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 Artificial Intelligence (AI) is rapidly transforming industries across the globe, and 

the insurance sector in India is no exception. With its ability to streamline processes, 

enhance decision-making, and personalize customer interactions, AI presents a new 

frontier for innovation and efficiency. In India’s dynamic and highly competitive 

insurance market, the adoption of AI is gaining momentum. This paper delves into 

the potential of AI to disrupt traditional insurance practices, focusing on operational 

efficiency, customer experience, and innovation. By examining secondary data from 

academic and industry sources, it explores both opportunities and challenges 

associated with AI integration. The findings aim to inform future strategies for 

stakeholders navigating this evolving technological landscape. 

Purpose: This paper explores the potential disruptive impact of artificial intelligence 

(AI) on the insurance sector in India, focusing on its implications for operational 

efficiency (OE), the customer experience (CE), and the overall innovation within the 

insurance industry (I). This investigation seeks to identify potential opportunities and 

challenges associated with the increasing reliance on AI in this fast-evolving 

marketplace. 

Design/Methodology/Approach: This paper takes a qualitative approach that 

entails a conceptual analysis of secondary data obtained from academic journals, 

industry reports, and case studies. The overall aim is to analyse AI depending on 

operations while discussing its relevance to the context of India. 

Findings: AI's disruption is increasing underwriting, claims processing, fraud 

detection, and customer engagement in the Indian insurance sector, however, 

problems such as privacy and regulatory grey areas, alongside skills shortages must 

include for organizations to harness fully the power of AI and its possible 

functionalities. 

Research Limitations/Implications: This paper contains secondary data which 

may not reflect the most current development in this industry, future researchers 

would be able to undertake primary studies and longitudinal studies to better inform 

future thinking. 

Practical Implications: The study provides actionable insights into AI for insurers, 

policymakers, and technology developers around the suitability of the strategic 

development of AI and trading off for ethical and regulatory work on AI. 

Originality/Value: This paper offers a specific analysis of AI's contributions in 

India’s insurance sector, a relatively unexplored but significantly growing area, and 

adds to the literature on technology-driven transformation in emerging markets. 

 

Key words: 

Artificial Intelligence, Machine 

Learning, Insurance sector, India, 

Operational efficiency, Customer 

experience, Data privacy 

 

*Corresponding Author 

Archana Mhaske, Allana Institute of 

Computer Application and Information 

Technology, Pune, India 

Email: archana.paiu2023@gmail.com 

 

 

 

 

 
 
 
 
 
 
 



 

    
014   Archana Mhaske1 & Dr. Nilofer Shaikh2 (2025), Allana Management Journal of Research (AMJR) 15 (02).2025 pp 013 - 019 

 

INTRODUCTION  

Artificial Intelligence (AI) is when 

machines are required to replicate the 

functions of human intelligence, such as 

visual perception, speech recognition, 

decisions, and translating languages. This 

branch of computer science researches and 

designs intelligent systems which are cross-

disciplinary and encompass several sectors. 

The insurance sector has seen a highly 

focused evolution in its treatment of risk, 

service delivery, problem solving, and 

customer service, due to the ongoing 

evolution and rapid nature of AI. 

AI is an area that has significant potential 

for affecting the viability of economies, and 

India should proceed into the area 

strategically and intentionally to receive 

optimal value from this field. AI has a 

tremendous number of advantages for the 

Indian insurance sector, such as improved 

operational processes, customer 

experiences, and risk management. There 

will also be challenges to overcome - that 

will require strategies and consideration. 

The paper will examine the role of AI in 

India's insurance systems by examining 

various contexts in which AI is employed, 

understanding the different opportunities 

and challenges regarding insurance and AI 

contextually within India specifically, and 

examining the future of the Indian 

insurance sector, and assessing the 

challenges with the incorporation of AI 

specifically in insurance. We intend to add 

to the understanding of ways to strategize 

the incorporation of AI in the Indian 

insurance sector and understand the 

possible effects on the structure of this 

sector.      

 

LITERATURE REVIEW  

The rise of artificial intelligence (AI) 

applications is happening in India's 

insurance industry, because of the 

opportunities it presents to establish more 

efficient practices, and to engage 

customers, in a market with low penetration 

of 4.2% (IRDAI, 2024). The literature 

review brings together information from 

academic journals, industry reports, and 

case studies to highlight a review of how AI 

is beginning an insurgence into the 

insurance market in India, impacting, 

among others, the conduct of insurance 

from operations to customer experiences, as 

well as the challenges of implementing AI 

in India.  

Artificial Intelligence (AI) technology, 

such as machine learning (ML), natural 

language processing (NLP), and other 

predictive analytics methods are 

transforming the way we conduct 

insurance.  McKinsey & Company (2023) 

examined AI-powered automation that 

decreased both underwriting and claims 

processing and payment by as much as 40% 

in Indian insurance firms. For example, 

Bajaj Allianz offers customer-facing AI-

based chatbots to manage policy inquiries, 

which increase operational efficiency 

(Bajaj Allianz, 2024). AI also allows for a 

better assessment of risk to inform their 

decisions on appropriate pricing. AI 

analyses large data sets like historical 

claims data or data obtained from 

demographic information, allowing data-

driven decision making on underwriting 

(Sharma & Aggarwal, 2022) 

There has been a substantial improvement 

in customer experience via Artificial 

Intelligence (AI). Deloitte (2024) suggests 

that AI-based chatbots and virtual assistants 
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can assist customers 24/7 across various 

regional languages, addressing India’s 

linguistic diversity. AI-enabled 

personalisation, as in the recommendation 

systems of ICICI Lombard, increased 

cross-selling by 25% (ICICI Lombard, 

2023). Such developments are part of 

India’s Digital India initiative to encourage 

technology uptake across all sectors 

(Ministry of Electronics and IT,2023).  

AI enables market expansion by developing 

micro-insurance products serving 

underserved rural populations (Gupta & 

Singh,2022). AI also supports fraud 

detection, and there is evidence that cost 

savings from AI systems detecting 

fraudulent claims have been large (PwC 

India, 2023).  

Despite the potential unravelled by the AI 

revolution, there are challenges. The 

sensitivity of insurance data means that data 

privacy will be a continuing concern (Rao 

& Malhotra, 2022). Regulatory uncertainty 

exists because most insurers are unclear on 

regulatory compliance in the absence of 

standardised AI regulation (IRDAI, 2024). 

High AI infrastructure costs and few skilled 

professionals add a layer of difficulty for 

smaller insurers (Nasscom,2023). Ethical 

issues around algorithmic bias in 

underwriting mean that some customer 

segments may be unfairly disadvantaged 

(Joshi & Patel, 2024). 

While AI holds transformative potential, 

there is little empirical research on AI in 

India’s insurance industry. Previous 

research tends to use global frameworks 

around technology or anecdotal material 

from large insurers which leaves out AI’s 

effect on smaller firms and in rural, 

underserved markets (Sharma & Aggarwal, 

2022). Future research should focus on 

longitudinal studies and empirical research 

on smaller firms in rural markets before 

addressing the ethical and regulatory 

challenges. 

OBJECTIVES OF THE STUDY 

To analyse the potential use of AI in India’s 

insurance sector and their implications for 

operational processes. 

To identify where there are opportunities 

for AI-inspired innovation and to identify 

challenges obstructing its integration within 

the Indian insurance ecosystem. 

 

GROWTH OF ARTIFICIAL 

INTELLIGENCE IN LIFE 

INSURANCE 

This section demonstrates how AI (artificial 

intelligence) is changing the life insurance 

industry in India by enhancing business 

operations. Under the umbrella of artificial 

intelligence, techniques like machine 

learning and predictive analytics are 

currently being used to improve: 

Risk Assessment: AI provides better risk 

assessments of the policyholder's risk 

profiles based on large amounts of data 

which aids insurance company 

underwriters. 

Automation of the Underwriting 

Process: Automation will change the 

underwriting process and vastly reduce 

manual labor and the time taken to process 

applications. 

Claims Process: In claims processing AI 

will result in automation of claims checking 

and validation - which will improve the 

insurer's payment efficiencies. 

Customer Service: Artificial intelligence 

chatbots and virtual assistants provide 24/7 

customer service and online access to 
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information that is sometimes personalized 

to client needs. 

These advancements result in improved 

customer experiences, enhanced 

operational efficiency, and competitive 

advantages. While challenges also exist, 

including the privacy of data, ethical use of 

AI, and regulatory compliance, these issues 

must be addressed. This section emphasizes 

the critical need for transparency and 

fairness in AI applications to avoid job loss 

and algorithmic bias, and particularly to 

maintain consumer trust in this time of 

rapid growth in the Indian life insurance 

market. 

LAWS AND REGULATIONS 

RELATED TO AI IN INDIA 

This section notes that while India is 

increasingly adopting AI across various 

sectors including for use in insurance, India 

currently lacks a consistent regulatory 

framework for AI. Highlights of the 

discussion included the following: 

Current State: India has recognized the 

potential of AI to transform regulation, 

however, there are currently few regulatory 

responses. The Insurance Regulatory and 

Development Authority of India (IRDAI) 

has not proposed or adopted standardized 

regulations with respect to how insurance 

businesses might engage with AI. The lack 

of definitive regulation in use of AI leaves 

insurers to operate in a state of uncertainly 

as to strict compliance. 

Data Privacy & Security: AI by its nature 

requires personal data, which therefore may 

concern compliance with existing data 

protection laws, such as the Digital 

Personal Data Protection Act, 2023. 

Ethics: Issues such as algorithmic bias and 

transparency in the AI decision-making 

process involves the ethical principles of 

fairness and need regulatory recognition. 

Government Initiatives: India's Digital 

India initiative and initiatives underway by 

the Ministry of Electronics and Information 

Technology may stimulate the sharing and 

deployment of AI, but there is a need for 

proper legal foundations to ensure growth 

of innovation and to hold agency and 

accountability for AI-related decisions. 

This section highlights the need for 

planning and strategy to address these 

regulatory gaps as we begin to responsibly 

assimilate AI into insurance.   

India Uses Artificial Intelligence (AI) in 

a Range of Contexts, Including:  

This Section presents the varied uses of AI 

in a few sectors in India, illustrating its 

extensive economic significance and 

relevance to the field of insurance. Some 

major uses are: 

Health Care: AI helps reduce costs, 

improve diagnostics and reduce the risk of 

medical errors through predictive analytics 

and personalized treatment plans.  

Agriculture: Over 1,000 aggrotech start-

ups are using AI to monitor crops, analyse 

soils, improve yield predictions, and adopt 

precision farming practices.  

Education: AI enables personalized 

learning, adaptive assessments, and 

performance analytics to improve 

educational achievements.  

Infrastructure/Smart Cities: AI is being 

used in smart city programs to support 

urban planning, manage traffic, optimize 

public safety and energy use.  
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Environmental Management: AI is being 

used to monitor pollution and forecast 

environmental risk, aiding in sustainable 

development.  

Payment Gateways: AI helps improve 

fraud detection, transaction security, 

authentication and customer responses in 

digital payment systems.  

Other Uses: AI aids semiconductor 

development, 5G network optimization and 

automated administrative processes in 

businesses 

These examples illustrate the growth of AI 

in India, helping to build the case for its use 

in insurance and aligning with national 

aspirations for technological innovation. 

Opportunities and Challenges for 

Artificial Intelligence in India’s 

Insurance Sector 

This section outlines the opportunities and 

challenges of adopting AI in India’s 

insurance sector. 

OPPORTUNITIES 

Risk Assessment and Underwriting: AI 

gives better accuracy in understanding risk, 

to be able to provide superior profiling of 

policyholders and pricing.    

Fraud Detection: AI can spot anomalies in 

data and help to prevent fraudulent claims, 

leading to savings for the firm.   

Customer Experience: AI-enabled 

chatbots and virtual assistants provide 24/7 

multi-language support and personalized 

recommendations by analysing the 

customer journey and enhancing customer 

satisfaction.   

Claims Processing: The automation of the 

claims process helps reduce overall claims 

verification and payout processing time, 

thus improving service delivery.    

Market Penetration: AI can help insurers 

tap into untapped areas of rural markets by 

appealing to a market fit for underserved 

neighbourhoods through micro-insurance 

products related to their needs. 

CHALLENGES 

Data Privacy and Security: There are 

huge volumes of sensitive data and the 

security and privacy of this data is a concern 

for cyber security.   

Regulatory Compliance: There has been a 

lack of clarity to regulatory issues with AI 

so compliance issues may be challenging 

for insurers.   

Integration with Existing Systems: 

Insurers rely on existing systems which 

may be financial disincentives and involve 

significant time and energy.   

Skill Gap: The lack of access to 

professionals with the required skill sets to 

develop and implement AI within the 

insurance can also be an obstacle.   

Ethical Considerations: Algorithmic bias 

and lack of transparency for how 

AI/machine learning are determining the 

decision for the customer's risk score can 

lead to preferential treatment for insurance 

policy.  

Anticipated Areas of Growth Within the 

Indian Insurance Industry with the Use of 

Artificial Intelligence This section 

discusses the future possibilities of AI 

changing India’s insurance industry. It 

considers: 

Improved Operational Efficiency: AI and 

machine learning can automate 
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underwriting, claims processes, and 

customer service, thus reducing costs and 

turnaround time. 

Customized Customer Experience: AI 

analyses customers' data, such as their 

preferences and needs to deliver precise 

products. This increased personalization 

will improve customer satisfaction, 

retention, and loyalty. 

Better Risk Management: AI has superior 

analytics capabilities that provide 

predictive analytics, which will effectively 

calculate valid risk pricing and help 

insurers avert losses. 

Fraud Detection and Prevention: AI can 

recognize abnormal activity through data 

analysis therefore, claims will be proven as 

true or substantiated minimizing fraudulent 

claims therefore preserving the financial 

bottom line. 

Market Penetration and Growth: AI 

leverages market a variety of market 

intelligence databases for reach while 

customize products and services when 

engaging users by supporting itself to rural 

and unserved markets. 

Regulatory Adherence: By providing 

insight on regulatory changes AI tools 

establish minimum interruptions to 

compliant working to assist insurers who 

otherwise are slow to adapt. 

Innovation of New Offerings: AI will 

allow insurers to create a different product 

to manage emerging risks. 

Modern Data-Driven Decision-Making: 

Real-time AI Analytics supporting business 

strategy improvements and planning for 

what falls within a position able to 

affirmatively result obtain better business 

outcomes. 

These prospects review the gains expected 

through the use of AI while envisaging 

mitigate barriers such as data privacy-

related considerations, and the move 

toward upskilling finite human resources in 

the ongoing skills shortage which will 

require management thought. 

Impediments to AI Adoption in the 

Indian Insurance Sector This section 

highlights the barriers to AI adoption, 

specifically:  

Data Security and Privacy: The analysis 

of sensitive customer information will 

require significant cybersecurity 

protections to protect breaches. 

Regulatory Hurdles: Changing 

regulations create uncertainty for insurers 

navigating a plethora of large and small 

compliance hurdles. 

Legacy Systems: The aging infrastructure 

of companies puts technical and financial 

limitations on the adoption of AI in the 

industry. 

Skill Shortage: There is not enough 

knowledge and experience in AI to allow 

companies to develop and implement a 

functional AI product. 

Ethics: An algorithm will always show 

biases that will create further barriers to fair 

and equitable practices for customers and 

business practices. 

 

CONCLUSION 

The conclusion highlights that using AI 

provides several advantages to India's 

insurance industry, such as operational 

efficiency, a better experience for 
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customers, new product offerings, and 

more. But data security and privacy, 

uncertainty in compliance regulation, 

integrating with a legacy system, limited 

skills and technology, and ethical scrutiny 

all need to be monitored. As the industry 

works toward making strategic pivots and 

future investments to build AI, finding and 

defining the right technology to deploy into 

the cellar bridge the gap of awareness to 

readiness is a complex process and will 

require the insurance workforce to be 

trained. India's insurance industry will 

remain the industry leader in future 

innovation, be in a position to provide 

affordable customer service, support the 

future of their policyholder’s lives, and be 

open to India’s digital transformation. 
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