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WHY IN NEWS

In July 2026, the United Kingdom’s Aviva agreed to acquire the remaining 26 per cent stake in its Indian
life-insurance joint venture from partner Dabur Invest Corp, positioning it to become the first 100 per cent

foreign-owned life insurer in India under the country’s revised foreign direct investment (FDI) regime.

WHAT HAPPENED

Aviva Life Insurance Company India began in 2001 as a joint venture between the British insurer Aviva and
India’s Dabur group. Under the new deal, Aviva will buy out Dabur Invest Corp’s 26 per cent holding and
take full ownership of the Indian business. Aviva has not disclosed the financial terms and has said the

transaction is not expected to have a material impact on the group.

The move is possible because the government has allowed 100 per cent FDI in the insurance sector.
This limit was announced in the Union Budget 2025-26 and became operational when the revised regime took
effect on February 5, 2026. Aviva is the first foreign life insurer to move to full ownership under this

framework, making its buyout a landmark test of the liberalised rules.

THE INSURANCE FDI JOURNEY

Foreign investment in Indian insurance has been liberalised in stages over roughly a quarter-century, each

step widening the room for foreign capital while retaining regulatory oversight.
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YEAR / PHASE FDI CAP SIGNIFICANCE

Ujiyart Current Affairs - ujtyarr.com - Free Daily Current Affairs for UPSC & State PCS
2000 (sector opened) 26 per cent Private and foreign entry first permitted
2015 49 per cent Cap raised to attract more capital
2021 74 per cent Majority foreign ownership allowed
2025-26 (operational Feb 2026) | 100 per cent | Full foreign ownership permitted

UNDERSTANDING THE SECTOR

The insurance sector is regulated by the Insurance Regulatory and Development Authority of India
(IRDAI), established in 1999 and headquartered in Hyderabad. The foundational law governing the
business remains the Insurance Act, 1938. IRDAI licenses insurers, sets solvency and investment norms,

and protects policyholders, so even a fully foreign-owned insurer operates within Indian regulatory guardrails.

Despite decades of growth, India’s insurance penetration, measured as premiums as a share of GDP,
remains low at around 4 per cent, well below the levels seen in many developed markets. This large
protection gap is precisely what the FDI liberalisation is meant to address, by drawing in the capital and

expertise needed to widen coverage.

Why 100 Per Cent FDI Matters

e Capital infusion: insurance is a capital-intensive business; unrestricted foreign ownership lets
global insurers commit long-term capital without the constraint of finding and retaining an Indian

partner.

¢ Deepening penetration: more players and capital can extend coverage to under-insured

segments, advancing financial inclusion.

e Expertise and products: global insurers bring underwriting know-how, technology and product

innovation.

e Ease of dOing business (https://ujiyari.com/terms/ease-of-doing-business/): removing the

ownership cap simplifies structuring and signals policy predictability to foreign investors.

CONCERNS AND SAFEGUARDS

Full foreign ownership also raises questions that the regulator must manage. Chief among them is
policyholder protection: long-term life-insurance contracts depend on the insurer honouring
commitments over decades, so IRDAT’s solvency, governance and conduct norms remain essential. Additional
guardrails, such as requirements on domiciling of key management and retention of investment within India,
help ensure that liberalisation does not come at the cost of stability. The policy bet is that stronger competition

and deeper capital will benefit consumers, provided regulation keeps pace.
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ANALYSIS AND WAY FORWARD

Aviva’s buyout is a signal event for the government’s ambition of “Insurance for All by 2047, the goal of
universal insurance coverage by the centenary of independence. Reaching it will require not just foreign
capital but distribution reach into rural and low-income markets, simpler products, and higher public trust in
claim settlement. The way forward lies in pairing liberalisation with strong, technology-enabled regulation, so
that the fresh capital translates into wider coverage rather than merely consolidated ownership. If it does, the
FDI reform will have deepened India’s financial sector; if regulation lags, the gains may be narrower than

hoped.

UPSC RELEVANCE

GS Paper 3: Indian economy; mobilisation of resources; foreign direct investment; financial-sector reforms

and inclusion; effects of liberalisation on the economy.
Prelims pointers:
e The insurance FDI cap was raised from 74 per cent to 100 per cent, operational from February 5,
2026.

@ The sector regulator is the Insurance Regulatory and Development Authority of India (IRDAI),
established in 1999 and headquartered in Hyderabad.

® The Insurance Act, 1938 is the foundational law governing the sector.
e India’s insurance penetration is low, around 4 per cent of GDP.
® Avivais set to become the first 100 per cent foreign-owned life insurer in India, buying out Dabur’s

26 per cent.

Mains question: “The move to 100 per cent FDI in insurance promises deeper capital and wider coverage,
but also tests the strength of regulatory safeguards. Critically examine the opportunities and risks of full

foreign ownership in India’s insurance sector.” (15 marks, 250 words)
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FACTS CORNER

FACTS CORNER, KNOWLEDGEPEDIA

Aviva India: JV formed in 2001 with Dabur; Aviva buying the remaining 26 per cent.
Milestone: set to be India’s first 100 per cent foreign-owned life insurer.

FDI progression: 26 per cent to 49 per cent (2015) to 74 per cent (2021) to 100 per cent (operational
Feb 2026).

Regulator: IRDAI, established 1999, headquartered in Hyderabad.
Governing law: Insurance Act, 1938.
Penetration: around 4 per cent of GDP, still low.

Vision: Insurance for All by 2047.

Sources: IRDAI (https://irdai.gov.in/), Ministry of Finance, Business Standard

Source: Aviva Set to Become India's First 100 Per Cent Foreign-Owned Life Insurer — Ujiyari.com | Free UPSC &
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