
 

Copyright © 2025 The Author(s): This is an open access article under the CC BY license 

(http://creativecommons.org/licenses/by/4.0/) 

 

 

International Journal of Scientific Research in Science, Engineering and Technology 
 

Print ISSN - 2395-1990 

Online ISSN : 2394-4099 
Available Online at :www.ijsrset.com 

doi : https://doi.org/10.32628/IJSRSET 
  

 

 

 

  

 

 

 

30 

Business Development on Penetration of Motor Insurance In India 
Devansh Garg1, Dr. Jaideep Sharma2 

1Researcher, Department of Management, School of Business, Galgotias University, India 
2Associate Professor., Department of Management, School of Business, Galgotias University, India 

 

A R T I C L E I N F O 
 

A B S T R A C T 

Article History: 

Accepted : 01 May 2025 

Published: 04 May 2025 

 

 This report examines the landscape of motor insurance penetration in 

India, focusing on business development strategies to enhance coverage. 

Despite significant market size (estimated at INR 1 trillion in 2024) and 

projected growth, India faces challenges with low motor insurance 

penetration, particularly in rural areas, with a large number of vehicles 

remaining uninsured. Key challenges include low awareness, price 

sensitivity, high claim ratios, and fraudulent claims. This report explores 

the current market dynamics, regulatory framework under IRDAI, 

consumer behavior, and the critical role of technology (Insurtech). It 

outlines business development strategies focusing on digital 

transformation, customer- centricity, data analytics, product innovation 

(like Usage-Based Insurance), and distribution channel optimization to 

address these challenges and drive increased penetration, aligning with the 

national goal of 'Insurance for All'. 
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Introduction 

India's motor insurance market is a significant and 

growing sector within the non-life insurance 

industry. Valued at approximately INR 1 trillion (or 

USD 12.89 Billion) in 2024, it is projected to expand 

considerably, potentially reaching INR 1.7 trillion (or 

USD 25.18 Billion) by 

2029/2030, driven by increasing vehicle ownership 

and mandatory Third-Party Liability (TPL) insurance 

requirements. The Motor Vehicles Act, 1988, 

mandates TPL coverage for all vehicles operating in 

public places, making it illegal to drive without it 

(Chandra Das et al., 

2025).  

According to the global insurance premium 

collecting scenario, the percentage of life insurance 

premiums was 55.55 percent of total insurance 

premium collection worldwide, while the share of 

non-life insurance premiums was 44.45 percent 

(Vimala & Alamelu, 2018). 
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Despite this mandate and market growth, a 

substantial portion of vehicles in India remain 

uninsured, estimated at around 53%. This gap 

highlights a critical challenge and a significant 

opportunity for business development within the 

sector. Factors like rising disposable incomes, 

increased awareness, and regulatory pushes 

contribute to growth, but overcoming the barriers to 

penetration requires strategic focus. This report 

delves into the current state of motor insurance 

penetration in India, analyzes the associated 

challenges and opportunities, and discusses business 

development strategies being employed and needed 

to broaden coverage effectively. 

Literature Review 

Research highlights India's low motor insurance 

penetration despite mandatory third-party liability 

laws and significant market growth potential. Studies 

indicate key drivers include rising vehicle ownership, 

regulatory pushes, and increasing consumer 

awareness, particularly in urban areas. Business 

development strategies increasingly focus on 

leveraging digital platforms and insurtech for wider 

reach, easier policy issuance, and streamlined claims 

processing. Insurers are exploring product innovation 

like telematics-based policies, expanding distribution 

networks through partnerships, and enhancing 

customer-centricity via data analytics. However, 

challenges such as high price sensitivity, prevalent 

insurance fraud, and limited rural outreach continue 

to influence business strategies aimed at boosting 

penetration. 

Research Questions 

1. What is the business process to develop motor 

insurance? 

Objectives 

• To Measure the current level of motor insurance 

adoption 

• To Identify factors influencing penetration. 

• To Assess future growth potential 

Sources and Method 

Secondary data sources such as surveys, observations, 

experiments, questionnaire, personal interview, etc. 

Government publications, websites, books, journal 

articles, internal records etc  

Results and discussion 

The market size is estimated at INR 1 trillion (USD 

~12.9 Bn) in 2024.Forecasts predict growth to INR 1.7 

trillion (USD ~25.2 Bn) by 2029/2030, with CAGR of 

around 11- 

11.8%.Growth is fueled by vehicle sales, mandatory 

TPL, and rising awareness. However, motor 

insurance's share in the overall non-life premium 

pool has recently dipped below 

30%.A significant challenge is the low penetration 

rate, with estimates suggesting over half of the 

vehicles on Indian roads are uninsured.Penetration is 

particularly low in rural and semi-urban areas due to 

limited awareness and access.The Insurance 

Regulatory and Development Authority of India 

(IRDAI) governs the sector.Key regulations include 

mandatory TPL insurance, specified compensation 

limits for third-party property damage (up to INR 7.5 

lakhs), and guidelines for comprehensive 

policies.Recent IRDAI initiatives focus on increasing 

penetration ('Insurance for All by 2047'), easing 

business operations ('use and file' for products), and 

promoting innovation. Changes include mandatory 

multi- year TPL for new vehicles and standardized 

No Claim Bonus (NCB) structures. 

Key Challenges: 

• Low Awareness: Lack of understanding regarding 

the need for insurance beyond the mandatory TPL, 

especially outside major cities. 

• High Claims & Fraud: High claim ratios, particularly 

for TPL, impact profitability. 

Fraudulent claims (staged accidents, exaggerated 

damages) add to the burden. 
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• Price Sensitivity: Consumers often prioritize lower 

premiums over comprehensive coverage, affecting 

the uptake of Own Damage (OD) policies. Research 

indicates safety and claim settlement speed are 

valued, but premium comparison is a key consumer 

activity. 

• Distribution Gaps: Reaching potential customers in 

under-penetrated rural areas remains difficult due to 

infrastructure and digital connectivity issues. 

• Trust Deficit: Misselling and complex processes can 

lead to mistrust among potential policyholders. 

III. Business Development Strategies for Enhanced 

Penetration 

To address the challenges and tap into the growth 

potential, insurance companies are adopting various 

business development strategies: 

 

1. Leveraging Data & Analytics: Utilizing data for 

better risk assessment, personalized pricing, 

identifying customer needs, and targeted marketing. 

Neural network-based segmentation can help create 

tailored offerings. 

2. Customer-Centricity: Moving towards hyper-

personalization by understanding unique customer 

requirements and life events. Enhancing customer 

experience through  seamless onboarding, self-service 

tools, and efficient claims processing. Employing 

omnichannel communication strategies for consistent 

interaction. 

3. Digital Transformation: Replacing legacy systems 

with agile, scalable technology platforms. Expanding 

online sales channels (websites, apps, aggregators) for 

easier policy purchase and management. Automating 

processes like underwriting and claims settlement 

using AI. 

4. Product Innovation: Developing flexible and need-

based products beyond basic TPL and OD covers. 

Introducing add-ons and exploring Usage-Based 

Insurance (UBI) models linked to driving behavior 

via telematics. Offering risk-based solutions tailored 

to individual profiles. 

5. Strengthening Distribution: Establishing 

partnerships with car dealerships, banks, and other 

relevant entities to embed insurance offerings. 

Creating effective referral programs. Utilizing Motor 

Insurance Service Providers (MISPs) and expanding 

digital reach to semi-urban and rural areas. 

 

IV. The Role of Insurtech 

Technology, particularly Insurtech, is playing a 

pivotal role in transforming the Indian motor 

insurance sector: 

• Artificial Intelligence (AI) & Analytics: AI is used 

extensively for automating claims processing 

(reducing settlement times), fraud detection, 

customer service (chatbots), personalized 

recommendations, and dynamic risk profiling. 

• Telematics (Usage-Based Insurance - UBI): Devices 

tracking driving behavior (speed, braking patterns, 

distance) enable insurers to offer personalized 

premiums (Pay- As-You-Drive, Pay-How-You-

Drive). This helps reduce information asymmetry and 

price policies more accurately based on actual risk. 

While nascent in India, telematics holds significant 

potential. 

• Digital Platforms: Online platforms facilitate easy 

comparison, purchase, and management of policies. 

Digital tools like video-based KYC streamline 

onboarding. 

• Process Automation: Insurtech solutions automate 

various stages, from First 

Notification of Loss (FNOL) to final settlement, 

enhancing efficiency and transparency. 

Findings 

1. The Indian motor insurance market is substantial, 

estimated at INR 1 trillion in 2024, and is expected to 

grow significantly. 

2. Despite the market size and growth, there's low 

motor insurance penetration in India, with a 
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considerable number of vehicles remaining 

uninsured, particularly in rural areas. 

3. Key challenges affecting motor insurance 

penetration include low awareness, price sensitivity 

among consumers, high claim ratios, and fraudulent 

claims.  

4. Technology, especially Insurtech, is crucial in 

transforming the sector through AI, data analytics, 

telematics, digital platforms, and process automation. 

5. Business development strategies to enhance 

penetration focus on digital transformation, 

customer-centricity, data analytics, product 

innovation (like Usage-Based Insurance), and 

optimizing distribution channels. 

 

Recommendations 

1. Boost Digital & Insurtech: Invest in AI, analytics, 

and digital platforms for efficiency and personalized 

offerings. 

2. Enhance Customer Focus: Use data to tailor 

products and improve the customer experience (CX). 

3. Innovate Products: Develop flexible policies and 

promote Usage-Based Insurance (UBI). 

4. Expand Reach: Leverage partnerships and digital 

channels, especially for rural/semi- urban areas. 

5. Build Trust & Awareness: Educate consumers on 

comprehensive coverage and ensure process 

transparency. 

V. Conclusion 

The Indian motor insurance market presents a 

paradox of high growth potential constrained by low 

penetration. While mandatory TPL provides a base, 

significant opportunities lie in increasing the uptake 

of comprehensive policies and insuring the vast 

number of currently uninsured vehicles. Business 

development efforts must focus on overcoming 

challenges like low awareness, price sensitivity, and 

distribution gaps, particularly in rural India. 

 

The future hinges on strategic adoption of technology 

and customer-centric approaches. Insurtech 

innovations like AI, data analytics, and telematics are 

key enablers for personalized products, efficient 

operations, improved risk assessment, and enhanced 

customer experience. By combining strategic business 

development—focusing on digital reach, 

partnerships, product innovation, and trust-

building—with supportive regulatory initiatives from 

IRDAI, the sector can move closer to the vision of 

'Insurance for All by 2047', ensuring greater financial 

protection for vehicle owners across India.  
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