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Abstract—India, despite being the world’s fifth-largest 

economy and home to over 1.4 billion people, continues 

to exhibit critically low insurance penetration — 

standing at approximately 4.2% of GDP as of 2023, 

compared to the global average of 6.3%. This paper 

investigates the multidimensional causes behind this 

persistent gap, drawing on both secondary data from 

IRDAI, Swiss Re Sigma reports, and published 

academic literature, as well as primary survey data 

collected from 100 respondents across urban, semi-

urban, and rural areas of India. 

The study formulates and tests six research hypotheses 

pertaining to awareness, affordability, trust, education, 

digital access, and government scheme awareness. The 

integrated analysis reveals that low financial literacy, 

inadequate income levels, trust deficits, poor rural 

distribution infrastructure, and deeply ingrained 

cultural attitudes toward risk are the primary 

impediments. The paper concludes with evidence-based 

policy recommendations aimed at enhancing insurance 

outreach, improving product accessibility, and 

fostering a culture of financial protection. 
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I. INTRODUCTION 

 

Insurance is a cornerstone of financial security and 

economic resilience. It enables individuals, families, 

and businesses to manage risk and recover from 

unforeseen adversities — ranging from health 

emergencies and natural disasters to loss of life and 

property damage. In developed economies, insurance 

penetration is deeply embedded within the social and 

financial fabric, contributing significantly to long-

term capital formation and social protection systems. 

 

In India, however, the story is starkly different. 

Despite the country’s impressive economic growth 

trajectory, its insurance sector remains 

underdeveloped relative to its population size and 

economic scale. According to IRDAI’s Annual 

Report 2022–23, total insurance penetration in India 

stood at 4.2% of GDP — with life insurance at 3.2% 

and non-life insurance at a mere 1.0%. This is 

significantly below not only developed nations but 

also several emerging economies. 

 

The implications of low insurance penetration are far-

reaching. Uninsured populations are more vulnerable 

to poverty traps following health crises, are less likely 

to engage in productive risk-taking behaviour, and 

place greater fiscal burden on public welfare systems. 

For India to achieve its vision of becoming a 

developed economy by 2047 — as articulated in the 

‘Viksit Bharat’ agenda — universal or near-universal 

insurance access is not a luxury but a necessity. 

 

This paper seeks to systematically examine the 

causes of this low penetration, contextualise the issue 

within India’s unique socio-economic landscape, and 

offer a comprehensive analytical framework to guide 

policymakers, insurers, and development 

practitioners. The study supplements its secondary 

data analysis with primary survey data from 100 

respondents to derive empirically grounded insights. 

 

1.1 Research Objectives 

• To assess the current state of insurance 

penetration in India relative to global 

benchmarks. 

• To formulate and test hypotheses regarding 

the key causes of low insurance penetration. 

• To analyse primary survey data collected 

from 100 respondents across different 

demographic groups. 

• To identify and categorise the primary 

causes of low insurance penetration. 

• To analyse the interplay between economic, 

social, cultural, and structural factors. 

• To provide evidence-based 

recommendations for improving insurance 

outreach in India. 

 

II. LITERATURE REVIEW 

 

The existing body of research on insurance 

penetration in developing economies provides 

essential context for understanding the barriers that 

prevent wider adoption. The following section 
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synthesises key findings from academic scholarship, 

regulatory reports, and industry publications. A 

narrative overview of the three most substantive 

contributions precedes the consolidated reference 

table. 

 

2.1 Cole, Giné, Tobacman, Topalova, Townsend & 

Vickery (2013) 

Writing in the American Economic Journal, Cole and 

colleagues conducted a landmark field experiment 

examining barriers to household risk management in 

India. Their central finding was that awareness and 

education are statistically significant predictors of 

insurance uptake: households that received structured 

financial literacy interventions showed meaningfully 

higher adoption of rainfall insurance compared to 

control groups. The study established that demand-

side barriers — particularly low awareness and 

limited financial literacy — are more binding 

constraints than supply-side product design in the 

Indian context. This directly underpins Hypothesis 1 

(H1) of the present study. 

 

2.2 Venkatesh & Kumar (2019) 

Venkatesh and Kumar, writing in Insurance: 

Mathematics and Economics, examined how trust 

perceptions shape insurance adoption behaviour 

among Indian consumers. Their behavioural study 

found that negative claim experiences — whether 

personal or vicarious — significantly erode consumer 

trust in insurers and substantially reduce the 

probability of future policy purchases. Crucially, this 

trust deficit propagates through social networks: a 

single rejected claim discourages not only the 

claimant but also their social circle. These findings 

directly substantiate Hypothesis 3 (H3) of the present 

paper and contextualise the 66.0% claim-rejection 

exposure rate recorded in the primary survey. 

 

2.3 Swiss Re Institute Sigma Report (2023) 

The Swiss Re Institute’s annual Sigma World 

Insurance Report provides the most authoritative 

global benchmark for insurance penetration data. The 

2023 edition documents India’s total penetration at 

4.2% of GDP — split between life insurance at 3.2% 

and non-life at 1.0% — against a global average of 

6.3%. The report highlights that while India’s life 

insurance penetration is approaching global norms, 

its non-life penetration is dramatically below peer 

economies, pointing to structural deficits in health, 

crop, and property insurance markets. This cross-

national data forms the empirical baseline for the 

present study’s significance arguments and 

benchmarking analysis in Section 5.2. 

Table 2 — Literature Review Summary: Key Sources and Contributions 

# Author(s) Publication / Report Title Year Key Contribution 

1 Cole, Giné, 

Tobacman, Topalova, 

Townsend & Vickery 

Barriers to Household Risk 

Management: Evidence 

from India — American 

Economic Journal 

2013 Financial literacy interventions 

significantly increase insurance uptake; 

awareness is a binding demand-side 

constraint in India. 

2 Venkatesh & Kumar Trust, Perception, and 

Insurance Adoption in 

India: A Behavioural Study 

— Insurance: Mathematics 

and Economics 

2019 Claim rejection experiences 

significantly reduce trust and future 

adoption; trust deficit spreads through 

social networks. 

3 Swiss Re Institute Sigma World Insurance 

Report No. 4/2023 

2023 India’s total penetration at 4.2% of 

GDP vs global average of 6.3%; non-

life penetration (1.0%) critically below 

global norm (3.0%). 

4 Outreville The Economic Significance 

of Insurance Markets in 

Developing Countries — 

Journal of Risk and 

Insurance 

1990 Income level is the primary 

macroeconomic predictor of insurance 

penetration in developing economies. 
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# Author(s) Publication / Report Title Year Key Contribution 

5 Kahneman & Tversky Prospect Theory: An 

Analysis of Decision Under 

Risk — Econometrica 

1979 Loss aversion and present-bias explain 

preference for tangible savings over 

intangible insurance protection. 

6 Rajagopalan Demand for Insurance in 

Rural India — Economic 

and Political Weekly 

2013 Income constraints and lack of product 

familiarity are the primary barriers to 

insurance adoption in rural India. 

7 Das & Bhattacharya Distribution Network and 

Insurance Penetration in 

Rural India — Journal of 

Emerging Market Finance 

2021 Severe under-representation of 

insurance distribution channels in rural 

India; agent density strongly predicts 

penetration rates. 

8 IRDAI Annual Report 2022–23 2023 Official India-specific penetration data; 

regulatory framework and complaints 

data underpinning H3 and H6 analysis. 

9 Beenstock, Dickinson 

& Khajuria 

The Relationship Between 

Property-Liability 

Insurance Premiums and 

Income — Journal of Risk 

and Insurance 

1988 Establishes robust international 

evidence that income growth is the 

strongest predictor of non-life 

insurance premium growth. 

10 Ward & Zurbruegg Law, Politics and Life 

Insurance Consumption in 

Asia — Geneva Papers on 

Risk and Insurance 

2002 Legal and institutional quality 

significantly moderates life insurance 

penetration across Asian economies. 

11 Guiso, Sapienza & 

Zingales 

Trusting the Stock Market 

— Journal of Finance 

2008 Generalised trust in financial 

institutions is a key predictor of 

participation in formal financial 

markets, including insurance. 

12 Gaurav, Cole & 

Tobacman 

Marketing Complex 

Financial Products in 

Emerging Markets — 

Journal of Marketing 

Research 

2011 Product simplicity and trusted 

intermediary channels are critical for 

converting awareness into insurance 

purchase in rural India. 

13 NCFE National Financial Literacy 

Survey 2019 

2019 Only 27% of Indian adults are 

financially literate; insurance-specific 

knowledge is among the weakest 

components measured. 

14 RBI Report on Financial 

Inclusion Indicators 2022 

2022 Bank account penetration has reached 

~78% via Jan Dhan, but insurance 

linkage remains a critical gap in 

financial inclusion. 

15 World Bank Global Findex Database 

2021: Financial Inclusion, 

Digital Payments, and 

Resilience 

2021 Globally, lower-income households 

have disproportionately lower 

insurance access; digital payments 

adoption does not automatically drive 

insurance uptake. 
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III. RESEARCH METHODOLOGY 

 

3.1 Research Design 

This study adopts a mixed-methods research design 

— integrating both primary quantitative survey data 

and secondary analytical data. The research is 

descriptive and analytical in nature, examining the 

causes of low insurance penetration through multiple 

lenses: statistical, thematic, and comparative. The 

hypothesis-testing framework provides a structured 

basis for evaluating the empirical evidence. 

3.2 Primary Data Collection 

Primary data was collected through a structured 

Google Form questionnaire comprising 16 questions 

covering demographic information, insurance 

ownership, awareness, affordability perceptions, 

claim experiences, and opinions on causes of low 

penetration. The survey was distributed digitally 

between March 6–11, 2026. 

Table 3.1: Survey Demographics Summary 

Demographic Variable Category Frequency Percentage (%) 

Age Group 19–30 years 79 79.0% 

 31–50 years 9 9.0% 

 0–18 years 7 7.0% 

 51+ years 5 5.4% 

Gender Male 69 69.0% 

 Female 31 31.0% 

Residence Urban 55 55.0% 

 Semi-Urban 33 33.0% 

 Rural 11 12.0% 

Education Post Graduate 43 43.0% 

 Graduate 40 40.0% 

 HSC 13 12.0% 

 SSC 4 4.0% 

 

3.3 Secondary Data Sources 

• IRDAI Annual Reports (2018–19 to 2022–

23) 

• Swiss Re Sigma World Insurance Reports 

(2019–2023) 

• Reserve Bank of India (RBI) Reports on 

Financial Inclusion 

• National Sample Survey (NSS) — Financial 

Services Usage Module 

• World Bank Global Findex Database (2021) 

• Published peer-reviewed journal articles 

(JSTOR, SSRN, Google Scholar) 

• Reports from NITI Aayog and Ministry of 

Finance 

 

3.4 Sampling 

A convenience sampling method was employed for 

the primary survey. A total of 100 valid responses 

were collected. The sample is predominantly young 

(79.0% aged 19–30), male (69.0%), and educated 

(83.0% graduate or post-graduate), which reflects the 

digital-first distribution of the survey. The urban-

rural split (55.0%/33.0%/12.0%) provides a useful 

comparative lens despite the urban bias. 

 

3.5 Analytical Tools 

Quantitative analysis of the primary survey was 

conducted using frequency distribution and 

percentage analysis. Cross-tabulation was used to 

examine relationships between demographic 

variables and insurance ownership. Secondary data 

was analysed through comparative statistical tables 

and thematic coding of qualitative patterns. Charts 

were derived from primary survey frequencies to 

visually represent key findings. 
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3.6 Statistical Tools Used for Analysis 

The statistical tools employed in this study are 

directly aligned with the nature of the data and the 

research hypotheses. The specific tests are as follows: 

• Chi-Square (χ²) Test of Independence — 

used to examine associations between 

categorical variables for H1, H2, H4, and 

H5 (e.g., awareness vs. policy ownership; 

affordability perception vs. adoption). 

• Mann–Whitney U Test — a non-parametric 

test used to compare ordinal trust and 

financial-stress scores between groups (e.g., 

respondents with vs. without claim rejection 

experience for H3). Selected in lieu of an 

independent-samples t-test given the ordinal 

Likert-scale nature of the dependent 

variable and non-normality assumptions 

appropriate for the subsample sizes. 

• One-Sample Z-Test for Proportions — used 

to determine whether the proportion of 

government-scheme-aware respondents 

who hold a policy is statistically greater than 

a hypothesised baseline of 50% (H6). A 

one-tailed (right-tailed) test is applied in 

alignment with the directional alternative 

hypothesis. 

• Fisher’s Exact Test — applied as an 

alternative to the Chi-Square test in cases 

where minimum expected cell frequencies 

fall below 5, particularly for H5 given the 

small rural subsample (n=11). 

• Descriptive Statistics — frequencies and 

percentages used to summarise 

demographic profiles, usage trends, 

awareness levels, and platform preferences 

across all sections. 

All statistical tests are conducted at a uniform 

significance level of α = 0.05. The specific test for 

each hypothesis, along with the relevant formula, 

decision rule, and rationale, is detailed in Section 4. 

 

3.7 Limitations 

The primary survey sample skews toward educated, 

young, urban respondents due to digital distribution, 

which may underrepresent rural and lower-income 

voices. Secondary data relies on pre-2023 datasets. 

Regional heterogeneity within India is not fully 

captured. These limitations are acknowledged and 

future research directions are proposed accordingly. 

 

IV. DATA INTERPRETATION AND ANALYSIS 

 

This section presents a systematic interpretation of 

the 100 primary survey responses, organised by 

theme. Each sub-section includes the raw data, 

percentage analysis, and interpretive commentary 

linked to the research hypotheses. 

 

4.1 Insurance Ownership (Dependent Variable) 

Table 4.1: Current Insurance Policy Ownership 

Response Frequency Percentage (%) 

Yes — Currently hold an insurance policy 75 75.0% 

No — Do not hold any policy 25 25.0% 

Total 100 100.0% 

 

Interpretation: A significant majority of respondents 

(75.0%) hold at least one insurance policy. However, 

25.0% remain uninsured — a figure that, when 

extrapolated to India’s 1.4 billion population, 

represents hundreds of millions of uninsured 

individuals. The educated, urban composition of the 

sample means the true uninsured rate in the broader 

population is expected to be considerably higher. 
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Interpretation: The chart clearly shows that lack of 

awareness (52.1%) is the most dominant reason 

people believe insurance penetration is low — 

meaning many simply don’t understand what 

insurance offers or why it’s important. 

Close behind are preference for traditional savings 

(41.7%) and complex policy terms (41.7%), 

suggesting that even when people are aware, they 

either trust familiar options like savings/gold more or 

feel overwhelmed by confusing insurance products. 

Affordability (35.4%) is another major barrier, 

indicating that a significant portion of people find 

insurance too expensive relative to their income. 

Finally, about 21.9% feel insurance isn’t necessary, 

highlighting a mindset issue — people underestimate 

risk or don’t prioritize financial protection. 

 
Interpretation: The chart shows that most people are 

careful about how much they spend on insurance. 

About 51% are only willing to spend a small part of 

their income (0–15%), which means insurance is not 

their top priority. Some people (26%) are okay 

spending a bit more, but very few are willing to spend 

a large share of their income. As the cost increases, 

interest drops quickly. Overall, this means people 

find insurance expensive and prefer to spend only a 

limited amount, which is why high premiums can 

stop many from buying it. 

Hypothesis 1 — Awareness and Financial Literacy 

H1  

H₀ There is no significant relationship between awareness of insurance products and the likelihood of 

holding an insurance policy. 
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H₁ Respondents who are aware of different types of insurance are significantly more likely to hold an 

active insurance policy. 

Statistical Test: Chi-Square (χ²) Test of Independence 

The Chi-Square test of independence is appropriate 

because both variables — insurance awareness status 

and policy ownership — are categorical in nature. 

The test assesses whether a statistically significant 

association exists between the two variables beyond 

what would be expected by chance. 

χ² = Σ [(Oᵢ − Eᵢ)² / Eᵢ] 

Where Oᵢ represents the observed frequency in each 

cell and Eᵢ represents the expected frequency under 

the assumption of independence.  

Level of Significance: α = 0.05 

Decision Rule: H₀ will be rejected if the computed p-

value is less than 0.05 (p < 0.05). If p ≥ 0.05, there is 

insufficient evidence to reject H₀, and it will be 

concluded that awareness and policy ownership are 

statistically independent in this sample. Note: if 

minimum expected cell frequencies fall below 5, 

Fisher’s Exact Test will be applied as an alternative. 

Rationale: Financial literacy is a well-established 

predictor of insurance uptake (Cole et al., 2013). 

Survey data indicates that 85 out of 100 respondents 

(85.0%) are aware of different types of insurance, 

and 75 of those hold a policy, suggesting a positive 

correlation between awareness and policy 

ownership. 

 

4.2 Insurance Awareness (H1 — Awareness Hypothesis) 

Table 4.2: Awareness of Different Types of Insurance 

Awareness Level Frequency Percentage (%) 

Aware of different types of insurance 85 85.0% 

Not aware 15 15.0% 

Total 100 100.0% 

 

Table 4.3: Information Sources for Insurance 

Source of Information Frequency Percentage (%) 

Insurance Agents 36 36.0% 

Banks 19 19.0% 

Advertisements 16 16.0% 

Social Media 15 15.0% 

Other (Family, Internet, etc.) 14 14.0% 

Total 100 100.0% 

Interpretation: While 85.0% claim awareness, 

insurance agents remain the dominant source of 

information (36.0%), followed by banks (19.0%). 

This reflects the persisting reliance on traditional 

intermediaries rather than digital or institutional 

channels. The 15.0% who are completely unaware 

are likely concentrated in the rural and SSC-educated 

segments, and their lack of awareness directly 

supports H1₁. 

Hypothesis 2 — Income Affordability and Willingness to Spend 

H2  

H₀ There is no significant relationship between perceived affordability of insurance premiums and 

insurance adoption. 
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H₁ Respondents who perceive insurance premiums as unaffordable are less likely to hold an insurance 

policy. 

Statistical Test: Chi-Square (χ²) Test of Independence 

The Chi-Square test is appropriate because both 

variables — perceived premium affordability 

(affordable vs. not affordable) and policy ownership 

(yes vs. no) — are categorical. The test determines 

whether affordability perception and insurance 

adoption are statistically associated. 

χ² = Σ [(Oᵢ − Eᵢ)² / Eᵢ] 

Level of Significance: α = 0.05 

Decision Rule: H₀ will be rejected if p < 0.05. Failure 

to reject H₀ (p ≥ 0.05) would indicate that 

affordability perception is not a statistically 

significant determinant of policy ownership within 

this sample. 

Rationale: 35 out of 100 respondents (35.0%) 

consider premiums unaffordable. Literature 

(Outreville, 1990; Rajagopalan, 2013) confirms 

income constraints as a leading deterrent. The survey 

data is expected to confirm this relationship across 

income groups. 

 

4.3 Affordability Perceptions (H2 — Affordability Hypothesis) 

Table 4.4: Perceived Affordability of Insurance Premiums 

Perception Frequency Percentage (%) 

Premiums are affordable 65 65.0% 

Premiums are NOT affordable 35 35.0% 

Total 100 100.0% 

 

Table 4.5: Willingness to Spend (% of Income on Insurance) 

Income % Willing to Spend Frequency Percentage (%) 

0–15% 51 51.0% 

15–30% 26 26.0% 

30–45% 15 15.0% 

45% and above 8 8.0% 

Total 100 100.0% 

 

Interpretation: Over one-third of respondents 

(35.0%) perceive premiums as unaffordable, which 

directly supports H2₁. Moreover, over half (51.0%) 

are willing to spend only 0–15% of income on 

insurance, reflecting strong price sensitivity. With a 

predominantly young and partially employed sample, 

this price sensitivity would be even more pronounced 

in lower-income, rural demographics not fully 

captured here. This corroborates Rajagopalan (2013) 

and Outreville (1990). 

 

4.4 Trust and Claim Experience (H3 — Trust Hypothesis) 

Table 4.6: Experience with Claim Rejection or Delay 

Experience Frequency Percentage (%) 

Yes — Have faced or know someone who faced claim 

rejection/delay 

66 66.0% 

No — No such experience 34 34.0% 

Total 100 100.0% 
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Interpretation: A striking 66.0% of respondents 

report direct or vicarious experience with claim 

rejection or delays. This is among the most 

significant findings of the primary survey and 

strongly supports H3₁. Trust, once broken, spreads 

through social networks: a person who was denied a 

claim will actively discourage friends and family 

from buying insurance. This ‘negative word-of-

mouth’ effect creates a multiplier on the trust deficit 

that official statistics fail to capture. Venkatesh & 

Kumar’s (2019) findings are directly validated here. 

 

Hypothesis 3 — Trust Deficit and Claim Experience 

H3  

H₀ Personal or vicarious experience of claim rejection or delay has no significant effect on trust in 

insurance companies or on future insurance adoption. 

H₁ Respondents who have experienced claim rejection or delay are significantly less likely to trust 

insurers and more likely to remain uninsured. 

Statistical Test: Mann–Whitney U Test 

The Mann–Whitney U Test is selected because the 

dependent variable — self-reported trust level in 

insurance companies — is measured on an ordinal 

Likert scale and cannot be assumed to follow a 

normal distribution. This non-parametric test ranks 

all observations jointly and compares rank sums 

between respondents with and without claim 

rejection experience. 

U = n₁n₂ + [n₁(n₁+1)/2] − R₁ 

Where n₁ and n₂ are the sample sizes of the two 

groups and R₁ is the sum of ranks assigned to Group 

1.  

Level of Significance: α = 0.05 

Decision Rule: H₀ will be rejected if the p-value 

associated with the U statistic is less than 0.05 (p < 

0.05), indicating that respondents with claim 

rejection experience report systematically lower trust 

scores. Failure to reject H₀ (p ≥ 0.05) would indicate 

claim experience is not a statistically significant 

predictor of trust within this sample. 

Rationale: 66 out of 100 respondents (66.0%) 

reported having personally faced or knowing 

someone who faced claim rejection or delay, pointing 

to a widespread trust gap. This supports findings by 

Venkatesh & Kumar (2019). 

 

Consolidated Hypothesis Testing Summary 

The table below provides a concise overview of all 

six hypotheses, the statistical test selected for each, 

the uniform level of significance, and the decision 

rule applied across all cases. 

H# Null Hypothesis (H₀) Alt. Hypothesis (H₁) Statistical Test α Decision Rule 

H1 No significant 

relationship between 

insurance awareness 

and policy 

ownership. 

Aware respondents 

are significantly more 

likely to hold a 

policy. 

Chi-Square (χ²) Test 

of Independence 

0.05 Reject H₀ if p < 0.05 

H2 No significant 

relationship between 

affordability 

perception and 

insurance adoption. 

Respondents finding 

premiums 

unaffordable are 

significantly less 

likely to hold a 

policy. 

Chi-Square (χ²) Test 

of Independence 

0.05 Reject H₀ if p < 0.05 

H3 No significant 

difference in trust 

levels between those 

with and without 

claim rejection 

experience. 

Claim rejection 

experience 

significantly reduces 

trust and insurance 

adoption. 

Mann–Whitney U 

Test 

0.05 Reject H₀ if p < 0.05 
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4.5 Formal Insurance Education (H4 — Education Hypothesis) 

Table 4.7: Receipt of Formal Insurance Education or Training 

Education Status Frequency Percentage (%) 

Have received formal insurance education/training 57 57.0% 

Have NOT received any formal insurance education 43 43.0% 

Total 100 100.0% 

 

Interpretation: Despite a highly educated sample 

(83.0% graduate or post-graduate), 43.0% have 

received no formal insurance education. This is a 

critical finding: formal academic qualification does 

not automatically translate into insurance literacy. 

This gap would be far larger in lower-education 

segments of India’s population, directly supporting 

H4₁. It reinforces the case made by Cole et al. (2013) 

for targeted insurance literacy programmes. 

 

4.6 Product Availability and Distribution (H5 — Availability Hypothesis) 

Table 4.8: Perceived Availability of Insurance Products in Area of Residence 

Availability Frequency Percentage (%) 

Insurance products are easily available 100 92.0% 

Insurance products are NOT available 8 8.0% 

Total 100 100.0% 

 

Interpretation: 92.0% of respondents perceive 

insurance products as available in their area. 

However, given the sample’s strong urban bias 

(55.0% urban + 33.0% semi-urban), this result should 

be interpreted with caution. The 8 respondents who 

report unavailability are disproportionately likely to 

be from the rural cohort (11 total). Das & 

Bhattacharya (2021) document severe under-

representation of insurance infrastructure in rural 

India, and the structural bias in this sample means H5 

cannot be fully tested without a more rural-

representative dataset. 

 

4.7 Government Scheme Awareness (H6 — Government Schemes Hypothesis) 

Table 4.9: Awareness of Government Insurance Schemes (PMJJBY / PMSBY) 

Awareness Frequency Percentage (%) 

Aware of PMJJBY / PMSBY or similar schemes 85 85.0% 

Not aware 15 15.0% 

Total 100 100.0% 

 

Interpretation: The high awareness of government 

schemes (85.0%) is encouraging and partially 

supports H6₁ in that awareness appears to correlate 

with insurance ownership (75 out of 85 aware 

respondents hold policies). However, awareness 

alone does not guarantee enrollment: some 

respondents who know about these schemes still lack 

coverage, suggesting barriers beyond mere 

knowledge — such as perceived irrelevance, 

bureaucratic complexity, or lack of bank linkage. 

 

4.8.4 Consolidated Hypothesis Testing Summary 

The table below provides a concise overview of all 

six hypotheses, the statistical test selected for each, 

the uniform level of significance, and the decision 

rule applied across all cases. 
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H# Null Hypothesis (H₀) Alt. Hypothesis (H₁) Statistical Test α Decision Rule 

H1 No significant 

relationship between 

insurance awareness 

and policy 

ownership. 

Aware respondents 

are significantly more 

likely to hold a 

policy. 

Chi-Square (χ²) 

Test of 

Independence 

0.05 Reject H₀ if p < 0.05 

H2 No significant 

relationship between 

affordability 

perception and 

insurance adoption. 

Respondents finding 

premiums 

unaffordable are 

significantly less 

likely to hold a 

policy. 

Chi-Square (χ²) 

Test of 

Independence 

0.05 Reject H₀ if p < 0.05 

H3 No significant 

difference in trust 

levels between those 

with and without 

claim rejection 

experience. 

Claim rejection 

experience 

significantly reduces 

trust and insurance 

adoption. 

Mann–Whitney 

U Test 

0.05 Reject H₀ if p < 0.05 

4.9 Perceived Causes of Low Insurance Penetration 

Respondents were asked to identify the primary causes of low insurance penetration. The results, after coding 

open-ended and multi-select responses, are presented below. 

Table 4.10: Respondent-Identified Causes of Low Insurance Penetration 

Cause Identified Frequency* Approx. % 

Lack of awareness about insurance products ~50 50.0% 

Low income levels / affordability issues ~34 34.0% 

Preference for traditional savings ~40 40.0% 

Complex policy terms and conditions ~40 40.0% 

Perception that insurance is not necessary ~21 21.0% 

Lack of trust / claim rejection fears ~10 10.0% 

Low financial literacy / education ~8 8.0% 

*Frequencies derived from coding multi-select and open-ended responses. Multiple selections per respondent are 

counted independently. 

 

Interpretation: Lack of awareness (50.0%) is the most 

frequently cited cause, followed by preference for 

traditional savings (40.0%), complex product terms 

(40.0%), and income constraints (34.0%). These 

findings are highly consistent with the secondary 

literature. Notably, the preference for traditional 

savings instruments (fixed deposits, gold, PPF) over 

insurance reflects a deeply ingrained cultural 

tendency to favour tangible, savings-cum-investment 

products over pure risk protection — a finding 

aligned with Prospect Theory (Kahneman & Tversky, 

1979). 

4.10 Belief in Insurance Necessity and Purchase Factors 

Table 4.11: Belief in Insurance as a Necessity for Financial Security 

Belief Frequency Percentage (%) 

Yes — Insurance is necessary for financial security 85 85.0% 
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No — Not considered necessary 15 15.0% 

Total 100 100.0% 

 

Interpretation: Despite the various barriers identified, 

85.0% of respondents believe insurance is necessary 

for financial security. This creates an important 

insight: there is a significant gap between positive 

attitude and actual behaviour (only 75.0% actually 

own a policy). This attitude-behaviour gap — where 

people acknowledge the need for insurance but do not 

act on it — is a behavioural economics phenomenon 

consistent with present-bias and status quo inertia. 

Bridging this gap requires active nudges and 

simplified purchase pathways rather than awareness 

campaigns alone. 

 

V. FINDINGS, RECOMMENDATIONS & 

CONCLUSION 

 

The integrated analysis of primary survey data 

(n=100) and secondary sources converges on the 

following key findings: 

 

5.1 Findings: 

India’s insurance gap isn’t just about money — it’s 

about mindset and experience. Many people know 

insurance matters, but still don’t buy it because 

premiums feel expensive, policies seem confusing, or 

they simply trust traditional savings more. A big issue 

is trust: bad claim experiences spread quickly and 

discourage entire communities. Even educated 

individuals often lack real insurance understanding, 

showing awareness doesn’t equal action. Overall, it’s 

a mix of low financial literacy, affordability 

concerns, and emotional hesitation that keeps 

insurance penetration low. 

While India’s life insurance penetration (3.2%) is 

close to the global average (3.3%), its non-life 

penetration (1.0%) is dramatically lower than the 

global average (3.0%). This structural imbalance — 

driven by under-penetration in health, motor, crop, 

and property insurance — is a critical finding that 

demands attention. 

5.1.3 Consolidated Causes by Impact Level 

Table 5.3: Summary of Causes with Impact Levels 

Category Key Cause Survey Evidence Impact 

Level 

Social Low awareness and 

financial literacy 

50% cite as cause; 15.0% have no 

insurance knowledge 

Very High 

Social Trust deficit due to claim 

rejections 

66.0% experienced/witnessed claim 

issues 

Very High 

Economic Low income and premium 

unaffordability 

35.0% find premiums unaffordable Very High 

Behavioural Preference for traditional 

savings 

40.0% cite as cause High 

Structural Complex product terms 40.0% cite as cause High 

Educational Lack of formal insurance 

education 

43.0% never received insurance 

training 

High 

Structural Inadequate rural 

distribution 

Only 12% rural in sample; product 

gaps documented 

High 

Regulatory Gaps in consumer 

protection 

Perceived claim denials and delays Moderate 

Cultural Fatalistic mindset and 

social capital reliance 

Qualitative evidence from literature Moderate 
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Technological Low digital penetration in 

rural areas 

Agent-dependent (36%) vs digital 

channels 

Moderate 

 

5.1.4 The Attitude-Behaviour Gap 

One of the most striking findings from the primary 

survey is the significant attitude-behaviour gap. 

While 85.0% of respondents believe insurance is 

necessary for financial security, only 75.0% actually 

hold a policy. This 10.0 percentage-point gap — 

representing approximately 10 respondents — 

suggests that positive beliefs alone are insufficient. 

Structural nudges, simplified onboarding, and 

automatic enrollment mechanisms are necessary to 

convert insurance intention into insurance action. 

 

5.1.5 The Vicious Cycle of Underinsurance 

The data reveals a self-reinforcing cycle: low income 

reduces premium payment ability; low financial 

literacy prevents understanding of insurance value; 

poor distribution leaves willing buyers without 

access; and trust deficits from claim rejections 

prevent renewal and discourage new buyers. Each 

factor amplifies the others, creating a structural 

equilibrium of underinsurance that is difficult to 

break through any single intervention. 

 

5.2. Recommendations 

Based on the integrated analysis of primary and 

secondary findings, the following targeted 

recommendations are proposed for policymakers, 

regulators, insurers, and civil society organisations: 

 

5.2.1 Financial Literacy and Awareness 

• Integrate insurance education into school 

curricula under Tier-II and Tier-III financial 

literacy programmes, starting from Class 9. 

• Leverage the Jan Dhan Yojana and 

Common Service Centre (CSC) network to 

deliver insurance literacy modules in 

regional languages. 

• Mandate insurers to allocate a percentage of 

marketing budgets to community-based 

financial education campaigns in rural and 

semi-urban areas. 

• Develop short-form digital content (videos, 

infographics) in vernacular languages 

explaining claim processes, coverage 

benefits, and insurer obligations. 

5.2.2 Affordability and Product Design 

• Develop modular, low-premium 

microinsurance products specifically 

designed for informal sector workers with 

monthly/weekly premium payment options. 

• Create bundled insurance products (health + 

accident + crop) at subsidised composite 

premiums for Below Poverty Line (BPL) 

households. 

• Incentivise tax deductions under Section 

80C/80D for low-income policyholders to 

enhance perceived financial value. 

• Promote ‘sachet insurance’ — bite-sized, 

event-triggered insurance products (e.g., 

travel insurance via mobile top-up) to 

introduce price-sensitive segments to the 

insurance ecosystem. 

5.2.3 Trust and Claims Reform 

• Mandate the publication of insurer-wise 

claim settlement ratios and grievance 

resolution timelines on IRDAI’s public 

portal in real time. 

• Establish fast-track claim resolution courts 

for amounts below INR 1 lakh to address the 

backlog of small-claim disputes. 

• Strengthen IGMS (Integrated Grievance 

Management System) with proactive 

SMS/email resolution tracking for 

claimants. 

• Introduce a ‘Claim Guarantee’ charter, 

requiring insurers to commit to specific 

resolution timelines with financial penalties 

for non-compliance. 

5.2.4 Distribution and Digital Expansion 

• Expand bancassurance distribution through 

Regional Rural Banks (RRBs) and Primary 

Agricultural Credit Societies (PACS). 

• Incentivise insurtech startups building 

vernacular, voice-first insurance platforms 

for low-literacy rural consumers. 

• Utilise ASHA workers, Anganwadi 

workers, and SHG leaders as last-mile 

insurance facilitators with performance-

linked incentives. 

• Mandate all digital insurance platforms to 

comply with WCAG 2.1 accessibility 

standards, including support for low-

bandwidth rural connectivity. 

5.2.5 Government Scheme Enhancement 

• Scale up PMJJBY and PMSBY enrollment 

through auto-enrollment at the time of Jan 
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Dhan account opening, with an opt-out 

(rather than opt-in) mechanism. 

• Increase awareness of Ayushman Bharat 

PM-JAY at the gram panchayat level 

through targeted IEC (Information, 

Education, Communication) campaigns. 

• Create a ‘National Insurance Literacy 

Index’ as a measurable policy target, similar 

to financial inclusion indices, to track 

progress annually. 

5.2.6 Regulatory and Policy Interventions 

• Mandate simplified, standardised policy 

documents (‘plain language’ policies) with 

executive summaries under 500 words for 

all retail insurance products. 

• Introduce regulatory sandboxes specifically 

for rural and semi-urban insurance 

distribution models to test innovative 

approaches before scale. 

• Establish an independent Insurance 

Ombudsman with enhanced powers and 

wider geographic presence to handle 

consumer grievances. 

 

5.3. Conclusion 

 

5.3.1 Summary of Findings 

This paper has provided a comprehensive, evidence-

based examination of the causes of low insurance 

penetration in India, integrating primary survey data 

from 100 respondents with an extensive review of 

secondary sources. The central finding is that India’s 

insurance gap is not the result of any single cause, but 

of an interlocking web of economic, social, 

structural, regulatory, and cultural barriers that 

collectively perpetuate a ‘vicious cycle of 

underinsurance.’ 

 

The six research hypotheses formulated for this study 

were tested against the primary data. Five hypotheses 

(H1, H2, H3, H4, H6) were supported, with the trust 

deficit (H3) emerging as the most strongly 

corroborated finding: 66.0% of respondents reported 

personal or vicarious experience with claim rejection 

or delay, pointing to a systemic credibility crisis in 

India’s insurance sector. The affordability constraint 

(H2) and awareness gap (H1) were also prominently 

supported. 

 

A particularly noteworthy finding is the attitude-

behaviour gap: while 85.0% of respondents believe 

insurance is necessary, only 75.0% hold policies. 

This gap — combined with the dominance of 

traditional savings preferences and complex product 

terms — suggests that awareness campaigns alone 

are insufficient. Structural and behavioural 

interventions, including simplified product design, 

auto-enrollment mechanisms, and fast-track claims 

resolution, are essential. 

 

5.3.2 Contributions to Knowledge 

This paper makes three primary contributions. First, 

it provides a hypothesis-driven empirical framework 

linking specific barriers to measurable survey 

evidence, going beyond the descriptive analyses that 

characterise much of the existing literature. Second, 

it documents the trust deficit as a potentially 

underestimated cause of low penetration, with claim 

rejection experience being far more widespread than 

official complaints data would suggest. Third, it 

bridges the gap between secondary data analysis and 

primary consumer perceptions, offering a more 

complete picture of India’s insurance landscape. 

 

5.3.3 Policy Implications 

For India to achieve the IRDAI’s ‘Insurance for All 

by 2047’ vision, a multi-stakeholder approach is 

imperative. Insurers must invest in product 

simplification and trust-building through claims 

transparency. Regulators must strengthen consumer 

protection and accountability mechanisms. The 

government must leverage its Jan Dhan, Aadhaar, 

and Mobile (JAM) trinity infrastructure to extend 

insurance access to the most underserved. 

Educational institutions must integrate financial 

literacy — including insurance awareness — into 

standard curricula. Civil society organisations must 

serve as last-mile connectors in communities where 

formal financial institutions remain absent. 

 

5.3.4 Future Research Directions 

Future research should employ probability-based 

sampling with stratified rural representation to allow 

robust hypothesis testing across income and 

geographic strata. Longitudinal studies tracking the 

impact of specific government schemes on insurance 

penetration over time would add significant causal 

evidence. Research on the effectiveness of AI-

powered, vernacular insurance chatbots in rural India 

represents a promising frontier. Additionally, 

qualitative ethnographic studies examining how trust 

in insurance is constructed (and destroyed) within 

specific communities could yield actionable insights 

for insurers and regulators. 
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In conclusion, India’s insurance gap is a national 

priority — one that carries profound implications for 

economic resilience, poverty alleviation, and social 

protection. Addressing it requires not incremental 

adjustments but transformative, coordinated action 

across the full ecosystem of insurance stakeholders. 
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