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Abstract: The competition in the Indian insurance industry has been greatly altered due to the
liberalization and globalization making both threats and opportunities to the Life Insurance Corporation
of India (LIC). An institution of amassing savings, financial security, and economic development of India
by playing a critical role in mobilizing the savings of India, LIC is a state-owned monopoly which was
founded in 1956. Nevertheless, with the establishment of the Insurance Regulatory and Development
Authority (IRDA) Act of 1999, the market was open to foreign and domestic competitors, which has
resulted in the increase of competition, the rapid growth of technologies and changing consumer
preferences.

The research is a secondary qualitative study that investigates the strategic position of LIC in this
changing environment through the data available based on annual reports, IRDAI publications,
academic journals, and industry sources. It is identified that the challenges of LIC include the loss of
market share, the lack of rapid digital technologies adoption, the change of regulatory principles, and
the change of customer behavior. Simultaneously, globalization presents LIC with a number of
opportunities to develop, including globalisation, diversification in products, digitalisation, and strategic
partnerships with fintech and global insurers.

The paper offers practical suggestions, such as the utilization of a digital-first approach, the upskilling of
the workforce, product design innovation in the millennials and Generation Z, and using data to make
decisions. It arrives at the conclusion that LIC should take advantage of its legacy of a strong brand and
accept the challenge of modernization in order to compete. Covering its challenges and capitalizing on
the new opportunities LIC can be sure of sustainable growth and remain as an important participant of
the financial inclusion in India and the insurance market in the world.

Keywords: Life Insurance Corporation of India (LIC), Liberalization, Globalization, Insurance Sector,
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I. INTRODUCTION

Insurance industry is of utmost use in guaranteeing financial security, risk management, and long-term capital
formation in any economy. The life insurance sector in India has played an economic role in building the economy in
terms of saving mobilization and financial security of its population and households. A domineering state-owned
player, the Life Insurance Corporation of India (LIC), which was founded in 1956 by nationalizing 245 private-owned
insurance firms, has managed to maintain near-monopoly in the life insurance segment over a period of more than four
decades. LIC has been instrumental in the process of channelling domestic savings into productive investments, as well
as infrastructure development, and India GDP has increased because of it.

In 1991, Indian economy experienced massive structural reforms that resulted in liberalization, privatization and
globalization (LPG). In these reforms, Insurance Regulatory and Development Authority (IRDA) act of 1999 was
enacted which opened the insurance sector to foreign and domestic enterprises, ending the monopoly of LIC. This
movement brought in stiff competition, technology and customer oriented practices and changed the face of insurance.
Globalization also brought an insurance sector in India in touch with the international markets, which attracted foreign
direct investment (FDI) and the implementation of the global best practices. Whereas this has increased consumer
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options and boosted the quality of services, it has equally presented severe challenges to LIC especially in terms of
maintaining its strong market share in the face of fierce competition by the private players like HDFC Life, ICICI
Prudential and SBI Life.
With such dynamic environment, the urgency to evaluate the position of LIC in the liberalized and globalized insurance
market has emerged. It is important to know the challenges and opportunities that LIC is facing in order to come up
with the strategies of sustainable growth and relevance (Ray et al., 2020).
This research has three objectives:

e To define the most important issues LIC has encountered after the liberalization.

e To seek opportunities arising as a result of globalization and technological developments.

e Torecommend strategic options that will help LIC to be competitive and realize growth in the long-term.
The study questions which will guide the study are:

e  What has been the effect of liberalization on market share and operation of LIC?

e  Which are the main issues that LIC faces within a globalized market?

e  What are the possibilities that LIC can use to guarantee its future development?
This paper is based on the secondary qualitative research, which is a review of published reports, industry
commentaries, and scholarly articles to critically discuss the strategic placement of LIC in the dynamic insurance
context.

II. LITERATURE REVIEW
Idea of an Insurance and its significance.
Insurance stands out as an important financial tool that is meant to protect against the threat of financial loss. It
functions under the principle of risk pooling because individuals or entities give up the risks to an insurance company in
exchange of premium payments (Rejda & McNamara, 2020). Life insurance, specifically, is rather important since it
provides financial stability to the families of the policyholders in case of the insured person dying. In addition to
personal insurance, life insurance gathers household savings and invests them in long-term investments, which leads to
economic growth and capital formation (Al-Sheyab and Alrawashdeh, 2021).
The most important life insurance activities are risk management, mobilizing resources, social security, and the
enhancement of financial stability. Within the Indian context, the life insurance is not only a financial planning tool but
a mechanism of social welfare especially in the rural and low-income society. Therefore, the industry plays a central
role in the attainment of inclusive economic growth.

The Insurance Sector Liberalization.

The Indian insurance sector has experienced an incredible change in the past decades. In India, life insurance started in
the year 1818 under the name Oriental Life Insurance Company in Kolkata but it was quite unregulated until the early
20 th century (Bawa & Ruchita, 2011). Life Insurance Corporation of India (LIC) was set up in 1956 when
nationalization of 245 privately owned companies gave LIC a monopoly in the market of the life insurance over a span
of over forty years.

In 1991, the sector changed its fortunes with the economic reforms that came with liberalization, privatization and
globalization. The Insurance Regulatory and Development Authority (IRDA) Act of 1999 was a step towards freedom
where the sector was opened to the foreign collaborations and the entry of private insurers. This enabled foreign direct
investment (FDI) in the industry in the beginning restricted to 26 percent, and subsequently to 74 percent to attract
international involvement (IRDAI, 2023).

Reports like those published by Panda and Sahu (2019) point out that after the Indian insurance market was liberalized,
the industry experienced a high rate of premium collection, product diversification, and innovation in the services.
Nevertheless, it also increased competition which forced LIC to evolve in accordance with the new business trends in
order to maintain the leading position (Suryanto et al., 2020).

359

7 1sSN

Copyright to IJARSCT EI.’@"EI DOI: 10.48175/IJARSCT-28946
www.ijarsct.co.in b Bt ey

| 2581-9429 |}
R\ UARSCT /7




({ IJARSCT

xx International Journal of Advanced Research in Science, Communication and Technology
IJARSCT International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal

ISSN: 2581-9429 Volume 5, Issue 1, September 2025 Impact Factor: 7.67

The Concept of Globalization and the Effect it has on Insurance.

Globalization has redefined the insurance industry by unifying national markets with the world financial systems. With
the entry of multinational insurers, Indian market has acquired high-tech technology, new products and global best
practices (Swiss Re, 2022). Players in the global arena have also established new standards in terms of operational
efficiency by launching customer-centric models (i.e., customized policies and digital service platforms).

Underwriting, claims management and fraud detection have been transformed by trends including insurtech, artificial
intelligence (AI), and big data analytics. Although globalization has improved quality of service and customer
experience, it has also introduced international risks such as fluctuation of currencies and global financial crisis to
domestic insurers (OECD, 2021). This twofold influence highlights the necessity of LIC coming up with strong
international strategies.

Previous Research on LIC

Before the liberalization, LIC was a monopoly with a monopoly market share that controlled the life insurance sector
over a vast territory both in the urban and rural regions (Srivastava and Nigam, 2018). It had the reputation established
by the state that created a lot of customer trust and loyalty. Nevertheless, after 2000, the market share of the LIC began
to decrease slowly with the entry of the private insurers with innovative products, aggressive marketing campaigns, and
technological infrastructure superiority.

According to studies by Kaur and Mishra (2020), LIC is still a market leader, but it has issues of customer retention,
operational efficiency, and digital transformation. It has also been proposed that although it has its strengths, LIC has
been lagging behind its competitors in the private sector with respect to its use of modernized technology and other
highly customized services.

Identified Research Gap

Even though there are a few studies that have been conducted to review the performance of LIC and the insurance
industry as a whole after the liberalization, there are no detailed studies that concentrated on the strategic positioning of
LIC in a globalised insurance environment. The literature available mainly talks about financial performance, market
trends and changes in policies given but there has been little focus on how LIC can use the globalization to boost its
competitiveness. The proposed researches aim to fill this gap by illuminating on the opportunities and challenges LIC is
experiencing, as well as providing information on the strategic directions in order to grow in the liberalized and
globalized environment sustainably (Khatwani et al., 2023).

III. RESEARCH METHODOLOGY

The study will assume a descriptive and analytical methodology to discuss the threats and opportunities that the Life
Insurance Corporation of India (LIC) is facing in the liberalized and globalised insurance market. To achieve the
objectives of this study, a descriptive approach would be the most suitable one because it assists in outlining the current
trends, issues, and developments in the insurance sector in a systematic manner, whereas the analytical aspect would
allow interpreting and evaluating secondary data to come up with meaningful results. It is a purely qualitative approach
that will be based on critical analysis of the existing literature, industry reports and comparison of market data offered
to comprehend the strategic position of LIC.

Data Collection Methods
The research is founded on secondary data only. The credible sources, which have been used to collect information,
include:

e  Annual reporting of LIC and other insurance companies.

e Publications and regulatory guidelines by IRDALI.

e Indian financial and insurance sectors are reported on by the government.

e Research papers, journals and academic publications, and industry white papers.
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Business main stream news outlets like The Economic Times, Business Standard and Moneycontrol.

Credible insurance and financial sites that give market performance figures.
Such a variety of sources guarantees the reliability and validity of the data and offers the overall view on the
performance of LIC and its problems.

IV. SAMPLING AND ANALYSIS
The research employs comparative analysis to measure the performance of LIC with leading competitors in the major
private industry such as HDFC Life, ICICI Prudential and SBI Life Insurance. Such indicators as market share,
premium income, growth of policyholders and digital adoption are analyzed. The analysis is directed to the
identification of the patterns, trends, and gaps in strategies of LIC in comparison to its competitors.

Scope and Limitations

This study is limited to the life insurance aspect of insurance business in India. The period of study is between 2000 and
2025 and it enables one to gain an all-encompassing insight on the transition of LIC after liberalization as well as in the
course of globalization.

The study is however constrained by the use of secondary data which may not be able to reflect on real time
developments as well as internal organizational issues. Also, the attention that is paid to the chosen private insurers
might not be a complete reflection of the competitive environment. Irrespective of these shortcomings, the methodology
offers a strong basis on which the strategic positioning of LIC can be evaluated in the current market.

V.INTRODUCTION TO THE LIC AND THE LIBERALIZED INSURANCE SECTOR.
In 1956, the LIC Act brought about the Life Insurance Corporation of India (LIC) when the 245 existing private
insurance companies were nationalized. Its invention was to secure a financial stability of the masses, especially in the
rural and semi-urban context as well as to mobilize household savings to the economic development of the country. In
the monopoly period (1956-2000), LIC commanded the life insurance market in full and had the full support of the
government and had an unmatched customer confidence. This wide branch network and reach to the rural areas enabled
it to be a symbol of economic dependability and social security in India.
The liberalization stage started with economic reforms of 1991 that stressed privatization and globalization. One of the
main events was the establishment of the Insurance Regulatory and Development Authority (IRDA) Act in 1999 that
liberalized the life insurance industry to both domestic and foreign partnerships. The action removed the monopoly of
LIC and brought in the competition of HDFC Life, ICICI Prudential and Max Life companies who frequently have
international insurers as their partners. These new competitors also introduced progressive technologies, customer-
focused policies, and new models of distribution, transforming the landscape of the industry.
In the recent situation, LIC is still a market leader, with about 58 percent market share in new business premium (2024),
which is far less than the nearly 100 percent dominance of the same in 2000 (IRDAI, 2024). By the year 2025, LIC has
assets of more than [?]49 trillion and has an enormous network of 13 lakh agents and policies across millions of
customers. The government partially disinvested in LIC and transformed it into a publicly listed corporation with the
landmark development of the Initial Public Offering (IPO) in May 2022. This was done in an attempt to achieve better
corporate governance and increase the transparency of operations of LIC.
Nevertheless, the number of private competitors has increased quickly through technological innovations that include
Al-driven underwriting, mobile application to manage the policy, and data analytics to produce custom products. Such
businesses are also proactive in marketing and contact with customers and provide faster services and advanced online
platforms. Although LIC still enjoys its brand heritage and reach, the competition points to the necessity of the
immediate modernization and customer-focused reform to remain in the lead in an extremely liberalized and globalized
market.
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The LICs are facing difficulties in the Liberalized and Globalized Insurance Sector.
The free competition and fast technological change has led to unprecedented competition in the insurance environment
forcing LIC to cope with a number of challenges relating to maintaining its market dominance.

5.1 Competition of Private and Foreign players.

With the introduction of the private players and multinational insurance companies, competition in the Indian market
has increased. The companies like HDFC Life and ICICI Prudential have embraced aggressive marketing strategies
where they have provided innovative products such as ULIPs and flexible premium plans. Digital platforms enable
these private insurers to pay much attention to customer convenience, whereas LIC continues to depend on the
traditional agent-based distribution system. As a result, the market share of LIC has been on a downwards trend, and it
has fallen to less than 60 percent in 2024, whereas it had been 100 percent in 2000 in the segment of life insurance. This
erosion is an indication that LIC needs to be in a hurry to realize its marketing and service delivery processes to match
the changing consumer expectations.

5.2 Technological Disruptions

Insurance The emergence of insurtech has transformed the industry. Fraud detection, predictive analytics, and
automated claims processing are among the technologies applied to detect fraud and include Al, blockchain, and big
data. Whereas the adoption of these tools by the private insurers has been rapid, LIC has not been embracing the latest
digital solutions, which restricts the opportunities to offer effective and real-time services. This technological disparity
forms operational inefficiency and worsens the competitiveness of LIC, especially with younger tech-sensitive
customers, who are inclined towards digital-first services (Deshmukh and Deshmukh, 2022).

5.3 Regulatory and Policy Challenges

Regulatory frameworks are on the run as the industry gets globalized. LIC is experiencing the demands of growing
compliance burden by IRDAI and other government agencies such as solvency requirements, reporting standards and
corporate governance requirements. Globalization also subjects LIC to more international financial regulation. The
process of adjusting to these complicated policies requires a strong internal system and impressive resource investment,
which places an extra burden on the functioning.

5.4 Customer behavior and Expectations.

The contemporary customers want personalized, transparent and fast services. The trend in online policy and online
interaction challenges the traditional business model of LIC which is more agent-driven. In addition, younger
generations demand products associated with investments and flexible premiums, in which the private players are
already ahead of their time. LIC should reestablish its products and services offerings and model and adapt to these
evolving consumer preferences (Swedloff, 2021).

5.5 Workforce and Organizational issues.

The workforce of LIC is large and experienced, but they are usually resistant to change. Most employees have been
used to old systems and practices and it is challenging to initiate digital transformation programs. Also, the
development of skills and cultural change is urgently required to become more productive and bring the organization
closer to the modern industry standards.

5.6 International Risk and Uncertainties.

The world is facing economic recessions and pandemics like COVID-19 which have major implications on LIC.
Market volatility has an impact on investment portfolios; an exchange rate has an impact on global operations. In
addition, international health epidemics boost the ratio of claims and hinder business continuity, which requires quality
risk management measures (Ray et al., 2020).
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VI. GLOBALIZATION AND THE INSURANCE MARKET AND ITS OPPORTUNITIES TO LIC.
Globalization despite the challenges has a number of opportunities that LIC can optimize on as a way of strengthening
its position and attain sustainable growth.

6.1 Internationalization.

One of the opportunities that LIC can use to enter the international markets is through its brand identity, mainly in the
Non-Resident Indians (NRIs). Cooperation with foreign insurers will allow access to new technologies and professional
knowledge that will allow LIC to enrich the range of products and geography.

6.2 Digital Transformation

The implementation of state-of-the-art technologies, including AI, machine learning, and blockchain, can improve the
working efficiency of LIC to a significant extent. As an example, chatbots that can be enhanced with Al can enhance
customer service, and blockchain is able to ensure the safety of policy transactions. The creation of mobile applications
and self-service portals will also be attractive to younger customers who desire to communicate digitally.

The diversity of the product serves as a means to secure greater market share while also allowing a firm to compete
effectively against new market entrants and substitute threats.</human|>Product Diversification and Innovation (6.3)
The diversity of the product is the means to achieve a higher market share as well as enable a firm to compete
efficiently with new entrants in the market and threats of substitutes.

LIC has the capacity to be innovative through the provision of Unit-Linked Insurance Plans (ULIPs), microinsurance
among the rural population, and sustainable insurance plans in accordance to the environmental, social, and governance
(ESG) principles. These services will be in addition to diversifying the sources of income and they will also meet the
new consumer demands (Mishra, 2018).

6.3 Strategic Alliances and Mergers.

Alliance creation with fintech companies, banks, and non-bank financial companies (NBFCs) will assist LIC in creating
co-branded products and enhance the efficiency of distribution. These relationships will help LIC to enter new markets
and improve services.

6.4 Availing Brand Trust and Legacy.

The competitiveness of LIC has been the long-term reputation of reliability. With its brand trust coupled with the
introduction of modern services, LIC will be able to serve rural and semi-urban underserved markets with cost effective
policies that meet their needs.

6.5 Government Support and Reforms.

Supportive infrastructure to develop financial inclusion is found in initiatives like Digital India and Jan Dhan Yojana
led by governments. Also, the rise in FDI limit to 74% provides an opportunity to LIC to invite foreign investments and
cooperate with international players to engage in more competitive practices (Lobanova, 2024).

VII. DISCUSSION AND ANALYSIS OF DATA.

A market trend analysis of the market trends between the years 2000 and 2025 has shown that LIC has changed a lot in
terms of its position in insurance market. In 2000 LIC controlled a 100 percent market share in new business premiums.
Nonetheless, this was down to 58% by 2024 due to the aggressive expansion of the private insurers. HDFC life and
ICICI Prudential have maintained better growth rates in premium income annually on the basis of their digital
initiatives and customer-centred models.

Premium growth rates of LIC have been steady and at a slower pace as compared to the private players. Whereas LIC is
dependent on its vast network of agents, the digital platforms of a private insurer lower operational expenses and
expand access to consumers with high-technology skills. Likewise, the private insurers have more attractive customer

acquisition and retention rates because of their tailor made products and excellent quality of service.
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Technologically, the advancement of the private competitors has been high as they have been incorporating Al and data
analysis into their operations. Conversely, the slower pace of LIC in adopting digital tools has produced a service gap,
especially apparent in claims settlement, and customer engagement.

The results are consistent with the literature review stating that although LIC still has a competitive advantage in a form
of brand trust and a vast network, it runs the risk of being further devalued unless it is modernized as soon as possible.
In the future, LIC will be successful by ensuring that it invests strategically in technology, product development, and
international collaborations that will help the company continue to lead in the liberalized and globalized insurance
market.

Recommendations

According to the evaluation of the challenges and opportunities, some strategic steps are advised in order to assist LIC
to reinforce its role in the liberalized and globalized insurance market.

Digital-First Strategy:

Copyright LIC should focus on digital transformation as a way of enhancing efficiency and customer satisfaction. The
investments in cutting-edge technologies, like Al, blockchain, and machine learning, can automate the procedures,
including the ones related to claims settlement, underwriting, and fraud detection. It is necessary to create mobile
applications and self-service portals that could attract tech-savvy customers that favor an online interaction (Mutuwa,
2024).

Upskilling Workforce:

In order to achieve an effective implementation of technological changes, LIC must concentrate on training and
retraining its employees. A set of training programs is to be implemented to provide employees with digital skills and
promote the change in their culture towards innovation and flexibility. This will lower internal resistance and will
improve productivity.

Millennials and Gen z Product Innovation:

The emerging generations require tailored, investment based, and long lasting insurance policies. LIC ought to be
innovative in offering Unit-Linked Insurance Plans (ULIPs), ESG-oriented policies and microinsurance to satisfy the
various customer segments, particularly in rural and low-income markets (Hasan et al., 2024).

Global Market Penetration:

The established LIC can also go global through strategic alliances with other international financial institutions and
insurers. This will offer international know-how, technology, and diversified markets especially to the Non-Resident
Indians (NRIs).

Greater Customer Interaction:

Customer loyalty is necessary to be built. To build trust and long-term relationships, LIC should introduce data
analytics-based personalization of customer experiences, open communication policies, and loyalty-related programs
(Rachman et al., 2025).

Data-Driven Decision Making:

Using big data analytics, LIC has the ability to understand customer behaviors, detecting new trends in the market and
make sound decisions to enhance competitiveness and expansion.

When these recommendations are put in sound practice, they will help LIC to maintain leadership in the market and be
able to adapt to the dynamic global insurance environment (Bousdekis et al., 2021).

VIII. CONCLUSION
Indian insurance market is liberalized and globalized, and this has changed the market environment, with both
opportunities and challenges to LIC. Having been a monopolistic giant, LIC is currently competing with stiff rivals
including the privates and foreign firms who are now utilizing technology, innovation, and customer-focused
approaches to gain market share. As pointed out in the study, LIC has a strong legacy, brand trust, and a large
distribution network, but due to its slow pace to adopt digital solutions and organizational resistance to change, it has
affected its growth potential.
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The critical insights show that the main problems that LIC has to face are loss of market share, technological upheavals,
changing customer demands, and international economic hazards. Nevertheless, globalization has also enabled LIC to
go international, partner with players across the globe, and combine its products to satisfy the need of other new
customer groups like millennials and Gen Z.

To succeed, LIC needs to become digital-first, invest in the development of its workforce, and prioritize innovation
without losing the values of trust and reliability that the company intends to stay faithful to. Government support
programs and strategic alliances, including Digital India, also give it a guideline toward development and
competitiveness.

Finally, LIC will be able to exploit opportunities and deal with challenges, which will shape its long-term sustainability.
In order to not only ensure its leadership role in the rapidly shifting liberalized and globalized environment, LIC can
also play an important role in ensuring that India is financially inclusive and its economy grows with the continued
contribution of the company. This change will make LIC continue to be a participant in the local and international
insurance markets.
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