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Abstract 

COVID-19 had far-reaching consequences for different economic sectors around the world.  

While the impact was not standardized throughout, one thing was consistent: every sector and 

region, including India and the Indian insurance sector, faced challenges in adapting to the 

new normal. The insurance industry provided both life and non-life or general insurance. 

COVID-19 had a mixed effect on the insurance industry. The effect of COVID-19 on the 

insurance industry was not uniform; some products saw a significant increase in business, 

while others saw a significant decrease. The aim of this research is to examine and assess the 

overall effect of COVID-19 on the insurance industry with emphasis on the steps to be taken 

to prepare the insurance sector to deal with these types of the consequences in the future. 

Data from the regulatory authority’s website is used to compile and analyses the findings of 

the study. 
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1. Introduction 

COVID-19, an acronym for novel CORONAVIRUS disease, is an influential force that 

demonstrates the sudden and unforeseen blow in various spheres of society. With the first 

case in December 2019 in Wuhan, China, the virus quickly spread all over the world in just a 

few months. It has infected 41.3 million people worldwide, including 7.71 million in India 

alone, and the number is still fluctuating with millions of people being vaccinated and 

recovered (COVID-19). COVID-19 was declared as a global pandemic by the World Health 

Organization, which is a viral disease that has not only affected humans, but also has a 

negative effect on the country’s economy. 

The nationwide lockdown in India from March 24, 2020 shortly after COVID-19 being 

declared as a pandemic had a negative effect on the Indian economy because development 

activities were fully halted during the lockdown.  India is one of 15 countries whose GDP 

was negatively affected. According to a report released by the Ministry of Finance, India’s 

GDP rate fell to its lowest level ever after this lock down. Its GDP drops from 4.5% in the 

first quarter of FY19 to 23.9% in the first quarter of FY20 (ET, 2020). 

According to the survey, India’s life insurance firms have grown their business by 11.36% by 

the end of March 2020. In FY20, the insurance industry grew by 13% for non-life insurance 
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while 18% for life insurance (Brand India, 2020). Insurance is a method of transferring a 

person’s risk of physical assets and life to insurance providers in exchange for a premium. In 

exchange, insurance providers agree to pay for any losses incurred by the insured (the person 

who applies for insurance protection). The Insurance Regulatory and Development Authority 

(IRDA) in India is governed by an Act of Parliament, the Insurance Regulatory and 

Development Authority Act, 1999, which regulates and supervises the insurance industry. 

The Authority has the rights to enact a variety of legislation, ranging from the registration of 

insurance companies to the safety of policyholders (Yadav & Suryavanshi, 2021). There are 

two kinds of insurance policies: one is life insurance, which covers human lives and pays 

only until death or the maturity of the policy. On the other hand, general insurance, also 

known as non-life insurance covers fire, health, motor, marine, engineering, and other 

miscellaneous risks, and reimburses policyholders for damages incurred during the policy 

duration. 

2. Insurance Sector and COVID-19 

The insurance industry is one of the most important sectors in the economy (Singhal, Goyal 

& Singhal, 2021; Singhal, Goyal & Singhal, 2020), accounting for around 5% to 7% of GDP. 

Several changes occur in every field of the economy during this pandemic. With the reported 

rise in business in the health insurance sector, the insurance sector as a whole is experiencing 

a downturn. In India, only 18% of the population in urban areas and 14% of the population in 

rural areas have health insurance. The effect of COVID-19 on the insurance industry is 

addressed in a report by Babuna et al. (2020), which uses the case study of the Ghanaian 

insurance industry during the COVID-19 as a case study. According to the author, until June 

2020, Ghana has reported 14,007 confirmed cases of novel coronavirus. Ghana’s president 

placed a partial lockout in March 2020, but it was lifted in April 2020 due to the country’s 

impending economic collapse. A monetary loss of GH ₡112 million has been suffered by the 

Ghana insurance industry. However, instead of a financial loss, it shows some unexpected 

business development. The annual profit has dropped by 16.6% as the overall premium has 

dropped by 17.01%, while client claims have increased by 38.4%. Insurance plays a major 

role in Ghana’s economy. 

It suffers from a severe lack of infrastructure, necessitating the creation of effective insurance 

policies in order to pursue economic growth (Singhal, goyal & Singhal, 2021; Kumari & 

Ashraf, 2016).  The authors have proposed several actions to reduce the impact of a pandemic 

on morbidity, mortality, and social disruption, based on the authors’ observations of the 

Ghanaian economy and insurance industry. Another study is conducted by Anjali and Arora 

(2021) on the effect of COVID-19 on the insurance sector and the transition to a new normal 

existence in the wake of the pandemic (Anjali & Arora, 2021). This research aims to assess 

the impact of COVID-19 on all major stakeholders, including hospitals, insurers, and 

corporations, as well as the impact of COVID-19 on constantly evolving claim trends, 

various protective models, and digitalization modes. It proposes several strategies for 

reducing confusion and preparing for future digital shifts.  The authors have addressed the 
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impact of insurance claims made on insurers as a result of the high cost of COVID-19 

positive care, which has resulted in a decrease in the number of patients seeking cancer, 

dialysis, and maternity treatment, both of which have seen a significant drop in post-

lockdown. 

Another research identified the effect of COVID-19 on the Indian insurance industry 

(Suryakant, 2021). After consulting with top chief financial officers (CFOs), the report was 

produced. To protect homes, properties, and businesses, we all need the services of the 

insurance industry.  Life insurance covers people’s livelihoods, future incomes, businesses, 

and net worth, while general insurance covers a company’s assets and economic activities. 

According to the survey, 51% of CFOs anticipate a decrease in revenue collection of up to 

25% and a 26% decrease in profit received by businesses as a result of COVID-19. Liquidity, 

portfolio risk, amount of free assets, dependency on reinsurance, and reinsurance cover were 

all changed in various ways on insurance companies. Some protocols for handling and 

qualifying damages suffered during the pandemic are being recommended again. One of 

these practices is for the insurer to act quickly in order to gain the client’s interest. Insurance 

firms should keep an eye on the cause-and-effect chain, global activities, and market 

dynamics. To prevent risks, the company should obtain expert advice early on, and it must 

consider the drivers of the insured’s business model. 

3. Key Issues and Challenges 

a. Remote working will become much more widespread, with insurers investing more 

in connectivity networks, collaboration tools, virtual team protocols, and reviewing 

the amount of real estate they actually need; moving to the Cloud will further support 

remote working quality and application providers are investing to expand the range of 

functions (for communication, sharing documents, admin tasks) to further optimize 

home working. 

b. Digitized systems and processes, cloud-based services, automation including the 

use of robotics and AI - these will likely accelerate and become standard tools for all 

insurers; move to full automation, the lack of end-to-end automation currently 

restricts full online customer and staff experience and will be a key driver to further 

invest in digital technologies for all steps in the processes. 

c. Capacity plays will be made - as efficiencies are realized rapidly due to the current 

state of affairs, insurers will see opportunities to shift capacity and create a more agile 

volume-shifting workforce in the future. 

d. Platforms becoming more mainstream especially within the health prevention 

market. This has enabled telehealth to grow rapidly and health insurers are changing 

with the times to accommodate these innovations; platforms are also growing to 

enable more remote working and ease of facilitation; this trend is absolutely here to 

stay. 

e. Regulation vs digitization will come into focus - where rules and regulations 

conflict with the digital agenda in different jurisdictions around the world, there will 
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be expedited focus on finding practical, modern world solutions and pressure for 

regulations and laws to change. 

f. Offshore service center strategy will be reviewed - to mitigate against 

concentration risk, insurers may look at spreading their operations across a higher 

number of locations and perhaps bringing more work back onshore as well. 

g. Scenario planning becomes more complex - recognizing that even developing the 

baseline may be challenging, careful scenario planning around potential challenges 

like IT failure, additional staff reductions, further spikes in demand and second waves 

are all considerations for careful planning and developing mitigation strategies. 

h. Exposure management reimagined - understanding potential exposures will help 

insurers get ahead and plan for what claims come in to provide a better service to their 

customers and allow payments to flow more quickly; equally this can help insurers 

with their value proposition to customers, brokers and agents, and other external 

stakeholders. 

i. Broker and distribution models may be reviewed in some markets, especially in the 

SME (small and medium enterprise) and mid-market segments - with more contact 

now taking place directly with customers as brokers struggle, some insurers may 

decide to do more business with customers directly themselves in the future, perhaps 

through digital channels, which in turn could impact how customized these products 

are in the future. 

j. Business continuity and resiliency planning will become a critical focus - this is 

something that regulators will press insurers on in any case. There will be multiple 

lessons to be drawn and a deeper penetration of plans in areas like offshore centers. 

4. Conclusion 

The study was conducted with the aim of describing the insurance industry performance 

before Covid and after Covid-19 pandemic in India. The changing trends and challenges 

faced by life insurance providers are also been analyzed under the study. To attain the stated 

objectives, researcher has used exploratory research design. Insurance industry plays a very 

crucial role in economy as its saves life, encourage investment, household’s savings and also 

provides mass employment to youth of the nation. Together with banking sector contributes 

more than seven percent GDP of an economy (Sawadogo, Guerineau, & Ouedraogo, 2018; 

Satsangi, 2014; Ward & Zurbruegg, 2000). Like other sectors of economy, insurance sector is 

also adversely affected with the present situation of covid-19 pandemic mainly in terms of 

decline in new policy business, delayed premium payments, increase policy lapsation and 

financial crises of claim settlements due to rise in number of deaths in Covid pandemic 

(Verma & Bala, 2013). 

To deal with these issues, insurers need to come up with more customer centric innovative 

solutions which gives multiple benefits to the policyholders. During Covid-19 period, many 

changing trends has been observed that people get more aware with importance of life 

insurance plan, significant growth in the demand of health and pure life insurance, increased 

business of online insurance and more oriented towards customer centric unique solutions. 
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The insurance companies face liquidity problem in the short run and solvency problem in the 

long run if the pandemic stays for a long time. No doubt there are many hurdles for insurance 

companies in present tough times. But with the effective policy measures, the challenges can 

be turned into opportunity by looking for alternative options like giving more digital services 

to the customers in terms of giving online policy information, policy buying, premium 

payment and also fast claim settlement. All customer services are available at door and 

insurance employees are allowed to work from home which helps to reduce companies’ 

operation cost and other expenses.  

In current uncertain situation where life related risks are very high. People tend to invest in 

long term term insurance in order to secure their family and loved ones. Both pure insurance 

and health insurance come out as a great opportunity for insurance providers. 
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