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S echatess ™.

Antony Jacoh, CEQ, Apollo Munich Health Insurance,
talks to Dr Amit Kapoor about the growing need for
health insurance in India and the fact that the young
population should wake up in time to the need of

mediclaim benefits

Tell us about the industry in which you
operate.

The healthcare industry in India is
pegged at about $60 billion current-
ly and it is expected to touch $220
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billion in 2020. The important thing
to think about is, how is this expen-
diture going to be financed? Can
the government fund this? Maybe
it can for those who are economi-
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cally disadvantaged but definitely
not for all citizens. Therefore, you
have a choice of funding this from
your savings, a big financial risk, or
by transferring this risk to a health
insurance company. Today, 80%
of spends come from savings and
health insurance has a 4% penetra-
tion. But the industry looks set to
grow at a fast pace in future.

What problems will India face in
terms of health?
The average age in India is signifi-



“Ihere ts no viable
substitule for heallh
insurance”

cantly lower than most developing
countries and developed countries,
which is an asset. But this could
actually become a liability 40 to 50
years from now, for two reasons.

The first I've already mentioned.
Who will fund the healthcare re-
quirements of the people of India?
The second is the issue of elderly
care, which is negligible at the mo-
ment. Also, there is a big increase
in the incidence of lifestyle diseas-
es like diabetes and hypertension.
These can lead to long-term issues
for the country and could even jeop-
ardise future growth.

Why is health insurance penetration
50 low?

If 1.1 billion is the total population,
the middle class is about 400 mil-
lion. Of this, only 10% of the mid-
dle class has insurance, which is a
poor 4% when worked out on the to-
tal population. But, the good news
is that it's growing.

I think there are several reasons
for why it is low. One, the average
Indian consumer is living in denial
that “nothing will happen to me.”
Two, the average Indian consum-
er doesn’t believe he needs to buy
health insurance in advance. He
thinks of health insurance if there is
a problem. Three, the performance

of the health insurance industry in
the last 15 years has not been bril-
liant from a customer service point
of view. There is also the challenge
of cost-effective distribution.

What's your opinion on a very low-
priced healthcare insurance, some-
thing like T1 or T10 a day?
Below the poverty line, there isa role
for private sector insurance compa-
nies in terms of administering the
insurance scheme and we do that
through the Rashtriya Swasthya
Bima Yojna, which is there in almost
every state. Above the poverty line
there are different segments. There
are a significant number of people
in the bracket just above the pov-
erty line who also need insurance,
and for them what we need to de-
sign is very low price products that
still provide reasonable coverage.
We are strong in product design.
And, if you give me access through
a public sector bank or a coopera-
tive bank, I can reach the masses
virtually overnight.

Why are you not allowed to sell poll-
cies through the post office?

We are allowed to go through the
post offices but the people who man
them have a certain core job to do.
It’s time consuming to train them
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Consumers paid from their own

pocket or joined some government

schemes such as the CGHS or €SI

Health insurance was limited and a
loss-making business
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The health insurance segment Is
growing at 20% per year, so more
players are entering the fray, Nearly
5% of India’s healthcare expenditure
is being financed by health insurance
companies
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Healthcare expenditure will touch
$220 billion by 2020 leading to

further growth in health insurance.

Source: Imteriewers’ analysis
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~— JUNKTHE JARGON

Apollo Munich believes in simplifying the jargon that creeps in to health insurance forms and contracts. The
company motivates staff with slogans to explain its strategy.

CASHLESS
: 'TROUBLE OUT OF
‘FEAR OUT OF THE FACES' ‘JARGON OUT OF WORDS’ ‘BITTER OUT OF MEDICINE’ TREATMENT'
Make people fearless about | Presenting the simplest . Incentivising people to take | Offers cashless facility by
healthcare and related brochures so that the . care of their health by giving | setting up a wide network
issues. Encourages pre-policy ~ documentation is easily © incentives such as regular of about 4,500 hospitals in
check-ups. understood. . health check-ups. about 800 cities.

to sell private health insurance. The
strike rate and the opportunity to
conclude a sale in the banking side
are much better than a post office.

How do you think the internet will re-
shape the industry?

The internet certainly helps but it’s
unlikely to be a significant channel
for any insurance company in the
next four or five years. But it could
change in the 10-20 year period be-
cause today’s young population, in
the 15-22 year age group, will be the
buyers of insurance products via
the net later.

How big do you think the Indian health
insurance industry is going to be?

It is $3 billion (215,000 crore) now.
Health insurance is growing at 20%
and will reach around $13 billion
by 2020. So, it is growing at a faster
rate than the healthcare industry
but, even with that growth, you are
talking about a funding gap of over
$200 billion. The gap in rupees crore
is so significant that the Indian gov-
ernment will have a serious issue in
terms of financing healthcare.

What's your market share?
Now, in our fourth year, we expect

450 crore to T500 crore. Over the
next five years, we will grow the
health insurance business at a com-
pounded rate of 30-40% per annum.

What were the strategic choices made
by the company?

Historically, health insurance in
this country has been a loss-mak-
ing proposition. Claims ratios are
anywhere between 100% and 140%.
So, we focus on profitable group ac-
counts that understand our value
proposition and, predominantly, we
are focusing on retail insurance,

What's your competitive advantage?
It is designing products, pricing
them right, and then servicing the
claims. That is because we can le-
verage our parentage of the largest
composite health insurer globally

(Munich Health) and of Apollo Hos- |

The average
consumer in
India is living
in denial that
“nolthing will
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pitals, one of Asia’s largest health-
care providers. We know healthcare
and health insurance, and this gives
us the competitve edge.

Is insurance portability a good move?
Insurance portability is the right
way forward. We had introduced
partial portability from day one, al-
most three years before it became
a mandatory requirement. We be-
lieve that it’s the right thing from
the customer's point view.

Who's your competition?

Our competition is mainly other
specialist health insurance compa-
nies, both private and public, gen-
eral insurance companies and life
insurance companies.

Is the market crowded?

No. I think between life, non-life,
and health insurance specialists the
number of players is over 50. In the
developed markets there are hun-
dreds of players.

What are your substitutes within the
health insurance industry?

There is no viable substitute for
health insurance. The only option
that can be explored is depleting
your life savings. @



