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A STUDY ON FRAUDS IN INDIAN LIFE INSURANCE SECTOR

= H. Radhlka

Absiract

India, one of the fastest growing economies in the world has witnessed a significant rise in
the demand for insurance products. Over the last 10 years, the insurance industry has grown at a
annual compounded growth rate (CAGR) of around 20%.The o pening up of the market to private
and international participation has seen the market grow rapidly, adding new products, distribution
channels, geographies and customer segments as it has evolved. However, with the increasing
growth in the industry, there has also been an increased incidence of frauds in the country. The
industry has witnessed an increase in the number of fraud cases in the last few years, Due 10
which the overall costs of insurers and premiums for policyholders are increasing. This may threaten
their viability and also have a bearing on their profitability. Hence, companies and regulators need
a more vigorous fraud management framework. Therefore, the present study focuses on various
types of frauds taking place in life insurance sector and the measures taken by Insurers and IRDA
as a regulator to prevent the same to protect the interest of insurers and policy holders.

Key words: Life insurance frauds, Role of IRDA, measures taken by insures and IRDA.

1. Introduction

India is one of the fastest growing economies among BRIC countries, and so is the case
with the country’s insurance sector. After liberalization of Insurance sector many private companies
entered in to market with various attracting schemes which cater the needs of policy holders by
bringing awareness among the customers. The Indian life insurance market has grown almost four
times in the last ten years in terms of premium collected from $§ 11.5 billion in FY 2003 to $39.9
billion i financial vear 2012, Life insurance density expanded from $11.7 in 2002 to $49.0 in the
year financial year 2011 at a CAGR of 17.2%. But at the same time, estimated losses to customers
on account of mis-selling of life insurance products amounted to § 28 billion or INR 1.5 trillion

3}
Q r. Assisiant Professor, Oepl. of Business Manogemeni, Badruke College G Centre, Kochiguds, Hyderabad, T.5.-27.
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ABSTRACT

Various models exist for the regulation of derivative products across the globe. In some
countries, all financial markets including these for commodily derivatives and securities
derivalives are organized under one regulator, Some counlries have a very fragmenied
system of regulation with separate regulators for each class of product. In many
jurisdictions, the market for non-standardized coniracts or better known as over the counter
market or negotiated market are not under any specific regulators. Derivatives instruments
in India are regulated by the Reserve Bank of India, Securities and Exchange Board of
India (SEBI) and Forward Markets Commission (FMC). Exchange traded equity
derivatives markel is regulated by Securities and Exchange Board of India (SEBI) while
the Forward Markets Commission (FMC) regulates the exchange traded commodity
valives markel in India.

rward Markets Commission provides regulatory oversight in order to
ensure financial integrity (i.e. to prevent systematic risk of default by one major operator
or group of operators), market infegrity (i.e. to ensure that futures prices are truly aligned
with the prospective demand and supply conditions) and to protect & promote interest of
consumers /fnon-members. The present study has taken place to have an overview of
commodity derivate market in India, the formation of FMC, its functions and its role in

pma‘ecring :'nre;rnrs‘ intarests and the study also highlight the constraints faced by the
commodity derivative markets in India.

Key words: commodity derivative market, Forward Markat Commission (FMC).

INTRODUCTION

A commodity may be defined as a product or material or any physical substance like food
grains, processed products and agro-based products, metals or currencies, which
Investors can trade in the commaodity market. One of the characteristics of a commadity
is that its price is _d_eterrnined as a function of its market as a whole. Well-established
physical commodities are ag!'&-@w traded in spot and derivative commaodity market.

\:\\@}ﬁ 180l
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