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Abstract
The paper entitled as “The Determinants of Growth Barriers 
and Influential Growth of Indian Non-Life Insurance Industry” 
is an attempt to understand and discuss about the factors that 
acts as growth barriers for the future development of the Indian 
General Insurance Industry vis-a-vis Odisha as well as what are 
the influencing factors that acts as success factors for growth and 
development of the Industry. In this paper an attempt is made to 
study the user’s perception on the different factors acting as growth 
barriers as well as influential factors for the future development of 
Indian general Insurance industry. It is observed that the general 
insurance industry has got a very slow growth in India due to 
different factors. India’s general insurance penetration and density 
which are the important indicators to measure the growth and 
development of the insurance industry is very low as compared to 
many developed countries. Though after the privatization of the 
Indian insurance industry, there is a sea change observed within 
the industry with respect to different parameters like numbers, 
premiums, policies, branch offices, amount of investment, redressal 
of consumer complaints, still it is not up to the mark when compared 
to other developed countries. As per the formulated problem of the 
study and derived objectives, different areas have been identified 
which have been clearly studied and evaluated on the basis of 
extensive literature review and through primary data source. On 
the basis of primary data source, this chapter has been prepared 
to examine reasons of this slow growth as well as different factors 
responsible for the success and development of the industry. 

Keywords
Penetration, Density, Un-bundling Features of Products, Quick 
Settlement of Disputes, Redressal of Consumer Disputes, 
Awareness, Affordability. High Initial Capital Outlay and Under-
Writing Skill

I. Introduction
Though the non-life insurance possess so many socio economic 
significance, it is not accepted by the majority of the Indian masses 
and is hardly a priority of the Indians due to so many reasons like 
lack of awareness, lack of affordability capacity, improper channel 
of distribution, lack of suitable and innovative products, lack of 
buying capacity, product mis-selling and many more (Kamble et 
al. (2009). It can be said that India’s insurance market is a seller’s 
market rather than the buyer’s market.  
Global Comparison- Indian insurance market is the 19th largest 
globally and ranks 5th in Asia, after Japan, South Korea, China 
and Taiwan (SWISS RE, SIGMA). While the current FDI in Indian 
insurance companies is set at 26%, the Indian Government Budget 
2011-02 passed the bill to raise the cap to 49%, and now it is 
supposed to be implemented (Insurance News, July, 2012). Europe 
and America is the world’s largest and second largest insurance 
market where as in non-life insurance market, North America is 
the world’s largest and Europe is the second largest and next to it 
(SWISS RE, SIGMA). The Indian non-life insurance density and 
penetration a share to population and gross domestic product was 

laughable. Penetration in the year 2001 was .56% and increased 
to .60%  in the financial year 2006-2007.At the end the of the 
calendar year 2010-11 the figure touched  at .71%  and   which is 
a less little to world average (2.9%) and  few world highest rate are 
USA (4.5%), Russia  (2.3%), Brazil.(1.5%), Hong Kong (1.3%) 
Japan (2.1 %.).The non-life insurance industry density (per capita 
contribution in USD) at the calendar year end of 2006 of India was 
5.2% and it became 8.70%. during the year 2010-11  and few world 
highest are USA (2127%), Russia  (290.4%),Brazil (52.9%) ,China 
(157.7%) Japan (917 %.) (IRDA Annual report, 2011).

II. Literature Review
Hydery (2002) has stated that the insurers to become success have 
to impart training to the intermediaries, provide required capital 
and quality service, make efforts to attract and retain quality people 
and pressure on the use of information technology.
Lakhotia (2003) has stated that the insurance companies in order 
to increase penetration, workshops should be conducted for the 
existing and prospective clients and the insurance advertisements 
should dream about selling more insurance in order to increase 
the market penetration.
Kapoor (2003) has suggested that, in order to be successful, the 
insurance companies have to be innovative, select the right type 
of distribution channel, offer continuous training, educate the 
customer, provide quality service to customers and follow prudent 
investment pattern to increase the customer base. 
Kamble et al. (2009), in their study, analyzed the perceptions of 
customers and  they also evaluated how well the factors like service 
quality, Performance, reliability, responsiveness, competence, ease 
of use, product portfolio, security, credibility, completeness of 
information act for success of the industry.
IRDA, IMacs Analysis (2010) analyzed that efficient pricing, 
underwriting skills, stronger claims management system, cost 
control measures, superior customer service, continuous product 
innovation, timely reforms are the key success factors in this 
sectors.
IRDA AMaCS (2011), analysis tells that efficient pricing/
underwriting skills, stronger claims management, cost control 
measures, superior customer service, continuous product 
innovation, and timely regulatory reforms will be the key factors 
for success in this general insurance sector.
Global Consumer Insurance Survey (2012) analyzed that for 
success of the industry  price is important, but brand value and 
service are more important than price. So good claims experience 
and, understanding the needs of different customer segments are 
necessary for success.. 
WWW.Scribd.Com (2012), analyzed that in order to succeed 
in general insurance business it is very necessary to Designing 
new strategies, Move towards rural market, Motivation of sales 
force and Use of internet, Environmental issues like political factors 
affecting Insurance Industry.
Sirajudeen (2012) discussed that other than customer service, 
retaining a Customer, time based competition, quality, product 
range, timely advertisement, follow up, prompt and error free service 



IJMBS Vol. 4, ISSue 4, Spl - 1 oct - Dec 2014 ISSN : 2230-9519 (Online)  |  ISSN : 2231-2463 (Print) 

w w w . i j m b s . c o m 16   InternatIonal Journal of ManageMent & BusIness studIes

is the critical success factors for the success of the industry.
According to Bric data,(International Insurance News, 30.1.12) 
India’s population growth and low insurance penetration rate 
combined with rising awareness will be the key growth factors 
for the insurance industry to go forward.
Kavitha, Latha and Jamuna (2012) told that the Factors induce to 
take policies in General insurance are like courtesy of staff, product 
price, response time, speed in claim settlement, amount settled by 
the company and transparent of the policies etc.
Srinivasa (2000) has emphasized that the Low incomes, social 
structure, lack of understanding among the public, lack of 
availability of new schemes are the main reasons for low priority 
of insurance in India. 
Tapen Sinha, (2008) observed that high population growth rate (1.7% 
of average growth rate over last 10 years) and lack of awareness 
are two important factors, which restricts the improvement of the 
insurance density of India as compared to other countries .
Jimmy John (2002) has analyzed that inadequate distribution 
channels, inadequate capital and human resources, reaching out 
to the rural masses and the complex nature of the government 
policies were the problems for the success of the industry and acts 
as barriers of the Industry.
Shobhit and Sanjay (2004) have identified some of the important 
reasons for the failure are like Perception of insurance by the 
people as an additional burden rather than as a means to reduce 
risk,differences in the objectives and expectations between urban 
and rural policyholders and the failure of the private players to offer 
products that would suit the requirements of the rural mass. 
Ramaprasad (2012) said that mis-selling of products and customers’ 
low knowledge about products still were issues plaguing the 
industry and acting as a barrier for the industry.
Saat, (2011) in his paper highlighted that less awareness and lack of 
knowledge about insurance activities, legal compulsion and delay 
in claim settlement, low risk coverage and high premium are the 
most important growth barriers for the insurance industry.
Jampala and Polavarapu Adilakshmi (2006) have identified the 
major challenges and obstacles for Indian non- life Insurance 
Companies are the stringent solvency norms, expense over runs, 
new business strain, and low agent productivity, not getting qualified 
agents, high attrition level of agents, low average premiums and 
high competition in the market place.

III. Statement of the Problem
Having observed the development in the non-life insurance sector 

in a liberalized environment over a decade it is felt that the focus is 
to be made on certain critical issues. As there is dearth of specific 
studies, this attempt is made to study about influential factors acts 
for the future growth and reasons of slow growth of insurance 
sector in India Vis-à-vis Odisha also.
The research questions for the current study were formulated as 
follows.

What are the major drivers for the success of the Indian general • 
insurance industry?
What are the growth barriers to the general insurance industry • 
of India Vis-à-vis Odisha?

IV Objectives of the Study
To study and analyze the different factors acting as growth 1. 
barriers of Indian general insurance industry.
To identify and analyze the influencing factors for the future 2. 
development of the Indian general insurance industry.

V. Database and Research 

A. Methodology 
Based on the research problem, the approach of this research has 
been divided in to the secondary as well as primary method of data 
collection, analysis of data, results and discussion and conclusion. 
This design is used to identify the factors that affect the mindset of 
the individuals regarding the future growth and growth obstacles of 
the Indian general insurance industry vis-à-vis Odisha. The factors 
that were identified and studied across for the future growth and 
barriers are given in tables.The primary data was through SPSS and 
in-depth interviews with the policy holders of general insurance 
companies. The study groups consisted of customers of general 
insurance companies based on different demographic profile. The 
strata included two types of company’s viz., private and public. The 
respondents (insurance policy holders) were based in Odisha.

VI. Analysis
It is being observed that Indian General Insurance Industry is 
far behind the other countries of the world on the basis of low 
penetration and density (T.Sinh,2004).To analyze the industry’s 
growth and development, the below table tries to make a comparison 
with respect to penetration and density between India and other 
developed countries, through which the development scenario in 
Indian can be inferred.

Table 1: General Insurance Penetration (USD)
Country 2001-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11
India 0.56 0.67 0.62 0.65 0.61 0.60 0.60 0.60 0.60 0.71
China 0.86 0.96 1.03 1.05 0.92 1.00 1.10 1.00 1.1 1.3
Brazil 1.78 1.74 0.68 1.63 1.68 1.60 1.60 1.60 1.5 1.5
Russia 1.51 1.81 2.13 2.21 2.15 2.30 2.40 2.30 2.5 2.3
United States 4.57 4.98 5.23 5.14 5.01 4.80 4.70 4.60 4.5 4.5
United Kingdom 3.45 4.56 4.75 3.68 3.55 3.40 3.00 2.90 3.00 2.9
Japan 2.21 2.22 2.20 2.25 2.22 2.20 2.10 2.20 2.1 2.1
South Africa 2.78 2.86 2.92 2.95 3.03 3.00 2.80 2.90 2.9 2.8
World 3.15 3.38 3.48 3.43 3.18 3.00 3.10 2.90 3.0 2.9

Source: Compiled from IRDA Annual Report includes specialized insurance companies (ECGC & AIC.) 
 
It is clearly evident from the table no. (1.1) that the general insurance penetration in India is very low as compared to the international 
standards in general and the rural sector in particular. The study reveals that India is far behind the other countries of the world. It 
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is clear that on the basis of low penetration and density the general insurance companies of India have a lot of scope for present as 
well as for the future also.

Table 2: General Insurance Density (World Wise Comparison) (USD)
Country 2001-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11
India 2.4 3.0 3.5 4 4.4 5.2 6.2 6.2 6.7 8.7
China 7.8 9.2 11.2 12.9 15.8 19.4 14.7 19.3 40 52.9
Brazil 53.2 45.0 46.8 55.2 72.1 88.4 106.9 129.1 123.8 157.7
Russia 32.6 43.5 64.3 89.6 116.5 146.9 203.3 268.1 276.4 290.4
United 
States 1664.1 1799.0 1980.0 2062.6 2122.0 2134.2 2164.4 2177.4 2107 2127

United 
Kingdom 825.9 1199.7 1441.4 1318.0 1311.9 1327.1 1383.2 1275.7 1051 1060

Japan 701.1 714.7 768.0 830.8 790.4 760.4 736.0 829.2 240 917
South 
Africa 69.1 64.8 107.4 141.0 156.2 160.2 159.5 163.6 163.9 200

World 158.2 175.6 202.5 220.0 219.0 224.2 249.6 264.2 253.9 263.0
Source: Compiled from IRDA Annual Report includes specialized in companies ECGC & AIC.

It is observed from the table no. (1.1), that the General Insurance Density in India is too low as compared to the world levels. The 
world wise comparison clearly explains that the general insurance density in India has increased from $2.4% in 2001 to $ 8.7% in 
2011, while in the case of United States, it increased from $1664.1% to $ 2127.4% during the same period. Even the developing 
countries like China, Brazil and Russia registered an impressive growth in the General Insurance density than India.                                           
It is observed from the below mentioned diagram 1.1&1.2 that General Insurance Industry which is otherwise termed as Non-life 
insurance industry could not able to match the pace with the overall Insurance Industry growth of India. The distinct gap in between 
overall insurance industry and general insurance industry can be clearly seen in the above graph. The same tendency also observed 
with density (Dia-1.2) with respect to General Insurance and Life Insurance Industry in India.

Diagram  1.1  Insurance Penetrations in India

Diagram 1.2 Insurance Density in India
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Barriers for the Future Growth of General Insurance Services
It is being observed from the study that growth of Indian insurance industry is very slow when compared with developed countries and 
so also Odisha’s general insurance industry. The main reason of slow growth is that lack of awareness, Un-educated people, Lack of 
financial strength, mis-selling., Lack of skilled man power, Low income, Lack of buying habits, Poor agency network, Unnecessary 
delay in payment of damage cost, Poor understanding of the insurance concept, and people of India are buying insurance as a tax 
saving instrument or due to an investment tool rather than seeing insurance as a risk mitigation option.
So to study the most important factors responsible for the slow growth of non-life insurance services in Odisha as per the policy 
holder’s remark, the survey was conducted by taking in to consideration few important factors. The insured were asked to cite the 
most important factors and to rank them for the slow growth of the general insurance industry in Odisha. The study reveals the 
following results.

Table 3: Barriers and Future Growth of General Insurance Services

Factors
First
Importance
w-3

Second
Importance
w-2

Third
Importance
w-1

Level score of
Importance and Rank

Income level of people 23% 24% 15% 22%  (3)
Awareness level of customer 32% 28% 12% 27.33% (1)
Delay in settlement of grievances 25% 26% 10% 22.83%(2)
Poor agency network 12% 0 15% 8.5%
Poor cooperation of agents and employees 0% 2% 10% 2.3%
Lack of buying habits of customers 8% 12% 0% 8%
Delay in payment of monetary 
compensation 0% 10% 18% 6.33%

Total 100% 100% 80%

Source: Primary data.

W stands for weights to calculate level. (W1- W3)  (W1 least 
important, W3–most important)

On the basis of insured remarks table (1.3) reveals the factors 
that acts as barriers for the future growth of General Insurance 
Services in Odisha. The same table value is represented through 
the following diagram to show the factors responsible for the 
future growth in the industry as in rank basis.

Diagram-1.3 Barriers and Future Growth of General Insurance 
Services(In numbers)

              
Source: Primary data

ILP-Income level of people, ALC-Awareness level of customer, 
DSG- Delay in settlement of grievances, PAN- Poor agency 
network, PCAE- Poor cooperation of agents and employees, 
LBHC-Lack of buying habits of customers , DPMC-Delay in 
payment of monetary compensation  
From the above diagram it is cleared that the sampled respondents 
ranked the awareness level of customers (ALC) as their first 
preference giving highest score (102), Delay in settlement of 
disputes (DIS) as 2nd preference (80) and Income level of people  
(73.6) as their 3rd preference. 

VII. Factors for Future Growth and Success
From the extensive literature review  the study identifies  many 
influential factors which General Insurance Industry of India should 
take in to consideration  for future growth and to become success 
in  future .These are  like Easy settlement of disputes, Quick 
payment of damage cost ,creating public relation through creating 
public awareness, Smart marketing, Effective underwriting, and 
Effective claim Management system, Clarity in explaining financial 
implication, Timely informing about new schemes, Facilities of 
after sales service, training to agent, giving incentives to agents 
and policy holders and offering cross selling, Swot Analysis of 
competitor, tie-up with foreign partners, environment location 
and political condition of a particular country, management vision 
and capabilities and also the role of information technology. 
After going though literature review some of the most important 
influencing factors have been identified and administered to the 
respondent through questionnaire to rank them and the results 
are given below. To get a clear picture regarding the factors for 
the future growth of the industry insured views were asked and 
the result is as follows.

Table 4: Influencing Factors and Future Growth

Factors
First
Importance
w-3

Second
Importance
w-2

Third
Importance
w-1

Level score of
Importance and 
Rank

More 
advertisement 10% 20% 25% 15.83%

Highly satisfied 
Service 32% 25% 24% 28.33% (1)

General 
awareness 
program.

28% 22% 22% 25% (2)

Redressal of 
consumer 
complaints

26% 22% 20% 23.66% (3)
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Introducing 
innovative 
schemes.

4% 11% 9% 7.16%

Total 100 100 100

Source: Primary data.          
W stands for weights to calculate level. (W1- W3)  (W1 least 
important, W3–most important)

The above table indicates the important reasons that act as the 
influencing factors for the future growth on the industry. It is 
being observed from the respondent’s view that (35%) of the total 
insured takes Highly satisfied Service as their first choice, which is 
followed by reasons like Conducting general awareness program 
(28%) as 2nd choice and Redressal of consumer complaints (26%) 
as 3rd influencing factor for  future growth of  the general insurance 
industry. It is observed that level score also ranks the same factors 
like Highly satisfied service as1st, General awareness program 
as 2nd, Redressal of consumer complaints as 3rd   important 
factors that influence the future growth of the General insurance 
industry. 

VIII. Results and Discussions
It is pointed out from the study that Odisha’s General Insurance 
Industry is lagging behind the other  states and the factors acts as 
barriers for the growth of the industry are like Lack of Awareness 
of customer (27.33%) 1st, followed by Delay in settlement of 
disputes (22.83%) 2nd, Low Income level of people 22% (3rd), 
Poor agency network (4th), lack of buying habits of customer 
(5th), Delay in payment of monetary compensation (6th) and 
Poor cooperation of agents and employees is last factor. So it can 
be concluded that the main obstacle for the growth of General 
Insurance Services in Odisha is lack of awareness among the people 
followed by delay in settlement of disputes. All Insurers should 
take the necessary steps by conducting meeting and awareness 
program , giving advertisement in news paper and different T.V 
channels to make awareness among people to go for different 
general insurance schemes .
From the study regarding the most influential factors for future 
growth and development of the industry, it may be inferred that 
whatever may be the sex, living place, education, occupation but 
the overall perception of the customers is that highly satisfied 
customer service & general awareness program and redressal of 
consumer disputes are the most motivating factors for the future 
growth of the general insurance industry. In India to achieve the 
objective of growth of insurance business, new private players  
should not treat government as a rival, rather should integrate 
with each other with a common objective to increase density, 
penetration and for a whole development of the Indian insurance 
industry. 

IX. Conclusion
India is geographically large and has the world’s second largest 
population, but it also has one of the under develop Insurance 
industry. (R.Kumar-2011).So the Indian General Insurance 
Companies should identify the factors related to the success of 
their organization, since failure in achieving the goals related to 
these factors may lead to the failure of the organization. Influential 
factors will help the organizations and its personnel to focus 
on different areas in which to invest their resources and time 
and to achieve success. The factors responsible for growth and 
development are the specifically consumer awareness, increase 
in income, increasing in literacy level and introduction of more 

and more innovative products. These factors have been a driving 
force for the development of insurance industry of India thereby 
changing prevalent attitude of the Indian insurance consumers. 
Every General Insurance Company must try to remove their  
barriers to successful performance, because that deters them 
from growth and development. So, enlisting the factors that act 
as barriers to performance for the General Insurance of India and 
making attempts to overcome that will play a vital role for the 
success of the general insurance industry as well as increasing the 
density and penetration level of Indian general insurance industry. 
From the study it can be concluded that in India general insurance 
companies have a lot of scope for present as well as for future 
as there is vast untapped market .The situation also reflects the 
fact that India’s insurance market is still in its infancy, meaning 
good growth potential . Today, in this liberalized world, in order 
to survive, grow and to do better performance the insurance 
companies have to ensure quality products at a competitive price. 
Their survival depends upon their performance in profitability, 
productivity, efficiency and service quality.
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