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Health Insurance: Penetration and Awareness in 
Punjab 

ABSTRACT 

*Ms. Tishey Rakshita 
** Ms. Paya / Arora 

Indian insurance markets are among the fas test growing markets in th e world. Health insurance is one of the world 's fastest 
growing insurance products. Thus health in surance is having the h ighest growth potential in India with 1.15 bn population. 
But the growth potential of health in surance has alway remained untapped in India for many reasons. Hea lth care is 
finan ced through general tax revenue, community financing, out of pocket payment and social and private health insurance 
schemes. India spends about 4.9 % of GDP on health (WHR, 2002). The per capita total expenditure on health in India is 
US$ 23, of which the per capita Government expenditure on hea lth is US$ 4 . Hence, it is seen that the total health 
expenditure is around 4 .9% of GDP, with breakdown of public expend iture (0. 9%); private expend iture (4.0%). The private 
expenditu re ca n be further classified as out-of-pocket (OOP) expend iture (3. 6%) and emp loyees/community financing 
(0.4%) . It is thus ev ident that publi c hea lth investm ent has been comparatively low. Thi s paper attempts to analy e 
awareness of health in surance and various reasons of low penetration in Punj ab like less promoti onal measure, high 

laim ratio, in reas ing litigation with cu tomers, dissati fa tion among the insuring public for loading of premium as well 
as reject ion of claims, delay by the TPA's to process cashl ess hospitalisation , delay by insurers in payments to TPA 's and 
overcharging by hospitals to in sureds. 

Keywords: Reasons of low penetra tion of hea lth insurance, promotional m easures, litigation with customers 

INTRODUCTION 

H ealth insurance in Indi a developed quite late as 
compa red to developed countri es. Voluntary health 
insurance, also ailed medi laim insuran e tarted in 1986. 
These pol icies were old by subsidiaries of General Insurance 
Corporation (G IC). The potential for life insurance is very 
large in India. Currently le than 15 percent of the Indian 
populat ion has some kind of health insurance cover. Thi s 
incl udes those covered under the central government hea lth 
scheme (four million beneficiaries) , the railways health 

heme (1.2 million) and the employees state insu rance 
scheme (0.3 milli on). Furth er, a study state that out of 312 
million insurabl e people only 65 million peopl e are insu red. 
It is noteworthy that more than 40 percent of indiv idual 
w ho are hospi talized in Ind ia every year either borrow money 
or se l I assets to cover the cost of hea lth are. The above 
discussion c lear ly reveals that hea lth insurance has low 
penetration in India. Therefore, there is a need to create 
awareness about the immen e benefit of health insurance in 
India. 

With the o pen in g of th e insu rance ector , it was 
esti mated that hea lth insurance will improve significant ly, 
with a popu la ti on of ove r a bi 11 io n , its rather sad that 
health in suran e has not penetrated much in India, although 
it offers huge potenti al for hea lth insurance products. Thi s 
study aims at analyzi ng rea ons fo r low penetrati on of hea lth 
in urance sector in spite of th e economic growth of 7-8 
percent whi ch has brought relati ve prosperity in the lower 
middle income groups of peopl e with increased consc iousness 
for better health ca re. 

Thi s article will address the iss ues of low penetration 
of health insurance in Punjab and how it can be overcome 
so that both th e demand side (consumer) and the supply 
side (companies) can co ntribute towards the deep penetration 
of health insurance products in Pun jab. This study will al so 
determine the causes for its low penetration in Ind ia in 
general. 

REVI EW O F LITERATURE 

Both macro and micro studies on the use of health care 
servi ces show that the poor and disadvantaged sections are 
forced to spend a higher proportion of their income on 
hea lth ca re than the better off. The burden of treatment is 
particu lar ly undul y large on them when seeking inpatient 
care (Visaria and Cumber 1994; Cumber 1997). 

Estimates based on a large-scale health ca re utilization 
survey of 1993 suggest that overall about six per cent of the 
household income is pent on cu rative care which amounts 
to Rs. 25 0 per ca pita per annum (Shari ff et al. 1999).One 
analysi suggests that the ex isting vo luntary hea lth insurance 
plans cover only 55-67 per cent of the total hospital isation 
cost and in al l just 10-20 per cent of the total outpa tient 
ca re bu rden on househo lds (Cumber 2000a). 

Gender bi as in hea lth ca re use continues to persist with 
men havi ng better acce s to fac il ity as compared to women 
due to va ri ous socio-economic and cul tural reason . M ore 
specifica ll y, poor women are most vulnerable to diseases 
and ill-hea lth due to li vi ng in unhygienic cond iti ons, heavy 
burden of child bearing, low emphasis on their own health 
ca re needs, and severe constraints in seeking hea lth ca re for 
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them se lves. Instituti onal arrangements have so fa r been 
lacking in correcting these gender differenti als. A pi oneer 
stud y undertaken by Gumber and Kulkarni (2 000) has 
carefull y looked into issues related to the availability and 
needs of hea lth in surance cove rage fo r the poor, espec iall y 
the w omen, and the likely constraints in extending current 
hea lth in surance benefits to workers of the in fo rmal sector. 

Around 24 % of all people hospitali zed in India in a 
single yea r fa ll be low the poverty line due to hospitali zati on. 
An analys is of financ ing of hospi ta li zati on shows that large 
propo rti on of people; espec iall y those in the bottom fo ur 
inco me quintil es borrow money or se ll assets to pay fo r 
hospi ta li zati on (W orld Bank, 2002) . 

G iven that in surance companies are large and almost 
monopo ly setting the consumers is treated as secondary and 
they do not have opportunity to negotiate the terms and 
conditi ons o f a contract. M any times insurance companies 
do not stri c tl y fo ll ow the conditions in all cases and thi s 
create confusion and d ispu tes. (S hah M 1999) 

H ea lth Insurance schemes are inc reas ingly recogni zed 
as preferable mechani sm to fin ance hea lth care p rov is ion . 
Other altern ative3 such as cost recovery strateg ies and user 
fees have been c riti c ized (Gilson 1998, Sauerborn , Nougtara 
et al. 1994) on grounds that it affects access to care. The 
opti o n insurance seems to be a promisin g alternative as it 
pools and transfers ri sk of un fo reseeable hea lth ca re cost for 
a pre-determined fi xed premium (Gri ffin 1992) 

Studies have found a very strong link between hea lth 
and incom e( fo r low- income levels) poor are th e m ost 
susceptible to a health shock(CMH 2001 , M o rri sson 2002) 

The lite rature revi ew suggests that income is one of the 
impo rtant d eterminant of purc hase of hea lth in surance 
(Scotton 1969, Cameron, Tri vedi et al. 1988, Savage and 
Wri ght 1999) 

In India knowledge and awareness about health insurance 
could be important facto r fo r hea lth in surance purchase 
dec ision. Very few studies have tri ed to analyze reason fo r 
low penetrati on of hea lth insurance in India ( W adhwan 
198 7, Elli s 2000, Bhat and M av lankar 2001 ) 

The v iew of ro le of education in health dec ision-making 
has bee n w ell d ocum ented b y G ro ss m an (l 9 72) and 
Muurinen (1982). The impli cation is that not o nl y is a 
better educated person likely to be healthier which wo uld 
lower the probability of insurance, but also he/she likely to 
be better informed about both the servi ces available in the 
public hospital system and the benefits of jo ining a pri vate 
health insurance fund . 

Another set of facto rs which are found important in the 
literature of the hea lth in surance are demographi c and 
econo mic vari abl es. These variabl es are employment, age, 
marital status and gender. The avai I abl e ev idences suggests 
th at soci oeconomi c vari abl es act o n th e c ho ice in th e 
expected ways. Those who are employed and are on executive 
pos ition s are I ikely to purchase insurance(Butler 1999; Savage 
and Wri ght 1999). M arri ed Respo ndents are more likely to 
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take o ut coverage (Ca meron & M cca llum 1995), th ough 
famil y size apperntl y has bee n a littl e influence on the 
purchase dec ision(Camero n and Tri ved i 199 1 ). Age has also 
been shown to have a significa nt influence on insurance 
c ho ice. Age has a lso bee n fo und hav in g pos itive and 
signifi cant impact on the p robab ili ty of hav ing insurance 
cover(Camero n. Tri ved i et al. 1988, Ngui , Burrows et al. 
1989, Savage and Wri ghtl 999). 

The pub I ic expend iture on hea lth is less than 1 percent 
o f GDP(Bhat and jain 2005) . A lso more than 80 percent of 
tota l hea lth care expenditure is o ut of pocket expend iture. 
Reliance on o ut of pocket payments is ineffic ient and it is 
also un fa ir fo r the poor o n w ho m the burden of d isease fa ll 
mo re than proporti onately (Ahuja 200 5). Chann eling these 
hi gh private expenditures th ro ugh insurance system is rea l 
challenge in Ind ian context.(G umber and Kulkarni 2000). 

Suj atha Rao(2004) di scusses the issues and challenges 
fo r hea lth insurance secto r in Ind ia. She fo und f in anc in g to 
be the most important compo nent to improve hea lth system 
in India and advocated that the hea lth insurance shou ld be 
given very high pri o rity by the government as a financ ing 
m echani sm . 

RESEARCH METHODOLOGY 

The resea rch des ign is parti all y ex pl oratory and parti all y 
descripti ve in nature. Th e sampling process is rando m 
sampling. Th e data is co ll ected from both prim ary and 
secondary sources. The primary data is gathered through a 
survey co ndu c ted with a a id o f se lf admini ste red 
questio nnaire w ith a view to get in fo rmation fro m the demand 
side i.e. consumers. Th e sample size compri ses of 150 
respondents who have to fulfil two c riteri ons w hi ch are as 
fo ll ow s 

• O ne mu st be above 25 years of age. 

• O ne must be earnin g. 

Objectives 

• A deta il ed study of the background gives the fo ll owing 
feas ible obj ecti ves: 

• To determine the va rious ca uses of low penetrati on of 
hea lth insurance in Punjab State. 

• To determine the awareness of health in surance amo ng 
the populati on of Punj ab State. 

• To recommend va riou s m easures to th e in surance 
companies to improve their penetration in Punj ab State . 

Limitations of the study 

• The research fau•d several limitation s. The findin gs w ere 
suggesti ve and co uld not be treated as generalizati o n 
due to several reasons which are as fo llow s: 

• Th e res p o nde nts w e re se lected rand o ml y, so a ll 
limitati o n s pe rt a inin g t o rand o m sa mplin g a re 
applica bl e. 

• Sample was convenience sampling, so it m ay not be a 
true representative of th e actual popul ati o n. 



• Sample size was not evenly distributed, so could not 
g ive a very c lear picture about the f indings in th e 
different strata. 

• Since thi s product was not very famous in the market 
much data is not ava ilab le. 

ANALYSIS AND INTERPRETATION 

Vast amount of scattered and undifferenti ated data is 
transformed into va luab le information database with the 
help of analysis using some stati st ica l too ls Th e fo llow ing 
in fo rmation was gathered from the analys is o f data:. 

Respondents in the age group of 25 to 35 were hav ing 
th e m ax imum (45. 4 %) o f the to ta l number of hea lth 
insurance cove rs whi le the age groups of 55 and above were 
having the minimum number of hea lth insurance pol ic ies. 
Thi s shows that young peop le are more aware of hea lth 
in surance (Table l &2) .The M ale gender dominates the hea lth 
insurance market. Out of the general male - fema le rati o of 
62:38, male - fema le rati o holding hea lth insurance was 
81 :19. It ca n, th erefore be ded uced that hea lth insurance is 
more popu lar among males. 

(Tab le3&4). lt was also observed that hea lth in surance is 
more popu lar amongst more qualified respondents. It w as 
found that out of all respondents having hea lth in surance 
po li c ies, 63 .7% were graduates and above(Tabl e5) 

Hea lth insurance was more common among marri ed 
respondents as compared to singles. It was observed that 
82 % of respondents hav ing hea lth insurance were marri ed 
(Table6). It was ob se rved th at from th e tota l of 22 
respondents who were covered under hea lth insurance, 15 
had dependents also. But out of that 15, onl y 3 respondents 
have covered dependents under hea lth in surance(Tabl e7). 
So, it ca n be concluded that cove rin g dependents under 
hea lth insurance is not popu lar. 

The majority of the respondents who are covered under 
hea lth insurance be long to government sector compani es. 
Thi s may be due to the fact that most government author iti es 
cover their employees under one or the other hea lth insurance 
scheme. Results also showed that out of the tota l respondents 
covered under hea lth insurance, 63 .6% were employed in 
the public sector(Table8). There is an inverse relati onship 
between increas ing income and hea lth in surance. Thi s can 
be concl uded beca use th e results have shown that 54.5% of 
respondents hav ing hea lth in surance belong to income level 
of less than 3 lakh a yea r, 3 1.8 % of the respondents 
hav ing hea lth insurance fa lls in the b racket of 3 to 6 lakhs 
per yea r. Further, a mere 13.7% of the respondents hav ing 
hea lth insurance are from the income bracket of 6 lakhs an 
above(Table9). So, it can be concluded that if a person's 
income is increas ing, the need fo r hea lth insurance fa ll s. 
Thi s is exact ly w hat Sethi (2005) has mentioned in hi s 
book. 

Respondents have ranked th e importance of hea lth 
insurance in the fo ll owing hierarchy : 
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1. Contingenc ies 

2. Tax benefits 

3. Statuto ry requirement 

Th e resu lts showed that respondents who were hav ing 
hospitali zation expen ses less than 25000 Rs were having 
maximum number of health insurance polic ies i.e. 72,7%. 
Out of 26 respondents hav ing hospitali zat ion expenses 
between 25000 Rs to 50000 Rs, only 6 respondents were 
covered under hea lth insurance. Further, 6 respondents who 
showed their hospita li zation expenditure between 50000 Rs 
to 100000 Rs do not have any health cover(Tab le l 0). 28% 
of the respondents were fou nd to be confused between life 
and health in surance as they did not know the d ifference 
between the two(Tabl el 1 ).Out of respondents who had hea lth 
insurance po licies, most motivating facto r was tax benefit 
fo ll owed by sa fe ty and sec urity and e limin ation of 
dependence.(Table 12). 

Even out of non ho lders onl y 46% want to purchase a 
po li cy. Thi s shows lack of awa reness and interest. Th e 
respondents w ho had hea lth insurance in their past ranked 
the reasons for non -renewal of their hea lth insurance schemes 
as fo l lows(Tab le 14) : 

1. Lack of promotional activiti es 2. Same old products 
3. Claim settlement 4. Stri ngent policies 5. Ineffic iencies of 
insu rance compani es 6 . High cost of the po li cies 7. Poor 
d istributi on reach. 

It was observed that 80 respondents (i.e. 53.3%) were 
not even aware of hea lth in urance schemes and polic ies; 
w hereas 23 respondents (i .e. 22.3 %), who did not have 
hea lth in surance cover were aware about hea lth insurance 
schemes and polic ies (Table l 5). The remaining had hea lth 
insurance, so the question of awareness did not ari se. 

The respondents who were not having hea lth in surance, 
but we re aware o f it, had ranked va ri ous opt ions w hich had 
made them so aware as fo llows(Table l 6): 

1. Med ia (Telev ision, Rad io, Newspaper, Magaz ines 
etc) 2. Insurance Agents 3. Doctors 4. Fri ends/Relat ives 5. 
Intern et 

Further 43.5% of respondents say that th e products are 
not innovative and that's w hy th ey do not buy hea lth 
insurance products; 21.7% don 't fee l the need to buy any. 
17.4% have sa id th at they find it costl y whi le the sa me 
percentage of respondents expressed that they do not know 
from w here to buy(Tab lel 7). 

RECOMMENDATIONS 

The capital requirement for health insurance companies 
shou ld be reduced to Rs 25 crore from the current Rs 100 
crore. Thi s is because the. present Rs 100-cro re req uirement 
is a deterrent since a larger cap ital req uirement w ill b ring in 
addit ional cost associated w ith such capita l li ke interest, 
etc. Vari ous studi es also show that insurance companies are 
reluctant to enter th e Indian insurance market with the 
stated capital req uirement. 
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• Complete stati stica l database must be ava ilable to each 
and eve ry insurance company. This will he lp them to 
understand the market conditions and come up with new 
innovative products which are low in price and yet satisfy 
the needs of the customers. 

• The foreign direct investment (FDI ) limit should be 
raised to 51 per cent from the existing 26 per cent. Thi s 
wou ld attract global health insurance players and encourage 
them to take a long-term perspect ive of their investments in 
th e country . With the arrival of global co mpanies the 
standard of operations wi ll improve, giv ing ri se to hea lthy 
competition in the Indian in su rance industry. The customer 
will enjoy the benefits in terms of price and quality of 
servi ce. 

• Grading and acc red itation of hosp ital s and hea lth 
providers shou Id be done. The parameters used to eva luate 
the hospita ls wou ld include med ica l specia lties (eva luated 
on the avai lability of equipment, and qualification adequacy 
of med ica l personnel). Thi s wil l help in standard izing the 
treatment for the customer, which wil l resu lt in less of 
claim rej ections and, in turn lead to a hea lthy relation ship 
between insu rer and insured which is missing in the current 
scenario. 

• Insurance companies should sta rt advertising hea lth 
insurance on a large scale so that they can reach those 
people who are sti ll unaware about health insurance schemes 
and policies. This will also help the insurance companies 
to sel l th e ir products and pen etrate the market more 
effectively 

CONCLUSION 

In the course of carry ing out the resea rch study, some 
very important aspects have emerged which justify why in 
spite of having a great potential , there is low penetration of 
hea lth insurance in Punj ab. Majority of the respondents 
who are covered under health insurance belong to government 
sector companies. This may be due to the fact that most 
government organizations cover their employees under some 
health insurance scheme or the other. Further, it was found 
some of the respondents did not know the difference between 
the li fe insurance and health insurance. Hence it can be 
concluded that inadequate know ledge and information about 
health insurance has also led to its low penetration. More 
over a huge number of people, who do not have health 
insurance, have no intention of buying it. It was also 
concluded that the people who were holding health insurance 
in the past, do not buy it these days because they feel that 
health insurance schemes are not well promoted, there is 
no new offering from · the insurance companies, they had 
serious problems in getting claims passed, (d) policies are 
not user friendly insurance companies are ineffi cient and 
cost of insurance covers are beyond their reach and the 
poor distribution reach of these policies/schemes . The study 
also concludes that the ·low penetration of health insurance 
is also because of high claim ratios which the insurance 
companies are facing in thi s segment of insurance, because 
of wh ich they are not paying attention towards this loss 
making segment. It is also concluded that the poor statistical 
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database has hit the hea lth insurance sector, and because of 
this, companies do not have nece sary information which is 
req uired to make new, friend ly and comprehensive poli cies. 
It has also been shown that inefficiencies of the hea lth 
insurance companies have resu lted in low penetration of 
hea lth insurance. lnsp ite of sett ling the claims faster, and 
com ing out with new products, insurance compani es have 
cross subsidi zed hea lth insurance with other genera l insurance 
products. They are se lling 'fire ' and 'property insu rance' to 
the public along with huge discounts on health insurance, 
and ultimate ly hamper ing the growth of health insurance 
segment. In the end it can be safe ly co ncluded health 
insurance, despite its great potent ial, has not come out well 
in Punjab. 

ANNEXURES: 

Table 1 

Age -wise breakup of the samp le size 

Age group Number of respondents 

25-35 years 69 

35-45 yea rs 34 

45-55 years 25 

55 years and above 22 

Total 150 

Source: According to author's ca lculations 

Table 2 

percentage 

46 % 

22 .7% 

16.7% 

14.7% 

100% 

Age group with Maximum Number of Hea lth Insurance 
po l icies 

Age group Number of respondents Percentage 

having health insurance 

25-35 10 45.4 % 

35-45 4 18.2 % 

45-55 6 27.3 % 

55 years and above 2 9. 1% 

Total 22 100% 

Table 3 

Gender - wise Break up of the Sample Size 

Gender Number of Respondents Percentage 

Males 93 62% 

Females 57 38% 

Total 150 100% 

Table 4 

Gender with Maximum Number of Health Insurance po licies 

Gender Number of respondents Percentage 

hav ing Health Insurance 

Males 18 81.8 % 

Females 4 18 .2% 

Total 22 100% 



Table 5 

Qua lifi cation s of the respondents having hea lth insurance 
po licy 

Quali ficat ions Number of respondents Percentage 

Matric 3 13.6% 

Higher Secondary 5 22.7% 

Graduates and above 14 63.7% 

Total 22 100% 

Table 6 

The Married vi s-a-v is the Single holding Number of Hea lth 
Insurance Polic ies 

Marital Status N umber of Respondents Percentage 

holding hea lth insurance 

M arri ed 18 81.1 % 

Single 4 18.2% 

Total 22 100% 

Table 7 

Number of Dependents of the Respondents. 

Number of Dependents Number of respondents Percentage 

No dependent 7 3 1.8% 

1-3 dependent 13 59. 1% 

3-6 dependent 2 9 .1% 

Total 22 100% 

Table 8 
Occupational background and number of Hea lth Insu rance 
po li c ies 

O ccupation Number of respondents Percentage 

Self Emp loyed 4 18.2% 

Employed in Public Sector 14 63.6% 

Employed in Private sector 4 18.2% 

Total 22 100% 

Table 9 

Category of Respondents, Inco me wi se, ho ldin g Hea lth 
Insurance 

Annual income N umber of respondents Percentage 

Less than 3 lakhs 12 54.5 % 

3-6 lakh s 7 3 1.8 % 

6 lakhs and above 3 13.7% 

Total 22 100% 

Table 10 
Hosp italizati on Expenses and number of H ea lth Insurance 
po l ic ies 

Hospitali zat ion expenses Number of respondents Percentage 

Less than 25000 Rs 16 72.7% 

25000 Rs-50000 R 6 27.3 % 

50000 R -1 00000 Rs 0 0 % 

100000 Rs and above 0 0 % 

Total 22 100% 
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Table 11 

Know ledge of Di fference between Life Insurance and Hea lth 
Insurance 

Particulars Number of respondents Percentage 

Yes 108 72 % 

No 42 28% 

Tota l 150 100% 

Table 12 

Most important facto r motivating Respondents to buy Hea lth 
Insurance 

Factors moti vated to buy Health Number of respondents 

insurance 

Tax benefits 12 

Safety & security 9 

Eliminates dependence 12 

Total 22 

Table 13 

Intentions of non-insured fo r buy ing Hea lth Insurance 

Intention of buying Number of respondent w ho 

hea lth insurance do not have hea lth insurance Percentage 

Yes 59 46.1% 

No 69 53.9% 

Total 128 100% 

Table 14 

Reason s of non renewal of health insurance po l ic ies by 
those insured in the past 

Reasons Ranks 

Lack of promotiona l activiti es Rank 1 

Sa me old products Rank 2 

Claim sett lement Rank 3 

Strin gent po l icies Rank 4 

Inefficiencies of insurance compan ies Rank 5 

H igh cost of policy Rank 6 

Poor di tri bution reach Rank 7 

Table 15 

Awareness of hea lth insurance amongst non- insured 

Aware of hea lth N umb r of respondents percentage 

insurance w ho neither have no r had 

health insurance in past 

Yes 23 22.3 % 

No 80 77.7 % 

Sample size 103 100% 
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Table 16 

Ranking of options through which non-insured got awareness 

Reasons Ranks 

Media Rank 1 

Agents Rank 2 

Docto rs Rank 3 

Friends/Relatives Rank 4 

Internet Rank 5 

Table 17 

Reasons fo r not bu ying Number of respondents percentage 

health insurance though who neither have nor 

awareness is there had health insurance 

in past 

Don ' t feel th e need 5 21.7 % 

Find it cost ly 4 17.4% 

Non-innovati ve products 10 43. 5 % 

Don 't know from where to buy 4 17.4 % 

Sample size 23 100% 
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