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ABSTRACT

The liberalization of the Indian insurance sector in the early 2000s introduced private players into a market
previously monopolized by the Life Insurance Corporation of India (LIC). The Indian life insurance market has
seen significant evolution since the liberalization of the insurance sector in 2000, leading to increased competition
between the public sector Life Insurance Corporation of India (LIC) and private life insurance companies. This
paper explores the evolution of India’s life insurance sector post-liberalization, analysing total premium trends
between public (LIC) and private life insurance companies over the past two decades, with a focus on growth
trends, statistical consistency, and comparative performance. This comparative study provides insights into the
transformative impact of liberalization on India’s life insurance sector while identifying challenges and
opportunities for both public and private insurers. Future research can delve deeper into consumer behaviour,

digital innovations, and geographic disparities to provide a holistic understanding of the industry’s evolution.
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1. INTRODUCTION

The life insurance industry is a one of the largest segments within the financial services sector in India. the history
of the Indian life insurance industry, focusing on the dominance of the public sector prior to liberalization and the
establishment of IRDAI in 1999. After the liberalization of the insurance sector, private companies were allowed
to enter the life insurance industry, previously which was monopolized by the Life Insurance Corporation of India

(LIC). This structural reform aimed to improve service quality, foster competition, and enhance penetration. This
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study compares the growth of total premiums in public and private insurers over two decades, shedding light on

how liberalization has reshaped the industry.

2. LITERATURE REVIEW

The liberalization of India's insurance sector in 1999 marked a significant milestone, paving the way for the entry

of private players to challenge LIC's monopoly. Various studies have explored this shift:

1. Malhotra Committee (1994): Highlighted the need for privatization to improve efficiency and customer
satisfaction in the insurance sector.

2. Kumar (2009): Compared LIC's dominance with emerging private insurers, noting faster growth rates among
the latter due to better marketing and customer-centric approaches.

3. Sharma and Vasudeva (2017): Found that private insurers have grown exponentially in premium collection

post-liberalization, though LIC retains its hold in rural markets.

These studies underscore the increasing competition and diversity of offerings, yet they also highlight LIC’s

resilience and trust factor among consumers.

3. OBJECTIVES OF THE STUDY

1. To examine the growth trends of LIC and private insurers in terms of total premiums collected post-
liberalization.

2. Toanalyse the statistical consistency and variability in premium growth using mean, SD, CV, and CGR.

3. To assess the market share evolution between public and private insurers.

4. To understand the impact of privatization on the insurance industry’s overall growth.

4. RESEARCH METHODOLOGY

This study is based on secondary data sourced from IRDA Annual Reports for the period 2000-01 to 2020-21. The

data collected include total premium amounts for LIC, private life insurers, and the total industry.

Statistical Tools:

Mean: Measures average premium over the period.

SD and CV: Indicate volatility and consistency in premium growth.

CGR: Reflects long-term growth trends.

5. SCOPE OF THE STUDY

The study spans two decades (2000-01 to 2020-21), capturing the evolution of India’s insurance industry post-

liberalization. It focuses on the following areas:
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e Geographical Coverage: Includes all regions of India, analyzing trends in both urban and rural markets.
o Temporal Coverage: A 20-year period offers a comprehensive view of long-term growth patterns.
e Segment Analysis: Differentiates between public (LIC) and private players while considering their combined

impact on the industry.
6. LIMITATIONS OF THE STUDY

1. Data Availability: The study relies solely on IRDA Annual Reports; other metrics like market penetration,
profitability, and claim settlement ratios are excluded.

2. External Influences: Macroeconomic factors like inflation, GDP growth, and government policies are not
accounted for in the analysis.

3. Geographical Bias: While LIC has stronger rural penetration, regional disparities in private players' presence
are not analyzed.

4. Qualitative Factors: Consumer trust, brand value, and service quality, which significantly influence premium

growth, are beyond the study’s scope.
7. TOTAL PREMIUM:

Total premium income refers to the total amount of premiums such as first-year premium, single premium, and
renewal premium received for an insurance policy, including additional premiums but excluding extra premiums,
rider premiums, and taxes. the total premium is the backbone of life insurance policies, ensuring affordability,

financial protection, and the sustainability of the agreement between the insurer and the policyholder.

Total/gross Premium of Life Insurance Premium (Rs. in Cr)

Year LIC Index PRIVATE |Index INDUSTRY |Index
2000-01  [34892.02 100 6.45 100 34898.47 100
2001-02  ]49821.91 143 272.55 4226 50094.46 144
2002-03  |54628.49 157 1119.06 17350 55747.55 160
2003-04 [63533.43 182 3120.33 48377 66653.76 191
2004-05  [75127.29 215 772751 119806 82854.80 237

2005-06  |90792.22 260 15083.54 233853 |105875.76 303
2006-07 |127822.84 (366 28253.00 438031 |156075.84 447
2007-08  |14978.99 43 51561.42 799402 66540.41 191
2008-09 |157288.04 (451 64497.43 999960 |221785.47 636
2009-10 |186077.31 (533 79369.94 1230542 |265447.25 761
2010-11  |203473.40 (583 88165.24 1366903 |291638.64 836
2011-12  |202889.28 (581 84182.83 1305160 [287072.11 823
2012-13  |208803.58  [598 78398.91 1215487 |287202.49 823
2013-14  |236942.30 679 77340.90 1199084 |314283.20 901
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2014-15  239667.65 687 88434.35 1371075 (328102.01 940

2015-16  266444.21 |764 100499.03 1558124 (366943.23 1051
2016-17  300487.36 (861 117989.25 1829291 |418476.61 1199
2017-18  318223.21 [912 140586.23 2179631 |458809.44 1315
2018-19  337505.07  |967 170626.96 2645379 |508132.03 1456
2019-20  379389.60  |1087 |193520.60  |3000319 |572910.19 1641
2020-21  |1403286.55 1155 [225444.50  |3495263 |628731.04 1801
Mean 188194.0 76961.9 2651559

SD 118229.1 65502.8 181618.6

CV (%) 6742.6 3691.1 10433.7

CGR 11.8 60.9 14.0

Source: IRDA Annual Reports

Figure - CV&CGR of LIC, Private and Industry Life Insurance Premium
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8. RESULTS AND DISCUSSION
8.1. Growth Trends in Total Premiums Collection

Public Sector (LIC):

Analyse LIC’s premium growth, which increased from Rs. 34,892.02 crores in 2000-01 to Rs. 403,286.55 crores
in 2020-21.Despite significant absolute growth, LIC’s percentage change in premiums shows lower growth rates

compared to private players. LIC’s CGR of 11.8% suggests moderate growth compared to the private sector.
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Private Sector:

Analyse private companies’ growth in total premiums from Rs. 6.45 crores in 2000-01 to Rs. 225,444.50 crores in
2020-21. Highlight that the private sector’s percentage change was substantial in the initial years, indicating
aggressive market penetration post-liberalization. The private sector’s CGR of 60.9% reflects rapid growth, driven

by increased investment, product innovation, and expanded distribution networks.
Overall Industry:

Total industry premiums grew from Rs. 34,898.47 crores in 2000-01 to Rs. 628,731.04 crores in 2020-21, with a
CGR of 14.0%, indicating robust growth in the post-liberalization era. Compare industry-wide premium growth
with LIC and private sector growth, noting how private insurers’ contributions significantly boosted the overall

industry expansion.

8.2. Statistical Comparisons

Metric LIC Private Insurers Industry Total
Mean %1,88,194.0 Cr %76,961.9 Cr %2,65,155.9 Cr
SD %1,18,229.1 Cr %65,502.8 Cr %1,81,618.6 Cr
CV (%) 6742.6 3691.1 10433.7

Insights:

e LIC’s lower CV indicates greater stability in premium growth compared to private players and the overall
industry.

o Private insurers, though volatile, exhibit faster growth, contributing to the industry’s overall dynamism.

8.3. Contribution to Industry Total

e LIC’s dominance: Over 60% of total industry premiums consistently until the mid-2010s.

e Private players: Increasing contribution highlights their growing market presence and consumer acceptance.

8.4. Impact of Liberalization

e Introduction of private insurers fostered competition, leading to innovative products and better customer
service.
« Shift in consumer demographics: Younger and urban customers prefer private insurers, while LIC remains the

choice for rural markets.
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9. CHALLENGES AND OPPORTUNITIES
9.1 Challenges:

e LIC: Adapting to urban market demands and retaining dominance amid private competition.

e Private Insurers: Penetrating rural markets where LIC is deeply entrenched.

9.2. Opportunities:

o Expanding penetration in untapped rural regions.

e Leveraging technology for improved customer experience and operational efficiency.

10. CONCLUSION

10.1. SUMMARY OF FINDINGS:

1. Liberalization significantly reshaped India’s life insurance market, with the private sector’s entry enhancing
competition and premium growth.
2. Despite maintaining a stronghold, LIC’s market share declined over time as private insurers captured a larger

share.

This comparative analysis highlights LIC’s enduring dominance in India’s life insurance sector, juxtaposed with
the rapid growth of private players post-liberalization. The insurance sector’s overall growth underscores the

success of reforms, though further innovation and inclusion remain critical for sustained industry expansion.

11. SUGGESTIONS FOR FURTHER RESEARCH

1. Consumer Behavior Studies: Investigate preferences and trust levels among consumers of LIC and private
insurers.

2. Impact of Digital Transformation: Analyze the role of technology in reshaping premium collection and
market reach.

3. Regional Disparities: Study the geographic distribution of premiums to understand urban-rural divides.

4. Macro-Financial Analysis: Assess the correlation between insurance growth and macroeconomic indicators
like GDP and disposable income.

5. Competitive Strategies: Examine marketing and service innovations by private players that challenge LIC’s

dominance.
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