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EXECUTIVE SUMMARY 

 

In India, the insurance business is extremely c0ns0lidated, with the Life Insurance 

C0rp0rati0n 0f India (LIC) controlling over 70% 0f the market. Market kn0wledge 

asymmetry is exacerbated by high levels 0f financial illiteracy. Many families d0 n0t 

have bank acc0unts and have n0 access t0 the relevant financial services. Agents are 

frequently the 0nly s0urce 0f inf0rmati0n in this situati0n. Even th0ugh the pr0fits 

fr0m this manner 0f investing may be less than 0ptimum, insurance is usually regarded 

as a viable alternative investment ch0ice. Acc0rding t0 a 2014 survey, between 2004 

and 2011, c0nsumers l0st ar0und $ 28 billi0n due t0 lapsed insurance c0verage. 

In devel0ped markets, c0nsumer preference in the insurance business has been 

th0r0ughly w0rked up0n. Many 0f these studies assume that given wealth and 

inf0rmati0n restricti0ns, cust0mers make rati0nal decisi0ns in 0rder t0 maximise their 

utility. The demand f0r life insurance is frequently driven by risk minimizati0n, 

bequest, and investment 0bjectives. 

The 0bjective 0f the current study is t0 kn0w the percepti0n 0f individuals t0wards 

insurance. This research is based 0n the primary data 0f 138 resp0ndents.  

F0ll0wing a review 0f the literature, I came t0 the c0nclusi0n that there was a 

c0nsiderable quantity 0f life insurance p0licy mis-selling in India. Mis-selling 

0ccurred n0t just in terms 0f requirement 0f the insurance, but als0 in terms 0f the type 

0f c0verage he 0r she sh0uld buy. This was the driving f0rce behind this secti0n 0f the 

research. I was curi0us as t0 why pe0ple ch0se s0me rules 0ver 0thers. I l00ked at 

many reas0ns why pe0ple b0ught insurance, including (i) tax savings, (ii) saving f0r 

future needs, (iii) bequest f0r the family in the event 0f an unexpected death, and (iv) 

s0cial fact0rs such as the insurance and bank agents. Tax savings reas0ns were the 

primary m0tives f0r term p0licy purchases, whereas savings and bequest m0tives were 

f0und t0 be fact0rs behind end0wment p0licy purchases. The key m0tivati0n f0r 

purchasing numer0us plans was s0cial influence. 
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The findings sh0w that when it c0mes t0 purchasing an insurance c0verage in India's 

rising ec0n0my, many clients rely 0n the rec0mmendati0ns 0f their br0kers. It's als0 

been disc0vered that s0cial influence has an impact 0n p0licy decisi0ns. This may lead 

t0 clients making p00r judgments, such as purchasing insurance plans that d0 n0t meet 

their financial needs. In this fast increasing market, there is a need f0r m0re c0nsumer 

educati0n and awareness activities.  
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1. INTRODUCTION 

Background 

The Indian ec0n0my is 0ne 0f the w0rld's rapidly gr0wing, with GDP per capita 

increasing at a pace 0f 7.1 percent each year. In 2017, nearly 35% 0f the p0pulati0n 

was between the ages 0f 15 and 34, indicating that the c0untry is seeing a dem0graphic 

transiti0n t0wards a y0unger p0pulati0n. Unprecedented numbers 0f y0ung pe0ple are 

predicted t0 enter the lab0ur in the next decades, earn, and save a p0rti0n 0f their 

earnings. In the fiscal year 2016-17, Financial savings 0f Indian h0useh0lds were 

expected t0 represent 0ver 8.1 percent 0f its Gr0ss Nati0nal Disp0sable Inc0me 

(GNDI), 0r nearly $26 trilli0n. A quarter 0f these funds are put int0 insurance. As a 

result, the insurance industry is vast and will c0ntinue t0 gr0w in the future years. 

Different participants in the market, such as regulat0rs and insurance firms, need t0 

understand cust0mer behavi0ur and what drives buying decisi0ns. 

Individuals can get life insurance t0 pr0tect their family' financial future in the case 0f 

their 0wn early death. It als0 meets the savings and investment needs 0f pe0ple wh0 

are unfamiliar with 0r suspici0us 0f mutual funds 0r the st0ck market. Unlike in 0ther 

nati0ns, India's s0cial security schemes and pensi0n plans are 0nly available t0 a 

limited percentage 0f the p0pulati0n. The maj0rity 0f individuals save and invest via 

savings acc0unt, term dep0sits, p0st 0ffice savings schemes, and public pr0vident fund 

(PPF). Life insurance plays a maj0r r0le in the financial well-being 0f a huge segment 

0f the p0pulati0n due t0 a lack 0f access t0 f0rmal financial markets, as well as a lack 

0f awareness and financial literacy. It is particularly crucial f0r rural and l0wer-inc0me 

pe0ple. 

In c0mparis0n t0 many 0ther nati0ns, India's life insurance industry has l0w 

penetrati0n rates, n0twithstanding recent expansi0n. Financial inclusi0n is a maj0r 

pr0blem f0r p0licymakers all ar0und the w0rld. "Financial inclusi0n" is kn0wn as 

individuals can easily use vari0us financial services thr0ugh a vast netw0rk 0f financial 

instituti0ns. Access t0 and usage 0f insurance services has been rec0gnised as an 

intrinsic aspect 0f financial inclusi0n in the W0rld Bank definiti0n. Financial inclusi0n 

is especially imp0rtant in an ec0n0my like India, where a large pr0p0rti0n 0f pe0ple 

are financially disadvantaged. In 2014 and 2015, the Indian g0vernment implemented 

a number 0f initiatives t0 achieve the 0bjective 0f greater financial inclusi0n. The 

Pradhan Mantri Jan Dhan Y0jana (PMJDY) is the first 0f them, and it seeks t0 give 
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basic financial services t0 every citizen. In 2015, the Pradhan Mantri Jeevan Jy0ti 

Bima Y0jana (PMJJBY) and Pradhan Mantri Suraksha Bima Y0jana (PMSBY) were 

launched with the g0al 0f pr0viding l0w-c0st life and accident insurance. 

 

H0w Life Insurance ev0lves in India 

Until the late 1990s, India's insurance industry was 0wned by the g0vernment. The 

Insurance Regulat0ry and Devel0pment Auth0rity Act (IRDA) was created in 1999 t0 

regulate and pr0m0te the insurance business in India, after the liberalisati0n 0f the 

insurance market. The Insurance Regulat0ry and Devel0pment Auth0rity 0f India 

(IRDAI) was established as a regulat0ry agency t0 regulate and safeguard the interests 

0f stakeh0lders in the Indian insurance and reinsurance markets. With the Insurance 

Law (Amendment) Bill 2021, the Indian insurance market was further liberalised, and 

the f0reign direct investment (FDI) restricti0n was raised fr0m 49% t0 75%. The life 

insurance industry 0f India is n0w 0ne 0f the w0rld's largest, b0th in terms 0f 0verall 

premium spending and the number 0f p0licies s0ld. India is rated 10th in the life 

insurance industry. 

Until the year 2000, the Indian life insurance industry was m0n0p0lised, with the Life 

Insurance C0rp0rati0n 0f India (LIC) being the s0le supplier 0f insurance. After the 

year 2000, the market was liberalised, all0wing private players t0 participate. In India, 

there are n0w 24 life insurance c0mpanies registered. The 0nly public-sect0r enterprise 

is the Life Insurance C0rp0rati0n 0f India (LIC). Despite the fact that there are m0re 

private c0mpanies in the market, the Life Insurance C0rp0rati0n 0f India (LIC) 

remains the largest insurer, acc0unting f0r 71.8 percent 0f the market. LIC has a br0ad 

netw0rk 0f insurance agents. LIC had 1.13 milli0n agents at the end 0f the 2016-17 

fiscal year, c0mpared t0 0.96 milli0n f0r private sect0r insurers. LIC 0ccupies a unique 

p0siti0n in the Indian market as the c0untry's m0st dependable life insurance pr0vider. 

Acc0rding t0 the IRDA, India's insurance industry was w0rth r0ughly 328,000 cr0res 

(0r ab0ut $48 billi0n) in premiums c0llected. The three maj0r private sect0r firms, 

ICICI Prudential Life Insurance, SBI Life Insurance, and HDFC Life Insurance, 

t0gether acc0unt f0r ar0und 15% 0f the market. 
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Functi0ning 0f Life Insurance 

In India, life insurance is m0stly empl0yed as a t00l f0r saving and investing thr0ugh 

end0wment plans, despite the fact that it is essentially a way 0f av0iding financial risks 

c0nnected with premature death. Only a tiny percentage 0f the p0pulati0n has access 

t0 s0cial security 0r g0vernment pensi0n plans. F0r risk reducti0n, Indian h0useh0lds 

frequently rely 0n un0rganised schemes instead 0f c0nventi0nal life insurance market. 

This s0cial assistance may n0t be pr0vided t0 all members 0f s0ciety equitably. As a 

result, life insurance plays a critical r0le in maintaining the financial security 0f a 

substantial segment 0f the individuals. 

0ne 0f the fascinating elements 0f India's life insurance sect0r is the widespread 

presence 0f agents, many 0f wh0m are ass0ciated with the c0untry's largest life 

insurance firm (Life Insurance C0rp0rati0n 0f India, LIC). These agents are frequently 

selected fr0m the l0cal c0mmunity and assist a huge number 0f financially 

inexperienced c0nsumers in achieving their financial 0bjectives. The maj0rity 0f life 

insurance plans s0ld in India are investment-linked p0licies with l0w returns, rather 

than term-life p0licies. Because life insurance is used f0r the purp0se 0f risk sharing 

as well as investment, its demand is influenced by a family's shifting financial 

res0urces and demands. 

While there is significant mis-selling 0f life insurance (see Halan et al., 2014), 

investment-linked life insurance p0licies serve a useful r0le in Indian s0ciety by 

pr0viding access t0 investments with a reputable instituti0n, as well as pr0tecti0n 0f 

these investment plans and premiums fr0m the demands 0f extended family members. 
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SOME FACTS AND FIGURES  

 

Fig.1.1 

 

Source: IRDAI Annual Report 

 

As we can infer from the above chart, insurance penetration has decreased significantly 

from the high in 2009-10. Insurance penetration is calculated by measuring the 

percentage of insurance premium received in a particular year to GDP of that year. So 

there might be two reasons for the fall of insurance penetration, one could be that 

insurance has become cheaper and other could be decrease in the sales of insurance 

policies. 
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Table 1.1 

 

Source: IRDAI Annual Report 

 

In 2020-21, the life insurance industry's first-year premium declined by 21.01 percent, 

compared to 39.71 percent rise the previous year. While LIC had a 41.46 percent 

decline in first-year premiums (85.02 percent growth in 2019-20), private life insurers 

saw a 5.74 percent increase (5.82 percent growth in 2019-20). 

In 2020-21, LIC had a market share of 66.17 percent in new business premiums (up 

from 68.76 percent in 2019-20), while private insurers had a market share of 33.83 

percent (31.24 percent in 2019-20). Similarly, LIC continued to have a higher share of 

renewal premiums, with 62.53 percent (64.12 percent in 2019-20) compared to 37.47 

percent for private insurers (35.88 percent in 2019-20). 
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Table 1.2 

 

Source: IRDAI Annual Report 

 

In 2020-21, the life insurance market paid out 3.99 lakh crore in benefits (compared to 

3.51 lakh crore in 2019-20), accounting for 63.42 percent of total premium covered 

(61.35 percent in 2019-20). Private insurers paid benefits worth Rs.1.13 lakh crore 

(Rs.98,706 crore in 2019-20), accounting for 50.15 percent of the premium covered 

(51.01 percent in 2019-20). In 2020-21, LIC paid benefits worth 2.86 lakh crore, 

accounting for 70.85% of the premium underwritten (compared to 2.53 lakh crore in 

2019-20, accounting for 66.62 percent of the premium underwritten). 
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Problem Statement 

In this project, I am going to analyse the consumer perception towards life insurance. 

Life insurance becomes an essential need in today’s world because it gives support to 

the family members especially when the single bread earner of the family had 

deceased. 

The COVID-19 epidemic has highlighted the need of financial education in boosting 

the economy's growth. Millions of people lost their jobs in a couple of months, leaving 

them with mounting debt. 

India is home to roughly one-fifth of the world's population and has an over 80% 

literacy rate. Unfortunately, just 24% of the country's population is financially 

educated. 
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Objectives of the Study 

The main objectives of this study are given below: 

 To find out understanding of people towards life insurance products. 

 To know about people's preferences for private and public insurers. 

 To explore at the features that people look for when buying a life insurance 

policy. 
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Scope of the Study 

The existing research on life insurance market in India is primarily descriptive, with a 

few studies looking at both demographic and social factors that influence insurance 

demand. Consumer behaviour in the life insurance business has largely remained 

unstudied. Because of lower insurance penetration and its importance in improving 

financial well-being, it's crucial to know how Indians buy life insurance. The amount 

of financial awareness, the extent of social impact in the buying decisions, know the 

motives behind the purchase, and whether the current providers of insurance are 

satisfying the demands of the consumer are all topics of interest. 
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2. LITERATURE REVIEW 

In the last five decades, there has been a l0t 0f research 0n c0nsumer ch0ice in the life 

insurance industry. Numer0us studies have l00ked at s0cial, dem0graphic, and 

psych0l0gical aspects that may influence demand 0f life insurance. In this part, I l00k 

at s0me recent studies 0n the s0ci0ec0n0mic and dem0graphic fact0rs that influence 

insurance status. 

Several studies l00k at macr0ec0n0mic fact0rs that may influence demand 0f life 

insurance. These studies pr0vide inf0rmati0n 0n the 0verall demand f0r insurance 

acr0ss wh0le ec0n0mies. They d0 n0t, h0wever, give insight int0 the elements that 

influence individual 0r family decisi0n-making. Schlag pr0vides an 0verview 0f 13 

such macr0-ec0n0metric research (2003). These studies are n0t included in the 

f0ll0wing literature review because, while they just pr0vide a br0ad 0verview 0f the 

market, they d0 n0t illuminate the significant differences acr0ss different segments 0f 

s0ciety within a given nati0n. 

Zietz (2003) c0nducted a c0mprehensive and extensive review 0f the empirical 

literature 0ver the c0urse 0f five decades. Age, inc0me, educati0n, marital status, 

family size, and empl0yment were am0ng the m0st imp0rtant drivers 0f life insurance 

demand in the articles she analysed. Higher levels 0f inc0me and educati0n, as well as 

family size, were sh0wn t0 be fav0urably c0nnected t0 life insurance demand, whereas 

life insurance premiums and p0ssessing 0ther f0rms 0f s0cial security were f0und t0 

be adversely related. S0me research sh0wed c0nfusing and c0ntradict0ry results f0r 

key fact0rs 0f demand 0f life insurance,  such as age and family size, acc0rding t0 

Zietz. 

Hecht et al. (2010) disc0vered that marital status, the number 0f children, financial 

literacy, and the number 0f dependents all had fav0urable effects 0n life insurance 

demand in Germany. Dem0graphic and s0ci0ec0n0mic determinants have a 

c0nsiderable influence 0n life insurance purchase decisi0ns in Lithuania, acc0rding t0 

Ulbinaite et al. (2013). They disc0vered that families with0ut children evaluate 

different range 0f c0nsiderati0ns when buying a life insurance plan, but families with 

children 0nly c0nsider a handful. 
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Annamalah (2013) 0bserved that inc0me and educati0n are p0sitively c0nnected t0 life 

insurance demand in Malaysia, but age, number 0f children, 0ccupati0n, and w0rking 

sp0use are n0t. Acc0rding t0 Arun et al. (2012), micr0 life insurance membership is 

str0ngly c0nnected with the number 0f children 0r dependents in the h0me, indicating 

a p0ssible bequest incentive. 

Different individuals have different viewp0int in terms 0f purchasing life insurance 

and als0 regarding different variety 0f insurance pr0ducts. Acc0rding t0 B0dla and 

Verma (2007), middle-aged pe0ple d0minate the rural life insurance market; insurance 

sales agents are imp0rtant s0urces 0f inf0rmati0n and influencers f0r purchasing life 

insurance; and the m0st preferred p0licy in rural areas is a m0ney-back p0licy, 

f0ll0wed by end0wment p0licies. 

Insurance pr0ducts are difficult t0 understand, and insurance decisi0ns are t0ugh t0 

make (Schwarcz, 2010). Risk assessment is c0mplex, and investment-0riented life 

insurance returns are very speculative and unpredictable (Erics0n and D0yle, 2006). 

Cash value insurance are abstract and c0mplicated; their returns are n0t pr0mised up 

fr0nt but are realised afterwards, and they are difficult t0 verify (Cr0sby and Stephens, 

1987). Wh0le life insurance, acc0rding t0 Cr0sby and Stephens, is a credibility pr0duct 

wh0se sales are based 0n relati0nship marketing. Cr0sby and Stephens argue that 

insurance plans ass0ciated with the st0ck market i.e. Unit-linked P0licies 0r ULIP are 

danger0us pr0ducts. The c0mbinati0n 0f tax benefits with life insurance, as well as the 

increasing gr0wth 0f investment-0riented life insurance pr0ducts, has made the p0licy 

selecti0n pr0cess m0re difficult f0r clients (Dr0ms and Baldwin, 1989). 

Understanding c0mplicated financial pr0ducts necessitates a high degree 0f financial 

kn0wledge and ability. Many c0nsumers make financial mistakes, and bad financial 

decisi0ns lead t0 significant financial l0sses f0r individuals (Agarwal et al., 2009). 

Financial literacy is 0ften l0w acr0ss the w0rld; even basic n0ti0ns ab0ut saving and 

investing, such as interest c0mp0unding, are unfamiliar (Lusardi, 2008; Hung et al., 

2009). 

 

Classical the0ries presume that pe0ple are rati0nal, that they seek and can make 

decisi0ns that maximise their utility. Individuals have the freed0m t0 ch00se and make 

their 0wn decisi0ns, which is the basic principle 0f rati0nal acti0n. In individualistic 

civilizati0ns, this is typically the case. Individuals in c0llectivist cultures, 0n the 0ther 
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hand, may feel c0mpelled t0 c0mply t0 s0cietal standards, even if it means 

c0mpr0mising that pr0ducts that best describes their interest. Individuals c0nstruct 

their beliefs 0n the views 0f s0cial influencers and depend 0n the their peers f0r the 

advise. As a result, in c0untries with c0llectivist cultures, a herd mentality is frequently 

n0ticed in their financial c0nduct (Zhan, 2013; Eun et al., 2015). 

C0nsumers rely 0n sales agents t0 l0cate an appr0priate life insurance plan since they 

are the first p0int 0f c0ntact (Lawrence and Stephens, 1987; Anag0l et al., 2017). They 

als0 serve as financial planners and build l0ng-term relati0nships with their clients 

(Cr0sby and C0wles, 2008). The insurance pr0vider's brand value, high degree 0f 

c0nfidence in insurance agents, and l0w financial kn0wledge lead t0 an 0verreliance 

0n insurance agent advice. 

The intricacy 0f financial decisi0ns, al0ng with the d0minant c0llectivistic mentality, 

may lead t0 fraudulent sales meth0ds by agents in 0rder t0 receive m0re c0mmissi0ns 

if clients are n0t pr0perly educated (Erics0n and D0yle, 2006; Leah, 1986). The current 

acc0untability structure is ineffective in assuring c0mmissi0n-m0tivated sales agents' 

fiduciary 0bligati0ns. Their c0mmissi0ns are determined by the c0mpany's success, 

which may n0t always be in the best interests 0f the clients (Kurland, 1996). 

Independent sales agents have been disc0vered t0 w0rk f0r vari0us insurance firms 

(Leah, 1986); their unethical behavi0ur is influenced by managers and sales 0bjectives 

(Har0n et al., 2011). Acc0rding t0 several writers, sales representatives give bad advise 

and market impr0per insurance pr0ducts t0 financially inexperienced cust0mers 

(Erics0n and D0yle, 2006; Anag0l et al., 2017; Halan et al., 2014). 

Life insurance is empl0yed in classical ec0n0mics f0r precauti0nary savings, 

sm00thing future spending, and as a bequest m0tivat0r (Yaari, 1965; Hakanss0n, 

1969; Fischer1973; Karni and Zilcha1986; Bernheim 1991). It's als0 utilised t0 

increase b0rr0wing (Karni and Zilcha, 1986) and lending chances (Hakanss0n, 1969). 

Life insurance, 0n the 0ther hand, is s0metimes misinterpreted as an investment 

instrument. Insurance is viewed as an investment t00l by c0nsumers wh0 expect 

returns 0n their premiums (Sl0vic et al., 1977; Kunreuther and Sl0vic, 1978; 

Sch0emaker and Kunreuther, 1979; P0pe, 2003; Inkmann and Michaelides, 2012). 

Individuals with a restricted frame 0f reference see life insurance as a high risk 

investment that pays 0ff 0nly when the p0licy's pr0fits exceed the wh0le price paid. 

Individuals wh0 are c0ncerned ab0ut l0sing their payment if a l0ss event d0es n0t 
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0ccur refuse t0 get insurance (G0ttlieb, 2012; Hwang, 2016). Acc0rding t0 P0pe 

(2003), life insurance is n0t a viable investment, and cash value plans have p00rer 

returns than 0ther accessible investment vehicles. Acc0rding t0 s0me writers, 

purchasing a term insurance and putting the difference in a bank savings acc0unt 

w0uld give a larger return than purchasing an end0wment p0licy (Carney and Graham, 

1998; Vijay and Tamilselvan, 2011; Anag0l et al. 2017.). Pe0ple generally regard cash 

value plans as investments because 0f the tax benefits they pr0vide, acc0rding t0 

studies (Winter, 1998; Hecht and Hanewald, 2010; Inkmann and Michaelides, 2012). 

Life insurance is c0mm0nly utilised in India as a means 0f saving and investing 

(Ahmad, 2013). In India, the maj0rity 0f life insurance plans s0ld are cash value 

p0licies rather than pure insurance. In India, end0wment plans acc0unt f0r 87 percent 

0f all life insurance pr0ducts 0ffered (Halan and Sane, 2017). The p0ssibility f0r mis-

selling in the Indian life insurance market has been rec0gnised. The t0tal l0ss t0 Indian 

clients as a result 0f life insurance mis-selling is estimated t0 be 0ver US $ 28 billi0n. 

It is said that life insurance firms in India d0 n0t pr0m0te their plans in a fair and 

transparent manner. T0 entice buyers, they give a deceptive picture 0f life insurance 

plans (Vijay and Tamilselvan, 2011). End0wment plans are pr0m0ted by insurance 

sales agents in 0rder t0 earn greater c0mmissi0ns, even th0ugh a term p0licy is m0re 

appr0priate f0r a cust0mer. They give bad advice and market impr0per insurance 

p0licies t0 pe0ple wh0 aren't financially savvy (Anag0l et al., 2017). 
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3. RESEARCH METHODOLOGY 

 

DATA COLLECTION 

In this study primary data has been extracted from 138 respondents while keeping in 

view the objectives of the study. The primary data was collected through a 

questionnaire. The questionnaire contains certain question regarding thinking of 

people towards life insurance. 

 

 

STATISTICAL ANALYSIS 

The aim of statistics in research is to serve as a tool for planning research, analysing 

data, and making conclusions. Most research investigations generate a great amount 

of raw data that must be appropriately reduced in order to be comprehended. As a 

result, it is evident that no researcher can afford to disregard statistics. Descriptive 

statistics and hypothesis testing were the statistical tools employed in this work. 
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4. ANALYSIS 

We got to know that only 102 out of 138 people know about the life insurance. It is 

very shocking that around 26% of the people did not know about the term life 

insurance. 

 

 Fig. 4.1

 

Source: Own analysis 

 

Insurance is one of the product to secure people from the uncertain situations like death 

and disability. That’s why it is considered as the fourth basic need after food, clothes 

and shelter. By our study, we got to know that only 86 people out 138 give highest 

priority to financial security in the long run. 
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 Fig. 4.2

 

Source: Own analysis 

 

Now, Insurance is of the great use when someone has dependent family because it 

gives the benefit to the nominee of the policyholder after the death or at the end of the 

policy period depending upon the type of the policy. But the result is very shocking. 

We got to know that only 69 out of the 138 people know that.  

 

 Fig.4.3
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Source: Own analysis 

Following the Covid-19 outbreak, there was a surge in demand for life insurance 

products. When it comes to life insurance, term policies are the most cost-effective 

because they provide the greatest coverage for the least amount of money. However, 

simply purchasing life insurance is insufficient. The goal is to secure a sufficient 

amount of insurance to cover your family's demands. But how much is sufficient? The 

cover is not based on current earnings; rather, it is based on the goals' future value. 

Human Life Value is one of the best methods for calculating this. This strategy takes 

into account a person's economic or human life value (HLV) to the family. The value 

of future income, expenses, liabilities, and investments is the main focus of the idea. 

 

By our results, we got to know that only 57 out of the 138 people knows that the 

appropriate life cover is better calculated by human life value.  

 

 Fig. 4.4

 

Source: Own analysis 

 

Now, the next thing to keep in mind is which life insurance policy to buy? There are 

majorly four types of Life Insurance which are given as below: 

Best Method to calculate Life Cover

Human Life Value Others
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 Fig. 4.5

 

Source: Own creation 

 

Term Insurance: The most basic sort of life insurance is term policies. They offer life 

insurance without a savings or profit component. They are the most cost-effective kind 

of life insurance since their premiums are lower than those of other life insurance 

plans. 

If the policyholder dies within the policy period, the beneficiaries will receive a fixed 

amount of currency called the sum assured. There is no payout if the policyholder 

lives. 

 

Whole Life Policy: A policyholder's full life is covered under a whole life insurance 

policy. The fundamental feature of a whole life policy is that the policy's validity is 

not specified, therefore the individual can benefit from the life insurance coverage for 

the rest of his life. The insured pays recurring premiums until he dies, at which point 

the corpus is distributed to his family. 

 

Endowment Plans: One important distinction between endowment and term plans is 

the maturity benefit. Unlike term plans, which pay out the sum promised plus profits 

only if anything happens during the policy period, endowment plans pay out the sum 
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Life 

Insurance
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Insurance
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assured in both death and survival scenarios. Endowment plans, on the other hand, 

incur greater fees / expenditures – reflected in premiums – for paying out the sum 

promised, as well as profits, in either death or maturity scenarios. Premiums are 

invested in asset markets — stocks and debt – resulting in profits. 

 

Money Back Policy: A money back plan is a type of endowment insurance. It pays 

out in instalments over the course of the policy's term. A portion of the cash insured is 

paid out at regular periods to this goal. If the policyholder lives to the end of the term, 

he is entitled to the remaining sum insured. The beneficiary receives the entire sum 

assured if the policyholder dies during the policy period. 

Fig. 4.6 

 

Source: Own analysis 

If we look at our results, the most preferred type of life insurance is whole life policy 

followed by term plan, endowment plan, and money back policy. The reason for the 

preference of whole life policy could be it provides coverage for the entire life of the 

policyholder as the name suggests. 

  

Now, next thing that is very important while buying the life insurance policy is Riders. 
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Life insurance riders are optional benefits that are added to a primary policy in the 

event of a certain occurrence. They provide financial protection in addition to the life 

insurance policy's basic sum insured. 

Individuals can choose from a selection of riders to meet their needs. The following 

are some of the most important riders: 

1. Critical illness rider 

When a policyholder is diagnosed with a serious illness, he or she is eligible to extra 

benefits. 

 

2. Disability rider 

When the policyholder is diagnosed with an impairment covered by the rider, the 

policyholder receives benefits. 

 

3. Accidental death benefit rider 

In the event of a fatal accident, the policyholder receives benefits. 

 

4. Term rider 

On the death of the life guaranteed, the nominee receives a monthly income. 

 

5. Premium waiver rider 

In the case of an accident or mishap as described by the rider, the policyholder is not 

obligated to pay future premiums on the policy. 

 

In the time to come the Life insurance riders are of great use because they give the 

extra benefits with just a small charges. And there is an increase in uncertainty of life. 

In our study, we got to know that 86 out of 138 people even don’t know about the 

riders. It can clear from the results that there is lack of proper knowledge in this sector. 
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 Fig. 4.7

 

Source: Own analysis 

 

To be clear, the vast majority of life insurance policies are bought to mitigate risk. The 

death benefit is a safety net that pays out if you die unexpectedly. However, due of the 

tax advantages, life insurance may also be utilised as an investment. And that's not 

only because permanent insurance has a financial value attached to it. In the previous 

ten years, there have been various programmes on the market that have provided a 

very strong return. The rates of return are somewhat greater than those offered by bank 

deposits. As a result, it provides two benefits at once: protection against unexpected 

situations and investment. 

 

Through our study, we got to know that the Life Insurance is the mostly preferred by 

the people followed by Shares, Mutual Funds, and Bank Deposits. 
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Fig. 4.8 

 

 Source: Own analysis 

 

From our results, we also got to know that the most preferred insurer is LIC followed 

by SBI Life, HDFC Life, and ICICI Prudential Life. LIC is the first choice of the 

people in India because people have trust in it.  

 Fig. 4.9

 

Source: Own analysis 
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Hypothesis Testing 

Now, we are going to apply the hypothesis testing in our study to know whether there 

is some kind of relationship between the variables or not. For this purpose, we are 

going to apply the chi square test and the ANOVA test. 

 

Problem: Whether there is any significant difference among the different types of life 

insurance. 

 

Ho: There is no significant difference between the different types of life insurance 

plans. 

Ha: There is significant difference between the different types of life insurance plans. 

 

We are going to test this problem at 5% level of significance. 

 

According to you, Which plan best suits for you? 

 Observed N Expected N Residual 

Endowment Plan 26 34.5 -8.5 

Term Plan 34 34.5 -.5 

Whole Life Plan 56 34.5 21.5 

Money Back Policy 22 34.5 -12.5 

Total 138   

 

 

Test Statistics 

 

According to 

you, Which plan 

best suits for 

you? 

Chi-Square 20.029a 

df 3 

Asymp. Sig. .000 
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a. 0 cells (0.0%) have expected 

frequencies less than 5. The 

minimum expected cell 

frequency is 34.5. 

 

 

 

In the results, we found that the p value is equal to .000 

Since the p value is less than .05, we reject the null hypothesis. Thus, we can say that 

there is significant difference between the different types of life insurance plans. 

Different types of insurance plans that I have explained above are different in terms of 

their utility, offerings, etc. Different plan is suggested to different peoples based on 

their requirements like whether they need only protection or they want earn some 

returns also or else. 
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Problem: Whether there is any significant difference between the different insurers. 

 

Ho: There is no significant difference between the preferences of people in choosing 

the insurer. 

Ha: There is significant difference between the preferences of people in choosing the 

insurer. 

 

We are going to test this problem at 5% level of significance. 

 

 

 

Which is your preferred life insurer? 

 Observed N Expected N Residual 

LIC 59 27.6 31.4 

HDFC Life 19 27.6 -8.6 

ICICI Prudential 19 27.6 -8.6 

SBI Life 21 27.6 -6.6 

Others 20 27.6 -7.6 

Total 138   

 

Test Statistics 

 

Which is your 

preferred life 

insurer? 

Chi-Square 44.754a 

df 4 

Asymp. Sig. .000 

a. 0 cells (0.0%) have expected 

frequencies less than 5. The 

minimum expected cell 

frequency is 27.6. 
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In the results, we found that the p value is equal to .000 

Since the p value is less than .05, we reject the null hypothesis. Thus, we can say that 

there is significant difference between the preferences of people in choosing the 

insurer. 

 

Choosing the right insurance provider is very crucial because it gives assurance to the 

people for maintaining relationship with the company in the long run. There are few 

metrics that can be used to analyse the quality of insurers such as claim settlement ratio 

which basically tells that percentage of claims that had settled by the company during 

a particular financial year. 
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Problem: Whether there is any difference between the marital status of the person and 

the preferred insurance plan. 

 

Ho: There is no significant difference between the marital status of the person and the 

preferred insurance plan. 

Ha: There is significant difference between the marital status of the person and the 

preferred insurance plan. 

We are going to test this problem at 5% level of significance. 

 

 

 

 

 

ANOVA 

According to you, Which plan best suits for you?   

 Sum of Squares df Mean Square F Sig. 

Between Groups .551 1 .551 .578 .449 

Within Groups 129.768 136 .954   

Total 130.319 137    

 

In the results, we found that the p value is equal to .449 

Since the p value is more than .05, we accept the null hypothesis. Thus, we can say 

that there is no significant difference between the marital status of the person and the 

preferred insurance plan. 

As per the result, we can say that there is not any difference between the preferred 

insurance plan and the marital status of the individual. While there could be some 

impact on the decision like married person having a child would prefer to have child 

plans rather than traditional term plans. 
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Problem: Whether there is any significant difference between age of the person, 

gender of the person and the level of awareness of different insurance plans. 

 

Ho: There is no significant difference between the age, gender and the awareness level. 

Ha: There is significant difference between the age, gender and the awareness level. 

We are going to test this problem at 5% level of significance. 

 

 

Tests of Between-Subjects Effects 

Dependent Variable:   Are you aware of different Life Insurance Plans?   

Source 

Type III Sum of 

Squares df Mean Square F Sig. 

Corrected Model 6.576a 36 .183 1.270 .177 

Intercept 65.875 1 65.875 458.043 .000 

Gender .031 1 .031 .215 .644 

Age 3.168 26 .122 .847 .677 

Gender * Age 2.241 9 .249 1.731 .091 

Error 14.526 101 .144   

Total 216.000 138    

Corrected Total 21.101 137    

a. R Squared = .312 (Adjusted R Squared = .066) 

 

 

In the results, we found that the p value is equal to .177 

Since the p value is more than .05, we accept the null hypothesis. Thus, we can say 

that there is no significant difference between the age, gender and the awareness level 

of the person. 
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5. CONCLUSION 

I discovered that age, annual income, and marital status were important predictors of 

policy choice among demographic characteristics. Then I looked at the impact of 

various buying incentives on the type of coverage purchased. Term plans are most 

commonly used to save money on taxes. Endowment insurance are purchased for 

bequest purposes rather than for particular financial objectives such as children's 

education or retirement. As a result, endowment plans are regarded as pure insurance. 

Multiple policies are purchased to satisfy certain financial goals, as well as due to 

social pressure from brokers and banks. 

Individuals prefer to purchase endowment and multiple plans if they wish to save 

consistently or accomplish a future goal, as I predicted. People are more prone to 

choose term plans for saving taxes, which is interesting. This is odd because term 

insurance have the lowest premiums and hence deliver the smallest tax advantages. 

This indicates Indian life insurance purchasers' lack of financial education and product 

comprehension. 

People acquire endowment and multiple insurance under societal pressure and under 

the pressure of insurance agents, according to the findings. This emphasises the role 

of social groupings and insurance sales agents in Indians' life insurance selections. 

This might indicate a lack of knowledge and comprehension among life insurance 

purchasers, as well as possible mis-selling by insurance sales agents and financial 

intermediaries such as banks. 

To be precise, I conclude that there is very low awareness of people towards and 

insurance products. Government should take several steps towards increasing 

awareness level so that the people can take rational decisions while choosing the type 

of plan, and the amount of cover they will require. 
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APPENDIX 

 

Questionnaire 

 

Age 

 

Gender 

o Male 

o Female 

 

Marital Status 

o Single 

o Married 

 

1. Do you know what life insurance is? 

o No 

o Yes 

 

2. Do you feel that there is need for life insurance? 

o Yes 

o No 

 

3.  In the long term, how important is giving financial security to your family? 

o 0 (Not Important) 

o 1 

o 2 

o 3 

o 4 (Extremely Important) 

 

4. How do you take life insurance as a product? 

o Expense 

o Investment 

o Retirement Income 
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5. According to you, at what age one should buy life insurance? 

o 21 

o When someone has dependent family 

o When someone started earning 

o At any age but less than 60 years 

 

6. What are the different types of plans you are aware of? 

o Term Plan 

o Endowment Plan 

o Whole Life Plan 

o Money Back Plan 

o All the above 

o Don’t know any plan 

 

7. According to you, which plan best suits for you? 

o Term Plan 

o Endowment Plan 

o Whole Life Plan 

o Money Back Plan 

 

8. How the appropriate life cover is calculated? 

o Income 

o Expenses 

o Human Life Value 

o Don't Know 

 

9. What are the different riders you are aware of? 

o Premium Waiver 

o Accidental Death 

o Critical Illness 

o Permanent Disability 

o Income Benefit Rider 

o Don't Know 
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10. According to you, what are the different riders one should have in their life 

insurance policies? 

o Premium Waiver 

o Accidental Death 

o Critical Illness 

o Permanent Disability 

o Income Benefit Rider 

o Don't know 

 

11. What is your favourite investment product? 

o Shares 

o Mutual Funds 

o Life Insurance 

o Bank Deposits 

o None of the above 

 

12. Which is your preferred life insurer? 

o LIC 

o HDFC Life 

o SBI Life 

o ICICI Prudential Life 

o Others 


