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Abstract 

Financial aspects of India in recent years have seen many ups and downs however, the 

significance of finance sector in the nation’s economy is notable. Micro finance companies 

are helping poor and low credibility people having access to money and influences the market 

of insurance industry. The study investigates the role of micro finance and its influence on 

insurance industry in India. The study uses primary data collected through a survey which is 

conducted upon 155 workers of leading micro finance institutions. The result of the study 

shows a significant effect of micro finance on the insurance sector. The study concludes that 

the proper use of micro finance and proper investment will enhance the insurance industry 

even more. 
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Introduction 

Every year, investors feel a growing want to learn more about the many wealth-building 

solutions on the market. Customers frequently ask bank and finance executives for advice on 

the best investing options. Personal financial planning and advice is the process of 

determining an individual's long-term financial goals while taking into consideration his or 

her savings and other assets. Financial planning also includes maximizing other financial 

resources, such as insurance, equity, and debt securities. The introduction of reforms in India 

has made a wide range of investing options available to nearly everyone. Prior to this, only 

government and institutional treasuries were able to trade in these markets. Clearly, bank and 

finance executives have an essential role to play in shaping other people's wealth profiles as 

well as their own. As a result, it is difficult to define a job description for someone involved 

in the creation or marketing of financial products. Professional financial planners, on the 

other hand, should position themselves to take full advantage of this quickly expanding field 

(Agarwal, 2007). Insurance as a well-known company developed in the United Kingdom at 
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the end of the 16th century. When it comes to the most common types of policies, marine 

insurance comes out on top, with life and fire coming in a close second, respectively. The 

Royal Exchange's Chamber of Assurance was created in 1575 for the recording of maritime 

packages under Queen Elizabeth I's reign. To deal with conflicts arising from marine 

insurance, an act of parliament was passed in 1601. Around 1700, the British developed 

modern marine insurance in India. It was in Calcutta in 1710 that the Sun Insurance Office, 

the first of its kind, opened for business. The Great Fire of London in 1666, which destroyed 

more than 13,200 homes, is largely responsible for the present form of stationery property 

insurance. Nicholas Barbon launched a building insurance company soon after the accident. 

To ensure brick and frame homes, he founded the "Firee Office" in 1680, the first fire 

(universal) insurance firm in England (Agiomirgianakis et al, 2003). It was only after the 

well-established marine insurance market that policies covering the lives of ship captains, 

crew, and merchants began to be issued. Short-term life insurance contracts were common in 

the early days of the insurance industry. On June 18th, 1583, a 12-month life insurance policy 

was issued to William Gibbons in London. Societies began to establish in the United 

Kingdom to issue life insurance policies in the 18th century. These societies included the 

Amicable Society (1705), the Equitable Assurance Society (1762), and the West Minster 

Society (1792). Founded in 1870 by two expatriates from the United Kingdom, the European 

and the Albert was India's first life insurance firm. An Indian life insurance firm was also 

established in that year: Bombay Mutual Assurance Society Ltd. (1870). Life insurance firms 

began to spring up all across the country. 

Literature review 

It was decided in 1993 that a committee headed by R. N. Malhotra, the former RBI chairman, 

would be formed to propose reforms to the insurance sector (Malhotra, 2012). A look at the 

insurance industry's committee structure procedures. The primary goal of this was to attract 

international investment. When the committee issued its 1994 report, it recommended (a) 

opening the Indian insurance sector to foreign investors, it recommended (b) creating IRDA 

to oversee and ensure the growth of the insurance sector, it recommended that (c) IRDA's 

primary goals include encouraging competitiveness to maximize customer satisfaction 

through an expanded offering of products and lower premiums while also guaranteeing 

financial securtization. The committee's recommendations were adopted. In 1999, IRDA was 
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established as an independent authority in accordance with the recommendations of the 

Malhotra Committee. As a result of the implementation of the IRDA Act 1999, the private 

sector in India now has access to the insurance sector. 

According to Kumbhar (2013), finance has had an impact on India's life insurance business. 

The study found that numerous foreign corporations have been able to enter the Indian 

insurance market following the liberalization of the industry in 1999. The IRDA statistics 

were used in this study to show that FINANCE in the life insurance sector has grown 

significantly since 2007-08, and the growth of the insurance sector is expected to continue in 

the future. 

Research by Meena and Aravamudhan (2014) has looked at how developments in the Indian 

insurance industry have affected the industry's expansion. Researchers found that private 

insurance businesses made a significant impact on India's insurer landscape in 2000 and that 

this shift from public to private ownership was spurred by the government's growing 

dissatisfaction with public sector insurance and government-controlled insurance companies. 

India's insurance sector will benefit greatly from the government's approval of an increase in 

the FINANCE ceiling from 26.0 to 49.0 percent, according to the report. 

Indian insurance has been examined by Pawar (2017) in terms of existing policy and 

regulations and their influence on finance. (a) FINANCE had an important role in the 

country's economic growth; (b) policy restrictions have not been modified to accelerate 

FINANCE; (c) foreign investors are eager to invest in India, but there are many uncertainties 

and potential socio-economic risks; & (d) economic liberalization has brought in new 

investments, which is posing a formidable challenge to India in the long run. According to 

the study, foreign investors have been granted access to the country's markets, but there are 

only a small number of them; (b) there is a definite possibility of long-term contractual funds 

for infrastructural investments with the liberalization of insurance; and (c) with the increase 

in supply, the prices will come down, which will ultimately benefit the c as a result of the 

increased competition. F) India should ensure that foreign investors don't keep all of the 

earnings they generate in the country; instead, they should reinvest them abroad. A portion of 

the profit should be reinvested or spent in India, and laws should be put in place to ensure 

that the organizational practices of insurance companies are closely adhered to by India. An 

rise in FINANCE limits and an increase in competition will lead to a lively and dynamic 
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insurance sector in the long run; and (b) an improved range of products will make the 

industry more dynamic and robust. 

A study by Venkataramani (2015) looked at how consumers and insurance agents felt about 

an increase in the FINANCE ceiling for the country's insurance industry. From 26.0 percent 

to 49.0 percent of the population was surveyed in a quantitative study undertaken by the 

author of this article. Researchers gathered data from participants in Chennai, the state capital 

of Tamil Nadu. Customers and insurance agents were surveyed in the study. Customers, the 

economy, insurance markets, and the general benefits of FINANCE were examined in this 

study. Among other things, respondents felt that raising the FINANCE ceiling in the 

insurance sector would have a greater impact on the service level provided by insurers than 

any other factor; they also felt strongly about raising the FINANCE cap; and they also felt 

strongly about whether or not the public was happy with the service provided by private 

insurers and whether or not the service would improve as competition increased in the 

industry. The study's shortcomings include the fact that it only looked at a small group of 

people who represented the insurance sector on a micro-level, and it was only conducted in 

urban areas. It did not include the insurance market in the rural areas. But it was a part of a 

significant research project that used standardized criteria to assess the overall 

macroeconomic impact of the increase in the FINANCE ceiling on the insurance sector. 

 

Methodology 

Objectives 

 To investigate the role of Micro finance in creating investment of micro insurance.  

 To study the role of Micro finance in developing micro insurance industry. 

Research design 

Universe: Finite 

Sampling method: Purposive sampling 

Sample size: 155 workersof leading MFIs were approached and a total of 138 responds are 

recorded. 
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Hypotheses 

H1: Role of micro finance is significant for creating investments micro insurance. 

Null hypothesis: Role of micro finance is insignificant for creating investments micro 

insurance. 

H2: Micro finance has significant role in the development of micro insurance industry. 

Null hypothesis: Micro finance has significant role in the development of micro insurance 

industry. 

Data collection and analyze 

Data is collected using primary methods. A survey has been conducted on the workers and 

through online communication platforms. The questionnaire is based on the topic of the 

study. Secondary data is also collected from previous studies and journals. The analysis of the 

data is done using ch-square test as it is non parametric test.  

 

Hypotheses testing 

1
st
 hypothesis: Role of micro finance is significant for creating investments micro insurance. 

Null hypothesis: Role of micro finance is insignificant for creating investments micro 

insurance 

A question was asked to the responders about the role of micro finance in their insurance 

company. The responses are depicted below, 

 Male Female  Total  

Financial sector has a significant role in their insurance company 

 

85 25 110 

Financial sector does not have any role in their insurance company 
22 6 28 

Total 107 31 138 
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Applying chi-square test on the outcomes, it is shown that 0.127 is the calculated value at 5 

percent significance level. As the calculated value is lower than tabular value which is 3.843, 

it can be said that the impact of micro finance on insurance companies is significant. Thus, 

the 1
st
 hypothesis is accepted. 

2
nd

 hypothesis: Micro finance has significant role in the development of micro insurance 

industry. 

Null hypothesis: Micro finance has significant role in the development of micro insurance 

industry. 

 Male Female  Total  

Financial sector has a significant role in their insurance company 

 

85 25 110 

Financial sector does not have any role in their insurance company 
22 6 28 

Total 107 31 138 

 

Using the chi square test, we can determine that the calculated value is 0.044 with 1 degree of 

freedom and a 5% level of significance. MFIs play an important part in the insurance 

industry's growth because their computed value is lower than their tabulated value of 3.841. 

As a result of their illiteracy and lack of access to contemporary technology, the persons 

polled believe that insurance is viewed negatively by those living below the poverty line, 

leading to communication issues concerning the product. They have a harder time educating 

people about health, livestock, and other types of insurance than they do about life insurance. 

According to the respondents, a lack of resources, a lack of common guidelines for settling 

claims, and poor incentives from insurance firms lead to low motivation for microinsurance 

products when it comes to distribution. 

Result and discussion 
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The financial sector's enormous investment in the insurance industry is shown through the 

examination of source data. A chi square test shows that MFIs have a significant impact on 

the insurance industry's growth. There was also dissatisfaction with insurance services, 

according to survey respondents. Additionally, the study found that microfinance institutions 

have a number of challenges when it comes to managing funds and creating new products, 

including a lack of qualified employees, illiteracy, outdated technology, a scarcity of cash, 

and a lack of financial incentives from insurance companies. 

Conclusion 

It can be concluded that the financial sector should produce a demonstration effect in which 

poor people regard insurance as a part of their risk management approach. To better serve the 

poor, they need to work more closely with SHGs. As a means of enhancing efficiency, 

insurance companies should help their clients in terms of resources and personnel. They need 

to be given more authority and more incentives to keep their morale up, so they can do their 

best work. Low premium rates and a simplified claim settlement process benefit microfinance 

institutions by allowing companies to build products that take their customers' requirements 

and preferences into account. 
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