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India’s economic growth over the past two decades has been one of the most substantial progresses in the
world economy. This growth has its origins in the introduction of economic reforms in the early 1990s.
Insurance industry also stimulated into a growth path due to this liberalization process. Indian Government
through IRDA (Insurance Regulatory Development Authority) created history in 2000, by bringing insurance
business to private companies which had been ended 44 years back. Currently there were 34 players in the
private sectors of general insurance, in addition of 4 general insurance companies and 2 specialized
insurance companies in the public sector. Even though LPG have opened new prospects in the insurance
industry, for the public sector companies it is a question of renovating the business. The rapid growth of
insurance companies in post nationalization period brought number of problems to the existing public sector
insurance companies. Even though the public sector general insurance companies made both quantitative and
qualitative improvement in the post-liberalisation period the private companies have proved that they are
more innovative. And due to this the public sector insurance companies have been compelled to review their
mechanism in order to compete with private sector companies. Reaching the almost 20 years of liberalisation
of this sector the present stage needs to be reviewed in order to assess insurance sector growth. This paper
attempts to evaluate a comparative study of the performance of the public and private sector general
insurance companies in the post-liberalisation era in terms of insurance penetration and density, GDP,market
share and also analyse which profitability indicator needs to focus by both the public and private sector
general insurance companies in order to make profit and sustain in the industry.

This is purely a technical paper and an attempt made to examine the comparative performance of public and
private sector general insurance companies in India in the post reform period. For the study secondary data is
used and it collected from IRDA annual reports.

This paper analyses the performance of general insurance industry in terms of insurance penetration, density,
gross direct premium, market share and profitability.

1.1. International Comparison of Insurance Penetration 2001-2016(in percent)

This part of the paper analyses the insurance penetration and density

Insurance penetration and density mirrors the development of insurance sector in a country. Insurance
penetration is measured as the percentage of insurance premium to GDP, insurance density is calculated as
the ratio of premium to population (per capita premium).
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Table 1.1
International Comparison of Insurance Penetration 2001-2016(in percent)
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Source: Compiled from various IRDA Annual Reports, * Data of financial year 2016-17 & 2017-18.

1.2. International Comparison of Insurance Density 2001-2016(in percent)

The penetration of general insurance sector in the country remains near-constant for the 9 years (2001-2010)
at around 0.60 per cent but after that it displayed an improvement of 0.70 % (2010-2016) (Table 1.1.) and
increased t00.90 per cent. However, there is a bordering increase in density, which has increased from USD
2.4 in 2001 to USD 18 in 2017 (Table 2.2). The growth in the insurance industry has been more rapid than
the overall growth in the economy.
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Table 1.2
International Comparison of Insurance Density 2001-2016(in percent)
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Source: Compiled from various IRDA Annual Reports

1.3 Gross Direct Premium of Public Sector General Insurance Companies 1991-2000(Within &

Outside India)

The comparison of public and private sector general insurance companies has been made of gross direct
premium and market share of all the four public sector general insurance companies during the pre-reform
and post-reform period. The pre-reform period includes the years 1991 to 2000, and the post-reform period
2001 to 2017 (last official publication of data in 2017).
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Table 1.3
Gross Direct Premium of Public Sector General Insurance Companies during 1991-2000(Within &
Outside India)
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Table 1.4. Gross Direct Premium of Public Sector General Insurance Companies 2001-2017 (Within &
Outside India) Rs.in crore
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Source: Compiled from various IRDA Annual Reports
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The public sector general insurance company’s growth rate in terms of GDP is higher in the pre-reform
period than in the post-reform period. There is an increasing drift in gross direct premium income visible in
the public sector general insurance companies after opening up of the sector. New India Assurance appeared
as the largest public sector GIC during all the years of pre-reform period followed by United India Insurance,
Oriental Insurance and National Insurance companies. (Table No.1.3.). The gross premium of the non-life
insurance business within and outside India grew from Rs.12385.24 in 2001 to Rs. 153437.68 (Rs.in crore)
in 2018. (Table No.1.4). The performance of private sector general insurance companies in terms of gross
direct premium has been progressive than that of the public sector. The private players’ contribution to gross
premium is increased from Rs. 467.65 crores to Rs. 65419.82.00 while that of public players is Rs. 11917.59
crores to Rs. 70569.78 during 2001 to 2018. Analysis of four public players in terms of gross direct premium
shows that both in pre and post reform period, it is the New India that brings the team as a whole to high
growth. The other three players are nowhere near its growth rate. This shows that there is an evident
disparity among the public player’s contributions.

1.4. Market Share 2001-2017

Figure 1.1.
Market Share 2001-2018
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Source: Compiled from various IRDA Annual Reports

The market share of all the public sector general insurance companies declined due to the entry of private
companies in the field. (Figure No. 1.1.). In 2001-02, the market share of public sector was 96 per cent and
private sector was only 4 per cent. In 2017-18, the market share of the public sector came down 45 per cent
and that of private sector increased to 43.42 per cent. (Figure No 1.1.). It shows that around 50 per cent of
the market share was captured by the private sector in terms of gross direct premium. This is the fact
mentioned in the beginning of the paper that the public sector general insurance companies have experienced
an enormous expansion of branches after liberalization, but this has not always been matched by a
corresponding enhancement in the performance. Even after many initiatives taken by the public sector
companies to compete with the private companies, they failed to meet the rivalry thrown by the private
sector. As a result, the market share of public sector companies has decreased significantly.

Conclusion

With huge population in India, the importance of insurance is unquestioned and it is the mainstay of a
country’s risk management system. In India, insurance penetration and Insurance density is lower compared
to other countries. China, Brazil and Russia registered remarkable growth in the insurance density. After
almost 20 years of liberalization of this sector we failed to tap the huge population which is not registered.
Even though private companies entered with new products they also failed to tap the population especially
rural population. In this regard liberalization of this sector not benefitted India other than throwing
competition to public players. Both public and private sector players should take steps to recapture the
market by changing their strategies. The future development of this sector depend on how efficiently the
insurers are able to come up with products suitable to our context and how successfully they are able to
change the insights of consumers and make them aware of the insurable risks.
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