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This study provides a comparative analysis of term insurance plans offered by
public and private sector life insurance companies in India. Term insurance is
one of the most affordable and straightforward life insurance products,
providing financial security to the policyholder’s family in case of an
untimely demise. The research aims to evaluate and compare the key features
of term insurance products, such as premiums, coverage amounts, policy
tenures, and additional benefits offered by both public and private insurance
providers. Additionally, the study will analyze the claim settlement ratios,
customer satisfaction, and the overall market performance of term insurance
plans across different sectors. The comparative analysis will highlight the
differences in pricing, benefits, and accessibility between public and private
sector offerings, helping consumers make informed decisions. The findings
aim to offer insights into how the competitive dynamics between public and
private insurers shape the Indian life insurance market
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1. Introduction

Term insurance, often regarded as one of the most
straightforward and affordable life
products, plays a pivotal role in providing financial
security to families in case of the policyholder’s
untimely death. With the increasing awareness of
life insurance products in India, term insurance has
gained significant popularity due to its cost-
effectiveness and simplicity. The Indian life

insurance sector is dominated by both public
sector

and private sector companies, each offering a
wide range of term insurance plans with
varying features(Sood et al., 2022). These
companies differ in terms of policy structures,
premiums, coverage, additional benefits, and
claim settlement ratios, making it crucial for

insurance
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consumers to compare their offerings before
making an informed decision.

This study aims to conduct a comparative analysis
of the term insurance plans offered by public and
private sector life insurance companies in India. It
will explore the key features of these plans,
focusing on factors such as premium rates, policy
terms, and customer satisfaction. By analyzing
these offerings, the study seeks to identify the
strengths and weaknesses of public and private
sector term insurance plans, thus providing
valuable insights to consumers, insurers, and
regulators alike (R. Kumar & Singh, 2023). The
findings will also shed light on how public and
private sector insurers compete in the evolving
insurance market and how these dynamics
influence the overall industry.

1. Public Sector Life Insurance Companies:
Public sector life insurance companies, particularly
Life Insurance Corporation of India (LIC), have a
long-standing history in the Indian insurance
market. They hold a significant share of the
market, primarily due to their established
reputation, government backing, and widespread
reach in both urban and rural areas. These
companies are mandated by the government to
cater to a broad population, including low-income
households and underserved regions (Czerwinska,
2016). Their term insurance offerings are often
perceived as more stable due to the financial
security provided by the government. While the
public sector remains dominant in the Indian life
insurance industry, the landscape has changed with
the rise of private sector competitors. Public sector
insurers tend to offer term insurance plans that are
relatively straightforward and affordable. However,
these products sometimes lack the flexibility and
customization options that private insurers offer
(Husain et al., 2024). Furthermore, the claim
settlement ratios and policyholder servicing in
public sector companies are often viewed as more
standardized, which adds a level of comfort for
conservative policyholders.

1. Private Sector Life Insurance Companies:

The private sector in India has seen remarkable
growth since the liberalization of the insurance
market in the late 1990s. Companies like HDFC
Life, ICICI Prudential, and SBI Life have carved
out significant market shares, particularly by
offering innovative products and a customer-
centric approach. Unlike public sector insurers,
private companies often emphasize customer
experience, digital platforms, and personalized
service (Kirti & Sarin, 2023). Their term insurance

plans tend to cater to a younger, tech-savvy
demographic that values flexibility and ease of
access. Private insurers also differentiate
themselves by offering a variety of term
insurance plans with customizable options,
such as the ability to add riders or increase the
sum assured. Additionally, their customer
engagement strategies, which include easy
claim processes and online premium payments,
have attracted a considerable number of new
policyholders. ~ However, despite  these
advantages, private sector companies face
challenges in building trust, especially when
compared to the long-established public sector
players. Their market penetration is still
growing in rural areas, where public sector
companies dominate.

2. Key Features of Term Insurance

Plans: Public vs Private Sector: Term
insurance plans are designed to provide life
coverage for a specific period at an affordable
cost. The primary features of term insurance
plans in both public and private sectors include
premium rates, coverage amounts, and the
duration of the policy. Public sector insurers,
like LIC, typically offer more basic plans with
lower premiums and straightforward terms,
making them attractive to those seeking
simplicity and stability (Kousky & Kunreuther,
2018). They are more likely to have longer
durations for policy terms, with lower
premiums being one of their main selling
points. On the other hand, private sector
insurers offer a wider variety of term insurance
products, which may include additional
benefits like critical illness cover, accidental
death riders, or premium waiver options. These
plans often come with more flexibility, such as
the option to customize the coverage amount or
term length. Additionally, private insurers tend
to offer more comprehensive customer support
services, including faster claim processing and
online account management tools (Pestieau,
1994). This flexibility and range of options
make private sector plans appealing to those
who are willing to pay slightly higher
premiums for added convenience and
customization.

4. Premium Rates and Affordability:

One of the major deciding factors for
consumers when selecting a term insurance
policy is the premium rate. Public sector
insurers tend to offer more affordable
premiums, especially for those in lower income
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brackets or those purchasing basic coverage. These
premiums are typically fixed and may increase
only marginally over time. Public insurers also
tend to offer better rates for policies with longer
tenures and for individuals in the lower age
brackets, making them an attractive option for
young families and senior citizens alike (Van Kleef
et al., 2018). In contrast, private sector insurers
often charge higher premiums, especially for term
insurance plans with added benefits like critical
illness riders or the flexibility to increase coverage
over time. While these plans might have higher
premiums, they offer enhanced features and faster
claim settlement processes. Private insurers also
provide more personalized pricing, factoring in an
individual’s health history, occupation, and
lifestyle choices (Muennig et al.,, 2011). This
personalized pricing, along with the ability to
access digital services, makes private sector plans
more appealing to certain consumers, especially
those seeking tailored insurance solutions.

5. Coverage and Sum Assured: An

In-Depth Comparison:

The coverage amount or sum assured is the benefit
that the nominee receives in the event of the
policyholder's death. Public sector insurers
generally provide term insurance plans with more
traditional sum assured options, which may be
lower compared to private sector offerings but are
often considered sufficient for the average
policyholder’s needs. The sum assured in public
sector plans is typically based on standardized
coverage amounts, and there may be fewer options
for customization in terms of additional benefits or
adjustments during the policy term (Tahir &
Alexander, 2020). Private sector insurers offer a
broader range of coverage options, allowing
policyholders to customize the sum assured
according to their financial needs. Additionally,
many private insurers offer flexible policies that
allow policyholders to increase the coverage
amount over time as their financial responsibilities
grow, such as when they get married or have
children (Dauch et al., 2009). This flexibility in
coverage options allows private insurers to cater to
a wider range of clients, especially those looking
for higher levels of financial protection and who
are willing to pay higher premiums for it.

6. Policy Tenure and Flexibility: Public vs

rivate Sector Plans:

Policy tenure refers to the length of time the
insurance policy remains active, and it is a key
component of term insurance plans. Public sector
insurers tend to offer longer policy tenures, often

up to 30 or 40 years, which makes them a
preferred choice for individuals looking for
long-term financial security (Andrews et al.,
2019). These policies are simple to understand,
with fewer variations or options for flexibility,
which appeals to policyholders seeking
stability. In contrast, private sector insurers
offer more flexibility in terms of policy tenure.
For example, many private insurers allow
customers to choose shorter or longer tenures
based on their preferences. They also provide
the option of revising the policy in terms of
increasing coverage or adding riders such as
critical illness cover or accidental death
benefits (Chetkovich, 2003). This flexibility,
combined with the ability to adapt the policy to
changing needs, is a significant advantage of
private sector offerings, particularly for
younger policyholders who may want to adjust
their coverage as their life circumstances
change.

7. Claim Settlement Ratio: A Measure

of Trustworthiness:

The claim settlement ratio (CSR) is a crucial
metric for evaluating the reliability of an
insurance company. It indicates the percentage
of claims settled by an insurer out of the total
number of claims received. Public sector
insurers like LIC are known for their high
claim settlement ratios, owing to their long
history and stable financial backing from the
government (Zhang et al., 2019). These
insurers are perceived as more trustworthy,
particularly by conservative policyholders who
prioritize financial security. Private sector
insurers, while competitive in terms of CSR,
often struggle with building the same level of
trust as public sector companies due to their
relatively shorter history and newer presence in
the market. However, many private insurers
are improving their claim settlement processes
by offering faster claims processing,
transparency in documentation, and an overall
better customer experience. Some private
insurers have even surpassed public sector
companies in terms of CSR in recent years,
particularly for policies with added benefits
like critical illness cover (Eisenberg &
Lanvers, 2009).

8. Additional Benefits and Riders in

Term Insurance Plans:

Riders are additional benefits that can be added
to a term insurance plan for an extra premium.
Public sector insurers offer basic riders, such
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as accidental death benefits or premium waivers, as
part of their standard term plans. These riders can
help enhance the coverage, but the range of options
is often limited when compared to private insurers.
The additional benefits in public sector plans tend
to be more standardized, with less room for
customization (Tselentis et al., 2016). Private
sector insurers, however, offer a wider range of
riders and additional benefits. These may include
critical illness cover, hospital cash benefits, waiver
of premium, and even income benefits in case of
disability. The ability to choose from a variety of
riders and add-ons allows policyholders to build a
more comprehensive and personalized coverage
plan(Saputra & Listyorini, 2023). These additional
benefits cater to specific needs, making private
sector plans more attractive to consumers who seek
extra financial protection in case of unforeseen
circumstances.

9. Consumer Perception and Satisfaction:

Consumer perception plays a significant role in
determining the success of insurance products.
Public sector insurers have an edge in terms of
brand recognition and trust, particularly in rural
areas, where they are seen as more reliable and
stable due to their government backing. However,
this perception often leads to a less dynamic
approach to customer engagement, as public
insurers are sometimes criticized for their outdated
customer service systems and lengthy claims
processes (Horn & Salvendy, 2009). In contrast,
private sector insurers are often viewed more
favorably in urban and semi-urban areas,
particularly among younger customers who value
convenience, technology, and personalized
services. Private insurers have invested heavily in
creating digital platforms, offering quick and easy
access to policy information, making premium
payments, and processing claims. However, their
relatively shorter history in the market may lead to
consumer concerns regarding long-term stability
(Vranesevic et al., 2004). Despite these challenges,
private sector companies are often seen as more
innovative and responsive to consumer needs.

10. Regulatory Influence on Public and Private
Sector Term Insurance Plans:

The insurance sector in India is regulated by the
Insurance Regulatory and Development Authority
of India (IRDAI), which ensures that both public
and private sector insurers adhere to industry
standards and consumer protection laws. Public
sector companies are bound by stricter government
regulations, which influence the way they structure
their term insurance plans, particularly in terms of

pricing and coverage options (Motaze et al.,
2021). These regulations often focus on
ensuring that policies are affordable and
accessible to a wide range of policyholders.
Private sector insurers are also governed by the
IRDALI, but they have more leeway in product
innovation and customization. The regulatory
framework allows private insurers to design
term insurance plans that cater to niche
markets and offer additional benefits not
typically found in public sector offerings
(Sekhri & Savedoff, 2006). However, private
insurers must balance innovation with
compliance, ensuring that their products
remain in line with regulatory requirements.
The evolving regulatory landscape continues to
shape how both public and private insurers
approach term insurance in India.

11. Market Trends and Future Outlook

of Term Insurance in India

The Indian insurance market is witnessing
several trends, including an increased focus on
digitalization and the rise of InsurTech. Public
and private sector insurers are adapting to these
changes by offering more online services, such
as digital policy issuance, online claim
submissions, and instant premium payments
(Krishnamurthy et al., 2005). The shift towards
digital channels is driven by the growing
internet penetration in India and the increasing
demand for convenience among consumers.
The Indian life insurance market is expected to
continue its growth, with term insurance being
a key product in the overall portfolio
(Chaudhury & Das, 2015). As consumers
become more aware of the need for financial
protection, especially in the wake of the
COVID-19 pandemic, the demand for term
insurance plans is likely to increase. Both
public and private sector insurers will need to
innovate and adapt to these changes, focusing
on customer engagement, service efficiency,
and providing products that meet the evolving
needs of the Indian population

Summary

This study presents a comprehensive
comparative analysis of term insurance plans
offered by public and private sector life
insurance companies in India. It examines key
factors such as premium rates, coverage, policy
tenure, claim settlement ratios, and additional
benefits, comparing how both sectors cater to
the diverse needs of consumers. Public sector
insurers, with their long-standing market
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presence and government backing, offer affordable
and straightforward term plans, often preferred by
conservative policyholders looking for stability and
lower premiums. In contrast, private sector insurers
provide more flexible, customizable plans with
added benefits like critical illness riders, higher
sum assured options, and better customer service,

The research also delves into the role of digital
platforms,  consumer  perceptions, and
regulatory frameworks that shape these
offerings. By highlighting the strengths and
weaknesses of both sectors, the study offers
valuable insights into consumer preferences,
market trends, and the evolving landscape of

appealing to a younger, more tech-savvy

demographic seeking modern, tailored solutions.
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