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2 Social Inclusion through Insurance

Dr.B.Indira Priyadharshini, 

 Assistant Professor, UG Department of Commerce (CA), 

NallamuthuGounderMahalingam College,  

Pollachi 

1. Introduction

Social inclusion is increasingly recognized as a cornerstone of sustainable development, with 

global frameworks such as the United Nations Sustainable Development Goals (SDGs) 

emphasizing the need to reduce inequality and promote social equity. Despite progress in 

poverty reduction, large segments of the population remain excluded from meaningful 

participation in economic and social life due to systemic barriers such as income disparity, lack 

of education, inadequate health services, and absence of financial safety nets. 

Insurance, in this context, emerges as a vital instrument of empowerment. By providing 

a structured mechanism for risk-sharing and financial protection, insurance enables individuals 

and households to mitigate the negative effects of unexpected events such as illness, accidents, 

natural disasters, and income shocks. This financial resilience fosters greater participation in 

education, labor markets, and entrepreneurial activities, thereby supporting broader social 

inclusion goals (World Bank, 2013). 

Abstract  
Social inclusion refers to the process of improving the ability, opportunity, and dignity of 

people disadvantaged due to socioeconomic status, gender, ethnicity, disability, or other 

identity markers, enabling them to participate fully in society. One of the most effective tools 

to promote social inclusion is insurance, which provides financial protection against risks 

and enhances resilience against economic shocks. Insurance - whether public, private, 

community-based, or mutual - serves as a mechanism to reduce vulnerability, prevent 

households from falling into poverty traps, and ensure social security. This paper explores the 

critical role of insurance in advancing social inclusion, with a particular focus on health 

insurance, micro insurance, and government-supported social security schemes. The study 

reviews theoretical perspectives on risk pooling and social protection, synthesizes global and 

national empirical evidence, and examines systemic barriers such as affordability, awareness, 

distribution, and regulatory gaps. Finally, the paper offers actionable policy 

recommendations for enhancing inclusive insurance systems that empower disadvantaged 

populations, improve financial literacy, and promote equitable access to essential services. 

Keywords: 

Social Inclusion, Insurance, Health Insurance, Micro insurance, Social Security Schemes, 

Financial Protection, Inclusive Growth 



Role of Insurance in A Sustainable Societal Framework 
 

 

6 
ISBN: 978-81-964453- 7-9 

However, the transformative potential of insurance is not automatic. Challenges such as 

affordability, low awareness, lack of trust in formal financial institutions, geographical 

inaccessibility, and administrative complexity hinder the participation of marginalized groups. 

Effective insurance programs must therefore be designed to address these barriers through 

innovative distribution channels, community-based models, government subsidies, and 

financial literacy initiatives. 

This paper aims to explore the intersection between social inclusion and insurance, focusing 

on how health insurance, microinsurance, and government-backed schemes can collectively 

contribute to a more inclusive society. It further identifies the existing gaps and provides 

policy-level recommendations to strengthen inclusive insurance ecosystems. 

 

2. Theoretical Foundations 

2.1. Understanding Social Inclusion 

Social inclusion refers to processes that ensure all individuals have equal opportunities to 

participate in society regardless of their identity, socio-economic status, or background (UN 

DESA, 2016). It involves economic participation, access to social services, and political voice. 

2.2. The Role of Insurance 

Insurance functions through risk pooling and redistribution. It protects individuals from 

unpredictable losses and prevents impoverishment following economic shocks (Churchill & 

Matul, 2012). Theoretically, insurance can contribute to social inclusion by: 

 Reducing economic vulnerability, 

 Enhancing access to healthcare and other essential services, 

 Encouraging investment in human capital, and 

 Promoting financial stability and economic participation. 

2.3. Types of Insurance Relevant for Inclusion 

 Social Insurance: Public schemes like pensions, health insurance, and employment 

injury benefits. 

 Microinsurance: Insurance products specifically tailored to the needs of low-income 

individuals. 

 Community-Based Insurance: Run by communities or NGOs to address gaps in state 

and market provisions. 

 Subsidized or Universal Schemes: Government-supported models to widen access. 
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3. Empirical Evidence: Insurance as a Tool for Inclusion 

3.1. Health Insurance and Social Inclusion 

A systematic review by Van Hees et al. (2019) assessed 44 studies across LMICs and found 

that health insurance increased healthcare utilization among older adults and people with 

chronic illnesses or disabilities. However, it also found that marginalized groups such as 

migrants or ethnic minorities continued to face access barriers despite being enrolled. 

In India, the national health insurance scheme Rashtriya Swasthya Bima Yojana (RSBY) 

reduced out-of-pocket expenditures but fell short in eliminating social discrimination in access 

to services (Sabharwal et al., 2014). Many low-caste or tribal populations remained 

underserved. 

3.2. Microinsurance and Financial Inclusion 

Microinsurance has been identified as a catalyst for financial inclusion by providing low-cost 

protection against specific risks such as death, illness, or crop failure. A study by Cheraga 

(2024) in the Indian life insurance sector showed that microinsurance improved outreach to the 

unbanked and low-income groups but was limited by low financial literacy and weak 

distribution networks. 

Similarly, Yaacob et al. (2023) highlighted that post-COVID recovery in Malaysia relied on 

expanding microinsurance, but challenges remained in product awareness, perceived value, 

and sustainability. 

3.3. Insurance and Poverty Reduction 

Anifowose and Chummun (2025) evaluated the impact of life insurance and financial inclusion 

in sub-Saharan Africa. Their results showed that while financial inclusion reduces poverty, life 

insurance schemes, when not accompanied by proper targeting, can exacerbate poverty among 

the poorest due to premiums and limited payouts. 

3.4. Innovations in Inclusive Insurance 

Technological innovation has improved data collection, risk profiling, and client servicing. 

According to CGAP (2024), digital tools and alternative data sources are helping insurers 

design more inclusive products and expand reach to unbanked populations. 

3.5. Public Insurance Schemes 

In India, the Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) and Pradhan Mantri 

Suraksha Bima Yojana (PMSBY) demonstrate how simplified, government-backed insurance 

can reach millions. These schemes rely on automatic bank deductions, require minimal 

documentation, and cover low-income individuals across urban and rural areas (Dror, 2023). 
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4. Barriers to Inclusive Insurance 

Despite its potential, several barriers limit the effectiveness of insurance as a tool for inclusion. 

4.1. Affordability 

For low-income households, even minimal premiums can be unaffordable, especially when 

income is irregular (Churchill & Matul, 2012). Microinsurance sometimes fails because 

payment structures don't match income cycles. 

4.2. Awareness and Trust 

Many potential clients are unaware of insurance products or misunderstand their benefits. 

Moreover, there is often distrust in insurance companies and public schemes due to past 

negative experiences (Cheraga, 2024). 

4.3. Product Mismatch 

Standardized products often fail to address the actual needs and risks faced by vulnerable 

populations. For example, a health insurance product that excludes outpatient care may be 

irrelevant for low-income individuals who rarely use hospitals (Dror, 2023). 

4.4. Regulatory and Institutional Weaknesses 

Insufficient oversight, lack of consumer protection laws, and poorly designed incentives for 

insurers reduce the effectiveness and sustainability of inclusive insurance programs (Yaacob 

et al., 2023). 

4.5. Inequitable Access 

Insurance coverage doesn't always guarantee equitable access. Van Hees et al. (2019) showed 

that women, disabled individuals, and ethnic minorities often experience unequal service 

delivery despite formal inclusion. 

 

5. Strategies for Enhancing Inclusion through Insurance 

5.1. Subsidized and Tiered Premium Models 

Governments can provide subsidies to the poorest or implement tiered premium systems. This 

promotes both horizontal (rich-poor) and vertical (healthy-sick) equity in insurance (ILO, 

2014). 

5.2. Use of Digital Platforms 

Mobile technology enables easy enrollment, claim processing, and premium collection. 

Mobile-based insurance has grown significantly in Africa and Asia, allowing wider rural 

penetration (CGAP, 2024). 
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5.3. Tailored Product Design 

Successful inclusive insurance requires customizing products to suit client income levels, risks, 

and socio-cultural contexts. Flexible payment schedules and simplified claim procedures are 

essential (Churchill & Matul, 2012). 

5.4. Strengthening Consumer Protection 

Regulators should ensure product transparency, fair treatment of customers, and timely 

grievance redress. Trust can only be built through enforcement of consumer rights and 

standards (ILO, 2014). 

5.5. Integrating Insurance with Social Protection 

Insurance should not operate in isolation but be integrated with broader social protection 

systems, including cash transfers, public health programs, and employment guarantees (World 

Bank, 2013). 

 

6. Discussion 

The success of insurance in promoting inclusion depends not just on access but also on usage 

and outcomes. Enrolling the poor in insurance schemes does not automatically lead to better 

health, financial security, or social mobility. Attention must be paid to the quality of service, 

equity in benefit distribution, and sustainability of financing models. 

Additionally, social inclusion is multidimensional. Insurance primarily addresses economic 

risks but must be complemented by political inclusion (voice, participation) and social 

inclusion (non-discrimination, dignity). Therefore, inclusive insurance should be seen as one 

component in a larger ecosystem of inclusive development. 

 

7. Conclusion 

Insurance, when designed and implemented inclusively, can be a critical enabler of social 

inclusion. It reduces vulnerability to shocks, facilitates access to essential services, and 

strengthens economic resilience. However, achieving true inclusion requires more than 

expanding coverage—it involves designing for equity, sustainability, and trust. 

To realize insurance’s full potential as a tool for inclusion, stakeholders must focus on 

affordability, accessibility, appropriate product design, education, regulation, and integration 

with broader social protection systems. Ongoing evaluation, participatory policy-making, and 

innovation will be key to building inclusive insurance systems that leave no one behind. 
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