
Decoding Consumer 
Sentiment for Life Insurance

September 2023



22023 © Benori Knowledge. All Rights Reserved.

TABLE
OF
CONTENTS

Key Takeaways

3

4

Life Insurance Industry in India in 2023

What Do The Tier 2 & Tier 3 Cities Customers Want?

Appendix

1

2



32023 © Benori Knowledge. All Rights Reserved.

Key Takeaways1



42023 © Benori Knowledge. All Rights Reserved.

Life insurance penetration levels off at 3.2% as Tier 2, 3 & semi-rural areas offer growth 
opportunities

In FY23, the Indian life insurance sector grew by approximately 13%, recovering its pre-pandemic momentum, while the penetration rate remained 

steady at 3.2% as of FY22, emphasizing the importance of exploring untapped markets

Source: Annual Economic Review, IRDAI, RBI
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Traditional purchase channels continue to be strongest medium of sales

• Most consumers depend on insurance agents and banks for policy purchases due to the perceived trustworthiness of face-
to-face interactions

• Digital channels experienced significant pandemic-driven growth but couldn't maintain it after COVID

Affordable premiums and flexibility in payment are key factors while purchasing policies

• Metro areas prioritize cash accumulation and investment, whereas price-conscious Tier 2/3 markets prefer products with 
premium flexibility

• While brand reputation and recommendations matter; customer service and competitive rates influence choice

Family’s financial stability is the major trigger for purchasing life insurance policies

• Post-COVID sentiment about death has largely influenced the customer base to purchase life insurance

• Tax benefits on life insurance continues to remain a significant factor affecting purchase

https://dea.gov.in/sites/default/files/Annual%20Economic%20Review_May%202023.pdf
https://irdai.gov.in/life
https://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/50AT_170720230018A90891E2418B97732EFA0A7003C1.PDF
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India's life insurance industry is set for growth due to rapid economic growth, digital 
transformation, and a youthful demographic dividend.

Source: MoSPI Report, Digital 2023 Report, IMF: WEO Report, Economic Survey, 2023

India boasts a 64% youthful population, with a median age of 28 years, indicating a huge opportunity for the insurance sector. 

A significant growth in domestic “credit” consumption of 21% in FY23 is also creating a large opportunity for increasing insurance penetration.
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Despite global challenges and stricter domestic monetary policies, 

India expects to achieve a growth rate of 6.5% - 7.0%
India's digital landscape is evolving, with nearly 50% of the 

population having internet connectivity

https://www.mospi.gov.in/sites/default/files/publication_reports/women-men22/PopulationStatistics22.pdf
https://datareportal.com/reports/digital-2023-india
https://www.imf.org/en/Publications/WEO/Issues/2023/04/11/world-economic-outlook-april-2023
https://www.indiabudget.gov.in/economicsurvey/doc/echapter.pdf
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IRDAI is further enabling growth by extending insurance access and providing flexibility 
through the Bima Trinity initiative

Source: News Report, The Hindu Report 

Efforts are underway to collaborate with the councils of life and general insurance to create a 
UPI-like movement for the insurance sector with Bima Trinity

IRDAI is working on a new platform, Bima Sugam, which will 
consolidate insurers and distributors into a single interface

These carriers will promote the benefits of 
composite insurance products like Bima Vistar, 

emphasizing their usefulness in times of distress to 
women heads of households

IRDAI is deploying Bima Vaahaks (carriers), a women-centric 
workforce at Gram Sabha level

Bima Vistar, encompassing life, health, property, and 
casualty or accident insurance, will provide defined benefits 

for each risk, facilitating faster claim payouts without the 
requirement of surveyors

The regulator is also is introducing Bima Vistar, a 
comprehensive bundled risk cover 

This platform will offer customers a convenient one-stop shop 
for accessing service requests and claims settlement. 

Bima 
Trinity

https://www.business-standard.com/finance/insurance/irdai-to-create-state-insurance-plan-similar-to-slbcs-debasish-panda-123052501057_1.html
https://www.thehindu.com/business/Industry/all-in-one-policy-plan-to-spread-insurance-in-india/article66893968.ece
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Although the industry marked 11.6%* GWP growth riding on post-pandemic awareness 
boom, policy sales have declined

Source: IRDAI, Investor Presentations (ICICI Pru, SBIL, HDFC Life, LIC), Public Disclosures 

New Business Premium

FY23 saw 18% growth driven mainly by group single policies and 
individual non-single policies.

Number of Policies

In FY23, the policy sales growth declined by 2%, indicating the 
industry’s challenges in expanding its customer base.

Insurance Products

In FY23, the insurance industry primarily focused on launching non-
ULIP, non-par products to meet customer demand for affordable, 
straightforward insurance plans with clear terms

• FY23 saw industry-first features like unlimited withdrawals which 
provide policyholders with greater control over their money

• New product categories such as millennials, self-employed 
individuals, and homemakers are being identified by insurers

Sales Distribution Channels

• The pandemic saw the rise of fintechs in India, capturing major markets across industries. However, the growth momentum has not sustained in the life insurance sector, 
with digital business witnessing a decline in the past two years

42.9%

69.4%

-11.2% -1.6%
By NoP By Premium

Direct Online Sales Channel

5-Year CAGR (FY18-FY23) 2-Year CAGR (FY18-FY23)

Industry should invest in process-
improving Insurtechs for streamlined 
onboarding and claims processing

Industry experts indicate that only a  few frequent users account for 
most of the transactions or share of spends in major digital 
applications indicating: 
• Less financial literacy
• Sharp reduction of user-base when it comes to paying users

Value

Volume

*2-Year CAGR

For Individual business, as reported by companies in public disclosures

https://irdai.gov.in/life
https://www.iciciprulife.com/content/dam/icicipru/about-us/BusinessPresentations/FY2023/FY-FY2023-Business-Presentation.pdf
https://www.sbilife.co.in/sbi-life-analyst-presentation-mar-2023
https://www.hdfclife.com/content/dam/hdfclifeinsurancecompany/about-us/pdf/investor-relations/financial-information/investor-presentation/HDFC-Life-12M-FY2023-Investor-Presentation.pdf
https://licindia.in/documents/20121/93502/Investor-presentation-FY-22-23-FV-24-05.pdf/4048a3dd-6d66-f2e1-af4f-87f080d5927b?t=1685386591022
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FY23 witnessed high GDP states showing negative growth in policies sold, indicating a 
need to diversify into Tier 2&3 markets

Source: PIB-GOI, India Census, Public Disclosures – The life insurance business of states is as per 22 company disclosures for individual business 

Number of Policies sold in FY23: Y-o-Y growth, %

Less than (-50%)

Between (-50%) to 0%

Between 0% to 50%

More than 50%

01

02

03

04States with larger populations, like West Bengal and Madhya 
Pradesh, see higher policy sales per 1000 people, aided by 
government policies and schemes

States with high GDP/capita like Maharashtra, Gujarat, Karnataka 
and Tamil Nadu witnessed negative y-o-y growth in the number of 
policies sold in FY23, indicating saturation of urban markets

States with medium population are ripe for steady growth as 
witnessed in  Uttarakhand (+226% y-o-y growth in FY23) and Kerala 
(+38% y-o-y growth in FY23)  

States with low population such as Sikkim and Nagaland reflect 
high ratio of policies sold per 1000 people, pertaining to a low base 
due to their market being in a nascent stage 

https://www.pib.gov.in/PressReleasePage.aspx?PRID=1942055
https://www.indiacensus.net/
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What Do The Tier 2 & Tier 3 Cities
Customers Want?3
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19% 17%17% 12%17%

Through insurance agents

Through news/media ads 

Through colleague 
/acquaintance

Through e-commerce 
websites

Through govt. service/NGO 
workers

Customers are leaning towards top players with at least one policy in portfolio, engaged 
through media and insurance agents

Most purchased brands

Top known insurance brands among respondents Medium of awareness

More than 
90%

awareness

The ranking of highly 
favored brands varies 
across different tiers, 
although the most 
recognized brands 
remain consistent 16%

22%

35%

48%

48%

N = 571

N = 623
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Affordable premiums and simple products incentivize term insurance, though majority 
of Tier 2&3 customers own a single policy 

Number of life insurance policies customers own

Customers without insurance policies often choose to invest in alternative 
financial instruments like PF and FD due to a lack of understanding and 

trust issues with insurance providers.

8%

54%

37%

No policy

1 policy

≥ 2 policies

N=623

The number of policies held by customers is influenced by their income and age 
group:

• Respondents earning an annual income of over INR 10 lakhs tend to view 
purchasing 2 or more policies as an investment

• Respondents employed in the public sector typically possess 2 or more 
policies

• Individuals within the age group of 36-60 years are more likely to own 2 or 
more policies

Top Products

41%
39%

33%

24%

14%

Term life
insurance

Money-back
life insurance

Endowment
life insurance

Unit-linked
insurance

plans (ULIPs)

Pension/
retirement

plans

N = 571
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Y-o-Y Sales Channel Growth in FY23 Customer’s buying preference

Post pandemic, customers are moving back to physical modes of purchase while buying 
insurance

• The preferred method of purchasing life insurance among customers is through an agent or banks, primarily due to the in-person interactions 

• Customers generally prefer information regarding policies and other features through email, or as app notifications. This is constant across all 
customer segments

Popular Channels of Purchase

29%

31%

-2.77% 8.27%

-41.00%

10.60%
18.42%

-28.00%

Agency Bancassurance Direct Online

NoP Premium

*As per business reported by companies in their disclosures, for individual business 
**Direct Online also includes business through web aggregators

Through Life 
Insurance Agent

31%

Through Banks
29%

Through Company 
Website

23%

Web 
Aggregators

16%

N = 571

~50% of the respondents prefer reach out through email, and app-like services
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Preferences of Tier 2&3 markets indicate the pursuit of financial stability for long-term 
goals such as education and home ownership

• Customers aged 25-35 prioritize home purchases in early adulthood, whereas those aged 36-60 shift towards long-term financial planning by 
prioritizing children’s education funds

• Customers earning above 20 lakhs per annum majorly purchase insurance as a financial investment or for tax saving purposes, while those earning 
below 20 lakhs per annum purchase it due to concerns of family’s financial stability after death

23%

Primary Financial goals Factors influencing customers to buy insurance

29%

22%

19%
17%

13%

Planning and
ensuring loved
one's financial

stability

Financial
protection for

family in case of
death

Tax benefits Protecting
business
interests

Paying of debts

N=571

21%

18% 21%

18%

9%

8%

17%

3%

23%

No-specific
 goals

Saving for 
retirement

Purchasing a 
home or property

Paying off debtsBuilding an
 emergency fund

Starting or 
expanding a business

Funding children’s
 education

N=623
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21%While customers consider brand reputation and recommendations, purchase is driven by 
competitive rates and flexible premiums

• For customers earning above 15 lakhs per annum, investment options and cash value accumulation from the policy influence their purchase while 
for those earning below 15 lakhs per annum, affordability of premiums and flexibility in payment are the key deciding factors

N=571

Reputation 
and brand 

recognition
66%

Excellent 
customer 

service and 
support

59%

Competitive 
premium 

rates
55%

Factors influencing purchase from a particular insurer Factors influencing purchase of a specific product



162023 © Benori Knowledge. All Rights Reserved.

Major Challenges cited by policy buyers

Over 75% of customers express satisfaction with their individual life insurance providers, 
with the primary challenge identified as the lengthy or complex claims processing

N = 571

27%

23%

18%

14%

Lengthy or complicated
claims processing

Increasing premium costs Lack of transparency in policy
information or updates

Difficulty in understanding
policy information

4%

18%

59%

19%

Extremely Satisfied

Dissatisfied

Satisfied

Moderately Satisfied
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Customers usually consider purchasing a life insurance policy from a brand/provider they 
are aware of and prefer to pay premium between INR 1,000 - 2,000 monthly

• Of respondents who do not own any policy (N=52), 73% are open to purchasing one in future, given their concerns are met; and among them 87% 
would purchase it from a brand they are aware of

• While a significant section of Tier 1 respondents are willing to pay INR 2,000 - 5,000 as premium per month and are mostly flexible with price, 
majority of Tier 2 and Tier 3 respondents are only willing to pay INR 1,000 - 2,000 as premium per month and are extremely price sensitive.

Yes, I would consider purchasing from 
a familiar brand/provider

85%

No, I would prefer to 
explore other options

14%

Not sure
1%

N = 609

Consideration while purchasing a policy

13%

10%

42%

29%

6%

Flexible with price/ Depends on the coverage and benefits

Less than INR 1,000

INR 1,000 - 2,000

INR 2,000 - 5,000

INR 5,000 - 10,000

Comfortable price range for making a purchase in future
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Appendix4
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Respondent’s occupation Number of Dependents

Income mixAge mixGender mix

Demographics

The customer sentiment analysis survey mainly focused on the Tier 2 and 3 market.

37%

46%

14%

3%

25-35 years

36-45 years

46-60 years

Above 60 years

24%

34%
13%

18%

4% 10-15 lacs

15-20 lacs

5-10 lacs

Above 20 lacs

Below 5 lacs

45%, Employed (Private Sector) 21%, Employed (Public 
Sector/Government Job)

5%, Housewife
2%, Retired

27%, Self-Employed

12%

28%

32%

23%

5%
1

2

3

4 or more

None

75%

25%

Total Number of Respondents: 623



202023 © Benori Knowledge. All Rights Reserved.

Region-wise Distribution

Tier 1 Cities
13%

Tier 2 Cities
57%

Tier 3 Cities
30%

Delhi, Mumbai, Bengaluru, Chennai, 
Hyderabad, Kolkata, Pune

Tier 1 Cities

Kochi, Jaipur, Visakhapatnam, Agra, Dehradun, 
Bhubaneshwar, Nagpur, Panaji, Mysore, 

Dimapur, Coimbatore

Tier 2 Cities

Gandhinagar, Roorkee, Salem, Gwalior, 
Meerut, Gangtok

Tier 3 Cities

N=623
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