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Sample Pages of Guidebook
Chapter — 1: The Concept of Risk
Risk / sirfere The term "Risk" has several meanings. / €153 "SITTEH" & F2 o7 2|

It means exposure to events which cannot be predicted. / SH&T AqAd 3T
AT o AT | g Foraeht wfercaaroft 9t B S gar g

It means exposure to danger. / THHT AAAd GAY & AATALIT H 2

It means chance of bad consequences. / THT 7 T TUTHT & HAR T

It is the exposure to events which cannot be predicted with absolute certainty.

| TE 3T AT FT AT g Foreht quf fAfSraar & arer wiercaarofy /g £ 5

LEEL
Meaning of "Future uncertainty as regards financial loss" / fa=f=r g1 & Heier & 91t
Risk / Sirfey 1 SR

ER]
Type of Risk / 1. Business Risks or Speculative Risks or Dynamic Risks (All are same) /
STTTere  SehTe ST SR AT F2T SR 7 Tisfier s (weft s 2):
o Outcome of an occurrence may be “a loss or a profit”. / Te AT T
TR "THETT AT ATH" FT T 2
e These Risks are Not-insurable / 7g STTew fafaa-amT 751 2
2. Pure Risks or Static Risks. (Both are same) / §[& STTE® T #fea (o)
SICEE
e Outcome of an occurrence may be only “loss”. / T =T &1 THOTH
Fa "THAT" BT Tl g
o 7z Sfer Rffa- &
Above characteristics differentiate Pure Risks from Business Risks. / 39T<h
TOrIaTy STITT ST F7 9[F S| & T Fd 2
Examples of e Technical / T 1¥T: New Technology / 7% &I
Business Risks e Social / THTRI: Consumer Behavior / STHIRRT @
e Economic / af¥e: Inflation, Tax Policy, Competition / FaTeifa, ¥ i,
EIGRURE
e Political / TrsI=Ifd#: War, Nationalization / T3, TITga=<or|
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Other reasons

of Business

Risks / =TT

S| F o
Earaull

Production may not achieve planned output at the planned cost due to
uncertain events such as non-availability of raw materials or increase in their

cost or labour problems in the form of strikes or work to rule or go-slow

tactics. / AT TeATH SI# g AIA AT ATAAHAT AT IAHT AN § Flag AT

ZEATA AT MAATTETE T F2A AT {7 1 6T ORI 6 T F =7 FAEATAT 6 FHLT
IeqTae T @R aw R Scared 9T 981 FT g9 gl

A firm may fail to sell its products at the planned price because of competitors’

actions in terms of reduced prices or better products or changes in fashion
and consumer tastes and preferences or reduced consumer spending power
due to recession, unemployment, etc. Reduced price due to competition.
Export sale may be affected by war, changes in exchange control regulations,
tariffs, import quotas. / FH FIHAT AT AZAT IATAT & Tad § Taeafdai & w1t a7
I SlI¥ ITAITHT o TATE A TTATHHRATA H TZATT AT HAT, SIS SATS o FHIE0T
ITATHT T TH T 6T SAHAT § FHT F 0T TF FH I IcATET T (AIrT Jox
¥ = H e g1 w81 Rata feft 1, e Feer et § aaem, 2o,
SAMATT FleT F TATHAT gT Taha T g

Most businesses depend upon credit for financing. Working capital may be
affected if bank credit is not easily available or there is increase in market
interest rates. Another risk is the failure of debtors to settle their debts. This
problem is often encountered in overseas trade where the buyer may be
unable to pay because of exchange control regulations or other restrictions by

the government of his country. / stferRter e =TT F forg =z ux fAdw
g1 T §F 0T STTETHT & ITAH Tl g IT 54T a2 H g1 g & ar wraefie goir
TATIAT BT Tl g1 T AT TITEH AT FTET AT 30T FohTe | Froherar g1 7g
THET FFa faeeft ST § |19 STt g g @YaT 9 397 il FLRT g0
e = R = e wiaeet & 10T ST F § A9Hy g1 9har gl

Business risks are also known as speculative risks because their outcome
may be a toss or a profit. Under competitive condition, one firm may suffer a
toss but another firm may make a profit. Closely related to speculative risks
are dynamic risks which arise from the changes that take place in every
society, that is, economic, social, technological, environmental and political
changes. The characteristics of business risks or speculative risks or dynamic
risks are evident in the exposure of individuals or organizations to financial
market transactions. / ZTIETAF STITEHT HT TET STEH & =T | ST 1 707 8

F TR SRt TROTTH 2T =T AT T g1 weRaT g1 waewet i Rufa #, vw v Ay
THATH BT THhaT g ATohed THLT HOAT ATH FHAT T T 5| TET STTEHT o Hewear 4
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Tefara idefier siferw 2ra & ST 2% g9t § 21 a1 afiadt, a=T smfE,
ATATISR, THAThT, TATELOT 3T TSI TREdAT & 3T g &1 SATaaTah
ST AT FET ST AT TIA9iTer STaei st Ereraard SREFT 37 TReAT & f@aiT
T § AR o HILOT TATET v 2l

Financial market comprises such entities as banks, non-banking finance

companies, mutual funds, life and general insurance companies, etc. These
institutions provide a mechanism for transfer and pooling of savings and
deposits and investment of these resources subject to the parameters of
safety, return, liquidity, diversity and capital appreciation. / fa<fr= aTeiTe § &,
AT &1 T FEATT AT % ATIEST 6 T T=d S STHT & geaiaeoT i< I 3
= HETYAT o A TF AT, aeAdr, AT oY St & ofT U SHaedT a9
FLAT Bl |

These entities are exposed to various risk factors such as recession in the

economy, fiscal, monetary and credit policy of the government, imprudent
management of funds and investment portfolio, increasing bad and doubtful
debts, non-performing assets and so on and so forth. / I Feamt f&feer Srfew
FICHT | TATIAT T & ST T srefearaett ® Hal, I 6T TSalu i, Hifseh e
ST {I, o 3 fRerer TrEwrforaT #1 srfaesget weu, Ed gu Y o d@ieve &,
7-fAearfaa aftEatat st

Business risks normally benefit society and the economy in the long run but
they are generally considered less predictable because they do not occur with

any precise degree of regularity. / STaET STTEH M AL I¥ o 0T F THTSA

ST STTATAT T ATH TgATd & AThed Ivg AH AT I TATTATIAT FL ol TEATAAT
FH T ST g FA 1 o Fataaar i Gt §F 9t e & | 987 gra &

Business o Business risks are generally uninsurable because insurers do not have

Risks/ sufficient knowledge of the various factors which affect such losses. /
T ST ATH FIE 9T FHT-TRT T21 g1 & FAT1h STHTRATA Rl UH THETT
FT TATIAT FA AT FATHST FTLRT o 1< | TATH AT A2l 31 2|

e Speculative or Business or Dynamic risks are controlled by general
management. / FET AT SATATT AT (el ST ATHTT Faed g =T

T ST 2
¢ In all economic enterprises, profit is the reward for uncertainty bearing

and is responsible for economic development. / &<t st =t &, @197
AATHTAT & [T AT g i Stie (A &1 97 FF 2l
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Management of e

Business Risks

| SATITT STTEH
EIRCERT

Pure Risks /
qE S

Type of Pure
Risks

4.
5.

—

Diversification: There are less chances of loss to a manufacturer who
produces and markets wide diversity of products in comparison of one

who concentrates on single product. / T# & ItqT& ¥ A% T arer fAmtar
& eI (AT TH o ICATE I U S9 a1l (AT &l g il TFTa=T
FH I 2l

Diversification of geographical area: If business is transacted on a world-

wide scale, losses in one part of the world may balance balanced by the
profit in other areas. / IT& AT fersa=aTdT T 9= foFaT STTaT 8, a1 gHAT *
U 550 | g ATl THATE T &1 § A7 F X 1 T 2|

Larger capital / 2T IS Risks may also be spread over larger capital.
Example: A sole proprietor may enter into partnership with others so that

losses and profits are spread over a wider field. / a1 gSft g=T T STTferT #r
HATAT ST THAT &1 SETEIT: T AT HIeTeh GALT o AT ATHAGT T Tl
ATEF THATA ST TATHT ATIS & § Fef Toh|

Recession following a period of prosperity / F9f #T srafer & a3 #al: To
manage this, reserve funds are created out of profits to be utilized in
recession period. / THFT T4 F & forw, g=t ft srafer & forw, e o
srefera fAfer dame i S @)

Pure Risks or Static Risks occur with a degree of regularity over a period

of time. / (5 STTE® =T fRux Tew uF a8 it sty § Hartaaar £ afmmor
& |1 graT gl

Pure Risks are predictable based on past loss experience and application
of statistical laws and techniques. / [ STifew fUser g1fa srqwa, Fiferh
TR S TaeTent o ITANT o AT 2 STATHT (6T ST Tl 2|

Chemical / T af=: Fire, explosion / 3T, faeshie

Natural /‘Sl'lTi%FF: Cyclone, Flood, Earthquake / =4aTd, 917, W

Social / @TaTRF: Riot, Strike, Theft, Fraud, Negligence / &3TT, ggdT, =<,
eTETETET, ATILATRT

Technical / @&=T1: Machinery Breakdown / Hefia<t geeT

Personal / Zf<wTa: Death, Disablement, Sickness / |Td, ST&THaT, ST

Minimization of = Risks may be minimized or eliminated through better management, for
Risks example: / SgAT THL & HTLAH F SIITEH T FH AT AT ST Thd T &, ST

Improvements in plant and machinery. / 2= 3T 7 & e

Change of process: Use of electricity as a source of power instead of

steam from a boiler. / IfFaT & qfEaq: aiga< T 919 1 Ty faseh F =
T ITAMT
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o Personal injuries may be reduced by safety measures such as fencing of
machinery. / FfAET § TS TR STET AT SUTHT F AR ATl FH AT
STT |haT 2

o Damage to goods in transit may be reduced by better method of packing.
| ITRTHA H /T o T w1 G A7 agaw @fd & 7 B S awar 21

In spite of all preventive measures accidents do occur, for example: / Tt

AT 3T F ATASE HEAT BT 8, SATL & o

e A motor cyclist may maintain his vehicle in good condition and drive very
carefully and yet may be knocked down by another vehicle whose driver
loses control. / T& HIe< ATihe Ao AU ATg Tl A=l gTAd § FATT Tl
g oI Fga ATaeTH | 3159 Fal &, e ot et o aTge g1 ofet ST 9%dT g
et =Teres fA=rr | 3aT 2

¢ Inspite of “no smoking rule” a worker may carelessly throw a lighted

cigarette which may cause a fire in godown._"g&aT fAte F=" & aTas@
U FHAT ATILATRT & T ek TehaT & e e & 07 o7 9 )

¢ Floods, Cyclones, Earthquakes etc, known as Act of God Perils, are
outside of human control. / ATz, FFATd, T TeAT, e Ffaw-smaeT & =7
H STAT STAT 8, /e {917 % &g 2

The term pure risk is used to designate those situations where the occurrence

of the event results in a loss as distinguished from a speculative risk where
the outcome may be a loss or profit. / 815 ST eTs3 FT ITANT 39 it =
At F7 & forg T STaT & S|t oAt & =feq g & e g gl g, ored I8
ST STITEH & ST ZaT g STl TITH T JT ATH I1 3T 9T gl

Pure risks are also known as static risks as distinguished from dynamic risks.

They occur independently of dynamic risks. Losses by these risks may occur
even if there were no changes in the economy. These losses arise from
causes other than changes in economy such as perils of nature, human

behavior e.g. negligence, dishonesty, riots and strikes, fires and explosions,

etc. / & SITEHT T THaefie ST & e S5 {ae el & =7 § df STE7 Srar
21 T iaefie ST 6t T § T &9 F qied gid 8| ATTTedqT § FE 9819 7
B I AT =9 STHT & THATT gl Johal gl T g AFeaaeT | aiadd & amar
AT FILOT F ITH g1 8 TH T o Gaq¥, AAF-ATgE ST ATILATGl, SHTAT, & T
AT g=aTe, T ue faenre, sfw

Pure risks or static risks occur with a degree of regularity over a period of time

and as a result are generally predictable based on past experience and

S-01: Principles & Practice of Insurance and Survey & Loss Assessment Page 6



©Usha Deep Academy

application of statistical laws and techniques. / S[& STITE® T TTda STEH TFH
ffera srafer & fafaaar & e =afea g 8, R aRomaessT s 9 1 e
AT 3T TR AT ST TERATRT o FATTTNT 6 ST TT TART STHTH AT
ST AT g
The problem of Pure Risks can be minimized to some extent but it cannot be eliminated. Hence
it was found necessary some technique or device or method to deal with the Pure Risks and its

financial consequences. Answer was found in Insurance System. $[Z STTTEH T THEAT T T 2
T i THIT ST T T § AT S8 THTT Tal AT ST ThdT gl ST F SITTaH 3T 396 i
oot & fAved % forw Fg aae s 31 3UTT 37 fAfer 1 g swaears 9T AT 6T Ot § g6
SEIERT I
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