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ABSTRACT Life insurance is a risk coverage instrument but people also buy it for different purposes. Life
insurance also serves as a savings instrument. People buy life insurance so that at the time of retirement when income
of the person gets reduced, the accumulated amount can help the person in maintaining his and his family’s standard of
living. Thus, people purchase life insurance of such an amount which is called as ‘sum assured’ that will be paid to the
person or his nominee at the time of loss or completion of the term of the policy. Again, it is bought to finance the
educational need of the children, to serve as a constant stream of income which is known as life insurance pension
plans, etc. Simple random sampling method was used to analyze the nature of life insurance policies selected by the
policyholders or the insurers. This study reveals that majority of the respondents have taken the ordinary insurance
policies and only a few has choose Unit Linked Insurance Policy. The present study makes an attempt to study about the
different types of life insurance plans which are marketed by the insurance companies and also to understand nature of
policies and their payment method. It also makes an endeavor to analyze the nature of life insurance policies selected
by the policyholders or the insurers
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1. INTRODUCTION
Life insurance is a cover which helps a person by way of monetary benefits for contingencies like death,
disability, retirement or loss in accident. People always face the risk of death (natural or accidental) or
accidental losses which may lead to temporary or permanent disability. This compounds the loss for the
whole family. Though it is impossible to value human life in terms of money but a person can at least assess
his future stream of income and based on that, loss of income could be determined on the happening of
untimely death or disability. Sum assured is thus, the minimum amount which is paid to the insured for loss
incurred due to occurrence of certain uncertain events. It is a fact that life insurance is a risk coverage
instrument but people also buy it for different purposes. Life insurance also serves as a savings instrument.
People buy life insurance so that at the time of retirement when income of the person gets reduced, the
accumulated amount can help the person in maintaining his and his family’s standard of living. Thus, people
purchase life insurance of such an amount which is called as ‘sum assured’ that will be paid to the person or
his nominee at the time of loss or completion of the term of the policy. Again, it is bought to finance the
educational need of the children, to serve as a constant stream of income which is known as life insurance
pension plans, etc. A person thus considering all the factors purchases life insurance policies which serves
him or his dependants at the time of needs.
Life insurance can be termed as an agreement between the policy owners and the insures, where the
insurer for a consideration agree to pay a sum of money upon the occurrence of the insured individuals or
individuals death or other event, such as terminal illness, critical illness or maturity of the policy. Life
insurance in India made its debut well over 100 years ago. In our country, which is one of the most
populated in the world, the prominence of insurance is not as widely understood, as it ought to be. Life
insurance is a contract that pledges payment of an amount to the person assured (or his nominee) on the
happening of the event insured against. The contract is valid for payment of the insured amount till the date
of maturity, or Specified dates at periodic intervals, or Unfortunate death, if it occurs earlier. Life insurance
is universally acknowledged to be an institution, which eliminates ‘risk’, substituting certainty and comes to
the timely aid of the family in the unfortunate event of death of the breadwinner.
2. OBJECTIVES OF THE STUDY
The main objectives of the study are: To study about thedifferent types of life insurance plans which are marketed by the insurance
companies and also to understand nature of policies and their payment method.
 To analyze the nature of life insurance policies selected by thepolicyholders or the insurers
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3. RESEARCH METHEDOLOGY
3.1Collection of data
Necessary data for project report were collected through findings from primary data and secondary
data.
3.1.1Primary Data: -The primary data are collected through questionnaire. The primary data collected
from agents through questionnaire.Questionnaires were handed out to the agents and these agents took
these questionnaires to the insurers and thus the information was collected.
3.1.2Secondary Data:-Secondary data were collected from books, journals, magazines and various internet
sites.
3.2Sampling Method
A sample size of 100 respondents of the Kollam district has been selected at random for this study.
Simple random sampling method was used.
3.3Analytical tool
The data collected were analyzed and interpreted by using simple mathematical techniques such as
percentage.
Percentage = No of respondent / 100
4. VARIOUS TYPES OF INSURANCE PLANS IN INDIA
There are different types of life insurance plans which are marketed by the insurance companies to serve
the diversified needs of the prospective policyholders. The plans sold by the companies must be certified by
IRDA. A detail discussion of the plans is presented below:
I.
Term Insurance: Term life insurance /Term assurance plans are policies a set duration limit on
the coverage period. Once the policy is expired, it is up to the policy owner to decide whether to
renew the term life insurance policy or to let the coverage end. This type of insurance policy
contrasts with permanent life insurance , in which duration extend until the policy owner reaches
100 years of age (i.e. death).These types of policies provided a stated benefit upon the death of the
policy owner, provided that the death occurs within a specific time period. However, the policy
does not provide any returns beyond the stated benefit, unlike permanent life insurance policies,
which have a savings component that can be used for wealth accumulation.
II.
Whole Life Insurance: Whole life insurance, or whole of life assurance (in the commonwealth), is a
life insurance policy that remains in force for the insured’s whole life and requires premiums to be
paid every year into the policy. It is a guaranteed protection for the whole life. It is a type of estate
created by the policyholder for his heirs as an inheritance. Whole life policy assures a death benefit
to the dependents of the policyholder. As such the policyholders can be assured that after his death,
the family members will be protected from the financial loss.
III.
Endowment Policy: An endowment policy is a life insurance contract designed to pay a lump sum
after a specified term (on its maturity) on or earlier death. Typical maturities are 10, 15 or 20 years
upto a certain age limit. Some policies also pay out in the case of critical illness. Policies are
typically traditional with-profits or unit-linked (including those with unitized with profit funds).
Endowment can be cashed in early and the holder then receives the surrender value which is
determined by the insurance company depending on how long the policy has been running and
how much has been paid in to it. The endowment policies are in the nature of both insurance and
savings instrument. The policies are for a particular period of time. The period is also known as the
maturity period. In the event of death/disability during the period, the benefits will be paid to the
beneficiaries of the policyholders. If the policyholder survives the full term of the policy, than the
sum assured along with the accrued benefits are paid to the policyholders.
IV.
Money back plans or Cash back plans: In this types of policies, a percentage of the sum assured
are paid periodically to the policyholders as survival benefits. This policy is purchased mainly by
those groups of people who wish to get a periodic income or cash inflows. On the policyholder
surviving the full term of the policy, the balance amount as maturity value is paid to the
policyholder. The advantage of this policy is that irrespective of the amounts paid periodically to
the policyholder, if the policyholder dies during the life term of the policy, full sum assured will be
paid to the beneficiaries.
V.
Children Policies: Child insurance plans have traditionally played an important role in securing
the child’s future. Insurance can assist individuals in planning for their own life stages as well as
provide for education (graduation as well as post graduation) in case of any unfortunate event.
These policies are purchased so that some funds can be generated for the benefits of the children at
different stages of their life. The policies can be taken both on the life of parent/child. In some
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cases, the insurance companies waive the payments of premium in case the parent/proposer dies
before the expiry of the term.
VI.
Annuity (Pension Plans): In case of pension plans, the policyholder receives a regular flow of
income after their retirement. There are two types of pension plansImmediate annuity and
deferred annuity. In the former one, the premium for the annuity (pension plan) is to be paid in a
single instalment. And the annuity payment starts immediately by the company after the purchase
of the policy. In deferred annuity, the policyholder has to pay the premium regularly till the vesting
age/vesting date. Vesting age or vesting date is the age when the policyholder starts receiving
pension from the insurance company (www.moneycontrol.com). In some cases, the premium can
be paid in a single instalment also. The fund gets accumulated with interest till the vesting date. The
policyholder on the vesting date has the option to encash 1/3rd of the fund as tax free return and
the balance 2/3rd will be paid to the annuitant as pension.
VII.
Unit Linked Insurance Policy (ULIP): In case of ULIPs, the policyholders bear the risk of
investment. It is both an investment and protection policy. The policyholders have the flexibility to
decide where and how to invest the premiums. Even during the term of the policy, the policyholder
can switch the investments among different funds. The funds are invested by the fund manager in
varying portfolios of different companies. The mechanism of the ULIP is that the value of unit is
linked to the performance of the fund. Hence, the value of ULIP is subject to market risk and return.
In the event of death/permanent disability, the insurance company will provide the beneficiaries
the sum assured up to the extent of life coverage. Since the return of ULIP is subject to market risk,
hence the policyholders must understand the terms and conditions of the policy before investment.
The policyholders must know about the charges which get deducted from the premium, the lock-inperiod of the policy, the surrender charges, etc. In regard to the deductible charges, it is important
to brief here that if a policyholder is investing Rs.1000 in an ULIP, it is not that whole Rs.1000 will
be used to buy units. After deducting the charges from Rs.1000, the balance amount will be
invested to purchase the units.
5. ANALYSIS AND INTERPRETATION:
5.1 DEMOGRAPHIC FACTORS
Characteristics
n
%
Below 45yrs
45-60yrs
Above 60yrs
Up to SSLC
Qualification Graduation
Post-graduation
Government employees
Occupation
Private employees
Self-employees
Source: Primary data
5.2OPINION OF CUSTOMERS REGARDING NATURE OF POLICY
Table 2
Age

52
40
8
12
60
28
23
60
17

52.00
40.00
8.00
12.00
60.00
28.00
23.00
60.00
17.00

Source: Primary data
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It reveals that around 45% of the respondents prefer endowment policy. Around 28% of the respondents
prefer money back, around 18% prefer ULIP and the remaining prefer others.
On the basis of occupation, majority of all employees prefer endowment policy, 34.8% Govt. employees
prefer money back policy, 21.73% prefer ULIP and nobody in Govt. employees choose others. 26.7% private
employees prefer money back 15%prefer ULIP and 11% prefer others.23.52% self-employees choose
money back policy, 17.64% choose ULIP and the remaining 11.8% choose others.
Table 3
Policy-wise distribution of the respondents

Number
respondents

Percent

Number
respondent

Percent

of

Percent

of

Number
respondents

of
Percent

Govt. employees
Pvt.employees
Self-employees

Number
respondents

of

This table indicates 61.2% of the respondents have taken the ordinary policies and 38.8% are taken unit
linked policy.
Table 4
Policy period distribution of the respondent
Occupation
Policy period
Total
Upto 5 years
5-15 years
15-25 years

0
4
5

0
6.7
29.41

19
44
12

82.6
73.33
70.6

4
12
0

17.39
20
0

23
60
17

23
60
17

376

Number of
respondents.

Percent

Number of
respondent

Percent

Govt. employees 20
Pvt.employees
50
Self-employees
14
total
84
Source: Primary data

Percent

Number of
respondents

total
9
12.03 75
75.51 16
12.46 100
100
Source: Primary data
It shows that 82.6% of the Govt.employees, 73.33% of the pvt.employees and 70.6% of the self-employed
people to choose their policy between 5-15 years .In overall, 75.51% select policy period between 5 -15
years, 12.46% select their period between 15-25 years and 12.03% select their policy upto 5 years.
Table 5
Return-wise distribution of the respondents
Occupation
Guaranteed return
Total
yes
no

87
83.3
82.3
84.2

3
10
3
16

13
16.7
17.7
15.8

23
60
17
100

23
60
17
100
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Total

Number of
respondents

Number of
respondents

Percent

lump sum

Percent

Installment

Percent

Occupation

Number of
respondents

It shows that 84.2% of the respondents are the opinion that there is guaranteed return and 16.7% are of the
respondents opinion that there is no guaranteed return.
5.3 OPINION OF CUSTOMERS REGARDING PAYMENT METHOD
Table 6
Payment of premium-wise distribution of the respondents

Govt. employees
17
74
6
26
23
23
Pvt. Employees
50
83.33
10
16.7
60
60
Self-employees
13
76.47
4
23.52
17
17
Total
80
77.93
20
22.07
100
100
Source: Primary data
It shows that 77.93% of the respondents pays premium as installment and the table shows that 74% of the
Government employees pay premium in installment. 83.33% of the private Employees pay premium in
installment and 76.47% of the self-employees pay premium in installment. Only 22.07% of the respondents
pay premium as lump sum amount. The table shows that 26% of the Government employees pay premium
as lump sum amount, 16.7% private employees pay premium as lump sum and the 23.52% of the
respondents (self-employees) pay premium as lump sum amount.
Table 7
Period of payment of premium-wise distribution of the respondents

This table indicates that 38.37% pay premium quarterly,27.7% pay premium monthly, 26.59% pay
premium half-yearly and the remaining 7.34% of the respondents pay premium annually.
Table 8
Payment of premium-wise distribution of the respondents
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This table shows that 45.8% of the respondents pay premium through agents. Around 32.37% of the
respondents pay premium directly. Around 22% of the respondents pay premium through salary.
5.4 OPINION OF CUSTOMERS REGARDING NATURE OF LIFE INSURANCE POLICIES
Table 9
Distribution of the respondents on the basis of influence of the goodwill of LIC

It shows the total respondents 63.59% of the respondents provide medium consideration for the goodwill
of LIC and the group consists of 61% Govt.employees, 76.47% self-employed and 53.3 % private employees.
Among them 27.51% of the respondents provide high value for goodwill. And the remaining 8.9% of the
respondent provides low value for goodwill.
Table 10
Distribution of the respondents on the basis of influence of the advertisement of LIC

It indicates that 59.2% of the respondents provide medium consideration for the advertisement and
also70.5% of the self-employed provides medium consideration for the advertisement. Only 14% of the
respondents provide high consideration for the advertisement of the LIC. 26.8% of the respondents provide
low consideration for the advertisement.
Table 11
Distribution of the respondents on the basis of service satisfaction of the LIC

It shows that 74.5% of the respondents are satisfied with the service of Lic,14.17% are not satisfied with the
service of LIC.11.33% are not responded about the service of LIC
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Table 12
Distribution of the respondents on the basis of satisfaction about the approaches of the agents of LIC

According to this table 59.12% of the respondents are satisfied with the approaches of agents of LIC and
this group include 65.21% Govt.employees, 53.33% private Employees and 58.82% of self-employed.
28.24% are not satisfied with the approaches of agents of LIC. 12.64% of the respondents are did not
respond to this question.
Table 13
Distribution of the respondents on the basis of knowledge about hidden charges

It shows that56.47% of the respondents are not awarded of the hidden charges of LIC.It also revealed that
33.73% of the respondent are awarded of the hidden charges. 9.8 % of the respondent are did not
respondent to this question.
CONCLUSION
LIC policies do not offer a high yield like other investments. However, the LIC policies provide other
benefits. They provide the protection of life to a person .They have another benefit of deduction of taxes and
loans can be taken on their policies. Life insurance is an investment gives the benefit of both protection as
well as capital appreciation. The Government should insist the Life Insurance Companies to highlight the
risk factors clearly in their advertisements. The insurance company should formulate innovative schemes
offering low premium to attract common people to take policies. The insurance company should take
necessary steps to expose its reputation in insurance business to the policy holders.
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