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Abstract

Micro-insurance has emerged as a vital financial tool that protects low-income and marginalized communities against
risks such as illness, accidents, crop failure, and death. As digital financial services expand through fintech platforms,
micro-insurance delivery has become more scalable, efficient, and accessible. However, issues related to trust, literacy,
privacy, and affordability continue to hinder adoption. This paper explores innovations in micro-insurance,
emphasizing fintech integration, perceived user safety, regulatory challenges, and fraud prevention mechanisms. Using
a conceptual model and empirical references, the study aims to understand the factors influencing micro-insurance
uptake and outlines policy and technological interventions for greater inclusion and protection.
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INTRODUCTION

Low-income households are disproportionately vulnerable to health, livelihood, and environmental risks.
Traditional insurance products often fail to reach or serve these populations due to high premiums,
complex policies, and low awareness. Micro-insurance—small premium, low-coverage insurance tailored
for vulnerable groups—bridges this gap. The growing penetration of digital platforms and mobile wallets
in rural and semi-urban areas has enabled fintech innovations to transform micro-insurance delivery
models, making them scalable, paperless, and user-centric.

However, the trust deficit, data privacy concerns, low awareness, and limited policy customization still
obstruct micro-insurance penetration. This paper analyzes how fintech-enabled micro-insurance models
are addressing these challenges and enhancing financial resilience in underserved populations.

LITERATURE REVIEW

Micro-insurance, as defined by Churchill (2006), is insurance for low-income people that is “provided by
different entities, but all guided by the same goal of delivering affordable protection.” Several models,
including partner-agent, provider-driven, and community-based micro-insurance, have emerged globally
(Roth et al., 2007). Recent studies by Leach and Ncube (2014) and Singh & Satpathy (2020) emphasized
the potential of mobile-based micro-insurance, especially in emerging economies. However, persistent
challenges—such as policy literacy, low renewal rates, and weak claim settlement mechanisms—hamper
trust. Fintech applications that leverage Al, blockchain, and mobile analytics have begun to personalize
policies, verify eligibility digitally, and automate claims. However, data security and fraud risks, especially
among vulnerable users, remain significant.

Importance of Fintech-Driven Micro-Insurance

Fintech helps streamline underwriting, payment collection, customer verification, and claim disbursal.
Companies like BIMA, Arogya Sanjeevani, and Acko have introduced bite-sized, mobile-based health and
life covers with simplified claims.

Key benefits include:

e Paperless onboarding via Aadhaar/e-KYC
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e Auto-debit of micro-premiums via UPI or digital wallets
e Claims verified via mobile photos and geo-tags
e Al-powered fraud detection
Despite the innovation, challenges remain in translating digital access into meaningful usage, especially
among digitally unskilled populations.
Perceived Safety, Trust, and Regulation
Consumer trust is the foundation for micro-insurance adoption. Factors like simplified language, clear
claim procedures, and trustworthy intermediaries enhance perceived safety. Regulatory bodies like IRDAI
play a key role in setting policy limits, premium norms, and digital ethics.
Key concerns include:
e Use of personal data without consent
e DPoor grievance redressal systems
e Non-transparent claim rejection
Regulators must strike a balance between innovation and consumer protection.
Cybersecurity and Legal Protection
Digital delivery exposes micro-insurance systems to cyber threats. Common vulnerabilities include
phishing during digital onboarding, data leaks, and identity theft.
Key security measures:
e Data encryption at all transaction points
e  Multifactor authentication
¢ Regulatory mandates on data localization and privacy (e.g., India’s Digital Personal Data Protection
Act, 2023)
Legal protection is critical to reassure users and reduce dropout rates.
Objectives of the Study
e To analyse key factors influencing micro-insurance adoption among low-income users.
e To evaluate the role of fintech in improving trust and claim processing.
e To examine the impact of perceived security and privacy on user behaviour.
Statement of the Problem
Though micro-insurance has great potential, adoption is still low due to policy complexity, digital
illiteracy, and trust issues. There is a gap in understanding how digital innovations can bridge this
trust and accessibility divide, particularly for first-time users from economically weaker backgrounds.
Research Design & Model
A conceptual model has been developed based on the Technology Acceptance Model (TAM) and
includes the following constructs:
e Derceived Affordability (PA)
e Perceived Trust (PT)
e FEase of Use (EU)
e Data Security Concern (DSC)
e DPolicy Awareness (PAW)
e Adoption Intention (Al)
A survey was conducted among 300 respondents from low-income households in Bangalore North,
with data analysed using Structural Equation Modeling (SEM).
Hypotheses
e HI: Perceived affordability positively affects adoption intention.
e H2: Perceived trust positively affects adoption intention.
e H3: Data security concerns negatively affect adoption intention.
e H4: Policy awareness positively mediates the relationship between ease of use and adoption.
e HS5: Ease of use positively influences trust in fintech micro-insurance platforms.
Analysis and Interpretation
Descriptive Statistics
e 56% were women, and 44% men
e 04% were between 25-45 years old
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e 72% had not previously purchased insurance
e 88% had access to mobile phones

e 63% were unaware of existing micro-insurance schemes

Reliability Analysis
Construct Cronbach’s Alpha (a) Composite Reliability | AVE
(CR)

PA 0.81 0.86 0.61

PT 0.84 0.88 0.67

EU 0.79 0.85 0.59

DSC 0.83 0.87 0.65

PAW 0.80 0.84 0.60

Al 0.87 0.91 0.69
Source: Primary Data
Table 1 Showing the Reliability Analysis
Correlation Matrix

PA PT EU DSC PAW Al

PA 1

PT .61 1

EU .54 .66 1

DSC -33 -41 -38 1

PAW .59 .64 .61 -29 1

Al .69 .15 .13 -51 71 1

Source: Primary Data
Table 2 Showing the Results Correlation
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Figure 1 Showing the Co-relation Matrix for Micro-Insurance Enablers

SEM Model Fit
o x2/df=2.04
o CFI=0943
e TLI=0932
o RMSEA = 0.058

e GFI=0.91 v Good model fit
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Figure 2 SEM Model Fit

Hypothesis Testing
Hypothesis Std. Beta p-value Result
H1 041 <0.001 Accepted
H2 0.48 <0.001 Accepted
H3 0.29 <0.01 Accepted
H4 0.38 <0.01 Accepted
H5 0.56 <0.001 Accepted

Source: Primary Data
Table 3 Showing the Results Correlation

CONCLUSION

Fintech has created transformative pathways for micro-insurance access, but its success depends on
balancing innovation with user-centric design, digital literacy, and strong consumer protection.
Policymakers and service providers must invest in trust-building, transparent claims management, and
digital safety infrastructure. Micro-insurance is not just a financial product—it’s a social shield, and its
responsible delivery can enhance dignity and resilience among vulnerable communities.
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