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According to the Planning Commission (2009), Financial inclusion refers to universal access 

to a wide range of financial services at a reasonable cost. These include not only banking 

products but also other financial services such as insurance and equity products. Access to 

affordable basic financial services (having a bank account, credit, deposit and insurance 

etc.,) is one of the key challenges facing the rural and semi-urban population in India. These 

basic financial services lead to being a normal social life in the society. The Government of 

India, Reserve Bank of India and policy makers have been taking proactive steps for 

improving these basic financial services particularly rural areas in India. But still large 

segment of population unable to access basic financial services because not aware of the 

financial services and lack of financial literacy are the major constraints for access these 

services this leads to financial exclusion. So far, banking industry in India show significant 

effects in enhancing financial inclusion but the focus is shifting towards inclusion of rural and 

semi-rural poor people in insurance. In financial inclusion, insurance sector is also one of the 

important determinants factor. In the current scenario 80 per cent of the population remains 

excluded in the life insurance category and 90 per cent out of non-life insurance segment. 

Thus, inclusion with insurance had got a long way to go in India. The present study focuses 

on the role of insurance sector for enhancing financial inclusion and present scenario of 

insurance sector in India. The study is based on secondary data, were collected from IRDA 

reports, Journals and magazines. 
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1. Introduction 

Insurance occupies an important place in the complex 

modern world since risk, which can be insured, has increased 

enormously in every walk of life. This has led to growth in the 

insurance business and evolution of various types of insurance 

covers. The insurance sector acts as a mobiliser of savings 

and a financial intermediary and is also a promoter of 

investment activities. It can play a significant role in the 

economic development of a country, while economic 

development itself can facilitate the growth of the insurance 

sector. After the deregulation of insurance business in India 

there is a significant change in the industry both in the products 

as well as the services offered to the customers. Access to 

safe, easy and affordable credit and other financial services 

(having bank account, deposit, insurance etc.,) by the poor and 

vulnerable groups are recognized as a pre-condition for 

accelerating growth and reducing income disparities and 

poverty. Delivery of banking services and credit at an 

affordable cost to the vast sections of disadvantaged and low-

income groups which various financial services which include 

frequently savings, taking loans, having insurance products, 

payments, remittance facilities, and financial counseling by the 

formal financial system in Indian. (Rangarajan Committee 

Report, 2008). Financial inclusion means not only having bank 

account but also having insurance products, postal facilities, 

etc. 

 

2. Review of Literature 

1. A Research entitled, “Enhancing Financial Inclusion 

through Insurance- Current Status & Challenge,” undertaken 

by Prabhakar Nandru and Anand Byram (2015) clearly point 

out that insurance products is an important weapon for 

enhancing financial inclusion. And we are also suggested that 

the insurance companies are effectively fulfil the rural people 

needs and to create awareness on various insurance products 

in rural people in India  

 

2. Prabhakara (2007) examined that creating awareness of 

the need for services like life insurance, basic banking services 

their accessibility and affordability increase the business 

opportunities of bankers and life insurers in rural as well as 

urban. Creating awareness to banking services and insurance 

services among rural and urban poor could also be regard as 

one of the ingredients infrastructures to the financial market 

supports the financial inclusion programmes of governments 

where life insurance deserves to be an integral part. The study 

also focused that as part of these financial inclusion 

programmes, micro insurance competently fits to be 

propagated in the targeted market segments. 

 

3. Objectives of the Study 

The following objectives are drawn from above literature 

review. 

 To examine the status of insurance penetration and 

density in India. 

 To know the life insurance office penetration in India. 

 To examine the number of new policies issued. 
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4. Insurance Penetration in India and Other Countries

 
 

With 17% of the world’s population, the Indian insurance 

market accounts for less than 1.5% of the world’s total 

insurance premium as India is both under-penetrated and 

inadequately penetrated. General insurance companies had 

seen gross direct premium at Rs 1.27 lakh crore a growth of 

32% in financial year 2016-17. Sharp growth in the non-life 

sector was largely due to the growth in health and motor 

insurance along with new crop insurance scheme, say market 

participants. While life insurance industry saw its new business 

premium at Rs 1,75,021.89 crore as on March 2017 as 

compared to Rs 1,387,60.47 crore in March 2016 a growth of 

26.13%.
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In India, growth is still being impacted by the November 

2016 demonetisation, real estate regulation, and goods and 

services tax reforms. Consequently, private consumption growth 

is a little weaker than expected and private investments are also 

sluggish, but government investments accelerated in the final 

quarter of the year, which will be providing momentum into 

2018. 

 

5. Insurance Penetration in India: Survey 

The Economic Survey of India 2018, presented by the 

government during the budget session of parliament mentioned 

that the insurance penetration in the country has risen to 3.49% 

in 2016-17 from 2.71% in 2001. The life insurance penetration 

was 2.72% while general insurance penetration was 0.77%. 

 

However, comparing with global insurance penetration rate 

of 6.28%, this still needs improvement. Some of the emerging 

economies of Asia, such as Malaysia (4.77%), Thailand (5.42%) 

and China (4.77%) have higher insurance penetration than 

India. 

 

"Insurance, being an integral part of the financial sector, 

should be assessed on the basis of two parameters, viz., 

insurance penetration and insurance density, which is the ratio 

of premium underwritten in a given year to the total population," 

said the survey. 

 

The insurance density of India also increased to $3841 from 

$740 in 2001. The comparative figures for Malaysia ($29081) 

Thailand ($20781) and China ($21682) were also higher than 

India. 

 

Life insurance premium grew by 14% to ₹4.18 lakh crore in 

India whereas non-life insurance premium for crops, motor and 

health showed a steep growth of 33% to ₹1.30 lakh crore. 

However, there has been a dip in savings through insurance in 

the last five years. 

 

"There was a significant decline in the proportion of 

deployment of financial savings in bank deposits and life 

insurance funds and an increase in share of currency, provident 

and pension funds, claims on government (primarily in small 

savings) in 2015-16. Bank deposits accounted for about 50% of 

the aggregate financial savings between 2011-12 and 2015-16." 

said the survey. 

 

6. Findings of the Study 

 During the year 2010 the life insurance density is 55.7 

USD it was declined to 44 USD in the year 2014.  

 During the year 2010 the insurance penetration is 4.6 

per cent it was declined into 2.6 per cent in the year 

2014.  

 Overall, the insurance industry witnessed a 36.61 

percent decline in the number of new policies issued.  

 During the year 2009 there are 8785 private insurer 

office functioning in India but in the year 2015, 6156 

private insurer office are functioning. Therefore, there 

was a net reduction is 2602 offices during the financial 

year for the private sector.  

 On the other hand, the public sector LIC established 

2522 offices in the year 2008. But in the year 2015 it 

was increased in 4877 offices.  

 

7. Suggestions 

 The number of new policies issued in insurance sector 

declined over the year. So, the insurance companies 

should increase the customer by providing insurance 

facilities to weaker section of the society.  

 Insurance companies should cover the rural areas.  

 New insurance offices may be opened in rural areas.  

 By using all possible ways, it is necessary to identify 

the effective rural needs.  

 It is necessary to create awareness on various 

Insurance products through group meeting, cultural 

events like folk dance, songs etc., among rural people 

in India. 
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8. Conclusion 

Insurance products and related services are resigned to 

meet the risk protection needs for the low income and financially 

–excluded sector, affordability of the premium payments is key 

consideration financial inclusion through insurance. Industry has 

seen stable growth rate in premium in all years except 2011-12, 

2012-13 sector overall penetration and density is only USD 

53.2. Policies sold by individual agents in overall industry are 

stable and for the period of 2012-13, life insurers issued 441.87 

lakh new policies. In 2008 private sector has opened many 

offices, LIC open many in number during 2009. The Indian 

insurance industry has undergone transformational changes 

since 2000 when the industry was liberalized. To ensure a 

seamless growth in business few important factors should some 

of these include: Distribution channels, Focus on financial 

inclusion and Consumer needs and preferences. Life insurance 

is a big savings vehicle along with banking in such uncertain 

economic environment and so we expect the industry to fare 

reasonably well. Banks have opened 19.21 crore accounts 

under the government’s ambitious financial inclusion scheme, 

Pradhan Mantri Jan Dhan Yojana (PMJDY) with deposits of 

more than Rs 26,819 crore till November. These zero balance 

bank accounts have been accompanied by 16.51 crore debit 

cards, a life insurance cover of Rs 30,000 and an accidental 

insurance cover of Rs 1 lakh. More than Rs 4,273 crore have 

been routed through these accounts towards payment of wages 

under the rural employment programme (MNREGA).Thus, 

financial inclusion can go a step further with the help of 

insurance sector. 

 

 

 

 

 

 

 

 


