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Dear Members,

The insurance industry is today standing on 
the cusp of  profound change. Technology and 
digitalization are undoubtedly playing a role in it, 
but there is also more to it. Demanding customers, 
new competitors and a changing set of  rules 
and regulations are transforming the industry. 
Covid has raised a unique set of  challenges, to 
which the industry will need to adapt. Consumer 

expectations are shifting as they apply their experience of  other sectors 
– especially online retail – to insurance, and begin to expect more from 
their service providers. The arrival of  more nimble competitors, either in 
the form of  InsurTech platforms or technology giants, is increasing the 
pressure on the incumbent leaders in the industry. 

Customers are the disruptive force in the insurance industry. In an age 
of  immediacy, constant change and increasing choice, where loyalty can 
no longer be taken for granted, the industry has to extend beyond its 
core products and services, if  it is to survive. The traditional approach 
of  selling protective products will no longer suffice. Growth will come 
from new service-based models, innovative products and a greater focus 
on prevention of  unforeseen events. 

Incumbent firms can no longer rely on organic growth or internal 
innovation. The winners of  tomorrow will be those who can forge alliance 
with innovative startups and consolidate with their peers, through strategic 
mergers and acquisitions. Tomorrow’s rapidly changing insurance industry 
will necessitate the development of  unprecedented social and business 
skills, along with an astute sense of  market timing. 

We are seeing new, technology savvy players entering the insurance space, 
bringing the full force of  their innovative and disruptive power to the 
forefront. This will alter the terrain on which incumbents compete, 
bringing changes similar to those seen in banking, with the emergence 
of  the financial technology companies (fintechs). A similar pattern is 
developing in insurance. Insurtechs are technology-led companies that 
enter the insurance sector, taking advantage of  new technologies to 
provide coverage to an increasingly digitally savvy consumer base. In some 
cases, regulatory barriers have also been adjusted accordingly. 
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While insurtechs have not yet made deep inroads into the insurance industry 
in India, they are growing rapidly and stand to capture a meaningful share 
of  value pools in the coming years. Covid has accelerated that trend, by 
placing added emphasis on social distancing in all human and financial 
interactions. How quickly the current industry leaders adapt to these 
inexorable market changes will determine the size of  their share in the 
next generation of  the insurance industry. Insurtechs clearly represent a 
market risk for incumbents, but their astute adoption will be necessary for 
the long-term survival of  many players in the industry.

For increasing the penetration rate and density of  insurance in India, it is 
the rural areas and the urban poor who constitute the biggest potential 
markets. Indian insurance companies will also need to demonstrate a long-
term commitment to the rural sector, and will need to design products 
which are suitable for the hinterland. The distribution mechanism of  
insurance companies in rural areas will need to be strengthened. The 
focus of  insurance companies needs to shift towards enhancing the 
access of  low-cost, simple insurance products, including those available 
through online channels. A simultaneous thrust to spread awareness of  the 
underlying products and improve financial literacy, especially the concept 
of  insurance and its importance, will go a long way. 

Due to the disruption caused by Covid, many now consider insurance to 
be a necessary safeguard against unforeseen events. The industry needs to 
capitalize on it by adapting and introducing specific covers for pandemics, 
policies tailored to customer expectations and requirements, digital access 
to services, and enhanced claim settlement mechanisms. That is the way 
to create public confidence in the industry, and help to support a strong 
and resilient socioeconomic recovery. An astute use of  technology can go 
a long way in this regard by helping to speed up the efficacy of  various 
processes. 

In the insurance industry, customer behaviour has seen a structural change 
due to Covid. The past one year has brought about attitudinal changes 
that are typically seen over a decade. Many Indians are now more open 
to buying risk-management products, and it is now up to the industry to 
position itself  appropriately. Those who do not take note of  the changing 
trends and adapt will find themselves falling behind. 

The pandemic is a threshold moment in the history of  the insurance 
industry. It is changing the way in which claims are being approached and 
settled. While there are several areas where technology can undoubtedly 
help, the humanitarian aspect of  this industry should never be forgotten. 
The practices already in place provide a solid starting point for adapting to 
the new post-Covid realities. 

CO
NT

EN
T



September 2021MEDC Economic Digest 5

CO
NT

EN
T

MEDC Economic Digest 
Editorial Board

Chairman - Digest Committee
Mr. Ravindra Boratkar
President, MEDC

Editor
Ms. Ananya Prem Nath
Senior Manager - Research
& Training

Editorial Advisers:
Cdr. Dipak Naik
Immediate Past President
MEDC

Dr. Dhananjay Samant
Chief Economic Adviser
MEDC

For Advertisement & Circulation:
Mr. Anil Pawar
Director - Business Development & 
Admin

Address:
MEDC Research Centre,
3rd Floor, Y.B. Chavan Centre,
Nariman Point,
Mumbai - 400 021.
Tel.: +91 22 2284 2206/09
Fax : 22846394
Email: medc@medcindia.com
Website: www.medcindia.com

From The President’s Desk 03

l COVER STORY l

India’s insurance 
sector: Challenges and 
opportunities

- Ms. Kuntala Bandyopadhyay

- Ms. Saon Ray

- Ms. Vasundhara Thakur

06

India’s insurance 
sector: Challenges and 
opportunities

- Mr. Dinesh Pilgaokar

09

The role of  life insurance in 
the financial independence 
of  women

- Ms. Vibha Padalkar

11

Key developments in the 
Indian insurance industry 
in 2020

- Mr. Amit Chhabra

12

l MACRO MuSingS l

Covid and the Insurance 
Industry

18



Cover Story

September 2021 MEDC Economic Digest6

India’s insurance sector: Challenges 
and opportunities

- Ms. Kuntala Bandyopadhyay, - Ms. Saon Ray, 
- Ms. Vasundhara Thakur

ICIER 
Source – Ideas for India

While India’s insurance sector has been growing dynamically 
in recent years, its share in the global insurance market 
remains abysmally low. This article traces the journey of  
the Indian insurance sector, and underlines issues such as 
low penetration and density rates, inadequate investment 
in insurance products, and the dominant position and 
deteriorating financial health of  public-sector players.

The insurance industry in India has been growing 
dynamically, with total insurance premiums increasing 
rapidly, as compared to its global counterparts. The 
insurance penetration (ratio of  total premium to GDP 
(gross domestic product)) and density (ratio of  total 
premium to population) stood at 3.69% and US$ 73, 
respectively for FY18 (fiscal year 2017-18), which is low 
in comparison with global levels. These low penetration 
and density rates reveal the uninsured nature of  large 
sections of  the population in India, and the presence 
of  an insurance gap. The sector has transitioned from 
being an exclusive State monopoly to a competitive 
market, but public-sector insurers hold a greater share 
of  the insurance market even though they are fewer in 
number. Figure 1 shows the insurance penetration and 
density in India from 2001 to 2017.

Figure 1. India’s insurance penetration and 
density: 2001-2017

Source: IRDAI Annual Report, 2018.

The insurance sector has witnessed many changes 
over the years, including nationalisation of  life and 
non-life sectors (in 1956 and 1972, respectively), 
constitution of  the Insurance Regulatory and 
Development Authority of  India (IRDAI) (in 
1999), opening up of  the sector to both private and 
foreign players (in 2000), and increase in the foreign 
investment cap to 49  % from 26  % (in 2015). 
The recent notification of  100% foreign direct 
investment (FDI) for insurance intermediaries 
(announced in the Union Budget of  2019-20) has 
further liberalised the sector.
Further, life insurance dominates the sector with 
a huge share of  74.7%, with non-life insurance 
accounting for the remaining 25.3%. In the non-
life insurance sector, motor, health, and crop 
insurance segments are driving growth. India’s non-
life insurance penetration is below 1%. In addition, 
insurance products catering to speciality risks such 
as catastrophes and cyber security are at a nascent 
stage of  development in the country.

Key challenges facing India’s insurance 
industry

The insurance sector faces various challenges, as 
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identified and detailed in our recent research (Ray 
et al. 2020). Low insurance penetration and density 
rates prevail in India. Rural participation of  insurers 
remains deficient, and life insurers, especially private 
ones, gravitate towards the urban population, to the 
detriment of  the rural population.

Insurers in India lack sufficient capital, and their 
financial health, particularly that of  the public-
sector insurers, is in a precarious state. Among the 
public-sector general insurers, the financial situation 
of  the ailing National Insurance Company is a 
cause for concern. Even though the Government 
of  India has already infused Rs. 25 billion in the 
three public-sector insurers – National Insurance, 
Oriental Insurance, and United India Insurance – 
through the first batch of  'supplementary demands 
for grants'1 for FY20, these insurers require an 
additional Rs. 100-120 billion in order to meet the 
stipulated solvency margin.

The general insurance industry recorded a decrease 
in profits, with public-sector general insurers 
posting losses, and their private-sector counterparts 
recording a slight fall in profits in FY19, relative 
to FY18. While premiums are still growing, 
the general insurance industry is experiencing 
underwriting losses, which increased by 45.5% for 
general insurers in FY19 compared to the previous 
year (IRDAI, 2019). These might very well be early 
warning signals of  the insurance sector succumbing 
to the same malaise afflicting banks and NBFCs 
(non-banking financial companies) in India.

Further, there are concerns in the non-life insurance 
sector regarding product pricing2 and overcrowding 
in some segments  3 along with issues in the crop 
insurance segment  4 .To maintain profitability, 
insurance companies are becoming increasingly 
dependent on their investment portfolio. They have 
also resorted to harmful practices, for example, 
undercutting premiums. Other challenges, such 
as the predominance of  traditional distribution 
channels,5 also hinder the sector’s growth. Besides, 
insurers in India are capital-starved.6 A possible 
additional effect of  this low level of  capital is 
incipient new risks, and meagre capital makes it 
difficult for insurers to rise to the challenge of  new 
risks. Risks associated with the Covid-19 pandemic 

have recently surfaced, creating further challenges 
for insurers.7

Insurance penetration: Empirical analysis

There is a myriad of  linkages between the insurance 
sector and macroeconomic development. We seek 
to capture the relationship between insurance and 
economic growth in India from 1990-91 to 2017-
18 through a simple regression exercise, conducted 
separately for life, non-life, and total insurance 
penetration. We find a positive and significant 
relationship between insurance penetration rates 
(life, non-life, and total) and economic growth in 
India. Further, we find that liberalisation (increasing 
of  the FDI cap to 49%) positively influenced the 
life and total insurance penetration rates, while 
the effect on non-life insurance is negative and 
insignificant.

Similarly, we test for the effect of  the demonetisation 
episode of  2016, and find a positive and significant 
impact of  demonetisation on insurance (life and 
total) penetration rates, whereas the impact on 
non-life insurance is positive but insignificant.

Low insurance penetration and density in the Indian 
case may, in part, be on account of  insufficient capital 
with insurers. A preliminary empirical assessment 
shows a positive and significant relationship between 
insurance penetration and insurers’ equity capital, in 
the case of  life and non-life insurance in India for the 
period of  analysis. For total insurance, the relationship 
is positive but insignificant. Additionally, we examine 
whether liberalisation (increase in FDI cap in 2015) 
of  the insurance sector influences the relationship 
between equity share capital and insurance penetration. 
In the case of  total and non-life insurance, results imply 
that the positive relationship between penetration and 
equity share capital for these two segments is stronger 
in the years after the hike in the FDI cap as compared 
to earlier years. For life insurance, the effect of  
liberalisation on the relationship between penetration 
and equity share capital is positive but insignificant.

Thus, our analysis makes a case for liberalising the 
FDI cap for the insurance sector, as it provides 
capital to the insurers, which in turn positively 
impacts the insurance penetration rate. In addition, 
the liberalisation of  the sector itself  reinforces the 
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positive relationship between insurer capital and 
insurance penetration.

Way forward

In order to increase the penetration rates and 
density, uninsured rural areas and the urban poor 
must be brought under the ambit of  insurance 
coverage. Insurance companies in India will have 
to show long-term commitment to the rural sector 
as well, and will have to design products which 
are suitable for rural people. Insurance companies 
need to think about their distribution mechanism 
to work effectively in rural markets. The focus of  
the insurance sector is steadily shifting towards 
increasing access to low-cost  , simple insurance 
products, including those that can be sold through 
online channels. Simultaneously, a complementary 
thrust to spread awareness and improve financial 
literacy, particularly the concept of  insurance, 
and its importance, can help. In this context, 
government insurance schemes such as Pradhan 
Mantri Jan Arogya Yojana, Pradhan Mantri Fasal Bima 
Yojana, Pradhan Mantri Suraksha Bima Yojana, and 
Pradhan Mantri Jeevan Jyoti Bima Yojana are notable 
contributors in expanding insurance coverage 
among the population.

The merger of  the three public sector general 
insurers, which has now been called off, could have 
implications for the future of  general insurance 
in India. The issue of  low capital levels needs to 
be addressed, and there is the related aspect of  
implementation of  a risk-based capital framework.8 
Prior to that, the precarious state of  public-sector 
general insurers’ finances should be tackled, and the 
new regime should find the right mix between the 
growth of  the insurance industry and safeguarding 
policyholders’ interests.

Another area that necessitates regulatory scrutiny is 
that of  application of  technology in insurance. An 
example is the emergence of  ‘InsurTech’, designed 
to make the claim process simpler and more 
comprehensible. In this context, the Indian insurance 
market can gain from the right use of  technology and 
innovation, if  a comprehensive framework is created 
for the sector, keeping the associated challenges in 
mind. Demographic factors, coupled with increasing 
awareness and financial literacy, are likely to catalyse 

the growth of  the sector. An enhanced regulatory 
regime that focuses on increasing insurance coverage 
will also help.

Note:

1. Supplementary grants are the additional 
grants required to meet the expenditure of  
the government. These are presented and 
passed by the Parliament before the end of  the 
financial year.

2. Since 2007, except for motor third-party 
insurance, non-life general insurance 
companies have had a free market approach 
to pricing. Due to competition, to maintain 
the market share, and to keep the premiums 
competitive, companies have resorted to 
undercutting premiums.

3. Rather than exploring other sectors such as 
home insurance, or home appliances insurance, 
major private insurers are overcrowding 
in certain sectors, such as crop and motor 
insurance.

4. The debate in crop insurance is whether public 
or private insurers are better. Public and private 
insurers can coexist, and it is necessary.

5. New channels, including online and point-of-
sales, are being developed but their market 
share is insignificant. Enhancing distribution 
channels holds the key to unlocking growth 
in penetration and density rates in the Indian 
insurance sector.

6. Also, the Reserve Bank of  India (RBI) has 
put a ceiling on banks’ holdings in insurance 
companies at 30%.

7. Lack of  data related to patient profiles, 
morbidity rates, and cost of  treatment, which 
are required to underwrite risk, will have an 
effect on the premiums for products designed 
specifically for Covid-19. Insurers may under 
or over price their products due to this.

8. Risk-based capital is a method of  computing 
the minimum capital that is appropriate for a 
reporting entity to buttress its entire business 
operations in view of  its size as well as risk 
profile, according to IRDAI (2017).
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India’s insurance sector: Challenges 
and opportunities

Source – Televisory.com

The insurance industry in India has seen a strong 
growth cycle post the year 2000 and it is reaping 
the benefits of  the tailwind of  a strong economic 
growth environment in the country. The industry 
has seen a large expansion in the total number 
of  policies in both, the life and general insurance 
segments. The favorable economic backdrop 
which resulted in the expanding per capita income 
and living standards coupled with a supportive 
demographic environment consisting of  a growing 
middle class and a large young insurable population 
resulted in a strong growth cycle for the industry 
which reached a total industry size of  ~USD 280 
Billion in 2020.

Source: IRDAI

The industry comprises a total of  70 players involved 
in insurance activities which includes 24 life insurers, 
27 general insurers, 7 standalone health insurers and 
12 re-insurers. During the period 2015-19, the total 
premium received has grown at a CAGR of  ~11.6% 
in the life insurance segment and 18.9% in the general 
insurance segment. As a result, the total premium 
received in the country has grown to a substantial 
INR 6.7 Trillion. The government involvement in 
the industry is significant in all segments including 
life, general and reinsurance which has helped keep 
the premium levels competitive in the industry and 
has helped support the growth atmosphere in the 
industry.

Source: IRDAI

However, the industry has been grappling with 
a weak trend in the insurance penetration of  the 
country post the year 2008. This is primarily due to 
the weakening sales of  market return linked insurance 
products in the aftermath of  the global financial crisis 
that occurred during 2008. Although the total policy 
premiums in the industry have grown at a strong 
CAGR of  13.2% during the period 2015-19, the 
overall insurance industry is still significantly smaller 
than that of  advanced economies such as the USA 
, Germany and Japan. The insurance penetration in 
India stands at ~3.7% which is amongst the lowest 
in the G20 countries. This provides a huge scope 
for future growth in the industry in line with the 
medium-term economic growth prospects of  the 
country and the large base of  non-insured citizens.

Impact of  the COVID 19 Pandemic
During the year 2020, the global spread of  the 
coronavirus disease (COVID-19) created a new set of  
challenges for the global economy. India managed to 
contain the spread of  the disease to a certain extent 
with the enforcement of  large-scale lockdowns and 
restrictions on the movement of  its citizens. However, 
the pandemic is causing a severe economic impact in 
the country. This has created some new challenges for 
the insurance industry in India. The key challenges 
facing the industry revolve around:

Offline Sales Model – The insurance industry in India 
largely relies on an offline sales model which involves 
the use of  agents and brokers to garner more than 
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64% of  the total insurance policy sales in both the life 
and general insurance category. The lockdowns have 
resulted in a short-term impact on the sales volume 
of  new policies. The total presence in online sales 
of  new policies forms a share of  less than 2% in the 
total volume which can result in near term weakness 
in the new policy sales of  insurance companies.

Source: IRDAI

Sharp Decline in the Returns on Investment Portfolios: 
The economic impact of  the COVID 19 virus can 
be seen through the escalated volatility in all asset 
classes that form a core part of  the investment 
portfolio of  insurance companies. This is expected 
to have an impact on the liquidity of  insurance 
companies to service their claims which can mount 
to levels beyond their cash reserves. The industry 
is also expected to see a weakness in the sales of  
market return linked insurance products like ULIPS 
that are amongst the most profitable products for 
the life insurance companies.

Claim Filing Issues: The virus pandemic is expected 
to result in delayed filing, assessment and payouts 
of  claims. This can impact the liability matching 
techniques used by the industry that ensure cash flow 
stability is maintained in each successive quarter.

Customer Premium Payment Issues: The economic 
impact of  the virus pandemic is being felt across all 
sectors in the economy and the resultant effect has 
been industry wide pay cuts along with job losses. 
The Government of  India has also provided a 
grace period towards those citizens who are unable 
to meet their insurance premium obligations during 
the lockdown period in the country. This is expected 
to create a short-term pressure on both, the new 
premium business and the renewal premiums.

The combination of  these effects is expected to 
impact the profitability and growth of  the insurance 
players in India in the short term. However, the 
insurance companies are expected to see a sharp 
recovery post the virus pandemic in light of  the 
long-term implications on the industry.

Long Term Implications
In the short term, the coronavirus pandemic is expected 
to have a significant impact on the profitability and 
growth of  the insurance industry in India. However, 
this has created an environment that is supportive 
of  the long-term structural story in the industry. The 
industry can benefit significantly from the ongoing 
transition in the sales approach and the consumer 
mindset towards insurance coverage:
Transition in the mode of  sales – The insurance industry 
in India has begun to push its sales towards the online 
sales channel directly from the websites of  insurance 
companies and through third party online sales 
platforms. This should augur well for the industry as 
it significantly cuts down on agent commissions and 
insurance brokerage fees which can form as much as 
40% of  the first year premium paid by the customer 
depending on the policy details. The transition of  
the sales channel should help improve the overall 
margins of  the underwriting business by eliminating 
commissions and can also lead to discounted 
premiums to the customers.
Psychological Impact of  the Pandemic – The coronavirus 
pandemic has highlighted the costs of  risks 
associated with mortality and medical costs that 
would need to be borne by people who still remain 
uninsured. This is expected to boost the total 
policy coverage of  the population as more people 
are expected to show interest in the policies that 
are meant to cover the risk factors associated with 
mortality and health. In the long term, this should 
lead to higher insured policy values and an increased 
number of  policies sold which can help deepen the 
insurance penetration and density in the country.
Televisory believes that the virus pandemic can have 
a significant impact on the profitability and growth 
in the insurance industry in the short term due to 
the mix of  factors addressed earlier. However, in the 
long term the industry is expected to see a significant 
improvement in line with the current dynamics and 
the higher level of  interest in the term life and health 
risk plans offered by the industry.
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Financial independence does not 
depend on your work profile or 
how much money you earn. It is 
necessary that you start early and 
plan to save towards your long-
term goals as well as to protect 
your loved ones in your absence. 

During the pandemic, we have 
seen women contributing as 
health care workers, caregivers, 
innovators, effective national 
leaders, etc. As a woman, you 
play different roles and handle 
many responsibilities. You 
could be a professional or a 
homemaker - no contribution is 
small. Along with your physical 
and mental well being, you need 
to take charge of  your financial 
well being. If  you are financially 
independent, you are in control 
of  a significant part of  your life. 

In India, the growth in uptake 
for life insurance amongst 
women is low compared to that 
among men. As per IRDAI’s 
latest annual report, in 2019-20, 
women accounted for 32% of  
the new life insurance policies 
sold as compared to 36% in 
2018-19. In terms of  the first-
year premium too, women’s 
contribution declined to 34% in 
2019-20 as compared to 37% in 
the previous year. 

Life insurance products not only 
provide financial protection but 
also enable one to do financial 

The role of  life insurance in the 
financial independence of  women

- Ms. Vibha Padalkar
Managing Director & Chief  Executive Officer

HDFC Life
planning. There is clearly a need for 
greater awareness of  the different 
product categories available and 
their relevance for women.

Health
The pandemic has made people 
realize the need for health 
insurance and allied products. 
A medical emergency can lead 
to a financial setback for the 
family. A hospitalization policy 
is therefore a must-have. One 
also needs to financially prepare 
to deal with non-communicable, 
life threatening diseases such as 
cancer and heart ailments. Fixed 
benefit plans and riders offered 
by life insurers are designed 
to provide significant financial 
support in these situations. 

Protection
Women, as earning members of  
the family need a term insurance 
cover that is at least 10 to 15 
times their annual income. It can 
be an income replacement in 
case of  an eventuality.

Savings and Investments
We all have long-term goals such 
as buying a house, children’s 
education, retirement or a dream 
vacation. The Savings & Investment 
plans offered by life insurance 
companies help build a corpus 
over the long term in a disciplined 
manner thereby translating your 
financial goals into reality. 

There are guaranteed return 
life insurance plans that offer 
an opportunity to lock-in 
current levels of  interest rates 
on future investments along 
with a life cover. Participating 
savings products too can 
enable you to generate regular 
income for life.
Unit linked plans are ideal, if  
you have a higher risk-higher 
reward outlook. With their low 
charges, these can work well 
if  you continue with the plan 
for the entire policy term, since 
any market volatility is ironed 
out over that period ensuring 
potentially superior long term 
returns over various asset classes. 
Retirement:
Retirement years are said to be 
the golden years in your life. 
Inflation and rising medical 
expenses can impact one’s 
retirement savings. Opting for 
an annuity plan enables you 
to generate guaranteed regular 
monthly income after retirement, 
for as long as you live. 

We have seen in the last year 
that setbacks can come most 
unexpectedly. However, you can 
bounce back with the right spirit 
when you are financially secured 
and well planned. So, choose an 
appropriate life insurance plan to 
protect yourself  and your family 
members and help them bounce 
back from tough times. 
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The on-going coronavirus 
pandemic changed the landscape 
of  the Indian insurance industry 
in a big way. The changes are 
expected to not only increase 
the insurance penetration rate 
in the country but also bring a 
conscious shift in the insurance 
product-mix. Over the last 10 
months, the amount of  business 

Key developments in the Indian 
insurance industry in 2020

IRDAI, ever since the onset of  the COVID-19 pandemic, has been leaving no stone unturned to make 
insurance products and services within the maximum reach of  the consumers in the most convenient way possible.

- Mr. Amit Chhabra
Head-Health & Travel Insurance

Policybazaar.com
Source – Financialexpress.com

that has happened through 
the protection portfolio has 
increased by leaps and bounds. 
Insurance is gradually being 
witnessed as a pull product from 
being a push product all this while. 
For the first time, customers 
are asking insurers about the 
right protection products that 
would meet their needs aptly. 

Overall the awareness around 
insurance, as well as the demand 
for protection products, has 
witnessed an uptick.

Throughout the year, digitisation 
was the key pillar that 
accelerated the growth of  the 
entire insurance ecosystem from 
marketing and digital policy 
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issuance to claim submission. 
Also, the way people accepted 
and adopted digital processes 
was commendable and a driving 
factor in the immense growth 
of  the insurance industry. 
Digitalisation drastically helped 
insurers – especially life and 
health – to create and distribute 
simplified, digital-native 
solutions in a cost-effective 
manner.

A massive credit for this 
significant shift in the 
consumer’s buying behaviour 
goes to the Insurance Regulatory 
and Development Authority of  
India (IRDAI). The regulator, 
ever since the onset of  the 
COVID-19 pandemic, has been 
leaving no stone unturned to 
make insurance products and 
services within the maximum 
reach of  the consumers in the 
most convenient way possible. 
IRDAI even announced several 
relaxations for customers in 2020 
in view of  the unprecedented 
situation prevailing in the 
country.

Let us have a quick look at the 
key changes that changed the 
face of  the insurance industry 
this year.

Life Insurance Industry

Within a few weeks of  the 
onset of  the COVID-19 
pandemic, as the country 
reported over a dozen deaths 
due to coronavirus infection, 

there was a sense of  fear and 
anxiety amongst the people if  
death due to the pandemic will 
be covered under life insurance 
policy. To clear the air, insurers 
on the advice of  the IRDAI 
came forward and clarified that 
death due to COVID-19 will be 
treated as a general death and 
the claim will be admissible if  
the coronavirus was diagnosed 
post-policy issuance. The step 
ensured policyholders are at 
peace in the time of  panic. 
The pandemic surely made 
people realise the importance 
of  insurance and especially 
term and health insurance 
plans. Within a month of  the 
COVID-19 pandemic, the 
term life insurance business 
started gaining traction. In 
order to make sure that people 
are able to buy insurance from 
the comfort of  their homes, 
insurers started issuing policies 
through tele-medical in place of  
a mandatory physical medical. 
This ensured that while people 
followed lock-down rules and 
stayed at home, they still had 
access to adequate coverage.

To support insurers, the 
regulator – IRDAI – allows 
insurers to take approval of  
customers through e-KYC and 
video KYC to issue them a 
policy in place of  submitting 
physical documents, which was 
not possible during the various 
phases of  lockdown. One of  

the most important regulations 
by IRDAI in the year 2020 was 
directing life insurers to come 
up with a standard term life 
insurance product – Saral Jeevan 
Bima from January 1st 2021. 
Saral Jeevan Bima is believed to 
be the right step in the direction 
of  standardizing term insurance 
plans. The plan will offer 
decent coverage to consumers 
without any restrictions on age, 
gender, income, occupation and 
geographical location. As the 
features and policy wording will 
be the same across all insurers, 
comparing and buying a term 
insurance plan would become 
much easier and convenient for 
the customers. The standard 
term plan is an efficient step of  
IRDAI towards increasing the 
life insurance penetration rate in 
India.

Health Insurance Industry

The year 2020 was a year of  
complete transformation for 
the health insurance industry 
as well, as it too went through 
a pool of  transformations 
to make health insurance 
within the reach of  one and 
all. Usually, most insurers did 
not cover hospitalisation due 
to pandemic under health 
insurance policy, this created 
a lot of  nervousness amongst 
the customers. However, 
with timely intervention of  
the IRDAI, all general and 
specialised health insurers were 
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directed to cover hospitalisation 
due to COVID-19 under a 
regular health insurance policy 
and provide cashless treatment 
to the customers. While all 
existing health insurance 
policies started covering 
the pandemic from day 1, 
customers buying a new health 
insurance cover had to serve a 
waiting period of  15-days. Just 
like term life insurance, the 
business of  health insurance 
also started gaining traction 
within a month of  the onset of  
the COVID-19 pandemic with 
most insurers reporting a rise 
in the business by 35 – 40 per 
cent. In the health insurance 
industry too, the regulator 
allowed insurers to issue policy 
through telemedical, e-KYC 
and video KYC to limit the 
movement of  people. At the 
same time, claims are being 
processed digitally without 
any need to submit physical 
documents.

During the pandemic, the 
regulator wanted to bring 
maximum people under the 
insurance umbrella so that 
they can take the best possible 
treatment for coronavirus 
infection. To make it possible, 
the regulator advised insurers 
to come up with coronavirus 
specific insurance plans at the 
earliest. Adhering to IRDAI 

guidelines, in the month of  July, 
insurance companies launched 
two standard COVID-19 
health insurance policies – 
Corona Kavach and Corona 
Rakshak. Both these policies 
cover the cost of  treatment 
of  COVID-19 and co-morbid 
conditions, including pre-
existing conditions with their 
tenure ranging from 3.5 months 
to 9.5 months. Within a few 
months, over 3 million policies 
were bought by consumers to 
stay financially secure. Some 
other key developments in 
the health insurance segment 
include allowing consumers 
to pay their health insurance 
premiums in easy monthly 
instalments. This helped in 
increasing affordability, as 
customers are now able to 
buy health covers with greater 
sum insured. Inclusion of  
telemedicine under health 
insurance cover and coverage 
for uncovered ailments like 
mental illness, stress or 
psychological disorder and 
age-related disorders under 
standardisation of  health 
products are some other 
prominent developments.

Motor Insurance Industry

Just like life and health insurance 
industry, the Indian motor 
insurance industry as well went 
through a few yet significant 

changes in the year 2020. The 
insurance regulatory authority 
decided to scrap the long-
term motor comprehensive 
insurance packages for three 
years for 4-wheelers, and five 
years for two-wheelers from 
August 1st. The step was taken 
post taking feedback on the 
way the long term package 
products were priced and the 
manner in which they used to 
function. For customers, the 
move means deduction in cost 
of  first-year insurance when 
buying a new four-wheeler and 
two-wheeler. The step also 
ensures that the customers 
do not have to necessarily 
continue with the same insurer 
for 4-years if  not satisfied with 
the services offered.

The year 2020 also witnessed 
the introduction of  “Switch 
On-Switch Off ” insurance in 
the motor insurance sector. 
The plan enables individuals 
to pay the premium only at the 
time they need the insurance 
cover rather than having the 
insurance for one complete 
year. Some prominent insurers 
which came with sand-box 
products in this category 
include Edelweiss General 
Insurance (EGI) – Edelweiss 
SWITCH and Bharti AXA 
General Insurance – Pay-As-
You-Drive.
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Top 5 Trends in the Insurance Industry
Source – WNS.com

Key Points

▪ The global insurance 
market is experiencing a 
transformation to ‘digital-
first’ business models that 
can unlock new value worth 
billions of  dollars

▪ With an increasing focus 
on personalized premiums 
and usage-based coverage, 
insurers are leveraging 

the Internet of  Things, 
advanced analytics and 
machine learning to develop 
more granular individual 
risk profiles

▪ Collaboration between 
traditional insurance and 
InsurTech firms will give 
rise to newer models and 
revenue streams, higher 
profitability and reduced 

operational costs

▪ The USD 5 Trillion global 
insurance market1  is in the 
midst of  a game-changing 
course correction that will 
re-define 'business as usual.' 
A 'digital first' urgency 
is sweeping across the 
landscape, driven by a new 
generation of  consumers, 
data, automation and 
Artificial Intelligence (AI).

▪ Let's take a look at the top 
trends that are shaping the 
insurance industry and how 
digital technologies are 
driving irreversible change.

1.  New Models, Personalized 
Products

▪ The digital economy will 
make usage-based, on-
demand and 'all-in-one' 
insurance lifestyle products 
more relevant. Customers 
will prefer personalized 
insurance covers instead of  
the one-size-fits-all products 
currently available.

▪ Today, more than 80 
percent of  the premiums 
collected by insurers is 
lost to distribution costs. 
Digital models will make 
intermediaries in the 
insurance value chain - 
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marked by their excessive 
dependence on human 
effort - obsolete.

▪ Flexible coverage options, 
micro insurance and peer-
to-peer insurance will 
become viable options in 
the long run. Reinsurers will 
provide risk capital directly 
to digital brands, and 
regulatory frameworks will 
accommodate shorter value 
chains.

▪ Lifestyle apps will re-
imagine the insurer-insured 
relationships. Application 
Programming Interfaces 
(APIs) will enable the 
creation of  insights-driven 
offerings as they integrate 
data from multiple sources. 
Deeper understanding of  
customer behaviors will 
lead to more accurate risk 
assessments, personalized 
premiums and value on a 
sustainable basis for better 
customer experience and 
brand loyalty, plus reduced 
false claims.

2.  AI & Automation for 
Faster Claims

▪ Robotic Process 
Automation (RPA) and AI 
will occupy center stage in 
insurance, driven by newer 
data channels, better data 
processing capabilities 
and advancements in AI 
algorithms. For example, 
InsurTech company 
Lemonade's business 

model deploys AI and 
behavioral economics as 
its core elements. While 
AI eliminates brokers and 
paperwork, its behavioral 
economics capabilities 
minimize fraud - leading 
to reduced time, effort and 
costs.

▪ Another InsurTech firm 
Tyche has deployed an AI-
infused claim likelihood 
model in underwriting to 
accurately determine the 
risks and achieve higher 
profitability.

▪ Bots will become 
mainstream in both the front 
and back-office to automate 
policy servicing and claims 
management for faster 
and more personalized 
customer service. For 
example, a leading U.S. auto 
insurer's virtual assistant 
answers customer queries 
on policies and payments. 
Lemonade's claims bot 
Jim assesses and pays out 
property claims in just 
three seconds. Automated 
insurance agent SPIXII 
interacts with customers 
through a mobile app and 
other messenger platforms 
to help in the purchase of  
the right policies.

▪ AI and automation will 
profoundly impact and 
improve business outcomes 
in customer experience, cost 
optimization, operational 
efficiencies, market 
competitiveness and newer 
business models.

3.  Advanced Analytics & 
Proactiveness

▪ Premiums will become highly 
personalized, enabled by new 
sources of  tech-enabled data 
such as Internet of  Things, 
mobile-enabled InsurTech 
apps and wearables. With the 
connected devices market 
poised to grow strongly in 
the next five years, Property 
and Casualty (P&C) insurers 
will be able to extract real-
time and accurate data on the 
loss exposure of  individual 
consumers. This will help 
them proactively respond 
with timely and highly 
personalized interventions.

▪ A Europe-based insurance 
company's partnership with 
Panasonic is a good example. 
Panasonic's sensors provide 
mobile alerts to both the 
insurer and its customers 
for quick and informed 
mitigation of  issues.

▪ Drone and imaging 
technology will increasingly 
enable insurers to obtain 
high-definition images for 
remote and accurate property 
estimations and analysis. 
A few leading U.S. auto 
insurers deployed drones to 
assess Hurricane Harvey's 
damages. An Australian 
insurance company was able 
to settle 90 percent of  big 
loss claims within 90 days by 
deploying drones.2
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▪ Additionally, insights will 
be built through data set 
relationships to create 
deeper granularity in 
individual risk profiles 
and protect insurers from 
emerging risk exposures. 
For example, a U.K.-
based insurance company 
leverages predictive 
analytics to model complex 
customer behavior, achieve 
enhanced pricing accuracy 
and significantly reduce 
decision time. A U.S. insurer 
deploys a telematics device 
to provide drivers real-time 
feedback to encourage 
safe-driving. This has 
helped customers save up 
to 40 percent on insurance 
premiums.3

▪ Advanced analytics will be 
deployed to dynamically 
segment users and needs, 
model behaviors and identify 
exceptions, adjust policy 
prices, optimize business 
strategies, and identify new 
growth opportunities. Scale 
can be further incorporated 
through automation, AI 
and machine learning to 
transform insurers into 
active risk managers.

4. InsurTech Partnerships

▪ InsurTech firms have 
been showing significant 
growth in the areas of  

auto, home ownership 
and cyber insurance. Such 
strong growth will stimulate 
traditional insurers to 
either acquire technology 
capabilities or partner with 
InsurTech companies. With 
an increasing demand for 
innovative products and 
services from millennials, 
such collaboration will 
become a critical imperative.

▪ Overall, it will be a win-
win situation — traditional 
insurers will benefit from 
faster results in establishing 
a tech culture and InsurTech 
companies will get access 
to larger customer bases, 
funding and domain 
expertise. It will give rise 
to newer models and 
revenue streams for higher 
profitability and reduced 
operational costs. Customer 
experiences will be enhanced 
with value-added offerings.

5. Mainstreaming Blockchain

▪ The need for huge volumes 
of  customer data to be 
processed in real time 
by different insurance 
functions calls for easy 
and secure transfer of  data 
across organizations and 
their diverse stakeholders.

▪ Blockchain technology 
provides the advantage of  
secure data management 
across multiple interfaces 

and stakeholders without 
loss of  integrity. From 
identity management 
and underwriting to 
claims processing, 
fraud management and 
reliable data availability, 
the technology offers 
reduced operational costs. 
Decentralized Autonomous 
Organizations (DAOs) 
and smart contracts are 
additional benefits that 
blockchain can offer in 
policy management.

▪ Interestingly, more than 38 
insurance and reinsurance 
companies have embarked 
on an initiative called the 
B3i to explore blockchain 
applications in insurance. 
The beta version of  a 
blockchain-based insurance 
solution is expected to be 
deployed in 2018.

▪ The above trends indicate 
that new value worth billions 
of  dollars can be created for 
the insurance industry. The 
key is to understand how 
and when to tap into this 
potential leveraging existing 
and new technologies.
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Covid and the Insurance Industry
Introduction 

India is on the brink of  facing 
the third wave of  Covid, with 
infections predicted to rise 
exponentially. This is bound 
to lead to a rising number 
of  casualties cutting across 
socioeconomic classes. The 
ordeal does not even end there. 
Mounting medical bills are 
pushing many middle class 
families below the poverty 
line, leading to a precarious 
socioeconomic situation 
which needs to be addressed 
immediately. Due to vaccine 
shortages, many people keen on 
inoculation are effectively being 
made to pay for it, while those 
most at risk are not adequately 
insured. With well over half  of  
India’s population not being 
covered by any sort of  insurance, 
it is a deplorable situation indeed, 
particularly in these testing times. 
The government’s universal 
health insurance scheme is well 
intentioned, but it is debatable 
whether it has effectively 
improved access to healthcare 
facilities at the grassroots level, 
especially during the pandemic. 
Policymakers need to urgently 
consider developing a minimum 
– and rising – healthcare standard 
for everyone, particularly those at 
the bottom of  the pyramid. The 
goal should be to ensure quality 
medical care for all whenever and 
wherever they need it.

Covid and the insurance 
industry 

As far as India’s insurance 
industry is concerned, Covid 
is not just a health virus but 
also an economic virus. Covid 
has disrupted India’s insurance 
sector in two fundamental ways – 
it created new avenues for higher 
(and more innovative) future 
growth, but it has also reversed 
many of  the gains made earlier. 
The number of  new insurance 
policies issued declined as the 
purchasing power of  customers 
fell. At the same time people 
are becoming more aware of  
the need to be covered by some 
form of  insurance in this age of  
uncertainty. Health is wealth is 
no longer an adage, but a reality. 
That bodes well for the long-
term growth of  the industry.

A Catch-22 situation has emerged. 
The economic burden of  the 
virus, in terms of  hospitalization 
charges, has made people realize 
the value of  insurance. Many 
in the middle class now believe 
that insurance is a necessary 
risk-mitigation tool, and not just 
an investment product for the 
wealthy. This has nudged several 
to demand insurance – whatever 
is within their economic reach. 
At the same time, with rising job 
losses due to Covid, the ability to 
pay for comprehensive insurance 
packages has declined. This is 
where visionary policy needs 
to enter the picture and try to 

create a win-win situation for all 
stakeholders. 

A lot of  product innovation lies 
ahead for the insurance industry. 
Covid has legitimized work from 
home for millions of  Indians, 
thus creating a huge market 
for new types of  insurance e.g. 
cybersecurity insurance. This 
would have been unthinkable 
in pre-pandemic times. Social 
distancing is also a new reality, 
forcing insurance companies to 
digitalize their operations so that 
customers need not risk their 
health by physically visiting their 
branches. Covid has also changed 
the pattern of  claims – life 
insurance claims have increased 
almost 10 times since the second 
wave, while general insurance 
like motor insurance etc. has 
fallen. According to IRDAI, the 
life insurance industry has grown 
21% more in February 2021 as 
compared to February 2020. 

Conclusion

It remains to be seen whether 
the insurance industry can 
harness the rapidly evolving 
market situation to its advantage. 
A host of  challenges do surely 
lie ahead, but a judicious use 
of  technology coupled with an 
astute understanding of  customer 
psychology, as well as the ground-
level realities of  life imposed by 
Covid on innumerable Indians, 
can certainly make a strong 
positive difference to the fortunes 
of  the industry.
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