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Introduction

o 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).

o 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.

o The out of pocket health expenditure in India remains high, with only 1.5-2 %
covered by insurance providers.
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Underwriting

» Insurance underwriters evaluate the risk and exposures of
potential clients.

» Each insurance company has its own set of underwriting
guidelines to help the underwriter determine whether or not the
company should accept the risk.

» The information used to evaluate the risk of an applicant for
insurance will depend on the type of plan and coverage involved.




Principlesof UW
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 Product pricing & claim
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Types of UW:

Medical underwriting
Financial
underwriting

Field underwriting

Tele underwriting

Source: Basics of Health Insurance I1C-35, Chapter 4 Health
Insurance and Underwriting Principles. p 113, l 4.
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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% .
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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.




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:

v The step transforms the item towards completion.
v The step is done right the first time (no rework).
v 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.




Rationale

> Identifying Non Value added activities will help to manage or

eliminate them.

> Help to eliminate avoidable activities such that process efficiency

can be improved.

> Furthermore it will help to reduce the time to process a case from
the time it reaches the UW bucket to the time a decision is made

and case is moved further.




Research Question

» Which are the Non-Value Added activities associated with the
underwriting process of the company and how do they affect the process?




Objectives

» To map the retail underwriting process (production).

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




Methodology

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

o Followed by noting down the observed challenges in the process.

o The second half of the study included quantifying the challenges.

o Study Type: Descriptive Cross Sectional

o Datatype: Primary

o Tool: Checklist

o Samples: 203

o Time period for data collection: Three weeks

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

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




Non Value Added Activities Criteria

o Activities have been identified as Non Value added activities as per following
criteria:

o Don’t contribute to decision making.
o Repetitive actions/steps: repeating a step more than once.
o Causing system lag of over 30 seconds.

o Activities that prevent UW from moving to next step.




LL.imitations

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

o 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.

o Certain UW remained unavailable for study on technical grounds.

o 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.
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Process mapping

o Cases may be Straight through pass (STP) or Non Straight through pass
(NSTP).

o Casesthat 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.

o 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.
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Data Analysis

o The average TAT of the process was found to be 6.5 minutes/case
Irrespective of the type of product, UW experience and skill, (excluding
PPMC cases) based on 203 primary samples.
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Renewal

TAT as per Business T'ype

* Renewal business cases take approx.
TAT as per businesstype 2 mins lesser time than new business
° cases.

* Rollover cases take about a minute
more than new business cases.

* Rollover policies include steps like
checking previous policy, inception
date, portability benefit, type of policy

Hew business Rotlover being rolled over(group/retail),
members covered, PED applicable,
existing Sl, h/o claim taken and role of

occupation.
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TAT by Product

The most popular products of the
company were compared with the
overall average TAT.

It was found that a particular product C
took longer than average to process.

The average overall TAT was found to be
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.




Variation in TAT as per UW and UW authority level

»Factors affecting TAT wrt UW and
authority level-

- ExXperience

- Acquaintance with system

o Typing skill

o Approach

- Complexity of case

- Other external factors (Laptop,

environment)
»Senior UW may be able to dodge

effects of NVA better than mid and
junior level UW

»Dynamic allocation of cases based on
efficiency of UW can be looked into.
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Non Value Added Activities

o NVA Activities can be divided into IT and Non IT

issues.

o Both together were found to contribute to 30% of the
whole process.

o In asample size of 203 cases, total NVA time was

about 2 minutes per case. 70%

o Henceifboththe IT and Non IT issues are resolved,

TAT can be reduced to about 5 minutes per case.

Overall
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9o Distribution of Non Value Added Activities
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Overview of Non Value Added Activities

Ootime per total

Error %9 (out of 203 IS roIdI:llz:i(\:rti: n(No improvedDaily
Challenge = added (6.5 P y productivity UW saved
samples) of extra cases
hours of NVA (cases per day)
time) per UW per day)
Mamtamsl,?li éEtxcel Base 100% 489% 3 85 11
Rework of cases of
169¢ 0t 1 1
another UW 6% 6% 6 0

Multiple tab movements o4% 20% 3 24 0.4
Communication 4906 10% 1 (4 0.1

IT bugs 58% 169% 3 26 0.5
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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 3underwriter, TAT can be
reduced from 5.4 min to 3.7 mins, from
6.1mins to 4.5 min and from 7 to 5.5
min for a level 2 and level 1 underwriter

respectively.

Time in mins

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

o 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.

o Currently an UW spends almost 2 hours per day on NVA activities.

o Ifthese activities are eliminated, the productivity of each UW can increase by 16
cases per day.

o Overall number of UW can be reduced from 8 to 6.

o Total productivity can increase to 539 cases per day.




suggestions

o 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.

o 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.

o Prompt resolution of IT bugs.
o Automation of certain cases by rating method.

o Establish SOP for single line of inter departmental communication.
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