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4. Insurance for All by 2047 - Economy 
The Insurance Regulatory and Development Authority of India has set the ambitious vision of 

"Insurance for All by 2047," aiming for comprehensive coverage across life, health, and property 
insurance segments. 
Background 

Insurance, a fundamental risk-management tool in modern economies, remained severely 
underdeveloped in India for decades despite the country's large population and growing economy. 
Post-independence, the sector operated as a government monopoly following nationalization of life 
insurance in 1956 and general insurance in 1972, resulting in limited product innovation, poor service 
quality, and restricted access. The 1991 economic liberalization gradually extended to insurance, with the 
Malhotra Committee recommending sector opening to private and foreign participation. The Insurance 
Regulatory and Development Authority was established in 1999-2000 to regulate the liberalized sector, 
enabling entry of private insurers and introducing competition. However, progress remained slow—by 
2024, India ranked only 10th globally in insurance market size despite being the world's most populous 
nation, with penetration at mere 3.7% compared to the global average of 7.3%. This underinsurance 
leaves millions of families vulnerable to financial catastrophe from health emergencies, accidental 
deaths, natural disasters, and agricultural losses. Recognizing insurance's critical role in financial 
security, economic resilience, and inclusive development, IRDAI announced the transformative 
"Insurance for All by 2047" vision coinciding with India's centenary of independence. This ambitious goal 
requires addressing structural challenges including low awareness, affordability constraints, urban-
centric distribution, claims settlement issues, and regulatory barriers that have historically limited 
insurance accessibility and uptake. 
Current State of India's Insurance Sector 
Global Position and Market Size 
1. India has emerged as the 10th largest insurance market globally, commanding 1.8% share of total 

global premium volumes. 
2. This ranking reflects significant growth from negligible presence two decades ago, driven by 

economic expansion and regulatory reforms. 
3. However, the position remains modest given India's population size and economic potential relative 

to global insurance leaders. 
Penetration and Density Metrics 
1. Insurance penetration—gross premiums as percentage of GDP—stands at 3.7%, significantly below 

the global average of 7.3% recorded in 2024. 
2. Life insurance contributes 2.7 percentage points to total penetration, while non-life insurance adds 

only 1 percentage point. 
3. Insurance density measuring per capita premium has increased to USD 97, reflecting gradual 

expansion but remaining low in absolute terms. 
4. These metrics indicate that vast majority of Indians lack adequate insurance coverage across life, 

health, and property segments. 
Sectoral Composition 
1. Health insurance has emerged as the leading segment within non-life insurance, contributing 41% of 

gross domestic premium collections. 
2. This dominance reflects rising healthcare costs, growing health awareness, and government 

initiatives like Ayushman Bharat expanding coverage. 
3. Motor insurance, property insurance, and crop insurance constitute other significant non-life 

segments supporting economic activities. 
Understanding Insurance Terminology 
Insurance Penetration 
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1. Insurance penetration is defined as gross premiums written for direct life and non-life insurance 
business expressed as percentage of GDP. 

2. This metric measures insurance sector's relative size compared to overall economic activity, 
indicating market development depth. 

3. Higher penetration suggests greater financial protection coverage across the population and 
economy. 

Insurance Density 
1. Insurance density represents the ratio of total premiums collected to total population, calculating 

per capita premium expenditure. 
2. This metric captures average spending on insurance per person, reflecting both affordability and 

awareness levels. 
3. Rising density indicates increasing insurance consumption as incomes grow and awareness 

spreads. 
Insurance Premium 
1. An insurance premium is the amount paid by individuals or businesses to obtain insurance policy 

coverage for specified risks. 
2. Premium amounts vary across policyholders based on multiple risk factors including age, residence 

area, employment nature, health conditions, and income levels. 
3. Risk-based pricing ensures those with higher risk exposure pay proportionately higher premiums 

reflecting actuarial probabilities. 
Economic Significance of Insurance 
Financial Continuity and Stability 
1. Insurance ensures household financial stability by protecting against income shocks from death, 

disability, illness, or property loss. 
2. Coverage prevents distress sale of productive assets when families face emergency expenses, 

preserving long-term economic capacity. 
3. Financial protection enables families to maintain consumption levels and continue investments in 

education and health despite adverse events. 
Investment and Entrepreneurship Support 
1. Insurance reduces uncertainty surrounding business operations, encouraging entrepreneurship and 

commercial risk-taking essential for economic dynamism. 
2. Property and liability insurance protects business investments from fire, natural disasters, accidents, 

and legal claims. 
3. Availability of insurance makes lenders more willing to provide credit, as insured assets and lives 

provide better collateral security. 
Capital Formation Contribution 
1. Life insurance promotes systematic long-term savings through regular premium payments 

accumulating substantial funds over policy tenure. 
2. Insurance companies pool these savings and invest in infrastructure bonds, corporate securities, and 

government instruments supporting capital formation. 
3. Insurance funds constitute significant institutional investors providing stable, long-term capital for 

economic development projects. 
Major Government Insurance Schemes 
Life Insurance Initiatives 
1. Pradhan Mantri Jeevan Jyoti Bima Yojana provides life insurance cover of ₹2 lakh at affordable 

annual premium ensuring financial protection to families upon insured's death. 
2. The scheme targets economically vulnerable sections who cannot afford conventional life insurance, 

providing basic death benefit coverage. 
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Accident Coverage Programs 
1. Pradhan Mantri Suraksha Bima Yojana offers accidental death and disability coverage at nominal 

premium making protection accessible to low-income groups. 
2. Accidental deaths create sudden income loss for families without savings buffers, making affordable 

accident insurance critically important. 
Social Security Framework 
1. Employees State Insurance Scheme provides comprehensive social security covering sickness, 

maternity, disability, and employment injury for organized sector workers. 
2. The scheme integrates insurance with healthcare delivery through dedicated ESI hospitals and 

dispensaries. 
Agricultural Risk Mitigation 
1. Pradhan Mantri Fasal Bima Yojana provides comprehensive crop insurance against natural risks 

including drought, floods, pests, and diseases. 
2. The scheme ensures income stability for farmers whose livelihoods depend on weather-dependent 

agriculture vulnerable to climate variability. 
Recent Policy and Regulatory Reforms 
Legislative Amendments 
1. The Sabka Bima Sabki Raksha (Amendment of Insurance Laws) Act, 2025, amended the Insurance 

Act 1938, LIC Act 1956, and IRDAI Act 1999. 
2. These comprehensive amendments aim to strengthen the insurance ecosystem through 

modernized regulatory frameworks reflecting contemporary needs. 
Foreign Direct Investment Liberalization 
1. The amendment raises the FDI limit in Indian insurance companies from 74% to 100%, permitting 

complete foreign ownership. 
2. This liberalization attracts global insurance expertise, capital, and technology accelerating sector 

development and innovation. 
3. Foreign insurers bring international best practices in product design, underwriting, claims 

management, and customer service. 
Tax Relief Measures 
1. GST exemption was granted on all individual life insurance policies and health insurance policies 

including family floaters effective September 22, 2025. 
2. The removal of 18% GST significantly lowers premium costs making insurance more affordable and 

encouraging wider adoption. 
3. Reinsurance also receives GST exemption reducing costs for primary insurers and ultimately 

benefiting policyholders. 
Moratorium Period Reduction 
1. Moratorium period refers to the fixed timeframe after which insurers cannot deny claims citing non-

disclosure or misrepresentation except proven fraud. 
2. IRDAI reduced the moratorium period from 8 years to 60 months (5 years) in 2024, providing earlier 

claim certainty to policyholders. 
3. Shorter moratorium protects genuine policyholders from prolonged uncertainty while maintaining 

fraud detection provisions. 
Standardized Free-Look Period 
1. IRDAI introduced a standard 30-day free-look period for policies with terms of one year or more. 
2. This period allows policyholders to assess and review policy documents, returning policies for full 

refund if unsatisfied. 
3. Standardization protects consumers from high-pressure sales tactics and ensures informed 

decision-making. 
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Premium Payment Grace Periods 
1. Grace periods of 15 days for monthly premium payments and 30 days for quarterly/half-

yearly/annual payments allow delayed premium payment without policy lapse. 
2. This flexibility prevents unintentional policy termination due to temporary cash flow constraints or 

oversight. 
 
Mid-Term Cancellation Refunds 
1. Regulations mandate insurers refund premiums or proportionate premiums for unexpired policy 

periods upon mid-term cancellation. 
2. This provision protects policyholders who need to cancel coverage due to changed circumstances, 

preventing complete premium forfeiture. 
Challenges Constraining Insurance Growth 
Low Penetration Persistence 
1. Despite growth, insurance penetration remains low at 3.7% compared to global average of 7.3%, 

indicating inadequate coverage depth. 
2. Vast population segments lack any insurance protection, remaining vulnerable to financial shocks 

from health, death, or property loss. 
Claims Settlement Problems 
1. Delays in claims processing and lack of transparency in settlement decisions reduce customer trust 

and discourage insurance purchase. 
2. Complex documentation requirements, prolonged investigations, and arbitrary rejections create 

negative perceptions about insurance utility. 
Distribution Network Gaps 
1. Insurance distribution remains largely urban-centric with limited presence in rural and remote areas 

lacking agent networks. 
2. Geographic concentration prevents millions in underserved regions from accessing insurance 

products and advisory services. 
Affordability Barriers 
1. High premium costs relative to income levels make insurance products inaccessible for low-income 

households and informal sector workers. 
2. Pricing models based on urban, formal sector populations fail to accommodate irregular income 

patterns of agricultural and informal workers. 
Fraud and Mis-selling 
1. Fraudulent claims inflate insurer costs ultimately raising premiums for honest policyholders and 

reducing sector profitability. 
2. Mis-selling practices by commission-driven intermediaries result in customers purchasing 

inappropriate products not matching their needs. 
3. Poor product understanding and unrealistic expectations lead to dissatisfaction when claims are 

legitimately rejected. 
Rising Cost Pressures 
1. Increasing medical treatment costs and expanding claim frequencies are raising health insurance 

premiums affecting affordability. 
2. Natural disaster frequency and severity increases driven by climate change elevate property and 

agricultural insurance claims. 
Insurance Regulatory and Development Authority 
Establishment and Legal Framework 
1. IRDAI was constituted in 1999 as an autonomous body following Malhotra Committee 

recommendations to regulate and develop insurance. 
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2. It was incorporated as a statutory body on April 19, 2000, with regulatory powers under Section 114A of 
the Insurance Act, 1938. 

Objectives and Jurisdiction 
1. The main objective is protecting policyholders' interests while regulating and promoting orderly 

insurance industry growth. 
2. IRDAI operates under the Ministry of Finance's jurisdiction, ensuring policy alignment with broader 

economic governance. 
 
Regulatory Functions 
1. IRDAI frames regulations covering company registration, licensing requirements, capital adequacy 

norms, and investment guidelines. 
2. Consumer protection regulations address grievance redressal, claim settlement standards, policy 

terms transparency, and sales practice oversight. 
Way Forward 
Expand Distribution Networks 
1. Leverage technology through digital platforms, mobile apps, and online sales channels reaching 

underserved rural and remote areas where traditional agent networks prove economically unviable, 
while training and deploying rural insurance intermediaries understanding local contexts, languages, 
and financial constraints. 

Enhance Product Affordability and Innovation 
1. Develop microinsurance products with low premiums tailored to informal sector workers, agricultural 

laborers, and low-income households matching their irregular income patterns, while simplifying 
policy terms, reducing documentation requirements, and creating flexible premium payment options 
accommodating diverse financial situations. 

Strengthen Claims Settlement 
1. Implement technology-driven claims processing with clear timelines, automated workflows, and 

transparent status tracking reducing delays and improving customer trust, while establishing robust 
grievance redressal mechanisms with escalation procedures and ombudsman services ensuring fair 
treatment when disputes arise. 

Conclusion 
IRDAI's "Insurance for All by 2047" vision aims to transform India from the 10th largest insurance 

market with 3.7% penetration into a comprehensively covered economy. Recent reforms including FDI 
liberalization to 100%, GST exemption on premiums, and shortened moratorium periods demonstrate 
regulatory commitment. However, achieving universal coverage requires addressing persistent 
challenges of low penetration, urban-centric distribution, affordability constraints, and claims settlement 
issues through technology adoption, product innovation, and expanded rural outreach ensuring every 
Indian access financial protection. 
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