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INTRODUCTION

The journey of human life, from womb to
tomb is full of woes, worries and unlimited needs.
Man is endowed with highly intellectual ability
which encourages him  for the betterment and
advancement of his life so as to achieve happi-
ness and comfort, also benefiting in that process
all those who depend on him for economic secu-
rity, which gave rise to the business of insurance.
The insurance is primarily a social device
adopted by civilized society for mitigating the in-
cidence of loss of income to families by unfore-
seen contingencies. Life Insurance Corporation
of India (LIC) came into existence on 1st Sep-
tember, 1956 after nationalization of all the 245
companies engaged in life insurance business.
From its very inception, the Corporation has
made impressive growth always striving for fur-
ther improvement. American psychologist
Abraham Maslow’s theory of hierarchy of needs
has calibrated human needs into five stages:  (1)
Physiological needs ( 2) Safety/Security needs (
3) Social needs, 4) Ego needs and 5) Self  Actu-
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alization/Self Fulfillment needs. In the present so-
cioeconomic scenario, the human needs can be
restructured in a FEP module i.e. on financial,
emotional and philosophical aspects and here
we will throw light on these three with reference
to insurance.

While earlier studies on life insurance sec-
tor mainly focused upon LIC, it was only after
reforms in this sector that certain studies cover-
ing private players have taken place. Among
early studies, Arora (2002) highlighted that LIC
was likely to face tough competition from private
insurers having large established network and
their trained intermediaries throughout India.
Verma (2003) analyzed the various type of prod-
ucts offered by public sector giant and the new
global players in the private sector. Kumar and
Taneja (2004) highlighted the opportunities and
challenges before the insurance industry in In-
dia due to liberalization, globalization and
privatization. Kulshrestha and Kulshrestha (2006)
highlighted that demand for life insurance in ru-
ral India was expanding at the annual rate of 18
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per cent as compared to 3.9 per cent in urban
areas which provided good opportunity for life
insurers to perform.

The present paper is an attempt to study the
recent life insurance scenario in the light of
changes mentioned above. For this purpose,
various indicators like number of policies and
products, growth of life insurance business and
premium  income , operating expenses,  profit &
loss A/c have been analyzed.

DATA COLLECTION AND ANALYSIS

The study is based upon secondary data
which has been collected from annual reports of
IRDA, IRDA journal and Life Insurance Today.
Besides, a few websites have also been con-
sulted. The data used in the paper covers the
period from 2001-02 to 2011-12. For the analy-
sis of data, statistical tools like percentages, ra-
tios, growth rates and coefficient of variation have
been used.

ANALYSIS AND DISCUSSION

Table 1 : Profit & Loss Position (Rs. crore)

Year Profits/Loss (+)   (–)

2000-01 316.65

2001-02 821.79

2002-03 496.97

2003-04 551.81

2004-05 708.37

2005-06 631.58

2006-07 773.62

2007-08 844.63

2008-09 957.35

2009-10 1060.72

2010-11 1171.80

2011-12 1313.34

2012-13 1489.92

Source - IRDA Annual Report

Table 2: Operating expenses for conducting Insur-

ance Business

Year Operating Total
expenses Premium

(Rs. crores) (Rs. crores)

2000-01 3706.56 34892.02

2001-02 4260.40 49821.91

2002-03 4621.09 54628.49

2003-04 5186.50 63533.42

2004-05 6241.26 75127.28

2005-06 6041.55 90792.22

2006-07 7080.86 127822.84

2007-08 8309.32 149789.99

2008-09 9064.29 157288.04

2009-10 12245.82 186077.31

2010-11 16980.28 203473.40

2011-12 14914.40 202889.28

2012-13 16707.66 208803.58

Source: IRDA, Annual Reports

Financial Aspect

Finance plays a crucial role in a human life.
Every human being exerts himself to acquire fi-
nancial power, using his muscle power and in-
tellectual power; so that he can have that money
power. The financial needs can be split into four
S’s, i) Swapping, ii) Saving, iii) Stocking and iv)
Securing. While people roll in the first three steps,
i.e. Swapping, Saving and Stocking gradually in
that order; the fourth one, i.e. Securing lacks
behind. Man seems to relegate ‘financial secu-
rity’ to a lower down position. Financial security
is as important  need in the personal financial
planning of an individual as other needs are.
Hence it deserves the full attention for enduring
financial stability. Insurance is a firm fulcrum for
providing this stability. Yet people are by instinct
averse to insurance. This can be attributed to
the peculiar characteristics of insurance, such
as, intangibility of the product and benefits ap-
pearing to come to fruition at too distant a future.

Emotional Aspect

Insurance is significantly concerned with
emotions. Insurance is meant for catering to un-
predictable and deferred needs. It should, how-
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ever, be purchased well before its need arises,
lest it get too late. It is of little use digging a well
when thirsty. People postpone availing of insur-
ance cover as they don’t sense the immediate
need thereof. Some people sarcastically feel that
not many persons are really benefited by insur-
ance. It is true that many people come out ‘un-
hurt and safe’ in the journey of life. But quite a
good number of unfortunate people, though rela-
tively lesser in number, face the ‘storm’ and they
and/or their loved ones are forced to bear the
brunt and to face a life of hardship by the hap-
pening of an unfortunate tragedy which appar-
ently had a low probability but turned out to be a
calamity of utmost severity. It is therefore better
to keep the life boat ready when one gets set for
a voyage. It is rightly said that “It is better to have
insurance for a hundred years and not need it,
than to need it one day and not have it”. Insur-
ance is concerned with dreaded and disliked
eventualities like death, disease, disability and
dilapidation. Everyone is exposed to these risks.
Everyone has to accept these realities of life and
be well prepared to face them. Insurance is un-
doubtedly the best way out. People act on emo-
tions rather than on reason. Insurance is a long
term contract. The benefits fructify in future. The
timing of fructification is to be decided in the ini-
tial stage by proper planning. The fruit reaper has
to have patience, if he wants to enjoy the fruit.

Philosophical Aspect

Insurance means spreading of risk and shar-
ing of loss amongst the community of insured
people. It is a co-operative venture. Insurance is
beneficial not only to the individual but to the
entire community of the insured people. Thus it
promotes fraternal concern. When an individual
dies, three deaths occur, that of i) the individual
himself or herself, ii) a father, a mother, a brother,
a sister, a son, a daughter or some such rela-
tive, iii) a breadwinner of the family. The third
death is the most disastrous. As it results in stop-
page of the income, the family is made to face a
financial crisis. Nevertheless, if the deceased in-
dividual were to be insured, there would be only
two deaths. The third death would be avoided,
economically at least, and the family would be
financially secure. If the number of such secured
families is more in the society, the socio-eco-
nomic inadequacy would be minimized to a great

extent. The money paid by the insured public by
way of premium does not remain idle in the cof-
fer. World over, it is used for promoting indus-
tries, business, commerce and developmental
programs particularly in developing countries like
India. Indirectly, the insured community contrib-
utes for a noble cause – nation building activity.
With a proper perspective, insurance can be used
as a means to achieve many objectives. One can
perform his duties as a father, as a husband or
as a son by insuring himself so that financially
the dependents do not become orphaned in the
event of his premature death. He can express
his love and affection towards his beloved ones
even from beyond the graveyard. Finance can
be managed in a better way with the help of in-
surance. Men have many wants, needs and de-
sires. They can fulfill their desires by means of
insurance, which means freedom or liberation
from all worries, which insurance undoubtedly
ensures. It can, therefore, be said that insurance
is a multifaceted tool in the hands of mankind for
a number of purposes. About 10% of the GDP of
the developed countries comes from insurance
premium (in India it is a little over 4%). Insur-
ance as a business activity is a driver of eco-
nomic development. Insurance is an effective
device which promotes stability, prosperity and
happiness to the individual and the society at
large. Development and insurance are also
complementary to each other. Prudent men will
realize the importance of insurance and will ac-
cept it as an integral part of the way of financial
planning in life.

Decisions of quantum of  insurance

For an individual, having decided to obtain
insurance, the next logical dilemma to deal with
is to the quantum of insurance that he or she
should purchase. With the dynamics of finance
and economy ever being so volatile, it is certainly
a major decision and is something that is not easy
to arrive at. Besides, current affordability as also
the projected affordability in future, considering
the fact that it is a long term commitment, is an-
other factor that has to be weighed sensibly. In
such a scenario, the Human Life Value (HLV)
provides the most objective and need-based
solution. Human life has an economic value. It is
the monetary worth of an earning person and is
the capitalized value of his net future earnings
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less cost of his current self maintenance. It is
exactly to preserve or secure this economic value
of human life, which is subjected to vagaries of
nature, that life insurance was devised. Once the
prospect realizes this important fact, his endeavor
to purchase life insurance is to protect his
dependants from any eventuality. If the human
life value-based selling and after sales service
are rendered by the agent in letter and spirit to
the client’s utmost satisfaction, there will be fur-
ther development and conservation of life insur-
ance business. Human life’s value may be de-
fined as the capitalized value of the net future
earnings of an individual after taking into account
appropriate costs for his/her self maintenance. It
is the monetary value of an earning person. The
facts that determine it are training and educa-
tion, character and health and, above all, his
ability to work. The higher these factors, the
higher are the values; and the lower these fac-
tors, the lower is his economic value.

Human life value-based selling and appro-
priate after-sales service are the need of the hour.
The emphasis should be on the total needs con-
cept, as the basis for developing life insurance
programs for individuals. In the same vein, em-
phasis should be on the concept of building a
life insurance clientele, which can be achieved
only by an agent who gives professionally com-
petent service and advice. If these two aspects
are pursued by the insurer in letter and spirit,
there is ample scope for increase in volumes of
business, and its retention.

Challenges of the Industry

Life insurance industry is passing through a
difficult phase in our country. There is enormous
scope for the industry to grow. Yet, the industry
is unable to grow in recent years. There has been
de-growth in 2012-13 to the extent of 6.32% in
terms of First Premium Income (FPI). The
economy is growing and so is the per capita in-
come in all the segments of the economy. But,
the life insurance industry finds it difficult to make
use of this golden opportunity. Insurance inter-
mediaries lost much of their credibility after the
ULIPs failed to generate expected returns. A lot
of ULIPs were sold on false promises. So, now
the insurance intermediaries find it difficult to re-
gain the same confidence of people. This is a
great challenge. This challenge is greater for

those agents who operate in the rural and semi-
urban areas. As agents still contribute 78.69%
of total business, their success is critical for the
success of the life insurance industry in India.

The productivity of the agents is low because
of miss-selling of ULIPs. Barring a small propor-
tion of agents who have got MDRT or similar rec-
ognition for the consistency of their performance,
a very large number of agents have failed to be-
come true professionals. They are mostly part
timers and do not even have the inner motiva-
tion to grow. If insurance industry has to grow,
the same way, the skills, competencies and atti-
tudes of all agents have to get a total face lift.
Professionalizing a vast sales force is a big chal-
lenge for all insurers. The average number of
policies sold by the agents in 2011-12, proves
that an insurance agent, on an average, has not
been able to make a career out of his job. If an
agent is not fully devoted in this profession on a
regular basis, it is very difficult for him to bring
quality business and also to give proper services
to the customers.

Perhaps the biggest challenge is the lack of
proper insurance awareness. Even after 57 years
LIC was formed , many people still do not under-
stand the value of insurance properly. Although
LIC did a commendable job in spreading the
message of insurance, most people still can not
distinguish insurance from other forms of invest-
ments. That is why only a few products are de-
manded by the market. Our agents have failed
to market need based insurance. At best, insur-
ance is sold as a savings instrument or an in-
vestment instrument. Most of the agents continue
to push products which give more commissions
or where service obligations are less. Agents
could have been the ideal medium for generat-
ing insurance awareness as they are in direct
contact with the customers. But lack of compe-
tency, professionalism and integrity on the part
of many of the agents (and of other intermediar-
ies as well) have prevented them from improv-
ing insurance awareness to the extent it should
have been.

Recent Trends in the life insurance industry

The good news is that the insurers are try-
ing their best to meet the challenges. Recent
trends in the industry show that the insurers are
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fast changing the way of their functioning. Insur-
ers are now trying to sell a blend of linked and
non-linked products. They are also trying to sell
more of long term products. This is a step in the
right direction. People indeed need more of long
term insurance products, covering them protec-
tion throughout their working life. This will also
ensure consistency of business for the insurers.
Many insurers, especially the private insurers are
now successfully marketing term assurance
among the youth. This is great as the youth can
get a large cover at the minimum of premium.
Term assurance carries no maturity value and
therefore it is heartening that the new genera-
tion is able to pick up a product which is pure
insurance. But, while granting a huge cover, the
insurers have to assess the quality of each risk
carefully because if a claim is repudiated later, it
can shake the confidence of the people in the
institution called life insurance .

Another important trend in insurance indus-
try is that a large volume of selling is happening
online. Some private insurers have been doing
business online for quite some time. Since the
new generation is tech savvy and makes a lot of
buying online, insurers are rightly catching the
young customers in the internet. After all, an in-
surer has to be present wherever the customers
are i.e. purely customer friendly . The insurers
are rightly doing a lot of marketing and brand
building activities in the social media.

 Although insurers know that it is difficult to
professionalize lakhs of tied agents with diverse
social and educational backgrounds, they under-
stand the importance of training in improving the
skills and attitudes of the agents working across
the length and breadth of the country. Even to-
day, common people get to interact with the
agents only, before buying insurance. If the agent
is found knowledgeable and trustworthy, it im-
proves the image of the insurers.

 All insurers have started depending heavily
on their bank assurance partners, for increasing
insurance penetration in special segments. In our
country, people depend a lot on banks and there-
fore banks have earned more acceptability in
rural as well as in urban areas. New IRDA regu-
lation is going to allow banks to sell insurance
products of multiple insurers. So, all insurers

have a great chance to increase their sales as
people will have a freedom to choose whichever
insurer they want to go with. LIC has been asked
to make its presence felt in areas where popula-
tion is more than 10,000. Probably, LIC will do
this by opening one man offices within the pre-
mises of its  bank assurance partners. Other in-
surers are surely contemplating similar actions,
to go deeper into the insurance market.

Another important and heart warming trend
in insurance industry is that the insurers are try-
ing to discharge their Corporate Social Respon-
sibility as much as they can. An insurer is judged
not just by the greatness of its products but also
by its human face. When insurers directly do
some work in building the infrastructures of the
society or help some underprivileged sections
of society, people become more respectful of
them and can eventually become loyal custom-
ers.

Insurance can indeed change the face of
India as it can provide confidence to people to
take more risks which are very important for tak-
ing the country to the next level of growth and
development. If the insurers can involve rural and
urban youths as volunteers in this campaign
along with employee volunteers of the insurers,
the required level of awareness can surely be
generated in a few years.

Emerging Trends

· Multi-distribution i.e. increasing penetration
through new modes of distribution such as
the internet, direct and telemarketing and
NGOs

· Product innovation i.e. increased levels of
customization through product innovation

· Claims management i.e. timely and efficient
management of claims to prevent delays
which can increase the claims cost

· Profitable growth i.e. expanding product
range, developing innovative products and
expanding distribution channels

· Regulatory trends i.e. mandated regulatory
changes by the IRDA to promote a competi-
tive environment in both the life and non-
life insurance sectors
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Globalization- The Dynamic Force

Globalization has become a broad heading
for a multitude of global interactions, ranging from
the expansion of cultural influences across bor-
ders to the enlargement of economic and busi-
ness relations throughout the world. It has differ-
ent dynamic force for different person. It may be
treated as a phenomenon, a philosophy and a
process, which affects human beings.Insurance
being an integral part of financial service could
not claim immunity to the impact of the global-
ization process and opened up to private and
global players world over, including India. So
many MNCs are now entering into the insurance
sector which is now a booming sector. Market-
ing after globalization has become more cus-
tomer oriented, better service oriented and more
competitive. To sustain in present era insurance
sector has to provide better satisfaction, more
value addition and strategic development.

CONCLUSION

From the above discussion it is evident that
life insurance industry expanded tremendously
from 2000 onwards in terms of number of offices,
number of agents, new business policies, pre-
mium income etc. Further, many new products
(like ULIPs, pension plans etc.) and riders were
provided by the life insurers to suit the require-
ments of various customers. However, the new
business of such companies was more skewed
in favor of selected states and union territories.
During the period of study, most of life insurance
business was underwritten in the last four months
of the year. Private life insurers used the new
business channels of marketing to a great ex-
tent when compared with LIC. Investment pat-
tern of LIC and private insurers also showed
some differences. Solvency ratio of private life
insurers was much better than LIC in spite of big
losses suffered by them.
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