
Journal of Marketing & Social Research 

ISSN (Online): 3008-0711 
Volume: 02 | Issue 08 | 2025 

Journal homepage: https://jmsr-online.com/ 

Name: Deepak Prasad 46 

 

Role of FDI in Transforming the Structure and Functioning of the 

Indian Insurance Market 
 

Deepak Prasad1 and Dr Vinod Baitha2 
1Research Scholar, University Department of Commerce, B. R. Ambedkar Bihar University  
2Assistant Professor, University Department of Commerce, B. R. Ambedkar Bihar University 

Received: 28/08/2025;   Revision: 13/09/2025;   Accepted: 22/09/2025;      Published: 13/10/2025 

  

*Corresponding author: Deepak Prasad  
 

Abstract: Since the early 2000s, India has progressively liberalized foreign direct investment (FDI) rules for the insurance 

sector to attract capital, technology, and global expertise. This dissertation explores how FDI has influenced the structure and 

functioning of India’s insurance market, using secondary (published) data from IRDAI (insurance statistics), DPIIT (FDI 

trends), and industry reports (PwC, GIC, Swiss Re, etc.). The work is descriptive and non-technical: it highlights how the market 

has grown in premium volumes, how insurance penetration has changed, the rising share of private insurers, and the influence 
of foreign partnerships on products and service quality. Key findings: As of FY2023–24, India’s insurance market collected 

₹11.19 trillion in total gross premiums, with non-life premium alone at ₹2.90 lakh crore. The insurance penetration in FY2023–

24 was 3.7% of GDP. Private insurers now dominate non-life business (~63% share), while LIC still holds ~64% share in life 

insurance. FDI policy steps (26% in early 2000s, 49% in 2015, and 74% in 2021) created confidence for foreign partners, 

leading to improvements in product variety (health insurance, digital offerings, microinsurance), distribution (bank tie-ups, 

online platforms), and customer service (faster claims). However, challenges remain in reaching rural areas, ensuring 

governance and fair pricing with foreign investors, and aligning growth with inclusion. This simpler version offers policy 

guidance: maintain clear and stable FDI rules, require foreign entrants to commit to rural expansion and tech transfer, strengthen 

IRDAI’s oversight, and improve data transparency (particularly on insurance-specific FDI). The study contributes by weaving 

together authoritative published figures and industry narratives into a readable, structured story of transformation. 
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INTRODUCTION   
Context 

Insurance is more than a safety net — it is part of a financial 
ecosystem, allowing households and firms to manage risk, 

mobilize savings, and support long-term growth. In India, 

until the late 1990s, the insurance sector was largely state-

controlled (LIC for life, GIC and public general insurers for 

non-life). The government’s reforms opened the sector to 

private and foreign participation under regulatory oversight 

(IRDA) from 1999–2000 onward. 

 

Why FDI matters 

When foreign partners invest in insurance companies, they 

bring more than money: they can bring better technologies, 

underwriting practices, risk models, management 
techniques, and distribution networks. These inputs help 

domestic insurers become more efficient, reach more 

customers, and offer better service. 

 

Policy changes and FDI caps 

Over time, the government increased permissible foreign 

equity. Initially foreign equity was limited and controlled; 

by 2015 the cap was raised to 49%, and in 2021 the 

government raised it further to 74%. These steps signalled 

increasing openness and gave foreign players greater 

confidence to invest. 

 

Research aims 

This dissertation asks: How has FDI contributed to 

changing the structure (public vs private share, market size) 

and functioning (product range, quality, distribution) of 

India’s insurance market? It aims to assemble published 

data, show trends, compare public/private roles, and 

interpret how foreign investment has shaped outcomes. 

 

Scope and method 

 Timeframe: early 2000s through FY2023–24, 

using publicly released IRDAI and DPIIT data. 

 Method: descriptive analysis (tables, 

comparisons, narrative), not advanced 

mathematics or econometric models. 

 Strength: uses official statistics and credible 

industry reports. 

 Limitation: some data gaps (especially insurance-

specific FDI by year) — we rely on broader 

services FDI data and anecdotal estimates. 
 

LITERATURE REVIEW 
FDI and sector transformation 

Classic economics tells us FDI can influence a sector by 

injecting capital, transferring technology, improving 

management, and increasing competition. In services, 

improvements in quality, distribution, and efficiency are 
often observed. 
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Foreign participation in insurance – global examples 

In many countries, opening insurance markets to foreign 

players led to new products (e.g. health insurance, variable 

life), stronger reinsurance links, and wider distribution 
(banks, online platforms). 

 

Indian studies and industry reports 

Indian policy papers, IRDAI handbooks, PwC and Swiss 

Re reports note that private insurers backed by foreign 

companies introduced online sales, bancassurance, 

microinsurance and health products. They improved claim 

settlement times and product diversity. 

Critiques mention that foreign firms can repatriate profits 

or dominate decision-making, so regulatory safeguards are 

necessary. 

 

Gaps 

While many analyses exist, few assemble all published data 

into a coherent narrative of structure + function 

transformation, especially in a non-technical style. This 

dissertation fills that gap. 

 

Approach and Data Sources  

Approach 

We will describe what happened in the insurance market 

over time: how big it got, who holds which shares, how 

products and distribution changed, and how foreign 
investment influenced those changes. 

Data sources 

 IRDAI — publishes "Handbook on Indian 

Insurance Statistics" with premium totals, 

penetration, claim ratios, market shares.  

 GIC (General Insurance Council) — provides 

non-life premium breakdowns, segment wise 

reports.  

 DPIIT / Government — publishes FDI inflow 

data by sector (including services), and policy 

announcements (total FDI inflow, share by 

sector).  

 Media / industry reports — for interpreting data, 

quoting IRDAI numbers, and narrative context 

(e.g. report that non-life premium = ₹2.90 lakh 

crore in FY2023–24, claims ratio).  

 

What we measure 

 Total premiums (life + non-life) 

 Non-life premium alone 

 Insurance penetration (premiums relative to 

GDP) 

 Market shares (public vs private in life and non-

life) 

 Service/claim metrics (claim ratio, settlement 

speed) 

 FDI trends in services sector as proxy for foreign 
interest 

 

DATA ANALYSIS & FINDINGS 
Below are updated tables with exact published figures for FY2023–24 (or the latest) and descriptive interpretation. 

 

Table 1: Premiums and Penetration (latest published) 

Indicator Value Notes 

Non-life gross direct premium (FY2023–

24) 
₹2.90 lakh 

crore 

IRDAI / GIC reporting that non-life premium in FY24 = ₹2.90 lakh 

crore  

Insurance penetration (FY2023–24) 3.7% IRDAI report says penetration dipped to 3.7% in 2023–24  

Claim ratio (non-life, FY2023–24) 82.52% Reported that non-life claim ratio fell to 82.52% in FY24  

 

Interpretation: In FY2023–24, non-life insurers collected about ₹2.90 lakh crore in premiums. The insurance sector’s total 

premium share relative to GDP was 3.7%, showing some slowdown or mismatch with GDP growth in that year. A claim ratio 
of 82.52% means that non-life insurers paid roughly ₹0.825 for every ₹1 earned (after adjustments), indicating reasonable 

underwriting discipline. 

 

Table 2: Public vs Private shares (latest published) 

Segment Public share / dominance Private share / rise Observations 

Life 

insurance 

LIC remains very large 

(dominant) in life, with ~64% 

share reported in mid-2024 

Private life insurers share ~36% 

of life market 

LIC press releases and IRDAI public 

disclosures (LIC ~64%)  

Non-life 

insurance 

Public general insurers still in 

operation 

Private non-life insurers cover 

~63% of non-life premium 

Industry reports show private share in non-

life ~61–63% for FY2023–24. 
 

 

Interpretation: Even though LIC is still the dominant force in life insurance (holding ~64% share), the private insurers have 

made strong inroads particularly in non-life insurance, managing roughly 63% of the non-life business in FY2023–24. This 

reflects structural transformation: private and foreign-backed players increasingly leading general insurance lines. 

 

Narrative Interpretation and Changes over Time 1. Growth in premium volumes: Over the years, 

both life and non-life premium collections have 



How to Cite: Deepak Prasad and Vinod Baitha. Role of FDI in Transforming the Structure and Functioning of the Indian Insurance 
Market. J Mark Soc Res. 2025;2(8):46–49. 
 

 48 

grown sharply (IRDAI handbooks show rising 

series). Private insurers, especially after 

liberalization, expanded their portfolio and 

distribution. 
2. Penetration movement: Penetration rose from 

very low single digits in the early 2000s to ~3.7% 

in FY2023–24. Some earlier years (e.g. FY2020) 

had reached ~4%+ but FY24 saw a dip, likely due 

to economic fluctuations or premium mix 

changes. 

3. Better underwriting and claims control: The 

claim ratio in non-life dropped to 82.52% in 

FY2023–24, indicating insurers are better 

managing claims relative to premiums. Lower 

claim ratio suggests more profitability or margin 
cushion. The Economic Times. 

4. Structural shift to private sector: The share of 

private insurers in non-life has crossed 60%, 

showing that foreign and private firms are now 

leading in general insurance. In life, though LIC 

continues strong, private companies are growing. 

5. Influence of FDI from related sectors: While we 

lack a clean “insurance-only FDI” series, DPIIT 

reports that services sector (which includes 

financial, banking, insurance) captured about 

19% of total FDI in FY2024–25. Press 

Information Bureau+1 that suggests foreign 
interest in financial & insurance-linked businesses 

remains strong. 

 

Recommendations  

1. Maintain clear and stable FDI rules so foreign 

partners can confidently invest long-term. 

2. Require foreign entrants to commit to rural 

and micro insurance business, to ensure 

inclusion and not just urban profits. 

3. Strengthen IRDAI oversight, transparency and 

reporting to monitor foreign-controlled insurers 
and protect policyholders. 

4. Encourage technology and process transfer — 

foreign investors should bring systems (digital, 

underwriting) that Indian entities can learn from. 

5. Expand distribution channels, especially in 

underserved areas, via bancassurance, tie-ups, and 

mobile platforms. 

 

CONCLUSION 
Over the last two decades, FDI liberalization and foreign 

involvement have reshaped India’s insurance market. 

Premium collections have expanded, claim management 

improved, and private insurers have become prominent in 

non-life business. Although LIC continues to hold major 

share in life insurance, competition is stronger now. While 

published data do not always provide precise “insurance-

only FDI” numbers, the broader trends — rising services 

FDI, improved infrastructure, technology adoption — point 
to foreign investment playing a meaningful role. To build 

on these gains, India’s regulators and policymakers should 

keep rules steady, demand inclusion and tech sharing, and 

improve data transparency so that progress can be 

monitored in future. 
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