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Third Party Administrator

• Third Party Administrator (TPA)  

– Health Services Regulation came into being in 2001

• TPA came into existence for betterment of health 
services administration 

• They are expected to meet the cost and quality 
issues of health care providers and receivers 

• The basic role of TPA 

– functions as an intermediary between the insurer and 
insured, and 

– facilitate cashless service to the insured
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Third Party Administrator

• TPAs follow the following steps:

– All the records of the insurance policies will be transferred 
to the TPA by the insurance company

– The TPA will issue I-card to insured

• This is to be shown to the hospital before availing any 
hospitalization service

– In case of a claim, the insured to inform the TPA on a 24-
hour toll-free line provided by the TPA

– TPA directs the insured to the hospital where tie-up 
arrangement with the hospital exists

– TPA issues an authorization letter to the hospital for 
treatment and will pay for the treatment
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Third Party Administrator

– TPA tracks the case of the insured at the hospital and at the 
point of discharge

• All bills are sent to the TPA by the hospital

– All payments to the hospital are made by the TPA

– TPA sends all documents for the claim to the insurer

– Insurer reimburses the TPA

– TPAs receive a commission of 5.5% of premium amount from 
the insurance company

• IRDA Regulation of August 2016

– This regulation has made health insurance more user friendly

– The regulation also aims at protection of interest of the insured
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Marketing and Servicing of Health 
Insurance

• Factors that influence purchase of health 
insurance policies:

– Health insurance penetration is higher among affluent 
segments, in metros and in the West zone

– Online purchase of health insurance policies is higher 
than even a highly penetrated category like life 
insurance

– Quick claim settlement and agent knowledge of the 
product are key factors driving consumers choice of 
health insurance
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Marketing of Health Insurance

• The traditional 4 Ps model is applicable for health insurance 
marketing

• A Survey revealed the following:

– The main customer segments include middle class families with 
children

• The key insured between ages 35 to 55

– Big corporate  take group insurance  for their Employee

• This permitted cost economies

– The claims to premium ratio ranges between 50% and 130%

– The retention rate averages at 80%

– The frauds range between 60 and 150

• Some insurers suspected a higher number
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Marketing of Health Insurance

• Urgent requirements for Indian health insurance 
industry for increasing penetration

– Right pricing strategy based on accurate risk 
assessment and underwriting skills

– Customer satisfaction with respect to efficient and 
quick claim settlement

– Increasing professionalism among agents and brokers, 
and

– Enhanced and improved service provided by the Third 
Party Administrators
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Marketing of Health Insurance

– The most effective channels of communication are 
Television and News Paper

– The most effective channels of distribution are:

• Bancassurance across  urban and rural segments, and

• Postal services specifically for rural sector

• Market Segmentation

– Any marketers would like to know which segment of 
the population is likely to consume the product

– Now a new and more objective methodology has 
come. 

• This index is known as: Household Potential Index
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Marketing of Health Insurance

• By using the HPI concept, there is a measure that 
distinguishes the following beautifully in Urban as well 
as Rural India.

a) Upper most segment

• Consisting of the consuming class (the lakhpathis or crorepathis
who also spend and consume) 

b) Middle segment

• which is the core target for growth of very many categories

c) The lower most segment, 

• which is the “volume generator” for many FMCG categories and 
lower end durables and services
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• Marketing Strategy

– Emphasize service and support.

– Build a partnership business based on account selling.

– Focus on senior, claims-free personal lines business 

and the profitable, well-run, small family business.

– Target small, non-franchise business that does not 

have access to group insurance plans.

– Investigate acquiring other brokerages in the area.

Marketing Strategy for Health 
Insurance
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Marketing of Health Insurance

• Product

– The product design aspects of health insurance are:

• Hazards in claim settlement

– This was considered as a hindrance for 70% of a population in a 
survey

• Information Lag 

– 60 % of population sampled claimed information lag was a 
hindrance in their selection of the product

– This arises from unclear and in-transparent policy contract

– Complex and hidden clauses in contract

• Several other aspects that need to be considered in product 
design
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Marketing of Health Insurance

• Pricing Criteria

– A health insurers cost sheet looks as under:

Premium Rs 100

Less Commission paid Rs 17.50

TPA Rs 10.00

Net Rs 72.5

Claim Rs 140 to Rs 150

Loss Rs. 107.5
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• From the table it can be seen that this pricing of 
insurance is not viable for the insurers

• If a cost plus strategy is adopted then the 
premium will be so high that selling the product  
will be restricted

• However, in a risk pooling scenario, it is not that 
every insured person has to be paid 

– Only those insured persons who have incurred 
expenses shall be claiming

– The underwriters have to decide what would be 
premium in view of the risks involved

Marketing of Health Insurance
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• A mixture of “Pull” and “Push” strategy may be used by the insurers 
as distribution channels

– Push strategy is appropriate 

• Where there is low brand loyalty

• Brand choice is made in the store

• The product is an impulse item, and

• Product benefits are well understood

– Pull strategy is appropriate 

• When there is high brand loyalty

– And high involvement in the category

• When people perceive differences between brands

• When people choose the brand before they go to the strore

Marketing of Health Insurance 
(Distribution Channels)

)
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• The reasons for using both pull and push strategy 
are as under:

– Pull because an insurance policy is a high involvement 
product

– Push because customers prefer to adopt policies on a 
trial and error basis

• Insurance Brokers, Agents and their role

– The concept of broker was introduced in 2002

– This is still at a nascent state

Marketing of Health Insurance 
(Distribution Channels)

)
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• Individual Agents

– A licensed individual agent is one who has 

• undergone requisite training, 

• passed an examination and been duly licensed by IRDA to sell insurance 
polices to the public and 

• provide after-sales service including assisting at the time of a claim. 

– Licence may be for life and/or, general insurance. 

– In addition to representing one life insurance company and 
one non-life insurance company an agent can also represent 

• One standalone health insurance company

• Agriculture Insurance Company of India for selling crop insurance, and

• Export Credit Guarantee Corporation of India for credit insurance.

Marketing of Health Insurance 
(Distribution Channels)

)
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• As per IRDA (Insurance Broker) Regulation, 2013

– "Insurance broker" means 

• a person for the time-being licensed by the Authority under regulation 15,

• who for remuneration arranges insurance contracts with insurance 
companies and/ or 

• reinsurance companies on behalf of its clients. 

– There are various categories of insurance brokers:

• direct broker(life) 

• direct broker(general) 

• direct broker(life & general) 

• reinsurance broker 

• composite broker

Marketing of Health Insurance 
(Distribution Channels)
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• Functions of a direct broker include the following: 

– Obtaining detailed information of the client's business and risk 
management philosophy; 

– Familiarizing himself with the client's business and underwriting 
information so that this can be explained to an insurer and 
others; 

– Rendering advice on appropriate insurance cover and terms; 

– Maintaining detailed knowledge of available insurance markets, 
as may be applicable; 

– Submitting quotation received from insurer/s for consideration 
of a client; 

Marketing of Health Insurance 
(Distribution Channels)
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– Providing requisite underwriting information as required 
by an insurer in assessing the risk to decide pricing terms 
and conditions for cover; 

– Acting promptly on instructions from a client and providing 
him written acknowledgements and progress reports; 

– Assisting clients in paying premium under section 64VB of 
Insurance Act, 1938 (4 of 1938); 

– Providing services related to insurance consultancy and 
risk management; 

– Assisting in the negotiation of the claims; and 

– Maintaining proper records of claims; 

Marketing of Health Insurance 
(Distribution Channels)
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• Brokers will bring the following to the client

– Peace of mind and tranquillity.

– Take care of the entire documentation, especially 

as far as the claims portfolio is concerned.

– Quality of service is regularly upgraded.

– Contract certainty:

• clearly defining and explaining all clauses and 

conditions,

Marketing of Health Insurance 
(Distribution Channels)
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– Helping interpret all aspects of the contract, 

• making what-if scenarios for the client and 

• thereby minimizing the tendency of grievance 
occurrence.

– Value added services like: 

• asset valuation, 

• human resource management, 

• calculating the life displacement cost 

– This is the discounted cash flow of future earnings in a life 
investment plan

Marketing of Health Insurance 
(Distribution Channels)

21

• Brokers will bring the following to the insurer

– Fair competition amongst insurers by representing the customer 
rather than the insurer,

– Sound rating of risks,

– Reduction in marketing time and costs; improving response time 
and market

– knowledge of the insurer by virtue of their proximity to the 
customers and fair representation of the customers,

– Develop or co-produce the products suited for the market,

– Selling the right product to the right person based on the apt 
understanding of risk appetite of the clients and knowledge and 
experience in risk rating.

Marketing of Health Insurance 
(Distribution Channels)
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• Communication Strategy

– Service communications is a tool for value delivery in 
the marketing value chain 

– This alters 

• customers’ brand image, 

• customers’ perceived service quality and 

• customer’s behavior directly; 

• thereby altering the marketing and firm value

– Television advertisement is the most used channel for 
promoting health insurance

Marketing of Health Insurance 
(Distribution Channels)

23 24



11/20/2016

5

1. G Chandrayya. Opportunities and Challenges of Insurance Industry in India. IJAR, 
Vol 2(3), April-June, 2015

2. Dionne G. Handbook of Insurance. 2nd ed. Springer; 2013

3. N Dewan. Indian Life and Health Insurance Industry – A marketing approach. 
2008. Springer Science+Business Media

4. MA Green, JC Rowell. A Guide to Billing and Reimbursement, 10th Ed. 2008. 
Delmar, CENGAGE Learning, Australia

5. D Brill. Understanding Health Insurance. IDG Books Worldwide, Inc. 1999

6. Hassel-Free Health Coverage.  Ebook. Silver Lake Publishing, Los Angeles

7. Planning Commission. Critical Assessment of the Existing Health Insurance Models 
in India. Public Health Foundation of India, 2011. New Delhi

8. N Devadasan, Ed. Planning and Implementing Health Insurance Programmes in 
India – An Operational Guide. 2006. IPH, Bangalore

9. IRDA. Handbook on Health Insurance

Bibliography

25


