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P r E F A C E
My  top ic  fo r  th i s  research

work  i s  L i fe  Insurance .  

The  object i ve  of  th i s  i s  to

underatsand  the  market

of  L i fe  Insurance  Indust ry

and  to  analyse  the

customer  behav iour  with

the  change  i s  pr ice .

This  pro ject  i s  based  on

the  data  col lected

through  the  google

forms .

Each  ind ivua l  who  has

f i l led  the  fo rm  was

in formed  that  the  data

would  be  used  in  the

research  paper  which

would  be  shared  with

Miss  Radhika Talekar
and  the  faculty  at
Inst i tue of  Actuar ia l
and Quantat ive
Studies .



L i fe  insurance  i s  a  contract

between  an  insurance  pol icy

holder  and  an  insurer  or

assurer ,  where  the  insurer

promises  to  pay  a  des ignated

benef ic ia ry  a  sum  of  money

upon  the  death  of  an  insured

person  (of ten  the  pol icy

holder ) .  

Depending  on  the  contract ,

other  events  such  as  te rmina l

i l lness  or  cr i t ica l  i l lness  can

also  t r igger  payment .  The

pol icy  holder  typ ica l l y  pays  a

premium ,  e i ther  regular l y  or

as  one  lump  sum .  The

benef i t s  may  inc lude  other

expenses ,  such  as  funera l

expenses .

L i fe  pol ic ies  are  l ega l

contracts  and  the  te rms  of

each  contract  descr ibe  the

l imitat ions  of  the  insured

events .  Often ,  spec i f ic

exc lus ions  wri t ten  in to  the

contract  l imi t  the  l i ab i l i t y  of

the  insurer ;  common

examples  inc lude  c la ims

re lat ing  to  su ic ide ,  f raud ,

war ,  r io t ,  and  c iv i l

commot ion .  Di f f icu l t ies  may

ar i se  where  an  event  i s  not

c lear ly  def ined ,  fo r  example :

the  insured  knowingly

incur red  a  r i sk  by  consent ing

to  an  exper imenta l  medica l

procedure  or  by  tak ing

medicat ion  resu l t ing  in

in jury  or  death .
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P r o d u c t  a n a l y s i s

F e a t u r e s
Insurance  prov ides  cer ta in i ty  of  payment  fo r  the

r i sk  of  loss

The  second  main  feature  of  insurance  i s  to

prov ide  protect ion  f rom  probable  cahnces  of  loss

on  the  happening  of  a  r i sk  event ,  the  loss  i s

shared  by  a l l  the  persons  exposed  to  i t

The  accumulated  funds  of  the  insurer  rece ived  by

the  way  of  premium  payments  made  by  the

insured  are  invested  in  var ious  income  generat ing

schemes .

1 .
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3 .

4 .
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PRICING
The  pr ic ing  of  a  L i fe  Insurance  i s  very  wide .  Whi le  pr ic ing ,

each  pol icy  i s  depended  on  mult ip le  factors  ranging  f rom

thei r  gender  to  the i r  l i fes ty le .  Hence  a  genera l i sed  fo rm  of

pr ic ing  model  i f  made  where  in  var iab les  are  feeded  in

resu l t ing  in  a  cummulat ive  pr ice  fo r  each  ind iv idua l .

the  pr ic ing  l a rge ly  depends  on  l aw  of  l a rge  numbers  the

min imize  the  speculat i ve  e lement  and  reduce  vo lat i le

f luctuat ions  in  year  to  year  losses .

Fol lowing  are  the  pr ic ing  e lements :  

The  probabi l i t y  of  the  insured  event

The  t ime  va lue  of  money

Loading  to  cover  expenses ,  taxes ,  prof i t s  and

cont ingenc ies

The  benef i t s  promised

1 .

2 .

3 .

4 .

AVAILABILITY
There  are  mult ip le  companies  in  the  market  that  of fe r  L i fe

Insurance  Pol ic ies .  However ,  th i s  market  i s  not  a  common  one ,

where  the  customer  would  approach  company  fo r  a  pol icy

unless  they  were  approached  by  an  agent  or  adv ised  by  a

fami ly  to  do  so .  There  i s  a  lo t  of  speculat ion  with  respect  to

the  Insurance  Pol ic ies  as  there  i s  l ess  in format ion  on  the

customer  s ide .  Neverthe less ,  the  market  i s  observ ing  a  s l ight

change  with  more  awareness  of  the  same .

F inanc ia l  protect ion  fo r  the  fami ly

Encouranges  sav ings

Channel  fo r  investment

Exempt ions  f rom  income  tax

Helps  in  capi ta l  fo rmat ion

Credi t  fac i l i t ies

UTILITY
1 .

2 .

3 .

4 .

5 .

6 .

P r o d u c t  a n a l y s i s
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Strengths

Premium  ra tes  are  increas ing  and  so  are  commiss ions

The  var ie ty  of  products  i s  increas ing

Prospects  expect  more  serv ices  f rom  the i r  brokers

1 .

2 .

3 .

Weaknesses

Insurance  companies  are  of ten  s low  to  respond  to

changing  needs

There  i s  an  increas ing  t rend  of  f inanc ia l  weakness  among

the  companies

There  are  more  compet i tors  fo r  agenc ies  to  compete  with

banks  and  In ternet  players

1 .

2 .

3 .

Opportuni ty

The  abi l i t y  to  cross  se l l  f inanc ia l  serv ices  i s  bare ly  being

tapped

Technology  i s  improv ing  to  the  point  that  paper less

t ransact ions  are  ava i lab le .

The  c l ient ’s  increas ing  need  fo r  an  “ insurance  consul tant ”

can  open  new  ways  to  serv ice  the  c l ient  and  generate

income

1 .

2 .

3 .

Threats

The  increas ing  cost  and  need  fo r  insurance  might  hi t  a

point  where  a  back lash  wi l l  occur

Government  regulat ions  on  i s sues  l i ke  heal th  care ,  mold

and  te r ror i sm  can  quick ly  change  the  di rect ion  of

insurance  Increas ing  expenses  and  lower  prof i t  margins

wi l l  hi t  hard  on  the  smal le r  agenc ies  and  insurance

companies .

Increas ing  expenses  and  lower  prof i t  margins  wi l l  hi t

hard  on  the  smal le r  agenc ies  and  insurance  companies

1 .

2 .

3 .

P r o d u c t  a n a l y s i s
SWOT ANALYSIS
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Total  number  of  response is  28 .

A b o u t  t h e  D a t a
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D e m a n d
I  rece ived  28  responses  and  as  per  the  data  rece ived  i t  seems

as  though  the  demand  i s  high  fo r  L i fe  Insurance  Pol ic ies  as  a l l

o f  them  have  purchased  i t .  

However  as  per  the  data  col lected  the  fo l lowing  can  be

determined :

1 .As  per  INCOME

3 .6% of  the  people  demanded  L i fe  Insurance  Pol ic ies  when

the i r  income  was  l ess  than  ₹5  Lakhs

7 . 1% of  the  people  demanded  L i fe  Insurance  Pol ic ies  when

the i r  income  was  between  ₹5  Lakhs  to  ₹ 10  Lakhs

39 .3% of  the  people  demanded  L i fe  Insurance  Pol ic ies  when

the i r  income  was  between  ₹ 10  Lakhs  to  ₹20  Lakhs

10 .7% of  the  people  demanded  L i fe  Insurance  Pol ic ies  when

the i r  income  was  between  ₹20  Lakhs  to  ₹30  Lakhs

39 .3% of  the  people  demanded  L i fe  Insurance  Pol ic ies  when

the i r  income  was  more  than  ₹30  Lakhs

2 .As  per  PROFESSION

3 .6% of  the  people  that  demanded  L i fe  Insurance  Pol ic ies

were  Front l ine  Workers

3 .6% of  the  people  that  demanded  L i fe  Insurance  Pol ic ies

were  Homemakers

42 .9% of  the  people  demanded  that  L i fe  Insurance  Pol ic ies

were  bus inessmen

49 .9% of  the  people  demanded  that  L i fe  Insurance  Pol ic ies

were  employees

3 .As  per  TYPE OF L IFE INSURANCE

71 .5% of  the  people  demanded  Term  L i fe  Insurance  Pol icy

17 .9% of  the  people  demanded  Whole  L i fe  Insurance  Pol icy

10 .7% of  the  people  demanded  Endowment  Pol icy

No  one  demanded  fo r  Unit  L inked  Insurance  Plan
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M a r k e t  A n a l y s i s
MARKET CONDITIONS
In  Ind ia ,  the  overa l l  market  s ize  of  the  insurance  sector  i s

expected  to  US$ 280  bi l l ion  in  2020 .

The  l i fe  insurance  indust ry  i s  expected  to  increase  at  a  CAGR

of  5 .3% between  2019  and  2023 .  Ind ia ’s  insurance  penetrat ion

was  pegged  at  3 .76% in  FY20 ,  with  l i fe  insurance  penetrat ion

at  2 .82% and  non - l i fe  insurance  penetrat ion  at  0 .94%.  In  te rms

of  insurance  dens i ty ,  Ind ia ’s  overa l l  dens i ty  s tood  at  US$ 78  in

FY20 .

In  the  l i fe  insurance  segment ,  pr ivate  players  held  a  market

share  of  33 .78% in  premium  underwr i t ten  serv ices  in  FY20 .

In  FY22  (unt i l  May  2021 ) ,  premiums  f rom  new  bus inesses  of  l i fe

insurance  companies  in  Ind ia  s tood  at  US$ 3 .0  bi l l ion .

Accord ing  to  S&P  Global  Market  In te l l igence  data ,  Ind ia  i s  the

second - l a rgest  insurance  technology  market  in  As ia -Pac i f ic ,

account ing  fo r  35% of  the  US$ 3 .66  bi l l ion  insur tech - focused

venture  investments  made  in  the  country .
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In  FY21  (unt i l  March  2021 ) ,  premium  f rom  new  bus iness  of

l i fe  insurance  companies  in  Ind ia  s tood  at  US$ 31 .9  bi l l ion

In  FY21 ,  L IC  achieved  a  record  f i r s t -year  premium  income  of

Rs .  56 ,406  crore  (US$ 7 .75  bi l l ion )  under  ind iv idua l

assurance  bus iness  with  a  10 . 1 1% growth  over  l as t  year

In  June  2021 ,  Bhart i  AXA  L i fe  Insurance  reported  a  10%

renewal  premium  increase  of  Rs .  1 ,498  crore  (US$ 200 .64

mi l l ion )  in  FY21

On  Ju ly  1 ,  2021 ,  the  L IC  in t roduced  i t s  Sara l  Pens ion

Scheme ,  which  i s  a  non - l inked ,  non -part ic ipat ing ,  s ing le

premium ,  ind iv idua l  immediate  annui ty  plan

ECONOMIC INDICATORS
The  fo l lowing  are  some  of  the  major  investments  and

deve lopments  in  the  Ind ian  Insurance  sector .



M a r k e t  A n a l y s i s
In  Ju ly  2021 ,  Gal lagher  announced  plan  to  acqui re  100%

s take  in  Ind ia ’s  Edelweiss  Gal lagher  Insurance  Brokers

In  June  2021 ,  Aditya  Bi r la  Sun  L i fe  Insurance  announced  the

launch  of  a  new  Vis ion  L i fe Income  Plus  Plan  that  wi l l

prov ide  guaranteed  regular  income  plus  f lex ib le  bonus

payouts  to  pol icyholders

In  May  2021 ,  Max  L i fe  Insurance  Co .  Ltd .  l aunched  ‘Max  L i fe

Sara l  Pens ion ’ ,  a  non - l inked ,  ind iv idua l  immediate  annui ty

p lan
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Union  Budget  2021  increased  FDI  l imi t  in  insurance  f rom

49% to  74%.  Ind ia 's  Insurance  Regulatory  and  Development

Author i ty  ( IRDAI )  has  announced  the  i s suance ,  through

Dig i locker ,  of  dig i ta l  insurance  pol ic ies  by  insurance  f i rms .

Under  the  Union  Budget  2021 ,  F inance  Minis ter  Nirmala

S i tharaman  announced  that  the  in i t ia l  publ ic  of fe r ing  ( IPO )

of  L IC  wi l l  be  implemented  in  FY22 ,  as  part  of  the

conso l idat ion  in  the  banking  and  insurance  sector .Though

no  fo rmal  market  va luat ion  has  been  undertaken ,  L IC ’s  IPO

has  the  potent ia l  to  ra i se  Rs .  1  l akh  crore  (US$ 13 .62  bi l l ion ) .

In  June  2021 ,  the  government  extended  a  Rs .  50  l akh  (US$

66 .85  thousand )  insurance  coverage  scheme  fo r  heal thcare

workers  across  Ind ia  unt i l  the  next  one  year .

In  February  2021 ,  the  F inance  Minis t ry  announced  to  in fuse

Rs .  3 ,000  crore  (US$ 413 . 13  mil l ion )  in to  s tate -owned

genera l  insurance  companies  to  improve  the  overa l l

f inanc ia l  heal th  of  companies .

Under  Union  Budget  2021 ,  fund  of  Rs .  16 ,000  crore  (US$

2 .20  bi l l ion )  has  been  a l located  fo r  crop  insurance  scheme .

GOVERNMENT INITIATIVES
The  Government  of  Ind ia  has  taken  number  of  in i t ia t i ves  to

boost  the  insurance  indust ry .  Some  of  them  are  as  fo l lows :



S u p p l y
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L i fe  Insurance  Corporat ion (L IC )  suppl ies  to  53 .6% of  the

people

HDFC  L i fe  Insurance  Co .  suppl ies  to  17 .9% of  the  people

MAX  L i fe  Insurance  suppl ies  to  14 .3% of  the  people

IC IC I  Prudent ia l  L i fe  Insurance  suppl ies  to  3 .6% of  the

people  

Rel iance  L i fe  Insurance  suppl ies  to  3 .6% of  the  people

Tata  AIA  L i fe  Insurance  suppl ies  to  3 .6% of  the  people

New  Ind ia  Assurance  suppl ies  to  3 .6% of  the  people

Edelweiss  Tok io  suppl ies  to  3 .6% of  the  people

Ba ja j  Al l ianz  suppl ies  to  3 .6% of  the  people

Accord ing  to  the  data  we  see  the  fo l lowing :

However  in  the  ent i re  market  there  are  24  L i fe  Insurance

Companies .  Among  the  l i fe  insurers ,  L i fe  Insurance

Corporat ion  (L IC )  i s  the  so le  publ ic  sector  company .  There  are

s ix  publ ic  sector  insurers  in  the  non - l i fe  insurance  segment .  In

addi t ion  to  these ,  there  i s  a  so le  nat iona l  re - insurer ,  namely

Genera l  Insurance  Corporat ion  of  Ind ia  (GIC  Re ) .  Other

s takeholders  in  the  Ind ian  Insurance  market  inc lude  agents

( ind iv idua l  and  corporate ) ,  brokers ,  surveyors  and  th i rd -party

adminis t rators  serv ic ing  heal th  insurance  c la ims .



P R I C E  E l a s t i c i t y
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A  20% increase  in  the  premium  ra tes  would  compel  1 1

people  to  not  purchase  the  pol icy

A  50% increase  in  the  premium  ra tes  would  compel  23

people  to  not  purchase  the  pol icy

A  100% increase  in  the  premium  ra tes  would  compel  25

people  to  not  purchase  the  pol icy

Accord ing  to  the  data  we  see  the  fo l lowing :

This  ind icates  that  a  product  such  as  L i fe  Insurance  i s  e last ic ,

that  i s ,  an  increase  or  decrease  in  the  pr ice  of  the  product

would  l ead  to  decrease  or  increase  in  the  demand

respect ive ly .  



With  higher  income  24  people  would  opt  fo r  increased

coverage ,  1  person  would  opt  fo r  decreased  coverage  and  3

people  would  s top  buy ing  insurance  pol icy

With  lower  income  7  people  would  opt  fo r  increased

coverage ,  18  people  would  opt  fo r  decreased  coverage  and

2  people  would  s top  buy ing

Accord ing  to  the  data  we  see  the  fo l lowing :

This  too  ind icates  that  a  product  l i ke  L i fe  Insurance  Pol icy  i s

pr ice  sens i t i ve  and  that  a  change  in  income  af fects  a  change

in  the  demand .

I n c o m e  E l a s t i c i t y
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C o n c l u s i o n

a  L i fe  Insurance  i s  a  vaste

product  that  needs

maximum  spec i f icat ion

and  deta i l ing .

L i fe  Insurance  holds  a lot

o f  product  in  i t se l f  such

that  i t  makes  research

interest ing .

With  respect  to  the

economic  c lar i f i cat ion  on

th is  product  there  were

many  holes  in  the

in format ion ,  However  i

have  t r ied  my  best  to  get

to  the  conclus ion  with

the  ava i lab le  data .

B U S I N E S S  E C O N O M I C S  -  M I C R O

L I F E  I N S U R A N C E 1 2



C o n c l u s i o n
The  demand  fo r  L i fe  Insurance  i s  more  in  the  work ing  c lass

and  the  ret i red ,  s tudents  dont  fee l  the  need  to  purchase

L i fe  Insurance  Pol icy  i r respect ive  of  the  fact  that  ear l ie r  the

pol icy  i s  purchased ,  the  cheaper  i t  i s

S ince  insurance  works  on  Law  of  Large  Numbers ,  i t  su i t s  the

market  to  have  high  demand  and  hence  cheaper  pol icy  

Both  Demand  and  Supply  reach  at  an  equi l ibr ium  such  that

the  pr ice  fo r  i t  i s  su i tab le  fo r  each  ind iv idua l .  This  happens

because  pr ic ing  of  each  pol icy  i s  based  on  di f fe rent

var iab les  catter ing  to  each  ind iv idua l

The  pr ic ing  fo r  each  ind iv idua l  i s  subject i ve  and  depends

on  a lot  of  factors ,  that  i s ,  age ,  gender ,  income ,  profess ion ,

l i fes t l y ,  no .  of  dependants  and  so  on

Even  with  same  c la im  amount  the  premium  charges  are

di f fe rent

INSIGHTS
1 .

2 .

3 .

4 .

5 .
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C o n c l u s i o n
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Had  i t  been  a  s ing le  type  of  L i fe  Insurance  Pol icy ,  that  i s ,

e i ther  a  te rm  l i fe ,  whole  l i fe  endowment  or  etc .  the  data

co l lected  could  have  been  s t reaml ined  and  much  more

appropr iate  conclus ions  could  have  been  drawn

It  would  have  a lso  had  better  conclus ions  i f  the  sample

space  was  more  than  28

Framing  of  the  quest ions  could  have  been  better  such  that

i t  i t  was  not  open  ended  and  resu l ted  in  a  concrete  answer

LEARNINGS
1 .

2 .

3 .

FURTHER SCOPE
The  future  looks  promis ing  fo r  the  l i fe  insurance  indust ry  with

severa l  changes  in  regulatory  f ramework  which  wi l l  l ead  to

fur ther  change  in  the  way  the  indust ry  conducts  i t s  bus iness

and  engages  with  i t s  customers .

The  overa l l  insurance  indust ry  i s  expected  to  reach  US$ 280

bi l l ion  by  the  end  of  2020 .  L i fe  insurance  indust ry  in  the

country  i s  expected  to  increase  by  14 - 15% annual l y  fo r  the

next  three  to  f i ve  years .

The  scope  of  IoT  in  Ind ian  insurance  market  cont inues  to  go

beyond  te lemat ics  and  customer  r i sk  assessment .  Current ly ,

there  are  1 10+  InsurTech  s tar t -ups  operat ing  in  Ind ia .

Demographic  factors  such  as  growing  middle  c lass ,  young

insurable  populat ion  and  growing  awareness  of  the  need  fo r

protect ion  and  ret i rement  planning  wi l l  support  the  growth  of

Ind ian  l i fe  insurance .
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