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ABSTRACT

This study delves into the comparative performance of ‘public and private insurance
companies’ in the dynamic Indian market, focusing on Return on Asset (RoA), Claim
Settlement efficiency, and Risk Management practices. The overarching goal is to provide
nuanced insights into the operational disparities between the two sectors and offer strategic
recommendations for industry stakeholders. The research methodology involves selecting
representative samples of 10 Indian Public and 10 Indian Private insurance companies based
on market prominence and data availability. Financial metrics, including RoA, Claim
Settlement, and Risk Management data, are compiled from reliable sources like IRDAI
Annual Reports and financial databases for the fiscal year 2021-22. Descriptive statistics, t-
tests, and MS-Excel are employed for data analysis. Results reveal significant differences in
performance metrics. Private insurers exhibit higher RoA and superior Claim Settlement
efficiency compared to public insurers. Additionally, private insurers demonstrate a greater
effectiveness in Risk Management practices. The study underscores the influence of
ownership structure on operational efficiency and risk mitigation approaches in the Indian
insurance sector. The findings have implications for industry stakeholders, regulators, and
policymakers Recommendations emerge from the findings as public insurers could enhance
risk management practices, aligning them with private counterparts, and explore avenues for
process optimization to narrow performance gaps. For private insurers, maintaining their
competitive edge requires a continued focus on innovation and customer-centric approaches.
Policymakers may find the insights valuable for refining regulatory frameworks to foster

healthy competition and innovation.
Keywords:

Insurance Companies, Comparative Performance, Public and Private Insurers, Return on

Asset, Claim Settlement Efficiency, Risk Management Practices, Indian Insurance Market
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1. INTRODUCTION

Both public and private insurance companies are of great importance in the Indian market, as
they make substantial contributions to the nation's financial sector while also offering risk
mitigation solutions to consumers as well as companies. The insurance industry in India has
experienced significant expansion and evolution throughout its history, with both public and
private players vying for market share. Examining the nuances of these entities reveals a
dynamic landscape shaped by regulatory frameworks, competition, and evolving consumer

expectations.

Public insurance companies, often referred to as state-owned or government insurers, have a
historical legacy in India. The behemoths in this category include ‘Life Insurance
Corporation of India (LIC)’ and the ‘General Insurance Corporation of India (GIC)’. These
entities were established to address the insurance needs of the masses, promote financial
inclusion, and support economic development. Public insurers have traditionally enjoyed a
dominant market position, leveraging their extensive reach and brand trust. They have played
a crucial role in mobilizing savings and providing insurance cover to diverse sections of the

population.

On the other hand, private insurance companies, which emerged with economic liberalization
in the early 2000s, have injected dynamism and innovation into the sector. The entry of
private players brought competition, leading to product diversification, improved services,
and technological advancements. Companies such as HDFC Life, ICICI Prudential, and SBI
Life have become formidable players, challenging the supremacy of their public counterparts.
Private insurers have been agile in adapting to changing market dynamics, incorporating

digital technologies, and tailoring products to suit the evolving needs of consumers.

Market share is a critical metric for understanding the competitive landscape. Historically,
public insurers held a dominant position, especially in life insurance. However, private
insurers have steadily increased their market share, driven by aggressive marketing strategies,
customer-centric approaches, and innovative product offerings. The shift in market dynamics
is particularly evident in segments like health insurance and non-life insurance, where private

players have gained substantial ground.
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Financial performance is another key aspect of comparison. Public insurers, being
government-backed entities, have had a more stable financial foundation. However, private
insurers, driven by profit motives and market forces, have focused on enhancing operational
efficiency and profitability. The financial health of insurance companies is often assessed
through metrics such as solvency ratios, return on equity, and underwriting practices. Private
insurers, with a keen eye on profitability, have introduced risk-based pricing and advanced

underwriting techniques.

The product portfolio and innovation introduced by both public and private insurers highlight
the evolving nature of the industry. Public insurers have traditionally offered conventional
life insurance and general insurance products. In contrast, private insurers have been at the
forefront of introducing specialized and customized products, including unit-linked insurance
plans (ULIPs), microinsurance, and niche health insurance policies. This innovation has

resonated with consumers seeking tailor-made solutions for their specific needs.

Claims settlement and processing efficiency are critical factors that influence customer trust.
Private insurers, driven by a customer-centric approach, often excel in providing seamless
and swift claims processing. This agility stems from their adoption of advanced technologies,
automated systems, and streamlined workflows. Public insurers, with their vast customer
base, have also made strides in improving claims settlement processes, aiming to match the

efficiency of their private counterparts.

The distribution channels employed by insurance companies contribute significantly to their
market reach and accessibility. Public insurers, with a legacy of traditional channels like
agents and branches, have a widespread presence across the country. Private insurers,
recognizing the changing preferences of consumers, have embraced a multi-channel
approach. In addition to agents, they leverage bancassurance, digital platforms, and tie-ups
with third-party distributors to expand their market reach and cater to diverse customer

segments.

Corporate governance practices are paramount for ensuring transparency, accountability, and
ethical conduct. Both public and private insurers are subject to corporate governance
guidelines prescribed by regulatory authorities. Public insurers, being government-owned,
adhere to stringent governance standards, with oversight from government bodies. Private
insurers, accountable to their shareholders, have established robust governance structures,

often aligning with international best practices to build trust and credibility.
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The competitive landscape in the Indian insurance market continues to evolve, with public
and private insurers shaping their strategies to navigate challenges and capitalize on
opportunities. Long-term viability depends on the ability to adapt to changing market
dynamics, anticipate consumer needs, and demonstrate resilience in the face of economic
uncertainties. Public insurers, with their legacy and widespread presence, must balance
tradition with innovation to remain competitive. Private insurers, driven by a profit motive,

need to maintain customer trust and uphold ethical practices to sustain growth.
2. REVIEW OF LITERATURE

The literature on the Indian insurance industry is extensive, covering various aspects of its
growth, challenges, and consumer perceptions. Anand (2002) emphasizes the channelization
of growth within the Indian insurance industry, outlining the critical role it plays in the
nation's financial landscape. Bhattacharya delves into the challenges faced by the life
insurance sector, providing insights into the complexities and hurdles encountered by
insurers. Chakraborty explores the ‘growing prospects and challenges faced by private life

insurance companies’ in India, shedding light on the dynamic landscape of the industry.

Kasturi (2006) focuses on performance management within insurance corporations, offering
perspectives on optimizing operational efficiency and effectiveness. Lulla and Bhargava
(2015) contribute to the literature by examining the changing perceptions of consumers
towards insurance products, providing valuable insights into consumer behaviour and

preferences.

Kaur et al. (2010) conducts a ‘study on customer satisfaction with life insurance in the
Chandigarh Tricity region’, contributing to the understanding of consumer sentiments and
preferences in a specific geographic context. Berry and Parasuraman's work (1991) on
marketing services through quality emphasizes the importance of service excellence in the

competitive insurance landscape.

Several authors explore emerging paradigms in the insurance sector. Kaliyamoorthy and
Suresh (2003) delve into the evolving landscape of the insurance industry, shedding light on
emerging trends and strategies. Rudra Saibaba (2003) explores the ‘perception and attitude of
women towards life insurance policies’, offering unique insights into gender-specific

considerations in insurance.
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Other researchers focus on broader perspectives. Arunajadesan (2002) discusses ‘the future
prospects of insurance in India’, while Ashok Thanpy and S. Sitaram (2002) adopt an
economic approach to analyse the life insurance potential in the country. Ramakrishnan
Reddy and Kanula Spandana (2002) examine the ‘challenges and opportunities arising from

the opening up of the Indian insurance sector’.

Thiripurasundari (2002) delves into ‘the attitude of policyholders towards LIC’, providing an
understanding of the perceptions and sentiments of existing policyholders. The collective
body of literature reflects the multi-faceted nature of the Indian insurance industry,
encompassing strategic challenges, consumer behaviours, and the evolving landscape shaped

by regulatory changes.

3. RESEARCH GAP

The existing literature on the ‘comparative performance of public and private insurance
companies’ in the Indian market lacks a comprehensive examination of specific performance
metrics such as Return on Asset, Claim Settlement efficiency, and Risk Management
effectiveness. While some studies broadly discuss the overall performance or market share of
these entities, there is a noticeable research gap in dissecting key operational aspects.
Additionally, limited research has delved into the nuances of Claim Settlement processes and
the intricacies of Risk Management practices employed by both sectors. This study aims to
address these gaps by providing a detailed analysis of the identified performance metrics,
contributing valuable insights into the distinct factors influencing the competitive landscape

between ‘public and private insurance companies’ in the Indian market.

4. OBJECTIVES OF THE STUDY

1. To examine the performance disparity in Return on Asset between ‘public and private
insurance companies’ in the Indian market.

2. To evaluate the efficiency divergence in Claim Settlement processes of ‘public and
private insurers’ in India.

3. To assess the potential contrast in Risk Management effectiveness between ‘public

and private insurance companies’ in the Indian market.

5. RESEARCH METHODOLOGY
Data Selection:

A representative sample of 10 Indian Public and 10 Indian Private insurance companies has

been selected based on their prominence in the market and the availability of financial data.
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Data Collection:

Data on Return on Asset, Claim Settlement, and Risk Management for the selected
companies has been compiled from multiple sources, including IRDAI Annual Reports,

Money Control website, and other reliable financial databases for the fiscal year 2021-22.
Data Processing and Visualization:

MS-Excel has been used for data processing, organization, and conducting statistical

analyses.

Appropriate formulas and functions in MS-Excel have been applied to calculate means,

standard deviations, and perform t-tests.

Visualizations such as graphs and charts have been created in MS-Excel to present the

‘comparative performance of public and private insurers’.
Descriptive Analysis:

The mean and standard deviation for Return on Asset, Claim Settlement, and Risk

Management metrics for both public and private insurance companies have been calculated.

Descriptive statistics have been utilized to provide an overview of the central tendency and

variability in the selected variables.
Inferential Analysis:

Null and alternate hypotheses for each performance metric (Return on Asset, Claim

Settlement, and Risk Management) have been formulated.

The independent samples t-test has been employed to ‘compare the mean performance of

public and private insurance companies’, testing the hypotheses.
Limitations:

Potential limitations in data availability and quality from different sources have been

acknowledged, ensuring transparency about any data gaps or inconsistencies.

Inherent biases in financial data, which may impact the generalizability of the findings, have

been recognized.

The study's scope, limited to the fiscal year 2021-22, may not be reflective of long-term
trends or changes in the market.
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External factors such as economic conditions or regulatory changes that might influence the

performance metrics have been considered in the interpretation of results.

The study's focus on selected variables may not capture the entire spectrum of factors

influencing the ‘comparative performance of public and private insurance companies’.
6. RESEARCH HYPOTHESIS

Return on Asset:

e HO: There is no significant difference in the performance of ‘Indian public and

private insurance companies’ in terms of Return on Asset.

o H1: There is a significant difference in the performance of ‘Indian public and private

insurance companies’ in terms of Return on Asset.

Claim Settlement:

e HO: There is no significant difference in the Claim Settlement efficiency of ‘Indian

public and private insurance companies.’

o H1: There is a significant difference in the Claim Settlement efficiency of ‘Indian

public and private insurance companies.’

Risk Management:

e« HO: There is no significant difference in the effectiveness of Risk Management

practices between ‘Indian public and private insurance companies.’

e« H1: There is a significant difference in the effectiveness of Risk Management

practices between ‘Indian public and private insurance companies.’
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7. DATA ANALYSIS & INTERPRETATION

Comparative Performance based on Return on Assets:

Return on Asset
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The two-tailed t-test for comparing the performance of ‘Indian public and private insurance
companies’ in terms of Return on Asset yielded a ‘critical t-statistic value’ of -2.39, with a
corresponding p-value of 0.032, which is deemed significant at the 5% level of significance.
Given the observed negative t-statistic, we ‘reject the null hypothesis (HO0)’ that posits ‘no
significant difference’ in the performance of ‘public and private insurance companies.’
Therefore, we ‘accept the alternative hypothesis (H1)’ suggesting a ‘significant difference’ in
the Return on Asset between the two sectors. This implies that, on average, private insurance
companies (Mean = 75.4, SD = 3.86) exhibit a higher Return on Asset compared to public
insurance companies (Mean = 68.4, SD = 8.38). The lower mean and higher standard
deviation for public insurance companies suggest not only a lower average performance but
also greater variability in their Return on Asset compared to their private counterparts. This
result underscores the significance of considering the ownership structure when evaluating

the financial performance of insurance companies in the Indian market.
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Comparative Performance based on Claim Settlement:

Claim Settlement
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The two-tailed t-test comparing Claim Settlement efficiency in ‘Indian public and private
insurance companies’ resulted in a significant finding, with a ‘critical t-statistic value’ of -
2.20 and a corresponding p-value of 0.027 at the 5% significance level. This led to the
‘rejection of the null hypothesis’ (HO) that posited ‘no significant difference’ in Claim
Settlement efficiency between the two sectors, in favour of the alternative hypothesis (H1)
indicating a notable disparity. The mean Claim Settlement for private insurers (Mean =
98.52, SD = 1.02) exceeded that of public insurers (Mean = 88.04, SD = 14.98), suggesting a
superior efficiency in processing claims by private insurance companies. However, it is
crucial to note that the considerable difference in means is influenced by outliers, specifically
Agriculture Insurance Co. of India Ltd. (66.71) and Export Credit Guarantee Corporation of
India Ltd. (55.51). When considering the Claim Settlement means for the remaining 8 public
insurance companies (Mean = 94.77), the overall difference might not be as pronounced.
Despite the impact of outliers, the statistically significant result emphasizes the need for a

nuanced analysis when assessing performance metrics in the presence of extreme values.
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Comparative Performance based on Risk Management:

Risk Management
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The two-tailed t-test for assessing the effectiveness of Risk Management practices in ‘Indian
public and private insurance companies’ produced a significant result, with a ‘critical t-
statistic value’ of -2.53 and a corresponding p-value of 0.012 at the 5% level of significance.
Consequently, the null hypothesis (HO) stating ‘no significant difference’ in the effectiveness
of Risk Management practices between the two sectors is rejected in favour of the alternative
hypothesis (H1), indicating a notable distinction. The mean Risk Management score for
private insurers (Mean = 7.8, SD = 2.57) exceeds that of public insurers (Mean = 5.5, SD =
1.27), highlighting a superior effectiveness in risk mitigation strategies employed by private
insurance companies. This statistically significant result underscores the importance of
ownership structure in influencing the approach to risk management in the Indian insurance
market, with private insurers exhibiting a higher average effectiveness compared to their
public counterparts.

8. CONCLUSION

In conclusion, this study aimed to assess the comparative performance of ‘Indian public and
private insurance companies’, focusing on Return on Asset, Claim Settlement efficiency, and
Risk Management practices. The results reveal significant disparities between the two sectors
in all three aspects. The analysis indicates that private insurance companies exhibit higher
Return on Asset and superior Claim Settlement efficiency compared to public insurers.
Additionally, private insurers demonstrate a greater effectiveness in Risk Management

practices. These findings underscore the nuanced dynamics within the Indian insurance
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market, suggesting that ownership structure plays a pivotal role in shaping the operational
efficiency and risk management strategies of insurance companies. This study contributes
valuable insights for stakeholders, policymakers, and industry participants, providing a
comprehensive understanding of the performance metrics that influence the competitive

landscape in the Indian insurance sector.
9. RECOMMENDATIONS

The study's findings, highlighting significant differences in the performance metrics of public
and private insurance companies in India, offer insights that can inform strategic
recommendations for the industry. Firstly, public insurers may benefit from revisiting their
risk management practices enhancing effectiveness, aligning them more closely with the
demonstrated efficiency of their private counterparts. This could involve leveraging advanced

analytics, technology adoption, and a proactive approach to identify and mitigate risks.

Furthermore, recognizing the observed disparities in Return on Asset and Claim Settlement
efficiency, public insurance companies could explore opportunities for process optimization
and innovation. Investing in streamlined digital processes, enhancing customer service, and
addressing any inefficiencies in claim settlement procedures may contribute to narrowing the

performance gap and bolstering competitiveness.

For private insurance companies, the study affirms their strengths in Return on Asset, Claim
Settlement, and Risk Management. However, maintaining this competitive edge requires a
continued focus on innovation and customer-centric approaches. Private insurers should
explore avenues for technological advancements, ensuring they stay at the forefront of

industry trends and continuously improve customer experiences.

Regulators and policymakers may find these findings useful for refining regulations and
frameworks that govern the insurance sector. A nuanced understanding of the performance
dynamics between public and private insurers can aid in crafting policies that foster healthy

competition, innovation, and improved consumer outcomes.

Lastly, the outliers influencing the Claim Settlement mean for public insurers suggest a need
for a closer examination of individual companies within this sector. Identifying and
addressing unique challenges faced by certain public insurers, as evidenced by the outliers,

could contribute to a more accurate representation of the sector's overall performance.
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