ISSUE BRIEF

August 2021

Click here for more publications

Insurance coverage
for Mental Illness –
Part I
Understanding the underwriting
process for insurance coverage
for mental illness

This work is licensed under
Attribution-NonCommercial-NoDerivatives 4.0
International. To view a copy of this license, visit:
http://creativecommons.org/licenses/by-nc-nd/4.0

AUTHORS

Tanya Nicole Fernandes & Amiti Varma
ACKNOWLEDGMENTS

Prepared in consultation with Nikhil Jain
& Sayali Mahashur

ISSUE BRIEF

August 2021

Insurance for mental illness in India
The Global Burden of Disease (GBD) study
estimated that 197.3 million people were living
with a mental disorder in India in 20171. A year
previously, in 2016, the National Mental Health
Survey (NMHS) examined the treatment gap – the
gaps in psychosocial services and care required by
those living with mental illness – and found it was
staggering, ranging between 28% to 83% for all
mental illnesses. Focus groups revealed this
disparity could be attributed to the economic cost
of accessing services. A deeply concerning finding
from the survey was the greater susceptibility of
households characterized by lower income,
unstable employment, and minimal education to
poor mental health2. These socio-economic
disadvantages pose multi-layered challenges that
include increased spending of household income on
treatment, inability of a family member living with
mental illness to economically contribute to
household income and intangible financial losses
incurred such as the cost borne to care of ailing
members.
Government spending on health is minimal &
government spending on mental health is even
less3. While government services that offer free or
subsidized mental health outpatient and in-patient
services do exist, such as the District Mental Health
Programme, in reality, they are understaffed and
overburdened to meet the demand for services. In
the absence of quality public health services,
several households resort to more expensive
private mental healthcare4. 80% of health financing
is private, a sizeable portion of which is funded by
out-of-pocket expenditures5. The NMHS estimated
the average monthly out-of-pocket expenditure
towards mental health services ranges from INR
1,000-1,500, a large recurring sum that many
households may choose to forgo in order to meet
other necessary expenses2. In the absence of
robust protective health care systems, medical
insurance can offer financial protection from
staggering health costs.

Recognizing the importance of coverage for mental
illness, the Mental Healthcare Act (2017) mandates
in section 21 (4) that “every insurer shall make
provision for medical insurance for treatment of
mental illness on the same basis as available for
treatment of physical illness.” Until this landmark
provision, private health insurers did not provide
financial cover for mental illnesses or disabilities, a
general exclusion clause in several policies
published before 2018 by the Insurance Regulatory
and Development Authority of India (IRDAI), the
apex insurance statutory body. Furthermore, in
several instances, a pre-existing mental disorder
could be used as grounds for disqualifying an
individual from receiving health insurance in general.
The Insurance Information Bureau of India (IIB)
collects data on disease-specific insurance claims. In
their 2018-19 report, 21,300 claims were paid to
cover mental disorders, a negligible share at less
than 1% of all claims registered6.
In 2018, IRDAI issued a circular, instructing health
insurance providers to comply with the provisions of
the MHCA7. However, the directive did not contain
specific instructions on the process of implementing
this provision nor did it specify a period by when
this had to be completed8. Three years after the
notification of the MHCA, this legislative mandate
has not yet been upheld by insurance companies
who state the lack of mortality and morbidity data
on mental illness as the reason for the delay9. In
June 2020, the Supreme Court issued a notice to the
IRDAI to extend health insurance for the treatment
of mental illness10. Subsequently, the IRDAI released
a circular requiring all health insurance companies to
disclose their underwriting philosophy of offering
insurance coverage to persons with disability,
people affected by HIV/ AIDS and mental illness by
October 202011.
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Since then, a landmark judgements by the Delhi
High Court in Shikha Nischal v. National Insurance
Company Limited, has reaffirmed the right of
persons to access insurance for the treatment of
their mental illness on equal grounds as physical
illness12,13.

Underwriting process for mental
illness coverage
As a precursor to including mental illness in their
health insurance policies, an underwriting
philosophy outlines the approach followed by an
insurance provider. Underwriting refers to the
consideration given to an application that enables
insurance companies to decide the amount of cover
they can provide under a policy at a rate, also
known as a premium, that is marketable for them14.
Through the underwriting process, an insurance
provider
can
pool
together
actuarial,
epidemiological and claim data that can inform in a
manner that is comprehensive, its approach to
assessing a variety of pre-existing conditions and
its risk impact on future issues15.
The introduction of new service offerings within
insurance products is a complex process as it
requires the insurer to take on considerable risk16.
In this brief, we aim to shed light on the
underwriting process for obtaining medical
insurance for persons with mental illness among
different health insurance companies.

Review of underwriting
philosophies of insurance
companies
We reviewed the underwriting philosophies
published by insurance companies to understand
the variances in their presentation of their process
and conditions.

In compliance with the circular issued by the IRDAI
in 2020, 27 providers have complied with the IRDAI
mandate and have published their underwriting
philosophy on their website. We were unable to
locate the underwriting philosophies of three
providers. While we were unable to locate them, it
could be possible their underwriting philosophy on
mental illness exists but is not published on a public
platform*. On a similar tangent, companies may have
a far more detailed underwriting approach
philosophy, or their policies may in fact be
favourable toward mental illness, however, the
information they choose to disclose publicly may be
minimal. For the 27 underwriting philosophy
documents we sourced, we undertook the exercise
of describing the variances among the documents. A
major difference lay in the length and
comprehensiveness of the documents, where certain
providers had separate documents easily accessible
on their webpage, with the most detailed document
being 11 pages long, others had included minimal
information within 0.5 to 1 page. The variances
within the specificity of underwriting philosophy
documents for a few parameters are shown in
Figure 1.
Figure 1: Description of parameters of underwriting
philosophy analysed (Image credit: IMHO)
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* We were unable to locate the underwriting philosophies for Cholamandalam MS General Insurance Company Limited, Max Bupa Health Insurance
Co.Ltd & Religare Health Insurance. We are aware that recent policies released by these three providers have removed mental illness as a standard
exclusion clause.
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International guidelines and standards recommend
the communication for the underwriting process be
clear, transparent and made publicly available as
highlighted in Box 114,17, Anecdotal evidence
suggests this process in India is opaque:.
applicants living with disabilities maybe confronted
with hurdles that include inaccessibility to insurer
evaluations and miscommunication regarding
decisions from different stakeholders involved in
the underwriting process18.

In our review, we noted the presence of the
description of the underwriting process in the
published documents. This could include a mention
of the general underwriting philosophy of the
company, an underwriter, a board or regulatory
authority of the company, reference to other
standardized underwriting guidelines and the use of
evidence-based decision making in the underwriting
process.

Box 1: Standards for the underwriting process for mental illness

(Data Source: Adapted from Mental Health and Insurance Standards, Association of British Insurers)

Accessibility
•
•
•

Offer options for modes of communication.
Provide support to clients who need assistance with the application.
Sensitize insurance representatives on mental health conditions and appropriate language to be
used with clients.

Application Process
•
•

Introduce the application process by being transparent about the process, stress the importance of
answering questions accurately and provide the reason for certain questions.
Ensure questions asked are only relevant to the mental health condition and treatment.

Communication
•
•
•
•

Be open about any exclusions or restrictions applicable to mental illness coverage.
Clearly communicate the decision for a higher premium or exclusions.
Signpost clients to relevant support services.
Regularly review communications both verbal and written with a mental health professional, service
user association and/ or NGO.

Transparency
•
•

Regularly update the underwriting philosophy with relevant statistical evidence.
Provide clients on their request the evidence used to inform the underwriting decision for their
condition.
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Of these documents, 14 described the
underwriting process, 5 partially described it,
whereas 8 of these documents did not describe or
mention the process at all. An illustration of the
process documented in the underwriting
philosophies is depicted in Figure 2. A certain
provider also mentioned they have separately
defined an “underwriting grid” for persons with
pre-existing mental illness however further details
on what this entails were unavailable.

Figure 6: Illustrated process for grievance redressal
in cases where insurance claims for mental illness
are denied (Image Credit: IMHO)

Medical and other information
required for underwriting

In applications where mental illness is
disclosed, applicants should:
Submit medical report from treating
physician
Complete & submit mental
health questionnaire

To make an underwriting decision, medical
information on the person being insured is
required. Among the documents we analysed, all
but six of the 27 documents mentioned the various
kinds of medical information required for
underwriting decisions. Along with a proposal
form, the range of requirements listed included
‘pre-policy medical tests,’ details of the nature and
extent of the illness through medical diagnosis,
medical records, medical evaluation, mental health
questionnaire and attending physician reports.
Further, some documents considered severity,
chronicity, probability of recurrence, repetitive
nature of illness & co-morbid health conditions.
And finally, a certain company highlighted their
‘risk assessment is based on scientific parameters’
and cited medical tests ‘such as HbA1C,
Hypertension, ECG.

Further to this, there are other non-medical
conditions that may influence the underwriting
decision. Similar to physical illnesses, insurance
providers also take into consideration demographic
characteristics of the individual, such as their age
or gender to assess risk. Other socio-economic
factors such as education status and/or occupation
may be elicited as a part of the process.

Indicate history of medical illness (including
mental illness) in application for insurance

•
•

Upon receipt of application, underwriter/
board will evaluate the application based on
internal guidelines and underwriting
philosophy of the company and will
communicate a decision to the applicant

Application is accepted with
possibly higher waiting period
and/or premium

Application is denied

Approach other providers

Dispute the decision
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In one instance, it was noted the provider specified
evidence of “gainful employment” as a key
consideration where a questionnaire is sent to the
applicant to ascertain this criterion. The mention of
daily habits and lifestyle was also observed in the
underwriting philosophies of certain companies. It
should be highlighted only three of the
underwriting philosophy documents listed nonmedical information that may be considered in the
underwriting decision.

Types of Decision Outcomes
Finally, an integral part of the underwriting process
is conveying the decision to the applicant. Among
the 27 insurance companies, 14 presented in
varying detail the likely decisions that may be
communicated to an applicant. The decision
outcomes range from a standard acceptance of the
application with the charging of an extra premium,
rejection of the application and/or the initiation of a
waiting period post which services could be
availed under the policy. There were a few
documents that referred to a 36-48 month waiting
period if this was a pre-existing illness. Another
document indicated a waiting period of 2-4 years
would be initiated if the illness developed while the
policy was already active. In some cases, there was
also the mention of a permanent exclusion from
insurance coverage.

While, the underwriting philosophy document is a
legal requirement, how this assurance of nondiscrimination translates into insurance policies and
ultimately into practice, is crucial to understand and
monitor. The IRDAI lists how many insurance
policies have been issued for a certain year though
there is no information on how many applications
were received and how many of these were
rejected19. Research and anecdotal evidence show
that rejections for insurance coverage for people
with mental illness and pre-existing disease is
high18,20.
Alongside the mandate to publish underwriting
philosophies, publishing data on rejection rates
publicly would be a welcome step. The presence of
this data in the public domain, in itself will demand
accountability and transparency which could lead to
insurance providers issuing more insurance policies
to those with mental illnesses18. While most
insurance companies have obliged with the directive
to publish their underwriting, this has not translated
into change in the experience of individuals seeking
coverage for mental illness. In the recent past,
individuals have had to approach Courts for their
rightful insurance claims for mental illness, as
witnessed in two separate cases in the Delhi High
Court (2021) and the Bombay High Court (subjudice)12,21. The process of seeking recourse for
claims that have been rejected is highlighted in
Figure 3.

Most companies varied in the level of detail
provided for these decision outcomes, however,
most included a disclaimer that each case decision
was subject to the “variability in the presentation of
the case” which is indication of the discretion
accorded to the underwriting authority in
determining the outcome.
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Figure 3: Illustrated process for grievance redressal in cases
where insurance claims for mental illness are denied
(Image Credit: IMHO)

Claims for insurance is denied

Approach Grievance Redressal Officer of
the insurance provider

This brief is the first in a two-part series that
attempts to unpack the extent to which insurance
providers and policies cover mental illnesses. At
present, from the lack of consolidated data in this
domain, mapping the underwriting philosophies
published by insurance companies for mental illness
is a first step to systematically understand a
complex process. In our subsequent brief in this
series, we describe the findings of a systematic
review of health insurance policies to determine the
extent to which they comply with the provision of
the MHCA.

If dissatisfied with decision of the GRO, send
a complaint to Grievance Redressal Cell
under the Consumer Affairs Department of
the IRDAI

If complaint is still not resolved, send a
complaint to the Insurance Ombudsman
within your territorial jurisdiction

Courts maybe approached if grievance is still
not appropriately addressed
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