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Introduction
VimoSEWA has made continuous and substantial progress since Oct 2001. However there remain many areas that require improvements to reach viability. Renewal rates have increased but need to reach higher levels; claims costs for health have to be reduced, with the best route being via hospital tie-ups and links to SEWA Health. The cost of administering the programme has to be reduced. All of these components are required to reach viability. The focus of this mission was on the latter aspect, productivity.  The mission was conducted in Ahmedabad on July 28 and August 4 to 14th, 2006 with the VimoSEWA management team.
Since the previous review in March 2006, three important milestones have been achieved.

1. The claims data base is now very clean, meaning that when data is extracted all critical fields have the required data in consistent format. To ensure robust reporting and analysis, the premium enrollment (including FD file matching SEWA Bank) and claims paid must now be reconciled to the financial system.

2. The quarterly campaigns have had success in enrolling 43% as family coverage, an increase from 11% at the January 1, 2006 enrollment date. Husbands insured increased to 63% compared to 42% at January 1, 2006.
3. There has been movement towards a cashless system in Ahmedabad, with some of the positive impact expected such as negotiating lower fees or extra services for members, a lower cost per claim and more appropriate quality treatment.

Some of the important aspects that are still lagging:

1. Regular and consistent overall monitoring

2. Production of quarterly financial statements

3. The appointment of a COO.
During the period of this mission, the monsoons caused widespread flooding over much of Gujarat. VimoSEWA will again have a large amount of flood claims, bringing into question the viability of continuing flood coverage.
Mission objective July-August 2006

VimoSEWA is embarking on a comprehensive review of process methodologies. This intervention is to: 

· Work with and support the team following an internal consultant review to broaden the scope of reaching viability by developing a green field concept.
· Identify preliminary priorities to make gains in productivity.
· Hire an outside consultant to provide a second opinion on the first two steps.
In addition, limited reporting will be provided on the progress of VimoSEWA.
Review Process

Arman Oza, supported by Aanchal Almal and Sneha Mukim, provided the initial process documentation and recommendations for productivity improvements. This review covered operations, claims and MIS. The operations department in VimoSEWA manages outreach and the HR function of training.  Many excellent recommendations were made by Arman Oza.
The mission’s goal was to conceptualize further thinking about an efficient organization or a green pasture;. that is, considering changes in methods of the current process that could provide overall productivity gains and required viability.  Discussions were held individually with each department by first reviewing the basic task required of the unit and then exploring possible methods to achieve greater efficiencies. A final meeting was held with the management team to develop an ideal model with the purpose of moving VimoSEWA to this ideal design. Priorities were discussed to move in towards an ideal direction.
Principal tasks for VimoSEWA
There are three principal tasks in a microinsurance operation:
1. Outreach 

a. convincing the community to enroll in the insurance plans offered and communicating how to access services if needed

b. collecting the basic demographic data and premium 

c. issuing a receipt

d. assisting in claims processing

e. providing advice on health maintenance strategies and appropriate cost effective health treatments.

2. Processing claims.
3. Creating data records of transactions to enable management to work on improving processes and services.

To the above three processes we add some management structure:
1. COO, to ensure over all  goal is reached.
2. Finance, to manage cash resources and assist in providing valued management reports.
3. Research, to provide timely information on claims trends, enabling corrective action, and to ensure that community underwriting provides the desired results.
4. Outreach, to ensure product offered stays current with the needs of the community.
5. Human resources, to develop HR policies to retain and train staff..

Principal task of main operating departments
Operations

The VimoSEWA operations department has the following tasks:

· Develop product and maintain contact with client needs

· Sell product with clear message of its value to clients and its solidarity aspects

· Inform client on how to access service or submit claim

· Collect correct information from client

· Provide receipt and certificate of coverage

· Assist client in claims submission

· Provide health education and illness preventation information

Claims
The claims department has the following tasks:

· Pay legitimate claims accurately and promptly

· Find efficient delivery methods

· Cashless, monitor appropriate treatment and negotiate better client value.

· Reduce unnecessary documentation requirements (i.e. proof of age on young member)

· Maintain accurate claims records and entry on MIS.

Computer System 

The MIS department has the following tasks:

1. Maintain a coverage and premium payment history file

2. Maintain a claims file

3. Report based on data, to assist in management of VimoSEWA

4. Reconcile claims paid and premium received with finance to ensure data base is accurate

5. Maintain security of data, permanent records, offsite storage, protection from virus.

Research Department

Research tasks:

1. Produce analysis and non-routine reports to assist in improving results of VS

2. Analyze pricing requirements by urban/rural, state, age, gender  and other parameters

Core Team design of Green Pasture

On the last day of the mission, the team met to develop an ideal design. The purpose of what follows is to assist in setting priorities for the next year for VimoSEWA.

Vision: remains the same - to provide social security to members.

Ideal Product

· Background 

· Household income ranges from Rs 1500 to Rs 2500 for SEWA members

· Willingness to pay  ~Rs 350 to Rs 400 per household.

· Product would be a consolidated product covering the following

· Health coverage on cashless basis up to Rs 5000 for each adult and Rs 5000 for children with a 6 month or 1 year exclusion. (Floater of Rs 10,000 for a family is ultimate goal).

· Natural death of Rs 10,000 per adult

· Accidental coverage of Rs 40,000

· Asset protection of Rs 10,000

· Options

· Family coverage, Mother and Children, Father and Children (for a widower)

· No other options

· Price

· May be different by state, urban vs rural, and NGO promoting the programme.

· No FD option

Outreach

· Focus on geographic area, to reach a large part of the targeted community

· Target family coverage and maintain high renewal rates

· Find methods to enroll groups of people

· Regular monitoring and training of outreach staff

· Thresholds incentives for renewals, family coverage and deepening

Claims service

· Cashless system developed in area prior to implementation:.
· Negotiate discounts on services to members

· Monitor quality and necessity of services provided

· Monitor appropriate treatment protocols

· Periodic medical audits of treatment

· Link to primary health

· Data used to monitor and direct health education campaigns

· Find methods to improve speed of natural and accidental death payments.
Resulting priorities

After the ideal model was developed, current priorities had to be established with an eye on eventually reaching the ideal model. VimoSEWA will meet to establish timelines and responsibilities. What follows are the priorities for each of the teams:
MIS

· Reconciliation process for premium collection and claims payment of the respective databases to financial data..

· FD data review and reconciliation.
· Find methods to efficiently collect clean data for entry into data bases.
· Cutoff date for the annual campaign of Nov 30 for districts and Dec 15 for Ahmedabad city.
· Software requirements design and development to maintain coverage history files.
Claims

· Provide only cashless service in Ahmedabad by Jan 1, 2007.
· By Oct 1, 2006 review the current hospital network at the ward level, sign MoU before campaign.

· In Ahmedabad notify FD members.

· Improve the speed of paying death claims in Ahmedabad.
· By Jan 1, 2007 complete the claims system and achieve prompt data entry.
· For the current reimbursement method, not all claims will be reviewed by the doctor.
· Establish surveyor methodology for asset claims.
· Training on claims for aagewans.
Operations

· Regular and continuous training of aagewan.
· Focus on clear messages in the marketing campaign

· Solidarity and value of cashless system

· Deepening, family coverage and renewals

· Provide incentives.
· Communications.
Research and policy

· Once data base reconciled to finance, provide analysis of claims activities by many parameters to assist in directing management resources.

· Provide analysis of claims cost by coverage, district, etc. to assist in developing prices and/or coverage for future years and for new areas.

· Identify research requirements

· PR impact?

· Does the provision of insurance reduce vulnerability?

· Do house to house visits translate to renewals?

· Periodic reporting.
Finance

· Develop quarterly reporting of 

· Income statement

· Balance sheet

· Cash flow requirements

General

· Appoint a COO

· Hire external consultants to provide additional input on process review

Summary
Overall there needs to be a convergence with the health services to improve overall member health, and reduce their cost for health services.

Finally, process review requires the management team and staff to continually review ways to minimize work and improve efficiency.

Progress on overall viability

As has been mentioned in previous reports, the keys to viability are:
1. High renewal rates

2. Greater percentage of the community enrolled in insurance with family coverage

3. Move to cashless and hospital tie-ups

4. Cost efficient, high quality administration of the programme.

The first part of the report deals with steps to reach cost efficiency. The second part of the report provides a quick overview of items 2 to 4 above. The next review will look at renewal rates.

Deepening
Concentrating efforts to ensure a greater percentage of the population is insured should provide several benefits.

1. Administrative efficiency and greater productivity in enrollment and communication activities.

2. A better spread of risk which should lower claims cost

3. Better negotiating power with health providers to improve quality care and reduce cost.

Since the last major campaign, greater effort has been made to enroll whole families in Ahmedabad City and District. The chart below shows the progress in the ratio of the number insured compared to women enrolled. The second quarter enrollment has shown a large increase in the number of husbands and families covering children.
	Illustration of change in profile of insured population of VimoSEWA

	Period
	Number of women insured
	% men insured
	% familes with children
	Total number insured
	ratio of number insured to women insured

	Jan 1, 2006
	99412
	44%
	10%
	169208
	1.7

	1st Quarter 2006
	2536
	36%
	20%
	4740
	1.9

	2nd Quarter 2006
	2955
	63%
	41%
	8168
	2.8


Cashless

The number of claimants using the cashless method is increasing. There will be a push to move to 100% cashless by Jan 1, 2007 in Ahmedabad city. The average claim is lower on the cashless method; in addition, the hospitals are providing some additional benefits to VimoSEWA members or even offering to cover some of the communication cost. 
VimoSEWA will have to balance the increase in cashless hospitals to ensure they maintain negotiating power.

Viability

With the improvements in the data base, we can now start measuring claims cost accurately. As it takes time for all claims to be submitted, there is a waiting period to accurately measure the claims cost for a past period. The table below measures claims cost for 2005 based on actual claims paid in 2005 and 2006. In addition, we have added a small estimate for claims still to be reported for that period. 
	Analysis of Revenue and expenditures by category CY2005 Actual incurred claims (June 2006)

	 
	Premium paid
	Claims paid
	Excess/shortfall
	ratio

	Life
	2,485,000
	2,101,200
	383,800
	85%

	Accident
	607,000
	1,555,300
	-948,300
	256%

	Health
	4,536,000
	9,135,963
	-4,599,963
	201%

	Asset
	893,000
	6,164,010
	-5,271,010
	690%

	Maternity
	
	135,300
	-135,300
	 

	Total for insurance
	8,521,000
	19,091,773
	-10,570,773
	224%

	Administration
	2,626,000
	10,003,000
	-7,377,000
	381%

	Total   
	11,147,000
	29,094,773
	-17,947,773
	261%

	Premium excludes service tax, as govt will remove tax: admin includes service fee from insurance company; Estimate ins co premium


The above table illustrates the premium revenue in 2005, split by coverage and amount remaining for VimoSEWA for administration. These amounts are compared to actual claims and administration expenses. These figures illustrate the three areas of concern.

· Health claims are higher then premium, which is being addressed with deepening (to reduce adverse selection and increase spread of risk), cashless system to reduce claims cost, and a premium rate increase in Jan 2007.

· Asset claims are high due to floods during the monsoon period. VimoSEWA will also have high flood claims in 2006, which may result in removing coverage for floods from the programme. This change will require monitoring by VimoSEWA and negotiation with the insurance company to come to a common understanding of the course of action required.

· Administrative costs are high and the gap between the “buffer” available to VimoSEWA and actual cost will have to be reduced via the process review and deepening projects.

The life coverage remains viable. There were large claims for accidental insurance; however, we do not see this as a long term problem as this coverage will experience a lot of fluctuations but the long term trend is that the price is appropriate.

Another way of analyzing the above experience is to start disaggregating by scheme and sub-segment of the insured population.
	Analysis of CY2005 ─ Actual experience

	 
	Actual cost in Rs
	 
	Incidence per 000

	 
	Scheme
	
	Scheme

	Member
	1
	2
	
	1
	2

	Life
	11.34
	35.01
	
	2.27
	1.89

	Accident
	6.97
	9.46
	
	0.33
	0.38

	Asset
	72.98
	72.84
	
	41.33
	33.08

	Health
	59.01
	248.34
	
	37.97
	80.44

	Administration buffer/expense
	95.80
	115.00
	
	
	 

	TOTAL Member
	246.11
	480.66
	
	 
	 

	 
	
	
	
	
	 

	Husband
	
	
	
	
	 

	Life
	25.49
	78.51
	
	5.10
	3.93

	Accident
	27.44
	31.40
	
	1.40
	1.57

	Health
	57.70
	181.86
	
	37.08
	59.66

	Administration buffer/expense
	47.90
	57.50
	
	
	 

	TOTAL Husband
	158.53
	349.26
	
	 
	 

	 
	
	
	
	
	 

	Children per family
	
	
	
	 

	Health
	115.45
	
	
	75.63
	 

	Administration buffer/expense
	19.20
	
	
	
	 

	TOTAL Child
	134.65
	
	
	 
	 

	 
	
	
	
	
	 

	Maternity
	4.27
	 
	 
	 
	 


The above table compares the claims and expenses divided by the number of insured in 2005. Essentially if we had enough data and a stable program, we could forecast  future cost and required premium. We do notice that there appears to be some adverse selection for Scheme 2 health coverage. 

VimoSEWA should compare claims to insured population by district. It is likely that some districts such as Ahmedabad will have higher claims cost.

We did notice that the incidence and claims cost for male children was ~170% of female children. This may indicate that VimoSEWA members are favoring male children for health coverage.

Conclusion

Viability still remains possible for the distant future. However, VimoSEWA continues to make progress; with the increased deepening, cashless health claims, premium increase, and continued development of the VimoSEWA team, we expect to see some progress in 2007 on claims cost and administrative expenses compared to actual premium.
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