
VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

  
 

IIINNNTTTEEERRRNNNAAATTTIIIOOONNNAAALLL   JJJOOOUUURRRNNNAAALLL   OOOFFF   RRREEESSSEEEAAARRRCCCHHH   IIINNN   CCCOOOMMMMMMEEERRRCCCEEE,,,   EEECCCOOONNNOOOMMMIIICCCSSS   AAANNNDDD   MMMAAANNNAAAGGGEEEMMMEEENNNTTT   

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at: Ulrich's Periodicals Directory ©, ProQuest, U.S.A., The American Economic Association’s electronic bibliography, EconLit, U.S.A.,  
Open J-Gage, India as well as in Cabell’s Directories of Publishing Opportunities, U.S.A. 

Circulated all over the world & Google has verified that scholars of more than eighty-one countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

www.ijrcm.org.in 

CCCCONTENTSONTENTSONTENTSONTENTS    

Sr. No. TITLE & NAME OF THE AUTHOR (S) Page No. 

1. FDI TRENDS IN INDIA: A MULTI-DIMENSIONAL ANALYSIS 

DR. K. R. PILLAI & DR. M. S. RAO 

1 

2. BEHAVIORAL ANALYSIS OF THE FARMERS, AS END USERS, TOWARDS ORGANIC FERTILIZER: AN EMPIRICAL STUDY IN 

BANGLADESH 

MUJAHID MOHIUDDIN BABU 

6 

3. ECONOMIC GROWTH NEXUS TO PERFORMANCE OF BANKING SECTOR IN PAKISTAN 

SHAHZAD GHAFOOR & UZAIR FAROOQ KHAN 
11 

4. BANK CONSOLIDATION AND CREDIT AVAILABILITY TO SMALL AND MEDIUM ENTERPRISES: EVIDENCE FROM NIGERIA 

DR. AHMAD BELLO DOGARAWA 
19 

5. STUDY OF LINKAGE OF DIVERSIFICATION STRATEGY AND CAPITAL STRUCTURE OF FIRMS: A SURVEY 

NEETA NAGAR 
26 

6. A STUDY ON MONEY SUPPLY, INFLATION RATE AND GDP – AN EMPIRICAL EVIDENCE FROM INDIA 

UMANATH KUMARASAMY 

33 

7. MICROFINANCE FOR SMEs: PROSPECTS, CHALLENGES & IMPLICATION 

GAURAV SEHGAL & DR. ASHOK AIMA 

37 

8. TRADE ORIENTATION OF INDIAN INDUSTRIES 

NAGENDRA KUMAR MAURYA & J. V. VAISHAMPAYAN 

44 

9. GLOBAL FINANCIAL CRISIS AND ITS IMPACT ON INDIAN INSURANCE INDUSTRY 

S. H. ASHRAF & DHANRAJ SHARMA 

49 

10. FOOD INFLATION IN INDIA- WHERE ARE THE PRICES HEADING? 

DR. YASMEEN K. AOWTE 

57 

11. SOCIAL ENTREPRENEURSHIP – STUDY OF KAUSHALYA FOUNDATION 

DR. SHILPA BENDALE & DR. ARVIND CHAUDHARI 
61 

12. DYNAMISM OF INDIA’S FINANCIAL SECTOR DURING THE GLOBAL ECONOMIC RECESSION 

DR. B. KUBERUDU & DR. T. V.RAMANA 
64 

13. MANAGING RELIGIOUS PHILANTHROPY FOR SOCIO-ECONOMIC DEVELOPMENT 

BEERAN MOIDIN B. M. & DR. FAISAL U. 
67 

14. INVESTMENT PROCESS OF VENTURE CAPITAL: AN EXPLANATORY STUDY OF ANDHRA PRADESH INDUSTRIAL DEVELOPMENT 

CORPORATION VENTURE CAPITAL LIMITED (APIDC-VCL) 

DR. A. AMRUTH PRASAD REDDY & DR. S. RAGHUNATHA REDDY 

72 

15. MICRO FINANCE LOANS – ENHANCING BUSINESS OR MEETING PERSONAL EXPENSES? 

ARADHANA CHOUKSEY & DR. YAMINI KARMARKAR 
78 

16. INTERNATIONALIZATION OF INDIAN BUSINESS: DRIVERS AND CHALLANGES 

DR. VILAS M. KADROLKAR & SHREESHAIL G. BIDARKUNDI 
83 

17. SMEs IN THE ECONOMIC GROWTH OF AGRA: OPPORTUNTIES AND CHALLENGES (WITH SPECIAL REFERENCE TO AGRA SHOE 

CLUSTER) 

SHAVETA SACHDEVA  & LAXMI R.KULSHRESTHA 

90 

18. SAFE MANAGEMENT OF HEALTH CARE WASTE 

DR. A. SHYAMALA 
94 

19. POST MARITAL SEXUAL ANXIETY AMONG DOCTORS (A COMPARATIVE STUDY AMONG MALE AND FEMALE DOCTOTRS) 

VIJAYA U. PATIL, CHANDRAKANT JAMADAR & RUKMINI S. 
98 

20. CLIENTS SATISFACTION TOWARDS PRIVATE LIFE INSURANCE COMPANIES 

DR. M. DHANABHAKYAM & M. KAVITHA 
101 

21. RURAL ENTREPRENEURSHIP IN JAMMU AND KASHMIR: OPPORTUNITIES AND CHALLENGES 

DR. DARAKHSHAN ANJUM 
105 

22. IMPACT OF DEMOGRAPHIC VARIABLES ON PERFORMANCE OF ENTREPRENEURS IN KERALA 

DR. R. JUBI 
111 

23. MARKET ORIENTATION IN AGRICULTURE: CASE STUDIES OF DEVELOPMENT INTERVENTIONS IN INDIA 

NISHA BHARTI 
118 

24. TRENDS AND PATTERNS OF FDI IN INDIA: AN ANALYSIS 

PRADEEP 
126 

25. THE NEW CONSOLIDATED FDI POLICY 2011: WHETHER IGNORING SOMETHING IN ITS DRIVE TOWARDS BOOSTING 

INVESTOR CONFIDENCE? 

VAIBHAV CHOUDHARY & DEEKSHA CHAUDHARY 

131 

 REQUEST FOR FEEDBACK 134 



 VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

ii

CHIEF PATRONCHIEF PATRONCHIEF PATRONCHIEF PATRON 
PROF. K. K. AGGARWAL 

Chancellor, Lingaya’s University, Delhi 

Founder Vice-Chancellor, Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

    

PATRONPATRONPATRONPATRON    
SH. RAM BHAJAN AGGARWAL 

Ex. State Minister for Home & Tourism, Government of Haryana 

Vice-President, Dadri Education Society, Charkhi Dadri 

President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

    

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
DR. BHAVET 

Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

    

ADVISORSADVISORSADVISORSADVISORS 
PROF. M. S. SENAM RAJU 

Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), Maharaja Agrasen College, Jagadhri 

    

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Dean (Academics), Tecnia Institute of Advanced Studies, Delhi 

    

COCOCOCO----EDITOEDITOEDITOEDITORRRR 
DR. SAMBHAV GARG 

Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

    

EDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARD    
DR. AMBIKA ZUTSHI 

Faculty, School of Management & Marketing, Deakin University, Australia 

DR. VIVEK NATRAJAN 
Faculty, Lomar University, U.S.A. 

DR. RAJESH MODI 
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SIKANDER KUMAR 
Chairman, Department of Economics, Himachal Pradesh University, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. RAJENDER GUPTA 
Convener, Board of Studies in Economics, University of Jammu, Jammu 

 



 VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iii

PROF. NAWAB ALI KHAN 
Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. S. P. TIWARI 
Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, Kurukshetra University, Kurukshetra 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P. J. L. N. Government College, Faridabad 

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Government F. G. College Chitguppa, Bidar, Karnataka 

    

ASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORS 
PROF. ABHAY BANSAL 

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PARVEEN KHURANA 
Associate Professor, Mukand Lal National College, Yamuna Nagar 

SHASHI KHURANA 
Associate Professor, S. M. S. Khalsa Lubana Girls College, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Vice-Principal, Defence College of Education, Tohana, Fatehabad 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

    

TECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORS    
AMITA 

Faculty, E.C.C., Safidon, Jind 

MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

FINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORS    
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 

Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

    

LEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORS    
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENTSUPERINTENDENTSUPERINTENDENTSUPERINTENDENT    
SURENDER KUMAR POONIA 



 VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iv

CALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTS    

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in 

the area of Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, 

Corporate Governance and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; 

Accounting Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; 

Econometrics; Economic Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; 

Government & Non Profit Accounting; Industrial Organization; International Economics & Trade; International Finance; Macro 

Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy Economics; Real Estate; Regional 

Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Business Information Systems (MIS); 

Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care 

Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-

Profit Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; 

Organizational Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; 

Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, 

Hospitality & Leisure; Transportation/Physical Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer 

Aided Design (CAD); Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database 

Structures & Systems; Digital Logic; Discrete Structures; Internet; Management Information Systems; Modeling & Simulation; 

Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; 

Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic; Web Design. The above mentioned tracks are 

only indicative, and not exhaustive. 

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our 

submission guidelines duly available on our website under the heading guidelines for submission, at the email addresses, 

infoijrcm@gmail.com or info@ijrcm.org.in. 

GUIDELINES FOR SUBMISSION GUIDELINES FOR SUBMISSION GUIDELINES FOR SUBMISSION GUIDELINES FOR SUBMISSION OF MANUSCRIPTOF MANUSCRIPTOF MANUSCRIPTOF MANUSCRIPT    

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF                                                                                                                .                            

(e.g. Computer/IT/Finance/Marketing/HRM/General Management/other, please specify). 

 

DEAR SIR/MADAM 

 

Please find my submission of manuscript titled ‘___________________________________________’ for possible publication in your journal. 

I hereby affirm that the contents of this manuscript are original. Furthermore it has neither been published elsewhere in any language fully or partly, 

nor is it under review for publication anywhere. 

I affirm that all author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if our/my manuscript is accepted, I/We agree to comply with the formalities as given on the website of journal & you are free to publish our 

contribution to any of your journals. 

 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address & Pin Code: 

Residential address with Pin Code: 



 VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

v

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

 

2. INTRODUCTION: Manuscript must be in British English prepared on a standard A4 size paper setting. It must be prepared on a single space and single 

column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of 

the every page. 

3. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

4. AUTHOR NAME(S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

5. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, 

methods, results & conclusion in a single para. 

6. KEYWORDS: Abstract must be followed by list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated 

by commas and full stops at the end. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before 

each heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should be in a 8 point Calibri Font, single spaced and justified. 

10. FIGURES &TABLES: These should be simple, centered, separately numbered & self explained, and titles must be above the tables/figures. Sources of 

data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS: These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. It must be single spaced, and at the end of the manuscript. The author (s) 

should mention only the actually utilised references in the preparation of manuscript and they are supposed to follow Harvard Style of Referencing. 

The author (s) are supposed to follow the references as per following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, 

working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio," Ohio State University.  

CONTRIBUTIONS TO BOOKS  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David 

Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban 

Economics, Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS  

• Garg Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New 

Delhi, India, 19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES  

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

WEBSITE  

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Economic and Political Weekly, Viewed on July 05, 2011 http://epw.in/user/viewabstract.jsp



 VOLUME NO. 1 (2011), ISSUE NO. 4 (AUGUST)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

49

GLOBAL FINANCIAL CRISIS AND ITS IMPACT ON INDIAN INSURANCE INDUSTRY 
 

S. H. ASHRAF 

PROFESSOR 

DELPARTMENT OF COMMERCE 

ALIGARH MUSLIM UNIVERSITY 

ALIGARH – 202 002 

 

DHANRAJ SHARMA 

RESEARCH SCHOLAR 

DELPARTMENT OF COMMERCE 

ALIGARH MUSLIM UNIVERSITY 

ALIGARH – 202 002 

 

ABSTRACT 
The global financial crisis is an outcome of deep economic recession which generally refers to business cycle contraction and slowdown activity over a long period 

of time. It is a situation where macro indicator like gross domestic product, employment, capital utilisation, household incomes and business profit fall and 

bankruptcies and unemployment rates are rise. Global Financial Crisis is among the greatest financial challenges to the world economy which is originated in 

United States of America. The global economic slowdown is unprecedented in scale and has severe implications on policy formulation among emerging market. 

The financial crisis may primarily be a banking crisis, and the solvency of the insurance sector as a whole does not appear to be threatened. Currently India has 

one of the largest insurance markets in the world. Strong economic growth in the last decade combined with a population of over a billion makes it one of the 

potentially largest markets in the future. This paper provides an overview of global financial crisis (GFC) and its impact on the Indian insurance industry. It 

identifies the channels through which the GFC has impacted the global economy and evaluates performance of insurance industry of India during the crisis period.  

 

KEYWORDS 
Global Financial crisis, Insurance, India. 

 

INTRODUCTION 
he current global economic slowdown is of an unprecedented form, one that has not been experienced since the establishment of the current world 

economic order after the end of the Second World War in 1945 which causing heavy fall in world stock market, collapsed of large financial institution, 

increase in unemployment and shrinking in governmental revenues. Even in government of wealthiest nations had to come up with rescue packages to 

bail out their financial systems. The crisis has exposed fundamental weaknesses in financial systems worldwide, demonstrated how interconnected and 

interdependent economies are today. Although recent data indicate the large industrialised economies may have reached bottom and are beginning to recover 

for the most part. Subprime losses of this financial crisis was much higher than the combined total losses incurred during the previous major crisis that included 

the US savings and loan crisis during 1986-95, Japan banking crisis of 1990-99 and Asian banking crisis 1998-99. For the compensation of such a heavy losses 

numerous plans were put forwarded, the secretary of treasury of US announced $ 700 billion financial aid packages intended to limit the damage. 

 

NEED AND OBJECTIVE OF THE STUDY 
The study covers the entire world economy whether developed or developing, in terms of measure the impact of financial crisis. The focus is shifted on causes 

and emergence of financial crisis and how it extends to worldwide. Indian insurance market moved to newer heights in the twenty first century and the investors 

were getting reasonable income from their investments in the insurance markets. The objective of the study are;- 

• To study the causes of global financial crisis. 

• To evaluate the performance of stock market in crisis period. 

• To study the growth prospects of insurance industry in India. 

• To analyze its impact of financial crisis on the India insurance industry in India. 

 

METHODOLOGY 
In order to examine the impact of financial crisis on insurance industry in India, the first year premium of life insurance industry taking into consideration 

because share of life insurance business in total premium collection is more than 80 per cent in India. Data is collected from monthly report of IRDA and 

classified into two sub periods namely, crisis period and post crisis period. The period from April 2008 to December 2008 is taken as crisis period and January 

2009 to March 2010 is taken as post crisis period.  

 

DATA ANALYSIS TOOLS 
The statistical tools “Student-t test” is conducted to determine if there is an impact of financial crisis on insurance industry in India. The results are then tested at 

5% level of significance and formula used; 

 
1- S=   ∑(X1-M1)

2 + ∑(X2-M2)
2 

      
               n1+n2-2 
 

2- t=  M1-M2        n1n2 
            S            n1+ n2 

 

T 
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FINANCIAL CRISIS 
The events of 2008 have already passed into history, but they still have the power to take our breath away. The ugly signs of financial crisis first manifested in 

Feb. 2007 when the London based HSBC sacked the chief executive of its North America mortgage lending business after it reported losses of $105.4 billion. 

Within the fortnight DR Horton, the largest real a state company in the US warned of huge subprime related losses. By July end when Bear sterns, one of the 

biggest players in the subprime market, talked to trouble at two of its hedge funds. The global financial crisis came to its forefront of business world after the 

second quarter of 2008, with the failure of number of American financial companies. At the same time US bureau of labour statistics declared the 

unemployment figures were at 6.1 %. In the great depression unemployment rate is higher than 25%. The commerce department reported the GDP growth was 

at 2.8%, shows indication of recession, although this was revised down from 3.3% figure projected a month ago. The financial crisis literally reduced Wall Street 

into fall street. Some of the well established Wall Street investment banks were became victim of financial crisis. Fannie Mae and Freddie Mac would be 

nationalised to ensure the financial stability on 7th September 2008. After a week, it came into light that financial services firm Lehman Brothers would file to 

bankruptcy after being denies support by the Federal Reserve. On 15th September 2008 Merrill lynch acquired by the bank of America. Due to above factors 

global market indices were crashed. On 16th September 2008, the giant AIG (American Insurance Group) the world's top insurer, which suffered due to its credit 

rating being reduced, was helped by Federal Reserve which created $85 billion credit facility to stop it from collapse.  

 

FIGURE- 1: SUBPRIME MORTGAGE CRISIS 

 

 

 

 

 

 

 

 

 

      

 

 

 

 

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

SOURCE: http://en.wikipedia.org/wiki/File:Subprime_Crisis_Diagram_-_X1.png 
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Over the next two week, Golden Sachs and Morgan Stanley converted into commercial bank so that they have more market liquidity. On 28th September 2008, 

it was announced that Fortis, a large banking financial firms would be semi nationalised with Luxemburg. The very next day another US bank Wachovia would be 

bought by CITI group and stock market values fell dramatically in reaction of failure of financial institution in the US. 

The problem began when banks thought the solution to relining was with subprime mortgages. Banks deceitfully offered significantly discounted interest rates 

that would eventually skyrocket after an initial 2 year term. In some cases, the principal was higher after the two year period. The problem was that loans 

were granted to people with very poor credit ratings, including to people with Loan to Value (LTV) ratios of more than 88% compared to the maximum cut off of 

75% which is arguably also pushing it. Another problem was that people were able to provide their own income which was never verified. In this critical situation 

banks grouped the loans into Mortgage Backed Securities (MBS) which were bought by various investment banks who converted MBS into new financial 

instruments called Collateralised Debt Obligation (CDO). The banks originally developed MBS because they are only required to hold 1.6% of capital for mortgage 

backed securities, compared to 4% to hold a mortgage. The CDO instruments were then setup in the Cayman Islands to avoid taxes where they were then 

artificially rated by credit agencies who received most of their income from structured finance products. The real problems were for firms that invested in CDO 

securities based on the artificial ratings. As people began to default their mortgages because of the new high rates after the initial 2 year term and falling home 

values, the CDO's failed along with the firms heavily invested in these securities. Many leading international banks started to sponsor of balance sheet 

Structured Investment Vehicles (SIVs) to freely undertake activities which were not possible otherwise because of regulatory norms of banks, like capital 

adequacy and management of liquidity risks. The SIVs faced no such constraints, and could borrow freely from short term Asset Backed Securities Paper (ABCP) 

market and take large leveraged position in paper like CDOs/CLOs whose valuation liquidity were most unknown. In pre crisis period, these SIV's or shadow 

banks generated good profit for the sponsoring banks. Once the crisis started, the sponsoring banks had to take the losses of the SIVs. It was the policy of the US 

government ever since the Great Depression, to promote housing through the financial system which led to the subprime mortgage crisis. It was the moral 

hazard begun with Long Term Capital Management (LTCM) bailout and the subsequent bailouts of financial firms which were not commercialised banks and 

whose bankruptcy did not threaten the deposit base, which lead to mispricing of risks; with financial intermediaries coming to believe that if their increasing of 

risk bets were successful, they stood to make immense financial gains and if they turned sour, the authority would get tax payers to bail them out. These 

distortions in US financial system were than internationalised by Asset Backed Securities (ABC) which increasingly came to be held by banks around the world. 

Packaging a host of different securities including a subprime mortgages into increasingly opaque securities in the belief that this diversification of the assets in 

each securities even more insecure. It was like packaging different types of meat into pies and selling them around the world. When then it turned out that there 

was an infected piece of meat which had been baked into many of the pies in the form of subprime mortgages which turned sour with the downturn in the US 

housing market, none of the holder pies around the world know contained the infected meat. All interbank lending based on these opaque, asset backed 

securities ceased and a global financial crisis was triggered. The immediate official response to the crisis, in which the insurer AIG was bailed out which them led 

it to fully repay its counterparties like Golden Sachs bailing them out it turn, only justified the beliefs of those who had undertaken the important lending that 

any losses would be borne by taxpayers.  The subprime crisis is a raging problem that has taken the GFC by storm. The following charts shows the write downs 

made by various firms due to the impact of the subprime loans: 

TABLE- 1 

FIRMS W/O IN $BN FIRMS W/O IN $BN 

UBS 38.3 MERRILL LYNCH 25.1 

CITI GROUP 22.1 AIG 17.2 

MORGAN STANLAY 13.1 HSBC 10.7 

BANK OF AMERICA 7.9 DUSTSCHE BANK 7.4 

WASHINGTON MUTUAL 6.5 RBS 6 

CREDIT AGRICOLE 6 AMBAC 6 

SOC GEN 4.8 WAACHOVIA 4.7 

SOURCE: “Tackling subprime- solution and suggestion” Banking and Finance, Jan 2010 
 

INTERNATIONALISATION OF GLOBAL FINANCIAL CRISIS 
The intensification of the financial crisis in the international financial markets of advanced economies that started around mid-2007 has hit much harder than 

expected.GFC is not confine to one economy or a region but having a global contagion effect. Main reason behind the rapid spread of financial crisis that USA 

accounts for one fourth of world's GDP and a slowdown there has corresponding influence anywhere. Global financial crisis that emanated from United States 

(US) has led to liquidity and solvency problems all around the world. Countries like the UK and USA which have been at the centre of the crisis see their 

currencies in danger of sliding, both because their governments need to borrow abroad and because of a general lack of confidence. At the time of writing the 

dollar remains relatively strong simply because of the weakness of other currencies, but sterling has fallen dramatically against both the dollar and the euro. The 

magnitude of the crisis will depend on the response of the USA and EU. Trillion dollar rescue packages are launched around the world, but while the markets 

may eventually respond, the UK is already in a recession. Its magnitude will depend, in part, on how accommodative monetary policy can be, with the recent 

interest rate cut a sure sign the authorities are concerned more about the financial crisis than recent inflationary pressures. Global financial crisis has gripped the 

entire world economy, Europe, Australia, Asia, North America, South America are all severely hit by adverse gravity of the crisis. So far the crisis has mainly 

manifested itself in domestic monetary developments in the largest economies, although countries like Iceland, Ukraine, Hungary and the Baltic States have 

been driven to seek IMF or EU help. Investment bank UBS stated on October 6 that 2008 would see a clear global recession, with recovery unlikely for at least 

two years. Three days later UBS economists announced that the "beginning of the end" of the crisis had begun, with the world starting to make the necessary 

actions to fix the crisis: capital injection by governments; injection made systemically; interest rate cuts to help borrowers. The United Kingdom had started 

systemic injection, and the world's central banks were now cutting interest rates. The global economy weakened through 2008, with the final three months of 

the year being marked by a fall in global demand of unusual severity. Worse still, all available lead indicators point to the downslide continuing through most of 

2009. The financial crisis that began in the US in 2007 has now become a full scale economic crisis affecting virtually the entire global economy, including 

countries which had not been directly exposed to the toxic financial assets that triggered off the crisis in the US and Europe. The Japanese economy second 

largest economy in the world has been reported to have declined by a 12.7 per cent annualised rate in 4Q08, the sharpest decline in 35 years. Table-2 shows the 

world trade projection, exports and imports of advanced and emerging countries projected by IMF. 
 

Table - 2: WORLD TRADE PROJECTIONS 

% y/y        2006  2007  2008  2009  2010 
World trade volume (goods and services)   9.4  7.2  4.1  –2.8  3.2 
Exports 
Advanced economies      8.4  5.9  3.1  –3.7  2.1 
Emerging and developing economies    11.2  9.6  5.6  –0.8  5.4 
Imports 
Advanced economies      7.5  4.5  1.5  –3.1  1.9 
Emerging and developing economies    14.9  14.5  10.4  –2.2  5.8 

Source: IMF, 2009. 
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According to the IMF, world trade growth is projected to contract by –2.8 per cent in 2009 after a peak of 9.4 per cent in 2006. In this worse scenario growth 

projection of world economy was also affected Export and Import of the advanced country is estimated to decline at a higher rate in comparison with emerging 

and developing country.  

At the same time, a sharp decline in Asian countries foreign trade was presents a mirror image of the complete collapse of Asian trade. Table-3 depicts the 

comparative figure of May 2008 and May 2009, demonstrates the decline of merchandise export and import of Asian economy.  

 

TABLE - 3 COMPARATIVE STUDY OF EXPORT AND IMPORT OF ASIAN COUNTRY 

   Country      Export    Import 

        (Decline %)   (Decline %) 

   CHINA      26.3    43.1 

   INDIA      37.1    37.3 

   JAPAN      49.4    42.7 

   KOREA      15.4    24.3  

   MALAYSIA      29.8    30.3 

   TAIWAN      26.6    40.3 

   THAILAND      44.4    56.6 

Export of China was decline by 26.3% and import by 43.1% while the export figure of second largest economy Japan (in terms of GDP) was decline by 49.4%. 

India was also one of the victim of financial crisis where export and import contracted by 37%.   

The financial crisis affected the world stock markets even in India.  The combination of a rapid sell off by financial institutions and the prospect of economic 

slowdown have pulled down the stocks and commodities market. Stock prices have fallen by 60 per cent. India’s stock market index—Sensex— touched above 

21,000 marks in the month of January, 2008 and has plunged below 10,000 during October 2008. Table- 4 revealed the clear cut picture of major stock exchange 

and the impact of global financial crisis on world stock market during 2008. 

 

TABLE - 4 IMPACT OF GLOBAL FINANCIAL CRISIS ON WORLD STOCK MARKET 

COUNTRY INDICES STARTING   OF 2008 CLOSING OF 2008 DECLINE IN % 

USA DOW JONES  13043.96 8776.39 -32.72 

USA NASDAQ COMPOSITE INDEX  2609.63 1577.03 -39.56 

UK FTSE 100  6416.7 4434.17 -30.9 

GERMANY DAX INDEX  7908.41 4810.2 -39.18 

FRANCE CAC 40 INDEX  5550.36 3217.97 -42.02 

SPAIN IBEX 35 INDEX  14856.5 9195.8 -38.1 

SWITZERLAND SWISS MARKET INDEX 8318.82 5534.53 -33.45 

RUSSIA MICEX INDEX 1906.86 619.53 -67.51 

AUSTRAIAN AUSTRAIAN TRADED INDEX 4509.24 1750.83 -61.17 

MAURITIUS SEMDEX  1857.78 1182.75 -36.33 

JAPAN NIKKIE 225  14691.41 8859.56 -39.7 

HONG KONG HENG SENGINDEX  27560.52 14387.48 -47.8 

CHINA SHANGHAI SE COMPOSITE INDEX5272.81 1820.8 -65.47 

SOUTH KOREA KOSPI INDEX  1853.45 1124.47 -39.33 

 SINGAPORE STRAITS TIMES INDEX 3444.34 1761.56 -48.86 

TAIWAN TAIWAN TAIEX INDEX  8506.28 4591.22 -46.03 

INDIA BSE SENSEX 30 INDEX 20300.71 9716.16 -52.14 

INDIA NSE S&P CNX NIFTY INDEX  6144.35 2979.5 -51.51 

SOURCE: http://www.bloomberg.com/markets/stocks/world-indexes/ 

During an economic decline, the global economy marked by a fell in collapse in the stock market. USA market indices Dow Jones fall down from 2609.63 at the 

starting of 2008 to 1577.03 at the end of the year and Japanese market from 14691.41to 8859.56 in 2008. The index fell 777 points on 29 September, its biggest 

ever one day fall. Stock market of china had a downfall of 65.47% in 2008. Indian stock market was also not untouched with the effect of global financial crisis. 

As the effect, BSE SENSEX (1978-79=100) falls down by 52.14% and NSE S&P CNX NIFTY INDEX by 51.51%. 

 

FIGURE – 2: TREND OF THE MAJOR STOCK EXCHANGE INDEX FOR THE FINANCIAL YEAR 2008 
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INDIAN INSURANCE INDUSTRY 
Insurance is basically a protection against a financial loss which can arise on the happening of an unexpected event. Insurance companies collect premiums to 

provide for this protection. By paying a very small sum of money a person can safeguard himself and his family financially from an unfortunate event. Insurance 

is a contract between the person who buys Insurance and an Insurance company who sold the Policy. By entering into contract the Insurance Company agrees to 

pay the Policy holder or his family members a predetermined sum of money in case of any unfortunate event for a predetermined fixed sum payable which is in 

normal term called Insurance Premiums. 

In India, insurance has a deep-rooted history. Insurance in various forms has been mentioned in the writings of Manu (Manusmrithi), Yagnavalkya 

(Dharmashastra) and Kautilya (Arthashastra). The fundamental basis of the historical reference to insurance in these ancient Indian texts is the same i.e. pooling 

of resources that could be re-distributed in times of calamities such as fire, floods, epidemics and famine. The early references to Insurance in these texts have 

reference to marine trade loans and carriers' contracts. 

Insurance in its current form has its history dating back until 1818, when Oriental Life Insurance Company was started by Anita Bhavsar in kolkata to cater to the 

needs of European community. The pre-independence era in India saw discrimination between the lives of foreigners (English) and Indians with higher premiums 

being charged for the latter. In 1870, Bombay Mutual Life Assurance Society became the first Indian insurer. At the dawn of the twentieth century, many 

insurance companies were founded. In the year 1912, the Life Insurance Companies Act and the Provident Fund Act were passed to regulate the insurance 

business. The Life Insurance Companies Act, 1912 made it necessary that the premium-rate tables and periodical valuations of companies should be certified by 

an actuary. However, the disparity still existed as discrimination between Indian and foreign companies. The oldest existing insurance company in India is the 

National Insurance Company Ltd., which was founded in 1906.  The Government of India issued an Ordinance on 19th January, 1956 nationalising the Life 

Insurance sector and Life Insurance Corporation came into existence in the same year. The Life Insurance Corporation (LIC) absorbed 154 Indian, 16 non-Indian 

insurers as also 75 provident societies—245 Indian and foreign insurers in all. In 1972 with the General Insurance Business (Nationalisation) Act was passed by 

the Indian Parliament, and consequently, General Insurance business was nationalized with effect from 1st January, 1973. 107 insurers were amalgamated and 

grouped into four companies, namely National Insurance Company Ltd., the New India Assurance Company Ltd., the Oriental Insurance Company Ltd and the 

United India Insurance Company Ltd. The General Insurance Corporation of India was incorporated as a company in 1971 and it commence business on January 

1st 1973. The LIC had monopoly till the late 90s when the Insurance sector was reopened to the private sector. Before that, the industry consisted of only two 

state insurers: Life Insurers (Life Insurance Corporation of India) and General Insurers (General Insurance Corporation of India)
1
. The Government introduced 

reforms in the insurance sector in 1990s, primarily to encourage more domestic investments to increase insurance coverage and create an efficient and 

competitive insurance industry. The Government’s monopoly came to an end in 1991 when restrictions on the entry of private and foreign companies were 

lifted. The effect of insurance reforms has been positive on the insurance industry. There has been positive growth in all the segments, with investments flowing 

in the right direction. Reforms have helped to achieve rapid growth in critical areas and sustain them over a period of time through channelized strategies. The 

insurance sector, which was nationalised in 1956 (life) and 1972 (non-life), has been playing an important part in the country’s financial development. In 1999 

the Insurance Regulatory and Development Authority (IRDA) Act was enacted, which opened the insurance sector to private players. During the past 5 years, the 

sector grew in terms of size and in terms of penetration. After the sector was deregulated, the market was invaded by diverse insurance product offerings that 

stressed on marketing and distribution strategies. Though the insurance sector was highly concentrated, it showed a declining trend in concentration after the 

sector was opened to private participation. 

The growing demand for insurance around the world is having a positive effect on the insurance industry in all economies. The global insurance premium for the 

year 2009 was USD 4066 billion, which is 1.1 per cent (inflation adjusted) lower than USD 4220 billion reported during the previous year 2008. The share of life 

insurance business was 57 per cent in total premium collection. While life insurance business collected USD 2331 billion as premium, the same for non-life 

business was USD 1735 billion. During 2009, the premium in life insurance business fell by 2 per cent on account of double digit decline in premium collection in 

USA and UK. However, compared to 2008, when life insurance premium fell by 5.8 per cent, this is an improvement on account of the improved sentiment in the 

calendar year 2009.
 
The real growth in terms of global premium for the year of 2009 was in negative  

(1.1%) where as growth in premium for industrialised nations was -1.8%. Emerging market reported to grew at the rate of 3.5% and the Asian country by 2.8% in 

terms of premium growth. In sixty-six per cent of the countries, insurance grew faster than GDP, which shows the robustness of the industry. 

India is the 5th largest market in Asia by premium following Japan, Korea, China and Taiwan, has the potential to become one of the biggest insurance markets 

in the region. For India, increasing GDP, coupled with the growth in demand, has opened many doors for the country’s insurance industry. In life insurance 

business, India ranked 9th among the 156 countries during 2009, the life insurance premium in India grew by 19.68 per cent where the global life insurance 

premium had contracted by 2 per cent. The share of Indian life insurance sector in global market was 2.45 per cent during 2009, as against 1.98 per cent in 2008. 

The non-life insurance sector witnessed a marginal growth of 1.6 per cent during 2009. However, its performance was better when compared to global non-life 

premium, which contracted by 0.1 per cent during the same period. The share of Indian non-life insurance premium in global non-life insurance premium 

remained very low at 0.46 per cent and India ranked 26th in global non-life insurance premium. 

Insurance is a federal subject in India and the matter of solicitation. The Insurance industry in India has gone through a gradual change. Over the past decade, 

there has been increase in premiums, players and outreach. The number of insurers has also increased making it mandatory for the regulatory authorities to put 

in place a revised regulatory framework. The Insurance industry, like many other industries has also become competitive with number of insurers attracting 

investors with numerous product innovations. A combination of these factors along with strong economic growth in the last few years has positioned India as a 

regional insurance hub and now India aspires to be an international financial centre. The pace of growth of this industry is fast. Market structure and major 

players of Indian Insurance Industry may be classified as- 
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 http://en.wikipedia.org/wiki/Insurance_in_India 
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TABLE-5 

 

 
 
 
  
 
 
 
 
 

PUBLIC PRIVATE 
National Bajaj Allianz 
New India Bharti AXA 
Oriental Cholamandalam 
United India Future Generali 
 HDFC Ergo 
 ICICI Lombard 
 IFFCO Tokio 
 Raheja QBE 
 Royal Sundaram 
 Reliance 
 SBI General 
 Shriram 
 TATA AIG 
 Universal Sompo 
 

SPECIALISED RE-INSURER 
AIC GIC 
Apollo Munich Health  
ECGC  
Max Bupa Health*   
Star Health  
Note : * Insurers have commenced operations in 2009-10 

Source- Annual report of IRDA 2009-10 

 

CAPITAL REQUIREMENT AND FOREIGN PARTICIPATION 
The improvement in FDI flows reflected the impact of recent initiatives at creating an enabling environment for FDI and for encouraging infusion of new 

technologies and management practices. The government’s proposal to increase the FDI cap in the insurance sector from the present 26 per cent to 49 per cent 

has raised expectation among the international insurance companies.  

 

FINANCIAL CRISIS AND INDIAN INSURANCE INUSTRY 
The Indian economy has been growing and has become one of the fast growing economies in the world. With the growth of industry, trade, and commerce the 

insurance also grew over a period of time and gained maturity. The insurance sector was opened up in the year 1999 facilitating the entry of private players into 

the industry. With an annual growth of 24.6 per cent and the largest number of policies in force, the potential of the insurance sector is huge. India’s insurance 

industry recently underwent major structural changes. Both the life and general insurance sectors, which were nationalized in the 1950s and 1960s, respectively, 

saw an across-the-board liberalization process in 2000. Since then, the Indian insurance sector has enjoyed rapid growth. This remarkable increase has been a 

result of the growing contribution of the life insurance sector as compared to the general insurance sector. The contribution of life insurance premiums to the 

GDP called as Insurance Penetration has increased from 2.26% in 2003 to 4.6% in 2009. Life insurance penetration in India was less than 1 per cent till 1990-91. 

PUBLIC PRIVATE 
 LIC ING Vysya 
 HDFC Standard 
 Birla Sunlife 
 ICICI Prudential 
 Kotak Mahindra 
 TATA AIG 
 SBI Life 
 BAJAJ Allianz 
 Max New York 
 Met Life 
 Reliance 
 Aviva 
 Sahara 
 Shriram 
 Bharti Axa 
 Future Generali 
 IDBI Federal 
 Canara HSBC 
 Aegon Religare 
 DLF Pramerica 
 Star Union Dai-ichi 
 India First 

MINISTRY OF FINANCE 

       (GOVERNMENT OF INDIA) 

   INSURANCE REGULATORY AND 
DEVELOPMENT AUTHORITY (IRDA) 

LIFE INSURANCE (23) NON-LIFE INSURANCE (24) 
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During the 90’s, it was between 1 and 2 per cent and from 2001 it was over 2 per cent. However, the contribution of the general insurance sector has remained 

almost constant. The growth of the insurance sector in the last decade has made it one of the promising sectors in the economy. Another measure of insurance 

development is per capita spending on insurance, i.e. insurance Density. An average Indian spent USD 11.5 on insurance products in 2001, comprising USD 9.1 

for life insurance and USD 2.4 for non-life insurance products.  

The following table depicts insurance premium as a percentage of GDP and Insurance density (life and general) in India: 

 

TABLE - 6   INSURANCE PENETRATION AND DENSITY IN INDIA 

YEAR LIFE INSURANCE 

 

 

PENETRATION   DENSITY 

 

NON LIFE INSURANCE 

 

PENETRATION   DENSITY 

TOTAL 

 

 

PENETRATION   DENSITY 

2001 2.15            9.1 0.56                     2.4 2.71                    11.5 

2002 2.59                      11.7 0.67                     3.0 3.26                    14.7 

2003 2.26                      12.9 0.62                     3.5 2.88                    16.4 

2004 2.53                      15.7 0.61                     4.0 3.17                    19.7 

2005 2.53                      18.3 0.61                     4.4 3.14                    22.7 

2006 4.10                      33.2 0.60                     5.2 4.80                    38.4 

2007 4.00                      40.4 0.60                     6.2 4.70                    46.6 

2008 4.00                      41.2 0.60                     6.2 4.60                    47.4 

2009 4.60                      47.7 0.60                     6.7 5.20                     54.3 

Source; Swiss Re Sigma various volume and annual report of IRDA 

• INSURANCE DENSITY IS MEASURED AS A RATIO OF PREMIUM (IN USD) TO TOTAL POPULATION. 

• INSURANCE PENETRATION IS MEASURED A RATIO OF PREMIUM (IN USD) TO GDP. 

The Indian insurance sector has seen rapid growth. The total premium of the insurance industry has grown at the rate of 19.49 per cent in 2009–10 to reach INR 

3012.66 billion. Life insurance premium has grown at a high rate of 19.68 per cent valued INR 2654.5 billion in the same year. At the same time non life 

insurance total premium underwritten was INR 358.16 billion, grew at a rate of 18 per cent. 

 

FIGURE - 3     TRENDS SHOWING TOTAL PREMIUM OF INSURANCE INDUSTRY 

 
 

TESTING OF HYPOTHESIS 
H0 (Null Hypotheses) = There is no significant difference on single year premium business of life insurers in India of global financial crisis. 

HA (Alternative Hypothesis) = There is significant difference on single year premium business of life insurers in India of global financial crisis. 

 

TABLE-7 TEST OF HYPOTHESIS TO DETERMINE THE IMPACT OF GLOBAL FINANCIAL CRISIS ON SINGLE YEAR PREMIUM BUSINESS OF LIFE INSURERS IN INDIA 

           PREMIUM FOR CRISIS PERIOD              PREMIUM FOR POST CRISIS PERIOD 

MONTH          X1          X1-M1          (X1-M1)
2
 MONTH            X2      (X2-M2)          (X2-M2)

2 

Apr-08 2780.1 -3031.235556 9188388.993 Jan-09 13043.7 3436.5253 11809706.37 

May-08 5339.22 -472.1155556 222893.0978 Feb-09 6679.93 -2927.2447 8568761.339 

Jun-08 6201.32 389.9844444 152087.8669 Mar-09 15090.9 5483.7253 30071243.53 

Jul-08 5858.41 -3031.235556 9188388.993 Apr-09 3601.58 -6005.5947 36067167.3 

Aug-08 6273.57 462.2344444 213660.6816 May-09 5052.47 -4554.7047 20745334.6 

Sep-08 8148.55 2337.214444 5462571.359 Jun-09 5802.28 -3804.8947 14477223.42 

Oct-08 5087.37 -723.9655556 524126.1256 Jul-09 7540.21 -2066.9647 4272342.933 

Nov-08 5652.39 -158.9455556 25263.68963 Aug-09 9044.18 -562.99467 316962.9947 

Dec-08 6961.09 1149.754444 1321935.283 Sep-09 8005.88 -1601.2947 2564144.609 

    Oct-09 7644.71 -1962.4647 3851267.568 

    Nov-09 8668.12 -939.05467 881823.667 

    Dec-09 12201.1 2593.9253 6728448.635 

    Jan-10 7789.71 -1817.4647 3303177.815 

    Feb-10 8543.85 -1063.3247 1130659.347 

    Mar-10 25399 15791.825 249381747.4 
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∑X1= 52302.02      ∑X2=144107.62  
 n1=9   ∑(X1-M1)

2=26299316.09   n2= 15     ∑(X2-M2)
2=394170011.5 

  
 M1= 52302.02 = 5811.33556       M2=144107.62 = 9607.174667 
    9               15     
 

S=   ∑(X1-M1)
2 + ∑(X2-M2)

2 = 4371.755044 
      

               n1+n2-2 
 
t= M1-M2          n1n2        =2.0595 
          S              n1+ n2 

For v = 22, t 0.05 = 1.72 
 

ANALYSIS OF TEST 
The calculated value is more than the table value. Hence, the Null Hypothesis is rejected and Alternative Hypotheses is accepted. Global financial crisis had an 

impact on crisis and Post crisis premium of life insurance industry of the country. The above test reaffirmed the impact of global financial crisis on premium of 

life insurance industry in India, also supported by the figures which show single year premium collection of life insurers fall in March 2009 by 28.2 per cent as 

compare to March 2008. Growth rate of total premium of insurance industry has also increased but at a diminishing rate in 2008-09 in comparison of past years. 

in reality  

 

CONCLUSION 
The global economic slowdown has hit the vital sectors of our economy, posing serious threats to economic growth. The crisis is forcing countries around the 

world to test the limits of their fiscal and monetary tools. India is no exception. A series of fiscal and monetary measures have been taken by the Government 

and the RBI to minimize the impact of the slowdown as also to restore the economic buoyancy. 

The role of insurance companies may be describes as shock absorbers in the financial crisis. Insurance companies are major investors in financial markets. On 

aggregate, the largest investors worldwide are investment funds, followed by insurance companies and pension funds. Moreover, a part of the assets under 

management of private equity and hedge funds are owned by insurance companies and pension funds. Insurance companies have generally not had to sell into 

falling markets as a result of leverage, liquidity, regulatory and other considerations. They also have continued to write insurance business in a variety of areas, 

thus not only supporting economic activity in this context, but also generating premium incomes that have at least partly been re-invested in financial assets 

making these investors major players in global financial markets. One of the positive factors for insurance companies is that they are typically funded by a 

relatively stable flow of premiums, with very limited reliance on short-term market funding. As a result, they typically bear far less liquidity risk than commercial 

or investment banking firms. 

 Finally paper is concluded with the remark that the impact of the slowdown on India’s growth rate is certainly not alarming. India still is one of the fastest 

growing economies in the world. With the right mix of monetary and fiscal policies plus domestic reforms of the productive sectors, as an economy, India has 

the potential to emerge from this global recession stronger than before. 
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