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Abstract—India saw the onset of modern Life insurance industry in 
the financial year of 2001 with the introduction of private sector 
institution in this field. Industry has just blossomed and this is the 
challenging phase in any product life cycle. If one looks back, the 
path of this industry has seen lots of ups and downs. Still it has been 
segmented in two different phases with a span of five years starting 
from financial year 2003 to financial year 2008 and other from 
financial year 2008 to financial year 2013. Annualized Premium 
Equivalent for the insurance sector increased approximately five 
times in the first phase of life cycle. From then it has shown no 
growth. With the increase in penetration of Insurance companies, it 
increased from 2.4 percent of GDP in financial year 2003 to 4.2 
percent in financial year 2008, it went back to 3.2 percent in 
financial year of 2013. 

1. INTRODUCTION 

The span in between the financial year 2003 to 2008 was 
featured by tremendous growth and showed positive trending 
graph. The industry was heading towards being the flag bearer 
of liberalization era. Next five years saw a dip that very few 
expert could have predicted. The sharp dip in the growth had a 
negative impact on credibility of the sector. 

2. FACTORS INFLUENCING GROWTH OF THE 
SECTOR 

The immense difference in the productivity in the life 
insurance industry over such a short time pops an obvious 
question in all minds that which factors actually are 
responsible for this flat transition graph[Fig. 1]. After 
assessment, the few factors which shows up which has 
affected the Life Insurance sector over these years. 
1. India reducing Gross domestic product. 
2. Regular and drastic changes in regulatory policies. 
3. Insignificant operating industry model.  

2.1 India's Economic Growth  

India was affected in parallel with the global economic 
slowdown of 2008. The average growth rate of India's GDP 
went down by 2 percent from 8.7 percent in 2004-2008 to 6.7 
percent within the span of over five years. Investors morale 
was adversely affected by the economic slowdown and static 

domestic stock market. These factors had a significant effect 
on the portion of house hold savings. The amount of house 
hold savings which was at 52 percent till financial year 2008 
reduced to 36 percent in the year 2012 which was lowest since 
the year 1971.[Fig. 2] 

Physical assets like gold and real estate started gaining share 
instead of stocks, bank fixed deposits, insurance etc. Mind set 
of common house hold started shifting from life insurance 
products. Unit Linked Insurance Plans(ULIPS) sales went 
down from Rs. 70,000 crore in 2008 to almost Rs. 10,000 
crore in 20131 . Equity mutual fund schemes too went under 
loss and the Total Assets Under Management (AUM) with 
equity mutual fund declined by almost 27 percent i.e. from Rs. 
192,000 crore in 2008 to approximately Rs. 141,000 crore till 
2013. 

 

Source: IRDA, BCG analysis, FICCI document 
Fig. 1 :Growth of sale of Life Insurance in India in phase of FY 

2003 to FY 2008 with a five times growth and almost no  
growth after the FY of 2008 in Annualized  
Premium Equivalent (APE) in CRORE. 

2.2 Effect of regulatory changes  

Changes related to policy also proved to be a hindrance in the 
growth of Life insurance sector in the recent years. Regulatory 
measures adversely impacted the up growth of Life insurance 
industry. Working commission structure for channels in India 
is the lowest when compared to world. This makes the 
intermediaries less interested in selling insurance products. 
Lower insurance commission is an another reason making it 
unattractive for the intermediaries.  
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