1.1 INTRODUCTION

Insurance policies play a crucial role in financial risk management by providing a safety net against unexpected events. These policies transfer the financial burden of certain risks, such as health issues, accidents, or property damage, from individuals or businesses to insurance companies. This helps mitigate the impact of unforeseen circumstances and promotes financial stability by offering a layer of protection against potential losses. Insurance operates on the principle of risk pooling, where a large number of policyholders contribute premiums to a common pool. In the event of a covered loss, the affected party can then claim compensation from this pool. This process helps distribute the financial impact of risks across a broader population, reducing the burden on individual policyholders.

Insurance policies serve as a fundamental tool in financial risk management by facilitating the transfer of risks, providing financial security, promoting responsible behavior and contributing to overall economic stability. They play a vital role in safeguarding individuals and businesses against the uncertainties of life and business operations. One of the paramount contributions of insurance in financial risk management is its role in spreading risks across a diverse pool of policyholders. This risk-sharing mechanism prevents the concentration of financial burdens on a single entity, mitigating the potential for catastrophic impacts. Moreover, insurance policies come in various forms, addressing a spectrum of risks including health, property, life, and liability. This diversity empowers individuals and businesses to tailor their coverage to suit their unique circumstances, facilitating a more personalized and effective risk management strategy.

1.2 STATEMENT OF THE PROBLEM

The statement of the problem aims to delve into the nuanced role of insurance policies in the realm of financial risk management. One critical aspect is the evaluation of the extent to which insurance instruments effectively shield individuals and businesses from diverse financial risks. This includes an examination of the adequacy and relevance of coverage in mitigating potential losses. Additionally, the inquiry could explore the impact of underinsurance or over insurance on financial risk management strategies, seeking to understand the optimal balance for maximizing protection without unnecessary costs. Moreover, the statement may address challenges related to policy selection, terms, and conditions, aiming to identify potential hurdles that individuals and businesses face in navigating the intricacies of insurance offerings for comprehensive risk management. By scrutinizing these facets, the study aims to contribute insights into enhancing the efficacy of insurance policies as integral components of sound financial risk management practices.

1.3 SIGNIFICANCE OF THE STUDY 

This study on the role of insurance policies in financial risk management is significant as it highlights how insurance serves as a critical tool for individuals, businesses, and economies to mitigate the impact of unforeseen financial losses. By examining the mechanisms through which insurance policies function, the study emphasizes their contribution to financial stability, business continuity, and long-term planning. It also sheds light on how effective risk transfer through insurance allows stakeholders to manage uncertainties such as accidents, natural disasters, health emergencies, or liability claims. Understanding this role is essential for policymakers, financial planners, and consumers alike to make informed decisions and to foster a more resilient financial environment.
1.4 OBJECTIVES OF THE STUDY

Primary objective

· The main objective of this project is to analyze and understand how insurance policies play a key role in managing financial risks within various contexts, industries or sectors.

Secondary objectives:
· To studying insurance policies helps in understanding how this risk transfer mechanism works and how it can be utilized effectively.

· To studying insurance policies, one can identify various types of risks that can impact financial well-being.
· To studying insurance policies helps in understanding how insurers evaluate risks and set premiums accordingly.
· To understanding insurance policies is essential for effectively managing insurance claims.
1.5 SCOPE OF THE STUDY

The scope of the study is interdisciplinary and dynamic, reflecting the evolving nature of financial risks and the insurance industry. It requires integrating theoretical knowledge with practical applications and considering the diverse perspectives of stakeholders, including insurers, policyholders, regulators, and society as a whole.

1.6 METHODOLOGY 

RESEARCH DESIGN

Type of Study

 A research design is purely and simply the framework or plan for an analysis of data. It is a blue print that is followed in completing a study. Descriptive study was used in the research because the data is collected from the customers based on the need and inferences were made based on the collected data. 

SAMPLING 
SAMPLE UNIT 

A population or set of entities which are grouped together on the basic of common characteristics from which a representative sample is drawn for comparison or measurement.
SAMPLE SIZE
The sample size is limited to 100 respondents 

SAMPLING TECHNIQUE

Convenience sampling method will be used for the study. 
Sampling Design 
A sample size of 100 respondents was selected on the basis of convenience sampling.
Sampling method

A convenient sample of 100 respondents was scheduled for data analyses.

DATA COLLECTION

Primary data:

Primary data collection method is used for collecting the data and a standard five-point scales is adopted for setting the questionnaire. Using the questionnaire, the data were collected from the customers. Data were collected using a self-completion questionnaire. 

Secondary data:

Information was also gathered from different journals and published matter on the internet. The duration of the research was three months, based on the need of the data the secondary data was collected from relevant sources.

PLAN OF ANALYSIS

The data collected from various sources will be tabulated and represented using the percentage method. Graphical tools such as bar diagrams, pie charts, line diagrams, etc will be used to illustrate the tabulated data pictorially. Inferences and interpretations of the data will be done on the basis of tabulated data
1.7 LIMITATION OF THE STUDY

· The survey conducted may not be considered as comprehensive as only limited respondents could be contacted because of the time constraint.

· Objectives and the purposes of the study and the questions had to be explained to the respondents and their responses may be biased.

· Some of the respondents were reluctant to give their responses

2.1 REVIEW OF LITERATURE 

Anton and Nucu (2020) provide a comprehensive review of Enterprise Risk Management (ERM) literature, emphasizing the integration of insurance within broader risk management frameworks. They discuss how ERM has evolved from traditional risk control to a more holistic approach, incorporating insurance as a strategic tool to mitigate various financial risks. The study highlights the importance of aligning insurance policies with organizational objectives to enhance resilience and ensure business continuity. ​The authors also identify gaps in existing research, suggesting areas for future exploration, such as the impact of emerging risks on insurance strategies and the role of technology in transforming insurance practices. They advocate for a more nuanced understanding of how insurance can be leveraged within ERM to address complex and dynamic risk landscapes. ​

Oluwaleye, Kolapo, and Osasona (2022) examine the relationship between insurance risk management and fixed capital formation in Nigeria. Their study utilizes time-series data from 1996 to 2019, analyzing the effects of general business and life insurance claims on gross capital formation. The findings suggest that effective insurance risk management can positively influence investment decisions, thereby contributing to economic growth. ​ The authors recommend enhancing insurance penetration and developing tailored products to address specific risks faced by businesses. They argue that a robust insurance sector can provide financial stability, encouraging long-term investments and fostering economic development in Nigeria. ​

Ava (2019) This study explores how insurance products have transitioned from being reactive financial tools to proactive strategic assets in organizational risk management. It discusses the increasing complexity of risks faced by businesses and the need for customized, data-driven insurance solutions to address these challenges. The paper emphasizes the importance of integrating insurance into broader risk management frameworks to build resilience and ensure business continuity. The authors also highlight challenges such as rising premiums, policy complexity, and the need for insurance literacy among risk management professionals. They suggest that organizations must innovate and adapt their approaches to insurance management to meet the evolving needs of businesses in a rapidly changing risk environment. ​ 
Fali, Nyor, and Mustapha (2020) investigate the impact of insurance-specific risks on profitability among Nigerian insurance firms over a ten-year period. They analyze variables such as reinsurance, technical provisions, and underwriting risks, finding that these factors significantly affect the financial performance of insurance companies. The study underscores the importance of managing insurance-specific risks to maintain profitability and ensure financial stability.​ The authors recommend that insurance firms adopt robust risk management practices, including effective reinsurance strategies and prudent underwriting policies, to mitigate potential losses. They also suggest that regulatory bodies should enforce stringent guidelines to enhance the resilience of the insurance sector in Nigeria. ​
Gitau (2024) examines the relationship between financial risk management and financial performance among registered insurance companies in Kenya. The study finds a significant correlation between effective risk management practices and improved financial performance, highlighting the role of insurance policies in mitigating various financial risks. The paper suggests that insurance companies that implement comprehensive risk management strategies are better positioned to achieve sustainable profitability. ​ The author recommends that insurance firms in Kenya enhance their risk management frameworks by incorporating advanced tools and techniques to identify, assess, and mitigate risks. 
Ekpenyong (2021) explores the role of hedge accounting in moderating the relationship between financial risk management and the performance of insurance companies. The study finds that hedge accounting practices can effectively mitigate financial risks, thereby enhancing the financial performance of insurance firms. The paper highlights the importance of integrating hedge accounting into risk management strategies to achieve optimal financial outcomes.​  The author recommends that insurance companies adopt comprehensive hedge accounting policies to manage exposure to various financial risks, including interest rate and foreign exchange risks. 
3.1 THEORETICAL BACKGROUND
Credit is one of the many factors that can be used by a firm to influence demand for its products. According to Kaaya [4], firms can only benefit from credit if the profitability generated from increased sales exceeds the added costs of receivables. Credit is further defined as a process whereby possession of goods or services is allowed without spot payment upon a contractual agreement for later payment. Timely identification ofcredit default is important as high default rates lead to decreased cash flows, lower liquidity levels and financial distress. In contrast, lower credit exposure means an optimal debtor ‘level with reduced chances of bad debts and therefore financial health. According to Krahnen [5] in today’s business environment risk management and improvement of cash flows are very challenging. According to the Markowitz [6] credit risk refers to the risk that a borrower will default on any type of debt by failing to make payments which it is obliged to do. The risk is primarily that of a lender and includes lost principal and interest, disruption to cash flows, and increased collection costs. The loss may be complete or partial and can arise in a number of circumstances. Credit risk management is very important for banks as it gives an idea of how much exposure do, they have with counterparties vs. how much Counterparty exposure is there against the contracts. It is important to assess the counterparty risk and have some mitigation strategies in place.

Credit risk helps banks adjust their capital; deals in market considering the other party may default. Credit risk leads to market risk as it reduces liquidity of instruments and also to systemic risk. Thus, managers are advised to employ a modern risk management technique to diversify the earning activity of the bank.

The Effect of Risk Diversification on Financial Performance of the Bank

This involves spreading investments into a broader range of financial services or loans; business, personal, credit cards, mortgage, auto and educational loans. Diversification reduces both upside and down side potential and allows for more consistent performance under a wide range of economic conditions. Diversification can be performed across products, industries and countries. Diversification strategy probably takes place, when accompany or business organizations introduce a new product in the market. In early 1960’s & 1970’s there is rapid growth in diversification of businesses. But with the passage of time it became difficult to manage much diversified activities of business organization. Even in recent years, it is quite hard for any business organization to operate in diversification mode because there are a lot of different requirements that must be taken into account by the business organization. Loan portfolio risk can be reduced with an effective credit review of applicants and selective asset backing. This paper aims at investigating the effect of diversification on financial performance of the Bank. This paper also attempts to use primary data in credit risk management which is a significant contribution in the area of finance.

Risk Appraisal and Financial Performance

Credit risk appraisal is the process by which the lender assesses the credit worthiness of the borrower. Procedures of credit appraisal: It revolves around character, collateral capability and capacity. It takes into account various factors like income of the applicants, number of dependents, monthly expenditure, repayment capacity, employment history, number of years of service and other factors which affect credit rating of the borrower .

The assessment of the various risks that can impact on the repayment of loan is credit appraisal. Depending on the purpose of loan and the quantum, the appraisal process may be simple or elaborate. For small personal loans, credit scoring based on income, lifestyle and existing liabilities may suffice. But for project financing, the process comprises technical, commercial, marketing, financial, managerial appraisals as also implementation schedule and ability. The credit risk appraisal involves measures employed by banks to avoid or minimize the adverse effect of credit risk.

Risk Control Techniques in the Bank

Credit control is the system used by a business to make sure that it gives credit only to customers who are able to pay, and that customers pay on time. Credit control is part of the financial controls that are employed by businesses particularly in manufacturing to ensure that once sales are made, they are realized as cash or liquid resources.

The institutional priorities, traditions and philosophies’ surrounding lending or credit decisions play a more important role than ever in lending institutions Dasah [9]. Taking into consideration the complex and extensive nature of the banking business, it is essential to note that credit control embraces all the factors related to credit quality, credit extension, and recurrent cyclical patterns and sequences. Moreover, a disciplined and strong credit control represents the foundation of credit risk management since it guides all the credit and ending decisions.

Risk Management

In layman's terms, risk management refers to identifying and controlling the risks associated with your actions. Risks can be related to assets, health, life, etc. Hence, staying emotionally and financially prepared for competently dealing with such risks becomes imperative.

One of the most preferred tools to manage such risks is life insurance. A top financial expert said, ‘Life insurance is not an investment. It is a risk management tool to protect future income’. A life insurance policy provides substantial coverage to an insured person to effectively deal with such risk.

The two major risks that are common for all people include life risks and health risks. These risks usually demand a lot of money for proper management and can financially ruin people's lives. Apart from these, other risks can pose a monetary hurdle.

Here are some ways in which insurance policies can provide monetary coverage to the policyholder when they face any of the above risks:

Risk of Life

This is mainly beneficial to the nominee when the policyholder passes away. It can also provide monetary support to the insured if they outlive the policy duration. An insurance policy can provide support in the following manner:

Securing your family’s future: By purchasing a life insurance policy, your family can stay financially protected after your demise. The claim amount is high enough to ensure that your nominee does not have to seek financial support from anyone else. Also, they will not have to compromise on their current lifestyle.

Encouraging savings and investments: Putting your money in insurance policies encourages you to save more. Also, there are several life insurance policies like ULIPs where a part of your premium is invested in various financial instruments. This can provide you with sumptuous returns and help in wealth creation. Fulfilling financial goals: Wondering how life insurance can fulfil financial goals? Life insurance policies like ULIPs allow you to withdraw money after the completion of the lock-in period to provide money in case of emergencies. Also, you can get substantial returns from them to fulfil your financial goals.

Risk of Health

It is mandatory for individuals to purchase a health insurance policy so that they will not have to worry about money when their condition is critical. Many insurers also offer cashless claim settlements so that policyholders can get treated at the right time. Providing monetary support: A health insurance policy can act as a cushion when the policyholder has to undergo an expensive treatment. This helps them to stay worry-free about medical expenses and concentrate solely on getting the best treatment for instant recovery.

Offering additional protection: You can purchase several riders along with your insurance policy for extended coverage. This saves you from having to purchase multiple policies and pay hefty premiums. However, you should pick only the essential riders to avoid paying unnecessarily extra.

Other Types of Risks

Several other types of big-ticket risks may not apply to all. These usually include vehicle repairs, business losses and so on. Entrepreneurs and vehicle owners can also purchase insurance to safeguard themselves from financial risks.

Safeguarding from financial loss: A business insurance policy can provide financial support when going through substantial losses. This can help the venture get back on its feet amidst the financial crisis. Similarly, a vehicle insurance policy can also provide sufficient coverage for repairs on getting damaged during accidents.

Offering several riders and bonuses: A vehicle insurance policy usually offers No Claim Bonuses if you do not raise a claim during the policy duration. You can also opt for several add-ons if you want extended coverage. However, you should carefully select them as they can raise the cost of premiums.

The role of insurance in risk management is indeed undeniable. So, it becomes imperative to purchase one for enhanced financial security. However, there are a variety of policies available in the market. Hence, select the most fitting one to make the mostof your purchase.

TYPES OF INSURANCE:

While there is a wide range of Insurance types available in the market, all of them can be broadly classified into two main categories:

1. General Insurance

2. Life Insurance

While Life Insurance provides you with financial coverage against your life, a General Insurance policy indemnifies you against any losses for your non-life assets.

Below is the further classification of the above two types of Insurance: 
1. General Insurance

The major kinds of General Insurance Policies in India are:

· Health Insurance

· Motor Insurance

· Fire Insurance

· Property Insurance

· Crop Insurance

· Commercial Insurance

Financial risk management

Financial risk management in this study was measured using questionnaires that was administered to target population and through reading relevant literature. Financial risk management as those procedures and activities that managers employ in order to protect the organization from market risks, credit risks and liquidity risk which are the major categories that financial risk management practices into. In provision of insurance and other financial services organizations assume various kind of financial and actuarial risk, insurers product risk contained embedded products that are offered to customers to protect them from the actuarial risk that are not borne by the insurer directly.

Operations risk management

Operations risk management in this study was measured using questionnaires that was administered to target population and through reading relevant literature. Risk is incurred in an organization by its internal (environmental risk, fraud and legal risk) and external (terrorism attacked, natural disasters) activities. Unlike credit risk and market risk the definition of operation risk is still evolving.

Risk monitoring

Financial risk management in this study was measured using questionnaires that was administered to target population and through reading relevant literature. The market performance is greatly affected by exogenous factors related to risk monitoring, explicitly basic demand and supply condition, which affect insurance firm’s ‘performance in the industry. It is used to test whether higher level of concentration in the marketplace grounds collusive actions among the large insurance firms s thus results in greater performance. Insurance firms

Liquidity Insurance firms Liquidity in this study was measured using questionnaires that was administered to target population and through reading relevant literature. The liquidity of insurance firms symbolizes organization ability to increase assets and meet obligations as their due data fall.

Risk Management and Financial Performance

The main focus of risk management has mainly been on controlling and for regulatory compliance, as opposed to enhancing financial performance (Banks, 2004). However, this risk management often leads to enhanced financial performance as regulatory compliance and control of risks enables the organization to save on costs. Banks (2004) further suggests that by 5 managing risks, the managers are able to increase the value of the firm through ensuring continued profitability of the firm. Standard and Poor’s identifies poor liquidity management, under-pricing and under reserving, a high tolerance for investment risk, management and governance issues, difficulties related to rapid growth and/or expansion into non-core activities as main causes of financial distress and failure in insurance companies. It is important that these factors be managed efficiently by insurance companies, to avoid financial failure and bankruptcy to the firm. In the 21st century has seen great efforts to risk management. Babbel and Santomero (1996) note that insurers should assess the various types of risks they are exposed to and devise ways of effectively managing them. They further suggest that insurers should accept and manage at firm level, only those risks that are uniquely apart of their services. This will reduce the risk exposure. Stulz (1984) suggested that risk management is a viable economic reason why firm managers, might concern themselves with both the expected profit and the distribution of firm returns around their expected value, hence providing a rationale for aligning firm objective functions in order to avoid risk. Proper risk management is important in the daily operations of any insurance company to avoid financial losses and bankruptcy. This is in line with Jolly (1997) contribution that preventing losses through precautionary measures is a key element in reducing risks and consequently, a key driver of profitability. The efficiency of risk management by insurance companies will generally influence their financial performance. Gold (1999), asserts that insurance companies could not survive with increased loss and expense ratios. Benefits

Protection against Losses: Insurance policies provide a safety net against financial losses resulting from unexpected events such as accidents, natural disasters, or liability claims. By transferring the risk to an insurance company, individuals and businesses can mitigate the financial impact of adverse events on their finances.

Asset Preservation: Insurance policies help preserve and protect valuable assets such as homes, vehicles, and commercial properties. Property insurance, for example, covers the cost of repairs or replacement in case of damage or loss to insured assets, thereby safeguarding investments and preserving wealth.

Business Continuity: For businesses, insurance policies are essential for maintaining continuity in operations. Business interruption insurance, for instance, provides coverage for lost income and additional expenses incurred due to disruptions caused by covered events, enabling businesses to recover and resume operations swiftly after a setback.

Risk Management Flexibility: Insurance policies offer flexibility in risk management by allowing individuals and businesses to tailor coverage to their specific needs and risk tolerance. Policyholders can choose from a range of insurance options, adjust coverage limits, and add endorsements or riders to customize their insurance protection according to their unique circumstances.

Legal and Regulatory Compliance: Insurance policies help individuals and businesses comply with legal and regulatory requirements related to risk management and financial protection. Certain types of insurance coverage, such as auto insurance or workers' compensation insurance, are mandatory in many jurisdictions, and purchasing insurance policies ensures compliance with legal obligations. Financial Stability: Insurance policies contribute to financial stability by providing a buffer against unexpected financial shocks. Individuals and businesses with insurance coverage are better equipped to weather financial crises, manage cash flow disruptions, and maintain their financial well-being during challenging times.

Peace of Mind: Insurance policies offer peace of mind by providing assurance against potential financial losses. Knowing that they are covered by insurance, individuals and businesses can have confidence in their ability to cope with unexpected events and focus on pursuing their personal or business goals without undue worry about financial risks.

Social Welfare: Adequate insurance coverage promotes social welfare by reducing the financial burden on individuals and communities affected by adverse events. Insurance policies help mitigate the socio-economic impact of disasters, accidents, and other crises, contributing to greater resilience and well-being across society.

Promotion of Economic Growth: Insurance policies stimulate economic growth by facilitating risk-taking, investment, and entrepreneurship. By providing protection against financial risks, insurance coverage encourages individuals and businesses to engage in economic activities with greater confidence, thereby fostering innovation, productivity, and prosperity.

Risk Pooling and Spreading: Insurance policies enable risk pooling and spreading, wherein premiums collected from policyholders are pooled together to cover the costs of claims. This mechanism spreads the financial risk across a large and diverse pool of policyholders, reducing the impact of individual losses and ensuring that no single entity bears the full burden of a catastrophic event.

TABLE NO.4.1
INSURANCE POLICY PROVIDES COVERAGE FOR DAMAGES TO VEHICLE CAUSED BY ACCIDENTS

	Category
	No. of Respondents
	Percentage

	Life insurance
	55
	55

	Health insurance
	20
	20

	Home insurance
	20
	20

	Auto insurance
	5
	5

	Total
	100
	100


Source: Primary data

CHART NO. 4.1
INSURANCE POLICY PROVIDES COVERAGE FOR DAMAGES TO VEHICLE CAUSED BY ACCIDENTS
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INTERPRETATION 

Table No.4.1 shows that 55% of the respondents says that life insurance provides coverage for damages to vehicle caused by accidents, 20% health insurance, 20% home insurance and 5% auto insurance.

TABLE NO.4.2
INSURANCE POLICY TYPICALLY COVER THE COST OF REPAIRS OR REPLACEMENTS
	Category
	No. of respondents
	Percentage

	Travel insurance
	45
	45

	Pet insurance
	30
	30

	Home insurance
	20
	20

	Disability insurance
	5
	5

	Total
	100
	100


Source: Primary Data

CHART NO. 4.2
INSURANCE POLICY TYPICALLY COVER THE COST OF REPAIRS OR REPLACEMENTS

[image: image2.png]5

45
30
I :

Travel insurance

Pet insurance

Home insurance

Disability insurance





INTERPRETATION 

Table No.4.2 shows that most of the respondents 45% says that travel insurance would typically cover the cost of repairs or replacements, 30% pet insurance,20% home insurance and 5% disability insurance.
TABLE NO.4.3
SOURCE OF INCOME REPLACEMENT
	Particulars 
	No. of Respondents 
	Percentage 

	Home insurance
	20
	20

	Auto insurance
	30
	30

	Disability insurance
	25
	25

	Renters insurance
	25
	25

	TOTAL
	100
	100


 Source: Primary data

CHART NO.4.3
SOURCE OF INCOME REPLACEMENT
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INTERPRETATION

Table No.4.3 shows 30% of the respondents says that auto insurance is the source of income replacement, 25% disability insurance and another 25% renters insurance and 20% of the respondents says that home insurance is the source of income replacement
TABLE NO.4.4
INSURANCE POLICY WOULD TYPICALLY COVER MEDICAL EXPENSES RESULTING FROM AN ILLNESS OR INJURY

	Particulars 
	No. of Respondents 
	Percentage 

	Dental insurance
	35
	35

	Vision insurance
	20
	20

	Health insurance
	15
	15

	Life insurance
	35
	35

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.4
INSURANCE POLICY WOULD TYPICALLY COVER MEDICAL EXPENSES RESULTING FROM AN ILLNESS OR INJURY
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INTERPRETATION

Table No.4.4 shows that 35% of the respondents agree that dental insurance policy would typically cover medical expenses resulting from an illness or injury, another 35% life insurance, 20% vision insurance and 15% health insurance.

TABLE NO.4.5
TYPE OF INSURANCE POLICY WOULD PROVIDE FINANCIAL SUPPORT TO THE SURVIVING FAMILY

	Particulars
	No. of Respondents
	Percentage

	Auto insurance
	20
	20

	Home insurance
	40
	40

	Life insurance
	20
	20

	Travel insurance
	20
	20

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.5
TYPE OF INSURANCE POLICY WOULD PROVIDE FINANCIAL SUPPORT TO THE SURVIVING FAMILY
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INTERPRETATION

Table 4.5 shows that 40% of the respondents agree that home insurance policy would provide financial support to the surviving family, 20% auto insurance, 20% life insurance and another 20% travel insurance
TABLE NO.4.6
RISK MANAGEMENT STRATEGY INVOLVES SPREADING RISK ACROSS A LARGE NUMBER OF POLICYHOLDERS

	Particulars
	No. of Respondents
	Percentage

	Risk avoidance
	15
	15

	Risk retention
	10
	10

	Risk transfer
	20
	20

	Risk pooling
	55
	55

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.6
RISK MANAGEMENT STRATEGY INVOLVES SPREADING RISK ACROSS A LARGE NUMBER OF POLICYHOLDERS
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INTERPRETATION

Table No.4.6 shows that 55% of the respondents risk pooling is the management strategy involves spreading risk across a large number of policyholders, 20% risk transfer, 15% risk avoidance and 10% Risk retention.

TABLE NO.4.7
FOLLOWING IS NOT A TYPE OF GENERAL INSURANCE POLICY COMMONLY OFFERED IN INDIA

	Particulars
	No. of Respondents
	Percentage

	Motor insurance
	20
	20

	Health insurance
	10
	10

	Crop insurance
	40
	40

	Life insurance
	30
	30

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.7
FOLLOWING IS NOT A TYPE OF GENERAL INSURANCE POLICY COMMONLY OFFERED IN INDIA
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INTERPRETATION

Table No.4.7 shows that 40% of the respondents rate that crop insurance is not a type of general insurance policy commonly offered in India, 30% life insurance, 20% motor insurance and 10% health insurance.
TABLE NO.4.8
PROCESS OF SPREADING RISK AMONG A LARGE NUMBER OF POLICYHOLDERS TO MINIMIZE THE IMPACT OF INDIVIDUAL

	Particulars
	No. of Respondents
	Percentage

	Risk aversion
	20
	20

	Risk transfer
	15
	15

	Risk pooling
	30
	30

	Risk retention
	35
	35

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.8
PROCESS OF SPREADING RISK AMONG A LARGE NUMBER OF POLICYHOLDERS TO MINIMIZE THE IMPACT OF INDIVIDUAL
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INTERPRETATION

Table No.4.8 shows that 35% of the respondents agrees that the process of spreading risk retention among a large number of policyholders to minimize the impact of individual, 30% risk pooling, 20% risk aversion and 15% risk transfer.

TABLE NO.4.9
INSURANCE POLICY COVERS LEGAL LIABILITIES ARISING FROM BODILY INJURY OR PROPERTY DAMAGE TO THIRD PARTIES

	Particulars
	No. of Respondents
	Percentage

	Property insurance
	35
	35

	Life insurance
	15
	15

	Health insurance
	30
	30

	Liability insurance
	20
	20

	TOTAL
	100
	100


Source: Primary data

CHART NO.4.9
INSURANCE POLICY COVERS LEGAL LIABILITIES ARISING FROM BODILY INJURY OR PROPERTY DAMAGE TO THIRD PARTIES
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INTERPRETATION
Table No.4.9 shows that 35% of the respondents agrees that property insurance covers legal liabilities arising from bodily injury or property damage to third parties, 30% health insurance, 20% liability insurance and 15% life insurance
TABLE NO.4.10
TYPE OF INSURANCE POLICY IS COMMONLY REQUIRED

	Particulars
	No. of Respondents
	Percentage

	Health insurance
	50
	50

	Life insurance
	20
	20

	Property insurance
	20
	20

	Liability insurance
	10
	10

	TOTAL
	100
	100


Source: Primary data

CHART NO.4.10
TYPE OF INSURANCE POLICY IS COMMONLY REQUIRED
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INTERPRETATION

Table No.4.10 shows that 50% of the respondents rate that health insurance policy is commonly required, 20% life insurance, 20% property insurance and another 10% liability insurance.

TABLE NO.4.11
 INSURANCE TYPICALLY COVERS DAMAGE OR LOSS 
	Particulars
	No.of Respondents
	Percentage

	Health
	15
	15

	Property
	10
	10

	Income
	50
	50

	Investments
	25
	25

	TOTAL
	100
	100


Source: Primary data

CHART NO.4.11
INSURANCE TYPICALLY COVERS DAMAGE OR LOSS 
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INTERPRETATION

Table No.4.11 shows that 50% of the respondents Income insurance typically covers damage or loss, 25% Investments, 15% Health and 10% Property.
TABLE NO.4.12
HEALTH INSURANCE PRIMARILY COVERS

	Particulars
	No.of Respondents
	Percentage

	Property damage
	30
	30

	Legal liabilities
	40
	40

	Medical expenses
	10
	10

	Retirement savings
	20
	20

	TOTAL
	100
	100


Source: Primary data

CHART NO.4.12
HEALTH INSURANCE PRIMARILY COVERS
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INTERPRETATION

Table No.4.12 shows that 40% of the respondents says that health insurance primarily covers legal liabilities,20% retirement savings, 30% property damage and 10% medical expenses.

TABLE NO.4.13
THE PRIMARY BENEFIT OF TRANSFERRING FINANCIAL RISKS THROUGH INSURANCE IS

	Particulars
	No.of Respondents
	Percentage

	Elimination of risks
	10
	10

	Reduction of premiums
	22
	22

	Protection against catastrophic losses
	50
	50

	Guaranteed investment returns
	18
	18

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.13
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INTERPRETATION

Table No.4.13 shows that 50% of the respondents agrees that the primary benefit of transferring financial risks through insurance is protection against catastrophic losses . 22% reduction of premiums, 18% guaranteed investment returns and 10% elimination of risks

TABLE NO.4.14
TREND IN THE AVERAGE CLAIMS OF GENERAL INSURANCE OVER THE LAST 3 FISCAL YEARS
	Particulars
	No.of Respondents
	Percentage

	Increased
	30
	30

	Decreased
	55
	55

	Remained relatively stable
	10
	10

	Fluctuated significantly
	5
	5

	TOTAL
	100
	100


Source: Primary data

CHART NO. 4.14
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INTERPRETATION

Majority of the respondents 55% of them said that the average claims of general insurance decreased over the last 3 fiscal years. 30% of the respondents said that the average claims of general insurance increased over the last 3 fiscal years. 10% said remained relatively stable and 5% of the respondents said that the average claims of general insurance fluctuated significantly over the last 3 fiscal years.
TABLE NO.4.15
LIABILITY INSURANCE PROTECTS AGAINST

	Category
	No. of respondents
	Percentage

	Investment losses
	25
	25

	Legal liabilities arising from bodily injury or property damage
	20
	20

	Health expenses
	5
	5

	Property damage
	50
	50

	Total
	100
	100


Source: Primary Data

CHART NO. 4.15
LIABILITY INSURANCE PROTECTS AGAINST
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INTERPRETATION

Majority of the respondents 50% rate liability insurance protects against property damage ,25% investment losses, 20% legal liabilities arising from bodily injury or property damage and 5% health expenses
TABLE NO.4.16
SATISFIED WITH YOUR CURRENT INSURANCE PROVIDER
	Category
	No. of respondents
	Percentage

	Highly satisfied
	20
	20

	Satisfied
	25
	25

	Neutral
	45
	45

	Dissatisfied
	10
	10

	Total
	100
	100


Source: Primary Data

CHART NO. 4.16
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INTERPRETATION


Table No.4.16 shows that 45% of the respondents neutral with their current insurance provider, 25% satisfied with their current insurance provider, 20% highly satisfied, 10% dissatisfied.
TABLE NO.4.17
ACCESS THE NETWORK HOSPITALS INCLUDED IN YOUR COVER PAGE

	Category
	No. of respondents
	Percentage

	Extremely easy
	35
	35

	Somewhat easy
	25
	25

	Extremely difficult
	35
	35

	Somewhat difficult
	5
	5

	Total
	100
	100


Source: Primary Data

CHART NO. 4.17
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INTERPRETATION
Table No.4.17 shows that 35% of the respondents extremely easy access the network hospitals included in your cover page , 35% extremely difficult, 25% somewhat easy and 5% somewhat difficult

TABLE NO.4.18
RECEIVED ANY INCENTIVE FROM INSURANCE AGENT ON INSURANCE PREMIUM

	Category
	No. of respondents
	Percentage

	Yes
	75
	75

	No
	25
	25

	Total
	100
	100


Source: Primary Data

CHART NO. 4.18
RECEIVED ANY INCENTIVE FROM INSURANCE AGENT ON INSURANCE PREMIUM
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INTERPRETATION
Table No.4.18 shows that 75% of the respondents have received incentive from insurance agent on insurance premium and 25% not received any incentive from insurance agent on insurance premium

TABLE NO. 4.19
POLICY GIVE CASH FOR REGULAR HOSPITALIZATION
	Category
	No. of respondents
	Percentage

	Yes
	35
	35

	No
	65
	65

	Total
	100
	100


Source: Primary Data

CHART NO. 4.19
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INTERPRETATION
Table No.4.19 shows that 35% of the respondents policy give cash for regular hospitalization and 65% policy not given cash for regular hospitalization

TABLE NO.4.20
RATE THE SERVICE OFFERED BY INSURANCE COMPANY
	Category
	No. of respondents
	Percentage

	Excellent
	35
	35

	Good
	15
	15

	Average
	20
	20

	Poor
	30
	30

	Total
	100
	100


Source: Primary Data

CHART NO. 4.20
RATE THE SERVICE OFFERED BY INSURANCE COMPANY
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INTERPRETATION
Table No.4. 20 as Excellent, 30 shows that 35% of the respondents rated the service offered by insurance company. 30% poor, 20% average and 15% good
5.1 FINDINGS
· 70% of the respondents are female 
· 55% of the respondents says that life insurance provides coverage for damages to vehicle caused by accidents

· 45% says that travel insurance would typically cover the cost of repairs or replacements

· 30% of the respondents says that auto insurance is the source of income replacement

· 35% of the respondents agree that dental insurance policy would typically cover medical expenses resulting from an illness or injury

· 40% of the respondents agree that home insurance policy would provide financial support to the surviving family

· 55% of the respondents risk pooling is the management strategy involves spreading risk across a large number of policyholders

· 40% of the respondents rate that crop insurance is not a type of general insurance policy commonly offered in India

· 35% of the respondents agrees that the process of spreading risk retention among a large number of policyholders to minimize the impact of individual

· 35% of the respondents agrees that property insurance covers legal liabilities arising from bodily injury or property damage to third parties
· 50% of the respondents rate that health insurance policy is commonly required

· 50% of the respondents Income insurance typically covers damage or loss
· 40% of the respondents says that health insurance primarily covers legal liabilities

· 50% of the respondents agrees that the primary benefit of transferring financial risks through insurance is protection against catastrophic losses

· 55% the process of spreading risk among a large number of policyholders is known as risk transfer

· 50% rate liability insurance protects against property damage

· 45% of the respondents neutral with their current insurance provider

· 35% of the respondents extremely easy access the network hospitals included in your cover page 
· 75% of the respondents have received incentive from insurance agent on insurance premium 

· 65% policy not given cash for regular hospitalization

· 35% of the respondents rated the service offered by insurance company 

5.2 SUGGESTIONS

· An insurance company is in business of mitigating risk but it itself is exposed to so many risk. One of such risk is insuring a person whose claim may exceed the amount of premium he had paid resulting into loss for organization.

· Pooling of insured reduces such risk but what if company does not follow any strategy and make a pool of risky customers.

· One of the mode of marketing in insurance sector is aggressive selling thus there are chances that a sales manager pick up a risky person as a prospective customer to fulfil his target.

· This is the reason why companies underwrite risk. So that company can charge different premiums from different customers for same sum assured.

· Every company has its own calculators to calculate premium.

· This study is just an effort to take an insight into the probability that an insurance company picks up a risky customer for insurance when there are so many less risky customers out there. You can call it as an opportunity cost for company

5.3 CONCLUSION

By having the right insurance coverage, we can minimize the financial impact of such events and ensure that we're well taken care of. It's always a good idea to review your insurance needs regularly to make sure you have adequate coverage. Insurance policies play a crucial role in financial risk management. They provide protection against unexpected events and help mitigate potential financial losses. By transferring the risk to an insurance company, individuals and businesses can have peace of mind knowing that they are financially protected. In conclusion, insurance policies act as a safety net, offering financial security and stability in the face of uncertainties.
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QUESTIONNAIRE

A STUDY ON ROLE OF INSURANCE POLICIES IN FINANCIAL RISK MANAGEMENT

Name

Age   :   

a)   Below 30 years

b) 31 years to 40 years

c) 41 years to 50 years

d) Above 50 years

Gender       

 a) Male              

b) Female

Income

a) 1-5 Lakhs
b) 6-10 Lakhs
c) 11-15 Lakhs
d) Above 15 Lakhs
1. Which type of insurance policy provides coverage for damages to your vehicle caused by accidents?

a) Life insurance

b) Health insurance

c) Home insurance

d) Auto insurance

2. In the event of a fire damaging your home and belongings, which insurance policy would typically cover the cost of repairs or replacements?

a) Travel insurance

b) Pet insurance

c) Home insurance

d) Disability insurance

3. If you are unable to work due to a disability, which type of insurance policy would provide you with a source of income replacement?

a) Home insurance

b) Auto insurance

c) Disability insurance

d) Renters insurance

4. Which insurance policy would typically cover medical expenses resulting from an illness or injury?

a) Dental insurance

b) Vision insurance

c) Health insurance

d) Life insurance

5. In the unfortunate event of a loved one passing away, which type of insurance policy would provide financial support to the surviving family members?

a) Auto insurance

b) Home insurance

c) Life insurance

d) Travel insurance

6. Which risk management strategy involves spreading risk across a large number of policyholders?

a) Risk avoidance

b) Risk retention

c) Risk transfer

d) Risk pooling

7. Which of the following is NOT a type of general insurance policy commonly offered in India?

a) Motor insurance

b) Health insurance

c) Crop insurance

d) Life insurance

8. Which term describes the process of spreading risk among a large number of policyholders to minimize the impact of individual losses?

a) Risk aversion

b) Risk transfer

c) Risk pooling

d) Risk retention

9. Which insurance policy covers legal liabilities arising from bodily injury or property damage to third parties?

a) Property insurance

b) Life insurance

c) Health insurance

d) Liability insurance

10. Which type of insurance policy is commonly required by lenders for mortgage loans?

a) Health insurance

b) Life insurance

c) Property insurance

d) Liability insurance

11. Property insurance typically covers damage or loss to:

a) Health

b) Property

c) Income

d) Investments

12. Health insurance primarily covers:

a) Property damage

b) Legal liabilities

c) Medical expenses

d) Retirement savings

13. The primary benefit of transferring financial risks through insurance is:

a) Elimination of risks

b) Reduction of premiums

c) Protection against catastrophic losses

d) Guaranteed investment returns

14. What was the trend in the average claims of General Insurance over the last 3 fiscal years?

a) Increased 

b) Decreased 

c) Remained relatively stable
d) Fluctuated significantly

15. Liability insurance protects against:

a) Investment losses

b) Legal liabilities arising from bodily injury or property damage

c) Health expenses

d) Property damage

16. Are you satisfied with your current insurance provider

a) Highly satisfied

b) Satisfied

c) Neutral

d) Dissatisfied

e) Highly satisfied

17. How easily can you access the network hospitals included in your cover page?

a. Extremely easy

b. Somewhat easy

c. Extremely difficult

d. Somewhat difficult

18.. Have you received any incentive from insurance agent on insurance premium?

a. Yes  

b. No

19. Does your policy give cash for regular hospitalization?

a. Yes 
b. No 

20. How do you rate the service offered by your insurance company?

a. Excellent 
b. Good 
c. Average 
d. Poor 
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