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UicReT I RS Uded W A9dRl s IV YIeeudl e &fd £3 IMual B |
JHIIC AT T61 HA M 9UHI I AU TFigwe 7 e A RG]
B | I fQug ¥ ARgASH GHIH1 IEaDT BN WRARS TS a9 Jolic @9 T
ISP B | RHRD! 9gal d1ed 01 3 "cal Ok e &l qerel seia—
TIRTHSG JATG IRIZHT B | T9Y, AHRS SHTH] ARFHae SiRgAd! MTFIRSTS
FERAYA YUY, TdI H foR IEd fawmy 15 | ®o offe Sier <wers Y
YR 9ga O E&T <% % IRY g9 S8 | 9@ q@uR dl SENE<RE Uihiad
SIRIADGT HRUG 1 &S THIR SRISHRIG! aee) RSl §9 976 949 DI
AAGIG T 9g7 dl FHY SWIed I SURHEAT A HHI 373 QDT 3ffd—=
Hgfad g R 984 9 §9 |

i & T ¥ fEe
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HARHRDT JAMAH IH 0¢3[¢3 PN AMS T T HRIFHHAT A1 ATl AIGSH
X WRUGT 9415 4ifcres Rl 9 Jaed TN T GIT e HRIEGITH Sy <
IO TAT YA 3T HUHT TOTE ST TS ST AR HRIHH FGoaTod TR 9o
Seod TRY dUM St BRI IUET wUHT TS 984 Fbhdl B | FEHAT oD
SUNIRTD IUGTAT DT B &l Add=Ia] fam fdem don iR gaasa!
B9 | TN TS AT Si$ed I FID] GRET M RGBT 6 | TR BH ™
Ul Refus o= o1 faxia gRem s+ ond Hfow e e Raws | g™l
TRl J@HAT IR TEOAT §9d T a1 g9 I AIISMT 3MSu SiRgAde. Ha
fdewun R g R I 8] Ud & TR HUAT ! B |

ST =BT THET T FARNES :

D F& SAARITD BRT ¢y YfRraw==1 9eie B i« AHIoTd GRE UTie!
WA | AMITS GRETH HUAT oS ANRS, 37U JAT (oo Aol g Joicde
AIRA® WUHAT B WAl WY IHA UIY AU IH IHH AT HUH! RIaT | AHIRTS
GRETH] AT TBRI TRAIC TR 1 HRIZHA FoAIG-H] I8 araf /a1 garsHl
ARITP FAGRIG W BRIHA I IHGHRT g1 FHd! B | A HTIHA 7egd] A
A= Rifd WwWal ReB | FIH=T FHAGR TEw 3 UM T TIRTST HRUG
SIRgAH 7HT B | 991 &FD] oI TEAT Y AMAA QDT T3 ST RThl B
GReT WSHDI (Gap) H HRU WHRS SN HaH dled AhD! B | TR0 &=
AT T R A BT D] SHADITSTTH X S Siigs dorl Wi 1 g
AT SIREA LAHRUH] HETS GYAMTD] o1 At I8 A JdH Dal T

dorl gAldIew WWdhl B |

YD Be @ Frikiew a9 JHR EPHI 8-
9. S 3G

i AeRare afee! faxi Mo aaar gicee Ris ORI A Sy
TR X |qAY ORI gl 79 9ese | faxia uga ¥ faxia v foxi wHmafla
I3 B IdT=IerE 7 FEY dAT | IEIRARTT Audieedl 9q9y fRi
AERAT Y] U BH! B | ki A1eRdT Gavw<T 9¢1 IRl YSTMET &84 Ui
[P B W AYY YSIAT 9T BH 4R IR 2d B | 99 ki AeRard! g
TSl HEAYPl gARN 81, S &l 41 & 81, 91 b aedd B, I HEN T,

S TR T R o
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1T ST BISEES © © o W-1 Ay §Eiie qon snfidewus fUefeyar aigws
D Ea= | AT S, W Y g9 TR I deReT SiRees ard g
B9 | A E®! Siias den |k g A= geRrer wfaqe 1 ggeee fafsa
gfiere g1 e s Ao URgfd T AEE dH 8 | TR, A &5
IR T RA T HUHT [ I Wifoseud Usfevs wigew™ §M1 arar I
T ST 3T [H RIS | T TE6S [QUBISTETHT SIREH  FaReITI=aw]
SR 91 AT 3Maedd qAT Fe<aqul §I 8 W g Aadl ©ad | ST
HeAes fdog O gREm UeM T 9D Yfehl IRAT SIeddl R T
MaeId Bd Rgs | A et sprar 91 SiRew fasg grema |1 94
TJoI S I+ AT Ui 81 91 fAvg AIHgROMT 918 Akl wuHl Bhl B |
FYIHD! Uga IR a1 SR TR0 T A S WUHI T SAmfae! fwars
Jere faxig fren 3 w1 Reme A 3 smawas o Ras |
2 S favar

AT T SIREH FaRATITD] TRHAT HAARRY HH JAFGR B4 | SAgwd 940
Sita q |qEfrH g1 B faog anfdfe FRef U™ Skl T8 9= Wil HHl © |
1Y 90 I FH TS W9 FHISH GHd FH B | 1 Rufs M @1 5 1=
ST Y9 AT 3% TG D] UIg=0 | 1 SR ST 919 TRYDT Y
ITYed GRIAT 878 a1 I8ad a1 99 JHINHS] BMes SHEe U<l §96 b gad
=1 SMTeIhIes QT FATGMHT Srvfcre] favard SR T ek Ragal o |
3. yfafder ugm

FYIHT B AIAERY ARG a1 Fgols A8, X6 aq focl siRkdl dar
U M AfSewuEr fAgd yomel Arthd Aielge TS 9 JeEige TANT TR S0
SR T, OfEE deed T den Sl YRhFT WA T RS B | IRG Tt A
I TEwD] UGAHT 3 UM SeXie glawr g Wahdl WA | AUGHT HRRe Y
giierd ARIR®S Sex-e YA e8| fSoice AeRar &iRke 39 ufea Sfd gal
B | W SEA TRE gese ol Ufed uga YUl gal dgaHel AR T
A SRavel B |
g A g9d

ST TRE Tl RIS &1 3G TRURIRS gad 7 Afbad B |
AT TEHD M XA I AMIHT B | I3 &I SHewols HafaeaEr
s s e o8 | 9, difod el ) U ST R B | Tadd] WS
&1 Blea 9 sgdm dar fodeae 969d g Ras |
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y  Afos HfeEg

TH B WNSE R YHaad! S Hfoavaey RATe, Usls, d_Ts
fAeR a1 B | URfod HieAR®! HRUSG ARG ZAred dun el a3 saad
WISHT B! SAT I, JIErare! ol YaiRS! 3¥d H B | I93 T&T 5
HAERD] Ugd WIIHGIH R T80 §iF Fad! 84 | 4Rifos Bfease &l
I WTHT TRT T <A 3T AT I < HFMfod wuAl [UsfSyaT s sgdm
JaTers fIR T gk Wl Ras |
&  SIATD AAEHAGE gl T SHED! STHIT

B &F X UM &A1 AR T AE0d] (G498 Ul SIaTeR B
URE O | TG QT THI0 &FAD] <A AR HUBT FHSHT SN SHID] TaLIhall
I FAD JHIH TRE §B | S BRI TFI0 TAT T & qHEN T
RURIRGI S ATLIDHA AFAR HH SNAD] THAGE YISTHT IYHT Tgad |
|1y, {9®, Ugle dol TRIs W JHId T B8R URARS] ST HReb WREH WY
AU ST SIREHAD! SMERAT FHER X GHTGE WS [BRAS STH! Tsa | THS
TR SgdMe f[IRA e <Rauat § |
©. T YHE

IRAGHT HTD] fAZar Wieh ST Wb 81, ST BRI a1 &6 Wb THIH
WS ARPIS AT UG TRAT oI SHER AR f[awa™ 98 oo |
e ST YhEE RS TRAT GAIHT 9¢8 =1 ArTsaie SHl HFHEs AT $a9
T}l B | 9T SEel Sice UfEhdn, SEidl SN 3aede BTG Jers Ao X §H
PHHIERe THIA] ST YhT o =1 HIAEROTD ¥hls HHd SYSHM] FHET Tl
FARIDT WUAT 5D] TS0 | IHS a1 TTRuHT HIMHS Weals M1 AR qregdl a
PRBITAT SHT T TRBT U578 | a9, I Hrrilsws Wwhelisd aRre foel BRal
fBRme Twd M1 S Yobrl IRAT SR faveasiRaT 989 |
¢  IRORD GAIH FHI

AUGHT G, TS ¥ MY 98 TN WRORPI qF R 8Pl B | Aty 14
A, 0¢0 S RGBT V@HA THI AFRBSS SHM AMdg T SHAT S SRl ARy
Gl Iueel RIS G NP B | TR, M1 Hare! [Afaffexr TR R @ @
AT ST Ugd fIRAR T A ! B | faug Jaeeus, |iioie gReN, wared
Hal, YAER fAB X WRAR A1 Aael-d ] FHdos SHMT 3ag T A WY
AU THD! SR ARBRS S [T e HRIZHH A1 Jolc el TRPI Ulgad | Uql,
WM T8 T 3 WIGRAGID] FHGIH ST HIgRdl HRIFHH FodIoT TR SiH1eh]

e JARR < faaR v.np
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TIR UER T AIfd X8 dUf SRR TH<aId] P I8, U39 I RN dedd a9
T T § Fod! O | I9 &1 W sga Jal f[RAT gk Afiver © |

ey

A AT HUD! Gfch, HYE X SAMH q FHEITHOIS UBfETH e S,
FHfcl TNl ST SR §THa JAMID ARG HH SNITH HRUGT TAREC FAIDHROT
T YIRS FedqUl YAdl Wes | Sl SRal fdergE ggdar ke, fau= e
fefeyem dHmaga e ASFRI I1eH, FFIHl g efwe, e 3 o
TR HAMT 3faR IS HeY g URRED! B | <M1 TRAIGe TaifoR TR, fau=1 qen
G, YHYU FAHT SRgAGIC Tl d¢1 T I g1 TRaT B9 | I
FEwd! SRgAeTC 3Nfddh FRe SO gad dee™ <e[ie TR S¥ed g1 daad |

TqY, TREHR SNRIATSG S GREATHT S SHeD T T THI STTAETD]
I Tereu . dHgehHT Jged fas SgdMIels Yaadhdd IRGUS | AR e
YR & JHEN T HH I HUHI AU i oI dgdEn Jdiers Ao
TR WM TEHTD] FH9IH S Ugd fARR T W Ao @aeen IRy |
|1, 3w, SR, Arifod e siiemwy fUsfeud WHad Fgare SR faey
SHIFHA Ahd 5T SYIH] HaToTs TR R R sag Tgqe | amior den
AMNfSHRIAT UBfETHT a=dT <A - YUdHI T a1 f[Au= TFd o1 &g Siad
Ml FR Ge fAGUY a1 Tesud IR@ XEw YaM IRIUS | FHfd J1 B SYSHE
e ge a1 gaven goich IRgue | 1 &Fed Famie Fere arior @ Rem
Sre fas I T S JINgfEaTs Tifwarel |1 SFNfs 9818y Us | 9,
SYIHIDT AT T Freacd! fdbr, qliod! ERAT I qea Mg v fiarga!
AH1 M SRR FHG IR TN SgarTers Jag Tg0e | I9a6T | Gifiae) fJeard
AT 9 ufhaes WU TR S TRl WRUG] Jol YMIEBRI Jal faaRor T
JUTSId! fAhr T SMgUe | dFTed Wl BRTSd ol UEhaels SRehmd 1906 |
A TEd TREREGAED] FEART, FHaI ¥ FEHRAl Sl JdIols WY J8de
H5aTe T Afby dgamTD! ey e 3 iR 9 I fammn TR Maromn
FYIAS 3 T¢I YHIEBRI YD Woias 9= favaw g5 7 o9 | I, qudl
e faew X wg A= A Td @Il WReR da1 Fame A s
3N aveT diffe AIfd T2 HRZHA I FoicHl FYIH TRl GUEaHRI Tl WRUGT
FRHATE Sy ATRH &P GRIB | 0oo

N & FaER < fee



s, 20c3 ) siure dien

NEPAL INSURANCE AUTHORITY

T BEH AN HUHT T X JHD] ASTHRS
HIEIR® AN X JGIh SMIRES TENED |
SUGE] BIAHT UeTe® A9 AdARFHT UIel
T | A FRIATh] Goardaie J €, AR
TART B9 ATod R | 3h aafhad \edfia!
oo AMYFH 212 gomeEr Hifaent aRac
RSN | ARpd T a0 B ARME
Y GOH URIcTes audl aRes | o
B A9 9RIare! e faftne uam, vEnT )
oSt A O srb-yumed R Q1 wawu Ser
aeel e ged HUP B | wHID A,
A ATSHT 3MUHBT AT IMAHE®, AIdd!
IRAT ST P HRIEOS 3ol TP
WHY I GRS ATUH §9UH IRgD |
SUReMYe IR gficers emR amR A1
JES AMH WHY RIoH TRP! B | AHM=<]
A IR g 3Fd i ot IRyt o
G AT A1 R Dal e ForR
X 9wy fam @ifsge B |

DICTD e’ & AIBIMG- HRAT
THIGTRT 31 YUeh ¥ FaeRET O UTCIg<ad]
fazewr el Re®, TR TeH REUerE

o IR 2 R
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YIS siemrEd fOdr Wk 9 IRD | BeRed Tieds TRIR, [Hofl W@iAaa ¥
RTST®] Sl (A 9¢¢y) JRIGHT FRRT 3 YOS AR TRYDT B A ST 9N
Qo] g™, I favaardl Jeaswe el fATa=T 3Mdal sRia= 3 RRIRAGE
9P SR IMEES &1 TRYST B | G RER R RRIEeR N 796 REPROI
2RI SUAT A IRYDI B | Dol T IR RITHos &I TR §5 ORAT
e R T IR, |HE ¥ Golardl | oRufs favadm eR qeEws ga@l
faf¥a gorderE suAUe! U oA dfes | el Aad s eT WA
WHIERS fAvgd Aeh §oae el B; Bfes Tl 0 B Jgd AT |
TR FIRIIAD] FHISTD WA HSTA g1 SR DIUEwD] FAOH 8l | R USRI
U3, e Mafifiees anfdfe Brareord e T TS (Sarkar, 2010) |
A=A | PHUrpad g1 B, I Biee TREI T Biee Agiod TGdl, IR
raPeIEes TR ISR g8 T4 |

TATe feAfen it afeved ©, SfErI®! MR 909 §9d B, Hfadsy o =1
B, JD! SN GHFAT FFD STAMERS B TRIED! & Alb | 36T WUP! 37
yUTSIfo] AT g9 U 9, a1 BT 9ao | A1 ST ATl A8 Jonsrr Yo
BE A YIAIBIS & WITTHl B | o1, AL, TR, QN SIEd FRIEEHS IMoTDT
favam sRia=M=® &R RIS aRYNES AH0T RS <& Al | I9 TSEH
T I A a1 sRiaadl uRMIIeTS Rt swat RTel B | emyfe
RIS SEIITH WA B 11 URWINIE® @15 I8! Icovd TIRTDI B |
gl 1T (Orange Economy)
ol 3da—= (Blue Economy)
sRd 1Jd= (Green Economy)
WRT 31fd= (Brown Economy)
BT NI (Black Economy)
Jdl T (White Economy)
JoTEl 3fd= (Pink Economy)
ST 31dd=1 (Purple Economy)
UgR! NdT= (Yellow Economy)
AT 3dd—= (Red Economy)
fe)/RievR @1 ¥d= (Silver Economy)

Scolad TRl ARAT RIgeR RS © |

o AR < faar
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“\jﬁ?ﬂiﬂﬁﬂa (Orange Economy)

BT FTOE TAHBATD] TSI SileR 3al Sl X @i WDl SeNTD]
HUAT SR | I AR IJAR 37TSl HFH difgharel e H I9 aEReS
fraRewors Fam aRd T/TIRY RIS Srs faq ore |

| 093 AT BIGY JEFN I AN HATDIGIG M GRIE FHfA The Orange
EconomyM An Infinite Opportunity HI REERE gl JFITHP! S TRBT e,
SNIATs JR-3MAR®T faerd Jhe UdreM TRl R (Buitrago & Marquez, 2013) |
STNeedHGAR FaoT 3fd= TR, IFAASG 3 MR I U b1 T
T | I8 TG, HETHGA], SR I AiEgad daels e Jead! Faal
FOAT B B | ARG AEIRT SENTes, IAFMl MEIRG 898w, dd 99Ial
AT g RfAfdEs IH-aaqqmT SMERa R Yo &Fgwols Gade TTRYD!
TO, G0 SooRad Sagwdl JAUIR TR M I ARG @ee R T
EgTIT'YIs; Sirs fa™5 (Press Information Bureau, 2026) |

F1 U IRGAT difgd qod §9, fbAfd g1 uft ST RisHeoseal fdaRe
q TG AT HaT AR g TGS =1 ARG Yol AT I& 168 | The Dawn of
India's Orange Economy @I May 9, 2025 (India's World, 2025) ﬁ@wﬁjﬂﬂw
T Wl & 8N WIHR HhH] YR Bgd | A D] Aogod 3120
M FMRBT I RINGTT &A1 § TWahT FRfa= =Pl RicHIASaers Seied IR
B | WA I9 ATURUID! Jed X & T8 IRaH] ARIHEGD] IR-TF8 I8
TS | JET N AR G [HUH GRAN I8 9B, o9e faml f[aemew
JMIRETARIT AR @SB (UN, 2024) | o1 FTa=ols A sriarawen uf
45 | I8 aURIe Rioie aRews e e T Inerel are
T TR B | T AERT g7 IFo, U, e ¥ difgd TRt swaRfean ™
e, ARSI ARGIS TERwerR R |

1@ 3Ia (Blue Economy)

The Blue EconomyM 10 Years, 100 Innovations, 100 Million Jobs, STH® ?I;Zf?ﬂﬂ
TR UIRSIG T 090 A1 Nl FRATRGTE Seovd NP UD | IADRGIAR
gl ¥ W@ Sigqdl S Fg=d! AN T AU S A1 JEURIT Sl
B B | I9 JAURINSG A= I Y=l dc I J9dHI qasdl g1 Wl TiRRefis
JUSIEED] T IATIBATD] BRI T Tas I I Gy e wfafaftes

e JARR < faaR v.np
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THAT TS TG | Y= dc X TN &F5wdl g1 Iull, AN, gded, TTignd]
g URRYIS Yol IRAT Nl Agd=e FAd T RB B | Idq6 T
Tor AR, TS GOt I TS FaReATdh! 3w AAGRATS! TRrerdl IR &
e8| Todl o (AR T TR, ERef07 I FRRIu=R_T FHd B, A1 8Rd
=R 9 Sfed Afoe B | i Aeme! ag TRl Feue Tl seiaawernd!
AEING FRAT I YA IR 7 (5o |

BRd 3rIa (Green Economy)

¥ 9%%¢ HT Blueprint for a Green Economy HI David, Anil and Edward @ 8Ra
fa=dl f¥ly aren RUTE MYie wUHl J9d! UG TEl GO HUdl @l |
TR s1efa=1, S0 A AEES] Sf¥d AGUAN T IR AIETd] &idHRo] g1
I e A e | giie didel STad TN T, W Taiie aweers
T YIS TAN T GRII JEITS 989 A R A MR 8 W Ao
(Mohammed, 2025) | 3151 R SJa=oE A8ANNG] WUHAT BTH T SR A=A
fovgsr seasw o vy B, S eRd I (Green Governance), 'Rd
gfafd’ (Green Technology), ifdd ag‘fﬁ (Organic Agriculture), BRT WR=AT (Green
Infrastructure).. |

Hd <M1 BRA seid=oars Hadh Jgwayul I FGeiRe UIeid! wudl R TR
B | Bl TS IR YD TR W9d] a9l 3@l gariel @1, fasia
B & AP 99 Sere! Avhl F9A1 1 IR SRaUd! TR A 81 | I
AATER®] FHIEE THH] B aIdeRves AT T8 aIaekoTars SRefv Mo fal da
FIAUTET e e e wafga uel 4 eRa rfa= &1 | eRad ammaReiy
HRE0T X W AEEdl SR AU e anfde e I aREadl uRéedd
IIERRE FIEIRDIOR o a7 748 | 8RA aaRel I Jqd] d=R_ATdh]
AR 1 R Afd=d SRI 81 | 39 faer &1 g7 9N AHAT IdERos T g
IS §ad, AIERY] ERETT Tq [AHRIBT ¥ HeH dlegu X AQegaR e
Ao sTaaddEs g MU I Siisfaq e | i faerae g, v
R UM qof wuH BRA ifd=_iT Afsie B 9= |id s |

@RI 3a— (Brown Economy)
BRI 3JT=S AIAERUTD! SfId TANT X ID! Afd ureiorn axdl R 9+,
SIS 3fAT TR T Wl Il FdaTols §ihD, 96 IAERvery sl
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T PrareeTd WU e Hew g | SIAAEIe 91 SIgel, TN, ol
JMRT ST TN R Risr IR spefas &R arfa= &1 | o7l &R spefa—=r
IR TWERS NRBI BE IS [OYR 3MTH] fJeqamdl Yguores AFg  ael
UTpfd TOMSHT Agadd! aoh aRa- Afoud! © |

! fdeqadl IE9d! UCId] WUAT Ygd! aidEeRvg WH W A R
FIT=aRg BRT srRia=a! A= 1 | TR sefa=er ade gies o IR | favae
DB TUHGIS B 8 A9 AR MY TGRS URVIMAEE A ERI Afd=Id
IUST B H R HAS [T 79 FaR | IoId! Fad! ARM H WRI1Ge R

TS W R

PIST AT (Black Economy)

N1 favaggd aRumRawy aREHAT &=de HIoT JAd= S WU 8 | BRI
TP GATID] HUAT YAN §A HIOT AT AT d¢ a1 B YOS A1l i<l
ia= 4R e, g7 axel ReERv<T 9k a8 sefa= 8 | 39 spid=o
PP IRRTI<] TR TR 3MMYh BRIEH T Ao del AfAd ARhewa! a3 fd
T X FAGID] O ARhewd! AR g1 BM 11 TIOR8 TGB | FHdI, FHISUD]
g IEEUHl Hasw A UREeAs del sRidHes gFel g9 | oFlRd R
TSI FFI HRISTE i TN YOS TG T Faad | 3FEed, SHdRS
R SN e X R FHSd] 2d g1 Aidewdl uRAeT TH FEel e
TS Al USSP Baw=l &iftd T T8 | BEl eFdasee dlol AT
R SFIUAIRS 3Rfa= U 8 ¥ NP UN RgB | TR ST fid=Idl TRAT
FPRIHP W9 B9 (Christensen & Levinson, 2003) |

R IR B A fda AT S|P GEED YA BH o Ao |
ARG TaRS g1 I AT 37Tl [Aggd] K5 GDP ¥ GNP W=l &Rl fRwIar]
BH! AN RSB, fFafF I fa= §0 I NP B 41 9o ATE B, Fabh
IO BRIGR T IS BRI IRID] B, TR AMBIRS IRH §B IR 91 RIS
B | Sulehri TMITS T 039 AT TIR WHI RUC AFAR, IR AFT=D F
NSRS FESIE g g A1 Fod! AMAS Jomel 81 ufF 9= Ffdos | BT
SRRME g7 §0 I9eR IRGMH 9 | 99 TOeH g BRARESG $Hioo
qFHe! (Hgels) BRIER a1 Hiee HIfde (Y TR S-cd) g g1 e |
B A 99 I g |
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Jadr a1 (White Economy)

T 3fraT WAl 3fJd SR X MY s SHta a8 | @y
SFHT INATHEw STK; 3NHS e, SRUArs, TaRey Al SUGBRY AARATITD] BIH
TRAT G T8 SRfad—= Aal a8 | WReY &FH & T SFeIkh
sfmeadl e drel ufv I8! fAufis udeq | @rey 9a1 foq ¥ i 99 vass
TEH] A YUBT §76+ | WIRT a1, GRewT, i, TR qwfd wdied, @eed
A ITEH, IR0 X FaReuadHT 69 Uleies Jaiid U 168+ | TRORD! FoicH]
Seod g1 WR AR Joic UM 390 RIS U1 TRDT B | STAERIss o
YARAT T FATS], NI HTS WY 1S A8 ¥R TR | ST ¥ e grel
| Aal Rja=Ime Uo |

J@Tel 3Ria= (Pink Economy)
W&W(LGBTonpulaﬁons)WWﬁ-ﬁ,mﬁﬁﬂwm
fdeg oAl Aswqel 4@ Todl B | e IcuEEd 9Ye awRia i,
HHISTS ¥ TP hardoseer Jorl sRid= a Joe Joiak 91 RS |
TG S BRUS fHARIGT TYSIas ok JAfegaRell 1 eid=H Fg9rl IRISH
UPhATeTS SIS 6B (Ye, n.d) | FHMGY] IUHRHT I FOIRSD] Frrdoly Al o
WEES B WU FAGS! ARED] T I FAANGRUG] Iod TeH! AN U<
YUP! B | BIEN X AEITS w9 7 o] FHGGR AT Afan S¥ERAT ol
3T YT S AT g1 IRDI RIS (Southerton, 2011) | @M JALT=eoTs
FATGTS B ToRS JHP! RIS I THD] afd TN 31 WHRASE & MRS |

SO 3rfa= (Purple Economy)

I | agfie seid=m I9a Tt e wRgd T ES | I9HT SRATEd
HTH, ARSI AIRHIGRU, 3N ATHR ST Hewo AATD] B0l T a7l
ST ®] AewdqUl UICIdl wuAl &+ Tes (UN, 2023) | aMgMa sefd=ar &R
IMATEE 7e AT G AT 81 | I IR Aod] Ria=Ior dad 6o b S
AR T $HH! fAMuaH veewors e Y T8 | 39 Udle Sxasd T Gw iR
FRAey §: fAaRomes aRemel e gavere]l qeuer e kB oo
Tl yumeiers A M §997 T (ilkkaracan, 2016) | ARG O EREET
fOeaER Arag gceH I Wk 9Ae Ao 390 sie i KD |
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fgue | e A= Uil Teds! a1 wienedier dweae g 9F I A
AT g e o 576 |

RIS H3ATe QT T X DISTEIG A9gH!] a1 WIendRAT s @fhe Sulefd
TP e AREd THUe | dHEel diedde weaiios TKIErE Jg9rl
RIS Be DIOD! AT T, FUCY, SEHEY I JgRIFRID] I AqeIas
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IIa: dMe ¥ eneft gaor Ae TE | a9, IR a1 Jabel aendiel
HoaeTs HEdl dhde A ecrRa MRIue |
y. </ AMWFHATS RS SATEARTST UTSHTHT HH

I WS UM DHae FaAIId TEFMRNT AE FHEfEd d9s S Afa®
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ufRam gRea ™ iifhRe s<fouw (o™ gfemmn) =1 w&r gwaes
T 995 | Ay aReguaAT 9ae aReR ¥ YRR sifafedk wRien a7 avaT
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e | A1 i Sedseer g4 sifdod,
UfRgM ¥ IEd] GHEEG] B WO R
s (Fega 91 gee fR) 1 &wen |
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a company, and they pay money to you if something unpleasant happens to you |9l
gR{NT TRP! Reo |

I TR Insurance isa means of protection from financial loss in which, in exchange
for a fee, a party agrees to compensate another party in the event of a certain loss,
damage, or injury. It is a form of risk management, primarily used to protect against
the risk of a contingent® or uncertain loss T Sl ?N‘cﬁ B |

T RR we MREd dWges o T dWe * difadE awer
FHIfoH SIgA 984 T T TR foRaa a=eiar 9=hg 98 | dWges” 9o
1 &1 Ufdw® (Consideration) & wUHT HIfAdae THAg a1 fhwae<l wudl
Fe o ITHH T9HFgUS | RS A JAFAR AT X U TRA Bl Aoiors
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U SIRIAD! Haad] W a9 Bdl g8 | afa voar afigfd fao
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B (Nominee) & ¥ F1 HRUMEIC Al AHTHT HTH SHIRH Fod gharares el
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T (obligation) Iregd! SRIBT F=HT ®al <dlfies ek obligare s
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ITAR dHPe dHOEH IeofEd Nz fiffders 91 ST6l Yhral TRET,
g¥ica fAgiver amRw a1 fifiders 761 ud T T Mgk e g
HTS JTHROT FHe ISP 11 o B | I WA 9y T 3 dHeors
ISR U9 9 B qeUeErd YISHRoe IGRarel X diedd oy RS,
ST YT RS HRUTS iffder g afd gq e qaiia afagii wvre

B uR=ee-2 Jgal <am Hfedl, 008 |

N & FaER < fee



Rows®, 2003 @) oure dient

NEPAL INSURANCE AUTHORITY

ey faq, dwee FgiRe Rl @ w9 el Fefagar g=: Sifda
fgiRor v F=fag deer ey 7, dHee s yhrr U aRag
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ST, VG I FAEING SIITHT IEREHD! ARATGR [Avoye N =
FAfm =l IRyd B:
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Electrical Safety in Nepal: A Silent Crisis and a
Clear Opportunity for the Insurance Sector

Shriram Sharma (PhD)

Senior Faculty,
Amrit Science Campus

Executive Summary

Electrical incidents are a leading but
under-recognized cause of deaths, injuries, and
property losses in Nepal. With over 300 annual
electrocution deaths and billions in fire losses,
the issue demands urgent policy and insurance
sector intervention. This article argues for a shift
from reactive compensation to proactive risk
prevention through standards, enforcement,
and insurance-led incentives.

Background

Electrical faults have quietly become one of
Nepal’s most deadly and costly everyday hazards,
particularly in rapidly urbanizing municipalities.
While our national discourse often focuses on
dramatic disasters such as earthquakes and
floods, the data now shows that electrocution,
electrical burns, and electrical fires are causing
hundreds of deaths and billions of rupees in loss
every single year.

This article calls on the Nepal Insurance
Authority & Insurance companies, the Department
of Urban Development and Building Construction,
Nepal Bureau of Standards and Metrology,
National Disaster Risk Reduction and Management
Authority (NDRRMA), local governments, and
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humanitarian partners, to treat electrical safety as a priority, preventable risk and to anchor
national practice in internationally accepted wiring standards such as IEC 60364.

The Scale of the Electrical Hazard

Electrical faults have become one of the most significant contributors to fire
incidents and accidental deaths in Nepal. Urbanization, increased electricity demand, and
poor installation practices have amplified the risks. Recent analyses of records available
from the crime investigation division of Nepal Police, DRR Portal, Kirtipur burn & cleft
hospital, and municipal fire-brigade present a stark picture.

Deaths and Injuries due to Electrocution

mTotal Fatalities mTotal Injured mTotal

Figure 1: Annual deaths and injuries due to electrocution in Nepal over the past
decade. (Source: Nepal Police, Department of Crime Investigation)

Fire incidents in Kathmandu
Metropolitan city

Lk b

2077/78 2078/79 2079/80 2080/81 2081/82 2082/83

mTotal fire incidents BFire due to Electric faults

mFire Due to Gas EmFire due to unidentified cause

Figure 2: Distribution of fire incidents in Kathmandu Metropolitan City over the past
six years, showing that the majority of fires are attributed to electrical faults. (Source: KMC
Juddha Barun Yantra)
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Provincewise status of electrocution
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Figure 3: Distribution of electrocution incidents across the seven provinces of Nepal.
Madhesh Province records the highest number of injuries and fatalities, while Karnali
Province reports the lowest. (Source: Nepal Police, Department of Crime Investigation)
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Figure 4: Ten-year record of burn patient admissions at Kirtipur Burn and Cleft
Hospital. (Source: Kirtipur Burn and Cleft Hospital)

It is worth noting that:

Nepal records over 300 electrocution deaths each year, on average.

In just ten years, more than 600 electrical burn injuries have been admitted
at Kirtipur Burn and Cleft Hospital, many requiring intensive and prolonged
treatment.

Ministry of Home Affairs disaster reports indicate that, between April 2011
and April 2026, fire incidents caused property losses of over NPR 31.2 billion
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and affected 43,737 families, with electrical faults as a dominant cause in
urban settings.

o Records from Juddha Barun Yantra shows that electrically triggered fires are
the main causes of fire in the urban region.

o DRR Portal data for 2011-2023 show that, excluding earthquakes, thunderbolt
and fire are the two leading causes of disaster-related casualties in Nepal.

Electrocution statistics alone are alarming. Crime investigation department data
compiled for the fiscal year 2073/74 to 2082/83 (Falgun) show 3059 deaths from electrical
accidents with annual fatalities often exceeding 300. Provincial breakdowns reveal
particularly high death counts in Madhesh and Lumbini Provinces, with Karnali reporting
the lowest but still significant losses.

Electrical fires in dense urban areas are an equally serious concern:

o A study based on Kathmandu Metropolitan City fire-brigade records reported
that around 80% of recorded structural fires in 2020/21 were attributed to
electrical failures or malfunctions.

o A national broadcast marking Electrical Safety Day recently noted that over
60% of domestic fires across Nepal are now linked to electrical faults, driven
by increased use of high-power appliances on aging wiring, low-quality
materials, and unsafe installation practices.

o Local case studies from Teku and New Plaza in Kathmandu to Bhrikutimandap
and major hotel fires in Itahari and other cities, show multi-story commercial
buildings suffering multi-crore losses from preventable electrical fires.

On the health side, Kirtipur Cleft and Burn Center records show a steady rise in burn
admissions from 2014 to 2023, with 790 burn patients admitted in 2023 alone; in 2022
and 2023, 73 and 78 of these admissions were due specifically to electrical burns. These
injuries impose long-term medical, psychosocial, and economic burdens on families and
insurers.

Why electrical fires are different and under-recognized?

Electrical hazards are often invisible until failure occurs. Overloaded circuits
inside walls, undersized cables, fake or substandard breakers, and haphazard multi-plug
adaptors can smolder for hours before igniting, giving occupants little warning.
In crowded urban settlements with narrow streets and limited hydrants, a single
electrical fault can quickly escalate into a large, multi-structure fire that overwhelms
local firefighting capacity.
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Despite this, electrical fires remain underrated in both policy and insurance

practice:

Nepal’s main electrical code has not been substantively updated since 2003,
even as appliance ownership, urban density, and load profiles have changed
dramatically.

Building permits and completion certificates rarely require documented
compliance with a modern wiring standard equivalent to IEC 60364, nor any
independent verification of the as-built installation.

Fire statistics in many municipalities still categorize causes as “unknown”
or “gas leak”, even where circumstantial evidence and expert investigation
strongly suggest an electrical origin.

Insurance products often exclude or narrowly define coverage for electrical
faults, while premium pricing and underwriting seldom reward clients
who invest in compliant installations, periodic inspections, and surge and
fault-protection devices.

In effect, households, businesses, and insurers are all exposed to a systemic,
preventable risk that is neither adequately regulated nor fairly priced.

What IEC 60364 and good practice offer?

The IEC 60364 series provide globally accepted principles for the design, erection,
and verification of low-voltage electrical installations in residential, commercial, public,
and industrial buildings. Its requirements aim explicitly to protect people, livestock,
and property against electric shock and fire, and to ensure the proper functioning of
installations under normal use.

Key elements include:

Correct selection and sizing of conductors, protective devices, and equipment.

Coordinated over-current and residual-current protection (RCDs) to quickly
disconnect dangerous faults.

Requirements for earthing, bonding, and surge protection, especially in
lightning-prone regions.

Detailed provisions for special locations such as hospitals, outdoor sites, and
temporary installations.

Procedures for initial verification and periodic inspection to catch
degradation, overloading, and unauthorized alterations.
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Countries that have systematically adopted and enforced IEC-alighed wiring
standards have seen marked reductions in electrical fires and electrocutions, even while
electricity use has grown substantially.

Why the insurance sector must lead?

Insurance companies sit at a strategic intersection between risk generation and
risk financing. When electrical fires account for the majority of urban structural fires, this
directly affects claim frequencies, loss ratios, and capital adequacy. Insurers therefore
have both a financial incentive and a moral responsibility to champion better electrical
safety.

The Nepal Insurance Authority and individual insurers can help drive change
by:

1. Recognizing electrical hazards as a core catastrophe-like risk in urban
Nepal, comparable in financial impact to floods and storms but more easily
mitigated.

2. Linking underwriting and pricing to compliance with a national wiring code
harmonized with IEC 60364, including requirements for certified electricians,
adequate protection devices, and periodic inspections.

3. Offering premium discounts or enhanced coverage for buildings that can
demonstrate verified compliance, installation of RCDs and surge protection, and
regular thermographic or safety audits.

4.  Supporting data collection and cause analysis for all fire claims, so that NDRRMA,
municipalities, and researchers can better quantify the share and patterns of
electrical fires.

5.  Supporting/collaborating vocational institutes in preparing the skilled human
resource leading to create more job opportunities.

6. Partnering with local governments and humanitarian organizations to fund public
awareness campaigns around safe wiring, appliance use, and the dangers of cheap,
uncertified electrical products.

By embedding these expectations into policies and contracts, the insurance sector
can effectively raise the minimum standard of electrical safety nationwide.

A coordinated agenda for key stakeholders

To turn this preventable tragedy into an opportunity for safer, more resilient cities,
coordinated action is needed across institutions.
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Department of Urban Development and Building Construction

Update building codes to mandate compliance with an IEC 60364-aligned
wiring standard for all new urban buildings, including verification at
completion and for major renovations.

Require submission of single-line diagrams, load calculations, and protection
coordination studies for high-risk occupancies such as hospitals, malls, hotels,
and high-rise residences.

Nepal Bureau of Standards and Metrology

Develop and enforce national standards for cables, breakers, RCDs,
distribution boards, and multi-plug adaptors referencing relevant IEC norms,
and aggressively remove counterfeit and substandard products from the
market.

Certify and publicize lists of approved products and certified electricians,
giving insurers and clients clear reference points.

NDRRMA and DRR community

Disaggregate fire statistics by cause, building type, and presence of protective
devices, and ensure that “electrical faults” are consistently and accurately
recorded.

Integrate electrical and lightning safety into national DRR strategies,
recognizing their compounding role in urban fires and rural settlement burns.

Local governments and humanitarian organizations

Conduct community-level campaigns on safe appliance use, load management,
and the dangers of illegal connections and overloaded multi-plugs, building
on the momentum of Electrical Safety Day.

Prioritize retrofitting of critical facilities hospitals, schools, municipal buildings,
with compliant wiring, proper earthing, surge protection, and clearly labeled
distribution boards.

Nepal Insurance Authority & Insurance companies

Issue sector-wide guidelines that define minimum electrical safety
requirements for insurable buildings, aligned with IEC 60364 and national
codes.

Support pilot programs in high-risk urban wards where re-wiring and
code-compliant upgrades are co-financed by insurers, local government, and
owners, with subsequent monitoring of claim reductions.
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Conclusion: From silent losses to systemic prevention

The evidence from police records, DRR data, hospital admissions, and municipal
fire-brigade statistics is unambiguous: electrical faults have become a leading driver of
deaths, injuries, and fire losses in Nepal’s urban areas. Unlike earthquakes or extreme
weather events, however, these losses are highly preventable through better design,
standards, enforcement, and incentives.

Adopting and enforcing an IEC-60364-aligned wiring code and integrating it into
insurance underwriting and urban regulation offers a clear, practical pathway to save lives,
protect property, and strengthen the financial stability of our cities. If the Nepal Insurance
Authority, sector regulators, local governments, and humanitarian partners act together,
Electrical Safety Day can become more than a symbolic observance: it can mark the
beginning of a national commitment to ending avoidable deaths and fires from electrical
faults in Nepal.

Electrical safety represents a preventable crisis. By shifting toward prevention,
Nepal can significantly reduce losses and improve resilience.
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Microinsurance: Building Resilience for
Underserved People

Pujan Dhungel Adhikari

Director,
Nepal Insurance Authority

1. Introduction and Background

The struggles faced by low-income people
are similar around the world. Although the types
of risks they face may vary, the impact on their
livelihoods and the aftermath of unexpected
events are often nearly the same. In most
part of the world, the underserved people
or communities are the ones who are highly
affected by the disasters and remain far behind
in every aspect including economic status.

The concept of microinsurance in Nepal
started when the first Microinsurance Directive
was introduced in 2014. The Directive established
a regulatory framework for the issuance of various
microinsurance products, including Family, Health,
Personal Accident, Livestock, Crop, Term Life, and
Endowment Microinsurance policies.

At that time, microinsurance business was
done by conventional insurers and there were no
standalone micro insurers. The microinsurance
business started to flourish after the issuance of
the directive but the insurers still struggled a lot
to meet the target set by the Government that
each company must have 10 percent of the total
business as microinsurance.

After the enactment of Insurance Act
2022, the provision was made to licence
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standalone micro insurers. Subsequently, seven standalone micro insurers have been
licenced and are operating actively in Nepal. They are operated in all the provinces of
Nepal and their head offices are in different provinces and not in the capital city. The
main aim to establish microinsurance companies was to reach the grassroot level and
bridge the insurance protection gap.

Microinsurance as its name suggests is simply the insurance for the low income
and vulnerable group. Insurance has become the effective tool for risk management
for decades but the people who are at highest risk zone are not protected by insurance.
Those people having access to insurance is very rare. So, in most cases underprivileged
group of people are not taken into consideration while formulating the policy on
insurance and while designing the insurance products. The insurance company design
the products from the comfort zone of their well-furnished and air-conditioned offices
where they cannot even feel the hardship suffered by the low-income people who are
the beneficiaries of microinsurance. Microinsurance is not only the insurance product
but it should serve as a tool to transform lives whenever they are badly disrupted
by unexpected events, that are very common due to climate change. To make
microinsurance an effective tool in supporting vulnerable people during times of need
is not so easy as selling the product in the traditional manner. It requires joint efforts and
collaboration between the regulators, insurers, and the government. The distribution
mechanism plays the very important role to reach the target population and for that
purpose. partnerships with MSMEs, digital service providers and cooperatives further
enhance its value, making microinsurance easily accessible to all. Life insurance can
serve as the tool of risk protection as well as attractive investment for the future.
Hence, Microinsurance is a vital for protecting low-income and vulnerable populations
from financial shocks, promoting stability and financial inclusion.

2.  Understanding Vulnerable Communities

Microinsurance is aimed at protecting the livelihood of the vulnerable segment
of population. One of the examples of vulnerable segment includes informal sector
workers whose family survive in the daily wages. If there are no work and no income,
their livelihood may be badly affected. Similarly, the small-scale farmers whose income
depends upon the yield from their fields or from the farm. The street vendors and small
business owners who are engaged in handicraft and food and spices related business also
fall under vulnerable group.

The most vulnerable people are the ones who are highly exposed to the risks of
natural disasters and other risks like illness, loss in business, loss of property. Despite the
high exposure, they are not protected by insurance. The lack of awareness and limited
disposable income hinders protecting them under the conventional insurance. So, they
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need the special type of insurance which helps to address their need and also affordable
for them. The table below mentions some examples on the type of risk exposed and the
effect of the events in the vulnerable segments
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Table 1: The situation of vulnerable segments in Nepal

mothers,
Women as a
bread winner
of low-income
households

in getting the job,
limited financial
inclusion

S.No Vulnerable Quality of life Risk Exposed Af."term.ath
segment situation
1 Low-income Struggling with Natural disaster | Pushed into
households hand to mouth more poverty
2 Rural High dependency | climate related Lack of income
communities on agriculture, risks, natural and fulfilling
lack of access disaster, loss of | the basic needs
to banks and income become a
insurance challenge
companies due
to the location.
3 Small Scale Income depends | Natural disaster, | Not able to earn
farmers upon the actual | Climate related |and maintain the
yield, products risk, illness, Loss | livelihood
from the farm of property, Loss
and market price | of income, pest
fluctuation. infestation
4 Informal sector | Income oftenis | Lack of job No saving and
workers like dependent upon | security, no the livelihood
Street vendors, | daily wages or employment become hard
domestic daily business benefits, loss of
workers, which may not income, illness
construction be available and natural
related workers, |always disasters.
people working
on daily wages
5 Women, single Gender barriers | No employment, | Difficult to

iliness, natural
disasters, loss of
income

maintain the
livelihood of the
family
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3.  Microinsurance and its working mechanism

Microinsurance, unlike other conventional insurance, is particularly designed
for the vulnerable segment of population. Conventional Insurance is composed of
complex calculations of premium and actuarial assumptions. But in microinsurance,
the policy provisions are simplified, and the sum insured is very low in comparison
to conventional insurance. The microinsurance products should be designed in such
a way that it is easily understood by everyone, and the claim settlement process is
relatively prompt. The microinsurance product should be designed as per the needs
of the consumers and also by addressing the affordability and accessibility factors.
Unless and until the insurers prioritize costumer centricity in product design, the
microinsurance does not actually work.

Microinsurance center at Milliman has published a report (Cord, 2011) which
has clearly pointed out the key features of the microinsurance products through the
SUAVE checklists which states that the microinsurance product should be simple,
easy to understand, accessible to the target group, valuable for them and efficient
for insurers, policyholders and delivery channel.

So, microinsurance is a kind of insurance product which has low sum
insured, relatively low premium, simplified terminologies and the claim process
is hassle free and simple as well as prompt. The features of the product should
be easily understood by the people. There are no specific types of products for
microinsurance, but the most popular ones are health, term life, agriculture and
parametric insurance products like flood index-based insurance products, area yield
insurance products etc.

Availability and accessibility are the major problems that the beneficiary of
microinsurance is facing. First, there is a lack of products which address the need of
vulnerable people. Even if the product is there, those people will not be aware of it,
and if they are aware about it somehow, it is almost impossible to travel all the way
to the insurance company office to buy the insurance product.

There’s a popular saying in the insurance industry “Insurance is sold, not
bought.” This reflects the fact that insurance has always struggled to earn people’s
trust, not because insurers aren’t paying claims, but because the concept itself is
highly technical. Insurers must cover large sums for relatively small premiums, so
they need to be confident that the claims they receive are legitimate.

So, to make the microinsurance product not only attractive but also assessable,
the insurers should focus on product development and distribution should also be
considered. The distribution mechanism of microinsurance is very challenging due to the
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geographical location of the target population. For instance, the person may be willing
to buy the product but cannot come to the insurance company due to the cost and
other factors. Delivery mechanisms like mobile platforms, MFls, cooperatives, NGOs,
and digital wallets can be considered for effective distribution through partnership.

The success of microinsurance cannot depend only upon the efforts of insurers,
regulators, or governments. It requires strong collaboration and coordination among
all stakeholders including mobile network operators, community organizations,
and development agencies. By utilizing their networks and customer bases the
partnership with these organizations help in expanding outreach and ensuring that
microinsurance actually reaches the one who need it the most and actually change
the quality of their lives.

4. Collaboration and Partnership

Microinsurance is quite different from other businesses because of its nature
and target population. Microinsurance helps individuals not only to manage risk
but also to build resilience in the community. Local partners like MFIs, NGOs,
cooperatives, and mobile network operators help to build trust, reduce distribution
and administrative costs, and to ensure that products are suitable to the specific
needs of the target population. They also support in awareness creation and
help to facilitate smooth claims processing, strengthening the overall impact and
sustainability of microinsurance products.

In the context of Nepal, partnering with local governments can also help to
enhance the effectiveness and reach of microinsurance programs. Local governments
have more knowledge about their communities and the people. They are also aware
of the existing administrative structures, and they will be able to establish the trust
among the residents.

Collaboration with local government can be effective for identifying target
groups, promoting insurance awareness, and facilitating claim settlement. If the
local Government are convinced by the insurers, they can also help integrate
microinsurance into broader social protection schemes for example the insurance
policy can be tied up with health insurance schemes of the Government. Similarly,
local Government can use the insurance as an important tool for disaster response
efforts. So, collaboration ensures better coverage, increased insurance uptake, and
improved awareness among the target population of microinsurance.

5. How to Make It Profitable

Microinsurance is very important to bridge the insurance protection gap of
the vulnerable people and communities but profit-making is also important for the
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insurers including micro insurers to survive in the market and maintain solvency.
So, the insurers should also focus on profit since they should be able to thrive in a
competitive environment. So, insurers should formulate the business plan targeting
both scalability as well as profitability. The law of large numbers always prevails in
insurance including in microinsurance. So, Profitability depends on reaching many
policyholders to spread risk and reduce per policy administrative costs. Another
strategy could be partnership with Local Government, cooperatives, NGOs and
Mobile Network Operators.

To make microinsurance profitable, the insurers should not only focus on the
premium but paying claim in timely manner is also important. If the policyholders
are convinced that the insurance pays, there is more chance of renewal. Also, the
positive message also flows to other members which help with the scalability of the
product. So, in most of the jurisdiction where microinsurance is highly developed,
claim is not considered as expenses but it is considered as investment to gain the
credibility of the policyholders.

The microinsurance business always targets low-income people so one strategy
can be bundling the product. The bundling makes the product more attractive,
adding more benefits and offering a package which reduces administrative and
distribution-related costs. Sometimes bundling the insurance policy with other
services like ambulance services, providing a packet of seed while selling the
agricultural insurance can be more attractive for the costumers.

6. Challenges and Limitations

Microinsurance can be an important tool to address the need for low income
and vulnerable communities. It can also be a part of Government strategy for
disaster preparedness and post disaster recovery. But microinsurance cannot solve
all the problems and it always has lots of challenges. The challenge is not only for
the insurers but also for the regulator and Government.

6.1 Challenge for the Insurers: The most important challenge for the insurers is not
having suitable products with adequate pricing. The product should be simple and
there should be less exclusions, but the pricing should be done considering the
paying capacity of the target group. If the risk-based pricing is adopted, the product
becomes too expensive. So, managing the balance between the risk exposed and
premium is one of the challenges that the insurers are facing. Other than that,
they must compete with the conventional insurers for the product and services
and their agent network is not as huge as those of the conventional insurers.
Product development and actuarial costs are another issue. Besides product and
administrative costs, distribution and claim assessment is another challenge for
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them due to the location of risk in geographically challenging areas, especially in
case of Nepal.

Challenge for the Consumers: Buying microinsurance product is always a
challenge forthe consumers. The most common challenge is cost of insurance.
In the country like Nepal, the people are struggling for basic need and survival.
The premium for insurance can add a burden to their finances. Even the small
amount of money makes a huge difference for them. The trust issue adds
more challenge because of the doubt regarding the insurance payout. Another
challenge is distribution mechanism. If the distribution system involves the
community engagement, it becomes more effective. So, to solve this problem,
the insurers should consider partnering with co-operatives, women group and
other groups formed in the community.

Challenge for the Government: Microinsurance is in most of the cases
subsidy driven business and subsidy is provided by the Government. But
the budgetary constraint within the government hinders to allocate the
subsidy in microinsurance sector. The subsidy disbursement mechanism
can be challenge sometimes because if the subsidy if not distributed to the
insurers on time, it may affect their cash flow and they may not be able to
pay claim on time. In some cases, Government, including local and provincial
government may pay the premium for the insured people. But budgetary
constraint always prevails.

Challenge for the Regulators: Regulation and supervision of the
microinsurance business always pose challenge for the regulators. In one
hand, regulator should prioritize protecting the right of the policyholders
and on the other hand, the solvency of the insurers cannot be compromised.
So, supervision and monitoring the micro insurers business always becomes
challenging for the regulators. Sometimes proportionality principles should
be adopted for microinsurance in order to provide enabling environment
to thrive in the market and also to serve the low income and vulnerable
communities.

Recommendations and Suggestions
Microinsurance can be the important tool for risk management in the

country like Nepal where the frequency and severity of disasters is very high and
unpredictable. So, Nepal Insurance Authority should encourage the insurers to
develop the suitable products with adequate market research and need assessment.
Developing the product does not solve the problem because the cost of insurance
is always the problem. So, the following measures can be adopted to for developing
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the microinsurance product and ensuring the protection of the unserved and
vulnerable people.

7.1 Clear definition of low-income people: The low-income people cannot get the
desired benefit and insurance coverage unless and until there is clear definition
of low-income people or low-income family. So, the definition and identification
of low-income people is very necessary to bring them under microinsurance
coverage.

7.2 Research based product: Research based insurance products should be
developed as per the need and paying capacity of the people.

7.3 Subsidy: The provision of premium subsidy should be made in order to help
people to have the insurance coverage.

7.4 Cost: The premium and sum-insured should be formulated by considering the
target group and the paying capacity.

7.5 Product bundling: The product bundling is one of the best approaches to help
people buy the products with multiple benefit and the operation cost is also
decreased.

7.6 Distribution channel: The distribution of the product is very important for the
expanding microinsurance coverage. So, the distribution through local agents,
cooperatives, retail shops and mobile network operators can be example of
effective and efficient method of distribution of the product.

7.7 Awareness: Raising awareness is the most important for making people realize
the importance of insurance. So, awareness activities like interaction with the
local level, schools, colleges, farmers and TV and Radio programs are very
important.

8. Conclusion

Microinsurance plays an important role in building financial resilience among
low-income populations in developing countries like Nepal. By offering affordable,
accessible and simplified products and prompt claim settlement mechanism, it helps
protect vulnerable communities from the unfavorable consequences natural disaster
and climate related events. Such unexpected events can trap vulnerable populations
in a never-ending cycle of poverty and the one which becomes deeper in case of
frequency and severity of such events. Although microinsurance may not solve all
the challenges they face, it serves as a “friend in need” that helps them manage
the financial aftermath and help them recover sooner. By offering this support,
microinsurance provides a way toward greater resilience to the communities.

e AR < faae




frdwrs®, 20¢3 @) srae dian

NEPAL INSURANCE AUTHORITY

Although lots of challenges remain in product developing, subsidy allotment,
distribution and awareness, continued innovation, public-private partnerships, and
supportive Government policy and regulatory frameworks may act as a catalyst to
make microinsurance develop much faster and help serve more and more vulnerable
people. The insurance penetration of the country is also highly dependent upon the
scalability of the microinsurance policies. Microinsurance is not just the insurance
product but it can be a tool to protect the livelihood of the people who may be left
with nothing due to the events and which may bring irreversible change in their
life. Also, for the Government, it can be a powerful tool for social and economic
empowerment and a mechanism to uplift vulnerable populations and to insure
financial inclusion.

[e]e]e}
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Women, Financial Security and Insurance:
The Missing Conversation of “Herlnsure”

In Nepal, conversations around
women’s financial empowerment have gained
encouraging momentum over the past decade.
Policymakers, development institutions, and
private sector actors increasingly highlight
women’s participation in entrepreneurship,
improved access to credit, growing adoption of
digital payments, and stronger savings behavior.
Across urban centers and emerging semi-urban
markets, women are opening businesses,
managing finances, and contributing in visible
and meaningful ways to household and national
economies. These gains are significant. They
reflect a broader shift in how women’s economic
roles are perceived not as supplementary, but as
central to growth and resilience.

Sunil Ballav Pant

CEO, NLG Insurance Co. Ltd.

Yet, beneath this progress lies a critical
blind spot-one that rarely enters mainstream
discussion: risk protection. Financial
empowerment is often framed through the
lens of earning, saving, and investing. But these
pillars, while essential, are incomplete on their
own. True financial security depends not only on
the ability to build assets, but also on the ability
to protect them. Without safeguards against
unexpected shocks, financial progress remains
exposed vulnerable to disruption at any moment.
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For many women in Nepal, particularly those running small businesses or managing
household assets, this vulnerability is not abstract it is part of everyday reality. A small
grocery shop stocked through careful savings. A tailoring business built over years of skill
and persistence. A home-based enterprise producing goods for local markets. These are
not just income-generating activities; they are the backbone of financial independence
for many families. Yet most of these ventures operate without any form of insurance
protection.

When an unexpected event occurs a fire, theft, flood, or even a temporary closure
dueto externalfactors the consequences can be immediate and severe. Withoutinsurance,
recovery depends largely on personal savings or informal borrowing. In many cases, these
coping mechanisms are insufficient, forcing households into financial distress.

Whatis lostin such moments is not only income, but momentum. Years of effort can
be undone in days. Plans for expansion are postponed indefinitely. Children’s education
may be disrupted. Healthcare decisions may be delayed. The ripple effects extend far
beyond the initial loss. Despite steady improvements in financial inclusion, insurance
penetration in Nepal remains relatively low, at around 3-4% of GDP. This suggests that
a substantial portion of assets and livelihoods across the country remain unprotected.
Within this already limited coverage, women are disproportionately underserved.

This imbalance becomes more pronounced when viewed alongside the rise of
women-led enterprises. Women now own a significant share of micro, small, and medium-
sized enterprises (MSMEs) in Nepal. In sectors such as retail, agriculture, services, and
home-based production, their presence is both visible and growing. In many communities,
women entrepreneurs are not only contributing to household income they are driving
local economic activity.

However, their exposure to risk has not been matched by access to protection.
This disconnect highlights a deeper issue: financial inclusion efforts have largely focused
on access to capital, but not enough on safeguarding that capital once it is deployed.
Understanding why insurance adoption remains low among women requires looking
beyond surface-level explanations.

Awareness is certainly one factor. Insurance is still widely perceived as complex
and difficult to understand. Policy documents often contain technical language that is not
easily accessible to first-time users. The concept of paying for a benefit that may or may
not be used can feel counterintuitive, especially in contexts where financial resources are
limited and immediate needs take priority.

But awareness alone does not explain the full picture. Behavioral factors also
play a role. Financial decisions are shaped not only by information, but by perception,
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experience, and trust. If insurance is not seen as relevant to one’s immediate reality, it is
unlikely to be prioritized. If there are doubts about whether claims will be settled fairly,
hesitation becomes a rational response.

For many women, financial decision-making is also influenced by household
dynamics. Even when women generate income, decisions about spending particularly
on products perceived as non-essential may involve negotiation or constraint. In such
contexts, insurance can be deprioritized in favor of more immediate expenditures.

Design gaps further compound the problem. Insurance products are often
standardized, with limited flexibility to accommodate the needs of small-scale
entrepreneurs. Premium structures may not align with irregular income flows. Coverage
may not reflect the specific risks faced by micro-enterprises. Claims processes may be
perceived as time-consuming or opaque.

For a woman managing a small business, time is a scarce resource. Engaging with a
complex product that requires extensive documentation or follow-up can feel impractical.
Simplicity, therefore, is not just a convenience it is a necessity.

Trust remains one of the most critical barriers. Insurance operates on a promise
of future support. But for that promise to hold value, it must be credible. Perceptions of
delayed or disputed claims, even if not widespread, can significantly influence behavior.
In close-knit communities, experiences both positive and negative are quickly shared,
shaping collective attitudes.

Interestingly, Nepal presents a unique contrast. Women make up more than half
of the insurance agent workforce. They are actively engaged in promoting products,
educating customers, and expanding outreach. Yet, as policyholders, their participation
remains limited. This suggests that proximity to the product does not automatically
translate into adoption. It points to structural issues in how insurance is positioned and
delivered. At the same time, there are reasons for optimism.

Nepal has demonstrated that financial behaviors can shift rapidly when
services are designed to be accessible and intuitive. The rise of digital financial
platforms has transformed how people interact with money. Transactions that once
required physical presence and paperwork can now be completed instantly through
mobile devices.

Women have been key beneficiaries of this transformation. Digital tools have
reduced barriers related to mobility, time, and access. They have enabled greater financial
autonomy and convenience. Insurance has the potential to build on this foundation.
Digital distribution channels can simplify onboarding, reduce paperwork, and enable
micro-payments. Claims processes can be streamlined through technology, improving
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speed and transparency. Products can be tailored and delivered in ways that align with
users’ daily realities.

However, technology is only part of the solution. True inclusion requires intentional
design.

Insurance products must be built with a clear understanding of women’s needs—
not as a niche segment, but as a core customer base. This includes designing for
affordability, flexibility, and relevance. It means offering coverage that reflects the risks
faced by small businesses, simplifying policy language, and ensuring that benefits are
clearly communicated.

Equally important is the role of education. Financial literacy efforts must move
beyond basic awareness to practical understanding. Women need to see how insurance
fits into their financial lives not as an abstract concept, but as a tangible tool for protection.
Real-life examples, community engagement, and peer learning can be powerful in building
this understanding.

There is also an opportunity to rethink distribution models. Community-based
organizations, cooperatives, and women’s groups can play a vital role in expanding access.
These networks already have established trust and reach. Integrating insurance into
existing structures can make it more approachable and relevant.

Linkages with other financial services can further strengthen adoption. Insurance
can be bundled with loans, savings products, or business development programs. For
example, a small business loan could include basic asset protection coverage. Savings
groups could incorporate micro-insurance options. Such integrations can normalize
insurance as part of financial planning.

Globally, there is increasing recognition that insurance is a key enabler of inclusive
growth. It not only protects individuals and businesses, but also contributes to economic
stability. When risks are managed effectively, investments become more secure, and
growth becomes more sustainable.

For Nepal, this is particularly relevant. The country is highly exposed to natural
disasters, including floods, landslides, and earthquakes. These risks disproportionately
affect those with limited financial buffers many of whom are women. Strengthening
access to insurance, therefore, is not just an economic priority, but a resilience imperative.

When women are financially protected, the benefits extend beyond individual
households.

Businesses recover more quickly. Communities regain stability faster. Local
economies remain active even after disruptions. Over time, this contributes to a more
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resilient national economy. Despite this, the integration of a gender perspective into
insurance policy and practice remains limited.

There is an opportunity for regulators, industry bodies, and development
partners to work together in advancing this agenda. This includes promoting
inclusive product standards, encouraging innovation, strengthening consumer
protection, and supporting data collection to better understand gender gaps.
However, meaningful change will also depend on leadership within the insurance
industry itself.

Insurers must move beyond traditional approaches and embrace a more customer-
centric mindset. This involves investing in research, engaging directly with women
customers, and continuously refining products and processes based on feedback. Training
and empowering agents especially women agents can also make a significant difference.
With the right tools and support, they can become not just distributors, but trusted
advisors.

Ultimately, the narrative around insurance needs to evolve. Insurance should not be
seen as an optional add-on or a complex financial instrument. It should be recognized as
a fundamental component of financial well-being. Protection is what allows progress to
endure. The reality is clear: women in Nepal are playing an increasingly important role in
shaping the country’s economic future. Their contributions are driving growth, supporting
families, and strengthening communities.

But without adequate risk protection, this progress remains exposed. The question
is no longer whether insurance is needed. The need is evident and growing. The more
pressing questionis whether the system is ready to meet that need in a way thatisinclusive,
accessible, and trustworthy. Addressing this gap is not only a business opportunity it is a
shared responsibility.

It requires coordinated action across sectors, sustained commitment, and a
willingness to rethink established approaches. Most importantly, it requires placing
women not at the margins but at the center of the insurance conversation. Because
financial empowerment is not just about building wealth. It is about ensuring that what
is built can endure. And until risk protection becomes an integral part of that journey, the
promise of empowerment will remain incomplete.

Because true financial empowerment is not just about building wealth. - it is
about protecting it.
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Philosophy of Social Insurance and Its
Relevance: Ensuring Sustained Social Security
and Justice

Background

The term "social insurance" has positive
implications. The term “social” carries moral
goodness, and  “insurance” indicates that
people receive protection against financial
difficulties or hazards. Social insurance has a
welfare-oriented philosophy that safeguards
individuals and families against social risks and
economic uncertainty. It ensures social justice
and maintains economic stability through a
K2 . shared responsibility. The principles of social
Bharat Ram Dhungana (PhD) insurance are to develop equitable treatment,
community support, and togetherness for the
welfare of society, whereas private insurance
systems operate on business objectives and
personal agreements. Social insurance provides
people with protection against multiple life-
cycle risks, including old age, sickness, disability,
unemployment, and other socio-economic
shocks. The philosophical approach of social
insurance is to maintain the social security law.
It empowers society by expanding economic
access and advancing sustainable development
goals, promoting social cohesion and inclusivity,
and reducing inequality and poverty nationwide.
Social insurance is used to safeguard from
catastrophic losses such as high out-of-pocket
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medical expenditure, long-term loss of income during unemployment and the effects of
permanent disability.

The philosophy of social insurance is grounded in three core principles: solidarity,
social justice, and collective responsibility. It holds that all participants of society share
the hazards posed by illness, unemployment, disability, and old age. Social insurance
identifies risks that affect all members of society and addresses them collectively through
social insurance programmes, rather than treating them as individual responsibilities to
be handled alone. The programme succeeds in promoting fairness through its resource
distribution system. All high-risk individuals receive benefits from social insurance as
it enables addressing basic needs. The philosophical foundation of social insurance is
motivated by welfare state principles. The role of state and its institutions is to perform
as advocates of citizens' social welfare and promote social equity.

Social insurance programmeme arise with the issues related to social and economic
hazards. It targets to protect vulnerable people exposed to various shocks including
illness, accidents, unemployment, and old age. Social insurance ensures income security
and access to essential services for reducing poverty traps. It promotes social justice and
redistributes resources to create a safety net. Social security fund and health insurance
programmes are well-established social justice tools in the context of developing nations
like Nepal. However, its coverage, access and quality still need improvement. Social
insurance is an inclusive and social protection tool for vulnerable groups in low- and
middle-income countries.

Evolution of Social Insurance

The antecedents of social insurance are local social networks, informal working
relationships, religious organizations and their extended family. As human civilization
developed, government established institution based welfare programmes, known as
social insurance. The Second World War created security needs among war-affected
nations. People obtained protection against the war and the socio-economic risks that
threatened their livelihoods and families. The Bismarckian model of social insurance was
established by Germany through its first compulsory workers' insurance programmes in
the late 19th century. It created the foundation for modern social insurance systems. It
provided protection against workplace dangers while maintaining societal stability for
industrial workers. This model required workers to make contributions through their job
positions. William Beveridge developed the Beveridgean model in the mid-20th century
to create a comprehensive social security system, financed by taxes, to eliminate poverty
and provide essential support to all people.

The Bismarck and Beveridge welfare state models demonstrate their distinct
approaches through their different funding methods, which produce different sets of
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benefits for their respective beneficiaries. The Bismarck model restricts benefits to
employees with insurance coverage, whereas the Beveridge model provides benefits to
all people in the country. The Bismarck model is based on earnings-related contributions,
whereas the Beveridge model is funded by the state budget, which includes tax revenues.
The global pandemic and other major historical events led most countries to implement
hybrid systems that combined contributory and non-contributory components to provide
healthcare, unemployment benefits, pensions, and social assistance programmes.

The organized social protection systems began in the early 21st century. The
government began social support programmes providing old-age benefits and welfare
for specific groups. The Social Security Fund (SSF) established a significant milestone
and was the first structured social insurance system in Nepal. National health insurance
programmes were created to extend risk coverage beyond basic income protection. The
social insurance is still in its developmental phase and faces obstacles such as coverage,
financial resources, and policy. However, the government intends to create a strong social
protection mechanism for comprehensive coverage. It is necessary to establish a unified
social security method that may integrate social insurance standards.

Philosophical Foundations of Social Insurance

Social security, justice, inequality, and solidarity are the philosophical grounds of
social insurance. Its aim is to protect against socio-economic risks and promote social
justice. The following key principles can highlight the philosophical foundations of social
insurance.

° Principle of Solidarity: Social insurance shares socio-economic risks and is guided
by principle of solidarity to support one another. People must contribute as per
their capacity to sustain social security. It ensures benefits that match their actual
needs and confirms justice for members in the community. The solidarity principle
protects financially against vulnerabilities arising from health issues, job loss,
disabilities, and aging. It is particularly important in developing nations because
people face extreme poverty, income instability, and inadequate financial safety
nets. The decline of conventional family and community support mechanisms,
driven by urbanization and migration, necessitates institutional solidarity. Social
insurance programmes are linked to institutionalized solidarity to reduce inequality,
prevent people from poverty traps, and advance social stability. Solidarity is a
fundamental element of social protection in advancing social development and
protecting vulnerable groups.

° Principle of Social Justice: The social insurance is rooted in social justice philosophy
to ensure rational treatment and equal access, thereby protecting all citizens. This
principle originates from normative theories such as distributive justice and aims
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to reduce social disparities. Philosophers, particularly John Rawls, developed the
theory of social justice. According to Rawls' theory of justice, social institutions
should be designed to benefit the least disadvantaged members of society. It
provides safeguards against various life-cycle hazards, including medical conditions,
job loss, disability, and senior-citizen status. The principle is particularly significant
in developing nations due to constant economic inequities and geographical
disparities. Social justice policies support marginalized communities and prevent
extreme poverty, thereby promoting social cohesion and inclusive development.

° Principle of Equity: Fair sharing of contributions and the distribution of benefits
can safeguard individuals as per their socio-economic condition. Equity may be in
the form of horizontal and vertical. Horizontal equity handles people in the same
situation equally, and vertical equity connects people with greater financial capacity
to pay more. This equity principle supports vulnerable groups and receives greater
benefits. Social insurance is guided by subsidized funding, specific benefits, and
complete protection for all participants. The principle of equity links social insurance
in achieving fair treatment for all people.

° Principle of Risk Pooling: Social insurance is guided by principle of risk pooling
and provides benefits to social groups that share risks with their members. The
organization utilizes all its resources to assist people who experience adverse
events. It includes sickness, work incapacity, job loss and retirement. This principle
facilitates organizations to transform individual-level risk to group-level risk. Social
insurance builds risk pooling mechanisms and decreases uncertainty. It develops
community resilience to protect people from financial crashes and supports in
maintaining social stability.

° Principle of State Responsibility: The role and responsibility of the state serve to
expand and develop social insurance. The sustainable funding mechanism of the
state protects and safeguards vulnerable groups and people from economic, social
and security threats. The role of government is to provide at least basic level of
social security. The state should protect human dignity, reduce social inequality and
advance public welfare. The state may serve as a regulator, financier and service
provider. The role of the state is crucial to sustain social insurance programmes at
affordable prices. Social security funds create financial security for marginalized
and vulnerable groups. The state may establish social protection programmes and
protect citizens from socio-economic risks.

Nexus between Social Insurance and Social Security

Social security creates a wider base and protects individuals from economic and
social distress. Social insurance safeguards vulnerable people against economic shocks
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and social hazards. It protects employees with work-related benefits during unexpected
conditions. It includes health issues, job termination, disability and retirement. The
rights based support and risk sharing mechanisms are common tools of social insurance.
Developing countries may expand social insurance programmes and social security to
all citizens. Social insurance and social security build a sense of protection in the nation.

Social insurance programmes provide benefits that help people connect with
society while they establish financial stability. The programme provides social security
benefits to vulnerable groups, achieves social inclusion and reduces existing social
inequality. The system creates economic stability and safeguards people from risk of
being disabled and losing their jobs. Social insurance programmes allow economies
to maintain stability during severe economic crises and emergencies. It helps in
building resilience and creating pathways for sustainable economic advancement.
Adequate government support is essential for better coverage and benefits to
vulnerable groups.

Policy Road Maps for Expanding Social Insurance

The Nepalese social insurance system needs multiple policy reforms to achieve
its objectives. The social insurance system in Nepal requires a clear policy roadmap to
expand coverage and strengthen institutions. The following are the key policy roadmaps
for expanding social insurance in developing countries such as Nepal.

° Expanding Social Coverage: Expanding social insurance coverage is essential
to promote social insurance programmes. The programme enables additional
individuals to access social insurance benefits through financial security and social
inclusion. Social insurance programmes provide broader benefits to vulnerable
people. It provides income security measures and healthcare access, thereby
preventing households from poverty during financial emergencies. Social insurance
requires flexible contribution methods together with targeted incentives and digital
and financial inclusion programmes.

° Strengthening Social Insurance Institutions: Social insurance programmes require
institutional development to obtain their operational capacity. Good governance
and transparent institutions can build public trust and manage effective social
programmes. Strong institutions facilitate organizations to manage operations
better while collecting mandatory payments and delivering benefits to their
employees. The establishment of reliable monitoring requires completion to create
public confidence. Better governance practices improve transparency, confidence,
and sustainability. The government may create a unified social protection technique
using contributory and non-contributory programmes.
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° Promoting Social Insurance Literacy: The educational programmes promote social
insurance awareness, create trust between people and establish social insurance
systems. The majority of people in developing countries may not be familiar with
social insurance benefits, procedures, and long-term benefits. Social insurance
awareness, financial literacy programmes and outreach efforts can increase social
insurance value. The awareness programme is essential to continue for social
insurance literacy. Social insurance initiatives help to increase social insurance
literacy and risk management.

° Leveraging FinTech: The social insurance can be expanded through technological
advancements such as fintech. It enables easy service access, increases
operational efficiency and service delivery transparency. People can register and
make contributions through digital platforms using mobile devices. The system
needs this feature to provide services to remote areas and locations. Technology
enables efficient operational tracking, resource management and precise target
identification. Mobile banking, digital identification systems and online portals
establish trust when proper monitoring and regulation.

° Ensuring Financial Sustainability: The financial sustainability of the social insurance
depends on operational efficiency and inclusion. Maintaining resources, building
public trust and enabling continuous coverage can ensure financial sustainability
of social programme. To sustain the social insurance programmes, sustainable
funding management using contribution system is required to balance between
all benefits and operational costs. The social insurance schemes need financial
sustainability to deliver consistent benefits during times of economic decline and
resource scarcity.

Conclusion and suggestions

Today, social security has become an essential elements that provide social equity
and justice. Social insurance philosophy is guided by the core values of solidarity, justice,
equity and shared social responsibility. It safeguards all members against unforeseen
events while granting each individual the right to live with dignity. Social insurance
facilitates to acheive inclusive development, economic equality and social cohesion. It
protects people against multiple life-cycle risks, including old age, sickness, disability,
unemployment, and other socio-economic shocks. The philosophical approach of social
insurance is to maintain the social security law. The social insurance is supported by
solidarity, social justice and collective responsibility. It ensures social justice and maintains
economic stability through a shared responsibility. The principles of social insurance are
to develop equitable treatment, community support, and togetherness for the welfare
of society.
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Social insurance is projected to protect from catastrophic losses. It safeguards
the people from risks such as high out-of-pocket medical expenditure, loss of income
during unemployment and the impacts of permanent disability. The social protection
is for social justice, risk pooling and solidarity. It requires new contribution models that
extend social insurance coverage to wider community. Increased state funding for at-risk
groups and digital technology adoption lead to sustained social insurance benefits for
vulnerable people. Social insurance empowers society and expands economic access.
It facilitates advancing sustainable development goals, promoting social cohesion and
inclusivity, and reducing inequality. Sustained social insurance expansion requires three
main policy roadmaps - increasing contribution capacity, boosting state support for at-
risk groups and expanding governance. Social insurance can be established as a tool of
social security and justice, reducing inequality and promoting solidarity in developing
countries like Nepal.
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Oil is Not Well: The 2026 Conflict and the
Fragility of Global Energy

Introduction: The Day the Engines Stopped

The year 2026 has become an important
part of economic history, not as atime of recovery
after the pandemic or major technological
success, but as the point when global trade
and cooperation suddenly came to a sharp and
dramatic stop. The cause was not a new disease
or a complex financial issue, but a sudden and
highly destructive military conflict between the
United States, its regional allies, and the Islamic
Republic of Iran. As airstrikes targeted military
sites in late February, the political and economic
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Shudarshan Khanal effects quickly focused on one crucial route of

Deputy Director (CA), the global economy: the Strait of Hormuz.

Nepal Insurance Authority The title "Oil is Not Well" clearly shows

the serious situation facing policymakers from
Washington to Beijing. Energy markets, which
had felt safe for a long time because of increased
domestic scale production and the early growth
of green energy, have now been suddenly shaken
and reminded that they still depend heavily
on oil from the Middle East. With the Strait of
Hormuz badly disrupted, it has almost turned
into a dangerous and highly contested sea area
because of uneven forms of warfare—the world
has been forced to realize just how weak and
vulnerable its supply chains really are.
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This crisis is not just a small regional conflict; it is a shock that affects the entire
global system. The Strait carries nearly 20% of the world’s oil supply and acts as a vital
route for about 80% of Asia’s energy needs. Its closure has created the most unstable
energy market conditions since the 1973 oil embargo, leading to a chain reaction of very
high inflation, broken supply chains, and major changes in global power. This detailed
analysis explains how the 2026 conflict began, the weaknesses of key global shipping
routes, the strong similarities with past crises, and the serious economic effects that are
likely to impact the world for many years.

Part I: The Genesis of the 2026 War and the Strategic Blockade
1. The Road to Escalation

The conflict that began in late February 2026 was the result of many years of
rising tensions, failed diplomatic efforts, and hidden cyberattacks. Just before the
fighting started, new nucleartalksin Vienna completely broke down, while intelligence
reports showed that Iran was quickly increasing its uranium enrichment at heavily
protected sites like Fordow. After a series of unclear attacks on commercial ships in
the Gulf of Oman and serious cyberattacks on important systems in allied countries,
the United States, supported by regional intelligence, launched a preemptive military
operation.

On February 28, 2026, "Operation Desert Vanguard" commenced. The strikes were
highly targeted, aiming to neutralize key anti-access/area denial (A2/AD) capabilities,
drone manufacturing hubs, and command-and-control centers along the Iranian coastline.

2. The Asymmetric Retaliation

Tehran responded immediately with an uneven strategy aimed entirely at causing
the greatest possible economic damage. Understanding that it could not effectively fight
the U.S. Navy in a direct and traditional naval battle, Iran used a long-prepared plan that
took advantage of its geographic position. Within 48 hours of the first airstrikes, Iran’s
Islamic Revolutionary Guard Corps Navy (IRGCN) began a full blockade of the Strait of
Hormuz.

This blockade was not achieved through traditional capital ships, but through a
lethal combination of:

o Smart Naval Mines: Thousands of acoustic and magnetic influence mines
were deployed in the narrow shipping lanes.

J Fast Attack Craft (FAC): Swarms of highly maneuverable speedboats equipped
with anti-ship missiles and torpedoes actively harassed and threatened

commercial vessels.
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o Coastal Defense Cruise Missiles (CDCMs): Mobile batteries of Noor and
Qader anti-ship missiles were dispersed along the rugged Zagros mountain
coastline, creating a deadly "kill box" for any unescorted tanker.

3.  The Fragile April Ceasefire

By April 8, 2026, extensive behind-the-scenes diplomacy led by Oman and Pakistan
resulted in a temporary 14-day ceasefire. However, the economic situation remained very
serious. Even though the fighting stopped, the blockade was still mostly in place. The danger
of sudden renewed conflict, along with the presence of unmapped naval mines, kept shipping
insurance costs (war risk premiums) extremely high. As a result, shipping companies refused
to send expensive Ultra Large Crude Carriers (ULCCs) into such a dangerous and uncertain
area. The ceasefire brought a pause in violence, but it did not restore the flow of oil.

Part Il: The Anatomy of Global Energy Chokepoints

To fully understand why the 2026 war has severely damaged the global economy,
itisimportanttolook at the physical geography of international oil trade. The movement
of crude oil by sea depends on geographical “chokepoints”—narrow passages along
major shipping routes. If any of these points are disrupted, ships are forced to take
much longer alternative routes, which uses up valuable shipping capacity and greatly
increases costs.

1. The Strait of Hormuz: The Unavoidable Artery

The Strait of Hormuz is the undisputed king of global chokepoints. Located between
Oman and Iran, it connects the Persian Gulf to the Gulf of Oman and the Arabian Sea.

° The Geography: At its narrowest point, the Strait is 21 miles wide. However,
the depth and topography dictate that the actual shipping lanes are incredibly
constricted. Vessels must navigate a two-mile-wide inbound lane and a two-
mile-wide outbound lane, separated by a two-mile-wide buffer zone.

o The Volume: Prior to the 2026 conflict, roughly 20 to 21 million barrels per
day (mb/d) passed through this chokepoint. This accounts for roughly 30% of
all seaborne-traded crude oil and other liquids globally.

o The LNG Factor: Crucially, Hormuz is not just about oil. It is the sole exit route
for Qatar's massive Liquefied Natural Gas (LNG) exports. Roughly 20% of
global LNG passes through the Strait, making its closure a dual-threat to both
transportation fuels and electrical grid stability.

o The Asian Dependency: The 2026 crisis has disproportionately targeted the
East. An estimated 80% of the crude moving through Hormuz is destined for
Asian markets—specifically China, India, Japan, South Korea, and Singapore.
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The closure of Hormuz represents an existential threat to the industrial
capacity of the Asia-Pacific region.

2.  The Strait of Malacca: The Secondary Bottleneck

Located between the Indonesian island of Sumatra, the Malaysian peninsula, and
Singapore, the Strait of Malacca is the primary shipping lane connecting the Indian Ocean
to the Pacific Ocean.

The Spillover Effect: While the 2026 war is physically located in the Middle
East, its effects immediately spilled over to Malacca. As Asian nations
scrambled to secure alternative oil supplies from West Africa, South America,
and the United States, traffic through Malacca spiked to unsustainable levels.

Vulnerability: The Strait of Malacca is roughly 500 miles long but narrows
to just 1.7 miles at the Phillips Channel in the Singapore Strait. This massive
influx of rerouted vessels has caused unprecedented congestion, resulting in
collisions, massive delays, and a sharp spike in piracy as desperate, stationary
tankers become easy targets.

3. Bab el-Mandeb and the Suez Canal

The Bab el-Mandeb strait is the southern gate to the Red Sea, located between
Yemen on the Arabian Peninsula and Djibouti and Eritrea in the Horn of Africa. The
Suez Canal serves as the northern gate, connecting the Red Sea to the Mediterranean.

The Proxy War Expansion: The 2026 conflict rapidly engaged regional proxy
forces. As a show of solidarity with Tehran, heavily armed factions in Yemen
escalated attacks on the Bab el-Mandeb strait.

The Rerouting Crisis: The combined threat forced almost all Western and
allied commercial shipping to abandon the Red Sea route entirely. Instead
of passing through the Suez Canal, vessels destined for Europe and the
Americas were forced to divert around the Cape of Good Hope in South
Africa.

The Cost of Detour: This massive detour adds approximately 3,500 nautical
miles to the journey. It extends transit times by 12 to 15 days, consumes
massively more bunker fuel, and effectively removes available shipping
tonnage from the global fleet by keeping vessels at sea longer.

4. The Bosporus and the Panama Canal

Although these were less important for Middle Eastern oil, the highly connected
nature of global shipping meant that these secondary chokepoints also came under
pressure. Drought conditions in recent years had already limited how deep ships could
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pass through the Panama Canal, and when combined with the 2026 crisis, it made
transporting alternative energy supplies from the US Gulf Coast to Asia extremely slow
and incredibly expensive.

Part lll:: The lllusion of Alternatives and the Mechanics of Mitigation

At the start of the 2026 crisis, many people believed that modern systems like
pipelines and strategic reserves could easily make up for the loss of oil caused by the
maritime blockade. However, the realities of global logistics quickly proved this assumption
wrong.

1. The Bypass Pipelines: A Drop in the Ocean

Some countries in the region anticipated the risks around the Strait of Hormuz and
spent billions building pipelines to bypass it. However, these alternatives still cannot carry
enough oil to make up for the loss of the Strait.

o The East-West Pipeline (Saudi Arabia): Also called Petroline, this major
pipeline transports crude oil from Saudi Arabia’s eastern oil fields, such as
Ghawar, to the Red Sea port of Yanbu, completely avoiding the Strait of
Hormuz. Its maximum capacity is about 7 million barrels per day.

o The Abu Dhabi Crude Oil Pipeline (UAE): Also known as the Habshan—Fujairah
pipeline, this route transports crude oil from inland fields in Abu Dhabi to the
port of Fujairah on the Gulf of Oman, just outside the Strait. It can carry about
1.5 million barrels per day.

o The Mathematical Reality: Even if all the bypass pipelines in the region run at
full capacity—about 8.5 million barrels per day—there would still be a huge
shortfall, with around 11.5 to 12.5 million barrels per day stuck inside the
Persian Gulf. On top of that, rising tensions in the Red Sea, especially around
Bab el-Mandeb, have made it much harder for Saudi Arabia to export oil from
its Yanbu terminal.

2.  The Depletion of Strategic Petroleum Reserves (SPR)

After oil prices surged in March 2026, the International Energy Agency (IEA)
organized the largest-ever release of emergency oil reserves. Countries like the United
States, Japan, South Korea, and several European nations added hundreds of millions of
barrels to the market to help stabilize supply.

° The Band-Aid Effect: Although this helped reduce panic buying at first, strategic
petroleum reserves are meant for short-term disruptions, such as hurricanes
affecting refineries, not long-lasting shortages. They cannot replace a major
supply gap of more than 12 million barrels per day for months. By late April
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2026, many Western countries had already used up much of their reserves,
leaving them with very limited ability to respond further and raising serious
national security concerns.

Part IV: The Macroeconomic Tsunami - A World in Stagflation

The economic impact of the 2026 war goes far beyond higher fuel prices. Energy
is a key resource that powers almost every part of the global economy. Because of the
disruption in the Strait of Hormuz, the world has been pushed into a large, coordinated
economic slowdown.

1. The Price Shock and the War Premium

Within 72 hours of the blockade beginning, Brent crude futures—the global oil
price benchmark—jumped to record levels. Prices rose above $140 per barrel and at
times briefly reached $160 during trading. Much of this increase was driven by a “war risk
premium,” which is an extra cost added by traders because of uncertainty about future
oil supplies.

2.  The Asian Energy Crisis and Supply Chain Collapse

Because 80% of the oil flowing through Hormuz is bound for Asia, the continent has
borne the brunt of the crisis.

J India: Because India imports more than 85% of its crude oil, it quickly faced
a serious balance of payments crisis. To manage the situation and prevent
widespread unrest, the government introduced strict fuel rationing, rolling
power cuts, and increased subsidies for public transport.

J China: The “Factory of the World” experienced a sharp drop in industrial
production. Energy-heavy industries like steel, cement, plastics, and fertilizers
quickly became too expensive to operate. As a result, supply chains broke
down, and shortages of consumer goods, electronics, and medical supplies
spread around the world.

J Japan and South Korea: Both countries depend heavily on LNG for electricity,
so the loss of gas shipments from Qatar caused serious instability in their
power grids. To cope, they had to quickly restart old coal and nuclear plants,
putting short-term climate targets aside in order to keep the electricity supply
running.

3.  Hyperinflation and the Death of Discretionary Spending
The sharp rise in crude oil prices quickly led to much higher costs for diesel, jet fuel,

and ship fuel as well.
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o Imported Inflation: The cost of shipping goods increased five times. This
triggered a chain reaction of “imported inflation,” where prices for food,
clothing, and other essential items rose worldwide, no matter where they
were produced.

o Demand Destruction: As people spent most of their money on essential
energy and much higher food prices, they had little left for non-essential
purchases. As a result, spending on things like shopping, travel, hotels, and
entertainment dropped sharply, leading to many businesses in these sectors
going bankrupt.

4. The Central Bank Dilemma: The Stagflation Trap

Global central banks, especially the Federal Reserve and the European Central Bank,
were placed in a very difficult situation with no easy solutions.

o Inflation vs. Recession: Normally, central banks raise interest rates to control
inflation. But the inflation in 2026 is caused by supply shortages, not excess
demand. Higher interest rates cannot solve problems like blocked shipping
routes in the Strait of Hormuz. At the same time, raising rates during an already
shrinking economy risks making a bad recession even worse, possibly turning
it into a global depression. This mix of weak growth and high inflation—known
as stagflation—has become the main feature of the late 2020s economy.

Part V: Environmental and Humanitarian Catastrophes

Beyond financial systems and military plans, the 2026 conflict has also caused
severe harm to the environment and to civilian populations.
1. Ecological Disaster in the Gulf

The use of naval mines and anti-ship missiles has led to several major maritime
accidents. In mid-March, a Panamanian-flagged Very Large Crude Carrier (VLCC) was
badly damaged by a sea mine. The ship spilled an estimated 2.2 million barrels of heavy
crude oil into the Persian Gulf.

o The Cleanup Impossibility: Because the Gulf is an active conflict zone,
international cleanup teams are unable to respond. As a result, the spill has
severely damaged marine life, destroyed important fisheries, and left the
coastlines of several neutral Gulf states covered in toxic oil residue.

2. The Water Crisis

Countries in the Persian Gulf are very dry and depend heavily on large coastal
desalination plants to produce fresh water.
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J Desalination Shutdowns: Large oil slicks drifting across the Gulf have forced
several major desalination plants in the UAE, Qatar, and Kuwait to shut their
intake systems to avoid permanently damaging their filtration equipment.
This has created a serious and fast-developing water crisis, affecting millions
of people in the region.

3. The Global Food Security Threat

Modern agriculture largely depends on fossil fuels to produce food. Natural gas is
used to make nitrogen-based fertilizers, while diesel powers farm machinery like tractors
and harvesters, as well as the shipping systems that move grain around the world.

o The Fertilizer Shock: The 2026 crisis caused fertilizer prices to rise sharply. As
aresult, global crop production for the 2026-2027 season is expected to drop
significantly. The United Nations World Food Programme has warned that the
energy shock could turn into a global food crisis, especially affecting countries
in Sub-Saharan Africa and the Middle East that rely heavily on imports, by
early 2027.

Conclusion: A World Forever Changed

The phrase “Oil is Not Well” has become a symbol of the end of an era of political
complacency. The 2026 U.S.—Iran war has exposed a harsh reality: despite living in a highly
advanced, connected, digital world, the global economy still depends heavily on oil moving
through a narrow 21-mile-wide shipping route.

The April 2026 ceasefire stopped the immediate fighting, but it only paused a much
deeper global crisis. The world has realized that the Strait of Hormuz is more than just a
shipping route, it is essential to the global economy. Until long-standing conflicts in the
Middle East are resolved, or countries achieve true local energy independence through
new technologies, the effects of the 2026 crisis will continue to impact the world economy
for years. The era of cheap, reliable, and unnoticed energy is over, and energy security has
become a central part of national survival.

Appendices - Synthesized Financial and Institutional Analyses

The following sections summarize emergency reports from major global institutions
after the 2026 crisis, showing the full extent of the economic damage.

Appendix A: World Bank Group - Global Economic Prospects (Emergency Update,
April 2026)

Subject: The Hormuz Shock and the Reversal of Poverty Alleviation

"Priorto the February 2026 conflict, our baseline models projected a stabilizing global
economy with moderate inflation and a gradual decline in energy prices due to increased
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non-OPEC production. The closure of the Strait of Hormuz has entirely invalidated these
models.

We are now forecasting a global GDP contraction of 2.8% for the calendar year
2026. The most alarming data point is the impact on emerging markets and developing
economies (EMDEs). The compounding effects of energy-driven hyperinflation, currency
devaluation against the safe-haven US Dollar, and catastrophic spikes in agricultural input
costs lead us to project that an additional 45 million people will be pushed into extreme
poverty by Q4 2026. The correlation between the free flow of maritime commerce and
global human development has never been more starkly illuminated."

Source: World Bank Commodity Markets Outlook & Macroeconomic Assessment
Unit (Revised Internal Briefing: April 12, 2026).

Appendix B: International Energy Agency (IEA) - Special Task Force on Supply
Security

Subject: The Physical Limits of Mitigation and the LNG Crisis

"The IEA's coordinated release of 220 million barrels from member-state Strategic
Petroleum Reserves in March provided only momentary psychological relief to the
markets. The physical reality of the global supply chain cannot be bypassed.

Approximately 20 million barrels per day of crude and refined products, along
with 20% of global LNG trade, remain structurally trapped behind the Strait of Hormuz.
Existing bypass infrastructure in the region (Petroline, Habshan-Fujairah) is operating
at absolute maximum nameplate capacity, mitigating barely 35% of the shortfall.
Furthermore, the declaration of force majeure by QatarEnergy on LNG exports has
decoupled the Asian and European gas markets, forcing a chaotic, uncoordinated
scramble for alternative spot-market cargoes. We advise member nations to
immediately implement Phase 3 demand-restraint protocols, including mandatory fuel
rationing for non-essential transport."

Source: /EA Directorate of Energy Markets and Security (Emergency Dissemination:
April 15, 2026).

Appendix C: International Monetary Fund (IMF) - Financial Stability Report
Subject: Sovereign Debt Risks and the Petrodollar Disruption

"The sudden and sustained spike in crude oil prices above the $130/bbl threshold
has triggered a severe liquidity crisis in energy-importing nations. Countries with high
existing debt burdens and low foreign exchange reserves are facing an imminent balance
of payments crisis.
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We are monitoring elevated risks of sovereign defaults in South Asia and Sub-Saharan
Africa. Furthermore, the physical disruption of oil sales has paralyzed the 'petrodollar'
recycling mechanism, leading to unprecedented volatility in global bond markets. The IMF
stands ready to deploy emergency financing instruments, but we warn that traditional
structural adjustment programs are inadequate for a crisis rooted entirely in a physical
military blockade."

Source: IMF Fiscal Affairs and Monetary and Capital Markets Departments (April
2026).

Appendix D: Goldman Sachs / JP Morgan - Synthesized Global Energy Risk
Assessment

Subject: The Institutionalization of the War Premium

"Financial modeling for the remainder of the decade must adjust to a new paradigm:
the institutionalization of geopolitical risk. The era of 'just-in-time' energy delivery has
violently ended, replaced by an era of 'just-in-case' hoarding.

Even assuming the fragile April 8 ceasefire evolves into a permanent cessation of
hostilities by Q3 2026, the physical damage to export terminals, the massive backlog of
shipping logistics, and the lingering presence of unmapped naval ordnance will prevent
a swift return to pre-war production levels. We maintain a 'Strong Buy' rating on North
American E&P (Exploration and Production) equities and global defense contractors. We
forecast that the 'war premium' on crude will establish a permanent price floor of $95 to
$105 per barrel through 2028, fundamentally altering global margin structures across all
industrial sectors."

Source: Consolidated Global Energy Strategy Desk Analysis, Wall Street (April 2026).
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ABSTRACT

Nepal has made sustained efforts to
enhance financial protection in health through
the expansion of health insurance programs in
recent years. However, the specific level and
distribution of this coverage among children
across various population groups and geographic
regions remain insufficiently documented. This
study aims to examine trends and inequalities
in health insurance coverage specifically for
children using secondary data from the Nepal
Multiple Indicator Cluster Survey (NMICS) 2019
and 2024/25.

The findings indicate a substantial increase
in coverage for children over the study period.
Among children under five, coverage rose from
3.7% in 2019 to 11.7% in 2024/25, while among
children aged 5-17 vyears, it increased from
4.4% to 15.0%. Despite these gains, significant
disparities persist. Coverage remains consistently
higher in urban areas compared to rural areas.
Furthermore, pronounced provincial variation
is observed, with higher coverage in Gandaki,
Koshi, and Bagmati, contrasted by persistently
low coverage in Madhesh. Socioeconomic
inequalities are also evident, as coverage is
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significantly higher among children from wealthier households and those whose mothers
have attained higher levels of education.

Government health insurance constitutes the primary source of coverage for
children, whereas private and employer-based schemes play a limited role. Although
progress toward universal health coverage for the younger population is evident, overall
coverage remains low and unevenly distributed. Targeted policy interventions are required
to address these geographic and socioeconomic disparities to ensure equitable access to
health insurance services for all children in Nepal.

Keywords : Child Health Insurance, Inequalities, Nepal Multiple Indicator Cluster Survey,
Universal Health Coverage,

Introduction

Child health insurance is a financial protection mechanism that helps ensure
children receive necessary medical and health-related services without creating a heavy
economic burden on families. It works through regular contributions, known as premiums,
collected from parents or guardians, which are then used to cover healthcare expenses
when children require medical attention. Child insurance not only protects families from
unexpected financial risks but also supports better child health outcomes by encouraging
timely access to healthcare services.

Inmany countries, child insurance is provided through government programs, private
insurance companies or a combination of both. It usually covers essential healthcare
services for children such as doctor consultations, hospital admissions, medicines,
laboratory tests and preventive health checkups. Without insurance coverage, families
often have to pay out-of-pocket for treatment, which can be costly and may delay or
prevent children from receiving timely care. This can lead to worsening health conditions
and increased financial stress, particularly for low-income households. Therefore, child
insurance plays a vital role in promoting child health, reducing inequality and supporting
overall social and economic well-being.

In the context of Nepal, the Government of Nepal has introduced a national
health insurance program through the Health Insurance Board Nepal to provide
financial protection to citizens, including children as dependent members of insured
households. Under this program, families enrol by paying a small annual fee, and in
return they can access medical services from listed health facilities with most costs
covered by the insurance scheme. This system mainly aims to support poor and
vulnerable families who cannot afford expensive medical care for their children. Beyond
government-sponsored programs, child-related health coverage is also supported
through community-based health insurance schemes, employer-sponsored benefits,
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and private insurance policies purchased from commercial companies to supplement
healthcare needs.

Child Health Insurance System in Nepal

Child insurance in Nepal has developed gradually as part of the government’s
effort to improve access to essential health services for children and reduce the financial
burden of medical treatment on families. In the early period, most child healthcare
expenses were paid directly by parents, and out-of-pocket expenditure was the main
source of health financing. To address this problem, the government introduced
different social protection and community-based health programs over time.

The first community-based health insurance programs started around 2003 in a few
districts, and later expanded to other areas. Although these programs were not specifically
focused only on children, they provided indirect protection by covering family health
services, including children’s treatment. In 2014, the government approved the National
Health Insurance Policy, which strengthened access to healthcare services for all family
members, including children. This was followed by the formation of the Social Health
Security Development Committee in 2015 to support implementation and management.

The national health insurance program was officially launched in 2016
in Kailali, Baglung, and llam districts, and later expanded gradually across the
country. In 2017, the Health Insurance Act was implemented and the Health
Insurance Board Nepal was established to manage the program. Under this system,
children were included as dependent members within family-based insurance
coverage, ensuring that their basic healthcare needs could be addressed through
insured households.

At present, Nepal runs a National Health Insurance Programme aiming to
achieve universal health coverage, which also supports child health protection
throughfamilyenrolment. Theschemeisfamily-based, requiresannual contribution,
and provides subsidized services to poor and vulnerable groups, which benefits
children as part of insured families. The program has now expanded to almost all
districts, but it still faces challenges such as low enrolment, service quality issues,
delays in claim payment, and limited awareness among parents regarding child
health benefits. Despite these problems, child insurance in Nepal is considered
an important step toward equitable and affordable healthcare for all children and
families.

NMICS as a source of health insurance coverage statistics of children

The Nepal Multiple Indicator Cluster Surveys (NMICS) is an international household
survey program conducted by National Statistics Office and is developed by UNICEF to
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provide reliable and comparable data on the situation of children, women, and households
around the world. It was first introduced in Nepal in 2000 to monitor progress toward
global development goals, including those related to health, education, child protection,
and living conditions. The main purpose of the NMICS is to collect high-quality data on key
social indicators that are often not available from other sources. These indicators cover
areas such as child mortality, nutrition, immunization, education, water and sanitation,
reproductive health, early childhood developmentgender equality including health
insurance coverage. The survey follows a standardized methodology, which allows results
to be compared across countries and over time.

In Nepal, the MICS survey has been conducted in several rounds. Nepal first
participated in the MICS programme in 2000 (BCHIMES survey), followed by the NMICS
2010, which mainly covered the Mid-Western and Far-Western regions. After that,
nationally representative surveys were conducted in 2014 and 2019, covering all provinces
of the country. Recently, the Nepal MICS 2024-25 has also been carried out to generate
updated indicators for policy and programme evaluation. The information generated from
the NMICSs has served as a critical tool for the government and development partners to
assess the effectiveness of the National Health Insurance Program, monitor progress toward
Universal Health Coverage (UHC), and design targeted interventions aimed at improving
financial protection and access to health services for all citizens, including children.

Health Insurance Coverage questionnaire in NMICS

In Nepal, NMICS has included a health insurance coverage questionnaire first time
in 2019. The inclusion was aimed at monitoring progress toward universal health coverage
and understanding access to financial protection in health care. Other specific objectives
are to estimate the proportion of children and households enrolled in any health insurance
scheme at the national and provincial level and to examine differences in enrolment based
on wealth status, education, geographic location (urban/rural), gender and age.

The inclusion of the health insurance questionnaire has been continued in the
2024/25 round. This continuation allows for the monitoring of changes in health
insurance coverage over time and provides updated information on enrolment across
different population groups, including children, adults, and vulnerable communities. By
capturing data on who is covered and who is not, the survey helps identify inequalities in
access to health insurance based on different dimensions. The health insurance coverage
guestionnaire was administered to both groups: children under 5 years and children aged
5-17 years. The same set of questions was asked to these two groups. The age ranges
were defined to assess insurance coverage for children below 5 years and 5 to 17 years.
Box 1 below summarize the content of the questionnaire for the 2019 and 2024/25 rounds

of NMICS.
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Box 1 : Questionnaire asked for child (<5 years age), Children (5-17 years age),
NMICS 2019 and 2024/25

HEALTH INSURANCE
1.1s (name) covered byany | YES 1 2 End
health insurance? NO 2
2. What type of health | MUTUAL HEALTH ORGANIZATION /
insurance is (name) | COMMUNITY-BASED HEALTH INSURANCE...A

covered by? HEALTHINSURANCE THROUGH EMPLOYER...B
Record all mentioned. GOVERNMENT HEALTH INSURANCE/ SOCIAL
SECURITY...C

OTHER PRIVATELY PURCHASED COMMERCIAL
HEALTH INSURANCE...D
OTHER (specify)...X

Survey Methodology

The NMICSs were designed to provide estimates for a wide range of indicators on
the situation of children and women at urban, rural, and provincial levels. Urban and rural
areas within each province were identified as the main sampling strata, and households
were selected using a two-stage sampling design. In the first stage, a specified number
of census enumeration areas (EAs) were systematically selected within each stratum
with probability proportional to size. In the second stage, following a household listing
operation in the selected EAs, a fixed number of households was systematically selected
from each EA. Overall, a fixed number of sample EAs and households were included in the
survey. Since the sample is not self-weighting, sampling weights are applied in the analysis
to produce representative survey estimates.

The no. of sampled EAs and the no. of sampled household from each EA and total
no. of households covered by the survey in 2019 and 2024 are presented in table 1.1.

Table 1.1: The no. of sampled EAs and the no. of sampled household from each EA
and total no. of households covered by survey year.

No.of |No.ofsampled| Total no. of

NI\:;(rZS sample household households Remarks
y EA from each EA selected
2019 512 25 12,800 13 households with

children under 5 years,
and 12 households
without children under
5 years
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2024/25 540 24 12,960 12 households with
children under 5 years,
and 12 households
without children under
5 years

Source: NMICS Reports (multiple years), NSO

Analysis and Results
1. Health Insurance Coverage of Children by place of residence

Table 1.2 presents health insurance coverage among children under 5 years and
5-17 years by place of residence for 2019 and 2024/25, along with the distribution of
insurance types. Overall, coverage increased substantially across both age groups during
the study period. Among children under five, coverage rose from 3.7% in 2019 to 11.7%
in 2024/25, while among children aged 5-17 years it increased from 4.4% to 15.0%.
Government health insurance remains the dominant source of coverage, accounting for
the majority of insured children.

Clear urban—rural disparities persist across both survey rounds. In 2024/25,
coverage among children under five is higher in urban areas (13.4%) compared to rural
areas (8.5%). A similar pattern is observed among children aged 5-17 years (16.7% vs.
11.8%). Although both areas experienced notable improvements, the persistence of this
gap indicates continued inequalities in access, awareness, and enrolment.

Differences are also observed in the composition of coverage. Rural populations
rely more heavily on government and community-based insurance schemes, whereas
urban populations show relatively higher participation in employer-based and privately
purchased insurance. These findings suggest that despite overall expansion, disparities by
residence remain evident in both coverage levels and types of insurance.

Table 1.2 Health Insurance Coverage of Children by Rural -urban

Among children covered by health insurance, percentage
reported they were insured by
Percentage Mutual ; |
Age group NMICS Area of covered by health Health HGO\;:h Prlvste yd
year residence | any health | organization/ | insurance ea purchase
: . Insurance | commercial | Other
insurance | Community- | through }
/ Social health
based health | employer . .
- security insurance
insurance
2024/25 Total 11.7 7.7 31 83.0 9.2 0.1
Under 5 Urban 13.4 6.9 3.7 82.5 10.1 0.1
Years
Rural 8.5 10.3 13 84.2 6.6 0.0
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2019 Total 3.7 10.1 3.5 72.0 15.6 0.0
Urban 4.5 10.6 2.6 69.9 18.7 0.0
Rural 24 8.6 6.9 79.4 5.1 0.0
5-17 years | 2024/25 Total 15.0 9.5 1.8 82.1 8.2 0.2
Urban 16.7 8.1 2.2 81.7 9.5 0.3
Rural 11.8 13.1 0.7 83.1 4.7 0.0
2019 Total 4.4 9.0 4.6 76.5 12.1 0.2
Urban 51 8.6 6.0 76.9 11.5 0.2
Rural 3.1 10.2 0.4 75.4 14.0 0.0

Note: Percentages in columns 5-9 may not sum to 100% because children can be
covered by multiple health insurance schemes. Data Source: Nepal Multiple Indicator
Cluster Surveys(2024/25 and 2019), NSO

2.  Health Insurance Coverage of Children by Provinces

Table 1.3 presents provincial variation in health insurance coverage among children
for 2019 and 2024/25. Overall, coverage has increased markedly across all provinces;
however, the magnitude of change varies considerably by region. Among children under
five, coverage increased from very low levels in 2019 to between 3.5% and 22.9% in
2024/25, while among children aged 5-17 years it reached as high as 30.5% in some
provinces(figurel.1)

Figure 1.1 Provincial coverage of child health insurance(5-17 years)
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Substantial inter-provincial disparities are evident. Provinces such as Gandaki,
Koshi, and Bagmati consistently report higher coverage across both age groups, reflecting
stronger program uptake and implementation. In contrast, Madhesh province remains
significantly lower (3.5% among under five and 3.1% among 5-17 years), indicating
persistent structural and access-related barriers. Other provinces, including Lumbini,
Karnali, and Sudurpashchim, demonstrate moderate but uneven progress.

Government health insurance dominates across all provinces, typically accounting
for the largest share of coverage. However, some regional variation exists; for instance,
private insurance plays a relatively larger role in Sudurpashchim, particularly among older
children. Overall, these findings highlight uneven progress and persistent geographic
inequalities in health insurance coverage.

Table 1.2 Health Insurance Coverage of Children by Provinces

Among children covered by health insurance, percentage
reported they were insured by

Mutual
NMICS . 5352?23353 health " Social cherl
Age group year Area of residence any health | Organization | Healt security/ privately
° _ insurance purchased
insurance Govt. .| Other
Community- through Health commercial
based employer Insurance health
health insurance
insurance
Under 512024/ Koshi 19.6 3.0 1.0 87.6 6.2 0.0
Years 25 -
Madhesh 35 (14.3) (.4) (75.4) (9.9) (.0)
B ti 18.9 7.6 76.1 9.7 0.4
agma 115
Gandaki 22.9 14 0.0 92.3 8.0 0.0
Lumbini 6.6 99 0.0 89.9 8.0 0.0
Karnali 8.5 36 1.7 85.8 10.9 0.0
Sudurpashchim [9.6 6.8 5.9 74.0 19.1 0.0
2019 Koshi 5.4 0.0 90.8 1.9 0.0
osn! 10.9
Madhesh 0.6 0.0 17.9 60.6 21.5 0.0
Bagmati 4.7 1.0 3.9 79.2 15.9 0.0
Gandaki 6.9 0.0 72.3 12.2 0.0
andaki 156
L ini 4, A4 7. 234 .
umbini 8 104 8 57.8 3 0.0
Karnali 4.8 913 0.0 76.9 1.7 0.0
Sudurpashchim [1.8 921 0.0 16.7 71.4 0.0
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5-17 years |2024/ Koshi 23.9 13 89.6 4.1 0.8
25 7.4
Madhesh 3.1 .0 74.2 14.4 .0
adhes (11.4) (.0) (74.2) (14.4) (.0)
Bagmati 23.6 18.2 2.7 70.4 10.1 0.1
Gandaki 30.5 35 1.1 93.2 2.5 0.0
L ini 10.4 4 2.7 2. .
umbini 0 aa 0 9 5 0.0
Karnali 12.6 51 4.6 84.6 9.4 0.0
Sudurpashchim  [10.9 8.4 2.8 61.4 31.8 0.0
2019 Koshi 6.0 43 0.7 92.9 5.5 0.0
Madhesh 0.3 0.0 8.3 77.1 14.6 0.0
Bagmati 5.9 25 6.4 85.9 5.4 0.7
Gandaki 8.1 146 3.8 75.7 6.0 0.0
Lumbini 4.7 145 6.5 56.1 229 0.0
Karnali 5.9 155 1.0 78.5 49 0.0
Sudurpashchim  |2.4 155 12.8 37.5 59.8 0.0

() Figures that are based on 25-49 unweighted cases.

Note: Percentages in columns 5-9 may not sum to 100% because children can be
covered by multiple health insurance schemes. Data Source: Nepal Multiple Indicator
Cluster Surveys(2024/25 and 2019), NSO

3.  Health Insurance Coverage of Children by Mother's Education

An educated mother is often the most effective guardian of a child's wellbeing, as her
knowledge directly correlates with the overall wellbeing of the child. Table 1.4 presents
health insurance coverage among children by mother’s level of education. Coverage has
increased across all education categories between 2019 and 2024/25; however, marked
disparities persist.

A strong education gradient is observed. In 2024/25, coverage among children under
five increases from 3.3% among those whose mothers have no education to 23.6% among
those with higher education. Similarly, among children aged 5-17 years, coverage rises
from 6.0% to 37.4% across the same education spectrum. Although all groups experienced
improvements over time, the relative differences remain substantial, indicating persistent
inequality associated with maternal education.

In terms of insurance composition, government schemes remain the primary source
across all education levels. However, children of more educated mothers are more likely to
access private and employer-based insurance, whereas those with less educated mothers
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depend more on public and community-based mechanisms. These findings underscore
the importance of education in influencing awareness, access, and utilization of health
insurance.

Table 1.4 Health Insurance Coverage of Children by Mothers Education

Among children covered by health insurance, percentage
reported they were insured by
Mutual
Percentage health Social Other
Areaof | covered by | organization | Health ) privately
Age group | NMICS year .
ge group ¥ residence | any health - insurance security/ purchased
: . Govt. . Other
Insurance | Community- | through commercial
Health
based employer health
Insurance | .
health insurance
insurance
None 33 (20.6) (3.6) (71.2) (8.8) (.0)
Basic 7.8 5.5 6.2 83.8 5.9 0.0
(Gr 1-8)
2024/25
Secondary |15.3 5.9 1.5 87.4 7.8 0.2
(Gr9-12)
Under 5 Higher 23.6 11.3 3.7 73.1 16.2 0.0
years None 1.0 3.9 13.2 82.9 0.0 0.0
Basic 2.4 9.1 1.8 73.6 14.5 0.0
(Gr 1-8)
2019
Secondary|5.0 13.8 1.5 73.5 13.4 0.0
(Gr9-12)
Higher 12.6 6.0 6.2 65.8 24.0 0.0
None 6.0 9.0 1.2 82.9 7.7 0.4
Basic 13.2 11.4 2.0 81.1 7.8 0.0
(Gr1-8)
2024/25
Secondary |25.2 9.5 1.3 84.3 6.4 0.4
(Gr9-12)
Higher 37.4 6.5 3.7 77.3 13.9 0.0
5-17 years
None 2.4 16.4 0.0 76.1 7.5 0.0
Basic (Gr 4.2 10.0 1.5 79.4 11.4 0.0
1-8)
2019
Secondary |8.8 2.3 8.7 74.4 15.6 0.2
(Gr9-12)
Higher 11.4 12.4 12.1 79.2 14.0 1.4

() Figures that are based on 25-49 unweighted cases.

Note: Percentages in columns 5-9 may not sum to 100% because children can be
covered by multiple health insurance schemes. Data Source: Nepal Multiple Indicator
Cluster Surveys(2024/25 and 2019), NSO
4. Health Insurance Coverage of Children by Wealth Quintiles

A wealth quintile is a statistical measure used to divide the households into five
equal groups, each representing 20% of the total, based on level of household wealth
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or assets. By analysing these tiers, policymakers can identify economic disparities and
target interventions toward those in the lowest quintiles who face the greatest barriers
to progress.

Table 1.5 presents health insurance coverage by household wealth quintile. The
results show a clear upward trend in coverage between 2019 and 2024/25 across all wealth
groups; however, the increase is disproportionately higher among wealthier households.

Among children aged 5-17 years, coverage in the richest quintile increased
substantially from 9.1%in 2019 to 33.3%in 2024, whereas the poorest quintile experienced
a more modest rise from 3.1% to 7.5%. A similar gradient is observed among children
under five. These findings indicate that, despite overall expansion, the gap between
rich and poor has widened over time, reflecting persistent socioeconomic barriers to
enrollment.(Figure 1.2)

Figure 1.2 child health insurance coverage by wealth inequility(5-17 years)

Wealth Inequality (5-17)

—— 2019
2024/25

304"
25 A
20 A
15 A

10 A

Poorest Second Middle Fourth Richest

The composition of insurance coverage also varies by wealth status. Government
health insurance has become the dominant provider across all quintiles, indicating
successful scaling of public programs. However, private and employer-based insurance
remain concentrated among wealthier households, while children from poorer households
rely almost exclusively on government and community-based schemes.

Overall, the findings reveal that although Nepal has made significant progress in
expanding health insurance coverage among children, substantial inequalities persist
across residence, province, maternal education, and wealth. These disparities highlight
the need for targeted interventions to ensure more equitable access to health insurance
services.

93 e AR < faae




RS, 20c3 @) aurct dian

NEPAL INSURANCE AUTHORITY

Table 1.5 Health Insurance Coverage of Children by Wealth Quintiles

Among children covered by health insurance, percentage
reported they were insured by
Percentage Other
Age NMICS year Ar'ea of covered by Mutua! he.alth Health Sou'al privately
group residence | any health | organization | . security/
. . insurance purchased
insurance | - Community- Govt. . Other
through commercial
based health Health
- employer health
insurance Insurance | .
insurance
Under5 |2024/ Poorest 5.2 7.4 0.8 85.2 8.3 0.0
years 25
Second 7.5 6.9 1.9 87.3 6.5 0.0
Middle 10.6 28 2.1 90.2 6.7 0.0
Fourth 14.5 90 1.7 86.9 5.0 0.4
Richest 233 10.3 5.9 73.1 15.3 0.0
2019 Poorest  [1.8 16.0 0.0 76.8 7.1 0.0
Second 23 228 0.0 72.7 4.5 0.0
Middle 33 53 5.1 83.4 6.2 0.0
Fourth 5.2 10.7 5.7 78.0 8.9 0.0
Richest 7.0 51 3.6 58.2 34.5 0.0
5-17 2024/25 Poorest 7.5 8.6 2.3 85.7 7.2 0.0
years
Second 8.9 126 0.7 84.8 4.2 0.0
Middle 13.4 9.5 1.0 85.8 4.2 11
Fourth 17.4 85 0.9 85.6 5.2 0.1
Richest  [33.3 94 2.9 75.9 13.8 0.0
2019 Poorest 31 21.1 0.0 71.9 7.0 0.0
Second 1.9 24.0 0.0 67.5 8.5 0.0
Middle 3.1 04 0.7 87.6 11.3 0.0
Fourth 6.0 53 5.9 81.3 12.7 0.0
Richest  |9.1 57 8.9 727 15.6 0.5

Note: Percentages in columns 5-9 may not sum to 100% because children can be
covered by multiple health insurance schemes. Data Source: Nepal Multiple Indicator
Cluster Surveys(2024/25 and 2019), NSO
Conclusion

This analysis demonstrates that health insurance coverage for children in Nepal
expanded considerably between 2019 and 2024/25. Growth was evident across both age
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groups, with coverage for children under five rising from 3.7% to 11.7% and for those
aged 5-17 years increasing from 4.4% to 15.0%. This upward trend reflects the gradual
scaling of the national health insurance program and increased efforts to provide financial
protection for the youngest populations.

Government-supported insurance schemes have emerged as the primary driver
of this expansion, serving as the dominant source of coverage for children across
all demographic groups. However, the findings also reveal persistent and significant
inequalities that threaten the goal of universal health coverage:

o Geographic Disparities: Coverage remains consistently higher in urban areas
compared to rural regions. Provincial gaps are also stark; while Gandaki and Koshi
have achieved relatively high coverage, Madhesh province lags significantly behind
with coverage as low as 3.1% among older children.

o Socio-economic Barriers: A strong "education gradient" persists, as children of more
educated mothers are far more likely to be insured than those whose mothers have
no formal education. Furthermore, wealth inequalities have widened over time; the
increase in coverage was disproportionately higher among wealthier households,
leaving children in the poorest quintiles with much lower levels of protection.

While progress has been made, overall coverage for children remains low, leaving a
large majority vulnerable to out-of-pocket health expenses. To ensure equitable access, the
government must implement targeted policy interventions that address these geographic
and socio-economic gaps. Strengthening program implementation in underserved regions
like Madhesh, increasing awareness among less-educated parents, and simplifying
enrollment for rural and poor households are essential steps toward protecting the health
and financial security of all children in Nepal.

[e]e]e}
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Foreign Exchange Reserve Dynamics in Nepal:
Evidence from Key Macroeconomic Variables
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Abstract

The purpose of this research was to
determine how Nepal's remittances, trade
imbalance, and private sector loans affected the
country's foreign currency reserve. The findings
reveal that the trade imbalance and remittance
inflows are the two main factors that keep
Nepal's external sector stable. Remittances
are a key component in maintaining foreign
exchange reserves in the face of a long-term
and substantial trade deficit, as confirmed by
the Johansen cointegration test and the Vector
Error Correction Model (VECM). But in the near
term, changes in domestic money and historical
patterns in foreign currency reserves have a
greater impact on the dynamics of external
stability. In the near term, reserve depletion
is accelerated by private sector lending, which
drives up demand for imports. Additionally, the
results of the Granger causality test show that
the link is unidirectional, meaning that reserves
and credit flows affect remittances and the
trade deficit but not the other way around.

Keywords: External sector stability,
remittance, trade deficit, private sector credit,
foreign exchange reserve.
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1. Introduction

To a considerable extent, the stability of Nepal's external sector depends on
the movement of the country's foreign exchange reserves, which both protect the
economy from macroeconomic shocks and keep the rupee pegged to the Nepalese
currency. Nepal has a tiny and concentrated export base, which causes its trade deficit
to persist and expand, and the country is landlocked and developing, so it must rely
on imports for necessities like food, fuel, and machinery. Foreign currency outflows
are continuously pressured by this fundamental mismatch. Contrarily, remittances
from migrant workers have become a stabilizing factor, helping to finance the trade
deficit, increase household consumption, alleviate poverty, and facilitate small-scale
investments. Credit to the private sector has a double-edged impact on reserve levelsin
Nepal's import-driven economy. On one hand, it can boost economic activity, exports,
and import substitution. On the other hand, it mostly fuels consumption of foreign
goods, which increases demand for foreign currency and could lead to a decline in
reserves. In order to craft policies that guarantee external resilience without sacrificing
economic prospects, it is crucial to understand the interplay between remittance
inflows, trade imbalance, and private sector lending and how these impact foreign
exchange reserves.

The effect of macroeconomic variables on Indonesia's foreign exchange
reserves was investigated by Nabilah et al. (2025). The stability of macroeconomic
variables has an inherent relationship with the accumulation of foreign currency
reserves. Foreign exchange reserves are negatively impacted by imports, inflation,
and the exchange rate, according to the research findings. When these three variables
continue to rise, foreign exchange reserves will fall. Exchange rates are positively
impacted by changes in the money supply. Because it faithfully follows classical
principles, the OLS approach produces BLUE regression. Based on the findings, the
government should implement an expansionary fiscal policy that boosts spending,
encourages exports, and keeps the value of the rupiah relative to the dollar stable.
Increases in foreign exchange reserves are conditional on domestic economic
stability. The effect of inflation, FDI, exchange rates, economic growth, exports, and
other variables on the quantity of foreign exchange reserves in ASEAN-5 nations from
2000 to 2022 was examined by Pebriyanti and Khoirudin (2024). Foreign exchange
reserves of the ASEAN-5 nations are significantly impacted negatively by inflation,
FDI, exchange rate, and economic growth, according to the data processing results.
The opposite is true for the independent variable Exports, which shows a strong
positive correlation with Foreign Exchange Reserves among the ASEAN-5 countries.
Between 2000 and 2019, the variables impacting the foreign exchange reserves
of nineteen Sub-Saharan African nations were examined by Thabana and Fasanya
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(2024). According to the data, trade openness, wide money relative to GDP, the CPI,
and the exchange rate are the main factors that determine foreign exchange reserves
in Sub-Saharan Africa. Surprisingly, we find that short-term influences on reserves
are from regulatory quality and control of corruption, while long-term influences
come from institutional factors like political stability, lack of terrorism, government
effectiveness, voice and accountability. Based on these results, policymakers need to
keep a close eye on institutional factors and other macroeconomic occurrences. The
impact of several macroeconomic factors on Nigeria's foreign exchange reserves was
examined by Mohammad and Aruna (2024). Inflation had a negative but insignificant
impact on Nigeria's foreign reserves before democracy, according to the statistics.
In contrast, the currency rate, oil exports, oil prices, and non-oil exports all had a
favorable impact.

Withoutaddressingtheirinterdependentdynamicswithinaunifiedanalytical
framework, existing research frequently handle these variables independently,
concentrating on either the stabilizing role of remittances or the harmful effects
of trade imbalances. Also, although it's common knowledge that private sector
loans drive import-led consumption in Nepal's modest manufacturing economy,
no one has looked at how these loans affect the country's foreign exchange
reserves, either by driving up demand for foreign currency or by boosting export
capacity in the long run. As a result, our knowledge of how these three important
macroeconomic factors influence the development of Nepal's foreign reserves
is severely lacking. Thus, this investigation has been carried out to provide
credence to one side or the other. The purpose of this research is to examine
how Nepal's remittances, trade imbalance, and private sector loans affect the
country's foreign currency reserves.

2.  Research Methodology

The study is based on secondary data which are gathered for the period of 25
years from 2000 January to 2025 October. The study uses annual time-series data of
Nepal from 2000 January to 2025 October. The independent variables used in the
study are remittance, trade deficit and private sector credit and dependent variable
is foreign exchange reserve. The secondary data used are of annual in nature. The
secondary data are collected from Economic Survey and reports published by Nepal
Rastra Bank (NRB). Descriptive, correlation and regression methods unit root test,
cointegration test, Vector Error Correction Model (VECM) and Granger causality test of
analysis are used in the study.

For the data analysis purpose, the following time series analysis is made.
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According to Nelson and Plosser (1982), Chowdhury (1994) there exists unit roots
in most macroeconomic time series. While dealings with time series, it is necessary to
analyze whether the series are stationary or not. Since regression of non-stationary
series on other non-stationary series leads to what is known is spurious regression
causing inconsistency of parameter estimate (Engle and Yoo, 1987). The hypothesis
behind it is that random shocks in economy have long lasting effects (Engle & Granger,
1987). The Augmented Dickey—Fuller (ADF) test is the most common method for
testing unit root. Suppose, we have a series Y, for testing unit root. Then, ADF model
tests unit root as follows:

Ay, =p+0y-1 + i Bidy.—i+e
where,
6=a-1
a = coefficient of y -1
Ay, = first difference of y, i.e.y, —y-1
Cointegration test

Cointegration test is performed to identify the existence of a long-run
relationship. According to Engle and Granger (1987), the stationarity of the residuals
of the regression implies that the series are cointegrated.

Y. =BX +¢g

Where, both Yt and Xt are non-stationary variables and integrated of order 1 (i.e.
Y, ~ (1) and X ~1(1)). In order for Y _and X to be cointegrated, the necessary condition
is that the estimated residuals from above equation should be stationary (i.e. g ~ |

(0)). The cointegration implies the existence of a long-run or equilibrium relationship
among variables.

Vector Error Correction Model (VECM)

VECM is a limited VAR model designed to be used in non-stationary time series
but has a cointegration relationship between variables. VECM is very useful because
it can estimate the short-term effects between variables and the long-term effects
of time series data. The general form of VECM (p) where p is the lag of endogenous
variables with cointegration rank r < k is as follows:

Ay, = Iy 1 + Z?;l [; Ayi—i + Dy + &
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Where,

A = operator differencing, where Ay =y, -y -1,
y,—1 = vector variable endogenous with lag 1,
g, = kx1 vector residuals,

d, = kx1 vektor constant,

M = matrix coefficient of cointegration (M = af'; a = vector adjustment, kxr matrix
and B = matrix cointegration (long-run parameter) (k x r))

I = kxk matrix coefficient the i"" variable endogenous.
Causality test

If two variables Y and X is cointegrated, then there may exist any of the 3
relationships: a) X affects Y, b) Y affects X and c) X and Y affect each other. The first two
show unidirectional relationship while the third shows bidirectional relationship. If two
variables are not cointegrated, then one does not affect the other and are independent.
To determine the pattern of such relationship, Granger (1969) has developed causality
test method. If current and lagged values of X improve the prediction of the future value
of Y, then it is said that X ‘Granger causes’ Y. The simple model of Granger causality is
as follows:

AY, =) abYii+ Y BAXe+ui

i=1 j=1

AX, = z":A,-AX,_i + Z":ajA)',_j +uy
i=1 j=1
The equations show that the current value of AY is related to the past values of
itself and the past values of AY and AX is related to the past values of itself and that of
AY. The null hypothesis in first equation is B,- = 0 which means, “AX does not Granger
cause AY”. Similarly, the null hypothesis in second equation is 6j = 0, and states “AY
does not Granger cause AX.” The rejection or non-rejection of the null hypothesis is
based on the F-statistics.

3. Results and Discussions

Descriptive Analysis

The descriptive statistics of the variables foreign exchange reserve, remittance,
trade deficit and private sector credit can be tabulated as in Table 1. All the amounts

in the table are in millions.
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Table 1
Descriptive Statistics
Statistics FOREXR REM TRDEF PSC
Mean 654644.43 269863.30 -338149.98 1599388.40
Standard Deviation |519116.11 288530.09 379116.65 1611686.27
Minimum 103511.80 2361.10 -1770092.90 |125930.30
Maximum 2041102.70 |1445315.10 |-3434.00 5227616.67
Count 276 276 276 276

Unit root test

It is not uncommon for the test statistics to reveal a statistically significant
association between the regression model's variables while in fact no such relationship
exists. "Spurious regression" describes this sort of data analysis (Patterson, 2012).
When working with time series data, false regression is a common occurrence. The
main source of spurious regression is when the time series is not stationary. In order to
work with time series, one must determine if they are stationary (Chowdhury, 1994).
The unit root test of Dickey-Fuller (ADF) test is used to assess if the time series is stable
in order to solve the spurious regression problem.

Table 2

(ADF) test for foreign exchange reserve, remittance, trade deficit and private
sector credit

Variables  Augmented Dickey-Fuller Order of
(Constant only) integration
Level First Difference
T-stat. P-value T—stat. P-value

INFOREXR 0.3592 0.9809 -8.2380** 0.0000 (1)

INREM -0.8580 0.8003 -4.6267** 0.0001  I(1)

INTRDEF  -1.9139 0.3256 -3.7474** 0.0039 (1)

InPSC -0.9094 0.7845 -17.8605** 0.0000 (1)

Note(s): 1. The sign ** and * indicates significant at 1 percent and 5 percent level of
significance respectively.
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The result indicates that natural logarithm of foreign exchange reserve has unit
root (non-stationary) at level and stationary at first difference i.e. I(1). Similarly, natural
logarithm of remittance has unit root (non-stationary) at level and stationary at first
difference i.e. 1(1). Likewise, trade deficit has unit root (non-stationary) at level and
stationary at first difference i.e. I(1). Similarly, natural logarithm of private sector credit
has unit root (non-stationary) at level and stationary at first difference i.e. 1(1).

Co-integration test

Afteranalyzing the stationary test, the co-integration analysisis used to investigate
long-term relationship between foreign exchange reserve, remittance, trade deficit
and private sector credit.

Table 3

Johansen’s Cointegration test for foreign exchange reserve, remittance, trade
deficit and private sector credit

Trace 0.05 critical Max-Eigen 0.05 critical

Hypothesis statistic value P value statistic value Pvalue

At most 0 155.0555 47.8561 0.0000 95.0327  27.5843 0.0000

At most 1 60.0227  29.7970 0.0000 50.4922  21.1316 0.0000

At most 2 9.5304 15.4947 0.3186 9.4810 14.2646 0.2483

At most 3 0.0494 3.8414 0.8241 0.0494 3.8414 0.8241
Note(s):

1. Trend assumption: Linear deterministic trend(restricted)

2. Lags interval (in first differences): 1 to 1

The Johansen cointegration test for foreign exchange reserves, remittance, trade
deficit, and private sector credit indicates that there are two long-run equilibrium
relationships among these four variables. Both the Trace and Max-Eigen statistics
reject the null hypotheses of zero and one cointegrating relationship but fail to reject
at two, confirming exactly two cointegrating vectors. This implies that, despite short-
term fluctuations, these variables are interconnected and move together in the long
run, reflecting stable long-term relationships in the Nepalese economy.

Vector error correlation model (VECM)

Having indicated the presence of cointegration among the variables, the
relationship and impact of independent variables is examined using Vector Error
Correction Model (VECM) in the short-run and long-run model.
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Long-run estimates on foreign exchange reserves

Upon establishing the presence of cointegration among the variables, the
relationship and impact of independent variables on foreign exchange reserves is
examined using VECM presented in Table 4.

Table 4

Long-run estimates on foreign exchange reserves

Cointegrating eq: CointEql
INFOREXR(-1) 1.0000
InPSC(-1) -0.020203
(0.09566)
[-0.21220]
INREM(-1) -2.114282
(0.32219)
[-6.56230]
INTRDEF(-1) 1.222751
(0.32070)
[3.81277]
C -2.399742

Note(s): Standard errors in () and t-statistics in [ ]

The Vector Error Correction Model results indicate the existence of a stable long-
run cointegrating relationship among foreign exchange reserves, private sector credit,
remittance, and trade deficit, with the equation normalized on foreign exchange
reserves. The estimates show that remittance and trade deficit are the key long-
run determinants of foreign exchange reserves, while private sector credit does not
have a statistically significant long-run effect. Remittance exhibits a strong and highly
significant relationship, highlighting its crucial role in sustaining foreign exchange
reserves in the long run, whereas the trade deficit is also statistically significant,
indicating that external trade imbalances are closely linked to movements in reserves.
In contrast, the coefficient of private sector credit is small and insignificant, suggesting
that credit expansion does not meaningfully influence foreign exchange reserves over
the long term.

Short-term estimates on foreign exchange reserves

The Error Correction Model (ECM) has been carried out to examine the impact
of remittance, trade deficit and private sector credit on foreign exchange reserves in
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the short-run. Table 5 presents the results of the parsimonious ECM test on foreign
exchange reserves.

Table 5

Short-term estimates on foreign exchange reserves

Cointegrating eq: CointEq’
CointEqg? -0.00604
(0.00263)
[-2.30237]
AFOREXR(-1) 0.193208
(0.06150)
[3.14147]
APSC(-1) -0.185738
(0.08865)
[-2.09516]
AREM(-1) 0.024785
(0.01787)
[1.38731]
ATRDEF(-1) -0.025948
(0.01821)
[-1.142515]
C 0.011338
(0.00204)
[5.54984]
Adjusted R-square 0.09114
S.E. equation 0.02514
Fstatistic 6.495448

The results demonstrate the short-term dynamics of VECM foreign currency
reserves, illuminating the impact of changes in explanatory variables and departures
from long-run equilibrium on these reserves. A negative and statistically significant
coefficient (-0.00604, t = -2.30) for the error correction term (CointEql) confirms
the existence of a long-run causal relationship between foreign exchange reserves,
private sector credit, remittances, and trade deficit. If the sign is negative, then
any short-term imbalance in foreign exchange reserves will be repaired over
time. In one period, around 0.6% of the shortfall from long-term equilibrium will
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be adjusted, suggesting a steady but sluggish adjustment. A considerable short-
run persistence is indicated by the positive and highly significant effect of the
lagged change in foreign exchange reserves AFOREXR(t-1) (0.1932, t = 3.14), which
means that changes in reserves in the past have a large influence on changes in
the present. The negative and statistically significant coefficient (-0.1857, t = -2.10)
in the lagged change in private sector credit APSC(t-1) suggests that, in the short
run, foreign exchange reserves are reduced when there was an increase in credit
expansion in the previous period. This could be because of increased demand for
imports and outflows of foreign currency. While remittance inflows and trade deficit
are crucial in the long run, they do not have an immediate short-term influence
on foreign exchange reserves, as the coefficients of AREM(t-1) and ATRDEF(t-1)
are not statistically significant. A positive and statistically significant constant term
indicates that reserves have an underlying tendency to develop. Finally, a significant
F-statistic (6.49) indicates that the model is statistically valid. However, an adjusted
R-squared value of 0.091 indicates that factors other than those included in the
model influence short-run movements in foreign exchange reserves.

Causality test

Table 6 displays the Granger causality relationships among remittances, trade
deficit, private sector loans, and foreign currency reserves.

Table 6

Granger Causality analysis between remittance, trade deficit, private sector
credit and foreign exchange reserves

) . . Probability .
Null Hypothesis Observations  F-Statistic Causality
(p-value)
Private sector credit does not Granger Cause 288 2.95967 0.0534 Yes but
foreign exchange reserves weak
foreign exchange reserves does not Granger 288 1.59746 0.2042 No

Cause private sector credit

Remittance does not Granger Cause foreign 274 1.15730 0.3159 No
exchange reserves

Foreign exchange reserves does not Granger 274 32.8494 2E-13 Yes
Cause remittance

Trade deficit does not Granger Cause foreign 274 0.33212 0.7177 No
exchange reserves

Foreign exchange reserves does not Granger 274 30.9948 8E-13 Yes

Cause trade deficit
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Remittance does not Granger Cause private 286 1.25284 0.2873 No
sector credit

Private sector credit does not Granger Cause 286 39.1166 1E-15 Yes
remittance

Trade deficit does not Granger Cause private 286 0.89825 0.4084 No
sector credit

Private sector credit does not Granger Cause 286 36.7468 7E-15 Yes
trade deficit

Trade deficit does not Granger Cause remittance 286 0.46410 0.6292 No
Remittance does not Granger Cause trade deficit 286 0.23600 0.7899 No

The findings of the paired Granger causality test show that there is more of a
one-way than a two-way relationship between trade deficit, private sector credit,
remittances, and foreign exchange reserves. At the 10% level of significance, the
results suggest a weak relationship between private sector credit Granger and foreign
exchange reserves (p = 0.053), but no such relationship in the other way around. This
suggests that credit growth may slightly aid in predicting changes in reserves, but
reserves have no effect on credit expansion. There is limited short-term predictive
power for foreign exchange reserves from remittances and trade deficits because they
do not Granger cause reserves. However, changes in reserves have a significant impact
on future remittance inflows and trade balance dynamics because reserves strongly
Granger cause both remittances and trade deficits. Similar to how domestic credit
conditions mostly determine external sector variables, private sector credit significantly
Granger causes remittance and trade deficit but neither remittance nor trade deficit
Granger causes private sector credit. Furthermore, there is no proof that remittances
cause a rise or fall in the trade deficit. The results support the VECM findings that long-
run relationships exist, but short-run causal interactions are asymmetric. Private sector
credit and foreign exchange reserves are the driving variables in the system, while
remittance and trade deficit are the responding variables.

4, Conclusion

The study found that remittance inflow and trade imbalance are the main
pillars of Nepal's external sector stability. Foreign exchange reserve and remittance
are determined to be stationary variables in the long run according to the Johansen
cointegration test and the Vector Error Correction Model (VECM). Despite a massive
trade deficit, remittances remain a vital source of foreign currency for Nepal. But
domestic monetary circumstances and the trajectory of foreign exchange reserves are
more important in the near run for determining the dynamics of external stability.
There will be a temporary spike in demand for imports, spurred on by private sector
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borrowing, which will lead to a drain on foreign exchange reserves. Reserves and credit
flow impact remittance and trade deficit, according to the Granger causality conclusion,
which shows a unidirectional flow.

000
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And Beyond

Background

Thisarticledrawsonrecentregulatorydata,
academic research, and market intelligence to
present a comparative analysis of the Nepalese,
Indian, and broader Asian insurance markets. It
determines how insurers can leverage advanced
analytics from Bayesian mortality forecasting
to machine learning based lapse prediction to
optimize product portfolios, manage longevity
risk, and navigate the delicate balance between
distribution growth and policyholder value. For
life insurers operating in this dynamic region,
the path forward is not merely about adapting
to change, but about anticipating it through
data-driven insight.

The life insurance industry in South Asia
stands at a pivotal moment. Across Nepal,
India, and the wider Asian region, insurers
(underwriters) are confronting a landscape
defined by demographic shifts, regulatory
recalibration, and the enduring challenge of low
investment vyields. Yet within this complexity
lies an unprecedented opportunity, to harness
the combined power of economic theory and
data science to build more resilient, customer
centric, and profitable businesses.
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The transformation is especially important in South Asia, where countries such
as Nepal and India present both enormous opportunities and persistent structural
challenges. Rising incomes, expanding middle classes, digital payment systems, and
increasing awareness of financial security are creating new demand for life insurance.
At the same time, insurers must deal with low financial literacy, uneven regulation,
informal employment, geographic barriers, and trust deficits among consumers. In
such an environment, traditional models alone are no longer sufficient.

Data science and economics together provide a more powerful framework. Data
science offerstools suchas machinelearning, predictive analytics, fraud detection systems,
customer segmentation models, and automation platforms. Economics provides insight
into household behavior, pricing decisions, market incentives, regulation, inequality, and
long-term demographic change. When combined, these disciplines help insurers move
from reactive institutions to initiative taking and adaptive organizations.

Nepal’s Insurance Market: A Distinctive Growth Story

Nepal’s insurance sector has evolved rapidly over the past decade, driven by a
combination of regulatory commitment, rising financial awareness, and innovative
product design. Overseen by the Nepal Insurance Authority (NIA), the market today
comprises fourteen life insurers, fourteen nonlife insurers, two reinsurers, and seven
dedicated micro insurance providers. This structure reflects a deliberate effort to
balance commercial viability with inclusive coverage, particularly for rural and low
income populations.

While focusing on the statistical view by the end of December 2025 (based on the
nearest Nepal Insurance Authority release), Nepal’s insurance sector maintained strong
upward momentum. Total gross premium collection reached approximately Rs 160.22
billion, compared with Rs 141.99 billion in the comparable previous period, reflecting
repeated expansion in insurance demand and market depth. The life insurance segment
contributed Rs 127.69 billion, repeating its dominant role within Nepal’s insurance
industry. A notable feature of the market was the strength of policy renewals. Renewal
premiums stood at Rs 96.63 billion, substantially higher than the first year’s premiums of
Rs 31.05 billion. This indicates that existing policyholders are continuing their contracts,
suggesting strong customer retention and growing trust in life insurers. High renewal
flows are economically important because they improve cash flow stability, support long-
term reserves, and reduce dependence on costly new business acquisition.

Two segments that deserve particular attention are:

1. Micro-insurance generated Rs 1.41 billion in premiums, representing 1.8 %
of total life premiums, a substantial share of international benchmarks. With
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seven specialized micro insurers, Nepal has built an infrastructure that delivers
affordable protection to the base of the pyramid.

2. Foreign employment insurance accounts for 2.42 million policies and
Rs 1.32 billion in premiums. Given that remittances contribute over 25 % of
Nepal’s GDP, this segment is not merely a commercial line; it is a vital safety net
for millions of migrant workers and their families.

The NIA tracks coverage as the percentage of the population holding at least one
conventional, term, or foreign employment life policy. As of early 2026, total coverage
stood at 49.76%, a remarkable achievement for a lower income country, though the figure
includes multiple policies per individual. Conventional and term policies (excluding foreign
employment) cover 41.98 % of the population, while conventional policies alone cover
18.01 %. By December 2025, coverage had reached 50 %, up from 43.62 % a year earlier,
driven by increased awareness, branch, expansion and the effort of new insurers.

The product landscape in Nepal is evolving beyond traditional whole life
offerings. Term life, universal life, and variable universal life products are gaining
ground, and distribution channels are diversifying through brokers (including agents),
bancassurance (inactive now), and digital platforms. Yet the market remains heavily
dependent on agent led sales, a structure that brings both reach and vulnerability.

India’s Market: Lessons from a Giant

India’s life insurance industry, while vastly larger, offers a cautionary tale about the
risks of commission driven growth and the importance of persistency. According to the
Reserve Bank of India’s Financial Stability Report, total benefits paid by life insurers soared
to Rs 6.30 lakh crore (approximately USD 75 billion) in FY2024 25, up from Rs 4 lakh crore
in FY2020 21. But the composition of those payouts reveals structural fragilities:

Benefit Type Share of Total
Early surrender / withdrawal 37 %

Policy maturity 35%

Death claims 7.5%

Other benefits 20.5%

Source: RBI Financial Stability Report 2025; The Economic Times

That 37 % of payouts arise from early exits often at a financial loss to the
policyholder, indicates either product misalignment, aggressive mis-selling, or
household liquidity stress. It also underscores a deeper challenge: the industry is
rewarding acquisition far more than retention.

o AR © faarw BRAS



frdwrs®, 20¢3 @) srae dian

NEPAL INSURANCE AUTHORITY

Total life insurance commissions in India crossed Rs 60,800 crore in FY2025, an
18 % jump, while premium growth remained in single digits. First year commissions
surged over 20 %, and single premium commissions climbed nearly 37 %. This pattern
has drawn sharp scrutiny from the Insurance Regulatory and Development Authority of
India (IRDAI). In 2026, IRDAI is expected to introduce tighter commission caps, expense
based limits akin to mutual fund total expense ratios, and incentives tied to policy
continuity rather than upfront sales. The committee formed under the Life Insurance
Council has suggested introducing staggered commissions where payment will be
subject to premium payment or capping commissions to reduce acquisition costs.

For Nepal, which shares similar distribution models and cultural contexts,
India’s regulatory pivot offers a strategic preview. Proactively aligning commission
structures with persistency could help Nepalese insurers avoid the distortions now
being corrected in India. Despite its scale, India continues to face an incredible
protection gap. Approximately 87% of the population lacks adequate life insurance
coverage, with the gap exceeding 90 % among the 26 35 age cohort. This suggests that
much of the recent premium growth has come from surviving policyholders buying
additional coverage rather than from expanding the insured base for long term market
development. Remarkably, Indian insurers have maintained solvency ratios well above
the regulatory minimum of 1.50, demonstrating strong capital management. However,
the combination of high surrender rates and persistent protection gaps points to a
market that has yet to fully align product design with genuine consumer needs.

Asia Wide Trends: The Regional Context

To understand Nepal’s opportunities and risks, one must look at the broader
Asian insurance landscape. Swiss Re Institute’s latest sigma report projects global life
insurance premium growth at 3% annually for 2025/2026, more than double the rate
of the past decade. Rising markets, including South Asia, are expected to lead with
5.6 % growth, outpacing advanced Asia (2.5 %), North America (1.8 %), and Western
Europe (1.9 %). Global life insurance premiums are set to reach USD 4.8 trillion by
2035, up from USD 3.1 trillion in 2024.

A Double-Edged Sword discussing with A defining feature of advanced Asian
insurance markets, particularly Japan, Taiwan, and Korea have been the massive
allocation to foreign currency denominated bonds. Asian life insurers collectively hold
between USD 1.5 trillion and USD 2.0 trillion of foreign currency bonds. Japanese
insurers alone hold about USD 900 billion (25 % of their portfolios), while Taiwanese
insurers approach USD 600 billion (roughly 60 % of portfolios).

This “reach for return” emerged as domestic bond markets offered insufficient
returns to meet guaranteed product rates. Yet it creates significant currency mismatch
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risk: if the home currency appreciates, the domestic currency value of foreign investments
declines. For Nepalese insurers, which currently invest primarily in local government
securities and bank deposits, the Asian experience underscores the importance of
building sophisticated investment and hedging capabilities as portfolios grow.

Across Asia, insurers are increasingly turning to natural hedging strategies, balancing
life insurance and annuity portfolios to mitigate the impact of mortality shocks. When
mortality improves suddenly, life insurers benefit, while annuity providers suffer. Holding
an optimal mix of both products can immunize portfolio value against longevity risk.

Contemporary academic research, including the work of Hu, Zhang & Luo (2026),
provides a rigorous framework for determining optimal life to annuity ratios. Their
findings show that the optimal ratio depends on:

1.  Projection horizon: longer horizons increase the share of life insurance.
2. Age cohort: younger policyholders warrant a higher life insurance share.
3.  Gender: Male dominated portfolios require a higher life insurance share.
4, Interest rates: rising rates decrease the optimal life insurance share.

For markets like Nepal, where annuity products are still nascent, these insights
can guide product development and capital allocation as the population ages.

Comparative Insights: Nepal, India, and the Region

From advanced Asia, Nepal can learn the value of developing sophisticated
investment and risk management frameworks early. While the scale is different, the
principles of asset liability matching, currency risk hedging, and natural hedging apply
universally.

Dimension Nepal India Advanced Asia
Market structure 14 life insurers, 24 private life Highly
plus micro insurers |insurers + LIC concentrated; large
incumbents
Premium growth Strong growth, Moderate growth, |Low to moderate
with gross generally in the growth (around

premium income single digit to low |2 to 3%) due to
rising 23.5% Yoy, double-digit range | mature market
reflecting rapid depending on saturation and
market expansion | product class and | aging populations.

and rising year.
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Persistency

High persistency,
with renewal
premiums nearly
three times first-
year premiums,
indicating strong

Relatively weaker
persistence: a
significant share
of policies laps or
exit early, affecting
long-term value

Mixed outcomes,
but generally
improved through
stronger disclosure
rules, conduct
supervision,

though significant
underinsurance
remains in rural

suggesting around
87% of protection
needs remain

retention. creation. and customer

protection reforms.
Protection gap Moderately Large protection Comparatively
addressed, gap, with estimates | low protection

gap due to
mature insurance
penetration and

focused, with
insurer funds
concentrated on
local deposits,
bonds, and
domestic projects.

orientation remains
dominant, though
institutional
investment
diversification and
overseas exposure
are gradually

and low-income uncovered. broader social
segments. protection systems.
Investment strategy | Primarily domestic- | Domestic Significant foreign

bond and global
asset exposure,
reflecting
sophisticated
portfolio
management and
cross-border capital

and institutional
strengthening.

and consumer
protection are
key priorities
under Insurance
Regulatory and
Development
Authority of India.

increasing. allocation.
Regulatory focus Financial inclusion, | Commission caps, |Solvency
consumer policy persistency, | management,
education, product currency mismatch
market stability, governance, risk, aging

populations,

and longevity

risk dominate
regulatory agendas.

The comparison shows Nepal as a high-growth emerging market with strong
renewal behavior but still developing scale and penetration. India represents a large,
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aggressive transition market with major growth potential but persistent structural
gaps in protection and retention. Advanced Asian markets are mature and stable,
where growth is slower and regulatory attention is focused more on capital adequacy,
demographic change, and investment risk management.

Why Do Data Science Matter in Modern Life Insurance?

Data science has become a transformative force in modern life insurance
because it allows insurers to make faster, smarter, and more accurate decisions. By
using statistical methods, machine learning, artificial intelligence, and computational
tools, insurers can move beyond traditional underwriting based only on age, gender,
or occupation. Modern systems analyze wider sources of information such as health
records, wear device data, lifestyle patterns, geographic risk, payment behavior,
employment history, and digital interactions. This enables quicker approvals for low-
risk applicants, more comprehensive review for higher-risk cases, and better pricing
accuracy. As a result, insurers reduce handling time, improve operational efficiency,
and deliver a stronger customer experience.

Data science is equally valuable in claims management, customer retention, and
product innovation. Predictive models help insurers detect fake or suspicious claims
while prioritizing genuine claims for faster settlement, which strengthens trust and
reduces unnecessary losses. Machine learning can also identify customers who are likely
to lapse or cancel policies, allowing insurers to intervene through reminders, flexible
payment options, or personalized support. In addition, data-driven insights help firms
design customized products such as micro-insurance, child education plans, senior
protection policies, wellness linked coverage, and affordable digital term insurance.
When joined with economic insight, data science gives insurers a powerful toolkit to
improve profitability, expand inclusion, and adapt to changing customer needs.

1. Bayesian Mortality Forecasting

Traditional mortality tables often rely on historical averages that fail to capture
uncertainty. Bayesian Markov Chain Monte Carlo (MCMC) methods tackle this by
generating large convergent samples and providing probabilistic forecasts with credible
intervals from limited historical data. This approach allows insurers to simultaneously
estimate age, period, and cohort effects, improving reserve adequacy and pricing
accuracy. For Nepal’s insurers, where long historical datasets may be limited, Bayesian
methods can extract maximum insight from available data.

2.  Natural Hedging Optimization
The optimal life by annuity ratio can be calculated using a variance minimization

framework:
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Minimize Var(AP) = wiai + u:ir;i + 20 AT 4

Subjectto: wy 4wy =1, wp.w, =0

Where AP is the change in portfolio value, w are product weights with the
covariance matrix of mortality and interest rate shocks. By implementing this
optimization with gender and age segmented mortality forecasts, insurers can achieve
a more resilient product mix.

3.  Machine Learning for Lapse Prediction

The high surrender rates observed in India (37 % of benefits) highlight the
importance of lapse management. Gradient boosting machines (GBMs) and survival
analysis (Cox proportional hazards models) can identify nonlinear predictors of lapse
behaviors such as payment frequency, policy duration, and macroeconomic conditions.
A recent study on life insurance lapse prediction shows that machine learning models
such as Gradient boosting outperform other classifiers, achieving about 94% accuracy
and a 94% F1-score, demonstrating strong predictive performance in identifying policy
lapse behavior. In addition, deep learning models such as LSTM networks are effective
in capturing sequential and time-dependent patterns in customer behavior, which
enhances early warning systems and supports more proactive retention strategies in
insurance analytics (Baesens et al., 2019; Withrich, 2020).

The Role of Economics in Insurance Restructuring

Technology alone cannot solve market problems. Economic insight explains why
customers behave as they do, how incentives shape institutions, and what policies
support sustainable growth.

1. Understanding Household Decision Making

Many households delay buying life insurance even when they need it. This is not
always irrational. Families may face:

- Limited income

- High immediate expenses

- Low trust in institutions

- Poor understanding of insurance benefits
- Preference for informal savings methods

- Uncertainty about future income
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Behavioral economics helps explain these decisions. People often prioritize
present needs over future security. They may avoid complex financial products or
underestimate long-term risks. Insurers that understand these behaviors can simplify
communication, redesign products, and reduce barriers to entry.

2. Pricing in Inflationary Economies

Inflation affects both households and insurers. Rising prices lower disposable
income, making premiums harder to pay. At the same time, insurers face higher
operating costs and must preserve the actual value of future claim reserves. Economic
analysis helps insurers redesign premium structures, adjust investment strategy, and
assert solvency in volatile environments. This is especially appropriate in improving
economies where inflation shocks can quickly change household priorities.

3. Demographic Change

Population aging, migration, urbanization, and changing family structures
all affect insurance demand. Economic forecasting helps insurers prepare for these
structural shifts.

For example:
- Smaller families increase the need for formal protection

- Migration creates cross-border remittance households needing security
products

- Urbanization increases exposure to financial services
- Longer life expectancy expands retirement and annuity markets

4. Regulation and Market Competition

Insurance markets function best when consumers trust the system. Strong
regulation ensures solvency, fair treatment, disclosure standards, and market discipline.
Economics helps policymakers design rules that encourage innovation without creating
instability. Excessive regulation can slow progress, while weak oversight can damage
public confidence.

Strategic Recommendations for Insurers

Based on the comparative analysis and the capabilities offered by modern data
science, here | recommend the following strategic actions:
1. Optimize Product Portfolio

< Maintainmicroinsurance leadership while exploring cross-sell opportunities
between micro insurance and foreign employment policies.
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4%

&

Develop annuity products gradually, using natural hedging principles
to determine the optimal life by annuity ratio based on gender and age
demographics.

Enhance foreign employment offerings by tailoring benefits to destination
country risks and leveraging remittance linked payment mechanisms.

Align Distribution with Persistency

&

Design commission structures that reward policy continuity, drawing
on lessons from IRDAI’s anticipated reforms. As IRDAI reportedly moves
toward a levelled, trail-like commission model like the mutual fund industry,
insurers should prepare for a shift from front loaded to evenly distributed
payouts.

Invest in digital advisory tools to improve product suitability and disclosure,
reducing the risk of mis selling.

Strengthen and active the bancassurance partnerships to diversify channels
while maintaining cost efficiency.

Build Investment and Risk Management Capabilities

&

4

&

Develop foreign investment capabilities gradually, with robust hedging
frameworks for currency and interest rate risk.

Extending portfolio duration to better match long-term liabilities, reducing
reinvestment risk.

Monitor credit quality as yield seeking pressures intensify.

Invest in Data Infrastructure and Analytics

4

&

&

Create a unified policyholder database integrating conventional, term,
foreign employment, and micro insurance data.

Implement Bayesian mortality forecasting to improve reserve adequacy
and pricing.

Deploy machine learning models for lapse prediction, enabling proactive
retention campaigns.

Engage with Regulatory Evolution

&

&

Participate actively in the Nepal Insurance Authority’s initiatives, including
the integration of insurance education into school curricula.

Monitor regional regulatory trends, particularly in India, to anticipate
changes that may influence Nepal’s framework.
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Conclusion

The life insurance industry in South Asia is entering a new era, one defined by
demographic tailwinds, regulatory sophistication, and the transformative power of data
science. Nepal’s market, with its strong renewal base, distinctive micro insurance and
foreign employment segments, and high coverage ratio, is well positioned to succeed.
Yet the lessons from India and advanced Asian markets are clear that sustainable growth
requires more than premium volume. It demands product portfolios that balance
protection with value, distribution models that reward long-term relationships, and
analytical capabilities that turn data into foresight.

For life insurers in the region, the opportunity lies in harnessing the synergy of
economics and data science using Bayesian methods to sharpen mortality forecasting,
machine learning to retain policyholders, and natural hedging to manage risk. By doing
so, industry can not only navigate the complications of today’s market but also shape
a more resilient and inclusive future for the societies it serves.
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Insurance Gaps in Nepal’s Road
Infrastructure: Challenges and Opportunities

Er. Subigya Dhungana

Civil Engineer

1. Introduction

The mountainous areas, which account
for more than 80 percent of Nepal, pose both
technical challenges and high costs for building
roads across the country. The government
has spent large amounts of funding during
the last two decades to establish better links
with remote areas, which provide continuous
access throughout the year. The road system
requires regular maintenance, together with
safety improvements, to reach the same
standards as current network developments.
The road system has grown in length, yet
it still operates as an unstable system. The
Strategic Road Network contains multiple
sections that remain in poor condition because
maintenance work remains unfinished, while
engineering standards remain unaddressed
after rehabilitation efforts.

The road network of Nepal shows
permanent physical problems because its
pavementdesign standards were notdeveloped
to meet actual needs, and construction work
did not follow proper regulations, and it
suffers from severe weather conditions in the
Himalayas. The system currently operates
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without an established insurance system, which would enable fast rebuilding efforts
after complete structural breakdowns. The absence of risk-transfer mechanisms
compels organizations to depend on emergency public funding and international
support, which results in extended waiting times that disrupt financial balance and
hinder emergency repair processes.

The road sector in Nepal faces significant risk due to a lack of both insurance
and risk financing solutions. Nepal's road system operates without insurance, creating
financial risk for the government during emergencies, unlike in other nations that
insure their infrastructure assets. The study uses domestic and international evidence
to show that better insurance systems are needed to protect against high infrastructure
risks, which currently lack financial security.

2.  Current State of Road Infrastructure Risk in Nepal

The current lack of financial resources dedicated to road upkeep and safety
enhancements has resulted in transportation systems that jeopardize public
safety across all regions of Nepal. The highway assessments between Narayanghat
and Mugling demonstrate fundamental system flaws, which include insufficient
drainage systems, excessive use of undersized culverts, and complete system
failure during heavy monsoon rainfall. Mountain road design continues to utilize
narrow paths, which completely lack essential safety features like guardrails and
slope protection systems. The implementation of crash barriers has increased
safety in specific regions, but this improvement shows how unsafe those areas
were before protective measures were introduced. The network experiences
operational difficulties because its drainage system operates improperly, its
signage system gives users insufficient information, and its maintenance crew
works only on present issues without creating protective systems. Weather-
related damage affects unpaved roads, which make up a significant portion of the
network system. Paved roads deteriorate rapidly because their foundations lack
the strength to withstand climatic conditions.

The existing structural deficiencies create a greater problem because traffic
volume continues to rise. The total number of vehicle registrations has reached
unprecedented levels over the last twenty years, while all-weather road networks have
not kept pace with this growth. The surge in motorcycle traffic has led to higher traffic
levels, which in turn accelerate road surface deterioration and increase bridge loads
and road surface damage. Nepal lacks a system that integrates multiple elements to
track real-time traffic volume and road infrastructure performance, resulting in demand
that the system cannot handle. Safety features remain deficient on newly built roads,
which leads to an upward trend in accidents.
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The engineering-economic assessment shows that every infrastructure
shortcoming creates an unrevealed economic risk. The road system plays a vital role in
Nepal's development, yet the country faces significant financial risk due to inadequate
insurance coverage for existing roads.

3. Understanding Insurance Gaps

Despite the clear risk profile of Nepal’s roads, formal insurance coverage is
minimal. We identify four interlocking gaps in how insurance interacts (or doesn’t)
with Nepal’s road infrastructure:

3.1 Low Infrastructure Insurance Penetration

Insurance coverage for road infrastructure in Nepal remains extremely limited.
Public assets such as roads, bridges, and tunnels remain uninsured because there is
no legal requirement for insurance except when donor-funded projects require it.
Construction All Risk insurance and third-party liability coverage face inconsistent
application during construction work because cost limitations force projects to
transfer all responsibility to government entities. Nepal lacks institutional frameworks
to support infrastructure insurance pools that protect its assets after construction is
completed. The government uses public funds to cover all disaster-related damage
costs, including those from monsoon, earthquake, and civil disturbance events. This
demonstrates that the country has insufficient risk financing methods when compared
to standard international practices.

3.2 Absence of Risk-Based Pricing Mechanisms

Nepal's insurance market does not use risk-based pricing methods for its
road infrastructure system, even during construction. The standard methods
for insurance premium calculation do not consider the specific engineering and
environmental hazards that stem from terrain features, rainfall patterns, and traffic
load conditions. Limited regulatory standards, combined with limited access to
data, creates challenges that prevent the implementation of various pricing models.
The financial protection system does not offer reduced premiums as an incentive
for organizations to invest in resilience measures, such as slope stabilization and
enhanced drainage systems. This disconnect weakens the relationship between
market signals and safe infrastructure design and impedes the development of
sustainable insurance systems.

3.3 Weak Data and Risk Modeling Systems

Infrastructure insurance in Nepal faces major challenges due to the country's
lack of reliable, comprehensive data management systems. Road condition
information, crash incident data, and hazard exposure information are maintained as
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separate records by multiple agencies, with inconsistent documentation practices.
The lack of standardized assessment methods, centralized databases, and GIS-based
asset registers stops organizations from creating precise infrastructure risk maps.
Insurers cannot build effective risk models because they lack historical loss data and
predictive analytics for flood and landslide events. The process creates significant
uncertainty during underwriting, which leads to reduced insurance coverage across
the market.

3.4 Fragmented Institutional Coordination

The road sector in Nepal suffers from poor institutional coordination because
its main stakeholders, which include government bodies, insurance companies, and
regulatory authorities, work separately from each other. Engineering organizations
focused on construction and maintenance, whereas insurers managed financial
risk through their own methods. The existing system divided infrastructure design,
safety assessment, and risk financing into separate components, which prevented
organizations from using advanced financial tools such as catastrophe bonds and
insurance pool arrangements. The lack of a standardized system for handling road-
related hazards exacerbates the current deficiencies in insurance protection, data
management, and risk-based planning.

4. Key Challenges in Bridging the Road Infrastructure Insurance Gap
4.1 Geographic and Climate Risk

Thedifficult geography of Nepal, together withitsregular occurrence of landslides,
floods, and earthquakes, makes its road system particularly exposed to damage. The
creation of trustworthy actuarial models meets various obstacles because natural
disaster patterns do not show predictable behavior, there is insufficient historical
data, and climate change effects become more severe. The insurance market will
reach unsustainable premium levels because insurance companies will charge prices
that match actual risk levels, which will deter both insurers and public agencies from
participating in the market.

4.2 Informal and Reactive Risk Management

The road sector in Nepal manages risk through its current system, which
operates reactively by allocating financial resources only after disasters occur.
The system lacks proactive instruments because it needs risk pooling, catastrophe
bonds, and contingency financing mechanisms to function properly. Organizations
believe in handling emergencies through their existing systems because this
prevents them from relying on insurance to manage risks within predetermined
boundaries.
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4.3 Financial Constraints

Severe financial constraints hinder the implementation of insurance solutions.
The current budgetary limits, which do not cover basic operational costs, create
problems in funding insurance premiums. The domestic insurance market currently
operates with insufficient capital capacity, while large infrastructure projects require
extensive reinsurance coverage that has yet to be established.

4.4 Regulatory and Policy Gaps

Nepal needs a dedicated legal system that requires public infrastructure to have
insurance protection while creating financial benefits for this insurance requirement.
The current regulations only address private property and vehicle protection, while
national transport and road safety policies focus on construction activities and
enforcement measures instead of handling financial risks. The absence of unified
regulations between the engineering and insurance fields creates a barrier that
prevents the effective collaboration needed for developing infrastructure risk financing
solutions.

5.  Opportunities for Strengthening Insurance Integration

While the challenges are significant, recent experience and international practice
suggest several pathways to better integrate insurance into Nepal’s road infrastructure
management:

5.1 Parametric Insurance for Natural Hazards

Parametric (index-based) insurance provides Nepal with a workable solution
for its high-risk road system by enabling rapid payment when specific weather and
earthquake criteria are met, rather than waiting for damage assessment results. The
system delivers instant funds that emergency response teams need between their
disaster operations and their short-term restoration activities. The existing road
sector programs in Nepal can draw on their successful operational models to improve
road network resilience by enhancing monitoring capabilities with advanced hazard
information and sensor-based systems.

5.2 Risk-Based Engineering Design Incentives

Insurance mechanisms incentivize the development of resilient infrastructure
because their premium structure is tied to both engineering performance and risk-
reduction methods. The implementation of slope stabilization, enhanced drainage
systems, and safer road alignment will enable roads to achieve lower premium rates,
creating a financial advantage and engineering benefit for the project. The building
insurance method, which is used worldwide, remains largely unused in Nepal but has
strong potential to encourage safety investments before accidents occur.
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5.3 Public-Private Partnerships (PPP) with Insurance Transfer

The PPP frameworks enable organizations to establish insurance systems by
allowing the transfer of infrastructure risks to private partners and global reinsurance
markets. The implementation of mandatory insurance clauses, together with specific
premium mechanisms, in concession agreements will reduce state financial obligations
while improving project resilience. International development partners can create risk-
transfer structures through their design work.

5.4 Digital Risk Monitoring Systems

The integration of digital technologies, including loT sensors, GIS-based
asset mapping, and real-time monitoring platforms, establishes a powerful tool for
risk assessment and insurance underwriting within their operational framework.
Enhanced data accessibility will improve pricing accuracy and enable the development
of new insurance products, including usage-based and weather-indexed policies.
The development of these systems needs to proceed, as they play a crucial role in
addressing Nepal's road sector data deficiencies.

5.5 Linking Road Safety Investments to Insurance

There is strong potential to connect road safety investments with insurance
incentives. The combination of improved signage, enforcement measures and
pedestrian infrastructure development will reduce accident risks, resulting in lower
insurance expenses. Insurance schemes need to establish appropriate structures to
create rewards that benefit agencies that meet specific safety standards, while also
fulfilling safety and development goals through risk transfer.

5.6 Microinsurance for Rural Roads and Communities

Community-based microinsurance systems will improve local rural roads and
small infrastructure systems through their implementation at the community level.
The system provides immediate repair funds by collecting community risk data
and activating payments when rainfall exceeds predetermined thresholds. Existing
agricultural systems can enhance national strategies while strengthening decentralized
risk management capabilities, which Nepal needs to implement under its federal
system.

The combination of parametric insurance with risk-based pricing and
PPP integration, together with digital monitoring, safety-linked incentives, and
microinsurance solutions, forms a suitable approach to solving Nepal's infrastructure
insurance problem. The successful implementation of this project requires different
sectors to work together to build a sustainable risk financing system that functions
effectively across engineering, finance, and policy implementation.
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Policy Recommendations
Closing Nepal’s road infrastructure insurance gap will require deliberate policy

reforms and collaboration. Based on the above analysis, we recommend the following
priorities:

Mandate Infrastructure Insurance for Major Projects. The government should
require insurance for all large road and bridge projects funded by international
loans. The implementation of this requirement should begin with the construction
of new strategic highways and tunnels. The insurance should cover construction
hazards and at least the initial operational years. The coverage requirement,
which is a prerequisite for project approval, will drive market demand and build
product awareness.

Develop a National Road Risk Database. Establish a centralized data system
that integrates Department of Roads asset data, police crash reports,
meteorological events, and geohazard maps. The digital twin of Nepal's
road network will assist engineering planning processes and insurance
underwriting evaluation.

Promote Parametric and Catastrophe Insurance Products. The Nepal Insurance
Authority (NIA) should provide guidelines for parametric insurance coverage.
The system should establish officially recognized parametric triggers for road
construction, including rainfall index thresholds and seismic intensity measures.
The government could act as a first-loss backstop or provide initial premium
subsidies.

Enforce Risk-Based Pricing and Design Standards. The road design standards
need updates to incorporate climate resilience principles and to enable the
NIA to use them in its underwriting procedures. Insurers should use lower
rates to acknowledge "certified resilient infrastructure" according to the
first step of this process. The regulators need to establish rules that permit
or mandate insurers to use slope stability assessments and traffic models as
underwriting criteria.

Encourage Collaboration between Engineers, Insurers, and Policymakers. The
National Road Safety Council should establish a new working group comprising
Department of Roads engineers, insurance sector representatives, and officials
from relevant government ministries. The organization will manage training
programs to educate underwriters on Geotech concepts, fund collaborative
pilot initiatives, and assess legal barriers, including those related to public-sector

claims settlement.
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o Integrate Insurance into Climate-Resilient Planning. The planning documents
must identify insurance as an essential component of the resilience toolkit. The
updated National Adaptation Plan for Nepal's transport sector must include
references to risk financing instruments. The upcoming National Infrastructure
Plans and disaster risk management strategies need to include insurance as an
official financial mechanism. The policy framework will enable the acquisition of
donor funding together with private investment for insurance-based solutions.

These recommendations create an environment that enables insurance
innovation to develop while addressing Nepal's unique challenges. By treating
insurance as a strategic partner in road development, Nepal can transform risk into a
valuable resource for its planning processes.

7. Conclusion

The present condition of Nepal's road network requires immediate attention.
The system enables greater access to remote mountainous areas, which have achieved
substantial development but still face multiple natural-disaster threats, rising traffic
demands, and operational restrictions. The insurance industry maintains a passive
stance toward the existing risk situation, resulting in infrastructure breakdowns that
lead to economic losses and diminished connectivity.

The connection between infrastructure and risk financing must be established
as a fundamental requirement. Insurance serves as a financial instrument that
protects against disasters, yet it should also be an essential element in infrastructure
development and operational management. The combination of risk-based premiumes,
parametric insurance, and public—private partnerships bring additional benefits to
engineering solutions by promoting resilient design development and enabling quicker
financial recovery. The present value of economic expenses will decrease due to initial
spending on risk reduction, including improved infrastructure standards and insurance
coverage. The enhanced risk financing systems will help reduce the excessive impact of
road failures on disadvantaged communities.

Nepal requires a special legal system that provides public facilities for obtaining
insurance coverage, thereby generating financial advantages from this insurance
requirement. The existing regulations protect only private assets and vehicles, while
national transport and road safety regulations focus on construction operations and
enforcement methods, without addressing financial hazards. The lack of standardized
rules between the engineering and insurance sectors hinders the successful teamwork
required to develop infrastructure risk financing solutions.
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Abstract

This article aims to provide new investors
with limited market experience with the
knowledge and awareness needed to navigate
market noise, make informed decisions, and
avoid common pitfalls.

This article shows how the viral posts
related to the market published on social
media shape the investor's behavior and short-
term movements in the market. It shows how
psychological behaviors like herd behavior,

Gaurab Baral Fear of Missing Out, and overreliance on
Assistant Director (CA), informal sources contribute to the volatility of
Securities Board of Nepal the Nepalese Market.

This article further emphasizes the role
of Regulatory Bodies and the investors in
maintaining the integrity of the market. Most
importantly, it aims to provide the practical
knowledge and awareness to new investors.

In a market full of noise, this article
reminds readers of one simple truth.

Not everything that trends is worth
trusting.

"Buy It before the stock {......... ) hits the
upper circuit tomorrow”
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Its 10: 50 PM on Saturday, and A Facebook post notification pops up in one
of the retail investor's iPhone 17 Pro Max. The retail investor opens it and finds the
notification mentioning

Insider news, the stock {(.......) of (.......) hydropower is set to announce a massive
dividend. Do not miss it. Tomorrow, the upper circuit is guaranteed.

Within seconds, the post is flooded with 1000 reactions and 100 comments like

Source???

I am all set, what about the other guys.......

Already bought the stock, feeling happy with 99 others
Last chance, guys, do not miss it.

HAWA news, don’t go with it, hai guys.

By the time the market opens the next morning, thousands of retail investors
has seen the posts and the reactions and the comments therein. Now order begins to
pile up, and within the first hour the stock price jumps, sometimes reaching the upper
circuit limit. The excitement begins to spread further.

The one who shared the rumors now shares the screenshots, mentioning

| told you guys, see my Power
It’s always easy money
Now, Next Target +20% again tomorrow.

Cheers, guys, enjoy

However, after a few days, no official disclosures, no official news, and no
clarification from the company come to light regarding the massive dividend
announcement as mentioned above, and the prices begin to correct, which leaves
many late retail and other investors with losses and trapped in a situation.

And then new posts appear, mentioning

Why is it going down?

Big Investors and operators played?
Guys, | think we need averaging.

I am selling.

Should I stop loss????
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And just like that, a viral post moves the market.

The above-mentioned scenario is not hypothetical. It reflects the emerging
patterns in Nepalese Capital Markets, where the posts published in social media have
increasingly influenced investor behavior and the capital markets.

Introduction

In today’s digital world, information can travel faster than ever before. We can
see that a media post, whether it’s a tweet on X, a post on Facebook, TikTok, or even
a YouTube video, can reach millions of people within minutes of posting on the social
media platforms. Though these platforms have enhanced access to the financial
information required for the capital markets, it has also introduced a VIRALSENTIMENT,
a new and powerful driver of capital market behavior.

Changing Information Dynamics in Capital Markets

We have seen the time when the investors in the capital market studied and
analyzed the balance sheet, earnings reports, and macroeconomic factors, and relied
on the analysts, financial statements, institutional speeches, and research before
investing in the markets.

But now the time has changed. Today, many investors, mainly new entrants to
the capital market, rely on social media posts, reactions, and comments. Investors
seem to look for the Facebook groups, YouTube channels, and other online media
and forums just for investment ideas. In other words, the accuracy of the information
does not matter; the speed and the popularity of the information on social media
matter.

This shows that social media platforms have become the informal trading floors
where:

o Popularity has gained credibility
o Analysis failed with speculation
o Opinions of the popular ones mattered more than the official disclosures.

Here, we see the change of information dynamics. The markets no longer seem
to be driven only by authentic information, but also seem to run and be driven by the
attention seekers, digital sentiment, and collective perception.

Recognizable Patterns of Viral Social Media Posts Related to the Market

A Recognizable pattern is typically followed by the influencers on social media.
The well-known pattern has been tabulated below.
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SN Step Action Market Impact
1 |Trigger A post claims insider information Initial Spark of Interest
or highlights a hidden gem
2 | Amplification | Rapid Sharing across platforms Fear of Missing Out Begins
3 | Reaction Massive retail inflow and collective | Aggressive price
buying movement
4 | Validation The green candle proves that the | Sentiment wins,
narrative post was right and peaks, and the
fundamentals are ignored
5 | Correction Profit booking and the reality Price adjustment begins
check start from the intrinsic value

Why Investors follows the Viral Trends and Posts?

Let us open one of our social media accounts and scroll through one of the active
stock groups today. We will see and notice a pattern there. A single post by the poster
having thousands of followers claiming that “This stock {(.......) is about to fly” quickly
gathers momentum like comments, likes, shares, smileys.

And within a minute, what started as an opinion now begins to feel like a market
signal.

Now the question arises, why do so many people (let’s say investors) follow these
viral trends?

When we try to figure out the answer, we may find that the answer lies not just
in the market but in human behavior.

Some of the notable reasons why the investors follow the viral trends and posts
include
1. Herd Mentality

In today’s digital world, many investors find comfort in performing the activities
that other people are doing. When people, in other words, let’s say investors, appear
to be buying a particular stock, it creates an illusion of certainty.

The comments in the posts like 9@ fHfARg®T B, Bel T Tah ©° [Everyone is
buying, something must be there] start to feel convincing even though they lack the
strong and supporting evidence.

When we look at reality, the investors are often seen reacting to unverified
information. The investors feel that collective action is safer than independent thinking.
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2.  Fear of Missing Out (FOMO)

In today’s market, investors feel the pressure to act fast. As the market moves
quickly, the reaction on social media makes it feel the market is moving even faster.
When the investors see a post like the following, it creates a sense of urgency.

o RS AP Bfew fa, Wiy T o1 g A

. WIS T WD, TUE B AN T WH B

. R¥® = 89, There seems only return

o See the volumes, something big is happening

o Big players bought it and we retailers are sleeping, why ???
e 39 I Train g<v |

e g &P d Miss T o 8lgT

. Board Meeting today, something big is cooking
. Confirmed news from inside source, 8% T8 U= bl

The fear seems not just about losing the money, but it is all about missing the
opportunity that the other people or investors might capture. As a result, the FOMO
leads to rushed decisions, buying without analysis, and entering the market at an
already inflated price. Here, the investors did not chase the value; they chased the
momentum, which was driven by the hype.

3. Overreliance on Informal Sources

Popularity replaces the credibility factor. A social media post, whether it is on
Facebook, TikTok, or YouTube, if it contains thousands of likes or comments, then it
appears to be more trustworthy to the followers compared to a technical financial
report.

Many investors quickly unlock their smartphones and scroll to the Facebook
groups, YouTube channels, or TikTok lives and rely on the sources over there, which
might not be true.

Here, they feel that if many people are saying it, then that must be true, and that
concept or feeling becomes the guiding principle for them. The guiding principle then
replaces the critical analysis of the subject matter with social validation.

Limited access to professional search, an increasing number of new investors and
their desire to be rich quickly, and high dependence on friends, circles, social media
experts, and their networks encourage and lead the investors to follow the viral trends
on social media.
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Algorithm and Finfluencers in today’s market

Today, whenever we (those who are interested in market-related activities) try
to scroll our smartphones, we can easily find the market related contents. One of the
reasons for the rapid spread of market-related content is the algorithm and financial
influencers (finfluencers). An algorithm can be understood as a system that is used by
social media platforms to decide what content the users see. The posts that receive
more engagement, such as likes, shares, and comments, regardless of their accuracy,
are promoted by the algorithm. A post saying 100% sure the stock will hit the upper
circuit will spread faster than a careful analysis of the company's performance. This
means that the most exciting content becomes the most visible content, while the
correct and most accurate type of content goes in shadow.

Thisrole of the algorithm may have resulted in the growth and rise of finfluencers.
Afinfluencer, or financial influencer, is an online personality who offers advice, tips, and
guidance on how to manage money, invest wisely, and/or achieve financial goals. For
our article let’s say Finfluencers are the people who share stock tips and investment
advice online. Few finfluencers aim to educate the general investors, while many
other finfluencers operate without formal qualifications or regulatory oversight. They
build credibility through followers. They may have undisclosed personal interests in
influencing the investors. Their confidence and popularity make them seem and feel
like the experts of the markets, and as a result, investors seem to follow them without
guestioning their source.

Algorithm and influencers make a powerful combination. Algorithm pushes the
popular contents and finfluencers create engaging content, and together they create a
loop (visibility-Trust-Action- and more visibility), and this loop may move the market.

Investors need to bear in mind the role and effect of algorithms and influencers
before investing in the market based on the posts appeared in social media.

Information vs Misinformation

In today’s market environment, the distinction between verified information and
viral content is extremely important for investors. Verified information, though it may
take time to spread in the market, is reliable as they are based on official disclosures
and financial data published by the companies.

The viral content seems to spread quickly in comparison to the verified
information, and they seem to play with emotions rather than logic.

Access to information has been improved with the increasing use of social media,
but on the other side it has also increased the risk of misinformation.
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This characteristic has created a situation where investors must analyze the
speed and accuracy of the information when making investment decisions.

How viral posts are making markets more Volatile?

Today, most of the investors react to the market emotionally. These viral posts
take advantage of this emotion driven reactions among investors to increase the
volatility of the market. Some of the notable viral posts on social media, how the post

makes the market volatile, and their impact have been presented below.

Post in social media How the posts make
SN R Impact
(Examples only) the Market Volatile

1 |Upper Circuitis The post, when spread | The price of the stock
guaranteed tomorrow: |quickly, creates a is seen rising sharply
Source: Trust me, bro sudden buying pressure |within a short period of
(Insider News) as investors rush to time, thus increasing the

buy the stock without market volatility
proper verification.

2 |Big Dividend The post created a sense | If an official
announcement coming |of expectation, and the [announcement comes,
soon —don’t miss this  |investors acted on it. the market goes

This also leads to hype accordingly; if P? ﬁfﬁc'al
Source: #J 3R &5 |driven demand and, ;:izgszgfgftnsh:rs\;\fs,
ERICEED as a result, rapid price | resulting in losses and
increase. instability.

3 |Big Players have already |The post creates a sense |Here, the temporary
entered, Huge News of artificial confidence |price spikes, but soon
might be coming and results in attracting |the correction may be
Source: See the Brokers |the emotion-based retail | seen, which increases
holding. | see on investors to follow the |the overall market risk.
Facebook. rumored news.

4 | Double within the The post plays a positive | An increase in rapid
weeks, No risk at all, role. It promotes entry and exit of
Act fast, New finance short-term speculative  |the investors shows
minister favorable to the trading, increasing the |the frequent price
market soon. ] g ]

Source: The leader of rapid entry and exit of |fluctuations and reduces
the party supporting the |investors. market stability.

share market is going to

be the finance minister

soon.
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5 |Just sharing for This type of posts Unpredictability is
awareness... this quietly influences the increased as these
particular stock has investors while avoiding |types of posts tend to
huge upside potential direct responsibility, build demands that can
Source: The decision is |leading to gradual but  |suddenly reverse.
yours widespread buying

One thing we need to keep in mind is that the impact of viral posts published on
social media on the market is not the same for every investor. Viral content or posts
influence retail investors, particularly those who are new to the market. Institutional
and other rational investors take account of this type of viral post but rely more on the
structured analysis and therefore are less affected by short-term trends. Sometimes,
the institutional investors may even benefit from the volatility created by retail-driven
trading because they focus more on research and analysis.

Role of the Regulatory Body in Addressing the Viral Posts published on social media

In Nepal, the Securities Board of Nepal (SEBON) is the regulatory body for the
capital market and is established as per the Securities Act, 2063, to regulate and manage
the activities of the securities markets and persons involved in securities business by
regulating the issue, purchase, sale, and exchange of securities to develop the capital
market and protect the interests of investors in securities.

The Capital Market of Nepal is governed by the Securities Act, 2063, which was
drafted before the rise of social media, and contains provisions applicable to digital era
misconduct as well. Some of the major provisions that discourage the viral posts that
lacks the authentic source are

o Section 91 “Insider trading.”

J Section 94 “False trading.”

J Section 95 “Fluctuation in price.”

o Section 96 “To affect the stock exchange.”

J Section 97 “To supply the misleading statements.”

J Section 98 “Fraudulent transaction.”

J Section 99” Prohibition on transaction of securities by fraud or
misrepresentation

o Section 101 “Punishments.”

SEBON plays an important role in keeping the market fair, transparent, and safe
for investors, even when viral posts and online trends influence investor behavior.
SEBON'’s role now is not only limited to traditional types of supervision but also
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expanded to actively managing the risks arising from rapid information flow and social
media influence.

Some of the major roles of the regulator and how they can achieve the roles have

been tabulated as follows:

SN Roles How

1 | Maintaining When a viral post falsely claims “confirmed right shares, bonus
Market shares, and a huge cash dividend,” then the regulator should
Integrity step in to assess and prevent the misleading information

2 | Preventing When social media posts like “Big Players have already entered
Market the particular stock “start to attract the investors and start to
Manipulation |create an artificial demand, regulators should immediately

investigate such practice under the existing laws.

3 | Monitoring When the stock prices are seen suddenly rising after the
the Market trending posts appear on social media, the regulators should
Activity immediately analyze whether the movement is linked to

misinformation or speculation.

4 | Regulating When the unverified claims start to spread rapidly on social
information media, the regulators should issue warnings, guidelines, and
flow even take action if necessary

5 |lssue When there is the growth of online stock tips and influencers,
Rules and regulators can adapt to the new risks by introducing policies
Guidelines and directives that may include disclosure requirements and

communication standards.

6 | Protecting When new investors follow the viral trends without
Investors understanding the risk, then regulators should promote fair

practices and prevent emotional exploitation

7 | Promoting Whentoomuchrelianceis placed onsocial mediatipsand posts
Investors by the investors, then regulators, through financial literacy
Awareness programs, should educate investors and also encourage them

to verify the sources through official sources and channels.

8 | Enforcing laws | When false information and posts are used to manipulate
and taking prices, regulators should investigate violations and also
action impose penalties to maintain discipline. Regulators should

also take legal action to deter such behavior of using false
information and posts to manipulate prices
W G e 2 faR By
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9 | Adapting to When there is a rapid spread of digital content, the regulator
Technological |should also try to catch up with the pace of the digital era. The
Changes modern market needs modern tools, so regulators should also
adapt themselves to data analytics and monitoring systems.

Role of Investors in the Age of Viral Posts

Investors, in the market which is greatly influenced by social media, are not only
the participants but also seem to act as the active interpreters and the spreaders of
the information. Investors know that the viral posts are able to shape the trends of the
market. But they seem to know little that only the action of theirs turn their trends into
real market movements. Therefore, investors play a vital role in maintaining market
stability and protecting themselves from the misinformation that may arise from the
viral posts published on social media.

Some of the important roles of the investors and how they can achieve that role
have been tabulated below.

SN Roles How
1 | Verifying the Whenever the posts like
information Before “Right Shares, Bonus Shares, or Cash dividend is
Acting confirmed” is seen by investors, who should cross-check

the information with official disclosures and reliable
sources, and also should avoid acting on unverified claims

2 | Avoiding Herd Whenever the investors see the market related posts
Behavior with many positive comments, likes and shares, they
should pause and analyze before investing. They should
make independent investment decisions and should not
buy just because every other investor is buying.

3 | Controlling Emotions | Whenever the investors see a post like “Last chance
to buy before the stock hits the upper circuit”
Investors should not rush to buy the stock; they
should evaluate first. They should avoid panic selling
or panic buying, and also should focus on their goal,
whether the goal may be short-term or long-term

4 | Focusing on Investors should understand that the long-term value
Fundamentals of the stock comes from the company's performance,
so they should make an investment based on the

value, not based on the hype created by social media.
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5 | Being responsible Whenever investors try to forward or share the
while sharing rumors of the viral posts without checking, it can
information mislead other investors and eventually impact the

market. Investors should not spread unverified or
misleading information and should share accurate
and reliable insights and information only

6 | Learning and Staying | Investors should understand that continuous
Informed at all times | learning helps them to make better decisions, which
ultimately helps them to improve their financial
literacy and understand the market risk and behavior.

7 | Managing risk and Investors can manage the risk by avoiding putting
diversification all investments into the trending stocks. They can
diversify their portfolio and be cautious with the
speculative trades

8 | Trusting Official Investors can follow only the official announcements
Sources Over Social | made by the companies and should avoid depending
Media only on social media opinions.
Conclusion

The modern market today is seen to move not only on the basis of numbers,
reports, and disclosures, but also on the fast-moving digital sentiments like comments,
shares, and reactions on posts published in social media. Viral posts have resulted
in the speed, accessibility, and participation in the market on one hand, but in the
other hand, they have also made the markets more noisy, more volatile, and prone
to misinformation, thus creating confusion in decision-making. What needs to be
understood by us is that not everything that trends on social media are true, and not
every opportunity seen on social media is true.

In this type of environment, the role of the regulator, Securities Board of
Nepal, and the strength of the Securities Act, 2063, are vital in maintaining the
trust and fairness of the market, but what we need to understand is that the
Regulators and the Acts, rules and provisions framed alone cannot control the
emotions, hype, or herd behavior. The real responsibility to control lies in the
investors themselves.

Viral Posts, Volatile Markets shows how the market is changing with time. Instead
of resisting it, we need to adapt it responsibly. A balance of good regulation, informed
investors, and transparent information can help the market harness the speed of
information while safeguarding its integrity.
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In the end, the smartest move

J is not to act quickly but to think clearly
o Verify before trust

o Analyze before invest

J Pause before follow

Viral posts may move the market for a day, but it’s always truth, fundamentals,
and discipline that decide where the market will be staying.
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A. Introduction

Real Estate Investment Trusts (REITs)
is a legal structure that allow investors to
invest in real estate and infrastructure assets
without possessing the physical property by
the investors (NAREIT, 2024). The nature of
REITs is like the Mutual Funds where; REITs
pool funds from large numbers of investors
to invest in commercial properties and in
return investors receives income in the form of
dividend and interest at regular intervals (SEBI).
These Funds (i.e. REITs) in general invest in the
income generating real estate properties like
commercial shopping malls, corporate office,
hotels, industrial properties, roads etc. (SEC).
When an investment is done in these funds,
investors’ money is pooled together with other
investorsin a collective investment scheme that
invests in a portfolio of income generating real
estate assets. These assets are professionally
managed by management team of the REIT
and the revenue generated from these funds;
in general, the rental income as well as the
capital gains on sale of such properties are
distributed to the unit holder of REIT as a
dividend, interest and capital repayment after
adjusting the management fees to operate
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the REIT. The main difference between the REIT and real estate companies is that,
REIT acquires and develop its real estate properties with the aim of operating it as a
part of their investment portfolio while the other resells its properties after they are
developed.

According to National Association of Real Estate Investment Trusts (NAREIT);
worldwide representative voice for REITs and publicly traded real estate companies
shows there is significant growth in REITs worldwide, measuring total of 1021 traded
REITs at the end of 2024 in 42 countries and regions. The countries having adopted
REITs legislation represent 85% of global GDP along with total population of five billion
people (NAREIT, 2024).

B. Evolution

Phase Year Major Event What It Means
(AD)

1. Inception 1960 |REITs created by Dwight|Start of REIT concept; retail

D. Eisenhower investors can invest in large
real estate

2. Modern Era [1991 |Kimco Realty Corporation |Beginning of  scalable,
IPO + FFO defined institutional REIT model

3. Globalization | 2001 |REITs added to S&P 500 +|REITs  become  global;
Japan REIT launch mainstream asset class

4. Maturity 2016 |REIT market cap exceeds |Fully established asset class
S1 trillion with global recognition

5. Expansion  |2020+|China REITs + Emerging|REITs spread globally
markets growth

Source: NAREIT 2024

The REITs idea was first introduced in United States after the signing of REIT
Act in 1960. The scenario where investment on large scale enterprise was at the
reach of wealthy individuals, however with the introduction of REITs, general
people were able to invest in income-generating real estate. The modern phase of
REIT era began after the Initial Public Offering of Kimco Realty Corporation, which
became the first retail-focused REITs to list on a major exchange. The concept of
Funds from Operations (FFO) was adopted during the same period, basically is the
financial metric used in REIT to measure their financial performance in particular
reflecting how much a company generates from its core operations. In 2001,
REIT was incorporated into established capital markets through their inclusion in
major indices like S&P 500. Japan then introduced the REIT in 2001marking as the
significant move towards the global expansion. Globalization phase established
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REITs as recognized equity class which spread quickly to the Asian and European
region. With the acceptance and development of REITs, investors started to put
their money in real estate across the world where markets were evolving. REITs
has matured into a fully settled assets class by the year 2016 with total market
size exceeding one trillion. Real estate was given separate category under Global
Industry Classification Standards which helped REIT to become one of the core
components of investment portfolios. REITs were used widely as a tool of income
generation, inflation hedging and diversification from traditional assets like bonds
and equities. With its popularity, after 2020 it has experienced significant expansion
into the emerging economy like India and China. REITs by 2020 has not limited itself
to office and malls but the expansion took place on sectors like infrastructure, Data
Centers, Logistics, Telecommunications etc.

C. REIT Classification
1. By investment Strategy

These REITs are categorized g inestment strategy
based on how they generate ) A
Equity REITs Mortgage REITs Hybrid REITs
income. Equity REITS own and  owseese e i ST oemme o

manage  physical  properties gy adingstats
like commercial malls, offices,

Publicly traded Public non-listed Private REITs
residential apartments and they s mpaisetl Nfijq'dg: Iethutonat vestos
earnincome fromrent, in general. ;i sectors — Frse naret index
This kind of REIT is most common - Ceatdontil orfee st
type Of RE'T The neXt type Of Malls, strip centers Apartments, rentals Towers, business parks Warehouses, logistics
REIT is Mortgage (mREITs). These Health care Data centers Telecom Self-storage
kinds of REITS do not own their Hospitals, senior care Server farms, colocation Cell towers, fiber Storage facilities
own properties instead, they lend  temndesons - TRend O e s
money to real estate owners, or
they invest in mortgage-backed Wb ol TS AMUDRE

securities. They earn profit from
interest. The other type is Hybrid REITs, which combine both methods, i.e. these REITs
own properties and invest in mortgages, thus generating both interest and rent.

2. By Trading Status

This classificationis based on how they are being traded and accessed by investors.
Publicly traded REITs are listed on exchanges, are registered with the regulator and are
more liquid, making them available to general investors. Public non-listed REITs are
registered in exchange but are not traded. As the buying and selling is less flexible,
liquidity in this category is limited. Private REITs are not registered with regulators, and
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they are offered to High-Net-Worth Individuals. Transparency and liquidity both are
limited in this type of REITs.

3. By Sector

REITs are classified based on the type of real estate they invest (own or finance.)
in. Core sectors include retail (Shopping Mall, Strip Malls), Residential (Apartments,
Rental Housing), Office (Business parks, Premium Office Towers),Industrial (Warehouse
for e-commerce, Distribution Centre, Logistics),Healthcare (Hospitals ,Senior Living
Communities), Data Centre (Global Servers/Data centre, Cloud and IT infrastructure),
Telecom (Cell Towers across globe, Fiber networks and towers), Self-Storage (Public
Storage, Extra Space Storage), Lodging/Resorts (hotels such as Host Hotels & Resorts
— luxury hotels, and Park Hotels & Resorts), Timberland (Forests & wood production),
Gaming REITs (Casinos and Gaming facilities), and Diversified (multiple sectors such as
mixed assets & Global property portfolio). Mortgage (finances real estate rather than
own it) and Specialty REITs (niche assets such as movie theaters and entertainment,
agricultural land, and outdoor advertising).

D. Advantages of REITs

REITs emerged due to certain demerits of physical real estate. On REITs large
groups of retail investors can invest small amount in their deposits. As most of these
REITs are listed on exchanges, there is always an exit option for the existing investor.
New investors can also enter the market through their investment in the secondary
markets. In case of traditional physical real estate, when investor wants liquidity, all the
property must be sold, and it cannot be divided into parts while selling. So, the major
benefit of divisibility can be entertained by the introduction of REITs. Traditional real
estate investment is made in one or couple of properties in most cases, however with
the REITs the problem of concentrated portfolio is minimized, and the retail investors
can invest in a diverse portfolio across the world. In the REITs Net Assets Value is
declared regularly and investors know where their investment is made, this kind of
investment is more transparent. Since it is regulated by the regulatory authority of
respective regimes, it is more regulated than traditional real estate.

E. Disadvantages of REITs

One of the major cons of REITs is their tax disadvantage. There is general practice
that the income from REITs is taxed like an ordinary income is taxed, not like the
dividends from regular stocks. This decreases the net return of the customers. REITs
are also highly sensitive to changes in interest rates. When interest rate increases,
borrowing cost of the REIT increases, thereby squeezing their bottom lines. Since REITs
income are to be distributed (in general, at least 90 percent), it decreases the ability to
reinvest internally generated profit with which they must rely on equity/debt financing
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in every condition. Limited capital appreciation, stock market volatility are also the
disadvantages of REITs. Since REITs take debt to acquire and develop properties,
leverage can amplify market sometimes, but it also increases losses during downturns.
Many REITs are concentrated on single property which are prone to be affected by
structural shifts, which can be long-lasting and severe. There are also some regulatory
and policy risks as priority of government changes adhering the economic conditions
of particular time periods.

F. How Nepal Can Reap Benefits from the Implementation of REITs?

Nepal’s real estate sector is one of the leading components of the economy. As
the government is planning to attain annual growth rate of 7% for next five years,
aiming for per capita income of $3000 dollar and Gross Domestic Product nearing $100
billion in next five to seven years, the role of REITs cannot be ignored. Nepalese real
sector is driven by rapid urbanization in the Kathmandu valley (Kathmandu, Bhaktapur,
Lalitpur), major cities like Biratnagar, Pokhara, Hetauda, Nepalgunj, Bharatpur, which
in turn is demanding for residential and commercial properties. Despite having this
dominance, the real estate market in Nepal has remained inaccessible to the public
due to requirement of huge capital, illiquidity, and concertation risk. The formal
introduction of REITs can help to a larger extent to address these structural gaps.

a. Channeling Remittances into Productive Investment

As Nepal at this point of time is dependent on remittance. However, the liquidity
obtained from remittance is spent on daily consumption (food and lifestyle needs)
and on buying house/land and apartments at large. Though remittance has acted as
a safety net helping families service, reducing property and keeping economy vibrant
even during the crisis, the money not being invested in the productive sector does
not accelerate the economy towards the targeted growth. In the present scenario,
REITs can perform as an organized vehicle to redirect this flow. Rather than investing
their hard-earned money in speculative land purchases or idle cash holdings, Non-
Resident Nepalis (NRNs) and migrant employees could invest remittance income into
professionally managed and well-regulated, income-generating REIT portfolios. Having
done so, we can transform a consumption-based inflow into major capital formation
tool and thereby benefit the broader economy.

b.  Democratizing Real Estate for Retail Investors

Due to rapid surge in the land prices in the urban areas due to long lasting
political turmoil in the past decades, traditional real estate investment has been the
dream of normal citizens as this requires substantial capital. Adhering to the present
scenario, owning real estate is beyond the reach of middle-income earners and young
professionals. REITs basically can change this equation as it can make real estate
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investment accessible to retail investors who at individual level do not have financial
capacity to own the properties. This democratization could help retail investors to
participate on owning large commercial towers, Malls, Roads, warehouses, Marts on
their own through the purchase of small units from stock exchanges.

C. Deepening Nepal's Capital Markets

Nepalese Capital Marker, regulated by Securities Board of Nepal (SEBON) is still
at the cocoon stage. SEBON can play pivotal role and initiation to draft the regulatory
framework in REITs. With the effective implementation of REITs, the capital market
particularly dominated by traditional asset classes, can be a step stone for depth and
sophistication of Nepalese Capital Market. This could also help large institutional
buyers like insurance companies, provident and pension funds to match their Assets
with Liabilities in long duration.

d.  Attracting Foreign and NRN Investment

The implementation REITs can bring together both domestic as well as foreign
investment and thereby injecting liquidity into the real estate market. This injection can
boost construction works, generate employment and can help for economic growth.
As Nepal do not have provision of foreign direct investment in traditional real estate,
a well-regulated REIT can offer a better pathway for foreign investment too. Non-
Resident Nepalese could channel their investment into REIT and earn regular dividend
income and maintain economic ties with Nepal.

e.  Addressing the Liquidity Problem in Real Estate

A major challenge in Nepalese Real estate market is its illiquidity. Property owners
who wish to sell their properties could not fine prospective buyers. REITs resolve this
at the structural gap as investors can exit their position by selling REIT units on the
exchange rather than waiting for a property buyer.

f. Supporting Urban Development and Infrastructure

As the government is planning to attain annual growth rate of 7% for next five
years, aiming for per capita income of $3000 dollar and Gross Domestic Product
nearing $100 billion in next five to seven years, REITs mainly focusing infrastructure
and tourism could finance large-scale projects such as commercial towers/parks, hotel
complexes, and logistics centers and attain these targets. These development activities
create employment for thousands, from laborers to professionals.

g. Challenges That Must Be Addressed

The trail to a fully operating REIT market in Nepalis not clear. First, there should be
clear timeline from policy stakeholders to act on their respective behalf to implement
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REITs regulatory framework. Ministry of Finance, SEBON and other stakeholders should
act proactively with concrete path to make this functioning. Practical challenges like
transparency in property transactions, dual and inconsistent government regulations
must be resolved before operating REITs with huge investors’ trust. As Nepal do have
huge retail investors base in the capital markets and growing attraction of NRN in the
market, massive investor education, strong valuation standards, independent fund
managers, and a clarity on tax treatment for REIT benefit distributions are the things
to be addressed for a successful implementation of REITs in Nepal.

h.  Global Case Studies on REITs Implementation: Lessons for Nepal

Knowledge and experience of emerging economies can be important to build
roadmap in Nepalese Scenario. In this case India’s journey of REITs implementation
is particularly relevant. India introduced regulations in 2014 however market became
active with the listing of first REIT in 2019, i.e. Embassy Office Parks REIT (2019) and
thereby giving dividend yield of 6-8% (BSE India, 2019). The implementation ensured
high transparency, stable income flow and investor protection. Nepal having a similar
emerging market and increasing real estate sector can carefully study and take
reference to Indian regulatory framework.

i The Road Ahead

As many emerging economies are adopting REITs and having huge success, for
the growing economy like Nepal, the future of REITs looks favorable. With the clear
regulatory framework and huge investors education, REITs can attract significant capital.
The collaboration with the regulatory bodies and respective stakeholders Nepal can
reap the benefit from the REITs. Raising per capita income to $3,000 requires both GDP
growth and wider distribution of economic benefits within the population. REITs can
contribute to both dimensions simultaneously. On the income distribution side, REITs
can democratize real estate involvement and respective returns. On the employment
side, REIT projects generate jobs to all the value chains involved in REITs.

j- Conclusions

We cannot ignore the fact that Nepalese Real sector is one of the major asset
classes and the most economically unproductive one. There is propensity of storing
the wealth in the form land/property, which is idle and used in a limited way. REITs
as a structural mechanism can fix these problems by allowing retail investors to get
involved in REITs, making the real estate more liquid and channeling investment into
income generating properties. As observed from global market, REITs have evolved into
the matured and trustworthy asset class that enhances capital market depth as well
as domestic and foreign capital attraction. For Emerging economies like Nepal, REITs
can play a pivotal role for channeling the remittance to the productive and income
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generating sectors rather than just using it is household consumption and lifestyle
needs. However, to reap the benefits SEBON requires to build well defined regulatory
frameworks and mitigate the foundational challenges in collaboration with concerned
stakeholders. If this could happen, REITs can contribute to sustained economic growth
through employment creation and efficient distribution of capital.
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Stock Split: An Overview in Context of Nepal’s
Capital Market

Introduction

A stock split occurs when a company
divides its shares into smaller units, lowering
the price per share without changing the overall
market value, like cutting a cake into more
slices while keeping the same total amount.
For example, in a 2-for-1 split, one share worth
Rs 100 becomes two shares worth Rs 50 each,
leaving the investor’s total value unchanged.
While a split doesn’t alter market capitalization,
it can increase liquidity, make shares appear

Kul Chandra Rijal more affordable to retail investors, and signal
management’s confidence in future growth.
Acting Assistant Man?ge.r' Though some argue splits are less relevant
Nepal Stock Exchange Limited

(NEPSE) today due to fractional shares and institutional
investing, they still influence perception and
broaden accessibility, reshaping share price
and ownership units without affecting the

company’s worth.

Despite a stock split, changing the
number of shares and lowering the price per
share, the total value of an investor’s holdings
remains constant because the decrease in
price offsets the increase in shares, leaving the
company’s market capitalization unchanged
aside from normal market fluctuations. While a
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splitdoesn’tinherently alter acompany’s value, it can influence perception and liquidity
by making shares more accessible to smaller investors, broadening the shareholder
base, and improving ease of trading. In this way, stock splits reshape share price and
ownership units without affecting the company’s overall worth, while still signaling
confidence and encouraging wider participation in the market.

Stock Splits: Before and After
If a hypothetical company declared a 2-for-1 Stock Splits

Pre-Split Post-Split
Number of Shares 100,000 200,000
Share Price Rs 100 Rs 50
Market Cap Rs 10,000,000 Rs 10,000,000

Why Do Companies Split Their Stocks?

In an efficient market, a stock split should not affect a company’s market value or
an investor’s wealth, since market capitalization, ownership stakes, and fundamental
value remain unchanged—much like slicing a pizza into more pieces without increasing
its size. Yet research shows that stock splits often lead to short-term abnormal returns,
with companies experiencing an average 2% to 4% increase in value around the
announcement. This “announcement premium” suggests that, on average, split stocks
trade above their fundamental value, a phenomenon studied for decades with multiple
overlapping explanations proposed the following grounds:

The best trading range: Companies split their stock to keep the share price
within a perceived best range that balances the needs of different investor types. That
is, specific prices might appear strange or outlandish to investors.

Lower prices attract more investors: A lower post-split price is more accessible
to retail investors.

Liquidity hypothesis: As we've seen, many argue that stocks trading at lower
prices after a split are more liquid, attracting more investors and increasing trading
volume.

Signaling theory: Stock splits serve as a signal from company insiders of positive
prospects. Executives might be indicating their expectations of continued growth and
rising stock prices.

Attention hypothesis: Stock splits may attract media and analyst attention,
increase visibility and potentially drive demand for stock.
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Tick size hypothesis: In markets with fixed minimum price increments, i.e. tick
splits can effectively increase the relative tick size, potentially benefit market makers
and improve liquidity.

Behavioral Finance Explanations

Lower-priced shares after a split seem to be psychologically more appealing to
some investors, even though the company's fundamental value hasn't changed. This
relates to the concept of "nominal price illusion" that investors have a cognitive bias
to see lower-priced shares as more of a value, no matter that there's no change in the
stock's fundamentals.

These preferences aren't rational in a purely economic sense, as the nominal share
price shouldn't matter. Behavioral finance researchers have been particularly interested
in the stock split anomaly since it challenges the efficient market hypothesis (EMH)

Inaddition to a slight boost between the announcement and the split, researchers
have generally found "post-split drift," with "drift" being a term used for this and other
events. This refers to how, after a significant corporate event (stock splits and other
company announcements), there's still an effect even though, all things being equal,
there shouldn't be. This drift for forward stock splits means a slight bump in stock
prices afterward. Traders and experts have wanted to understand why. Specialists in
behavioral finance have argued that cognitive biases contribute to the announcement
premium:

o Anchoring bias: Investors might anchor to the pre-split price, perceiving the
post-split price as "cheaper."

o Availability bias: The increased attention from a split may make the stock more
"available" in investors' minds, potentially driving demand.

. "Gambling" preferences: When a company splits its stock, the lower post-split
price can make the shares appear more like a "lottery ticket" to some investors. An
investor might feel they have more upside potential owning 100 shares at Rs 200
each than one share at Rs 20,000, even though the total investment is the same.

o Overconfidence: Retail investors overestimate their ability to profit from
perceived "cheaper" shares post-split.

o Representative heuristic: Investors might associate stock splits with successful,
growing companies, leading to undue optimism.

The first obvious implication to remember is that while stock splits may generate
short-term price movements, they do not change a company's underlying value or an
investor's percentage ownership. The change should be cosmetic. That said, given the
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findings of an announcement premium, there might be prospects for taking advantage
of mispricing around splits.

Key Dates & Process of a Stock Split

In a stock split, there are three pivotal dates that investors should be aware of:
the announcement date, the record date, and the distribution date (also known as the
effective date).

J The announcement date is when the company's board publicly declares its
intention to split its stock, often causing an immediate market reaction.

o The Regulatory filing: Approval from Office of Company Registrar & respective
regulator like Nepal Rastra Bank (NRB), Nepal Insurance Authority (NIA),
Electricity Regulatory Commission (ERC). Finally, approval from Security Board of
Nepal (SEBON)

J The record date is the day the company determines which shareholders are
eligible to receive the additional shares from the split; investors must own the
stock before this date to participate in the split.

o Price Adjustment: On the ex-split date, NEPSE adjusted the share price to reflect
the stock split

J Finally, the distribution date is when the new shares are issued and begin trading
at the post-split price.

Legal Provisions in Nepal

Under Section 56 of the Companies Act, 2063 (Nepal), a company is granted the
authority to alter its share capital, provided such powers are permitted by its Articles
of Association and approved through a special resolution at the general meeting of
shareholders. This alteration may take several forms: the company may increase its
authorized share capital by issuing new shares, consolidate existing shares into larger
denominations, or divide them into smaller denominations (commonly referred to as a
stock split). Additionally, the company may cancel shares that have not been subscribed
or agreed to be taken, as well as shares forfeited under the Act. Importantly, any such
change requires shareholder approval through a special resolution, ensuring that
alterations to share capital are carried out transparently and with the consent of the
owners of the company.

According to Rule 42 of the Securities Registration and Issuance Regulation,
2073 (Nepal), the par value of securities is clearly defined to maintain uniformity and
transparency in the capital market. Rule 42(1) specifies that the face value of shares
shall generally be NPR 100 per unit, debentures shall carry a face value of NPR 1,000
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per unit, and units under collective investment schemes shall have a face value of
NPR 10 per unit. Rule 42(2) further provides flexibility for securities not covered under
these categories, stating that their face value shall be determined and prescribed by
the Securities Board of Nepal (SEBON) from time to time, based on the nature and
number of the securities.

Stock Split Practices in Nepal

In Nepal, the general practice for listed companies is to issue securities at
standardized par values prescribed by the Securities Board of Nepal (SEBON): shares
at NPR 100 per unit, debentures at NPR 1,000 per unit, and mutual fund units at NPR
10 per unit. This uniformity ensures consistency and transparency across the capital
market. However, there are notable exceptions among listed companies in NEPSE.
Hathway Investment Nepal Limited (HATHY) issues share with a par value of NPR
50 per unit, while Soaltee Hotel Limited (SHL) has shares with a par value of NPR
10 per unit in initial public offering (IPO). These exceptions highlight that, although
SEBON sets general rules, certain companies may operate under different par value
structures, often due to historical issuance practices or specific regulatory approvals.
This demonstrates both the standardized framework of Nepal’s securities market and
the flexibility allowed in special cases.

Stock splits are a relatively new concept in Nepal, and no company has yet
implemented them in practice. Although some companies listed on NEPSE have initiated
the process, regulatory approval issues have prevented these proposals from materializing.
Nepal Life Insurance Company Limited (NLIC), during its 20th Annual General Meeting
held on Magh 28, 2077, passed a special resolution to endorse a 2-for-1 stock split. This
proposal required approval from the regulatory body, the Nepal Insurance Authority (NIA),
after endorsement at the AGM. The resolution meant that the face value of each share
would be reduced from Rs. 100 to Rs. 50. In a 2-for-1 stock split, shareholders automatically
receive one additional share for each share they already hold, as the company halves the
face value of its stock. Following the AGM resolution, NLIC submitted the agenda to the NIA
for approval, but the regulator has not yet granted consent.

Similarly, NLG Insurance Company Limited, on Mangshir 24, 2081, proposed splitting
its shares, currently valued at Rs. 100 per unit. The company formally communicated with
the Nepal Insurance Authority, citing Section 56(2) of the Company Act, 2063, as the legal
basis for the proposal. However, the regulator has again withheld approval.

Conclusion

Stock splits are crucial in Nepal’s capital market as companies listed in NEPSE
like Bishal Bazar Company Limited (BBC), Bottlers Nepal (Terai) Limited (BNT), Bottlers
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Nepal (Balaju) Limited (BNL), Rastriya Beema Company Limited (RBCL) and Unilever
Nepal Limited (UNL) name few trade at very high prices, often between Rs 5,000 and
Rs 45,000 per share. Such prices block retail investors, reduce liquidity, and concentrate
ownership. Splitting shares lowers the nominal price without affecting valuation, making
them more affordable, boosting participation, and improving market efficiency. Though
fundamentals remain unchanged, splits enhance accessibility and investor confidence.

Stock splits are not yet a common practice in Nepal, reflecting the early stage
of capital market development and the cautious approach of regulators and listed
companies. However, as Nepal’s financial sector continues to expand, the necessity of
preparing a robust regulatory framework for stock splits becomes increasingly important.
Clear guidelines from the regulatory bodies and capital market regulator, Securities Board
of Nepal (SEBON) would ensure that stock splits are implemented transparently, prevent
misuse, and align with international best practices. Regulatory preparedness would
also involve strengthening disclosure requirements, enhancing investor education, and
ensuring that companies adopt stock splits as a tool for improving liquidity rather than
as a means of artificially influencing market sentiment. By proactively establishing the
legal and institutional groundwork, Nepal can create an environment where stock splits
contribute to market efficiency, investor confidence, and sustainable growth in the capital
market. Thus, while stock splits remain absent today, regulatory readiness is the key to
unlocking their potential in Nepal’s capital market landscape.

[e]e]e)
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Abstract

This study examines the role of
remittances in strengthening the household
economy in Nepal. Household consumption
expenditure and consumption expenditure
as a percentage of GDP are the selected
dependent variables. The selected
independent variables are remittance inflow,
remittance growth rate, consumer priceindex,
number of migrant workers, exchange rate,
unemployment rate, and education level of
households. The study is based on secondary
data covering the period from 1999/2000 to
2023/24. The data were collected from Bank
Supervision Report published by Nepal Rastra
Bank (NRB) and reports of the International
Monetary Fund (IMF), Central Bureau of
Statistics (CBS), Ministry of Finance (MoF),
and World Bank. The correlation coefficients
and regression models are estimated to test
the significance and importance of different
macroeconomic factors on the household
economy in Nepal.

The study showed that remittance inflows
has positive effect on household consumption
expenditure and consumption expenditure.
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It indicates that increase in remittance inflows leads to increase in household
consumption expenditure and consumption expenditure. Similarly, remittance growth
rate has negative effect on household consumption expenditure and consumption
expenditure. It means that increase in remittance growth rate leads to decrease
in household consumption expenditure and consumption expenditure. Likewise,
migrant workers has a positive effect on household consumption expenditure and
consumption expenditure. It shows that increase in number of migrant workers leads
to increase in household consumption expenditure and consumption expenditure.
Similarly, exchange rate has a positive effect on household consumption expenditure
and consumption expenditure, indicating that increase in exchange rate leads to
increase in household consumption. In contrast, unemployment has a positive effect
on household consumption. It implies that an increase in unemployment leads to
increase in household consumption. Additionally, CPI inflation has a positive effect on
household consumption expenditure and consumption expenditure. It indicates that
increase in CPl inflation leads to increase in household consumption expenditure and
consumption expenditure. Furthermore, household education level has a positive
effect on household consumption expenditure and consumption expenditure. It
indicates that increase in household education level leads to increase in household
consumption expenditure and consumption expenditure.

Keywords: remittance inflow, remittance growth rate, consumer price index,
number of migrant workers, exchange rate, unemployment rate, education level of
households, household consumption expenditure, consumption expenditure

1. Introduction

Remittances represent a critical financial flow that significantly bolsters the
household economies of manydeveloping nations. These transfers from migrant workers
serve as a vital source of income, enabling families to enhance their consumption,
invest in human and physical capital, and build resilience against economic shocks. The
stability provided by these funds is crucial, as they can function as an informal insurance
mechanism that allows households to maintain their consumption levels even during
periods of economic distress (Ajefu and Ogebe, 2019). Understanding the drivers
and impacts of these flows is essential for creating policies that support sustainable
economic development and improve household welfare. The volume of remittance
inflows directly impacts household welfare by increasing disposable income, which
in turn boosts spending on essential goods and services (Dey, 2022). The remittance
growth rate provides insight into the stability and momentum of these financial flows,
which can have broader implications for a country's economic progress. Consistent
growth in remittances can foster a stable economic environment that encourages
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investment and sustained consumption, positively impacting economic growth in
receiving countries (Dutta and Saikia, 2024).

Ojeyinka and lbukun (2024) investigated the nexus between remittances and
poverty in selected top recipient countries across Asia, Africa, and Latin America to
reassess the impact of remittances on poverty. The study concluded that remittance
inflows played a pivotal role in alleviating poverty in the selected countries in Africa,
Asia, and Latin America. Bayangos and Lubangco (2024) examined how remittance
recipients in the Philippines utilized these funds and what the impact of remittances
was on household consumption. Migrant households' immediate consumption
tended towards non-food items relative to non-migrant households. The growth of
remittances was positively influenced by the number of Overseas Filipino Workers
(OFWs), unemployment rates, and peso depreciation. Dutta and Saikia (2024) explored
the consequences of remittances on the growth of an economy by employing a panel
of 17 selected remittance-receiving Asian nations. The results indicated a long-run
association among the variables. The coefficient of remittances was found to be positive
and statistically significant, implying that remittances enhanced growth in these Asian
countries. Conversely, foreign direct investment had a negative and significant impact
on GDP per capita. The study concluded that remittances positively contributed to
economic growth in the selected Asian nations.

In the context of Nepal, Karki et al. (2024) investigated the impact of remittances
on Nepal's economic resilience. The study concluded that remittances played a crucial
role in Nepal's economy. While providing short-term benefits, the study highlighted
that remittances should not be relied upon as a long-term solution for the country's
economic challenges, and policy measures were needed to optimize the productive
utilization of remittances for sustainable economic development. Lamsal (2023)
explored the effects of remittance on private consumption expenditure in Nepal,
noting that approximately 80 percent of remittance received by households was used
for consumption purposes. The findings of this study indicated a positive and significant
relationship between remittances and private consumption in Nepal. The study
concluded that remittances positively and significantly affected private consumption
in Nepal.

The main purpose ofthe studyisto analyze the role of remittancesin strengthening
the household economy in Nepal. More specifically, it examines the impact of
remittance inflow, remittance growth rate, consumer price index inflation, number
of migrant workers, exchange rate, unemployment rate, and the education level of
households on household consumption expenditure and consumption expenditure in
Nepal.
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The remainder of this study is organized as follows. Section two describes the
sample, data and methodology. Section three presents the empirical results and the
final section draws the conclusion.

2. Methodological aspects

The study is based on the secondary data which were collected from 1999/2000
to 2023/2024. The main sources of data collected from the Bank Supervision Report
published by Nepal Rastra Bank (NRB) and reports of International Monetary Fund
(IMF), Central Bureau of Statistics (CBS), Ministry of Finance (MoF) and World Bank.
This study is based on descriptive as well as causal comparative research designs.

The model
HCE =B, + B, EDU, + B, EXR + B,CPI + B,MW + B_.RGR + BRI + B UER +¢€
CE/GDP = B, + B,EDU, + BEXR +B.CPI +B,MW +B.RGR +BRIt+ B UER +€
Where,

HCE = Household consumption expenditure as measured by the total monetary
outlay by households, Rs. in billions.

CE/GDP = Consumption expenditure as a percentage of GDP as measured by the share
of total national output represented by household spending, in percentage.

RI = Remittance inflow as measured by the financial transfers sent by migrants
to their home country, Rs. in billions.

RGR = Remittance growth rate as measured by annual percentage increase or
decrease in remittance flows, in percentage.

CPI = Inflation rate as measured by the average change in the prices of a fixed
basket of consumer goods and services over time, in percentage.

EDU = Education level of the household as measured by how literate household
members are or a country as a whole, in percentage.

MW = Number of migrant workers as measured by the number of household
members working abroad and regularly sending remittances, measured in
new labor permits issued per year.

EXR = Exchange rate is as measured by the value of the Nepali Rupee against
major foreign currencies, measured in NPR/USD.

UER = Unemployment rate is as measured by the labor force that is unemployed
but actively seeking work, measured in percentage.
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The following section describes the independent variables used in this study,
along with the hypothesis formulation:

Remittance inflow

Nguyen et al. (2021) confirmed that remittances reduce vulnerability and
promote consumption and education. Yameogo (2018) showed that remittance inflows
are directly linked to improved financial resilience in West African households. Ajefu
and Ogebe (2019) argued that remittances serve as informal insurance, sustaining
consumption levels during economic shocks. Based on it, this study develops the
following hypothesis:

H,: There is a positive relationship between remittance inflow and household
consumption expenditure.

Remittance growth rate

Azizi (2020) found that stable remittance growth contributes to smoother
consumption patterns. Tamang and Sharma (2020) examined remittance dynamics in
Nepal and conclude that steady growth rates boost economic expectations. Giuliano
and Ruiz-Arranz (2019) noted that rising remittances over time increase long-term
household spending confidence. Based on it, this study develops the following
hypothesis:

H,: Thereisa positive relationship between remittance growth rate and household
consumption expenditure.

Consumer price index

Mohd Bakri et al. (2017) found that remittance-driven consumption is highly
sensitive to inflationary pressures. Yaseen and Jordan (2019) concluded that higher
CPI erodes remittance benefits in Middle Eastern households. Manasseh et al. (2018)
highlighted that, in South Asia, inflation undermines the real effects of remittance
income. Rana and Khatri (2021) confirmed that CPI is negatively correlated with
household spending, particularly for remittance-receiving households. Based on it, this
study develops the following hypothesis:

H,: There is a negative relationship between CPI and household consumption
expenditure.

Education level of households

Kudamatsu and Yamauchi (2018) argued that better-educated households use
remittances more productively. Ajefu (2021) found that education levels determine
the allocation of remittance funds between consumption and investment. Sharma
and Thapa (2020) noted that in Nepal, educated households are more likely to invest
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remittances in human capital. Islam and Mondal (2023) showed that the effectiveness
of remittances in poverty alleviation is conditional on education levels. Based on it, this
study develops the following hypothesis:

H,: There is a positive relationship between household education level and
household economic strength

Number of migrant workers

Bonsu and Muzindutsi (2017) found that households with more migrants receive
more stable and substantial remittance flows. Acharya and Paudel (2021) observed
that households in Nepal with more than one migrant member show higher savings
and spending. Sabates-Wheeler et al. (2021) noted that number of migrant workers is
positively associated with both remittance inflow and asset accumulation. Based on it,
this study develops the following hypothesis:

H.: There is a positive relationship between the number of migrant workers and
household consumption expenditure.

Exchange rate

Olayungbo and Quadri (2019) found that exchange rate movements influence
remittance consumption behavior in Sub-Saharan Africa. Islam and Mondal (2023)
showed that remittance spending is amplified when local currencies depreciate. Poudel
and Sitaula (2021) in Nepal found a strong positive correlation between exchange rate
depreciation and household purchasing power. Bayangos and Lubangco (2024) noted
that stable and favorable exchange rates enhance the financial benefit of remittance
inflows. Based on it, this study develops the following hypothesis:

H,: There is a positive relationship between exchange rate and household
consumption expenditure.

Unemployment rate

Anyanwu and Andrew (2020) indicated that high domestic unemployment drives
international labor migration and remittance dependency. Baral and Shrestha (2021)
revealed a positive correlation between youth unemployment and remittance flows in
Nepal. Azam and Raza (2020) showed that countries with high unemployment are more
dependent on remittance-supported consumption. Tamang and Sharma (2020) found
that unemployment in Nepal’s rural areas is a primary driver of foreign employment.
Based on it, this study develops the following hypothesis:

H_: There is a positive association between unemployment rate and remittance-
driven household consumption.
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3. Results and discussion

Descriptive statistics

Table 1 presents the descriptive statistics of selected dependent and independent
variables during the period 1999/2000 to 2023/2024.

Table 1
Descriptive statistics
Variables Minimum Maximum Mean Std. Deviation

HCE 288.56 4612.99 1676.04 1325.37
CE/GDP 84.70 96.36 89.56 3.24
EDU 50.10 78.50 66.55 8.09
EXR 64.80 133.10 91.39 21.41
CPI 2.27 11.09 6.34 2.69
MW 35543.00 771327.00 340664.92 228334.29
RGR 0 339.24 26.32 71.04
RI 7.90 1445.32 473.47 422.95
UER 10.58 13.16 10.83 0.59

Source: SPSS Output
Correlation analysis

Having indicated the descriptive statistics, Pearson’s correlation coefficients are
computed, and the results are presented in Table 2.

Table 2

Pearson’s correlation coefficients matrix

Variables | HCE CE/GDP | EDU EXR CPI MwW RGR RI UER

HCE 1

CE/GDP | 0.584** 1

EDU 0.987** | 0.598** 1
EXR 0.909** | 0.493 | 0.883** 1
CPI 0.261 0.339 0.281 -0.037 1
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MwW 0.712** | 0.558** | 0.768** | 0.561** | 0.468 1

RGR -0.337 | -0.287 | -0.370 | -0.250 | -0.188 | -0.361 1

RI 0.968** | 0.590** | 0.985** | 0.835** | 0.344 | 0.803** | -0.315 1

UER 0.387 -0.050 0.338 0.369 -0.170 | -0.231 | -0.144 0.300 1

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

Table 2 shows that remittance inflows has positive relationship with household
consumption and consumption expenditure. It indicates that increase in remittance
inflows leads to increase in household consumption and consumption expenditure.
Similarly, remittance growth rate has a negative relationship with household
consumption and consumption expenditure. It means that increase in remittance
growth rate leads to decrease in household consumption and consumption
expenditure. Likewise, migrant workers has a positive relationship with household
consumption and consumption expenditure. It shows that increase in number of
migrant workers leads to increase in household consumption and consumption
expenditure. Similarly, exchange rate has a positive relationship with household
consumption and consumption expenditure, indicating that increase in exchange
rate leads to increase in household consumption and consumption expenditure.
In contrast, unemployment rate has a positive relationship with household
consumption. It implies that an increase in unemployment rate leads to increase in
household consumption. However, unemployment rate has a negative relationship
with consumption expenditure. It indicates that increase in unemployment rate
leads to decrease in consumption expenditure. Additionally, CPI inflation has a
positive relationship with household consumption and consumption expenditure. It
indicates that increase in CPI inflation leads to increase in household consumption.
Furthermore, household education level has a positive relationship with household
consumption and consumption expenditure. It indicates that increase in household
education level leads to increase in household consumption and consumption
expenditure.

Regression analysis

Having indicated the Pearson’s correlation coefficients, the regression analysis
has been carried out and results are presented in Table 3. More specifically, it shows
the regression results of remittance inflows, remittance growth rate, CPI inflation,
number of migrant workers, exchange rate, unemployment, and household education
level on household consumption expenditure.
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Table 3

Estimated regression results of remittance inflows, remittance growth rate, CPI
inflation, number of migrant workers, exchange rate, unemployment, and household
education level on household consumption expenditure

Regression coefficients of Adi
- .
Models | Intercepts R bar2 SEE F-value
EDU EXR CPI MW RGR RI UER
-0.337 0.112
1 0.97 0.15| 830.15
(1.302)|  (28.81)**
3.428 0.041
2 0.82 0.38| 104.61
(9.390)** (10.23)**
6.534 0.085
3 0.03 0.88 1.60
(14.053)** (1.266)
-2.222 0.75
4 0.49 0.64 22.65
(1.134) (4.759)**
7.218 -0.004
5 0.07 0.86 2.81
(37.013)** (1.677)
3.655 0.63
6 0.94 0.23| 329.34
(18.811)** (18.148)**
0.84 0.082
7 0.07 0.86 2.81
(0.587) (2.897)**
0.447 0.092 0.009
8 0.98 0.12| 645.19
(0.203) (14.383)**| (3.586)**
0.175 0.091 0.009 0.002
9 0.98 0.12| 410.49
(0.692) (10.337)**| (2.878)**| (0.201)
0.201 0.091 0.009 0.003 0.001
10 0.98 0.12| 292.49
(0.696) (8.564)**| (2.724)**| (0.198) (0.010)
0.212 0.092 0.009|  0.002 0.008| -0.021
11 0.98 0.13| 225.04
(0.480) (8.352)**| (2.590)**| (0.172) (0.143)| (0.261)
0.129 0.092 0.01| 0.002 0.001| -0.001 -0.002
12 0.98 0.13| 144.43
(0.270) (8.352)**| (2.561)**| (0.112) (0.008)| (0.266) (0.034)
0.596 0.092 0.010|  0.002 0.001| -0.001 -0.002 0.061
13 0.98 0.13| 144.43
(0.487) (8.352)** (2.457)*| (0.120) (0.008)| (0.266) (0.034) (0.417)
Source: SPSS Output

Table 3 shows that the beta coefficients for remittance inflows are positive
with household consumption expenditure. It indicates that remittance inflows has a
positive impact on household consumption expenditure. This finding is consistent with
the findings of Yameogo (2018). Likewise, the beta coefficients for CPI inflation are
positive with household consumption expenditure. It indicates that CPI inflation has
a positive impact on household consumption expenditure. This finding is similar to
the findings of Rana and Khatri (2021). Similarly, the beta coefficients for remittance
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growth rate are negative with household consumption expenditure. It indicates that
remittance growth rate has a negative impact on household consumption expenditure.
This finding is consistent with the findings of Giuliano and Ruiz-Arranz (2019). Likewise,
the beta coefficients for number of migrant workers are positive with household
consumption expenditure. It indicates that number of migrant workers has a positive
impact on household consumption expenditure. This finding is similar to the findings
of Acharya and Paudel (2021). Furthermore, the beta coefficients for exchange rate are
positive with household consumption expenditure which indicates that exchange rate
has a positive impact on household consumption expenditure. This finding is consistent
with the findings of Islam and Mondal (2023). Moreover, the beta coefficients for
unemployment are positive with household consumption expenditure. It indicates that
unemployment has a positive impact on household consumption expenditure. This
finding is similar to the findings of Anyanwu and Andrew (2020). Furthermore, the beta
coefficients for household education level are positive with household consumption
expenditure which indicates that household education level has a positive impact on
household consumption expenditure. This finding is consistent with the findings of
Sharma and Thapa (2020).

Table 4 shows the regression results of remittance inflows, remittance growth
rate, CPI inflation, number of migrant workers, exchange rate, unemployment, and
household education level on consumption expenditure.

Table 4

Estimated regression results of remittance inflows, remittance growth rate, CPI
inflation, number of migrant workers, exchange rate, unemployment, and household
education level on consumption expenditure

Regression coefficients of .
j.
Models | Intercepts R bar2 SEE F-value
EDU EXR CPI MW RGR RI UER
1 72.826 0.253 033 2.70 12.46
(15.306)**|  (3.529)*
2 82.068 0.083 0.22 2.92 7.40
(29.330)** (2.721)*
3 86.836 0.419 0.08 3.17 3.02
(52.058)** (1.736)
4 62.705 2.161 0.28 2.81 9.84
(7.321)** (3.136)*
5 89.95 -0.014 0.04 3.24 1.97
(122.760)** (1.404)
6 81.81 1.416 0.32 2.73 11.72
(35.323)** (3.423)**
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%
7 92.247 -0.25 0.04 3.38 0.05
(7.270)** (0.26)
3 71.952 0.287 0.015 0.30 2.76 6.00
(12.213)**|  (1.921)|  (0.263)
9 74.816 0.154 0.03 0.28 0.30 2.76 433
(11.403)**|  (0.769)|  (0.407)|  (0.993)
10 69.909 0.069 0.042 0.784 0.28 2.80 3.27
(7.049)**|  (0.289)|  (0.543) (0.668)
11 71.05 0.055 0.045 0.24 0.752|  -0.003 0.25 2.87 251
(6.588)**|  (0.221)| (0.563)| (0.796)|  (0.622)| (0.316)
12 58.087 0.353 0.036 0.260 1.002[  -0.001 1.697 0.22 2.93 2.05
(2.108)*|  (0.557)|  (0.432)| (0.840)|  (0.755)|  (0.041)|  (0.513)
13 114.694 0.442 0.014 0.19 1.865|  -0.006 0.127 -3.03 0.27 2.83 2.19
(2.458)*|  (0.717)|  (0.164)|  (0.625)| (0.802)|  (0.501)|  (0.038) (1.48)

Source: SPSS Output

Table 4 shows that the beta coefficients for remittance inflows are positive with
consumption expenditure. It indicates that remittance inflows has a positive impact
on consumption expenditure. This finding is consistent with the findings of Ajefu
and Ogebe (2019). Likewise, the beta coefficients for CPI inflation are positive with
consumption expenditure. It indicates that CPI inflation has a positive impact on
consumption expenditure. This finding is similar to the findings of Yaseen and Jordan
(2019). Similarly, the beta coefficients for remittance growth rate are negative with
consumption expenditure. It indicates that remittance growth rate has a negative
impact on consumption expenditure. This finding is consistent with the findings of Azizi
(2020). Likewise, the beta coefficients for number of migrant workers are positive with
consumption expenditure. It indicates that number of migrant workers has a positive
impact on consumption expenditure. This finding is similar to the findings of Bonsu and
Muzindutsi (2017). Furthermore, the beta coefficients for exchange rate are positive
with consumption expenditure which indicates that exchange rate has a positive
impact on consumption expenditure. This finding is consistent with the findings of
Olayungbo and Quadri (2019). Moreover, the beta coefficients for unemployment are
negative with consumption expenditure. It indicates that unemployment has a negative
impact on consumption expenditure. This finding is similar to the findings of Baral
and Shrestha (2021). Furthermore, the beta coefficients for household education level
are positive with consumption expenditure which indicates that household education
level has a positive impact on consumption expenditure. This finding is consistent with
the findings of Kudamatsu and Yamauchi (2018).

4. Summary and conclusion

In today’s global economy, international remittances are a critical financial resource
for developing nations, and their flow is often influenced by macroeconomic factors
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such as education levels, inflation, exchange rates, and unemployment. These private
monetary transfers from migrants are vital, often serving as a social safety net during
periods of economic hardship and contributing significantly to household welfare.

The major conclusion of this study is that remittance inflow and education level of
households have a positive effect on household consumption expenditure, indicating
that greater remittance inflows are associated with an increase in household spending.
Moreover, the exchange rate and the number of migrant workers have a positive effect
on household consumption. The consumer price index (inflation), remittance growth
rate, and unemployment rate all have statistically insignificant effects on household
consumption expenditure. The study concludes that remittance inflow and the
education level of households are the most influential factors explaining the changes
in household consumption in the context of Nepal.
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Foundational Concepts
Understanding Insurance Supervision

At its core, Insurance is a promise. A
promise made to the policyholders that when
uncertainty turns into loss, the insurers will
be there. A promise that you can pay a small
sum today, and tomorrow, when you need
it the most, the insurer will be ready. The
entire promise rests on trust, not just on the
insurer, but on the regulators to ensure that
the promises are credible. Supervision serves
as the mechanism through which this trust is
preserved over and over again.

Insurance supervision refers to the
oversight functions performed by a regulatory
body to ensure that insurance companies are
financially sound, well-governed, and treating
their customers fairly. It is not a passive activity.
Without credible and effective supervision,
insurers may take on risks they cannot manage,
engage in unhealthy competition among
themselves, or engage in practices that harm
policyholders. If supervisor fails to correct such
behavior, it can do real harm to the industry.
The harm includes but is not limited to unpaid
claims, collapsed institutions, and most
importantly a loss of public confidence which
can slow insurance market for years.
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Compliance-Based Supervision

For most of the time, the common model of insurance oversight was compliance-
based supervision. The logic was straightforward, regulators would write a set of
detailed rules about minimum capital, permitted investments, required reserves, and
reporting formats, etc. and then verify whether or not the insurers have followed
them. An insurer that submitted its forms on time, held the prescribed level of capital,
and kept its investments within approved categories was effectively considered a
supervised company and by extension was low-risk insurer.

This approach is clear, consistent, and easier to administer. Supervisors know
exactly what they are looking for, and insurers know exactly what is expected of
them. The rules provide legal certainty and levels the playing field for all insurers. For
early-stage insurance markets with limited regulatory capacity, compliance-based
frameworks have served a useful purpose.

But this model does come with some weaknesses. Compliance-based supervision
is inherently backward-looking. Meaning, it measures what has already happened, not
what might be building beneath the surface. It is also inflexible. A company that meets
every rule on paper can still be dangerously close to insolvency if the rules themselves
do not capture the full range of risks it faces. Perhaps most critically, compliance
frameworks tend to allocate supervisory attention uniformly. It applies the same level
of scrutiny to a small, simple insurer as to a complex, systemically important one. This
misallocation of limited supervisory resources is a fundamental flaw of compliance-
based supervision.

A concrete example should bring the problem into focus. Imagine an insurer that
consistentlyfilesits quarterly returns ontime, maintains capital at precisely the regulatory
minimum, and has never once been cited for a documentation deficiency. On paper, it
looks compliant. But that its reinsurance arrangements are with a counterparty whose
own financial position is deteriorating rapidly. Neither of these risks would necessarily
appear in a standard compliance checklist. Insurance failures around the have often
involved companies that were technically compliant with their regulatory obligations
right up to the point of failure. The rules were followed but the risk was simply not
where the rules were looking. Compliance based supervision also fails to fully deliver
on the promise of supervision as insurance sector, especially privately owned firms
operate at highly dynamic and competitive environment. They are always searching for
competitive advantage and may attempt to exploit existing rules to gain such advantage.
On the other hand, regulators are stuck behind as introducing new legislation is lengthy
and bureaucratic process. The regulation tends to lag behind industry developments
and will be stuck in a reactive position rather than proactive one.
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The Evolution to Risk-Based Supervision
What is Risk-Based Supervision?

Risk-based supervision (RBS) is a supervisory approach that focuses regulatory
attention on the risks that insurers face rather than primarily on whether prescribed
rules are being followed. It represents a conceptual shift from asking "Has the company
done what the rules require?" to asking "Is this company well-positioned to meet its
obligations, now and in the future?"

Under RBS, not all insurers receive the same level of supervisory attention. A
large, complex life insurer with high investment risk and a sophisticated product range
demands far more intensive oversight than a small insurer writing straightforward
insurance products. Resources follow risk. And more importantly, the supervisor's role
evolves from document checker to genuine risk overseer.

RBS does not mean abandoning rules. Minimum capital requirements, reporting
obligations, and licensing standards still forms the basis of insurance regulation. What
RBS does is supplement those rule-based floors with a continuous, forward-looking
assessment of risk that goes far deeper than any checklist can reach.

The Core Principles of RBS

Globally, RBS frameworks tend to cluster around five core principles that are
worth understanding in depth. The Risk Based Supervision Framework, 2080 by Nepal
Insurance Authority is consistent with these five principles.

The first is judgement-based supervision. Unlike compliance-based approach
where compliance is objective, RBS requires supervisors to form views about risk that are
inherently subjective. How severe is a particular insurer's pricing risk? Is its reinsurance
adequate? Even asking such question requires trained and experienced supervisors with
enough knowledge in major areas of insurance to paint a holistic picture. This is more
difficult task for regulators and is often the biggest challenge in emerging market.

The second principle is forward-looking assessment. RBS is inherently
prospective. Rather than simply looking at past performance, it asks questions like
where the insurer is heading, what risks are building, and so on. Most importantly, it
asks whether the company's current trajectory is sustainable. This forward orientation
demands tools like stress testing, scenario analysis, and dynamic financial modelling
that many regulators in developing markets are still building.

Third, RBS demands a focus on key risks, concentrating supervisory energy
where the potential for harm is greatest. This sounds obvious but runs against the
institutional instinct of many regulatory bodies, which default to treating all compliance
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requirements as equally important. Under RBS, a supervisor may consciously decide to
spend less time verifying routine reporting and more time on the investment portfolio
of a company showing early signs of unsustainability. This kind of prioritization requires
both analytical capability and institutional confidence.

The fourth principle is whole institution assessment. This means that supervision
should not focus on individual components of an insurer in isolation. The supervision
should consist of an overall picture of the organization as a complete and interconnected
entity. By taking a holistic view, supervisors can better understand how risks build-up
across the organization and how different functions interact.

Finally, principle of proportionality which ensures that supervision is calibrated
to the size, complexity, and risk profile of each institution. A rural micro insurer serving
low-income households should not face the same compliance burden as a multinational
composite insurer. Proportionality ensures that the intensity of supervision matches
the intensity of concern.

The Nepal Insurance Authority (NIA) RBS Framework
Overview of the NIA Framework

The NIA framework covers all classes of insurers operating in Nepal, including life
insurers, non-life insurers, and reinsurers. Its core purpose is to enable the Authority
to assess risk in a structured, consistent, and forward-looking manner, and to deploy
supervisory resources in proportion to the risk profile of each insurer. The framework
draws on established international models while making deliberate adaptations for the
Nepali market.

The Risk Assessment Framework (Step by Step)

The NIA's risk assessment process unfolds through a structured sequence of
analytical steps that together produce a composite picture of each insurer's risk profile.

The process begins with categorising insurers by impact on the insurance market.
In simpler words, it is the extent of the harm that could result from an insurer's failure
or misconduct. The NIA classifies impact rating into four categories: Very Significant,
Significant, Moderate, and Minimal. This classification is based on factors such as
the insurer's size, its share of the market, the nature of its policyholders, and the
degree to which it could be substituted if it ceased operating. Impact categorization is
foundational as it determines the intensity and frequency of supervisory engagement
before a single risk assessment has been conducted.

Based on the impact assessment, an insurer is chosen for RBS. The second step
involves identifying the significant activities of the insurer based on the business lines,
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functions, and operations that are most material to its risk profile. This step ensures
that the subsequent risk assessment is focused where it matters most, rather than
spread thinly across every aspect of the business.

Steps three and four move into the heart of the assessment: evaluating
inherentrisksand then examining the quality of governance and internal controls.
Inherent risks represent the gross exposure of the insurer before the mitigating
effects of management action are considered. Governance and controls which
encompasses board oversight, risk management frameworks, internal audit, and
compliance functions. Along with these, the financial resources in the form of
capital, liquidity and earnings are considered to paint the overall picture of the
company. Then the regulator determines how effectively those inherent risks
are being managed. The interaction between the two is what produces the net
risk rating.

From the net risk assessment, the NIA derives a composite risk profile for each
insurer and assigns a priority rating on a scale from one to five which determines the
supervisory response. Lower-rated insurers receive routine monitoring while higher-
rated ones face intensified engagement, mandatory remediation, or, in extreme cases,
formal intervention including liquidation proceedings.

The Shift from Compliance to Risk
What Changes for the Regulator

Implementing RBS requires a regulator to do a lot more than adopt a new
framework document. It demands a genuine transformation in how supervision
is conceived, organised, and practiced. The skills required of supervisors shift
dramatically and they would require a broad are of expertise. A compliance
inspector only needed primarily to know the rules and verify documents, an RBS
supervisor must understand financial analysis, actuarial concepts, investment risk,
governance principles, and conduct dynamics. They need to understand insurance
company as a whole and should be able to judge which area can lead to significant
risk in the future.

Rather than scheduled annual or biennial inspections, RBS calls for continuous
off-site monitoring supplemented by targeted on-site engagements triggered by risk
signals. Supervisors must develop the capacity to identify emerging concerns before
they become crises. This means building early warning systems, analysing financial
returns for anomalies, and maintaining enough institutional knowledge about each
insurer to recognize when something has changed. This is a fundamentally different
kind of regulatory work which requires boarder area of expertise.
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What Changes for the Insurer

From the insurer's perspective, RBS changes the nature of the obligation.
Compliance supervision creates a relatively contained set of requirements namely
produce the documents, hold the capital, file on time. Risk-based supervision asks
something more demanding for example, demonstrate that your institution is
genuinely well-managed, that your board understands and actively oversees your risk
profile, and that your management team can articulate how they identify, measure,
and respond to the risks you face.

The Three Lines of Defense model becomes central to how insurers organise
and demonstrate their governance. In the Three Lines of Defense Model, the first line
(business functions) owns risk, the second line (risk management and compliance)
provides oversight, and the third line (internal audit) provides independent assurance.
Under RBS, the supervisor will assess whether these three lines function effectively in
practice or just exist in paper. A compliance function that rubber-stamps management
decisions, or an internal audit team that lacks access to sensitive data, provides no
meaningful defense at all.

The responsibility of the Board increases in this environment. RBS places the
ultimate accountability for risk management squarely on the board, not the regulator.
Directors must be genuinely engaged with their institution's risk profile and must
challenge management assumptions. This makes management more accountable to
the board and promotes active board oversight to the company’s operations.

The Role of Judgement and Proportionality

The most important and most challenging aspect of RBS is the consistent exercise
of supervisory judgement. Every assessment involves a degree of subjectivity. Questions
like how serious is this particular risk? Is this governance arrangement adequate for an
insurer of this size and complexity? are asked on each assessment. Supervisors who
exercise judgement inconsistently i.e. rating similar risks differently depending on
the supervisor involved will undermine both the credibility of the framework and the
fairness of its application.

Managing this challenge requires investment in structured assessment
methodologies, peer review processes, and robust training programs. It also requires
institutional leadership that supports supervisors in making difficult judgements and
backs those judgements when they are challenged.

Proportionality, meanwhile, requires the discipline to resist the regulatory instinct
to treat all insurers the same. It is easier and safer from a perceived liability perspective
for a supervisor to apply every requirement uniformly. Proportionality asks supervisors
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to actively differentiate, to acknowledge that a microinsurer serving rural households
and a large composite insurer writing infrastructure risk are fundamentally different
institutions that require fundamentally different supervisory approaches. Getting this
right is both an analytical and a cultural challenge.

Implementing RBS in Emerging Markets
The Unique Challenges of Emerging Markets

The theoretical case for RBS is compelling. The practical challenges of
implementation in emerging markets are considerable, and it would be dishonest to
minimise them.

The most persistent constraint is capacity. Risk-based supervision requires
supervisors with skills in actuarial science, financial analysis, investment risk
management, corporate governance assessment, and increasingly, climate and
cyber risk. These are specialised areas of expertise that take years to develop, and
they are the skills that are in shortest supply in emerging market regulatory bodies.
A supervisory authority that can field a team of experienced actuaries, investment
analysts, and governance specialists is well-positioned for RBS. A regulator that is
managing a complex regulatory transition with a small and generalist staff faces
significantly greater difficulty.

Industry readiness is another significant variable. RBS is not something the
regulator does to insurers. It requires the active cooperation of the insurers. Insurers
must be able to provide the data that risk-based assessments require, must have
governance structures capable of engaging substantively with supervisors, and must
develop a genuine risk management culture rather than a compliance mentality. In
markets where many insurers are small, lightly staffed, and accustomed to minimal
regulatory engagement, building this readiness takes time and deliberate effort.

Data Gaps and System Limitations

Data quality is perhaps the most immediate practical obstacle. RBS depends on
reliable, timely, and consistent data from insurers. In many emerging markets, the data
infrastructure simply does not yet support this requirement. Many insurers maintain
policy records in multiple systems that do not communicate with each other. Rider
data may be stored separately from core policy records. Claims information may be
incomplete, inconsistently categorised, or delayed in submission. Naming conventions
may vary between departments, making aggregation unreliable.

These are not trivial problems. An insurer that cannot accurately tell a supervisor
how many policies it has in force, what its current claims development looks like, or
what its investment portfolio is worth makes effective risk assessment practically
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impossible. And yet the reality is that many insurers in emerging markets operate with
precisely these limitations.

The appropriate response is not to wait until data quality is perfect before
proceeding. Until regulators start taking actions, the status quo will not change. Rather,
regulators can begin by establishing clear data standards and reporting requirements,
engaging with insurers to improve the quality and consistency of submissions, and
developing analytical approaches that work with imperfect data while progressively
improving it over time.

Building Supervisory Capacity

Building the supervisory capacity needed for effective RBS is a medium-to-
long-term project. While perfecting it can take decades, there are strategies that can
accelerate the journey. Phased implementation i.e. introducing RBS for the largest and
most complex insurers first, then progressively extending it to smaller entities allows
supervisory teams to develop skills and refine methodologies in a context where the
stakes are highest and the learning is most intense.

Technical assistance from more advanced regulatory bodies and international
organisations can provide both expertise and frameworks that would take years to
develop independently. The IAIS, regional supervisory associations, and similar
organizations have all played important roles in supporting RBS transitions in emerging
markets. Peer learning arrangements where supervisors from one jurisdiction
shadow their counterparts in another can be particularly valuable in building practical
competence.

Investment in actuarial capacity deserves special mention. Actuaries are at the
heart of insurance risk assessment, and a regulatory body without actuarial expertise
is fundamentally limited in its ability to evaluate reserving adequacy, pricing risk,
or the appropriateness of an insurer's capital position. Where it is not yet possible
to hire qualified actuaries directly, engaging consulting actuaries on specific review
assignments can bridge the gap while longer-term capacity is built.

Challenges for Emerging Markets

Regulatory history offers a familiar pattern when major supervisory reforms are
introduced: an initial burst of enthusiasm, followed by the sobering discovery that
implementation is harder than the framework document suggested, followed by a
realistic recalibration. Several pitfalls tend to appear with particular regularity in RBS
transitions.

Attempting to switch from Compliance based supervision to RBS overnight
would be incredibly challenging. RBS frameworks are comprehensive by design, but
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comprehensive implementation on day one is rarely achievable. Regulators that try
to deploy every element of the framework at once i.e. impact categorisation, risk
assessment, governance evaluation, priority rating and supervisory action planning can
find themselves overwhelmed, producing assessments that are technically complete
but analytically shallow. A phased approach, focused first on high-impact insurers and
the most material risks, is almost always more effective.

Neglecting communication with the industry is another common mistake. If
insurers do not understand what the new supervisory approach requires of them,
then the transition will generate confusion, resistance, and ultimately lower quality
assessments. Regulators should have early and ongoing engagement with the industry
for effective RBS implementation. Important thing to note as a regulator is the
communication not just with select few insurers but with the overall industry. During
early implementation, large numbers of issues from both insurers and regulator’s
perspective will be found. It is very important that these issues along with potential
solutions is regularly communicated with the insurers.

Another common clash between RBS and compliance-based supervision is that
the latter is structured in a way that a small department can focus on particular issue
and there are numerous such departments that can focus on small piece of the pie.
On the other hand, RBS focuses on the entire company which clashes with the normal
working practices of regulatory body. RBS requires immense coordination between
departments of the regulators which will increase the workload of the regulators. This
increased workload, along with limited and distributed responsibility can lead to sub-
par reports and shallow supervision.

Conclusion and Key Takeaways
Summary of Main Points

The journey from compliance-based to risk-based supervision represents one of
the most significant shifts in insurance regulatory practice over the past two decades.
Compliance based supervision was concerned with one thing: whether rules had been
followed or not. RBS asks a more demanding question. Is the insurer genuinely safe?
Is the insurer accounting for all the possible risks, both current and future? Does the
business culture genuinely support sound risk management, or does it merely give the
appearance of doing so?

Also, the old framework did not make allowance for scale or complexity and
promoted uniformity. A small micro insurer and a large life insurer were measured
against the same standard. RBS directs its attention based on where real risk exists
rather than applying a uniform response across the board.
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The most important difference is that compliance-based supervision was
periodic and retrospective. It examined what had already occurred. RBS maintains a
continuous presence oriented towards what is emerging. It is fundamentally different
way of thinking about oversight.

Progress in insurance supervision rarely follows a straight line. The challenges of
implementation in emerging markets are real. Data gaps, capacity constraints, industry
readiness, and institutional culture all present genuine obstacles. Frameworks get
adopted, then reality hits. They get tested, broken a little fixed, and adapted. What
matters is not the perfection of the framework at inception but the seriousness and
commitment to making it work over time. The move to risk-based supervision is, at
its heart, a move toward greater honesty about what regulation is actually trying to
achieve: not the filling of forms, but the protection of people.
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Background

Etymologically, Big Data refers to massive,
complex, and rapidly growing datasets that
traditional data processing software cannot
manage, and comprises of 3 V’s, i.e., high
volume, velocity, and variety. Furthermore,
Machine Learning is the subset of Artificial
Intelligence (Al) that uses algorithms to
identify patterns in big data for forecasting
and decision-making without being explicitly
programmed for every scenario, whereas
Al is a broader concept of machines acting
intelligently, utilizing ML to improve, optimize
and automate tasks.

The integration of Big Data, Machine
Learning, and Artificial Intelligence can
be best understood as a hierarchical and
interdependent system in which each
component builds upon the other. Big Data
serves as the foundational layer by providing
large volumes of structured and unstructured
data. Machine Learning operates on this data
to identify patterns and generate predictive
insights, while Artificial Intelligence utilizes
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these insights to automate and optimize decision-making processes. Without Big Data,
Machine Learning lacks sufficient input to generate meaningful results, and without
Machine Learning, Artificial Intelligence cannot function effectively. Therefore, the true
value lies not in these technologies individually, but in their combined and coordinated
application within the insurance ecosystem.

Transition from Traditional to Data-Driven Insurance

The Nepalese general insurance industry has historically relied on traditional
actuarial techniques that are largely deterministic and based on aggregated historical
data. However, the integration of Big Data and Machine Learning will gradually transform
this approach into a more predictive and dynamic system. Instead of relying solely
on past averages, insurers can now analyze granular, real-time data to forecast future
risks more accurately. This shift will act as an enhancement, rather than elimination
of actuarial science, which incorporates advanced analytics, thereby improving the
precision and responsiveness of insurance operations.

Transformation of Underwriting Practices

Underwriting, which is central to insurance operations, is undergoing a significant
transformation with the adoption of these technologies. Machine Learning models can
analyze large datasets to estimate the probability of claims and classify policyholders
based on risk profiles. Artificial Intelligence further enables automated underwriting
systems that can process applications in real time with minimal human intervention.
In the Nepalese context, this reduces reliance on manual processes, minimizes human
error, and accelerates policy issuance, making the system more efficient and scalable.

Claims Management as a Key Impact Area

Claims management represents one of the most visible and impactful areas of
technological integration in the insurance industry. Artificial Intelligence can automate
the claims process by analyzing documents, images, and historical claim patterns,
thereby significantly reducing processing time from say, 10 to 15 minutes required
for each file settlement to 5 minutes. Machine Learning algorithms can also detect
anomalies and flag potentially fraudulent claims, which is particularly important
in maintaining financial stability. In Nepal, where trust in insurance systems is still
developing, faster and more transparent claim settlements can play a crucial role in
improving customer confidence and industry credibility.

Operational Efficiency and Risk-Based Segmentation within Tariff Constraints

In the Nepalese general insurance industry, where many products are governed
by tariff-based pricing structures, the scope for direct price differentiation is limited.
However, the integration of Big Data, Machine Learning, and Artificial Intelligence
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still enables significant improvements in operational efficiency and risk-based
segmentation. Insurers can use these technologies to classify policyholders into refined
risk categories, optimize resource allocation, and enhance portfolio management
without altering regulated premium rates. Additionally, process optimization through
automation reduces administrative costs and improves turnaround times, thereby
strengthening overall operational performance even within tariff constraints.

Enhancing Financial Inclusion

One of the most significant implications of integrating these technologies in
Nepal is the potential to improve financial inclusion. A large portion of the population
remains uninsured, particularly in rural areas. Digital platforms powered by Artificial
Intelligence, such as chatbots and automated advisory systems, can extend insurance
services to underserved populations. Additionally, the reduced operational costs
associated with automation make it feasible to offer microinsurance products, thereby
increasing accessibility and affordability.

Role of the InsurTech Ecosystem

The emergence of InsurTech initiatives in Nepal is playing a crucial role in
facilitating the adoption of Big Data, Machine Learning, and Artificial Intelligence. These
organizations act as intermediaries that bridge the gap between traditional insurance
companies and modern technological solutions. By fostering innovation, collaboration,
and digital transformation, the InsurTech ecosystem is accelerating the integration of
advanced technologies into the insurance sector and enabling companies to modernize
their operations.

Data as a Strategic Asset

In the evolving insurance landscape, data is no longer merely a byproduct of
business operations but a critical strategic asset. Insurance companies are increasingly
leveraging both internal data, such as policyholder records and claims history, and
external data, including environmental, social, and behavioral information. This shift
signifies a transformation in which insurers are becoming data-driven organizations
where competitive advantage is determined not only by financial resources but also by
the ability to collect, process, and analyze data effectively.

BUILDING ON FURTHER APPLICATIONS IN THE CONTEXT OF NEPAL

While the conceptual relevance of Big Data, Machine Learning, and Artificial
Intelligence is well established, their true value in the Nepalese general insurance
industry lies in context-specific applications. Given Nepal’s unique socio-economic
structure, geographical diversity, and regulatory constraints, the adoption of these
technologies must be tailored rather than directly imported from developed markets.
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1. Risk Assessment Using Alternative and Non-Traditional Data

Traditional underwriting in Nepal relies heavily on proposal forms, limited
historical claims data, and manual inspection reports. However, this approach often
fails to capture real-time and location-specific risk exposure, particularly in a country
prone to natural disasters such as floods, landslides, and earthquakes.

Big Data enables insurers to incorporate alternative data sources, such as:

o Satellite imagery for flood and landslide risk mapping
o Weather data (rainfall intensity, temperature patterns)
o Geographic Information Systems (GIS)

o Mobile usage patterns and digital footprints

For example, in agricultural insurance (a critical segment in Nepal), insurers can
use satellite-based vegetation indices (e.g., NDVI) to monitor crop health. Instead of
relying solely on field surveys, Machine Learning models can predict crop yield loss
based on deviations in vegetation patterns. This reduces dependency on manual
verification and minimizes moral hazard.

Similarly, for motor insurance, telematics data (even in a basic form, such as GPS-
enabled tracking) can be used to assess driving behavior, speeding patterns, braking
intensity, and route risk. Although telematics penetration is currently low in Nepal, even
partial adoption (e.g., fleet insurance) can significantly improve underwriting accuracy.

2.  Fraud Detection: A High-Impact Use Case in Nepal

Insurance fraud remains an underreported but materially significant issue in
Nepal. Common fraud scenarios include:

o Inflated claims (overstating damages)
o Duplicate claims across insurers
° Misrepresentation at policy inception

o Collusion between surveyors and policyholders

Machine Learning models, particularly anomaly detection algorithms, can
identify patterns that deviate from normal behavior. For instance:

o Claims filed shortly after policy issuance
o Repeated claims from the same geographic cluster

o Unusual claim amounts relative to policy coverage

o AR < faan




s, 2003 @) srae dian

NEPAL INSURANCE AUTHORITY

A practical example in the Nepalese context:

If multiple policyholders from the same locality report similar crop damage
within a very short timeframe, ML models can flag this cluster for further investigation.
This does not imply fraud outright but introduces risk-based prioritization, which is far
more efficient than random audits.

Natural Language Processing (NLP), a subset of Al, can also be applied to analyze
claim descriptions and surveyor reports, identifying inconsistencies or suspicious
language patterns.

3. Claims Automation with Computer Vision

Claims processing in Nepal is still largely manual, involving physical documents,
photographs, and surveyor assessments. Artificial Intelligence, specifically computer
vision, can transform this process.

For motor insurance:

J Policyholders can upload images of damaged vehicles via mobile apps

J Al models can assess damage severity

J Estimated repair costs can be generated instantly

This reduces claim settlement time from days (or weeks) to potentially near real-
time processing for low-severity claims.

In property insurance:

J Al can analyze images of damaged buildings after events like earthquakes

or floods

J Damage classification models can categorize loss severity (minor, moderate,
total loss)

Given Nepal’s terrain and accessibility challenges, reducing the need for physical
inspection is a major operational advantage.

4. Predictive Analytics for Portfolio Management

Beyond individual underwriting and claims, Machine Learning can enhance
portfolio-level decision-making.

Insurers can build predictive models to:
J Estimate expected loss ratios by segment
J Forecast claim frequency and severity trends

o Identify underperforming product lines
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For example:

An insurer may observe that motor insurance policies issued in urban areas like
Kathmandu show increasing claim frequency due to traffic congestion. ML models can
guantify this trend and support decisions such as:

o Tightening underwriting guidelines

o Adjusting deductibles (within tariff constraints)

° Revising reinsurance strategies

This shifts the industry from reactive reporting to proactive risk management.

5.  Customer Segmentation and Behavioral Analytics

Even within tariff-based pricing systems, insurers can use Big Data to improve
customer segmentation and engagement strategies.

Using clustering algorithms (e.g., K-means, hierarchical clustering), policyholders
can be grouped based on:

° Claim behavior

o Policy renewal patterns

o Product usage
o Demographic and geographic characteristics
This enables:

o Targeted marketing campaigns

o Cross-selling (e.g., bundling motor + health + property insurance)
o Retention strategies for high-value customers

For instance:

Customers with consistent renewal behavior and low claims history can be
identified as low-risk, high-value segments, and insurers can prioritize service quality
improvements for these groups.

6.  Microinsurance and Financial Inclusion Through Al

A significant portion of Nepal’s population remains uninsured due to:
o Low income levels

° Limited awareness
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J Accessibility barriers

Al-powered platforms can address these issues through:

o Chatbots in local languages (Nepali and regional dialects)
J Automated policy recommendations based on user input
J Simplified onboarding processes using mobile devices
For example:

A farmer in a rural district can interact with a chatbot to understand crop
insurance products, receive premium estimates, and purchase a policy, all without
visiting a physical branch.

Machine Learning models can also help design microinsurance products by
analyzing:

o Income variability

o Seasonal risks

J Regional exposure patterns

This makes insurance more contextual, affordable, and scalable.

7. Dynamic Risk Monitoring and Early Warning Systems

One of the most transformative applications of Big Data is real-time risk
monitoring.

In Nepal, where natural disasters are frequent, insurers can integrate:
J Real-time weather data

J River flow levels

o Seismic activity data

Machine Learning models can then generate early warning signals, enabling
insurers to:

o Alert policyholders in high-risk zones

o Pre-position claims response teams
o Estimate potential aggregate losses in advance
For example:
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If heavy rainfall is detected in flood-prone regions, insurers can proactively notify
insured clients and prepare for claim surges. This shifts insurance from a purely reactive
model to a preventive and responsive system.

8.  Reinsurance Optimization Using Advanced Analytics

Reinsurance is critical for Nepalese insurers due to exposure to catastrophic risks.
However, reinsurance decisions are often based on simplified assumptions.

With Big Data and ML:

o Catastrophe models can be refined using local data
o Loss distributions can be simulated more accurately
o Optimal retention levels can be determined

For instance:

Instead of relying solely on historical averages, insurers can simulate thousands
of scenarios using stochastic models enhanced by ML, improving:

o Treaty structuring
o Capital allocation
o Risk transfer efficiency

9. Operational Process Automation (RPA + Al Integration)

Robotic Process Automation (RPA), when combined with Al, can automate
repetitive back-office tasks such as:

o Data entry
o Policy issuance
° Document verification

In Nepal, where many insurers still operate on semi-digital systems, this
integration can significantly reduce:

o Processing errors
o Operational costs
o Turnaround times

For example:
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Al can extract data from scanned proposal forms using Optical Character
Recognition (OCR), while RPA systems input this data into core insurance systems
automatically.

10. Building a Data Ecosystem in Nepal

For these applications to be effective, Nepalese insurers must move toward a
data ecosystem approach, which includes:

o Centralized data warehouses
o Data standardization across insurers
o Collaboration with external data providers (e.g., meteorological

departments, telecom companies)

Currently, data fragmentation is a major barrier. Without integration, even the
most advanced ML models will produce limited value.

A potential industry-level initiative could involve:
J Shared fraud databases
o Industry-wide claims repositories

J Regulatory-supported data exchange frameworks
Implementation Roadmap for Nepalese Insurers
To move from theory to practice, a phased approach is essential:

Phase 1: Foundation Building

. Digitization of records
o Data cleaning and standardization
o Basic analytics adoption

Phase 2: Targeted Use Cases

J Fraud detection models
o Claims automation pilots
o Customer segmentation

Phase 3: Advanced Integration

J Predictive underwriting
o Real-time risk monitoring

o Al-driven decision systems
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Phase 4: Ecosystem Expansion

o InsurTech partnerships
o Data-sharing frameworks
o Embedded insurance models

Challenges in the Nepalese Context

Despite the significant potential benefits, the integration of Big Data, Machine
Learning, and Artificial Intelligence in Nepal’s general insurance industry faces several
context-specific challenges. One of the primary constraints is the limited availability
of high-quality and standardized data, as many insurers still rely on fragmented and
partially digitized records. The tariff-based regulatory environment, while ensuring
pricing uniformity, can reduce incentives for innovation in data-driven pricing models.
Additionally, there is a shortage of skilled professionals with expertise in data science,
actuarial analytics, and artificial intelligence, which limits the effective implementation
of advanced technologies. Regulatory frameworks related to data governance and
privacy are still evolving, creating uncertainty in data utilization. Furthermore, legacy
systems, organizational inertia, and resistance to technological change continue to
slow the pace of digital transformation within the industry.

Ethical and Risk Considerations

The use of Artificial Intelligence in insurance also raises important ethical
considerations. Algorithms may inadvertently introduce bias, leading to unfair
discrimination against certain groups of policyholders. Therefore, it is essential to
ensure transparency and fairness in Al-driven decision-making processes. The adoption
of explainable Al models can help address these concerns by making the reasoning
behind decisions more understandable and accountable.

Recommendations for Effective Integration

To fully realize the benefits of integrating Big Data, Machine Learning, and
Artificial Intelligence, a strategic and coordinated approach is required within the
Nepalese general insurance industry. First, insurers should prioritize data infrastructure
development by investing in data standardization, digitization, and centralized data
management systems. Second, there is a need to build human capital through training
programs in data analytics, actuarial modeling, and artificial intelligence. Third,
regulatory bodies should establish clear guidelines on data governance, privacy, and
the ethical use of Al, while also encouraging innovation within the tariff framework.
Fourth, insurers should adopt a phased implementation strategy, starting with high-
impact areas such as claims automation and fraud detection before expanding into
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more complex applications. Finally, collaboration between insurers, technology firms,
and InsurTech initiatives should be strengthened to accelerate knowledge transfer and
technological adoption.

Future Outlook

Looking ahead, the integration of Big Data, Machine Learning, and Artificial
Intelligence is expected to reshape the Nepalese general insurance industry in a
gradual but significant manner. In the short term, improvements in underwriting and
claims processing are likely to dominate. Over the medium to long term, the industry
may move toward fully personalized insurance products, real-time risk monitoring,
and embedded insurance services integrated within digital platforms. However, given
the existing structural constraints, this transformation is expected to be evolutionary
rather than disruptive.

Conclusion

In a nutshell, the integration of Big Data, Machine Learning, and Artificial
Intelligence represents a fundamental shift in the way the Nepalese general
insurance industry operates. These technologies collectively enable more accurate
risk assessment, efficient operations, and enhanced customer experiences. While
challenges related to data, skills, and regulation remain, the long-term benefits far
outweigh the limitations. The essence of integrating these three technological giants
lies in their ability to transform insurance from a reactive and standardized system into
a proactive, intelligent, and customer-centric ecosystem.

000
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Introduction

Insurance has always remained a critical
component of financial security. It plays a key
role in the mitigation of risks that are associated
with unforeseen events. The effectiveness of
insurance is indirectly linked to the efficiency
of its claim settlement process. Through a swift
and transparent claim settlement process,
there will be built-in trust, which enhances
customer satisfaction, thereby strengthening
the overall insurance industry. In the context
of Nepal, even though there is a growing
market potential in the insurance market, it's
claim settlement remains a major challenge.
It has often been characterized by delays,
complexities, and a lack of adequate level
of transparency (Nepal Insurance Authority,
2023). In the country where rugged terrain has
been isolating vast rural populations, the digital
infrastructure remains for the rapid expansion
of the integration of technology. It seeks ways
for prompt claim settlement, which presents
a transformative opportunity. Even Eling and
Lehmann (2018) highlight that insurance
service delivery holds issues like bureaucratic
delays, errors in manual documentation, a lack
of transparency, and geographic inaccessibility.
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With the emergence of new digital technologies, insurers in developed markets
have presented ways showing how powered damage assessment tools can process
motor or property claims within minutes of an incident. While block chain based
smart contracts can automate policy verification and trigger payments without
human intermediaries, insurers also seek mobile based claim notification system with
effectiveness in agricultural insurance programs like that of India and Kenya, where
real-time data collection gets dramatically reduced. These types of global precedents
carry out important lessons for Nepal too. The article intends to look into claim
settlement in Nepal, identifying the basic problems. It also intends to investigate about
how leveraging technology would bring revolution to the process, leading to prompt
and efficient claim-based resolution. It will then after assure benefits, challenges, and
conclude with recommendations for successful technological integration in the whole
process.

Current Practices of Claim Settlement

The insurance industry, apart from re-insurance companies, is classified
into three major segments - life insurance, non-life (general) insurance, and micro
insurance. Despite having institutional diversity, the claim settlement process in all
three types of categorized segments is pretty similar. The claim process is largely
characterized by paper-intensive, conventional, and manually driven procedures that
have remained fundamentally unchanged for decades. This is systemic inertia, and it
does not simply undermine operational efficiency, but it also poses serious barriers to
satisfaction of policy holder. Basically, among rural and semi-urban populations who
stay geographically distant from insurance company offices and service centers face
the major challenge (Rejda and McNamara, 2017) in claim process.

The claim settlement process in Nepal commences through the intimation of
the claim borne by the policyholder or the beneficiary. Their initial notification in most
of the cases is submitted physically - either through a written application which is
delivered directly to the insurer's branch office or through an insurance agent who
acts as an intermediary. It supports documentation that would be required at this very
stage, depending on the nature of the insurance product. For life insurance-based
claims, documents like the original policy bond, post mortem report, death certificate,
hospital discharge summary, and nominee identification proofs are required. In health
insurance claim medical reports, hospital bills, diagnostic test results, and physician’s
certificates form the core documentary requirements.

Motor insurance claim requires First Information Report (FIR) or police report,
driving license, vehicle registration certificate (bluebook) with a detailed damage
assessment report. Property insurance related claims demand fire-based brigade

o AR < faar CES



s, 20¢3 @) siae dian

NEPAL INSURANCE AUTHORITY

reports, their ownership documents, and photographic evidence of the loss. The sheer
volume and variety of documents required, combined with lower financial literacy
among many policyholders frequently lead to incomplete submission, repeated follow-
ups, and avoidable processing delays (Churchill, 2006).

Upon the initial intimation and document-based submission, the insurance
company's claim department seeks a structured verification process. This phase,
hereby, involves three major set of activities: validation of authenticity and active
status of insurance policy at the time of event loss, confirmation of insured event
which occurred, and confirming that it falls within the scope of policy's coverage.
The quantum of financial loss sustained by policy holder also comes along (Eling and
Lehmann, 2018). So, in practice, this verification is conducted through a combination
of internal document review and external field investigation. So, for property and
motor insurance claims, physical site inspection is carried out compulsorily. Surveyors
are employed more on a contractual basis, and they are dispatched to the site of the
incident for conducting on ground damage assessments preparing detailed survey
reports. They all play an important role in quantifying the extent of damage, and
they are expected to produce reports that are both technically accurate and legally
defensible. In the geographical complexity of Nepal's terrain and through a limited
number of qualified surveyors who are in remote districts, scheduling and completing
those inspections can take days or can also take weeks.

The verification process involves assessment of the validity of the policy,
verification of the occurrence of the insured event, and evaluation of the extent of
loss. Physical site inspection acts as a common approach, particularly in property and
motor insurance claims. This requires surveyors to visit the location of the incident
and work on the preparation of damage assessment reports. These reports, along
with other submitted documentation, get reviewed through claims and managers who
ultimately determine the claim amount based on policy terms and conditions. This
process hereby involves layers of approval, basically for larger claims that would lead
to significant delays. Payment is still made through cheque or bank transfer, adding
further time to the whole cycle.

Problems in Current Practices

Inthe current settlement process, there is ariddled set of inefficiencies that stems
from over reliance on manual and paper-based processes, causing unnecessary delays
and documentation errors. Geographic barriers would also appear a serious challenge,
as physical site inspections and document submission are practically difficult in Nepal's
remote hill and mountain-based region. Rampant information asymmetry between
insurers and policyholders, weak fraud detection mechanism, all create systemic
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shortcomings that erode policyholders' trust thereby discouraging insurance uptake
and undermining the sector. There certainly lies several problems creating hindrances
in efficiency and eroding customer trust.

Vi.

Manual Processes and Paperwork: There is a heavy reliance on manual processes
and physical documentation to date. This acts as a major barrier. Handling,
storing, and retrieving paper-based documents is actually time consuming and
is prone to errors or loss. The manual handling process significantly increases
processing time and administrative costs (Sharma, 2021).

Lack of Transparency: The claim settlement process is open. This acts
as a major concern for policy holders. There is again a lack of real-time
updates on claim status, with unclear reasons for delays as well. Limited
understanding of assessment criteria hereby contributes to creating
frustration and distrust. This again breeds suspicion of unfair practices
leading to disputes.

Settlement Delays: Delays in claim settlement are one of the most
troublesome issues with multiple approval layers and manual verification,
along with logistical challenges like conducting site inspections. It creates
significant delays often exceeding the timelines as prescribed by NIA. This
form of delay acts as a severe financial consequence for policyholders
especially in case of medical emergencies or property damage.

FraudulentClaims: Because of the manual nature of claim-based verification,
the system seeks vulnerable ways to detect fraudulent activities. The
lack of robust verification mechanisms and insufficient data analysis
capabilities makes it difficult to detect and prevent fraudulent activities
with incremental financial losses for insurance companies. (Paudel and
Thapa, 2020).

Limitation in accessibility: The claim settlement process is limited in
remote areas of Nepal. There also lies geographical challenges with lack
of infrastructure, making it complex for policyholders in the areas for
submitting claims and receiving timely assistance.

Inadequate skillset: Because of the shortage of skilled claims surveyors
and insurance professionals having expertise in modern claim handling
techniques, the problem is further compounded. With insufficient training
and development opportunities, the limitation in the capacity of insurance
companies for effectively managing and processing claims makes it further
simplified.
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Leveraging Technology for Improvement

Technology intends to serve more as a powerful catalyst in the transformation
of Nepal's claim process. This significantly compresses settlement timelines. In the
age of Al where machine learning algorithms would allow faster enabling access with
more accuracy of damage assessment, fraud detection, and claim adjudication would
look into ways for analysis of large volumes of structured and unstructured data that
lies far beyond human capacity. Blockchain technology works to establish tamper
proof and decentralized records of policy-based documents and claim transactions,
with the elimination of document forgery, ensuring transparent and real time
visibility into the claim process for all stakeholders. Mobile-based claim notification
platforms and geographic information systems can also effectively overcome Nepal's
geographic barriers. After all, technology offers a powerful toolkit for addressing the
challenges related to claim and settlement in Nepal. Implementation of an appropriate
technological solution can significantly streamline the process as well.

i Digital Claim Intimation and Submission: Through strong mobile application
and web-based portals, policyholders can submit claim and seek intimation
for supporting documents in a digital manner. It works to eliminate the
need for physical paperwork as well. There should be an Optical Character
Recognition (OCR) based technology that would automate data extraction
from scanned documents and work to reduce manual data entry without
any type of errors (Khanal, 2022)

ii. Automating Workflow: With strong implementation of workflow-based
automation, the whole system can streamline the claim settlement process.
It works to automate repetitive tasks and also intends to route the claims
to an appropriate set of personnel, triggering automated notifications.
It further works to reduce manual intervention and intends to minimize
delays, ensuring consistent adherence to established procedures. Robotic
Process Automation (RPA) can be used for tasks like data validation and
policy verification here.

iii.  Artificial Intelligence and Machine Learning: Through the use of Al and
ML, there can be a revolutionary step in fraud detection along with
risk assessment. ML algorithms can work to analyze claim data for the
identification of patterns indicative of fraudulent activity. It also works to
flag suspicious claims for further investigation. There can be Al powered
Chatbot’s providing instant support to policyholders who will be answering
frequently asked questions, guiding them through the whole claim-based
process.
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iv. . Remote Sensing: For agricultural or property-based insurance, geospatial
technology (GIS) and remote sensing with the help of satellite imagery or
drone footage can work out. They will be facilitating rapid and accurate
damage assessment, basically in remote areas. It reduces the requirement
for costly and time-consuming physical site inspections. Drone-based
damage assessment acts as a temporary tool useful after a natural disaster.

Benefits of Technological Integration

By leveraging technology in claim settlement, there can be multitude set of
benefits for all associated stakeholders. The first benefit is that there will be faster claim
settlement because automation and streamlined process would significantly reduce
claim settlement times, providing quicker financial relief to policyholders. Automation
also reduces manual effort, minimizing administrative cost and helping in improving
operational efficiency. Through digital platforms and block chain technology, it helps
in providing greater transparency in the claim settlement process, building trust and
reducing disputes. Al and ML based algorithms will be enhancing fraud detection
capabilities, reducing financial losses, and protecting loyal policyholders. There then
lies increased customer satisfaction with faster settlement, greater transparency, and
improved communication. Digital channels work in the expansion of access to insurance
services in remote areas, promoting financial inclusion which can be considered as a
direct link to promote financial literacy. Data analytics and Bl tools help in enabling
insurance companies to make informed decision and optimization for risk management.
It helps in improving service delivery thereafter. Insurance companies that embrace
technology help in obtaining a competitive advantage by offering superior customer
service and more efficient claim settlement processes.

Challenges for Technological Integration

Despite having a large set of benefits, the implementation of technology in claim
settlement in Nepal does have challenges. There is an infrastructure limitation where
limited internet connectivity and unreliable power supply would hinder the adoption
of digital solutions. Low levels of digital literacy among policyholders and insurance
professionals, also pose a barrier to adoption. Training and education programs are
necessary to bridge this gap. Data Security and Privacy Concerns matter because
protecting sensitive claims of data from cyber threats and ensuring compliance with
the Data Privacy Regulation are critical concerns. Robust cybersecurity measures and
data encryption protocols would be necessary. There again lies a challenge for the
integration of new technologies with existing legacy systems, which can be complex
and costly. Careful planning would be phased when implementation would turn
out to be crucial. A regulatory framework is necessary to adopt a rapidly evolving
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technological landscape, with clear guidelines and standards for digital insurance,
which would help in claim settlement thereby fostering innovation and the protection
of consumers. For the stronger implementation of new technologies, significant
upfront investment is required. Insurance companies should carefully evaluate those
costs and benefits prior to making investments. However, the resistance to change
from employees and stakeholders can ultimately create a hindrance to the adoption
of new technologies. Thus, Effective change management strategies are necessary but
again can be challenging.

Conclusion

Therefore, current claim settlement process in Nepal is inefficient with delays
in claim settlement, and a lack of transparency. By leveraging technology, it intends
to offer a transformative solution for addressing these challenges and seeks to
unlock significant benefits for policyholders and insurance companies who are alike.
Through digitalization of claim intimation and workflow automation, Al powered fraud
detection, and use of geospatial technologies, the whole technological approach can
also be revolutionized. It is necessary to have successful technological integration,
which would require concentrated effort from all stakeholders. The Nepal Insurance
Authority can play a major role in supporting this type of framework by promoting
digital literacy and ensuring data security. Insurance companies should also invest in
technological infrastructure, training, and change-based management systems. By
addressing the challenges relating to infrastructural limitation, digital literacy, and
data security, it could work as a crucial aspect with widespread adoption. Thus, by
embracing technology and fostering a culture of innovation, Nepal's insurance industry
can move towards a more efficient and transparent customer-centric claim settlement
process. With the passage of time, it is necessary to be updated and upgraded which
can take time, but for every destination, the initial journey has to be started.
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