal

communication channels

R S Unrequired communication

Multiple tab movements

Web based based
Increase in

processing
time

Erroneous bucket movement .
Floor environment Reports not uploaded

STP case marked as NSTP

Server down BRMS no output Authority status not updated

UW available

UW subjective skills Incorrect reports uploaded

Time of the year

Fig 10: Fish Bone Analysis

A Senior UW may be able to dodge effects of NV A better than a mid and junior level UW.

Resolving NVA challenges may benefit some UW more than others thereby increasing their

capacity to process more cases.




Reverse Fish Bone Analysis:

Communication

Nature of Core System l

SOP for interdepartmental

communication
System log out

Summary section

Automate communication where

Eliminate Repetitive steps 2
possible

Enable free tab movement

Web based portal
Decrease in

processing
time

Some issues being considered Smart seating arrangement Flag cases where reports are

in mission transformation not uploaded

Prompt trouble shooting Real time dashboard for Authority status should be
internal motivation updated within 24 hrs

Automate certain cases
requiring

Fig 11: Reverse Fish Bone Analysis




Conclusion

Non-value-added activities comprise 30% of the overall process. Eliminating such activities can
reduce the average process time from 6.5 minutes per case to 4.3 minutes per case.

TAT of each case was also seen to differ as per business type, product, underwriter level and
subjective skills of underwriters.

Based on occurrences, NVA activities such as excel maintaining, multiple tab movements, system
log out, system hang, double loading entry and need to review cases previously processed by other
underwriters, constitute 20% of the total NVA activities; if they are addressed first, they can reduce
impact of all NVA activities by 80%. This is based on Pareto’s 80/20 rule.

Certain non-value-added activities such as increased effort due to lack of established communication
between departments, was seen to affect the TAT of cases by 50% i.e. double the processing time.
For this a proper SOP for interdepartmental communication should be established.

Provision of a summary section in the system such that on logging in, UW is able to view personal
log of cases done and summary of each case appears alongside, exclusively for UWs, will eliminate
the process of retyping findings.

Real time dashboard can help internal motivation of UW and allow them to track their progress with
respect to other UWSs. Smart seating arrangement can reduce movement from one place to another.
Currently an UW spends almost 2 hours per day on NVA activities. If these activities are eliminated,

the productivity of each UW can increase by 16 cases per day. Overall number of UW can be reduced

from 8 to 6. Total productivity can increase to 539 cases per day




Annexure

Check list

Date

Case Number

uw

UW Level

Start Time

Sum Insured

Type of product

Type of Business

Time spent on Excel

Non Value Added Activities

Multiple tab movements

Release case takes you back to manage proposal page

Lack of SOP communication

Need to review proposal of case of another UW




System log out

System hang (>30sec)

CF premium mismatch need to refresh multiple times

PED addition

Separate client id

Labs of own choice

Authority not given (5)

Double loading entry

Incorrect PPMC report

No PPMC report

BRMS no output

Wrong bucket movement

STP case marked as NSTP

Other observed NVA activity (Mention)

End time

Total Time Taken to close case in mins ( start time —end time)

Notes
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