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Why Nepal Re?

< Pioneer and Leading Reinsurer of Nepal

< Nepal Government Stake Security and Trust

< Financial Strength Rating: AA- Stable by ICRA Nepal

< Quality Management System: [SO 9001:2015 Certified

< Global Trust and Reinsurance Services Reassured

= Composite Reinsurer with diversified and innovative
Products Range

< Qualified and Experienced Human Resource Team

= Corporate Good Governance and Digital System

< Timely Claims Settlement and Recovery
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FHEATEE AN TEH AH FFAA
YT STEATTATE 9ie Tards ofirr
HETEYTH U ", AT T AT

AT AW wiw o I g, 9 Wi
Feiftza gog Wt Tiee, T9 WRERAT AUt
ymdtaT Feeet T & weifga awme &
T oTwEr Jufeft wAgET w7 s
YeRiiEd  URETAT ST FIRMET T gT
T FEAA & HET GANGEEST FHAT I
war § ¥ awmt g smwifea awear
ufveET FUAT HEEN T @ ST Ui
foe o geg 7
o farga § qEdm A 9w [F
A & TEE | TIE FFI AR
TR 4T AT WETRYTHT 61T AfEA 22,
A1 Fwgemdt ®aar hfevEr ge | T
T JHIE] ATE@H ATRET 7@
T TLET B | T AEH ST T 7
wifeq =Fead 9w areaad |J
IR TIT T T &g T FTAT Ul

FEIATE] Aeeited Iidg Tawr AHhd
g8 I 99 g WEE AN FEIIH
@ W BT A B AT 9 e
TEATAT TEEE | THET AfAiTh WE,
gH, giatd® ®IA TE AAYIReE!
TREAI7H @75 7 FAEAT, AeeEd
Fargd g fagus 3 )

0TO0 ST 9y AT T WRUT FAT TEOA
THHAT | TeRT Tt 99 3 €9 @IS 3y W
wET | & a7 G i w7

& frzq, uwk o 2w Sifiew arEE

g 7 FLHE T=Ad AIGHF! AT
HATZTAF! T, | THEN FI0 Araiziiead dra1
FATHT Helladia  A@HE @1 Held
ATIT 97 TET TFH @I TOE FeEHAT
#2117 Retro Cost HET3+ EE| afa=g
TEFT AT TAE AT fAE T
TH A AW FEEE T T 8 |
TST TR & 3y, 3@ 30 FF TR
T AFE EEes | FEIAe ATHRTE
TITEAT F57 WTareTe /T AT JEAE g |

FFAT 099 FTEHT TUTIOR WY ATYT FFAATRT

farfirer mrd 7w fovaeia v awifafues Temue |
FrgIST @ aavae fggym v swfafa



fermior & @t wfoer gAfaget v 2

¢ F 7 e a0 feew S
FOOAT AAt qUET AR Erdfafy dar
ferayia fAuior o+ afdfr J fao | e
TATEHT FAF FH AR FOufaEd
T AEF A9 v0ss 9t {T fAerE
AT fEwe-soes,  WEA gET
fergu-wnes, fataw dmar yreeretes
fersi-300s, dfrEa AT qugwreiey
feraym-309s, AT faveyig-3owe
gitagi @=EeA #riEia-voes,
FATELT (79T~ 2098, FHAT FolTT
T HHAA  FAE-909%, FHETE
FATNE] FT AT FIATAT-2099,
FEMII-309%, TATEUHE @A | AT
T | FEIATET AT AT R
THAATTE FIGA T 7 F81 (GiaeAes
FATSA I ATAYTFAT T TGUF E |

TLNHT DIUBICHT HFTATHT TAGAT STEaaAT

afy @t V3T § AW AT YT ity i

e T 7

S g FErATE gEard dfa F A e
AT FEER T ATEEE B
FEATE [T 3 A9 F1 [AAHT 9F
Ffg FHIT 9T R0 83 HT 9% T,
AT A, $09e 8 W/ OIY 9V WA
I0\85 /R, WY FEF 30 FIAITT qig TH
T AT 41T, J09Rico WY TeTE [ETErE
SGEITET AUE 4o Ffayreadr Haffas

B i e

AAAT T FATATAAT FA Y, FIAITTEl
qlg FUFT G | W TIETAT FEIAE T
TG FUAIE ATF. J09% /98 | ATHI
garfad s dmr FeEEE 39
¢ Far dmr wwEE fafr srEEm
TEATRIAT TEMHT ATE. 3088,/ |
10 F&, AT Y0958 HT Y T4,
AT T 909 g0 H ﬁl:EIET?FP:I'rﬁ?-fW
T AT AA W EA Y " fAefta
ArHT FETAT W 93 g2 FEAEa f2fe
A ARRIAT GUET T 99 ALEH
FOA HiET 7 Ae O e
AT TAATHFH] BIAT & T2 FEIATE
THATAT STE6TE 9T 77 99 T4
AMNEZ F2H E |

dAT wEEEET I qET HeRWETE e
A i uieaUiE ST wAT fageg
AT AUTERT #TAT S gl HTRTAIERT SRHAT
sifes ofir we wiveg aemT TodaT uom
® W ¥ AU UATAT HEGAT gl el
vaarer: faer wfar ue & &er a9 99
HIEIEHT F 7

% ErAT =rEaTE ad afaer A aetaE
Hifqe®  J91 WrEd ATHTE AT
TareiTg TET F9T THRT TEATTET AT
RTAT FT TEF 7 F o =IA TEE
T I HEH ATHE Wedd, | AT
AT TN FHY @TTEN A AT
fore GfeaTer 74T 2T ST AT
AT {99! FHIFH! FI0T TH &TTF 31T
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T TEETHF TAE T A Aad TE
TEES | AEE AuTAE ATET g 2
TET TATAHT FTAT FRTAT T EE
FATF AT ATHT FEIATETE FHAH TEF
SATHAFIE 7 AEATYAF FTAE ATZATE
ATEIEE] VI ANTHT A 99 qa17
TE WA @ | FEAEE A 0% AT
FA 3% qF ®. Yo FIE 45 GG A
THEH WA T | 51 F 30850
|1 ATH ATRTAT TUFT TTETHE TR 53
21 qATEdl | 41 GYEr | o9d 8y
FIE o3 @ AT qTRIAT AT | F09T
TATHEATAT A7 AT TEET ETeE+ Fe
R WE 94 HE 3] WTE ATED AR
TXHT T A FFETATRN BTER] Fehl TATE
Fg 3 T g ATdE | THE Hiafes
FEIATA AT F4T HH9T FARET FY
FeAT ATFlg T fata MTHAE arfed
TAT T THAFT HAATTAT MTEF T
7 AEATE AT fEART #HHA (e
ol

HAF TE T AT A A FOATE] FAEE
(Ffez) THET ST EE TR AR 97
itz =vdr FeAT AM Best & #=f7
FEU (TEFET AT ARRARRT ATTH
SEOTHT G, | WERTET A TYET Hied §-9
At fis Fame el FerETs o
it Hearer wefAgio feg wm
=l favae & W@ 3w i
(7T TS FEIATEN STATTET ATFT
T ATIAN afg gAwr OfT arer 79w |

TU HFOARRT HTGA Had &fEd @9g BT 7

ara Faz o draan gfeq &= aeiEd



SAFTT T A | AT, ROGGIR AT WX R HOHAT

afafTeR SEeqdy  FAA AT WOH T FEAAT AL

ﬁﬁwﬁ@ﬁ@ﬁﬁﬁ 0|50 AT FHATY AT ¥ qGHH | F

FAF T TR B B e T TINANR A9 FHAG A=A A

B WA W TR WA Aar N TS e PR S A G A
AT R feferesm wrey O !

& FEI WAl WH T THE U o 9w of7 wma 300s100 W A AgH@

§iaﬁﬁ? g 3 SIUET Y Y5 FHE 90
S gaE ofd AT g G gEar & oan TMHUHT &7 7 G FHATT A qEEE

BT 7 =AY F1 HE W] TAHE AT
HATFTT 7 TETT FAF [GATAA FAT ATHT
FAATAFT ANT T HE FAH T8H § |
A A+ a qAEETE |1 q g
GETT FAAT HEMGITeaE] GETUHE AT
yo g 00 TUFE TATEATS FTUA
o 2favs | od affeafaag wwee
Y ATHIE BT WEH T qatdaens
TATT Tl qUAT T @ I 74
Wmm?ﬁaﬂ?ﬂﬁm‘ﬂ&uﬁm?
AT B, I7h AN FE] AHEaut
78 @A fad wEm 9g #1d gEan
A @ | TEE AAET FEATE
Investment Software, HR Management
Software, Inventory Management
Software #¥TF F=AT wHETg Fam
HIhA % 9 29EE FATE FUEE
AT FRTEIEHT G |

IATETTHT HEAAT AHA gfuEr @ o)
9 IR ¥ T EHEN AT TIET 99
FHANT A=fed a1 7 B9 a7 uiA
HYTIA T TH AEYIEal A T
TEHATHT TEFT B | FPIATA Ieh FHAT
AT ATEEST Hemae AT gy
g7 FHET AT A ATAAT FATTET 7
Sl
FHuTq fafaemEe Seieer faem
WO WW] WA, FHETOer grataerd
T T AT TS FHART AT
et gy faera & @i

FIU TAT FATSEES, 1% 7

¥ TU FTEEE AATATEF TAAAT FEIAT
TN FHITAR FT TEG) | TS FEE
AT, AIAE TS ST,
AT HATAT, ATFAAT ATANT AT FTTA
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T T AUET [ATAHIEE FETAET
AT fafg vows == 3fg g i
T 91 THAT FEl Aee ATE &, AT
T 99 ITh [FAaAEsl 9 g9

B waEl Wit aHa AEase

qftesr FRAIAE 99 "9 qQ

gy @qw & ®Em qroAr T oAt

TS TR G ?

o AT THETHT FEIT TIAT FE TEeTAr
wOAT AUFT T A EfdEm A
#Earer giaerdt TEar 9fF 7 afaerdier
TAtTFE dare T oufg afaEwr @
TS| HHAH] SAGHTTE] ATEHT T T
FaAATE FAAGT WEE AT AGHAFT AT,
FAT FHANEANF feaerg WA S
oifE et wfg =22 & 1 = afafes
HeeA o ®IAT TEFE F|EE (Heg)
gore Tl mrEgrEre gv fafafawn
fearg frarg qa1 e sERTEEE 99
Software WETAHT FH TaTeTg T,
da9 F1% Ih 9a9 ARA FT T,

FfafaFas F9 gEE T T ATA
ROSEISR, FT AHE AT GATH TUH!
A FPIATE] @ FAIAT T4T AR
ATTATHT FFIAT TEF G |

AT T ] 6 1 7
& A9 FTHT FEOATHT 7128 TWI38 FETATE

A% HAW 7 G A9raT @ | A1
SO /T 4T A9 Y, FIAE 299 THF
T EPIARE] AE9d 419, 309Ri50 |
%0 99 3% FE UTEFEFE TE ATTE
T ARl | A FEE] ST
AT A T T F9T AGHT T TEE |
FHATEHI TH ANMGFHETE ATHTHT |
qUA  FIEE, A4 AT, [AUAE
HET AT, HAANTE g, e
dqur fagurer drar fases, 9 e
o 9eE UF Ayeds ®YHT "RAET T4
T e T4 A TF TS ATSTE
FIAEINATF  AIEATH ITE TATIA
FEANT TATIA WUEH] Fliad ATATY
e A I E L e
FAHT AHFEHAT FHA AT TH ATETG |
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aurci®! f[da aaR—Io) gigo oifdr Yfere
feisas fdo Arstem ULIP (Unit Link Insurance H
Plan) &1 RATS®I Actuary @) afdrat v bwl

~
bk ™y, g =
(fomrz=t favmmr faararsify samaem, fErs, oa dar ot

T qrTer fwr

faATET TR T @A TETEeT UF (AT E T AaeAaeH Ahh ST Al T [arg 7 T
qUFE  fEwTeEers giae f@gF fawr @t ULIP (Unit Link Insurance Plan) wfA=s |
ferrept sitfas vaqraeor 7 AT HeR A9 wET 9TEH AfAan agfaE famreaeE
TAATHT TH fqarer@sy g@r qiafas J27 TR GUF T A7 fGHerE G rEeyEE
FefaeEtad ¥ faEEE 9T FH ATAHT TO0TH TEE TS |

o= AT |9 9950 H I9EAT FEATA AUH [GHEE @S 9aHr 99 #4300 A7 faHE
g fageft someT (FDI) fafanss awar yafaa fawemsr a=aww awasdr Fofats |9
3004 AT FETF T s IRDAL @12 9% 9% 9 3090 |1 A9IeeT AR T=@q
STEA |

qATAAT gl (AiTEEE AUE faHTaEae AUl [REee AT THAd AvEd Haer & |
AAF A9 7 FEAE AT 7T B4 AT fAsmar auer g fauremEes ST
AATTHT FHHI: THATHT TS ATz faamar wg= q41 afds aufzar Fragam afaa
T A Afaeg | mEeEr @t qare e wifasen, s, e Ty, fad 92 7 oae
FAFENATATAT BAT TN (GHE S9TH ATTAF] THAR] ATIHT [AAFeEF 78, TRIHIHRT
FART GATTHT #AT3H deb [0 ¢ faiee qar Toqers g6a @ &4 2w, |

FUZ WY, R e, 752, m AF g, a7 aw, aevey

9 AT

m3e famrer@ (Policy) #1 wiarware sif@w ud @l @da? ==rad afed fammea &
afz fagF faar s ULIP (Unit Link Insurance Plan) &1 | 91 w97 faar wifas
Teraee v {aArTaEr At Haeaesnar AT w97 WiEa wra e aJtEe fawem § ULIP

B i e
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27 | (Gupta, 2012) FTATT fATRE F97 F41 THITaarT Tamrgr (Actuary) &7 A
Fersremmr shifas Far gfawer worad, s qar aeearT 78 fafaa aar faws e
ST ST HACATHT TATIAFT @0 qeret fad famrgar (Actuary) 1 906 F21 famEmT
7 afasr 7w |

3. gfwe fags® fewr d@ie@r ULIP (Unit Link Insurance Plan)

AT 7 T SO e e i [AHTE FEH 7479 7 ATATH ATATHT AUE 797 AT a
wqur Afz fags fawr drs=r ULIP @1 1 favawy o famrerg & g=irsdl aréa avraan
qreEq qn afq gEwwE 7 e e aaer s =9 7 ad wfafus Refawer fauee
AUFTA HY FHAE AT ATEE] AUFE 247 AAEHET 7 @FATHE T9H G A
FIHT A3 FAATAT T2 fafa= @@ 7=ArETe ' 29 | (Ahmed, 2013)

fegfrefr ameewT | 949 ATE ¥YoTd FUHT fAUmAAaer afEvare 9 gsared qua 97 9q
3009 |7 faar daar fageft sl (FDI) Rafaoa® awan wafaer faeas as=meae awed
Frafafas |9 Y00y W TETFE FoHaEr FEm IRDA] @12 #1497 74 79 faRT 78 9
2090 HT AEMSY ATRT T =2aT |

fawrera arra e a9 o+F (Premium) %27 fAfv=a @® Arafadr dfaw (Motality
Risk) &=, =rg2amqd @< 7 4771 dfwesr @=f w21 79 = famn o fafa= wve s i
FUZ, 252 WUE, ATH FUE, A AlFe ®UE, Y |, TEH HUE, FEAEL HUE) |
AHF ([FHT FFEN F ORUE FEEArI #gEa (Fund Manager) T WITATEE T, TR,
Fete, quprawr fafaq (famrae @iz 79 =nfe, dwan & Sws wvew fawes @
Tivfae TaE |

foarera sTeT faWdEer IEFT GAAT TEA ST T fatAfaeg SEe (ST AT an
U FUE, TFH FUE, STEAIEAT HUS AT AT T G A0S ATaneT T 9% miaa
fafes 9 wHa ATaTe HHA TF FOF 4 G | TWERTE faueEE Ja|rEn 39w
RUEHT ST WA AEEE ST AE B T A AT T W 4qAT g g g
A= |

faresT vavg | F=AT, qAT, S ATCE HelRT AT FUATT & T [atae fEargE (afasrE
faram 9o 7 wrarer wfEd 9T B UHEEHE T TEE 9T g T faer e faere fam

AT (AT bl Afdioeh a1 9ok SGehimr 70 97 gi9d (Rider) F99 a4 fa#Am@H=m

VY o Fuw g s B



fo @At T TR U g | AiE TEET, Gl 7 FEas wresEre fEtea
qravaEar A @ fad g | wvg meeEve afeeed fausn g "ew, qere
ATAHE T4, |

FEATEE ToAT FE ATATE AATTEET [FFTT T THAAH] 7734 FH F281 FTH 709 3 |
faeamr |99 4950 F1 T9FEIE TEAT TEASH (G0 (G0 70 FEATTTuE! T2es, | fair
YT AART FA voqo A7 fawr A fraeft s fafaoes wmare auar e aeen

ot T AT q9T AEH HEEAT TEE GEATT GUF AEol AAA AT A, |
3.y9@ fatmmee

< w=a@ar (Flexibility):
TR (qHTeEET AT A7 A adeE F9 9 FAT e TEE | JHET fage
fafgers (SP), fafeze fafaam (LP) 7 ¥ fufeas (RP) faw fawrem fag fafas svean

*,

" ¥1EE¥ (Rider Options):
fafeas Tratea ffgowsr afafes g7 ffRgs g T @= glaar g8/d 9 1=
T, | A1 AfFurEE 720 Erm life insurance benefit rider, Accidental death and Total

and Permanent Disability rider, Premium Waiver rider, Critical lliness rider, Major
surgical benefit rider =g TH& FTH 72F A |

o s fafauaT ¥ =mawias woe "mawe (Diversification and Professional

Fund Management) :

TETHT = ATAANTE B Tedl B | FE ST T (AtaeT WUSHT F Fear dar @, qiaan
7 QAR T T A, W ANHAT [AHEE AhArg [HAer biAders aaen Sea
TTEH FAS FUG FTAACHE TEG |

% WUEHl JEEyY ¥ wifaAsr wiege (Fund Options and its risk profile) :
AATIAT 3T HAE | BT AATHT T TR RUSEEH oAl 1 Waa? fatgaang ara

e I R R I Il P L e
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79 Ta= | Equity Funds, Sector Based Funds, Balanced Funds, Debt Funds, Cash or
Money Market Funds =ifz ws#@ #9497 781 & |

%  wiifag gfaurg (Switching Facility) :

BTd HAH] FEAAH] TR qEA] [AHTCEH AaT 9= qel qel aFH (HureE wrE
AT 3 ASEEHHT A S SHAEAT TEEl | HIEN SAEHIE] ATTHT 9T AAHT
AT T wvE A faEr viewerg v feeen fafraer fawe wrea i 5w oam
%  OSft @efea g7 (Safety of Capita) :

HATAT B, [TEEEAT FAT Wi AUERA ATTSHl T #9 HE AR, AaE 37
TET AT T 7 afEes

% Tufwew gife@sr wa=mr (Flexibility of Premium Holiday) :

fafafaer orar aveen fawr sk (fafeaw) s=hrT 9 9e=na & avar e SRl
A T wqEn vE9 wad 7 g fafeae =reAr auan | faar A e s
feamrrems femm =maamaar wifafas sr=zar ffeerm @@ (Premium Holiday) @t 1 =
A faATer@dr qfadr IO T4 9153, |

e anfirs ¥&w fmaT ¥ ¥9uEY (Partial Withdrawal & Surrender) :

difeuedr fafirsa wafa @A =Eas o= ad) afy fafaad faa e s faas
FEN AFAT FTHT THH 7 OE] TGS FE T0T SEaF TFF THEEET eiad JeeE
a1 wifire v fear fam afen afaar ag faarmaar w9 158

%  fawmerasr w1 69w (Fore closure of Policies) :

% fatafaer feamma a= T @1 araasr 7Ea 99 e g ggeng faars sreETaeTa
%14 #ra7 (Fore closure of Policies) af9=2 |

%  for 9% fufe@g (Free look Period) :

Fafeaeer AT ATAFTIET ATITERT =1 ATTFATFT e FAATFE ATATEHT T A7 FA FEaHaE
famr g faurerg ST TR TEE T IEATE UF [Afraa wmfy e 9w fae) ge=na
fafamars fafaes s &t Taaemfa wgar 9w wiar @ wifds afasa sfesr #woare




AT FATH] Fa9 9 qF [AE (Free look Period) a1 4% &9 fa=wn fawmm #anf=ra
RIS AFE |

IS FZ2T T AT T fataa fRET AT A gl aae e g ) faeee § owrarE
TH, TAZA FIAA AT TEA TEE |

<  iw fufew= (Grace Period):

faiRae THT ek AFAH1 9 THT HAIH FE EE TIA @ | ANE (IHTHE FFAT 30
fad 7 ol anfiaar zawr 44 fa9 i fafrag (Grace Period) 39&=1 T84 &

*

" ga: @ENYT (Reinstatement revival of lapsed policy) :

T fARTeEAT AETE A TE 97 g U9 fige) # g6 GEr e (e
fararera o SRy wrEA Al wEaTE @ ge | q¢ 49 arearr FeEd gdiaas
Fafaas ST 790 AT EeeE = T AE 7 (AT SEAT aRian Fa THaE
= |

o 4u dFwaET WWUE (Guaranteed additions or bonus) :

T FaATeawy I ATAE] AR FEAEE 97 AAEE AT T gYaE e T
ATRHE FATUH B |

%+  fufier ==f orsf (Expenses Charged) :

fawraare ard fufgaw "ar fafa= |=e® Faar 19 a0 72E A [arafaer s
FUSHT AT 97 faA i | fEEeE Premium Allocation Charge,Mortality Charges,

Fund Management Fees, Policy Administration Charge, Surrender Charge,Fund
Switching Charge, Service Tax Deductions, Other Charges ffaaaTe ®aar 74 TagH |

*

> &Y g2 (Tax Benefit) :

T TaATEHT A1 F AANAH AT 91 e G A FeEw ge I aq
LEEN

< @ear (Liquidity) :

FEIATATS ATAIE AATR] ATHL T 787, |

e R 1 I R R I R R R Pl e P
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.
"

20 #T (Top up) :

UF Yk @ivg ekl fEaeaEn g faar & fafaae a1 s o = i
a7 T T AT A G
8 g farmere ¥ afee fags domr farera dem woer o
fawr =amaaTy qar fafaasr qoeh #9910 Sird S (Win Win) &1 [a@raare adaes a4
FETE FTET TEE (e dEvE e fafasr wafawr e e afae faew g
FEAT TEFEE TEET B, TEE == T

PERFN AAEE | rmerr famera Az ferger fermn Ao 7 fermmer
(Bases of s : :
Diffrences) (Traditional Policy) (ULIP, Policy)

Pl FANEHH ATICHT 93 (96T | s UF FT T IAhd @ (oA

(Premium) swF fageg, S qeeenE | @ famr wer fagss, S gaeEE woET
FIHT FH TEE | T Ve |

(Bonus) T T T T | Gy Wiy AU G GE 2 A9,
A IO WD | ey gfamesd s frate g9

aupe AT =g wF wF AAien
HAG THA GEF T G |

(Investment) |fqdvia A4 arwl wrsn | grawan fafaas T svgesa s
HAAT AT TS | T |

(Revival) FTHITAH FaAFe RIET TaTH | THTAEH ATRTAT ATE ATEITHT FTTH
T UYHE EE HTE | R [aHrE A (AT R qeers
AUF faHTeEEE TAAT | TAETT W= AR 6 A, |
e afeEe |

AET (Profit) | &9 fafwaers sw sqar| fafeesr e ofr s wewr amarear
YA U & | A GrE & |

(Locking ARTAT T AUFS AEG | TRIAT TIOE TEA FTHATA F=IAT

i Fofrrs ot g || e ffey e e e 8 1
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Tl HTHE®
(Bases of
Diffrences)

AT fqareE
(Traditional Policy)

gfaa fag® fawr e 7 femmem
(ULIP, Policy)

iIEIJ
Falls

FIAFT A TEH |

B e |

F7 g2 (Tax
Waibe)

gﬁgﬁﬁmﬁmtﬁmmﬁm
armmﬂ'ﬁarm‘uﬂﬂl

9. qﬁa fag® fmT diw=@r g (Important) :

AT AAATHT To9 WARS T 747 Aaq g w=ae0 g FATEET 5T 797 ATTITET
femmera auEr J4r faus, BT 7 790 999 @19 TSH GUFH FETE TSHT gee

e |

® TAHMEE TATH Td FANGH TETEe & AUE doaAHE STHT [dHT gl arar-=d

o U T TEfAET fEwTE avwn fafem vF A gaens difew smEerTE o dq

Tergel TEF] TEATFFT ATATHAT ATAAT FHA [GATTT AATET [FF19T 97 a1 T T
favars a4,

o TR FANEAT A T84 U9 =9 AMNGH =9 AMAIE] (Tl AThiad g4 @17 |
%. AUt farT srawmAT gfve fags famm @iswm ULIP &1 srasm ¥ | ¢

qrAHT Tafae g qui qu) fEaeEeE S\ EEErEe THeaET SAE 9 afq e
fammera = wraaen F4 fawsare A drar wiaseorare Sl faoe geaea e
WI|WNWWWWWWWWE|
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TH B | THF FIUAT TEHET ATEE TETEI 9497 999 69T g9 7 Tawd J6d ITE
argd Afees weit geeraa afve fages fear draen sdrar fams qaar Sare S wfasaorare
TATH FAHT TEF EF AAYAF afaeE |

farAT 2T FFET ERETHT SfaTe e @i famm aweEr A aAEeT 9 geEn
sty waravor @41 fadiaasn daean @85a Eiag & gw aditan aad ad e
Al U7 AW AAET 97 Arared IuE g | 900 9w wEaEr fAEeE auwe
fafaq vd fame g9« awfng 74 afed @ aegar 41 faaea arft 9o 9o 9
T T F81 T a9 #@F | (Gupta, 2012)

AITAHT AEAT 59 AR (47 [GHEE] TeFeadal Aa0E T497 aHFale FEaH |10
Fare 1 feresr T g4 qae Aiaarag T A Gee FEUT qTed dravaE 3faeg |

o AuTEAT iz foger famm @rsam ULIP wereewt @maq atfer wam q=maq oA fasw

At Tiee, BAAT FTH T wATH wgATed S, aeatan favan gaw wera, e
T FVTEATATREE] FHA 79, TR, TS TAE =raT A2 fAigar AR giarear
e A7 SHTAw HTT TR FHUT AFEAT A T Afhem, T 92 FHfAT ULIP famrera
Ul gFgI Ukt fgaE, Maeas e faares, T drar aitasen faur faw
ATEFT FEFTTATE T FAFT 0T ST &7 3007 |

t. afaz fags T dsmr ULIP At dore @ wifisworer Hiwer

FTFTHT TIH FITHT (0T THIFI0 TF A0A JTAHET T T @i T497 977 T
ATATTHT T IUFE] W98, AAF R G H ATETH ARd AraaiaaE T4 FrErarr,
s, rsEwEE T AEHTE AT TH 7 G T CAUET ATEr] 397 fEEa swEr 4w
e e, a9 T2 9%, fuAmd dEw siaiaeedrs @ g T TiaiaE 9aTE
7 AT i wraar faaeaerg afem w9 feg wieEr wumr @@ famweees 0E
T THF ATAFEE TS84 |

AHFE AT " T GEE, AEF 9f q@are ey g sfgwgeries ofs=mes 13 s
AHEEEATE ATAE A9 AET faweed gewg auiaw guw wE, ofsms aF e
HTAYOE 77, |




v. gfve fags fawm awem ULIP &7 swiegsmr v g oo faom
s fAare #9=rfies 7 fad ol fawr sereirer avgrngios araasr a1 faamme
FEHATIATE ATTREFTT, wrareqd wd iy arfes gae e, e a7 g gt
HITAF ANMAT FAlEwEds FEaRT T AE], BAR, Aradihars] A 14, [ra=
T ATAH 7 ATHITAF dsdldate AR 9917 9917 07 968 HH SAaAAT J
T AT TEE

fearm T 309%, e Eraer frars afafa,

T FraaraeRt sove, FHA =y fEare |t

qiftfw yfqags, vowe g, Fure SraT T |

AT FEAE, Y093, AIEHT TAwTEHr TWED HEwdT, Weew 7 ATavAddn, afed fra
HEATAET TFMEH, 3083 |

TN FEA, T G, (F) 0, AR AGA [AErAT T TemE e,
HIATAF! TEETT 205 |

THI FHA, TH GE, 0%, (@) THERT SEAEAT CAREET TOTE HEA | AT
FEIATE] T 709S |

T FHEA, THI G, 109, TaTEITE FaTHT TawTgEr TeE ATavaEdr, T aaEy
qfgEr, 30w |
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ufve

Fa®T T TatAaaT fawera AR A o 19 T | AT SR 9 7 e A
TATTET FEE qEr I ﬂmﬁpﬂﬂﬁmwmmaﬁlmaﬁmwﬁmm
e gAfEEr (Treaty Remburante} BT WA ATEl e Uiems gAieEn (Facultative

Reinsurance) &r |

Treaty Reinsurance @ famee 74 qt a1 S famrr fafi=a #Fran ar ofqem
TATEHT T | TEAT FET AT G fAHE T qAfAsEe 7 GER AT S e B |
fawae Wif@n geaTe=e TAHITANE] TRREHT el (a0 ek AHA qAfaHEATE
ATATdF FTAT TS TEGHA | TUTHT AAHAF FTHT TAEH] o SRR T AEE e
qrEeE | AT ATEHT dTekEl [HEorErE Premium Bordeaux wiF=E | faH®E Premium
Bordeaux #TET FTET dATTH] HHESR TRATE TE1 SR SUF AT THIEGATETE 9
T TH AR fEET wHE 9Ere WEwA | e aEET fFEe @ Claim Bordeaux
YT FATE ATH] AT 9o W TATAHEATE R 9T Claim Recovery 483 | TH9
FHTATA AUET ATAT SRS Statement of Account (SOA) HTHRT TRUE AT SERTAT
(Claim Settlement via SOA) w9+ |

Facultative Reinsurance ®T [@H&« ATF ATTTFar FHITTH [AGHT ATGHE TTF70
T Tem | g% auarEtgae Premium Payment Warranty (PPW) Period @i =3 |
Faredr PPW Period %0 fa# @&t w=rei= 7291 & 1 Facultative Reinsurance &1 qafasm
ek PPW Period faa qAfda®ers I THUAT Ie6 TAEGHTS TET1 Gl 6 TAaHE
@ #59 | Facultative Reinsurance #7 Business USaT TgaT 47 74w | J9#T qAfeaT
9TeF T T TN T WS F 8l AT GAEHTE aTET 9 73ar 1S (Case wise)




FTEA ST AThTAT T |

Statement of Account (SOA) BIRd 9G¥ &9 FETH TAGHFS =T AT F9H
T+ v | Facultative T%®T T4 7 SOA WTHT SeR141 &4 AET JITE 3161 TAiadFEars
FTATHET FAFAH T GTE qRAT AT AR T A AL | TAT FET AAREF 5TAT
ARRTATE TATEAT 22 FEfamar ardy =it aars 8 g7 | SHT UZarETs TAfaHEd
ATthel ERIAT T4 ST qenTAT ¥ waEtars faadssa qAfdEEE anar SOA "R Tl
AT IR 9 |

qrdl afeoTell ufBp=n

fameeT gty

Preliminary Loss Advice (PLA) wfaw=g | wifq wwar &1 drg W= #01 afea 7 a1
AU TIAT faAae [afaeT Araare AaEr @9 756 | afd Jemes T A EEEe
TAAT T3 | AHITH Tohldl iq FH] T TRIETF 79 9iq959 (Preliminary Survey
Report) &re ddariae &fa a9 sardt mordss | adaes afq aus geifasn @,
HHA FFATT TATH AT ATE AT, FA1 G900 @9a T TATEITAAT AATIATA AT ATET AT,
AT ATF] WeATFA, A eTAFE (Depreciation), TIHT FTH TN ATATAFT (&
(Salvage), 4fa= *£ (Excess Deduction) 5% fafg=t wwame® (Calculations) ¥4
AfAFT AFAta® Hearsd a3 14 #iad 79 Tdq4aq (Final Survey Report) 79T 183 |
fawaer @dare e wfaasq, ved wiaasy, s e afy ausr fawfor =, /e
HEAA 77 qAT e | faawgr Afaasr GeRml &9 7 g A T9eE Discharge
Voucher 9f4=3 | Discharge Voucher #1 faw® 7 fafaq 33 veae zwas aH{7ds |
ywuAl fafaae fawa@ere Discharge Voucher 3od@ AUEN 7oA 9 A0 eI faHEE
TRATe a7 31T GeRTAT 9T THE £

ATFH TATEHET THE FHATHT Treaty @7 Facultative #7 S#7# TAMEHT T# 21 AT
asifors qafaar arlr | weed | aed gafEer gl @ e faaes gafaasarg Settled
Loss Advice (SLA) T213% |
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oifdaimeRT Gidl afgpToil
SOA ATET Frel Hehml

Statement of Account (SOA) A% qeRTT 4 FTETHE FHAT 99 FA 9 FTTaTd 72087
Tad | fawEa WeET T TieaTe faeaes 9 SOA AT AR Radie s | e
g3T#l Total Premium 1@ Claim Amount =278 =% Premium ®|F 9 T4 AMET
FHEITAH fanEarg Sfag "2 AT it | 799 SOA "R Automatic TATEHET aTHT FEAE
7 |

Individual FETEE g4 Tl HThEl

SOA FTHA ZTET IR &4 AATAET FEE sTdEES 751 fadFa Settled Loss Advice
# Discharge Voucher, Final Survey Reports, Police Report, Local Authority
Recommendation, Company Decision, Original Policy Copy, Closing Particulars,

Premium Proof, Leader Approval #1& FTa1a TAaHETE TATGHAT ITATE A1 T273% |

Case wise ZTHT WTZel®] FE=IHT AT qleka TWHET AN ZMET favayieay =gaedr nfowes
T | I femeyaT =y 9u 99 A Treaty ThF1 STEMET (99 FWEMAESHT S99 90

. Preliminary Loss Advice / Claim intimation

. Insurance Policy: Excess /deductibles / Exclusion / Policy Period / Coverage
. Surveyor's Report / Investigation Report

. Company Decision

. Leader's agreement / settlement / approval

. Cedants Debit Note

. Surveyor's Fee Tax Invoice

Facultative F%&! I8 faHEaTE ToATd ATUE 21 2124, GAIT0E AGHTT WIFT TUE]
&1 &r59, PPW Period = Premium 91 #u=i 2 &2, 2fe A2, Closing Particulars

HEIR L aCii L e

AT qAATHT FEIHATS ATF 30939y 2@ 4133098 /50 I Individual F1ZE HIEA
3,3%Y, =T RIEW 9199 ®.¥,00 4 53, ¢S UL (A5 W 9" HiEe o G g
STAT FWE 7 AT AATIST WA ARRTAT I FTE egdE WU

e I e P 0 R



Claim Settlement From EY. 2073,/74 to 2079 /80

Domestic International Non-Life Total
S;gid Life Nan Life
Count Amount Count Amount Count Amount Count Amount

2073/74| 0 f 10:413,816.38 ] 1041381638
2074/75 2 15514.067.00 | 173 105,493,331.57 9 6947737200 | 184 190, 484,770.57
2075/76 | 5 3848734580 | 266 235201,77876 | 23 16,145611.94 | 294 289.834,736.50
207677 | 14 GR85472350 | 1lo4 12201572258 | 24 5692480367 | 202 234,795,339.75
2097/78 | a8 | 12668420713 | 85 4210515825 | 49 19565,019.18 | 202 186,354,384.57
2078/79 | 480 | 376,159,014.59 | 413 | 1,037,00142931| 32 1811712571 | 925 | 143327756960
2079/80 | 402 | 194309409498 | 898 | 132576354218 | 182 | 138.164608.04 | 1482 | 1,650322,845.20

Total 471 | 80909405300 | 2005 | 287709477903 | 319 | 31839463054 | 3295 | 400548346257

FFIATA TOH ATA] SEhRTATE] ASEATH TATEF ral 919,308 9% 7 #1.9.309%, 50 AT

s |

FEIATET SOA ATRA AehTT WCF1 7141 7 Individual T2 BIET SRT-T T7ET &= T
T ATAMFEN AT A 09 % TR ATAEER B 9Y,04,39,38 2%Us (el aeATE @ T
FAIE UFATH 6 FATH FAR AT GHE T T/ A7SrI AT TET AR TEHEE |

Claim Settlernent From FY. 2071/72 to 2079/80
S Ind|1-r|5d EL;;IEI:::I;]tEIa:m Elallrl:Ir :;:;mem Total Claim Settlement
Count Armount Armount Amount

2071/72 63,385,899.00 63,385,899,00
2072/73 231,788 246.00 231,788 246.00
2073/74 B 10,413,816.38 564,105,847 .62 574,519,664.00
207475 184 190,484,770.57 1,300,261,235.43 1,490,746,006.00
2075/76 294 289,834,736.50 2,050,726,724.50 2,340,561,461.00
2076/77 202 234,795,339.75 2,639,676,834.25 2,874,472.174.00
2077/78 202 188,354,384.57 |  5,311,597,210.43 5,499,951,595,00
2078/79 o325 1,433,277 569.60 5,812,237,176.40 7,245,514,746.00
2079/80 1482 1,658,322 845.20 3,173,874,329.38 4,832,197,174.58

Total 3295 4,005,483, 462.57 | 21,147, 553,5033‘_1 25,153,136,965.58

L
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AUTH URATATAT gt WehTate! gl 9e@vuT (Claim Settlement - Version 2.0)
TEH T

B T FOOT | HEEE FTET AR ATETA] deardE AiAiae Hied Ted B 91T
Az 7 AT AET ATTTHT FEHATT 9T TATE FAA AT AR AT T A
TATED gy far |

G fa.4 voes FEHT ASATAF AAIT FET AR ATETAT] SHFEATIAATS ZEATI
AT | AR A9 ST e (e AR ag sraiEaaEr qr 0 AR e geiey
ATFYTF FAIHEN (AT IERAT T T 48 A1 797 FHIVEE 99 90 |

fa # 309%, TT TIM@AT TIT TTGHIE GTET AR TR HT UE fgeraawta fAaras
AT R T fARwA qdr | wEeiE A 2R aeReiery 99 GTaiHEaTaT T
AT WERTAT T 4TIl | WEE! HAEEET 419 309c /9% HT 4RY T2 ATHN WIEE 49d
®9,%3,3%, 0045460 (AHTH UF ¥F PreEndw FE T9E A daea? g7 O 99
TR 7 T AE W) AT A AEA AT |

AT Y008 /L0

AT AERHETe [BET Sfvdr 7 TaTEETT aATIAE | A A. 2098 /50 FOTEATT JfE A
=ETATIAATS YT AT SRl aferarft #el AEr A g a9 aferard et
framrr fraria aREdg e T | s AerTETg e Atera 7 osfe qmEr s
HigAT# FeEre FHTT (Employee of the Month) 7 F5r@# 3ew #9910 (Employee
of the Quarter) ST T HFTA T4 Fz4E AT |

A A 5098,/ 50 F AT AAE TE EATEEHT (AATTET AR FHANEE Ao gedied
T Tau o wrdr fawrrer afeel 7 St4r SErE #0 gniaE ararer adr Farasta st
ferAmTaRT faanir gHEens FET AenrEl 99 AfeTard 93w |

A A 0% 50 F THT THEF F=aqFq =] (G T 0F ZTET AR G aeE7FH
AT wIEHEE ARl dedar adt | me gv=E franrer sdEriee daw ad franme e
ARl ArET "= (Claim Settlement - Version 2.0) HT 9&¥T T¥e1 ST =41 | GT1

RS e AU yEEE ) [HHeE



() FEAT FEAlE FET WEEA . F Q000 AT W AT q41 IET TR B T
4T.9.309% /50 qT Ted UF AN9F 967 I ST S0 Fed BEdie qUE
famer

(@) FTATATS TEFH] FTH ATT B4 HZEH A AR TER T | AT G|y 0 #m
&l J9a 7 [AREAAE 247 e 1EE |

(T} AT FEATEN FATRTATE S2TS® Aed ATIAT TEATCETAT qATEAT FTET e
fweFaTE AEEFTE FyaEar qiqaig 9 97 STEErT 9T g6, J T A AT
AHETAT 97 4% =rE#ar (Provision) THIH Z78 | A7 2141 9Tl GRTH 28 I
4% =ra=q Release ¥g §ATR& THETHF 497 759, |

(o) farmr sweAT A AT AN AAEEIET SRRl TEE A9 T £ | AT,
fegar AT TAfamT 2T TERTT 72T FEIATE @WEiad F9ET TAEI TE F4T FEET

(S BTET ATHTAT TR ToFH AT HER T AT [ITHTHET FHATAT T P qaraig
AFLTTO TEET |

AT I0WY /50 F A FAFHAT FEIAME 9, %57 STET B @190 & 54,853,335 Y4150
(e dt w9 i Frg Pl AT 91EE gW W1s @Y S 7 O A 6 aeRe
T T AT 3095 /9%, F TAATHT AT FISAR] HZRATRT ATITAT 950.3% 7 2160 Sehrl
TERE] ATATTAT 9Y,.\9% T ZNfaer T faa7 |

e qAdTa wedT fafaaee favad ggEeEaz o faed el awriE draweEe
faremsr favars foree snfe weq 92w | ool qeriens =57 g9 o fger afear el
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dafEie Q5o (=) Shao fdoneia :

. He 9T
HET GaFgF, A9 QAT FE0Ar fAtade

Farelt wETeE e M avay s weeR gfaery | P feegea, aw fasma
T HEEAT (AT TEET AIEET a2 AT AT e A7 favagr 990 qeEr a4
TEEET BIAUE G | AUTEE SEEE AT G50TE A 04, 208y AR AU 9=
Yo FrETET AT A R gar nfrafEvEr @ ) gerd: AU a8 SHeE T GeerE
fasar Au#r & | FRfTE TSR FANTE TENEE AHET ATd Y09%ico HT 93 3R
Aurefrarg Fafire fermedr Wi ww wfewls g vt g afaeny ey st s
FATS A21UTF AT A AL ATGHII T B | FGHTOT F78, ATTHHET A7, @A
SEd TE WA e Aaifag atErE wefas aa wifds faeel gw w8 |6
TEHATE WA T8 AT FTFFe] TEUTF T U, 305 FHT T TETE FT0Er a5
FTHATTE! 0 a7 STTAET qUAT Afqafd 9T T FRIET 9fF @ F3arE fEm W
O ATSIET SaEaT TR B | A qvera fateet st faar seitews difeusr afaar o
FIPTF T A FTRATET AT AT AT 75 A0 Fa0 | Fafa= Fer-ae gergs
feramera AT aTal #41 SraEtieE wEer = | AR | vE FHETE AE A 9y
faar seadieser st 9 Fasrda vaed ga o Aurer A aifus fafs soss wifas
4 T FZ0TE ST (wEn ST A T e J = ) e S afasor
1 FaWA AAE (A1 FPgAraEe far aenw amaf fafaae qeRer AR fEEnTeE 7 arad
TIFATAT FAAE AEA ATATGIF (AT T | (a0 SIaEeng a5 WaiEd ahrs,
FHAT i voss wfds § T W wwEr ARfurE Teemh e e faera fafae
FRfEHT ETea § 92% JRHTEA 9UE F |

fafe Qoez wwr Qy I fawmerawT 9a WusT FfauwF -

o fafwae feaars weras w9 guds faarera saear aavE faarer s oty faen
it ww) qw gq dte fataaa fawrem 7 e = fEn T g srEe | aeweEe
AFETHT [AfAd T Held TEATT 0 AT 9T (ATEH G@d) T gq SHaed
ferait |



o HTEYAF W GUSHI (GHIEH! Uiatadl {9 qred q4T IOE 99 [EHT FEATE
YTRETATE ATAIEN qFATHT 9T a2 |

o fafrerer 9=y a1 24qvit 97 SuTad qUHT B, 9 @@ q9T AFETE ANFE ATTAZT AT
F Y0 FA ATGEHI ATFET ATIT AR g AaT |

o %Y T HITUF FHITHE THA (AT g7 =47 |

o famrama wearll U quTEAET GUHT FE SYTEAT #1997 9 % 90,000 g H@ifEAr
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UF | TS ® Y ATE Gl A STaIgeT ST |
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TET HfAT 9T T A0

o fazerar TEE FHINH ATAVAE FOTAE A4 Faaneer gerg famr AdEn 09 @
TAET | TH HAFTA [Ga9THT Tl FHETH FHT [GH] 9 T8e g a4 |

o HH FAN AITATE AATAF AT WA g S wAias Ay Aty T ag A
w99 gdl yatae faan ad afe e |
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00y e 9 T famrrEwT 4w wowT gfaurEs
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o T ufg F zrEwr au ot @wg faer adEE aEer wEar faAree ard an
e & AfeAa s afaas =9 FR0 AUAT FHTWE 72 9 Saed |
o FEHAT & AleAT T FEITH THA ATGHF q6T 57 747 rEag, 9i fafaa s wea
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30510909 RO |0109 (BTHSHI)
AT AfaFan I TH | % e 30 @Tg
fafaaer T3 " ATaFTH AEITHT AUF q13 Fied 333 %

AT J0%c FAF § T AR A0S FAHGE@AT [@AT Te6 770 @19 a1 T0 Tl Jua
& ¥ 6, TEGEET @9 F 94 B9, WA 919 T3 @9 AaHl B G A T aiaedn
F % WTEAEH GRRTAT 9T T @E SEET f9Er 9 2 (yesy TTE §) A7 4@ faeee
AT HeT AT AT T FAIFTAT AUHT T 40 A, TEEFRE @9 5, § 7", Tl 99 7S
W E W, ATUEN ATFETET G199 #F 3 A F1F ) A, ATSdI=e d19d F4H F q Ard,
HIAE 0T a19d # Y, A1 W fauae qfadad § 30 dEa qeRTal Irgd ga Sl g |
TANEGFATE #7%2 &, [aNaHAT [EAEe g9eed T Aagl 232 Fiaerdd aig du @ |

= uRansiass
&, Vid @9 ALIhT @ andde! g

BT TEATHT TEF faaTerE sl Agedt A [afaaEr F=EaTa g9 qUAT 991 9749 4o @md
ATTFT AT 3 A1d 747 [FAr @9 a79d £ 4 90 T E&A 13 A6 qGF Tl g9 sHaedn
TEH B, | AT Ry Heg AUAT Hef 19 90 AT ATAET A 3 A q9r fEer
g AT F. | A@, 99 ST AIEGT e F O A6 T KA ¥ A6 A 29 S
TEE F | 9TF [FEITarE ST GHE AT TRl 9T ATHT OTa e dfEerde (qid
Yo% FAE § HT AT TLH [GHIEEA] SAGET TEF] (907 | AEEE AHAH] 919 T3 el
AT FET AT s Farea At 787 fea srgzay i faar | #fe & asfemmfs
AT Yo%s T 34 A TUET TIATAAS ATAATE AT T21 GHF ATTAAT § ATEET ATHITAT
fawt fafaa wsems o 9 9= g9 g5 | 9 FRW fafnd gse feqers wAa e el
2030y, TATRE FHT GUET [THEREHT AF] &4 T4 FTHETE [F39THT Je A0E 747 979
7 Ay 9 | ¥ fafea garer @ gigarr @it o9 g A @=E fad gered
qaq |

. AT AEwIH! aruae! Wl

e Ay g fafy ot wE® 4 T F30TE T RmEn WEe faaeaE qan
FE9TTHT AT AT ATTaF] AaaTE =rasg) fque | | {0 9uE F#em g% At
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To=TA fAfd 20%c 99 § WA MEUE TEETAAAT ATED ATFATAT FTIAHET HGST g9 TA0E
T | AeEeA SHAAT [aaE] H AUHT, T S0 A AUAT a1 T ASIHET AUHT
ST AT ATIT F Y ARG 9T AHEuHr HiTE AT GUHT 540 BN qEA e
=rEET foay | W =y fafg voe: JumE § T 9frETSA gan # Afgurarg Fee fafaas
Heg AUHI, TO7 FTAT VTR AUAT A7 990 AATAST AUAT ATE AHEEAT AT F 3 AT
Aar AT AifTE agTag quar 9 @ aeRAl ga arder afvr | fifaas faae
THLITHT Tl Hed &1 AFTAS AUATHA HTF AT aT9a#] TFH fafea Jeers SEarn
77 |

. FTEIUE WesT ST

AT AT TOAFEIMA AT 0%s FAGE § A TITF AR (FTE AET A
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TE HIAAT TH a1 |

FaferE e (wED SEe fawere fataasr @it Afqures a9 ofewa | wEe
TaF TaF HISA WE] @ | AL HINIAA A9 AT igErae fhig 2osc widw 4 19
FAT FARF TATTH 3 |
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Tifiey drAT deaT, GEAF EEATE

HEATHE AFEES AAaaAs "AITAF 7 ANGF FTA) A g4 [9Ear | ATRET AR
Fagrerar smenfed @ 1 &% w97 =afeReeare 91 4 7#0 ggFad T8 g9E Fwarg aifds
HIHT T A1y A T+ T [THIF AT AUFN 21 | [FTEEw] FHA0 THATS
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WS AN g TUT AR TR Fradl GoAT =qaeard T,
LT ALFT AoAlgHT AMAAH © T2 F2T A7 AN § A1F ATMGF FETqam 93,

fafa= ey furfae g=ara qua |
fammar AnavEE T e awiveeE wied afees 7

farAT AR AiawAT AT Aitad faeg T AfdE 7 ST weAT @ | WaE aiE
AT, Tae ANGH FTATHR A0 T faia=T Ja= 7 9691 0F FEeq0 HaeE ST
TEET B | A0 A TETATE] FUAT TEFT (AT A AAFT (AT SHEET A | TEE A5
siifew ST T 4 ArTETE I FET WEw e o fafam drgawr qa@ e e
A a7 FageT el 2es, fams v fafaasr fa=mm @ s el geg ) fadm
T, | AUEHT HT SAErE Wi, (Aead 7 TAEE T3 GEAr AT G0 F o
AT 4% WA fawn, v fReias e 7 3 qatae Fe, ¢ oy e 7 o A
FrarareT o E Famy Arar e famras wey gfeere 7 FrstiEe fammas 3% 3 gfaE
TEHT W A WYY FieTITe (AR STOOHT TRk W | A GH0 ¥ FEATEAT SRl (HT S
T AN FEATS [AATE ArAHaTE FA0 a9 AfEes T

Sz ATE 7Y Al U [ S HERaTET O g | A gHT 7 g S AnnE
EE 79T WIAEE AEEIT FEAN B W@ATAF 7 YEAE (AOF &7 | WA aieE
HEATET AAAIA T AEYTEA] Wedd TEeE rgrl | TgiT AITeAr GuAl 9% ANIheE
FUEEH 97 Hfqar afeTEar ¥ @ B ¢ A U e e T W AN

i% e Jum yEEEr s Erce



AL AT F7H] ARPEE B | THATE AHTHF W AfFeg | g9 aferesr 1w
FIAATY U AZE TEIEFN B | TEF TET A AAE FEATHT T TRTEFT g | A
zarAT gate, ArEiaE draAr witeE serad e faar den st warEEh #rwe 7 A
TATE ASHIZ TATE TErG | A%F TAT- T ANNCEAE FHET T FA fomr F0w7 7
AIET FITF ATAT FH EL G | AET AATEHT 99 AHaG FoIamT = ATEF
rar st gewar afq e fafaer #wreRs aar famr arsemarRa S amfeEars w4
ATHTAF HTATHT AIST AiF=g A~ B (AW ATHT 720 B |

e FMHTA T9T ATHEF THEAT [AHTATHS ASHMT A¢F7, ToI FIHT T FAIATT AEFH
AT AN FGTATRT W5 ATTFET [Eda A F9 (a9 o=Far 2imd 341
argfes AT faar draarare iz afEag |

o TEEETE HrAHARE T AW 9URT SEagElerE SHMIETa s TE WS

ATTEATE AHZA ATF |

AT T T |

o [THTEN FAHAAE THEA T A5 ARTE T3+ [a/r Giauran i aarsq
T4 |

o @ gUER gEA g araAEE qEeey aqar A varEe i T e
otk Fauror ardy e drsan o afeeg
TUFTS AT WTEET AT a7 FE 7 T4 ATa a9 [F9irad (& arsTararhd 7amEee
T 993 |
AT famT AT 9T ISR TS 16 |
faferer afaar sar wh T FrrRmars Sreg T9s |
TTAAT F19 A5 ATRA TATTHT T4 AU 7@ 7 fafr=a afqera faarer =
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qAATE? a3 T |
o AT FUHT AFUHEEEF] WAAE] [GHT TAF ANT AEFRS geg [ataara e
T4E | AT ArEa faEn ArsererE At e O
AT A fomr e w6
o wrF aEifaEEs grarE @i fafae famn drmees grte afqaram faar s
TE T AFG |
ATEAT AT [HTAT ATTATT A T AT FA A WA A ATET T T5G |
Toeas -

7 fafa—y FHaE®s EFaEs] Teg | FAT FAT ETHT ATAEATe aar 7 faewwr & F o9
AT | TIH A ATNTER] THFAT AEAAE AHATE ATHEFATRT FAA0T T8 ATHIAE 747
HIRA 297 TaFTaH FETINT T T3 A AT AGHT & | HIT qH0A, JIT FTAE A&7
T == T ATANAF T IEYE AEATT TEH ATEN T A AT
qaﬂ%aﬁaﬁwﬁ?ﬁaﬂalﬁﬂm—ﬂmmmmmmﬁmaﬂﬁ
?F'Erwn*ercm ATAEFTATE A7 A=TA Wﬂfﬂﬁ?{lﬁiﬁﬂmﬁﬂmmammﬁ?fﬁ?
%Wﬂﬁmmﬁﬂﬁﬁﬁmmmﬁ|%mhﬁmm
AT Fed T TEIAEEaF] TAAENT FAATAT A39, 7397 7 =04 919 avFeiaT
e ¥ e A g dw | frEr AT Avfad geerEr et safrd et qean
T T WIASF FIETE AT FREA FEEd, AT T FE A Aaers AHE T
faar dreTeE AT T ATHEN W TEH B | TEUAT NS ANNCEF EOATE 7GR A"
forgs ara=Tw AfTeTT TH 209 HIF T & A FIETE ATHTETS THIEE |




yafaR f[deraan adsiform
forslt APBeRI®! dAsca

@ FHE 9T
afe afim, oem FAfa &% (e, <

UESHIH

ATEAAE 47 7 AT AAAT FEFT T FEATEAART ATANCT TAT TATATT (AFAFT TR AT
7 AAMAAH FAARUTE] FIHT AEGAE A ATHST [eaerdr FTH THATA] T
@ | AEAE [Ae AREET T4 @ U9, 308 A A JEieEd "Jaee [Ee T
FATEANTST FIT AT FATF AZHIZ TAT FNG@H & T ATTHT FEFTAHT A7 HTFAT
AW, #=arad, qAeai9ar 9 |Eding J40 YAE T 90dradr FaEaaadsr e T\
TARIES AEAATE (9] ATHETIE T TeATTd TH0H 3 |

gair wifeuer fasrasr vordifa 7 aawtas Tl ardardt &) e e desvear wwAr
| AT ATHITE Fearora Al afq gdl A wd @9 T g | 999 qesdns
T8 | A9 9%%0 I VTHGTE [AeeemT AUET Aif9E FEEE] TUAIaErs dgTETE T
aar faeft drafasr ardars, Aewd v @palirarer qraEr g e it sEvaE
A 7 9ol FATT T ArEATE e ATEETT A9 FEE AT A S 1 |
It fady grataEaT v weed 6 AUEr @ | SIS AtadaTET AEeiaE, T T awEsn
STTE FEAIAT T A [@FEE AThT A7ed A9074 da¢ T &7 A2 Adia Award
TREUET T | T (] AT ATAFTATE Aed (49 gUAed ATIA 7 ATAE ATaRaH Te=te
T AfaE FHiE AT T AT AOAT TR @ ) TRl AEiaE GreET (309R-3059) A
HATaATTE Al ATETIE ATAHGRT Jeaea9d T AAMRHAF ANGF aig T a0 s
T | AT ATAAE AT ATHET HISTHENT AT ATAaE T 9T HA Ua sa eI 419
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qir=TEE T AT AU g | AEwtas [ ardRrer 9eaes T qaEraw 7 dEre
drmT fasfT amsdardt vl 79 3ava nfETE @ |

araaiad [l adardar gfaws @ aifewdEn =t anderd T e gEfaE
qfeiraraeeE g, s faward ¢ gavEiaas) e arg and #rarEaaE dien
afg |

HATEISAT ¥ HaTHEE:

qIAS AT FH fEFad Aasdae FEArTE TEdl wAl A9 1038 "W 7 AR A"
TUFT He[FH! ZATHT T 2030 ATAFFHAT FE1T & oed TTEH! & | TAT] Jarei! fZa
AT TR FH Y030 ATH AFAT T T TAagar 90 STaT TE @ | THE A
TIT HAEE (WA, AeF, T, AAEH, derdias qeae /v, @, g, e,
A, FEAAFT, 99 FAd fafam Taaves) & [q@E afaad g | Teare aEyaE 4
FIAAN TATIT HOAATEEE] (A &7 AHERT T TARTaoHE SHATHT §T9 A1578 5 |
TEd FITE AHG AT TaErer (e S Aeiarang e s fgd 'aeiad e
TATAEEA] AN EF] TaAE QA=A T4 Ja94 AEAAE (Aol arhar Ald, 3093 o
qfeTeAT, [aUA THE AEART S WIEA FeedE WG ATAAAE (A ATEETIE AlMa
FEUE] B | I AlGA ATEAAE (A ATEETEE] WIARATE qEd ATATAE T4T ATdF
faFr®T A0 WEATE TAET FEEEE] A J9T ASEAAH AT E - A
AW ATAElE T FET TEE B | GHET AN AT ATIAAE-AAT ATEETT AT
AT AFHEEAT YFEA T, AT AEAEESH] [, TAH, ST T4 A=A H
HTEAYTF T4 99 T91, AEA T4T Aide® [T (ATaed 47 g SFEE AT T ATEA
ararETuE fasiar T avn afEuE @ A9EE q@ae e #2 deeenr qrEaaas
HEIEFAT 9 TRF G |



Tt sETEES fAwEa qar e (AdwEw fG@m T AEeaE Wer AardEr sEeEan
CEICRIGE: -0

HATET T T4 ARAAT T (Aara 79 faaeit 7e1 60T Ard GEved @ | AIeHr "ige
ATHTFET AAEGT TATAAT AHAAEF (94T ATHET FATETT ATF TR TEATAT &7 |
T Tt AravaE faed T Argar AT v famreEar Areatad e ardEr grEnt
B AR |

BTHT TEAT AT (AT T TAFHT Avdied 7 FATEY (aFTaEr AT Aaaias A
T AAATH AEAEY IEE Al | o4 T EEE, @, FiT S e a9
[iT ATFATEET ATeTHETE FUEiad ETEe T Aide |

fadlt ardarfiens wased 79 gara AieeE qrafd AT arad dhar g |

T @ | ATEEH AT ATAIF TG GrAA1, AMGE ANT G497 FHHT 7 A T
et e g (T HeA W AATEEH T FHT TR F | Fel T ATHEe
gt waraAT TUEr B T EGEE SEaE @ AR T S| aarsd
qatar fawr g% ofq ArEwias e ardard gt 2 af g )

T [AFTEE TATAAEEE (AT TAT FATATHT (] EAF SHAT 7 ATGTH: Teareq
% AEAAAE HATATS FE, (HAad] ¥ TATaEET GATad evde AraaAidd (AT AT aTerE
FAATINATS HATFAA TCTET &7 | ATAAAF (97 ATHETT (AT HIAH SqasarTT 777 79
qad &A1 G1F 7 ATGAE TA T oA 3T T & |
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FAAHTA TIAITHT HAFFT ANIF T4T ATAAE [FFTHFT HATAHT ATEAATF T47 (70T Erafar=ren
anarg fafam &) Tar yawes 9vEE @A | AEdiae M arder dGifa, woey, A
SATIUE B | G0 SEETIA U SAAAH S FE] FAAREE] AT AT Heirae e

B | 62 ATSAAT ATANTHT SiETTAT g FTATEITHT FATUHT B 1 AT AAAHT 9 TETR
farsrarafeaert =41, F9a4r ¥ AeAivas 98T gly aIved § |

TUTART FHT F7AAT AT A9 AEF TIFEEET @1 | AU ATETE ATATEFT TET
FOF T FAAE ATEEES T TATHT (AFEH] SUA7 &9 @raf araid 991 7 "$l A97a
TATEET B | TH T AREEAT (AT SAETE ATEETE 7 GEETHE HiaiE AnaE

TAAEE

qravifie ol ankafd awd #aEaaaar qiin fafes sddes ofq famam a1
AEAAE ST ST TATIH TRATAAEES [AFAAT ol ST ATFmara®l A96T
sitfawer aufaa atewis aar qarardr giafmadar saw a9 FA0d @ 5 1 @eE
FATATE TATATEEE fafafa oA FA T9T I IAHA FEA T GATA A EE e
B AIETEED B | T T Aifana e, vhea wEEa a9, e G4 # e
THATFE AATE, WNATTE FERE, AGINTE T SAT ATATEe GIATE AT S
AR AT AeTg ATEATRT A g T AR A9 g |

NI WEeAE] TAT FAT TAER [AEEHT TEAAF A ATERGIE HEAERAT W
FEET TG T AR FFr] AR 7avad Aol aHeEs Tadl siamg |
TTaTaTd] HedTEElas AW 7 GAagardl A9Td 7RE ATUE @ | AIA] FEAT 1Al
Al famraEr FRUE G SEEaaET # ey e B URgR UIeiE FHar
FATH FEATE TTEF B, | FATATT (THTIRE ATEATTF T ATEETT 74T TEFTT ATEETE
HEITTT ATTATH A9 T |



ELLIALE

T WFTHAT FIFT TATAT fFEEAT FAT FEE A Al | FAeAidd TEAE ARFEIE
FEATAGA T AIFUHT TAE AHEEEATS T A7 T4 A | FFTd a1 daaqrg
T aTaHAT (07 TAT SARe® TAAT & T ATa¥aE Ad 7 FAd T T ATRETT
HAAATE AT F@TIATaE |

e qarare fgwrar 8¢ gmfe @ @ waE awe Arer qar e gy @R e
araifere qvaE @=e T8t Geeearg gara fasraar @= ad S dantear @ AareE
TEATET  ATHAIET AR

T | AITART YATAY HEEATE WO 97 90 AT AEE UFe A9 a7 ST T
[F AHAT ITET A | ANGE TAT ATANAE T AR SFTAT ATH (AT AT
AR F9HT HHRE A 8 | (e s gufeaias qaiar s s gqEia
ggrad “uHl el Al | TAATArs ATV qraaiae 491 7 afgurees gae 14 A
AT dEd AYEIEEEl & | F4E (A AEeaE 9 T AraAeE Wl AqETE qedrdEn
AEFANIEAT, TAE Zaa1, Faneiear vd Adman giafaars e aaighmn e
AR FEINT T "I |



'Own Risk Solvency Assessment' @1 |
oRIfcaeien f@as®r (Actuary) oY aférmr B |

w g W
(Fafa fa famre=T famaar evers Sy b sqaae) |

|

fawT =raaTEeTs wd favantasr aqred fafaer fagre, sfafa, aemeas afgsn e
sifaasr wranfea 991 (Risk Based Capital, RBC) #1 s farsy S567 927d# 7 | 30
w@=an v faArgd’ (Actuary) F1 WEldF 79, WAERE G917 T aEiad Hawae
AT AT FAA T4T FHEw HeAF @, FE9a1e "Own Risk Solvency Assessment,
ORSA 93 |

ATEAAT 20T TR sergEaiE FiEHwT @rEied 9 (RBC) FAi=aTaHT i fAafira
3095 T TIET @ | gEF [AANTEETE FTaETE avd 9 ORSA fAafirEr, sose @y v
@ | A1 wifatus FrreFT @i sifawe e fawedr (Actuary) TEET SEvITRET T, IO
A ATFYTF T, | AUAHT IF AR TH A1 JIA T@dl TESHT IH F1 He e
wE fAaaA (Regulation) BT SASTiRFT =9y a4 faa fafzad ¢ qard aavas 2fa=g

& =mEdie® Insurance, RBC, ORSA, Actuary, Regulation, Actuarial Valuation
Report.

q. ot -

TEITET HEATTT AYTATE! AT THIT AT AEF T AR ATERFT (019 TLET T Tiedr
(Regulating Body) #&& #1947 T4 AEF] ATAA, Hearg®+, (A& (Monitoring/
Supervision) T =3 |

T[T 9420 FT TIFHT AGF FALHTNFT GEATT ATAT AEAHT SEUFT AMEHATS ST
I AT Enterprise Risk Management (ERM) 1 A4 @27 T4 | [EHT S9G809
sitfawer #rrar afes, fasn o w5 e ST auEr fawa & wer Sifaes
AT T [FFae 27F TRTHA] AT TFE a9 AaHT EEe T4 AiaHeedl 950
#oHT favemur 6wl qrivE fAuevErg 99 aiagr gargd ravaE s |



guget faar 74 fafd (Policy Holder) #1 esfea wware g7 aur fammafaet fqvara & =1

FAHT ATIT FFS | (International Actuarial Association, 2015 p.7).

faraEr FoEaErT MEUEEE @A 9=saE F9AT International Association of
Insurance Supervisors (IAIS) T #1741 |9 42%¥ W1 92 fauy =waarasr fAgaas
AT afEer %% =27 FEETHT AT FATT TY=T THE Y¢ 9270 #17 f9ar (Core Principle)#t
FEET T [AYaF G EEEH] [AHT SIaAaes SAead, "5aiad, [MEtaa 7 E adred
FrawT Arg f&% aT0Er 3 (Taylor, 2014 p. 34)

= (aFd ATFT ATEF TEH AFEETTAArE 59 gar39 [geaars 1AIS & favme &7ar
e fuar J49r Fas ST Solvency | 1 #=4770T A0, 37 Solvency | & FH9 faws+r
AMEH =qg#qaHT =EangEar (Professionalism) ¥ 9T #94 FE TATEAFENAT FTHH
T FIET AUF WEAH T fgedr a9a Solvency 1 F AU GEATHT FATEH F |

Solvency Il #1 HFAROTATE Frai=a T faar sraary sqafad 1 sifaaar avafe 9
(Risk Based Capital) 1 =ra#1 vw# & | SirasAr @raiied 797 (Risk Based Capital)
Mg AV FAA] FAEAT T 7 red aH#] UF @1 (Entity) #1 F9ET 'Own Risk
Solvency Assessment’, ORSA I =q&=ar faram &8y g=«=y1 =20F 3 1 [AIS ORSA
% ICP 16 # 16,10 b %@ 16,14 TF7 =raaar W7 0¥ S(aieqe T4 T TEF F |
Fore AT widEI 1ALS 1 sedr e dgen qusn a4 Jurdr fawr Faverd geed, wuifad,
e aa-T 7 SFANGF T34 [IOFH] FEA0F FTHT T TIEE S0 TETEATET STAEH
i #1%1 Risk Based Capital #1 #mai=ra4 w91 #1171 Risk Based Capital Directives
J0¥s AT TE ©

Risk Based Capital faforsrens fagrar srafeaa a4, werg wifafas sq81 99 @drsearn
TETETE WEW, #ew Aedrsd earad 'Own Risk Solvency Assessment' el 109%, @18
T FHT TEFETO A %053 W A0T A9F 3 0 75 Risk Based Capital fRERTERFT T
srgEFF #7971 'Own Risk Solvency Assessment’ Tool Kits, #1 #8Hd =raeq7 TRUF & |

9. 'Own Risk Solvency Assessment’ &7 J@uTUT

Grima, (2017) faa7 =raamsr fGEmsr @ @0 FFmeea Emfaaer afes SrEe
famrems 1AIS # fadto wwwr wirg famsrr @ fasm dmmm Solvency | T saammm sTaFT,
399 Solvency | & IRT faaF#1 Afa@w sFa=aaaar sraana#a1 (Professionalism) ¥
WG I F FAEFNAT FTAH T4 FE7 G0F H29q9 T qfgedl 999 Solvency 11 #
HFAIT THAAHT ASTF 5 |

e I R R I Il P L e
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Solvency 1l #1 #FIRATE FOTEIA T fowr =rgavil =rafeqq 19 Fi@aar s
951 (Risk Based Capital) 1 srg#ar 770t & | 996rs 976 997 F1ai=9 79 7 7034
TEFT UF A, @E (Pillar) F FTA 'Own Risk Solvency Assessment’, ORSA &1
=] fquT &9uT TEwEr FEUE F 0 [AIS §§ ORSA % ICP 16 1 16.10 b #f|E
16.14 F¥q =gyl 137 45 qafead 17 ga TE 50

eI Enterprise Risk Management (ERM) f# faarssr aify &1 7 F& #war
TE T A9 e =afEF 7= ) (Grindl & Gal, 2013 p. 45).

fadrosearTa #emEa FAH T4 [FRS 17 ®1 QORSA #wiedd s0a#] T8& 3 | F9eas
TF 3033 WAatEe NFRS 17 @% #maf=aa auva], IFRS 17 7 ORSA wifafa®
FTIAT UF ATTAAT AAMANGd Tea=d Tedrel "0 4 T 'Own Risk Solvency
Assessment’ [AafTF 3099, &2 AT THE 5 |

2. ORSA & FwaAET THAH AVIEE
The following chart summarizes the main bottom-up flows of the usual operation of the ORSA process.

humuddrflk ORSA regulatory
repart
G Z= (o)) = Ol
\ internal audit

N
{Senlor Management (ji Senior Management }
I wr | ]

!tu‘fdm Staff department Staff department Staff department
or activity B or activity C or acthvity 0

(ST AT AET FIFEI, 7089




3. sute@T 'Own Risk Solvency Assessment’ fadfirar, qooe ST wEaT ®wRUT

el == nfEE |
AN B | [avE, SO TS q9r fEHeEl edl AAATEr AR A #HeErie
HAATATIVIE] ARTIHT v A Tl drT fafamt ws=m Avars feogofl avet & |

SFrATTIAS ATeATETE ¢ 79 Risk Based Capital Directives 3095 sirdt wift sifanst
ATHTHT TAAT SALATTT TH AT ATTHT 7 |

FTATFEAA T (AF TR TEF F | 999 Risk Based Capital #1 s fawazea
FATRTH FA=AA TH, WS Fea &4 A+ fearad Jora &1 wigawoe 'Own Risk
Solvency Assessment', (ORSA) Tool Kits #&a T T2 2 |

9re drAT 9w International Association of Insurance Supervisors (IAIS) &
FEITTF 7T A5 44 19%¢ 3f@ 7 Insurance Core Principle #1 TTHATHT 9998 7EH
ATE ICP 9% #1 9o @ 9 39 T%T ORSA 47 Feafead 7291 & | o9 qfvgeasr Jqe dran
grfg=ETe 'Own Risk Solvency Assessment’, (ORSA) [Hafmar, 3092 ST T0H 3 |

@9 3033 January @@ NFRS 17 HT @1 Aga%#1 aa1 41 ORSA =7 Fr= TH
faeT ATEF daT & |

fareirr =T qYmAA F=H T IFRS 17 A1 ORSA #71 =ra=a1 761 % | [FRS 17 7 ORSA
F HER OF ATTHHT A=A (Inter related) TRE AHED AFFNEE TATAED |
AT F 3033 WA NFRS 17 #1E fAusess] q@muEH FHm 96 e
T FAAT AT A AET THVEETE MAUA NH & | A9 faRgaears IFRS 17
FTATFETA AT A=Ay q9gug FHITTAFE A erEen THeE AR 9% qEe J47 9vd
g4 41 are #r|r aiaEewE 'Own Risk Solvency Assessment’ fREfirsr 0ee, &g #6
T AT 7 AT TH F | FFT ORSA FN AW TAAT ARIAH TEH B |
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Summarized sketch of the supervisory review of the ORSA process.

O G

Target oriented
Are the goals of the ORSA achieved 'f;:“'::""
Dutcomes timely and appropriately delivered? P

l Governance of the ORSA process
[ ORSA policy ]- Board ownership
Complete, effective, role of the Board ORSA operational owner performance
Adaptations of the insurer

‘

Uumhmmmm] I [ Quant and queltative ssssssment }

Functioning of the ORSA reporting system appropriate to the features and
l capabilities of the insurer

- )

Is it ascertained? Complete, reliable and appropriate to faciiitate supervision

(ST T HTAT THAFT)
8. fowrea] twmer sraumum ¢
Daykin, (12%%) I9 9% 3 |7 AU A10F Tanrgsr searg AiayF =y 14 fam
zraurrsia arfas qran, fada amma Tefadm dem g8a sae fer &2 0 e
i AtaAF fadrg faves 79 @A =0T (Cost Benefit) &1 ATam@aAr 99 #4r faq
GHTE! O] faER 9UE B (Janotta, 1998)
qra 7e# 34 | (Institute of Actuaries of India, 2022) @@ =@l =de UHrgvav
AT 0 6 Tw=T "ar A A | CTaarsEr "geraesr a6 qieeiEE 9rae TATRT UHT 2
TUFT 7 | favgeEr 97 frvafaareas a9 FEE, ST ISR | AT A, Jafe,
fT#1 (Actuarial Society) #% ¥&#T g1 | (American Academy of Actuaries, 2004)
(Association) &% IW&T ¥UH B |



y. fewrea tareT sotem @ fewe o fr (Actuarial Society) ¢

i+ Tasfae dar farm=aa e faargdr TaFr g 7 Mama#rdT [Ee (Actuarial
Society) 2%&l 99 93 A=AATAHI T2H A | Fel 9w TEEEdr #1 fAueaEr
FaFTaEs=F1 ATATY FAF [ FZYae aIad FAAH Jodd TUF 3 | (International
Actuarial Association, 2022)

&. AureAT Quinea_fewrEa] (Fully Qualified Actuary) &7 sm@wT :

AqrAHr faErgH#r (Actuary) THTED #eHOH U4 wrdd fAmwE@r M@ (Actuarial
Society) F7e® a7 FvEd favaiaareme 1093 HeEE =as SR TEEEEm waE
AT HTAATE F=ATo T7edl @ | A1 FERaae 9497 A=amF 30 Fodes =ms
aar fazefr fawarT = (Actuarial Society) =z faramga TamFT @ ATavAE FA
93 721 fauw "1 uF 3@ o faww g wh sl qur faal Sfaw T fer dren
STATTHT AATHT A FHRH AEA 0F AFEGT BY T0E G | (FagEe fvafame, sowe)
A FHH AFEIAAH I GE 747 [aaEd favafaaeaare a7 @Faar sger
qEET G | g 91ATF B E SUSTENAT T AMe AT a7 FUHT g aer faargr
TATHE [FFTAEAT 297 TS T4 AETFAT @ | (I, 309

FareAr TuEra fawrg#n (Fully Qualified Actuary) T8I0 S=¥Tih U 91 WA 787
qUE B 99 faET 09 7 qreitaE qeEr w0 0F gEifay F9 ¢c FA7 faErE#r (Actuary)
F ATET ATEVTEAT TEE B | Aure AasieRe wvranr @ et s faavor
HRAAT AT FAT AHT T T AHFE] FaTATE Jar THT AIE T TeE A
QAT THT A=A THF G

9. ORSA fagfyraT smafrss@ T Actuary UNTHT Agra ¥ STayaemar -

Enterprise Risk Management, (ERM) w=rra Sifas®r afe=mes, A=, @9a9 7
wearzFA (ldentifying, Measuring, Assessing and Evaluating) 9T STa&q=&l #1T
gifafae 7, Wedre 7 gereel [ FHeTieR Actuary 9UeTE ORSA %1 #MA-=a+81 Actuary
T HET FA @ T FEo AAT ASA AlFg | ORSA F=IAAT Actuary F1 AEEATS
farwes, TTaHFE TEH1 T2r S HF F9HT 9 T

o ferAaraT TET

» fawmer ORSA Fafirar 3092 1 GrEarHesars 91 997 A1 T4 ¥ WA dr=iiee

791 fast argy aerHe ATE F2AE FAHT Actuary FOSTHE A |

¥ Risk Based Capital @2 wifafas #7997 Frar-=a+41 Own Risk Solvency Assessment
UF Afae ATTE T @ a0Ee ORSA Policy 79 T4,
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» ORSA Policy fa =79 #9781 810 G041, F0TA1G, 970, AT @ifg Tam 7=
Actuary & qiHFT 72
=  Business Model,
= Strategic Plan with special consideration of Risk Appetite,
= Risk Tolerance Limits,
* 'Economic Available Capital Resources’,
» Actuarial and Financial Risk assessment,
= Actuarial Assumption and Parameters,
* Data Quality and Monitoring Mechanisms,
* [T software and Infrastructure
= [nternal Control systems,
= Roles and Responsibilities involved with the ORSA,

» i faws quEe Other information relevant to ORSA process AT [a9&Er gs=i1el®
afafd va =9 =EwTTEaE fava fadmsE 99 Actuary 1 WTAfaE 29, TR
ATTIHFAT T84,

Actuary 1 Fe7 faeerar oermyl dravTE 24,

« 'Risk Based Capital / Own Risk Solvency Assessment' FERTFT FareraT
qfgll 9a® AR 9UFEE qifafa# '‘Business model', '"Economic Available
Capital Resources', 'Economic Capital Target' #Tfa®r FaMT 741 smedn

L%

RG]

I

e Own Risk Solvency Assessment’ [HaT#1,% 098 F Ha9d 7.¢ FAMTA
TF ORSA Policy @477 4,

e a9 7.9 F1 3 FHNAA ORSA Policy 77 714,

o [RETEFET [A29T9 A 934 U) A9AN UF AoaTdAFF Adqeadl FAa9 d61q
TEA TH 97 AUFl I3 ARG TN4ia%® TR FIeed TIEH,

e fa#Fa# Gap Analysis T TIaF7oAT 97 774,

o fAg®E®] gare AT 9uEr QRSA 4 Hwfes sy, fagvor 7 grgvgs
TATF AT T T AT |



C. FATEdaAT & T GHEAT ¥ gl g 7

T YRS, FAEES o SAaTATIAE FeAl TE7T &9 | AR AT FHET 7 FATAT TA0E A
w8 B | w2 fawgar €1 A FE aHEn 41 FAdEE @ead | o9 T8 ORSA faan due
AT AT wF ETA UfTEET § AT wE G ReEEe WAtAE e aiataE wE e
AT A A T

AT AT GTAWT ATAT AR F] Aaea] AW AFg GaE Aol [ME FAAT AEEE
wiwEr #FEET Risk Based Capital / ORSA #1 #39W70g #7244 T4 ATa9=1
Atferdr g aa 1 fadoe: fawr S weraed fem smoiferest susm Actaury 721 AarersT
FHT AR AAEAT AT FITH AATHT AT A TRET AHE T4T AaaEers aaiaE
a1 gae T A sAvitear #41 9 wHE FhAd 2w e

#orer#! fawr &9#0 Risk Based Capital &1 @@ 41 9UE 7 FATETFE] FTTR
TOTET FaHT S AReeE ATawdE 791 9y A faaar i fas seetE aan
FEHFET TAYTRF 0T T I £ |

ATeAl faHT SR AFT 9EAE Actuary BRATE WiiAAE THHE HAT (8 FEEEIET
nfevear qivfeafaar @@aar 9 Risk Based Capital 1 #@md Ta0#F =181 Actuary Fiq
AT [aUaET FAEE G T F B Al (AT HaTdTs Wl 59 "6 g o [aaT i
THE A @A

T THETE THA Actuary #I0T FH ToATATAE (A7=2al (49 AlFT 9fF ATAH fEHma
FE WA 9F A e g | fawrere qar g geneda fadaed aargd e A
Actuary = FAI qURT ¥TE4T T 7 Actuary F ATHIAFAT o9 ATETTAATS FA T
7 g A ufesw 1 o #faes

THT FIH ATH ATRATE FAHATT T O Wl [AFTAE (A% Wiagest F0A1 Tadl T 28
FAET | 04% W OHTH AR GUET ¥ GEAA H AEATT ANCE ATETH] AT 99 qE
ofirarar sa 93 g v afam ofitarar e w09y A oaar wifess @f
#Hy #w Zf@ Risk Based Capital &1 ¥#ITH W T8EM F=ITHI ATeTgE T91 Hea v ]
TAifEa 7 AT AT AiFes | AeEsr 8¢ W T9r AT A1 RBC AT 94U @AW
ORYTTHT AT AT 4% F21 S9THT "1 F A AUE] qideE TEE 3 |

ufsTaTaT Risk Based Capital %1 @¥0m#d Tivea Zom®dl TA d99« FHAH T2F T
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g : (IAIS,2020)

ufyrarar et e G147 72 ORSA, FRT=UTHT F41 gy [aHweEdrs arerayiA
YEYOF I | TEE A MaEaEr e, e a2y, Feww qEEs mrEEE ad
Wwamﬁwhwhﬁﬁwwfmmaﬁmwnﬁwm
TAEA FATIA AT 2GS |

B. FATwaaAeT GHET ¥ A [ged! AT

W WA AHETES WU 90 FHIATTE [aded ATadl AqearA] 9Tl (@R SHTaaH Actuary
FT AATT B, T QORSA =T FAT Sraamrr 0T Sy TE WTiataE FeTE FTara T
A1 fardroa: fawr 7 Frammss 1 0 faeErEE qufaa sefay 2w 81 )

o fom®

UF HAT HTE Actuary 97 979 RBC ¥ ORSA =i frawerat faua fAdera aaifaw difeus
gaarafafas J @1ga Actuary #1 Fa1 faue afad [uredt fmman sraafasarsr faea wf
e 7% fed, FaEE 7= qEed, [MaeEs 3 399 7 T dE ANGF TGRET a497
TS ANfda FT0T FUE 4T3 ao =g wrdfren fam fawes ofvsy of awean 2o
e froamr FHAT 297 (Role Model) a1 Fa#1 9418 T 5% |

2.3 fomasrt fawm (Fore dwn i)
Jare Frer grfgETa FEEHEE Actuary AR TEATATE AESTEIT, FIETH FAATHRATS

ANAH U2 UH S THaEToE dAqviihes qHa Hdr @iqqiq T4 ORSA Far=a=a1
TIHAFT TeTHT 20T Tad AF 61 &4 afE=g |
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FATHE] FLAT ATAFTT TETH T,
#fg ORSA #==199 T+ A=AT=F# AHEaTE (99 arfew w=aefr 7ar fazefr Actuary
o faur fasare e e,

» Aot #rr gifasETore ORSA Fri=aaAT aufaes! difas g qU A
THAT ST AT FF T TUETs FATEIAA TEA FAE |

The supervisory ladder as applicable to the DRSA process

[ Withdrawal of the licenie ]

Capital add-on due to severe
governance defliciencies in the

ORSA process - ORSA policy

Prohibition of certain
activities

Compulsory reguest to
achieve certain outcomes

Recommendations
[indnddual or sectaral)

(ST ATE STHT T 3099 )
0. fswel (CONCLUSION)

fIFT® aFF AFFIAE qvaad WTE B T8, [MEIEl ATavaE Eeg | A Sa
fafeael a= fea gvaw w9 wele FRarassr wd=a, fadaEn v geeafoa ==

AT ATHT WfaETOe Aurely far darers IAIS 9 dgersEA AeE #19 ieaaeerg areer
e AL AT FATE T, TTGAFE AT AEHAT A g9t (RBC) # =
TH B | I3 (RBC) F1 #FUWIATE UIAMF FTHT FEa 0015 #10 HTEE0E AT
ORSA ffirsr zoes, @irdt van & | 41 wegeds gy 197 faas qar fafaqs faea
qAT FAT TATEFT AT WA AR 79, 299, Far faue =1 v4 (33 #fsarg &v
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T STfEEeET (95 Actuary 1 TR fawe w9 TRy fAaae Tar e gaerg o S
FET WA FTHT TEEIA AT TAET [, TN, ASMIAAT A9 A HY SRFATAAE
FE AT ATaai@ Risk Based Capital 1 o9 Mivaa Aregar a41 Afeems T

T WTHTATEE

o famr Uq 309, FAA fFama =awar |fEiq |
o faur fRawmaslr Yoyo, fFaTe =yawr |fqTT |
o FTE Fidas, TITH ATHT TTTHELT |

*  American Academy of Actuaries, (2016). ORSA and the Regulator. [Online]
Actuaries. Available at:



q), ufyea T HGUIT

e faur FTERA | FE) ITANTE RHAT g4 AfAaad @EE Alfaedrg e
SAFTATTA T4 [AE HIET GEA A FAEOT A AEE SANE UF qAIEE e
FEHRH B | AGATIET ANNCEF HA FUATE] A1 TEAE AT Farare afswd
B AU T FEYOF AT HIERHA T FOERAATE A TETH A1 | AR HaaTEe
T | A ATAET G L) AT ANICEET AT ATAAHal AEEeAT A A
AR e faar afafsa 78w {aTET 9Ed TEE el fHeTad qia gerd
AT TTEeS | 39T fawrEEr @ 7 geaeAiE AieEE Heears g W g s
FATAT Al3 T MET T4 Haae+ @ Sad GHATHAE a9 Gie=d 10 TeaE
Farararay qua# s |

2). T fawmar fawmsre

Feroamr #F@ear f9AT F@1, F99 7 F4 [AIAATE 46 F07 A7 FIF-FeF 2 Tadl 53 |
Tal-T¢ ATHEAT T AT THEEA gel iHE S g |

ferATeFT TERT=T TagT=aat I AT AAAI T Eresy fauT FREREE AT @ Ee
HE ATH TAE Ao 7 TiFd TATEF T &4 FabdE Faeq] A7 AT ANTAE S
W?WWM&EWWWWWWHm
T B A ANEHE AR T 3 A9 favaer e qumeEr weE-weE
FIAGUEHT FTES [THT ATAATH AT ATH 5, |

ETAEF T ATveiE SAT e [MATE GEET A1 Go53 H AHAEE TR /i |
T AHAHT THAMAT ga122 Fa7 (White colour) &1 FTHHT T FEIREEA ATHI
FITATATE F81 TS FEAT T 7 draeETar e ofy ffes wew gee o ol mee
Fa®T ARl TEATE TUET HiA |

sHfv@T FqaEar Dr Elisabeth Resenthal (2017) 1 AR A7 95%0 F T0FHA
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FrfFear TAT Jiaar 797 EiFeada) FHa Haedl WAl | =EE AN FTHEEE AT
R Ry |

9%, off yraTeATaT favaeer #E qeEar @mreer fran wrsm aare faerdafa afaa fae
o s fem 1 [T oAy et anaiaE wreer e s wE
faepfaa st | Serasrar a9 9]99 @1 @ree famr el # a9 9w Eree
HATATE [/ FAHRHA Acl HEcd [UE TEed | 79 1997 | Afagd Jgad 9 w@rea
T FPTRY WER FEA TATE AN AT | TEAT W 499@ F AT FATE F
e o draare faverear argd gada | Faaa sl e saer geErd qEvEe O
FIada e [aATE qeard qa1 7 Hine A SIEEH] HHT e [GA] HEHHA G
BA AT | AA 9430 AW ATETET HeT q4T SET HerwaT #nfTE SFer qug mreey
Faamer = wfaus qrgeg

e faarF A4 uTETE SOE FrsA 49 9%3% # A wee afq aenremE 24
TATTF e | ATFEA AHTE v § aifdE T qEemn fiemrEr e ameEe
AES FYHT VAR AT AT ITANT T WA AqE 3 A 1 #aarg faar | awmn
TACITH] TAEAT AAT ANChH GRSl Al G497 Al @iEet g Wit | J8 weers
ATTHETT T F FHAA] AHEFE ZHTT TTo0qT 78T FATd FFIA STaFE Td9912
40 AT TOT AOTATAH] FWRTIA 9Ted 7 TH AVRTTUF] T TarE AiaFs] ITA7a @9 T
TH TH AT | T HETHATHT SA0H 37 AF9E0T 99 1890 F1 ZFAFH ATSTE A6
THTEFTIT FTHT TS =RTEAT |

AT %090 T A-ATATE FRIAT T A STk AT FTEAE] T2 TATIA ATAATAH Fesasy
T 1950 F1 I9TF GO =nied wiicen, snifaa, afeer s ofaa enfafies der
TIEEH] TR HarAT AN EE] TR wEiaa T [afae TERE EH #FwE el
mmﬁm,mmmﬁmm% T T ATHET SR TETE AT
q8= (Universal Health Coverage) T @79 90T 27 99 A9 300% Ty FTHATF 73
AT T (AT =y diaam 97 e fagusr @ |

ATIA 2T TAHHA q0% HIAe ASAT 97E A1 A= G900 9 AieFETg
T (| AR T 91 FUEE T3 FEH AE FEEUEr § | Ui qaHr av
FEAHH A AHT TAEASNE] AT 57 THF o |




T FAFE-FF ATH VAT 7 FTF-F0F GO (aeT-TamT FZYaEr AT qIITE FIrgeE
ey faar srrFn fEy s aregar adfas wree famn sreseasr s fasiaa
7% A T TATE AR, WAERTHF, TAAATHF, STARHE, ATTAEEE T
WW@WWWW&WWWW&W
. |

3). waTeAT e fwmer fawmw

TITAFI ARaHAT HTEA (a7 FAFAF GAA] (4.5, 3033 I TbTe ] 7ad ao7aq1d,

ATHER AUH B AHATs T8 T Jooi@ T ik

» fa® 2033 - T ATTAH (AFETAR AT A9T) F ATTANCE FTHT AfAATE P

» fad 3049 - A9 7 47y Tfeds 9 921 aHERE Auwed Whd faAr FwH
=TT AU |

» T@H w0%0 - #TEN] FOAT § 9@ THAF Fmee (AW, Fal, SRy,
TEEET, AHE 7 [T WATAE W\ #w) W1 OATHRIES @ree (qEr Fews
T=eTA-THT ATTH |

> 4.4 3089 - gl B-afig draen (94,3088 $5-30%% /60| 7 14T @TET &9 quTY

FITFA (A 30%8-309%) o HEEAF G0 AGRITH] AITd F=EA GEIE AT

it e Aif aarg @ afeoa )

fa@. wotc - At @4 gwwrdl g3 dware @resr fawr FECREET SO #@TIA

TAFFS FIFETS ATGF 9 085,54 6@ TN AT @A @A @6 T4 A0d

[T |

» fa" o9 - Jure FEETEE A6 sow Jvmg 43 9 ity m=rEer faar AifT S
ATEE |

» EHE o - [FHE 0% "9 Y% |/ HHEEE S AT JEE (TS TR S0

» fa¥ 309 - 919309 /93 AT AIEFE 3 eereE FATE, AIES T GATHAT ATATAF
e HEAT ATl (TS AT AAHT T foHT FAHRH AN T S0 A0ED |

» T35 vosy - Furer faemr fafa woes F W T 791 AEEE T A Tem faf
Y093 wug 44 WA IfE e fawrEr gEerar faEew # 9wes 9 @rEE A
ATE |

hd
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» a7 zoe - 13 309y /oy | @A [FH FEFAATE 29THE ¥Y, [FedrEn fFae ™
FTRFE ST AAAT [AeeATes Gt $ GET 94T | 36 919 F1 g GEET 94
Tarar FraeRe fa=r quar |

» fad zo9y - 919 309y 94 B I TEAAT 3% fAeaemar FOHT faeme nforsr
7 a9 TeiedAraT FAME T |

» fa4d ouy - ey faar o S0 quer

» fad zouy - fafg 20w 93 03 a1 @ T Faarad S ausn ) 919, 30609
TRAT ¢S Fearar @ree fas o s Wi |

» 9% 0% - 1T 3098 ,/90 7T Y Tewar @rea faur aa1 e THE 919 9y
3 727 Feares @Al v woed SradE @i TAvE T |

» faw 309s - @13 3099 o 7 Wy earar w@ree faun qat waee quF | @9
aa. "1 fafg 20ws, 93,3 T wiEr wreg fawn fEewr e o 92w § o9
fsieaTe® (AT=iag, =9I, TATEl, e, F418 7 HEaTg) A/ HIHaT a7 TATTHT T |

> faH 3o0sc - 913, 20es 9 W FEETE 7 Afaaqy fasmmr dar frmw af e
v Foearsy @ faar wrws faem aioeEr |

8), Taey fawrsr w@w

A [qHTH A9, AR 7 9= @y [FaTE [@Eg T8eedis S04 a1 e
7 T WA T Ha Afgmad T8 AiadT 7 ITE GHAT THAAT (T TEE g | T
TR qATATE AYAf ASTAT TR BTAAEH THAAH] TEH w@ree [aHTE wmenee a9 G
TEH B

(%) awnfas @mwa o . amfaE @ B ga @avEre e TRE | =
HATET WIAHAT AIFT A g | AW AT AvET ST AR AER J97 @ied
AfF |

(@) =it mwwr faar o 79 TEwEr = e AW AT Jearad TEE | AT ATR
FHTIH FLYTHT AT A=A NH T Febder] Faresy faarel #faoy wagan gaiqs @
HHAT 7 TEEAT A1 [GH AEr F |

(m) FIar smenfem wwen fmr o e gEmEn wvE A o qrErie gsEEd
B4 H81 TEATS FTAI AL e a6 AR 827 | OF TEeRl e faEr FET,
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() EHETEET AT wEwen fa|r o FATr sEeamr TeTEr w4 wHErET |9 faE wwe
AT CAUET B A 7 CAE dEEATArE FHIAAT g s fa w0 aw
TERF [aHHT (7 favmaes aqiaus: £+ |

9. FPIN ATIES FEEAEN [AFHAT TTo0F Tae, |

3. HATE [FHTE SERTHT R N EeE AT9E g |

3 ArHTeAEd AHETIE EEE afavTEaEe T g8 T8 |

¢ ArHifaE FTIHT A wEreer ar asEe AU g
(g fofus gwest mwer fmr - wify s s e gseEr semaEeard 3

AAFAE] ATAINAE, i, FTAT ATIT T AHATTAT AT AT AT T ReaTs A

y). Taree fomT wewit s

AT F@resy A Afafiea 19 gEr SR AT qUTd AERE R09s ad 99wy, 3fa
ATET ATHT THYT NIEN F | WEATET UM WA J09Y/ 93 W FAT, AT 7 TATH W
@ foreerate 9% AUFr w@EE a1 3095 /9], T ATYEET 9T 6 FE feearar Fan
faeare T Ty TEET ATEUET IR dEaT ATRA JaT T TIEE B |

T FATHFHE! TETE J110 F 3y00 T97 99 997 GE50F @000 % 900 F 37 fafaas
ATTA 4T AT Haed] @ Wd THd FTAA auitad Aia Tiead gy oF g gfear, @fq
YT AR, ESIAT, 0=, A4S fa. @, fz A  XDR TB) USH AH{A, Wiee e
&I (MDRTB) WUHTH 90" 7 Fa4 99 FTHT THE TS ATEHE] AT A7 AT
THEAF TEE G AU AvE, GE9 AVEE 91 HE dwd "2 S HE g |

TN TTER (ATeE T A S TAUEr, AT AOTEIATE A1 e 3T, 618 J49
AT FifawETar e wd aEE wfeE qar FEAEE aerar 99 frar gira mea 87
ard faAT FEFRWAT ATag R GY @ 91 STAET qoeEr 7 atea suar e G
TIAAT FARA TH [ATqTeTs ANTETT (AT 397 9q9d G2 aq Haedl @a 3, |

famr @riaaT st @fgs ¢

e faur THET AT ATET AMINIAE qT ANEAAEERT GSTHT TEHET AT WEATIEE
et fad Afdeg | far g aew arenT fruafs A aEniEE wwowvm A O =
AT TTEA TEA |

B i e
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Tarey ¥ar el fow ?

HeATHT 7% Fa A "a g w2E g ) A4E A1 9Erd 799 da fae 7 i A
famgat wagro ot faAr FEEHEA AfEUE g ) m=ree e FEsEE gEant gq aera
ST FHTEATH TEF OOF ATAFH @ BEE 799 T4 (4 WA g | 7 @
A B A9 AAAE Gfed AE e f4) FeE JUEea a1 S e | ) @
AT FrR AT FAT ATEE FTALE] AT AR TLATT AT TERT ATTATAAT THT T ST
T | TET AET WA AT GUH] AEIATAA] (TRT A 7 Al SEIATH] 90 TR J97
wral gAl Aearad #ar fqq s Aied sEear atEn @) av g9 aE weara fae
FFTAT AEET 7 TE |

@ faAy died afged! TEnEE AN T Tedl ufeE wre dw ardada
FEIATH, WIENTE 9H90TH, AT AT, HEA AT 9w, Higdd e 7 Oar
HRTATARE I AT wS% F2 TEEHT HEEE T aheddl AIEr HifT aqan Jar 9
TR 3% 72T AT GEAFATE Goae FEOAE A W¥o 92 HET TEE HeaEede
e AT T AT e T B | FA AR SHT IAAT AUE @UEHT e faar
e fAaea faur gaw dar fama Sman oivaqq a9 afFas 97 aEiE dam i o

%), TR TanT TS STEaT dE

faAr o9, 30wy dar mTed faer Fromraed, woey TR GUET TEE GUET FEOFAA
ATTAEEATE HEd A9T34 @] (G0 FARAAE 997 TATGT S 907 418 6
HUET T |

T AAvIiRET adrd, fawn w=ae, Aty SAEEE e awen 7 dEnfeaE aeEe
FISATEH! FRW THATS TAF T AEGE [ATIA AAtEUE fAAr gardarng fasns

AT a1 AGFI TH FTAHT F7 | UF TF [AF ek HT FUFT AT ATH Z |
sl @ ek fave afasen 9 adm | qengsEd wraear ofq faar afason adEr agen
THTHAT TGl FHHAT 760 Ters | e [0 FOFF Fe-aal = @07 arss 735 uH
TWIED ATETETE ATITT 0T 21 99 979, 7009, 08cH] =Ty T9TH 30 [AedATH v
2T T TEEEHT 41 FAFHT [aa7 TUE Terg | THT 919, 509 /098 F J9aes
TH FAHRAAT T 4%,599%Y T97 [dfAae® a9z I0F 7 | 97 TS 2T TArar




3065 FT BA WEEAT (,%9,47,495) FT 3043 GG T 4TI | TS 9ivEAT AL
ATAIHT A1.9. 309/ 08 HEHT FHET 95 33,993 97 94T 04 FEEEE 999U 87
IT FFEAT AT FAMIAT 2095 FT Fa AT TIAT (55,38 820) FT 39 ¥5% &9 A58 |
TEAT AT AT fAfHasT AgEnerE 49T A ATA, R00c 08¢ WEHAT AT a6
Fafeer #refr q2or (9%,30,28%) 01 WHE B I FONAT TIIHT AT FH (338,50 40
TEF STEE |

IR 42,59, %% ¢ A ATHTT FITHT T0a17 04, 5% T2 B9 59 FT 2% 9% T T+
=ifer famr ®raFaaT 919 GUR T | Al FE dragar w2 Afedr @ aratae
9.8%, TR fgaw M fgaw fzfa oq9ve, va wEfvugs o 3%0%, FZIET 00499,
U AT §.5%%, AT TT 5. 3¢S 7 9 ACE FEAT 797 99, 50% ATHE 9UE I |
HATF AT TEH 7 ST AR ATE. 208 0w T HET FUERT T Fd fafaa wer e
giaeTEs OPD/IPD are, 3§ wiaeras fafaasr ower Arha @& o g7 99 & afayas
ATFTEE Tl WIha 4] JTANT TR Uews 9 HIE] FA{aHT FA 549,043 T& 9
AT WEENEAE FA AN THEA B 4,43,%%,30 463 AGFAT GUH TS |

T GRATA WIMHA AT (AW FAFET TAGF FATEGAF] AT F=Ar gt
o117 Insurance Management Insformation System (IMIS) ToTeiT TTT ATRA
TR e TATH! [FE90 AEEeT 7 SHaETIs T F10 AUE, Ta97 TAEATE TATIENT,
fammens @mmayt wfosr @ 1 @ wrarew o g6 7 fafaaer weeres AR gbwaE
AT FHA TUET G | [GHT FERHE ATAT AT AN EEEeTE dEEd g Saran
HESATEI TS fafaet T=7 97 ATEEE Seva T GHET q49r wH atw, fEae
0T 21 7 7 (955009999339 1 FHT ZEEGT W FTAFHHE TATFEMET FATEITHT

EIEAEF LR
(o) FAEAT, WA T FATLTAST IUR

AT [qAT FAFRAAT F T AHET AT FA ACEF AT AT | AHF [ATg FEET 79T
THE FAATY HERI ATNS AGETEEN B | ETH TEAT NeF q97 FaFEeE T AT
FA AT | AH EEAFEE GHAATE AN TSI A AGE Gedeb A, AivE aHT,
AT, FIFTE 7T 77 TIFET R 7 (A900 4T 909 SioF (HeaandT @ | Far=aan



T FHHET AHET TAT FATATG AGTTAETHT TATFT i@ T Afhes -

»
»

74

v

TATE AIATHT FHATER TAT 5 |

fafuaerg raim @ dar Afaf=aar 79 Jaw qal fafeas agenrs ad
TIH AT (gl ATArdl 7 FHed #TA1 G997 HAT T T THET A& |

a4 foeerar wfea w7 ofemr afemm eq Ao ofg afe 7 fare=ee faar & aew
B A |

AET THE T qFT GRATAT fEery 2

AriTER FAT TETTE HEATETE SO I TEH |

AT GUANT H A |

AT (AT FTORAET ZTATE TAlFd! aATaq 797 THATS TR0 AT FaEdl A4
T FHFH |

THIEFET ETH FARHE! ATHA, Ga1 gRraEdrg difaeivy a9 guge weizy T
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AEATEES oAl (50T T TR @ | e g9 Gedmedr ag% fadrg gear, fe
TEFTA, faaraT, Ftadr, AreaE, "E Gaer T fAueer, FEEr e, 9y, FoAE 4%
sftar #eebrdl faepr sran 9ites, #A Al A= q91 FEHe 91 7 deaR SAaary
T T AEE TEE | Wﬂﬂmmﬁwmr&ﬁmﬂm%ﬂﬂaﬁwﬁ
Tafafiues, agfsa aowg, ATEEST R Far faaefr fafarr fee el s
TEGA | 47w (e AORaEEE AqET GHT A9H T2 ae TEE G |
e AR (A U 7 Framrael srafe=meeE w1 gere deareeerd At i
TRTE B | HE ATET gF GEEEC AAEAE] HEMEEA U4 fgdrs 90 a4
T | e A9 T dghel d2F T97 (40T HRAEEAE ey | 9% WIhd aear

B i e

FUE gFaET W e-0c0 ¢ (0%



STETFI] AT ATTLHFTE FTAAT Fawiry AT AT S W F | S AT
HIAEAHT TEH] HEEEAIS 09 FHEARl [[MeVTFEE A1 TE g9 | TFE THE FTHT
afear I, GedtEd UeE qfeE FATEaT T, gEET 997 9e 19 Aihew afEee
FREAREEE] Gfaad aTed A9 (7T AFTHA TR Wl SEeTEE e B | JEd
FAA q41 AZeHEE FTEaA AT g e 7 g gegrEl #aerd, qeiusdesg
U FHIAT T92 FAGTHIET TG AT T80 3 |

ofe =aaEaT #aTRe 9 AITEET R SEEET (AR g9 FAde av TUE & 1w
A3t SR AT S A TR AT, ST FEEr, A aur SEe A
FAHTET ATHAT A99 THH 99 TATSA, FEFHTEEHT Gel AT T TEATaAr 59, e
THA ATTTF! (AT T FERN G | THEFT ATHFTA AAT (@577 A2 s #9670
O aifersEdl @ | A aEEE e faarn, J9 AR afeae grgeed wrmr afee,
7o favir #0wT ATEd A giadtead gaae gar 7 o 67 was foawear a aa
YHE WEATEAT T2l G guE A A e areed uF arawwy auedes qiee
frafe 72 UEEr TET ATET TATAE TATTF FOEAT T ATAE TG ATTAEAT B |
A1 e FAAFE OO0 GREAT T 2 99w @ AR 29 e e ee
i |

. TR ETFRAT Argeieeg) fAamw 0w totw
. Feqfe yTEr A et wows
. beta.gorkhapatraonline.com/

. https://ekantipur.com/
. https://prasasan.com/
. https:/ /www.merospark.com/
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ISTeiifd T URIRAol

@ 3T gang
geras frdwmew, ame amfew ggeaa afior

Hodiy

AT 7 WA 39 STET SqEATH Heedqvl 9197 &7 | AATAT TIMET 7 TAATAF HATT
HEATIUT Uk WHTEET TUH] qTEw5 | AAANT AAATE] FAGTE GHAH] F10FT TUHT Zeged T4
TIME GIAETITHE THET TTEAETE 17 SUF Fege | TAANT T TTHAE FTAETE
THHT HHES Ud BAF AGEATH] [GeuU g4 WUES OFHT O faimeEdr @ odd gaen
FAAER TATIH | FIHA T AAA A A aquA afwer ¢ wree fafire g aedifae
favrg wé Wifq famror v faf freior 9 @ 9 wmEe =R aeiae 97 v fafg
AT AMAET FATEAAR TAAT 1S T8 T28, | TAFTAEAT TIHEA AT &g, TIHAATAAT
AN AR FF e | BOF A FAATHT (o T FEATET AT TEHT T | RIAATS
qF 7 faT FH GITHA T AAAMAF B | TAAANA T TITIA ATHTHT ATAIIE FAIA
HHATE ATHHAT T FTH T AEAT 2T ARAAT 97 T w0 A8e 9 | 41 32 =
AHLT AT TZH (AT HErATo qIHET TR WA T WA e St 8q
AEfAF B9 A5 |

fasrr war

N FTHET FA T FAAF FA1 7 91 TG AT A TAANT A | 9T HAEE
saare wfamas gfafafam ™ 9w qa7 Tafaerg i | sl afasvEr a6,
A WEATEAT T MRV A2 7 AT 27 | e fatae difa 7 oemee e
T T FHAT TE WHA A AZiE T AT ATAT T A 2,
T T AEHAAE AT JIANT A TR A1 7 T & |

AFTE FEeA EEE TH wea darar, fafem g, awm, FwEfEts o gEem afEee
T WIH A7 HO A A A | TIEA WOEnT Afe (AR #aieEas T AaraeiAE
FraraeTTET TEafad EE @ | TaeiaE Afaa s ST SHEaee g9
B | TIMEA AF FA AT GEYT T F4T FWAR T ATHINE FEq] HETSAE A
FAEEES ATEr FET fAatraar ofrear 7 gaar |rgs A e, e 7 e i
I UF T TOERAT AT

AT T TUTEAE HFIF AT ATIROTH] HHRAT FAAAT TEeg, | 77, Frar=a- 7
STFEIE TEHT B A 1 AAANT ¢ TOAAET AHETEE I 7T qeomH w12 e




7eE | AN sT=eg ATHiEE fAviare fAaifer g MasarTesar 59 fageg | raaE
fasimfas wfusrsr qeasy, afes g ¢ 9@, TaTae ar ATHSTArE S, W,
FriTasaT S AF2d7 997 ATARESEE F0TT T |

ITSAANH T WITHART g

AT AHATIFAT T05 TFE 6T 28, | A9arE A7 A1 ¥ HaeH ] 67 Faee
TR i | AT dfaee fawErd gem 9w e i | et 39 7 Seare
AT ATEHT TE AR T9T T AT 7 B TEE | TR SevaTied weard
T | FAATE ATAATEH FE7 A AAANTET AAAT TEAH 20 | HET AEAT 3= A=A A
AAATAF AfeFEdl WA 21 | AEATAr 2 AT AAHEE o qrE g ) aeeiE
TATET 575 7 THIAETE AAFATE! AEEIA TEG | TIF ATTEAT qAANTE FA AT AT
TN FAGEATAST ASA TH & | WiAE {7 A8 ey B e, o JeE
afd = TEd TEE | W (AUTE FOET 9ETE i a1 7 ATHEnTieEdT sfqe qigare
SR WA T TEE | GTE w1, A9 7 Aaaddre 9 g9 TdE | AAAT SEEE
Tl TIMEA AR T A TEGA | TSHE Al 97 FAEAEES] BAEad TaH
Fiad gfawd fea ®#@ gomas wred 19 e | gymEAeE @l geer ofq a= afeeg,
Pt wToriTeaT et QTS ArATaE wT (aTe aEvee TEA | T § AT ATy
FAATATE AAIE A TGATEE | TAANTF TR ATE FHAAT FHAAT TIAT FHTA FH
AT e | T T TR ATFREE AEA Al | J9TEE FUAe HA1 AT 99, dE e,
ATITTHT FHT TEH T3 |

TAANT T TMEAF] IoAAH ARIEEHATS AUFETH Adwd T+ 9% 5 AT (90,
Tl afv AeEaE 3= fraean g | eI T 9arEaE qraeea Hed 7 Wi deEdrs
IUA=T AT T AGA A AFATAAEEATS WIAATT AEAAT STANRTHT A 99 T9mEE 7
WA A=F HFRHF T ATAYIF T98 | G 7 AgAF Afqigaar @ amie suen
FATATTAE] FIT TITET 7 TAAANAF FAREH H07 T4 TEg | To62 ANATa SHazqrane
TIMETATE a9 TG0 T 79 HAF @7l qAAaiiae aarsa94s, | Aiaers SATaar
aEd FATEAA TH HH HFRATA FeAl VA 36rgd HIEE | TET 7 aediad
ATATFT AT 7 TEF HHEEale 944 T2 FFGRFATE Gl AqEA AT TEA) qag
TIOUTH  ATSE, | AN 7 FEUAA AT QA1 qFaed, SAE 97 FAFeials ATHANIEE
FRtagHT AT FHEE A TEE |




AT T W arae ¥ HfeT

AT 7 TEMHAAFT ATATH F1I, THATH T ATHFT T0F B | AT 7 TEAAFT TEARF
ATATHT H A 91 AIFEE AFAAT 91 AAFAA (AR T GG | UhEA AFE ATHE
AT FTAAT FETET TAT ATHEAT T AT A AGHAAT G TEVCHE ATATE] FTFE AR
FIRT TEA TEG | AAANT T GETHAR GIHETE AEARHT I(@UH FAAT T AT
FTTEATEAF! AT AT =00 T TFE 9AT 50E 7 WTANE "iaee
AT T TUNHA U TAFEET F TS & | 4 T fa=aAr 0 g qv gizvdds faew
afegea 78 | At T gemaEta=aT 9fF faar ¢ aegeg g0 Teeiiae SAadEn ST
famugeas g Aifa frior 79 ¢ wueme T weEE e aerdifad aan
AE=FT FATAT THATE | TAANAS AT AT TEA TITFE AINEAATE AL AT T
QITAAA A HIEAATE H==ATAA 4 05 AfAAEE Fqrge # TEg, | aaAliad dE
TTEAFT TIRT T FT0 T2 T WA ATAF TG 74, T AGHT T, TTA, Fa
A, ATAM 7 FFE T Aaa S FOEE qHT qEET T 6 |

FAAANAA AT FEATT TIAAE AT AHT AT 783, TIMEAA g TAANTa1E 90
AT ATTATTF AAANAE FAFEEE T AT TEF 275, | TITAAF [FoaTers Teiias
guEifrarar i ar=fis, a8 @ wEatas g g e ssmaaEr araead #5149 8
TAANTE Ak TAE JeUTF, [AFeTHEd (A9 AERYAHE ATTITEAT I T8,
IR IR F GIHAS 4G, | WY AAAaE Adeaare 9uaE fqug ar ifs seiwege
AR FTAT ATHANIE FHE TE A 960 TTETANS TUH frg | AGeariasg
URTETE A1 FEFEETOEE TUHE FHUTHE giaagdr T i 9% FEeEaE a9 F5Hare
TINTEA Fiaed [GUATa? e | EEETE qUE Fr geEdeed] 3fed FarmELaaEn e
@ favi a7 faumarg frearEs w99 WA TOHAY T8d THTEE 7 A1 5 JEIEE
=rawiaaE 7 Afdq® i oiF 8@

TUEAA AT SFHET D9 FOHT GE TH GHEA | 9eEE gl aradiiaE g fqfde
TERG T FH T FHET s H] ATH AaTRaaral AAAlad qed W0 g | A
FIMAAE] FH TH ATAETOTERN AT (AT T B | GeTHehed ST ST9=TE 9! HIAAT
Iz ar v Foear®t ofq wredfas wedaEe fae affen gm o= gt aEs
gVeEA | MAAIAE Aqaeees FITe FITHEAE 2T w1d 7 ATHATNTCRE e T9 FTHA
FIH el TUH) Gfq AT TIHFE] G T |

IASAANT 7 JUITE HAIAF, AT T H& ATITEAT 97 FEAFared F9H 7289
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TEAA TH A |

oW FewT ¥ aHEnRT

@ | VR GEASATCHE @ 7 ETIE #TH S9TEA 7 ASAiaE AaTH B e |
EEAEY, 919 7 fa=nfaard dearar asaey ofq Fw 2 g ) Aifa, FaweEr g e
a1 A= ETE AT TR ATEEE TATAT TEF G | AR 7 qraAiaE S
FATH U3 TEF7 7 395 AATIE T TIOT ATFH g7 | TATE HATFarTdr Tamina
7 gAavard] =fehd! F=eE FTa EE G |

FATIT FTAFN FEAFH TATE I FHATIEEHET FHIT FoATE AANTHE 71 A= 9% I
YRAE AUE] WSS | Ul AT AAANE 7 wora Srawn Afae aigwia ¢ avae fqfde
wfeueEr WU qrafa FEEET AT GEAAE T GeEae aadidars arareEn i
7 fAeET 97 UF #FEE AW YR T NE RS | TAAAE AqEs qiaE
AT FR AAAAA FITAAUT T FEay ¢ afewEa fauwaia vy ggvd wvE
qAE TUEHN e | TAANAATE TIHA FAAFT AT T F0ATES T q9T AT FERTHF
AT (4F5E 7 A qdH TEl A9 T |

BT AT

TR ¥ AAANATTTAT [ e geriated @ 1 fafes s g 7 aeeiiataE
T AE A [EEe T AqRaT SUTHT BEE AT TE | BT ST H{GEiad seTEE T
AN 7 TIMHA STAT Tl AT AATHEE dfETEA | HAdd STHT SHEIEEATS [AeATTAT

TITEAAT JFEgaT FREEE

FFATAET 7 [AwarAr &
qerq 7 (AW ==EEr 95
AT T AAEHTAE FHI ZA

e 7 Fr=Ta Tae A 2q

9% e Fwe yadr &+ fEce



CUECHREIRATE e I Lt

fafar e v s e
TR HTET T TEH

INFT TREITEE

) 1= e L
fafaa weTaFaT
Fervama ZaT=R1traT 7 AfTEaTH a4

aﬁﬁﬂ‘m:

AT 7 FAAAT SfEA AfHeT FrEEreEae 39 9 Wi FEA T B ) A 7 gerEd
TS FATTEN ATTITEATATE ATHATL THTES, | AN 7 TITAAA ATATHT ATHYT AoTawee
FHTHT ATFATS HATSF T4 1 T ATAYTF 3 | FHETE TE= T THETE ATaRe
AT T FA Il 79 (a0 A9Es | ST SAISIET AaEE WA T aHeE
7 QUTHAS AT THIRT WEAET U9 TEE | Ad AR ARAE QETEEe A
AMAYAF, TIAH TF TATS AT, A]HE, TIH, Godle U ATGEAHAT 5T AR TATS
7 qTRTETF AATAAT (Ao I TS FEET A6 e, 9 10 FEaTa T Toa-aF
oA QOIS fAvEr, Aiaw, ArearEs, #eAw 7 AniEeie 5 e afueerer s
=g |

ASAANTE Aeqeael GUHFTT FATI FAT TS, GUTATE 200 T, AT gemmare,
FTAEEHT ATAFE ATAT V=g | TTAAT TR, AT U5 JTA= WA G
afvares ¥ wErmE faaerfaa v gwmar aorgs aereel s faera ¢ A gEw o

R R B T

 dwer g EmREraoco & 994



ATHFIET ATEAT T3 |

TAANTAT favary 7 AUFR TAEAA T, AT T e J9, AT ¥
nifgy w=rd Gfrd g9 dEvd ggfead, TR 7 FErAEAT B ATHNaF @ | JTEd aTh
FTIMTEA 9% ATF] SFETaEar Ta9d UF 9add 6, THISERAT 958, 9299 SEER
T SfFEEE TN T TEE | TEA T AT gaerg g e farmers wer
famor #uwr e T 54 Uaw faguw fariarfeEar A 29 T A g9
Tosamet -

AT ¥ TIAA ATTAHT AT AT TATZ FTH TTAFT [FFT TEEA | THT U0 ATHANTTFATS
Feafaegar ae Sifa frat 7 gaer garaEf wvieE T4E HEer g9 gerad 7 aradifa
TF HFFN TEF & | AAANT 7 TIEAFT =T T F007 29 930 FvEw § weE g
AT FATIAAT ATAYAF TZE | AT AR fawra 7 dar @ A g ad FH T a9 |
w4 Al | &1 #1 AaAdliae |0 i 81 7 anieyiE 9fq | df geree seerd saEaeE
ST qaTHT HIElEE e e

"o FTelT -

wmﬁrmﬂa?ﬁfﬁ?wmfamm ﬂ?ﬁ?t{&ﬁﬂmﬂzﬁm
TITEH HHAT 2099,

FATAN, Ao(A 29, AAANA T FOOHA e T AUE, AT = afgEn, aEn

vogo
GATH, WA, AN 7 FYEA, WA 9ter 99F 939
ATE ATAS, TAAANT 7 TUTET © TR0 T (e, GOTEA 9%
www.prasashan.com
www.dms.nasc.org.np
WWW.PSC.EZ0V.NP

www.fau.edu
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AUTI®! ATHISID 2D DRISHA GIoN
gonidel JiRad QaxATUeid! A7 _[dams] E
(Actuary) O dHEca

TETF TYH, AT STHT GIEFETOT |
9. W

T AUTEHT AraisE geTE FrrmRH g e 79 MErmeE wd araifas quen wma
HrA farATET 1 T FaT fgeEwT @ | AueT uF 9 aw faergdr ause mar gy
fergefr = o = T s SEmEEA mataEar T 99 wifaws #Ee T
frraeeer fammzar 1 #ar o a7 warg 77 GE0ET AT g FATHT FAF 75 7 TEEA |

AW AE A, AR T |

3.anamaT s (BACKGROUND) :

Hied AR faraes forann, sares qargasr g9 dEenEdEear 9fg @2 ) afas
AT ATACAHAT GHA G2 1 FH9H 90 Y= AFFAEE] ATERS TF Jhae
AR ATAINAE AT - AT ST q9T A, 6, 9, HYR AT, JgTaedr, A
QAT S HETAAT FIEAD AMNE | WO A T AHNAF FAIATE A F i aes
A==ATAAHT #1347 | (Ahmad, 1991)

AraadE AIATE FHHRA a4 faugEarr fawesr woamey i  ar areaeE
IR 7T FHIGHT qUE SiigHewars w1 a4 afted e owwen fawra g2 amfas

FLATHT TR FoaTaq T MEaeeEd FeEd T @arad a4 | (1L0, 2017)

TATE 741 farwts Ivea WreA Harw fEE faeim st i famrgEr # e
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wﬁnﬁﬁﬁ%aﬁmﬁﬁﬂvaﬂﬂﬁmwﬁ?ﬁﬁ?ﬁﬁﬂﬂaﬁﬁﬁﬂﬁ
TAFETCATATAT ATAT TEFH F |

qW TEAT FEAARTTTADT TasaaT e UTA Sitee Afvd wame aivag

. AANAF HIAT 7 TaHrga THE =TI,

3, FarerHT  CfERrEAT (Actuary) TERE FEHM EET,

HTETTAFAT 7 HEA |

3.9 GTHITA® L& ¢
HIFE AT AEEET A Ar@eaEaEEal g @3 T | SIS W A
HTITAT ATAYTFAT FHA T 79 AHF HAZITH] [HAAT AT T, THHN ARATE FATH
HTTadATs AT TH ATHTAF TTATH FTAFAES A=A @ngar | (Chalise & Shrestha,
2006)
W AEITE, ATAATAFET, AAETT, FITHT, AT FNAT TITATI 79T S Few=F ATATAF
ATATHT FF, ATFW AAGET T AGARATATE ATHFTTAN 797 FaTE] FqT4T AT,
qfvar e, S "ErEar @it IR auitas grarE giAfveEaar T gsae J
TETA A AR fgeasrd #YAr ®9 747 | (Balamurugan, 2015)

HAHAITAF HTATH FAFH F=aTed T4, TTGTHT TEATARY AAATAE AT H] GTHT HIFeAr
S S| (WinWin) #1 saqrare arafas gears srisnes G o6 g o,
TRTSAFT FANT ATEH AT FF Faee 70 ar FAres Sare 79 T A8
#% o 7 | TqvEer ArafaE ararE S fen s e St 8 aor ge )
(Chalise, 2007)

3.2 International Labor Organization (ILO) :

faryaAT diFems TANAF AT T4 SRFEeFl 7F ATFET HATT T TAE FoIEA
FAT FeATTHA dlg TAF AT ATHITAF WA TAT HLFH] FIAFHEEATS Fga] fa7a1 faswe
TATE HT F£¥d T T4 A0FH A9 A9 9%9% ¥ International Labour Organization
FI FTTAT AU T g 2 q9F [AiT=Ea (Specialized) FETHE AT TEH T4 A
TH# #5# E# 1 (International Labour Organization, 2002)

et P 1 I R
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3.3 International Social Security Association (ISSA) :

fereaaT ATAITAF WRETHE STTET FE A AedEES (AgAd, weaa, fafa  woh afgrar
HHET FHTIT TAET AN AT SASAER FTHT FA 1439 dr2ana (1SSA) H =197 /3
BTSN ATl 78] B | 49T THE] J55] TEE A99 T, ANE F0, AEiaF
[T FA HAT TR AT AAT AN AIFRA w@reey fawr 7 Ay, 97, A, v afeen
7 fagTEEE ATETETY 2 FE AR e ATTE | (International Social Security
Association,2022)

3.¢ Aqrear arfae qan fafon qeemer 4@ gaw ™ e

AOTAHT ey q41 faidg Ararie rarE @y gsEeE T gdeEreE dar B
frTaes GeaTeAET T B | WOHE TG T quihge qHiAg SearE w0 1 |

3.¢.9 qTRfAE gL 1

TR AHICAE AT FT AH. 3089 TT 9 A AT R0@Y AT AT GUTESTHAT AT
ATRIToAF HTT UA, 309% A1 STHFaEF AMRiaF qTarE BF "Av=d J497 AR Harearg
AT qEATE T ATETEY q9T A qEAT AT, Wi qYem Areen, gHeAn
TEET AT, AYTFAAT FIAT ATAA, T ATEAT FIET ATAAT, ANST AT A1, FATR
afezedt @ 1 armlfas qrarE gan wodifaE A s 3098 vs—-3059 /53)

363 ATICE A w
fa #& zovs A AmivEsEanr  @iaaer 9t gfiw wE oA 3w EHEEaE
HETT FIHT FSFAA T FIATET 7T AT BOATE TeTH TATGT T9T Fearasier T

FATAT T A9 7 FAAATATE AT F9134 FRvEre AME FY OF 307 FHEifan ey
T BT HEETEAAT TEE G | ANCE AT FOA ATENT AT, IUEH AT g
AT, AT F=d Uerg, Ao fAafaawor draan, fEer dreer aifs gaw T e @
(AT, 2083)

3.¢.3 549 FIY :

fa % 42,2 AT Afaaemal BeATEE FAGEITTAR AT ST SR Feua Fy fafee
TETIFT HATEE TETT TE 4.7 3099, AEHT A5 FT U7 209% AT 7497 941 A9 4 H
203 ATAHT HYNTA 93 FLHEFT T97 (511 FHAET T97 T TAEEF ATAIAF F24T 4T,
Afaares FGH G T4 ACH B | 76 G590 B ATSGTAN U7 €T GIAT Ao,
HAE FOET ATAAT, THEAT FRET ATAAT, AGRal HIel ATAA1, 95 A qear A,
ATA afrEe AreAn, ST qErEar Aifd R T AE g 9= 3099

It e L I 1,

e
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3.¢. ¢ wEwed famy 912 .

ey ATHT FTOHRE @ J97 JTANHEH CFHAAT g4 AfAaad @9 e Aianars afuw
FATTHT G, | T ATNFATE Haaes FTA] A F@ea qa1 W3 79 ¢ @ a4
ATATY=IE T FEOTE AT 3063 HIAH] ATANAF AT G2 2T e S04 a1g 6T
FEATAA B4 AU @ | (FATEA AT A2, 3093)

3.7y 8T qur w1 {LeTor w

faeirr zafirem = fadm aar o AEem F#e f4 9 20%s 9@ 3 T @ A
5T 4T Fal TEAT FW UA, 3093 THNGH TEHITF Ahdl Tedl, T99 ¢ Haal 7
gfe fAsreal # 4 Ara qe 89 G2 GraAn g arad T 3 e 930 9= adl
HAFAT TE] AeqTee FU-AATE] ToF g | AF 747 fawirr qwr 2e aedan AaTEare
T HHF AITAT AHHETE AT QU aErgas | AT (T qes S e 39,
TG, 3033

3.¢.% ATEHT AHTTAS TLEAT Ao AU F=h TaGeqT

T ATETE TG AT WA T ATR A S[AAE AR ATl T A A8

fafa= FrFwEE A== SE F |

ATATFAF AEETFET oTFaT Tee, TR FUHT ANE A Yo 3T T g9 g 9E T g
a7 T faure FAHAE @A %0 He q7E1 g9 TrEare §erk g6 =9 @9 ’ed
AT U AT G | (ATGFE FHGT, 3098 TH FURHEEATS (571 FTH] 79 HIETH
qT IEfaF FTET FIEATE ATIH AAFA @, THAAI, ATAS FETOE] T | FAT HATHIAF
AT EHHEEETS A9 AnTAd qifAlaE aeere werad, aqaear, faveor &5 g
queEr qar TaHE# (Actuary) TEIE A, A, THETRIE] SATATEAT AT ATTAE T
A9 AATE] AT G | (AT HATAE, 2099

3.4 _fewrE®l (Actuary) :

Daykin, 9%%%) fav=sm =4t sTam=irsr 7T (A9 963 57 aemasr armene William
Morgan =12 siifaaeze#l fas ge0 (faarves) g a9 @1f7 Actuarial =2 90
T TAT T A T AATReTs Actuary de wieuer faar o faent favasr Actuary
forear =om TTET FaeTE, FOTAN, AONYA, THWTAT 9% ATT IOOTEYAF TF AT £ TE
@ | favarar Tawredl ewa1 9@ geuet F9 A7 TIIE] ATETE GATEN FOHT BE qUE
@ | (Hyman and Robortson, 2021)
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Tamrgdr Aot wad, fgE sEEr w@idin el AdaAd FEE 9 FaraEe
TATATTAET SFHT T I FTANIT, ATEAYaF 7 HEed TR g |

Trgeel AHAAT a9 JATEE 7 AdE @7 (Non Financial Sector) AT ferasr aermgses
froeraor wfe afaey wTgH I AFRICHE TATIE! TH OATHIA WA, TISH FHHAT AHT ¢
ferameey ST TANT TETEET EE | A9 0y AT FASTE WeaAr] EAaE 997
FEARIAT TaATST AT [a¥ e TIUF Jiadea AraaaE AuE 3 | (International Fellow
of Actuary, 2019)

3.4.9 famrgst Garwl mufad sEaTon T s

fav7#r Equitable Life 1 &9 1762 71 William Morgan ¥ Actuary F 1= &0
qu=re A fawver famr srew gl 19 3odnr e &

T 9§\ % W AFAOTHT  ATTF! THUTEHD =TS WHGEFE BT T [AEAEE g
Farar sraarr ¥ a9 9592 A1 st fsrrada S g arer gy a1 SarE ganT
FEAT FHAT TEER] TAT ATHICAF q2T, A=y amaa 17 fad i ana waen faan g
WL T e aiiagE g favermor w8 @ra @Td (Cost Benefit) 7 sTEET qRTHE
#41 fz7 Gl #9871 (477 90E @0 (Janotta,1998)

farwarar fawmeefr’ g% Fem #AT UF STEE GEITHT TEE G997 SIRAAT w0 =TT A8
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Abstract

This article delves into the history, development, health insurance board, its benefits,
disadvantages, targeted populations, beneficiary lists, hospitals and services covered, and
the associated provisions with health insurance in Nepal. Health Insurance Board (HIB) is
a vital social protection initiative by the Nepalese government aimed at granting citizens
access to quality healthcare without financial strain. It actively involves households,
communities, and government stakeholders. HIB's primary objective is to prevent
individuals from falling into poverty due to high healthcare expenses and to achieve
Universal Health Coverage. The program combines prepayment and risk pooling while
focusing on delivering high-quality healthcare services and promoting equity among
vulnerable groups. There are 440 healthcare institutions across provinces in Nepal,
offering primary healthcare, Nagar hospitals, eye hospitals, and District hospitals. Kailali
district pioneered first in health insurance registration, and as of fiscal year 2077/078,
health insurance covered the entire district. The program enrolled 5,967,408 people in
1,832,105 families, with 2,427,089 active policyholders till the last fiscal year. Recently,
extended health insurance has been tried to cover the prisoners and detainees. The
Government of Nepal aspires to achieve Universal Health Coverage by 2030, addressing
healthcare financing challenges through the Health Insurance Act (HIA) enacted. The
HI program, initially launched as Social Health Security (SHS) in 2016, was piloted in
Kailali, Baglung, and llam Districts. Health insurance programs in Nepal cater to diverse
populations and involve varying costs based on coverage type, health status, family size
and provider.

Introduction

Health insurance plays a crucial role in providing financial security and access to
healthcare services (Pitacco, 2014). In Nepal, the healthcare landscape has evolved
significantly in recent years, with the introduction, implementation and growth of health
insurance programs by the Health Insurance Board [HIB). The impacts of health insurance
lie on an individual's health insurance status which is often influenced by several factors
that affect their health. Consequently, disparities in health outcomes between insured
and uninsured individuals could result from differences in insurance coverage or other
unobservable distinctions between these two groups. Moreover, a person's health status
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can directly influence their ability to obtain insurance coverage. In econometric terms,
the issue at hand is that health insurance serves as an endogenous variable. Research
studies differ in how effectively they acknowledge and tackle this endogeneity concern
(Levy & Meltzer, 2008),

History of Health Insurance in Nepal

The shaping of health policy in Nepal has been significantly impacted by the Alma Ata
declaration of 1978, which underscores the importance of community-based preventive,
promotive, and curative healthcare services (Cueto, 2004). This influence is evident in
the establishment of a comprehensive network of primary healthcare facilities and the
deployment of community health workers tasked with delivering essential health services
directly within local communities (Mishra, Khanal, Karki, Kallestrup, & Enemark, 2015).

Health insurance in Nepal has its roots in the early 1990s when the government initiated
discussions on the need for a health insurance program. Its blueprint is traced back to
1994 when the government launched the "Indigent Patient Fund” to assist impoverished
individuals in accessing healthcare services. Over time, various health insurance schemes
and programs were introduced to address the healthcare needs of different segments of
the population.

In 2016, the Government of Nepal launched the family-based health insurance program as
a strategic initiative aimed at achieving several critical healthcare objectives. The primary
goal was to enhance financial protection for the citizens of Nepal while simultaneously
improving their access to essential healthcare services. The introduction of this program
marked a significant step towards addressing longstanding challenges in the country's
healthcare system. Nepal has been grappling with issues related to out-of-pocket
healthcare expenses, which often led to financial hardship for families. This program
sought to alleviate this burden by promoting the concept of health insurance at the family
level (Ghimire, Ghimire, Khanal, Sagtani, & Paudel, 2023).

Development of Health Insurance Programs

Health insurance in Nepal has seen significant growth through various initiatives. Firstly,
Community-based Health Insurance (CBHI) schemes, such as the Micro-Health Insurance
Program initiated by MoHP in 2003 /04 from Nawalparasi and Morang districts. Secondly,
the government-led Social Health Security Program (SHSP), launched in 2016, aims
to provide health insurance coverage to all Nepali citizens and encompasses various
programs like the Prime Minister’s Rural Development Program and the School Health
and Nutrition Program. Lastly, the private sector has played a substantial role in this
development, with numerous private insurance companies offering health insurance
policies to individuals and families, often providing more extensive coverage and
additional benefits and reducing the massive economic burden to the health victims.
These diverse initiatives collectively contribute to improving healthcare accessibility and
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financial protection for the Nepalese population,

Health Insurance Board (HIB)

HIB is a key social protection initiative by the Nepalese government, aimed at granting
citizens access to quality healthcare without financial strain. It actively engages
households, communities, and government stakeholders. The program’s primary goal is
to prevent individuals from falling into poverty due to high healthcare expenses caused
by accidents or illnesses. It achieves this by combining prepayment and risk pooling,
fostering mutual support. Moreover, the program emphasizes the delivery of high-quality
healthcare services while addressing barriers to healthcare access and promoting equity
among vulnerable and disadvantaged groups. In doing so, it strives to achieve Universal
Health Coverage. Over the vears, various studies and sector assessments have highlighted
the urgent need to reduce out-of-pocket spending, which is considered an inequitable
and regressive method of financing healthcare services. The main objective is to achieve
Universal Health Coverage by enhancing access to and utilization of essential high-
quality healthcare services, with specific aims including promoting pre-payment and risk
pooling for enhanced financial protection, equitably mobilizing financial resources, and
enhancing the effectiveness, efficiency, accountability, and quality of healthcare delivery
[Health Insurance Board, Nepal Government, 2023). Enhancing community involvement
in health insurance, especially for the underprivileged, and fostering collaboration with
both government and non-government healthcare providers to gradually expand the
program nationwide is the strategic goal and responsibility of the Health Insurance Board
of Nepal. It is operated and governed hy the Health Insurance Board Regulation 2075 and
the Health Insurance Act, 2074, with its central office located in Teku, Kathmandu.

There are 440 healthcare institutions distributed across different provinces in Nepal,
specifically, 107 in Koshi Province, 56 in Madhesh Province, 100 in Bagmati Province,
55 in Gandaki Province, 57 in Lumbini Province, 33 in Karnali Province, and 32 in
Sudurpashchim Province. These institutions collectively aim to provide healthcare
services to policyholders who have actively participated in and acquired health insurance
coverage [Health Insurance Board, 2023). The healthcare institutions mentioned
encompass primary healthcare care (PHC), in addition to Nagar hospitals, eye hospitals
and District hospitals, collectively serving as the backbone of the health insurance system.
Kailalidistrict pioneered and became the first district to open health insurance registration
on 25% Chaitra, 2072, and health insurance services commenced from 1% Jestha, 2073
(Health Insurance Board, 2078). In the fiscal year 2077/078, health insurance was
covered all over Nepal. Basaula [2080) the annual report reveals that the total enrolled
population surged to 5967 408, encompassing a total of 1,832,105 enrolled families.
Within this robust enrolment, 2,427,089 individuals actively utilize their policies. While
this program has expanded to encompass all districts, it's worth noting that the number of
enrolled individuals from the general population falls short when compared to the target
audience. Koshi Province stands out as the highest achiever, successtully reaching 42% of
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its enrollment target, Conversely, Madhesh Province exhibited lower performance, with
only 7.5% of the targeted population enrolled reaching,

Provision of Health Insurance

Article 51 of Nepal's Constitution outlines the framework for healthcare accessibility,
including health insurance for citizens. Sub-section 3 of section (3) within the Health
Insurance Act, 2074, extends health insurance coverage to dependents residing in
nursing homes, orphanages, and children's correctional facilities, among others (Health
Insurance Board, 2075). Recognizing the opportunity to include prisoners and detainees
in the insurance program, the (HIB) has initiated this process, leveraging the authority
granted by Section 41 of the Health Insurance Act, 2074 [(Nepal Government, 2074, p.
16). This helps to implement the procedures for connecting prisoners and detainees
to the health insurance program 2079, An amount of 3500 rupees is allocated for each
family under the health insurance scheme for the procedures for connecting prisoners
and detainees, Here, "family” is defined as the individual and the members living together
in a cell (Health Insurance Board, 2079, p. 2].

The Government of Nepal is committed to achieving Universal Health Coverage (UHC)
by 2030, a critical target under Sustainable Development Goal 3 for good health and
well-being. Additionally, Nepal's Constitution recognizes access to basic health services
as a fundamental right for its citizens. However, the allocation of less than 3% of the
total budget to the health sector is deemed insufficient to meet global health and well-
being goals and constitutional healthcare rights. Therefore, securing appropriate and
sustainable healthcare financing becomes imperative to align with these targets and
agendas.

To address this challenge, the Government of Nepal enacted the Health Insurance Act
(HIA) in 2017, aiming to establish financial sustainability for healthcare. The Health
Insurance [HI) program, initially introduced as Social Health Security [SHS) in 2016, was
piloted in Kailali, Baglung, and llam Districts under the provisions of the Development
Board Act of 1956 in its initial phase. This initiative signifies Nepal's proactive steps
towards achieving comprehensive and accessible healthcare for its citizens [Acharya,
Devkota, Gautam, & Bhattarai, 2020). Health insurance programs in Nepal target a
range of populations, including vulnerable and Low-Income groups, Students, Working
Professionals, prisoners and detainees in jail who are not getting proper health services
and many of them are unable to offer them. The cost of health insurance membership
in Nepal can differ significantly based on the type of coverage, health status, family size,
local government and provider.

Hospitals and Services Covered

Hospitals and services covered vary depending on the health insurance program or policy
in Nepal. However, some common services are often included to provide comprehensive
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health coverage. These include inpatient care which covers expenses associated with
hospitalization, such as room fees, surgical procedures and medications. Outpatient
care is common coverage for doctor's visits, diagnostic tests and prescription drugs.
Maternity care is often included to help expectant mothers during pregnancy. Emergency
services cover ambulance transportation and emergency medical treatment in case of
an emergency. All of these services are included to provide comprehensive healthcare
coverage to insured individuals and their families in Nepal.

Benefits of Health Insurance in Nepal

It facilitates access to healthcare services, ensuring that individuals can obtain medical
treatment when required, thereby minimizing financial obstacles that might deter them
from seeking care. Further provides a crucial safety net by covering medical expenses,
alleviating the financial strain on families during periods of illness or emergencies.
Moreover, certain health insurance programs extend coverage to preventive services and
health check-ups, encouraging early disease detection and management. This emphasis
on preventive care underscores the significance of proactive healthcare measures in
maintaining overall well-being. An extra benefit of up to one lakh rupees is allocated
specifically for certain critical medical conditions. These conditions encompass a range
of serious health issues, including but not limited to cancer, heart disease, kidney disease,
head injuries, spinal injuries, sickle-cell anemia, Parkinson's disease, and Alzheimer's
disease (Health Insurance Board, 2075, p. 21). The purpose of this additional benefit
is to provide substantial financial support to individuals who are diagnosed with these
particular illnesses, helping them cope with the high costs of medical treatment, care,
and related expenses. It serves as a crucial safety net, ensuring that those facing these
challenging health conditions can access the necessary resources to manage their medical
needs effectively and maintain a reasonable quality of life. This provision underscores
the government’s commitment to addressing the financial burden associated with severe
illnesses, promoting health equity, and ensuring that individuals receive appropriate care
and support during their healthcare journey.

Healthcare provisions are subject to specific limitations, including an annual cap on
certain medical items and procedures. For instance, the program restricts the distribution
of healthcare materials within a given year, allowing for a maximum of 1000 pairs of
eyeglasses, 5000 hearing aids, 1000 white canes for the visually impaired, and crutches
valued at 2500 rupees. These limitations are established to ensure the prudent allocation
of resources and prevent excessive utilization (Health Insurance Board, 2074, p. 60).
Furthermore, the program excludes plastic and cosmetic surgery from coverage, except
in cases of burns, severe abnormalities, or injuries to the lip and skull. This means that
individuals seeking plastic or cosmetic procedures unrelated to these specific conditions
would not receive financial assistance for such treatments. Except for dental abscesses
and the primary care therapy of oral injuries, dental treatment services are typically not
covered by the programme. This discriminating strategy aims to concentrate resources on
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the most pressing healthcare needs while preserving a reliable and effective healthcare
system. It makes sure that funds are largely allocated to treating serious medical illnesses
and assisting people in efficiently managing their health.

Disadvantages and Challenges

Paneru et al. (2022) have concluded that "Although enrollment is encouraging, adherence
is weak, with a considerable dropout rate and poor renewal. Patient management
strategies and insurance education are recommended urgently. Furthermore, some
alternate schemes and strategies may be considered”. Thus government need to use
proper methods of disseminating information and at the same time needs to improve the
quality of health services provided in the Health Insurance Policy. There are limitations
in coverage; despite advancements, health insurance may not encompass all medical
expenses, which can result in individuals incurring out-of-pocket costs. Further, there
are disparities in the availability and quality of healthcare facilities across different
regions, affecting the overall effectiveness of health insurance programs. Lastly, there is a
substantial awareness and enrollment gap, with many eligible individuals, particularly in
rural areas, remaining unaware of the existence of health insurance programs, leading to
low enrollment rates. These factors collectively underscore the need for continued efforts
to enhance healthcare coverage and awareness in Nepal.

Conclusion

Health insurance in Nepal has evolved over the years, aiming to provide financial protection
and access to healthcare services for a diverse range of beneficiaries. While these programs
have made significant strides in improving healthcare accessibility, challenges such as
limited coverage and healthcare infrastructure disparities remain. Increasing awareness,
expanding coverage, and enhancing the quality of healthcare services are critical steps
in ensuring that health insurance continues to benefit the people of Nepal. It helps to
implement the procedures for connecting prisoners and detainees, low-income families,
and differently able individuals for easy and convenient health services. It's a great tool
that serves to fight against the financial protection of the citizens of Mepal.
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Investment Management of
Insurance Companies

7@ Laxmi Poudel st
Senior Manager, Nepal Reinsurance Company Limited $

Investment Management in insurance industry is crucial function for ensuring financial
stability and growth of insurance companies. Premium income collected by insurance
companies are invested to generate returns and cover their financial obligations.
Insurance companies allocate their available funds into various investment segments
such as equities, honds and debentures, mutual funds, fixed deposits, real states based on
their investment policies and risk tolerance capacity. Managing risk is the most essential
element in investment management. Insurance companies must balance the expected
investment returns with the obligations to maintain sufficient capital reserves to cover
claims. This can be achieved through diversification and risk assessment. Insurance
companies must carefully allocate their funds among shortterm and long-term investment
s0 as to match their short term and long-term obligations. Insurance companies specially
life insurance companies have a long-term investment so as to ensure they have necessary
funds to meet policyholder claims over extended periods. And this requires a disciplined
and strategic approach to investments. Insurance companies frequently invest in fixed
income securities like bonds and debentures as a safer investment option to generate
steady return. Various regulations issued by insurance regulatory body also dictate the
types of investments an insurance company can make and the level of risk they can take.
Also, insurance companies are obliged to maintain certain level of solvency ratio and
investment management plays crucial role in maintaining the solvency ratio of company.

Following are the key factors to be considered for ensuring the financial stability
and success of an insurance company's investment portfolio.

1. Risk Management: Insurance companies deal with various types of risks.
Effective investment management involves aligning investments with the
company's risk tolerance and the nature of its liabilities.

2. Asset Liability Management (ALM): Insurance companies need to match the
duration and nature of their assets with their liabilities. Proper ALM helps in
reducing interest rate and liquidity risk.

3. Regulatory Compliance: The insurance industry is heavily regulated.
Investment decisions need to comply with regulatory requirements, which
often include restrictions on the types and amount of investments.
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4. Diversification: Diversifying investments across different asset classes can
help spread risk. This includes investments in equities, fixed income, real
estate, and alternative investments.

5. Yield and Return: Insurance companies seek to generate returns on their
investments to cover liabilities and make a profit. Striking a balance between
vield and risk is critical.

6. Liquidity Management: Maintaining adequate liquidity to meet policyholder
claims is essential. Insurance companies must ensure they can access funds
when needed.

7. Cost Management: Minimizing investment management costs is crucial to
enhance returns. This includes minimizing transaction costs and management
fees.

8. Long-term Perspective: Insurance liabilities often have a long-term horizon.
Investment strategies should be designed with a long-term view to match
these liabilities.

9, Economic and Market Conditions: Keeping an eye on economic and market
conditions is crucial. This includes interest rate movements, economic trends,
and geopolitical factors that can impact investments.

10. Technology and Data Analysis: Using technology and data analytics can help
in making informed investment decisions. Predictive analytics can assist in
risk assessment.

Due to the scale of investments on an insurance company's balance sheet and the impact
of investment results on its profitability, the management of these investments is vital for
any insurance company.

Investment management is crucial for insurance companies for the following
reasons:

1. Asset Growth: Insurance companies collect premiums from policyholders,
and these funds need to be invested to generate returns. Effective investment
management helps insurers grow their assets over time.

2. Risk Mitigation: Insurance companies are exposed to various risks, including
market risk and interest rate risk. Skilled investment management can help
mitigate these risks by diversifying the investment portfolio and making
informed decisions.

3. Liability Matching: Insurance companies have long-term liabilities, such as
policy payouts. Investment management ensures that there are adequate
funds available when these liabilities become due.
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4. Regulatory Compliance: Many insurance regulators have strict investment
guidelines and capital requirements. Compliance with these regulations is
essential, and investment management helps ensure that the company meets
these standards.

5. Profitability; Effective investment strategies can lead to higher returns on
investments, contributing to the company's profitability. This can, in turn,
benefit policyholders and shareholders.

6. Competitive Advantage: Well-managed investments can provide an insurance
company with a competitive advantage, as they can offer more attractive
policies and potentially lower premiums.

7. Customer Confidence: When policyholders see that their insurance company
manages investments effectively, it can boost their confidence in the
company's financial stability.

Investment Management of Insurance companies in Nepalese Context
A. Regulatory Requirement

Nepal Insurance Authority have issued investment directive prescribing sectors
and threshold of investments for insurance companies. Companies cannot make the
investment beyond the limits and sectors prescribed by the regulator. Investment
directive also has specifically required insurance companies to prepare their
investment policy.

Investment directive has allowed for the investment in following sectors within
following limits:

i' Sector Threshold

1. | GOV and NRB Bond at least 20% of total investment |
(25% in case of life insurance |
company)

2. Fixed Deposit of “A" class bank and Nepal | at least 30% of total investment
Infrastructure Development Bank

3. | Fixed Deposit of “B" class bank and financial | maximum  10%  of  total |
institutions investment

4, Fixed Deposit of *C" class bank and financial | maximum 5% of total investment |

institutions .

5. Non-convertible Preference shares, bonds and | maximum  20%  of  total |

debentures of “A", “B" and “C" class bank and | investment (30% in case of life |

financial institutions insurance company ) |

6. | Bonds and Debentures of listed public company | maximum  20%  of  tofal |
investment
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7. | General shares of listed public company maximum  10%  of  total i

investment |

8. Investment Plans of Citizen Investment Trust | maximum 3% of total investment |
and Mutual Fund

Q. Real Estate Business Maximum 1024 of  total "

investment

10. | Agriculture production and distribution, cold | maximum  10%  of total
storage, tourism industry, hydropower, solar | investment

and renewal energy projects, cable car, road,
transmission ling, education and health sectors
11. | Shares of investment company maximum 5% of total investment |
Also, directive has allowed for investment in following subsidiary companies:

1. Public limited company licensed from SEBON,
2. Agriculture production and distribution,

3. Cold storage,
4

Hydropower, solarand renewal energy projects, electricity transmission
line,

5. Education and health sectors,
6. Investment company.

From above threshold prescribed by Nepal Insurance Authority, it is observed that
at least 50 percent (55% in case of life insurance company) of total investment
should be made on Bond issued by Government or NRB and fixed deposit of "A" class
bank or Nepal Infrastructure Development Bank which indicates at least half of the
investment portfolio of any insurance company shall comprise of less risky and
steady return investment.

B. Investment portfolio of insurance company

Majority of investment of Insurance companies in Nepal is on Fixed deposit of "A" class
banks. Investment of insurance companies in Mepal is subject to strict monitoring
of regulator and has limited sectors for investment. Current investment portfolio of
insurance companies of Nepal is as follows;

Rs. in lakhs
i (1]
8. it inc Non-Life e ame ;i;. of total
N Sector e Insur- e Total invest-
: ance ment
. {E-;(E:]tl and NRB1 50,401 2,203 3.000| 44.644|  0.7%
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Sector

Life In-
surance

MNon-Life
Insur-
ance

Reinsur-
ance

Total

%o of total
invest-
ment

Fixed Deposit of
“A" class bank and
Nepal Infrastructure
Development Bank

3,913,422

412,658

235,961

4,562,041

69.4%,

Fixed Deposit  of
“B" class bank and
financial institutions

402,530

51,649

20,783

474,962

T7.2%

Fixed Deposit of
“C" class bank and
financial institutions

63,324

10,100

73,424

1.1%

Mon-convertible
Preference  shares,
bonds and deben-
tures of “A", “B" and
“C" class bank and
financial institutions

411,348

26,700

25,152

463,199

7.1%

Bonds and Deben-
tures of listed public
company

219177

10,488

229,663

3.5%

General  shares  of
listed public com-
pany

114,778

28,797

6,142

149,717

2.3%

Investment Plans of
Citizen Investment
Trust and Mutual Fund

16,576

3,698

409

22,684

0.3%

Real Estate Business

0%

Agriculture  produc-
tion and distribution,
cold storage, tourism
industry, hydropow-
er, solar and renewal
energy projects, cable
car, road, transmis-
sion line, education
and health sectors

65,904

4,147

70051

1.1%

11

Shares of investment
company

3.115

3.115

0.05%

Other

431,842

36,140

8,314

476,302

7.2%

5,081,458

588,580

299,762

6,569,805
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Saurce! 4th guarter (FY 207980} Investment Statement of Insurers published on Nepal Insurance Authority website

From above table, it is evident that majority of current investment is on Fixed Deposit.
Almost 78 percent of total investment of insurance companies is accumulated on
Fixed Deposit of Banks and Financial Institutions. Fixed Deposit are considered to
be safest investment option with fixed return. It is ohserved that almost 85 percent
of investable funds of insurance industry is with Banks and Financial Institutions; 78
percent on FD and percent on Bonds and Debenture.

Even though regulator has allowed for investment in real estate sector up to 10
percent of total investment, insurance industry has zero investment. Likewise, there
is negligible amount of investment in shares of investment companies and in mutual
funds schemes.

Also, regulator has allowed for investment in bonds and debentures of listed Public
Limited Company up to 20 percent and in general shares of listed Public Company up
to 10 percent. However, insurance industry has only exposure of 3.5 percent in bonds
and debenture and 2.3 percent in general shares of listed public company.

Insurance companies seems to have accumulated their investment on safer options
with low risk. As low risk comes with lower return, companies need to increase their
capability to weigh risk-return benefits and diversify their portfolio to increase their
return from investment. Insurance company still have tremendous opportunity to
positively impact their overall profitahility by efficiently diversifying their investment
portfolio for higher investment returns.
Conclusion
[n summary, investment management is pivotal in the insurance industry as it impacts
the financial health of the company, its ability to meet its obligations to policyholders,
and its overall competitiveness in the market. It requires a careful balance of risk and
return to ensure sustainable growth and stability. Effective investment management can
maximize profitability of insurance company without compromising its financial stability.
Nepalese insurance industry is still adapting traditional method of investment where huge
chunk of investment is accumulated on banking sectors. Insurance companies are not yet
able to materialize the investment opportunities allowed by the regulator. Tremendous
opportunity is still awaiting in real estate sector, agriculture sector, hydro sector and on
listed public companies of Nepal. Insurance companies in Nepal needs to develop their
resources and technical capabilities to be able to appropriately diversify their investment
portfolio, Diversification of investment portfolio can ensure maximum return by balancing
risk and return so that insurance company in Nepal will be able to increase their overall
profitability and increase their return to shareholder and policyholder.
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Revolutionizing Agri-Insurance:
Unlocking Exceptional Profit Potential

= Sudip Poudel

United Ajod Insurance Limited. Act. Agriculture Department Head 7 q

Introduction

Agriculture is the mainstay of the Nepalese economy where majority of the
population is engaged in this sector for their livelihood(Subedi & Dhakal, 2018).
Crops and Livestock holds 65% of its population and plays a pivotal role in the
country's economy, contributing approximately 27% of its GDP(MOALD, 2020).
However, Nepal's diverse geography, consisting mainly of hilly and mountainous
terrain, presents challenges for farming. The agricultural sector is exposed to
various risks, including natural disasters, pests, and diseases, which can result in
significant losses for farmers and impact the overall economy.

T~

1
Agricultural insurance is a critical pillar of Nepal's economic stability, providing a
way to mitigate the risks involved with farming while also assuring food security,
stability, and sustainability. The government has launched a number of measures
to promote crop and animal insurance, with the goal of expanding coverage for
farmers. Despite these efforts, farmer insurance uptake remains low due to issues
such as low awareness, distrust in insurance providers, and high premium rates
relative to farmers' earnings. However, there is a hope that, with further efforts
to raise awareness and make insurance more reasonable and accessible, more
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farmers would embrace insurance to protect their crops and cattle.

Globally, crop and livestock insurance plays a vital role in managing risks within
agricultural production systems. While over 100 countries offer such insurance
schemes, the adoption rates vary widely among regions and farmer categories.
High-income countries typically have well-established crop insurance markets,
while middle- and low-income nations lag behind. With more than 70 agriculture
insurance programs in operation worldwide, the international experience with
crop insurance is extensive,(World Bank, 2009)
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- Agriculture and Livestock Insurance report 2077(NIA)

Agriculture insurance has just touched the 10 years marks starting from January 14, 2013,
Looking at the agriculture insurance figure, it is increasing in increasing rate year by year,
be it total number of policies or total premium collected{Insurance Authority, 2021). The
approach to overall non-life insurance has increased drastically in the last 10 years, so we
cannot deny the fact that the agriculture insurance has played the vital role to increase
the awareness among people about the insurance, even to marginalized people.

Looking at this 10 years figure, agriculture insurance has not achieved the top level like
other insurance policies; thus, it is still in the work-in-progress stage, but the policy
makers from Nepal Insurance Authority and Ministry of Agriculture and Livestock
Insurance(MOALD) are keeping agriculture insurance in top priority and publishing new
policies in regular interval as well as updating old policies having drawbacks which makes
bath farmers and insurance company easier to collaborate, Agriculture insurance is still a
work in progress because less than 10% of the total livestock population is insured in the
animal sector and even less in the crops sector, despite the fact that crop GDP contribution
is nearly 80% and livestock GDP contribution is around 20% including fish. These are
the minor issues but with the pace, Government sector is prioritizing on Agriculture
insurance, the next ten years scenario will be completely different. Presently, there is a
clause for every insurer given by Insurance Authority to sell at least of 5% agriculture
insurance policy in one fiscal year but this will also be removed in upcoming days as
every insurance company are moving towards agri-insurance because they are gradually
becoming familiar towards the process.

Major drawbacks for decreasing profit potentials

Analyzing the 10-year trend, several notable challenges have prevented the agriculture
insurance sector from achieving profitability. Agriculture insurance has the potential to
become a highly lucrative portfolio if we can effectively address the following key issues:

1. Imbalanced Loss and Moral Hazard Ratios: The agriculture sector
exhibits a low loss ratio, which contrasts with a concerning high moral hazard
ratio. To rectify this, it's imperative to implement sophisticated risk management
strategies and encourage prudent farming practices. Moreover, dynamic pricing
models that account for behavioral risks can be explored.

2 Staffing Challenges and Insufficient Training: A pervasive issue in the
industry is the presence of unskilled personnel and lack of training opportunities.
Elevating the professionalism of the workforce is paramount. Regular training
programs and professional development initiatives must be established to ensure
that staffs are well-equipped to assess risks, underwrite policies, and handle
claims proficiently.
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% Inadequate Crop Insurance Coverage: The current offering of crop
insurance often falls short of farmers' needs. Expanding the range of insurance
products to comprehensively cover various agricultural risks is vital. Additionally,
offering customizable policies can make insurance solutions more appealing and
tailored to individual farm operations.

4, Limited Access for Small Farmers: Accessibility remains a significant
barrier for small-scale farmers due to affordability and awareness issues. The
industry must prioritize inclusive strategies, such as microinsurance schemes and
governmental support, to extend coverage to this vital demographic.

B, Policy and Directive Instability: Frequent changes in policies and
directives contribute to uncertainty and hinder industry growth. Creating a stable
regulatory environment is essential for the long-term success of agriculture
insurance. Establishing clear and consistent policies, along with active stakeholder
consultation, can minimize policy volatility.

6. Complex Administrative Processes: The complexity of paperwork
during insurance enrollment and claims processing is a deterrent for farmers.
Modernizing administrative procedures through technology-driven solutions,
such as mobile applications or online platforms, can simplify the process, reduce
errors, and enhance the overall user experience.

7: High Managerial expenses: Addressing these challenges demands
a collaborative effort between insurance companies, government entities,
agricultural organizations, and other stakeholders. By effectively tackling these
issues, the agriculture insurance sector can evolve into a profitable and sustainable
portfolio, offering crucial financial security to farmers while providing insurers
with a lucrative and professionally managed business opportunity.

Way forward for Increasing Profit Potential in Agri-Insurance

Increasing the profit potential in
agricultural insurance is crucial for
both insurers and farmers which
will directly help in strengthening
Nepalese economy and decrease
liquidity crisis after Covid-19
pandemic. Here's a detailed look at
the steps mentioned:

1. Fusion of Insurance and
Information Technology: Embracing
technology can significantly
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improve efficiency in agriculture insurance. Implementing digital platforms for
underwriting, claims processing, and data analytics can reduce operational costs
and enhance risk assessment. This will help in taking real time tracking during
insurance procedure and claim settlement which will play big role in controlling
moral hazard.

2. Frequent Training: Continuously educating and training insurance staff
is essential. This ensures that they are up-to-date with the latest agricultural
practices, risk assessment methods, and policy management tools, which can
improve the quality of service and reduce errors.

3. Balance Portfolio Division Inside Agriculture Insurance: Diversify the
portfolio within agricultural insurance to spread risks. Consider offering different
types of policies, including crop insurance, livestock insurance, and weather-
related insurance, to create a balanced and diversified risk pool.

4. Simplifying Insurance Procedures: Simplify administrative procedures
for farmers. Reducing paperwork and bureaucracy can make it easier for farmers
to enroll in insurance programs and file claims. User-friendly digital interfaces can
be particularly beneficial in this regard.

5. CollaborationswithOtherAgriculturalRiskManagementOrganizations:
Partner with agricultural organizations, research institutions, and NGOs involved
in agricultural risk management. Collaboration can lead to better risk assessment,
data sharing, and improved outreach to farmers.

6. Strong, Simpler, and Stable Directives and Policies: Advocate for stable
and consistent regulatory directives and policies. Frequent changes in regulations
canlead touncertainty and operational challenges. A stable regulatory environment
fosters confidence among insurers and farmers.

3 Awareness Among Farmers About the Importance of Insurance: Educate
farmers about the benefits of insurance and the protection it provides against crop
failure, natural disasters, and other risks. Awareness campaigns can help dispel
misconceptions and encourage more farmers to participate.

8. Rural Farmer Outreach by Insurers: Extend your reach to rural and
remote areas where many small-scale farmers are located. Establish local offices
or partnerships with rural banks and agricultural cooperatives to make insurance
more accessible to these underserved populations.

Therate foragricultureinsurance ranges from 1.25 to 9 percent. Since the majority
of paolicies have premium rates of 5% which is higher than the other insurance
portfolio(Insurance Authority, 2022), we can readily draw the conclusion that
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there is greater risk associated with Nepali agriculture commodities. Till now,
agriculture insurance has been bit tough to handle for all major stakeholders.
For government sector; frequent change in policy and timely allocation of
subsidy, for insurance company, high managerial cost, high moral hazards and
delay in payment of subsidized premium amount from government, for farmers,
tough to understand this insurance cycle from insuring to claim procedure. But
the 10 years data shows that there is some profit for the company and farmers
which has also been well benefited from the insurance and can be improved
more if all the problems are addressed. By implementing these strategies, the
agriculture insurance sector can become more profitable while fulfilling its
mission of providing crucial financial protection to farmers. It's essential for
insurers, governments, and agricultural organizations to work collaboratively to
achieve these objectives and ensure the long-term sustainability of agricultural
insurance programs.
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Problems of Insurance
Business in Nepal

7. Pranoy Shrestha
Program Co-ordinator, Uniglobe College

The insurance industry in Nepal is still in its early stages of development. There are 14 life
insurance companies, 14 non-life insurance companies, 2 re-insurance companies and 4
microinsurance companies operating in Nepal. The key segments in the Nepal insurance
market are life insurance and general insurance. The general insurance segment
dominates the market. The insurance market in Nepal is relatively small compared to mare
developed economies. However, it has been growing steadily over the years. The industry
is regulated by the Nepal Insurance Authority, which oversees insurance companies,
brokers, and agents. The insurance market in Nepal offers a range of insurance products,
including life insurance, non-life insurance, and microinsurance. Some common types of
insurance policies include health insurance, motor insurance, property insurance, and
travel insurance. According to Nepal Insurance Authority, the number of branch offices
of all insurance companies operating in Nepal has reached 2801. In the previous fiscal
year, the total number of branches was 3,366, Similarly, the number of employees directly
employed in the insurance business has reached 11,496 from 12,031 of the previous year.
The industry has a number of obstacles despite its growing potential, including insurance
penetration, low public awareness and small range of available products. However, the
industry is anticipated to grow in the upcoming years due to the government's push to
broaden insurance coverage.

The insurance market in Nepal is relatively small. The insurance penetration rate in Nepal
is one of the lowest in the world. This means that only a small fraction of the population in
Nepal is insured, leaving them vulnerable to financial losses in the event of an unforeseen
event, There are a number of factors that contribute to the small size of the insurance
market in Mepal. One factor is the low level of economic development in the country. Many
people in Nepal are living in poverty and cannot afford to purchase insurance. Another
factor is the lack of awareness and understanding of insurance. Many people in Nepal do
not understand the benefits of insurance or how it can help them protect their finances.
The small size of the insurance market in Nepal has a number of negative consequences.
It leaves people vulnerable to financial losses in the event of an unforeseen event, such as
an accident, illness, or natural disaster. This can have a devastating impact on their lives,
especially for low-income households. The small size of the insurance market also slows
down economic growth. Insurance helps to protect businesses from financial losses,
which can encourage them to invest and grow.
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Lack of proper consciousness on people towards insurance in Nepal is a major challenge
faced by the insurance industry in Nepal. Insurance business in Nepal has grown by about
2.87 percent in the last fiscal year 2079 /80, which is quite satisfactory. However, a sizable
section of the populace still lacks insurance, making them susceptible to monetary shocks
brought on by illnesses mishaps or natural catastrophes. This means that only a small
fraction of the population in Mepal is insured, leaving them vulnerable to financial losses
in the event of an unforeseen event. There are a number of factors that contribute to
the lack of insurance awareness in Nepal. One factor is the low level of financial literacy
in the country. Many people in Nepal are not fully aware of the benefits of insurance or
how it can help them protect their finances, Another factor is the cultural perception of
insurance. Some people in Nepal view insurance as a taboo or a sign of weakness. They
believe that if they purchase insurance, it means that they are expecting something bad to
happen. The lack of insurance awareness in Nepal has a number of negative consequences.
It leaves people vulnerable to financial losses in the event of an unforeseen event, such as
an accident, illness, or natural disaster. This can have a devastating impact on their lives,
especially for low-income households. The lack of insurance awareness also slows down
economic growth. Insurance helps to protect businesses from financial losses, which can
encourage them to invest and grow.

Lack of skillful and competent officials in Nepalese insurance companies is another
challenge faced by the insurance industry in the country. This can lead to a number of
problems, including poor customer service, delays in claims processing, increased risk
of fraud, etc. Unskilled and incompetent officials may not be able to provide customers
with the level of service they expect. This can lead to customer dissatisfaction and
frustration. Unskilled and incompetent officials may not have a good understanding
of insurance products and services. This can lead to them providing customers with
misinformation or mis selling products to them. Unskilled and incompetent officials
may not be able to process claims efficiently and effectively. This can lead to delay in
customers receiving their money, which can have a significant financial impact on them.
Unskilled and incompetent officials may be more susceptible to fraud. This can put the
insurance company at risk of financial losses. A number of factors contribute to the lack of
skilled and competent officials in Nepalese insurance companies. One factor is the lack of
trained professionals in the insurance industry. There are few universities and colleges in
Nepal that offer insurance programs. As a result, there is a shortage of qualified graduates
to enter the insurance industry. Another factor is low salaries and benefits offered by
insurance companies in Nepal. This makes it difficult for insurance companies to attract
and retain top talent. The lack of skilled and competent officials in Nepalese insurance
companies has a number of negative consequences. It can lead to poor customer service,
misinformation and mis selling, delays in claims processing, and increased risk of fraud.
These problems can damage the reputation of the insurance industry and discourage
people from purchasing insurance,

The regulatory environment in Nepal can be complex, and insurance companies must
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comply with various rules and regulations set by Nepal Insurance Authority. Meeting these
requirements can be challenging, especially for smaller insurance companies. Accurate
risk assessment and pricing are essential in the insurance business. In Nepal, there have
been concerns about the quality of data available for risk assessment and the adequacy of
premium pricing, which can impact the long-term sustainability of insurance companies.
MNepal is prone to natural disasters such as earthquakes, floods, and landslides. Insuring
against these risks can be challenging, and there may be issues related to coverage,
claims, and reinsurance. Lack of training about insurance business in Nepal is a significant
challenge faced by the insurance industry in the country. This is due to a number of
factors. There is a shortage of qualified trainers in the Nepalese insurance industry. This
is because there are few universities and colleges in Nepal that offer insurance programs.
As a result, there are few people who have the expertise and experience to train others
in the insurance business, The cost of training in the insurance business can be high. This
can make it difficult for insurance companies to afford to train their employees. Some
insurance companies in Nepal do not fully understand the importance of training. They
believe that they can save money by not investing in training. However, this can lead to
a number of problems, such as poor customer service, misinformation and mis selling,
and delays in claims processing. Employees who are not properly trained may not have a
good understanding of insurance products and services. This can lead to them providing
customers with misinformation or mis selling products to them. Employees who are not
properly trained may not be able to provide customers with the level of service they
expect. This can lead to customer dissatisfaction and frustration.

Insurance education is not compulsory in Nepal. This is one of the reasons why there is a
lack of awareness and understanding of insurance among the Nepalese population. There
are a few reasons why insurance education is not compulsory in Nepal. One reason is that
the insurance industry in Nepal is still in its early stages of development. The government
has not yet prioritized insurance education, as it is focused on other areas such as basic
education and healthcare. Another reason is that there is a lack of qualified insurance
educators in Nepal. There are few universities and colleges in Nepal that offer insurance
programs. As a result, there are few people who have the expertise and experience to
teach insurance courses. The lack of compulsory insurance education in Nepal has a
number of negative consequences. It leaves people vulnerable to financial losses in the
event of an unforeseen event, such as an accident, illness, or natural disaster. [t also slows
down economic growth, as insurance helps to protect businesses from financial losses,
which can encourage them to invest and grow.

Despite the challenges, the insurance industry in Nepal is growing. The government is
taking steps to promote insurance awareness and to make insurance more accessible
to the public. Insurance companies are also developing new and innovative products to
meet the needs of the Nepalese people.
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Application of IT in insurance industry

@ Shyam Gopal Timsina

Lecturer

In an era characterized by rapid technological advances, the insurance industry is
undergoing a profound transformation, largely driven by information technology (IT).
After the days of laborious paperwork and manual processes, today IT is the cornerstone
of the modern insurance environment. Rather than merely adding value to the insurance
sector, technology itself supports its growth and development. Information technology has
a huge impact on the insurance industry and the unthinkable has now become possible.

Looking back in history, insurance was introduced in the 17th century in London,
since then the insurance industry has evolved with us. The earlier days were all about
selling policies to target audiences and handling their complaints, which involved a lot
of manual work from requesting a claim to accepting a claim. The insurance sector has
faced several challenges such as slow and inefficient processes for handling paperwork,
unprotected insurer information and an outdated business processing system. With
the rapid advancement of technology, the industry has become adaptable to the latest
technological innovations, resulting in improved business processes, productivity and
growth. Information Technology can be used in following areas in insurance industry.

Policy management and underwriting

One of the primary functions of insurance companies is the administration of insurance
contracts and underwriting. Traditionally, this process involved manual risk assessment,
underwriting, premium calculation and policyholder management. However, IT
integration has made these processes more efficient and effective and more accurate.

# Issuance of insurance policies: IT systems allow insurance companies to
create insurance policies electronically, thereby reducing administration
and related administrative costs. Issuing a policy is faster and more
convenient for both insurers and policyholders.

# Risk assessment: Insurers use data analytics and predictive modeling to
more accurately assess risk. By analyzing historical data, market trends
and other variables, they can determine appropriate premiums and
coverage levels. For example, car insurance companies use telematics data
collected from wvehicles to assess driver behavior and adjust premiums
accordingly.
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# Underwriting automation: IT systems facilitate underwriting automation
where pre-defined rules and algorithms are used to evaluate policy
applications. This automation speeds up the underwriting process,
reduces errors and ensures consistent decision making.

# Customer data integration: IT systems enable insurers to consolidate
customer data and access it from multiple sources, providing a holistic
view of the policyholder. This helps in better risk assessment and

personalized policy offers.

Claims processing and management

Claims processing is a key function in the insurance industry. It includes the assessment,
validation and settlement of claims made by policyholders. IT has greatly improved the
efficiency and accuracy of this process.

*  Automated claims receipt: Many insurance companies offer online claims
reporting where policyholders can file claims through web portals or mobile
apps. This not only speeds up the process, but also reduces the need for
manual data entry.

* Claim assessment: IT systems, including data analysis and artificial
intelligence (Al), are used to assess the validity of claims. Algorithms can
identify patterns indicating potential fraud or inconsistencies in claims.

= Document management: IT solutions allow insurers to effectively digitize
and manage documents related to insurance events. Optical Character
Recognition (OCR) technology is used to extract information from scanned
documents, facilitating claims processing.

* Fraud detection: Data analytics and artificial intelligence are used to detect
fraudulent claims. Suspicious claims can be flagged for further investigation,
reducing the financial impact of insurance fraud.

»  Settlement automation: IT systems can automate claims settlement
processes, including transfers of funds to policyholders. This speeds up the
payment process and increases customer satisfaction.

Customer Relationship Management (CRM)

Effective customer relationship management is vital for insurance companies to retain
policyholders and attract new ones. IT systems have revolutionized the way insurers
communicate with their customers.

= CRM Software: CEM software helps insurers track and manage customer
interactions. It provides a unified view of customer information, including
policy details, communication history and preferences. This enables
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personalized service and targeted marketing efforts.

= Self-service portals: Insurance companies offer policyholders self-service
portals that allow them to access policy information, make changes and
report claims online. These portals increase customer convenience and
engagement while reducing the need for direct customer support.

= Mobile Apps: Many insurance companies provide mobile apps that allow
policyholders to manage policies, pay premiums and file claims using
their smartphones. Mobile apps improve accessibility and provide another
channel for customer engagement.

* Chatbots and virtual assistants: Chatbots and virtual assistants using
artificial intelligence offer 24/7 customer support. They can answer
guestions, conduct policyholder processes and assist with common
inquiries, improving customer service efficiency.

= E-mailand communicationtools: IT systems facilitate e-mail communication
with policyholders. Insurers can send policy updates, renewal reminders
and marketing materials electronically, reducing costs associated with
physical mail.

Data analysis and predictive modeling

The insurance industry generates and manages vast amounts of data that can be leveraged
through IT for data analytics and predictive modeling. These tools enable insurers to
make informed decisions, improve risk assessments and optimize operations.

# Risk assessment: Data analysis and predictive modeling are used to more
accurately assess risk. By analyzing historical data, insurers can identify
risk factors and trends, helping them set appropriate premiums and
coverage levels.

# Pricing optimization: Insurers can use data analytics to optimize pricing
strategies. They can adjust premiums based on factors such as customer
behavior, location and market conditions to improve competitiveness.

# Claim prediction: Predictive modeling can predict potential claims by
analyzing various factors such as customer profiles and historical data.
This helps insurers more efficiently allocate resources and plan for future
liabilities.

# Fraud detection: Data analytics and artificial intelligence can identify
anomalies and patterns indicative of fraud. By analyzing claims data,
insurers can detect fraudulent activities early and take preventive
measures.

# Market analysis: IT systems help insurers analyze market trends and
competitor performance. This information is valuable for strategic
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planning and product development.

Digital platforms and online services

Digitization of insurance services has changed how insurers interact with policy makers
and conduct business. Online platforms and services have become an integral part of the
industry.

= Online policy quotes and applications: Insurance companies offer online
tools for customers to get quotes, compare policies and apply for payments.
This eases the purchasing process and expands the customer base.

= Premium Payment: The IT system allows policyholders to make premium
payments online, reducing reliance on physical checks and postal services.
Payment gateways provide secure transactions.

=  Policy Updates: Automatic renewal reminders and an online renewal
process make it easy for policyholders to stay current. Insurers can also
adjust premiums based on customer data.

*  Customer onboarding: A digital platform that streamlines the onboarding
process for new policymakers. Customers can submit required documents
online and IT systems can review and process data more efficiently.

=  Data Security: Since digital platforms handle sensitive customer data, IT
security measures such as encryption and access control are important to
protect data from cyber threats.

Telematics and IoT

The Internet of Things (loT) and telematics are having a significant impact on the
insurance industry, especially auto insurance. Telematics devices and sensors collect
data from vehicles, allowing insurers to offer usage-based insurance and assess driver
behavior.

= Usage-based insurance (UBI): Telematics data, including driving speed,
acceleration, braking and distance, are used to calculate insurance premiums.
Safe driving behavior is rewarded with lower rates, while risky behavior can
result in higher premiums.

*» Risk assessment: Telematics data provides insurers with real-time
information on driver behavior and vehicle use. This information enables
more accurate risk assessment and premium adjustments.

=  Disaster reconstruction: Telematics data can be used for disaster
reconstruction and fault diagnosis. This helps in claim processing and
liability assessment.
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Blockchain technology

Blockchain technology is increasingly finding applications in the insurance industry,
offering transparency, security and efficiency in various processes.

=  Smart contracts: Smart contracts on the blockchain platform can automate
claim processing and settlement. When pre-defined conditions are met,
the contract is executed independently, reducing the need for manual
intervention.

=  Policy Verification: Blockchain can be a secure and immutable record for
policy verification. Insurers, policymakers and regulators can access policy
information in real time, reducing disputes and fraud.

* Fraud Prevention: Blockchain's transparency and immutability make
it difficult for bad actors to manipulate data or make false claims. This
strengthens fraud prevention efforts.

Artificial Intelligence and Machine Learning

Artificial intelligence [Al) and machine learning [ML] have found a variety of applications
in the insurance industry, from customer service to fraud detection.

= (Chat: Al-Powered chat provides instant answers to customer guestions and
can help with reporting claims, policy research and troubleshooting. They
improve the efficiency of customer service.

=  Powerful analytics: Al and ML algorithms are used for predictive modeling,
risk assessment and demand forecasting. These tools can identify trends,
anomalies, and potential problems early.

*  Fraud detection: Al and ML algorithms can detect patterns that indicate
fraudulent activity. By analyzing large databases, insurance companies can
identify suspicious behavior and take preventive measures.

»  Claims automation: Al can automate the claims assessment process and
analyze claim documents, images and data to make quick and accurate
decisions.

Cloud computing and data storage

Cloud computing has become a key technology for insurers, offering scalable and cost-
effective solutions for data storage, processing and application deployment.

=  Data storage: Cloud storage solutions allow insurance companies to store
and access large amounts of data securely. This is especially important when
data volumes increase.

»  Scalability: Cloud platforms allow insurers to scale up or down their IT
infrastructure on demand. It is very important to address changes in data
processing requirements.
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= Disaster Recovery: Cloud-based disaster recovery solutions ensure rapid
recovery of critical data and systems in the event of a disaster.

Regulations

The insurance industry is subject to various regulations and reporting requirements. IT
systems play an important role in ensuring compliance with these regulations.

=  Automatic Reporting: IT systems can automate the regulatory reporting
process, reducing the time and effort required to prepare and submit
compliance reports.

*  Data Audit: Insurers use IT solutions to maintain audit records and
ensure data integrity. This is necessary to demonstrate compliance and
accountability.

s Privacy compliance: |IT systems help insurers comply with privacy
regulations by implementing measures such as encryption, access control
and data masking.

Real-time customer support

IT provides real-time customer support through a variety of channels, including chat,
email and phone.

= T enables insurers to provide 24-hour customer support through chatbots
and virtual assistants.
= Real-time support helps customers resolve issues quickly, resulting in
increased overall satisfaction.
In conclusion, information technology has transformed the insurance industry in many
ways, from policy management and claims processing to customer engagement, data
analytics and compliance. IT has increased operational efficiency, accuracy and customer
service while enabling insurers to respond to emerging risks.
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Nepal: A Country Prone to Catastrophic Events
and the Importance of COPE Information

. Bishaldeep Adhikari
Act. CEQ, Federal Reinsurance Broker Ltd. © -

Nepal is a landlocked country in South Asia, located between India and China. It is a
mountainous country, with the Himalayas running through its northern border. This
makes Nepal one of the most beautiful countries in the world, with stunning mountain
ranges, lush green forests, and crystal-clear rivers. A land of breathtaking beauty, a nature
laver's paradise.

But, Nepal is also a country that is prone to catastrophic events. Earthquakes, floods,
landslides, and avalanches are all common occurrences in this mountainous country.

Historical losses due to catastrophic events in Nepal

Nepal has a long history of catastrophic events. In 1934, an earthquake of magnitude
8.0 struck Nepal and Bihar, India, killing over 10,000 people. In 1988, an earthquake of
magnitude 6.9 struck eastern Nepal, killing over 1,500 people. In 2015, a magnitude 7.8
earthquake struck Nepal, killing over 9,000 people and injuring over 22,000 people.

In addition to earthquakes, Nepal is also prone to floods and landslides. In 2017, a series
of floods and landslides triggered by heavy monsoon rains killed over 150 people and
displaced over 500,000 people.

Catastrophic events can have a significant impact on the Nepalese economy. The 2015
earthquake, for example, caused an estimated $10 billion damage to the Nepalese
economy. This is equivalent to about 30% of Mepal's GDE

Catastrophicevents can alsolead to job losses and poverty. The 2017 floods and landslides,
for example, displaced over 500,000 people. Many of these people lost their homes and
livelihoods.

The importance of COPE information

COPE information is a valuable tool for the insurance industry to prevent and protect
itself from catastrophic losses. COPE stands for Construction, Occupancy, Protection, and
Exposure. It is a set of data elements that are used to assess the vulnerability of a property
to damage from a catastrophic event. The information under each of these set of data
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includes the following:

I tnnsrru{:ﬁuu {C} | Occupancy (ﬂ] H Protection (P} Exposure (E) |
e Typeof ¢ Use of the building e Location of the
construction (e.g., residential, e 'lype of fire property (e.g.,
(e.g., wood commercial, alarm system flood zone,
frame, brick, industrial) e Typeof earthquake
concrete) e Type of business security zone, wildfire
e Age of the or activity that system zone)
building takes place in the » Type of ¢ Surrounding
e  Quality of building sprinkler properties
construction  ®  Number of people system (e.g., other
» Materials used who occupy the *  Proximity businesses,
in construction building to a fire residential areas,
* Any recent * Any hazardous hydrant natural hazards)
renovations materials or e  Proximity
activities that to a fire
take place in the department
building

By understanding the risks and vulnerabilities of a particular area, insurance companies
can develop products and services that help people and businesses recover from
catastrophic events. COPE information can be used to:

* Identify high-risk areas: COPE information can be used to identify areas that are
at high risk of catastrophic events. This information can then be used to develop
targeted risk management strategies for those areas.

= Develop accurate pricing models: COPE information can be used to develop
more accurate pricing models for insurance policies. This can help to ensure that
premiums are fair and that customers are not overpaying for coverage.

+ Develop new insurance products: COPE information can be used to develop new
insurance products that meet the needs of customers in high-risk areas. For
example, underwriters could develop flood insurance products for homeowners
in flood-prone areas,

The role of underwriters and salespersons in capturing proper COPE information

Underwriters and salespersons play a vital role in capturing proper COPE information
because they are the point of contact with the insured and are responsible for collecting
accurate information about the property being insured. COPE information is essential for
insurance companies to assess the risk of a property and to set premiums that are fair
and adequate.
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Underwriters and salespersons should be trained on how to collect COPE information
accurately and completely. This training should cover the following topics:

= What is COPE information?

+  Why is COPE information important?

+ How to collect COPE information accurately and completely?
« How to use COPE information to assess the risk of a property?

They should also be aware of the latest COPE data collection and analysis tools and
resources. These tools and resources can help underwriters and salespersons to collect
and analyze COPE information more efficiently and effectively.

Here are some specific examples of how underwriters and salespersons can collect
COPE information:

¢ Construction: Underwriters and salespersons can collect information about the
construction of a property by asking the insured questions about the materials
used to build the property, the age of the property, and any recent renovations.

s Occupancy: Underwriters and salespersons can collect information about
the occupancy of a property by asking the insured questions about the type of
business or activity that takes place in the property.

= Protection: Underwriters and salespersons can collect information about the
protection features of a property by asking the insured questions about the fire
alarm system, the security system, and the sprinkler system.

* Exposure: Underwriters and salespersons can collect information about the
exposure of a property by asking the insured guestions about the location of the
property and the surrounding area.

Once underwriters and salespersons have collected COPE information, they can use it to
assess the risk of a property and to set premiums that are fair and adequate. Underwriters
can also use COPE information to develop new insurance products and services that meet
the needs of customers in high-risk areas. By collecting and using COPE information,
underwriters and salespersons can help insurance companies to reduce their losses and
to provide better coverage to customers.

Benefits to insurance companies of using COPE information
There are a number of benefits to using COPE information, including:

+ Reduced loss ratio: By using COPE information to select the best risks to insure and
to set premiums that are adequate to cover the cost of expected losses, insurance
companies can reduce their loss ratio.

+ Better customer service: By using COPE information to better understand the
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needs of their customers, underwriters can provide better customer service.
For example, underwriters can use COPE information to identify customers who
are at high risk of catastrophic losses and to offer them additional support and
resgources,

« More attractive to global reinsurers: By using COPE information to select the best
risks to insure and to set premiums that are adequate to cover the cost of expected
losses, Nepali insurance companies can make themselves more attractive to global
reinsurers. This can lead to lower reinsurance costs and more capacity for Nepali
insurance companies to grow their business.

Challenges in collecting and using COPE information in Nepal
There are a number of challenges in collecting and using COPE information in Nepal.

One challenge is that there is a lack of awareness of the importance of COPE information
among underwriters, salespersons, and the insured.

Another challenge is that there is a lack of training programs for underwriters and
salespersons on how to collect COPE information accurately and completely.

Also, there is a lack of investment in data collection and analysis tools and resources.
This makes it difficult for underwriters and salespersons to collect and analyze COPE
information effectively.

Finally, underwriters and salespersons may feel pressured to ignore COPE information
and focus more on getting the business in order to meet sales targets and keep their jobs.
This can lead to inaccurate and incomplete COPE information being collected, which can
increase the risk of losses for insurance companies and make it more difficult for them to
pay claims in the event of a catastrophic event.

It is important for insurance companies to create a culture where underwriters and
salespersons feel comfortable collecting and using COPE information to assess risk
accurately and set premiums accordingly. This can be done by providing training on the
importance of COPE information, giving underwriters and salespersons the time and
resources they need to collect and analyze COPE information accurately, and setting
realistic sales targets.

It is also important for insurance regulators to play a role in ensuring that insurance
companies are collecting and using COPE information accurately and responsibly.
Regulators can do this by requiring insurance companies to disclose their COPE collection
and analysis practices, and by conducting audits to ensure that insurance companies are
complying with regulations.

By addressing the challenges to collecting and using COPE information in Nepal, insurance
companies and regulators can help to reduce the risk of losses from catastrophic events
and protect the interests of consumers.
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The use of COPE information in Nepal

The Nepal Insurance Authority (NIA) has already integrated the use of Occupancy
information into the tariff rate of property insurance for major risks. This has helped
to improve the accuracy of pricing models and to ensure that premiums are fair to both
customers and insurance companies.

Now, it is important to integrate the use of Construction, Protection, and Exposure
information into the tariff rate of property insurance as well. This will help to further
improve the accuracy of pricing models and to reduce the loss ratio of Nepali insurance
companies.

Some of the ways that the Nepal Insurance Authority (NIA) can integrate the use of
Construction, Protection, and Exposure (COPE) information into the tariff rate of property
insurance for major risks:

+ Conduct a study to assess the impact of COPE information on risk and pricing: The
NIA could conduct a study to assess the impact of COPE information on risk and
pricing for major risks in Nepal. This study could be conducted in collaboration
with insurance companies, reinsurers, and other stakeholders. The findings of the
study could then be used to develop a new tariff rate that takes into account COPE
information.

« Develop anational COPE database: The NIA could work with insurance companies
and other stakeholders to develop a national COPE database. This database would
collect and store COPE information about all major risks in Nepal. The database
would be accessible to all insurance companies, which would allow them to use
COPE information to assess risk and set premiums more accurately.

¢ Make COPE information mandatory for insurance companies to collect: The NIA
could make it mandatory for insurance companies to collect COPE information
for all major risks. This would ensure that all insurance companies have the same
level of information to assess risk and set premiums.

+ Provide training to insurance companies on how to use COPE information: The NIA
could provide training to insurance companies on how to use COPE information to
assess risk and set premiums. This training would help to ensure that insurance
companies are using COPE information effectively.

In addition to the above methods, the NIA could also consider the following:

= Developing a risk-based pricing framework: The NIA could develop a risk-
based pricing framework for property insurance that takes into account COPE
information. This would allow insurance companies to set premiums that are
more accurately reflective of the risks that they face.

s Introducing a merit rating system: The NIA could introduce a merit rating system
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for property insurance that rewards customers for taking steps to reduce their
risk. For example, customers who install fire sprinkler systems could receive a
discount on their premiums.

By taking these steps, the NIA can help to integrate the use of COPE information into the
tariff rate of property insurance for major risks in Nepal. This will help to improve the
accuracy of pricing models and reduce the loss ratio of Nepali insurance companies.

It is important to note that integrating COPE information into the tariff rate of property
insurance will require a collaborative effort from the NIA, insurance companies, and other
stakeholders. All parties involved will need to work together to collect and analyze COPE
information, develop a new tariff rate, and train insurance companies on how to use COPE
information effectively.

Conclusion
COPE information is a valuable tool for the insurance industry and reinsurers to prevent
and protect themselves from catastrophic losses in Nepal. By understanding the risks
and vulnerabilities of a particular area, insurance companies can develop products and
services that help people and businesses recover from catastrophic events.

There are a number of things that can be done to improve the use of COPE information in
Nepal, including raising awareness of COPE information, developing training programs
for underwriters and salespersons, investing in data collection and analysis tools and
resources, and developing a national COPE datlabase.

COPE information is also important for the Nepalese government to develop effective
disaster risk reduction and management strategies. The government can use COPE
information to identify areas that are at high risk of catastrophic events and to develop
targeted risk reduction measures for those areas. The government can also use COPE
information to develop early warning systems and to improve disaster preparedness and
response capabilities.

By taking these steps, Nepal can improve the use of COPE information, improve
preparedness and reduce the impact of catastrophic events on the Nepalese economy
and people.
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Prerequisites for Capital Market
Development Y&y

. Rewat Shrestha
Director, SEBON

1.Introduction

Capital market is the mechanism that provides the platform

for the interaction of people, process, product and policy Enmpnnents of
(4Ps). People refers to the investors such as individual and Eapltal Market
institutional and product refers to the instruments traded
in the financial markets. Process refers to the mechanism
that makes all market related activities. Further, it describes
how do the people use products for fund mobilization and
investment. Government or regulator develops and executes
the policy for the overall development of capital market that
synchronizes the people, process and product efficiently.
A well-functioning of capital market requires close and
effective interactions of 4Ps. These four components play
lubricative role to bring the efficiency in financial markets.
Capital market has greater importance in financial system as it is catalytic for the overall
growth and development of economy. However, capital market has negative impacts on
economic growth as well. In this article, we will be discussing on positive and negative
impacts of capital market on economy, development stage of capital market around the
globe along with causes to success or failure of development. We also try to shed light on
the prereguisites for capital market development in reference to Nepal.

Product

Benefits of the Stock Market

A fair, efficient and transparent stock markets is backbone for economic growth and
development. Awell-functioning stock markets produce valuable information with positive
implications for capital allocation and growth. Stock markets provide opportunities for
households to diversify their portfolios. Stock markets may improve risk sharing and
create liquidity and, therefore, encourage financing for illiquid investments. A country
with developed stock market is the symbol of free market economy that significantly
contributes to lure foreign investment. A robust stock market can help economic growth
by:

*» producing information concerning possible investments,
*  mobilizing a savings pool and allocating capital for productive use,
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*  monitoring investment and improving corporate governance,
* facilitating diversification and risk management,

* Increasing financial inclusion and literacy,

* Increasing international linkage of domestic economy.

Shortcomings of the Stock Market

However, experiences and studies suggest that there can be “too much financing” it only
stock market developed faster than other component of economy. Such imbalance on
development hinders the sustainable and healthy growth of stock markets. As can be
seen in the following graph, there is a point beyond which additional deepening of capital
markets has reduced growth. Rapid development of stock markets alone may lure away
the human capital from the real sector, resulting inefficiency in capital allocation. The
imbalance development of capital market requires strong regulation and supervision
simultaneously. Poor regulation and supervision may increase financial fragility, economic
volatility, and the probability of a crisis by promoting excessive risk taking and leverage.
Moreover, it may negatively influence corporate governance and encourage fraudulency,
creating serious ramifications for economic growth. In addition, pricing and takeover
mechanisms reward managers for their successes in financial engineering rather than
the creation of new wealth. Weak regulation and supervision deter the well-functioning
of stock markets, creating speculating activities and bubbles; a strong source of financial
crisis. However, we cannot undermine the role of stock markets for the overall economic
growth and development. There is no doubt on the role of stock market for promoting
transparency, enhancing corporate governance and creating vibrant economy.

Financial Development Effect on Growth

6%
Morocco

Ecuador

0.0 01 0.2 03 0.4 0.5 0.6 0.7 0.8 0.9 10

Source: Sahay et al, 2015, "Rethinking Financial Deepening: Stability and Growth in
Emerging Markets, "IMF Staff Discussion Note



3. Causes of Slow Development of Capital Market

Many countries have introduced stock markets into their financial market development
processes very early. However, some experienced the failures associated with the
build-and-they-will-come approach. firms are not involved in equity markets though
government defined the rules. Many countries have found that the number of publicly
traded and exchange-listed firms is typically quite low relative to the number of firms
in the economy. In addition, the market has become a forum for speculative activity. A
well-developed capital market is characterized by the number of listed companies from
diverse sector, market capitalization, turnover, volatility etc. Amongst these, number of
listed companies is vital that effects on market cap, turnover and volatility. There are four
possible reasons why firms are reluctant for going to public for their financing.

First, in many developing countries, firms generally prefer to fund themselves internally
through retained earnings to meet the vast majority of their investment goals. Retained
earnings are a relatively inexpensive and flexible source of financing. However, such
funding may not be sufficient for firms in a rapidly growing economy.

Second, a likely possibility is that firms use bank financing as an external financing. If
bank loans are generally available when needed at reasonable rates, then the firms in the
economy may have no interest in listing on an exchange because they have no need for
credit beyond what the banks are willing to offer.

Third, it is the cost of equity financing. Firms require to pay various fees and charges while
issuing securities to public. It includes securities registration, listing fees, depositories
charges, rating fees, underwriter and issue management fee etr.

Fourth, disclosure and numerous regulatory requirements discourage firms to be listed
in stock exchange. In order to raise money in the stock markets, firms must satisfy the
listing requirements of stock exchanges for publicly traded companies, as well as the
financial reporting and control requirements imposed by securities market regulators.
These requirements impose significant explicit compliance costs on publicly held firms.
Financing on equity markets has several costly implications for corporate governance
as well. Volatile macro-economic factors and weak institutional framework and legal
enforcement are the bottlenecks for the timely and orderly development of stock markets.

3. Prerequisite for Capital Market Development

Despite of numerous bottlenecks, many countries have success story in stock market
development. Macroeconomic and institutional factors have been found to be the most
important driving forces for the development of capital markets. Macroeconomic factors,
such as income, saving rate, and inflation are important determinants of stock market
development. Countries with higher level of inflation tends to have smaller, less active,
and less efficient stock market. Quality of institutions, such as strong legal institutions,
accounting standards, corporate governance, transparency, and appropriate regulations
increase investor confidence, and have large impacts on stock market development.

e
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In addition to the macroeconomic stability and the institutional framework, stock market
development involves strategies for balancing supply and demand side.

SUPPLY SIDE: Weak supply in stock market causes inefficiency in fund mobilization
process. Supply side is mostly focused on how should countries or regulators increase
firm listing in capital market. The IPOs of credible state-owned enterprises can bolster
market development. Authorities can introduce incentives that encourage private firms
to go public. These include tax incentives

achieved through lower corporate tax rates,
subsidized initial listing costs, simplified listing

procedures, and the allowance of private and/or ’
hybrid issuance. Venture capital and private equity

[PEVC) can help increase the potential number of
firms listed in the stock market as they often exit
from their investments through IPOs. Attracting
venture capital and private equity funds may
require the government to take a proactive role ing e
promoting a legal and regulatory environment,
institutional investor access to these venture capitals and private equity, and investor-
friendly taxation. In some countries, developing small and medium enterprise [SME)
exchanges can also make listing SMEs easier and less expensive. SME exchanges aim to
trade the shares of SMEs that would otherwise find it difficult to be listed among the
major exchanges, SMEs face greater difficulties and costs when raising capital from equity
markets than larger firms, due to high IPO costs, lack of visibility, and market illiquidity.
SME exchanges can be developed through simpler, faster admission procedures and
listing requirements; less stringent reporting requirements; shorter financial histories;
and lower accounting standards. The keys to achieving successful SME exchanges are low
listing costs, robust standards for initial and ongoing disclosures and reporting, a large
universe of SMEs that are ready to access the market, and a reasonable degree of liquidity.

to incirease supply in stock market

DEMAND SIDE: Investor confidence and diverse participation is essential for the demand
side growth in stock market.

Easing the regulation to allow institutional
investors, and foreign investors into domestic
market is crucial to increase the demand for
stocks. Furthermore, government should enhance
the efficiency, reduce the transaction cost and
foster competition among financial institutions for
the demand creation. At the same time, regulator
should strengthen regulation and supervision to
protect investors from insider trading and other
fraudulent activities can boost investor confidence.

Consideration to increase demand in stock market
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Regional integration of domestic stock market may contribute for demand creation,

4. Role of SEBON

SEBON, regulator of securities market of Nepal, has been attempting to attract PEVC
aiming promotion on innovation and entrepreneurship in economy. SEBON has provided
PEVC license to dozens of entities to operate the PEVC related activities and these entities
has mobilized the approximately Rs 30 billion till the date. In addition, SEBON is under
the process to establish SMEs platform for entrepreneurship development. SEBON has
completed study on introducing NRN in domestic securities market. SEBON has already
made the provisions for those Nepali citizens living abroad for foreign employment.
Strengthening supervision and legal enforcement is essential to boost the investor
confidence as it assures the market is fair and efficient in terms of investor protection.
In recent year, SEBON has accelerated its supervisory activities and taking various legal
enforcement against insider trading, non-compliance and breeching the legal provisions.
In conclusion, SEBON has been putting effort on balancing the demand and supply in
market and investor protection. It has been putting continuous effort on making the
market more competitive and fairer, reducing intermediary fees and transaction fees. It
has also given priorities to raise the public awareness on securities markets. SEBON has
established separate department in its organizational structure to carry out the literacy
activities and certification program. It has planned to establish separate agency to carry
out those functions in future. SEBON is also under the process to introduce new financial
instruments and facility to investors such as margin trading facilities (MFT), short sale,
securities lending and borrowing (SLB), intraday trading etc. in current fiscal vear.
There should be proper coherence between the institutional and legal framework along
with strong supervisory capacity for the development of capital market. Sound and
effective capital market encourage healthy competition, promote transparency. Similarly,
robust domestic bond market is also essential that allow firms to raise capital, and
provide instruments for monetary policy operations. It also provides tools to manage
macroeconomic and fiscal risk and serves as a spare tire, which provides an alternative to
bank financing during tight credit conditions.

In conclusion, macroeconomic and institutional factors are the most important driving
forces for the capital market development. Institutional factors such as effective legal
institutions, accounting standards, corporate governance, transparency and appropriate
regulations increase investor confidence and have large impacts on capital market
development.

S.II.}I..I.]"EES: - -

. Rethinking Financial Deepening: Stability and Growth in Emerging Markets,
IMF Staff Discussion Note

(] Financial Development and Financial Inclusion, IMF

. SEBON website and Publications
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Implementation of NFRS 17 in
Insurance Industry

= Smriti Ghimire

Manager, Nepal Reinsurance Company Limited

Introduction

Under the Nepal Chartered Accountant Act of 1997, Nepal Accounting Standards (NASs)
and Nepal Financial Reporting Standards (NFRS) are developed by the Accounting
Standards Board [ASE) based on relevant International Financial Reporting Standards
(IFRSs). Insurance companies worldwide are required to apply IFRS 17 when this new
standard becomes effective. This standard was issued in 2017 by the International
Accounting Standards Board (IASE] to replace IFRS 4 for accounting of insurance
contracts, and it is set to become effective on or after January 1, 2023, IFRS 17 has been
developed over 20 years and will bring about significant changes in the way insurance
companies prepare their financial statements.

In Nepal, NFRS 17, developed in alignment with IFRS 17, is expected to be implemented
starting from July 16, 2023. This standard applies to any organization that issues
insurance and/or reinsurance contracts, not limited to licensed insurance and/or
reinsurance companies. It is anticipated that NFRS 17 will have a significant impact on
financial reporting in the insurance sector, particularly since NFRS 4 allowed for different
accounting treatments. The new treatments under NFRS 17 will necessitate preparations
across various aspects, including rules and regulations, software, risk management,
accounting, tax laws, and expertise. It will also present challenges that must be addressed,
including the first-time application, conceptual challenges, and challenges related to
measurement approaches. Companies subject to this upcoming standard are expected
to fulfill specific requirements related to systems, employees, processes, and data to
properly apply the standard.

Need for a change

NFRS standards are established to create a common accounting language, making it
possible to understand and compare business and accounts across different companies
and countries. The current accounting standard, NFRS 4, provides guidance on how to
disclose insurance contracts. However, NFRS 4 has limitations in facilitating meaningful
comparisons among insurance companies and between insurance and non-insurance
companies. This is where NFRS 17 comes into play.

NFRS 17 provides a framework for users of financial statements to assess the impact of
insurance contracts on an entity's financial position, financial performance, and cash
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flows. The existing standard, NFRS 4, titled 'Insurance Contracts’ and introduced in
2004, serves as an interim standard that allows insurers to maintain their existing local
insurance accounting practices, which can vary from one country to another. Under the
current NFRS standard, insurance companies may measure similar insurance contracts
using different accounting policies.

This diversity in accounting practices has led to distinct differences between accounting
models used in the insurance sector and those applied in non-insurance sectors. These
differences are primarily due to country-specific understandings and requirements. As a
result, it has been challenging for investors and analysts to comprehend and compare the
financial results of insurers. NFRS 17 is designed to replace and address the issues that
arose from NFRS 4, harmonizing and improving accounting practices in the insurance
industry

Measure Current standard NFRS 4 Upcoming standard NFRS 17

Comparability |Lack of comparability of Insurance companies across
insurance companies across countries become better comparable |
countries
Lack of comparability of Similar accounting methods for
insurance vs non-insurance insurance and noninsurance

companies

Accounting Different accounting policies One accounting policy for all

policy per insurance contract insurance contracts

Estimates Estimates are not required to be | Estimates are updated each '
updated reporting period

Key drivers Difficult to see key drivers of Key drivers of profit (investment vs
profit underwriting) are made transparent |

Discount rate | Discount rate based on Discount rate based on the cash
investment flows of the contract

How does NFRS 17 solve the issues of NFRS 4?7

NFRS 17 requires companies to measure insurance contract on updated estimates and
assumptions which reflects timing of cash flows (the discount rate] and the uncertainty
of insurance contracts (the risk adjustment]). A fundamental concept introduced by NFRS
17 is the contractual service margin (CSM). This represents the unearned profit that an
entity expects to earn as it provides services. NFRS 17 allows the insurers to indicate
the expected (yet not earned) profit with the CSM and only recognize the profit when
it delivers the insurance service which is in line with other industries. To provide an
example, a factory typically recognizes profit only after it delivers the goods. In general,
this approach makes it easier to evaluate the performance of insurers both within their
industry and in comparison to each other. However, insurance companies often underwrite
large numbers of similar contracts to pool risk. For this reason, NFRS 17 is introduced to

e

9 gEdEr wRErjoco ¢ 193

e



provide guidelines for contract aggregation for the purposes of calculating and adjusting
the CSM.

Objectives of NRFS 17

* Improve comparability
* Improve quality of information

* Requires insurance contracts to be measured using a current value approach that
considers the time value of money and reflects the timing and pattern of expected
cash flows which provided better reflection to economic reality

Current Nepal Insurance Industry practice in financial reporting

As per the current practice of financial reporting in Nepal insurance industry, all the
policies issued during the current period is recognized as premium earned during that
period. There is practice of keeping unexpired risk reserve as per the regulatory provision
requirement. Further, after implementation of NFRS in insurance industry, the calculation
of unexpired risk reserve became more realistic where actuarial valuation was taken as
reference.

When an insurance policy is sold, the insurer collects the full premium upfront from the
policyholder. Howewver, the insurer has not yet provided the full coverage for the entire
policy period. Therefore, a portion of the collected premium is considered unearned and
is recorded as a liability in the unexpired risk reserve.

Company is currently practicing keeping reserve as Unexpired Risk Reserve and
Outstanding Claim Reserve together named as "Gross Insurance Contract Liabilities” and
represented in NFRS financial statements, The portion which is ceded in name of claim
recovery to be obtained from reinsurers are presented as "Reinsurance Assets”. These
liahilities are kept on the hasis of actuarial valuation made after conduction of Liability
Adequacy Test (LAT) of the company. The actuaries on the basis of provided data and
information from the insurance companies, calculate the adequate liabilities that is to
be kept in their financial statement. Further in case of investment, “fair value" concept is
followed where the market value on the date of the preparation of financial statement is
considered and the fair value is managed through other comprehensive income.

IFRS 17 International Implementation Scenario

During the study conducted to determine the readiness of Jordanian insurance companies
to implement IFRS 17 and to identify any challenges they may encounter, the results
indicated that Jordanian insurance companies are not adequately prepared for IFRS 17
implementation, and there are challenges associated with adopting the standard. The
study revealed a moderate level of readiness in terms of technical infrastructure, changes
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in work processes, funding, including material resources, and human resource familiarity
and training to comply with IFRS 17,

Additionally, in another study addressing the challenges of applying IFRS 17, "Insurance
Contracts,” in the Iraqi context, it was found that fundamental differences exist in the
concepts, recognition criteria, measurement approaches for liabilities and assets, and
income from insurance contracts. These disparities present challenges for Iragi insurance
companies that need to be addressed to ensure the proper implementation of [FRS 17,
The research recommended that relevant departments within Iraqi insurance companies
design an integrated information system that enables accounting units to correctly
recognize insurance contracts and measure them in accordance with the requirements of
IFRS 17. This would serve the How far have you progressed through your IFRS 17
interests of insurance companies, ~Programme?
their stakeholders, and the
broader community.

According to a PwC  survey
conducted in early 2020 across
the Asia-Pacific region, insurers
were largely in the process of
completing the design phases of
their programs and transitioning
into the implementation phases. Detailed design
The diagram helow illustrates the
progress made by Asian insurers.
However, progress across Asia
varied significantly, partly due
to varying implementation
deadlines in certain countries. For
instance, the deadline has been
cxtended to sometime between
2023 and 2024 for Thailand,
Taiwan, and the Philippines.
The survey revealed that 449y  Businessasusual Transition
of insurers had not yet initiated Soarrer P APAE FES 17 Health Check Sumesy

their detailed design activities, " ==TE

highlighting a strong need to accelerate their programs.

Changes Due to Implementation of NFRS 17

Parallel run

Presentation

The presentation has changed after the implementation of NFRS 17, although it represents
arelatively minor part of the overall changes. For insurers, applying NFRS 17 shows major
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changes to their financial statements and key performance indicators, such as replacing
the familiar major income position “Gross Written Premiums” with "Insurance Revenue".
“Insurance Claims Payments” now will be represented as "Insurance Service Expenses”.
Claims payments is indeed the most important service an insurance company provides to
its customers.

NERS 4 and NFRS 17 presentation

From Written Premium to Service Provided

Income statement under NFRS 4

Income statement under NFRS 17

5. Particulars Amount s. Particulars Amount
M. {in '000) N. (in "000)
1. Net earned premi- 6,487,952 1, Gross insurance con- 4,689,747
um tract revenue
-Gross earned pre- 7,532,219 2. Gross insurance service | [2,874,472)
miums EXpPENSEs |
(1,044,267)
-Premium ceded _
. i
2. Other income 1,446,191 -Incurred claim and (2,874,472)
including Interest insurance expenses
income
-Insurance acquisition
costs
3. Total income (1+2) | 7,934,143 3. Gain or ({loss) from (579,749)
Reinsurance [
q, Gross claims paid (2,874,472) | 4. Insurance service re- 1,235,526
sult (1+2+3)
5. Claims ceded 484,518 k. Insurance finance 199,162
income
6. Gross operating (2,842,472) | 6. Insurance finance (999,666
eXpenses expense
7. | Change in (999,666) 7. Insurance finance (800,504)
insurance result
contract liabilities
B. Total expenses (6,252,092) | &. Met investment income | 1,247,029 5
9, Net profit before 1,682,051 9, Net profit before tax 1,682,051
tax (4+748)

(Reference: Nepal Reinsurance company Ltd. published financial statement FY 2075-76)

e

19% & Ay yadimr &+ fHee

B s



Sy

Balance Sheet Changes
NERS 4 Bal | NERS 17 Bal ]

Rl contract assets Equity Rl contract assets Equity
Deferred acquisition | Other liabilities ' Insurance contract | Other liabilities
costs | assets
Accounts receivable | Accounts payable ' RI
contract
_ liabilities |
Other assets Unearned Other assets Insurance
premium contract
provision | liahilities
Insurance ' |
contract
liabilities
New Measurement

Under NFRS 17, insurance contracts are measured using a building block approach,
which involves the calculation of the present value of future cash flows associated with
the insurance contracts. This replaces the previous practice of using a variety of different
measurement models.

Level of Aggregation

Under NFRS 17, the level of aggregation refers to the level at which an insurance
company groups its insurance contracts for the purpose of applying the requirements
of the standard. NFRS 17 provides guidance on the level of aggregation for measuring
and presenting insurance contracts, particularly in relation to the grouping of contracts
with similar risk characteristics. The appropriate level of aggregation depends on factors
such as the nature of the insurance contracts, the risk characteristics of the contracts, and
the availability of reliable and relevant data. There are two main approaches to level of
aggregation; Premium Allocation Approach [PAA) and General Model Approach which
has been specified in NFRS 17.

Key Elements of NFRS 17:
1. Measurement Model:

NFRS 17 introduces a single measurement model known as the "current value approach”
also named as building block approach. Under this model, insurers are required to
recognize insurance contracts on their balance sheets at the present value of tuture cash
flows, considering both the fulfillment cash flows and the contractual service margin
[CSM). This approach aims to reflect the timing, uncertainty, and profitability of insurance
contracts over their duration.
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1. Contract Groups:

NFRS 17 mandates the grouping of insurance contracts with similar characteristics. This
allows insurers to measure and present contracts with greater consistency and relevance.
Contract groups are determined based on factors such as coverage, profitability, and risk
profile.

2. Disclosure Requirements:

NFRS 17 emphasizes enhanced disclosures to provide users of financial statements with
more comprehensive and relevant information. Insurers must disclose the judgments
and assumptions applied in measuring insurance contracts, as well as the sensitivity of
financial statements to changes in key variables.

Challenges in NFRS 17 Implementation:

Implementing NFRS 17 presents several challenges for insurance companies. Some of the
major challenges include:

a. Data and Systems:

NFRS 17 necessitates the availability of extensive data on insurance contracts, cash
flows, and risk adjustments which seems to be the biggest challenge in the current
scenario. Insurers need to assess their data capabilities and invest in robust systems
and infrastructure to capture, analyze, and report the required information accurately.
Revamping existing systems and processes to comply with NFRS 17 is a significant
task. Insurers need to integrate actuarial, finance, and IT systems to ensure seamless
data flow and calculations. This may involve substantial investments in technology and
organizational changes

b. Accounting and Actuarial Expertise:

The successful implementation of NFRS 17 requires a deep understanding of actuarial
and accounting principles. Insurers must ensure they have gualified professionals who
can navigate the complexities of the standard and make informed judgments in areas
such as discount rates, risk adjustments, and determining fulfillment cash flows.

c. Operational Changes:

NFRS 17 implementation requires changes to internal processes, systems, and controls.
Insurers must establish efficient and effective systems to generate accurate and timely
data, as well as ensure compliance with the new standard.

d. Financial Impact:

The adoption of NFRS 17 may have a significant impact on insurers' financial statements.
It may affect key performance indicators, such as profit recognition patterns and the
measurement of liabilities, potentially leading to changes in reported profitability and
tinancial position.

-
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e. Transition:

One of the biggest challenges is the transition to IFRS 17. This process determines the
equity and the CSM at the start and therefore its impact on future results. The choice of
transition approach can give you a different result. For example. If you use the fair value
transition approach, then a portfolio, which is onerous under the retrospective approach,
may reflect a positive CSM /profitability because the buyer of the portfolio expects to have
a positive spread from the portfolio. Given the impact on future results, managing the
transition well should have very high priority for all companies. The transition has to be
handled carefully as it determines IFRS equity and CSM at the start date, for mature life
companies with a big impact on future results and an even higger impact on future return

on equity.

Conclusion

As NFRS 17 represents a new era of accounting for insurers. The implementation of NFRS
17 in the insurance industry represents a significant shift in financial reporting practices.
As the global accounting standard for insurance contracts, NFRS 17 aims to increase
the usefulness, comparability, transparency and quality in financial reporting. NFRS 17
implementation resolves broad categories of mismatches which arise under NFRS 4.
As there is challenge seen in the implementation of NFRS 17 effecting the company on
updating their information system, data, human resources and financial impact. If there
is implementation without proper homework and preparation in the companies, their
financial reporting can be misrepresented.

Despite the challenges, NFRS 17 implementation brings numerous benefits to the
insurance industry. The implementation brings along the training of proper manpower,
upgrade in the system and data requirement in the insurance industry. NFRS 17 enhances
comparability between insurance companies by standardizing the measurement and
presentation of insurance contracts. This allows investors and other stakeholders to
evaluate and compare insurance companies' financial performance more accurately.
The increased disclosure requirements of NFRS 17 provide stakeholders with greater
transparency. By requiring insurers to assess and reflect the risks associated with
insurance contracts, NFRS 17 facilitates better risk management and assessment. This
ensures that insurers have a clearer understanding of their risks and can take appropriate
actions to mitigate risks.

While the adoption of the new standard may pose challenges, it ultimately offers
substantial benefits for insurers and stakeholders alike. By embracing the requirements
of NFRS 17, insurers can establish a more robust and informative financial reporting
framework, leading to greater confidence and understanding in the insurance industry.
Theimplementation of NFRS 17 necessitates a significant amount of prescriptive decision-
making, as the new framework has a substantial impact on how insurance companies
will present their financial performance. This, in turn, affects the capital market and the
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way market experts will read, interpret, and compare the financial results of insurance
entities.
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Investment Management in Insurance
and Reinsurance Sector
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Deputy Manager, Nepal Reinsurance Company Limited

Insurance contract refers to the agreement between the insurer and the insured binding
by the terms in which the insurer agrees to indemnify the insured for a loss caused by a
particular cause within such a specified time period (known also as insurable period) in
consideration for a financial payment known as insurance premium. Life insurance covers
the risk to an individual covering the insured in the instance of an insured's untimely
demise or provides an appropriate amount in later life when earning capabilities are
diminished whereas non-life insurance provides coverage for damages hy protecting
insured resources (insurable interest) providing money in the event of an accidental loss.
Similarly, reinsurance companies undertake and transfer the risks of life and non-life
insurance companies in exchange of reinsurance premium acting as "Insurer of Insurers",

Insurance, in its pure insurance function underwrites the risks and shocks and distributes
it over all risks insured in the same class dividing the cost of a threat among a significant
number of participants who are directly or indirectly exposed to the same danger in order
to compensate some insured, who are actually victimized or genuinely harmed by it. An
engineering insurance product, for instance, will issue a policy in exchange for payment
of a premium, in which the insurance companies agree to compensate the insured for an
event or damage of engineering loss from contractors all risks, but only up to the amount
mentioned in the policy and only if the loss happens within the period for which the policy
is effective. In this approach, life insurance really provides a form of security as well as
an investment, as a predetermined sum is either repaid to the insured at the moment of
death or at the end of insurable period. This arrangement is considered to be of maximum
level of good faith and insurable interest, The reinsurance companies on other hand are
responsible for compensating the damage when life/non-life companies bear the risk or
honor claim to the insured.

Insurance and reinsurance companies, in this context, is a system for minimizing financial
losses by transferring risk of loss from one institution to another In other words,
insurance is the best means for security to human life and resources from various risks.
Insurance companies and reinsurance companies are among the mostimportant financial
institutions and intermediaries. Only when a competitive insurance service is delivered
in every sector of the nation, the nation’'s development remains integrated and efficient.
Insurance companies play a prominent part in the framework of every economy since
they provide certainty to manufacturing and production, business, and capital through
the investment of premium resources. Insurance company charges a certain amount
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called premium in return of assuring the insured for indemnity if the stated risk caused
economic losses within the policy period. Insurance company collects fund in the form of
premium and invests in different sectors for maximized return. Once earned, the premium
is regarded as the income of the insurance industry which is on cash basis i.e., policy not
issued on advance but only when premium is received.

The growth and development of an insurance industry is based on the large number
of groups of various individuals, corporate businesses and financial organization who
are policy holders of the company obtained directly by the representatives or through
agents. The habit of saving, tendency of risk mitigation and mentality for securitization of
individual habit plays vital role for insurance sector contribution through policyholders.
The large number of policvholders leads to the large amount of premium collection for
the minimization of occurrence of various risk and uncertainties. Insurance companies
are considered as an important part of an institutional investment of any country as
they invest in fixed deposits, corporate securities as well as other collective investment
schemes and in return, they produce sufficient income to meet their obligations. Insurance
companies perform three distinct jobs namely:

i. Diversification of loss compensation
ii. Risk management and
iii. Resource mobilization

Currently, 14 life and 14 non-life companies as well as 2 reinsurance companies are
operating post-merger (in case of life and non-life insurance companies). The capital
requirement for life insurance companies is 5 bhillion Nepalese rupees and non-life
insurance companies is 2.5 billion Nepalese rupees which has been mandatorily increased
for maintaining capital adequacy in insurance sector so as to have stabilized healthy and
standard competition in insurance sector.

The insurance industry is a significant and important element of the macro economy, and
it has emerged as a powerful institutional player in the financial market, influencing the
economy's health through its multidimensional role in saving and capital markets. As per
the latest published data of the Nepal Insurance Authority for F/Y 2022/23, the gross
premium of overall insurance market is 182.91 billion Nepalese rupees, individually
142.57 billion Nepalese rupees contributing from life insurance companies and 40.34
hillion Nepalese rupees from non-life insurance companies which is 3.40% of the Gross
Domestic Product (GDP). The contribution to the market economy from life insurance
sector is 2.65 %, whereas non-life insurance sector is 0.75 %. It acts as a mobilizer of
savings, a financial intermediary, a promoter of investment activities, a stabilizer of
financial markets and a risk manager. Insurance companies generally function on core
insurance element mainly concentrated on collecting premiums or funds and honoring
claim and managing the available funds through various diversified investments sectors
to earn additional revenues in the form of interest, dividends and realized capital gains.

e

P P I

5% e 7ww yaaiar &+ [fee

e



Sy

Insurance manages the risk of uncertainty in an efficient manner and plays a significant
role in mobilizing domestic savings, turning capital into productive investments, by
managing loss and maintain financial stability. The non-life insurance, hence plays a
crucial role in promoting the trade and commerce activities which contributes to the
sustainable growth of an economy. The principle of indemnity in insurance mainly focuses
on compensating the insured for the loss that occurs.

To oversee the investment of funds within the Nepalese insurance sector, the Nepal
Insurance Authority, the regulatory body for insurance in Nepal, has introduced specific
guidelines. These guidelines were issued on the 20th of Mangshir, 2079, with the aim of
setting limits on investment amounts and promoting a healthy competitive environment
in the market. The liquidity and market interest rates fluctuate in response to the supply
and demand of funds within the market. The new guidelines represent a significant shift
as they have transitioned from a fixed percentage of total investment to the previous
method based on the technical reserves of individual companies. This shift has resulted
in significant changes in investment practices compared to the previous directive, which
was issued on B.S. 2075.11.19,

Under the new guidelines, the maximum limit for 'B' class fixed deposits is set at ten
percent of the total investment, a change from the previous maximum of twenty percent
based on technical reserves. Similarly, for 'C’ class fixed deposits, the maximum limit is set
at five percent of the total investment, down from the previous maximum of ten percent
based on technical reserves. These changes have bolstered the security of investment
positions to some extent and have promoted healthy banking practices within the market.
As a result, insurance and reinsurance companies have diligently followed the directives
set by the Regulatory Authority.

An insurance or reinsurance company can maximize its wealth and fund collection by
focusing on the maximization of returns on its investments. Therefore, they must invest
their funds where they can achieve maximum profits. The insurer must earn at least the
assumed rate of interest; otherwise, they will face losses. Investments should be made
in securities that yield the highest returns while adhering to the principle of safety. By
earning higher interest, insurers can reduce their future premiums and, as a result, expand
their business. Itis well understood that both safety and profitability are crucial factors in
insurer investments. This saying is of paramount importance to insurers, and they should
always exercise caution not to concentrate their investments in a single sector.

To minimize risks, insurers must diversify their investments across different sectors.
According to the latest published data from the Nepal Insurance Authority for the fiscal
year 2022 /23, the gross investment in the life insurance sector amounted to 628.96 billion
Nepalese rupees. Of this total, 569.16 billion Nepalese rupees came from life insurance
companies, and 59.79 billion Nepalese rupees originated from the non-life insurance
sector. Diversification of such a substantial investment helps to mitigate losses, following
the law of averages. This strategy provides maximum security while maintaining high

e

9T yFEEr WRer-oco ¢ 153

R R P P



e

yields and improved liquidity, provided that diversification takes into account all market
risks and factors.

In conclusion, it becomes evident that linking investment earnings to firm-specific factors,
such as organizational form and size, can empower policyholders and shareholders to
make more informed decisions regarding insurance and investments. Ideally, a portfolio
manager should increase the systematic risk of the portfolio in anticipation of an upturn
in the market and decrease the beta betore a downturn. Investment is essential for making
any business profitable, regardless of its nature. It also stands to reason that current
profitability is related to future investment, and current investment is related to future
profitability. The ultimate outcome of a well-functioning insurance market should involve
improved risk pricing, enhanced efficiency in the allocation of capital and economic
activities, and increased productivity. Additionally, specific ratios used to analyze insurers
include the combined and operating ratios, along with their components, underwriting
leverage, investment yield, and investment return. Insurers and reinsurers should
establish investment portfolios using a robust optimization framework and diversify
their investments into higher income-generating strategies, taking into account firm-
specific constraints to enhance overall efficiency and generate returns. Globally, most
institutional investors, such as insurance companies, invest the funds they receive across
various sectors to generate returns.
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Green Insurance and SDG: Nepalese
Perspective and Possibilities

7= Preeti Deo

Deputy Director, Nepal Insurance Authority

Background

Sustainability and green insurance is the new trend to keep an eye on in the insurance
industry. Sustainability is an increasingly important issue for many people, especially
in the business world. It is undeniable that the topic of sustainability has an impact
on everyone and every industry across the world in all aspects and at every level, The
insurance sector is no different as it shows an increasing interest in several of the topics
covered by sustainability. The green economy refers to an economic system that focuses
on sustainability, environmental protection, and social well-being. It emphasizes the
responsible use of natural resources, the reduction of greenhouse gas emissions, and
the promotion of clean and renewable technologies. The green economy aims to balance
economic growth with environmental stewardship.

Insurance plays a role in the green economy by providing coverage for risks associated
with environmental protection, renewable energy, and sustainable practices such as
Renewable Energy Insurance (associated with 5DG 7), Environmental Liability Insurance
[associated with SDG 12), Climate Risk Insurance [associated with 5DG 13, 14 and 15)
and Sustainable Business Practices (associated with SDG 12).

Sustainable Development Goals (SDGs) are a set of 17 global goals (which include 169
targets) established by the United Nations in 2015, with a target to be achieved by 2030.
The goals cover areas such as poverty, hunger, health, education, gender equality, clean
water, affordable and clean energy, decent work, industry and innovation, reduced
inequalities, sustainable cities, climate action, life below water, life on land, peace and
justice, and partnerships.

Achieving the Sustainable Development Goals [SDGs) requires the cooperation of
governments, private sector, civil society and citizens. The UN in Nepal works with these
key institutions alike to make sure that Nepal's commitments to the SDGs is translated
into practice. The UN in Nepal has partnered with the Government to nationalize the
SDG targets, implement the SDGs, mobilize resources, and monitor the progress towards
achieving the SDGs by 2030.

Existing Scenario

In terms of insurance, the connection with SDGs lies in the fact that insurance can play
a crucial role in supporting the achievement of these goals. Insurance mechanisms
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can provide financial protection and risk management solutions that help individuals,
communities, and businesses recover from unexpected setbacks, disasters, and crises.
By offering economic stability, insurance contributes to poverty reduction, resilience
building and overall progress towards the SDGs,

For instance, insurance products related to health can ensure access to healthcare
services, promoting good health and well-being [SDG 3). Agricultural insurance can
assist farmers in mitigating the risks of crop failure due to adverse weather conditions,
contributing to zero hunger (SDG 2). Climate risk insurance can support climate action
(SDG 13] by helping communities recover from climate-related disasters. Microinsurance
and other innovative insurance solutions can empower marginalized populations and
reduce inequalities (SDG 10).

Green Finance Landscape in Nepal: National Targets and Priorities

¢« Long Term Vision where the country's Fifteenth Plan (2019-2024) has set
the vision of “Prosperous Nepal, Happy Nepali" and milestone targets for 25
years' development pathway to become a middle-income country by 2030
and a developed country by 2043,

e Ambitious climate targets to ensure low-carbon climate-resilient society in
COPZ6.

e Advancing Green Resilient and Inclusive Development (GRID) Transitions

* Promote and leverage sustainable financing through green products and
instruments like green loans, green insurance and bonds, carbon taxes, etc.

« Nepal Insurance Authority has issued Agriculture, Livestock and Herbs
Insurance Directive, 2022, according to which it is mandatory for every insurer
to conduct at least 5 % of their total business under this category.

# Forthe same purpose, Nepal Government has also been providing 80% subsidy
on premium of such type of insurance.

Major Issues and Challenges

+ Green Economy and SDGs as Emerging Topics: The cancepts of the green economy
and Sustainable Development Goals (SDGs) are relatively new and represent
paradigm shifts in the global approach to development and sustainability. The
challenge lies in understanding and effectively addressing these emerging topics
within the context of insurance.

+ Framework for Green Insurance not yet developed: Green insurance involves
designing products that account for environmental and social considerations,
promoting sustainability, and mitigating related risks. The absence of a clear
framework can lead to inconsistencies in product offerings, coverage, and risk

e I e P 0 R

ot e due g7em &5+ R




assessment.

Unavailability of experts related to 5DG and Green Economy in the insurance
sector: Insurers may struggle to find professionals with a deep understanding of
sustainability issues, environmental risks, and the degrees of SDGs. Bridging this
knowledge gap is essential for creating relevant and impactful insurance solutions
that address the unique challenges posed by the green economy and sustainable
development.

Adaptability spans product development, risk assessment methodologies, and
business strategies. Insurance companies must be prepared to quickly respond to
emerging sustainability risks, regulatory changes, and shifts in market demand.
This flexibility is crucial to ensure that insurance offerings remain relevant and
effective in supporting the objectives of the green economy and 5DGs.

Complexity of Risks: Intersection of environmental, social, and economic risks
can create complex challenges for insurers in terms of accurately quantifying and
pricing risks.

Regulatory and Legal Frameworks: Adapting regulations to accommodate new
types of insurance products, such as those addressing environmental and social
risks, can be a challenge.

Long-Term Nature of SDGs: Achieving the SDGs requires long-term planning
and commitment as such traditional insurance models might struggle to
provide coverage and support over such extended timeframes, as they are more
accustomed to shorter-term risk assessments.

Why go for sustainable and green insurance uptake?

Higher rates of morbidity and mortality due to a climate-related rise in air
pollution, leading to higher life and health insurance claims.

Transition to low-carbon economy reduces demand for products of an important
customer segment, leading to shrinking premium and potential reputational loss.

A natural catastrophe occurs simultaneously to falling market values of investment
and increasing reinsurance prices,

Business interruption, unexpected regulatory changes, damage to infrastructure
as a consequence of natural catastrophe lead to service issues and expense
increase.

Due to lack of ESG know-how and awareness, customer or partner relationships
with critical exposures are not identified or regulatory rules not complied with.
Rating agencies may punish the company with a poor rating, which in turn leads
to decreased customer and investor demand.
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+ The company misses aligning its products to changing environment and customer
needs (i.e., lack of product development for new forms of work and lifestyles).

Transformational Strategies

= Develop Environmental and Social Risk Management (ESEM) Guidelines for
insurance companies.

= Further incentives to continue Agriculture, Livestock and Herbs insurance.

= Concession and easy approval procedure for insurance businesses pursuing SDGs
and green economy.

+ Green Insurance Products: Developing and offering insurance products tailored
to green initiatives, such as renewable energy projects, energy-efficient buildings,
and sustainable agriculture. These products can cover risks specific to these
sectors and incentivize environmentally friendly practices.

+ Sustainable Investment: Investing insurance company funds in green and
sustainable projects, such as renewable energy infrastructure, green bonds, and
environmentally responsible businesses. This aligns investment portfolios with
sustainability goals while potentially generating attractive financial returns.

+ Carbon Offsetting Insurance: Offering insurance coverage that assists businesses
in offsetting their carbon emissions through verified carbon offset projects. This
can help companies achieve carbon neutrality and demonstrate their commitment
to environmental responsihility.

+» Energy Efficiency Incentives: Partnering with businesses to provide insurance
incentives for energy efficiency improvements. Companies that implement
energy-saving measures could receive reduced insurance premiums as a reward.

¢« Green Building Certification Support: Collaborating with organizations that
provide green building certifications (LEED, BREEAM, etc) to offer insurance
solutions that support these certifications and provide added assurance to
building owners and developers.

+ Partnerships for Sustainability: Collaborating with environmental organizations,
green technology companies, and government bodies to jointly promote and
support sustainable initiatives through insurance offerings.

Possible packages for Green Insurance

We have seen meaningful movements from international insurers on this front.
Sustainable/green insurance could be designed and developed into a wide-range of
products. Some examples of sustainable/green insurance products are provided below:

Green insurance incentives for motor vehicles
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Fossil fuels deplete our resources and contribute to pollution—and many insurers
offer discounts for vehicles that don't gas guzzle.

Alternative fuel premium discounts, which apply if your car uses an alternative
energy source such as biodiesel, electricity, natural gas, hydrogen or ethanol.

Pay as You Drive programs, which require the installation of a device to track the
miles driven in your car. The program offers policy discounts to vehicle owners
who, according to their sensor, drive fewer miles than the average—thus saving
consumers money while reducing accidents, congestion and air pollution.

Low mileage discount: Based on how much they drive, this kind of policy offers
auto insurance to drivers. Usage-based insurance monitors driving behavior using
GPS or mobile phone technologies, as well as through plugged-in devices in car
ports. Customers can receive lower rates while lowering emissions because fewer
kilometers driven on the road indicates a decreased likelihood of an accident.

Fuel-efficient discount; Premium discount or special insurance package could be
designed and offered to customers using electric or hybrid vehicles.

Green insurance for homes

Insurers are helping to promote sustainable building practices by offering eco-friendly
policies to homeowners, which include options such as:

i,

Premium discounts for Energy efficient and designed in vision with Environmental
protection.

Eco-friendly replacement materials endorsements, which are offered on
some standard homeowner policies. After a loss, these allow the insured to
replace or rebuild with more sustainable materials, practices and products.

Insurers provide homeowners with insurance discounts or add-ons that help
them save money and encourage them to construct with eco-friendly materials
and consume less energy.

Property loss mitigation discount: Insurers may consider offering premium
credits to homeowners who use mitigation devices or materials or construction
technigues which can reduce loss from catastrophes.

Green building insurance: For commercial line, this product could encourage
property developers to build sustainable and green buildings which may involve
design, specification, and materials to preserve the environment and at the same
time protect loss from climate risk.

Broad coverage for alternative energy sources. For homeowners who generate
their own geothermal, solar or wind power and sell any surplus energy back to
the local power grid, there are now policies that cover both the extra expense of
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temporarily buying electricity from another source and for the income lost during
a power outage (as long as the outage is caused by a covered peril).

Green insurance for businesses

There are many green commercial property insurance policies and endorsements directed
at specific segments of the business community such as manufacturers. Examples of these
include policies that:

= Cover installing “green” building systems and materials to replace the standard
ones, after a loss. These eco-friendly replacements would include energy efficient
electrical equipment and interior lighting, water conserving plumbing and
nontoxic, low odor paints and carpeting,

« Allow "green certified” rebuilding in the event of a total loss. In addition to the
building itself, this coverage may pay for engineering inspections of heating,
ventilation, air-conditioning systems, building recertification fees, replacement
of vegetative or plant covered roofs and debris recycling and loss of income and
costs incurred when alternative energy generating equipment is damaged.

Green insurance for renewable energy insurance:

Renewable energy sources have a significant advantage in the fight against climate change,
but they are also very expensive and fraught with risks. In order to support their growth
and reduce their risks, insurers provide renewable energy insurance policies to technical
companies and people. For instance, throughout the project development stage, insurers
may cover engineering and construction risks. Others might also provide assistance with
revenue loss and business interruption support.

Benefits to the first mover in the market

Sustainability is here to stay and there are advantages to embracing sustainability trends
gquickly, including but not limited to:

Becoming a leader in this new field.

Building a sustainable /green brand name which helps in terms of reputation and
also attract customers sharing the same value.

Increasing market shares by expanding to new sectors such as EVs, green building
insurance and green projects insurance.

Having the ability to offer new/niche products and become a leader in such new
or niche markets.

Operating the business in the new direction that is in line with the regulator's
plan — opening up the opportunity to work alongside the regulator.
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Conclusion

Sustainable development is a key priority for both industrialized and developing
countries, and the green features of the future are now a serious issue. Despite of all
the challenges and existing scenario the insurers who will take advantage of these new
opportunities will able to capture a new and larger customer base in the market, and a
crucial lesson to be learned is that insurers should always seek out new trends that can
help differentiate them from their competitors. Thus, to promote and support sustainable
and green insurance in Nepal following way forwards can be adopted by the insurance
sector:

+ Development of guidelines related to Green Insurance

* Development of SDG fulfilling frameworks for insurance activities
o Set eligibility criteria for household/property insurance (green building
insurance) following norms of green economy.

» Special concession/rebate or more coverage for houses/buildings built with
emphasis on green economy.

» Special concession/rebate in insurance premium for environment friendly
vehicles.
« Renewable energy insurance

* Restricting insurance facility for vehicles which do not follow ESG principles,
etc.
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Introduction

Mutual funds provide investors with instant diversification, which means that they can
own a basket of stocks or bonds with a single investment. This can help to reduce risk,
as the performance of one investment is unlikely to have a significant impact on the
overall performance of the fund. Mutual funds are managed by experienced professionals
who have the expertise and resources to research and select investments. This can be
a valuable advantage for investors who do not have the time or expertise to manage
their own portfolios. Mutual funds are firms that manage pools of other people's money.
Individuals buy shares of mutual funds, and the fund invest the money in certain specified
types of assets, such as common stocks, mortgages, bonds, debentures and other types
of marketable securities, and, in some cases, real assets. In other words, mutual fund
is basically a company that pools the money from a group of investors to buy financial
securities, building a less risky portfolio than an individual investor would do. Increasing
number of mutual funds in the developed financial markets indicate investor's preference
for this mode of investment. The exact composition of the portfolio depends on the type
of fund and the investment objective of the fund. Recent growth of mutual funds has been
pretty robust and has led to creation of various types of mutual funds. Broadly, mutual
funds can be categorized as, unit investment trust, open-ended and close ended funds.

If the fund's investments perform well, the investor will typically see higher returns.
Conversely, if the fund performs poorly, the investor's returns will be lower. Past
performance is not a guarantee of future results, so investors should consider the fund's
historical performance as just one of many factors when making investment decisions.
Mutual funds typically charge fees and expenses, including management fees and
operating expenses. These fees reduce the investor's overall return. It's essential for
investors to be aware of the fund's expense ratio and other fees and consider how they will
impact their returns over time. Lower-cost index funds, for example, tend to have lower
fees compared to actively managed funds. Mutual funds can have different investment
strategies, such as growth, value, income, or a combination of these. The fund's strategy
can influence its performance and, consequently, the investor's returns. Investors should
align the fund's strategy with their own financial goals and risk tolerance. To maximize
the potential positive impact of a mutual fund on investor returns, it's crucial to conduct
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thorough research, understand the fund’s strategy and fees, diversify investments, align
the investment with your financial goals, and maintain a long-term perspective.

The difficulty that general investors experience in making and managing their own
portfolio investment in securities had given rise to mutual funds. The difficulties faced
by the investors include the need of conducting various analysis on securities as well
as monitoring the market conditions which can be very time consuming. Professional
management, diversification, simplicity, flexibility and controlled liquidity are the major
benefits of mutual funds (Kothari & Mindargi, 2013). Itis essentially designed to diversify
the risk of all small investors who lack enough capital to achieve diversification in their
portfolio. The primary goal of investing in mutual funds is to earn good return with
comparatively low risk (Najafi et al., 2013). Mutual funds can make money in two ways: a
security can pay dividends or interest to the fund or a security can rise in value. Funds also
lose money when the value of the securities held drop in value. Mutual funds also charge
small amount for their services and for covering cost associated with trading securities.
However, these charges are usually smaller than those that individual investors would
be charged if they tried to build on their similar portfolios of similar securities. This is
because of the economies of scales in transactions costs (Saha & Dey, 2011).

Portfolio measurement methods such as Sharpe Index, Treynor Ratio, Jensen Index, and
Sortino Ratio can be used to measure the performance of equity mutual funds. Of all
measuring instruments, Shape index is the most commonly used and has also become the
industry standard. Moreover, Farid & Wahba (2022) investigated the factors affecting the
performance of mutual fund in Egypt. The study showed that Log NAV (log fund size) has
a significant negative impact on mutual fund performance. Similarly, Ramesh & Dhume
[2014) used the cross-sectional multiple regression approach to analyze the impact of
fund attributes such as fund size, fund flow, expense ratio, turnover rate and fund age
on the performance of the mutual funds, The results showed that the fund size and fund
flow are inversely related with the returns earned in the fund. An increase in the fund
flows erodes the performance of mutual funds. Likewise, McMahon and Stanger (1995)
examined the relationship between mutual fund performance and age of fund through
statistical analysis. The study found no significant relationship between fund age and
return. Further, Purwanto (2016) analyzed the impact of age and size on the performance
of Indonesian mutual fund. The study found that both age and size have significant positive
impact on the performance of Indonesian mutual fund.

The above discussion shows that empirical evidences vary greatly across the studies
about the factors affecting the mutual fund flows and investor return. Though there are
above mentioned empirical evidences in the context of other countries and in Nepal, no
such findings using more recent data exist in the context of Nepal. Therefore, in order to
support one view or the other, this study has been conducted.

The main purpose of the study is to analyze the factors affecting the mutual fund flows
and investor return: A case of Nepal. Specifically, it examines the relationship of liquidity,
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age, assets, expenses, turnover and lagged NAV with Sharpe ratio, Treynor ratio, Jensen
alpha and NAV of Nepalese mutual funds.

Methodological aspects

The study is based on the secondary data which were gathered for four mutual funds over
the period of 14/04/ 2019 to 14/04/ 2023. In this study, four mutual funds were taken
as a sample of the study. The secondary data were collected from the monthly reports of
selected mutual fund companies. This study has employed correlational research design.
Table 1 shows the list of mutual funds selected for the study along with the study period
and number of observations.

Table 1

List of sample mutual fund companies selected for the study along with the study period
and number of observations

5.N | Name of the mutual fund companies Study period Observations
1 Nabil Equity Fund JI 14/04/2019 to 14/04/2023 48 |
2 Sanima Equity Fund 1 14/04/2019 to 14/04/2023 48
3 Laxmi Equity Fund 14/04/2019 to 14/04/2023 48 |
4 MIBL-Pragati Fund | 14/04/2019 to 14/04/2023 43 .t
F'l'otal Number of observations 192 |

“Thus, the study is based on 192 observations.
Analysis and results

Correlation analysis

Pearson correlation coefficient are computed and the result are presented in Table 2.
Table 2

Pearson's correlation coefficient matrix

Variables AST TOR Lig AGE EXP ) Mav TR SR
AST 1
‘TCIR 0.021 1
La 0.051 0.041 1
AGE 0.012 | -0.401** | -0.081 1
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Variables AST TOR LiQ AGE EXP ) Nav TR SR
EXP

-0.054 0.091 | -0.301** 1

0.542%*

] 0.751%* | -0083 | -0.023 | 0.162% | -0.151° 1
MNav 0.762%% | -0.043 | -0.031 0.111 -0.162% | 0.941%% 1
TR 0.021 | 0.201** | -0.041 | 0.321% | 0011 | -0.021 | 0.182%® 1
SR 0021 | 0.221** | 0.081 | -0.261** | -0.042 | -0.082 | 0.151% | O.BO1** 1

0.022 | 0.242** | 0041 | -0.371%* | 0021 | -0.153* | 0131 | 0.823** |07V | 1

Where,

AST = Total monthly asset of the mutual fund in billion.

LIQ = Liguidity as measured by the fund’s total cash on quarterly basis,
AGE = Age as measured by number of months the fund is operational.

EXP = Expense ratio as measured by mutual fund's monthly operating expenses (including
management fees, distribution fees, and other expenses) as a percentage of the
fund’s average net assets.

TOR = Turnover ratio reflects the total trading activity undertaken by the fund during the
operating months.

NAV = Net asset value of the mutual fund at time t.
= Mutual fund Sharpe ratio lagged one holding period.

SR = Sharpe Ratio as measured by the difference between average portfolio return and
risk-free return divided by the portfolio standard deviation.

TR =Treynor Ratio, measured as excess return over the risk-free rate per unit of systematic
risk

= Jensen Alpha is measured by subtraction of equilibrium average return from average
portfolio return. +ve a indicates selection skills of manager of the fund.

Note: The asterisk signs (**) and (*) indicate that the results are significant at one percent
and five percent levels respectively.

Table 2 shows that there is a positive relationship between NAV and total asset. Itindicates
that increase in total assets leads to increase in return measured by NAV. Similarly, there
is a positive relationship between NAV and age of the mutual fund. It means that increase
in age of mutual fund leads to increase in return measured by NAV. In addition, there is
a positive relationship between NAV and lagged NAV. It indicates that increase in lagged
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MNAV leads to increase in return measured by NAV. However, there is a negative relationship
between NAV and liquidity. It means that increase in liquidity leads to decrease in return
in terms of NAV. Similarly, there is a negative relationship between NAV and expenses,
which means that increase in expenses leads to decrease in return measured by NAV,
Furthermore, there is also a negative relationship between turnover and NAV which
means that increase in turnover leads to decrease in return measured by NAV,

Similarly, the result also shows that there is a positive relationship between Treynor
ratio and total asset. It indicates that increase in total assets leads to increase in return
measured by Treynor ratio. Similarly, there is a positive relationship between Treynor
ratio and turnover of the mutual fund. It means that increase in turnover of mutual
fund leads to increase in return measured by Treynor ratio. However, there is a negative
relationship between Treynor ratio and Liguidity. It means that increase inliguidity leads
to decrease in return in terms of Treynor ratio, Similarly, there is a negative relationship
between Treyvnor ratio and expenses. It means that increase in expenses leads to decrease
in return measured by Treynor ratio. Furthermore, there is also a negative relationship
between age and Treynor ratio. It means that increase in age leads to decrease in return
measured by Treynor ratio. In addition, there is a negative relationship between Treynor
ratio and lagged NAV ratio. It indicates that increase in lagged NAV ratio leads to increase
in return measured by Treynor ratio.

Similarly, the result also shows that there is a positive relationship between Sharpe
ratio and total assets. It indicates that increase in total assets leads to increase in return
measured by Sharpe ratio, Similarly, there is a positive relationship between Sharpe ratio
and turnover of the mutual fund. It means that increase in turnover of mutual fund leads
to increase in return measured by Sharpe ratio. In addition, there is a positive relationship
between Sharpe ratio and liquidity. It indicates that increase in liquidity leads to increase
in return measured by Sharpe ratio. However, there is a negative relationship between
Sharpe ratio and lagged NAV. It means that increase in lagged NAV leads to decrease
in return in terms of Sharpe ratio. Similarly, there is a negative relationship between
Sharpe ratio and expenses. [t means that increase in expenses leads to decrease in return
measured by Sharpe ratio. Furthermore, there is also a negative relationship between age
and Sharpe ratio. It means that increase in age leads to decrease in return measured by
Sharpe ratio.

The result also shows that there is a positive relationship between Jensen Alpha and
total asset. It indicates that increase in total assets leads to increase in return measured
by Jensen Alpha. Similarly, there is a positive relationship between Jensen Alpha and
turnover of the mutual fund. It means that increase in turnover of mutual fund leads to
increase in return measured by Jensen Alpha. In addition, there is a positive relationship
between Jensen Alpha and liquidity. It indicates that increase in liquidity leads to increase
in return measured by Jensen Alpha. Furthermore, there is also a positive relationship
between expenses and Jensen Alpha. It means that increase in expenses leads to increase
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in return measured by Jensen Alpha. However, there is a negative relationship between
Jensen Alpha and lagged NAV. It means that increase in lagged NAV leads to decrease
in return in terms of Jensen Alpha. Similarly, there is a negative relationship between
Jensen Alpha and lagged NAV, which means that increase in lagged NAV leads to decrease
in return measured by Jensen Alpha.
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Money Laundering: Perspective from
the Insurance Industry

: ; = T .
= Sabina Koju B
Deputy Manager, Nepal Reinsurance Company Lid. d .

Ower the decades, money laundering has been an emerging issue for the various sectors,
including the insurance industry. Money laundering is the process of concealing the
origins of illegally obtained money, typically by passing it through a complex sequence
of commercial transactions. It is generally used to legitimate the ill-gotten gains and
avoid detection by any law enforcement agencies. Money laundering methods also vary
depending on the parties involved, in some cases, simple methods are suitable, in some
instances, complicated schemes are used (Cristea etal, 2012), The insurance industry
handles large sums of money on a regular basis. This makes it difficult to detect suspicious
activity, as large financial movements can be easily disguised as legitimate insurance
transactions. These money laundering activities can make countries less stable that in
turn, weaken law and order, governance, regulatory effectiveness, foreign investments,
and international capital flows. In fact, International Monetary Fund has estimated the
money laundering to be in between 2% and 5% of the world’s GDE. The insurance industry
offers a wide range of complex financial products, such as life insurance, annuities, and
investment-linked policies. These products can be used to launder money in a variety of
ways, such as by making large premium payments or borrowing against policies.

Insurance is a business based on financial risk management and transfers risks from one
person or entity to another entity (Acharya, 2020). Insurance offers financial protection
to the individuals and companies against various kinds of losses and damages [Rudden,
2023). As per Swiss Re Institute's latest world insurance Sigma Report (Sigma4/2022-
World Insurance], global insurance premiums are supposed to exceed USD 7 trillion
for the year 2022. With these high-volume transactions and size of the industry, the
insurance industry seems to be potentially vulnerable to money laundering. Further, the
easy access and diversity of insurance products and structure of the business too had
made the insurance industry more vulnerable and prone to money laundering. Funa
(2016) explained that the beneficiary of an insurance product is often different from
the policyholder, it becomes difficult to determine when and for whom it is necessary
to perform customer due diligence i.e., either for policvholder only or, also for the
beneficiary?

According to Financial Crimes Enforcement Network, life insurance and annuity products
in the insurance industry possess the most vulnerable and significant risks for money
laundering and terrorist financing, because such products allow a customer to place large
amounts of funds directly into the financial system and seamlessly transfer such funds to
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disguise the true origin. It also added, "Permanent life insurance policies that have cash
surrender values are inviting money-laundering vehicles because such cash value can be
redeemed by a money launderer or can be used for further investment - For example, by
taking loan against such cash value.”

Money laundering using life insurance products was first reported in the New York Times
on December 6, 2002. An investigation was conducted by US Custom Service where
it was found that $80 million of drug money was used to purchase more than 200 life
insurance policies in the Isle of man and other locations, with cartel members and their
family members as the beneficiaries. Later on, these policies were subsequently cashed
out despite of the penalties. Hence, policy surrendering, even with a surrender penalty is
also a method prone to insurance money laundering.

Likewise, single premium policies and policy loans are also methods used for insurance
money laundering, In single premium policies, money launderers can easily dump large
chunks of funds through a single transaction. Additionally, once a substantial amount of
funds is paid, policy loans schemes allows money launderers to take out loans in their life
insurance policies. These policies use the cash amount in the account as collateral and the
loan and interest will then be deducted from the benefits received at the time of death or
policy expiring period rather than needing to be repaid.

Another widely used method by money launders are cooling off period where the client
can cancel the policy and still receive a full repayment of premium paid. During a cooling
off period, money launderers will purposefully overpay premiums that forces insurers to
directly reimburse them that later seems like a legitimate source of funds returned due to
over payment of premiums. Those reimbursement of overpayments with instruction to
be paid to a third party are more prone to be the method of money laundering. Likewise,
buying insurance policies with lots of small regular premiums to avoid undue attention is
another method used by money launderers. Usually, such transactions also get escaped as
financial monitoring is usually of interests to a large sum of money (Lieonov et al,, 2020).

Although non-life insurance (general insurance) sector is considered less risky than
life insurance business for being prone to money laundering, there are two tiers of
general insurance fraud- one is property itself as the result of illicit earning and other is
purchasing general insurance policies like property and casualty, machinery breakdown,
etc. fraudulently to launder money further. Acharya (2012) assessed that internationally
organized criminal group makes through crash for cash and catch accident for the sake of
accident and claim insurance. They abuse vehicle, marine, ship, construction equipment,
etc. that they can generate money through the crime, Hence, insurance of movahle or
immovable assets for illegal funds and intentionally damaging to these assets and
obtaining compensation under the policy is widely used method by money launderers.

Another mode used by money launderers is using the assignment of claims. Money
launderer arrange with groups of legitimate people, for example: business owners
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to assign any legitimate claims on their policies to be paid to money launderer. The
launderer promises to pay these businesses in money or equivalent, a percentage of any
claim payments paid to the client above and beyond the face value of claim payments.
Further, the money earned from tax evasion by business owners are also been widely
used for the purchase of different insurance products and integrate those funds into a
legitimate source.

Additionally, using of fictitious insurance of financial risks is another method used by
money launders. In this case, fraudsters easily forge insurance cases for financial risks, for
example, if the receipt of funds under supply contract was insured and such an insured
event occurs within a very short period of time after signing the contract ({Lieonov et al.,

2020).

The negative economic effects of money laundering are difficult to quantify just as the
extent of money laundering itself is difficult to estimate (Kurten & Kusmartsev, 2012]).
According to PwC's Global Economic Crime Survey 2022, around two-thirds of insurance
companies were subject to some form of financial crime in 2021. The risk of money
laundering through insurance transactions is underestimated and this is evidenced by
low number of suspicious transactions from non-banking financial institutions and large
number of vulnerabilities in insurance to build schemes to legalize the illegally earned
income, However, it cannot be denied that global efforts have been made, and laws and
regulations have been enacted and enforced time and again, to get a better grip on money
laundering.

Insurance companies like their counterparts in banking industry, are subject to strict
rules and regulations around preventing fraud and money laundering. Hence, insurance
firms must include customer due diligence (CDD) strictly for their anti-money laundering
programs. Customer due diligence ensures the proper identification, verification of
customers, their beneficial owners and customers screening. Insurance companies must
take appropriate measures to identify their real customers and individuals who intend to
act on behalf of their client. At the same time, it is also required to establish the source of
income involved in the business relationship.

Further, while deing customer screening, if any deviation is found between their provided
information and their background checks, it shall be immediately reported to concerned
authority for necessary compliance. Also, insurance industry requires cross checking
whether their clients appear on sanction lists and if they appear, insurance companies
must take steps to block transactions or freeze assets and report to the relevant
authorities. Moreover, there should not be any tipping off from insurance companies and
its employees based on their personal, professional relationship.

Additionally, customer screening by insurance companies must be ongoing and not
only while accepting the business relationship for the first instance. Along with this,
customer classifications, and ongoing transaction monitoring, measures to prevent
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insurance products from being used for illegal and criminal purposes should be used by
the insurance companies. Further, insurance companies require performing enhance due
diligence for high-risk customers such as politically exposed persons, professionals, family
of politically exposed person. If any unusual transactions, payment methods, excessive
transactions, inconsistent transaction with customer's needs are eyed out, it should be
considered as red flag indicators and reporting should be done to remain in compliance
with anti-money laundering rules and regulations.

To conclude, if there are no sufficient regulatory requirements and no vigilance is
shown by insurance companies, money launderers will abuse insurance products
and their infiltration in this sector destabilizes the financial system. There should be
mutual understanding between insurance companies, agents, insurance brokers to
detect, prevent, monitor and report the activities of money laundering. In addition, anti
-money laundering programs with smart automation technologies should be used in
insurance companies to enhance the accuracy of monitoring and screening processes,
reducing human error and ultimately avoiding costly compliance penalties. Moreover,
the regulatory bodies and insurance companies can provide the needed training for the
staffs on how to identify and report suspicious activity. By taking these steps, insurance
companies can help to protect themselves from being used for money laundering and
other financial crimes.
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Life Insurance: Demand and
Determinants in Nepal \

. Shubhangee Mishra
Sales & Marketing Executive, Siliver Mountain School of Hotel Management |\ m

1. Introduction

Insurance market activity may contribute to economic growth, both as financial
intermediary and provider of risk transfer and indemnification, by allowing different
risks to be managed more efficiently and by mobilizing domestic savings. Life insurance
is considered to be a form of saving, competing with other forms of saving (like bank
deposits, securities, and other contractual savings) in the market. Companies use the
penetration and density figures to determine how important the insurance marketistoa
country's economy and how the amount spent on insurance compares with the amount
spent in other countries. Understanding the determinants of demand for life insurance
enables insurers to design products and pricing strategies that align with customers'
needs and preferences. Policymakers can use this knowledge to develop regulations and
incentives that promote wider access to life insurance and improve financial protection
for individuals and families. Life insurance plays a crucial role in providing financial
protection and peace of mind to individuals and their families. It serves as a safeguard
against unforeseen circumstances and helps mitigate the financial risks associated
with loss of life. Understanding the factors that influence the demand for life insurance
is essential for insurance providers, policymakers, and individuals seeking adequate
coverage [Weedige et al, 2019).

The determinants of demand for life insurance encompass a wide range of economic,
social, and demographic factors that influence individuals’ decisions to purchase and
maintain life insurance policies. These determinants shape the demand for life insurance
products and contribute to the overall dynamics of the insurance industry. Higher income
individuals and families are more likely to purchase life insurance because they have
more to protect and can afford the premiums, People with stable financial situations may
also be more inclined to invest in life insurance. The presence of dependents, such as a
spouse, children, or aging parents, often leads individuals to purchase life insurance, The
goal is to provide financial support to loved ones in case of the policyholder's premature
death. Generally, younger individuals may not feel an immediate need for life insurance,
especially if they have no dependents. However, as people age, their need for life insurance
may increase, particularly if they start a family or accumulate financial obligations.
Married individuals, especially those with children, tend to have a higher demand for life
insurance compared to single individuals. In a marriage, the financial responsibilities and
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potential loss of income are shared. Individuals in high-risk occupations or professions
may have a greater demand for life insurance. Jobs that involve physical danger or have
higher mortality rates may lead to higher insurance premiums. Health status plays a
crucial role in life insurance demand. People with pre-existing health conditions may
have a higher demand for life insurance due to increased health risks. However, their
premiums may also be higher. An individual's financial goals and objectives, such as
wealth accumulation, retirement planning, or estate planning, can influence their decision
to purchase life insurance. Certain types of life insurance, like whole life or universal life,
can serve as investment vehicles. It's important to note that individual preferences and
circumstances can vary widely, and the determinants mentioned above can interact in
complex ways. Life insurance companies use actuarial tables and underwriting criteria to
assess individual risk profiles and determine appropriate premium rates. As a result, the
demand for life insurance is highly personalized and can be influenced by a combination
of these determinants.

One crucial determinant of demand for life insurance is income. As income levels rise,
individuals often have a greater capacity to pay for insurance premiums, leading to an
increased demand for life insurance. Higher incomes provide individuals with a greater
ability to protect their families’ financial well-being in the event of their untimely demise,
making life insurance a more attractive option. Demographic factors also play a significant
role in determining the demand for life insurance [Yazid et al., 2012). Age, marital status,
and the presence of dependents can significantly influence an individual’s decision
to purchase life insurance. As individuals age and start families, the need for financial
protection against loss of income becomes more apparent, resulting in higher demand
for life insurance. Furthermore, societal and cultural factors impact the demand for life
insurance. The level of awareness and understanding of life insurance products within
a given society, as well as the perception of its importance, affect demand. Additionally,
cultural norms, religious beliefs, and social attitudes towards risk and financial planning
can shape the demand for life insurance (Hwang and Greenford, 2005). The state of
the overall economy and prevailing interest rates are also crucial determinants of life
insurance demand. During economic downturns, individuals may prioritize other financial
obligations over insurance premiums, leading to a decrease in demand. Similarly, when
interest rates are low, life insurance policies may become less attractive as alternative
investment options provide better returns. Advancements in technology and changes in
distribution channels have also had a profound impact on the demand for life insurance.
Online platforms and digital tools have made it easier for individuals to research, compare,
and purchase insurance policies, potentially influencing the demand for life insurance
[Mohy Ul Din et al,, 2017).

Schlag (2003] investigated the five main categories that influence life insurance purchases.
The study showed that macroeconomic variables (e.g., economic growth, disposable
income), socio-psychological factors [current mood and anticipation of the future),
institutional determinants (regulatory quality), insurer action parameters [pricing,
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product design sales channels, and advertising) and demographic variables [education,
population) were the major factors that affect the life insurance purchase. Celik and Kayali
(2009) assessed the determinants of demand for life insurance in European countries, The
study found that income is the central variable which affects life insurance consumption,
However, the impact of population and income on demand for life insurance is positive.
Similarly, education level and inflation affect life insurance consumption in negative way,
Browne and Kim (1993) investigated the factors that lead to variations in the demand
for life insurance across countries in 1980 and 1987. The study concluded that important
factors to determine the demand for life insurance are dependency ratio, national income,
government spending on social security, inflation and the price of insurance. The study
found that the impact of dependency ratio, income and government spending on social
security on life insurance consumption are positive, however the impact of inflation, the
price of insurance and religion are negative,

The above discussion shows that empirical evidences vary greatly across the studies
concerning the effect of interest rate, income, inflation, gross domestic product, life
expectancy and health expenditure on the demand for life insurance. Though there are
above mentioned empirical evidences in the context of other countries and in Nepal, not
much studies and findings using more recent data exist in the context of Nepal. Therefore,
in order to support one view or the other, this study has been conducted.

2. Methodological aspects

The study is based on the secondary data which were gathered from six macroeconomic
variables in Nepal from 2002 /03 to 2021 /22. The study has employed purposive sampling
method. The main sources of data include annual report of Nepal Insurance Authority,
Current Macroeconomic and Financial Situation and Economic Bulletin published by
MNepal Rastra bank, world development indicator of World Bank and Health Budget
published by UNICEF. The study is based on descriptive as well as causal comparative
research designs.

3. Result and discussion
Correlation analysis

Pearson's correlation coefficients are computed and the results are presented in Table 1.

Tahle 1

Pearson's correlation coefficients matrix

Variables PEN DEN
PEN 1
DEN 09492 1 _
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Variables PEN DEN
PCI 0.878™ 0.848"
GDP .895™ 0864
LEX 0.758™ 0.700™
HEXP 0.695" 0.717"
RIR 0477 0.49%”

F INF -0.310 -0.346
Where,

PEN = Life insurance penetration as measured by the ratio of gross life insurance premium
of a particular year to the GDP, in percentage.

DEN = Life insurance density as measured by the ratio of gross life insurance premium
of a particular year to the population of the country of that year, in rupees in per capita.

PCI= Income as measured by the GDP per capita which is measured as the gross domestic
product divided by midyear population, in U.5. dollars.

GDP= Gross domestic product as measured by the gross domestic product in current
prices, in Billion USD.

LEX = Life expectancy at birth as measured by the number of years a newborn infant
would live if prevailing patterns of mortality at the time of its birth were to stay the same
throughout its life, in years.

HEXP = Health expenditure as measured by the percentage of GDP which includes
healthcare goods and services consumed during each yvear, in percentage.

RIR = Real interest rate as measured by the nominal rate minus inflation in a particular
year, in percentage.

INF = Inflation rate as measured by the annual percentage change in consumer price
index, in percentage.

Note: The asterisk signs (**) and (*) indicate that the results are significant at one percent
and five percent levels respectively.

Table 2 shows that there is a positive relationship between life insurance penetration
and life insurance density. It indicates that increase in life insurance density leads to
increase in life insurance penetration. Similarly, per capita income is positively correlated
to life insurance penetration. It indicates that increase in per capita income leads to
increase in life insurance penetration. Likewise, the study also shows that gross domestic
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product is positively related to life insurance penetration. It reveals that increase in gross
domestic product lead to increase in life insurance penetration. The study also shows
that life expectancy at birth is positively related to life insurance penetration. It indicates
that higher the life expectancy at hirth, higher would be the life insurance penetration.
Likewise, the study shows that health expenditure as a percent of GDP has a positive
relationship with life insurance penetration. It reveals that higher the health expenditure,
higher would be the life insurance penetration. Furthermore, real interest rate has
positive relationship with life insurance penetration. It means that higher the real interest
rate, higher would be the life insurance penetration. The study also reveals that inflation
is negatively correlated to life insurance penetration. It indicates that increase in inflation
leads to decrease in life insurance penetration.

On the other hand, the results show that there is a positive relationship between per
capita income and life insurance density. It indicates that increase in per capita income
leads to increase in life insurance density. Similarly, gross domestic product is positively
correlated to life insurance density. It indicates that increase in gross domestic product
leads to increase in life insurance density. The study also shows that life expectancy atbirth
is positively related to life insurance density. It reveals that increase in life expectancy at
birth leads to increase in life insurance density. Likewise, the study also shows that health
expenditure as a percent of GDP has positive relationship with life insurance density. It
indicates that higher the health expenditure, higher would be the life insurance density.
Similarly, real interest rate has positive relationship with life insurance density. It means
that higher the real interest rate, higher would be the life insurance density. The study
also reveals that inflation is negatively correlated to life insurance density. It indicates
that increase in inflation leads to decrease in life insurance density.

Regression analysis

Having indicated the Pearson's correlation coefficients, the regression analysis has been
carried out and the regression results showed that income (GDP per capita) has a positive
impact on life insurance penetration and life insurance density. It means that higher
the income (GDP per capita), higher would be the life insurance penetration and life
insurance density. Likewise, gross domestic product has a positive impact on life insurance
penetration and life insurance density. It means that higher the gross domestic product,
higher would be the life insurance penetration and life insurance density. The study
revealed that life expectancy at birth has a positive impact on life insurance penetration
and life insurance density. It means that higher the life expectancy at birth, higher would
be the life insurance penetration and life insurance density. Similarly, health expenditure
as a percent of GDP has a positive impact on life insurance penetration and life insurance
density. It means that higher the health expenditure, higher would be the life insurance
penetration and life insurance density. Likewise, real interest rate has a positive impact on
life insurance penetration and life insurance density. It means that higher the real interest
rate, higher would be the life insurance penetration and life insurance density.

e

I Il e e

0% e AYw yEEEr dE BheE

i

e



4. Conclusion

The major conclusion of the study is that per capita income, gross domestic product,
life expectancy at birth, heath expenditure as a percent of GDP and real interest rate
have positive impact on life insurance penetration and life insurance density. The study
concluded that inflation has negative impact on life insurance penetration and life
insurance density. When inflation is high, the purchasing power of money decreases. This
means that the same amount of money that can buy a life insurance policy today will not
be able to buy as much coverage in the future. As a result, people are less likely to buy life
insurance when inflation is high. In addition, inflation can also make it more expensive for
life insurance companies to do business. This is because they have to pay higher interest
rates on their investments, which can lead to higher premiums for consumers. As a result
of these factors, inflation can have a significant negative impact on the life insurance
market. Penetration and density can both decline, which can lead to lower profits for life
insurance companies and fewer options for consumers. The study also concluded that
gross domestic product is the most influencing factor that explains the changes in life
insurance penetration and life insurance density in Nepal.
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Public Sector Leadership Capability
Model: Lessons for Nepal

= Bikalpa Pokhrel
Deputy Director, Nepal Administrative Staff College

The rate of change in the world is unprecedented and leadership in the public sector has
never been more difficult or complex. Leaders in the public sector need to collaborate
across organizational boundaries, sectors, and jurisdictions to address ongoing and
emerging policy concerns and improve service delivery. They have to make room for
innovation in one hand and control the risk and hold themselves accountable for results
on the other.

Nepal has also undergone a drastic political and administrative change from unitary to
federal structure after long vears of struggle and transition period. Federalism is always
a waork in progress and Nepal has just entered the second phase of the system. The initial
five years were challenging and also full of opportunities to institutionalize the changes
and serve for greater good of the people.

The survey of the Nepali People conducted in 2020 shows that an overwhelming majority
of Nepali citizens think that local government is the arm of the state that is principally
responsible for education, healthcare and the maintenance of infrastructure. The citizens
thus have high hopes that the local government will be attributed to delivering the changes
envisioned by them (Giri, Pyakurel, & Pandey, 2020). They have similar expectations from
the provincial and federal government as well. The aspirations of the citizens are thus
increasing and the political and administrative machinery should be able to deliver the
results of social and economic development.

The administrative and political machinery of all the three tiers of government should
work in cohesion like parts of machinery and delivery the results to the citizens. The
public sector leaders should be sensitive towards the greater good, adhere to the existing
laws, policies and regulations and also ensure teamwork and coherence in the different
agencies. In this context of changing Nepal, the public sector employees should equip
themselves with necessary leadership traits in order to deliver the promises. There are
several literatures that talks widely on public sector leadership traits. One of the important
models on leadership traits that needs to be talked about is the OECD Leadership
Capability model.

The Organization for Economic Co-operation and Development (OECD) is a global
organization that works with governments, policy-makers, and citizens to dewvelop
evidence-based international norms and solutions to a variety of social, economic, and
environmental issues, in order to better equip the world for the future (Organization for
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Economic Co-operation and Development, 2023), OECD has specified four leadership
capabilities for public service employees that are needed to address various complex
policy and operational level issues and challenges (Gerson, 2020).

Va 1 u Es__B aSEd =Motivation to create value for sociaty

*Emboding and imparting public service values
Leade rshi P =Managing tensions, trade-affs among competing values

sActively seeking out voices that are underrepresented

i *Creating psychological safety
Open Inclusion N

H i »A future-orientation to skills and competencies
O rga niz atl ona | *Organizational health and development

Stewardship +Trust based distributed leadership

- *lMapping the system: identify and connect to the actors
N Et WOTI I(E d =(re) Framing Goals: build common understanding
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Figure 1: OECD Leadership Capabhility (Gerson, 2020)

This model is a comprehensive model that talks about various dimensions of leadership
capabilities needed for a high performing civil service, The four distinct dimensions of
these capahilities form a baseline or standard to develop leadership skills that ultimately
helps in creating public value.

Values-Based Leadership

The OECD emphasizes the importance of ethics and integrity in the public sector. A values-
based leadership approach ensures that public service employees act in the public interest
and maintain the trust of citizens, One important way to ensure values-based leadership
is to work for public value. Public value refers to the value created by government through
services, laws, regulation and other actions (Kelly, Mulgan, & Muers, 2002). The public
servants need to ensure public value through their decision making and managing the
trade-offs between competing values. The two distinct dimensions - political leadership
and bureaucratic leadership should work complementarily to ensure the value being
delivered to the public. The public value can be created through political astuteness.
Political astuteness, often also referred to as “political savvy"” or “political acumen,” refers
to an individual's ability to understand, navigate, and influence the political dynamics
within an organization or system. It entails recognizing the interests, power dynamics,
conflicts, and alliances that shape decisions and actions. It is essential to both creating
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value and maintaining allegiance to democratic principles [Hartley, Alford, Hughes, &
Yates, 2015).

In the context of Nepal, it is important that public servants maintain high ethics and
integrity and work for the greater good of the public. As per Civil Service Competency
Framework (2018), ethics and integrity are the foundation of competency of civil servants
in Nepal. The federalism in Nepal has just entered into second episode and the challenges
have never been less. The public service employees at all the three levels need to have
political astuteness to create public value and serve greater good of people,

Open Inclusion

The QECD has long championed inclusive growth and governance. Open inclusion ensures
that policy-making is more representative and takes into account the diverse needs of the
population. Open inclusion refers to a leadership and governance style that promotes
diversity, equity, and inclusion. It prioritizes openness in decision-making processes
and ensures that various voices, perspectives, and backgrounds are taken into account.
The inclusion principle should encourage that unheard voices are represented which
means going beyond just being open and diverse and actively inviting and supporting
participation from all, especially those who might typically be excluded.

The Constitution of Nepal (2015) clearly envisions Nepal as an inclusive state and
guarantees the right to equality, social justice and freedom from discrimination to all.
The three tiers of government are working to ensure the social justice and development
envisioned by the constitution. The public service is the mechanism of the state to
implement the policies. So the public service leaders need to have skills to understand
the principle of inclusion and devise various process, methods and mechanisms in order
to ensure the inclusion. A common example is the planning process followed by the local
government. The ward assemblies directly reaches out to the public to hear their voices
and they act upon by encompassing these voices through their annual plans, policies
and strategies. The excluded and unheard voices should be considered while taking any
decisions.

Organizational Stewardship

Leaders who practice organizational stewardship prioritize the long-term health and
sustainability of their organization over short-term gains. They act as caretakers,
ensuring resources are used wisely and that the organization is set up for future success.
In the context of public governance, the OECD stresses the importance of sustainability,
resilience, and strategic thinking. Public sector leaders are stewards of public resources
and trust, and they must ensure these are used effectively for the long-term benefit of
citizens. As the popular saving goes, "leaders develop more leaders”, the public service
leaders need to focus on empowering the team and develop their capahilities to handle
their role effectively and ultimately become able to lead in future.
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The public sector in Nepal is often criticized as being resilient to change and unable to
deliver the promises. The pace of decentralization is slow, and the administrative culture
is not performance-oriented. Incentives are limited and not fully integrated into the
performance, and accountahility is far from over (Singh, 2020). In the same way some
reports point out many inefficiencies in the public sector like low level of motivation of
civil servants, many layers in the decision-making process, weak mechanism to make
individual officials responsible and challenges in adopting new technologies (Bajracharya
& Grace, 2014). While entering into the second episode federalism, there are some positive
changes as well. The public service at all the three levels has their own workforce and
administrative mechanisms. The policy measures are also being adopted in all the levels.
This paves way for public sector to be more future-oriented and the decentralization means
more leaders need to be developed in all the layers who should lead the organization to
perform better within their own jurisdictions.

Networked Collaboration

Networked collaboration is a modern approach to collaboration that transcends
traditional organizational boundaries. It leverages networks of stakeholders, including
other government entities, the private sector, civil society, and international organizations,
to co-create solutions. Given the interrelated challenges of the modern world, the OECD
recognizes the value of collaborative approaches in governance. Networked collaboration
ensures that policy-making is holistic, innovative, and benefits from a wide range of
expertise. The public service leaders must create networks of connections in three
directions: upward to their own management and leadership, outward to players outside
of their own vertical silos, and downward through their organizations [as stewards)
[Gerson, 20201,

Following the restructuring of the state after promulgation of constitution in 2015, there
are various government and non-government entities that public service leaders can
collaborate. In this modern age, there are various private and public agencies that the
leaders need to collaborate in Nepal. This capability also related to political astuteness
discussed earlier. There are various interest groups, NGOs/INGOs, private institutions,
community, public enterprises that are all united by a common goal of social and economic
development in Nepal. Public service leaders thus need to enhance their capability for
collaborations.

Conclusion

The public sectors and administrative machinery are important tools to achieve the goals
set forth by the constitution in Nepal. In this challenging environment, the public sector
thus need to have the right set of capabilities to implement the changes as well. These four
dimensions may not fully be applicable in Nepal or may not conceptualize all the needed
capabilities but the framework of leadership capabilities provide a rich set of insights for




continuous development and improvement in case of Nepal. A comprehensive viewpoint
will be needed to develop senior public servant leadership capacity. In this context the
capacity building institutions need to delve further in this area and find tune their efforts
in the same direction. The public service leadership and the various dimensions is also an
under-researched area in case of Nepal. A comprehensive study of public service, citizen
expectations and political directions will also help develop public service leadership
capability model for Nepal, This model also paves way for developing such a framework
in Nepal.
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Introduction

This is a competitive world, and there are competitions for better performance, better
quality of services and better returns on investment with greater customer satisfaction.
Better performance leads to greater customer satisfaction. This is possible only through
trained and competent workforce in an organization. The world is becoming smaller
due to globalization making us feel that we are living in a global village. Similarly, our
businesses are expanding to every corner of the world due to significant advancement
in information communication technology (ICT). Due to globalization and ease of travel
and mobility, customers' interests and needs are also changing rapidly. Therefore, citizen-
centric organizations must be competitive to provide better services, grow and sustain;
and this is the challenge to every organization whether it is a public organization or a
private one. This article tries to highlight the importance of T&D in public organizations,
but equally important to note is that miracle doesn't occur by fate; organizations must
strive for it.

Now-a-days, training and development have been accepted as one of the important and
inseparable dynamics in most of the organizations for their sustainable growth and
development, because they are essential for capacity enhancement of the human resources
that are expected to demonstrate desired performances in their respective competency
areas. This will ultimately have a significant effect on the success of an organization by
improving employee performance (Mozael, 2015).

Likewise, training and development have become ongoing phenomena in private and
public organizations because employees need to be regularly updated on innovative
knowledge,information andskills. Thereisacompetitive advantage for those organizations
that incorporates training & development into their planning and implement it for
organizational growth and sustainability; and also whose employees possess updated
knowledge and skills (Drucker, 1999). On the other hand, there is significant positive
relationship between employee training & development and the employee performance
(Sohail et al., 2014; Sultana et al,, 2012).

In recent times, organizations need to understand that service seekers are smart and they
expect fast, reliable, effective and efficient services from the organizations. Therefore,
organizations should internalize the competitive advantages of training and development
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and train their employvees to understand and fulfill the interests, needs and expectations
of the customers and service receivers (Niazi, 2011). This article aims to discuss the
advantages and long-term impact of training and development for public organizations
along with the training, concept, goals, characteristics, and rationale for conducting
effective training and development programs.

Training and Development Concept

Training and development concepts are not only being discussed in organizations but
are also being integrated into organizational planning as an essential component and a
regular intervention. People understand and define training in different ways. However,
training is of vital importance in any business or organization. According to Salas et al,,
[2006), training is the systematic process of altering the behaviors and/or attitudes of
employees in a direction to attain organizational goals and objectives. The term training
emphasizes the development of knowledge, skills and attitude (KSA) which organizations
expect for better performance in their organizations. Training is one of the mostimportant
organizational dynamics which constitutes the pivot for organizational survival, Training
is also viewed as an integral part of the process of total quality management which
mainly occurs as a result of needs of the organization which is identified after thorough
performance appraisal.

Tonhduser and Biker (2016) stress on the essential function of training to address a
discrepancy between the current performance of the employee and what is expected of
them. Therefore, training is referred to as a matter of prime concern and attention by any
businesses or organizations which realize that employee training is an essential element
to correct deficiency in performance and increase efficiency, effectiveness and guality in
performance,

Some training experts go beyond the boundaries of the organization and recognize the
far-reaching benefits of the training and development to society and the nation. In this
regard, some experts argue that training efforts produce improvements in the quality
of the country’s labor force, which ultimately contributes to national economic growth,
Meanwhile, some training professionals draw attention to training needs assessment
to ensure effective and need-based training design and delivery, because sometimes, it
may be an expensive and time-consuming intervention. Similarly, a thoroughly planned
training evaluation ensures that the interventions yield an expected return on investment.
According to Kirkpatrick (2006), training can be evaluated at four levels: participants'
reaction, gain in KSA, performance on the job and organizational results. The first two
levels are easier to measure because they can be ohserved or tested immediately after the
training while the evaluation of the other two levels of training will take time and might
not be easier.
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Training Intervention Types

Generally, training programs are structured and designed according to the organization's
needs and availability of the time and resources. However, some training programs are
content-specific and may require longer time-frames, costs and other resources. Tailor-
made (customized) training programs of short duration are designed to cater to the
organizational needs and interests. Other than customized training programs, there
are short orientations, inductions, seminars and workshops to build the capacity of the
employees. Besides, there are some more training intervention types such as: (a) pre-
service training (entry level knowledge and skills focused, priorto startingajob, atlearner’s
cost), (b) in-service training ((job-related, organization sponsored and K/5 focused), (c)
formal training (longer duration, structured instruction with recognized award), (d)
non-formal training (semi-structured instruction, award may not be recognized), (e)
informal training (unstructured instruction, short-term and on trial and error basis),
() apprenticeship training (long-term enterprise-based under a master craftsman), (g)
internship (industry based short term), on-the-job training [under in-service training,
may be structured instruction under a skilled workman).

Training and Development Characteristics

Effective training and development interventions are based on employees' and
organization's needs and objectives. Hence, time and cost invested in a need-based
training can be justified. Training interventions, short in length to several days/months,
will have clearly defined objectives for organizational benefits; will be implemented for
employees’ competency enhancement and organizational goals; employees’ motivation
towards training and organization; learning builds on existing knowledge and skills of
the employees and ensures a positive change in the trainee's repertoire of skills (Blume
etal, 2010).

Why T&D and Why Not?

In recent times, both public and private organizations consider training and development
as an integral part of the process of total quality management. Most organizations
have set up a separate T&D department to plan and execute all T&D activities of the
organization. However, organizations should carefully make decision about the training
and development activities. Sackett and Mullen (1993] stress on the need for making
training needs assessment (TNA) aligning with the goals and objectives of the organization
before making a training decision because it may incur a sizeable amount of investment
and other resources. Similarly, it is also suggested that organizations should assess the
training effectiveness while integrating T&D into the strategic plan of the organization.

The answer to "why training' is much described earlier, nevertheless, we must ensure that

training and development interventions must have specific objectives directed towards
achieving the organizational goals and customers’ or services seekers’ satisfaction in
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both public and private organizations through effective employee performance.

Along with an investment, training is a technique to increase skills, knowledge
and/or attitude; a technique to improve human performance; and a technique to improve
organizational results Salas et al. (2006). However, it is often reminded that the impact
of the T&D interventions should go beyond and contribute to the society and the nation.

If training programs are not purposefully designed and implemented, that will be a sheer
wastage of organization’s money, time and resources. If a training opportunity is given
or taken as a reward to an employee which apparently doesn't match with his job-roles,
that will be a complete wastage of money and resources. Similarly, training should not be
a disciplinary measure to punish or take action against an employee. Training programs
should not be considered as a vacation substitute. Sometimes, organizations spend
money, time and resources just to utilize their vacation or slack business time. Likewise,
we should understand that training is not a solution to all problems, so the organization
must identify the employees’ performance problems and apply remedies accordingly. For
instance, an employee may have low motivation to work due to lack of good working
environment and support from his supervisor, peers/colleagues. In such cases, training
is not a solution. In this regard, Sanchez et al, [2021) stresses that all officials in an
organization should be educated regarding matters such as incentives, motivation, peer
relationship etc. that affect employees and working environment.

Advantages of T&D in Public Organizations

Training and development play vital roles in equipping and enhancing K5A in the
employees to achieve organizational results through better performance and with greater
customer satisfaction. It proves to be an important parameter in an organization for
enhancing the ability of the workforce. Elnaga and Imran (2013) state that employees
are the 'blood stream’ of any business and most precious asset for any company as they
can build up or destroy its reputation and help boost the company's profitability. Training
and development intervention has numerous benefits for organizations, stakeholders as
well as employees and we discuss, hereunder, some outstanding benefits for the public
organizations and the employees.

a. Enhanced KSA, Competencies and Performance: T&D enhances knowledge,
skills and attitude of the employees building high level of confidence to
perform given roles and responsibilities effectively and efficiently. In addition,
employees develop their knowledge and garner job related critical set of skills
and enhance employability skills to ensure future career, too. Kraiger et al.
(2002) states that training and development enhances employee performance
and reveals that there is a significantly positive difference in results between
employees with pre-training and no-training at all.

b. Customer Satisfaction, Self-Satisfaction and Low Turnover: Training and
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development positively affect organizational performance and that leads to
greater customer satisfaction. Well trained employees handle customers and
service receivers with good manner and etiquette. Many organizations claim
thatorganizationsand companiesthatare organizing training and development
programs for their employees are achieving high level of employee satisfaction
and low employee turnover.

Keeping Pace with New Changes: Public and private organizations need to
update their employees according to new innovations and changes, and for
this, training and development are essential.

Employee Retention: Employees that are given training and development
opportunities, mutually agreed upon based on the needs and interests, are
less likely to leave their organization. Moreover, continuous training and
development opportunity to employees, experts agree, is the key to retaining
skilled employees, which may also save a huge amount of money and resources
that might be required to recruit and train new staff.

Awareness about Policies and Goals: Training and development intervention
ensures that employees are aware of the organization's goals, objectives,
policies and targets. Through T&D, they are aware of theirroles, responsibilities
and what is expected of them in the organization.

Leadership, Accountability and Decision-Making: According to a study, around
79% trained employees develop leadership, decision-making qualities in
them; and always feel accountable to their roles and responsibilities.

Employerand Employee Relationship: Through T&D, most public organizations
are successful in maintaining cordial relationship with their employees.
Employees who do not have good relationship with their employers work
under certain level of stress. According to a study, about 73% employees agree
that a well and mutually planned T&D intervention helps reduce employees'
stress level,

Faults and Waste Minimization: According to a study, 81% employees agree
that well-trained employees are able to reduce many operational faults and
wastes at their workplace.

Scope for Internal Promotion: One of the key advantages of training and
development is that employees develop themselves internally and make
themselves eligible for internal positions and promotions. This is a cost
effective solution for organizations as hiring new employees is an expensive
affair. Moreover, existing employees are already well acquainted with the
organization's goals, strategies and work culture.

Employee Motivation and High Morale: When employees are assured that
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their employers particularly pay attention to their capacity building and are
helping them to improve their skills and knowledge base, they feel motivated
and this increases job satisfaction and boosts their morale.

Conclusion

This article primarily focused on some of the noted advantages of T&D which are crucial
for public organizations. The article also tried to highlight on some training concepts,
purposes, T&D types along with a few key recommendations for training development in
public organizations. In view of the key, T&D concepts discussed above, it can be concluded
that training leads to performance improvement and that leads to better organizational
benefits/results. For any of the organizations whether it is public or private, training is,
undoubtedly, an important intervention and it is worthwhile and meaningful to invest in
employees. The ultimate target of every T&D program is to add value to human resource
by making them more effective and efficient. These days, training and development
activities are being integrated into organizational planning and have become increasingly
vital to the success of public organizations.

On the basis of the above discussion, this article contains a few recommendations: (1) All
organizations should incorporate training and development as important components for
employees' capacity development further leading to organizational growth, development
and sustainability. (2) T&D activities should not be planned and executed on ad hoc basis,
rather it should be need-based and well planned, designed and implemented according
to the organizational goals and objectives. (3] It is strongly advised that training needs
assessment be conducted before designing and implementing any T&D activity. (4)
Organizations must allocate required amount of budget for T&D interventions. (5) It is
important to evaluate the effectiveness of the T&D interventions to identify any shortfalls
in training and improve them in future.
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Perks and Challenges of Working with
International Companies
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In today's globally connected society, the idea of work culture and work force has
completely changed. Thanks to globalization, as it has changed our old assumptions of
where and how we work. The idea of working for an international company where your
boss or manager is from a different country has become increasingly commaon. Businesses
are extending their reach across borders as Nepal and other nations continue to embrace
globalization, creating a diverse and dynamic workplace. Like myself, many people have
ventured into the global employment, where the manager and boss may be situated
hundreds of miles away. This particular experience has opened the doors to a world of
opportunities for learning and development. From celebrating 4th of July at your desk to
late-night meetings with coworkers on the opposite side of the world, it's an exhilarating
voyage full of unusual encounters. Such environment offers you a passport to the various
cultures and ideas of the world where you can learn, adapt, and develop. In this article,
we'll look at the complexities of dealing with foreign companies, where the boundaries
of possibilities are endless. We will study both the benefits of international cooperation
and the difficulties that must be overcome along the road.

Exposure to diverse perspective is one of the most important benefits of working for
a multinational corporation. Your grasp of the global corporate environment can be
improved by interacting with coworkers from other cultural backgrounds, which can
also inspire original problem-solving. You are exposed to a wide range of perspectives,
customs, and traditions, which enrich your daily interactions. You might be working
on a project with a team in London one day and working with coworkers in Tokyo the
next. Every day at work is a fascinating journey due to the range of backgrounds and
viewpoints, which is like a mosaic of cultures and ideas. Your coffee breaks are a cultural
melting pot, with topics ranging from Bollywood blockbusters to Oktoberfest tales and
the skill of perfecting sushi rolls. Beyond cultural enrichment, working with multinational
companies improves your communication and negotiation skills. You might learn a new
language or improve your knowledge of foreign business procedures. Your language and
interpersonal abilities will improve significantly, whether it's picking up a new word from
a coworker or interpreting the subtle nuances of nonverbal communication.
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Another beautiful perk is professional growth. International businesses frequently invest
considerably in employee development. They provide intensive training, leadership
chances, and the opportunity to work on complicated, cross-border projects. This
dedication to professional development can help you improve your career more guickly
than you might at a national company. | can vouch for this as | myself got the chance
to be a part of the finance seminar in Dubai last year. The program included leadership
development activities from top leaders which was truly life changing experience for my
career growth. International companies also offer competitive compensation packages.
Benefits like as better wages, performance bonuses, stock options, and comprehensive
health insurances and retirement plans are frequently included in these packages.
The benefit packages are often focused to support work life balance. Furthermore,
such businesses have HR practices of global standard. These regulations are precisely
constructed to assure justice, equity, and adherence to international labor laws. From
clear instructions on promotions and performance assessments to transparent grievance
solving methods, these policies cover it all. This level of clarity and consistency in HR
policy encourages employee confidence and fosters a sense of justice inside the company.
As a result, Employees can expect a more systematic and consistent approach to many
aspects of employment, such as recruitment, performance appraisal, and compensation.

Ultimately, the benefits of working with multinational organizations extend beyond the
professional domain; they significantly impact employees’ personal lives and well-being.
As the global business landscape evolves, international corporations continue to be at
the forefront of creating inclusive, supportive, and dynamic workplaces that attract and
retain top talents from around the world. However, this global workplace comes with its
own challenges as well.

While cultural diversity is a perk, it can sometimes bring in the trouble as well,
Differences in communication styles, work habits, and business etiquette can lead to
miscommunications and misinterpretations. To sustain good professional relationships,
it is critical to be culturally aware and adjust to varying expectations. In such case,
companies can organize regular cross-cultural communication events and seminars
in order to foster a more inclusive and peaceful work environment. We can encourage
the employees to share their cultural experiences and ideas to foster the environment
of empathy and understanding. Dealing with time zone differences is another major
problem when working with overseas companies. Meetings and contact with colleagues
or clients in different regions of the world can be difficult to coordinate. To accommodate
worldwide collaboration, it is often necessary to be flexible and willing to alter vour work
schedule. However, companies must establish explicit norms and processes for meeting
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scheduling and communication across time zones, Coordination can be simplified by using
scheduling software that automatically alter meeting hours based on participants’ time
zones. We can also consider rotating meeting schedules to more equally divide the burden
ofinconvenient hours among team members, Language differences can cause a significant
gap in comprehension, resulting in miscommunications and delayed productivity. Even
when English is the primary language of communication, nuances in accents, vocabulary,
idioms, and colloquialisms might be difficult to understand. These misunderstandings not
only impact project timeline, but also demands an extra effort to clarify and coordinate
on objectives. It is crucial for companies to use translation tools when necessary, and
also cultivate open communication to ensure everyone is on the same page. Furthermore,
proper documentation and written communication will be helpful in bridging language
gaps and reducing the possibility of misunderstandings.

When working with multinational companies, there is also a significant hurdle in terms
of legal and tax compliance. Complying with local rules and taxation can be a complex and
tedious challenge. Each country has its own set of rules and laws, which might vary greatly
from one jurisdiction to the next. Navigating the complex web of regulatory obligations
may be time-consuming and expensive for both employees and the organization. To
overcome this issue, multinational corporations frequently employ dedicated legal and
finance teams to ensure compliance with local laws and tax requirements. Employees may
be given training and assistance in navigating these challenges. However, it is a persistent
trouble that demands continuous awareness and adaptability to changing regulations,
particularly in a nation like Nepal where the laws and regulations are highly volatile.
Working for an international company often involves travel and, in some situations,
relocation. While the prospect of traveling and working overseas is undeniably interesting,
it is not without its hurdles, notably in terms of visa and paperwork needs. Obtaining
the proper visas and completing the associated paperwork can be time-consuming,
confusing, and unpleasant at times. Also, Frequent travel might also cause work-life
balance challenges. In such cases, companies must create a centralized department or
team inside the organization to handle visa and relocation requirements. This team will be
responsible to help employees with visa applications, provide documentation guidance,
and speed the relocation process. Having professionals in this field can minimize the
administrative strain on employees greatly. We can also hold pre-assignment briefings for
employees who are relocating or traveling internationally. These seminars should include
information on visa procedures, cultural issues, and logistical details such as lodging
and local support. Giving staff a clear knowledge of what to expect can help to lessen
anxiety and speed up the relocation process. If we provide flexible work arrangements,
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such as remote work choices or flexible hours, this will highly assist employees in better
managing their personal and professional duties.

Working with foreign companies is a tremendous asset in today's increasingly
interconnected society. It provides individuals with the opportunity to prosper in a
worldwide workforce by opening doors to a variety of opportunities and experiences
presenting limitless possibilities for personal and professional development. Exposure
to many cultures, multinational HR policies, and a dedication to inclusion and employee
well-being all contribute to an atmosphere in which talent thrives and innovation soars.
Yes, there are some challenges with navigating cultural diversity, time zone differences
and language barriers. Compliance with complex legal frameworks and taxation
regulations can be a difficult endeavor, and the logistics of travel and relocation usually
require tremendous efforts. Yet, within these challenges lie opportunities for resilience
and adaptability. The challenges become stepping stones toward greater success through
increasing cultural awareness, optimizing administrative processes, and prioritizing open
communication. It is ultimately a rewarding experience where the rewards outweigh the
challenges. It's a path that allows people to hone their abilities, extend their experiences,
and contribute to a global fabric of invention and collaboration. 5o, whether you're already
navigating the global workplace or thinking about doing so, embrace the adventure, learn
from the challenges, and enjoy the benefits of working with multinational corporations.
Your adventure will surely be gratifying as well as transforming.
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Navigating Office Politics for Success in
Nepalese Organizations

s

= Suman Kharel } |
Investment Analyst, NIBL Equity Partner “‘_l

We can be in our dream job in an organization, thinking to make a real impact. As we
navigate our daily tasks and interactions, we notice something lurking beneath the
surface—a complex web of relationships, power struggles, and unspoken rules. It is like
stepping into a maze where every move can advance or hinder our career. Welcome to the
world of office politics, a universal phenomenon affecting employees worldwide. Office
politics, in essence, is a behind-the-scenes game of influence, alliances, and strategic
navigation within an organization. Office politics can be a subtle yet influential force. It
often manifests as bureaucratic red tape, favoritism, and the sway of external stakeholders.
It is an inescapable part of working in organizations. It is a reality in organizations in
every sector.

Office politics, often viewed negatively, is an inherent part of the corporate landscape in
MNepal, just as it is in organizations worldwide. While it may have a negative connotation,
it is crucial to recognize that office politics is not inherently wrong. Understanding the
impact of office politics and learning to navigate it is crucial. It can be a valuable tool
for career advancement and achieving personal and professional goals if managed
effectively. Like their global counterparts, Nepalese organizations are a complex web of
interpersonal relationships, power dynamics, and competing interests. Office politics,
while often unavoidable, can have a significant impact on individuals, teams, and
organizations as a whole. This article delves into the intricacies of office politics within
MNepalese organizations, providing insights and strategies to help individuals navigate this
dynamic landscape for success.

Dimensions of Office Politics

Understanding the dimensions of office politics in the context of Nepalese organizations
is vital for effectively navigating this complex outlook. Cultural values, interpersonal
dynamics, and power structures unique to Nepal shape these dimensions. They encompass
the following:

Hierarchy and Respect for Authority:

Nepal has a strong cultural emphasis on hierarchy and respect for authority figures.
This hierarchical structure often translates into office politics, where seniority plays a
significant role. One's position within the hierarchy frequently influences decisions and
promotions.

Networking and Relationships:
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Building solid relationships is essential in Nepalese organizations. Connections formed
through networking can significantly impact career advancement and decision-making
processes,

Face-Saving Culture:

In Nepal, maintaining a face or reputation is crucial. This cultural aspect often leads to
indirect communication and avoidance of confrontational situations. Office politics may
manifest subtly to save face and avoid direct conflict.

Group Dynamics:

Nepalese organizations often have tight-knit groups or cliques that influence decisions
and create a sense of belonging. Navigating these group dynamics is essential for success.
Commonly seen office politics practices in Nepal are:

Favoritism:

When supervisors or managers consistently show preferential treatment to specific
employees based on personal relationships or other non-merit factors, it creates a
perception of unfairness and fosters office politics.

Hidden Agendas:

Employees who manipulate situations to further their personal interests or career goals,
often at the expense of others or the organization, engage in office politics. They may
subtly undermine colleagues or projects to advance their agendas.

Information Hoarding:

Some individuals may withhold essential information or data from their colleagues to
gain a competitive advantage or to maintain control over a particular aspect of their job.
This can hinder teamwork and collaboration.

Sabotage:

Deliberate acts aimed at damaging a colleague’s reputation or work can be a manifestation
of office politics. This might include spreading false rumors, undermining projects, or
taking credit for others' achievements,

Cliques and Alliances:

In Nepalese organizations, tight-knit groups or cliques often form. These groups can
influence decision-making, create divisions among employees, and make it challenging
for outsiders to participate effectively.

Bureaucratic Delays:

Some employees may use bureaucratic processes to slow down decision-making or
impede the progress of projects, especially when they feel it does not align with their
interests.
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Influence of External Stakeholders:

External parties, such as clients, suppliers, or industry partners, can exert undue influence
on internal decisions. This can result in office politics as employees navigate conflicting
interests,

Selective Communication:

Employees may communicate certain information only to select individuals or groups,
excluding others. This selective information sharing can lead to misunderstandings and a
lack of transparency.

Undermining Superiors:
In hierarchical organizations, some employees may attempt to undermine their superiors'
authority to position themselves for promotions or recognition.

Negative consequences of office politics

Office politics often leads to detrimental consequences within organizations. It can erode
morale, foster a toxic work environment, strain relationships, hinder collaboration, stifle
innovation, and even lead to high turnover rates. These adverse outcomes can hamper
productivity, damage reputations, and ultimately impede an organization's growth and
success. Some of the consequences of office politics are:

Decreased Morale and Job Satisfaction:

Office politics can create a toxic work environment where employees feel undervalued
and demotivated. Negative interactions, favoritism, and a lack of transparency can erode
morale and job satisfaction.

Increased Stress and Anxiety:

The stress associated with navigating office politics can take a toll on employees’ mental
and emotional well-being. Constantly worrying about one's position, reputation, or
colleague relationships can increase anxiety.

Deteriorating Relationships:
Office politics can strain relationships among coworlkers. Trust can erode when individuals
perceive their colleagues as engaged in manipulative or self-serving behaviors.

Decline in Team Collaboration:
Individuals' prioritizing personal gain over teamwork can lead to declining collaboration
and cooperation. Team projects may suffer, impacting overall productivity and outcomes.

Reduced Innovation and Creativity:
An environment fraught with office politics may stifle creativity and innovation. Employees
may be less inclined to share new ideas or take risks if they fear potential repercussions.

High Turnover Rates:
Employees who feel marginalized or unfairly treated due to office politics are more likely
to seek opportunities elsewhere. High turnover rates can be costly for organizations
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regarding recruitment and training expenses,

Inefficiency and Decision Delays:

Decision-making processes can become inefficient as office politics influence choices.
Organizations may experience delays in implementing critical initiatives, which can
hinder progress.

Loss of Talent and Expertise:

Valuable employees with unique skills and expertise may leave an organization due to the
adverse effects of office politics. Losing such talent can impede an organization's growth
and competitiveness.

Reputation Damage:

Engaging in office politics, especially unethical behavior, can damage an individual's
reputation within and outside the organization. It can hinder career advancement and
future opportunities,

Erosion of Organizational Culture:
Office politics can corrode a healthy organizational culture built on trust, transparency,
and fairness. A negative culture can repel potential talent and hinder long-term success.

Wasted Time and Resources:
Dealing with office politics can divert employees' time and energy away from productive
work. This can result in wasted resources and missed opportunities,

Legal and Ethical Risks:

Unethical office politics can expose organizations to legal and ethical risks. Discrimination,
harassment, or favouritism can lead to lawsuits and reputational damage.

Loss of Organizational Focus:

When office politics take centre stage, the organization's mission and goals may become
secondary. Focusing on personal agendas can divert attention from the overarching
objectives.

Lack of Accountability:
In politically charged environments, accountability may suffer. Individuals may escape
consequences for their actions, fostering a culture of impunity.

Difficulty Attracting Talent:
Organizations with a negative office politics culture may need help attracting top talent.
Prospective employees may seek employers with healthier workplace environments.

Strategies for Navigating Office Politics in Nepalese Organizations

Navigating office politics requires a multifaceted approach. Understanding the outcomes of
office politics mentioned above underscores the importance of addressing and mitigating
its adverse effects within organizations. Promoting a culture of transparency, fairness,
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and ethical conduct can help minimize the adverse consequences while fostering a more
productive and harmonious workplace. Drawing from experience, seasoned professionals
in organizations often develop strategies to thrive within this landscape. Their expertise
allows them to excel despite the political undercurrents, while their authoritativeness
helps them cut through the noise. To thrive, one should embrace experience, expertise,
authoritativeness, and trustworthiness.

A simple way to deal with this maze is by building relationships based on mutual respect
and trust, focusing on the expertise to become indispensable, and demonstrating firm
trustworthiness; one can navigate the maze of office politics successfully. Employees
should think of it as mastering the art of sailing through rough waters, and they will
emerge more robust and influential within their organization. We can pinpoint the
following strategies to power through office politics.

Build Strong Relationships:

Networking is highly valued within Nepal's workplace culture. Taking the
initiative to establish meaningful connections with colleagues, supervisors, and
higher-ups can be beneficial. Participation in organizational events, engaging
in casual conversations, and displaying genuine interest in the lives and work
of colleagues are ways to foster professional relationships and access potential
opportunities.

Demonstrate Respect for Hierarchy:
While building relationships with colleagues at all levels is crucial, showing respect for the
hierarchical structure is equally important. Mindfulness towards seniority and authority
figures should be a priority, addressing them with the appropriate level of respect is a
fundamental aspect of workplace interactions.

Master the Art of Indirect Communication:

Navigating the face-saving culture involves honing practical communication skills. This
includes becoming adeptat providing constructive feedback and expressing disagreements
in a non-confrontational manner.

Stay Informed:

In Nepalese organizations, informal networks play a crucial role in information sharing.
Staying well-informedaboutorganizational changes, upcoming projects,anddevelopments
in the field is valuable. Being in the know can contribute to making informed decisions.

Adapt to Group Dynamics:

Recognize the influence of cliques and alliances within the organization. Adapt your
approach and behavior to align with the prevailing group dynamics while staying true to
your values and goals.
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Stay Ethical and Professional:

Recognizing the influence of cliques and alliances within the organization is essential.
Adapting one's approach and behavior to align with prevailing group dynamics while
staying true to personal values and goals can be a strategic move.

Seek Mentorship:

Finding a mentor within the organization who can provide guidance in navigating office
politics is valuable. Mentors offer insights and assist in making informed decisions about
one's career.

Communicate Your Goals:

Transparency regarding career goals and aspirations with supervisors and colleagues
fosters clear communication. This can assist others in understanding motivations and
may create opportunities for collaboration or advancement.

Stay Resilient and Adaptable:

Office politics can be challenging and even frustrating at times. Staying resilient, adapting
to changing circumstances, and remaining focused on your long-term goals is essential.

Continuous Learning:

Office politics can present challenges and occasional frustrations. Maintaining resilience,
adapting to evolving circumstances, and remaining focused on long-term goals are
essential strategies for success.

Office politics is an inevitable part of working in Nepalese organizations, as it is
in organizations worldwide. However, understanding Nepal's unigue cultural and
organizational dynamics can help individuals navigate this landscape more effectively. By
building relationships, respecting hierarchy, mastering indirect communication, staying
informed, and staying ethical, employees can leverage office politics to advance their
careers and achieve their goals. While the path may be challenging, success in Nepalese
organizations is attainable with the right strategies and mindset. For individuals aiming
to make a meaningful impact, understanding its nuances and learning to navigate its
challenges are imperative.
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Climate Change and
Future of Economy 5

7. Aditya Acharya ’/
M.Sc. Agriculture and Forestry - University of Eastern Finland, Finland =, ;

Introduction

Climate change, also interchangeably understood as global warming, is currently a hot
topic worldwide. We have seen and heard about the increasing trends of extreme climate
events like flashfloods, wildfires, landslides, and droughts. And such extreme climate
events, which are the results of climate change as scientists have conflirmed, have made
many impacts in environmental, socio-cultural as well as economic aspects. Hundreds, or
even thousands, of infrastructures get damaged each year due to floods and landslides,
production decreases because of extreme rainfall or drought, and hundreds of lives are
lost due to such extreme events annually. This shows that the climate change impacts on
economy, among other sectors, is huge.

To minimize the impacts of climate change, two aspects need to be understood first:
mitigation and adaptation. Mitigation refers to those activities that limit the rise in
temperature, The temperature rise is caused hy the emission of what we call Green House
Gases (GHGs) into the atmosphere, carbon dioxide being the major one, And such GHGs
are emitted mainly by burning of fossil fuels, even though there are other activities that
emit those GHGs, If the burning of fossil fuels is reduced, the emission of GHGs and their
accumulation in the atmosphere is reduced and the temperature rise does not occur. This
is called the mitigation of climate change.

But for our lives to continue, we need to use tossil fuels. We need them to drive our vehicles,
to use them for the production of goods in industries, to keep our houses warm during
winter and so on. In a highly mechanized, capitalist world, it is practically impossible to
stop the use of such fossil fuels as the machines need energy to work which are primarily
designed to work with energy powered by fossil fuels. And since the massive use of the
fossil fuels started when the industrial revolution occurred, a lot of GHGs already got
accumulated in the atmosphere. Those GHGs accumulated in the earth's atmosphere
acted as a blanket and trapped heat within the atmosphere causing the temperature of
the earth to rise. And the result is the current state of climate change. So, we need to
get prepared to face and to live with those impacts that are occurring because of climate
change. Strategies and actions to cope with and to face such negative impacts is called
adaptation in climate change sphere.
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Mitigation or adaptation?

If no emissions of GHGs is made, there's no climate change. Mitigation is like the prevention
of disease and adaptation is like the cure after the disease occurs. So, which one is better?
Of course, mitigation because it prevents the problems. But in practical world using no
fossil fuels and emitting no GHGs in the atmosphere does not work because life cycle
as well as the economy cannot stop. In highly industrialized, developed countries, their
whole economy is dependent on the use of such fossil fuels. Imagine having no buses
or cars or any vehicles that need oil to run! That is where the problem begins. Our lives
become very difficult without the use of fossil fuels. But the use of those same fossil fuels
is again causing climate change which is making our lives difficult!

The main problem here is the human greed. As already stated, the whole economy in
developed countries is dependent on fossil fuels and those countries do not want to reduce
their economic growth. They compete with each other ta increase their economic growth,
which is no wonder in the capitalist world though. And they mined and burnt so much
tossil fuels to keep their fossil-fuel-dependent economy growing that the accumulation
of carbon dioxide, that arises from burning those fuels, started causing the problem of
climate change. So much emissions have already been made that even if they stop using
the fossil fuels right now, which would completely collapse their economy, and hence that
is not going to happen, the problem of climate change does not stop. 5o, people are looking
for strategies now to live with the impacts of climate change with minimum damages.
That is why adaptation to climate change is also important for the time being. Hence,
mitigation is essential to reduce the pace of climate change and to reduce the severity of
its impacts in the future whereas adaptation is also essential to cope with the impacts that
have already occurred.

Negligible role, greater losses

The amount of GHGs Nepal emits annually is less than 0.5% of the total global emissions;
itis 0.027% according to the data of the government of Nepal. Despite this negligible role
in causing climate change, Nepal suffers a lot. As an example, an estimated 585 million US
dollars of losses occurred because of the flood events in 2017 AD alone. Such events have
been occurring and creating havoc in the country annually. Additionally, wildfires have
been destroying large areas of forests, landslides have been sweeping the road sections
and even villages, drought has been exacerbating the scarcity of water contributing to
agriculture production losses to name a few. These impacts are hitting the economy hard
and are going to do so even more in the future because scientists predict that such extreme
events are going to be more frequent in the years to come under current scenarios.
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The future of economy

We have seen now that there is a huge economic loss each year due to the extreme events
caused by climate change. And there are scientific reports that state that the intensity
and frequency of such events is increasing than in the past. Hence, without significantly
improving our adaptive capacity, and without creating climate resilient infrastructures, it
is very likely that the climate change takes a higher toll in Nepal's economy in the future. A
report by Asian Development Bank (ADB) states that extreme climate events could cause
a loss equal to 10% of Nepal's annual Gross Domestic Product (GDP) by 2100 AD.

Nepal's negaotiation agendas in international climate change conferences such as the
Conference of Parties (CoP) to the United Nations Framework Convention on Climate
Change (UNFCCC) have always been about adaptation to climate change. More than a
decade ago, in Col’17 in 2011 AD, Nepal was telling that it did not have enough financial
and technological resources to fight with the impacts of climate change and that it had
a low adaptive capacity. And now, even after getting millions of dollars from donor
countries and organizations like the Green Climate Fund, the World Bank, and the Asian
Development Bank in the name of climate action, be it in the form of loans or grants,
Mepal is still raising the same agenda saying that its adaptive capacity is low and that it
does not have enough financial and technological resources to adapt to the climate change
impacts. There are no strategies on how to make the top GHG emitters reach net-zero
emission targets soon. Since the same industrialized and developed countries are still
emitting a large amount of GHGs at the present, we will need a huge amount of money, a
lot more than we need now, for adapting to the negative impacts of climate change. And
with limited resources we will not be able to do that only on our own. We will need large
sums of money, either in the form of aid or loans, to make all our sectors climate resilient.
This shows that we will be more and more donor dependent in the coming years in the
climate economy sector at least.

How to correct the course?

Even with the large amount of aid that is already spent for climate action, we have not
seen satisfactory progress. One of the problems is that of governance. Because, unless we
have effective governance and an effective system that will correctly identify the areas
for investment to create a climate resilient environment, we are not likely to achieve the
expected results. So, firstly, improving our own governance and our institutions is a must.
Secondly, Nepal should strive to create strategic and diplomatic pressures to the top GHG
emitting countries to stop the emissions so that the impacts may decrease to some extent
in the future. With reduced impacts, it will be easier to cope with them. Also, when the
intensity and the frequency of extreme events decrease, the losses are likely to be lesser.
This reduces the burden of reconstruction of infrastructures destroyed each year and the
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resource saved can be utilized for other areas of development. For this to happen, Nepal
needs to start raising mitigation focused agendas in all international climate change
negotiation forums, Since it is unlikely that the voice of individual countries gets enough
attention in such forums, Nepal may need to create an alliance of the Least Developed
Countries (LDCs), which it is also a member of, including other countries which face equal
threats due to climate change and raise a collective voice. Because, if we do not stop the
top GHG emitting countries from committing the same acts they did in the past - emitting
huge quantities of GHGs - our economy is sure to suffer more in the future.

South Asia. Mandaluyong City, Philippines: Asian Development Bank, 2014, (https://www.
adb.org/publications /assessing-costs-climate-change-and-adaptation-south-asia)

2. Second MNationally Determined Contribution [NDC), Government of Nepal, 202Z0.
[https://climate.mohp.gov.np/30-manuals/167-second-nationally-determined-
contribution-ndc-gon-2020)

3. Bhattarai P and PM. Singh. Loss and Damage in Nepal. Prakriti Resources Centre, Nepal,
2020.
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Nepal's LDC Graduation and Its Aftermath:
Implications for Insurance Sector

@@ Shraddha Shrestha
Deputy Director, Nepal Insurance Authority

Background

Least Developed Country graduation refers to a process where a country transitions from
the status of a least developed country to a developing country. It signifies an improvement
in the country's socio-economic indicators, such as income per capita, human assets and
economic and environmental vulnerability,

In Nepal's journey beyond the status of a Least Developed Country (LDC), insurance
emerges as a vital tool that transcends mere risk coverage. It acts as a catalyst for stability,
growth, and resilience across various sectors of the economy. A well-developed insurance
industry can pave the way for a smoother LDC graduation and sustained development,
ensuring that Nepal's progress is both secure and inclusive. Recognizing the multifaceted
role of insurance and fostering a supportive regulatory environment for its growth can
significantly contribute to Nepal's aspirations of becoming a developed nation.

LDC graduation brings both opportunities and challenges for the Nepalese insurance
industry. On one hand, it indicates positive economic growth, increased income levels, and
improved living standards, which can potentially lead to higher insurance penetration.
On the other hand, it requires the insurance sector to adapt to changes in the business
environment, regulatory frameworks and customer preferences.

Existing Scenario

Between March 5 and March 9, 2023, the United Nations hosted its fifth conference
focused on the Least Developed Countries (LDCs) in Qatar. Within this event, Nepal took
the opportunity to present its achievements in development and its envisaged path to exit
the United Nations' LDC list by 2026. Remarkably, Nepal has already fulfilled two out of
the three essential criteria for this transition. The forthcoming transition from LDC status
holds remarkable importance as it marks Nepal's progression after being on the LDC list
for five decades. This accomplishment serves as a clear indication of Nepal's substantial
strides and resolute advancement towards its developmental ambitions.

The Committee for Development Policy (CDP) under the United Nations performs
triennial evaluations to evaluate the present state of Least Developed Countries (LDCs)
and provide recommendations for tackling crucial matters. During the 2021 review
session, the Committee evaluated Nepal's situation and formally recommended for Nepal's
graduation from LDC category, based on the grounds that Nepal had met the threshold for
two categories- Human Asset Index (HAI) and Economic and Environmental Vulnerability
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Index [EVI), for two consecutive triennial review periods (2018 and 2021),

Nepal's LDC Status

Nepal is scheduled to graduate on 24 November 2026. For a country to graduate (move
out of) the LDC label, it has to reach certain graduation threshold in two of the three
important areas in two consecutive triennial reviews:

3. Economic and environmental vulnerability-measured by EVI index
2. Human Assets-measured by Human Asset Index (HAI)
3. Gross National Income (GNI) per capita

1. Economic and Environmental Vulnerability: The Economic and Environmental
Vulnerability Index (EVI) measures how susceptible a country is to economic and
environmental issues. The EVI is divided into two parts: Economic Vulnerability and
Environmental Vulnerability. EconomicVulnerability Indexlooks attheshare ofagriculture,
forestry and fisheries on GDP, geographical isolation and on export concentration and
exporting stability. The Environmental Vulnerability Index measures the proportion of
the population in disaster-prone areas, instability of agricultural production and disaster
victims.

During the 2021 triennial assessment, the Economic and Environmental Vulnerability
Index was 24.7, which comfortably met the U.N.'s standard of 32 or lower.

2. Human Assets: In order to assess the aspect of "human assets,” the United Nations
employs the Human Assets Index (HAI), which examines various considerations grouped
into two primary indices: the Health Index and the Education Index. The Health Index is
responsible for assessing metrics such as mortality among children under the age of 5,
maternal mortality related to childbirth and the prevalence of growth stunting i.e. how
many kids are not growing well. Meanwhile, the Education Index evaluates access to
secondary education, the balance of genders within this level of education, and the rate of
literacy among adults. Subsequently, the United Nations transforms the collected data into
a numerical format, serving as a quantifiable representation of a nation's advancement in
terms of human capital development.

During the 2021 triennial assessment, Nepal's Human Asset Index stood at 74.9, exceeding
the reqguired threshold of 66 or higher by a significant margin.

3. Gross National Income (GNI) per capita: Income is actually the country's Gross
Mational Income [GNI) per capita. During the 2021 triennial assessment, Nepal's GNI per
capita was $1,027, slightly under the specified threshold of $1,222. As such, this was the
sole aspect in which Nepal didn't meet the mark.

Implications of moving out of LDC Category

When a country transitions out of the L.DC category, it indicates that the country's
economic and social indicators have improved to a level that is no longer considered
least developed often leading to reduced international aid, loss of preferential treatment,
infrastructural and institutional weaknesses, policy and governance challenges, social
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disparities etc,

In the forthcoming 2024 triennial evaluation, the Committee for Development Policy
(CDP) will once again assess Nepal's progress in mitigating the effects of the pandemic
before making a determination about whether Nepal can graduate in 2026 or if it requires
an extended preparatory period. When Nepal eventually graduates from the list of Least
Developed Countries (LDCs), it will no longer enjoy certain benefits associated with LDC
status. However, the exact implications of this change, particularly on aspects such as
trade and agriculture, remain uncertain,

Despite fulfilling two out of the three graduation requirements for Nepal's LDC status, the

CDP has suggested a “five-year preparatory period” to facilitate Nepal's smooth transition.

Rather than abruptly withdrawing support, which could impede progress, the UN aims to

gradually empower the country, fostering increased self-reliance through a step-by-step

approach.

Moving out of the Least Developed Country (LDC) category can have specific implications

for Mepal's insurance industry, given its unigque socio-economic context. Nepal is known

for its diverse geography, emerging economy, and ongoing development efforts. Here are
some potential implications of such a transition in terms of the insurance perspective in

Nepal:

a. Increased Insurance Awareness and Penetration: Economic development and
improved living standards could lead to higher awareness of insurance among
Nepalese individuals and businesses. As people's disposable income rises,
they may be more willing to invest in insurance to protect their assets and
mitigate risks.

b. Diversification of Insurance Products: As the economy becomes more
diversified, new industries may emerge, leading to the need for specialized
insurance products. This could include coverage for sectors such as tourism,
infrastructure development, and technology, among others.

¢. Foreign Investment and Trade Insurance: Nepal's improved economic status
could attract more foreign investments and encourage international trade.
This could drive the demand for insurance products related to cross-border
transactions, such as trade credit insurance, export credit insurance, and
political risk insurance.

d. Infrastructure and Construction Coverage: Nepal's ongoing infrastructure
development initiatives could lead to increased demand for insurance
coverage related to construction projects, including builder's risk insurance
and liability coverage.

e, Natural Disaster and Climate Risk Insurance: Given Nepal's vulnerability
to natural disasters such as earthquakes, improved economic conditions
might enable more people to afford insurance coverage against these risks.
The government and insurers may work together to develop affordable and
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accessible disaster-related insurance products.

f.  Microinsurance Expansion: As Nepal's economy develops, there is a promising
opportunity for micro insurance to gain significant momentum. Micro
insurance provides coverage to low-income individuals and small businesses.
This could help protect vulnerable populations against various risks while
contributing to financial inclusion.

g. Technology Integration: Economic progress might lead to greater adoption of
technology in the insurance sector. This could streamline processes, enhance
customer experience, and facilitate more accurate risk assessment.

h. Premium Adjustments: Improved economic conditions could influence
premium rates for various insurance products. As risks become better
understood and the overall risk profile of the country changes, insurers might
adjust their pricing accordingly.

i. Insurance Innovation: With economic growth, insurers might be more inclined
to invest in research and innovation to develop new insurance products and
services that cater to evolving customer needs and emerging risks.

Major Issues and Challenges hindering Nepal's transition from LDC

a. Economic Vulnerability: Despite progress in recent years, Nepal still faces
economic vulnerabilities due to its dependence on agriculture, susceptibility
to natural disasters, and limited diversification of the economy. These
vulnerabilities can hinder the smooth graduation process.

b. Disaster Preparedness and Climate Change: Nepal is prone to natural disasters,
including earthquakes, floods, and landslides. Developing insurance solutions
that address these risks is crucial for the country's resilience and recovery.

¢. Infrastructure and Technology Gap: The lack of adequate infrastructure and
technological advancements pose challenges for the insurance sector in
reaching a wider population and providing efficient services. Limited access
to insurance products and services hampers the overall growth potential of
the industry.

d. Digital Transformation: Embracing digital technology can enhance access to
insurance services, streamline operations, and improve customer experiences.
However, digital literacy and infrastructure challenges need to be addressed.

e. Reinsurance and Risk Management: Developing reinsurance capacity to
manage large and complex risks, as well as enhancing risk management
practices, is vital for the sustainability of the insurance industry.

f. Risk Assessment and Data Availability: Inadequate data and risk assessment
tools can hinder the accurate pricing of insurance products, leading to
challenges in offering affordable and effective coverage.
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g. Micro insurance and Agricultural Coverage: Given, Nepal's high dependence
on agriculture, there is a need to develop micro insurance products tailored to
the needs of farmers and rural communities.

h. Low Contribution to GDP: Nepal, classified as a Least Developed Country
(LDC) at present, faces a significant challenge in terms of the low contribution
of the insurance sector to its Gross Domestic Product (GDP). This challenge
is a reflection of several underlying issues such as low penetration, economic
constraints, distribution and regulatory challenges etc. that hinder the
country’s progress towards economic advancement and upgrading its LDC
status.

Way Forward

a. Enhancing Financial Inclusion: Promoting financial inclusion through
initiatives such as micro insurance programs, innovative distribution channels
that can help increase insurance penetration and reach a wider population.

b. Productive Sector investment; Facilitating the reallocation of funds from
premium collection by intensifying investments in productive sectors, thereby
transitioning from an import-based economy to a self-sustainable economic
model.

¢. Natural Disaster Resilience: Collaborating with the government to develop
parametric insurance products that offer swift payouts based on predefined
triggers like seismic activity or rainfall level, thus facilitating faster recovery
after disasters.

d. Technology Integration: Leveraging technology such as mobile apps and
remote sensing can enable more efficient claims processing and data collection.

e. Integrate insurance products into sustainable development projects:
Collaboration with development organizations and financial institutions
to support sustainable development projects in, by integrating insurance
products into such projects to mitigate risks associated with infrastructure
development, renewable energy initiatives and more.

f. Risk based Supervision: Full-fledged implementation of a risk-based
supervision framework that focuses regulatory efforts on high-risk areas
and emerging risks while promoting stability and integrity in the insurance
market.

g. Reinsurance Capacity Building: Facilitation of connections between
domestic insurers and international reinsurers to enhance capacity for risk
management and capital protection can provide access to global expertise and
risk assessment.

h. Microinsurance Expansion: Expanding the reach of microinsurance within
rural regions, consequently enhancing the safeguarding of individuals'
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livelihoods stimulates the channeling of savings towards investments.

i. Insurance-led Economic Self-Sufficiency: Broadening the scope for direct
investment within the productive sectors of the economy by insurance entities,
subject to a specified threshold of domestic value addition. This strategic
initiative aims to steer the economy towards greater self-sufficiency.

j. Insurance in PPP for Infrastructure Growth: Incorporating insurance
companies into the PPP model for infrastructure development involves setting
a predefined investment cap. This approach serves to discover fresh revenue
sources and enhance business stability through portfolio diversification.
Consequently, it aids in facilitating a controlled rate of infrastructure growth
and investment, ultimately generating a positive economic influence by
tapping into new markets and catering to a broader population base.

k. Political Risk Insurance for FDI Growth: Introducing insurance products that
encompass political risk becomes imperative given the pivotal role of Foreign
Direct Investment (FDI) in our economy. This strategic policy is poised to
enhance investor confidence, thereby stimulating a surge in FDI inflows.
Simultaneously, it holds the potential to elevate foreign insurance business,
fostering a balanced alignment between the two realms.

I.  Extending insurance coverage for SME Support: With the acknowledgment
that SMEs constitute the backbone of a developing economy, the objective
is to strengthen them by extending insurance coverage against risks such as
business interruption and liability.

Conclusion

In conclusion, Nepal's journey towards graduating from its Least Developed Country
(LDC) status presents both significant opportunities and challenges, with far-reaching
implications for the insurance industry and overall socio-economic development. As
MNepal continues to make substantial progress towards meeting the criteria for graduation,
there is a clear need for a strategic roadmap to navigate the complexities of this transition.

In this context, a well-developed insurance industry can provide the stability, resilience,
and support needed for a smoother journey Increased insurance awareness and
penetration can protect individuals and businesses, while diversification of insurance
products can cater to emerging sectors in the economy. Moreover, foreign investment and
trade insurance can boost economic growth, and a focus on infrastructure, natural disaster,
and climate risk insurance can enhance resilience in the face of challenges. By integrating
technology, expanding microinsurance, and fostering innovation, the insurance sector can
become a driving force in Nepal's sustainable development, ultimately ensuring that the
transition from an LDC is secure, inclusive, and successful. Ultimately, a well-developed
insurance industry can serve as a cornerstone for Nepal's secure and inclusive progress
on its path to becoming a developed nation.
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Highlights of the
Insurance Act 2079 B.S.

7 Bikisha Paudel
Legal Officer, Prabhu Insurance

On 27/03/2075, the act to amend and unify the insurance-related bill was registered
in the House of Representatives through the Ministry of Finance. However, after 4 years
and 3 months of registration, the bill was finally authenticated by President Bidhya
Devi Bhandari on 23/06/2079. After the due authentication, as per section 1{3) of the
Insurance Act, 2079 B.S,, it has been stated to be enforced on the 31st day of publication
in Nepal Gazette, i.e., 22/07 /2079,

The previously enacted Insurance Act was promulgated in 2049 B.S. and lasted for 30
years. Due to a lack of timely and progressive amendments, it failed to address the recent
issues and concerns in the insurance business. So, in order to manage, develop, regulate,
and sustain the insurance business, a new comprehensive and progressive act was the
most needed step. For the same, a new act, Insurance Act, 2079 B.5,, has been drafted to
ensure the qualitative and reliable insurance services to the general public based on the

Public Trust Doctrine,

The new insurance act has amended various provisions of the previous act and has

brought progressive changes that ensure the credibility of the insurance business among

the general public.

Here, in this paper, the researcher tries to enlist the major changes that have been

addressed by the new act,

1. Extension of Jurisdiction: The Insurance Act, 2079 states that this act prevails
throughout the state of Nepal and also covers any other branches established
anywhere outside Nepal. However, the Insurance Act, 2049 was silent on the
part of its jurisdiction.

2. [Establishment of Insurance Authority: With the implementation of the
Insurance Act, 2079, the current Insurance Committee has been transformed
into Nepal Insurance Authority. Furthermore, all the work done by the
insurance committee is concluded to be done by the authority. All the movable,
immovable property, or liability of the committee is to be transferred to the
authority, and the chairman and members of the committee will automatically
become the chairman and members of the authority and remain in office until
their term.

Working employees are automatically converted into employees of the authority,
and cases pending in the committee will be prosecuted by the authority and
punished according to this Act. It has entrusted more power and authority to NIA.
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Functions of Nepal Insurance Authority as mentioned in the act:
= Advisory
= Regulatory

s [ssuing, renewal, and repeal of licenses (Both Insurance Mediators & Insurance
Companies)

= Determines capital and reserve training, research, and conferences
= (Juasi-Judicial Body

= Risk management

» Produce skilled human resources

= Inspection, supervision, and control

# Coordination with province level as well
Mandatory representation of women in the Board of Directors: Among the five
members of the Insurance Authority's Board of Directors, there is acompulsory
provision for at least one woman to be a director. Earlier, the Insurance Act,
2049 did not provision for mandatory women representatives on the BOD,

Term of office of the Chairman: The Insurance Act, 2079 allows reappointment
of the chairman for a single term only. Earlier, the Insurance Act, 2049 had
the provision that the government could appoint as many times as it wanted.
The provision that the meeting of the Board of Directors of the insurance
committee should be held once every three months in the previous act was
replaced by BOD meetings must be held at least once a month.

Licensing Provisions: The Insurance Act, 2079 has made additional provisions
regarding licensing. In the provision, it is mentioned that insurance business
should not be done using words like insurance, reinsurance, insurance fund
without obtaining a license. An insurance company must be established
as a public limited company, and prior approval of the authority should be
obtained. A license should be obtained after prior approval, and after getting
the license, insurance business must be started within & months. Once
established, a license need not be renewed every year. Nepalese insurance
companies can open branch offices abroad, and foreign insurance companies
can also open their contact offices in Nepal. These issues were not addressed
by the previous act.

Provision of Funds: Insurance companies first need to raise, manage, and
arrange catastrophe funds, claim payment funds, and reserve funds before
being able to declare and distribute dividends to their shareholders. The
previous act had only provisioned insurance funds and compulsory reserves.

Issuance and Distribution of Shares: The Insurance Act, 2079 provides for the

issuance and distribution of shares of insurance companies. Previously, such
issues were scattered in various concerned acts prevailing in Nepal.
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10.
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12.

13.

Types of Insurance Business: The previous act denied reinsurance as one
of the types of insurance, and based on that, Guidelines for Reinsurance
Business (Management and Operation), 2076 were issued. However, this act
has provisioned a separate provision for Reinsurance in Chapter 9 and Micro
Insurance in Chapter 8.

Problematic Insurers: The Insurance Act, 2079 has provisioned various
measures for the improvement of problematic companies. For the same, a
special management committee needs to be formed.

Merger and Amalgamation Provision: There was no single provision regarding
the amalgamation and acquisition of insurers in the Insurance Act, 2049, But
a directive regarding the same was issued on 2076/01/15 to address the
need and prospects of the merger and acquisition of insurance companies.
Now, Insurance Act 2079 has provisioned the merger or transfer or takeover
of insurance business in chapter 14, after prior approval and fulfilling the
requirements prescribed by the authority.

Revocation of Insurer: The provision of cancellation of insurer has been
clarified in the Insurance Act, 2079. It has clearly mentioned thatif any insurer
willingly desires to be liquidated, it should be decided by the general meeting
along with the action plan for veluntary liquidation. The law provides that
the cancellation process can be advanced by submitting an application to the
authority and detailed procedures for winding up, appointment of liquidator,
liability of insurer on winding up or bankruptcy, determination of the priority
basis of payment, provision of liquidation of the foreign insurance company's
branch office in Nepal has been all addressed.

Provisions related to insurance claim settlement: The issue of claim payment
is clarified in the new insurance act, and it mentions that a claim should be
settled within the specified period, and if the payment cannot be made, the
amount should be deposited in the unclaimed fund. Details of claims that
could not be made timely need to be submitted to the authority. Based on the
reinsurance contract, the reinsurance claim amount is to be paid. A claim for
an amount less than the limit set by the authority should be classified under
a small claim, and other claim-related arrangements are prescribed in detail
in the act.

Complaint regarding payment of claims: Under the Insurance Act, 2049, if a
complaint is filed against the insurer regarding the determination of insurance
liability, the insurance committee has the authority to decide on the complaint
filed. Further, the new Insurance Act stipulates that if the insurer does not pay
the liability within the period specified in the policy or if it does any act against
the insurer's rights and interests, a complaint is to be made to the authority
by the concerned insurer. The authority, upon investigation, if it finds the
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insurance company liable for the complaint filed, is liable for compensation
and legal fees incurred as well in addition to the claimed amount.

14, Insurance operation and management in the province: According to the federal
structure of the country, the new act has provisioned the establishment of an
Insurance Authority in every province for the operation and management of
insurance companies in light of the principle of decentralization. It has been
entrusted with the right to provide access to insurance, issuance of insurance
agent's licenses, and powers like renewing, conducting insurance-related
training, hearing complaints, etc,, at the province level. It has provisioned
that a yearly report is to be submitted as asked by the regulatory body at the
province level, and the same is to be resubmitted to the Insurance Authority.
However, the right to issue the insurance company license has not been
granted.

15. Offenses and Penalties: Insurance Act, 2079 has provisioned following fines
and penalties.

Action Punishment

If the act is done against the order | Verbal Warning, Justification Letter,

of the NIA Restriction on Meeting allowance, salary,
and other

Respective person to be removed from
the post after receiving a written notice
(Not entitled to any compensation or
facilities and cannot work in any Insurance
Company for 5 years)

Any act against the rights and
interests of the Insured

Company is liable to pay or bear
any penalty due to the negligent act
of its employee

Canrecoveritfromthe respective employee
(within 35 days of the order, even from
personal property)

Not submitted the said documents
on time as specified by NIA

Fine ranging from 2 Thousand to 1 Lakh
(Daily basis increment)

Not conducted loss Assessment in
specified time

Fine ranging from 5 Thousand to 25
Thousand (Daily basis increment)

Fine ranging from 2 Lakh to 20 Lakh (As
per gravity of the case)

Not borne liability as per the claim
or if assessed liability in a way that
projects substantial harm to the
Insured, not paid in specified time

Sy

If done any act against the said laws
or presented false documents

.F.i.he rang-ing. ffum ELakh tﬂ.gﬂ Lakh (As

per the repeated nature of the act)
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Action

Punishment

Not submitted Compliance report
in specified time

Fine ranging from 2 Lakh to 3 Lakh

Insurance Mediator if submitted
false documents, if not submitted
in time, or conduct any act against
the said laws

Fine ranging from 5 Thousand to 50
Thousand (Daily basis increment)

Acted without License

Compensation as to the amount involved
or up to 3 Years Imprisonment

Claim paid based on Fraudulent
Documents, False Documents

Compensation as to the amount involved
or up to 3 Years Imprisonment

Surveyor's wrong or false
assessment against the interest of

Conducted financial abuse in the.

course of determining the liability
of loss, in the process of claim
payment, or while conducting
Insurance business

-{Jp to 5 Years Imprisonment

Up to 5 Years Imprisonment

In the course of Merger, takeover
or audit conducted any act against
said laws

Up to 5 Years Imprisonment

If assisted in doing any crime

mentioned abhove

Half punishment as to the main perpetrator

16. Establishment of Insurance Information Center and Insurance Institute:

17.

The Insurance Authority is mandated to establish an information center to
collect information regarding insurance and to integrate and organize such
information. Furthermore, the institute aims to produce skilled manpower in
this field, undertake insurance education, insurance-related training, study,
research, etc. No such arrangement was made by the previous act. In the realm
of this, recently, various interaction programs have been conducted among
insurance companies.

Provision regarding Agent: The Insurance Act 2079, Chapter 11, has anticipated
that before issuing an agent's license, conducting an agent exam by respective
insurance companies is a must, and new directives under it have already been
issued. Furthermore, the license's validity has been set for up to 3 years. One
can be an agent of a specific, similar kind of insurance company. Based on
this specific provision, agent examination, training, online documentation,
and systematic record-keeping of agents have been successfully conducted by
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many insurance companies as well as NIA.

18. Inspection fee: All insurance companies must submit 0.75% of the total
insurance premium collected as a service charge to the board.

19, Insurance Companies BOD qualification: No salaried employee of any BAFI or
government institution or government's shareholding institutions is eligible
for the post of director in an insurance company. This provision has led to the
removal of various BODs in recent times.

20. Repeal of the Rastriva Beema Sansthan Act, 2025: The new act has repealed
it and provisioned that Rastriya Beema Sansthan should be converted into a
public limited company within one year of the act's promulgation.

21. Omitting Compulsory Renewal of Insurance Companies: The previous act
had provisioned the compulsory annual renewal of insurance companies,
but the new act has omitted such a provision, implicitly indicating the non-
renewal of insurance companies annually after their establishment. However,
many banks and financial institutions working in association with insurance
companies are still not clear about this provision and were observed seeking
annual renewal certificates, creating business hurdles.

Aftermath of the Promulgation of this Act

The implementation of the Insurance Act, 2079, which comes after almost three decades,
is expected to bring radical changes to the insurance sector. As of the 22nd of Kartik,
the insurance committee has undergone a name change and is now known as the Nepal
Insurance Authority.

Due to this act, several insurance companies have already come under the scrutiny of the
Insurance Authority and faced actions and fines under the Act. Additionally, Provincial
Insurance Authorities have been established, and data regarding insurance companies
operating within their respective provinces has been collected. Furthermore, they have
actively engaged in encouraging insurance companies to participate in educational and
awareness programs at various local levels.

Observing recent data on insurance following mergers and acquisitions in Nepal, there
are now 14 Life Insurance Companies, 14 Non-Life Insurance Companies, 2 Reinsurance
Companies, and 4 Microinsurance Companies in Nepal.

However, there are significant issues not addressed by the act, such as false claims by
clients, clear provisions regarding the calculation of the tenure of current CEOs of insurance
companies, and provisions for a compulsory legal officer. Additionally, the Insurance
regulation is in its final phase of publication, and it is hoped that it will comprehensively
address all concerns and issues within the scope of the Insurance Act, 2079,
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Enhancing Interpersonal Relationship ﬁ
in The Workplace ==l

= Surendra Chitrakar =
Assistant Manager, Nepal Reinsurance Company Ltd. ‘)‘

Workplace relationships refer to the interactions and connections we establish with our
colleagues and peers. These relationships

play a significant role in our day-to-day work ACCEPTANC

life and can significantly impact our careers. 4 : '

Strong workplace relationships not only ’ '
contribute to job satisfaction but also enhance GOOD

our chances of career success. They offer TRUST :"';?::;L:E: TE"MW”“
several benefits, including increased career L

satisfaction, improved presentation skills, ‘ ‘*

enhanced team productivity, support during OPEN
i G . 2 COMMUNI
challenging times, higher employee retention CATION

rates, and a sense of belonging.

Key Elements of Good Workplace Relationships

Understanding the essential elements of a successful workplace relationship can help us
assess and improve our connections. These elements often include:

a. Trust: Trust is a fundamental component of any workplace relationship. It
involves relying on and having confidence in our coworkers, which is crucial
for building solid professional connections.

b. Acceptance: Acceptance entails understanding and acknowledging each
other's roles and contributions within the workplace relationship. Recognizing
the unique value that each person brings can foster stronger bonds.

c¢. Teamwork: Effective teamwork within a workplace relationship is vital. It
involves active participation, equitable sharing of tasks, and giving credit
where it is due. These elements contribute to healthier connections.

d. Open Communication: Open and transparent communication is essential in
any relationship, including those in the workplace. Encouraging open dialogue,
asking questions, and genuinely getting to know our coworkers are key steps
in building successful workplace relationships.
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How to Build Workplace Relationships

Building positive workplace relationships can be a natural process for some individuals,
while others may need guidance on transitioning coworker interactions into meaningful

protessional connections. Here are some steps we can take to build and nurture workplace
relationships effectively:

d.

Self-awareness: Before focusing on developing new workplace relationships,
it can be helpful to understand our strengths and weaknesses. Developing
relationship skills like communication, active listening, and conflict resolution
can be invaluable. Evaluating our emotional intelligence (EI) is essential.
Emotional intelligence involves self-awareness, self-regulation, empathy,
and social skills. Understanding our EI can help us better navigate workplace
relationships.

Schedule Time: Building relationships takes time, and daily job demands can
make it challenging to interact with colleagues. By scheduling dedicated time
for relationship development, such as during lunch breaks, the first moments
of the workday, or team meetings, we can make the process more manageable.
Company-sponsored after-work outings and team events can also be excellent
opportunities to strengthen workplace relationships.

Ask Questions and Listen: Asking questions and actively listening to our
coworkers allows us to learn more about them and is crucial for building
relationships. Showing genuine interest in their personal lives, professional
goals, and daily experiences fosters a sense of connection. Encouraging open
communication also positions us as strong communicators, making others
more likely to approach us with concerns or when they need someone to listen.

Offer Assistance: Providing help to a coworker when they are facing difficulties
or overwhelmed with a project is an effective way to build a relationship.
It demonstrates trust and support, two essential components of strong
connections.

Seek Assistance: Initiating a workplace relationship can also involve asking
for help. By inviting colleagues to collaborate on projects or tasks, we create
opportunities to get to know them better. Remember that mutual assistance
fosters stronger relationships, as it involves both giving and receiving help.

Appreciation: Recognizing and appreciating each employee's role is a
powerful relationship builder. Understanding the unique challenges and goals
of different departments can lead to a greater appreciation of our coworkers.
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Instead of jumping to conclusions or assigning blame, focus on finding
collaborative solutions to problems. By working together productively and
professionally, we can develop positive workplace relationships.

g. Keep Commitments: Building trust involves keeping our commitments.
Colleagues are more likely to form stronger relationships when they know
they can rely on us. If we find it challenging to meet commitments due to a busy
schedule, communicate our limitations and agree to follow up on requests at
a later time.,

h. Be Present: In the midst of a busy workday, it's easy to get caught up in
multitasking, such as answering emails during meetings or working on tasks
during lunch. However, being present in the workplace by paying attention to
those around us, initiating communication, and getting to know our coworkers
can help us build workplace relationships effortlessly. Being present fosters
connections with minimal effort.

Johari Window

The Johari Window is a psychological tool and model used to understand self-awareness
and interpersonal relationships. It was created by Joseph Luft and Harry Ingham in 1955
and is named after a combination of their first names, “Jo” (Joseph) and "Hari" (Harry).
The Johari Window is a psychological tool used to improve self-awareness and enhance
interpersonal communication within groups. It is a model that represents information
about an individual or group from four different perspectives, organized into four
quadrants or “panes.” These panes represent what is known and unknown to oneself
and to others. The Johari Window is a

valuable framework for understanding how Known Not Known
information is shared and how relationships vl to 3a8

can be improved through increased self-
dWaAreness. Blind
Area
The four panes of the Johari Window are as
follows:
Hidden
Area
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1. Open (Arena): This quadrant
represents information or aspects of
oneself that are known both to the
individual and to others. It includes
thoughts, feelings, behaviors, and
characteristics that are openly

MNot Know to
Others




shared in a transparent manner. In this pane, effective communication and
trust are high, making it the ideal space for productive collaboration and
healthy relationships.

2. Blind Spot: In this quadrant, aspects of oneself that are known to others but
remain unknown to the individual are revealed. These can include behavioral
patterns, habits, or traits that others observe but the person is unaware of.
Constructive feedback and open communication can help individuals expand
their self-awareness by bringing these blind spots into the open quadrant.

3. Hidden (Facade): The hidden quadrant contains information and aspects
of oneself that are known to the individual but kept hidden from others.
This may include private thoughts, feelings, fears, or personal experiences.
While some level of privacy is essential, excessive hiding can hinder effective
communication and trust in relationships.

4. Unknown: The unknown quadrant represents information, feelings, or
potential capabilities that are neither known to the individual nor to others.
These aspects remain undiscovered and unexplored. Through personal growth,
self-discovery, and increased communication, individuals can gradually
expand the open quadrant and reduce the size of the unknown quadrant.

The goal of the Johari Window is to expand the open quadrant by increasing self-awareness
and sharing more information with others. This process can lead to enhanced trust,
better teamwork, and improved relationships within groups or teams. It's a valuable tool
for personal development, leadership training, and conflict resolution, as it encourages
individuals to address their blind spots and reduce their hidden areas.

The Johari Window can be used to improve our self-awareness and interpersonal
relationships. By increasing the size of the open area, we can become maore aware of
ourselves and how we are perceived by others. We can also increase the size of the open
area by sharing more information about ourselves with others and by being open to
feedback. By decreasing the size of the blind area, we can learn more about ourselves by
listening to feedback from others. We can also decrease the size of the blind area by being
more mindful of our own behavior and how it affects others. By decreasing the size of the
hidden area, we can hecome more open and honest with others. We can also decrease the
size of the hidden area by sharing more of ourselves with others and by being less afraid
of rejection or embarrassment.

By using the Johari Window; individuals and groups can create a more open and trusting
environment, leading to improved interpersonal relationships and greater self-awareness.
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[t emphasizes the importance of communication, feedback, and mutual understanding as
essential components of healthy and productive interactions.

Conclusion:

In conclusion, interpersonal relationships in the workplace play a pivotal role in shaping
the dynamics and success of any organization, including the insurance sector. These
relationships extend beyond mere social interactions; they impact employee well-being,
job satisfaction, and ultimately, organizational productivity. In the insurance sector,
where trust, clear communication, and teamwork are paramount, fostering positive
workplace relationships can significantly enhance customer service, reduce errors, and
drive business growth. Recognizing the importance of the Johari Window framework
and the science behind positive relationships, the insurance industry, like any other,
can benefit from investing in strategies that promote trust, collaboration, and empathy
among employees. By prioritizing and nurturing interpersonal relationships, insurance
companies can build resilient and thriving teams, ensuring not only their success but also
the security and satisfaction of their clients.
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Determinants of Profitability of
Nepalese Insurance Companies

= Sujan Khadka
MBA Graduate

1. Introduction

Insurance companies are an essential component of a nation as it plays a crucial role
in ensuring overall financial and economic stability. Profitability is one of the most
important objectives of financial management, since one of the main tasks and goals
of financial management is to increase shareholder's wealth, The variation of profits
between insurance companies over the years, within a country, leads to believe that
macro-economic factors and specific factors of a firm play a major role in determining
profitability. Different types of risks may hinder the insurance profitability and ultimately
the stability of insurance companies. Therefore, insurance companies must analyze the
factors that may be associated with their profitability to come up with a way to minimize
the negative effects so that the overall financial system (in general) and economy (as a
whole) will be stable, The insurance sector plays important role in the financial services
industry in almost developed and developing countries. It contributes to economic
growth, efficient resource allocation, reduction of transaction costs, creation of liquidity,
facilitation of economies of scale in investment, and spread of financial losses [Haiss
and Sumegi, 2008). Insurance plays a significant role in a country’s economic growth
and offers financial protection to an individual or firm against monetary losses suffered
from unforeseen circumstances. This is because the world is characterized by risks and
uncertainties and insurance has evolved as a way of providing security against the risks
and uncertainties. The insurance companies, at large, play a critical role in ensuring
overall financial and economic stability in the nation and provide a wide range of benefits
from ensuring individual financial security to facilitating large scale social security. The
insurance companies help individuals to hedge risks by sharing among multiple people.
They provide financial compensation when any unforeseen circumstance occurs.

In competitive market conditions, insurance companies may feel pressure to invest in
riskier but potentially higher-yielding assets to improve their ROA. High level of liquidity
may deter insurers from taking on additional risk, which could affect their ability to
achieve higher returns. Inflation erodes the purchasing power of cash and low-yielding
assets over time. If an insurance company holds a substantial amount of liquidity, it may
experience a gradual erosion of the real value of its assets, potentially resulting in a lower
ROA in real terms. High liquidity ratios may indicate that the insurer is not efficiently
deploying its assets. If a company is overly cautious and holds excessive liquidity to meet
potential claim payouts or other obligations, it may not be maximizing the utilization of
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its assets to generate returns, Market conditions and economic factors can also impact
the relationship between firm size and ROA. Economic downturns or adverse events,
such as large-scale natural disasters, can affect the financial performance of insurance
companies, regardless of their size. Insurance companies often invest the premiums they
collect to generate investment income. Larger insurers may face challenges in finding
suitable investment opportunities for their larger pools of investable assets. In a low-
interest-rate environment, this can impact investment returns and, consequently, ROA.
Larger insurance companies may be subject to more extensive regulatory and compliance
requirements due to their size and market presence. Meeting these requirements can be
costly, and compliance costs can negatively impact ROA.

The factors underpinning the financial performance of financial services firms are often
difficult to discern because of the intangible nature of outputs and the lack of transparency
over resource allocation decisions. Company's profitability is dependent on both the
internal and external factors. The internal determinants are liquidity ratio, inventory
turnover ratio, return on asset and return on equity, and size of the company. Similarly,
the external determinants are real domestic product growth rate (GDP), national inflation
rate, interest rate and so on (Kanwal and Nadeem, 2013). Greene and Segal (2004) argued
that the performance of insurance companies in financial terms is normally expressed in
net premium earned, profitability from underwriting activities, annual turnover, return
on investment and return on equity. Pervan et al. [2012) assessed the factors affecting
the profitability of the insurance companies between 2005 and 2010. By using a dynamic
panel model with GMM estimator, the study showed a significant negative influence of the
loss ratio on profitability. Similarly, the study also showed a significant positive influence
of age, market share and past performance on current performance. Similarly, Curak et al.
[2011) assessed the determinants of the financial performance of the Croatian composite
insurers between 2004 and 2009, By applying panel data technigue, the study showed
that company size, underwriting risk, inflation and return on equity have a significant
influence on insurer's profitahility.

Mehari and Aemiro (2013) examined the impact of the characteristics of Ethiopian
insurance companies on their performance. The study included 9 insurance companies
which are analyzed through panel data technigue during 2005-2010. The results
showed that company size, loss ratio, tangibility and leverage have significant impact
on the insurance companies’ profitability. However, growth of gross written premiums,
age and liquidity have an insignificant impact on the insurance companies' profitability.
Chen and Wong (2004) showed that profitability of insurance companies decreased with
the increase in equity ratio. The study also found that size, investment, liquidity is the
important determinants of financial health of insurance companies. Similarly, Almajali et
al. (2012) analyzed the insurance companies listed on the Amman Stock Exchange during
2002-2007. The study showed that liquidity, leverage, company size and management
competence index have asignificant positive effect on financial performance of theinsurers.
Furthermore, Burca and Batrinca [2014) analyzed the determinants of the financial
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performance in the Romanian insurance market during the period 2008-2012, The study
concluded that the underwriting risk has a negative effect on financial performance.
It implies that taking an excessive underwriting risk can affect the company's stability
through higher expenses. The study also showed that there is a positive linkage between
firm size and the insurers’ financial performance. It indicates that larger firms have more
resources, better risk diversification, complex information systems and better expenses
management. Moreover, the insurance financials leverage reflects the potential impact of
technical reserves’ deficit on equity in the event of unexpected losses and has a negative
influence on the financial performance.

Inthe contextofNepal, Dahaletal. (2020) examined the liquidity managementand financial
performance of Nepalese insurance companies. The results showed that insurance
premium has positive impact on return on assets and earnings per share, It means that
increase in insurance premium leads to increase in return on assets and earnings per
share. Likewise, firm size has positive impact on return on assets and earnings per share.
It indicates that increase in firm size leads to increase return on assets and earnings per
share. Moreover, Dahal et al. (2015) found that gross domestic product growth rate and
inflation rate have positive impact on the return on assets but negative impact on return
on equity. Jaishi and Poudel (2021) found that leverage, firm size, liquidity and tangibility
have positive and significant impact on the financial performance of Nepalese insurance
companies.

The above discussion shows that empirical evidences vary greatly across the studies on
the effect of firm specific and macroeconomic factors on the profitability of insurance
companies, Though there are above mentioned empirical evidences in the context of other
countries and in Nepal, no such findings using more recent data exist in the context of
Nepal. Therefore, in order to support one view or the other, this study has been conducted.

The main purpose of the study is to analyze the effect of firm specific and macroeconomic
factors on the profitability of Nepalese insurance companies. Specifically, it examines
the relationship of firm size, liquidity, tangibility, dividend per share, premium growth,
inflation, gross domestic product and money supply with return on asset and return on
equity of Nepalese insurance companies,

2. Research methodology

The study is based on the secondary data which were collected from 16 Nepalese
insurance companies from 2013/14 to 2020/21, leading to a total of 124 observations.
The study employed stratified sampling method. The main sources of data include
annual reports of Rastriva Beema Authority, and annual reports of selected Nepalese
insurance companies. This study is based on descriptive as well as causal comparative
research designs.

List of insurance companies selected for the study along with study period and numher
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8. N. | Name of the insurance companies Study period Observations

Life insurance companies
1 National Life Insurance Company 2013/14 - 2019/20 7
2 | Nepal Life Insurance Company 2013/14 - 2020421 8
3 Life Insurance Corporation (Nepal) 2003/14 - 2019/20 7
4 | Met Life Insurance Company 2013/14 - 2020/21 ]
5 | Asian Life Insurance Company 2013/14 - 2020721 ]
i | Surya Life Insurance Company 2013/14 - 202021 K
7 | Gurans Life Insurance Company 2013/14 - 201920 7
® | Prime Life Insurance Company 2013/14 - 2019/20 7

Non-life insurance companies
9 | United Insurance Company 2013/14 - 2020021 ]
10 | Premier Insurance Company 2013/14 - 2020/21 ]
11 | Neco Insurance Limited 2013/14 - 2020/21 8
12 | Sagarmatha Insurance Company 2013/14 - 2020421 8
13 | Prabhu Insurance Limited 2013/14 - 2020/21 3
14 | IME General Insurance Company 2013/14 - 2020/21 3
15 | Prudential Insurance Limited 2013/14 - 202021 3
1o | Lumbini General Insurance Company 20013/14 - 2020421 b

Total number of observations 124
Thus, the study is based on the 124 observations.
The model

The model in this study assumes that the insurance companies' profitability depends on
different firm specific and macroeconomic factors. The selected dependent variables are
return on assets and return on equity. The selected independent variables are firm size,
liquidity, tangibility, dividend per share; premium growths, inflation, gross domestic
product and money supply. Therefore, the model takes the following forms:

ROA=p,+pB, Fsize+ B, LQ+ B, TAN+B,DPS+ 3 PG+ GDP+B, INF+p MS+e

ROE = B, + B, Fsize + B, LQ + B, TAN + B, DPS + f, PG + B, GDP + B, INF + B, MS + e
Where,

ROA = Return on assets as measured by the ratio of netincome to total assets, in percentage.

ROE = Return on equity as measured by the ratio of netincome to total equity, in percentage.
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Fsize = Firm size of insurance company measured by total assets, Rs in millions

LIQ = Liquidity ratio as measured by the ratio of current assets to current liabilities, in
times.

TAN =Tangibility as measured by the ratio oftotal fixed assets to total assets, in percentage.

DPS = Dividend per share as measured by the ratio of total dividend distributed to number
of outstanding shares, in percentage.

PG = Premium growth rate is the percentage increase in gross written premiums, in
percentage.

GDP =Gross domestic product as measured by the total goods and services produced
within the country in a year, USD in hillion.

INF =Inflation rate as measured by the change in consumer price index, in percentage.

MS =Money supply as measured by the broad money, USD in billion.

3. Results and discussion

Descriptive statistics

Variables Minimum Maximum Mean | Std. Deviation
ROA -2.83 12.05 4.98 3.40
ROE -17.29 53.66 17.17 9.39
Fsize 19.97 23.57 22.34 1.26
LOQ 0.82 16.68 435 3.74
TAN -f_'!.l4h 15.99 3.01 3.01
DPS .00 8400 15.54 16,75
PG -27.24 106,69 26,38 23.33
INF 3.60 993 6.23 2.21
GDP 20.00 34.27 28.61 5.66
MS 75.36 135.76 97.63 16.80

Correlation analysis

Variables | ROA | ROE | Fsize |LQ TAN | DPS | PG | INF GDP | MS
ROA 1

ROE  |g78% |1

Fsize 0.35%% | 002 |1
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Variables  ROA | ROE | Fsize |LQ TAN | DPS | PG | INF GDP | MS

LQ -0.21* | -0.06 | 0.49%*% ||

TAN 0.52%% [0.35%% [ -0.41%% | -033%* | |

DPS 0.12 | 0.40%* | 0.34%* (0,07 | 0.07 |1

PG 0.03 0.01 011 0.00 001 | -0.05|1

INF 0.07 |-014 [-022* |025%* [0.07 [001 |0.05 |1

GbP 0.08 | 0.17 | 0.30%* |[0.20% | .0.14 | -0.01 |-0.14 | -0.79%* | 1
MS 004 | -0.13 |0.24** |[-0.19% |-0.09|-0.06|-0.12]-050%*|0.73** | 1

Note: The asterisk signs () and (7) indicate that the results are significant at one percent
and five percent levels respectively.

The result shows that firm size has a negative relationship with return on assets. It
means that increase in firm size leads to decrease in return on assets. Likewise, there is a
negative relationship between liquidity ratio and return on assets. [t means that increase
in liquidity ratic leads to decrease in return on assets. In contrast, assets tangibility has
a positive relationship with return on assets. It shows that higher the assets tangibility,
higher would be the return on assets. Similarly, the dividend per share has the positive
relationship with return on assets. It shows that higher the dividend per share, higher
would be the return on assets. Furthermore, premium growth has a positive relationship
with return on assets. It means that higher the premium growth, higher would be the
return on assets. In contrast, the inflation has the negative relationship with return on
assets. Itindicates that higher the inflation, lower would be the return on assets. Likewise,
gross domestic product has a positive relationship with return on assets. It means that
higher the gross domestic product, higher would be the return on assets. In contrast, the
money supply has the negative relationship with return on assets. It indicates that higher
the money supply, lower would be the return on assels,

Similarly, the result also shows that firm size has a negative relationship with return on
equity. [t means that increase in firm size leads to decrease in return on equity. Likewise,
there is a negative relationship between liquidity ratio and return on equity. It shows
that increase in liquidity ratio leads to decrease in return on equity. In contrast, assets
tangibility has a positive relationship with return on equity. It indicates that higher the
assets tangibility, higher would be the return on equity. Similarly, dividend per share
has a positive relationship with return on equity. It reveals that higher the dividend per
share, higher would be the return on equity. Furthermore, premium growth has a positive
relationship with return on equity. It shows that higher the premium growth, higher
would be the return on equity. Further, inflation has a negative relationship with return
on equity. It indicates that higher the inflation, lower would be the return on equity. On
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the other hand, gross domestic product has a positive relationship with return on equity.
It means that increase in gross domestic product leads to increase in return on equity.
Likewise, there is a negative relationship between money supply and return on equity. It
shows that increase in money supply leads to decrease in return on equity.

Regression analysis

Estimated regression results of firm size, liquidity, tangibility, dividend per share,
premium growth, inflation, gross domestic product and money supply on return
on assets

Mod- | Inter- Regression coefficients of Adj. | SEE | F-val-
| huze [ Lo [ Tan [ ops [ pc [ NF [Gor| Ms | 2 ue
1 18418 | 0878 | -0.095| 0484 040 | 0002 | -0092| 0069 -0011| 0287 | 2870 | 7.200 |
(2as0y | eyt | ooerey | eendy | 2325 | iR | indas) | 0659 | 4T
Notes:

i.  Figuresin parenthesis are t-values.

ii.  The asterisk signs (**) and (*] indicate that the results are significant at one
percent and five percent level respectively.

iii.  Return on asset is the dependent variable.

The result shows that the beta coefficients for firm size are negative with return on assets,
It indicates that firm size has a negative impact on return on assets. Similarly, the beta
coefficients for liguidity are negative with return on assets. It shows that liquidity ratio
has a negative impact on return on assets. Similarly, the beta coefficients for tangibility
are positive with return on assets. [t means that tangibility has a positive impact on return
on assets. Likewise, the beta coefficients for dividend per share are positive with return
on assets, It reveals that dividend per share has a positive impact on return on assets.
Furthermore, the beta coefficients for premium growths are positive with return on assets.
It indicates that premium growth has a positive impact on return on assets. Further, the
beta coefficients for inflation are negative. It shows that inflation has a negative impact on
return on assets. Similarly, the beta coefficient for gross domestic product is positive. [t
means that gross domestic product has a positive impact on return on assets.

Estimated regression results of firm size, liquidity, tangibility, dividend per share, premium
growth, inflation, gross domestic product and money supply on return on equity

Mod- | Infer- Regression coefficients of Adj. | SEE | F-val- |
e feept  Toee|LQ| TAN | DPS | PG | INF | GDP | ms | R-bar ue

1 490 [ -0.520 | 0,167 1.024 0212 0004 | 0074 | 0239 -0.007 0,232 | B6T3 ﬁ.ﬁ]d--!
{02600 | (0.548%) | 0573 | (3438 | (4038 | (0.129) | (0.292) | 0,758 | (0,097 |

Naotes:
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i.  Figures in parenthesis are t-values,

ii.  The asterisk signs (**) and (*) indicate that the results are significant at one
percent and five percent level respectively.

ili.  Return on equity is the dependent variable.

The result shows that the beta coefficients for firm size are negative with return on equity.
It indicates that firm size has a negative impact on return on equity. The beta coefficients
for liguidity are negative with return on equity. It shows that liquidity ratio has a negative
impact on return on equity. Likewise, the beta coefficients for tangihility are positive
with return on eguity. It indicates that tangibility has a positive impact on return on
equity. Similarly, the beta coefficients for dividend per share are positive with return
on equity. It indicates that dividend per share has a positive impact on return on equity.
Furthermore, the beta coefficients for premium growth are positive with return on equity.
It indicates that premium growth has a positive impact on return on equity. Further, the
beta coefficients for inflation are positive with return on equity. It indicates that inflation
has a negative impact on return on equity. On the other hand, the beta coefficients for
gross domestic product are positive with return on equity. It indicates that gross domestic
product has a positive impact on return on equity.

4, Conclusion

The study shows that firm size, liquidity rate, inflation and money supply have negative
impact on return on assets (ROA). However, tangibility, dividend per share, premium
growth and gross domestic product has positive impact on return on assets (ROA).
Likewise, firm size, liquidity rate, inflation and money supply have negative impact on
return on equity (ROE). However, tangibility, dividend per share, premium growth and
gross domestic product have positive impact on return on equity (ROE). As insurance
companies grow in size, they often face challenges related to scale efficiency. Managing
a larger portfolio of policies and a more extensive customer base can lead to increased
administrative and operational costs. These costs may not be fully offset by the additional
premium income, resulting in a lower ROA. If an insurance company holds excessive
amounts of cash or highly liquid assets, it may earn lower returns on those assets. Cash
typically yields minimal returns, especially in a low-interest-rate environment. If a
significant portion of the company's assets is held in cash or low-yielding investments,
this can weigh down its overall ROA. Insurance companies invest premiums collected
from policyholders to generate returns through investments in bonds, stocks, real estate,
and other assets. Holding too much liquidity in low-yielding assets may result in missed
investment opportunities that could have generated higher returns. In such cases, the
excess liquidity can negatively impact ROA by reducing the overall investment yield.
Likewise, the study also concluded that tangibility followed by firm size is the most
influencing factor that explains the changes in the return on assets [ROA) of Nepalese
insurance companies. Similarly, the study also concluded that dividend per share followed
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by tangibility is the most influencing factor that explains the changes in the return on
equity (ROE) of Nepalese insurance companies.
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Insurance: The power of Protection

= Sandhya Guragain g
MBA Student 5

In the quiet, bustling streets of Kathmandu, where | spent my childhood, there was a
story that made an everlasting impression on me. It was a story about resilience, hope,
optimism and enormous influence of a single decision that changed everything. This story
began when [ was just ten years old, and my best friend's world was devasted by a sudden
and tragic event.

My friend's father, a dedicated and a hardworking man, died tragically in a bike accident.
His unexpected departure left my friend, her elder brother, and her mother in a state
of profound shock and despair. They were not just grieving the loss of a beloved father
and husband, but they were also faced with an uncertain future as her father was sole
breadwinner on which the whole family relied financially. With no financial cushion to fall
back on, the world seemed bleak. We were scared as she will no longer be able to continue
her study in the same school and | was scared that | will lose my best friend to another
school.

However, as time passed, their story took a surprising turn. You see, my friend’s father
had made a wise decision that would change the course of their lives. He had secured a
life insurance policy of 50 lakhs, a decision that, at the time, might have seemed routine
or unworthy of, but the same decision proved to be a beacon of hope when they needed
it most.

As the insurance payout arrived, it brought with it a glimmer of hope that gradually
transformed into a bright future. My friend's elder brother was able to complete his
high school education and, driven by dreams of a better future, applied to study in the
United States, Luckily my friend continued her study on the same school. Armed with her
own dreams and aspirations, she pursued her studies diligently. Today, she is settled in
Australia with her loving husband, living a life she once thought was beyond reach.

Their journey to the life they are living today had their own fair share of hard work
and struggles, but it was marked by the resilience and courage bestowed upon them
by INSURANCE. Looking back, I realized how important that insurance coverage was. [t
wasn't just a financial safety net; it was a lifeline that helped them rebuild their lives,
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pursue their dreams, and rediscover happiness once more.

The word “insurance” has always stuck with me since the incident. Although | was too
young to fully understand its significance at the time, that story left an unforgettable print
on my mind. As I grew up and began earning my own money, the importance of insurance
gradually became clearer to me. Now, as | reflect upon that pivotal moment in my friend’s
life, | see how insurance can be a guardian angel, a pillar of support during life's most
challenging moments. | understood that insurance wasn't just a distant concept; it was a
practical and essential tool for securing one's future, Three years ago, | made a deliberate
decision to purchase an insurance plan, not merely as a financial safeguard but as a
promise to myself and my loved ones. It was my way of ensuring that unexpected twists
of fate wouldn't derail the dreams and aspirations | had worked so hard to nurture. It
took me a poignant and unfortunate event to truly grasp the profound value of insurance.,
However, I'm here to emphasize that it shouldn't take a personal tragedy to prompt you
to take action. In the context of Nepal, a country with its own unique set of challenges
and uncertainties, insurance is not just a financial product; it's a shield that can safeguard
your dreams, your family's future, and your peace of mind.

Insurance is a financial agreement that protects individuals and businesses from financial
losses and risks. It is critical in modern society because it provides a safety net that helps
alleviate the negative effects of unforeseen events. Insurance plans, whether health, life,
property, or liability, are designed to give coverage and financial support in times of need.
Insurance provides financial stability as well as peace of mind. Knowing vou have coverage
in place, helps to reduce the worry and anxiety that comes with unexpected spending. By
providing a safety net for individuals and businesses, insurance can encourage investment
and entrepreneurship.

In Nepal, various insurance policies cater to the diverse needs of individuals and families.
These include:

Life Insurance

As we all know, life is a journey full of unexpected twists and turns. Life insurance is a
faithful partner in the midst of this volatility. A life insurance policy is a legal agreement
between you and an insurance provider. It provides a unique combination of financial
security and long-term savings. You pay recurring premiums, and in exchange, the insurer
pays a lump sum to your beneficiaries (typically family members] upon yvour untimely
demise. This payment, known as the death benefit, offers financial security for your loved
ones even if you are no longer able to provide for them. It ensures that your family may
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maintain their standard of living, pay for their education, and achieve their goals. However,
life insurance may be used for more than just protection; it can also be used to save and
invest money. A portion of your premiums are set aside to accumulate a cash value within
the policy. If you reach the maturity of your insurance term without facing any tragic
incident as death, this cash value increases over time and grows with interest. When you
get life insurance, you are not just guaranteeing yvour family’'s well-being in the event of
the unexpected; you are also growing the seeds of your financial prosperity. It's a two-fold
solution that offers you peace of mind today and a brighter, more secure tomorrow.

Health Insurance

Health insurance is an essential component of modern living, designed to protect your
health and financial well-being in the event of a medical emergency. It works on the risk-
pooling principle, in which individuals pay premiums to an insurance firm, resulting in the
creation of a fund to cover medical bills. Health insurance was created in reaction to the
rising expenses of healthcare, like a shield against rising medical costs. It assures access
to quality healthcare without draining your savings. The COVID-19 pandemic emphasized
the significance of health insurance in the context of Nepal. Many people benefited from
this. The health insurance pays for medical expenses such as hospitalization, surgery,
drugs, and doctor's fees. If you have health insurance but do not file a claim during the
policy year, your premiums are not wasted. In essence, health insurance is a preventative
step to safeguard both your health and your cash, Even if you don't use it, it's a critical
safety net that ensures vou're ready for any medical issues that life throws your way.

Property Insurance

Property insurance is a critical financial tool that protects yvour tangible assets, such as
your home, commercial property, or inventory, against a variety of risks and unanticipated
catastrophes. This insurance is critical in terms of financial security. Property insurance
often covers damages caused by a variety of occurrences, such as natural disasters,
tire, theft, vandalism, and others. It ensures that the value of your possessions can be
recovered in the event of loss or damage. It protects businesses from the unexpected,
allowing them to recover and prosper even in the face of hardship. Property insurance isa
prudent investment in protecting your possessions and ensuring a secure future, whether
you are a homeowner or a company owner.

Vehicle Insurance

Vehicle insurance, sometimes known as auto insurance or car insurance, is a financial
arrangement that protects individuals and organizations from financial losses caused by
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accidents, theft, or other catastrophes involving their vehicles. This insurance is intended
to protect both the car owner and third-party participants in the event of an accident,
collision, or damage to the insured vehicle.

Travel Insurance

Travel insurance is a specialized financial product made to offer protection and coverage
to people setting out on domestic or international travel. As a safety net, it reduces the
financial risks brought on by unforeseen circumstances and emergencies while traveling,
In terms of coverage, travel insurance policies can differ greatly and be customized to fit
certain travel requirements.

S0, why should you get an insurance policy? The answer is simple- it is your safety net and
protector against the uncertainties of life. Insurance gives you the power to decide your
future, whether it's by safeguarding your health through medical insurance, securing
your car, or making plans for a pleasant retirement. Your choice to purchase an insurance
policy, much like the father of a friend of mine, may mean the difference between hope
and despair, between postponed dreams and fulfilled goals.

I strongly advise you to start thinking about insurance now rather than waiting for the
trouble to knock at your door. Instead, see it as a proactive and empowered move toward
realizing your goals and safeguarding the interests of those who matter most to you.
By doing this, you're not just buying a policy; you're also investing in mental stahility,
resiliency, and the ability to follow your goals fearlessly. Insurance acts as the needle in
the tapestry of life, ensuring that your story is conveyed even in the face of unforeseen
difficulties.
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Health Service Delivery in COVID 19:
Roles of Local Government

7 Chandni Kayastha
Training and Research Officer, Nepal Administrative Staff College

Introduction:

The global health of the entire world was at stake when COVID-19 swept across the
world, resulting in over 5.4 million deaths (Worldometer, 2021). With 827,972 recorded
cases and 11,590 fatalities by the end of 2021, Nepal was no exception (MOHPF, 2021).
However, the COVID-19 pandemic was much more than a health crisis; it was, without
a doubt, a governance catastrophe that will leave lasting social, economic, and political
scars for years to come. It posed a threat to the normal functioning of the state and the
delivery of public services, impacting public service delivery, transparency in emergency
procurements, access to critical public information, and effective communication between
different levels of government and public institutions (QECD, 2021).

In the case of Nepal, it had only been five years since the country became a federal state,
and while the country struggled to transition from a unitary to a federal system, the
unexpected onset of the COVID epidemic profoundly impacted the nation. In the wake
of the COVID-19 pandemic and its ever-increasing number of positive cases every day,
Mepal faced unprecedented uncertainty and challenges. As a first step, Nepal imposed its
tirst-ever nationwide lockdown on March 24, 2020, and rapidly reinstated it on August
14, 2020, Similarly, the second wave of lockdown hit the nation in mid-April. The absence
of contingency measures to smooth supply chains and consumption during the lockdown
had a profound impact on every sector of the country's development, with healthcare
being severely affected.

To address this global crisis, a response from the federal, provincial, and local governments
was equally necessary (Karki, 2021). While the roles of federal and provincial governments
remained pertinent at the policy level, local government played a crucial role in public
service delivery and governance at the community level. Health, defined as a prominent
public service with equal access to health services enshrined in the constitution as a
basic right of citizens, highlighted how the government ensured first-hand public service
delivery during the COVID-19 pandemic (Government of Nepal, 2015). Moreover, the role
played by local government in healthcare governance during the pandemic can serve asa
case study of public service delivery by the Nepali government in the context of COVID-19,

Health Service Delivery:
The conceptofpublicservice delivery encompassesfunctions, stakeholders, accountability,
transparency, and the level at which stakeholders operate (Khalil & Adelabu, 2012).
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This concept draws from various theoretical frameworks in different public sectors,
contributing to a better understanding of public service delivery [Mansoor et al,
2018). When viewed from a healthcare perspective, service delivery becomes a crucial
element. Service delivery is considered the first building block in the WHO framework,
defining good health services as effective, safe, quality personal and non-personal health
interventions provided to those who need them, when and where needed, with minimal
waste of resources (WHO, 2010].

Furthermore, service delivery is a direct outcome of the health system's inputs, which
include healthcare personnel, procurement and supplies, and finance. Ensuring the
availability of healthcare services that meet minimum quality standards and ensuring
access to them are key duties of a health system. Therefore, efforts to reorganize healthcare
service delivery must align with the key features mentioned in Figure 1.

Figure 1: Features of Health Service Delivery as mentioned in WHO Building Blocks of
Health System

The term “comprehensive health
service” describes the range of services
available (Haggerty et al, 2011). The
procedures and processes through
which health workers, policymakers,
and leaders of health sectors justify
and assume responsibility for health
actions are referred to as accountability
(Brinkerhoff, 2004 ). The term "coverage”
is frequently used to indicate whether or
not individuals are receiving the services
they require (Shengelia et al, 2003).
Accessibility is a wide phrase with many
dimensions: a systematic examination
of the physical, economic, and socio-
psychological components of people’'s capacity to use health care is required for a
thorough measurement of access (Gulliford et al, 2002). Quality of health care refers to
providing the appropriate care at the appropriate time, responding to the requirements
and preferences of service users while reducing harm and resource waste (Kohl, 2018).
Person-centered care entails more than just giving people what they want or informing
them. It entails taking into account people's aspirations, values, family conditions, societal
circumstances, and lifestyles; perceiving each person as an individual; and cooperating to
find acceptable answers [Network, 2016).

While defining the characteristics of health care, the penultimate aspect, coordination,
entails a wide variety of stakeholders (McDonald et al, 2007). It is not just about the
patient and the health professional, but also about the health sector executives and
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policymakers who are responsible for evaluating their health systems. They should
engage in the process to discuss how to include these qualities in their state or area.

The essence of these features can be seen in the health sector functions of Nepal, which are
mentioned in the Functional Analysis and Assignments (FAA) document. Service delivery
is given high priority because out of 103 functions, 37 functions are related to service
delivery, and among the 37 functions, 16 are the responsibilities of local government, while
12 functions are under the jurisdiction of the province, and the rest belong to the federal
government. Local level functions include management of basic health, sanitation, and
nutrition, along with their specific components such as reproductive health, maternal and
newborn care, Ayurveda and alternative health services, healthcare waste management,
control and prevention of diseases, and public health emergency management, among
others (LGOA, 2017).

In the later part of this paper, based on these features and functions, we will discuss how
the local government of Nepal deals with the challenges brought by COVID-19, especially
in the area of health service delivery, and what roles they perform to ensure better health
service delivery.

Methodology:

The study adopted the qualitative research approach, and since the data are collected
through various secondary sources like reports, policies, guidelines, and frameworks,
content analysis is used to analyze the collected data. Content analysis is a research
method that provides a systematic and objective means to make valid inferences from
verbal, visual, or written data in order to describe and quantify specific phenomena
[Downe-Wamboldt, 1991). The content chosen for this study is "Health Service Delivery"
and "Local Government." For the analysis, the data are collected specifically from three
different types of documents:

Engaging with Local Government Reports — Based on the project of Nepal Administrative
Staff College

Monitoring the building blocks of health systems: a handbook of indicators and their
measurement strategies

International literature and practices in addressing COVID-19

Findings and Discussion:
Impact of COVID-19 on Health Service Delivery:

All facets of healthcare delivery were affected by the lockdown tactics. Other stakeholders,
such as social workers, highlichted concerns about inadequate hospital readiness and
plans for COVID-19 patients, doctors' unwillingness to see patients, and a shortage of
ambulance services in the face of increased COVID-19 cases and fatalities (Mainali et al,,
2021). Despite this, few community leaders appear to defend and maintain that health
services were supplied on a constant basis.
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One of the primary reasons for interruption in health services, such as testing,
isolation, and quarantine, has been identified as a lack of coordination and pre-emptive
preparedness across the three levels of government. The spread of infection among
healthcare personnel, in addition to the lack of coordination and readiness, compromised
the ability to respond to COVID-19 cases in the general public. This leads to individuals
seeking private healthcare as an alternative, which is more expensive and unattainable
for many of the most vulnerable people in the poor and disadvantaged neighborhoods,
who are the most impacted and at risk of COVID-19 (Singh et al., 2021).

The federal government did not sufficiently plan for the COVID-19 pandemic, according
to a few ELG studies, which has had an impact on overall healthcare delivery to the local
community. Despite the fact that the federal and provincial governments have taken a
number of decisions, local governments are becoming more frustrated with the slow
pace of implementation. Local authorities complained that the federal and provincial
governments did little more than collect data and issue repeated directives. According
to a mayor of one municipality, there is a lack of clarity on the division of responsihilities
among several authorities, or that such entities are evading responsibilities.

Roles of Local Government:

All levels of government expanded their efforts to restrict the spread of the illness as
a result of public pressure. While the federal government imposed the nationwide
lockdown, local governments have been at the forefront of the country’s public health
response, providing critical information and offering help.

Spreading Awareness and Dissemination of Information:

Local governments have taken the lead in forbidding public meetings, establishing
information centers, building hand washing systems, providing isolation beds, and
enforcing quarantine measures at public and private hospitals. Local governments around
the country have begun public awareness campaigns to educate the public about the
virus's prophylactic measures. For example, the Dhangadhi Submetropolitan city issued
advisories asking residents to avoid large gatherings. In Tripurasundari Municipality,
local officials established health centers to provide information and health examinations
to migrant workers returning from India. Similarly, health desks were established in
Dhading Municipality to screen individuals entering the municipality from other regions.
Volunteers and medical personnel have been dispatched by local governments to examine
individuals for fever and other symptoms. Local governments are also aiding provincial
governments by compiling information on the number of people in quarantine or isolation
who have returned from abroad and need help. The federal government focuses on patient
treatment, while state and local governments establish isolation and quarantine facilities.
Furthermore, local governments play a vital role in preventing the virus from spreading
by monitoring and adjusting (and, in some circumstances, temporarily ceasing) the supply
of public services.
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Funding:

Many municipalities in Bagmati Province have established disaster management funds to
support response efforts. Local governments are also receiving additional funding from
provincial governments to support their efforts. Furthermore, local governments have
been given permission to use funds from their equalization grants to combat COVID-19.

Health Desk and First-Hand Service:
Local governments set up health checkpoints at the key entrances to their jurisdictions
and conducted preliminary health screenings on individuals arriving from other areas to
see if they had COVID-19 symptoms such as fever, cough, cold, sore throat, and muscular
pains. Everyone entering Nepal from India has been subjected to health screening by local
administrations along the Nepal-India border.

Procurement of Medical Supplies:

As part of their preventative effort to battle the spread of COVID-19, the local government
has made every effort to raise the level of local public health care by obtaining required
medications, personal protective equipment [PPE), masks, gloves, and other items.
Some local governments made preventive preparations to handle materials and procure
medications even before the lockdown was declared, utilizing their connection to
healthcare material suppliers, as a consequence of proactive initiatives taken by elected
officials and health section staff. However, many other local administrations, even after
the lockdown, were unahble to coordinate and purchase critical goods and medications for
a lengthy period.

Mobilization of Health Workers:

Local governments have enlisted the help of healthcare personnel to combat COVID-19
and provide healthcare services. However, there are numerous accusations that there are
fewer healthcare staff available than the posts that have been given. Many local units lack
appropriate healthcare professionals due to complications that developed throughout the
workforce integration process in the health sector. The scarcity of healthcare personnel
in rural areas is significantly worse. Regular healthcare services have been discontinued
in several local units because all available healthcare staff have been deployed to combat
the threat of COVID-19.

Quarantine Management:

Individuals in quarantine and those suspected of being infected with COVID-19 are tested
using RDT and PCR testing. The majority of local governments have pooled their resources
to build quarantine facilities. Although most quarantine facilities are public buildings
such as government offices, health offices, and schools, a few local governments have also
used hotels. However, most of these quarantine facilities, which were built in a hurry and
with little resources, do not fulfill the Government of Nepal's criteria, and therefore have
increased the danger of spreading COVID-19 infections rather than confining them.

Pro-activeness of Elected Representatives:
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Elected officials and local citizens appear to have played a key role in identifying those
who have come into contact with people who have been diagnosed with COVID-19. When
two members of the same household tested positive for COVID-19 in Rapti Municipality,
Chitwan, a committee comprised of healthcare professionals and the ward chairman was
created to do contact tracing. Moreover, the initiation and concerns of ward officials have
been effective in raising awareness of COVID in the community.

Conclusion:

Local governments, which operate in the closest contact with citizens, are on the front
lines of putting the federal and provincial governments' policies and initiatives in place
to prevent and manage the spread of COVID-19 infections. They continue to handle
important medications and personal protective equipment (PPEs) to safeguard citizens
and healthcare professionals from infections despite their low resources. They are also
in charge of supervising quarantine facilities for citizens returning from all around the
country and the world.

Despite the fact that local governments lacked the resources and experience to prevent
and control the spread of COVID-19, which struck them as an unexpected situation, local
covernments, spurred on by their leadership's initiatives, forsook their reliance on the
federal and provincial governments in favor of using the rights granted to them for basic
health service delivery.
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Design Thinking in Public Sector:
A Human-Centered Approach to
Innovation
. Bipin Ojha
Assistant Director, Securities Board of Nepal (SEBON)

Introduction

Innovation isn't a luxury anymeore, it's a necessity in the rapidly changing and dynamic
landscape of government. As the needs and expectations of their service recipient change,
Governments and Public Agencies have to adapt in a way that can cope with complicated
challenges. The Baby Boomer and Generation X-dominated architecture of service
delivery must change to reflect the shifting demographics of service users, including
Generation Y, Generation Z, and Generation Alpha. There is a sizable design gap as a
result of this generational shift in technology exposure and expectations. Design thinking
is an effective approach that has been gaining traction over the last few years. In order
to address people's needs, technology possibilities and business success requirements,
Design Thinking is based on a human-centered approach to innovation that draws upon
the design toolkit. This article explores design thinking from a Public Sector point of view,
looking at its specific characteristics, its different outlooks than conventional views and
how they apply to the area of government and public services.

The Essence of Design Thinking

At its foundation, Design Thinking is a way for solving creative problems. It stands out

tor its unrelenting attention to the human aspect. Here are some distinctive qualities of

Design Thinking:

1. Human-Centered Serving citizens' needs and interests is a top priority in the
public sector. Design Thinking begins when one finds out what people need
and want. In order to gain a deep understanding of their motivation and to
share their feelings with others, it goes beyond mere observations. Public
sector professionals can start developing solutions that really appeal to society
through understanding people's point of view.

2. Highly Creative Professionals are encouraged to view circumstances
differently by using Design Thinking, It's forcing them to think outside the box
of the apparent answers and the available options. In a time when innovation
is crucial to the challenge of tackling complex societal problems, this creativity
component is crucial,

3. Collaborative In the public sector, no problem is solved in isolation. The Design
Thinking strategy encourages working as a team, to tackle the problem in its
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entirety and develop solutions that improve people's experiences. In order
to address the complex challenges effectively, cooperation between public
agencies and with each other is essential.

4. Iterative Design thinking is an iterative process rather than a linear one. It
entails going back and forth between each step in order to reach the intended
conclusion or outcome, but only after a cycle of learning and discovery. More
adaptable and responsive policies and services might result from this iterative
approach to public administration.

5. Hands-On In design thinking, concepts are not limited to presentations or
papers. Through prototyping, they become real. Professionals in the public
sector might create rough or low-fidelity prototypes to learn how to improve
their ideas. This hands-on approach may produce more workable and
approachable answers,

6. Show, Don't Tell The public sector relies heavily on communication. Instead of
depending just on description, Design Thinking urges experts to provide the
consumer, the opportunity to experience the story through action, language,
ideas, sensations, and feelings. Clearer communication of policies and activities
may result from this strategy.

What Design Thinking is Not

To fully understand Design Thinking, it's essential to dispel some misconceptions:

1. Not Only for "Creative" People or Product Designers Design Thinking is not
limited to individuals with artistic or creative backgrounds. Anyone, including
the people working in the public sector from administrators to policymakers,
can adopt it. It is a flexible technique that is applicable to almost of all the
sectors and responsibilities,

2. Not a Narrow Equation to Aesthetics and Craft While aesthetics and
craftsmanship can be a part of the process, Design Thinking is not solely
focused on making things look good. It's about creating solutions that work
effectively and meet the real needs of the public.

3. NotJust a Brainstorming Session Beyond brainstorming, Design Thinking is an
organized technique. It involves a set of precise actions that direct problem-
solving from testing to empathy. Just one component of the ideation process
is brainstorming.

4. Nota “One-Day” Process Design Thinking is not a quick fix. It's a methodical,
iterative process that takes time and energy. Effectively addressing complex
public sector concerns might take months or even years.

5. Not an Approach to Replace Analytical Problem Solving In the public sector,
analytical problem-solving has a place. By including a human-centered,
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creative dimension, Design Thinking enhances it. Both strategies can coexist
while addressing various problems.

Not a Silver Bullet for All Types of Problems Although Design Thinking is a
useful technique, not every issue the public sector tackles may be appropriate
for it. It's crucial to evaluate each circumstance to see if Design Thinking is the
best course of action.

Traditional Thinking vs. Design Thinking

Traditional Thinking:

Lots of Reports and Documentation: Traditional thinking often involves
extensive documentation, which can be time-consuming and may not always
lead to practical solutions.

Scared of Failing: Risk aversion is prevalent in the public sector. Fear of failure
can hinder innovation.

Certainty Is the Key: Traditional approaches seek certainty and predictability,
which may not align with the dynamic nature of public service challenges.

Focus on Solution: Traditional thinking tends to jump directly to solutions
without fully understanding the problem from the user's perspective.

Get It Perfect the First Time: There's a strong emphasis on getting everything
right from the outset, which can lead to delayed implementation and missed
apportunities.

Talk About Your Idea: Traditional approaches often rely on talking about ideas
rather than tangible prototypes or experiences.

Give the right answers.

Subject Expert.

Design Thinking

Show, Don't Tell: Design Thinking emphasizes tangible prototypes and
experiences over lengthy reports.

Learn from Failures: Embracing failure as a learning opportunity is a
fundamental principle of Design Thinking.

Embrace Ambiguity: Design Thinking acknowledges that some level of
ambiguity is inherent in complex problems and doesn't shy away from it.

Focus on Human Values: Human-centered design values the experiences and
needs of people at the core of problem-solving.

Iterate: Design Thinking is inherently iterative, allowing for continuous
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improvement and adaptation.

» Make Your Idea: Design Thinking encourages the creation of prototypes and
tangible solutions rather than just discussing ideas.

¢ Askthe right questions.

* Process Expert.

Traditional Thinkin Design Thinking
— =414
=2+

4 _l— 4 :. — =4 X732

E =12—4
=243

Discovery of what is Discovery of what “Works™.

“Right” or so-called “Correct” Aninfinity of Possible Answers.

The Brain in Design Thinking

Design Thinking engages both sides of the brain—the rational left and the intuitive
right—to solve problems effectively. The left brain provides logical analysis, structure,
and organization, while the right brain offers intuition, creativity, and emotional
understanding. In the public sector, this dual-brain approach can lead to more well-
rounded solutions that resonate with citizens' needs and emotions.

Left Brain Right Brain
Analytical Creative
Holistic
Subjective
Present & Future
fa—
B
P

Rational

Objective

Present & Past
Facts Feelings
Order/Patiern Spatial

Planned Spontaneous

Diverge and Converge: The Dual Approach

Design Thinking requires practitioners to do both—diverge and converge. Diverging
involves expanding possibilities and creating choices, while converging involves
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narrowing down options to make informed choices. This dual approach allows public
sector professionals to explore a wide solution space and then select the most viable and
user-centered solutions.

The Three Lenses of Human-Centered Design
To provide a holistic approach for experience innovation in the public sector, Design
Thinking offers three lenses:

Business
Viability

Process
innavation

Emoational
Innovation

mign Elr-l-l-'ll:."rll:l"
Thin kl ng I oGt o

Functional
innovation

People
Desirability

Technology
Feasibility

1. People (Desirability): Understanding the desires and needs of the people is at
the core of human-centered design in the public sector. This lens ensures that
policies, services, and solutions align with what citizens truly want and value.

2. Technology (Feasibility): While human-centered design is essential, it
must also be feasible from a technological perspective. The technology lens
helps public sector organizations assess the practicality and viability of
implementing innovative solutions.

3. Business (Viability): Public sector organizations must operate efficiently and
sustainably. The business lens ensures that innovative solutions are financially
viable and align with the organization's overall goals and objectives.

Steps of Design Thinking in the Public Sector
Design Thinking consists of five distinct steps that guide the process of creative problem
solving in the public sector:
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Define Ideate Prototype

Fig.: Design Thinking Process

1. Empathize

The first step in Design Thinking is to empathize with the people you are designing for.
This involves gaining a deep understanding of their problems and realities. In the public
sector, empathy is crucial for delivering services that truly meet the needs of citizens.

Empathy begins with a genuine and deep understanding of the challenges, aspirations,
and experiences of citizens. In the public sector, this means stepping into the shoes of the
community and seeing the world from their perspective.

‘s Three Steps to Empathize:

a. Observe: Observation involves closely watching how users
interact with their environment. Public sector professionals can
capture quotes, behaviors, and other notes that reflect citizens'
experiences. This step helps identify what citizens think, feel,
and need.

b. Engage: Engaging with citizens can take the form of scheduled
interviews or ad-hoc conversations, Learning how to ask the
right questions is essential to uncovering valuable insights.
Through engagement, public sector professionals can dive
deeper into understanding citizens' perspectives.

c. Immerse: Immersing onesell in the lives of citizens is the most
effective way to understand their needs. This might involve
spending time in their communities, experiencing their daily
routines, and actively participating in their activities. Immersion
helps public sector professionals develop true empathy.

= Empathize Tools: To foster empathy in the public sector, various tools and
techniques can be employed:

*  Assumea Beginner's Mindset: Approach the problem with the curiosity
and openness of a beginner, free from preconceived notions.
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* Ask What-How-Why: Use these questions to delve deeper into
understanding the motivations, actions, and underlying reasons behind
citizens' behaviors.

s  Ask the 5 Whys: Continually ask "why" to uncover the root causes of
problems and challenges faced by citizens.

« Empathy Map (Says, Thinks, Does, Feels): Create empathy maps to
visually represent the thoughts, feelings, and actions of citizens.

* Conduct Interviews with Empathy: When conducting interviews,
approach them with empathy, actively listen, and seek to understand
without judgment.

o Build Empathy with Analogies: Drawing parallels with familiar
experiences can help public sector professionals empathize with citizens.

s Story Share-and-Capture: Encourage citizens to share their stories,
experiences, and perspectives. Capture these narratives to gain deeper
insights.

s (Create Journey Maps: Develop journey maps that depict the entire user
experience, highlighting pain points, moments of delight, and areas for
improvement,

2. Define

Once a deep understanding of citizens' needs and experiences is established, the next
step is to define the problem. In the public sector, this involves synthesizing observations
and empathic insights into a meaningful and actionable problem statement that design
thinkers will focus on solving.

= Synthesize Your Observations: The observations gathered during the
empathize phase are synthesized to distill key insights. This synthesis process
helps public sector professionals gain clarity about the challenges citizens face
and their underlying causes.

> Definition of a Meaningful Problem Statement: A great problem
statement is the cornerstone of effective problem-solving. It sets the direction
for the ideation phase that follows. In the public sector, a well-defined problem
statement kick-starts the ideation process in the right direction.

P2 Unpack Your Empathy Findings: Empathy findings are unpacked into
needs and insights. Public sector professionals identify what citizens truly need
and gain insights into the root causes of their problems. This unpacking process
helps define a meaningful challenge.

> Define Your Point of View: The definition phase culminates in defining a
clear and actionable problem statement. This point of view serves as a guiding
light for subsequent stages of the Design Thinking process.
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> Define Tools: Various tools and techniques are employed during the
definition phase to refine the problem statement:
o PointofView: Crafta concise statement that summarizes the problem
fromtheuser'sperspective.Thisstatementguidestheideationprocess.
How Might We: Use this question format to reframe challenges as
opportunities. "How might we" statements open up possibilities for
creative solutions.

o  Why-How Ladder: Explore the "why" and “how" behind the problem
statement to gain a deeper understanding of its root causes.

o Powers of Ten: Consider the problem from different scales, from the
micro-level to the macro-level, to gain comprehensive insights.

3. Ideate

Ideation isthe stage where public sector professionals generate radical design alternatives.
The goal is to explore a wide solution space, considering both a large quantity and broad
diversity of ideas. From this pool of ideas, prototypes can be developed for testing with
citizens.

= Generate Radical Design Alternatives: In the public sector, ideation
involves thinking outside the box. Design thinkers aim to break free
from conventional solutions and explore innovative possibilities. Public
policies, services, and processes can be reimagined during this phase.
Goal: Quantity and Diversity of Ideas The more ideas generated, the higher
the chances of finding unique and effective solutions. Diversity in ideas
ensures that various aspects of citizens' needs and experiences are addressed.
From Ideas to Prototypes: |deation sets the stage for creating prototypes. In
the public sector, these prototypes can take various forms, from policy drafts to
service concepts. Prototyping allows public sector professionals to test and refine
their ideas.

b Tools to Ideate: To facilitate ideation in the public sector, various tools and
techniques can be employed:

o Brainstorm: Conduct brainstorming sessions to encourage open idea
generation. In the publicsector, these sessions caninvolve multidisciplinary
teams.

o Braindump: Allow participants to freely express their ideas without
judgment or criticism.

o Brainwrite: Encourage written idea generation, enabling individuals to
contribute ideas in a structured manner.

o Mindmap: Visualize connections between ideas using mind maps. This
technique can help identify patterns and relationships.
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o Storyboard: Create visual narratives that depict how a policy or service
will unfold from the user’s perspective.

o Creative Pause: Sometimes, taking a step back and giving yourself time
to think can lead to breakthrough ideas. The creative pause is a tool for
reflection and inspiration.

4. Prototype

Prototyping is a critical step in Design Thinking, where ideas are brought to life in physical
or digital forms. Prototypes can be anything that takes a physical form—a wall of post-its,
a role-playing activity, or a tangible object. In the public sector, early-stage prototypes are
typically inexpensive and low-resolution to facilitate rapid learning and exploration.

e Prototype as a Conversation Starter: Prototypes serve as conversation
starters. They allow public sector professionals to communicate their ideas
visually and interactively. Citizens, stakeholders, and team members can engage
with prototypes to better understand proposed solutions.

> Interaction Drives Deeper Empathy: Interactions with prototypes
foster deeper empathy. Citizens and public sector professionals can experience
how policies or services will function in practice, providing valuable insights for
refinement.

> Tools to Prototype: In the public sector, various tools and methods can be
used for prototyping:
o Low-Fidelity Prototypes: Create simple, cost-effective prototypes to
explore ideas quickly and make necessary adjustments.
o Role-Playing: Act out scenarios to simulate how policies or services will
impact citizens' lives.
o Mock-ups: Develop visual representations of interfaces, forms, or
documents to test user interactions.

o Storytelling: Use storytelling techniques to illustrate how policies or
services will unfold over time.

o Paper Prototyping: Create paper-based models or interfaces to visualize
and test concepts.

o Digital Prototypes: Develop interactive digital prototypes to simulate user
experiences.

5. Test

Testing is the final phase of the Design Thinking process, providing an opportunity to
gather feedback, refine solutions, and continue learning about citizens’ needs. In the
public sector, the test mode involves placing low-resolution prototypes in the appropriate
context of citizens' lives.
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Fs Gather Feedback: Testing allows public sector professionals to collect
feedback directly from citizens and stakeholders. This feedback is invaluable
for fine-tuning solutions and ensuring they align with citizens' expectations.
Refine Solutions: Based on feedback and insights gained during testing, public
sector professionals can refine and iterate on their solutions. This iterative
approach ensures that policies and services continuously improve.

= Prototypes: know You're Right, Test as You Are Wrong While creating
prototypes, it's essential to have confidence in the proposed solutions. However,
during testing, it's crucial to maintain a mindset of humility and openness. Test
assumptions and be willing to adapt based on user feedback.

Uncertainty / Patterns / Insights Clarity / Focus

Rescarch Concept Design

Fig: The Squiggle of Design Thinking by Daniel Newman

Conclusion

Design Thinking offers a powerful framework for innovation in the public sector. By
focusing on human-centered solutions, embracing creativity, and fostering collaboration,
governments and public organizations can address complex challenges while improving
the lives of citizens. As governments continue to navigate the ever-changing landscape
of public service, Design Thinking will remain a valuable tool for driving positive change
and innovation.

References

(n.d.). Design Thinking: An Approach To Creative Problem Solving. Operational
Excellence Consulting.

Liedtka, ]. (2018). Why Design Thinking Works. Harvard Business Review.
Maria, V. D. (n.d.). Design Thinking. Open Design and Manufacturing.
Newman, D. (2006). The Squiggle of Design Thinking.

I P 0 R



Sy

Anti Money Laundering in Insurance

. Ritesh Pudasaini
Deputy Manager, Nepal Reinsurance Company Ltd.

As a result of quick technology improvements and the globalization of financial services,
money laundering is becoming a more global and complex crime. Thanks to banking
systems, criminals may shift millions of dollars in an instant using computers and
satellites. Along with banks, other institutions widely used for money laundering include
stock brokerages, gold dealers, casinos, auto dealerships, and insurance companies.

The complicated network of unlawful activities mixed with social engineering, identity
theft, and other malicious actions can make up money laundering that preys on the
insurance industry. Money laundering makes financial crime more widespread. The
Coalition Against Insurance Fraud [CAIF) has examples of the intricate nature of financial
crimes in the industry. A tracker of fraud schemes involving money laundering is provided
by CAIF

The insurance industry is interesting to money launderers because insurance products
are commonly marketed by independent agents or brokers who do not directly represent
insurance companies. Agents and brokers usually lack knowledge about the value of
customer screening and asking about payment methods. Agents and brokers have been
occasionally involved with criminals to defraud insurers in order to facilitate money
laundering.

Why Money Laundering Is Attractive in the Insurance Sector?
The insurance industry is prone to these operations that paves way for money laundering.

1. Large Quantities of Money are Normal: Large sums of money are handled on
a regular basis in the insurance industry, Massive financial swings are easier
to disregard when there are large claims, huge insurance, and investment
accounts,

2. The Industry’s Diversity: The insurance industry handles a wide range of
financial protection. This encompasses anything from life insurance to health
insurance to property insurance to vacation insurance. This makes it difficult
to detect illegal activity.

3. Sudden Shifts: It is not uncommeon in the insurance sector to have substantial,
unexpected financial transactions. Large claims may be paid out all at once,
followed by several months of little action. Nobody believes this sort of conduct
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is out of the ordinary in the insurance sector.

The insurance industry is vast, diversified, and prosperous. As a result, the sector is
vulnerable to money laundering,

Around two-thirds of insurance businesses were victims of financial crime in 2021,
according to PwC's Global Economic Crime Survey 2022, Because of the enormous flows
of money into and out of their businesses, life insurance companies are particularly
vulnerable to money laundering. The majority of life insurance companies provide
extremely flexible plans and investment options that enable clients to deposit significant
sums of money and withdraw them later with only a modest value loss.

As a result, a number of policies regarding anti-maoney laundering [AML) in insurance
sector are put into place by governments and international organizations, and life
insurance sanctions lists are produced. Insurance companies should make sure they are
aware of their responsibilities and how to carry them out as part of their AML because
compliance penalties include fines and jail time,

The following insurance systems and products are susceptible to money laundering:

1. Single premium policies: These allow significant sums of money to be
laundered in the insurance industry in a single transaction.

2. Annuity policies or high regular premium savings: Money launderers
can use annuities or high-premium savings products to earn legitimate
income after paying premiums with illegal money.

3. Policy loans: After accruing value through premium payments, money
launderers can get loans against their insurance policies by pledging the
policy's cash value as security. Policy loans are not subject to thorough
AML insurance checks and are not subject to repayment. The value of the
loan and interest will be deducted from the death benefit.

4. Policy surrender: In order to get their deposit money back, money
launderers can surrender their policies at a loss.

5. Top-ups: After paying a minimal upfront premium to evade regulatory
scrutiny, money launderers can increase their policy payments to transfer
more illicit funds.

6. Ownership transfer: Customers can buy insurance policies and then
transfer ownership to a dishonest third party, who then takes the money.

7. Collateral: Bank loans may be secured by single premium insurance
policies. Money launderers may give up their insurance in order to pay
back their loans.

8. Secondary life market: In the case of life insurance, clients in ill health
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have the option of selling their policy to a nefarious third party rather
than surrendering it. The new insurance owner must then be identified
by the insurers.

Insurance Money Laundering Warning Signs

Here is a list of some potentially suspicious behaviors that insurance professionals
might run into, which could be an indication of money laundering or terrorism

funding.

1

The cash surrendervalue of permanent life insurance policies is borrowed
against when payments are paid to ostensibly unrelated third parties.

A customer purchases a product that appears to be outside the customer's
regular financial capabilities or estate planning needs,

A customer purchases insurance products with a single, sizable premium
payment, particularly if the payment is made in an unusual form, like
with cash or currency equivalents.

A buyer purchases products with termination qualities without taking
into account, the product’s investment performance.

Policies are purchased that permit the transfer of beneficial ownership
interests without the knowledge or consent of the insurance issuer.
Bearer insurance policies and utilized endowment plans are included.

It's very uncommon for consumers to purchase numerous insurance
policies before using the money from an early policy surrender to
purchase other financial assets.

A client uses numerous currency equivalents, including cashier’s checks
and money orders from different banks and money service businesses, to
make insurance or annuity payments.

A customer returns an insurance policy before the free trial term has
expired.

A customer names a beneficiary for a product or insurance who is a
seemingly unrelated third party.

Detecting insurance fraud and AML Using Technology

By examining social media posts, profiles, and behaviors, social media analysis can spot
possible fraud or AML issues, To confirm the wveracity of insurance claims, telematics
devices can track and examine car data. Anomalies in the claims data can be spotted by
fraud detection software, which can then flag possibly fraudulent claims. Automated claims
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processing can speed up the claims process and check claims data, eligibility, and coverage.
Automated transaction monitoring can keep track of money transfers and spot odd behavion
Tools for Know Your Customer (KYC) and Customer Due Diligence (CDD) can be used to
confirm customer identities, evaluate risks, and adhere to AML laws.

Benefits of Technology for Fraud and AML Detection
Using technology to spot insurance fraud and AML has a number of benefits, including:

1. Increased effectiveness and precision: The system analyzes massive volumes
of data more rapidly and accurately than manual review or data analytics to
identify potential fraud or AML issues.

2. Processing costs and durations: By automating and streamlining fraud or AML
detection and prevention procedures, money laundering can be addressed in
reduced cost and duration.

3. Improved complicated fraud scheme detection: Modern technology is able to spot
sophisticated and complex AML or fraud schemes that traditional approaches
might miss.

4. Compliance: It promotes better compliance with rules and laws by assisting
with AML regulations and laws compliance resulting reduction in legal and
reputational issues.

5. Reducing the risk of fraud by enhancing the customer experience: Technology
can give customers a more useful, efficient, and personalized experience there
by increasing readiness to utilize AML via technology. The resulting chain effect
might discourage launderers.

Technology's Challenges in Detecting Fraud and AML

There are a number of challenges and drawbacks associated with using technology to detect
insurance fraud and AML, including:

1. Data Completeness and Correctness: Accurate and full data are necessary for
effective fraud or AML detection and prevention. However, issues with data
silos, data inconsistencies, or missing data might reduce the effectiveness of
technology solutions.

2. False-positive and false-negative findings: Technology-based solutions may
produce false positives or false negatives, or instances of fraud or AML that go
unreported or alerts that are sparked by lepitimate transactions. False positives
can result in fruitless inquiries and the spending of resources, whilst false

negatives can result in significant monetary losses or reputational damage.

3. CyberSecurity Requirements: Technology-based solutions, such asdatabreaches,
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cyberattacks, or hacking attempts, may likewise increase cybersecurity threats.
These risks may endanger the privacy, accuracy, and accessibility of sensitive
data and systems.

4. Adoption and implementation: For technology-based solutions to be adopted
and put into use effectively, significant investments in infrastructure, resources,
and training are required. Aversion to change and a lack of technical expertise
can both hinder the adoption of new technology.

Conclusion

To sustain the stability and integrity of the financial system, strong detection and prevention
measures are needed lor major concerns including insurance fraud and AML. The detection
and prevention of insurance fraud and AML have been revolutionized by technology, which
now provides more precise, effective, and individualized solutions. To fully realize the
advantages of technology-based solutions, certain issues and restrictions related to its use
must be resolved. To improve their capacity for detecting and preventing fraud and money
laundering, insurance firms and financial institutions must put a priority on data quality,
reduce false positives and negatives, limit cybersecurity risks, and encourage the adoption
and implementation of innovative technologies. The fight against insurance fraud and AML
can be more successful and efficient by utilizing technology, which will benefit businesses,
consumers, and society as a whole.
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Simply, money laundering is a crime of converting black money into white money. Itis the
illegal process of hiding the origins of money obtained illegally by passing it through a
complex system of banking transfers or other transactions. As mentioned in the Prevention
of Money Laundering Act 2064, if anyone helps someone to hide the source of money
acquired through tax evasion or terrorist activities or other illegal activities or to protect
the person who has acquired such money from illegal actions, it is considered as money
laundering.

Fraudsters are experts at finding novel ways to launder money. Basically, financial sectors
are highly abused by money How does the illicit money get into the insurance
launders. They channelize q business?

their criminal money into ®
the banking or non-banking
financial institutions and
vet them back with cleaned
return. Insurance sector
also generates a massive
flow of funds so that it is
also challenged by money
launderers. They can place
their illegal money in the
insurance  business by
using various tricks such as purchase of life products, distraction of intermediaries,
fake insurance proposal and so on. Thus, the insurance industry is vulnerable to money
laundering.

I} Buying of life producis

2} Use of various intermediarics

1} Meglipence of employecs

4} Use of digital paymenl galeways

5} Inconsistent enforcement of AML measures

This article deals with how the illegal money enters to insurance business and impose the
bad impacts as described below;

1) Buying of life products

Buying of life products provide the reliable, clean return on the investment after the
certain time interval, that's why the money launderers seek to place bulk amount
of money for insurance contract. Moreover, the features of loan provision, policy
revival /surrender and withdrawal options, flexible claim procedures attract them into
the insurance business. Therefore, the insurer should be conscious of underwriting
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2)

3)

4)

5)

guidelines before the approval of policy contract,
Use of various intermediaries

Life insurance agents, brokers, surveyors, etc. who have the direct relation with the
clients and play the intermediary role in the insurance business, may submit and
let to insure people of any character in order to achieve their business goals, so that
the illicit funds can easily enter into the insurance business. To prevent from the
happening of this, the insurance company must review thoroughly the documents
provided by them to check out the details of proposer in terms of KYC forms and
professional underwriting sheet as well.

Negligence of employees

Money launderers get the way into the insurance business even when the employees
working in the insurance company do not take care of the customer details required
for the insurance proposal received by the company. Sometimes due to the pressure
of the proposer or sometimes due to the compulsion to meet the business target, the
employees easily accept the big proposals without checking properly.

Use of digital payment gateways

[llegal transactions can also be done by making unnecessary payments and demanding
refunds by wrongly using various digital apps such as Esewa, Khalti, Connect IPs, etc.
provisioned for the online payment of insurance premium. Insurers also do not care
much about customer due diligence regarding online payments which also sets easier
way to money launderers.

Inconsistent enforcement of AML measures

Illegal money laundering is believed to have originated in the 1980s with the
introduction of economic liberalization worldwide to whiten black money and if it
cannot be done, black money will be used in terrorism and it will harm the overall
world economy. With that note, the G7 meeting in Paris in 1989 passed a resolution to
stop black money to control terrorism and FATF was formed to control it around the
world. It passed a 49-point resolution and called for global control of this crime. Since
then, efforts to prevent it are being made at the national and international levels. Thus,
money laundering is the worldwide common crime. Each and every organization
must set out the AML guidelines and the relevant acts and laws to prevent from it.
Criminals are always looking for new ways to launder the proceeds of crime, so, if the
law becomes weak, it will be easy for them. Therefore, Insurer must have the tight
AML safety measures and instruct all the concerns to follow it.

The facts described above are the major causes supporting to enter the illegal money
in insurance business.

Now, let's talk about what impact does it create to the insurance industry after the
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placement of illegal money into the insurance sector.
What is the impact of asset laundering on the insurance sector?

Money laundering is the act of making unfair and unlawful money that are
obtained through illegal activities and are not eligible for financial transactions lawful
by utilizing the various means of financial transactions either through the banking
sector or non-banking sectors like insurance. Although it is a criminal act in the eyes
of the law, which are prohibited by law, but some people knowingly and other may
unknowingly get involved in such work. If such actions are carried out easily without
any restrictions, terrorist and criminal activities will rise up in the society and this
will create an unhealthy environment in the overall financial system of the nation and
have a negative impact on the country's economy.

"Impacts of money laundering on insurance ~ >'"¢¢ Insurance is a

rt ? sector” nun-ha:ﬁng hﬁnanciai
2 i sector that is the center

l'l ‘ ? P ]}surrendeﬂmﬂxr]mwalsnflmlmwsr 1 oF money: Lamdhring
*  2)preference of single premium policies i Bl sctivity becamis

3) unusual transfer of ownership and beneficiary  widespread, bad morals

4) demand of policy loan will develop in the

5} premium overpayments insurance business and

ﬁ} mis-sclling the overall insurance

7) fraud claims market, and society may

lose its perception and
trust on insurance. Let
us explain below in detail what effect that money laundering will actually have on the
insurance sector.

1) Surrender/withdrawals of policies

Money launderer's prime motive is to clean up the criminal proceeds. Once it is done,
he moves on to further. Likewise, in the insurance business, they offer more expensive
policies and later try to pass out their money by surrender claim or by withdrawals
of the policies. The money launderer ends up with a check from an insurer which can
be used again to buy further investments (layering/integration). No one will question
the source of funds in the next money laundering stage since at that stage the client
will be paying with a check from an insurer,

2) Preference of single premium policies

Single premium policies are more expensive and requires to pay bulk amount
of premium at once. So criminals are attracted to such kinds of policies to get rid
of substantial amounts of money in one go. Thus, there is high potential money
laundering risk on single premium policies.
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3)

4)

5)

6)

7)

>

Unusual transfer of ownership and beneficiary

A person assisting the criminal or the money launderer purchases a policy in his own
name but later transfers ownership or nominates or changes the beneficiary to a
[seemingly) unconnected third party (e.g., the criminal who had originally generated
the criminal money) soon atter the policy was issued. Thus the insurer needs to carry
out CDD (Customer Due Diligence) on the new beneficiary or policy owner.

Demand of policy loan

The insurance contract also provides credit facilities for the insured. But there may be
a risk that the insured who are assisting the money launderer may take a loan from
their insurance policy and give it to them. Apart from these, the money launderers
who have entered the insurance market by contracting single premium insurance fee
payment, insurance policy themselves can manipulate the funds by taking loans.

Premium overpayvments

Insurers should be careful as they manage illegal amounts even by overpayments
at one time. Therefore, if someone tries to do this, insurer should understand the
reason and stop doing it. At the same time, if the third party is paying the insurance
premium, it should be understood the reason behind it by letting his/her to fill the
customer due diligence form.

Miss-selling

Miss-selling is another impact of money laundering on insurance sector. Insurers
are unwillingly miss-sold as money launderers especially demand single insurance
premium payment plans. This is happening in practice as they agree to afford the
premium no matter how expensive the insurance policy is.

Fraud claims

Money laundering also leads to fraud claims on insurance contract. Once the contract
being signed, the insurer is liable to reimburse the claim as per the terms of agreement.
Since currency launderers are of criminal nature, there is a risk that they can claim
the insurance amount by creating many traps and creating criminal incidents. And,
since this is happening in practice, insurers should be careful.

In this regard, the insurance business is almost in the risk of money laundering. In the
insurance business, we can apply some measures to reduce the degree of excessive
money laundering in some extent. Especially, the preventive measures can be as
follows;

Track discrepancies/changes to sources of funds or source of wealth,
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Track if/when a customer transfers ownership or designates a beneficiary,
Apply/follow the AML safety guidelines,

Track the use of policy loans,

Distract the policy surrender/withdrawals,

Apply the norms of customer due diligence,

LA A A A A

Internal audits and internal checl,
Apply the circular issued by the governing body

All these steps that are supposed to/must be followed by the insurer and the
concern employees individually to restrict the illicit money into the insurance
business. Beside this, there must be the legal provision at national level. In the
context of Nepal, the following legal provisions are in place to prevent money
laundering.

*

i Prevention of Money Laundering Act 2064

8 Mutual Legal Assistance Act 2070

o Extradition Act 2070

' Prevention of Organized Crime Act 2070

Similarly, institutional efforts to control money laundering crime in Nepal are as follows.

v Nepal Rastra Bank has arranged a new and revised format of customer
identification for banks and financial institutions to identify customers.
As mentioned in the revised format, apart from the detailed details of
the customer, the details of the members of the customer's household
must also be mentioned compulsorily. In addition, photocopies of the
citizenship certificates of the members of a household should also be
provided when opening accounts in banks and financial institutions. If
any member of the family is outside the country, it can be mentioned
in the transaction details. Similarly, it is not necessary to mention the
details of deceased family members. Although this arrangement has
caused some inconvenience to the rural sector and ordinary savers
of banks and financial institutions, it seems that it will help Nepal
Rastra Bank in its objective of preventing wealth laundering. Also,
due to this arrangement, there has been some reduction in the rush to
increase the number of accounts in banks and financial institutions. In
addition, Nepal Rastra Bank has made it compulsory to send details of
transactions of ten lakh or more to all banks and financial institutions
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every day. Even from such details, it can be seen that people who deal
with ten lakhs or more on a daily basis can be monitored. The main
purpose of KYC is for banks and financial institutions to get detailed
information about their customers. Although this arrangement has
been implemented worldwide with the aim of preventing customers
who operate bank accounts from money laundering and terrorist
activities, it is very challenging.

Likewise, Nepal Insurance Authority, the regulatory body of Nepalese
insurance companies has provisioned the Insurance Act 2079, AML/CFT
circular, Prevention of Money Laundering (Seizure of Property or Funds
of Listed Individuals or Organizations) Regulations 2070, Guidance on
Suspicious Transactions issued by the Financial Information Unit, Code
of Conduct issued for the insurance sector 2079 for the avoidance of
black money converting to white money.

In conclusion, as being the non-banking financial institution, there
exist the high degree of money laundering in the insurance industry.
The massive flow of funds, through the contract of single premium
products, claims like surrender, fake death, policy withdrawals,
irrelevant nominee assignment, etc, may distract the insurer. 5o, the
insurer must have the careful attention on these suspicious actions and
apply the preventive measures as instructed by the concern regulatory
authority and the main thing is not to violate the law.
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Investing in People: The Value of Health
Insurance Benefits for Organizations

=@ Antovna Gyawali
Training and Research Officer, Nepal Administrative Staff College

It is crucial for organizations to acquire and retain top talent. The job market today has
become very competitive, While salary and career advancement opportunities are still
essential, other benefits, such as health insurance, play a pivotal role. With so many flashy,
new wellness benefits in the industry, it can be easy to forget about the more commaon
perks like employee medical insurance. Emplover-provided health coverage has become
the standard foundation benefit for employees of many companies. Offering health
insurance coverage to employees is more than a reward; it is a strategic decision that
helps the organization and its workforce.

With the entrance of a newer workforce, this generation will not even know what it is
like to work for an employer that does not offer a medical plan. They might ask, "Why
is health insurance important?” instead of company-sponsored gym memberships or
work-from-home days. Health insurance benefits offer employees a safety net in times
of health-related challenges. These benefits extend beyond mere rewards; they are an
essential component of the modern workplace, fostering an environment of security and
well-being.

How did the concept of organizations covering Health Insurance
emerge?

Health insurance, resembling what we think of today, began in the 1930s during the
Great Depression. In this context, several American firms, including American Telephone
and Telegraph [AT&T), were pioneers in providing group health insurance programs to
their employees in the early 20th century. This was a response to the labor shortages
seen during World War L. During the 1930s, Blue Cross plans began to emerge in the US.
They were initially established as nonprofit entities to provide affordable hospital care
coverage to individuals and employees. Companies started partnering with Blue Cross
plans to offer health coverage to their workers.

Similarly, during World War 11, the U.5. government imposed wage controls to address
inflation. Companies started offering health insurance benefits as compensation
packages to attract and retain workers without violating these controls. This led to the
widespread adoption of employer-sponsored health insurance. Different public and
private organizations have valued health benefits as a tool for attracting and keeping
employees, Over the period, preventive care and wellness initiatives have received more
attention recently as a part of employment perks. Organizations have launched programs
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to support employees' health and well-being because they understand the importance
of a healthy workforce for productivity and cost control. The landscape of employer-
sponsored health insurance has been further influenced by statutory requirements,
such as the Affordable Care Act [ACA) in the United States. In many countries, including
Nepal, employer-sponsored health insurance is still paramount while drafting the benefit
package for employees today. However, this domain has yet to be as prioritized in Nepal
as other employee perks,

Benefits
1. Attracting and Retaining Top Talent

Offering health insurance benefits can give organizations a substantial edge in recruiting
in a world where competent individuals are in high demand. When potential employees
evaluate employment offers, they frequently consider the complete remuneration
package, including health benefits. An extensive health insurance program shows that a
company is concerned about the health of its workers and their families.

Furthermore, offering health insurance benefits can aid in retaining talented employees.
Health insurance encourages employees to stay with a company longer, which lowers
turnover rates. High turnover can be expensive and disruptive as new hires must be
recruited, trained, and integrated into the company's operations. Organizations foster a
sense of commitment and loyalty among their staff by offering health insurance, which
lowers the risk of employees looking for other opportunities in the market.

2. Employee Productivity and Well-being

Benefits from health insurance are a significant factor in employees' productivity and
well-being. Employees are more likely to seek preventative care, receive prompt medical
attention for diseases, and successfully manage chronic problems when they have
healthcare coverage. In turn, this lowers absenteeism and boosts general productivity.
When such facilities are not provided, employees who are ill but cannot afford medical
care might still come to work, which could cause illnesses to spread among coworkers.
Increased stress and workload not only impact the afflicted personnel but also reduce
their coworkers' productivity. By offering health insurance, organizations help create
a healthier workforce, reduce the risk of illness transmission, and maintain a more
productive work environment.

3. Legal and Regulatory Compliance

It is a legal requirement in many countries like Germany, Japan and Canada to provide
employees with health insurance benefits. Employers face legal repercussions and
penalties if they do not comply with the regulations. In addition, as many job searchers
prioritize companies that offer complete benefits packages, businesses that do not offer
health insurance may be at a competitive disadvantage when trying to attract talent. It is
not only legal but a moral obligation of the organizations to comply with the healthcare
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regulations. Lack of health insurance can harm an organization’s reputation and create a
wrong impression on the public.

4, Improved Employee Morale and Engagement

Engagement and morale among employees are crucial for an organization to succeed.
Employees are more likely to be motivated and interested in their work if they feel valued
and supported by their company. Providing health insurance benefits is a tangible way
to show employees that their well-being matters. Access to healthcare coverage makes
workers less stressed about medical expenses and more likely to concentrate on their
work. Additionally, they are more likely to feel secure and devoted to their employer,
which can raise spirits and promote a healthy work environment.

-8 Cost Savings and Tax Benefits

While offering health insurance benefits requires organizations to commit financially,
it can save money over time, Employees with health insurance are more likely to get
routine care and handle minor health issues before they become serious, This can lead to
lower healthcare costs for both employees and employers. In addition, organizations that
offer health insurance coverage may qualify for tax breaks and incentives. Governments
frequently grant tax breaks to encourage firms to offer healthcare coverage to their
employees. These tax advantages mitigate the expenditures related to providing health
msurance,

6. Competitive Advantage

Organizations must stand out in a competitive market to attract and retain customers.
Organizations prioritizing employee well-being is a powerful marketing tool. It is common
for customers and clients, especially Millennials and Gen Z, to support organizations
that look out for their staff, which can result in greater consumer loyalty and trust.
Furthermore, employees with health insurance are more likely to have more disposable
income, making them essential customers for many sectors, With this, the employees can
flourish their network, thus benefitting the organizations by turning their network to net
worth, bringing in more clients. Therefore, providing health insurance benefits can start
a virtuous circle of satisfied employees and loyal customers, resulting in organizational
orowth.

7 Ethical and Social Responsibility

Beyondthefinancial advantages, offering healthinsurance isan ethical requirement. Access
to healthcare is a fundamental human right, and organizations have a social obligation
to ensure that their employees can get the necessary medical care. Organizations that
prioritize ethics and social responsibility frequently have an easier time attracting and
keeping socially conscious clientsand workers. Stronger brand loyalty and favorable public
relations result from these people's propensity to support and promote organizations
that share their beliefs.
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In conclusion, providing health insurance benefits to employees is not a mere financial
expense; it is an investment in an organization's future that bears multifaceted fruits. In
today's fiercely competitive job market, attracting and retaining top talent has become a
strategic imperative. While salary and career growth opportunities remain pivotal, health
insurance benefits have become a compelling differentiator. These advantages go beyond
mere bonuses; they form the strong foundation for a healthy and stable workplace. By
offering health insurance coverage, organizations extend a profound message of care and
commitment to the well-being of their employees and their families.

Beyond talent acguisition, health insurance contributes significantly to employee
productivity and well-being. Access to healthcare coverage ensures that employees
proactively seek preventive care, manage chronic conditions, and address medical
concerns promptly. This, in turn, leads to reduced absenteeism, bolstered productivity,
and a healthier, more engaged workforce.

Compliance with legal and regulatory obligations is another critical facet of providing
health insurance benefits. Numerous countries mandate such coverage, and failing
to comply can lead to legal repercussions and reputational damage. Moreover, health
insurance benefits catalyze improved employee morale and engagement. When employees
feel valued and supported, their dedication to the organization soars, fostering a positive
work environment.

The cost savings realized through health insurance benefits are noteworthy from a
financial perspective. Routine care and early intervention translate into lower healthcare
costs for employees and employers. Tax incentives further sweeten the deal, making it a
prudent financial investment.

Moreover, offering health insurance gives companies a significant edge. When companies
care about their employees, it attracts loyal customers and helps workers have more money
to spend, benefiting different industries. Offering health insurance is a manifestation of
ethical and social responsibility. Access to healthcare is a fundamental human right, and
organizations that champion this cause attract socially conscious clients and employees,
enhancing their brand loyalty and public image.

Inthe modern business landscape, the question is “Why provide health insurance benefits,"
but “How can we afford not to?" It is a strategic decision that underpins an organization's
resilience, reputation, and success. Hence, offering health insurance benefits should not
be viewed as an expenditure but as an imperative investment towards securing a brighter
and more prosperous future for employers and employees.
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The Importance of Reinsurance in a
Least Developed Country like Nepal

7. Sebika Thapa
Training and Research Officer, Nepal Administrative Staff College

Nepal qualified to graduate from the category of "Least Developed Country” in 2021 after
meeting the threshold levels on two of three indicators for the third time: the Human
Asset Index and the Economic Vulnerability Index, which assess the country's health,
education, and economy's exposure to natural shocks such as drought, natural disaster,
and agricultural production instability. However, it still faces a number of challenges,
including geographical isolation, natural disaster susceptibility, and a weak economy. In
such cases, insurance, particularly reinsurance, plays a key role in mitigating risks and
fostering economic resilience. This article discusses the importance of reinsurance in
a developing country such as Nepal, focusing on its role in disaster risk management,
economic stability, and long-term growth.

I. Understanding Reinsurance

Reinsurance is a complicated financial arrangement that is crucial in the insurance sector.
Reinsurance is, at its heart, a risk management mechanism used by insurance companies
to transfer a portion of the risks they undertake from policyholders to other organizations,
usually specialized reinsurance businesses. The insurer (the ceding firm) purchases
insurance for its own insurance portfolio in this procedure. In essence, reinsurance assists
insurers in spreading financial risks by sharing them with third parties. This practice
is critical for insurance firms' financial stability and solvency, especially in the face of
substantial and unexpected losses.

Reinsurance is based on many fundamental ideas. One of the most important things is
risk sharing. Insurance firms can reduce their exposure to catastrophic catastrophes or
significant individual claims by transferring a part of their risks to reinsurers. In exchange
tor premium payments from the ceding insurers, reinsurance companies undertake a
share of these risks. This method enables the insurance business to function properly,
guaranteeing that insurers may continue to offer coverage to policyholders without risk
of financial loss.

Risk diversification is another important reinsurance principle. Reinsurance businesses
freguently operate on a worldwide scale and across many lines of business. They can
pool risks from various geographic locations, insurance coverage kinds, and sectors.
This diversity allows reinsurers to better control their risk exposure. It makes them
less vulnerable to localized or sector-specific shocks like natural disasters or economic
downturns.

Reinsurance is likewise based on the risk assessment and pricing approach. Reinsurers
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use complex risk models and actuarial research to appropriately assess the risks they incur
from ceding insurers. They consider elements such as the chance of certain occurrences
occurring and the size of prospective damages. Reinsurers decide the rates they charge
ceding insurers based on this evaluation, ensuring that they are adequately compensated
for taking on these risks,

There are different types of reinsurance, including proportional and non-proportional
contracts. Proportional reinsurance involves the ceding insurer and reinsurer sharing
premiums and losses in a predetermined ratio. Non-proportional reinsurance (excess of
loss), on the other hand, kicks in when losses surpass a particular level, giving additional
coverage for catastrophic catastrophes.

Reinsurance functions not just as a risk management tool for insurance firms, but alsoasa
market stabilizing force. It assists insurers in effectively managing their capital by freeing
up resources that may be used for expansion, investments, or regulatory compliance.
Furthermore, it aids to insurance premium stability by minimizing the impact of big
losses on insurers’ financial health. In essence, reinsurance is critical to the insurance
industry's overall health and resilience, ensuring that it can continue to offer coverage
and assistance to policyholders.

II. Vulnerabilities and Risks in Nepal

Nepal, a Himalayan country, presents a plethora of vulnerabilities and dangers that offer
considerable obstacles to its long-term growth and general well-being. One of the most
serious weaknesses is its sensitivity to seismic activity. Nepal is at significant risk of
earthquakes due to its location along a seismically active zone. The disastrous earthquake
in 2015 served as a vivid reminder of this vulnerability, resulting in significant loss of
life and massive infrastructure damage. Seismic occurrences provide a continual threat,
necessitating constant efforts to improve earthquake preparation, remodel sensitive
structures, and deploy effective early warning systems.

MNepal's monsoon-driven climate adds to the difficulties. Seasonal monsoon rains,
particularly in hilly and mountainous areas, can cause serious flooding and landslides.
These disasters devastate livelihoods, damage essential infrastructure, and displace
populations, emphasizing the importance of better flood control, early warning systems,
and disaster response capabilities.

Many of these threats are being exacerbated by climate change. Rising temperatures,
changing precipitation patterns, and glacier melt all have an influence on water supplies,
agriculture, and ecosystems. These changes put food security, water availability, and
biodiversity at danger. Climate change mitigation requires adaptation measures,
sustainable resource management, and international collaboration.

Nepal has a high degree of poverty, limited access to education and healthcare, and a
primarily agrarian economy, all of which contribute to socioeconomic vulnerabilities.
Because of these circumstances, many communities are extremely exposed to the effects
of catastrophes. Natural catastrophes can increase the effects of socioeconomic inequality,

e

TUE g SREFoco ¢ W40

R R P P



e

resulting in greater human suffering and economic losses,

Political instability and changes have also contributed to Nepal's problems. Political
upheaval may disrupt government, stymie development initiatives, and have an impact
on catastrophe preparedness and response. Political stability and competent governance
are critical for effectively addressing these risks.

Furthermore, Mepal's infrastructure is frequently improperly constructed to resist
severe calamities. Damage to roads, bridges, and houses may stymie disaster response
and recovery operations. Investments in infrastructure resilience and building code
implementation are critical.

In addition, Nepal's geopolitical location creates transboundary dangers. The country,
which borders India and China, has difficulties including as water conflicts and regional
tensions, which can have an influence on its security and growth. Diplomatic solutions
and concerted efforts are required to properly manage these complex issues.

Finally, during catastrophes, specific demographic groups in Nepal, including as women,
children, the elderly, and marginalized communities, are more susceptible. Their hazards
might be exacerbated by a lack of resources, information, and healthcare. It is vital to
promote equality and reduce overall vulnerability by ensuring the involvement of these
disadvantaged populations in disaster planning and response operations.

As a result, Nepal's vulnerabilities and dangers involve a broad range of geological,
environmental, socioeconomic, and political elements. To address these issues, a holistic
approach that encompasses catastrophe risk reduction, climate adaption, poverty
alleviation, and enhanced governance is required. International collaboration and aid are
also critical in assisting Nepal's efforts to enhance resilience and minimize susceptibility
to these diverse dangers.

1I1. The Role of Reinsurance in Disaster Risk Management

Eeinsurance is a critical component of disaster risk management, playing a pivotal role in
mitigating the financial repercussions of large-scale catastrophic events. This mechanism
serves as a linchpin in the risk management ecosystem, primarily by offering insurers,
governments, and businesses the much-needed financial support and stability when
confronted with devastating disasters. At its core, reinsurance functions as a risk-sharing
instrument, distributing the financial burden of disaster-related losses across a broader
spectrum of entities. This function assumes paramount importance when these losses
attain magnitudes that could potentially jeopardize the solvency of insurers or even strain
government resources to the breaking point.

One ol the primary functions of reinsurance is risk transfer. Insurers, who provide primary
coverage to individuals and businesses, are not immune to the crippling financial impact
of large-scale disasters. Reinsurance empowers these primary insurers to shift a portion
of their risk to reinsurers, thereby safeguarding their own financial stability and their
ability to fulfill their obligations, even in the face of a catastrophic disaster. In essence,
reinsurance acts as a financial shield that guards insurers against severe and unforeseen
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losses, whether stemming from natural disasters such as hurricanes, earthquakes, or
floods, or from man-made events like acts of terrorism or industrial accidents. This
safeguard is not merely beneficial; it is often essential, as without reinsurance, insurers
may find themselves financially overwhelmed, unable to meet their claims obligations.

Furthermore, reinsurance contributes significantly to capital management within the
insurance industry. By ceding some of their risk to reinsurers, primary insurers can
liberate capital that can be redirected towards various purposes, including expanding
their business operations, making investments, or ensuring compliance with regulatory
requirements. This capital efficiency enhances the overall resilience of the insurance
industry, enabling it to better weather the storms of financial uncertainty that disasters
can bring.

Reinsurance operates in tandem with catastrophe modeling, employing advanced
analytical tools to assess and price the risks it assumes. These models offer valuable
insights into the exposure reinsurers face across various types of disasters, enabling
them to estimate potential losses accurately. This analytical prowess is instrumental in
ensuring that reinsurers can provide adequate coverage while maintaining their financial
stability, ultimately contributing to the overall effectiveness of disaster risk management.

Diversification of risk is another critical facet of reinsurance. Reinsurance companies
operate on a global scale, assuming risks from diverse geographic regions and a wide
array of perils. This diversification strategy allows them to distribute risk widely, thereby
mitigating the adverse impact of localized disasters on their financial health. This broad
reach ensures that reinsurers remain resilient and capable of fulfilling their commitments,
even in the face of multiple concurrent or sequential disasters,

In addition to its core functions, reinsurance also plays a pivotal role in stabilizing
insurance premiums. By providing insurers with a financial cushion against catastrophic
losses, reinsurance helps maintain the stability of premium rates. This, in turn, benefits
policyholders by ensuring that insurance remains affordable and accessible, even in high-
risk areas where the threat of disasters looms large.

Moreover, reinsurance often serves as a cornerstone of government disaster risk
management strategies. Some governments establish national or regional reinsurance
pools to pool risks and share the financial burden of disaster losses. This strategic approach
reduces the fiscal impact on the government and taxpayers, ensuring that resources can
be allocated more efficiently to disaster response and recovery efforts.

Lastly, reinsurance fosters public-private partnerships in disaster risk management.
Governments and private insurers can collaborate to develop solutions that guarantee the
availability of insurance coverage for disaster-related risks. These partnerships leverage
the expertise of both sectors, creating comprehensive approaches that benefit the entire
community by enhancing resilience and preparedness.

Thus, reinsurance occupies a pivotal role in disaster risk management. It provides crucial
financial support, risk-sharing mechanisms, and stability to the insurance industry and
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governments alike. By spreading the financial impact of catastrophic events, reinsurance
ensures thatindividuals, businesses, and governments have access to affordable insurance
coverage while also safeguarding the financial health of insurers and governments. Its
multifaceted contributions are indispensable in the complex landscape of disaster risk
management, helping society navigate the challenges posed by nature's most formidable
forces.

IV. Economic Stability and Development

Reinsurance is important in Nepal for reasons other than catastrophe risk management.
It is also important for economic stability and growth. Several elements demonstrate how
reinsurance helps to achieve these goals:

Firstly, foreign investment is a crucial factor in economic growth, and a thriving
reinsurance husiness can act as a magnet for such investment. When foreign reinsurers
enter the market, they bring with them not only capital but also knowledge, resources,
and technological advancements, These contributions can significantly bolster economic
development in Nepal, where access to such expertise and resources is often limited.

Secondly, reinsurance enhances market confidence by providing assurance to insurers
regarding their financial capacity to meet policy obligations. This assurance, in turn,
instills trust in the insurance industry. As more individuals and organizations trust
insurers to manage their risks, it fosters a culture of risk management, which is vital for
long-term economic stability and development.

Furthermore, reinsurance can directly support infrastructure development in Nepal
Large-scale building projects, essential for economic progress, are often exposed to various
risks, such as natural disasters. Reinsurance can play a crucial role in covering these risks,
providing a safety net that encourages investors to participate in infrastructure projects.
This not only promotes economic growth but also safeguards significant investments
from unforeseeable threats, mitigating potential sethacks.

Lastly, reinsurance contributes to resilience building in a country like Nepal, which
faces multiple challenges. Reinsurers employ risk modeling and assessments to identify
economicvulnerabilities and provide actionable solutions. These insights can be invaluable
for policymakers and businesses in Nepal as they work towards building resilience in
the face of various challenges, including natural disasters and economic uncertainties.
By actively addressing these weaknesses, Nepal can be better prepared to navigate the
complexities of its economic development journey.

Therefore, reinsurance serves as a linchpin for economic stability and development
in least developed countries like Nepal. It attracts foreign investment, fosters market
confidence, supports infrastructure development, and aids in resilience building. By
harnessing the benefits of reinsurance, Nepal can lay a strong foundation for sustainable
economic growth and prosperity.

V. Challenges and Barriers
Despite its importance, the development of a robust reinsurance sector in Nepal faces
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several challenges and barriers:

The reinsurance sector in a least developed country like Nepal faces a multitude of
challenges and barriers that hinder its growth and effectiveness. These ohstacles are
critical to address for the sector's development, One of the foremost challenges is the lack
of awareness about insurance and reinsurance among a significant proportion of Nepalese
citizens. Many individuals and businesses are unaware of the benefits of insurance, let
alone the role of reinsurance in risk management. To overcome this hurdle, there is an
urgent need to invest in public awareness campaigns and financial literacy programs.
Educating the population about the importance of insurance and reinsurance can create
a more receptive market and stimulate growth in the sector.

The regulatory framework governing reinsurance in Nepal is another significant barrier.
In order to attract global reinsurers and ensure a competitive market, the regulatory
framework needs to be modernized and adapted to international standards. Streamlined
regulations can provide a conducive environment for hoth domestic and foreign reinsurers
to operate efficiently, fostering a more competitive and robust reinsurance sector.

Infrastructure limitations pose yet another challenge for the reinsurance sector in Nepal.
Inefficient technology infrastructure makes it difficult for reinsurance businesses to
operate effectively and communicate with stakeholders. Investments in upgrading and
expanding the technological infrastructure are crucial to enhance operational efficiency
and facilitate smoother transactions within the reinsurance industry.

Additionally, the availability of reliable data is a critical issue. Reinsurers heavily rely on
accurate data on risk exposure and the potential impact of disasters. In Nepal, there is a
need to improve data gathering and exchange procedures to ensure that reinsurers can
correctly assess and price risks. Investing in data collection and analysis capabilities can
help insurers and reinsurers make more informed decisions, ultimately benefiting the
entire insurance ecosystem.

To sum itup, the reinsurance sector in aleast developed country like Nepal faces significant
challenges and barriers, including lack of awareness, regulatory constraints, inadequate
infrastructure, and data access limitations. Addressing these issues is essential to unlock
the potential of reinsurance in Nepal, allowing it to play a more significant role in managing
risks and supporting economic development in the country.

VI. Conclusion

In conclusion, reinsurance is critical in a developing country like Nepal. It is a cornerstone
of disaster risk management, providing financial security to people and organizations in
the face of regular natural calamities. In addition, reinsurance helps to economic stability
by attracting foreign investment, creating market trust, and assisting in the development
of infrastructure. To fully realize the promise of reinsurance in MNepal, several issues
must be addressed, including raising awareness, upgrading the regulatory environment,
improving infrastructure, and permitting greater data access. Reinsurance will definitely
remain an important component of Nepal's risk management and economic stability
initiatives as it continues on its path to growth and resilience.
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Urgency of Data Integration and
Automation in Insurance Industry of
Nepal

7. Prasiddha Acharya
Assistant Manager, Nepal Reinsurance Company Ltd.

Introduction

In the age of technology, where data is the life blood of decision-making, the insurance
industry of Nepal stands at a crossroad. The global insurance landscape is rapidly evolving,
driven by advancements in data analytics, artificial intelligence [Al], and automation. Yet,
within the borders of Nepal, the insurance sector seems to be lagging, still entangled
in manual processes that hinder growth and innovation. In this article, we explore the
pressing need for data integration and automation in the Nepali insurance industry,
emphasizing the crucial role of Al in this transformation.

It's no secret that we live in a data-driven world. Every moment, vast volumes of data are
generated, providing valuable insights into customer behavior, market trends, and risk
assessment. In the realm of insurance, data is the foundation upon which policies are
built, claims are settled, and risks are managed. However, the manual handling of this
data, a prevalent practice in Nepal's insurance landscape, has its limitations.

Picture this: every second, terabytes of data are being created. From social media
interactions to financial transactions, from health records to geospatial information—
data is everywhere. For insurers and reinsurers, this wealth of data can be a goldmine for
risk assessment, product development, and customer service. However, there's a catch.
Human resources alone cannot cope with the sheer volume and complexity of this data.
Manually processing and analyzing this data is akin to attempting to quench a raging river
with a teacup.

While Nepal's insurance industry grapples with manual processes, the global insurance
arena is experiencing a revolution driven by technology. Insurance companies worldwide
are harnessing the power of Al and automation to streamline operations, enhance
customer experiences, and stay competitive in a rapidly evolving marketplace.

Al and Its Transformative Potential

Artificial Intelligence [Al] is at the forefront of this transformation. Al systems can
process and analyze data at speeds and scales beyond human capabilities. They can
identify patterns, anomalies, and trends that would be impossible for a human analyst to
detect in the vast sea of data. Al has far-reaching implications for insurance companies,
reinsurance firms, and regulatory bodies in Nepal.

Empowering Insurance Companies
For insurance companies in Nepal, Al represents a powerful tool to enhance various
aspects of their operations, which includes but not limited to:
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1. Enhanced Customer Experience: Al-powered chatbots and virtual assistants
are changing the game in customer service. Insurers can respond to customer
inquiries in real-time, process claims swiftly, and offer personalized policy
recommendations, leading to higher customer satisfaction and loyalty.

2. Precision Risk Assessment: Al algorithms can process massive data-sets to
assess risk more accurately. This results in improved underwriting, better
pricing, and more effective risk management.

3. Combatting Fraud: Fraudulent claims can be a significant challenge for
insurers. Al can identify fraudulent activities by analyzing data patterns and
anomalies, helping insurers reduce financial losses due to fraudulent claims.

4, Innovation in Product Development: Al can help insurers in Nepal stay ahead
of market trends and customer preferences. It can enable the development
of innovative insurance products that cater to the unique needs of the Nepali
market.

5. Cost cutting: Insurance companies are in the forefront of the industry, from
underwriting to claim handling, on individual client basis. It is the one,
mobilizing the most resources in the value chain of insurance industry. Using
automations and Al, it can optimize the operations and reduce cost.

Reinsurance Companies and Al:

Reinsurance companies in Nepal also stand to gain from Al adoption:

1. Sophisticated Risk Modeling: Al can create advanced risk models that consider
factors like climate-related risks, seismic activities, and economic conditions in
Nepal. This leads to more accurate risk assessment and pricing of reinsurance
policies.

2. Predicting Large-Scale Claims Events: Al can predict the likelihood of significant
claims events, such as natural disasters. Reinsurers can use this information
to allocate resources efficiently and be better prepared.

3. Portfolio Optimization: Al tools assist in optimizing reinsurance portfolios,
ensuring they are well-balanced and profitable,

Regulators and the Advantage of Al

Regulatory bodies in Nepal also have much to gain from embracing Al:

1. Data Transparency: Regulators can mandate insurance companies to
implement integrated data systems powered by Al This ensures real-time
access to standardized data, facilitating better oversight and compliance
monitoring.

2. Early Warning Systems: Al can be used to create early warning systems for
potential risks in the insurance industry. Regulators can proactively address
issues and prevent market instability.

3. Market Surveillance: Al-driven tools can monitor market behavior, detect
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irregularities, and identify unethical practices. This enhances regulatory
control and ensures consumer protection.

The Data Integration Imperative

While Al holds immense promise, its effectiveness depends on a strong foundation of
data integration. In Nepal's insurance industry, this means hreaking down data silos and
ensuring data consistency across the board. An integrated data system is not just a nice-
to-have; it's a necessity for Al to perform at its best.

Integrated data systems allow insurance companies, reinsurance firms, and regulators to
access a unified pool of data. This data serves as the lifeblood of Al algorithms, providing
the necessary input for analysis, prediction, and decision-making. Moreover, integrated
data systems foster collaboration and communication among stakeholders, enhancing
transparency and trust within the industry.

The Consequences of Delay

The urgency of data integration and automation cannot be overstated, and the

consequences of delaying these initiatives are significant, which are discussed below:

1. Competitive Disadvantage: The insurance landscape in Nepal is becoming
increasingly competitive. Insurers that resist embracing data integration
and automation risk falling behind their more agile counterparts. Those who
harness the power of Al gain a significant edge by providing quicker, more
accurate, and customer-centric services. In a competitive market, being slow
to adapt can lead to a loss of market share and revenue.

2. Risk Mitigation: Manual processes are inherently prone to errors and
inefficiencies. Inaccurate data entry, delayed claims processing, and human
oversights can all lead to costly mistakes in policy administration, claims
settlement, and regulatory compliance. Automated systems and Al-driven
tools significantly reduce these risks, ensuring that processes run smoothly
and accurately.

3. Meeting Customer Expectations: In today's fast-paced digital world, customers,
including those in Nepal, have grown accustomed to instant responses and
seamless online experiences. Failing to meet these expectations can lead to
customer dissatisfaction and attrition. With Al-powered systems, insurance
companies can provide timely responses and streamline the customer journey,
thereby improving satisfaction and loyalty.

4. Regulatory Compliance: Regulatory bodies are evolving and often require
more stringent data reporting, transparency, and risk assessment. Manual
systems may struggle to keep up with these evolving regulatory requirements,
potentially leading to non-compliance issues, By adopting Al and integrated
data systems, insurance companies can ensure they meet regulatory standards
efficiently and accurately.
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The Path Forward

Recognizing the urgency of embracing data integration, automation, and Al, the insurance

industry in Nepal must chart a new course:

1. Investing in Automation: Insurance companies should invest in automation
technologies that can handle routine, time-consuming tasks. From data
entry to claims processing, automation frees up human resources to focus on
strategic initiatives, such as product development and market analysis.

2. Harnessing the Power of Al: Al should be integrated into various aspects of
insurance operations. Machine learning algorithms can process vast datasets
for risk assessment and pricing, while chatbots and virtual assistants can
enhance customer interactions. The implementation of Al can significantly
improve efficiency and customer satisfaction.

3. Establishing Integrated Data Systems: Integrated data systems should become
atop priority. Insurers, reinsurers, and regulators must work together to break
down data silos and ensure standardized data collection, storage, and sharing.
This foundational step will empower Al to perform effectively and promote
transparency within the industry.

4, Fostering a Culture of Innovation: To succeed in this digital transformation,
insurance companies in Nepal should foster a culture of innovation.
Encouraging employees to embrace new technologies and ideas is essential
for staying ahead in a rapidly changing landscape.

5. Collaboration Across the Ecosystem: Collaboration amonginsurers, reinsurers,
and regulators is key to the successful implementation of data integration and
automation initiatives. A united effort ensures that industry-wide standards
are established and followed, leading to a more robust and resilient insurance
sector.

Conclusion

The urgency of data integration and automation in Nepal's insurance industry cannot be
understated. As the world moves forward, embracing Al, and automated processes, the
insurance sector in Nepal must follow suit to remain relevant, competitive, and customer-
centric.

By leveraging Al, insurance companies can streamline operations, enhance customer
experiences, and drive sustainable growth. Reinsurers can improve risk asscssment
and portfolio management, and regulators can gain better oversight and compliance
monitoring. However, the effectiveness of these Al initiatives hinges on the establishment
ofintegrated data systems, which serve as the foundation for data-driven decision-making.

The time for change is now. The insurance industry in Nepal must break free from the
confines of manual processes and fully embrace the digital era. Only then can it unlock the
true potential of the available technology, driving innovation, and serving the needs of the
Nepali populace effectively. The world is moving forward; it's time for Nepal's insurance
industry to lead the charge into a more technologically advanced and competitive future.
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Porter's Five Forces Analysis for
Competitive Advantage of Nepalese

Insurance Industry
= Pragati Kumari
Assistant Manager, Nepal Reinsurance Company Limited =

Insurance is one of the non-bank financial service industries that aims to mitigate
future risks. It is typically categorized into two main segments: general insurance and
life insurance. General insurance products encompass coverage for personal assets
such as motor vehicles, homes, and travel, as well as commercial insurance options for
businesses, including underwriting, property, and business interruption. Conversely, life
insurance products provide protection related to health and death. Insurance functions
as a safeguard against potential future risks, with the insured party paying premiums to
receive compensation from the insurer in case those risks materialize.

The insurance industry falls under the financial sector, offering a vital shield against the
financial impact of unforeseen events. By pooling the risks of multiple clients, insurance
companies make it more affordable for individuals and businesses to manage potential
losses. As a substantial and crucial part of the global economy, the insurance sector plays
a significant role in minimizing economic vulnerabilities.

Porter's Five Forces Analysis

Porter's Five Forces Analysis is a strategic management tool used to scrutinize an industry
and identify the factors impacting its profitability. Porter (1980] argued that "strategy can
be viewed as building defense against competitive forces or as finding positions in the
industry where forces are weakest." He added that "strategy is about making choices,
trade-offs; it's about deliberately choosing to be different.” Ultimately, the aim of a strategy
is to achieve strategic competitiveness, which is attained when a firm effectively devises
and executes a value-creating strategy (Volberda et al,, 2011). According to Sirmon et
al. (2007], a firm gains a competitive advantage when it implements a strategy that
competitors cannot easily duplicate or find too expensive to imitate.

Porter's Five Forces analysis delves into a company’s competitive environment and the
factors affecting its industry. Competitive advantage can be realized through the right
competitive strategy (Porter 1993). When devising a competitive strategy, it's essential to
conduct an industry competition analysis, often facilitated by Porter's Five Forces analysis.
This approach simplifies a company's understanding of its strategic implications (Porter
2008) by identifying the five key forces shaping the level of competition and profitability
in the industry. These forces include:

1. Threat of New Entrants
2. Threat of Substitutes
3. Bargaining Power of Buyers
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4, Bargaining Power of Suppliers
5. Competitive Rivalry

1. Threat of New Entrants:

The risk of new entry by potential competitors refers to those companies with the
capability to enter an industry but have not yet established their presence (Brickley etal.,
2008). These newcomers can pose a significant threat to the profitability of established
firms and often commit substantial resources to gain market share (Porter, 1996).
Established companies in the industry often seek to deter potential competitors from
entering, as an increase in the number of entrants can make it increasingly challenging
for these established firms to preserve their market share and profitability (Hill and
Jones, 2012). The risk of entry by potential competitors is contingent upon the barriers to
entry, which are factors that render entry into an industry costly. High entry barriers can
dissuade potential competitors from entering the industry, even when industry profits
are substantial (Hill and Jones, 2012).

2. Threat of Substitutes:

The threat of substitute products pertains to goods or services that, while not originating
from the same industry, perform similar functions or serve the same purpose as the
products produced by that industry (Hitt et al,, 2011). The existence of close substitutes
poses a significant competitive threat by limiting the prices that companies in the same
industry can charge for their products. Consequently, it impacts industry profitability
(Hill and Jones, 2012).

3. Bargaining Power of Buyers:

The bargaining power of buyers within an industry can be attributed to individual
customers, who serve as end users of a product or service, or intermediary entities such
asretailers and wholesalers, which distribute the industry's product to end users (Hill and
Jones, 2012). Buyers with substantial bargaining power can restrict industry profitability
by demanding price reductions, improved payment terms, or additional features and
services that raise costs for industry participants (Thompson et al, 2013). Therefore,
influential buyers should be recognized as a significant threat.

4. Bargaining Power of Suppliers:

The bargaining power of suppliers refers to the capacity of organizations that provide
resources, such as materials, services, and labor, to affect the industry by raising
resource prices or increasing industry costs (Hill and Jones, 2012). These suppliers can
include individuals, labor unions, or businesses supplying contract labor. Suppliers with
substantial bargaining power are considered a threat (Hill and Jones, 2012]).

5. Competitive Rivalry:

The extent of rivalry among established firms is considered the most potent of Porter's
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five competitive forces. It represents a continuous and evolving threat that depends on
the industry's characteristics and exhibits slow growth or decline, according to Porter

(2008).
Overview of the Nepalese Insurance Industry:

According to the Nepal Insurance Authority, Nepal boasts 14 life insurance companies,
14 non-life insurance companies, 2 reinsurance companies, and 4 micro-insurance
companies operating within its borders. The insurance sector in Nepal experienced a
growth of approximately 2.87 percent during the last fiscal year, 2079/80. By the end
of Ashad, 2080 BS, these companies had amassed NPR 182.91 billion in premiums over
the course of the fiscal year. In the preceding fiscal year, 2078/79, these companies had
collected NPR 177.81 billion in insurance premiums.

insurance premiums of Rs 177.81 billion.

Indicators Year 2021722 (2078/79) |Vear 202223 (2079/50)
No of Insurer Life 14
Non Life 14
Reinswance Fi
Micro s wance 4
Greoss Premium Rs. 177.81 billion| Rs, 182.01 billion)
Collection
Population % covered by |E xcluding FE Policies 38.44% 30.03%%|
Life Insurance Inc FE Policies 41.30% 44.38
Percentage of Gross 3.60% 3.40%
Premium o GDP
No of Branches 3366 1,801
Direct Enployvment 12,031 11,496
Insurance Agent 206,403 277,626
Swurvevors 1,240 1,17

Source: Nepal Insurance Autharity [https://nia.gov.np/insurance-industry-at-a-glance)

The insurance coverage reached approximately 39.03 percent in the fiscal year 2079/80.
When including foreign employment term life insurance policies, access to insurance
increased to 44.38 percent. In the previous fiscal year, 2078/79, access to insurance stood
at 41.39 percent, which already included foreign employment life insurance.

The gross premium income of insurance companies, both life and non-life, amounts to
3.40 percent of the Gross Domestic Product (GDP). This represents a slight decrease from
the fiscal year 2078/79 when the gross premium was 3.60 percent of the GDP.

As of the end of Ashad, 2080 BS, the number of branch offices operated by insurance
companies in Nepal has reached 2,801, a decrease from the 3,366 branches in the previous
fiscal year, Similarly, the number of employees directly employed in the insurance business
has decreased from 12,031 in the previous year to 11,496, The insurance industry involves
277,626 insurance agents and 1,217 surveyors. In the previous year, 2078/79, there were
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296,403 insurance agents and 1,240 surveyors.

Analysis of the Nepalese Insurance Industry:

The Nepalese insurance industry offers a diverse range of products and services catering
to individuals, businesses, and other organizations. To comprehend the dynamics and
competitive intensity within the industry, we will employ Porter’'s Five Forces analysis.

Bargaining Power of
Suppliers
Low bargaining {hurwnt of

Provides Reinsurance support
al competitive prices

Mamssgerenl Of Hiusman
Resources

Competitive Rivalry
Thront of N
E:II'-IIII-" High Competition “.mml:‘““ of
High Barriers to colry \ / Hugo Advertining / \
e Regulatory \ Exponscs \ | Large mumber of buyers .
Approval and Liconsing Sustainable Price Sensitivity
Technological diflerentintion Custoamier Focused
Advimoesnent Teclmuological hud_m:l
Huge capital Bpvalions Avuilability of
Fequirsinont Offering Value products Substitutes
Specialist knowledge at compotitive prices

Threat of Sabsiliwles

Thrests of Multiple
Substinutes

Easy mccess (o ?Mtituln

Lower switching Costs

a. Threat of New Entrants:

The threat of new entrants in the Nepalese insurance industry remains relatively
low due to the substantial capital requirements and regulatory constraints involved
in establishing an insurance business. The regulatory authority imposes strict
regulations on newcomers, acting as a deterrent. Furthermore, the use of technology-
driven underwriting processes creates additional barriers for potential entrants.
Established insurance companies have a significant advantage in terms of brand
recognition, higher market share, and a more extensive customer base.
b. Threat of Substitutes:

The Nepalese insurance industry faces a significant threat from substitute products.
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Customers might opt for alternative products or services from competing companies,
particularly if these alternatives are more affordable or easily accessible. The high
threat of substitutes can influence consumers to switch to competing companies,
thereby decreasing the industry’s profitahility,. This situation necessitates the
development of customer-focused products and services to remain competitive and
appealing to consumers.

c. Bargaining Power of Buyers:

The bargaining power of buyers within the Nepalese insurance industry is moderate,
Several factors contribute to this scenario, including the presence of a reasonable
number of options in the market, a relatively low level of insurance awareness among
buyers, the persuasive abilities of insurance agents, and the general attitudes of
customers regarding insurance products, Buyers' bargaining power can be further
increased through product differentiation, favorable payment terms, innovative
offerings, cost-effective products, and streamlined, efficient services.
d. Bargaining Power of Suppliers:

Suppliers to the insurance industry include reinsurers, lead providers, and various
other suppliers. In Nepal, there are two domestic reinsurers offering reinsurance
support at competitive prices. The companies themselves either employ experts
or provide training to individuals who lack expertise. Investments in training and
development for experts, employees, and agents come from the industry's profits.
Considering these factors, the bargaining power of suppliers can be regarded as low,
which enhances the profitability of insurance companies and the overall attractiveness
of the industry.

e. Competitive Rivalry:

The Nepalese insurance industry hosts a substantial number of players across
various segments, including life insurance, non-life insurance, and microinsurance.
The intense rivalry among existing players in the industry exerts downward pressure
on overall profitability. To thrive in this competitive landscape, insurance companies
must focus on building sustainable differentiation, collaborating with competitors to
expand the market, developing customer-centric products, offering value-oriented
products at competitive prices, and pursuing technological innovations across their
products, supply chains, and customer support.

Conclusion:

Porter's Five Forces Analysis provides a comprehensive understanding of the various
factors impacting the competitive environment of the Nepalese insurance industry.
This understanding is crucial for evaluating external business factors that influence
the industry. Analyzing these competitive forces helps identify emerging trends and
opportunities within the industry. To maintain a high level of competitiveness, it is
essential for insurance companies to adopt proper planning and effective strategies. This
includes flexible pricing policies, robust marketing strategies, and exceptional customer
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service. In conclusion, the Nepalese insurance industry is analyzed as attractive and
profitable for insurers through the application of this analytical tool.
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Climate Change and Reinsurance

7= Khem Raj Dhakal

Assistant Manager, Nepal Reinsurance Company Lid.

Climate change is a significant and far- reaching threat to both our

planet and our economic well- being. Its global impact is already realized. According to
NASA, scientific findings indicate that the Earth's climate is undergoing significant and
primarily human-induced changes. These changes include rising global temperatures,
warming oceans, the reduction of ice sheets and glaciers, diminished snow cover, sea-level
increase, the retreat of Arctic Sea ice, extreme weather events, and ocean acidification. All
of these developments have adverse effects on both property and living organisms.

Climate Change and Reinsurance:

Insurance companies often use reinsurance services to spread their own risk. By doing so,
an insurance company's risks are shared with a broader economic area. These companies
usually secure their own operations through large international reinsurance companies
which enhances reinsurance companies spread their own risk by issuing various bonds
on the market for investors to purchase. However, when the issue at hand is a global-scale
environmental problem like climate change, the options for spreading the risk regionally
are limited.

Professionals in the insurance industry have been studying risk, including those related
to climate change, as part of their job. Reinsurance companies, which are large insurance
companies, have been closely monitoring climate change since the 1980s. In 2004, the
insurance industry faced a significant wake-up call when a series of storms led to insured
property damages accounting to $49billion. In 2005, these costs surged to $80 billion.

Climate change is expected to make this task more challenging. While it may reduce
certain risks at the local level, Climate change is likely to create new demands for financial
security, particularly due to factors like storms and floods.

Negative Impact of Climate Change in Reinsurance Business:

Climate change has various implications for life and non-life insurance. Extreme weather
events and floods can also damage property and infrastructure, impacting natural
resources like forests and farmlands. Hotter weather can lead to more heat-related
deaths and health issues for the elderly and those with chronic illness. Conversely, climate
change may reduce the number of deaths caused by cold conditions.

Changing the terms of life insurance policies and long-term insurance contracts isn't

straightforward when climate-related risks evolve during the policy's duration. As a result,
these contracts might become more challenging for insurance companies in the future,
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especially concerning climate-related issues. Furthermore, damage caused by climate
change can harm the capital reserve of both insurance and reinsurance companies by
affecting their invested assets.

Swiss Re initially recognized this risk in 1979, and it has now become a major concern for
business. To illustrate, a 2014 Munich Re study showed that extreme weather events such
as prolonged droughts, hurricanes, floods, and severe storms, resulted in 3600 billion
in insured losses since 1980. This marks a 400 percent increase from 1980. Looking at
more recent data, 2020 witnessed $ 210 billion in losses, and 2021 losses of $280 billion.
Moreover, it's important to note that a significant portion of these insured losses is
subsequently reinsured.

The insurance industry faces significant expenses due to extreme
weather events.

The insurance industry is facing significant cost due to extreme weather events. Research
forms the German Reinsurance Company, Munich Re shows that major catastrophes have
increased fourfold in the last fifty years, and the financial losses have risen even faster.
However, the primary reasons behind this costincrease are not necessarily climate change
but rather the higher value and quality of insured property. Moreover, more building and
homes are being concentrated in areas prone to risks.

For example, in 2008, weather-related damages added up to $130 billon, of which $44
billion were covered by insurance. Looking ahead, not only will financial losses continue
to rise, but extreme weather events are expected to become even more severe, British
insurance experts predict that climate change could double or even triple the costs for
insurance companies related to weather- related incidents.

Some of the recent worldwide catastrophic events and their industrial loss in reinsurance
are mentioned below:

S.N. | Catastrophic event Date Industry Loss [
1 | Cyclone Gabri Jan/Feb $700 million |
2 | Hurricane lan Sep-22 $50 billion -565 billion |
3 | Hurricane Fiona Sep-22 $590 billion
4 | Pakistan Floods Jun/Oct-22 | 5100 billion
5 | European storms Petra and Qiara Jun- 22 $2.1 billion
6 | Southern China floods Jun- 22 $300 million
7|USderecho [May-22 | $2.2 billion ,
8 | Honshu, Japan earthquake March-22 $2.8 billion '
9 | European windstorms Dudley Feb-22 $4.3 billion

10 | Eastern Australia floods Feb/Mar-22 | §4 billion

Source: www.reinsurancenews.com
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As the risks faced by insurance companies become more extensive and varied, their
need for capital increases. Climate change worsens this situation, requiring insurance
companies to secure more capital to ensure their operations. To recover their financial
stability after significant costs, insurance companies often raise premiums following a
year with extreme weather events. When reinsurance companies increase the fees they
charge insurance firms, premiums can also rise beyond the affected area. This means that
even insurance accompanies not directly impacted by the damage may have to adjust
their prices to maintain their reinsurance.

Following major catastrophes, especially smaller insurance companies, have sometimes
withdrawn from high-risk market altogether. Developed economies may also face this
problem. For instance, after the major disasters in the USA in 2004 and 2005, rapidly
rising reinsurance premiums led to many insurance companies in the USA in 2004 and
2005, rapidly rising reinsurance premiums led to many insurance companies existing
states along the east coast prone to hurricanes, In some areas, securing reasonably priced
insurance form private companies can become very challenging, necessity the creation of
public insurance funds to replace private insurers.

Impact of Climate change on Reinsurance Portfolio:

Property: Property insurance is one area where climate change has a big effect. Most
insured losses caused by climate change come from property -related issues. The
problems often arise from major natural disasters with low frequency but high severity,
like hurricanes, earthquakes, and intense winter storms. These secondary disasters are
happening more often with more severe consequences,

Climate change has also increased the occurrence of wildfires, flooding, tornadoes,
hailstorms, droughts, and rising sea levels. Sea-level rise is a particular concern for
property insurance because it can lead damage to building foundations.

Liability: Insurance is another area affected by climate change. Rising temperatures are
causing problems like damaged roads, bridges, and airport runways, leading to more
accidents and injuries. Higher temperatures are also linked to more care accidents from
tire blowouts and equipment failures.

Workers Compensation: Hotter temperatures can outdoor work dangerous, leading to
more job-related injuries. It can also affect the quality of products in various industries,
which can lead to more liability claims.

Professional Liability: Insurance is another area that's affected. Lawyer, for instance,
could face claims for giving advice related to climate change issues. There are new
requirements for disclosure and reporting related to climate change that lawyers need
to consider when advising clients. Professional like architects, engineers and accountants
may also face lawsuits for not accounting for climate change related risks or not designing
for resilience.
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The Future trend of Climate change

The increasing damage and losses caused by wildfires, which are direct result of hotter
and drier weather. This issue reguires more attention and research from the insurance and
reinsurance industry. The downside is that many scientists believe these alterations are
unlikely to be reversible within our lifetimes. NASA's research suggests that such changes
will persist throughout this century and beyond, resulting in continued temperature
increases, longer frost-free and growing season, shifts in precipitation petters, increased
instances of droughts and heatwaves, more potent and intense hurricanes, a sea- level
rise of 1 to 8 feet by 2100, and probable loss of Arctic ice. Hence, Reinsurance industry's
role is promoting resilience and mitigation. This can be achieved by directing investments
towards green projects and technologies, both in terms of assets and liabilities.

Problems of Data collection about Climate change:

Many in the industry are trying to incorporate various types of data. The question is how
this data will be used. Importance of traditional data related to industry exposures and
losses. There is growing importance of real-time scientific data, especially when there is
a need to make quick and efficient decisions.

The data collected by the industry, such as information on rainfall, weather patterns,
average temperatures, and crop yields, can help expand insurance market into areas
where insurance products were not previously available due to a lack of historical data.
This new data, like remote sensing or soil moisture information for droughts, enables
governments to offer farmers a safety net. If disaster strikes, farmers can receive a payout
to help them rebuild their resources for the next year. This can contribute to making the
agriculture industry more sustainable,

While good data can male pricing more transparent for insurers and reinsurers. In Asia,
many farmers are not experienced in financial matters and aren't familiar with insurance
products. They lack a baseline for comparison. Insurers and governments need to engage
in extensive education efforts to help farmers see the value of insurance, even if the
product doesn't cover all their needs. It's seen as a step in the right direction, offering
some protection during extreme events.

Risk Management and Reinsurance Response to Climate Change

The insurance industry, especially reinsurer, will face more and larger due to climate
change in various areas of business. While some of these losses will be absorbed by
primary insurance companies, a significant portion will be passed on to reinsurers,
leading to higher reinsurance costs.

Property catastrophe losses, such as those from natural disasters, are the most evident
and expected to increase soon. Traditional property catastrophe reinsurance and capital
market catastrophe products have seen more exposure in recent decades.
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Reinsurers need to pay attention to secondary risks like severe winter storms, heatwaves,
wildfires, and flooding, which are affecting natural catastrophe models. They must
monitor the concentration of risks and make sure their clients do the same. Reinsurers
also need to manage exposure to climate -related risks and encourage their clients and
the insured parties to do the same.

The rising losses caused by climate change will lead to a more competitive reinsurance
and reinsurance market in specific regions and for certain types of insurance.

With the increased risk exposure, reinsurers and investors are turning to capital market
instruments to deal with property catastrophic losses. Reinsurers might also focus on
reinsuring policies for industries that use renewable energy instead of fossil fuels to
reduce their risk exposure. Reinsurers should enhance their models, especially for
secondary risks like winter storms, heatwaves, wildfires, and flooding.

In conclusion, reinsurers are at the forefront to deal with the impacts of climate change as
they will bear huge insured losses from climate related events. While property catastrophe
losses are the most evident so far, nearly every line of insurance portfolio will be affected
to some extent. This will influence reinsurers, reinsurance costs, and the availability of
reinsurance for certain types of reinsurance in regions most affected by climate change.

Climate change is making it hard for the insurance industry to figure out the right terms
and prices for insurance, Using past data to predict future weather -related accidents
is becoming less useful. So, reinsurance companies have to rely more on simulation to
understand what might happen in the future.
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A service that is performed for the benefit of general public which is financed by taxation
is public service. They are designed to meet the needs and demands of the citizens. It
is the bridge between the government and the citizen; it is the means of identifying
the effectiveness of the government. But there is gap between public service provider
and public in Nepal. As long as the quality, reliability and accessibility of public service
delivery cannot be guaranteed, the gap between the government and the people will
continue to widen. Public Service management is still faced with many issues. Building a
better public sector in Nepal is challenging task but we can achieve success by motivating
staff, transformation of the public service work culture and attitude. Adopting the best
practices of private sector can improve the effectiveness and efficiency of public service
delivery in Nepal.

Employee motivation m .
|

The objective of a public-sector organization is to provide services to the citizen. This
objective can be attained by hiring and placing employees who closely align themselves
to the organizational values, As such, it is important to acknowledge that a public- sector
organization is only as good as their employees. Therefore, it is important for a public-
sector to use employee motivation as a tool for improving productivity and the guality of
public service,

Employee Motivation

The term "'motivation’ is derived from the word 'motive’ which means the urge to do or
not to do something. Motives give direction to human behavior because they are
directed to satisfy particular needs or goals. According to Dale S. Beach, "Motivation can
be defined as a willingness to expend energy to achieve a goal or reward” Likewise,
according to M.D. Jucious, "Motivation,simply defined, is the act of stimulating someone
to take a desired course of action.” To sum up, motivation is a psychological process of
stimulating people to work hard so as to attain the desired goals or objectives. It is that
intangible factor which inspires people to do something in the best possible way.

Employee Motivation is influenced by a numbers of factors. These include recognition,
growth opportunities and a positive work environment. By understanding and promoting
such factors, a better workplace culture is created. This, in turn, improves overall job
satisfaction for employees. When employees are motivated, they're more likely to be
productive, creative, and engaged in their job.
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Motivation can be classified in many ways. However, some of the main typologies
ofmotivation can be stated as under.
1. Positive motivation and Negative motivation

2. Extrinsic motivation and Intrinsic motivation

Positive motivation concerns with influencing the workers in positive way. It is also
known as ‘carrotapproach’. Under this, manager provides various financial and
non-financial incentives in order to effectively direct the subordinates towards the
accomplishment of organizational goals. Increment in salary and wages, promotion,
rewards, bonus, gratuity, personal and group insurance, medical facilities, vehicle and
accommodation facilities are the examples of financial incentives. Non-financialincentives
include praise or appreciation of work done, workers' participation in management,
opportunity for growth, justice, recognition, delegation ofauthority, job stability, etc.

Negative motivation concerns with influencing the behavior of workers through negative
approach. It is also known as 'stick approach’. Negative motivation may involve
both monetary and non-monetary punishments such as fine, penalties, reduction of
remuneration,devotion, group rejection, disciplinary action, etc.

Extrinsic motivation and intrinsic motivation

Motivation caused due to extrinsic reward is known as extrinsic motivation. An
extrinsic reward is anything received from another person. Extrinsic rewards include
pay rises, bonuses, praise or some other form of recognition. On the other hand, intrinsic
motivation is a motivation caused due to self-generated or intrinsic rewards. Intrinsic
rewards include the enjoyment of learning a new task, a feeling of accomplishment from
performing a job well, asense of personal usefulness, a sense of pride for being a part
of a team or an organization, etc.

Employee Motivation theories

There are various theories that try to explain what motivates employees in the workplace.
Some of the widely recognized ones include the following.

1. Maslow's hierarchy of needs:

In 1962, Abraham Maslow published A Theory of Human Motivation, which stated that
people’s behavior is directed by satisfying internal needs. The needs theory identified the
complexity of human maotivations and desires that man is a wanting animal constantly
working or striving to achieve a need or desire. Maslow's Hierarchy of Needs connects
employee motivation and employee involvement. The Hierarchy consists of two sections,
the deficiency or lower level needs and the growth or self-actualization needs. This
theory states that individuals are motivated by fulfilling five basic needs. These needs
start from the most basic (physiological and safety) and move up the hierarchy towards
self-actualization.
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The five needs are the following,
a. Physiological needs [example: food, water, shelter)
b. Safety needs [example: security, protection)
. Love and belonging needs (example: friendship)
d. Esteem needs (example: self-respect, recognition)
e. Self-actualization needs (example: fulfilment of one’s potential)

2. Herzberg's two-factor theory: This theory divides job factors into two
categories: hygiene factors and motivators. Hygiene factors, such as salary and
working conditions, must be met to prevent dissatisfaction. On the other hand,
motivators, such as recognition and responsibility, drive job satisfaction.

3. Expectancy theory: The expectancy theory is a widely recognized framework
that explains the factors influencing an individual's motivation. According to
this theory, an individual’'s motivation is based on their belief that putting
in more effort will result in better outcomes. However, for the person to be
motivated, they must also value these outcomes.

4, Self-determination theory: This theory posits that individuals are motivated
when they experience three feelings. The feelings are autonomy (control over
their work), competence (the belief that they are capable), and relatedness (the
sense of connection to others). When these three needs are met, individuals
are more likely to be motivated and engaged in their work.

The origins of employee motivation begin with understanding what motivates an
individual and the importance of that knowledge leads to the inspiration of others.
Motivation has the abhility to incite and direct a person's behavior to its proper form,
intensity and duration. Therefore, motivation is a powerful tool when used by a public-
sector manager to incite subordinates to be productive and provide public service,

Work environment, recognition and rewards, opportunities and growth, worlkload
and stress, communication and leadership are the few factors that impact Employee
Motivation.

The impact of motivation on service delivery in public sector is profound and far-reaching.
Motivated public sector employees are more likely to perform their duties effectively,
efficiently, and with a sense of purpose, ultimately leading to improved public service
delivery. Here's how motivation influences service delivery in the public sector:

1. Enhanced Productivity: Motivated employees are more productive. They tend to
complete tasks and provide services more efficiently, leading to quicker response
times and reduced bureaucratic delays.
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2. Improved Quality of Service: Motivated employees are likely to deliver services
with higher quality. They pay attention to details, adhere to standards, and aim to
meet or exceed the expectations of the public.

3. Increased Innovation: Motivation can stimulate innovative thinking. Employees
who are motivated to excel may seek better ways of delivering services, leading to
pracess improvements and innovation in service delivery.

4. Better Interpersonal Relations: Motivated employees tend to be more customer-
focused and responsive. They engage with the public in a more positive and
helpful manner, which enhances citizen satisfaction.

5. Reduction in Corruption: Motivated employees are less susceptible to engaging in
corrupt practices. A motivated workforce is more likely to maintain high ethical
standards, resulting in transparent and corruption-free service delivery.

6. Efficient Resource Utilization: Motivated employees are mindful of resource
utilization. They aim to achieve more with available resources, ensuring cost-
effective service delivery.

7. Timely Delivery: Motivated employees are more committed to meeting deadlines
and timelines. This can lead to the timely delivery of services, which is critical in
many government functions.

8. Positive Organizational Culture: A motivated workforce contributes to a positive
organizational culture. This, in turn, encourages collaboration, teamwork, and a
shared commitment to providing effective services.

9. Increased Citizen Trust: When government employees are motivated and service
delivery is efficient, it fosters trust among citizens. Citizens are more likely to have
confidence in government institutions and the services they provide.

10. Innovation in Policy: Motivated employees can contribute to the development of
innovative policies and programs that better meet the needs of the public.

11. Effective Implementation of Government Schemes: Motivated employees are
hetter equipped to effectively implement government schemes and programs,
ensuring that the benefits reach the intended beneficiaries.

12. Adaptability to Changing Needs: Motivated employees are more likely to adapt to
changing circumstances and the evolving needs of the public. This adaptability is
crucial for government organizations to stay relevant and responsive,

13. Enhanced Feedback Mechanisms: Motivated employees are often maore open to
feedback and suggestions from the public, leading to improved responsiveness to
citizen concerns.
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The Challenges of Employee Motivation in the Public Sector

1. Job Security vs. Complacency: The extensive job security in public sectors, while
beneficial, can also lead to complacency. Some employees may become less motivated
to excel, as their jobs are relatively secure.

2. Bureaucratic Structures: Complex bureaucratic structures can slow decision-making
processes, leaving employees feeling that their contributions have limited impact,
thus affecting motivation.

3. Salary Disparities: Public sectors salaries are often perceived as less competitive than
their private sector counterparts, which can lead to feelings of underappreciation and
lack of motivation among highly skilled employees.

4. Promotion Based on Seniority: Promotion systems based on seniority rather than
merit can demotivate high-performing employees who see limited career growth
opportunities,

5. Workload and Stress: Many government employees, especially those in service-
oriented roles, face heavy workloads and high levels of stress, which can negatively
affect motivation and job satisfaction.

6. Recognition and Rewards: Lack of recognition and rewards for outstanding
performance can demotivate employees. The rewards system in the public sector is
often not as transparent or performance-based as it should be.

Techniques of Motivation

Employee motivation is an important tool to encourage the employee for their capacity
building,. It helps all employee to achieve organizational goal, to understand each and
every employee and motivate them as per their needs, desire and interest is a difficult
task. Every human being is different and one method and technigue cannot motivate
all. For this purpose, supervisor needs to understand individual differences and follow
various technigues as per their behavior. Some of the technique to motivate employee
are discussed here under,

1. Performance-Based Appraisals: Implementing a transparent, performance-based
appraisal system that rewards and recognizes outstanding performance can
motivate employees to excel.

2. Skill Development: Offer regular training and development opportunities to
enhance employees’ skills and competencies. This not only motivates employees
but also improves their efficiency and productivity.

3. Career Advancement: Create a clear career progression path for employees. Ensure
that promotions are based on merit and performance rather than seniority.
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4, Empowerment: Encourage employees to take ownership of their work and
provide them with the autonomy to make decisions. Empowerment can boost
motivation by making employees feel more in control of their responsibilities.

5. Work-Life Balance: Promote a healthy work-life balance by enforcing reasonable
working hours, allowing flexible schedules, and encouraging employees to take
their allotted leave.

6. Recognition and Rewards: Develop asystem that genuinely recognizes and rewards
outstanding performance. Publicly acknowledge and appreciate employees who
consistently excel in their roles.

7. Leadership Training: Invest in leadership training for managers to equip them
with the skills necessary to inspire and motivate their teams effectively.

8. Ethical Practices: Establish a strong ethical framework thatdiscourages corruption
and unethical behavior. An ethical work environment can boost employees' pride
in their work.

9. Employee Involvement: Encourage employees to participate in decision-making
processes and provide feedback. Their input can lead to improved policies and a
sense of helonging.

10. Public Service Values: Reinforce the importance of public service values and the
impact of government work on society. Remind employees of the noble objectives
they serve and how their roles contribute to the welfare of the nation.

Public-sector organizations are operated and controlled by government entities. Although
there are variations of services provided by the federal, state and local municipalities, one
thing is certain, public-sector organizations fulfill a vital role in everyday lives. Therefore,
it is imperative for public-sector organizations to hire employees whose goals align with
the organizational objective. Public-sector organizations must provide services to the
public and cannot make a profit. As a result, a public-sector employee will have to forgo
the economic gainsprovided in the private sector and seek internal motivation to serve
the needs of the public. The effect of properly aligning public-sector employees to the
organizational objectives increases public value,

Motivating employees in the public sector presents a unique set of challenges and
opportunities. Public organizations are tasked with serving the diverse needs of a vast
and complex nation, and they play a crucial role in the socio-economic development of the
country. Motivating employees in the public sector is a multifaceted challenge, butit's also

a vital endeavor. Employee motivation is key to enhancing government efficiency, public
service delivery, and socio-economic development.
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Claim settlement is one of the most important services that an insurance company can
pravide to its customers. Claim settlement is the process by which an insurance company
pays out the benefits due to an insured person or their beneficiary in the event of a loss
or damage. Insurance companies have an obligation to settle claims promptly. Insurance
has evolved to provide a wide range of benefits that can mitigate your financial challenges
when untoward incidents occur, and obtaining a policy is now easier than ever as long
as the details and documents are correct and updated and the information provided is
authentic. Correct and promised claim settlement is essential for any insurance policy to
fulfill its purpose, whether it is health, life, motor, property or any other type. Without
the financial protection provided through claim settlement, the purpose of purchasing
insurance is defeated. Thus, it is essential that policyholders disclose all relevant facts
when signing the insurance proposal, including any pre-existing medical conditions or any
other information that is sought to underwrite the insurance proposal. Failure to do so, or
providing false or misleading information, can render the resulting insurance contract void
as it relies on the assumption that the information provided in the proposal is accurate,

In Nepal, in order to get the claim amount from the insurance companies, the insured will
need to provide the insurance company with information about the loss or damage, such
as the date, time, and location of the incident, as well as a description of the property that
was lost or damaged. This may involve interviewing the insured, witnesses, and experts, as
well as inspecting the damaged property. The insurance company will need to determine
whether the claim is covered under the policy and the amount of the benefit that is payable.
If the claim is approved, the insurance company will pay out the benefit to the insured or
their beneficiary. The payment may be made in a single lump sum or in installments.

These steps of claim settlement seem very easy and hassle-free but one has to face many
difficulties in order to receive the claim amount for the loss of life or property in the context
of Nepal.

Mepalese people may not have a strong foundation in financial literacy. Understanding
complex insurance policies and their terms can be challenging for individuals who are
not well-versed in financial matters. Mepal has a significant informal economy, and
many individuals may not have formal financial relationships with banks and insurance
companies. This can further hinder their access to insurance information and services. In
some cases, there may be a lack of trust in insurance companies due to past experiences
or perceptions of unfair practices. This can deter individuals from making the effort to
understand their policies. Some insurance products can be complex and offer a wide range

e

B e

Y & Fuw g s Pce

e



Sy

of coverage options, riders, and benefits. This complexity can overwhelm individuals,
making it challenging for them to fully understand what they are purchasing. Access to
information about insurance policies may be limited in certain regions of Nepal, especially
in rural areas. This can make it difficult for people to learn about insurance and its benefits.
Similarly, there may be a lack of education and awareness regarding the importance of
insurance and how it works. This lack of awareness can lead to misconceptions and a lack
of motivation to understand insurance policies. Insurance policies are often written in
technical and legal language, which can be difficult for individuals whose primary language
is not English or who may not be familiar with insurance terminology. This language barrier
can make it challenging for Nepalese individuals to grasp the nuances of their policies.

Gathering documentation for an insurance claim can be a challenging process for Nepalese
people, as it can involve several barriers and difficulties. In many cases, individuals in Nepal
may not have all the necessary documentation to support their insurance claims. This can
be due to a lack of formal record-keeping or difficulties in obtaining official documents.
Insurance documents are often written in English or in technical language that may not
be easily understood by everyone in Nepal. This language barrier can make it challenging
for individuals to navigate the claims process effectively. Nepal has many remote and rural
areas where access to insurance services and communication infrastructure is limited.
This can hinder the ability of policyholders to submit documentation and communicate
with insurance companies. Many individuals may not be fully aware of the documentation
requirements for insurance claims, leading to incomplete or incorrect submissions.
Limited education and literacy levels in some regions of Nepal can make it difficult for
people to understand and complete the necessary paperwork for insurance claims. Dealing
with insurance claims often involves navigating bureaucratic processes and government
agencies, which can be complex and time-consuming, Nepal is prone to natural disasters
such as earthquakes and floods, which can lead to the loss or destruction of important
documents, making it difficult to provide evidence for claims.

Delays in the insurance claims process can be a common issue in Nepal. Insurance claims
often involve navigating bureaucratic processes, which can be time-consuming and
complex. Policyholders may need to submit various documents and go through multiple
stages of approval, which can result in delays. Insurance companies in Nepal may have
limited resources and manpower to handle a large volume of claims efficiently. This can
lead to backlogs and delays in processing claims. Gathering the necessary documentation
for a claim can be challenging, as discussed in the previous response. Insufficient or
incorrect documentation can lead to delays as insurers request additional information.
Some policyholders may not be fully aware of the claims process or the documentation
required. This can result in errors or omissions in their claims, leading to delays while
corrections are made. Communication problems, such as language barriers or difficulties
in reaching insurance company representatives, can slow down the claims process.
Sometimes, legal or regulatory issues can delay claims settlement, This could be due to
disputes over coverage or disagreements about the interpretation of policy terms.

The denial of insurance claims in Nepal, as in many other countries, can indeed be a

AT gAEAT TR EF0c0 € 394,

e R 1 I R R I R R R Pl e P



frustrating and stressful experience for policyholders. Insurance policies typically have
exclusions and limitations. If a claim falls under one of these exclusions, the insurance
company may deny it. Policyholders may not always be fully aware of these exclusions.
If policyholders provide incomplete or inaccurate information on their insurance
applications or claims forms, it can give the insurance company grounds for denial. Failure
to disclose material information during the application process can lead to claim denials.
Policyholders are expected to provide all relevant information when applying for coverage.
There can be disputes between policyholders and insurance companies regarding whether
a specific event or circumstance is covered by the policy. These disputes may result in
claim denials. Insurance policies can be complex, and policyvholders may misinterpret
certain terms or conditions, leading to disagreements and denials. If policyholders do not
provide adeguate documentation to support their claims, insurance companies may deny
them due to insufficient evidence.

To address these challenges, it's important for insurance companies, government
agencies, and non-profit organizations to work together to improve financial literacy and
awareness about insurance in Nepal. This can be achieved through educational programs,
simplified policy documentation, and outreach efforts that are culturally and linguistically
sensitive. Additionally, building trust in insurance institutions through transparency and
fair practices can help encourage more people to understand and engage with insurance
policies. In addition, insurance companies operating in Nepal should develop simplified
and user-friendly documentation for insurance policies and claims to make it easier
for policyholders to understand and provide the reguired information. They can also
establish local offices or service centers in rural and remote areas to provide assistance
to policyholders in the claims process. Moreover, they can conduct awareness campaigns
and educational programs to inform the public about the importance of insurance, the
claims process, and the required documentation. Mepalese insurance companies can
also Utilize mohile technology and digital platforms to facilitate the submission of claims
documentation, especially in areas with limited access to physical offices.

Furthermore, Nepalese insurance companies can collaborate with local communities
and leaders to build trust and facilitate the claims process for policyholders. Likewise,
they can encourage policyholders to maintain digital copies of important documents and
provide guidance on how to recover necessary documentation in the event of a disaster.
To reduce delays in the insurance claims process for Mepalese people, they can simplify
and streamline claims procedures to make them more efficient and user-friendly for
policyholders and improve customer service and communication channels to assist
policyholders throughout the claims process. Nepalese insurance companies can also work
with regulatory authorities (Nepal Insurance Authority) to simplify and expedite claims-
related regulations and processes. By addressing these challenges and implementing
these strategies, insurance companies can help make the claims process more accessible
and efficient for Nepalese policyholders. Additionally, government agencies can play a role
in streamlining regulatory processes to make it easier for individuals to claim insurance
benefits.
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Should the Insurance Industry Care
About SEO?

‘= Yashant Gyawali

UX Manager, Reduct Nepal

You're a seasoned insurance agent with years of experience under your belt. You've
helped countless clients secure their futures and protect their assets. Your expertise is
unquestionable, and your clients trust you implicitly.

But lately, you've noticed a shift in the way people seek insurance services. More and
more potential clients rely on the Internet to find insurance agents. They type keywords
like "hest insurance agent” or "affordable insurance plans near me” into search engines.
And you want to be there when they do.

This scenario is something every insurance professional can relate to. The digital
landscape is changing the game, and SEO is your ticket to staying in it

But what really is SEO, and how does it work?

SEO, also known as Search Engine Optimization, is a way to improve website visibility
and ranking on search engines. The primary objective of SEO is to increase the organic
(non-paid) traffic a website receives from search engines like Google, Bing, or Yahoo.

Insimpler terms, SEQ is like doing things to ensure your office is easy to find and attractive
to people.

Search keywords are like clues: Think of keywords as clues that people use to find your
office. These clues are like words they type into a search engine. For example, a user might
type "car insurance' or 'home insurance' if they're looking for those types of insurance.

Website as Your Office: Your website is like your office. You want it to be neat, organized,
and full of helpful information. This is where you showcase your insurance services and
tell people why they should choose you.

Links are like recommendations:; Imagine if other insurance agents in town said,

"Hey, you should visit XYZ agent's office; they're really good!" Those recommendations are
like links from other websites to your website. The better recommendations [backlinks)
you have, the more people trust you.

Making it easy to get in: You also want your office to be easy to find. So, you ensure your
office is on a main street, and you put up signs pointing to it. Digitally, this is like assuring
your website loads quickly and is easy to navigate. It helps people find your wehsite easily.

Being nice to visitors: When people come to your office, you want to be nice to them
and answer their questions. Online, this means having helpful content that answers the
questions people might have about insurance,
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Encouraging people to act: You want people to take action. You might want them to fill
out a form, call you, or request a quote. In the digital world, this is called a "Call to Action”
or CTA. It's like putting up a sign in your office that says, "Ask for a free insurance quote!"
CTAs on your website tell visitors what to do next, making it easier for them to become
your customers. It's like giving them a friendly nudge to take the next step and connect
with vou,

Why should Insurance agent care about SEO ?

Consumers now turn to the Internet to research, compare, and purchase insurance
products. SEO has become a critical component of any successful marketing strategy. For
the insurance industry, SEO is not just a recommended practice; it's a necessity.

Here's why:

®  Online visibility is paramount:

In a highly competitive market like insurance, being visible online is essential. When
people look for insurance information on search engines, like Google or Bing, they see a
list of results. The wehsites that appear on the first page of these results are more likely to

capture the attention. Insurance companies can improve their ranking in search results
with SEO, This increases their chances of being noticed by potential clients,

B Trust and credibility:

Insurance is all about trust. People need confidence in the company they choose to protect
their financial well-being. High search engine rankings can convey a sense of authority
and trustworthiness. If an insurance website ranks high, users see it as more trustworthy
and credible, affecting their decisions.

m  Targeted traffic:

SEO allows insurance companies to attract highly targeted traffic. Insurance providers
can ensure their website is seen by users who want insurance through proper keyword

research. Meaning, the traffic driven to their website is more likely to convert into leads
or customers.

B Cost-effective marketing:

SEO is a cheap marketing strategy for insurance, unlike traditional ads. While advertising
can provide immediate visibility, it can also be expensive, and costs can quickly add up.
SEQ, on the other hand, offers a sustainable and long-term approach to online visibility
without the recurring expenses associated with advertising.

m  Adaptation to consumer behavior:

Before making a purchase, people often research online for information, including
insurance. The insurance industry needs to adapt to this changing behavior. SEO aligns
with this consumer trend by ensuring that insurance companies are easily discoverahle
when potential customers start their online research,

B Geo SEO for agents:
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For insurance agents and agencies operating in specific geographical areas, local SEO is
crucial. It helps agents appear in local search results when potential clients are looking
for insurance services in their vicinity. Optimizing for local searches can significantly
boost an agent's visibility and customer base.

How can you get started with an effective SEO strategy as an insurance agent?
The Insurance industry, like many others, faces the challenge of obscurity online. Without
effective SEO strategies, your valuable services and expertise might remain hidden in the
vast sea of information available on the Internet.

Every time a potential client can't find your insurance services online, it's a missed
opportunity. With the right SEO tactics, you can ensure that your business doesn't go
unnoticed and that those missed opportunities turn into thriving partnerships.

Here's how you can optimize your online presence for better SEO

Improving your online presence:

If you don't already have an online presence, the first thing to work on digitizing your
business. It involves creating a proper website, and social media accounts. Ensure that
your business name, address, and phone number [NAP) are consistent across your site,
and create a Google My Business listing. If vou serve a specific geographic area, optimize
your website for local search.

It may be a game changer for your business to rank on the top of the page when potential
customers search for "Top car insurance agent in Kathmandu”

Additionally, you could encourage satisfied customers to leave reviews to build trust.
Website optimization:

Creating a website is the first task. However, it doesn't just end there. It is a paramount
to regularly monitor your website analytics and make improvements based on the data.

W Pro tips:

s Ensure your website is mobile-friendly, as many users access websites on their
smartphones.

& |mprove the loading speed of your website. Faster-loading pages provide a better
user experience and can positively impact your SEQ rankings.

o Prioritize efficient user experience by making your website easy to navigate,
using clear headings, and organizing content logically.

s Keep your website fresh by frequently updating content and adding new
information. This demonstrates to search engines that your site is active and
relevant.

e lse tools like Google Analytics to monitor your website's performance. Track
metrics such as traffic, user behavior, and keyword rankings. Adjust your SEO
strategy based on the insights you gain.
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Distributing quality content:
You want your potential clients to discover you. For that, you will need to research various
keywords to create informative and engaging content that naturally incorporates them.

For instance, your clients may be searching for "Things to consider when choosing an
insurance agent." Writing blogs and articles in high-searched keywords and helping your
clients discover you and gain the trust required to purchase your products.

W Pro tip: Develop blog posts, articles, FAQs, and resource pages that address common
insurance questions and concerns.

Building appropriate links:
You can use internal links to connect different pages on your website, helping users
navigate and search engines understand your content, One blog article can be linked to
others to build up internal linking,

On the flip side, you can also seek opportunities to build high-quality external links from
reputable websites to yours, which can enhance your site's authority.

USING E-E-A-T approach to driving your business online:
Leveraging your Experience: In the insurance industry, experience matters. Clients want
to know they're in capable hands when it comes to protecting their valuable assets.

Insurance professionals with years of experience can leverage SEO to showcase their
expertise.

Expertise Drives Success: Clients seek insurance agents who are experts in their specific
niches. Whether it's health, auto, or home insurance, your expertise sets you apart. SEO
helps convey this expertise to your audience. This not only positions you as an authority
but also builds trust with potential clients.

Authoritativeness and Trustworthiness: In the insurance world, credibility is everything.
Clients need to trust that you'll provide the best coverage and guidance for their needs.
SEO can help convey your authority and trustworthiness to your audience. You can build
a strong online reputation by consistently delivering valuable content, citing reputable
sources, and showcasing client testimonials,

Improve your SEO to improve your business

Your company's website is like a dedicated salesperson who works around the clock,
2477, Investing in SEOQ is not just an option but a strategic advantage that sets you apart
from competitors who overlook its importance.

Insurance companies can maintain a competitive edge by staying up-to-date with the
latest SEO best practices. This proactive approach allows you to attract a larger number
of targeted visitors Lo vour website and, in turn, secure a more significant market share.

In essence, SEQ is the tool that ensures your online presence remains robust and capable
of capturing the attention of potential customers in a highly competitive landscape. It's
the key to sustaining and expanding vour reach in the digital era.
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Insurance

Insurance Market in Nepal

& Sharmila Aryal
Assistant Manager, Nepal Reinsurance Company Lid.

Insurance is considered as strategy against risk. Insurance is understood as the activity
of dividing the burden of financial risks that cannot borne by a single person into a group.
Insurance is a contract between two parties in which one party accepts the specific risk of
the other party in return for a certain fee and promises to pay or compensate him/her a
certain amount if a specified events occurs. There are seven basic principles of insurance
which we can express as below.

There are seven basic principles of insurance,

1.

i,

Principle of utmost good faith

Principle of utmost good faith is the principle of telling everything one to another
without concealing. It states that the insurer and insured both must be transparent
and disclose all the essential information required before signing up for an insurance
policy.

Principle of Insurable Interest

The principle which explains that the financial benefit is provided in case of damage
to the insured object. Insurable interest just means that the subject matter of the
contract must provide some financial gain by existing for the insured [or policy
holder) and would lead to a financial loss if damaged, destroyed, stolen or lost,

Principle of Indemnity

The principle which explains that the insurance company pays the certain amount
of compensation to the insured in case of damage during the insurance period in
exchange for the insurance fee. Insurance contract ensures that the insurer does not
make a profit in the event of an incurred loss.

Principle of Contribution

The principle of contribution states that if the loss arises and you have taken more
than one insurance policy, then the loss will be covered by the policies based on the
proportion of the coverage the insurance policy provides.

Principle of Subrogation

Principle of Subrogation means surrender of the legal right to receive compensation
or salvage the damages in the favor of the insurer. Principle of subrogation refers to
the practice of substitution of person or group by another in case of debt claims in
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insurance, This principle works in the following scenarios:
a) A third party causes the insured loss.

b) Certain goods were lost which can be recovered later.
6. Principle of Proximate cause

The term proximate cause refers to the nearest cause leading to the loss. It is the
direct cause of the loss event. When a property is not insured against all causes, the
nearest cause is to be found out. If the proximate cause is insured against, then the
insurer must pay compensation.

7. Principle of loss minimization

In an uncertain event, it is the insured's responsibility to take all precautions to
minimize the loss on the insured property. An insured must always do all possible to
limit the loss of his covered property in the event of an unforeseen disaster such as
a fire or explosion. In such case, the insured must take all reasonable and necessary
efforts to control and reduce losses.

Insurance play important role for individuals, business and society.

Need and importance of insurance for individuals

- To develop saving habits

- To develop saving into profitable investment

- To increase real income

- To make health services effective

= To provide compensation for damages in relation to relief from distress
- To provide a sense of certainty towards life

- To help family expenses etc.

Need and importance of Insurance for businesses

- To protect business from uncertain losses.

- To assist foreign trade management.

- To provide credit facilities.

- To enhance professional efficiency.

2 To ensure business continuity.

- To enhance the welfare of investors, businessmen and employees etc.

Need and Importance of Insurance for society
- To ensure security of life and property of person in society.

- To create an advanced society.
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- To ensure social security.

- To develop a culture of mobilizing saving in the society.

- To assist in the capital formation of the economy.

- To improve production employment and income level in the society etc.

Possibilities of Development and expansion of insurance business in
Nepal

Insurance business itself is not a self-sufficient business. There are various other direct
and indirect relationships with it. Along with the development of other sectors, insurance

sector also develops because of the creation of favorable environment. The development
and potential of insurance business can be expressed as follows.

Development of Industry and Trade

Development of industry and trade is going on gradually. The infrastructure required for
industry and trade are also gradually being completed. Due to the risk transfer factor
(insurance), the investors are eager to invest.

Provision of compulsory insurance

In some countries, there is provision of compulsory insurance in life insurance, personal
accident, motor insurance, employee insurance, engineering and others. Due to this
provision, people are mandatory for the insurance.

Creation of risky environment

Due to the creation of risky environment like accident, theft, robbery, insurance has
become mandatory. Peaceful people want to protect their life and property. The insurance
system will provide protection against such risks, because of this, there is a wide potential
for insurance business.

Increase in population

Nepal's population is increasing every vear. People want to protect their life and property,
thus, larger the population larger the size of market for insurance sector.

Increase in consciousness of people

Along with the increase in educational level of people, awareness towards insurance
is also increasing. As a result, they started showing interest in the plan to ensure a
beautiful future. They understood the importance of insurance, as a result, undoubtedly,
it contributes greatly to the development of insurance sector.

New invention and creations

As the increase in new inventions, there creates the necessities of insurance of the
creation{object] which is also the possibility and potential of insurance business.
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Current Status of Insurance Business in Nepal

As of Ashad end 2080 B.S, there are 14 Life Insurance Companies and 14 Non-
Life Insurance Companies, 2 Re-Insurance Companies and 4 Micro Insurance
Companies operating in Nepal. In comparison with last fiscal year, Insurance
business in Nepal in f/y 2079/80 has been Increased by 2.87 percent. According
to Nepal Insurance Authority, Companies have collected Rs. 182.91 billion in
premium in the last fiscal year. In the previous fiscal year 2078/79, the companies
had collected insurance premium of Rs.177.81 billion.

Life Insurance Business in Nepal

Life Insurance companies have collected Rs. 142.57 billion in the fiscal year 2079 /80. The
companies had collected Rs.138.64 billion life insurance premium in the previous year
2078/79, Life Insurance Business has grown by 2.84 percent in last fiscal year.

Life insurance companies in total, have a paid-up capital of Rs. 52.16 billion in the
fiscal year 2079/80 where as it was Rs.43.89 billion in the fiscal year 2078/79 which is
increased by 18.84 percent. The companies paid a gross claim of Rs. 58.98 billion in fiscal
year 2079/80 and it was 52.54 billion in fiscal yvear 2078/79 which increased by 12.25
percent from the previous year.

Non-Life Insurance Business in Nepal

According to Insurance Authority, Non-Life insurance companies have collected Rs. 40.34
billion as premium in the fiscal year 2079/80. The companies had collected Rs. 39.17
billion as premium in fiscal year 2078/79. This amount is 2.98 percent more than the
previous year.

Non-Life insurance companies in total, have a paid-up capital of Rs.26.02 hillion in fiscal
year 2079/80 where as it was Rs.22.80 billion in fiscal year 2078,/79 which is increased
by 14.28 percent. The companies paid a gross claim of Rs. 23.52 billion in fiscal year
2079/80 and it was 19.70 billion in fiscal year 2078/79 which is increased by 23.33
percent from the previous year.

Insurance penetration in Nepal

According to Nepal Insurance Authority, Insurance coverage has reached about 39.03
percent in the fiscal year 2079/80. Including the foreign employment term life policies,
the access to insurance has reached to 44.38 percent. In the previous fiscal year 2078/79,
it was 41.39 percent. The gross premium income of life insurance companies is 2.65
percent of Gross Domestic Product The gross premium income of non-life insurance
companies is 0.75 percent of Gross Domestic Product. In average, it is 3.40 percent of
Gross Domestic Product (GDP). While it was 3.60 in average in previous fiscal year.

Until the end of Ashad 2080 BS, the number of branch offices of all insurance companies
operating in Nepal has reached 2,801. In the previous fiscal vear, the total number of
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branches was 3,366, Similarly, the number of employees directly employed in the
insurance business has reached 11,496 from 12,031 of the previous year. The branch
offices and number of employees directly employed in the insurance business seems to
have decreased in comparison to previous fiscal year, seeing this, we can assume that the
reason may be due to the merger of insurance companies. There are 277,626 insurance
agents and 1,217 surveyors involved in the insurance industry. In the previous year
2078/79, there were 2,96,403 insurance agents and 1,240 surveyors.

The number of insurance agents and surveyors involved in insurance industry seems less
than the previous year which can be due to the non- renewal. The insurance agents play
the important role in insurance sector to develop insurance awareness and participation
of people in insurance, so the agent should be motivated for the active participation.
Likely, Surveyors also play the important role in claim settlement process in insurance
sector providing the right assessment of loss which makes the companies easier to access
the loss and to settle the claims earlier. As we know that quick claim settlement is one
important part to win the heart/faith of people towards insurance. Thus, the renewal
process should be made easier to the agents and surveyors to develop the insurance
sector widely. Other indicators seem positive and we can assume the insurance sector is
developing gradually.

Conclusion

There is insurance act, insurance regulation and there is a regulatory body-Nepal
Insurance Authority which regulate insurance sectors through different directives,
circulars and policies in Nepal. Insurance itself is guided by the seven basic principles
as mentioned above. Although there are various institutional provisions, policies, laws
and regulatory provisions in Nepal, there is significant level of moral hazards seen in this
sector. Insurance play important role for individuals, business and society. There is high
level possibilities of development and expansion of insurance business in Nepal. Current
status of insurance business in Nepal is not so satisfactory, so the insurance awareness
programs should be organized/conducted in both urban and rural areas of Nepal which
will help the people to know about the importance of insurance to every individual.

Although there are various determinants, the national level policy makers play a vital role
in the development of insurance sectors by making/increasing the mandatory insurance
provision i.e. provision of compulsory insurance in different portfolios like engineering,
motor, marine, etc. Whereas Reinsurance also plays the important role in the development
of insurance sector by providing the facility to increase underwriting capacity, reducing
volatility, smooth result and as safeguard from risk of bankruptcy.
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Why Customer Relationship Management
begins with Human Resource = V.
Management = |

7. Sushant Datta Mishra
Officer-Retail Credit, Laxmi Sunrise Bank

Customer Relationship Management is one of the most quintessential factors contributing
in any organizations' existence and long term success. Human Resource Management
[HRM]) and Customer Relationship Management [CRM) are two diverse but interrelated
facets of business operations. Gone are the days when customer satisfaction was viewed
as the sole responsibility of management and front end teams. In recent times, successful
organizations around the globe are rejecting the outdated notion and have started
acknowledging the crucial role that HR plays in building a customer centric culture.

HEM focuses on managing an organization's workforce. Its primary objective is to
maximize the productivity and efficiency of employees while ensuring their well-being
and job satisfaction. Even though HR is not recognized as a profit generating center in an
organization, it affects all operating dimensions of an organization. From recruitment and
training to assessment and appraisal programs and performance management to employee
relations, HR activities create a talented and motivated workforce and provide them with
the necessary tools to develop and maintain sustainable relationships with customers
while adding value and creating Unigue Selling Points (USPs) in the marketplace.

CRMisastrategy and setofpractices aimed atbuilding and maintaining strongrelationships
with customers. The goal is to improve customer satisfaction, loyalty and retention. It is
common knowledge that customer satisfaction and loyalty is arguably the most crucial
and decisive factor in a business's survival and long-term success. CRM systems and
technologies help businesses collect and analyze customer data, track interactions and
personalize communications to better cater to the customer needs and expectations. By
effectively implementing CRM, Businesses can enhance their understanding of customer
preferences, anticipate needs and provide more personalized and efficient services.

50, how does HEM impact CEM and how can it be improved?
1. Employee Recruitment and Selection:

HRM plays a pivotal role in employee recruitment and selection, which directly affects
CRM. The employees an organization hires are the ones who will interact with customers
daily, making it crucial to select candidates who possess the right skills, attitudes, and
values,

s Impact on CRM: Hiring individuals who align with the company's values
and culture can lead to more authentic customer interactions. Employees
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who resonate with the organization’s mission are more likely to engage
with customers in a way that reflects the company's core beliefs, creating a
positive and consistent customer experience.

= Improvement Strategy: Develop a recruitment process that assesses both
technical skills and cultural fit. Clearly communicate the organization's values
and culture to prospective candidates during the hiring process. Incorporate
behavioral interview questions that assess a candidate's alignment with
these values.

2. Employee Training and Development:

HRM is responsible for employee training and development, which significantly impacts
CRM. Well-trained employees are better equipped to handle customer inquiries, provide
informed solutions, and ensure a positive customer experience.

+ Impact on CRM: Effective training programs that focus on customer service
skills, product knowledge, and communication enhance the quality of
customer interactions. Employees who are confident in their abilities are
more likely to engage with customers proactively and provide solutions that
meet their needs,

» Improvement Strategy: Invest in ongoing training programs that align with
evolving customer expectations and industry standards. Regularly update
training content to reflect changing customer needs and market dynamics.
Provide employees with opportunities for skill development and continuous
learning.

3. Employee Engagement:

HRM practices significantly influence employee engagement, which in turn affects CRM.
Engaged employees are more likely to provide exceptional customer service and build
meaningful relationships with customers.

* Impact on CRM: Engaged employees are motivated, committed, and
passionate about their work. They go the extra mile to meet customer needs,
resulting in improved customer satisfaction and loyalty.

+ Improvement Strategy: Implement strategies to foster employee engagement,
such as regular feedback, recognition programs, and opportunities for career
growth. Create a positive work environment where employees feel valued,
supported, and connected to the company’s mission.

4. Employee Motivation and Retention:

HRM practices also influence employee motivation and retention, which are critical for
CRM. High turnover rates can disrupt customer relationships and lead to inconsistent
service guality.
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* Impact on CEM: Motivated and satisfied employees are more likely to provide
consistent and high-quality service, contributing to positive customer
interactions. They also tend to build long-term relationships with customers,
which is essential for CEM success.

» Improvement Strategy: Develop strategies to retain top talent, such as
competitive compensation, career development opportunities, and a positive
work environment. Regularly assess employee satisfaction and address any
concerns promptly. Recognize and reward employees for their contributions
to CRM efforts.

5. Organizational Culture and Leadership:

HRM plays a pivotal role in shaping the organizational culture, which directly impacts
CEM. A customer-centric culture places the customer at the center of all business decisions
and actions.

+ [Impact on CRM: When HRM promotes a culture that values and prioritizes
customer satisfaction, employees are more likely to align their efforts with
CRM goals. Effective leadership is essential in driving this customer-centric
approach throughout the organization.

» Improvement Strategy: Develop and nurture leaders who prioritize customer
satisfaction and advocate for customer-focused strategies. Communicate the
importance of CRM at all levels of the organization. Encourage a culture of
collaboration and shared responsibility for CRM outcomes.

6. Alignment of Goals and Incentives:

HEM can align employee goals and incentives with customer-centric objectives, ensuring
that employees are motivated to prioritize customer satisfaction.

= Impact on CRM: When employees' performance appraisal metrics include
customer satisfaction scores and related CRM goals, they are more likely
to focus on delivering exceptional customer service. Incentives tied to CRM
objectives encourage employees to go the extra mile to meet customer needs.

» Improvement Strategy: Review and adjust performance appraisal metrics
to include customer satisfaction as a key indicator of success. Ensure that
employees at all levels understand how their roles contribute to CRM goals
and provide them with the necessary tools and resources to meet those

objectives.
7. Employee Feedback and Continuous Improvement:

HRM can facilitate channels for employees to provide feedback on CEM processes and
customer-related issues, leading to continuous improvement.

s |mpact on CRM: Employee insights can offer valuable perspectives on
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customer pain points, operational inefficiencies, and areas for innovation,
By incorporating employee feedback, organizations can make data-driven
improvements in their customer interactions.

= Improvement Strategy: Establish mechanisms for employees to share their
ohservations and suggestions regarding CRM processes and strategies. Foster
a culture of learning and adaptability where employees are encouraged to
seek new ways to improve CRM. Implement changes based on employee
feedback to enhance customer experiences.

8. Employee Well-Being and Work-Life Balance:

HRM practices that support employee well-being and work-life balance can positively
impact CRM by reducing employee burnout and stress.

=« Impact on CRM: Burned-out employees are less likely to provide excellent
customer service. When employees are well-rested and have a healthy work-
life halance, they are more motivated to engage with customers effectively.

+ Improvement Strategy: Implement policies and programs that promote
work-life balance, such as flexible work hours, telecommuting options, and
wellness initiatives. Address employee well-being concerns promptly and
provide resources for managing stress and maintaining a healthy work-life
balance.

9. Employee Empowerment and Ownership:

HEM can empower employees to take ownership of customer relationships and issue
resolution, which directly affects CRM,

s Impact on CRM: Empowered employees have the autonomy and authority
to make decisions that benefit customers. They can resolve issues more
efficiently, resulting in higher customer satisfaction and loyalty.

* Improvement Strategy: Encourage employees to take ownership of customer
interactions and provide them with the necessary training and guidelines to
make informed decisions. Create a culture where employees are trusted to
act in the best interests of customers.

10. Ethical and Cultural Sensitivity:

HRM can promote ethical and cultural sensitivity among employees, which is essential for
effective CRM in diverse markets.

s Impact on CRM: Ethical and culturally sensitive employees are hetter
equipped to understand and respect the values and preferences of diverse
customer groups. This leads to improved customer relationships and
reduced risk of cultural misunderstandings.
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Improvement Strategy: Include ethics and cultural sensitivity training
as a part of the employee development programs. Foster an inclusive and
diverse workplace culture that values and celebrates differences. Encourage
employees to embrace cultural competence in their interactions with
customers.

11. Data Privacy and Security Compliance:

HRM can ensure that employees are well-informed and trained in data privacy and
security compliance, which is crucial in maintaining customer trust.

Impact on CEM: Mishandling customer data can lead to breaches of trust and
legal repercussions. When employees are well-trained in data privacy and
security, they are more likely to handle customer information responsibly,
enhancing CEM efforts.

Improvement Strategy: Provide comprehensive training on data privacy and
security protocols to all employees who handle customer data. Regularly
update employees on changes in data protection regulations and best
practices. Implement stringent security measures and conduct regular
audits to ensure compliance,

12. Conflict Resolution and Problem-Solving Skills:

HRM can promote conflict resolution and problem-solving skills among employees, which
are essential for handling customer complaints and challenges effectively.

Impact on CRM: Employees who are skilled in conflict resolution and
problem-solving can de-escalate customer disputes, find creative solutions,
and turn negative experiences into positive ones, ultimately strengthening
customer relationships.

Improvement Strategy: Provide training in conflict resolution and problem-
solving techniques to all employees, especially those in customer-facing
roles. Encourage employees to proactively address customer concerns and
equip them with the tools and authority to resolve issues efficiently.

13. Communication and Interpersonal Skills:

HRM can develop employees’ communication and interpersonal skills, which are critical
for building rapport and trust with customers.

e

Impact on CRM: Employees who excel in communication and interpersonal
skills can connect with customers on a deeper level, understand their
needs, and effectively convey information, resulting in improved customer
satisfaction and loyalty.

Improvement Strategy: Offer communication and interpersonal skills training
programs to all employees, emphasizing active listening, empathy, and
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effective communication techniques. Provide opportunities for employees
to practice and refine these skills in real-world scenarios.

14. Cross-Functional Collaboration:

HRM can facilitate cross-functional collaboration within the organization, ensuring that
departments work together cohesively to meet customer needs.

s |mpact on CRM: When employees from different functions collaborate
effectively, they can provide holistic solutions to customer issues, resulting
in improved customer experiences and satisfaction.

« Improvement Strategy: Implement programs and initiatives that encourage
cross-functional collaboration, such as regular meetings, joint projects, and
shared objectives related to CRM, Recognize and reward teams for their
collaborative efforts in delivering outstanding customer service.

15. Adaptability and Innovation:

HRM practices that promote adaptability and innovation among employees can help
organizations stay responsive to changing customer expectations and industry trends.

* Impact on CRM: Employees who are open to change and innovation are more
likely to identify opportunities for improving customer experiences and
processes. This adaptability leads to enhanced CRM outcomes.

= Improvement Strategy: Encourage a culture of learning and adaptability
where employees are encouraged to embrace change and seek innovative
solutions to customer challenges. Provide resources and training that
promote creative problem-solving and innovation.

Top of Form

To summarize, Human Resource Management (HRM) has a profound impact on Customer
Relationship Management (CRM) in various ways. HRM contributes to CRM success by
ensuring that employees are skilled, motivated, and aligned with the organization's
customer centric goals. Happy and well trained employees are more likely to provide
excellent customer service. Effective HR practices can result in low turnover rates,
reducing the costs associated with recruiting and training new employees while also
maintaining continuity in customer relationships. CRM systems can provide valuable
insights into customer behavior and preferences, which HRM can use to tailor training and
development programs for employees to better serve customers, ultimately improving
customer satisfaction and loyalty.
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Climate Change and Disaster
Management

7 Kamal Kanta Dhungel sl
Teacher, Shree Shanti Niketan Secondary School

1. What is the connection between climate change and disaster?

Every census shows that the population of Nepal is growing erratically and so
does the population of the earth. As the population size proliferates, the human
activities and overconsumption of natural resources badly affect various processes
occurring in nature, Consequently, the level of pollution in every aspect of
ecosystem such as air, water, land etc. increases. Among these pollutions, climate
change is the principal consequence of the air pollution. The major ingredients of
air pollution include by-product and toxic gases such as carbon dioxide, nitrogen
oxide, ozone in the lower atmosphere, chlorinated vapor, Chlorofluorocarbon
(CFC), dust particles among others. Some of these gases are also greenhouse
gases such as carbon dioxide, carbon monoxide, CFC, water vapor etc. which has
the capacity to imprison the heat radiations arising from the sunstroke. They
trap the heat from the sun and don't let them reflect off the Earth's atmosphere.
This causes the rising temperature of the Earth's surface called 'Global Warming'.
Global warming increases along with the amount of air pollution heating the Earth
Day by day. Due to this, the climatic condition of every place changes significantly
called "climate change'.

Climate change is very closely connected with occurrence of disaster. The
foundation of the climate change is air pollution. Which itself causes a disastrous
situation in human health. It is likely to cause asthma, skin disease, eye cataract
and many other respiratory and skin problems. As the greenhouse gases engulf
the atmosphere, the global warming increases which causes climate change,
rising the temperature of the earth in an intolerable level in near future. Global
warming leads to the melting of snow from the peak of the high mountains. This
help rise the water in the sea level which may engulf the islands regions such as
the Maldives, Fiji and Indonesia etc. It is also the main cause of glacial floods and
glacial lakes outburst flood (GLOF). Climate change has much negative impact on
natural phenomena such as change in rate of precipitation, change in temperature
of a particular place and this inhibits the natural growth of flora and fauna.

In addition, global warming can also put animals of the cold climate in danger
such as snow leopard, penguin, seal and polar bear and may make them extinct. [t
may cause flood, snow slide, less crop yields. Though our country's contribution
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to global warming is not that significant, we do have an enormous responsibility
when it comes to saving the Earth from global warming. We have to be careful
about not increasing the emissions of greenhouse gases.

Many national and international organizations and movements from individual
or from organization have undergone worldwide to tackle and combat climate
change issues. The prototype is Greta Thunberg from Sweden started Friday for
Future, Wangari Maathai from Kenya started the Green Belt Movement, Sundarlal
Bahuguna from India started Chipko Movement, Earth Summit, Brundtland
Commission, WWE, CITES, Ramsar Convention, Kyoto Protocol, ICIMOD, Kalapathar
Meeting, Kyoto protocol, Paris Agreement etc., are working for climate change and
for the conservation of natural resources.

Among these Greta Thunbergis a very amazing girl. Her campaign is very inspiring,
motivating and worth-reading for every people on Earth. She is very famous for
her daring speech in global arena with her "How dare you?" during her speech.
She is a Swedish environmental activist who has shaken the global leaders with
her straightforward guestioning and demanding an immediate action regarding
climate change. She started her campaign on climate change at the age of fifteen
which is famous in the name of Friday for future. At this age she has influenced
very well all the young students from across the globe against climate change so
that the Earth would be available safe for the future generations. These peoples
and organizations are spending their precious time of their life for humans on
Earth. So, itis everyone's duty and responsibility to show solidarity with them and
obey their instructions in individual level. If every people and country on Earth
becomes aware of the nature then no one should cry or raise voice in the name of
Climatic change or any other. The earth would be hospitable for every creature at
that condition however, it is only a utopia.

In short, it can be said that this climate change is the direct result of human
activities. Unless we care about our mother earth and unless we don't practice
natural friendly activities, we can't mitigate with climate change and global
warming. During developmental work also we are damaging many components
of ecosystem these further fuels global warming and climate change. Therefore,
we should be serious about not destroying nature in the name of developmental
works for our comfort. The best way is the sustainable development with long term
vision. Almost all the scientists in the world agree that Earth's atmosphere has
changed because of human activities. Since global warming is a human-induced
phenomenon, it is incumbent upon us human beings to protect the planet Earth
from the wrath of this dangerous phenomenon.
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2. What is Disaster ?

It's needless to say that disasters have been part of the world long before Earth or its first
inhabitants came into existence. In the broader context, the creation of our planet itself is
a result of a cosmic event, supporting various compelling theories about the origin of the
universe, The universe began with the "Big Bang," a colossal explosion of hot gases. This
highlights an enduring and profound connection between our existence and the concept
of disaster.

Similarly, there are numerous hypotheses concerning the formation of the Earth and
the solar system. The Planetesimal hypothesis by George Woffan, Nebular hypothesis
by Immanuel Kant, and Tidal Hypotheses by Jeans and Jefferey are among them. In
essence, each of these hypotheses describes the solar system and Earth's birth as a result
of explosive mechanisms involving massive balls of hot gases. This, too, is essentially a
disaster. Given this context, it's safe to assert that disaster has been entwined with our
existence since long hefore the formation of the solar system and the Earth. The very
creation of nature is a product of disaster, making it an integral part of life, While every
disaster is genuinely heart-wrenching and monstrous, we can reduce, mitigate, and
manage the smaller-scale disasters in our lives through well-executed management
strategies. This can help minimize the loss of life and property and provide immediate
relief to the affected.

Numerous natural forces continually work to maintain the balance of nature as it was
when animals and plants first emerged. However, there are situations where these forces
intensify uncontrollably, resulting in havoc or catastrophic events, which we term as
disasters. Such disasters can be categorized as natural and man-made. Regardless of
their origin, disasters invariahly lead to pain, destruction, and substantial loss of life and
property. In some cases, the consequences are so devastating that they inflict lifelong
suffering on victims and their families. For instance, consider the earthquake of 2072
in Nepal and the nuclear blast during World War Il. On the flip side, disasters disrupt
ecosystems, transforming nature's beautiful landscapes into scenes of devastation. They
impact not only human lives but also those of animals. The Australian Forest fires, which
led to the loss of millions of kangaroos and other animals, serve as a poignant example.

Matural disasters such as floods, storms, cyclones, hurricanes, tsunamis, tornadoes,
volcanic eruptions, thunderstorms, earthquakes, and meteorite strikes on Earth fall into
the category of natural disasters. Man-made disasters, or anthropogenic disasters, include
transportation accidents, industrial accidents, nuclear explosions or bomb explosions,
wildfires, and wars, among others. Both types of disasters, whether natural or man-made,
are devastating, catastrophic, and often result in significant loss of life and property. In
some instances, natural disasters can be even more cataclysmic, and the conseguences
and aftermath can be felt for generations, Typically, disasters are deadly, regardless of
their origin. Consider the example of Hurricane Dorian, which destroyed the homes of at
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least 70,000 people, resulting in over 77 fatalities and an estimated property loss of over
%5.1 billion. Typhoon Hagibis in Japan caused violent flooding and strong winds, claiming
at least 49 lives and destroying 13,081 homes. During the cataclysmic World War I, an
estimated 9 to 11 million military personnel and 6 to 13 million civilians lost their lives,
making it the deadliest and most catastrophic disaster in history. Even ongoing conflicts
like the Israel-Palestine (Hamas) conflict can be seen as catastrophic events, causing
immeasurable loss of life and property.

Large-scale disasters not only claim lives and properties but also trigger chains of ather
disasters with long-term side effects, including pandemics, food shortages, changes in
geographical conditions, loss of land fertility, conflicts, and wars. The adverse effects of
nuclear radiation during the world wars continue to affect Japan to this day.

3. Disaster Management

Matural disasters are challenging to prevent and control, but disaster management
programs can help victims recover and rebuild their lives. These programs typically
involve four steps: preparedness, response, recovery, and mitigation. Notably, the
evacuation efforts made in the United States when Hurricane Dorian was approaching
serve as an excellent example. Although they couldn't prevent all physical infrastructure
damage, these efforts saved countless lives.

Drawing from past experiences with disasters in Nepal and other countries, it's evident
that two key steps to mitigate disasters are pre-disaster information and post-disaster
relief distribution. The combination of accurate forecasting and rapid relief and rescue
operations can significantly reduce the loss of life and property. Swift response and
effective disaster relief are crucial for helping victims return to normalcy and emotional
stability,

4. Conclusion

Calamities can strike at any time, so0 it's essential to be prepared to defend against
and cope with their effects. Delaying relief programs not only tarnishes a country's
international image but also leaves disaster victims emotionally vulnerable. We need
a well-defined policy for pre-, during, and post-disaster management. Nepal has faced
numerous earthquakes, floods, and other disasters that should serve as lessons for better
preparedness in the future.

The key guestion is what we have done and what we are doing to mitigate future
disasters. Imagine if disasters were to strike suddenly; what is our response mechanism?
We can learn from the disaster management practices of other countries. Their rapid
response, advanced technologies, and disaster preparedness are commendable. For
instance, during Hurricane Dorian in the USA, they accurately predicted and tracked the
hurricane's movement, evacuating most people before its arrival, saving numerous lives
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and properties. We should strive to learn from their technologies and policies to better
prepare for disasters.

In summary, by allocating resources, manpower, employing advanced equipment,
and adopting a proactive and rapid strategy, we can effectively respond to cataclysmic
disasters. This approach can minimize losses and enhance our country's reputation on
bath the national and international stages.
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Public-Private Partnerships (PPPs): |
Transforming Industries and L 5
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Introduction

Public-Private Partnerships (PPPs) have emerged as a powerful mechanism for
leveraging the strengths of both the public and private sectors to drive economic growth,
enhance service delivery, and address
critical infrastructure needs. Across the
globe, governments are recognizing the

potential of PPPs in sectors ranging from A O
transportation and energy to healthcare B g

and education. This article explores

the concept of PPPs, their evolution,

and their impact on various industries,

with a focus on the insurance sector, Public.-priyrate partnership
and culminates in a discussion of their

relevance in the context of Nepal.

Understanding Public-Private Partnerships

Public-Private Partnerships represent collaborative agreements between the public
sector (typically government or a public authority] and private sector entities (such
as corporations, investors, or consortiums). These partnerships involve a sharing of
resources, risks, responsihilities, and rewards to achieve common objectives, which often
revolve around the delivery of public services or the development of infrastructure.

In a PPP, the public sector, which may include government agencies or public authorities,
partners with private sector entities such as corporations, investors, or consortiums.
These partnerships are governed by contracts or agreements that outline the roles,
responsibilities, and obligations of each party. PPPs are typically characterized by a long-
term relationship and can take various forms, including Build-Operate-Transfer (BOT)
arrangements, concessions, service contracts, and joint ventures.

The primary objectives of PPPs are to leverage private sector expertise, financing, and
efficiencies to deliver projects and services more efficiently, cost-effectively, and often
with improved quality compared to traditional public procurement methods. They
are used in various sectors, including transportation, energy, healthcare, education,
and infrastructure development, to address infrastructure gaps, promote economic

e




e

development, and enhance public service delivery.

Models of Public-Private Partnerships (PPPs):

Public-Private Partnerships (PPPs) can take several different models, each tailored to the
specific needs and objectives of the project or service being undertaken. Here are some
common models of PPPs:

1.

Build-Operate-Transfer (BOT): In a BOT model, a private sector entity is
responsible for financing, designing, building, operating, and maintaining a
public infrastructure project for a specified period, typically ranging from 20
to 30 years. At the end of the concession period, ownership and operational
control of the asset transfer back to the public sector.

Build-Own-Operate (BOO): Similar to BOT, in a BOO model, the private sector
entity not only operates the infrastructure project but also retains ownership
throughout the concession period. This model is common in the sectors like
energy and utilities.

Concession Agreements: Concession agreements involve the government
granting exclusive rights to a private entity to operate a specific service or
asset, often for a fixed duration. Examples include the operation of toll roads
or ports under concession.

Service Contracts: In this model, the private sector provides specific services
related to a public asset, but the asset’s ownership remains with the public
sector. Service contracts are common in areas like facility management and
maintenance.

Joint Ventures: Public and private entities form a partnership or joint venture
to jointly deliver services or develop infrastructure. Joint ventures allow for
shared responsibilities, risks, and investment.

Lease Agreements: In a lease agreement, the private sector leases a public
asset from the government, such as a government-owned building or property,
and operates it for a predetermined period.

Management Contracts: The private sector entity is responsible for the
day-to-day management and operation of a public service, facility, or asset.
Management contracts often involve a fixed management fee or a share of the
revenue generated.

Concessions with Revenue Sharing: In this model, the private sector operates
a public service or asset and shares a portion of the revenue generated with
the government. This model is common in the sectors like transportation and
utilities.

Greenfield vs. Brownfield: PPP projects can be categorized as greenfield (newly
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developed projects) or brownfield (existing projects or assets). Greenfield
projects involve starting from scratch, while brownfield projects involve
upgrading or improving existing infrastructure.

10. Hybrid Models: Some PPPs may combine elements of multiple models to suit the
specific project's requirements. For example, a PPP may involve a combination
of concession agreements, service contracts, and lease arrangements.

The choice of PPP model depends on various factors, including the nature of the project,
the availability of private sector interest and expertise, the financing requirements, and
the desired risk-sharing arrangement. Different models offer varying degrees of risk and
reward for both the public and private sectors, and the selection of the most suitable
model is crucial for the success of the partnership.

Impact of PPPs Across Industries

1. Transportation: PPPs have revolutionized transportation infrastructure
worldwide. Projects such as toll roads, bridges, airports, and urban transit
systems have improved mobility and connectivity.

2. Energy: PPPs play a pivotal role in the energy sector, fostering investment in
power generation, transmission, and distribution. Renewable energy projects,
in particular, benefit from private sector expertise and financing.

3. Healthcare: PPPs enhance healthcare service delivery by facilitating the
construction and operation of hospitals, clinics, and diagnostic centers. In many
cases, they also support the development of healthcare insurance programs.

4, Education: Collaborative efforts between public and private sectors improve
educational facilities, curriculum development, and the provision of quality
education services.

5. Water and Sanitation: PPPs address water supply and sanitation challenges by
financing and managing water treatment plants, sewage systems, and water
distribution networks.

6. Telecommunications: The telecom sector thrives on private investments
and technological innovations, with PPPs enabling the expansion of
telecommunication networks and services.

Public-Private Partnerships and the Insurance Sector

The insurance industry plays a crucial role in PPPs by providing risk management

solutions for various stakeholders involved in these partnerships:

1. Risk Assessment: Insurance companies assess the risks associated with PPP
projects, including construction, operation, and regulatory compliance. This
analysis helps project participants understand potential liabilities.

2. Performance Bonds: Insurers issue performance bonds to guarantee that
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contractors or private partners will fulfill their contractual obligations. If the
private entity fails to deliver, the bond covers financial losses.

3. Liability Coverage: PPPs involve multiple parties, each potentially liable for
specific risks. Liability insurance ensures that all stakeholders are adequately
protected against claims and lawsuits.

4, Political Risk Insurance: In developing countries like Nepal, political instability
and regulatory changes can affect PPPs. Political risk insurance mitigates the
impact of such events on investors and lenders.

5. Construction and Property Insurance: PPP projects often involve construction
phases. Insurance coverage for construction risks, such as accidents and
property damage, safeguards the project’s financial viability.

6. Public Service Insurance: Insurance companies also offer products tailored
to the public service sector. This includes insurance for healthcare providers,
educational institutions, and public utilities involved in PPPs.

Public-Private Partnerships in the Nepalese Context

Nepal, as a least developed country, faces numerous challenges in infrastructure

development, service delivery, and economic growth. PPPs can play a transformative role

in addressing these challenges:

1. Infrastructure Development: Nepal requires significant investments in
transportation, energy, and healthcare infrastructure. PPPs can attract private
sector investments to accelerate development.

2. Tourism: Nepal's tourism sector, including hospitality and adventure tourism,
can benefit from PPPs to improve service quality, promote sustainable
practices, and enhance visitor experiences.

3. Healthcare: PPPs in healthcare can lead to the development of modern
hospitals, diagnostic centers, and healthcare insurance programs, improving
access to quality healthcare services.

4. Education: PPPs can support the expansion and improvement of educational
institutions, curricula, and vocational training programs.

5. Energy: Renewable energy projects, such as hydropower and solar energy, can
thrive with private sector investments and expertise, contributing to energy
self-sufficiency.

6. Disaster Resilience: Given Nepal's susceptibility to earthquakes and natural
disasters, PPPs can bolster disaster preparedness and recovery efforts.

7. Agriculture: PPPs can stimulate agricultural innovation, enhance market
access for farmers, and promote food security.
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Challenges and Considerations

While PPPs offer immense potential, they also present challenges:

1. Regulatory Framework: Establishing clear and effective regulatory frameworks
is essential to attract private investments and ensure transparent project
governance.

2. Risk Allocation: Properly allocating risks between public and private sectors
is critical. Misaligned risk-sharing arrangements can deter private sector
participation.

3. Transparency and Accountability: PPP projects must be transparent,
accountable, and free from corruption to ensure their success and public
acceptance.

4. Financial Viability: The financial viability of PPP projects, including revenue
generation and cost recovery, should be carefully assessed to prevent financial
burdens on the government.

5. Capacity Building: Nepal may need to enhance its institutional capacity for
managing PPPs, including contract negotiation, project monitoring, and
dispute resolution.

Conclusion

Public-Private Partnerships have the potential to transform industries, boost economic
erowth, and improve service delivery in Nepal. By leveraging private sector expertise,
resources, and innovation, Nepal can address critical infrastructure needs and enhance
the quality of public services. The insurance sector plays a pivotal role in supporting PPPs
by managing and mitigating risks, ensuring project sustainability and success. As Nepal
navigates its path toward development, embracing well-structured and transparent PPPs
can be a catalyst for positive change in the country's socio-economic landscape.



Empowering Communities: The
Significance of Micro-Insurance
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Introduction

Insurance has long been a vital tool in managing risks and providing financial protection.
However, traditional insurance products have often been out of reach for the world's
most vulnerable populations due to cost and accessibility constraints. Enter micro-
insurance, a tailored solution designed to serve low-income individuals and communities.
In this article, we'll explore the concept of micro-insurance, its impact on underserved
populations, and the challenges and opportunities it presents.

What is Micro-Insurance?

Micro-insurance is a specialized form of insurance designed to cater to the unique needs
and financial limitations of low-income individuals and communities. It offers simplified,
affordable coverage for a range of risks, including health, agriculture, property, and life,
Micro-insurance policies typically have lower premiums, simplified terms and conditions,
and accessible distribution channels.

Microinsurance is a tailored and accessible form of insurance designed specifically to meet
the unique needs and financial limitations of low-income individuals and underserved
communities. Unlike traditional insurance, microinsurance offers simplified policies
with lower premiums, less complex terms and conditions, and accessible distribution
channels. Its primary goal is to provide affordable risk protection for people who often
have limited access to financial services and are vulnerable to various risks such as health
emergencies, natural disasters, crop failures, or loss of income.

The Importance of Micro-Insurance
1. Financial Inclusion

Micro-insurance is a critical tool for promoting financial inclusion, which is
the ability of individuals and families to access and use financial services.
By providing affordable insurance options, micro-insurance allows low-
income populations to participate in risk mitigation and wealth-building.
This can help them to break the cycle of poverty and improve their overall
financial well-being.

2. Risk Mitigation

Low-income populations often face greater exposure to risks, such as health
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emergencies, crop failures, and natural disasters. Micro-insurance helps
them to mitigate these risks and avoid falling into poverty due to unexpected
expenses. For example, a micro-health insurance policy can help a family to
cover the cost of medical care if a member falls ill or is injured. A micro-
crop insurance policy can help a farmer to recover losses if their crops are
damaged or destroyed by drought, flood, or pests.

3. Economic Resilience

Micro-insurance contributes to the economic resilience of communities.
When insured against various risks, individuals and families are better
equipped to withstand financial shocks and continue their livelihoods. This
can help to prevent economic instability and promote growth. For example,
if a small business owner has micro-insurance to cover losses due to fire or
theft, they are more likely to be able to rebuild their business and continue
to employ people.

4. Social Welfare

Micro-insurance can improve the overall well-being of communities by
providing a safety net that helps to prevent catastrophic losses and fosters
a sense of security. When people know that they are insured against certain
risks, they are less likely to experience anxiety and stress. This can lead
to improved health outcomes, increased productivity, and stronger social
cohesion.

Here are some specific examples of how micro-insurance can make a difference in
people's lives:

a. A farmer in rural Nepal who has micro-crop insurance is able to recover
from a drought and continue farming, even though his crops were
damaged.

b. A small business owner in Africa who has micro-insurance is able to
rebuild her business after a fire.

c. Awomanin India who has micro-health insurance is able to afford medical
care for her child who fell ill.

d. A family in Bhutan who has micro-life insurance is able to pay for funeral
expenses after the death of a loved one.

Types of Micro-Insurance
Micro-insurance products come in various forms to address the specific needs of low-
income populations:

1. Health Micro-Insurance: These policies cover basic healthcare needs,
including hospitalization, outpatient care, and essential medicines, They

I I R R I P L P

G JAAIE W E-0c0 € 343



can make a significant difference in accessing healthcare services for those
who would otherwise go without.

2. Agriculture Micro-Insurance: Farmers face numerous risks, such as crop
failure due to adverse weather conditions. Agriculture micro-insurance
offers protection against these risks, allowing farmers to invest in their
crops with greater confidence.

3. Life Micro-Insurance: Life micro-insurance provides a financial safety net
for families in the event of the insured individual’s death. It ensures that
loved ones are not burdened with financial difficulties during a difficult
time.

4. Property Micro-Insurance: These policies protect against damage to
property, such as housing or belongings, due to events like fires or natural
disasters. This coverage is essential for vulnerable communities with
limited resources for rebuilding.

Challenges in Micro-Insurance

While micro-insurance offers immense promise, it faces several challenges:

1. Affordability: Even though micro-insurance premiums are lower than
traditional insurance, they can still be a significant financial burden for
low-income individuals. Striking the right balance between affordability
and sustainability is crucial.

2. Distribution Channels: Access to distribution channels can be limited
in rural and remote areas, making it challenging to reach target
populations. Innovative distribution models, such as mobile-based
platforms, are essential for expanding coverage.

3. Education and Awareness: Many potential beneficiaries may lack
awareness of micro-insurance or the understanding of its benefits.
Education and awareness campaigns are necessary to ensure informed
decision-making.

4. Regulatory Framework: Developing appropriate regulatory frameworks
for micro-insurance is complex. Regulators must strike a balance
between consumer protection and the promotion of affordable
products.

5. Sustainability: Ensuring the long-term sustainability of micro-insurance
programs is essential. Micro-insurers must manage their portfolios
effectively to avoid financial instability.

Success Stories and Innovations

Success stories of microinsurance from around the world demonstrate the transformative

e

e

WY o AT g R PRde

0 P P P

e



impact of these programs on the lives of vulnerable populations. Here are some notable
examples:

1. Grameen Kalyan Health Program (Bangladesh): Grameen Kalyan, a
microinsurance program established by Grameen Bank in Bangladesh,
provides health insurance to millions of low-income individuals.
It covers hospitalization, surgeries, and outpatient treatments.
This microinsurance initiative has significantly improved access to
healthcare for rural and underserved communities in Bangladesh,
reducing the financial burden of medical expenses.

2. Uplift Mutuals (India): Uplift Mutuals is a microinsurance initiative
in India that offers a range of insurance products to low-income
individuals and families. It has gained recognition for its innovative use
of technology, allowing customers to purchase and manage insurance
policies through their mobile phones. This approach has increased
accessibility and reduced administrative costs, making microinsurance
more affordable.

3. Sociedad de Ahorro y Crédito Santa Rosa (Peru): In partnership with
MicroEnsure, a global microinsurance provider, Sociedad de Ahorro
y Crédito Santa Rosa in Peru offers microinsurance products to its
microfinance clients. Their insurance coverage includes life, disability,
and hospitalization. This initiative has not only protected families from
financial shocks but has also enhanced the financial well-being of their
clients.

4. Niruththa Microinsurance (Sri Lanka): Niruththa Microinsurance, a
program in Sri Lanka, focuses on providing life insurance to low-income
individuals, particularly in rural areas. It has seen remarkable success
in promoting financial inclusion and enabling vulnerable populations
to secure the financial future of their families.

3. China's Cooperative Medical System: China's cooperative medical system
includes a microinsurance component. It covers basic healthcare
services for rural residents who might otherwise be unable to access
healthcare, This initiative has played a vital role in improving health
outcomes in rural China and reducing the financial burden of medical
expenses for low-income families.

6. Kenya's Kilimo Salama (Safe Farming) Program: Kilimo Salama, initiated
by the Syngenta Foundation and UAP Insurance in Kenya, offers
agriculture microinsurance to small-scale farmers. It leverages weather
data and mobile technology to automatically compensate farmers for
weather-related crop losses. This innovative approach has not only
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protected farmers’ incomes but has also encouraged investment in
agriculture.

7. Indonesia’s Bima Program: Bima, a Swedish microinsurance provider,
has expanded its services to multiple countries, including Indonesia.
Through partnerships with mobile network operators, Bima offers
microinsurance products to customers who can purchase coverage
through their mobile phones. The success of Bima has been attributed
to its simplicity, affordability, and accessibility.

8. Pakistan's Telenor Health Microinsurance: Telenor Pakistan,
in collaboration with microinsurance providers, offers health
microinsurance to its mobile phone subscribers. This initiative has
helped individuals and families access healthcare services and manage
medical expenses more effectively.

The Relevance of Microinsurance in Nepal

The relevance of microinsurance in Nepal is profound and multifaceted, addressing
critical challenges faced by the country's low-income population. This section explores
why microinsurance is highly relevant in the Nepali context:

1. Vulnerability to Natural Disasters: Nepal is situated in a seismically active
region, making it prone to earthquakes and other natural disasters.
Additionally, the country experiences seasonal monsoons that can lead
to flooding and landslides. These events can result in the loss of homes,
livelihoods, and even lives. Microinsurance is highly relevant in Nepal as
it provides a financial safety net to individuals and communities during
these crises, enabling them to recover and rebuild.

2. High Incidence of Poverty: A significant portion of Nepal's population
lives below the poverty line, struggling to meet basic needs such as food,
education, and healthcare. For these individuals, even a minor financial
setback can have direct consequences. Microinsurance is crucial in Nepal
because it helps mitigate the risk of falling deeper into poverty due to
unexpected expenses. It provides a mechanism for low-income families
to access financial resources when they are most needed.

3. Limited Access to Formal Financial Services: Access to traditional financial
services, including insurance, remains limited in many rural and remote
areas of Nepal. This lack of access leaves communities vulnerable to
financial shocks, as they often have no means to protect themselves
against unforeseen events. Microinsurance is highly relevant because
it serves as an opportunity for underserved populations to access
affordable coverage and build financial resilience.

e

WS o Ay g B P



4, Enhancing Resilience: Microinsurance plays a pivotal role inenhancing the
resilience of individuals and communities in Nepal. By offering affordable
coverage for various risks, it empowers people to withstand financial
shocks and continue their livelihoods even in the face of adversity. This
resilience-building aspect of microinsurance is particularly relevant in a
country with a vulnerable population.

5. Tailored Froducts for Unique Risks: Nepal's diverse landscape and
economy require insurance products that address specific risks. For
instance, agriculture is a significant part of the economy, and crop failure
due to adverse weather conditions can devastate farmers. Microinsurance
products tailored to agriculture are highly relevant as they offer protection
against these risks. Similarly, health, life, and property microinsurance
cater to the unique needs of different segments of the population.

6. Financial Inclusion: Microinsurance is not just about risk mitigation;
it's also a means of promoting financial inclusion. It enables individuals
who may not have access to other financial services to participate in risk
management and wealth-building. By bringing low-income individuals
into the formal financial sector, microinsurance contributes to their
financial well-being.

7. Social Welfare: Beyond individual benefits, microinsurance can have a
positive impact on the overall well-being of communities. When insured
against various risks, individuals are less likely to become a burden on
their families or the state in times of crisis. This contributes to the overall
welfare of society by reducing the strain on social support systems.

Microinsurance in Nepal is not just relevant; it is essential. It addresses the unique
challenges faced by the country’s vulnerable populations, offering them a lifeline in
times of adversity. By providing accessible and affordable coverage, microinsurance
empowers individuals and communities to build resilience, break the cycle of poverty,
and work toward a more secure and prosperous future, Its significance in Nepal cannot
be overstated, given the country's susceptibility to natural disasters and the need for
financial tools that uplift the most vulnerable.

Conclusion

Micro-insurance is a powerful tool for promoting financial inclusion, mitigating
risks, and improving the well-being of low-income individuals and communities.
By offering tailored, affordable coverage, it empowers vulnerable populations to
protect themselves against unforeseen events. However, addressing the challenges of
affordability, distribution, education, and sustainability is essential for the continued
success of micro-insurance initiatives.
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As the world seeks ways to build resilience and reduce poverty, micro-insurance
stands as a beacon of hope, demonstrating the positive impact that accessible,
affordable insurance can have on those who need it most. As the micro-insurance
industry continues to innovate and expand, it has the potential to transform the lives
of millions, providing them with the security and opportunity they deserve.

Sources:

e Churchill, C. (2006). Protecting the Poor: A Microinsurance Compendium
(Vol. 1). International Labour Organization.

e Morduch, ). (2009). Microinsurance: The Next Revolution. Harvard Business
Review.

e  World Bank. (2012). Microinsurance: Extending Insurance to the Excluded.
World Bank.

e Mechler, R, Linnerooth-Bayer, |., & Peppiatt, D. (2006). Microinsurance for
natural disaster risks in developing countries. ProVention Consortium.

e

B s

W e TUT yFEE dH e



Sy

Future Trends in Insurance
Technology: What Lies Ahead

= Sangharsha Tripathi

Management Trainee, Nepal Reinsurance Company Ltd.

The insurance industry, which has been known for its stability, is going through a big
change. In this digital era, insurers are racing to adapt to shifting customer expectations,
heightened data analytics capabilities, and emerging technologies that promise to
revolutionize the sector. In this article, we'll talk about how technology is changing
insurance. We'll look at how insurance companies are using technology to make things
better for their customers. We will explore the accelerating digital transformation,
the power of advanced data analytics and predictive modeling, how telematics and
the Internet of Things (loT) are reshaping auto insurance, the potential of blockchain
technology to revolutionize insurance processes, and the emergence of key trends that
are poised to redefine the insurance landscape. Finally, we'll discuss some new trends
that are going to change insurance in the future. So, let’s dive into the exciting world of
insurance technology and see what's coming next.

The Acceleration of Digital Transformation

In today's digital age, the insurance industry is undergoing a remarkable transformation,
racing toadapt to rapidly changing customerexpectationsand technological advancements.
The driving force behind this transformation is the relentless integration of information
technology (IT). Insurance companies are keenly aware of the shift in customer behavior
towards digital channels, and they are responding by embracing technology to make
the insurance experience more convenient and accessible. This means that insurers are
investing in user-friendly web application and mobile applications, putting the power of
policy management, premium payments, and claims reporting directly into the hands of
policyholders. As a result, customers now have the freedom to engage with their insurance
providers anytime and anywhere, ultimately enhancing the overall customer experience.

The heart of this digital transformation lies in providing customers with a more engaging
and satisfying experience. Imagine being able to access your insurance information,
get quotes, and even submit claims, all with a few taps on vour smartphone or clicks
on your computer. Mobile apps and online portals are at the forefront of this change,
offering policyholders the convenience they crave. Furthermore, the advent of chatbots
and virtual assistants, powered by artificial intelligence [Al), provides instant support
and quick answers to customer inquiries. These innovations are streamlining customer
interactions, reducing response times, and improving overall customer satisfaction. The
digital revolution in insurance is not just about adopting new technologies; it's about
creating a seamless, user-centric experience that brings insurance services into the 21"
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century.

Advanced Data Analytics and Predictive Modeling

The insurance industry's ability to harness and analyze vast amounts of data has opened up
new frontiers of insight and innovation. Think of data analytics as a powerful magnifying
glass that helps insurers see patterns, trends, and hidden risks within their data. This is
particularly valuable when it comes to underwriting, the process of assessing and pricing
risk. Advanced data analytics allows insurers to not only look at historical data but also
incorporate real-time and external data sources, such as weather patterns, social media
activity, and IoT sensor data. This enables them to create more accurate risk profiles for
policvholders. As a result, insurance companies can tailor their offerings with greater
precision, offering more competitive pricing to low-risk individuals and businesses while
maintaining profitability.

Predictive modeling takes data analytics a step further by using mathematical algorithms to
forecast future events and trends based on historical data. Insurers can employ predictive
modeling to enhance underwriting decisions, optimize pricing strategies, and anticipate
claims trends. For example, in the property and casualty insurance sector, predictive
models can assess the likelihood of natural disasters atfecting a specific geographic area. In
the health insurance industry, these models can help identify individuals at risk for certain
health conditions, allowing insurers to offer targeted wellness programs. In essence,
predictive modeling is like a crystal ball that empowers insurers to proactively manage
risk, allocate resources efficiently, and provide more tailored services to their customers.
This section will dive into how these data-driven approaches are revolutionizing the
insurance landscape, driving more informed and strategic decision-making throughout
the industry.

Telematics and loT: Reshaping Auto Insurance

The auto insurance landscape is undergoing a remarkable transformation, thanks to
telematics and the Internet of Things (1oT). Telematics devices, often referred to as "black
boxes,” are revolutionizing how insurers assess and price risk. These devices are typically
installed in vehicles and collect an array of data points related to driving behavior. From
monitoring the speed of acceleration and braking patterns to tracking the time of day
a vehicle is in use, telematics devices provide insurers with a wealth of information.
This real-time data offers a much more accurate picture of an individual's driving habits
compared to traditional risk assessments, which rely on broader demographic factors.
As a result, auto insurance policies can be tailored to reward safe driving practices.
Policyholders who exhibit responsible behavior behind the wheel, such as obeying speed
limits and avoiding sudden stops, may enjoy lower premiums, effectively paying for the
coverage they need and no more.

Beyond telematics, the Internet of Things (1oT) is amplifying the transformation of auto
insurance. loT sensors, embedded in both vehicles and the surrounding infrastructure,
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create an interconnected ecosystem that offers real-time insights into road conditions
and vehicle performance. For instance, sensors can detect adverse weather conditions,
traffic congestion, or even potential collisions. This information can be relayed to both
drivers and insurers, fostering a safer driving environment and allowing for proactive
risk mitigation. Moreover, loT-enabled accident detection and notification systems can
automatically alert emergency services in the event of a crash, potentially saving lives.
In this section, we'll explore how telematics and loT are not only reshaping the auto
insurance industry but also promoting road safety, personalizing policies, and enhancing
the overall driving experience.

Blockchain Technology: Revolutionizing Insurance

Blockchain technology, often associated with cryptocurrencies like Bitcoin, is making
significant waves in the insurance industry. Its potential to disrupt traditional insurance
processes and enhance security and transparency is garnering considerable attention.
Atits core, blockchain is a decentralized and tamper-resistant digital ledger that records
transactions across a network of computers. In the context of insurance, this technology
is transforming how policies are underwritten, claims are processed, and contracts are
managed.

One of the most significant impacts of blockchain in insurance is its ability to streamline
claims processing. Typically, claims involve multiple parties—insurers, policyholders,
third-party service providers, and more—each maintaining their own records and
documents. This can lead to inefficiencies, disputes, and delays. Blockchain simplifies
this by creating a shared, immutable ledger where all relevant information is securely
recorded. When a claim is made, the involved parties can quickly access the same set of
data, reducing the time it takes to assess and settle claims. The transparency and accuracy
of blockchain also help in preventing fraudulent claims, as every transaction is traceable
and cannot be altered without consensus from the network.

Moreover, blockchain offers a novel approach to smart contracts in insurance. Smart
contracts are self-executing agreements with the terms of the contract directly written
into code. When predefined conditions are met (e.g., a flight delay for travel insurance], the
contract automatically triggers actions, such as disbursing a payment to the policyholder,
This eliminates the need for intermediaries, reduces administrative costs, and enhances
trust between insurers and policyholders. In essence, blockchain is revolutionizing how
insurance policies are managed, from issuance to claims, by making the process more
efficient, secure, and transparent.

The Future of Insurance Technology: Emerging Trends

As the insurance industry continues its digital transformation journey, several emerging
trends are poised to shape its future direction. These trends reflect the ongoing evolution
of technology and its impact on insurance products, customer interactions, and risk
management, Understanding these developments is crucial for insurers looking to stay
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competitive in the ever-changing landscape,

One of the most notable trends is the integration of artificial intelligence [Al) into
various aspects of insurance operations. Al-powered chatbots and virtual assistants are
becoming increasingly sophisticated, offering customers quick and personalized support.
In claims processing, Al algorithms can assess and approve straightforward claims almost
instantaneously, enhancing efficiency. Moreover, Al plays a pivotal role in data analysis,
helping insurers identify fraud, predict risks, and tailor insurance offerings based on
individual behavior and preferences.

Another emerging trend is the expansion of personalized insurance offerings. With the
availability of vast datasets and improved analytics, insurers can fine-tune policies to
align with each policyholder's unique profile. This level of personalization goes beyond
traditional factors like age and location and considers specific behaviors, habits, and
lifestyles, For example, health insurers can offer customized wellness programs based on
an individual’s fitness routine and dietary choices, while auto insurers can create usage-
based policies that reward safe driving practices. This trend not only enhances customer
satisfaction but also supports risk mitigation and improved underwriting accuracy.

Furthermore, ethical and privacy considerations are gaining prominence as insurers
navigate the complexities of collecting and analyzing large volumes of data. Striking the
right balance between data utilization and safeguarding customer privacy is a critical
challenge. Insurers are increasingly aware of the need for transparent data practices and
robust security measures to protect sensitive information. Compliance with evolving data
protection regulations, such as GDPR, is becoming paramount.

Conclusion

In this journey through the future of insurance technology, we've witnessed a sector in
the midst of a profound transformation. Each section of our exploration has unveiled a
facet of this evolution, from the rapid acceleration of digital transformation that is making
insurance more accessible through user-friendly interfaces to the disruptive potential
of blockchain technology in revolutionizing insurance processes. The integration of
telematics and loT devices in auto insurance, combined with the power of data analytics
and predictive modeling, is reshaping the industry's approach to risk assessment and
pricing.

Looking ahead, emerging trends emphasize the central role of artificial intelligence
in streamlining operations and creating personalized insurance offerings tailored
to individual behaviors and preferences. These advancements go hand in hand with
ethical considerations and privacy safeguards, reflecting the industry's commitment
to responsible data usage and compliance with evolving regulations. In this dynamic
landscape, insurers that embrace these trends and navigate the ethical challenges will not
only thrive but also usher in a future where insurance is more customer-centric, efficient,
and secure, ultimately enhancing the insurance experience for all policyholders.
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Life Insurance
Underwriting Process

7. Shirjana Timsina |
Assistunt, Rastriya Beema Sansthan [,

Life insurance can be defined as a contract between an insurance policyholder and an
insurance company. In this contract, the insurer promises to pay a sum of money in
exchange for a premium upon the death of an insured person or after a set period. When
you decide to purchase life insurance, you embark on a journey that involves multiple
steps, with one of the most critical being the underwriting process. This process plays a
pivotal role in determining the terms and conditions of your policy.

Underwriting Process:

Underwriting is the method by which insurance companies assess the risks associated
with insuring an individual. The primary objective is to determine appropriate premium
rates and coverage based on an applicant's health, age, lifestyle, and financial situation.

Phase 1: Information Gathering

The underwriting journey begins with the completion of a comprehensive application.
This application serves as the foundation for the underwriting process and requests a
wide array of information about your personal and medical history, lifestyle choices, and
financial circumstances. Let's explore this key aspect of information gathering.

A. Personal Information

This section typically includes your name, date of birth, contact information, marital
status, and dependents. These details help insurers assess your family structure and
financial responsibility.

B. Medical History

You will be asked to provide an exhaustive account of your medical history, including
details about any pre-existing conditions, past surgeries, hospitalizations, and
prescription medications. Being truthful is crucial, as omissions or inaccuracies can lead
to complications during underwriting.

C. Family Medical History

Some applications request information about the health history of your immediate family
members, such as parents and siblings. This helps underwriters evaluate your genetic
predispositions to certain medical conditions.
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D. Lifestyle Choices

Lifestyle habits, such as smoking or the consumption of toxic substances like alcohol or
drugs, will also be analyzed during the underwriting process. For instance, if you smoke
or consume alcohol regularly, you may face significantly higher premiums, or your
applications might get rejected.

E. Financial Situation

You may need to provide details about your income, employment, outstanding debts, and
overall financial stability. This information helps underwriters assess your ahility to pay
premiums and your overall financial health.

Phase 2: Medical Examinations and Tests

In many cases, underwriters will require applicants to undergo a medical examination as
a part of the underwriting process. This examination typically includes:

A. Blood Tests: To assess cholesterol levels, blood sugar, and overall health markers.

B. Urine Analysis: To detect underlying medical conditions or drug use.

C. ECG (Electrocardiogram): To evaluate heart health and detect irregularities.

These medical tests provide critical insights into your current health status and any
potential risks that may affect your coverage or premium rates.

Phase 3: Risk Classification

Once all the necessary information is collected, underwriters assess your risk profile.
This assessment is a pivotal step in the underwriting process and involves categorizing
applicants into different risk classifications. The main three classifications are:

A. Standard Risk: Applicants classified as standard risk pose an average level of risk to
the insurer. They typically receive standard premium rates.

B. Substandard Risk: Individuals in this category present a higher-than-average risk due
to certain health conditions or lifestyle choices. As a result, they may pay higher premiums.

C. Preferred Risk: Those classified as preferred risk are considered lower risk and
consequently may enjoy lower premium rates.

Your risk classification has a direct impact on your policy term and cost. It's essential to
note that each insurer may have slightly different criteria for these classifications, so it's
advisable to consult with an insurance agent to understand how your risk profile aligns
with specific insurance companies.

Phase 4: The Underwriting Process

With all the information in hand and a risk classification assigned, the underwriting
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process enters its final stage;

A. Application Review: The insurer's underwriting team reviews your application
meticulously, assessing its completeness and accuracy. Any inconsistencies may lead to
additional inquiries.

B. Medical Underwriting: Medical professionals within the insurance company analyze
your medical records and test results to assess your overall health. They consider factors
such as blood pressure, cholesterol levels, and the presence of chronic conditions.

C. Risk Assessment: Taking all the collected information into account, underwriters
make an important assessment of your risk profile. This assessment guides the insurer in
determining whether to approve your application and at what premium rate.

D. Premium Calculation: Once your risk classification is determined, the insurer
calculates the premium rate you will be required to pay. Lower-risk applicants generally
receive lower premiums, while higher-risk individuals face higher costs,

Phase 5: Underwriting Decision and Policy Issuance

Once the underwriting process is completed, the insurer arrives at a decision regarding
your application. There are three possible outcomes:

A. Approval: If your application is approved, congratulations, you are on your way to
securing a life insurance policy. The insurer will provide you with details about your
policy, including the coverage amount, premium payments, and any additional riders or
options you may have chosen.

B. Rating or Substandard Approval: In some cases, an applicant may be approved with a
substandard rating, This means you will receive coverage, but with higher premium rates
due to the higher perceived risk. This specific rating will be outlined in your policy.

C. Declination: Unfortunately, not all applications are approved. If your application is
declined, the insurer will provide you with a formal explanation. Common reasons for
declination include severe pre-existing medical conditions, high-risk lifestyles, or financial
instability. It's essential to understand the underwriter's decision and the terms and
conditions of your policy documents carefully to ensure they align with your expectations
and financial goals.

Phase 6: Policy Activation and Premium Payments

Upon approval, you will need to activate your policy by paying the first premium.
Premiums can be paid monthly, quarterly, semi-annually, or annually, depending on your
preference and the options offered by the insurer. It's crucial to make premium payments
on time to keep your coverage in force.

Factors Influencing Underwriting Decisions:
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To understand why underwriters assign risk classifications, it's essential to delve into the
factors that influence their decisions:

1. Health History: Your medical history, including chronic conditions, past surgeries,
and hospitalizations, is a key determinant. Underwriters evaluate whether you have any
health issues that could increase the likelihood of claims.

2. Family Medical History: The health history of your immediate family members,
particularly parents and siblings, can provide insights into genetic predispositions to
certain illnesses.

3. Lifestyle Choices: Smoking and excessive alcohol consumption can significantly impact
your risk classification. Engaging in risky hobbies or occupations may also be considered.

4. Financial Stability: Your financial situation, including income and outstanding debts,
plays a role in underwriting. It helps determine your ability to pay premiums and maintain
coverage,

Tips for a Smoother Underwriting Experience:
Navigating the underwriting process can be smoother with some proactive steps:

1. Be Truthful and Accurate: Honesty is key. Provide accurate and complete information
on yvour application. Hiding medical conditions or other details can lead to policy
cancellation.

2, Prepare All Necessary Documents: Gather any documents or records requested by the
insurer promptly. This may include medical records, prescription histories, or financial
documents.

3. Maintain a Healthy Lifestyle: Leading a healthy lifestyle, including regular exercise
and a balanced diet, can positively influence your underwriting classification.

4. Seek Professional Guidance: If you have complex medical conditions or a unique
financial situation, consider working with an experienced insurance agent or broker.
They can help you navigate the underwriting process effectively and find the right policy
for your needs.

In Conclusion:

The life insurance underwriting process is a critical part of securing the financial future
of your loved ones, Understanding the depth of this process is essential to make informed
decisions when choosing a life insurance policy. By providing truthful and accurate
information, maintaining a healthy lifestyle, and seeking professional guidance when
needed, you can confidently navigate the underwriting journey. Eemember that each
insurance company may have its underwriting guidelines, so consult with an insurance
professional to find the best policy that aligns with your unique circumstances and goals.
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Introduction

Health of a nation's citizen is taken as the cornerstone of human development and another
major pillar for a country’'s economic growth. Therefore, access to health is pivotal to
ensure healthy population. In this respect, Nepal's human development index has surged
over the last decade and gained one position higher, yet it has only reached the position
of 143" (United Nations Development Program [UNDF], 2022). This snail-paced progress
is attributed to disparities in health outcomes. Therefore, health financing is one of the
major steps that country’s government is expected to take to ensure accessibility, quality
and sustainability in health care. Therefore, health insurance has one prominent roles
to ensure strong health financing. In this context, government-led health insurance
provides broad range of coverage to massive population offering essential healthcare
services accessible to all its citizens. Such practice pools the financial resources of a large
number of citizens distributing the financial risks of illness across the entire population.
Health insurance led by governments is thus considered effective to promote social health
protection (World Health Organization [WIHO], 2006).

Inthe context of Nepal, Nepal government's health insurance board (HIB] is the authorized
body responsible for providing health insurance services called national health insurance
program [NIHP) to Nepali citizens (Government of Nepal Health Insurance Board [GoN
HIB], 2023a). It provides health insurance services to the family of up to five members
for Rs. 3500 per annum across seven provinces and all the 77 districts through 440
healthcare providers including hospitals and health centres. This board was established
in 2072 B.S. to promote universal health coverage aligning sustainable development goals
2030. The board explains that it is working to meet essence of the Constitution of Nepal,
2015 to ensure access to free basic health services, particularly Article 51(h) to ensure
health insurance of its citizens. The board aims to mitigate the health risks of citizens
though health insurance reimbursements for which a Health Insurance Act 2074 B.S. also
has been formulated. After the implementation of federalism, it is often argued to be one
of the productive initiatives taken by the government of Nepal in the promaotion of health
services.

The board majorly includes government and community hospitals that provides medical
insurance coverage. In some places, it has also tied up with private hospitals to expand its
services [GoN HIB, 2023b). Some districts, due to remoteness, observes tie up with minimal
health service providers. For instance, Manang has only one hospital associated with
insurance namely District Hospital Manang. Similarly, Mustang and Rasuwa only has two
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hospitals associated with health insurance. On the other hand, districts in strategic places
such as Kathmandu, Jhapa, Morang observe large number of options. Despite its nation-
wide coverage, the effectiveness of the health insurance provided by the government of
Mepal has often been critiqued. This paper argues the roles health insurance provided
by the government play and citizens' experiences for the lack of effectiveness of such
insurance along with academically evident ways to make them productive. While the
paper primarily bases on review of the extant literature including research papers, policy
papers and documents of international organizations, it also includes experiences of the
citizens who has been using Nepal government's health insurance policies.

Government's Roles in Promoting Health Services through Health
Insurance

Several studies (example: Tang et al., 2004) argues that it is the primary responsibility
of the government of the respective country to protect and advance the interests of
society that includes the delivery of high-quality health care, As private hospitals or firms
cannot fully cover the health care, government must step in to preserve the interests and
health of the citizens by consolidating stronger coordination with all tiers of government:
local, provincial and federal government. WHO (2022) has listed important roles of the
government in the sector of health-care. It explains that the government is responsible to
achieve SDG, to support health and well-being including accessible and affordable good-
quality health services. WHO also stresses that no citizens should risk their lives at the
higher costs of financial burden of health expenses and that laws should be enforced to
ensure health services and free decision making abilities regarding health services.

In the global landscape, the world's top health care providing countries listed by different
sourcesare those where government have active roles such South Korea, Taiwan, Denmark,
Austria and such (World Population Review, 2023). The out of pocket expenditure (OOF)
in these countries are minimal which means that individuals and households spend less
amount from their pocket directly on healthcare series and medications at the time of
receiving healthcare. However, in Nepal, the OOP is 57 percent which is considered way
high in general, and even higher based on the economic poverty of its citizens (Khanal et
al., 2023). It has been claimed that national health insurance schemes could reduce OOF
by up to 50 percent. However, the effectiveness of NIHP has been declining over the years.
In the past fiscal year, only 78 percent renewed their insurance whereas only 48 percent
took the health service claiming for the service (Province Portal, 2023). This shows that
there are certain issues that need to be uncovered for which individual experiences
need to be collected and analyzed. Hence, this paper aims to explore the literature and
experiences regarding the issues in effectiveness of NIHP health insurance, and discuss
mitigating ways to make it effective.

Methods

To collect the experiences of NIHP using citizens, qualitative approach was adopted. Key
informant interviews were taken with the users of health insurances of the government
of Nepal. Qualitative approach allowed to gain in-depth insights from the participants. It
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helped in emphasizing capturing the intricacies of social interactions, cultural contexts,
and individual perceptions through appropriate techniques [Creswell, 2003). It helped
in deeply engaging in the study environment, immersing in the natural setting to gather
contextually rich data. In this study, a total of five participants were interviewed that lasted
for around 30 minutes on average concerning their experiences of NIHF. Five participants
were selected on the grounds of information saturation for the specific research theme.
Only those participants were selected who had been undertaking this service for more
than a year. Hence, they were purposefully selected to align with this paper's objective,
Participants were from Gandaki, Lumbini and Bagmati province but they were selected
on the grounds of their experiences.

Participants were duly informed of the interview dates and times prior to the actual
interview. They were approached after taking their consent and ensuring their comfort.
Data were analysed using thematic analysis technique in which themes guided the
information generation process (Creswell & Creswell, 2018). Research ethics were
maintained in which identities of the participants were kept confidential and no revealing
data were put into analysis.

Effectiveness of Health Insurance: Insights from Users

The experiences of the insured citizens of NIHP have been presented below. Multiple
perspectives are presented to unfold different areas of experiences through their own
voices.

Effective for Basic Services

The GoN's health insurance has been widely appreciated for basic services. Since the
insurance package comes in bundle, the whole family is benefited for basic health services.
One of the participants expressed her delight as:

“l am happy with this initiation. All my four family members are covered in this insurance
and the service has not been hectic either here in Kaski. Since most of our expenses so far
incur on Out-patient department (OPD), this has been a bit of a relief for me. [Participant
3, Female, Principal of a Nursing College]}"

For general purposes, citizens are satisfied with the availability of such service. With
limited premium, they can immensely benefit with the insurance services which also
gives them confidence to visit the healthcare providers and get checked up.

Limited Coverage

One of the major issues was limited coverage of the insurance as it only targeted for basic
health services. Participants had varied experiences on this aspect making them perceive
that the NIHP was not effective. In this regard, one of the participants disclosed:

“The problem was not the access and expenses of basic health services. It is actually more
critical diseases and situations of surgery. We only get up to 1 lakhs rupees for the whole
family. (Participant 2, Female, Homemaker]
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Further, another participant added:

"I have recently found that my mother requires a surgery which would cost me at least
Rs. 10 lakhs. The insurance covers maximum of Rs. 1 lakh that too for the entire family. It
is more than 5 years' savings for me and now | have to sell a property. How can | say that
this insurance is effective?” (Participant 5, Under-secretary, Male Government of Nepal).
One of the serious issues faced with the effectiveness of such health insurance is the
limited amount of coverage. To many individuals, spending on basic services such as
for Qut-patient department (OPD] charge, medicines and such. Their real woes were
when they have to spend in millions for terminally ill diseases or surgeries. In terms of
coverage, the insurance does not cover the expenses of numerous private hospitals. As
per one participant,

“The doctors that 1 want to check up with is private hospital which is not listed. Now,
the dilemma is whether to go for check covering insurance or the renowned and trusted
doctor by paying self... | don't mean to say that government hospitals’ doctors are not
good. It's just that sometimes we know that the right doctor is available in the private
hospitals." (Participant 3).

Participants also reveal that coverage of health packages is also limited. If they would get
more options of illnesses covered and hospitals in neighbouring countries, they would be
ready to pay more premium as in private health insurances.

False Commitments

The major issues any health insurance face is the commitment. Since there are minor
clauses and sub-clauses in the insurance, may patient parties do not get the reimbursement
for even slightly missing the details.

One participant has bitter experience,

"l went for the check up after being insured. I submitted all the documents such as bills,
photocopies of OPD, everything they asked for. Later | got declined. | found that there was
one spelling mistake made by the hospital's administrator. It was not my mistake, and |
also did not realize that since | was not well at that time. It was a minor case that could
have been easily corrected if I was allowed to revisit the hospital. But they did not give any
chance. Is this what service means? The claims they make are all fake. (takes long breath
and controls the emotions.)” (Participant 4, Male, Private School teacher)

Many citizens did not get the claims they should have as promised by governments, mostly
in the case of Covid-19. In the experience of one of participants,

"I never got the claim of Covid-19 insurance after testing Covid-19 positive. My money on
insurance was wasted, my time got wasted. My hopes eventually faded off. Now [ have no
expectations at all. Why make promises if they can't keep? It's all a scam. Government is
not trustworthy” (Participant 1, Female, Shopkeeper).

Participants' unpleasant experiences while claiming for the insurance had led to lose
their trust on the insurance programs as a whole. This has caused multiplier effect in the
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community which might have possibly declined in the renewal of the insurance,

Discussions

Literature suggests that among the major factors pushing the citizens to opt out of the
NIHP and to retain poor enrolment, inadequate supply of drugs, unwelcoming behaviour
exhibited by health professional, and indifferent behaviour of the care personnel to
the insured patients in health care facilities and their preference to take health service
in private clinic for their own benefits (Ranabhat et al, 2020). This study shows the
prominent roles of the key workers themselves that discourage citizens to use this service
and leave with negative impressions. Among the experiences collected, the major issues
were limitations of reimbursed amount, hassles in claiming the insurances and such.
Hence, one of the major ways to increase the effectiveness is to monitor the behaviour
of health personnel. Besides, there should be increase in options for co-payments to ease
the claimants.

Allegations have been made that private hospitals and medical colleges indulge in
fraudulent billing practices and unnecessary medical tests to take advantage of the
benefits offered to insured individuals. This has caused the board to restrict the services
to exclusively to government and community hospitals [Chaulagain, 2023). However,
instead of making such restrictions, closing inspections should be done to monitor such
fraudulent activities leading to strict actions. There is no alternative to increasing services
from private sector in the long run. In order to increase the effectiveness of the NIHF, the
board must gradually increase its service package, for which it should expand services
from private sector (Nepal Health Research Council, 2018). It is imperative that the board
compared the health packages provided by other, private health insurance companies
and make changes to make it more effective. Instead of offering only one package of Rs.
3500, the number of packages can be expanded offering from basic services to expanded
services for higher premium on need basis. Pre-testing can be conducted on limited scale
to see its effectiveness and gradual improvements can be introduced nationwide. Health
insurance is one of the instrumental mechanisms to bring reform in a country's health
tinancing. Hence, it requires support, cooperation and coordination form all the related
ministries and stakeholders.

Conclusion

This study underscores major ohstacles faced by NIHF allegedly the reluctance of the
people to get insurance policies because of multi-fold problems such as insufficient supply
of medicines and related kits, undesirable behaviour from healthcare providers, and a
preference for private clinics due to perceived advantages. This research underscores the
instrumental roles of healthcare workers in shaping public perceptions and assert that
monitoring their behaviour is essential to enhance program effectiveness. To promote
increased trust, it becomes essential that the board address issues of reimbursement
limitations and simplifying the claims process through increased co-payment options.
Further, stringent oversight must be done to minimize fraudulent practices in private
medical facilities. To improve the effectiveness of NIHP, the governing board should
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expand service packages, collaborating with private firms and incorporating diverse
plans tailored to citizens' varving needs. Encouraging collaboration among pertinent
stakeholders can turn health insurance into a transformative tool for reshaping a country's
healthcare financial landscape, assuring improved accessibility and quality of healthcare
services for all the Nepali citizens.
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s

Safeguarding Our Digital World | |
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Introduction

Intoday's digital age, our lives are closely intertwined with technology. From smartphones
to smart homes, the internet has become a central part of our daily routines. However, as
we embrace these digital advancements, we must also recognize the growing importance
of cybersecurity. This article aims to provide a comprehensive and accessible exploration
of cybersecurity awareness, its significance, and practical steps for individuals and
organizations to bolster their defenses in an ever-evolving digital landscape.

1. The Changing World of Cybersecurity

1.1. The Digital Revolution Simplified

Owver the last few decades, technology has transformed the way we live. Think of your
smartphone, which can do more than just make calls. It's like having a tiny computer
in your pocket, enabling you to browse the internet, shop online, and connect with
friends on social media. We're also experiencing the rise of smart homes, where
devices like thermostats and doorbells are connected to the internet, making our
lives more convenient.

1.2. The Rise of Cyber Threats

With these digital advancements come new challenges. Cybercriminals have adapted
to exploit the opportunities created by our increasing reliance on technology. They
use various tricks and tactics to target people, organizations, and even governments.
These threats range from simple tricks to sophisticated attacks designed to steal
information, disrupt systems, or even demand ransoms.

1.3. The Cost of Cyberattacks

The consequences of cyberattacks can be serious. They can lead to financial losses,
damage your reputation, and even result in legal troubles. Beyond these immediate
problems, cyberattacks can jeopardize national security and disrupt critical services
like electricity and transportation. Imagine your personal information being stolen
or the power grid in your city being shut down due to a cyberattack - the impact can
be far-reaching.
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2. The Vital Role of Cybersecurity Awareness

2.1. Everyone Plays a Part

In this digital world, cybersecurity isn't just the responsibility of experts or tech
gurus. It's something that all of us, from children to older adults, should care about.
lgnoring this responsibility can make us vulnerable to cyber threats, which is why
awareness is crucial.

2.2. Raising Our Defenses

When we understand the risks and know how to protect ourselves, we make it harder
for cybercriminals to succeed. In other words, by being aware of cybersecurity, we
can collectively make our online world safer.

2.3. Dealing with Insider Threats

An often-overlooked aspect of cybersecurity is the "insider threat." This refers to
people within organizations who may unintentionally or intentionally harm security.
Being aware of this threat can help organizations recognize and address it. By
educating employees about the risks of insider attacks, organizations can reduce the
chances of harm from within.

2.4. The Role of Education

Education is a powerful tool in the world of cybersecurity. Schools, colleges, and
training programs can equip the younger generation with the knowledge and skills
needed to navigate the digital world safely. This education includes teaching students
how to use the internet responsibly, spot online dangers, and understand the ethical
aspects of technology.

Beyond formal education, continuouslearning isessential. Cybersecurity professionals
must keep up with evolving threats and techniques to protect their organizations
effectively.

3. Building Cybersecurity Awareness Step by Step

3.1. Personal Cybersecurity Awareness
3.1.1. Strong Passwords Made Easy

One of the simplest yet most effective ways to protect yourself online is by having
strong passwords. Think of passwords as the keys to your online world - they
should be strong and unique. To create a strong password:

m Use a mix of letters, numbers, and special characters.
B Avoid using easily guessable information like your name or birthdate.

m Consider using a passphrase — a series of random words — which can be
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3.2,

i,

easier to remember and harder to crack.
m Never use the same password for multiple accounts.
3.1.2, Understanding Phishing

Phishing is a common tactic used by cybercriminals to trick people into revealing
sensitive information. These scams often come in the form of emails, messages,
or calls that appear legitimate but are actually designed to steal your data.

To protect yourself from phishing:

m Be cautious when clicking on links or downloading attachments from
unknown or unexpected sources.

m  Verify the legitimacy of websites and email senders before sharing personal
information.

m Familiarize yoursell with common phishing tactics, like impersonating
trusted organizations or creating a sense of urgency to prompt quick actions.

3.1.3. Keeping Software Updated

Keeping your software, including yvour computer's operating system and
applications, up to date is essential. Updates often include fixes for known
security vulnerabilities that cybercriminals could exploit. Most software allows
for automatic updates, which can make this process easier.

3.1.4. Adding an Extra Layer of Security with 2F4

Two-Factor Authentication (2FA) is like having a second lock on your online
accounts. It adds an extra layer of protection, making it much harder for
cybercriminals to access your accounts, even il they know your password.
Whenever 2FA is an option, it's a good idea to enable it.

3.1.5. Protecting Your Data with Backups

Imagine losing all vour important files - photos, documents, and more - due to
a computer crash or a cyberattack. Regularly backing up your data ensures that
you can recover it in case of such emergencies. You can back up your data to an
external hard drive or use cloud-based services for added security.

Organizational Cybersecurity Awareness
3.2.1. Employee Training Simplified

For organizations, ensuring that their employees are aware of cybersecurity is
crucial. Training programs can cover various topics, such as:

m Recognizing commaon cyber threats like phishing or malware.

m Safe internet practices, including how to identify malicious websites,
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B Responsible use of company resources, such as email and internal networks,
m Compliance with cybersecurity policies and procedures.
m Prompt reporting of security incidents and suspicious activities,

Effective training empowers employees to become active defenders against
cyber threats. Regular training and simulated exercises can help reinforce
awareness and test employees' ability to recognize and respond to threats.

3.2.2. Clear Cybersecurity Policies

Organizations should establish clear and comprehensive cybersecurity policies.
These policies should explain what's expected regarding security practices and
provide guidance on handling various cybersecurity situations.

Important elements of cybersecurity policies include;

B Password policies that outline password complexity requirements and change
intervals,

B Acceptable use policies that define what is allowed and prohibited on company
networks and devices.

B Data handling and encryption policies to protect sensitive information.
B [ncident response plans with steps to follow during security incidents.
It's crucial that employees are familiar with these policies and understand their

role in maintaining the organization's security. Regular communication and
training can help ensure effective implementation.

3.2.3. Preparing for Cvber Incidents

Having a plan in place to respond to cybersecurity incidents is critical. An
incident response plan outlines the steps to take in case of a security breach or
attack. Key components include:

B |dentifying key personnel responsible for responding to incidents.

B Procedures for containing and mitigating the impact of the incident.

B A process for notifying relevant parties, including law enforcement if necessary.

m Steps for recovering from the incident and returning to normal operations.

B Post-incident analysis to learn from the experience and improve security.
Employees should be familiar with this plan and know their responsibilities

in the event of a security incident. Regular drills and practice exercises help
ensure that the plan works effectively. 3.2.4. Assessing Third-Party Vendors

Organizations often work with third-party vendors and partners. These
relationships can introduce vulnerabilities into the organization's security. To
minimize risks:
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® [valuate the cybersecurity practices and safeguards of third-party vendors
before engaging with them.

m Ensure that software and services provided by vendors adhere to
cybersecurity best practices.

m Collaborate with vendors to maintain a secure supply chain and protect
against external threats,

4. The Future of Cybersecurity
4.1, Navigating New Technologies Simply

As technology continues to advance, we'll encounter new challenges and opportunities
in the world of cybersecurity. Here are some simplified insights into the future:

m Artificial Intelligence (Al): Al can help us detect and stop cyber threats more
effectively, but it can also be used by cybercriminals to create more advanced
attacks. It's like a game of cat and mouse between smart defenders and smart
attackers.

B Quantum Computing: Quantum computers could potentially break many of our
current security methods. To stay safe, we need to develop new ways to protect
our data from these powerful machines.

m [nternet of Things (loT): More and more devices are connecting to the internet,
from smart fridges to thermostats. As this trend continues, we must find ways
to secure all these devices, preventing them from becoming entry points for
cyherattacks.

4.2, Keeping Up with Regulations

Governments and organizations are recognizing the importance of cybersecurity and
creating rules to protect us. Staying informed about these rules and following them is
essential, Here are some key aspects:

m Data Privacy Laws: Regulations like the GDPR in Europe and the CCPA in
California set rules for how organizations collect, store, and protect our personal
information.

m Cybersecurity Standards: Governments and industry groups are creating rules
and frameworks, like NIST Cybersecurity Framework and 150 27001, to help
organizations protect themselves.

B [ncident Reporting: Many places now require organizations to tell people when
there's been a data breach. This helps us know when our information is at risk.

m Cybersecurity Certifications: Some countries are creating programs to check
how well organizations are doing in terms of cybersecurity.



e

Following these rules is not just about obeying the law; it's about protecting our data
and our trust in organizations.

4.3. Working Together Globally

Cybersecurity is a global challenge. Cybercriminals don't respect borders, so countries
need to work together to stop them. Here are some ways countries cooperate:

m Sharing Information: Countries and organizations share information about cyber
threats and attacks to help each other stay safe.

m Cybersecurity Diplomacy: Diplomats work to create rules for how countries
should behave in cyberspace. These rules help prevent cyber conflicts,

m Helping Others: Some countries have more resources to deal with cyber threats.
They can help less-privileged countries build up their defenses.

m Practice Exercises: Countries run drills and tests together to make sure they're
ready for cyber incidents,

4.4. Ethical Choices in Cybersecurity

As we navigate the world of cybersecurity, we must also consider ethics. Here are
some ethical considerations simplified:

m Responsible Disclosure: When people find security problems, they should report
them to organizations instead of exploiting them for personal gain.

m Privacy: We must balance the need for cybersecurity with our right to privacy. It's
important to use technology in a way that doesn't invade our privacy.

m Civil Liberties: Using technology for security shouldn't infringe on our rights and
freedoms. We need to make sure our digital actions respect our civil liberties.

m Ethical Hacking: Some people use their hacking skills for good. Ethical hackers,
or white-hat hackers, help organizations by finding and fixing security flaws,
with permission.

Conclusion

In our technology-driven world, understanding cybersecurity is vital. The ever-changing
landscape, the importance of awareness, and practical steps to enhance cybersecurity
have been explored in this article.

The future of cybersecurity involves adapting to new technologies, complying with
regulations, cooperating globally, and making ethical choices. By recognizing that
cybersecurity is everyone's responsibility, we can collectively create a safer digital world.
Whether it's strong passwords, recognizing phishing attempts, or being a responsible
online citizen, each of us has a role to play in safeguarding our digital future.
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