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 

Abstract: One of the most attractive developments during the 

last two decades is the brilliant growth of Foreign Direct 

Investment (FDI) in the global economy. Foreign direct 

investment is major source of non-debt financial resource for 

the economic development of India. Foreign companies invest in 

India to take advantage of lower wages, special investment such 

as tax exemptions, etc. The insurance sector has been fast 

developing with substantial revenue growth in insurance market. 

FDI in insurance would increase the penetration of insurance in 

India, FDI helps India in long term capital requirement to 

develop the infrastructures. Insurance sector is a booming 

industry in India with both National and International players 

competing and growing at rapid rate.  Insurance Regulatory and 

Development Authority (IRDA) is in favour of an increase in 

foreign equity capital in the insurance joint venture. The public 

sector Insurance companies have continued to dominate the 

insurance market. India is among the most promising emerging 

insurance markets in the world. However the penetration of 

insurance coverage for both life and nonlife insurance is still 

very less and registered at 3.69% in 2019. The main objective of 

this paper is to know the benefits of foreign direct investment in 

insurance sector, and to know the government initiatives 

regarding insurance sector. 

 

Keywords : Insurance, Foreign direct investment, 

Penetration.  

I. INTRODUCTION 

TheT yearT 2001T witnessedT aT remarkableT changeT 

inT theT IndianT InsuranceT sector.T TheT countryT 

experiencedT aT notableT historyT byT liberalizingT theT 

insuranceT servicesT byT allowingT privateT playersT toT 

thisT enterT field.T TillT thatT periodT theT insuranceT 

sectorT wasT dominatedT byT theT publicT sectorT gainsT 

namelyT LifeT InsuranceT CorporationT (LIC)T andT 

GeneralT InsuranceT CorporationT (GIC).T TheT 

liberalizationT hasT facilitatedT theT privateT playersT 

whichT thereT byT increasedT theT numberT ofT 

insuranceT playersT toT 52T 924T inT LifeT insuranceT 

businessT andT 28T non-lifeT insurance).T InT IndiaT 

insuranceT playsT aT majorT roleT toT mobilizingT 

savingsT andT channelizeT themT intoT investmentT inT 

differentT storesT ofT theT economy.T ForeignT DirectT 
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InvestmentT (FDI)T inT insuranceT increasesT theT levelT 

ofT penetrationT insuranceT inT India.T FDIT meetT 

India’sT long-T termT capitalT requirementsT toT buildT 

theT requiredT infrastructure.T InsuranceT sectorT hasT 

theT capabilityT ofT raisingT long-termT capitalT fromT 

theT mass.T InsuranceT isT theT onlyT avenueT whereT 

peopleT putT moneyT forT aT longT asT 30T yearsT evenT 

more.T AnT increaseT inT FDIT inT insuranceT wouldT 

indirectlyT beT aT gainT forT theT IndianT economy.T 

TheT insuranceT sectorT hasT alsoT beenT fastT 

developingT withT substantialT revenueT growthT inT theT 

insuranceT market.T AtT presentT thereT areT 52T 

insuranceT companiesT operatingT inT India.T India’sT 

insuranceT sectorT isT oneT ofT theT largestT inT theT 

worldT inT termsT ofT volumesT ofT moneyT involved.T 

InT 2015,T InsuranceT RegulatoryT andT DevelopmentT 

AuthorityT (IRDAI)T racedT theT centerT onT foreignT 

ownershipT ofT IndiaT InsurersT 49%T fromT 29%T 

encouragingT globalT playersT toT buyT holdingT inT 

localT entitles.T InT recentT budgetT theT FinanceT 

MinistryT hasT announcedT toT hikeT theT FDIT inT 

InsuranceT toT 79%.T ByT takingT thisT asT aT 

backgroundT theT presentT studyT isT undertaken. 

II. Objectives of the study 

TheT majorT objectivesT ofT theT studyT areT : 

1.T ToT giveT anT overviewT ofT IndianT InsuranceT 

sector.T  

2.T ToT outlineT theT importanceT ofT FDIT inT 

insuranceT sector.T  

3.T ToT highlightT theT policiesT enforcedT byT theT 

governmentT withT respectT toT FDIT inT insuranceT 

sector 

III. REVIEWT OFT LITERATURE 

VijayT M.T KumbharT (2013),T inT hisT workT 

analyzedT theT historyT ofT insuranceT sectorT ofT theT 

privateT insuranceT companiesT andT discussedT aboutT 

theT growthT trendT inT FDIT inT lifeT insuranceT 

sector.T ChandraT Kantha.T KT andT RamachandraT 

GowdaT (2016)T InT theirT paperT theyT examinedT theT 

liberalizationT inT insuranceT sectorT hasT broughtT 

positiveT changesT inT theT industryT andT theT strengthT 

ofT CSRT forT theT growthT ofT insuranceT industry.T 

RajeshT K.T Yadav,T SarveshT MohaniaT (2016)T hasT 

opinedT thatT IndianT insuranceT industryT isT lessT 

penetrationT andT itT hasT 

hugeT growth.T ForeignT 

directT investmentT (FDI)T 

playsT significantT roleT inT 
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theT developedT country.T M.T RajeevT (2016)T heT 

discussedT aboutT theT trendT ofT generalT insuranceT 

sectorT inT India,T andT theT effectT ofT FDIT inT theT 

generalT insuranceT sectorT andT alsoT analyzedT theT 

significanceT ofT FDIT forT IndianT generalT sector.T 

KrunalT SoniT (2017)T inT hisT studyT hasT discussedT 

aboutT theT foreignT directT investmentT whichT canT beT 

doneT effectivelyT onlyT throughT increaseT inT FDIT 

andT itT enhancesT theT overallT performanceT ofT 

insuranceT sector.T L.TerinaT GrazyT andT G.T 

ParimalaranT (2019)T weT discussedT aboutT whetherT 

socialT mediaT marketingT helpsT theT customerT toT 

purchaseT policyT inT insuranceT sector.T L.T TerinaT 

GrazyT andT G.T ParimalaraniT (2018)T weT studyT theT 

growthT trendsT ofT policyT holdersT inT microT 

insuranceT channelsT andT toT analysisT theT claimT 

settlementT madeT forT theT policyholders,T L.TerinaT 

GrazyT andT G.T ParimalaraniT (2018)T weT discussedT 

aboutT theT corporateT socialT responsibilityT initiativesT 

takenT byT lifeT insuranceT companiesT operatingT inT 

IndiaT andT descriptiveT theT natureT ofT CSR. 

IV. INDIAN INSURANCE SECTOR 

TheT insuranceT RegulatoryT andT DevelopmentT 

AuthorityT (IRDA)T wasT constitutedT asT anT 

autonomousT bodyT toT regulateT andT developT theT 

insuranceT industry.T TheT IRDAT wasT incorporatedT 

asT aT statutoryT bodyT inT AprilT 2000.T TheT keyT 

objectivesT ofT theT IRDAT includeT promotionT ofT 

competitionT soT asT toT enhanceT customerT 

satisfactionT throughT increasedT consumerT choiceT andT 

lowerT premiums.T TheT IRDAT openedT upT theT 

marketT inT AugustT 2000T withT theT invitationT forT 

applicationT forT registrations.T ForeignT companiesT 

wereT allowedT ownershipT ofT upT toT 26%.T TheT 

authorityT hasT theT powerT toT frameT regulationsT 

underT SectionT 114T (A)T ofT theT insuranceT Act,T 

1938T andT hasT fromT 2000T onwardsT framedT 

variousT regulationsT rangingT fromT registrationT ofT 

companiesT forT carryingT insuranceT businessT toT 

protectionT ofT policyholdersT interest.T TheT LICT hasT 

monopolyT tillT theT 90sT whenT theT InsuranceT SectorT 

wasT reopenedT toT theT privateT sector.T BeforeT that,T 

theT industryT consistedT ofT onlyT twoT stateT insurers,T 

namelyT LifeT InsuranceT CorporationT ofT IndiaT andT 

GeneralT InsuranceT CorporationT ofT India.T RegisteredT 

insurersT inT India: 

AtT theT endT ofT MarchT 2018,T thereT areT 53T 

insuranceT companiesT operatingT inT India,T outT ofT 

whichT 24T areT inT theT lifeT insuranceT businessT andT 

28T areT inT theT non-T lifeT insuranceT business. 

 

Table 1: Registered Insurers in India 

Type of 

business 

Public 

sector 

Private 

Sector 

Total 

Life insurance  1 23 24 

General 6 17 23 

Health 0 6 6 

Reinsurance  1 8 9 

Total 8 54 63 

Source: IRDA annual report 2018 

V. INSURANCE PENETRATION 

Table 2: Insurance Penetration and Density in India 

Yea

r 

Life Non- Life 

Densit

y 

USD 

Penetratio

n 

% 

Densit

y 

USD 

Penetratio

n 

% 

2001 9.10 2.15 2.4 0.56 

2002 11.70 2.59 3.0 0.67 

2003 12.90 2.26 3.5 0.62 

2004 15.70 2.53 4.0 0.64 

2005 18.30 2.53 4.4 0.61 

2006 33.20 4.10 5.2 0.60 

2007 40.40 4.00 6.2 0.60 

2008 41.20 4.00 6.2 0.60 

2009 47.70 4.60 6.7 0.60 

2010 55.70 4.40 8.7 0.71 

2011 49.00 3.40 10.0 0.70 

2012 42.70 3.17 10.5 0.78 

2013 41.00 3.10 11.0 0.80 

2014 44.00 2.60 11.0 0.70 

2015 43.20 2.72 11.5 0.72 

2016 46.50 2.72 13.2 0.77 

2017 55.0 2.76 18.0 0.93 

Source: Compiled from IRDA Annual report 2011-2016 

 

 
Figure 1: Insurance Penetration and Density in India 

 

5.1 Insurance Penetration and Density in India 

The performance and the development of the insurance 

sector in an economy are assessed through insurance 

penetration and insurance density.  
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According to the IRDA Annual Report 2017-18 insurance 

penetration has steady increased from 2001 (2.15%) to 2009 

(4.60%) after 2010 the percentage of penetration shows a 

declining trend. The year 2010 noticed the highest 

penetration of 4.60%. After 2010 the percentage of 

penetration shows a declining trend. The year 2010 noticed 

the highest penetration of 4.60%.  

 The insurance density of life insurance sector had insured 

from 9.10 (2001) to 55.70 (2010). Throughout the period 

fluctuating trend is noticed for the Life insurance density. 

From 2011 to 2017 the density increase it reached to 55.0 in 

2017-2018.  

 

5.2 Global penetration 

 

 
Figure 2: Global Insurance penetration 2018 

 

VI. FOREIGN DIRECT INVESTMENT IN INDIA 

AT foreignT directT investmentT (FDI)T isT aT 

controllingT ownershipT inT aT businessT enterpriseT inT 

oneT countryT byT anT entityT basedT inT anotherT 

country.T ApartT fromT beingT aT criticalT driverT ofT 

economicT growth,T foreignT directT investmentT (FDI)T 

isT aT majorT sourceT ofT non-debtT financialT resourceT 

forT theT economicT developmentT ofT India.T ForeignT 

companiesT investT inT IndiaT toT takeT advantageT ofT 

cheaperT wages,T specialT investmentT privilegesT likeT 

taxT exemptionsT etc.T ForT aT countryT whereT foreignT 

investmentT areT beingT made,T itT alsoT meansT 

achievingT technicalT know-T howT andT generationT ofT 

employment. 

 

TableT 2:T EquityT capitalT ofT foreignT promoterT 

insuranceT sector 

TopT threeT InsurerT inT Inida 

Cr 

Year HDFC SBI ICICI 

2007-2008 330.46 260 363.63 

2008-2009 466.99 260 370.73 

2009-2010 511.68 260 370.78 

2010-2011 518.67 260 370.78 

2011-2012

T  

518.67 260 370.78 

FromT 2007-2008T toT 2011-2012T theT foreignT 

directT investmentT inT insuranceT sectorT hasT routedT 

toT IndiaT inT theT formT ofT equityT capital.T TheT topT 

threeT insurersT FDIT positionT areT HDFCT insuranceT 

standT firstT placeT inT equityT capitalT fromT 

2007-2008T isT 330.46T isT keepT increasingT tillT 

2011-2012T toT 518.67,T SBIT standT secondT placeT inT 

equityT capitalT isT neutralT fromT 2007-2008T toT 

2011-2012T isT 260,T ICICIT standsT thirdT placeT forT 

theT equityT capitalT forT theT 20017-2008T isT 363.63T 

increaseT theT equityT capitalT toT 370.78T inT 

2011-2012.T  

6.1T ProcedureT forT receivingT ForeignT DirectT 

InvestmentT inT IndiaT InsuranceT companies: 

ForeignT directT investmentT inT IndiaT isT routedT 

throughT AutomaticT routeT andT GovernmentT route: 
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a. AutomaticT route:T FDIT isT allowedT 

underT theT automaticT routeT withoutT priorT 

approvalT eitherT ofT theT governmentT orT theT 

ReserveT BankT ofT IndiaT inT allT activities/T 

sectorT asT specifiedT inT theT consolidatedT 

FDIT policy,T issuedT byT theT GovernmentT ofT 

IndiaT fromT timeT toT time. 

b. GovernmentT route:T FDIT inT 

activitiesT notT coveredT underT theT automaticT 

routeT requiresT priorT approvalT ofT theT 

GovernmentT whichT isT consideredT byT theT 

ForeignT InvestmentT promotionT BoardT 

(FIPB)T departmentT ofT economicT affairs,T 

MinistryT ofT finance.T  

6.2T BenefitsT ofT foreignT directT  

GovernmentT ofT IndiaT limitsT theT ForeignT DirectT 

InvestmentT inT insuranceT sectorT toT 49T %T fromT 

theT existingT 26T %.T TheT shareT marketT hasT actT 

positivelyT inT IndianT market.T TheT FDIT willT 

immenselyT helpT theT insuranceT sectorT whichT isT 

extremelyT shortT inT investments.T  

ThereT areT sixT keyT benefitsT toT increasedT 

ForeignT DirectT InvestmentT inT InsuranceT Sector: 

a. IncreasedT InsuranceT Penetration:T populationT 

ofT IndiaT isT moreT thanT 100T crores,T theT 

insuranceT penetrationT onT theT countryT isT 

onlyT aroundT 3T percentT ofT ourT grossT 

domesticT productT withT respectT toT overallT 

premiumsT underwrittenT annually.T ThisT isT 

farT lessT asT comparedT toT JapanT whichT hasT 

anT insuranceT penetrationT ofT moreT thanT 10T 

percent.T IncreasedT FDIT limitT willT strengthT 

theT existingT companiesT andT willT alsoT 

allowT theT newT playersT toT comeT inT 

therebyT enablingT moreT peopleT toT buyT lifeT 

cover.T  

b. LevelT playingT Field:T WithT theT increaseT inT 

foreignT directT investmentT toT 49T percent,T 

theT insuranceT companiesT willT getT theT 

levelT playingT field.T SoT farT theT stateT 

ownedT LifeT CorporationT ofT IndiaT controlsT 

aroundT 70T percentT ofT theT lifeT insuranceT 

market.T  

c. IncreasedT CapitalT Inflow:T MostT ofT theT 

privateT sectorT insuranceT companiesT haveT 

beenT makingT considerableT losses.T TheT 

increasedT FDIT limitT hasT broughtT someT 

muchT neededT reliefT toT theseT firmsT asT theT 

inflowT ofT moreT thanT 10,000T croreT isT 

expectedT inT theT nearT term.T ThisT couldT 

beT goT upT toT 40,000T croreT inT theT 

mediumT toT longT term,T dependingT onT howT 

thingsT panT out.T  

d. JobT Creation:T WithT moreT moneyT comingT 

inT theT insuranceT companiesT willT beT ableT 

toT createT moreT jobsT toT meetT theirT targetsT 

ofT venturingT intoT underT insuredT marketsT 

throughT improvedT infrastructure,T betterT 

operationsT andT moreT manT power.T  

e. FavorableT toT theT PensionT Sector:T IfT theT 

pensionT billT isT passedT inT theT parliamentT 

thenT theT foreignT directT investmentT inT theT 

pensionT fundsT willT alsoT beT raisedT toT 49T 

percent.T ThisT isT becauseT theT PensionT 

FundT regulatoryT DevelopmentT BillT linksT 

theT FDIT limitT inT theT pensionT sectorT toT 

theT insuranceT sector.T  

f. ConsumerT Friendly:T theT endT beneficiaryT ofT 

thisT amendmentT willT beT commonT men.T 

WithT moreT playersT inT thisT sector,T thereT 

isT boundT toT beT stringentT competitionT 

leadingT toT competitiveT quotes,T improvedT 

serviceT andT betterT claimT settlementT ratio.T  

g. BenefitT toT theT commonT manT andT 

actuariesT being:T MoreT optionsT fromT theT 

foreignT companyT areT nowT availableT inT theT 

IndianT market.T AlsoT nowT theT capitalT 

increaseT withT compareT withT theT previousT 

year,T theT insuranceT companyT canT diversifyT 

theirT insuranceT sectorT like,T Motor,T 

Mortgage,T andT HealthT etc.T NowT moreT 

numberT ofT risksT arisesT inT dayT toT dayT 

activitiesT whichT increaseT theT moreT 

investmentT andT betterT benefitsT forT 

customer.T  

h. EffectT onT economy:T MoreT foreignT capitalT 

flowsT intoT theT IndianT economy.T AlsoT thisT 

moreT investmentT willT leadT toT demandT forT 

IndianT RupeeT inT InternationalT MoneyT 

Market.T ThereT byT decreaseT inT rupeeT toT 

dollarT rate.T AsT wellT theT marketT 

speculationT willT alsoT playT anT importantT 

role,T leadingT toT sensexT andT betterT 

confidenceT inT businessT makersT inT India.T 

MoreT businessT willT leadT toT needT riskT 

protectionT &T Insurance. 

VII. GOVERNMENT INITIATIVE 

GovernmentT hasT takenT enormousT stepsT toT increaseT 

theT levelT ofT InsuranceT PenetrationT inT India. 

InT theT recentlyT announcedT unionT BudgeT 2019T theT 

financialT MinistryT NirmalaT SitharamanT statedT thatT 

InsuranceT sectorT playT aT keyT roleT inT theT 

developmentT ofT theT country,T andT itT isT oneT ofT 

theT sectorsT thatT needT sweepingT reforms,T includingT 

anT increaseT inT theT FDIT investmentT ceilingT toT 

ensureT higherT penetrationT 

ofT insuranceT productsT inT 

theT country.T CurrentlyT 
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lifeT insuranceT premiumsT areT taxT exemptedT upT toT 

1.5T lacsT underT sectionT 80CT ofT theT IncomeT TaxT 

Act.T ItT comesT existT whenT theT governmentT 

announcesT separateT taxT exemptionT limitsT forT lifeT 

insuranceT premium.T AdditionalT taxT asT anT increaseT 

inT theT exemptionT limitT forT theT lifeT insuranceT 

premiumsT paidT willT helpT toT enhanceT insuranceT 

penetration.T  

7.1T KeyT developments 

•T TheT GovernmentT ofT IndiaT hasT takenT aT numberT 

ofT initiativesT toT boostT theT insuranceT industry. 

•T InT SeptemberT 2018,T NationalT HealthT ProtectionT 

schemeT wasT launchedT underT AyushmanT BharatT toT 

provideT coverageT ofT upT toT RsT 500,000T toT moreT 

thanT 100T millionT vulnerableT families.T TheT schemeT 

isT expectedT toT increaseT penetrationT ofT healthT 

insuranceT inT IndiaT fromT 34T percentT toT 50T 

percent.T  

•T OverT 47.9T millionT famersT wereT benefittedT underT 

PradhanT MantriT FasalT BimaT YoianaT (PMFBY)T inT 

2017-18. 

•T TheT insuranceT RegulatoryT andT DevelopmentT 

AuthorityT ofT IndiaT (IRDAI)T plansT toT issueT 

redesignedT initialT publicT offeringT (IPO)T guidelinesT 

forT insuranceT companiesT inT India,T whichT areT toT 

lookingT toT divestT equityT throughT theT IPOT route. 

•T BombayT stockT exchangeT alongT withT EbixT incT 

toT goingT toT builtT insuranceT distributionT networkT 

viaT distributionT exchangeT platform. 

VIII. CONCLUSION 

The insurance sector is at as the crucial part in the 

financial improvement by giving different administrations 

like preparing funds, intermediating in back, advancing 

speculation, balancing out monetary markets and overseeing 

both the social and monetary hazard. Understanding the 

capability of protection segment in activating the investment 

funds for the profitable utilize for social wellbeing. 

Government has made different steps to enhance its equity, 

reach and fame. India has wonderful for absorbing greater 

flow of FDI in the coming years. 
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