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Abstract: A life insurance policy is more than just a money-saving venture. It is crucial to think about both 

how to mobilise resources for development and how to raise citizens' sense of security. It builds a link 

between the present and the future. India's economy is currently one of the ones that is expanding the 

fastest. In terms of Gross Domestic Product (GDP), it is currently the third-largest economy in Asia and 

has risen to the top 10 economies worldwide. The service sector's share of GDP increased by 9.30% 

annually in 2010–2011. The insurance market is changing globally, and this development is also having an 

impact on the Indian market. One industry that prioritises expansion is insurance. In India's life insurance 

sector, there have been numerous improvements over the last ten years. Insurers now face a new challenge 

as a result of the economic climate brought forth by globalisation, privatisation, and deregulation. It now 

needs to be more competitive in order to satisfy the requirements and needs of its customers. Due to its 

large population and untapped market, India's life insurance industry offers both domestic and foreign 

companies tremendous investment opportunity. The profitability of life insurance companies has also 

changed as a result of changes in operating activities, such as the sale of new policies, the hiring of active 

agents, the payment of commission to the agents, and the estimation of maturity value. The growth of the 

private sector insurance industry has exceeded that of the public sector. 
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I. INTRODUCTION 

The life insurance industry in India is one of the most essential facets of the service sector. It is crucial to the expansion 

of the economy in our nation. It functions as a savings vehicle, a financial middleman, a stimulant for investment 

activity, and a market stabiliser in addition to safeguarding people against life hazards. The population's standard of life 

is raised as a result, and long-term convertible money is produced for national development. 

Financial systems are an essential part of the economic growth process because of their role in supplying money for the 

broad adoption of new technologies and the buildup of capital funds. A developed financial system that is operating 

well can increase efficiency as well as economic growth. People hold these characteristics—which include a focus on 

little deposits—toward significant investments. For initiatives employed by specialised authorities, the investments are 

diversified to reduce information collecting and evaluation costs as well as the risk to depositors. 

In India's life insurance sector, there have been numerous improvements over the last ten years. Insurers now face a 

new challenge as a result of the economic climate brought forth by globalisation, privatisation, and deregulation. It now 

needs to be more competitive in order to satisfy the requirements and needs of its customers. The updates assisted in 

increasing public awareness of the wider range of insurance options and the rates offered by the market's competing 

insurers. The gradual decontrol and purity of insurance product pricing, as well as the customers' rights and accessible 

choices for addressing concerns, are all topics that customers are well aware of. Thanks to the technical know-how, 

extensive experience, and competence of multinational organisations that have partnered with Indian businesses, almost 

every sector of the industry has seen a revolution. 

 

Insurance for India Life 

The first company to provide Indians with policies with "fair value" was the Bombay Mutual Life Assurance Society in 

1871. Only the wealthiest citizens of major cities could buy life insurance throughout the ensuing century. The Life 

Insurance Corporation of India was founded by an Act of Parliament known as the LIC Act 1956 with the intention of 



IJARSCT  ISSN (Online) 2581-9429 

    

 

       International Journal of Advanced Research in Science, Communication and Technology (IJARSCT) 

                             International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

 Volume 2, Issue 3, July 2022 

Copyright to IJARSCT                   98 

www.ijarsct.co.in                                                   

Impact Factor: 6.252 

providing life insurance to all parts of the people in the country. On December 2, 1999, the much anticipated Insurance 

Regulatory and Development Authority (IRDA) Bill was adopted by the Loksabha and Rajyasabha, opening the Indian 

insurance sector to private and foreign companies. Since the enactment of this Act, there are increasingly more private 

players. As of March 31, 2011, there were 23 private players active in India. 

 

II. REVIEW OF LITERATURE 

Gamarra (2007) assessed the cost and profit effectiveness of three different types of German life insurance companies: 

multichannel insurers, direct insurers, and independent agent insurers. Nonparametric DEA is used to evaluate 

efficiency for a sample of German life insurers for the period 1997-2005. She tested several assumptions and came to 

the conclusion that specialised insurers did not offer comparable performance benefits, which provides economic 

support for the coexistence of the multiple distribution systems. Additionally, she found evidence of scale efficiencies 

in the German life insurance industry. 

Tone and Sahoo (2005) were the first to evaluate the effectiveness of the Indian life insurance industry by creating a 

new cost efficiency model to measure the performance of India's Life Insurance Corporation (LIC). The findings show 

a significant amount of variation in the cost effectiveness rankings over a 19-year span. A decline in performance after 

1994–1995 can be explained by the large upfront fixed costs that LIC incurred to upgrade its business practises, which 

led to an increase in allocative inefficiencies. However, there is grounds to believe that LIC may now be benefiting 

from such modernization after a significant increase in cost effectiveness in 2000–2001. They will gain from this in 

terms of future competition. A sensitivity analysis's findings mostly agree with the study's main conclusions. 

Due to its large population and untapped market, India's life insurance industry offers both domestic and foreign 

companies tremendous investment opportunity. Up until 1999, Life Insurance Corporation of India was the only public 

insurer in operation. Since it was liberalised and privatised, the insurance sector has experienced substantial prospects 

and the entry of 23 private players. The state-owned LIC is currently being pushed to assess its guiding principles and 

operational methods in order to get ready for competition with enterprises in the private sector. 

Following deregulation, state life insurers' market share started to decline yearly as a result of the ineffective marketing 

strategies used by the private competitors. In order to thrive in the market, players select a selection of cutting-edge 

plans with affordable premiums and superior services to keep their present policyholders and attract new ones. The 

company's capacity to continue may depend on its proactive approach to product development, marketing tactics, 

individualised service, and claim and settlement procedures. This might have an immediate effect on the insurers' 

production and financial efficiency. The researcher was motivated by this to examine how these companies are faring in 

India in the years after deregulation. 

In order to compete with private competitors, the LIC must adapt its operational models, business processes, channel 

management, and human resource strategy in an inventive way. 

It seems obvious that a percentage of new business will end up in the hands of private life insurers given the 

introduction of private insurers into the life insurance industry. LIC is currently motivated to keep its clients.The 

insurance industry must launch numerous innovative products to meet customer demand, such as pension plans, unique 

group policies, etc., in order to accelerate growth. 

In order to grow its clientele, the insurance company must focus on rural areas. Before launching insurance products 

aimed at particular population segments, insurance companies should perform more thorough market research to make 

insurance more useful and inexpensive. In order to compete with private competitors, the LIC must adapt its operational 

models, business processes, channel management, and human resource strategy in an inventive way. 

It seems obvious that a percentage of new business will end up in the hands of private life insurers given the 

introduction of private insurers into the life insurance industry. LIC is currently motivated to keep its clients. 

The insurance industry must launch numerous innovative products to meet customer demand, such as pension plans, 

unique group policies, etc., in order to accelerate growth.In order to grow its clientele, the insurance company must 

focus on rural areas. Before launching insurance products aimed at particular population segments, insurance 

companies should perform more thorough market research to make insurance more useful and inexpensive. 
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III. CONCLUSION 

Life insurance companies were already in existence in India before it was nationalised. Following nationalisation, the 

Life Insurance Corporation of India was founded under the constitution. Indian insurance companies have grown their 

global economic reach as a result of the policies of globalisation, privatisation, and liberalisation. On the other hand, a 

large number of foreign insurance companies have entered the Indian insurance market. The current state of affairs 

demonstrates that private sector insurance firm growth has outperformed government sector growth. The consumer 

ultimately benefits from their intense competition with one another. Before India's nationalisation, life insurance 

businesses were already in operation. The constitution established the Life Insurance Corporation of India upon 

nationalisation. Global business territory has been expanded by Indian insurance businesses as a result of the 

liberalisation, privatisation, and globalisation policies. On the other hand, the Indian insurance sector has seen the entry 

of numerous foreign insurance companies. The current situation shows that private sector company insurance business 

growth has outpaced government sector expansion. They are now fiercely competing with one another, which 

eventually helps the customers. 
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