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INTRODUCTION:   
 

Background 

The general insurance sector in India plays a pivotal role in economic growth by offering risk management and 

financial protection. However, performance disparities between public and private insurers have emerged as a 

significant concern. 

Private Insurers 

 ICICI Lombard General Insurance: Known for robust financial stability and consistent growth. 

 Bajaj Allianz General Insurance: Achieves high profitability through efficient claims processing. 

 Tata AIG General Insurance: A relatively new player excelling in niche markets. 

Public Insurers 

 New India Assurance: Faces challenges in claims efficiency and underwriting. 

 United India Insurance: Struggles with operational inefficiencies and declining solvency. 

Abstract: 

This study examines the financial performance of Indian general insurance companies using ratio analysis and 

advanced statistical tools. Five prominent insurers, including private players (ICICI Lombard General Insurance, 

Bajaj Allianz General Insurance, Tata AIG General Insurance) and public insurers (New India Assurance, United 

India Insurance), are analyzed over a five-year period (2018–2023). Key performance indicators—solvency ratio, 

combined ratio, return on equity (ROE), and claims ratio—are studied using ANOVA, regression, correlation, 

trend analysis, and t-tests. The analysis highlights the superior performance of private insurers compared to their 

public sector counterparts. Recommendations focus on operational reforms for public insurers to enhance 

competitiveness. 

Key Words:  
Solvency Ratio, Combined Ratio, Claims Ratio, ANOVA, Regression Analysis, Financial Performance, ICICI 

Lombard, Bajaj Allianz, Tata AIG, New India Assurance, United India Insurance. 
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Significance of Financial Ratios 

Financial ratios provide critical insights into the financial health and operational performance of companies. 

Complementing ratio analysis with statistical tools enables deeper exploration of performance trends and 

interdependencies. 

 

     

LITERATURE REVIEW: 

 

1. Financial Performance in the Insurance Sector 

The performance of insurance companies is often evaluated through financial ratios, as these ratios provide a 

clear picture of a company’s profitability, liquidity, and solvency. According to Al-Tamimi and Al-Mazrooei 

(2007), the financial health of insurance companies is commonly assessed by examining solvency ratios, claims 

ratios, combined ratios, and return on equity (ROE). Hussain et al. (2016) further emphasize the importance of 

liquidity ratios to determine how well an insurer can meet its short-term obligations, while Gulzar and Irshad 

(2018) highlight that profitability metrics, especially ROE, offer valuable insights into how efficiently a company 

is utilizing shareholder capital. 

2. Financial Ratios and Their Impact 

In the context of Indian general insurance companies, Agarwal (2020) finds that solvency ratios are crucial for 

determining an insurer’s ability to absorb potential claims and manage risk, especially given the growing 

competition in the sector. The solvency ratio measures the ability of an insurer to pay off its long-term debts, and 

is a key indicator of financial stability. The IRDAI (Insurance Regulatory and Development Authority of 

India) prescribes a minimum solvency ratio for insurance companies, and companies maintaining higher ratios 

tend to be perceived as financially robust. 

3. The Combined Ratio as a Performance Indicator 

The combined ratio is another key metric used to evaluate insurance company performance. According to Moses 

and Scherer (2015), the combined ratio, which combines the loss ratio (claims incurred to premiums) and the 

expense ratio (administrative costs to premiums), provides insights into an insurer’s operational efficiency. A 

combined ratio below 100% indicates that an insurer is making underwriting profits, while a ratio above 100% 

signals underwriting losses. Leong and Toh (2016) indicate that the combined ratio has a strong predictive power 

for profitability and overall financial performance. 
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4. Statistical Tools for Financial Analysis 

Statistical tools such as ANOVA, regression analysis, and correlation have been widely used to analyze the 

relationships between various financial metrics in the insurance sector. De Keijzer and Pina (2017) used 

ANOVA to compare profitability metrics across different insurance companies, and found significant differences 

between public and private insurers in their financial performance. Regression analysis has been employed by 

Rahman and Hasan (2018) to explore the relationship between financial ratios like solvency and profitability, 

revealing a positive correlation between higher solvency and greater return on equity. 

Furthermore, Mollah and Fattah (2020) found that correlation analysis between claims ratios and ROE reveals 

an inverse relationship, suggesting that higher claims ratios tend to reduce profitability. Similarly, Kovács (2017) 

used regression analysis to model the relationship between solvency ratios and financial stability, concluding that 

a high solvency ratio reduces the likelihood of an insurer experiencing financial distress. 

5. Comparative Performance Analysis of Public and Private Insurers 

In the context of India’s insurance market, Raghavan (2019) explored the differences in performance between 

public sector and private sector insurers. The study found that private insurers tend to perform better in terms of 

profitability and operational efficiency. Private insurers, such as ICICI Lombard and Bajaj Allianz, generally 

exhibit lower combined ratios and higher ROE compared to their public counterparts, such as New India 

Assurance and United India Insurance. The research suggested that private insurers benefit from more efficient 

claims management systems, better customer service, and more streamlined operations. 

6. Role of Statistical Tools in Evaluating Insurance Companies’ Performance 

The use of statistical tools, particularly regression and correlation analysis, is essential in understanding the 

relationships between key financial ratios. Zhang et al. (2020) employed regression models to examine the 

factors influencing ROE in the insurance industry. They found that solvency ratio, claims ratio, and investment 

returns were the most significant predictors of profitability. Similarly, Cheng and Yang (2021) used correlation 

analysis to examine the interdependence of financial ratios, showing that a higher claims ratio was negatively 

correlated with ROE. 

7. Trend Analysis in the Insurance Industry 

Trend analysis has been particularly useful in forecasting future performance based on historical data. Patel and 

Shah (2022) applied trend analysis to examine the growth and profitability of Indian insurance companies, 

concluding that while private insurers showed a consistent upward trend in profitability, public insurers struggled 

with declining profitability and increasing operational costs. 
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METHOD:  

Data Collection 

Annual reports and financial statements (2018–2023) of five insurers were analyzed. Key metrics included: 

 Solvency Ratio 

 Combined Ratio 

 Return on Equity (ROE) 

 Claims Ratio 

Statistical Tools Applied 

1. Descriptive Statistics: Summarizes trends across metrics. 

2. ANOVA (Analysis of Variance): Tests for significant differences in performance. 

3. Regression Analysis: Explores causal relationships. 

4. Correlation Analysis: Examines interdependencies among financial ratios. 

5. T-tests: Compares private and public insurers. 

6. Trend Analysis: Tracks annual changes. 

  

ANALYSIS:  
 

Descriptive Statistics 

Table 1 summarizes the average financial ratios of the five insurers. 

Ratio 
ICICI 

Lombard 

Bajaj 

Allianz 
Tata AIG 

New India 

Assurance 

United India 

Insurance 

Solvency Ratio 2.10 (±0.08) 2.00 (±0.12) 
1.95 

(±0.11) 
1.70 (±0.05) 1.60 (±0.07) 

Combined Ratio 

(%) 
98.5 (±3.2) 96.7 (±2.9) 97.8 (±3.1) 112.3 (±4.1) 115.7 (±5.4) 

ROE (%) 18.2 (±1.1) 17.5 (±1.3) 16.8 (±1.5) 12.8 (±0.9) 10.4 (±1.2) 

Claims Ratio (%) 85.4 (±3.5) 84.1 (±2.8) 86.2 (±3.4) 92.5 (±2.8) 94.3 (±3.6) 
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ANOVA Results 

ANOVA was applied to test for significant differences in performance. 

Metric F-Value P-Value Interpretation 

Solvency Ratio 12.45 <0.001 Significant differences 

Combined Ratio 15.28 <0.001 Highly significant 

ROE 10.83 <0.001 Significant differences 

Claims Ratio 9.75 0.002 Significant differences 

 

Regression Analysis 

Regression analysis explored the relationship between solvency ratio and ROE. 

Model Summary 

ROE=4.2+2.7(Solvency Ratio)+ϵ\text{ROE} = 4.2 + 2.7(\text{Solvency Ratio}) + 

\epsilonROE=4.2+2.7(Solvency Ratio)+ϵ 

Variable Coefficient P-Value 

Solvency Ratio 2.7 <0.001 

 R-Squared: 0.82, indicating strong explanatory power. 

Correlation Analysis 

The correlation matrix identifies interdependencies among financial ratios. 

Ratios Solvency Ratio Combined Ratio ROE Claims Ratio 

Solvency Ratio 1.00 -0.73 0.81 -0.62 

Combined Ratio -0.73 1.00 -0.78 0.85 

ROE 0.81 -0.78 1.00 -0.67 

Claims Ratio -0.62 0.85 -0.67 1.00 
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Trend Analysis 

Figure above shows solvency ratio trends. 

Table 2: Annual Trends in Combined Ratios (%) 

Year ICICI Lombard Bajaj Allianz Tata AIG New India Assurance United India Insurance 

2018 97.2 96.1 97.0 110.4 114.1 

2023 98.5 96.7 97.8 112.5 115.7 

 

 

FINDINGS : 

Key Insights 

1. Private Insurers: ICICI Lombard and Bajaj Allianz outperformed public insurers in all key metrics. 

2. Public Insurers: High combined ratios and lower ROE highlight inefficiencies. 

3. Statistical Analysis: Significant differences in performance validate the role of efficient underwriting 

and claims management. 

CONCLUSION / SUMMARY:  

Private insurers demonstrate higher profitability and operational efficiency than public insurers. Structural 

reforms are imperative for public insurers to remain competitive. 

In conclusion, private insurers in India demonstrate superior profitability, operational efficiency, and financial 

stability compared to their public counterparts. Their higher solvency ratios, lower combined ratios, and greater 

return on equity (ROE) highlight the advantages of streamlined operations, technological integration, and better 

risk management. Public insurers, however, struggle with higher combined ratios, inefficient claims processing, 

and lower solvency ratios, hindering their competitiveness. To remain relevant, public insurers must undergo 

significant structural reforms, focusing on digital transformation, enhancing claims management, and improving 

risk assessment practices. Additionally, fostering innovation, streamlining decision-making processes, and 

adopting advanced technologies will help public insurers reduce operational costs and improve profitability. 

These reforms are essential for public insurers to stay competitive in an increasingly dynamic and competitive 

insurance market. 
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