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cases. When AI is paired with OCR(op� cal character recogni� on), informa� on from 

uploaded documents (such as drug calcula� ons and police reports) can be extracted 

and validated to ensure consistency and reliability. This reduces human error and 

accelerates the claim process, reducing frauds by minimizing opportuni� es for 

manipula� on.

5. Enhanced Customer Profi ling

AI integrates data from a variety of social media, public records, and even IoT 

devices such as Smart-Home sensors to create detailed customer profi les. This overall 

perspec� ve helps insurers to assess the reliability of their claims. For example, if a 

homeowner reports a burglary but smart lock data shows no unauthorized entry, AI 

can raise a red fl ag. Similarly, a discrepancy between the applicant's reported income 

and her lifestyle (derived from online ac� vi� es) could suggest applica� on fraud.

6. Image and Video Analysis, a subgroup of AI

Computer vision analyzes visual knowledge including requirements such as 

damaged proper� es and photographs of injuries. By comparing these images with 

a database of well-known fraud cases, or by using algorithms to iden� fy opera� ons 

(such as changes to Photoshop), AI can iden� fy staged or exaggerated claims. With 

auto insurance, AI can assess the severity of vehicle damage, oppose the applicant's 

story and confi rm orienta� on.

Real-World Example of AI in Insurance Fraud Detec! on

One powerful use case in the real world of AI addressing this problem is the 

collabora� on in 2023 between Paris-based AI company “Shi$  Technology” and a top 

U.S. health insurance company. This collabora� on shows how AI can transform fraud 

detec� on, saving signifi cant costs while enhancing effi  ciency.

To analyze millions of health insurance claims in real-� me, Shi$  Technology's AI-

powered pla& orm was integrated into the insurer's claims processing system. Fraud-

related pa* erns like duplicate billing, exaggerated medical bills, or odd treatment 

sequences were found by the system that uses machine learning algorithms. In one 

noteworthy instance, a healthcare provider was fl agged by the AI for submi+  ng 

several claims for the same surgical procedure across several pa� ents on the same day. 

An inves� ga� on into this anomaly revealed a fraudulent scheme that had embezzled 

$2.5 million from the insurer over a six-month period. Cross-referencing large datasets, 

such as past claims, provider conduct, pa� ent medical records, and even external 

data like regional healthcare trends, is one of the AI system's strongest points. It also 

examined unstructured data, like claim descrip� ons or doctor's notes, using natural 

language processing to fi nd discrepancies. For instance, in comparison to manual 

evalua� ons, the technology reduced false posi� ves by 30% by iden� fying instances 
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in which physicians billed for sophis� cated opera� ons that did not correspond with 

recorded pa� ent circumstances.

There were signifi cant advantages to this implementa� on. The early detec� on 

of fraudulent claims and expedited inves� ga� ons resulted in an es� mated $50 million 

in annual savings for the insurer. Customer sa� sfac� on increased as legi� mate claims 

were processed 40% faster. Addi� onally, the AI’s con� nuous learning capability allowed 

it to adapt to new fraud tac� cs, ensuring long-term eff ec� veness. Shi�  Technology’s 

pla� orm also provided ac� onable insights through dashboards, enabling human 

inves� gators to focus on high-priority cases.

Benefi ts of AI in insurance Fraud Mi� ga� on:

The uses of AI in the detec� on of insurance fraud off ers a great advantage.

1. Cost reduc� on: Reducing fraudulent payments reduces the loss rate for insurance 

companies and stabilizes customer premiums.

2. Effi  ciency: AI processes process claims faster than manual methods. This will improve 

customer sa� sfac� on for legi� mate applicants while detec� ng fraud early.

3. Scalability: AI systems can handle data volume growth without a propor� onal 

increase in human resources and other resources.

4. Accuracy: AI goes beyond tradi� onal approaches, minimizing the false posi� ve 

aspects (honest claims by fraudsters) and false nega� ves (lack of actual fraud).

5. Aggressive Preven� on: Predic� ve analy� cs shi� s the focus from detec� on to 

preven� on and reduces the incidence of fraud over � me.

Challenges and Limita� ons

Despite that promise, AI is not a miracle. To maximize its eff ec� veness, several 

challenges need to be addressed.

1. Data Quality and Availability: AI is based on large, accurate data records. 

Incomplete or biased data can lead to false predic� ons and alienate customers 

with false accusa� ons.

2. Data Protec� on Concerns: The use of social media or IoT data raises ethical and 

legal issues regarding consent and data protec� on, par� cularly in accordance 

with regula� ons.

3. Adversarial A" acks: Sophis� cated fraudsters may a" empt to “game” AI systems 

by feeding them misleading data or exploi� ng algorithmic weaknesses.

4. Implementa� on Cost: AI development and integra� on requires signifi cant 

reserve investments that small insurers can stop.

5. Interpretability: Many AI models, especially deep learning systems, act as black 

boxes, making it diffi  cult to explain decisions to supervisors or customers.
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6. Evolving Fraud Tac� cs: Fraudsters improve fraud tac� cs con� nuously using 

emerging technologies, so con� nuous updates and retraining are necessary to 

stay ahead.

Ethical Considera� ons

The use of AI in insurance fraud detec� on also raises ethical dilemmas. Profi ling 

customers based on predic� ve models could inadvertently discriminate against certain 

groups, such as low-income individuals fl agged due to socioeconomic correla� ons rather 

than actual fraud. Transparency is cri� cal: insurers must communicate how AI is used 

and ensure customers have recourse if wrongly fl agged. Balancing fraud preven� on with 

fairness and privacy is an ongoing challenge that requires careful oversight.

The Future of AI in Insurance Fraud Mi� ga� on

As for the future, the role of AI should be expanded in comba� ng insurance 

fraud. Several trends indicate future possibili� es:

1. Integra� on with emerging technologies: The combina� on of AI and blockchain 

can create an� -opera� on damage records, while IoT devices (wearables, smart 

cars, etc.) provide extensive data for analysis.

2. Explanatory AI: The progress of the interpretable model addresses issues of black 

box structure, crea� on of trusts, and fulfi llment of formal requirements.

3. Joint AI Network: Insurance companies can share anonymized data about 

industry consor� ums, and school models can be shared for large data records to 

recognize organized fraud.

4. Generated AI for Tes� ng: Insurers can use Generated AI to simulate fraud 

scenarios, test iden� fi ca� on systems, and iden� fy weaknesses.

5. Regulatory Development: Governments can prescribe or standardize the use of 

AI in fraud awareness to ensure industry-wide consistency and accountability.

Conclusion

Insurance fraud is a complex and expensive problem that requires innova� ve 

solu� ons. Ar� fi cial intelligence off ers a powerful toolkit to mi� gate this problem 

from enhanced pa$ ern recogni� on and real-� me detec� on to predic� ve modeling 

and automa� on. AI's real applica� on shows the tangible benefi ts of saving billions, 

streamlining processes and protec� ng honest policyholders. However, challenges such 

as data quality, privacy and development fraud � les underscore the need for careful 

implementa� on and con� nuous improvement. As ar� fi cial intelligence (AI) technology 

con� nues to evolve, its signifi cance in comba� ng insurance fraud will only increase, 

off ering a future where fraudulent claims are iden� fi ed and prevented before they are 
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processed, insurance premiums remain reasonable and confi dence in the insurance 

industry is restored. For insurers who are open to use emerging technology, ai is not 

just a tool—it's a compe� � ve advantage in an industry where trust and eff ec� veness 

are crucial. The path towards a fraud-resistant insurance ecosystem is in mo� on, and 

ar� fi cial intelligence (AI) is spearheading the way.

)))
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Background

The earliest forms of insurance can 

be traced back to ancient civilizations. For 

example, the Babylonians, around 1750 

BC, developed a system where merchants 

would pay lenders an additional sum in 

exchange for assurance against the loss of 

their goods. Insurance plays a crucial role in 

modern economies, providing individuals 

and businesses with risk management 

solutions that foster financial stability and 

resilience. 

Insurance can be acknowledged as a tool 

for protec� on. But analysing insurance sector 

showed that it has yet to be outreach for the 

common people residing in Nepal. In Nepal 

the general popula� on are not well educated 

and aware about insurance and process to 

be benefi ted from this. It is very important to 

know the provision covered by policy and not 

covered by policy. 

An individual or group must pay a 

premium in order for an insurance contract 

between an insured party and an insurance 

carrier to be completed. Medical supplies 

and services, bodily injury, property damage, 

fatali� es, liability for home ownership 

Insurance Claim and fraud

Romila Sharma

Assistant Director,

Nepal Insurance Authority
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(homeowners, landlords, and renters), and liability for opera� ng a vehicle are the 

most common types of insurance claims.

Claim

A term insurance claim means a request fi led by the nominee or the benefi ciary 

of the policy for the pay-out in the case of the any unfortunate accident that is covered 

by policy during the pre-determined term. An insurance claim is a formal request 

from the policyholder to their insurance company asking for payment a" er a covered 

incident, such as a hospital stay, a natural disaster, the" , and more.

Claim management has been vital area of the life insurance business. Insurance 

of Nepal seems s� ll in infant stage; however the success of insurance companies may 

largely depend upon the claim management. The present claim se# lement status of 

Nepal has been seen in growing stage. Some of the insurers have made tremendous 

improvement in paying claim and some companies have made sa� sfactory growth.

Types of insurance claims

Claim is a request to an insurance company to pay as per terms and condi� on 

under the current insurance policy. In insurance, claims are categorized based on the 

type of insurance coverage and the circumstances surrounding the claim.

In non-life insurance, claims can be broadly categorized into par� al loss claims 

and full loss claims. Both types of claims have diff erent implica� ons for the insured and 

the insurance provider. A par� al loss claim arises when the insured property or asset 

has been par� ally damaged or lost due to an insured peril (such as fi re, the" , natural 

disaster, etc.). In this case, the owner can recover a por� on of the value of the lost or 

damaged property based on the terms of their insurance policy. A full loss claim occurs 

when an insured loss results in the complete damage or loss of the insured property or 

asset. In this scenario, the value of the lost property is typically paid out to the insured, 

depending on the terms of their policy.

In life insurance, claims can typically be categorized into three main types: death 

claims, surrender claims, and maturity claims. Each of these claims pertains to diff erent 

circumstances and condi� ons under which policyholders or their benefi ciaries can 

receive the benefi ts of the insurance policy.

Understanding the dis� nc� ons between these claims is essen� al for insurance 

policyholders to navigate their benefi ts eff ec� vely. Each type of claim is designed to 

address specifi c situa� ons, whether due to par� al damage or complete loss in non-

life insurance or various outcomes in life insurance policies, such as death, surrender, 

or maturity. Knowing how to approach these claims ensures that insured par� es can 

receive the fi nancial support they need at crucial � mes.
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How do insurance claims work?

The process of an insurance claim can vary depending on the type of insurance 

(such as health, auto, home, or life insurance) and the rules of the insurance provider. 

However, there are common steps typically involved in fi ling and processing an 

insurance claim. Here’s an overview of how insurance claims work:

Understanding the policy: Before fi ling a claim, it’s important to understand 

about insurance policy, including: coverage detail, � me limit, deduc� bles, claim limit 

and documents required etc.

Gather important informa� on: Some important informa� on such as: the names 

and contact informa� on of those involved, the date of the incident, Insurance policy 

numbers of those involved, an incident, accident, or medical report, photos of an 

accident, suff ered damage to home or property, or experienced a comprehensive, no-

fault incident. 

File a claim: Filing a claim can seem daun� ng, but being organized and informed 

can help streamline the process. We always need to refer specifi c insurance company’s 

guidelines for detailed instruc� ons, as claim processes may vary. For further ques� ons 

or assistance, consider contac� ng a representa� ve from respec� ve insurance provider 

for guidance tailored to situa� on.

How insurance claim is paid?

If your insurance provider approves the claim, they’ll remit payment to you or 

the service provider. Payment can be in the form of a physical check, direct deposit or 

sent directly to the service provider (such as a hospital, auto repair shop or contractor.

Things to be considered before fi ling a claim

Before fi ling an insurance claim, people must manage their insurance ac� vely 

so that they are covered all the � me. An expired policy is considered inac� ve, and no 

insurance company will se! le a claim fi led under an expired policy.
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It is important that the nominee details are correct and updated, to ensure that 

the insurer knows to whom to make the payment. This is to ensure that the payment 

is made to the right person and that there’s no failure on the part of the insurance 

company to make the pay out to the correct benefi ciary.

An insurance policy is a contract between you and the insurance company. 

Understand what it entails, what it does not cover, and the deduc� bles. If insurance 

claim is denied, fi rst review your policy to fi nd out why. Read it carefully from beginning 

to end.

Understanding the terms and condi� ons of insurance policy is just as important 

as understanding the details of your policy. Merely knowing the inclusions isn’t enough. 

If the condi� on for which you are reques� ng a claim is excluded under the policy's 

terms and condi� ons, claim request will be denied.

Things to be considered while fi ling a claim

Filing an insurance claim can be one of the most frustra� ng processes during a 

peril or following a major accident. In the event that a claim is accepted, the insurance 

company will make a payment to the insured or to a recognized interested party on 

their behalf.

Proper informa� on about damage or incident that is informed to insurance 

company through any means must be registered, make sure they have registered your 

claim.

When situa� on become comfortable, register wri! en claim applica� on in nearest 

branch of insurance company. A" er fi ling claim insurance company should provide 

claim report form. Fill the claim report form. Consequently, two-way communica� on is 

crucial. Company will ask some ques� on about incident so, answer all of their ques� ons 

honestly and follow through on the claim se! lement process.

Facts such as the date and loca� on of the loss, the property involved in the loss, 

witness informa� on and statements, the par� es involved, pictures, and so on should 

always be included in the ini� al claims no� ce.

Filing an insurance claim can be a complex process, and it's important to approach 

it methodically to ensure a successful outcome. It requires careful a! en� on to detail, 

organiza� on of documents, preparing for inves� ga� on, understanding the se! lement 

process and staying pa� ent. By following these considera� ons, anyone can navigate 

the process more eff ec� vely and increase the likelihood of a successful claim outcome.

Things to be considered a! er fi ling a claim

Unfortunately, even when claims are valid, insurance companies s� ll look for 

ways to deny claims. That's why we should know the things to be considered to get 



289

every benefi t you deserve.  You should keep copies of the originals in case your claim 

is ques� oned or refused. In case of par� al loss, original policy paper should not be 

submi� ed.

A� er fi ling a claim proper communica� on with the insurance company must be 

maintained. It is generally advisable to inform insurance company before proceeding 

with any repairs or maintenance of damage property that is in claim process.

The more informa� on you provide, the less informa� on the company or surveyor 

will need to request or dig for later. 

Legal provision for claim by NIA

Nepal Insurance Authority (NIA) has published æaLdf bfaL …e'QmfgL dfu{bz{g, @)*!Æ 
in order to manage claim procedure. A claim manual serves as a guideline for the 

procedures, rules, and requirements associated with processing claims in an insurance 

context. While the specifi c provisions can vary signifi cantly between insurance 

companies and diff erent types of insurance, here are some common provisions that 

can be found in a claims manual issued by NIA. 

In� ma� on of incident

In� ma� on of incident to insurance company should be as soon as possible and it 

would be known as the date of in� ma� on. If possible wri� en in� ma� on should be given 

to insurance company and if not possible verbal communica� on can be made and later 

on wri� en applica� on should be registered. Upon receiving all necessary documents from 

the applicant, company should keep wri� en record and process for claim payment. Claim 

should be registered in separate claim register by company and provide registra� on number 

to applicant. Record should be kept in electronic format as well. A claim registra� on book 

is an essen� al tool for effi  ciently managing insurance claims and ensuring that all relevant 

informa� on such as claim date, claimant's name, address, and contact number, claimant's 

rela� onship to the policyholder, mode of communica� on, claim registra� on date, subject 

ma� er and loca� on of the accident  is documented accurately. 

Time frame for claim payment

In context of life insurance, generally, the company commits to se� ling the 

maturity claim within 7 days of receiving all necessary documents and a� er conduc� ng 

any necessary inquiries. 

In case of policyholder's death, the insurance company is responsible for ini� a� ng 

the claims process effi  ciently. The company aims to complete this process within 15 

days of receiving all necessary documents and a� er conduc� ng any necessary inquiries.

Generally, in non-life insurance15-day � meline for submission of the surveyor 

report helps streamline the claims process, ensuring that claims are handled fairly and 

effi  ciently.
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Within 21 days of surveyor report submission, company shall pay claim amount 

to policyholder.

If claim is not payable, wri� en no� ce should be given to applicant with reason. If 

in case applicant is not sa� sfi ed with company decision he/ she can fi le an applica� on 

to Nepal insurance authority.

Current status of insurance claim in Nepal

The current status of insurance claims in Nepal can be infl uenced by various 

factors, including regulatory environments, company-specifi c processes, and recent 

developments in the insurance sector. Here are some general insights about the status 

of claim in Nepal.

Insurance Industry claim comparison � ll second quarter of FY 2081/82

Par� cular Till push end, 2080 Till push end, 2081

Number of claim paid in life insurance 159713 144987

Number of claim paid in non-life insurance 66509 65120

Amount of claim paid in life insurance 165076.79 209381.10

Amount of claim paid in non-life insurance 77598.63 101601.23

Source: NIA website

Till second quarter of 2080, a total of 159,713 claims were paid out in life 

insurance. In the same period of 2081, the number decreased to 144,987. This 

represents a decrease of 14,726 claims or approximately 9.23% from the previous year. 

Similarly, in non-life insurance, � ll second quarter 2080, a total of 66,509 claims 

were paid out and in same period of 2081, it decreased to 65,120.

However, the number of claim paid was decreased in both year period, amounts 

paid for claim was increased. The decrease in the number of claims from 159,713 in 

2080 to 144,987 in 2081 suggests a contrac� on in the volume of claims. However, if 

the total claims pay out increased during this period, it refl ects an upward trend in the 

value of individual claims.

Fraud

Insurance fraud refers to any inten� onal act commi� ed to deceive or mislead an 

insurance company during the applica� on or claims process, or the wrongful denial 

of a legi� mate claim by an insurance company. It occurs when a claimant knowingly 

a� empts to obtain a benefi t or advantage they are not en� tled to receive, or when an 

insurer knowingly denies a benefi t or advantage that is due to the insured. Fraudulent 

claims signifi cant por� on of all claims received by insurers, and cost lots of rupees 

annually. Insurance fraud poses a signifi cant problem, and governments and other 

organiza� ons try to deter such ac� vity.
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The detec� on of insurance fraud usually begins with the iden� fi ca� on of 

suspicious claims, those that have a higher possibility of being fraudulent. This may be 

accomplished with computerized sta� s� cal analysis that compares data about a claim 

to expected values,[47] or through review by claims adjusters or insurance agents. 

Some� mes insurance fraud is detected as a result of law enforcement inves� ga� on, or 

� ps from members of the public. Any claim that is iden� fi ed as suspect may then be 

inves� gated for possible fraud.

Types of insurance fraud

Fraud can indeed be classifi ed 

into two primary categories: hard fraud 

and so!  fraud. Hard fraud occurs when 

someone deliberately plans or invents a 

loss, such as a collision, auto the! , or fi re 

that is covered by their insurance policy 

in order to claim payment for damages. 

So!  fraud, which is more common than 

hard fraud, is some� mes also referred 

to as opportunis� c fraud. This type of 

fraud consists of policyholders overvalue 

otherwise legi� mate claims. So!  fraud 

can also occur when, while obtaining a 

new health insurance policy, an individual 

misreports previous or exis� ng condi� ons 

to obtain a lower premium on the insurance policy.

Insurance fraud can also be categorized into Opportunis� c Insurance Fraud and 

Planned Insurance Fraud. Opportunis� c insurance fraud refers to an individual’s post 

hoc realiza� on that an insured event can be exploited for personal gain by providing 

false informa� on or exaggera� ng the legi� mate claim. Planned insurance fraud refers 

to a deliberate a" empt to invent a risk event that would be covered under the insurance 

policy (Derrig & Zicko, 2002).

Tennyson (1997) opinioned that opportunis� c insurance frauds are more 

frequent than planned insurance frauds by comparing people's reac� ons towards 

these frauds. 

Both types of fraud can have signifi cant implica� ons for businesses and insurers, 

leading to increased costs, higher premiums, and the necessity for stringent fraud 

detec� on and preven� on measures.
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Cause of fraud

The chief mo� ve in all insurance crimes is fi nancial profi t. Fraud can occur due to 

various factors, and its causes o� en intertwine with psychological, environmental, and 

organiza� onal elements. Understanding these causes can help in developing eff ec� ve 

preven� on strategies. Some key causes of fraud are weak internal control system, 

lack of audi� ng, pressure, cultural acceptance, lack of ethical standards, lack of poor 

communica� on, economic condi� on, performance targets, etc.  Some people may do 

it because they’re struggling fi nancially. Some may not understand they’re commi�  ng 

a crime and think what they’re doing is harmless. A small number of people do so in 

a more systema� c and deliberate manner, seeking to make money at the expense of 

other policyholders. The most common opportunity is when making insurance claim 

for actual loss or damage. Some ra� onal factor developed in person’s mind, on the 

basis of that he can jus� fy his fraud. For eg. Insurance company make huge money 

from our premium. So, there is no problem if I make money from them.

Fraud Management 

NIA have recognized insurance fraud as a 

serious crime, and have made eff orts to manage and 

control this prac� ce. Implemen� ng strong internal 

controls and regular audits, fostering a culture of 

transparency and ethical behaviour, providing 

training on ethical standards and company policies, 

encouraging open communica� on and repor� ng 

mechanisms for unethical behaviour, iden� fying 

and addressing poten� al fi nancial pressures on 

employees are some strategies to prevent and 

manage fraud in insurance business.

Some Fraud cases turned to crime

Insurance in Nepal, which is defi ned as risk management, has increasingly been 

misused by people to exploit the system for fi nancial gain. This has raised fraudulent 

ac� vi� es. It includes crimes like murder, arson, and the� , all orchestrated.

There have been several high-profi le cases that have highlighted. In 2079, a 

woman in Saptari murdered her husband to collect insurance money. Similarly, a case 

involving a fake marriage to claim insurance benefi ts worth millions was exposed by 

the police. In another instance, a shop owner in Pokhara set fi re to his own store to 

claim an insurance pay out of 21 million rupees, while in Chitwan, a gold merchant 

falsely reported a the�  in his store to claim a signifi cant insurance sum.
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These kinds of ac� ons have led to a growing mistrust between policy maker and 

taker. Insurance companies have become more cau� ous, they hesitant to process claim 

without thorough inves� ga� on. This scenario has led to unnecessary involvement of 

human power to inves� gate and fi nd out the fact and truth, which can delay legi� mate 

claims and cause frustra� on for honest policyholders.

Summary

The insurance industry has always been crucial to the economy and society’s 

progress. In reality, insurance confronts many risks, one of which is Insurance fraud. 

Insurance fraud is increasing rapidly along with the growth of the insurance sector, 

which causes serious social and economic issues. The damage caused by insurance 

fraud has been con� nuously increasing, making the insurance companies harder to 

manage. As a result, the insurance premiums have risen, which in turn causes losses to 

good policyholders. As the world is at the pace of rapid innova� on with the emergence 

of the industry revolu� on, the Insurance sector is also adop� ng advanced technology, 

making many posi� ve changes in the insurance industry.

Insurance claims and fraud are intricately linked within the insurance industry. 

While claims are a normal part of the insurance process, fraud undermines the system's 

integrity and imposes costs on both insurers and policyholders. Balancing the prompt 

payment of legi� mate claims with rigorous fraud preven� on measures is essen� al for 

maintaining public trust in the insurance industry and ensuring that coverage remains 

aff ordable.
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Abstract

The insurance contract 'policy' is a 

contract concluded between the insured and 

the insurer. The insured pays a premium to the 

insurer, in considera� on of which the la� er 

assumes the risk of the former. If there is any 

loss related to the subject ma� er of the policy, 

the insurer will indemnify the insured for the 

loss suff ered by the insured. This is a type of 

con� ngent contract provided in Sec� on 513 

of the Na� onal Civil Code, 2074 (2017AD). In 

fact, they are governed by the law of contracts, 

however, there are specifi c elements that make 

it a special type of contract. These elements 

are signifi cant to cons� tute an insurance 

contract, devia� ng from which it becomes 

a general contract. Among the 6 specifi c 

elements, this research explores insurable 

insurance as a crucial principle of insurance. 

This study analyses the cases decided by the 

Nepal Insurance Authority (formerly Beema 

Sami� ) and other courts in Nepal in terms of 

the principle of insurable interest. However, 

the study does not aim to provide a policy 

recommenda� on for insurable interest but 

rather highlights the approach/jurisprudence 

undertaken by the Authority and other courts.

Pretext of Insurable Interest in Insurance 

Contract: Case-Law Analysis of Nepal

Nikhil Dongol

Assistant Director,
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Introduc� on 

A contract is an agreement between two or more parties that is enforceable 

by law and obligates them to do or not do something1.  Samuel Williston defines 

a contract as a promise or set of promises for breach of which the law gives a 

remedy or the performance of which the law in some way recognizes as a duty2.  

Likewise, Insurance is a contract between two parties, whereby one party, the 

insurer, undertakes, in exchange for a fixed sum called premiums, to pay the other 

party, the insured, a fixed amount of money upon the occurrence of a certain 

event. In insurance, a premium is charged in consideration of a large sum that is 

guaranteed to be paid by the insurer, who receives the premium in the event of 

a contingent situation. Insurance is also known as a contract of indemnity, as the 

insurer indemnifies the loss incurred due to the happening or non-happening of 

any event within the included peril.

To cons! tute a valid contract, certain essen! al elements must be present. 

Regardless of its ! tle (such as baina), a document is considered a contract if it includes 

an off er, acceptance, and mutual consent, as these elements are presumed to fulfi ll 

the essen! al requirements of a contract3.  They have been exemplifi ed through various 

judgments4 and statutory provisions. However, no legally defi ned form specifi cally 

outlines the contents refl ec! ng those essen! al elements. 

Elements of an Insurance Contract can be classifi ed into two sec! ons: 

A. usual condi! ons (elements of a general contract)

B. special condi! ons (elements of a special contract rela! ng to insurance)

To make a contract of insurance valid in the eyes of the law, some essen! al 

elements must be considered in the process of its validity. The insurance contract, 

like any other contract, must sa! sfy the usual condi! ons5,  including but not limited 

to the Agreement6 (Off er and acceptance), Free consent,7 Considera! on8 (payment of 

premium in return for the promise to adhere to all condi! ons stated in the contract), Legal 

1 Na! onal Civil Code, 2074 (2017), s. 504(1).

2 Harold C. Havighurst, 'Reviewed Work: A trea! se on the Law of Contracts by Samuel Williston', The 

Yale Law Journal, p.352, volume 48:2, p. 354.

3 Tirtha Kumari Rana v. Ramsankar Shrestha, NKP 2040, p. 298.

4 Tularatna Bajracahrya v. Tara Shrestha Patrabansh, Case no. 2066-DF-0019, p. 1.

5 Insurance Act, 2079, Sec! on 62, 63

6 Insurance Act, 2079, Sec! on 62, 63(2)

7 Na! onal Civil Code, 2074 (2017), Sec! on 506 has defi ned the capacity of the par! es and voidable 

contracts under Sec! on 518 to protect free consnet in a contract

8 In the case Shree Nagarjun/ Haritatara/ Binod Shah JV v. Neko Insurance Ltd., Anamnagar, CAR 

Insurance Claim, Decision Date 2077 Bhadra 2, the Claimant, Chandan Jayswal was denied claim 

payment due to no payment of premium ci! ng no considera! on no contract.
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Capacity9 of the Par� es (insurer and insured), Lawful Object10, and Legal Formali� es11. 

Although such contracts are typically presented in a boilerplate or standard form, it is 

common prac� ce to include a specifi c period, one (1) year in Nepal,12 during which the 

insured may raise objec� ons to the clauses of the policy/contract. A� er this period, 

the insured can no longer challenge the terms of the contract or delay fulfi lling their 

obliga� ons.

Insurance policies are interpreted on the basis of the law of contract therefore, 

the basic elements of a valid contract must be present for a court to uphold an insurance 

agreement.13 However, as insurance is a special type of contract, it also includes certain 

specifi c elements unique to its nature. These elements are the standard condi� ons that 

must be sa� sfi ed or agreed upon by both par� es to the contract. These fundamental 

condi� ons bind both par� es, validate the policy, and make it enforceable by law. 

There are six (6) other elements that form a part of the principles of insurance,14 

include but are not limited to Utmost Good Faith (Ar� cle 62(3), 63(4)), Insurable 

Interest, Proximate Cause, Indemnity, Subroga! on, Contribu! on, Warran! es, and 

Assignment/Nomina! on (Ar� cle 63(5)). These elements in insurance have evolved 

through extensive jurisprudence over many decades, ul� mately forming a se! led 

understanding of the necessary elements of a valid insurance policy. Among these 

principles, this research focuses on insurable interest as one of the important elements 

of a valid insurance contract.

Insurable Interest 

Insurable interest refers to the legal right to insure, which arises from a fi nancial 

rela� onship recognized by law between the insured and the subject ma! er of insurance. 

For a claim to be valid, the insured must possess an insurable interest in the subject 

ma! er (life, property, or risk); without it, the contract will be considered merely a 

wager/gambling, and recovery under the policy is not possible.15

Essen! als for insurable interest are:

A. Subject ma! er of insurance, for example, the interest of an individual has 

in the property that one owns 

9 Insurance Regula� ons, 2081, Rule 20(3)

10 Na� onal Civil Code, 2074 (2017), Sec� on 517(2)(e)(k)

11 Insurance contract shall be wri! en (Ar� cle 62(1)) and policy shall be approved by NIA (Ar� cle 63(1))

12 Insurance Act, 2079, Sec� on 63(3)

13 Expert Commentary, 'Elements of Insurance', IRMI, available at h! ps://� nyurl.com/2ht5un4u, accessed 

on 21 October 2021.

14 Commercial Law, 'The Six Principles in Insurance', Law teacher, 26 August 2021, available at h! ps://

www.lawteacher.net/free-law-essays/commercial-law/the-six-principles-in-insurance-commercial-law-

essay.php#� n11, accessed on 2 November 2022.

15 Lord Hardwicke in SaddlerUs Co. v. Bedcock, 26 Eng. Rep. 733-1743.
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B. Economic or fi nancial interest of the insured whereby one will experience 

a fi nancial loss if such a loss occurs

C. The interest must be legal16 whether contractual, proprietary, legal, or 

equitable, that may be enforced in a court of law; for example, a wife has a 

legal right to the property of her husband

D. The interest must be a current interest, not a mere expectancy (not the 

expecta� on of something in the future), for example, no interest in the 

company by employees.

Insurable Interest in Nepal

The primary law governing the insurance sector in Nepal is the Insurance Act, 

2079 (hereina! er "Act"), and the Insurance Regula� ons, 2081 (hereina! er "Rules"). 

Nepal Insurance Authority (then Beema Sami�  and hereina! er "NIA") being a regulator 

(Sec� on 3) in Nepal issues various direc� ves that codifi es as binding law in the sector 

and being a quasi-judicial body issues judgment or mediate disputes brought forth 

(Sec� on 128, 130) as similar to the District Court (Sec� on 147(3)). Sec� on 62(4) of 

the Act mandates that the proposer must have an insurable interest in the subject 

ma# er of insurance. Addi� onally, Rule 20(3) grants authority to a person with an 

insurable interest to enter an insurance contract on behalf of the insured if the la# er is 

incapacitated. However, neither the Act nor the Regula� ons provides a clear defi ni� on 

of what cons� tutes insurable interest. In the absence of a formal legal defi ni� on, 

Nepali courts o! en refer to the jurisprudence of English and Indian courts, interpre� ng 

the concept in a manner that aligns with Nepal's own social, economic, and religious 

context.

Time or dura! on of Insurable Interest

Generally, in life insurance, insurable interest must exist at the � me of policy 

forma� on, and not at the � me of loss or when the claim is fi led under the policy. For 

fi re insurance, interest is necessary both at the start of the coverage and when the 

risk occurs. In marine insurance, it is required only at the moment of loss. In property 

insurance, the existence of insurable interest is required at the � me of the loss in order 

for the insured to make a valid claim under the policy.17 In Contractors' All Risk (CAR), 

NIA has indicated that this interest is present in the insured during the � me period of 

the policy,18 or un� l the project is complete; � ll the insured has the risk19; and un� l and 

16 Macaura v. Northern Assurance Co. Ltd., House of Lords, UK, 1952, AC 619

17 Gita Kumari Shrestha v. Shikhar Insurance Co. Ltd., Beema Sami� , Part 7, 2081, Decision Date 28 

Bhadra 2079.

18 DS Construc� on Co. Pvt. Ltd. v. Premier Insurance Co. (Nepal) Ltd, Beema Sami� , Part 2, 2055 (1998), 

Decision Date 18 Falgun 2055.

19 DS Construc� on Co. Pvt. Ltd. v. Premier Insurance Co. (Nepal) Ltd, Appellate Court, Division Bench, DN 
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unless otherwise proved malicious act, the insured would get money if s/he/their had 

suff ered loss.20 Further, it is decided that no recovery is possible if the (fi re) policy has 

lapsed21.

Subjects of Insurable Interest

In property insurance, the insurable interest is straigh! orward when the owner 

is clearly defi ned, as ownership itself establishes the necessary interest. However, in 

cases involving partners or mul" ple owners, various scenarios may arise, and each 

party's interest must be assessed individually. If the property is mortgaged, the lender 

or mortgagee holds an insurable interest due to their fi nancial stake in the asset. 

Tenants may also possess an insurable interest depending on their lease terms and 

responsibili" es, whereas renters typically do not.

In the context of life insurance, insurable interest is generally presumed for close 

family members such as a spouse, parents, or children. Moreover, any individual who 

has a legal duty or right to provide for or maintain another person may take out a 

life insurance policy on that person without needing to prove insurable interest. 

Examples of persons having an insurable interest in the property include Absolute 

or real owners,22 joint or shared owners, mortgages and mortgagors, executors and 

trustees, the landlord (lessor) and tenant (lessee), bailees, people living together, 

fi nders and people in possession, partners in a business, as well as creditors in the 

life of a debtor. Rela" onships like husband-wife,23 employer-employee (to the extent 

of service rendered),24 and creditor-debtor (to the extent of debt),25 has an insurable 

interest in each other.

In property insurance, insurable interest is primarily rooted in ownership.26 

However, it is not limited to the owner alone; it also extends to mortgagee banks and 

fi nancial ins" tu" ons (BFIs), as well as to associa" ons or federa" ons27 that operate or 

52/1152, Beema Sami" , Part 2, Decision Date 26 Bhadra 2057.

20 Alliance Insurance Ltd. v. Rajendra Prasad Upadhyaya (Timilsina), Appellate Court, Division Bench, 

2060, DN 43/1324/2759, Decision Date 5 Bhadra 2060; Rajendra Prasad Upadhyaya (Timilsina) v. 

Alliance Insurance Ltd., Beema Sami" , 2059, Decision Date 12 Poush 2059.

21 Tungaraj Pathak v. Sagarmatha Insurance Co. Ltd., Beema Sami" , Part 2, 2055 (1998), Decision Date 26 

Shrawan 2060.

22 Bartolo Wood Turners Ltd. v Middle Sea Insurance Plc, 2007.

23 Griffi  th v. Fleming, Madrasa High Court, India, 1909, 1 KB 805.

24 Hebdon v. West, 1863, 3 B & s. 579.

25 Thomas v. Con" nental Creditors, US District Court, Ninth Circuit, 1976, 7F. Supp. 2d 1048.

26 Dipshikha Trading Pvt. Ltd. v. NLG Insurance Co. Ltd.¸ Beema Sami" , Part 6, 2079, Decision Date 1 Magh 

2078; Jita Magar. v. Na" onal Insurance Co. Ltd.¸ Beema Sami" , Part 6, 2081, Decision Date 5 Asar 2079

27 Narayani Yatayat Byabasayi Sangh in the case Arjun Subedi (Narayani Yatayat Bybasai Sangh) v. Rastriya 

Beema Co. Ltd., Beema Sami" , Part 4, 2078, Decision Date 3 Bhadra 2072.
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manage the property, par� cularly in the case of public vehicles28. Furthermore, NIA has 

clarifi ed that the insurable interest must lie in one’s own insurance policy, rather than 

in the policy of a third party, even in cases involving third-party claims,29 regardless of 

which party is at fault in the accident.

Observa� on in Landmark Cases

In Lucena v. Craufurd,30 it was established that a person has an insurable interest 

in a subject ma! er if they stand to benefi t from its con� nued existence and would 

suff er a loss in the event of its damage or destruc� on. Building upon this principle, 

the House of Lords (UK) has adopted the following rules to determine the presence/

absence of insurable interest:

A. There must be a direct rela� onship between the insured and the subject 

ma! er.

B. The insured bears any loss or liability arising

C. The insured must have a legal or equitable interest /right in the subject 

ma! er

D. The insured’s interest/right must be capable of fi nancial/pecuniary 

es� ma� on or qualifi ca� on.

In this case, Jus� ce Lawrence ar� culated a founda� onal theory of insurable 

interest that centered on whether the insured possessed any property rights in the 

subject ma! er that was lost. According to her, insurance "… is applicable to protect 

men against an uncertain event which may in any wise be of disadvantage to them".31 

She further argued that to confi ne insurance "to the protec! on of the interest which 

arises out of property" would be to add "a restric! on to the contract which does not 

arise out of its nature",32 thereby narrowing its purpose unjus� fi ably. In contrast, Lord 

Eldon maintained a more rigid view, asser� ng that an insurable interest could not exist 

"unless there be a right in the property or a right derivable out of some contract about 

the property".33 His posi� on was grounded in the no� on of a "legally enforceable right" 

or "property test", although the right may be economically worthless. He cau� oned 

that adop� ng a broader standard, such as the factual expecta! on of loss or moral 

28 Punya Prasad Tiwari v. Prabhu Insurance. Ltd.¸ Beema Sami� , Part 6, 2079, Decision Date 5 Falgun 2078

29 Umasnkhar Shah Kalwar v. Nepal Insurance Co. Ltd., Beema Sami� , Part 5, 2075, Decision Date 9 Poush 

2076; Nepal Electricity Authority v. Prabhu Insurance Ltd, Beema Sami� , Part 5, 2078, Decision Date 27 

Jestha 2078.

30 Lucena v Crafurd, House of Lords, UK, 1806, 127 E.R. 630; In this case, Royal commissioner insured a 

number of vessels and their cargoes. A$ er two trials, the Royal Commissioners were held en� tled to 

recover in respect of their losses.

31 Ibid. p. 301.

32 Ibid. p. 302.

33 Ibid. p. 321.
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certainty test, would open the door for virtually anyone to insure, thereby blurring the 

line between legi� mate insurance and mere specula� on.

Moving a bit farther from the Eldon property test, the courts in Paterson v. Harris34  

and Wilson v. Jones,35 adopted a more fl exible approach to allow two shareholders36 

(who had no right of ownership in the cable or any legally enforceable right). These 

cases were overruled by the case Macaura v. Northern Assurance Co. Ltd.,37 which 

required a "legal or equitable interest" to establish an insurable interest.38 However, in 

Chadwick v. Gibraltar General Insurance Co.,39 the true owner had insured the car, and 

two insureds had paid premiums for the same risk, but neither insured could recover 

from the insurer.40

Together, the above cases refl ect a judicial evolu� on in the UK from an expansive 

view of insurable interest rooted in economic expecta� ons, back to a narrower legal 

standard requiring enforceable rights or ownership, a shi#  intended to safeguard 

insurance from becoming a tool for wagering or specula� ve risk-taking.

CONCLUSION 

In an insurance contract, the insurer promises the insured party that it will save 

or indemnify them from losses caused by a par� cular con� ngent event. Due to this, 

insurance contract possesses features of an indemnity contract (a promise to save 

another that occurs due to the conduct of the promisor or other person but not by 

a human-like act of god), aleatory contract (con� ngent contract whose performance 

depends on the occurrence of an uncertain event beyond the control of both par� es, 

for example, natural disasters and deaths), contract of adhesion (standardized and 

fi xed since the forma� on do not go through a phase of nego� a� on; take it or leave it 

contract), along with the other essen� al principles. Further, in insurance contracts, these 

34 Paterson v. Harris, 1861, 121 E.R. 740.

35 Wilson v. Jones, 1867, L.R.2 Exch. 139.

36 In these cases, shareholders in a company established to lay a submarine cable between the UK and 

the US, despite having no legal ownership or enforceable rights in the cable itself, were allowed to 

recover under insurance policies a# er the cable was destroyed. The decisions refl ected a broader 

interpreta� on of insurable interest, recognizing the poten� al for fi nancial loss even without direct legal 

rights in the insured property.

37 Macaura v. Northern Assurance Co. Ltd., 1925, AC 619.

38 In this case, Macaura, the sole shareholder and principal creditor of the Irish Canadian Saw Mills Ltd., 

had taken out fi ve fi re insurance policies on � mber located on the Killymoon estate. Although he had 

substan� al economic interest in the � mber, legal � tle rested with the company. The House of Lords 

held that Macaura lacked an insurable interest because he had neither a legal nor an equitable � tle to 

the � mber. His shareholder status, they reasoned, did not confer a proprietary right in the company's 

assets, reaffi  rming the need for a "legal or equitable interest" to establish an insurable interest.

39 Chadwick v. Gibraltar General Insurance Co, 1982, 34 O.R. (2d) 488, ILR para. 1-1481 (Co. Ct.).

40 Reuben A. Hasson, 'Reform of the Law Rela� ng to Insurable Interest in Property- Some Thoughts on 

Chadwick v. Gibraltar General Insurance', Canadian Business Law Journal, 1983 
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principles can be categorized as usual and specifi c condi� ons. Various jurispruden� al 

developments have established these specifi c condi� ons and features that eventually 

evolve into essen� al criteria for a valid insurance contract. Among them, insurable 

interest is one of the important principles of insurance. From the above illustra� on, 

the insurable interest lies in diff erent people (legal or natural) jointly and individually, 

depending on factors such as the type of insurance, the � me at which the policy is 

issued, and the occurrence of loss. Therefore, it is crucial for individuals/policyholders 

to thoroughly review the terms and condi� ons of a policy, understand the specifi c type 

of insurance selected, and accurately assess the scope of risks the policy is intended 

to cover.

)))
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Abstract:

Livestock enterprise is prone to various 

diseases, accidental death and natural 

calami� es. The agriculture & livestock 

insurance system was developed in 2069 B.S 

to promote and develop this sector in Nepal 

reducing risk in agriculture & livestock sector. 

The government provides an 80% subsidy 

for sum insured up to 50 lakhs, 65 % subsidy 

for sum insured from 50 lakhs up to 1 crore 

and 50% subsidy to sum insured above 1 

crore on the insurance premium to mo� vate 

farmers to insure their livestock species and 

agriculture product and help to enhance 

produc� vity & reduce the poverty. To access 

the status of subsidy amount, subsidy 

growth rate and policy issued, the 14 non-life 

insurance companies located in Kathmandu 

were selected randomly for data collec� on. 

The study suggested an increasing trend of 

subsidy. The average subsidy amount was 

620.0413 million. The least subsidy amount 

was found to be min 5.646187 million in year 

2070- 71 while the highest subsidy amount 

was 1407.618 million in year 2079-80 and 

there was increase in policy number over the 

years except in the year 2079-80; however, 

Assessment of subsidy amount and livestock 

insurance policies in Nepal

Dr. Swotantra Dangi

Live Stock Offi  ce,

Nepal Insurance Authority
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great challenge remains on government part for proper design, planning and subsidy 

implementa� on to promote equality, access credit to farmers and effi  cient reach to 

target farmers. Thus, the proper design, planning and implementa� on of subsidy and 

� mely claim payment to the farmers are essen� al for success of livestock insurance 

program in Nepal. 

KEYWORDS: Livestock, Non-Life Insurance Companies, Policies, Subsidy, Nepal.

1. Introduc� on:

Agriculture contributes 27% of Gross Domes� c Product (GDP) playing an 

inevitable role in Nepalese economy. Livestock commodity of the agriculture sector 

that accounts for 25.7% of agricultural GDP, also plays an important role in daily human 

nutri� on as well as na� onal economy (Poudel et al., 2020). Livestock contribute to the 

Nepalese economy Nepal through upli! ing the economy of the farmers. In Nepal, the 

es� mated livestock numbers viz: 47,50,329 Ca" le heads, 30,81,062 buff aloes, 53,195 

yaks,5,01,849 sheep, 1,45,41,244 goats and 6,52,05,250 poultry, Horse/Mules/Donkey 

17,332 (Agriculture and Livestock Diary, 2081). Disease outbreak in livestock farming 

and agricultural pest has caused a serious problem on agriculture cereal crops like 

paddy, wheat, maize, etc. (Pandey et al., 2021). Various diseases in livestock such cause 

huge loss to the farmers and this risk should be minimized through insurance. A study 

reported that the mortality rates for ca" le and buff alo range between 2% to 3% and 

slightly higher for small animals in Nepal (World Bank, 2009).

Various climate change impacts on livestock include various diseases occurrence, 

loss of forage, water scarcity, decline in milk produc� on etc. (Dhakal et al., 2013). 

Those risks in livestock enterprises need to be addressed to support the farm income. 

Being a risky enterprise, the livestock sector seeks an eff ec� ve risk bearing mechanism. 

Subsidizing agriculture insurance is prac� ced in many countries with an objec� ve of 

achieving. Livestock enterprise is most unpredictable and vulnerable to risk due to 

disease, lack of veterinary services, and natural disasters such as earthquakes, fl oods, 

and landslides, droughts and accidental deaths due to fi re, lightning, wild animals a" ack 

and natural death Thus, the livestock insurance is an eff ec� ve risk-bearing mechanism 

(Devkota et al., 2020). Apart from this, government subsidy on premium amount plays 

a crucial role in suppor� ng livestock insurance in Nepal. The study is carried out with 

an objec� ve to iden� fy the status the livestock subsidy and claim ra� o over 10 years 

period in Nepal and provide the recommenda� ons based on those fi ndings.

2. Importance of Agriculture and livestock Insurance in Nepal:

As per the sta� s� cal informa� on on Nepalese Agriculture 60.4% of popula� on 

are engaged in agriculture sector in Nepal. Majority of the popula� on involved are 
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female (72.8%) and male (60.2%). The agriculture and livestock insurance in Nepal helps 

to prevent the future economic loss through insurance of agriculture commodi� es 

and livestock breeds. The agriculture insurance in Nepal not only promote farmers 

for increased food produc� on but also plays a signifi cant role in minimizing risk 

associated with adverse condi� ons and maintain fi nancial stability of farmers (Pandey 

et al., 2022). It protects farmers from loss due to various vulnerable condi� ons. The 

insurance of such sectors is guided by Agriculture, livestock and Herbs direc� ve 2079.

In Nepal, the concept of Agriculture insurance developed in 2069 B.S Magh 1 to bring 

commercializa� on in agriculture sector and prevent the future economic loss through 

natural calami� es as well as disease, pests and wild animals (Agriculture, herb and 

livestock Chinari, 2081)

3. Risk Coverage by Agriculture, Livestock and Herbs Insurance in Nepal:

 The risk covered by the insurance are fi re or fi re related loss, storms and hurricane 

or tornado related loss, heavy rainfall, unfavorable rainfall, hailstorm and snow related 

loss, drought, fog and sheetlahar related loss, natural calami� es like fl ood, landslide 

and soil erosion related loss, earthquake related loss, lightning related loss, accidental 

or accident-causing related loss, Death due to a" ack by wild animals related loss and 

disease related losses.

4. Risk that are not covered by Agriculture, Livestock and Herbs Insurance in 

Nepal

The risk that are not covered in case of Agriculture, Livestock and Herb 

Insurance in Nepal include Indirect losses due to agriculture, livestock and herbs 

insurance, loss due to destruc� on of the insurance product under certain unavoidable 

circumstances by government of Nepal, loss due to irradia� on and infrared or through 

its contamina� on, loss due to use of atomic bombs, chemicals or using weapons 

causing loss of human lives, loss due to army confl ict, war and foreign a" ack, a" ack 

within the country itself.

5. MATERIALS AND METHODS

 5.2 Study Area 

The 14 non-insurance companies located in Kathmandu were selected randomly 

for accessing the subsidy amount, subsidy growth rate and policy issued over period 

of 10 years.

5.3 Data Collec! on 

Ten years data from 14 non-life insurance companies were collected in specifi ed 

excel format and rearranged.
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6. Data Analysis

Data collected was analyzed using data analy� cal tool and descrip� ve sta� s� cs 

were obtained and    graphs were generated.

7. RESULT AND DISCUSSIONS

7.1 Subsidy Amount 

The average subsidy during 10-year period was 620.0413 million. The least 

subsidy was found to be min 5.646187 million in year fi rst (2070-71) while the highest 

subsidy was 1407.618 million in year tenth (2079-80). There has been the increasing 

trend of government subsidy in livestock insurance over the 10 years period which is 

illustrated by Figure 1. The study shows the increasing subsidy year wise over the 10 

years period, yet the government subsidy is unreachable to the marginalized farmers 

in Nepal and ul� mately indica� ng of low adop� on rate in Nepal.  

 A study on Raebareli district of U" ar Pradesh found that the con� nuous 

subsidy from government, farmer income, loans from the fi nancial ins� tu� ons and 

improvement in claim se" lement process were the important encouraging farmers for 

adop� on of ca" le insurance (Sendilkumar and Mishra ,2013)

Most of the subsidy in Nepal is directed to the large farms and unscrupulous farmers. 

The major reason behind this is lack of proper study on subsidy distribu� on by farmers 

economic condi� on and not being able to implement proper monitoring mechanism by 

the Nepal government. The government has been providing the subsidy; however, they 

are unable to allocate the subsidy on need basis or based on categoriza� on as small 

farmers and commercial farmers by earnings. Agriculture insurance has challenges during 

design, delivery and administra� on of insurance contracts that farmers are interested to 

buy (Hazell et al., 2016). Thus, the proper design and implementa� on of subsidy has 

been great challenge for the government to ensure that the subsidy reaches the target 

group. Although, the subsidy categoriza� on as per the subsidy direc� ve 2081 is done. 

The subsidy 80% is provided up to 50 lakhs sum insured, subsidy 65% is provided from 

sum insured above 50 lakhs to 1 crore, subsidy 50% is provided to sum insured above 

1 crore. However, there is no any clear indica� on whether the sum insured is per policy 

or not. Although, the subsidy categoriza� on has created capping based on sum insured 

which is a good start, however; it will create chances of sum insured distribu� on in a way 

that 80 percent subsidy is directed to most of the unscrupulous farmers. Therefore, the 

subsidy in future should be categorized based on the economic condi� on of farmers for 

be" er government subsidy distribu� on among the farmers rather than solely depending 

on the sum insured amount which bears no reliability.
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Figure 1: Bar graph showing the livestock subsidy over 10 years period

 *** fi rst=2070-71, second=2071-72, third=2072-73, fourth=2073-74, 

fi " h=2074-75, sixth=2075-76, seventh=2076-77, eighth=2077-78, ninth=2078-79, 

tenth=2079-80

7.2 Subsidy growth rate

 Regarding the subsidy growth rate, the average value of subsidy growth rate 

was 190 and standard devia# on 420.The highest subsidy growth rate was 1300% in the 

year second (2071-72) while the least subsidy growth rate was 1.95% in 2073-74. This 

is clearly illustrated by the line graph in Figure 2.

Figure 2: Line plot showing subsidy growth rate over 10 years period

*** fi rst=2070-71, second=2071-72, third=2072-73, fourth=2073-74, 

fi " h=2074-75, sixth=2075-76, seventh=2076-77, eighth=2077-78, ninth=2078-79, 

tenth=2079-80
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7.3 Policy Number:

The average policy number for 10 years period was 1,27, 075.The least policy 

number was found to be 983 recorded in year 2070-71 while the maximum policy 

number was 6,35,628 in the year 2078-79. The policy number were found to be in 

increasing trend year wise from Year 2070- 71 to Year 2078-79 followed by decrease 

in the year 2079-80 as illustrated in Figure 3. The increase in policy number indicates 

the increase in adop� ng livestock insurance during these years. Increase in livestock 

insurance may be due to increase in awareness programs in rural areas by insurance 

authority and all the concerned stakeholders such as companies, organiza� ons 

including private and public relevant to insurance sector. While, the major reason 

behind the decrease in policy issued in year 2079-80 was due to prolonged delay in 

subsidy release by Nepal Government and lengthy process of claim se� lement.

A study in Haryana indicated livestock insurance scheme has been adopted 

by the government with the objec� ve of protec� ng the small and marginal farmers 

against the risk of eventual death, accident and death of their livestock and qualita� ve 

increase of produc� on of livestock products. However; in reality the farmers faced a 

lot of constraints in livestock insurance adop� on and the adop� on was low due to 

animals not ge�  ng actual market price and lengthy process of ge�  ng claim (Prakash 

and Chandel (2020).

Although the fi ndings suggest the increase in policy number indica� ng increase 

insurance adop� on, however; the insurance adop� on is s� ll low in Nepal. As per the 

Na� onal Agriculture Census 2078, the agriculture insurance adop� on is very low by 

such popula� on which is only 4.4%. Among which 84.4 % of popula� on involved in 

agriculture have done livestock insurance and remaining being the agriculture insurance 

in Nepal (NSCA,2078). This is very low in compared with the insurance adop� on of the 

developing countries.

Figure 3: Bar graph showing livestock policy issued or sold over 10 years period 



308

*** fi rst=2070-71, second=2071-72, third=2072-73, fourth=2073-74, 

fi � h=2074-75, sixth=2075-76, seventh=2076-77, eighth=2077-78, ninth=2078-79, 

tenth=2079-80

8. CONCLUSION

In agriculture insurance, livestock being most vulnerable enterprise possess risk 

to various diseases, accidental deaths, a! ack by wild animals, natural calami" es and 

disease condi" ons. The smallholder farmers in Nepal face serious economic loss due 

to disease condi" on, natural disasters and accidental deaths. To compensate such 

losses and provide fi nancial security, the livestock insurance and government subsidy 

on premium plays an inevitable role. Further, the government subsidy mo" vates the 

farmers to increase livestock produc" on and thus helps in economy of farmers and 

making them fi nancially stable. It also links them with the credible Bank and agriculture 

credit programs for access to loans and helping them to cope with the disasters through 

subsidy. The fi ndings of the given study suggested that there is increasing trend of 

government subsidy from year 2070-71 to 2079-80.

The agriculture insurance possesses serious challenges when it comes to 

policy design, delivery and delivering the insurance product contract to the farmers 

that are willing to buy the product. The challenges are even more when subsidizing 

insurance product comes. The subsidy is more directed to commercial farmers who 

lobby poli" cally and thus subsidy is over u" lized by the large farmers rather than 

the smallholders’ farmers. Thus, it requires careful considera" on in the design and 

implementa" on of subsidies otherwise, they would prove unnecessarily expensive, 

create inequality which in turn undermine the insurance program, distort markets and 

resource alloca" on decisions. The insurance should be channelized through credible 

ins" tu" ons that link insurance to credit, access to input supplies and can iden" fy 

and effi  ciently reach intended target group of farmers. The government should have 

long term vision regarding subsidy design and planning through need assessment of 

ground reality. In addi" on to this, awareness regarding livestock insurance and ideal 

subsidy categoriza" on based on real need assessment through analyzing farmers 

economy and their categoriza" on and link the insurance with the credible banks and 

agriculture credit programs to facilitate the credit to target groups is inevitable. In 

addi" on to this, the government should develop the be! er monitoring mechanism to 

track the government subsidy.
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Abstract 

This paper inves� gates the rela� onship 

between life insurance sector growth and 

Nepal's economic performance over 28 

years.  Using annual data from 1997 to 2024, 

the research examines the rela� onship 

between paid-up capital, reserve funds, 

and investment of life insurance companies 

and per capita GDP. Time-series methods, 

including the Autoregressive Distributed Lag 

(ARDL) model and Granger causality tests, 

were applied to explore short-term and long-

term eff ects. The results show no evidence 

of a long-run rela� onship between the 

insurance variables and economic growth. 

However, in the short run, increases in paid-

up capital and investment have a posi� ve 

impact on per capita GDP. Granger causality 

tests indicate that economic growth drives 

expansion in paid-up capital, while internal 

sector growth is supported by reserve and 

investment performance. These fi ndings 

suggest that although the life insurance sector 

does not currently drive long-term economic 

growth, it plays a suppor� ve role in the 

short run. Policy reforms aimed at expanding 

investment opportuni� es and improving 

Short-Run Impact of Life Insurance 

Investments on Economic Growth in Nepal: A 

Time-Series Analysis (1997–2024)
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Lecturer of Economics, Birendra 

Mul� ple Campus, Tribhuvan 
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reserve fund u� liza� on could help strengthen the sector's future contribu� on to 

Nepal's economy.

Keywords: ARDL, Economic Growth, Investment, Life Insurance, Paid-Up Capital,

Reserve Fund

JEL Classifi ca� on: G22, O16, C32, E44 

1. Introduc� on 

Nepal’s life insurance sector has experienced rapid growth over the past 

three decades, driven by rising awareness, regulatory reforms, and greater fi nancial 

inclusion. As life insurance companies accumulate capital and invest in various 

fi nancial instruments, they have the poten� al to infl uence broader macroeconomic 

outcomes. In developing economies like Nepal, where capital markets are s� ll evolving, 

life insurance companies can serve as signifi cant fi nancial intermediaries, suppor� ng 

capital forma� on, employment, and public infrastructure development (Nguyen, 2024; 

Nwani & Omankhanlen, 2019). Beyond their tradi� onal func� on of providing fi nancial 

protec� on, these ins� tu� ons contribute to macroeconomic stability through strategic 

investments and reserve accumula� on (Sapitri et al., 2024). Over the past three 

decades, Nepal’s life insurance sector has expanded rapidly, evidenced by increased 

capitaliza� on, growing reserve funds, and rising investment volumes (Pant, 2024). 

However, despite this progress, the sector’s direct contribu� on to na� onal income and 

per capita GDP remains empirically underexplored.

Exis� ng studies in the Nepalese context primarily focus on individual behaviour 

and fi rm-level dynamics, such as policyholder sa� sfac� on, loyalty, and investment 

decision-making (Adhikari, 2024; Thapa, 2024; Pandey et al., 2024). While these 

microeconomic perspec� ves are valuable, they fall short of establishing whether 

the fi nancial growth of the life insurance sector translates into broader economic 

outcomes. To address this gap, the present study applies � me-series econometric 

techniques—specifi cally the Autoregressive Distributed Lag (ARDL) model and 

Granger Causality tests—to inves� gate the rela� onship between life insurance 

sector indicators (Paid-Up Capital, Reserve Fund, and Investment) and Nepal's Per 

Capita GDP over the period 1997–2024. By integra� ng macroeconomic modelling 

with sectoral fi nancial data, this study aims to generate policy-relevant insights 

into whether life insurance growth in Nepal merely follows economic expansion or 

ac� vely contributes to it.

2. Literature Review 

The link between life insurance sector development and economic growth has 

been widely examined in global literature, par� cularly in emerging economies. Life 
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insurance companies serve as key ins� tu� onal investors, capable of channelling long-

term funds into the economy, promo� ng capital market development, and enhancing 

fi nancial intermedia� on (Nguyen, 2024; Nwani & Omankhanlen, 2019). Empirical 

studies suggest that the fi nancial deepening brought by the insurance sector can 

support sustained economic expansion through increased investment effi  ciency and 

fi scal stability (Sapitri et al., 2024; Nainggolan & Soemitra, 2020). In Sub-Saharan Africa, 

Kwaleyela and Yohane (2025) reported that sound working capital management in life 

insurers contributed to improved fi nancial performance, indirectly suppor� ng na� onal 

income growth. Similarly, Shurie and Cheluget (2022) found that investment prac� ces 

and profi tability in insurance companies signifi cantly aff ect macroeconomic indicators 

in Kenya.

In Nepal, the scholarly discourse around life insurance has primarily focused on 

micro-level issues, such as policyholder behaviour, sa� sfac� on, and service quality. 

For instance, Adhikari (2024) inves� gated individuals' choices in buying life insurance 

and iden� fi ed socioeconomic factors as key determinants. Thapa (2024) and Pandey 

et al. (2024) emphasized that customer sa� sfac� on and trust infl uence loyalty among 

policyholders, especially in government-owned insurance fi rms. Studies by Bhandari 

and Sapkota (2024) in Butwal and by Ghimire et al. (2024) during the COVID-19 

pandemic also reinforced the infl uence of economic condi� ons on policyholder 

behaviour, including surrender decisions.

At the ins� tu� onal level, Aryal and Maharjan (2024) found that dividend policy 

aff ects share price movement in life insurance companies, sugges� ng an indirect link 

between insurer performance and investor behaviour. Pant (2024) explored the factors 

infl uencing investment decisions in the life insurance sector, revealing that regulatory 

compliance, risk preference, and market trends signifi cantly shape investment 

strategies. However, despite the expanding body of literature, the macroeconomic 

implica� ons of life insurance ac� vi� es in Nepal remain underexamined.

Most exis� ng research in Nepal has not explored whether the growth in life 

insurance sector indicators—such as paid-up capital, reserve accumula� on, and 

investments—contributes to measurable improvements in na� onal economic outcomes 

like per capita GDP. This gap is par� cularly notable given the sector's rising fi nancial 

footprint and poten� al role in capital market development. Addressing this void, the 

present study adopts a macroeconomic lens, employing � me-series econometric 

methods to evaluate the extent to which Nepal's life insurance sector has infl uenced 

economic growth over the past three decades. By doing so, the study aims to extend 

the academic conversa� on beyond fi rm-level and behavioural studies toward a more 

systemic understanding of the sector's developmental role.
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3. Research Methodology 

This study uses secondary data from the Nepal Rastra Bank’s Quarterly Economic 

Bulle� n for the period 1997–2024. The variables include per capita GDP (dependent), 

and three indicators of life insurance sector development: paid-up capital, reserve 

fund, and investment (independent). All variables are transformed into their natural 

logarithmic forms to ensure consistency and allow interpreta� on in percentage terms 

(Poudel et al., 2024a).

The Autoregressive Distributed Lag (ARDL) model is used to explore both short-

run and long-run rela� onships. This method is suitable for small samples and for 

data that are a mix of sta� onary at level and fi rst diff erence (Poudel et al., 2025). The 

ARDL model enables the analysis of both short-run dynamics and poten� al long-run 

rela� onships among the variables (Poudel et al., 2024). However, the ARDL bounds test 

result showed no evidence of long-run cointegra� on among the variables, which led 

the study to focus on short-run eff ects only. To further inves� gate causal direc� onality, 

the Granger Causality Test was applied to determine whether changes in life insurance 

variables could sta� s� cally predict changes in per capita GDP and vice versa.

To ensure the robustness and credibility of the results, several diagnos� c tests were 

conducted. These included tests for normality, autocorrela� on, heteroskedas� city, and 

parameter stability using the Jarque-Bera, Breusch-Godfrey, Breusch-Pagan-Godfrey, 

and CUSUM/CUSUMSQ tests, respec� vely (Poudel et al., 2025a). The outcomes 

confi rmed that the model sa� sfi es key sta� s� cal assump� ons, making the results 

reliable for interpreta� on.

This methodological approach was chosen to strike a balance between academic 

rigour and accessibility, avoiding overly technical complexity and focusing instead on 

producing policy-relevant insights into the evolving rela� onship between the insurance 

sector and economic growth in Nepal (Poudel et al., 2023). Figures and tables are used 

to summarize fi ndings and visualize the trends of the variables for clarity. 

4. Results

This sec� on presents the key fi ndings of the study based on the ARDL model 

es� ma� on and Granger causality tests, using annual data from 1997 to 2024. The results 

are organized into three parts: unit root tes� ng, ARDL short-run analysis, and causality 

tes� ng. Emphasis is placed on clarity and relevance, with complex results presented in 

a simplifi ed, narra� ve form supported by tables and fi gures where necessary.

Time Series Plots

Figure 1 illustrates the temporal trends of key macroeconomic and fi nancial 

indicators from 1997 to 2024. Panel (a) shows a steady and consistent increase in Per 

Capita GDP (in USD), with more rapid growth observed a! er 2010, refl ec� ng Nepal’s 
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broader economic expansion and structural development. Panel (b) displays a signifi cant 

rise in Paid-Up Capital of life insurance companies, par� cularly a� er 2015, sugges� ng 

enhanced regulatory compliance, capital restructuring, and sectoral growth. Panel (c) 

presents the growth of the Reserve Fund, which remained rela� vely fl at in the early 

years but exhibited exponen� al growth a� er 2010, indica� ng stronger reten� on of 

earnings and reserve accumula� on prac� ces by insurers. Lastly, Panel (d) shows a sharp 

and accelera� ng increase in Investment by life insurance companies, especially in the 

post-2015 period, highligh� ng the sector’s expanding role as a long-term ins� tu� onal 

investor. Collec� vely, these trends suggest a maturing insurance sector that mirrors 

and poten� ally reinforces broader economic development in Nepal.

The unit root test results (Table 1) indicate that some variables, such as ln(Per 

Capita GDP) and ln(Investment), are non-sta� onary at level but become sta� onary a� er 

fi rst diff erencing. This mixed order of integra� on (I(0) and I(1)) confi rms the suitability 

of the ARDL modelling approach for this analysis.

Following model selec� on through lag-length criteria (Table 2), the ARDL bounds 

test (Table 3) was used to examine the presence of a long-run rela� onship among the 

variables. The ARDL bounds test result shows that the F-sta� s� c (2.76) is below the 

cri� cal lower bound values, indica� ng no long-run cointegra� on among the variables. 

This suggests that the growth of life insurance indicators does not signifi cantly aff ect 

per capita GDP over the long term.

In the short-run ARDL error correc� on model (Table 3), the results show that 

lagged changes in paid-up capital and investment have a sta� s� cally signifi cant 

and posi� ve eff ect on per capita GDP, sugges� ng that short-term increases in these 

indicators are associated with improvements in economic performance. However, 

short-run dynamics tell a diff erent story. The ARDL error correc� on model reveals that 

lagged paid-up capital and investment have a posi� ve and sta� s� cally signifi cant eff ect 

on per capita GDP, while the reserve fund shows a short-run nega� ve eff ect. The error 

correc� on term is nega� ve and signifi cant, suppor� ng the short-term stability of the 

model.

The Granger causality tests (Table 4) provide further insight into the direc� onality 

of rela� onships among the variables. A signifi cant unidirec� onal causality is observed 

from per capita GDP to paid-up capital, sugges� ng that economic growth leads to 

increased capital forma� on within the insurance sector. However, no causal link is 

found between insurance variables to GDP, indica� ng that while the life insurance 

sector responds to economic growth, it may not yet serve as a strong short-term 

driver of it. Addi� onally, internal causality within the insurance sector is observed, 

with reserve funds and investments Granger-causing paid-up capital, highligh� ng 

opera� onal interdependencies among insurance indicators.
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Finally, the diagnos� c tests (Table 5) confi rm the robustness of the ARDL model. 

The residuals are normally distributed, and the model passes tests for homoscedas� city 

and the absence of serial correla� on. The CUSUM and CUSUM of Squares plots show 

that the model's coeffi  cients remain stable over the sample period. Diagnos� c tests 

confi rm that the model is sta� s� cally sound and stable.

The results reveal that while life insurance sector variables aff ect economic 

performance in the short run, there is no sta� s� cal evidence of a stable long-run 

rela� onship. These fi ndings suggest a responsive—but not yet transforma� ve—role of 

Nepal’s life insurance sector in driving sustained economic growth.

5. Discussion 

The results of this study provide useful insights into how Nepal’s life insurance 

sector relates to economic growth. While the ARDL bounds test showed no long-term 

rela� onship between paid-up capital, reserve fund, investment, and per capita GDP, the 

short-term results from the ARDL error correc� on model reveal important dynamics. 

Specifi cally, increases in paid-up capital and investment have posi� ve short-run eff ects 

on per capita GDP. This means that when insurance companies increase their capital 

or invest more, it can support short-term economic ac� vity—possibly by crea� ng jobs, 

improving fi nancial access, and boos� ng liquidity in the economy. In contrast, reserve 

fund accumula� on showed a nega� ve short-run eff ect, which may be because holding 

large reserves limits the amount of money insurance companies can inject back into 

the economy.

These fi ndings suggest that Nepal’s life insurance sector currently plays a 

suppor� ve role in the economy, primarily through short-term contribu� ons. This aligns 

with studies in other developing countries, such as Sapitri et al. (2024) and Kwaleyela 

and Yohane (2025), who found that insurance investments can support short-run 

income growth. However, unlike fi ndings in more developed fi nancial systems (Nguyen, 

2024), the Nepalese context shows no long-run impact from life insurance on GDP, 

likely due to regulatory constraints, underdeveloped capital markets, and limited 

investment diversifi ca� on.

The causality running from GDP to paid-up capital further supports the idea that 

economic growth leads the insurance sector, not vice versa. This is consistent with 

Nguyen (2024), who noted that in emerging markets, the insurance sector tends to 

follow rather than drive economic expansion. The internal link between investment 

and capital growth within the sector suggests that fi rm-level fi nancial performance 

does impact strategic capital alloca� on.

Compared to prior studies in Nepal focusing on policyholder behaviour (Adhikari, 

2024; Thapa, 2024), this study contributes a macro-level perspec� ve, showing how 
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sector-wide trends relate to na� onal development goals. The fi ndings suggest that 

Nepal’s life insurance sector plays a suppor� ve but not yet leading role in economic 

growth. To improve this, policymakers could revise investment policies to allow 

insurance funds to fl ow into produc� ve sectors such as infrastructure, agriculture, and 

innova� on. Strengthening the connec� on between insurance companies and capital 

markets may also help increase their long-term impact. If these changes are made, 

the sector could transi� on from being a follower of economic growth to becoming an 

important driver of it.

6. Conclusion and Policy Implica� ons

This study explored the rela� onship between Nepal's life insurance sector 

and economic growth using � me-series data and found no evidence of a long-run 

connec� on. However, in the short run, capital expansion and investments by insurers 

posi� vely infl uence per capita GDP. This suggests that while the sector may not yet 

lead to long-term development, it can support short-term economic momentum. 

These results highlight important direc� ons for policy and sectoral reform. To 

increase the long-term impact of the life insurance industry, the government and 

regulatory authori� es should consider expanding investment opportuni� es into more 

produc� ve areas such as infrastructure, green energy, and small enterprises. Improving 

the use of reserve funds and strengthening links with the capital market could also 

support broader fi nancial development. This study adds to the limited macro-level 

research on life insurance in Nepal and off ers evidence for the sector's poten� al role 

in suppor� ng economic growth. Future research could include non-life insurance, use 

advanced modelling techniques, or compare Nepal with other countries in the region to 

deepen understanding of the insurance sector's contribu� on to na� onal development.

)))
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Annexes

Figure 1 Trends of key macroeconomic and fi nancial indicators from 1997 to 2024

 

Table 1: Unit Root Tes! ng

UNIT ROOT TEST TABLE (PP)

At Level Ln (Paid-Up 

Capital)

Ln (Reserve 

Fund)

Ln 

(Investment)

Ln (Per Capita 

GDP)

With Constant t-Sta! s! c -2.1996 -1.6272  1.1370 -0.3207

With Constant & Trend t-Sta! s! c -1.9346 -0.4492 -2.8793 -1.7433

Without Constant & Trend t-Sta! s! c  1.3304  0.5641  12.1102  4.0781

  

At First Diff erence d(Ln (Paid-Up 

Capital))

d(Ln (Reserve 

Fund))

d(Ln 

(Investment))

d(Ln (Per 

Capita GDP))

With Constant t-Sta! s! c -3.4917**  0.7965 -6.2426*** -4.1750***

With Constant & Trend t-Sta! s! c -3.6919**  1.0025 -6.6272*** -4.1187**

Without Constant & Trend t-Sta! s! c -2.9091*** -0.6572 -1.3772 -2.8369***

UNIT ROOT TEST TABLE (ADF)

At Level Ln(Paid-Up 

Capital)

Ln(Reserve 

Fund)

Ln(Investment) Ln(Per Capita 

GDP)

With Constant t-Sta! s! c -2.1275 -2.4413  0.3464 -0.3089

With Constant & Trend t-Sta! s! c -1.9824 -0.7842 -2.7811 -1.7433

Without Constant & Trend t-Sta! s! c  1.8144 -3.1021***  9.6037  4.2729
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At First Diff erence d(Ln(Paid-Up 

Capital))

d(Ln(Reserve 

Fund))

d(Ln 

(Investment))

d(Ln(Per 

Capita GDP))

With Constant t-Sta� s� c -3.4976**  0.7965 -5.0580*** -4.2239***

With Constant & Trend t-Sta� s� c -3.7958**  2.2649 -4.9784*** -4.1219**

Without Constant & Trend t-Sta� s� c -2.8656*** -0.6572 -0.9909 -1.0068

Table 2: VAR Lag Order Selec� on Criteria

Lag LogL LR FPE AIC SC HQ

0 -46.01392 NA  0.000759  4.167827  4.364169  4.219916

1  43.72401  142.0851  1.67e-06 -1.977001 -0.995290 -1.716553

2  67.02935   29.13167*  1.03e-06 -2.585779 -0.818699 -2.116972

3  87.59436  18.85126  1.02e-06 -2.966197 -0.413747 -2.289031

4  121.3600  19.69663   5.61e-07*  -4.446668*  -1.108849*  -3.561144*

Table 3: ARDL Error Correc� on Regression, Selected Model: ARDL(1, 4, 2, 2)

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coeffi  cient Std. Error t-Sta� s� c Prob.   

D(LN Paid-Up Capital) 0.034273 0.035168 0.974547 0.3507

D(LN Paid-Up Capital (-1)) -0.107906 0.022350 -4.828025 0.0005

D(LN Paid-Up Capital (-2)) -0.042877 0.023561 -1.819807 0.0961

D(LN Paid-Up Capital (-3)) 0.076819 0.021444 3.582337 0.0043

D(LN Reserve Fund) -0.007118 0.023983 -0.296811 0.7721

D(LN Reserve Fund (-1)) -0.605603 0.258442 -2.343289 0.0389

D(LN Investment) 0.336468 0.183953 1.829102 0.0946

D(LN Investment (-1)) 0.907124 0.206575 4.391256 0.0011

CointEq(-1)* -0.223472 0.051470 -4.341792 0.0012

    

R-squared 0.731907     Mean dependent var 0.074010

Adjusted R-squared 0.588924     S.D. dependent var 0.081461

S.E. of regression 0.052229     Akaike info criterion -2.786373

Sum squared resid 0.040918     Schwarz criterion -2.344602

Log likelihood 42.43647     Hannan-Quinn criter. -2.669171

Durbin-Watson stat 2.119885
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F-Bounds Test Null Hypothesis: No levels rela� onship

Test Sta� s� c Value Signif. I(0) I(1)

F-sta� s� c  2.764836 10%  2.37 3.2

k 3 5%  2.79 3.67

2.5%  3.15 4.08

1%  3.65 4.66

Table 4: Pairwise Granger Causality Tests

 Null Hypothesis: Obs F-Sta� s� c Prob. 

LN Paid-Up Capital  LN Per Capita GDP  24  1.03869 0.4198

LN Per Capita GDP  LN Paid-Up Capital  5.16906 0.0081

LN Reserve Fund  LN Per Capita GDP  24  0.48088 0.7495

LN Per Capita GDP  LN Reserve Fund  2.86503 0.0602

LN Investment  LN Per Capita GDP  24  0.38270 0.8176

LN Per Capita GDP  LN Investment  0.61627 0.6576

LN Reserve Fund  LN Paid-Up Capital  24  15.2641 4.E-05

LN Paid-Up Capital  LN Reserve Fund  0.68645 0.6124

LN Investment  LN Paid-Up Capital  24  14.2063 5.E-05

Paid-Up Capital  LN Investment  3.78533 0.0254

LN Investment  LN Reserve Fund  24  1.33030 0.3040

LN Reserve Fund  LN Investment  2.47620 0.0889

Table 5: Diagnos! cs and Stability Test Results

Diagnos� cs Sta� s� cs p-value

Normality(J-B) 0.780243 0.676975

Serial Correla� on F-sta� s� c 1.140727 0.3618

B-P-G Test(Scaled explained SS) 2.360480 0.9986

CUSUM Test Stable

CUSUM of Square Test Stable

)))
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Introduc� on:

Climate risk refers to the poten� al for 

harm to socie� es and ecosystems resul� ng 

from the impacts of climate change. It can be 

broadly categorized into three types: physical 

risks, transi� on risks, and liability risks.

• Physical risks are related to the direct and 

indirect losses incurred due to climate 

change and weather-related events 

aff ec� ng insured en� � es or assets.

• Transi� on risks arise from changes 

in climate policy, technological 

advancements, and shi� s in market 

sen� ment during the transi� on to a low-

carbon economy. These risks can lead to 

fl uctua� ons in asset prices or broader 

economic disrup� ons.

• Liability risks involve individuals or 

businesses that suff er losses due to 

climate change and seek compensa� on 

from those they hold responsible. This may 

include legal ac� on against companies or 

governments that failed to reduce their 

contribu� ons to climate change or to 

adapt appropriately to its impacts.

In recent years, increasing climate risks 

have caused signifi cant damage to global socio-

Assessing Climate Risk and its Impact on the 

Insurance Sector

Umesh Thapa

Senior Offi  cer, Risk Management

Prime Commercial Bank Limited
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economic ac� vi� es and fi nancial stability. Nepal is par� cularly vulnerable to these risks 

due to its geographic loca� on, topography, and reliance on climate-sensi� ve sectors 

such as agriculture and hydropower. Climate risk poses one of the greatest challenges 

for countries like Nepal, where the threat is even more pronounced due to the high 

suscep� bility to natural disasters such as fl oods, landslides, and extreme weather 

events.

Nepal’s economy and the livelihoods of its people are heavily dependent on the 

climate, with a large propor� on of the country’s Gross Domes� c Product � ed to climate-

sensi� ve ac� vi� es. Current climate variability and extreme events have already led to 

substan� al impacts and economic costs. Due to a combina� on of poli� cal, geographic, 

and social factors, Nepal is recognized as highly vulnerable to the impacts of climate 

change, ranking 128th out of 181 countries in the 2020 ND-GAIN Index.

Climate Risk and the Insurance Sector

The fi nancial sector—par� cularly the insurance industry—stands at the forefront 

of climate risk exposure. The impact of climate risks on insurers is mul� faceted, 

encompassing physical transi� on and liability risks. The insurance industry plays 

several key roles within the fi nancial system, including risk assessment, management, 

underwri� ng, and investment. An insurer’s invested assets and core business opera� ons 

can be directly and indirectly aff ected by risks associated with climate- and weather-

related events and condi� ons.

The various categories of climate risk impact the insurance sector in the following 

ways:

Physical risks arise from increased damage and losses due to both gradual climate 

trends and extreme events. While insurers may have experience in understanding the 

dynamics of such events and adjus� ng exposures through annual contract re-pricing, 

the poten� al for physical climate risks to evolve in non-linear ways—such as previously 

uncorrelated events occurring simultaneously—can result in unexpectedly high claims 

burdens.

Beyond insured losses, climate trends and shocks can cause broader economic 

disrup� ons that aff ect insurers and the fi nancial system at large. At the macroeconomic 

level, uninsured losses from physical risks may reduce resource availability and 

economic produc� vity across sectors, aff ect the profi tability of fi rms and individual 

assets, disrupt supply chains, and ul� mately infl uence insurance market demand. Such 

uninsured losses can also have cascading eff ects across the fi nancial system, impac� ng 

investment fi rms, banks, and credit markets. In areas with high physical risk profi les, 

the unavailability of insurance—or the risk of becoming uninsurable—can signifi cantly 

aff ect credit performance and investment outcomes across the economy.
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Transi� on risks stem from disrup� ons and shi� s associated with the transi� on to 

a low-carbon economy, which can aff ect asset values and the costs of doing business. 

These risks may be driven by policy changes, market dynamics, technological innova� on, 

or reputa� onal factors. Key examples of transi� on risks recognized by public authori� es 

and central banks include regulatory reforms impac� ng carbon-intensive sectors such 

as energy, transport, and industry.

Transi� on risks stem from disrup� ons and shi� s associated with the transi� on to 

a low-carbon economy, which can aff ect asset values and the costs of doing business. 

These risks may be driven by policy changes, market dynamics, technological innova� on, 

or reputa� onal factors. Key examples of transi� on risks recognized by public authori� es 

and central banks include regulatory reforms impac� ng carbon-intensive sectors such 

as energy, transport, and industry.

Liability risks include the risk of climate-related claims under liability policies, as 

well as direct claims against insurers for failing to manage climate risks. Climate-related 

li� ga� on has increased signifi cantly around the world, including cases concerning both 

ac� on and inac� on related to climate mi� ga� on and adapta� on eff orts.

Liability risks may arise if the management and boards of insurers fail to adequately 

consider or respond to the impacts of climate change, or fail to appropriately disclose 

current and future risks—poten� ally leading to damages claims or tort li� ga� on.

There may also be exposure under Directors and Offi  cers (D&O) insurance, 

Professional Indemnity (PI) insurance, and third-party environmental liability policies. 

While the debate around legal precedent in this area remains ongoing and complex, 

there has been a notable rise in major lawsuits related to climate change over the past 

two years. This trend is likely to play an important role in shaping the future of liability 

risk for insurers.

Major Inherent Risk Factors

The following are key inherent risk factors derived from the climate risk categories 

discussed above:

• Underwri� ng Risk: Climate change is already aff ec� ng the frequency and intensity 

of high-impact natural catastrophes around the world, leading to an increase in 

weather-related insurance claims.

• Market Risk: From a pricing perspec� ve, insurers’ capacity to underwrite business 

may be constrained by increasing physical risks to insured property and assets—

par� cularly if risk-based pricing exceeds customer willingness to pay. There 

is growing evidence that domes� c proper� es in high-risk areas are becoming 

uninsurable due to heightened exposure to physical risks such as wildfi res, 

storms, and sea level rise. Market contrac� ons resul� ng from these physical 
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risks are likely to further exacerbate barriers for consumers seeking insurance 

coverage. Transi� on risks may also signifi cantly alter the types of products and 

services demanded from insurers. An inability to appropriately design products 

that align with evolving needs could lead to a loss of market share and pose a 

strategic risk to overall business viability.

• Investment Risk: The profi tability of insurers’ investment por� olios may be 

aff ected if they are invested in sectors or assets that are par� cularly vulnerable 

to physical or transi� on-related climate risks. In extreme cases, this could 

constrain insurers’ capacity to pay future claims. The impact of climate risks at 

the por� olio level will depend on factors such as the concentra� on of holdings 

in specifi c fi rms or sectors, the eff ec� veness of diversifi ca� on and hedging 

strategies, and the strength of eff orts to ac� vely manage and monitor exposures. 

While some insurers may be par� ally insulated from climate-related eff ects due 

to their investment behavior, only a few fi rms are proac� vely exploring how their 

por� olios may be impacted by climate change—both now and in the future.

• Strategic Risk: Physical or transi� on-related climate events, trends, or scenarios 

may pose strategic challenges to insurers, poten� ally inhibi� ng or preven� ng 

them from achieving their strategic objec� ves. Examples include loss of 

compe� � veness due to inadequate strategies for physical climate risk mi� ga� on, 

poor future planning, or failure to respond eff ec� vely to transi� on risks that are 

reshaping the industry landscape.

• Opera� onal Risk: Physical climate impacts may aff ect an insurer’s own assets—

including property, equipment, IT systems, and human resources—resul� ng 

in increased opera� ng costs, reduced claims management capacity, or even 

opera� onal disrup� ons.

• Reputa� onal Risk: In recent years, insurance underwri� ng or investment in 

sectors perceived as contribu� ng to climate change has become a growing 

concern for civil society. This is exemplifi ed by social movements advoca� ng 

for divestment from fossil fuels and the cessa� on of underwri� ng for coal-fi red 

power infrastructure.

Nepal Green Finance Taxonomy and the Insurance Sector

Nepal Rastra Bank has developed a Green Finance Taxonomy to encourage the 

fl ow of domes� c green fi nance and support ini� a� ves such as green bonds, climate risk 

repor� ng, and capital mobiliza� on across the fi nancial sector—including the insurance 

industry. The Green Finance Taxonomy provides a classifi ca� on of economic ac� vi� es 

(assets, projects, and sectors) that qualify as “green” or environmentally sustainable. 

This classifi ca� on is intended to help fi nancial sector actors iden� fy, track, and 
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demonstrate the creden� als of their green ac� vi� es, and to direct capital, resources, 

and capacity toward Nepal’s green, resilient, and inclusive economy.

The insurance sector in Nepal holds signifi cant poten� al to support the transi� on 

toward green fi nance. The Government of Nepal has already ini� ated agriculture and 

livestock insurance programs, with non-life insurance companies off ering related 

services. The federal government provides an 80 percent subsidy on insurance 

premiums in this sector.

In addi� on to agriculture and livestock, non-life insurance in Nepal also covers 

areas such as cold storage, hydropower genera� on, renewable energy produc� on, 

electricity transmission and distribu� on, cable cars, and tourism infrastructure. 

Furthermore, a few insurance companies have begun pilo� ng index-based fl ood 

insurance, which compensates for poten� al fl ood damage based on objec� vely 

measured parameters.

However, to fully address large-scale disasters and the growing economic costs 

of climate change, there is a need for a stronger regulatory framework, expanded 

coverage, and a transi� on to a risk-based regime in the insurance sector.

A Way Forward

Clearly, climate risks can have varying impacts on insurers depending on 

factors such as their core underwri� ng business areas, investment strategies, size, 

specializa� on, geographic reach, and domicile. Over the long term, climate change is 

likely to have implica� ons for all types of insurers—whether through risk management, 

risk transfer, investment ac� vi� es, or broader macroeconomic impacts.

The Nepal Insurance Authority (NIA) should assess how climate change is currently 

aff ec� ng, and may con� nue to aff ect, the underwri� ng and investment ac� vi� es of 

the insurance sector. It should also develop appropriate strategies and ac� on plans 

to mi� gate climate-related risks within the industry. Addi� onally, the NIA should 

expand its eff orts in areas such as fi nancial stability risk assessment, the development 

of supervisory frameworks, suppor� ve regulatory materials, and capacity building 

ini� a� ves.

Climate change represents a signifi cant source of fi nancial risk, aff ec� ng both 

the resilience of individual insurers and the stability of the global fi nancial system. 

While insurers are exposed to both transi� on and physical risks through their 

underwri� ng and investment por! olios, they also have the poten� al to serve as key 

agents in iden� fying, mi� ga� ng, and managing climate risks—thereby contribu� ng to 

a sustainable transi� on to a net-zero economy.

Insurers must recognize the importance of providing comprehensive guidance 

to policyholders to help them navigate climate-related challenges, while ensuring that 
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product coverage remains robust and reliable. Climate risks should be addressed at all 

relevant levels within an insurance organiza� on—including at the board level—through 

the implementa� on of sound governance, strategic planning, and opera� onal policies.

Climate change poses a major threat to sustainable development outcomes. 

Nepal is commi� ed to playing an ac� ve role in suppor� ng the integra� on of climate 

ac� on into na� onal development agendas.
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Nepal, a landlocked country nestled in 

the Himalayas, boasts immense poten� al for 

hydropower genera� on.  With an es� mated 

theore� cal capacity of 83,000 MW, the 

na� on possesses one of the world's richest 

endowments of freshwater resources.  

However, harnessing this poten� al face 

numerous challenges.  One crucial element 

o� en overlooked is the role of hydropower 

insurance in mi� ga� ng risks and fostering a 

more robust hydropower sector.

Prospects for Hydropower Insurance

Risk Mi� ga� on: Hydropower projects 

are inherently risky endeavors.  They face 

geological hazards like earthquakes and 

landslides, extreme weather events like 

fl oods and droughts, and construc� on delays.  

Hydropower insurance can off er coverage 

for these perils, protec� ng developers from 

fi nancial losses and project delays.

Increased Investment: By mi� ga� ng 

risks, insurance can incen� vize private sector 

par� cipa� on.  Investors are o� en hesitant 

due to the high upfront costs and poten� al for 

catastrophic losses.  Hydropower insurance 

can alleviate these concerns, a$ rac� ng much-

needed capital for project development.

Hydropower Insurance in Nepal: Prospects, 

Opportuni� es and Challenges

Prashant Raj Neupane

Manager,

Trust Insurance Brokers Pvt. Ltd.
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Improved Project Viability:  Insurance companies conduct thorough risk 

assessments before issuing policies.  This process can iden� fy poten� al vulnerabili� es 

in project design and construc� on, leading to more robust and sustainable projects.

Enhanced Financial Stability:  Insurance payouts in the event of a covered loss 

can help hydropower developers recover fi nancially and resume opera� ons.  This 

fi nancial stability fosters a more reliable and resilient power sector.

Opportuni! es for Hydropower Insurance Development

Several opportuni� es exist to develop a robust hydropower insurance market in 

Nepal:

Product Development:  Tailored insurance products catering to the specifi c 

needs of Nepali hydropower projects are crucial.  These could include coverage for 

construc� on delays, poli� cal risks, and geological hazards prevalent in the region.

Regulatory Framework: A suppor� ve regulatory framework is essen� al.  The 

government can work with insurance companies to develop clear guidelines for risk 

assessment, policy issuance, and claim se" lement.

Capacity Building:  Building exper� se within the insurance industry is crucial.  

Training programs and workshops can equip insurance professionals with the 

knowledge to assess hydropower risks and design appropriate products.

Public-Private Partnerships:  Collabora� on between the government, insurance 

companies, and development agencies can foster innova� on and knowledge sharing.  

This can lead to the development of risk-sharing mechanisms and aff ordable insurance 

solu� ons.

Challenges to Overcome

Despite the promising prospects, signifi cant challenges must be addressed:

Limited Awareness:  Awareness of hydropower insurance benefi ts remains low 

among project developers in Nepal.  Educa� onal campaigns and workshops can bridge 

this knowledge gap.

Limited Risk Pool:  The ini� al pool of insured hydropower projects might be 

limited.  This can make it diffi  cult for insurance companies to spread risk eff ec� vely, 

poten� ally leading to higher premiums.

Data Scarcity:  Historical data on accidents, natural disasters, and equipment 

failures related to hydropower projects in Nepal is scarce.  This makes it challenging for 

insurers to accurately assess risks and price policies compe� � vely.

Regulatory Hurdles:  Exis� ng insurance regula� ons might not adequately address 

the specifi c needs of hydropower projects.  Streamlining regula� ons and simplifying 

claim se" lement processes can incen� vize wider adop� on of hydropower insurance.
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Hydropower insurance has the poten� al to be a game-changer for Nepal's energy 

sector.  By mi� ga� ng risks, a� rac� ng investment, and promo� ng fi nancial stability, it 

can pave the way for the development of a more robust and sustainable hydropower 

industry.  Overcoming challenges through a collabora� ve approach involving the 

government, insurance industry, and interna� onal partners is crucial to unlock the full 

poten� al of hydropower insurance for Nepal's energy future.

Exis� ng Hydropower Insurance Products in Nepal: A Limited Landscape with Room 

for Growth

Nepal, a na� on blessed with immense hydropower poten� al, faces the challenge 

of mi� ga� ng risks associated with project development and opera� on.  While 

hydropower insurance can play a crucial role in achieving this, the current landscape 

in Nepal remains limited.  This essay explores the exis� ng hydropower insurance 

products, highligh� ng their limita� ons and the poten� al for future development.

One primary product currently off ered in Nepal is Contractors All Risk (CAR) Insurance, 

also known as Contract Works Insurance.  This policy primarily protects developers during 

the construc� on phase of a hydropower project.  It covers physical loss or damage to civil 

works, plant and machinery, and third-party liability arising from construc� on ac� vi� es.  

While essen� al, CAR insurance has limita� ons.  It does not typically cover:

Design defects: If a project suff ers losses due to faulty design, CAR insurance 

might not off er compensa� on.

Opera� onal risks: Once a project becomes opera� onal, losses arising from 

equipment failure, natural disasters, or poli� cal unrest are o" en included.

Delay in start-up: CAR insurance usually doesn't compensate for delays in project 

comple� on beyond a specifi ed period.

Another poten� al off ering is Erec� on All Risk (EAR) Insurance.  This policy provides 

coverage during the installa� on and commissioning phase of a hydropower project, 

bridging the gap between CAR and opera� onal insurance.  However, its availability and 

specifi c terms might vary depending on the insurance company.

Opera� onal phase insurance, a crucial element for a comprehensive risk 

management strategy, seems largely absent in the current Nepali market.  This type of 

insurance could cover:

Loss of revenue: Financial losses incurred due to equipment breakdown, natural 

disasters, or grid failures.

Business interrup� on: Costs associated with down� me and lost produc� on.

Environmental damage: Liability arising from accidental pollu� on or damage to 

the ecosystem.
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The Limited Scope of Exis� ng Products:

Several factors contribute to the limited scope of exis� ng hydropower insurance 

products in Nepal:

Low Awareness:  Many hydropower developers remain unaware of the benefi ts 

and specifi c types of hydropower insurance available.

Limited Capacity:  The Nepali insurance industry lacks extensive experience in 

assessing and pricing hydropower risks.

Regulatory Hurdles:  Exis� ng regula� ons might not adequately address the 

unique needs of hydropower projects, making it challenging for insurers to off er 

comprehensive coverage.

The Road Ahead: A Broader Spectrum of Hydropower Insurance

Despite the limita� ons, there are posi� ve signs for the future:

Growing Demand:  As hydropower projects become more complex and capital-

intensive, the demand for comprehensive risk management solu� ons is rising.

Government Ini� a� ves:  The government is recognizing the importance of 

hydropower insurance and might encourage the development of tailored products.

Industry Collabora� on:  Collabora� on between insurance companies, risk 

management experts, and hydropower developers can lead to the crea� on of new 

insurance solu� ons.

Looking Forward: A More Robust Hydropower Insurance Market

The future of hydropower insurance in Nepal lies in developing a broader 

spectrum of products.  Here are some poten� al areas of growth:

Tailored coverage:  Hydropower projects vary in size, technology, and loca� on.  

Developing insurance products that cater to these specifi c needs is crucial.

Public-Private Partnerships:  Collabora� on between the government and the 

insurance industry can help create a risk-sharing mechanism, making insurance more 

aff ordable for developers.

Focus on opera� onal risks:  Developing insurance products that address opera� onal 

risks like equipment breakdown, natural disasters, and cyber threats is essen� al.

Data collec� on and analysis:  Improving data collec� on on historical accidents, 

natural disasters, and equipment failures related to hydropower projects will enable 

insurers to more accurately assess risks and price policies compe� � vely.

By addressing the exis� ng limita� ons and fostering a collabora� ve environment, 

Nepal can develop a more robust hydropower insurance market.  This will not only 

mi� gate risks and incen� vize investment but also pave the way for a more sustainable 

and prosperous hydropower sector.
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Methods of Pricing Premiums for Hydropower Insurance in Nepal: Balancing Risk and 

Aff ordability

Hydropower insurance, though nascent in Nepal, holds immense potential 

for mitigating risks and attracting investment in the hydropower sector.  

However, determining a fair and sustainable premium for this specialized 

insurance requires a nuanced approach that considers various factors.  This 

essay explores the methods that can be employed to price hydropower 

insurance premiums in Nepal.

Risk-Based Pricing

The cornerstone of any insurance pricing strategy is risk assessment.  For 

hydropower projects in Nepal, this involves evalua! ng a mul! tude of factors, including:

Project Characteris! cs: Size, technology employed, loca! on (geological hazards, 

proximity to grid), and complexity of construc! on.

Opera! onal Risks: Likelihood of equipment failure, natural disasters (fl oods, 

earthquakes, landslides), and grid failures.

Financial Exposure: Es! mated poten! al losses associated with covered perils.

By analyzing these factors, insurers can assign a risk score to each project.  

Projects with a higher risk profi le will naturally command a higher premium.

Data-Driven Pricing:

The accuracy of risk assessment hinges on the availability of historical data.  In 

Nepal, data on hydropower project accidents, equipment failures, and natural disaster 

occurrences might be limited.  Here's how data gaps can be addressed:

Interna! onal Benchmarks: U! lizing data from established hydropower insurance 

markets like China or Brazil can provide a star! ng point.

Loss Experience Adjustment: As the Nepali hydropower insurance market 

matures, historical claims data can be incorporated into future pricing models.

Catastrophe Modeling: Advanced so$ ware can simulate poten! al natural 

disasters and their impact on hydropower projects, aiding in risk assessment.

Market Considera! ons:

Pricing should also consider market dynamics:

Compe! ! on: With a limited number of insurance companies currently off ering 

hydropower insurance in Nepal, ini! al premiums might be higher. Increased compe! ! on 

can drive down prices over ! me.

Regulatory Environment: Government regula! ons can infl uence pricing by 

se&  ng minimum capital requirements for insurers or manda! ng specifi c coverage 

levels.
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Balancing Risk and Aff ordability: A key challenge lies in balancing the need for 

insurers to collect adequate premiums to cover poten� al losses with the need to make 

hydropower insurance aff ordable for developers.  Here are some poten� al approaches:

Risk Mi! ga! on Incen! ves: Off ering premium discounts for projects that 

incorporate robust safety measures and disaster preparedness plans.

Government Subsidies: The government could subsidize a por� on of the 

premium to make hydropower insurance more a! rac� ve for developers.

Parametric Insurance: This innova� ve approach triggers payouts based on 

pre-defi ned parameters (e.g., intensity of an earthquake) rather than actual losses, 

poten� ally leading to faster and more aff ordable coverage.

Pricing hydropower insurance premiums in Nepal requires a careful considera� on 

of risk factors, data availability, market dynamics, and the need for aff ordability.  By 

employing a risk-based pricing approach informed by data analysis, while considering 

market forces and exploring innova� ve solu� ons, Nepal can establish a sustainable 

and eff ec� ve hydropower insurance market. This will not only protect developers from 

fi nancial losses but also pave the way for a more robust and secure hydropower sector, 

contribu� ng to Nepal's energy goals.

Case Studies of Pricing Methodology for Opera! onal Hydropower Insurance: Lessons 

for Nepal

Opera� onal risks pose a signifi cant threat to hydropower projects. Equipment 

failure, natural disasters, and grid outages can cause substan� al fi nancial losses and 

disrupt power genera� on.  Opera� onal hydropower insurance off ers fi nancial protec� on 

against these risks, but determining a fair and sustainable premium requires a robust 

pricing methodology. Examining successful implementa� ons in other countries can 

provide valuable insights for Nepal to develop its own approach.

Case Study 1: Brazil – Combining Risk Scores and Historical Data

Brazil boasts a well-developed hydropower insurance market, with a focus on 

opera� onal risks.  Their pricing methodology typically involves two key elements:

Risk Scorecard: 

Insurance companies evaluate projects based on a set of criteria, including:

• Age and condi� on of equipment

• Seismic hazard of the project loca� on

• Maintenance prac� ces and safety protocols

• Historical data on grid outages in the region

• Each criterion is assigned a weight, and the project receives a total risk score.
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Historical Loss Data: Historical data on past claims for opera� onal losses (e.g., 

equipment breakdown due to fl oods) is incorporated into the pricing model. Projects 

with a higher frequency or severity of past claims will face higher premiums.

Success Factors:

Transparency: The risk scorecard approach provides developers with a clear 

understanding of how project characteris� cs infl uence premiums.

Data-Driven Pricing: U� lizing historical loss data ensures that premiums refl ect 

the actual risk profi le of each project.

Lessons for Nepal: This approach off ers a prac� cal framework for Nepal, albeit 

with adjustments considering limited historical data.  Standardized risk scorecards and 

collabora� on with interna� onal reinsurers to access broader loss experience data can 

be benefi cial.

Case Study 2: China – Public-Private Partnership and Risk Pooling

China's hydropower insurance market, facilitated by the China Hydropower 

Insurance Pool (CHIP), off ers opera� onal insurance alongside construc� on and other 

coverage.  While specifi c pricing details are not publicly available, CHIP's model off ers 

valuable lessons:

Risk Pooling: By spreading risk across a large pool of insured projects, CHIP can 

off er compe� � ve premiums even with limited historical data.

Government Support: Government involvement in CHIP provides stability and 

resources to support the development of a sophis� cated pricing methodology.

Lessons for Nepal:  Nepal can explore establishing a similar risk-sharing pool, 

poten� ally with support from the government and interna� onal development 

partners.  This can incen� vize insurance companies to par� cipate and off er compe� � ve 

opera� onal insurance.

Case Study 3:  India – Mul! lateral Support and Parametric Insurance

India, a rapidly growing hydropower market, has benefi ted from interna� onal 

collabora� on.  The World Bank has supported the development of pricing models for 

opera� onal insurance, including:

Parametric Insurance: This innova� ve approach triggers payouts based on pre-

defi ned parameters (e.g., water fl ow rate falling below a certain threshold) rather 

than actual losses. This simplifi es claims processing and can be more aff ordable than 

tradi� onal insurance.

Lessons for Nepal:  Parametric insurance holds promise for Nepal, par� cularly 

for covering specifi c natural disaster risks.  Further research and pilot projects can 

explore its feasibility within the Nepali context.
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These case studies showcase diverse methodologies for pricing opera� onal 

hydropower insurance. Brazil's risk scorecard approach off ers a transparent and 

data-driven founda� on. China's risk pooling model demonstrates the benefi ts of 

collabora� on.  India's experience with parametric insurance highlights the poten� al 

for innova� ve solu� ons.  By adap� ng these approaches and addressing limita� ons 

in data availability, Nepal can develop a robust pricing methodology for opera� onal 

hydropower insurance. This will foster a more secure and a� rac� ve hydropower sector, 

contribu� ng to Nepal's long-term energy goals.

Moving Forward

Government Ini� a� ves: 

The government can play a pivotal role by:

• Encouraging the development of tailored insurance products.

• Providing subsidies for hydropower developers to purchase insurance.

• Suppor� ng research ini� a� ves to improve data collec� on on hydropower 

risks.

• Streamlining insurance regula� ons for hydropower projects.

Industry Collabora� on: 

Collabora� on between insurance companies, hydropower developers, and risk 

management experts can lead to:

• Development of standardized risk assessment methodologies.

• Sharing of best prac� ces in project design and construc� on to mi� gate 

risks.

• Joint research eff orts to improve data availability on hydropower risks.

Interna� onal Coopera� on: 

Nepal can learn from the experiences of other countries with established 

hydropower insurance markets.  Technical assistance and knowledge sharing from 

interna� onal development agencies can be valuable in this regard.

)))



335

The world is evolving and with this 

rapid transforma� on, the role of actuaries 

is transcending too. The branches of risk 

management has spread like never before. 

The ques� on of what is regarded as “fair” is 

subjec� ve to each stakeholder in the business. 

Similarly, the ethical grounds on which 

actuaries must stand to price any policy is also 

neither stringent nor dogma� c.

What is "Fair Pricing" as of now?

Simply put- fair pricing is a principle 

which posits that the price the insured is liable 

to pay in order to ac� vate a contract must 

refl ect his/her individual expected loss. This 

ensures fair and equitable distribu� on of risk 

in the risk pool. But the sole risk-based pricing 

may some� mes pose the threat of neglec� ng 

the social implica� ons and inequali� es, 

ethical considera� ons and moral fairness. 

Thus, fair pricing must incorporate actuarial 

technical precision along with transparency, 

non-discrimina� on, ethical jus� fi ca� on and 

regulatory complaince.

The Historical Context of Actuarial Ethics and 

Fair Pricing

Actuarial Ethics and The Future of Fair

Pricing in Insurance

Paresh Basnet

Actuarial Student

Bachelors in Mathema� cal 

Sciences (Actuarial Science)
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Actuarial fairness tradi� onally meant charging homogeneous groups of risk with 

similar insurance premiums which best represented the expected value of the risk 

they bring in the business. This no� on was derived from the Aristotelian principles of 

jus� ce and was formalized in the 16th century. The concept has gone through mul� ple 

amendments and interpreta� ons over � me (Heras et al., 2019). Actuarial fairness has 

had to deal with the challenge of striking a balance between fairness and business 

profi tability, o� en raising concerns about the true fairness to the individual insureds 

(Frezal & Barry, 2019).

Previously, scholars believed in the Objec� vist Interpreta� on of Actuarial Fairness- 

an approach that dictated the risk could be measured with scien� fi c accuracy, resul� ng 

in a single “fair” premium for each policyholder. In the 18th century, the prolifera� on 

of mortality tables led to insurers using diff erent tables as per their own strategies-

gradually eroding the concept of a single fair price (Meyers & Van Hoyweghen, 2017). 

During the 19th century, the objec� vist approach coexisted with limited use of data and 

inequitable pricing prac� ces. The mortality tables were not true representa� on of the 

risks covered by the insurers (mainly represented the healthy white males) (O’Connor, 

2011). Through the 20th century, the world has seen a professional and formal 

established principle of actuarial standards. Despite the standards, the norma� ve rigor 

was s� ll lacking and was frequently pointed out by the cri� ques.

The path of history shows the imperfec� ons and fl aws in fair pricing. The 

turbulent imbalance between technical precision and ethical standards has persisted 

over the years. The defi ni� on of “fair” has been shaped by the mo� ves of marke� ng 

and strategic purposes, legal enforcements and dynamic societal norms. 

Ethical Principles in Actuarial Prac� ce

Actuarial ethics lay down the founda� on of trust and belief among the insurers, 

insureds and other stakeholders of the business. Thus, it is essen� al for the actuarial 

professionals to abide by the code of conduct. Several professional actuarial bodies 

such as Ins� tute and Faculty of Actuaries (IFoA), Society of Actuaries (SOA), Casualty 

Actuarial Society (CAS), Interna� onal Actuarial Associa� on (IAA), etc. publish and 

reinforce these ethical guidelines.

For instance, The Actuaries Code published for IFoA members include six 

principles:

a) Integrity – Members must act honestly and with integrity.

b) Competence and care – Members must carry out work competently and 

with care.

c) Impar� ality – Members must ensure that their professional judgement is 

not compromised, and cannot reasonably be seen to be compromised, by 

bias, confl ict of interest, or the undue infl uence of others.
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d) Compliance – Members must comply with all relevant legal, regulatory, 

and professional requirements.

e) Speaking up - Members should speak up if they believe, or have reasonable 

cause to believe, that a course of ac� on is unethical or is unlawful.

f) Communica� on – Members must communicate appropriately.

(The Actuaries’ Code | Ins� tute and Faculty of Actuaries, 2023)

Ethical actuarial behavior extends beyond requirements and technical standards. 

Pricing, underwri� ng, claims processing, fi nance, risk classifi ca� ons, every department 

needs actuarial recommenda� ons and informed actuarial advices. In such cases, the 

unbiased and well researched opinion is expected from the professional which also 

considers the decisions’ social and human consequences. Over reliance on ar� fi cial 

intelligence (AI) and machine learning can also impose discrepancy and discrimina� on 

in pricing as societal factors may be totally excluded. 

Challenges associated with Fairness in Pricing

The insurance industry faces tremendous challenges in maintaining fair pricing 

and upholding actuarial ethics amidst rapid technological advancements, advanced 

analy� cs, and increasing regulatory monitoring.

1) Proxy Discrimina! on and Demographic Unfairness

 Proxy discrimina� on occurs when a varibale used in the pricing and assessment 

model correlates with the protected a! ribute (the a" ribute that is legally and 

ethically safeguarded from seggrega� on) without the explicit presence of the 

a" ribute. For example; the loca� on of se" lement might indirectly represent 

the disadvantaged minority locality. At the same � me, demographic fariness 

necessitates that individuals from diff erent demogaphic groups receive on 

average similar pricing avoiding group discrimina� on. Now, elimina� on of 

proxy discrimina� on may exacerbate group or demographic fairness outcomes. 

Similarly, enforcing group fairness may worsen proxy discrimina� on. Thus, 

inusrers and actuaries are indebted to navigate tarde-off s between ethical 

frameworks to reach a decision (Lin, 2023).

2) Regulatory and Compliance Pressures

 Regula� ons and acts require insurers to validate their pricing models avoid 

implicit/explicit discrimina� on. Regulators mandate insurers to jus� fy their 

premium and demonstrate alignment between price and the quality of the 

product. In Nepal, Insurance Regula� on, 2081 outlines the dos and don’ts for 

the insurance industry.
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3) Balancing Profi tability and Equity

 O� en actuarial fair prices match premiums with the associated risk. In the 

mean� me, risk-based pricing dilemmas like high-risk individuals or groups being 

excluded of aff ordable coverage persists. Higher restric� on on pricing (imposing 

fairness) leads to minimal diff eren� a� on of premiums based on individual 

risk. Ul� mately high-risk individuals end up paying less than their risk and low-

risk cross-subsidize the higher risk (The Ethics of Insurance Pricing: Balancing 

Profi tability and Fairness | Markel, n.d.).

4) Ethical Tensions in Actuarial Prac! ce

 Mark (2025) explains the prevalance of corporate demand to understate the 

risk and overstate profi tability and assets using op� mis� c assump� ons in the 

insurance industry. These pressures are faced by the actuaries to manipulate 

models and not succumbing to the pressure is also a challenge. The historical 

claims data might show bias refl ec� ng societal inequi� es that need to be cri� cally 

examined to yield a fair outcome.

5) Technological disrup! on

 Actuarial professionals are expected to understand the working of their models and 

this comes under their code of conduct. Advancement of machine learning models 

have given birth to complex and dynamic calcula� ons which are diffi  cult to track 

and comprehend logically. The use of black box models (complex machine learning 

models whose internal workings are not easily understandable) raises ques� on 

on transparency and interpretability of the model output. Similarly, collec� on of 

sensi� ve informa� on for model training violates the data privacy and ethics. Services 

con� ngent on data sharing (for example: fi tness trackers infl uence on the premium 

discounts) raise concerns about the personal privacy of the individual.

6) Sen! nel Eff ect

 Sen� nel eff ect arises when the requirements and tests associated with high risk 

deters these high-risk individuals from purchasing the insurance or compels 

them to apply for lower coverage. From the perspec� ve of the insurer this eff ect 

is benefi cial but they too might face loss of business and adverse selec� on (high 

risk individuals applying for low coverage products which do not require rigorous 

monitoring and tests). On the other hand, the society faces increased protec� on 

gap, vulnerable popula� ons being uninsured. The increased visibility of risk 

scoring methods can lead to strategic behavior and self-exclusion among those 

who an� cipate unfavorable treatment.

The Role of Actuary in Ethical and Fair Pricing

Actuaries safeguard ethical and fair pricing in the insurance industry by 

maintaining balance between complex technical requirements with societal equity 
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objec� ves. Their responsibili� es not only incorporate mathema� cal calcula� ons but 

also encompasses ethical responsibility and regulatory compliance.

1) Risk Assessment and Bias Mi� ga� on

 Actuaries analyze historical claims data, demographic trends, and risk factors to 

develop pricing models. Moreover, they must:

a) Iden� fy and address proxy discrimina� on risks which could indirectly 

represent protected a! ribute.

b) Test models for unintended bias using fairness metrics and carryout 

sensi� vity analyses, scenario analyses, stress tes� ng to evaluate the impact 

of pricing change.

c) Adjust for historical data limita� ons that refl ect systemic inequali� es 

(Mark, 2025). 

2) Regulatory Compliance and Transparency

 Actuaries ensure pricing prac� ces meet legal standards while maintaining clear 

documenta� on:

a) Implement an� -discrimina� on laws through model design.

b) Prepare regulatory fi lings demonstra� ng actuarial soundness (Insurance 

Topics | Role of Actuaries in Insurance | NAIC, n.d.).

c) Maintain audit trails showing how protected characteris� cs are excluded 

from models.

3) Ethical Pricing Framework Development

Considera� on Business Need Ethical Goal

Risk Selec� on Precise risk diff eren� a� on Avoiding excessive segmenta� on

Profi tability Suffi  cient returns for shareholders Aff ordable premiums for high-risk 

groups

Data Usage Predic� ve modeling eff ec� veness Privacy protec� on and consent

a) Develop innova� ve coverage solu� ons that provides benefi ts to historically 

disadvantaged popula� on.

b) Quan� fy the social impact of changes in the pricing through respec� ve 

metrics

c) Design cross-subsidiza� on mechanisms that maintain market stability 

while fostering wider insurance access.

4) Stakeholder Communica� on

 Actuaries translate technical models into ethical business prac� ces by:

a) Jus� fy rate diff erences to regulators using non-discriminatory factors.

b) Explain pricing logic to consumers in accessible terms and plain-language 

explana� ons.
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c) Advocate for fair treatment principles in corporate strategy.

d) Create visualiza� on tools that demonstrate how diff erent risk factors 

contribute to premium calcula� ons.

5) Con� nuous Model Monitoring

 Monitoring the solu� on and model is a part of the Actuarial Control Cycle (ACC). 

A! er developing the solu� on, actuaries are accountable to ensure that the 

solu� on is appropriate and the assump� ons are valid. 

a) Take feedbacks into account and reviewing them to modify and enhance 

the prac� ce.

b) Validate the behavioral and societal assump� ons.

c) Cost-benefi t analyses of aff ordability in the light of solvency requirement.

d) Set whistleblowing protocols to address unethical prac� ces and unfair 

pricing pressure.

6) Working Closely with Regulators and Consumer Advocacy Groups

 Beyond the walls of the company, actuaries also have exposure to collaborate 

with the regulators and other stakeholders for the prosperity of the industry and 

society.

a) Par� cipate in regulatory environment and groups to aid in developing 

guidelines and standards for fairness.

b) Understand the vulnerable communi� es and advocate these customers’ 

voices.

c) Contribute technical exper� se and knowledge to public policy discussions 

on accessibility of insurance.

d) Create a proper feedback mechanism to channel the concerns of customers, 

pricing reviews.

Case Study: Discriminatory Outcomes in Auto Insurance Pricing- California 

Department of Insurance (2020)

Scenario

The California Department of Insurance (CDI) spo# ed probable bias and 

discriminatory infl uence in the data analy� cs and in the use of advanced algorithms by 

auto insurers. Despite the protected a# ributes not being included the proxy variables 

such as occupa� on, educa� on level and geoloca� on were used by the insurers. The 

poten� al discrimina� on against low-income and minority neighborhoods was a rising 

concern.

Ethical Challenge

The ethical dilemma was whether insurers' employment of advanced algorithms 

and non-standard ra� ng variables amounted to a viola� on of California's an� -

discrimina� on laws. Premiums are meant to be charged based on objec� ve, verifi able 
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data within the control of a driver, and the use of indirect variables (e.g., geo-loca� on 

and telema� cs) raised concern about actuarial ethics and fair pricing along with 

transparency.

Analysis of Decision

The CDI held public hearings to review these prac� ces, where they engaged 

stakeholders including regulators, insurers, and consumer advocacy groups. Consumer 

Watchdog, one such prominent advocacy group, argued that insurers were using "black 

box" algorithms to conceal discriminatory prac� ces under the cover of innova� on. For 

example:

a) Occupa� on and Educa� on: These factors were found to dispropor� onately 

impact low-income drivers.

b) Telema� cs Data: Insurers used driving pa! erns and geo-loca� on data 

collected via telema� cs, poten� ally discrimina� ng based on where 

individuals live or drive.

The CDI required insurers to jus� fy their methodologies and disclose the 

algorithms used for se#  ng premiums. This transparency aimed to ensure compliance 

with requirement for fair and objec� ve pricing.

Regulatory Impact

The CDI took several ac� ons to address these issues:

a) Ordered insurers to disclose their algorithms and ra� ng factors.

b) Prohibited the use of certain non-objec� ve variables (e.g., occupa� on) in 

premium calcula� ons.

c) Required refunds for overcharged policyholders during the COVID-19 

pandemic, demonstra� ng its commitment to fairness in pricing adjustments.

Addi� onally, Proposi� on 103 con� nues to serve as a founda� onal framework 

for ensuring equitable pricing prac� ces in California. It mandates public processes for 

rate-se#  ng and prohibits reliance on subjec� ve or unverifi able factors (Barne! , 2024).

This scenario illustrates the challenge that algorithmic decision-making places on 

insurance pricing. It illustrates the necessity for regulatory oversight, transparency, and 

ethical actuarial prac� ce to ensure that technological advancements do not perpetuate 

discrimina� on or unfair outcomes. Actuaries play an important role in model tes� ng 

for bias, enhancing transparency, and building frameworks to advance commercial 

interests and social values of equity.

Conclusion

Actuarial ethics and the pursuit of fair pricing in insurance stand at a crossroads. 

The historical background depicts a profession that is grappling with evolving social 

values, regulatory pressure, and technological advancement. While ethical theory 

provides a framework, the challenges associated with fairness demand constant 
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vigilance and ingenuity. The role of the actuary has expanded from technical advisor to 

ethical custodian, with a responsibility to audit models for algorithmic bias, advocate 

for explainability, develop equitable pricing frameworks, and collaborate with 

stakeholders. As technology revolu� onizes the insurance sector, a new focus on ethical 

leadership is required to ensure that actuarial prac� ce reinforces not just fi nancial 

stability but also social jus� ce, building a future where insurance is truly a force for 

good.

)))
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eJotfdf d:t /xFbf ljZjsf] csf]{ t/ 7"nf] tKsf 
eg] ul/aLsf] rk]6fdf g/fd|/L lklN;Psf] 5 . 
clwsf+z b]zsf] 6fpsf] b'vfO{ ag]sf] of] ljifonfO{ 
Go"gLs/0f ug{ s] s:tf ;fwg / dfWodx? k|of]u 
ug]{ eGg]df ljljwtf eP klg o;sf nflu Pp6f 
c;fWo} e/kbf]{ / ultlzn dfWod eg]sf] aLdf If]q 
g} xf] eGg]df låljwf 5}g . o;} ;Gbe{df ul/aLsf] 
Go"gLs/0f / b]zsf] cfly{s ljsf;sf dxÎjk"0f{ 

ul/aL Go"gLs/0f tyf b]zsf] cfly{s ljsf;df 

aLdfsf] dxŒj

wg/fh ;fx

dx]Gb| df]/ª cfb{z SofDk;, 
la=P8= k|yd jif{
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kIfx? klxNofpFb} aLdf If]qsf] dxÎj / e"ldsfsf ljifodf lj:t[tdf k|sf; kfg'{ ;fGble{s 
x'G5 . 

g]kfnL a[xb\ zAbsf]ifdf æwg s]xL gePsf], lgw{g, lgwf]{, bl/b| s+ufn x'g'sf] cj:yfÆnfO{ 
ul/aL eg]/ kl/eflift ul/Psf] 5 . To:t} æyf]/} kfg]{ jf sd ug]{ k|s[ofÆnfO{ Go"gLs/0f eg]/ 
kl/eflift ul/Psf] 5 . wg;DklQ tyf o;sf] cfh{g, pTkfbg, ljefhg, ljt/0f cflb;Fu 
;DaGw /fVg] ;du| Joj:yfkgsf ljifo cfly{s ljsf;sf kIfx? x'g\ eg], aLdf b'O{ kIfLo 
s/f/ xf] h;df Pp6f kIfn] s]xL z'Ns lnP/ csf]{ kIfdf ePsf] clglZrttfsf] hf]lvd 
axgsf] k|ltj4tf hfx]/ u/]sf] x'G5 . b]zsf] ul/aL Go"gLs/0f / b]zsf] cfly{s ljsf;sf 
nflu ;a}eGbf e/kbf]{, j}1flgs / cfw'lgs dfWodsf ?kdf aLdfsf] If]q kl/lrt 5 . 

clglZrttfsf] hf]lvd axg;Fu} cy{tGqsf] :yfloTjs/0f, bLuf] ljsf; / cfly{s 
;'/Iffsf k|Tofe"lt h:tf ul/aL Go"gLs/0fsf dfksx?df aLdf If]qsf] cToGt} dxÎjk"0f{ 
e"ldsf /x]sf] ;Gbe{df o;sf d"ne"t kIfx?nfO{ s]nfpFbf oL b'O{ kIfx?df ljz]if s]Gb|Lt 
x'g' af~5gLo x'G5 . 
 = ul/aL Go"gLs/0fdf aLdfM ul/aL Go"gLs/0fsf] ofqf eg]sf] ljsf;tkm{sf] ofqf klg xf] 

h'g ef}lts lgdf{0f, of]hgf / 7"nf7"nf kl/of]hgfsf] ;~rfng;Fu hf]l8P/ cfpF5 . 
oL kl/of]hgfx?sf] ;'/Iffsf] k|Tofe"lt u/L b]znfO{ ljsf;sf] ofqfdf cf8 e/f];f 
lbg] sfd aLdfn] ub{5 . ultlzn cfly{s Joj:yf / o;n] >[hgf ug]{ cj;/ ul/aL 
lgjf/0fsf] bl/nf] s8L xf] . kl5Nnf] ;dodf n3' aLdfsf dfWodaf6 3/ cfFug;Dd 
k'Ug], Pp6f s'v'/f Pp6f afv|fsf] klg aLdf ug]{ h:tf gLltx? / aLdf z'Nsdf ul/Psf] 
cg'bfgsf] Joj:yfn] aLdf kSs} klg jf:tljs nlIft ju{;Dd k'Ug] / pgLx?nfO{ 
;'/Iff ;lxt ;d'Ggltsf] ofqfdf 8f]¥ofpg] s8Lsf ?kdf :yflkt x'g] qmddf 5 . cf=j= 
@)*)÷)*! sf] tYof+sn] aLdfsf] bfo/fdf cfPsf gful/ssf] k|ltzt $$=#* k|ltzt 
/x]sf] b]vfPsf] 5, h'g lg/Gt/ j[l4 x'g] qmddf 5 .

ul/aL Go"gLs/0fsf s'/f ub}{ ubf{, ;dtfd"ns ;dfhsf nflu klg aLdf dxÎjk"0f{ 
kIfsf] eGg] s'/f 5'6fpg ;fGble{s gxf]nf . JolQmsf] hLjgsf] d'No slt xf] t< hLjgsf] 
d'No x'Fb}g elgG5 . k};fdf cJoQm of] d'Nosf] ljifodf, JolQmsf] k|Aofh e'QmfgLsf] IfdtfnfO{ 
lghsf] d'No eGg] k|rng klg cfO;s]sf] cj:yfdf cfosf cfwf/df cfcfgf] Ifdtf 
cg'?k aLdfaf6 nfe lng ;Sg] cj:yf 5 . cfw'lgs ;dfhdf aLdfnfO{ hLjgk4lt;Fu 
hf]8]/ x]g]{ ul/G5 . zl//sf c+u, snfsfl/tfb]lv h'g;'s} ;DklQ / bfloTjsf s'/fx? 
aLdf sDkgLdfkm{t g} hf]lvd x:tfGt/0f ul/Psf x'G5g\ .

b}jL k|sf]k, dxfdf/L, x'nb+uf, cft+sjfbh:tf ljkb\x?n] ;dfhdf ljleGg 
lsl;dsf hf]lvdx? b]vf k5{g\ . t/ aLdfn] o:tf hf]lvdx? lj/m4 ;+/If0f k|bfg 



345

u/]/ ;fdflhs d'No dfGotfdf j[l4 u/fpF5 . aLdfsf] dxÎjk"0f{ kIf JolQm÷kl/jf/sf] 
hLjg:t/df ;'wf/ Nofpg' klg xf] . Go"g cfoju{sf gful/sx?sf] :jf:Yo, k]zf 
Joj;fosf] ;'/Iff, ;Dklt / hLjgsf] hf]lvd axgh:tf s'/fx? cfh ;a}eGbf 
k|fyldstfsf ljifox? x'g . kl/jf/leqsf] aLdfof]Uo hf]lvdsf] Joj:yfkgdf aLdfsf] 
k|of]un] l;ª\uf] kl/jf/sf] :t/ / cj:yfdf pNn]Vo ;'wf/ NofpF5 . ;dfhdf /x]sf] 
cl;ldt 8/ / lrGtfnfO{ sd ug'{ klg aLdfsf] dxÎjk"0f{ kIf xf] . 3/d'nLn] u/]sf] aLdfn] 
cfl>tx?nfO{ ;+/If0f ldNg] x'Fbf 8/ lrGtfdf sdL eO{ 9'Ssn] afFRg] cfwf/ aGb5 . 
To:t} laldtsf] hf]lvd aLdf sDkgLx?n] axg ug]{ / hf]lvd axgsf nflu ;+:yfut 
?kd} ;lqmotf /xg] x''Fbf sDkgLn] ug]{ hgr]tgfd"ns tyf ;'/Iffsf pkfox?n] ubf{ 
;dfhdf Ifltsf] /f]syfd x'g hfG5 . To:t} xfd|f] b]zdf km/s cEof; /x] klg :jf:Yo 
aLdf sfo{qmdx?sf] dfWodaf6 aLdf sDkgLx?n] k|ToIf, k/f]If gful/ssf] b'Mv–si6df 
bl/nf] e/f];f lbO/x]sf x'G5g\ . cem o;nfO{ aLdf sDkgLx?n] ;fdflhs pQ/bfloTj 
klg lgjf{x ul//x]sf 5g\eGbf km/s kb}{g . ul/aL lgjf/0fs} ;Gbe{df s'/f ubf{ nlIft 
ju{sf] JolQmut÷kfl/jfl/s ;+/If0f / pGgogdf klg aLdfsf] dxÎjk"0f{ e"ldsf /x]sf] 
5 . of] kfl/jfl/s k|lti7fsf] ljifosf ?kdf klg kl/jlt{t x'Fb} uPsf] 5 . aLdf ug]{ 
kl/jf/sf] cfly{s ;+/If0fsf] cfwf/ lglZrt x'g] ePsfn] ;dfhdf To:tf kl/jf/sf] 
k|lti7fdf j[l4 x'G5 . aLdf ugf{n] h:tf];'s} sl7g kl/j]zdf klg kl/jf/sf ;b:osf] 
lzIff, :jf:Yo pkrf/df c;/ kb}{g . ljjfx, a|taGwh:tf ;fdflhs /Lltl/jfhsf nflu 
eljZosf] cfly{s hf]xf] ug]{ ljsNksf ?kdf klg aLdf ug]{ rng k|of]u a9\bf] 5 .

JolQmut / kfl/jfl/s hf]lvd axg / k"FhL lgdf{0fsf b[li6n] klg aLdfsf] 
dxÎjk"0f{ e"ldsf /x]sf] 5 . h:tf] hLjg aLdfn] JolQmsf] hf]lvd axg ug]{ / 
cfl>tnfO{ cf8 e/f];f lbg] ub{5 . JolQm / kl/jf/n] aLdfsf nflu u/]sf] nufgL 
kmfobfhgs nufgL xf] . aLdf ug'{ eg]sf] ldtJooL x'g' klg xf] . aLdfsf] cfwf/e"t 
kIf hf]lvd x:tfGt/0f xf] . of] Pp6f ;+Vofsf] v]n (Volume Game) klg xf] . 
;dfhsf w]/} dflg;x?af6 ;+sng ePsf] z'Ns b'Mv kfPsf s]xLsf] /fxtdf k|of]u 
ug'{ ;dtfd"ns /fHosf] kl/sNkgf xf] .

 =  cfly{s ljsf;, :yL/tf / cfly{s j[l4sf nflu aLdf M b]zsf] cfly{s ljsf;df aLdfsf] 
dxÎjk"0f{ e"ldsf x'G5 . xfd|f] b]zsf] ;Gbe{df cl3Nnf] cf=j= @)*).*! s} tYof+s x]g]{ 
xf] eg] aLdf sDkgLx?n] ;+sng u/]sf] ladfz'Ns ! va{ *@ ca{ (! s/f]8 5 . To:t} 
^ va{ @* ca{ (% s/f]8 k"jf{wf/ lgdf{0f / cy{tGqsf] ultlzntfdf nufgL ePsf] 5 . 
cy{tGqdf aLdf If]qsf] of]ubfgsf] s'/f ug]{ xf] eg] ut jif{sf] s"n ufx{:y pTkfbgdf 
aLdf If]qsf] of]ubfg #=$) k|ltzt /x]sf] 5 . eljiosf] hf]lvdnfO{ axg u/]/ nufgLsf 
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nflu ljZjf;sf] jftfj/0f tof/ ug]{ b]lv, ;Defljt xfgL÷gf]S;fgL rf]/L / 7"nf7"nf 
k|fs[lts ljklQdf aLdfn] ;'/If0f / cfly{s ;+/If0f ub{5 . /f]huf/L >[hgf, hLjg:t/ 
;'wf/h:tf s'/fx? aLdf If]qsf] dxÎjk"0f{ ljz]iftfsf If]qx? x'g\ . aLdf If]qdf cf=j= 
@)*)÷)*!df k|ToIf /f]huf/ @ nfv () xhf/ ##( / ck|ToIf ?kdf sof}“ gful/sn] 
aLdfnfO{ cfocfh{gsf] dfWod agfPsf 5g\ . aLdf ePsf JolQm / ;Dklt dfly aLdf 
sDkgLsf] hdfgt /xg] / C0f r'Qmf ug{] cfwf/ klg aLdf x'g] ePsf]n] laldtsf] ;fvdf 
j[l4 eO/x]sf] 5 . /, Joj;flos lg/Gt/tf Pj+ Joj;flos ;kmntfsf] cfwf/:tDesf] 
?kdf aLdf If]q :yflkt ePsf] 5 .

aLdfn] bL3{sfnLg nufgL / artj[l4df klg dxÎjk"0f{ e"ldsf v]n]sf] 
x'G5 . aLdf sf]if / z'Nssf] 7"nf] lx:;f /fi6«sf] bL3{sfnLg, /fli6«o dxÎjsf 
k"jf{wf/nufot pTkfbgzLn If]qdf nufgL eO/x]sf] 5 h;n] b]z ljsf;;Fu} /fi6«sf] 
bL3{sfnLg nufgLsf] >f]tsf] ;'lglZrttf ePsf] 5 . To:t} aLdf ug'{ eg]sf] art ug{' 
klg xf] . hLjg aLdfdf x'g] bL3{sfnLg nufgLn] JolQmnfO{ nufgLdf k|f]T;fxg u/L 
artsf] dfqfdf klg j[l4 x'G5, kl/0ffdtM aLdf /fHosf] d'b|fl:kmtL sd ug{] Pp6f 
k|efjsf/L dfWodsf] ?kdf ;d]t :yflkt ePsf] 5 .

cfly{s ljsf;sf] Pp6f dxÎjk"0f{ kIf pTkfbg / /f]huf/L xf] . sfo{:yndf x'g] 
h:tf];'s} b'3{6gfhGo hf]lvdsf] aLdf ug]{ sfg'gtM Joj:yf 5 . aLdfn] dhb'/sf] 
;'/Iffsf] k|Tofe"lt lbg] ePsf]n] dhb'/ dflnsaLrsf] ;x;DaGw ljsf; eO{ :jR5 
cf}Bf]lus ;DaGw sfod /fVgdf dxÎjk"0f{ e"ldsf /fVb5 .

oL o:t} sf/0fx?n] ljsf;sf] af6f]df afd] ;b}{ u/]sf] xfd|f] b]zn] klg ul/aL 
Go"gLs/0f / cfly{s ljsf;sf nflu aLdfnfO{ dfWodsf ?kdf k|fyldstfdf /fv]sf] 
5 . h; cGtu{t aLdfsf] ljifo ;+3 / k|b]zsf] ;femf clwsf/sf] ;"rLdf ;+ljwfgdf 
pNn]v ul/Psf] 5 . To:t} /fHon] /fli6«o aLdf gLlt th'{df u/]sf] 5 . aLdfnfO{ 
k|f]T;fxg ug{ 3/ aLdf ug]{ gful/ssf] cfodf kfFr xhf/, hLjg aLdf ug]{ gful/ssf] 
cfodf $) xhf/ / :jf:Yo aLdf ug]{ gful/ssf] cfodf @) xhf/sf] s/ 5'6sf] Joj:yf 
ul/Psf] 5 . To:t} s[lif tyf kz'k+IfL aLdfsf] aLdfz'Nsdf *) k|ltzt cg'bfgsf] 
Joj:yf ul/Psf] 5 . To:t} t]>f] kIf df]6/ aLdf / j}b]lzs /f]huf/ aLdf clgjfo{ 
ul/Psf] 5 . s0ff{nL k|b]z ;/sf/n] !* nfv gful/ssf] b'3{6gf aLdf ug'{, ljleGg 
kflnsfx?n] :jf:Yo aLdf, b'3{6gf aLdf, hLjg aLdf, kz' tyf s[lif aLdfnufotsf w]/} 
vfn] aLdf ug]{ tyf cg'bfg lbg] gLlt NofPaf6 /fHosf tLg cf]6} ;/sf/ aLdfnfO{ 
k|j4{g ub}{ gful/ssf] cfly{s ;d[4L tyf ul/aL Go"gLs/0fsf nflu ;sf/fTds 
kxnsf ?kdf aLdfnfO{ cl3 a9fpg] k|oTgdf /x]sf] a'‰g ;lsG5 .
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g]kfn ;/sf/sf] u[x dGqfno dftxt ljkb\sf] If]qdf lqmofzLn lgsfon] ;g\ 
@)@) df u/]sf] ;j]{If0fn] g]kfn jftfj/0fLo kl/jt{gsf] hf]lvdsf lx;fjn] ljZjsf] 
rf}“yf], e'sDksf] hf]lvdsf lx;fjn] !! cf}“ / ;du| k|fs[lts k|sf]ksf] b[li6n] @) cf}“ 
:yfgdf /x]sf] b]vfPsf] 5 . xfd|f] h:tf] ljsfzf]Gd'v d'n'sdf k|To]s jif{ af9L, klx/f], 
h+unL hgfj/sf] cfqmd0fh:tf ljkb\x?df /fHo Ifltk"lt{df ;+nUg x'g] cj:yfsf] 
cGTo ub}{ aLdfnfO{ g} hf]lvd x:tfGt/0fsf] dfWod agfpg] xf] eg] b]zsf] ljsf;df 
nufpg' kg]{ /sd /fxt ljt/0fdf vr{g'kg]{ lyPg . o;} oyfy{af]wn] x'g'k5{ g]kfn 
;/sf/n] æPs kl/jf/ Ps aLdfÆsf] cjwf/0ff lnP/ :yfgLo tx;Dd} aLdfsf] kx'Fr 
lj:tf/sf nflu ljleGg sfo{qmdx? ub}{ cfPsf] 5 / lgofds g]kfn aLdf k|flws/0fsf] 
s]Gb|Lo / k|fb]lzs sfof{nox?af6 b]zsf] s'gfs'gfdf aLdfsf] ;r]tgf / k|j4{gsf 
nflu lgoldt ?kdf k|efjsf/L sfo{qmdx? x'Fb} cfPsf] 5 .

;du|df ul/aLaf6 ;d[l4tkm{sf] ofqf lgs} g} sl7g / r'gf}ltsf] ofqf xf] . 
;+oldt / ;Gt'lnt x'Fb} pknAw ljsNkx?sf] ;d'lrt k|of]u ug{ /fHo ;b}j k|oTg/t 
x'G5 g} . cfly{s ljsf; / ul/aL lgjf/0fsf ;Gbe{df aLdf, pknAw ljsNkx? dWo]sf] 

pQd ljsNk xf] eGg] s'/f dflysf ;Gbe{, tYo÷tYof+sx?af6 klg 5n{ª\u x'G5 . 
/fHosf tLgj6} tx dfq xf]Og JolQm / ;dfh g} o;tkm{ lrGtgzLn eO{ cfcfgf] 
If]q / txdf ePsf hf]lvdx?nfO{ s;/L aLdfdf ;d]6\g] / nufgL tyf artsf ?kdf 
aLdfnfO{ k|of]u u/L ;Dd'Ggltsf] af6f]df nDsg] eg]/ aLdfnfO{ s]Gb| ;/sf/ dfq 
xf]Og k|b]z, :yfgLo tx, kflnsf, j8f, ufpF6f]n, ;dfh x'Fb} k|To]s JolQmnfO{ aLdfsf] 
bfo/fdf Nofpg ;Sg' g} clxn]sf] d"n r'gf}lt xf] . To;f] ug{ ;lsPdf ;d[l4 6f9f 
5}g / xfdL ;a} v';L÷;'v;Fu} 9'Ssn] afFRg] ;Sg] ;dtfd"ns ;dfhsf] kl/sNkgf 
;fsf/ kfg{ ;lsG5 .

)))
tYof+s, g]kfn aLdf k|flws/0fsf] j]j;fO6sf] cfwf/df . 
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aLdf hf]lvd Joj:yfkgsf] dxÎjk"0f{ ;fwg xf] . 
dfgjLo hLjg ljleGg k|fs[lts Pj+ dfgjLo ;+s6x? 
h:t}M e"sDk, cfunfuL, b'3{6gf, /f]uJofwL OToflbaf6 
pGd'lnt 5}g . o:tf ck|Toflzt 36gfx?af6 
hf]lvdsf] :t/ sd u/fpg] JolQmut tyf ;fj{hlgs 
k|of;nfO{ aLdfsf] ?kdf JoQm ul/G5 . pko'Qm 
Pj+ Jojl:yt aLdf gLlt dfkm{t ;fdfGo hf]lvdnfO{ 
nufgLdf kl/0ft ug]{ / To:tf nufgLsf lg0f{ox?n] 
cfly{s ljsf;df dxÎjk"0f{ e"ldsf v]N5g\ . aLdf 
lglZrt cjlwsf nflu x'G5 . of] cjlwdf aLldtnfO{ 
ePsf] Iflt sDkgLn] e'QmfgL ub{5g\ . aLdfsf] k|lqmof 
aLldtsf] k|:tfj Pj+ JolQmut :jf:Yo ljj/0faf6 
x'G5 . pk/f]Qm k|:tfjnfO{ ladsn] :jLsf/ u/]df aLdf 
k|f/De x'G5 h;nfO{ aLdfn]vdf /flvG5 . t;y{ aLdf 
eg]sf] eljiodf x'g;Sg] cfly{s Pj+ ef}lts hf]lvdsf] 
Go"gLs/0f Pj+ x:tfGt/0f tyf ePsf] gf]S;fgLsf] 
Ifltk"lt{sf] ;'lglZrttf xf] .

P]ltxfl;s ?kdf x]bf{ o;sf] cjwf/0ff 
O{;fk"j{ t];|f] ztfAbLsf wd{zf:q, cy{zf:q tyf 
dg':d[ltdf kfOG5 . ljZjdf cflwsfl/s ?kdf 
cfw'lgs aLdfsf] ;'/mjft ;g\ !(^^ df a]nfotdf 
:yfkgf ePsf] clUgaLdfaf6 ePsf] xf] . oBlk ;f] 
;doeGbf cufl8 kfgLhxfh rnfpFbf Iflt ePdf 

ul/aL Go"gLs/0f tyf b]zsf] cfly{s 

ljsf;df aLdfsf] dxŒj

lbnaxfb'/ e08f/L

b}n]v
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gf]S;fgLsf] ljQLo ;'/Iff k|aGwsf nflu aLdf gLlt k|rngdf lyof] . g]kfnsf] klxnf] a}+s 
g]kfn a}+s lnld6]8sf] dftxtdf /xg]u/L lj=;+= @))$ ;fndf æg]kfn dfn rnfgL tyf aLdf 
sDkgLÆsf] :yfkgf ePsf] lyof] . To;kZrft lj=;+= @)@% df /fli6«o aLdf ;+:yfg, lj=;+= @)&! 
df /fli6«o aLdf sDkgLsf] :yfkgf eO{ cem Jojl:yt ag]sf] 5 . xfn;Dd ;/sf/L / lghL 
If]qaf6 bh{gf}“ hLjg, lghL{jg / k'gaL{df sDkgLsf] :yfkgf ePsf 5g\ . of] ljQLo ;'/Iff 
dfq geP/ cfly{s ljsf;sf] dfu{lrq ;d]t xf] .

aLdfsf, cfhLjg, ;fjlws, DofbL, lghL{jg, n3', s[lif, Jofkf/ Joj;fo, ;jf/L ;fwg 
aLdf, k'gaL{df OToflbsf :j?kx? /x]sf 5g\ . h;nfO{ Jojl:yt ug{ g]kfn aLdf k|flws/0f, 
aLdf P]g tyf ljleGg gLlt / ;+oGqx? :yfkgf ePsf 5g\ . aLdfnfO{ k|efjsf/L agfpg 
aLdfof]Uo lxt, k/d ;låZjf;, glhssf ;DaGwsf] sf/0fsf] l;4fGt tyf of]ubfgsf] l;4fGt 
k|rngdf 5g\ . h;n] aLds / aLldtsf] ;DaGwnfO{ k|uf9 / ljZj;gLo agfpF5 . 

aLdfsf] cy{ / l;4fGtx? a'em]kl5 o;sf] dxÎjnfO{ ;dfh, cy{tGq Pj+ ul/aL 
lgjf/0f;Fu hf]8\g ;xh x'G5 . aLdf eGg] lalQs} x/]ssf] dfg;k6ndf ljklQdf ;'/Iffsf] 
;fwg dfq nfUg ;S5 t/ aLdfn] JolQmut, ;fdflhs / /fli6«o cy{tGqdf k'¥ofpg] of]ubfg 
ljzfn 5 . ul/aL lgjf/0f / cfly{s ljsf; h:tf 7"nf p2]Zox? xfl;n ug{ aLdf Ps 
s'zn oGqsf] ?kdf :yflkt x'g ;S5 . g]kfn h:tf] ljsf;Gd'v b]zdf aLdfsf] dxÎj 
cem} w]/} 5 . oxfF hgtfsf] 7"nf] lx:;f ul/aLsf] /]vfd'lg tyf cy{tGq s[lifdf cfwfl/t 
5 . aLdfsf] kx'Fr, r]tgf tyf ljZjf;sf] cefj ;d]t b]lvG5 . oBlk kl5Nnf] bzs 
g]kfndf aLdfsf w]/} ;sf/fTds sbdx? b]Vgsf ;fy} cy{tGqdf ;d]t dxÎjk"0f{ of]ubfg 
k'¥ofPsf] kfOG5 . g]kfnsf] cy{tGqdf a}+skl5 bf];|f] 7"nf] ljQLo lgsfosf] ?kdf aLdf If]q 
:yflkt 5 . aLdf sDkgLx?n] cfgf] ;]jfdfkm{t k|ToIf / k|ToIf ?kdf ;du| cy{tGqdf 
pNn]v of]ubfg k'¥ofPsf 5g\ . /fli6«o cy{tGqdf #=$Ü hlt aLdfsf] of]ubfg /x]sf] 5 . 
&) sf] bzsdf ljut & bzseGbf $)Ü of]ubfgsf] j[l4 ePsf] tYof+sx?n] b]vfpF5g\ .

aLdf ;]jfnfO{ ;+;f/el/ ul/aL Go"gLs/0f tyf cfly{s ljsf;sf] dxÎjk"0f{ cf}hf/sf] 
?kdf lnOG5 . of] dfgj hLjg, ;dfh / cy{tGqsf] dxÎjk"0f{ kIf xf] . h;n] hf]lvd 
Joj:yfkg, cfly{s :yfloTj tyf ul/aL lgjf/0fdf ljlzi6 of]ubfg k'¥ofpF5 . g]kfn h:tf] 
ljsf;f]Gd'v b]zdf ul/aL, a]/f]huf/L Pj+ c;dfgtfsf] vf8n eTsfpg tyf cfly{s ljsf;sf] 
af6f] vf]Ng] ;Defjgf aLdf If]qn] af]s]sf] 5 .

ul/aL Go"gLs/0fdf aLdfsf] dxÎj 

cfwf/e"t cfjZostf k"/f ug{ g;Sg'sf ;fy} cfly{s, ;fdflhs, ;f+:s[lts Pj+ 
dfgjLo ljsf;sf] cj;/af6 jl~rt JolQm ul/a xf] . eg] ul/an] ef]Ug'k/]sf] si6k"0f{ cj:yf 
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ul/aL xf] . of] lg/k]If / ;fk]If ?kdf ljeflht 5 . g]kfn lg/k]If ul/aLsf] /]vfd'lg 5 . 
aLdf ul/aL Go"gLs/0fsf] k|efjsf/L dfWod xf] . ul/aLsf] d'Vo sf/0f cfly{s c;Ifdtf xf] 
h;nfO{ Go"gLs/0f aLdfn] ug]{ x'Fbf eljiosf] ;xfotf;Fu} ;fdflhs ;'/Iff klg pknAw x'G5 . 

u|fdL0f Pj+ lk5l8Psf] If]qsf ju{ / ;d'bfosf] kx'Frdf aLdf k'u]df ul/aL Go"gLs/0f, 
s[lif Pj+ ;fgf Joj;fosf] ljljlws/0f, pBdzLntf k|j4{g, hf]lvd Joj:yfkg;Fu} cfly{s 
Joj:yfkgdf ;xof]u k'¥ofpg] ePsfn] ul/aL Go"gLs/0fdf ;xof]u k'¥ofpF5 . ul/aLsf ljleGg 
sf/0fx?dWo] clglZrttf Ps xf] . :jf:Yo ;d:of k|fs[lts k|sf]k b'3{6gf tyf s[lifdf 
ePsf] Ifltn] ul/a ;d'bfonfO{ emg\ ul/aLsf] b':rqmdf ws]N5 . o:tf] cj:yfdf :jf:Yo 
s[lif hLjg aLdfn] hf]lvd Go"gLs/0f ug{ ;xof]u k'¥ofpF5 h:t}M s[ifsnfO{ ePsf] k|fs[lts 
Iflt afkt cfly{s /fxt lbO{ pTkfbgsf nflu ;Ifd agfpg' .

aLdf artsf] efjgfn] C0fsf] ;d:ofaf6 d'lQm lbnfpF5 . () k|ltzt kl/jf/ Psn 
cfDbfgLdf e/ kg{'kg]{ g]kfnL ;dfhsf] afWotfnfO{ lgoldt art Pj+ nufgLn] ul/aLaf6 
psf:g ;xof]u ub{5 . b'3{6gf Pj+ hLjg aLdfn] Psn kl/jf/nfO{ ljQLo ;'/Iff k|bfg 
ub{5 . :jf:Yo aLdfsf] cefjdf w]/} dflg;x?n] cfjZos pkrf/ kfpg ;Sb}gg\ . of] ;d:of 
ul/a ;d'bfodf emg\ Jofks 5 . pko'Qm Jojl:yt Pj+ k|efjsf/L :jf:Yo aLdfn] ul/aL 
kl/jf/nfO{ :jf:Yo ;]jfdf ;xh kx'Fr lbnfpg sfd u5{ . h;n] ljkGg kl/jf/sf] :jf:Yo 
;'wf/;Fu} cfly{s af]em sd ug{ ;xof]u ub{5 .

ljleGg aLdf sfo{qmdnfO{ ;j{;fwf/0fsf] kx'Frdf k'¥ofPdf C0fdfkm{t :j/f]huf/, 
pBdzLntfsf] k|j4{gdf ;xof]u k'U5 . o;n] lgDg cfly{s ju{nfO{ hf]lvd Joj:yfkgsf 
pkfox? cjnDag u/fpF5 . h;n] bL3{sfnLg ?kdf cfly{s ;d'Gglt tyf ;'zf;g 
sfoddf ;xof]u ub{5 . ha aLdfn] cfsl:ds hf]lvddf ;xof]u ub{5 ta kl/jf/sf] cfo 
lzIffdf sd vr{ x'g] ;Defjgf x'G5 . lzIffdf nufgLsf] k|f]T;fxgn] bL3{sfnLg ?kdf ul/aL 
lgjf/0fdf ;xof]u k'U5 .

cfly{s ljsf;df aLdfsf] dxÎj 

aLdfsf] dxÎj s]jn JolQmut jf ;fdflhs ;'/Iffdf ;Lldt 5}g . o;n] d'n'ssf] 
cfly{s ljsf;df k|ToIf / ck|ToIf of]ubfg ;d]t k'¥ofpF5 . aLdfn] hf]lvdnfO{ Go"g ug{, 
artsf] k|j4{g ug{ tyf cfly{s l:y/tf sfod ug{ d2t u5{ . of] /fli6«o cy{tGqsf] 
Ps d]/mb08;d]t xf] . hLjg aLdf sDkgLx?n] clestf{sf] dfWodaf6 art ;+sng u/]/ 
b]z ljsf;sf] cfwf/ k"FhL lgdf{0fdf dxÎjk"0f{ e"ldsf v]N5g\ . aLdfn] nufgLstf{ tyf 
Joj;foLx?nfO{ hf]lvdaf6 hf]ufP/ nufgL k|j4{g ug{ pTk|]l/t ub{5 aLldtn] ljQLo ;'/Iffsf] 
dx;'; ub{5 / yk pTkfbgzLn ultljlwdf ;xefuL x'G5 h;n] /f]huf/Lsf] l;h{gf;Fu} ;du| 
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cy{tGqnfO{ rnfodfg agfpF5 . cGt/f{li6«o ?kdf nufgL ;'/Iffsf] k|Tofe"lt ubf{ cGt/f{li6«o 
Jofkf/df j[l4 x'G5 .

aLdfn] cfktsfnLg ljQLo ;+s6sf] ;dfwfg u/fpF5 . a}+s tyf ljQLo ;+:yfx?n] 
klg aLdf ul/Psf kl/of]hgfx?df nufgL ug{ /mlr /fV5g\ h:t}M pBf]u Joj;fosf] aLdf 
ePdf ljQLo ;+:yfx?n] C0f k|jfxdf ;xhtf b]vfpgsf ;fy} pBdzLntfsf] ljsf;df 
;xof]u ub{5 . t;y{ of] ljQLo :yfloTjsf] k|efjsf/L ;fwg ;d]t xf] . aLdfsf] dfWodaf6 
JolQmut / ;+:yfut :t/df art / k"FhL lgdf{0f ;Dej 5 . hLjgaLdf of]hgfx?n] JolQmnfO{ 
lgoldt art ug{ k|f]T;flxt ub{5g\ . h;n] b]zsf] bL3{sfnLg cfly{s ljsf;nfO{ 6]jf 
lbG5 . ljleGg aLdf sfo{qmdx?n] /fHosf] ;fdflhs ;'/Iff k|0ffnLnfO{ dha't agfpF5 . 
j[4 cj:yfsf] hLjgofkg, ckfËtf, a]/f]huf/L h:tf ;d:ofsf] ;dfwfgdf aLdf of]hgfn] 
ljQLo of]ubfg lbG5 .

aLdfn] hf]lvdnfO{ sd u/]/ pBdzLntfsf] jftfj/0f tof/ kfb{5 . aLdfsf] ;'/Iffdf 
sfd ug]{ Joj;foLx?n] hf]lvd lng ;fx; ug]{ ePsfn] pBf]u Pj+ pBdzLntfsf] clej[l4df 
;xof]u ub{5 . ljleGg aLdf sDkgLx?n] xhf/f}“ /f]huf/L / nfvf}“ cf+lzs /f]huf/L lbPsf 
5g\ . hLjg, ;DklQ tyf bfloTjsf] ;Defljt ljQLo gf]S;fgLsf] plrt Ifltk"lt{ tyf ;'/Iff 
k|bfg ug]{ ;a}eGbf pko'Qm pkfosf] ?kdf aLdfnfO{ lng] ul/G5 . To:tf gf]S;fgLn] JolQm, 
;dfh, ;+:yf tyf ;du| d'n'ss} cy{tGqdf ;d]t k|lts'n k|efj kf5{ . o;/L hf]lvd 
x:tfGt/0f tyf afF8kmfF6af6 ljQLo tyf ;fdflhs ;'/Iff k|bfg ug]{ ePsfn] ljZj cy{tGqdf 
d'Vo of]ubfg aLdfsf] /x]sf] 5 .

aLdf ubf{ JolQm jf ;+:yfn] bf];|f] kIfnfO{ hf]lvd x:tfGt/0f ug]{ ePsfn] hf]lvd sd 
x'G5 . clestf{nfO{ k|f]T;fxg, cfly{s ;+/If0f, kmfObfhgs nufgL, ldtJootfsf] nflu k|]/0ff 
Pj+ hLjg:t/ ;'wf/ tyf C0fsf] Joj:yf OToflbsf sf/0fn] g]kfnh:tf] ljsf;f]Gd'v b]zdf 
aLdfsf] dxÎj cToflws 5 . b]zsf] cfly{s ljsf; Pj+ aLdfsf] l:yltaLr k|ToIf ;DaGw /xg] 
tyf cfly{s ljsf;sf nflu :j:y / k'gaL{df ahf/ cfjZos /xg] tYonfO{ o'gfO6]8 g];g 
sGk|m]G; cg 6«]8 8]enkd]G6n] ;d]t :jLsf/ u/]sf] 5 . aLldtaf6 ;+slnt lk|ldod aLdf 
sDkgLx?n] pTkfbgd"ns If]qdf nufgL ub{5g\ . ljsf; cfof]hgfx?df k|ToIf Pj+ ck|ToIf 
?kdf Pp6f kl/lwleq /x]/ aLdf If]qaf6 ul/g] ;|f]t kl/rfng ljsf;zLn b]zsf] cfly{s 
ljsf;sf nflu dxÎjk"0f{ 5 .

cGt/f{li6«o Jofkf/ pBf]u tyf jfl0fHosf] k|j4{g, cfoftd'vL, cy{tGq Pj+ Jofkf/df 
x'g] hf]lvd Go"gLs/0f tyf cfly{s / dfgl;s ;'/Iffsf] k|Tofe"lt aLdfn] lbG5 . n3' 
pBdL tyf s[ifsx?nfO{ Wofgdf /fv]/ ul/g] aLdfn] hgtfsf] hLjg:t/ psf:g, cfTdlge{/ 
agfpg, r]tgf :t/ clej[l4 ug{ Pj+ ;fdflhs tyf /fHos} cfly{s ;d[l4sf nflu of]ubfg 
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lbG5 . k"FhL kl/rfng pBf]u–wGbfsf] ljsf; j}b]lzs Jofkf/df ;d]t cNksfnLg dWosfnLg 
tyf bL3{sfnLg nufgLsf] ;'lglZrttf ladf/L ub{5 . nufgLsf] ;'/Iff tyf ljQLo l:y/tf 
k|bfg ug{ ePsfn] g]kfnsf] dxÎjk"0f{ of]ubfg /x]sf] 5 . t'ngfTds ?kdf ;fgf] / cljsl;t 
/x]sf] g]kfnsf] aLdf ahf/nfO{ o;sf] cjwf/0ff, hgr]tgf, ;fIf/tf Pj+ kmfObfx?sf] 
hfgsf/L dfkm{t cGt/f{li6«o :t/df k'¥ofpg ;lsG5 . hlt w]/} aLdf ug{ ;Sof] Tolt g} /sd 
;+sng x'G5 / aLdf sDkgLx?n] ug]{ nufgL, C0f, l8a]Gr/ OToflbaf6 JolQm / /fi6«sf] 
cy{tGqnfO{ ljsf;sf nflu ;xof]u ub{5 .

;/sf/L ;DklQsf] aLdf, aLdf ;"rgf s]Gb|sf] :yfkgf, aLdf ko{j]If0f tyf lgMz'Ns 
aLdfsf] cjwf/0ff, s[lif / :jf:Yo aLdfsf] plrt k|aGw OToflb dfkm{t o;nfO{ emg\ 
;zQm / k|efjsf/L agfpg ;lsG5 . h;n] ;f]emf] ?kdf b]zsf] cfly{s ljsf;nfO{ 6]jf 
k'¥ofp5 . aLdfsf] bfjL e'QmfgL k|lqmof tyf ;]jf Jojl:yt / k|efjsf/L ePdf aLdf k|ltsf] 
ljZjf; cfh{g x'G5 . aLdfnfO{ cfd gful/ssf] kx'Fr;Dd lj:tf/ ug{ ;s]df cfly{s 
hf]lvdsf] x:tfGt/0f, ;'gf}nf] eljio lgdf{0f ug{, bL3{sfnLg k"FhLsf] lgdf{0f, cfly{s 
cg'zf;g Pj+ ;'zf;g sfod ug{ ;xof]u k'¥ofpF5 . ;fy} cfly{s ljsf;sf] hu dflgPsf] 
hLjg aLdfn] k"jf{wf/ lgdf{0fdf k"FhL lgdf{0f ug{ ;xof]u ug]{ ePsfn] b]zsf] cfly{s ljsf;df 
dxÎjk"0f{ of]ubfg lbG5 .

)))
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aLdf eGgfn] aLds cyf{t\ aLdf sDkgL / 
aLldt cyf{t\ JolQm jf ;+:yfaLrsf] ;Demf}tf eGg] 
a'lemG5, h;cGtu{t aLdsn] lglZrt hf]lvdsf] 
lj/m4 ljQLo ;'/Iff k|bfg ug]{ ub{5 . of] hf]lvd 
;femf ug]{ l;4fGtdf cfwfl/t /x]sf] 5, h;df 
w]/} dflg;n] lk|ldod e'QmfgL u/L sf]ifdf of]ubfg 
k'¥ofpF5g\, h'g ;+s6df k/]sfnfO{ Ifltk"lt{ lbg 
k|of]u ul/G5 . g]kfndf aLdf;DaGwL sfo{x? g]kfn 
aLdf k|fljlws/0fn] lgodg ub{5 . kl5Nnf jif{x?df 
hLjg aLdf, :jf:Yo aLdf, s[lif aLdf, ;DklQ 
aLdf, / ;"Id aLdfh:tf ljljw aLdf of]hgfx?n] 
;dfhsf km/s–km/s ju{sf dflg;nfO{ ;]jf k|bfg 
ub}{ cfPsf 5g\ . hLjg, ;DklQ tyf bfloTjsf] 
;Defljt ljQLo xfgL gf]S;fgLsf] plrt Ifltk"lt{ 
tyf ;'/Iff k|bfg ug]{ ;a}eGbf pQd pkfosf] 
?kdf aLdfnfO{ lng] ul/G5 .

aLdf ul/aL lgjf/0f / /fi6«sf] cfly{s 
ljsf;sf nflu dxÎjk"0f{ cfly{s ;fwg xf] . 
o;n] ck|Toflzt hf]lvdx?af6 ;'/Iff k|bfg u5{ 
/ JolQm, kl/jf/ tyf Joj;fox?sf nflu ljQLo 
:yfloTj ;'lglZrt ub{5 . g]kfnh:tf] ljsf;f]Gd'v 
/fi6«sf nflu, hxfF ul/aL, ljQLo clzIff / 
k|fs[lts ljklQx? ;fdfGo 5g\, o:tf] cj:yfdf 

ul/aL Go"gLs/0f tyf b]zsf] cfly{s ljsf;df 

aLdfsf] dxŒj

tf/f s'df/L dNn

la=P8= t];|f] jif{
dWoklZrd ljZjljBfno
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aLdfn] lbuf] ljsf; / cfly{s ;'/Iffsf] dxÎjk"0f{ e"ldsf v]Nb5 . hLjg, :jf:Yo, ;DklQ, 
/ Joj;fo h:tf If]qdf aLdfsf] kx'Frn] JolQmx?nfO{ cfsl:ds 36gfaf6 ;'/lIft ub}{ 
k'gM:yfkgf / k'glg{df{0fsf] cj;/ lbG5 . o;n] dflg;x?nfO{ art / nufgL ug{ k|]l/t ub}{ 
k"FhL lgdf{0fnfO{ k|f]T;fxg u5{, h;n] b]zsf] cfly{s j[l4 / ;du| ljsf;df 6]jf k'¥ofpF5 . 
;fy}, aLdfaf6 ;+slnt k|Lldod /sdnfO{ pTkfbgzLn If]qdf nufgL ug{ ;lsg] ePsfn] of] 
/f]huf/ ;[hgf / cfly{s ultljlwsf] rqmnfO{ tLj| agfpg ;xof]uL ;flat x'G5 .

aLdfsf] Oltxf; x]g]{ xf] eg] Ozfk"j{ #))) lt/} x]nsf O/fsdf kg]{ a]lanf]lgof/ ;'d/ 
/fHosf Jofkf/Lx?n] hxfhdf x'g] rf]/L, 8s}tL tyf cGo Ifltaf6 aRgsf] nflu ;fd"lxs 
?kdf sf]if lgdf{0f u/L ;f]xLdfkm{t hf]lvdx?sf] Ifltk"lt{ ug]{ u/]sf] kfOG5 eg] cfw'lgs 
sfndf O6fnLdf ox'bLx?n] afx|f}“ ztfAbLdf u/]sf] ;fd'lb|s aLdf tyf a]nfotsf] nG8gdf 
;g\ !(^^ df ePsf] cfunfuLkZrft\ ;'/m ul/Psf] clUg aLdfnfO{ aLdfIf]qsf] ljsf;df 
dxÎjk"0f{ ?kdf x]g]{ ul/G5 . To:t}, g]kfnsf] ;Gbe{df lj=;+= !(($ df g]kfn a}+s lnld6]8sf] 
:yfkgfkZrft\ aLdfsf] cfjZostf dx;'; eO{ lj=;+= @))$ df g]kfn dfn rnfgL tyf aLdf 
sDkgL :yfkgf ePsf] kfOG5 .

ul/aL lgjf/0fdf aLdfsf] e"ldsf 

g]kfn Pp6f ljsf;f]Gd'v /fi6« ePsf] / oxfFsf s/La @)Ü hg;+Vof ul/aLsf] /]vfd'lg 
hLjg latfO/x]sf 5g\ . o:tf] cj:yfdf, aLdfn] ul/aL lgjf/0fdf dxÎjk"0f{ of]ubfg k'¥ofpg 
;S5 . of] ;+s6df]rs ;'/Iffsf ?kdf sfd u5{ / sdhf]/ ju{sf nflu cfly{s ;Defjgfx? 
l;h{gf ug{ ;xof]u ub{5 .

aLdfn] ;+s6sf] ;dodf ljQLo ;'/Iff k|bfg ug]{ ub{5 . g]kfndf e"sDk, af9L / klx/f] 
h:tf k|fs[lts k|sf]k / :jf:Yo;DaGwL cfktsfnLg cj:yfn] kl/jf/nfO{ cTolws ul/aLdf 
k'¥ofpg ;S5 . aLdfn] o:tf] cj:yfdf ljQLo /fxt k|bfg u5{ . pbfx/0fsf nflu, :jf:Yo 
aLdfM /fli6«o :jf:Yo aLdf of]hgfh:tf sfo{qmdn] lgDg cfo ePsf kl/jf/x?sf] :jf:Yo 
pkrf/ vr{ 36fpg d2t k'¥ofpF5g\ . s[lif aLdfM clwsf+z g]kfnLsf] cfo;|f]t s[lif ePsfn] 
afnL aLdfn] v8]/L, af9L jf /f]usf sf/0f x'g] 3f6faf6 ls;fgnfO{ arfpF5 .

To;} u/L aLdfsf] dfWodaf6 cfly{s ;Defjgfx? k|j4{g ;d]t x'g] ub{5 . aLdfn] 
C0fbftfsf nflu hf]lvd sd u/L JolQmnfO{ shf{ k|fKt ug{ ;xh agfpF5 . g]kfnsf ls;fg 
/ ;fgf Joj;foLn] lwtf] gk'u]/ C0f kfpg sl7gfO v]Kg] u/]sf] cj:yfdf aLdfn] lwtf]sf] ?kdf 
sfd ug{ ;S5 . o;n] JolQmnfO{ cfod"ns ultljlwdf nufgL ug{ ;xof]u ub{5 . To:t} ljQLo 
;dfj]zLs/0f / artnfO{ k|f]T;fxg ug]{ ub{5 eg] aLdfn] ;]jf gkfPsf hg;+VofnfO{ cf}krfl/s 
ljQLo k|0ffnLdf NofpF5 . hLjg aLdfh:tf of]hgfn] ;'/Iff / art b'j}nfO{ hf]8 lbg] ePsfn] 
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bL3{sfnLg ljQLo of]hgf agfpg k|]l/t u5{ . u|fdL0f g]kfndf lgDg cfo ePsf ju{sf nflu 
;"Id aLdfn] ljQLo ;dfj]zLs/0fdf dxÎjk"0f{ of]ubfg k'¥ofPsf] 5 .

dfgj hLjgsf] Iflt dfq geO{ :jf:Yo;DaGwL hf]lvd, ;DklQsf] gf]S;fgL h:tf 
clglZrt 7"nf Ifltx?sf] lj/m4df t'ngfTds ?kdf ;fgf] /sdsf] aLdf z'Ns dfkm{t ;'/Iff 
k|fKt ug]{ pkfosf] ?kdf aLdfnfO{ lng] ul/G5 . JolQmut b[li6sf]0faf6 dfq geO{ Jofj;flos 
Pjd\ ;fdflhs b[li6sf]0faf6 ;d]t aLdfsf] 7"nf] dxÎj /x]sf] x'G5 . hg;+Vofsf] 7"nf] tKsf 
lg/k]If ul/aLsf] /]vfd'lg /x]sf g]kfnh:tf cNkljsl;t÷ljsf;f]Gd'v b]zx?df :jfefljs 
?kdf hLjg, hg:jf:Yo, d]l;g/L tyf cGo ;+/rgfx?sf] ;jfndf ;d]t hf]lvd axg ug{ 
;Sg] Ifdtf sd x'g] ub{5 . aLdf ubf{ s'g} klg JolQm jf ;+:yfn] bf]>f] kIfnfO{ hf]lvd 
x:tfGt/0f ug]{ ePsfn] aLldtnfO{ hf]lvd lgs} sd x'G5 .

To:t}u/L ;Lldt / aLdsnfO{ dfq geO{ aLrdf dfWod eO{ sfd ug]{ Ph]G6x?nfO{ 
;d]t k|f]T;fxg x'g] ePsfn] cfly{s ;+/If0f, kmfObfhgs nufgL, ldtJolotfsf] nflu k|]/0ff 
Pjd\ hLjg:t/df ;'wf/sf nflu ;d]t aLdfn] 7"nf] dxÎj /fVg] b]lvG5 . To;}ul/ s/ 
5'6sf] ;'ljwf, ;dk{0f d"Nosf] lglZrt k|ltzt;Dd C0f lng ;lsg] Joj:yf, hLjg tyf 
;DklQdf x'g;Sg] hf]lvdaf/] dfgl;s ;Gqf;af6 d'lQmnufotsf sf/0fn] ;d]t xfd|f] h:tf 
ljsf;f]Gd'v b]zx?df aLdfsf] dxÎj a9L b]lvG5 .

/fi6«sf] cfly{s ljsf;df aLdfsf] e"ldsf 

ul/aL lgjf/0feGbf aflx/ uP/, aLdfn] :yfloTj k|bfg ub}{ / nufgLnfO{ k|f]T;fxg u/]/ 
/fi6«sf] cfly{s ljsf;df dxÎjk"0f{ e"ldsf v]N5 . aLdf sDkgLx?n] lk|ldod ;+sng u/L 
k"jf{wf/, crn ;DklQ / pmhf{ h:tf ljleGg If]qdf nufgL u5{g\ . g]kfnsf] h:tf] k"FhL ahf/ 
ljsf;zLn cj:yfdf /x]sf] b]zdf aLdf sDkgLx?n] h'6fPsf] /sdn] 7"nf kl/of]hgfx?nfO{ 
ljQLo ;|f]t k|bfg ub}{ cfly{s ultljlwnfO{ ult lbG5 . To:t} aLdfn] hf]lvdnfO{ sd u/]/ 
Joj;fox?nfO{ gofF kl/of]hgf ;~rfng ug{ k|f]T;fxg lbG5 . g]kfnsf ;fgf tyf demf}nf 
pBdx?n] rf]/L, cfunfuL jf sfg'gL bfjLaf6 hf]ufpg aLdfaf6 7"nf] nfe k|fKt u5{g\ .

;du| ljZjsf] s'n ufx{:y pTkfbgdf aLdf If]qsf] of]ubfg qmdzM a9\b} uO/x]sf] tyf 
;f]sf] lx:;f xfn ;ft k|ltzt dfly /x]sf] ljleGg cWoogx?n] b]vfPsf 5g\ . ljsl;t 
b]zx?sf] lhl8kLdf aLdfIf]qsf] lx:;f *–!! k|ltzt;Dd /x]sf] tyf ljsf;f]Gd'v b]zx?df 
eg] ;f] lx:;f @–$ k|ltzt /x]sf] kfOG5 . s'n lk|ldod ;ª\sngdf eg] ljsl;t b]zx?sf] 
lx:;f ;g\ @))% df ** k|ltzt xf/fxf/L /x]sf]df qmdzM 36\b} hfg] k|If]k0f cWoogx?n] 
u/]sf] b]lvG5 . To;} sd cfo ePsf d'n'sx?sf] cfly{sx?df eg] lghL{jg aLdfsf] lx:;f 
Jofks /x]sf] cWoogn] b]vfpF5g\ .
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clwsf+z ?kdf aLdfn] ljQLo ljsf;df ;sf/fTds of]ubfg ug]{ b]lvP klg s]xL 
v08df eg] hfnem]n / a]jf:tfnfO{ a9jf lbPsf] klg e]l6G5 . g]kfnsf] ;Gbe{df cfly{s 
jif{ @)&%÷)&^ df ;du| cy{tGqdf aLdf If]qsf] of]ubfg @=^ k|ltzt /x]sf]df qmdzM a9\b} 
uO/x]sf] b]lvG5 h'g lx:;f l5d]sL d'n's ef/tsf] xsdf #=& k|ltzt /x]sf] b]lvG5 . g]kfnL 
aLdf If]qsf] kx'Fr lj=;+= @)&% sf] ;'/mjftdf s"n hg;+Vofsf] sl/a bz k|ltztdf ;Lldt 
/x]sf] cf=j= @)&^÷)&& sf] cGTo ;Ddsf sl/a @& k|ltzt -j}b]lzs /f]huf/ DofbL hLjg 
aLdf ;d]t_ sf] xf/fxf/Ldf k'u]sf] 5 . To;}u/L /f]huf/L l;h{gf ;d]t pNn]Vo ?kdf a9]sf] 
tYofª\sdf b]lvG5 .

g]kfn k|fs[lts k|sf]kx?af6 clt k|efljt x'g] b]z ePsfn] o:tf 36gfn] cy{tGqnfO{ 
c:tJo:t kf5{ . aLdfn] k|efljt JolQmnfO{ Ifltk"lt{ k|bfg u/]/ ;/sf/sf] cfly{s af]em sd 
ub}{ k'glg{df{0f k|lqmofnfO{ l56f] agfpg ;xof]u u5{ . aLdf If]qdf k|ToIf / ck|ToIf ?kdf 
/f]huf/L l;h{gf x'G5 . g]kfndf xhf/f}“ Ph]G6, d"Nof+sgstf{, / ;xof]uL sd{rf/Ln] o; 
If]qaf6 /f]huf/L kfPsf 5g\ . ;fy}, aLdfn] k|f]T;flxt ug]{ cfly{s ultljlwx?n] cGo If]qdf 
klg /f]huf/L l;h{gf u5{ .

:jfefljs ?kdf ljsf;zLn tyf /fhg}lts Pjd\ gLltut cl:y/tfn] JofKt d'n'sx?df 
nufgL ug{ nufgLstf{x? lxrlsrfpg] ub{5g\ eg] k|ltkmnsf] hf]lvd ;d]t pRr g} x'g] 
ub{5 . To; lsl;dsf] hf]lvdsf] Go"gLs/0f ub}{ nufgLsf] jftfj/0fnfO{ s]xL xb;Dd 
;'/lIft agfpg aLdf If]qn] cxd\ e"ldsf v]ln/x]sf] x'G5 . To;} u/L k|fs[lts k|sf]kaf6 
l;h{gf x'g ;Sg] IfltnfO{ x:tfGt/0f÷afF8kmfF8af6 ldn]sf] /fxtsf] cg'e"ltsf] pbfx/0f 
vf]Hg xfdLnfO{ w]/} 6f9f hfg gkg]{ b]lvG5 . lj=;+= @)&@ sf] e"sDksf] Iflt Go"gLs/0fdf 
aLdfIf]qsf] 7"nf] of]ubfg /x]sf] 5 . ljsf;zLn d'n'sx?df x'g] ljsf; lgdf{0fsf sfo{x?df 
sfd ug]{ >lds÷hgzlQmsf] hLjg aLdf b]lv lnP/ d]l;g/L÷cf}hf/x?sf] aLdf, ;+/rgfx?sf] 
aLdf, clUg aLdf, k|fs[lts hf]lvdsf] aLdfnufotn] w]/} xb;Dd hf]lvdaf6 ;'/Iffsf] k|Tofe"lt 
lbPsf x'G5g\ .

g]kfnsf] aLdf If]qdf ljleGg r'gf}tLx? ;d]t /x]sf 5g\ . g]kfnsf] aLdf If]qn] cfgf 
;Defjgfx?sf] clwstd pkof]u ug{ g;s]sf] s]xL k|d'v sf/0fx? 5g\ h:t} hgr]tgf / 
ljZjf;sf] cefjsf sf/0f aLdf k|j]z b/ sd x'g', u|fdL0f If]qdf kx'Frsf] cefj, ljz]if u/L 
ef}uf]lns sl7gfO, lgDg cfo ePsf ju{x?sf] cfjZostf k"/f ug]{ pTkfbgsf] ljljwtfsf] 
cefj tyf lgofds ;+/rgfsf] sdhf]/L / pkef]Qmf ;'/Iffdf sdL s]xL k|d'v r'gf}tLsf] ?kdf 
/x]sf 5g\ .

ljleGg r'gf}tLsf afjh't ljleGg gLltut ;'wf/sf dfWodaf6 aLdfsf] kx'Fr / pkof]lutf 
a9fpg ;lsG5 . h:t} hgr]tgf j[l4 u/L aLdfsf] kmfObfaf/] hgtfnfO{ lzlIft ug{ /fi6«JofkL 
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cleofg ;~rfng ug{', ;fj{hlgs–lghL ;fem]bf/Ldfkm{t lgDg cfo ePsf ju{sf nflu ;:tf] 
/ kx'Frof]Uo of]hgfx? Nofpg', clgjfo{ aLdf sfof{Gjog ug{ / gjLgtfnfO{ k|f]T;fxg lbg 
lgofds ;+/rgfnfO{ alnof] agfpg' / k|ljlwsf] pRrtd k|of]u tyf l8lh6n Kn]6kmd{ k|of]u 
u/]/ b'u{d If]qdf aLdf ;]jf pknAw u/fpg ;lsof] eg] aLdf dfkm{t ul/aL Go"gLs/0f tyf 
b]zsf] cfly{s ljsf; ug{ ;lsG5 .

t;y{, aLdf ul/aL lgjf/0f / g]kfnsf] cfly{s ljsf;sf nflu Ps k|efjsf/L 
dfWodsf] ?kdf lng ;lsG5 . t/, o; If]qsf] ;Lldt kx'Fr, hgr]tgfsf] sdL / ;+/rgfut 
r'gf}tLx?n] o;sf] k|efjsfl/tfnfO{ sd u/]sf 5g\ . nlIft gLlt, k|ljlwsf] ljsf;, / 
;xsfo{åf/f g]kfnn] aLdfsf] ;Dk"0f{ ;Defjgfsf] pkof]u u/L ;d[4 / l:y/ cy{tGq lgdf{0f 
ug{ ;S5 .

)))
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In many vulnerable communi� es, a single 

medical emergency, natural disaster, or loss of 

income can push families into a cycle of debt 

and poverty, emphasizing the crucial need for 

fi nancial safety nets like insurance. Insurance is 

a contract between the insurer and the insured, 

in which the insured pays a premium in exchange 

for monetary protec� on or compensa� on for 

specifi ed losses or damages. For example, 

health insurance reimburses an insured pa� ent 

for the hospital bills a� er an illness, surgery, or 

medical emergency, helping them avoid the 

fi nancial strain that o� en accompanies high 

healthcare costs. In layman's terms, insurance 

is an agreement in which an individual makes 

payments to a company, and the company 

promises to pay out money if the person has a 

specifi c loss. Various forms of insurance, such 

as life insurance, health insurance, mortgage 

insurance, and rental insurance, play a pivotal 

in reducing poverty by off ering fi nancial 

stability and protec� on against unforeseen 

events. Insurance helps to prevent signifi cant 

fi nancial setbacks for individuals and families, 

which supports personal economic stability 

Importance of Insurance in Poverty 

Reduc� on and Na� on’s Development

Divya Pant

BALLB, Farwest university,

Kailali Mul� ple Campus
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and contributes to broader economic resilience and na� onal development. 

These ini� al arguments discuss the prominence of insurance in reducing 

poverty:  

One suppor� ve argument states that insurance off ers fi nancial security. Whenever 

an individual or business experiences a loss, the insurance company ensures that the 

policyholder doesn’t go deeper into the debt by covering the associated costs. For 

example, In August 2017, in Houston, Texas, USA, Chubb Insurance provided coverage to 

the Texas Medical Centre, helping to repair extensive fl ood damage caused by Hurricane 

Harvey, highligh� ng the role of insurance in mi� ga� ng fi nancial risks and preven� ng 

individuals and businesses from falling into poverty a$ er unforeseen disasters.  

In addi� on to preven� ng debt, an insurance company encourages savings and 

investment. To further elaborate, if a person does life insurance, it o$ en includes a 

savings component, such as whole life or endowment policies, which aids in building 

cash over � me. Not only does this strategy provide fi nancial relief for benefi ciaries in 

case of unexpected death, but it also off ers funds and assets. For instance, in 2020, LIC 

India paid two crore ($ 238900) to the Gupta family in Mumbai, Maharashtra, India, 

a$ er Mr. Gupta’s sudden death due to COVID-19, helping them pay off  their mortgage, 

fund their children’s educa� on, and invest in a new business. 

Addi� onally, insurance fi rms aid in diversifying risk, which is cri� cal in reducing 

poverty. To further explain, risk diversifi ca� on assists in spreading the risk across 

diff erent areas, reducing the impact of an adverse event on an individual or organisa� on. 

Insurance companies off er various types of insurance, such as health, life, property, and 

agricultural insurance, which safeguard the insured against mul� ple risks. For example, 

health insurance helps cover costly medical bills of the hospital, preven� ng families from 

falling into debt to pay for treatment. This fi nancial relief allows them to maintain their 

standard of living, invest in other vital areas like educa� on or business, and focus on long-

term economic stability rather than short-term crises. As a result, they are less likely to 

fall into poverty, ensuring a more secure future for both themselves and their families. 

The following arguments explore the signifi cance of insurance in na� ons’ 

development: 

As for an ini� al point, insurance plays a notable role in a country's economic 

progress by contribu� ng to GDP growth. To further elaborate, insurance companies 

collect premiums and invest those premiums in various assets, promo� ng economic 

increment and infrastructure development. Insurance fi rms provide fi nancial protec� on 

against risks, suppor� ng economic stability, which fosters economic growth. According 

to a report by the United Na� ons Capital Development Fund, in the fi nancial year 2022-
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2023, non-life insurance penetra� on contributed 0.75 percent, whereas life insurance 

penetra� on stood at 2.65 percent, collec� vely represen� ng 3.4% of Nepal's GDP. 

While the above argument does resonate well, insurance businesses also provide 

employment opportuni� es to the na� on's workforce. Each year, insurance companies hire 

thousands of employees, with many more serving as agents and surveyors. For instance, 

based on the data from the Nepal Insurance Authority (NIA), in the fi scal year 2021-2022, 

the insurance sector in Nepal had a total of 12,031 direct employees, with an addi� onal 

1,240 surveyors and 296,403 insurance agents working across both life and non-life 

insurance fi elds. This not only boosts economic ac� vity but also serves as a cornerstone for 

the na� on's development by crea� ng job opportuni� es and promo� ng fi nancial stability. 

In addi� on to the above point, insurance companies play an essen� al role in 

the fi nancial system as they generate fi nancial resources by collec� ng premiums 

from policyholders. For example, according to the Financial Stability Report by Nepal 

Rastra Bank for the fi nancial year 2022-2023, the gross premium collected by the 

insurance sector increased from Rs. 152.66 billion in 2020-2021 to Rs. 177.81 billion 

in 2021-2022, reaching Rs. 182.91 billion in 20222023. These funds are allocated 

to government securi� es, fi xed deposits, stocks, and real estate in accordance with 

regulatory guidelines. Furthermore, based on data received from the Insurance Board 

of Nepal, the total assets/liabili� es of insurance companies increased by 9.1 percent 

to Rs.680.90 billion in mid-July 2023, represen� ng 6.3 percent of the total assets and 

liabili� es within the fi nancial system. This substan� al increase in assets underscores the 

crucial role insurance companies have in genera� ng fi nancial resources and suppor� ng 

economic advancement through their investments. 

In conclusion, insurance is vital for poverty reduc� on and na� onal development. 

By providing fi nancial protec� on against unexpected events, insurance not only assists 

individuals and families in avoiding severe fi nancial distress but also fosters broader 

economic stability and growth. The ability of insurance to off er fi nancial security, 

encourage savings and investment, and diversify risk plays a cri� cal role in mi� ga� ng 

the adverse eff ects of unforeseen events, thereby reducing poverty. Furthermore, 

insurance contributes signifi cantly to a na� on’s development by accelera� ng economic 

growth through investments, crea� ng employment opportuni� es, and strengthening 

the fi nancial system. The substan� al increase in gross premium and total assets/liabili� es 

of insurance companies highlights their profound role in driving economic progress. 

Overall, the importance of insurance extends beyond individual benefi ts, contribu� ng 

to a resilient economy and a more secure future for both individuals and na� ons.

)))
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We all know that Today's Modern and 

advanced technological world is full of risk. In 

context of Nepal, The importance of insurance 

cannot be overstated. It provides stability and 

security to individuals and businesses by helping 

them minimizing the risk and uncertainty of 

everyday life. Insurance is important part of 

our lives which guards us, secures us, from any 

sort of disaster. Insurance is generally defi ned 

as a contract which is also called a policy. 

An insurance policy is a contract in which an 

individual or an organiza� on gets fi nancial 

protec� on and compensa� on for any damages 

by the insurer of the insurance company. In 

simpler words, It is a form of protec� on from 

any unexpected loss or damage. Insurances a 

way to minimize and provide protec� on against 

those risks which are beyond human control. It 

is a way to indemnify to those unpredictable 

losses. Thus, insurance is transfer of the risk of 

loss from one en� ty to another in exchange for 

a premium and can be taken as a guaranteed 

compensa� on of a probable loss. There are two 

types of insurance i.e. life Insurance and Non-

life insurance. The main goal of insurance is 

Importance of Insurance in Poverty Reduc� on 

And Na� on’s Economic Development

Kabita Kumari Yadav
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protec� ng life, wealth and assets of the human being. In Nepal, a total of 35 insurance 

companies are off ering Life, Non-Life (General), Micro and Re-insurance services. 

Insurance companies play especially great role to boost economy in developing country 

like Nepal. Due to Geographical Structure of Nepal, the wealth and health of People are 

full of risk in the rural area of Hilly and Mountain from natural and unnatural disasters. 

So, Insurance plays vital role play to minimize risks and also assist to Poverty reduc� on 

and Economic Development. Insurance ac� vi� es also help increasing the saving which 

helps to capital forma� on and ul� mately leads to reducing poverty. Improve economic 

and fi nancial stability also one of the main advantages of insurance. 

Poverty allevia� on is a global issue because poverty is a constraint to the 

sustainable development of the economy and society. Poverty is categorized into two 

kinds: income-induced poverty which results from ability and resource constraints, 

and expense-induced poverty, which results from sudden events from external 

reasons such as diseases. Disease risk is much of uncertainty, uncontrollability and 

irreversibility which reversely impede human capital. In this condi� on, people are less 

able to engage in economic ac� vity so that they hardly escape poverty. Thus, expense-

induced poverty is the biggest obstacle to poverty allevia� on. There are 20.27% 

Popula� on below poverty line and they are mostly live in rural areas of Nepal. And 

due to lack of proper awareness program of Importance of Insurance, Rural people 

who fell into poverty or were back to poverty again because of diseases or another 

climates disasters. Because of high health expenditure to disease treatment poor are 

becoming poorer. Focusing on poverty is the key point to poverty Reduc� on. One way 

to reimburse high expenses to health care is health insurance, which helps pa� ents 

and families to overcome their fi nancial burden. Most of countries in the world have 

introduced health insurance in their healthcare system. Also, Nepal is working on 

Health Insurance policy and its implementa� on since few years ago. Health Insurance 

plays important role to reduce poverty, only if the policy scheme is distributed to the 

right people and right place. Most of the people of rural area are unaware about health 

insurance policy. Government should have to run awareness program about insurance 

and also ini� ate to open health insurance for most needed poor people of rural areas 

of Himalayas. If, they are free from the burden of treatment expenditure then they 

easily focused on economic ac� vi� es which helps to poverty reduc� on. The Na� onal 

Health Insurance Program stands as a crucial pillar in Nepal’s journey toward shielding 

individuals from unexpected health care expenses, thereby managing risks upfront 

within the framework of government-provided social health protec� on. 

Launched in 2017 as part of Nepal’s social security ini� a� ve in which Nepal goal 
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with this ini� a� ve is to move closer to achieving Universal Health Coverage  by 2030. 

Insurance is one of the main and important fi elds of the economy. The main 

aim of the insurance is to protect people and property from risks and uncertain� es. In 

the modern period there are too many accidents, bad events and unexpected losses. 

People always think about, how to escape from these risks. So, Insurance plays great 

role both in developed and developing countries’ economy. For the economic growth, 

insurance provides a strong pla� orm to protect against loss of property and system 

to accumulate adequate capital for investment. The insurance market could help to 

mobilize savings and narrow the investment gap of developing economies. In emerging 

markets, domes� c savings have not been fully mobilized despite huge funding needs 

arising from infrastructure projects. Insurance works as a bridge for the reduc� on 

gap between saving and investment, ul� mately helps to the economic growth and 

development of the country. Insurance companies as important long-term ins� tu� onal 

investors, therefore func� oning as fi nancial intermediaries, contribute to bringing 

together savers and borrowers. Life insurance promotes the development of capital 

markets and the fi nancial sector. Insurance helps to minimize fi nancial risks associated 

with everyday life. The insurance industry is closely linked with macroeconomic factors, 

regula� on and supervision, and the achievement of na� onal development objec� ves, 

as well as the interna� onal trade regime.  

For example: How Insurance helps to Reduce poverty and Economic Development?, 

Health Insurance covers medical expenses, life insurance provides fi nancial support to 

the family in case of the policyholder’s death, and property insurance covers damage 

or loss to property. This protec� on helps individuals and families to maintain their 

standard of living during diffi  cult � mes. Secondly, insurance plays a crucial role in 

minimizing risks associated with business opera� ons. For instance, business liability 

insurance covers legal costs and damages in case of accidents, injuries, or property 

damage caused by the business. This protec� on helps businesses to manage the risks 

associated with their opera� ons and con� nue to operate even in case of adverse events. 

Thirdly, insurance helps to promote economic growth by providing a stable and secure 

environment for individuals and businesses to operate in. It allows businesses to take 

risks and invest in new ventures, knowing that they are protected in case of uncertain 

events. This security encourages innova� on and growth, leading to job crea� on and 

economic development. Fourthly, insurance provides a social safety net that helps to 

reduce the burden on the government and taxpayers. For example, health insurance 

reduces the burden on public health systems by providing access to private healthcare 

facili� es. This allows the government to focus on providing basic healthcare services to 
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those who cannot aff ord private healthcare. 

In conclusion, Insurance is an essen� al part of modern life. It provides fi nancial 

protec� on to individuals and businesses, promotes economic growth, and reduces the 

burden on the government and taxpayers. It is essen� al for individuals and businesses 

to assess their risks and purchase the appropriate insurance policies to ensure that 

they are adequately protected in case of unforeseen events. There are several reasons 

why one should take insurance. Insurance provides fi nancial protec� on against risks 

and uncertain� es that are a part of everyday life. In our country, both government and 

insurance companies have to plays vital role to provide awareness program regarding 

benefi ts of Insurance in rural areas that boost their economic ac� vi� es. and government 

can easily focused on other sustainable development. Insurance provides protec� on 

against unexpected events that can have signifi cant fi nancial consequences. For 

example, health insurance covers medical expenses, life insurance provides fi nancial 

support to the family in case of the policyholder’s death, and property insurance 

covers damage or loss to property. This protec� on helps individuals and families to 

maintain their standard of living during diffi  cult � mes. Insurance provides a safety net 

for businesses. Business opera� ons are subject to a range of risks and uncertain� es, 

such as accidents, lawsuits, and natural disasters. Business insurance policies provide 

protec� on against these risks and help businesses to manage the fi nancial consequences 

of adverse events. This protec� on enables businesses to con� nue opera� ng even in 

the face of unforeseen events. Insurance helps individuals and businesses to manage 

their fi nancial risks. Insurance policies allow individuals and businesses to transfer 

the risks associated with their opera� ons to an insurance company. This transfer of 

risk enables them to manage their fi nancial risks eff ec� vely and avoid fi nancial ruin 

in case of adverse events. Insurance promotes economic growth by providing a stable 

and secure environment for individuals and businesses to operate in. Insurance allows 

businesses to take risks and invest in new ventures, knowing that they are protected 

in case of unforeseen events. This security encourages innova� on and growth, leading 

to job crea� on and economic development. Taking insurance is an essen� al part of 

managing one’s fi nancial risks. It provides protec� on against unexpected events, 

promotes economic growth, and provides peace of mind to individuals and businesses. 

It is important to assess one’s risks and purchase the appropriate insurance policies to 

ensure that one is adequately protected in case of unforeseen events.

)))



365

Insurance is one of the major components 

of fi nancial system of Nepal. As a Nepalese 

fi nancial system, the share of insurance sector 

is second largest behind bank and fi nancial 

ins� tu� ons. Insurance is a legal agreement 

between two par� es i.e. the insurance company 

(insurer) and the individual (insured). In this, 

the insurance company promises to make good 

the losses of the insured on happening of the 

insured con� ngency. The con� ngency is the 

event which causes a loss. It can be the death 

of the policyholder or damage/destruc� on of 

the property. It’s called a con� ngency because 

there’s an uncertainty regarding happening 

of the event. The insured pays a premium in 

return for the promise made by the insurer. 

Nepalese insurance company doesn’t have a 

long history. Modern insurance companies in 

Nepal began from 1947 A.D. Lack of awareness 

in people about the signifi cance of diff erent 

aspects of insurance resulted people suff ering 

heavy losses during accidents. “Maal Chalani ra 

Bima Company” is the fi rst insurance company 

in Nepal which later was renamed as “Nepal 

Insurance and Transport Company” in 1959 and 

“Importance of Insurance in Poverty 

Reduc� on and Na� on’s Economic 

Development”

Kusum Chhetri
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further as “Nepal Insurance Company Ltd”. In 1968, the government of Nepal established 

“Rastriya Bima Sasthan” under the company act. The importance of insurance cannot 

be overstated in today’s world. It provides peace of mind to individuals and businesses 

by helping them manage the risks and uncertain� es of everyday life. Life, Health and 

Motor third party liability insurance enable private households to obtain a higher 

quality of life by sa� sfying their desire for security and for a guaranteed income level. 

Similarly, product liability and property insurance promote entrepreneurial ac� vi� es 

and commerce. 

In Nepalese economy, the economic signifi cance of insurance sector is increasing 

since last decade. Financially sound and healthy insurance company can deliver its 

services to customers more eff ec� ve way as compared to the fi nancially weak company. 

Therefore, there is the equal concern of policyholders, shareholders, regula� ng 

authority, government and society about the performance of insurance companies. As 

the world is being caught in the poverty web, insurance plays a crucial role for poverty 

reduc� on and economic development by providing fi nancial protec� on, promo� ng 

economic resilience, facilita� ng investment, insurance contributes to the stability 

and growth of economies. Also it off ers the opportunity for clients to create wealth, 

whilst concurrently being redeemed in case of substan� al losses. Today’s world is 

full of risk and uncertainty. This risk and uncertainty are created due to globaliza� on, 

liberaliza� on, and innova� on in science and technology. Insurance is a way to minimize 

and provide protec� on against those risks which are beyond human control. It is a way 

to indemnify to those unpredictable losses. As a risk transfer mechanism, insurance 

provides fi nancial protec� on from unpredictable losses and also may contribute to 

economic growth of a na� on by fostering long term investment through capital that 

is collected from accumulated savings from individuals. More specifi cally, insurance as 

a risk indemnifi er and fi nancial intermediary can promote economic development by 

managing risk in a more eff ec� ve way and by mobilizing domes� c savings in long term 

investment. Insurance uses various channel to promote economic development like 

by crea� ng an environment of greater certainty to foster investment and innova� on, 

improves fi nancial soundness, crea� ng liquidity and mobilizing savings, facilitates 

the company to access capital, promotes sensible risk management contribu� ng to 

sustainable and responsible development. 

Insurance is a vital tool for poverty reduc� on in Nepal, off ering crucial protec� on 

against the fi nancial hardships that can exacerbate poverty. Insurance empowers 

people in poverty to take on produc� ve ac� vi� es that can improve their livelihoods.  In 

a country frequently aff ected by natural disasters, health emergencies, and economic 
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instability, insurance provides a safety net that helps individuals and families manage 

risks and avoid falling deeper into poverty. For instance, when a family faces the 

destruc� on of their home due to an earthquake or fl ood, insurance can provide the 

necessary funds for rebuilding or repairs, thus preserving their economic stability. 

Health insurance, in par� cular, plays a cri� cal role in improving access to medical care. 

In a country where out-of-pocket medical expenses can be a signifi cant burden, health 

insurance helps reduce the fi nancial strain associated with healthcare costs. This 

not only makes medical services more accessible but also prevents individuals from 

falling into poverty due to unexpected health issues. By covering medical expenses, 

insurance ensures that families can seek � mely treatment without worrying about 

the fi nancial repercussions, thereby promo� ng be� er health outcomes and economic 

stability. Furthermore, insurance encourages savings and investment by incorpora� ng 

savings components into various policies. This aspect of insurance help individuals 

build fi nancial resilience over � me. As people accumulate savings through insurance, 

they are be� er posi� oned to invest in opportuni� es that can improve their economic 

prospects, such as star� ng a small business or pursing educa� on. This fi nancial planning 

capability is crucial for li� ing individuals out of poverty and fostering long-term 

economic development. Enhancing fi nancial inclusion through insurance ensures that 

marginalized communi� es have access to fi nancial protec� on. By increasing awareness 

and availability of insurance products, more people can benefi t from fi nancial security, 

which is essen� al for managing risks and improving overall economic condi� ons. This 

inclusivity helps reduce the economic dispari� es and support poverty allevia� on 

eff orts by providing a safety net for those most in need. Ul� mately, insurance acts 

as a powerful tool in breaking the cycle of poverty and building more resilient and 

prosperous communi� es.

In Nepal, insurance plays a crucial role in the country’s economic development 

by providing fi nancial protec� on and risk management in a landscape prone to 

natural disasters, such as earthquakes, fl ood, landslides. Given Nepal’s geographical 

vulnerability, insurance is par� cularly important in mi� ga� ng the economic impact of 

these events. By covering the fi nancial losses caused by natural calami� es, health crisis, 

and accidents, insurance enables businesses to recover and rebuild, thus maintaining 

produc� vity and suppor� ng economic resilience. This allows individuals and companies 

to invest in sectors like agriculture, tourism, and infrastructure, which are central to 

Nepal’s economy, without the fear of catastrophic fi nancial losses. Insurance in Nepal 

helps mobilize savings by collec� ng premiums that can be invested in key na� onal 

development projects. These investments, par� cularly in infrastructure, energy, and 
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industrial sectors, contribute to capital forma� on and help the country build a stronger 

economic base. As a result, insurance companies in Nepal not only protect against 

risks but also contribute to economic expansion through their investments in long 

term development ini� a� ves. Moreover, insurance products such as life insurance and 

pension schemes encourage long term savings. These savings contribute to personal 

fi nancial security, fostering a culture of fi nancial responsibility. As individuals save and 

invest through insurance, they contribute to the fi nancial stability of the economy, 

crea� ng a more resilient society that is be� er equipped to handle economic challenges. 

Insurance also reduces the strain on government resources during disasters, health 

emergencies, or other large-scale crisis. By covering medical costs, agricultural losses, 

or rebuilding expenses, insurance reduces the fi nancial burden on both individuals 

and the government, allowing public funds to be allocated more eff ec� vely for other 

development needs. Addi� onally, as Nepal’s economy becomes more integrated 

with global markets, having a robust insurance sector is vital for a� rac� ng foreign 

investment, as it reassures investors that their assets and opera� ons are protected. 

Insurance safeguards individuals and businesses against unforeseen risks, enabling 

investment and innova� on, and contribu� ng to long term capital forma� on, all of 

which are essen� al for the country’s sustainable growth and resilience. 

In conclusion, insurance serves as a vital instrument for poverty reduc� on and 

economic development by off ering fi nancial protec� on against unexpected risks and 

losses. Insurance can be acknowledged as a tool for protec� on which undoubtedly 

proves that insurance is a very important savings and risk tool for ci� zen of any country. 

In Nepal the general popula� on are not well educated and aware about benefi t of 

insurance and also are middle class who have low power of investment and insurance 

of Nepal has to cope with these challenges. Moreover due to poli� cal instability and 

confl ict among people in the name of poli� cs development pace of country is pushed 

far behind. So, majority of the popula� on are denying the adop� on of insurance policy. 

But for individuals, par� cularly those in low income communi� es, insurance mi� gates 

the impact of events such as illness, accidents, natural disasters, or death, which could 

otherwise push them deeper into poverty. By covering these risks, insurance enables 

individuals and families to maintain stability, invest in educa� on, health and small 

businesses, and avoid the cycle of debt and fi nancial ruin. For businesses, especially 

small and medium enterprises, insurance off ers a cushion that allows them to take 

calculated risks, invest in growth, and recover more quickly from poten� al setbacks. 

This fosters entrepreneurship and job crea� on, which are cri� cal drivers of economic 

development. On a na� onal scale, insurance contributes to economic stability by 
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encouraging long term investment and infrastructure development, while reducing 

the fi nancial burden on governments when disasters strike. Addi� onally, insurance 

helps foster a culture of risk management, improving fi nancial literacy and resilience 

within the popula� on. By promo� ng greater fi nancial inclusion and providing the 

security necessary for both individuals and businesses to thrive, insurance becomes 

a cornerstone in the founda� on of a strong and sustainable economy, directly 

contribu� ng to poverty reduc� on and na� onal economic growth.

)))
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The people living in poverty are 

especially at extreme risk. Any unforeseen 

event can signifi cantly impact their lives. A� er 

the necessity of earning a living, managing risk 

becomes the primary concern for the poor. 

Although insurance can greatly assist in risk 

management, impoverished people around 

the world have limited access to it.  Insurance 

acts as trustworthy ally that shields individuals 

and businesses from fi nancial setbacks, 

empowering them to recover, thrive and 

encourages mandatory savings. 

The world fi lled with risks and 

uncertain� es, insurance serves as a means 

to mi� gate and safeguard against those risks 

that are beyond human control. Insurance 

acts as off ering a safety net when life takes 

an unexpected turn. Insurance is a major 

component of Nepal’s fi nancial system. 

Within this system, the insurance sector ranks 

second in size, following banks and fi nancial 

instruc� ons. As a mechanism for transferring 

risk, insurance off ers fi nancial protec� on 

against unpredictable losses. It acts as a way to 

compensate for unforeseen losses. Essen� ally, 
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insurance involves transferring the risk of loss from one party to another in exchange 

for a premium, providing a form of guaranteed compensa� on for poten� al losses. The 

primary aim of insurance is to compensate for unexpected loss of individual’s lives, 

wealth and assets. Insurance play a crucial role in the economy, as their ac� vi� es 

contribute to increased savings, which in turn aids in capital forma� on and ul� mately 

boosts the country’s GDP by 2.03% in Nepalese context.  

Insurance acts as a safety net that supports a na� on's economic growth by 

helping people, businesses, and communi� es stay resilient in the face of unexpected 

events. Whether it's a car accident, a natural disaster, or a health emergency, insurance 

ensures that fi nancial setbacks don’t bring everything to a halt. By off ering this 

protec� on, it gives people the confi dence to invest in homes, businesses, and new 

ideas, knowing that they are covered if things go wrong. On a larger scale, insurance 

companies themselves play a key role by using the money from premiums to invest 

in projects that build roads, schools, and businesses, helping the economy grow. In 

this way, insurance doesn’t just protect people; it fuels progress, making sure that 

both individuals and the economy can keep moving forward, even when faced with 

challenges. It is quite clear to me that the insurance industry is a key player in our 

country's economic growth. It explores solid risk opportunity margin of fi nancial fl ows 

that is well-for� fi ed across sectors of the local economy and at the same � me, it unites 

the stakeholders involved. To my mind, insurance is not only a security blanket; it is a 

mighty instrument of economic development. This makes me believe that insurance 

is indeed more than just the piggy bank; it is the key to the growth of the society and 

economy. By giving a shelter, it not only prevents the immediate hazards but also opens 

the way for the long- term development and prosperity. I foresee that providing access 

to insurance in the vulnerable areas can be a signifi cant step in the breaking of the 

poverty cycle as well as in the improvement of the community's general life situa� on. 

Indemnity insurance helps as fi nancial helping hand, steeping us back to where 

we were before the trouble, without le�  ng us make extra cash from it. Insurance 

makes our saving compulsory. Savings invested in insurance increase the investment 

in various sector which increases the employment opportuni� es. Insurance acts as 

safety net that kicks in when things so wrong. Insurance is supposed to be waste of 

� me and ineff ec� ve and unreliable by some people but if later in future the person 

faces accident and losses in business the person can’t compensate the losses and faces 

diff erent diffi  cul� es due to lack of money. Insurance establishes the entrepreneurship 

capacity in person by taking risk which is later mi� gated.  Reinsurance is the insurance 

of insurance companies which stabilize the insurance market and allows insures to off er 
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the coverage. The reinsurance   generates the numbers of employment opportuni� es 

and the capital fl ow inside the na� on that works for the economic development.   

Insurance can be a powerful tool in reducing poverty by providing a fi nancial 

safety net for vulnerable individuals and families. When people face unexpected 

challenges like illness, accidents, or natural disasters, insurance helps cover costs and 

prevents them from falling deeper into poverty. It allows low-income families to recover 

more quickly from setbacks, giving them the chance to rebuild without deple� ng their 

savings or going into debt. By reducing the fi nancial burden of these crises, insurance 

gives people a sense of security and the opportunity to invest in their future. This 

protec� on helps break the cycle of poverty, enabling economic stability and growth.  

Micro insurance provides low cost insurance coverage to low income individuals such 

as medical emergencies that provides fi nancial stability and peace of mind. 

Insurance ini� a� ves fi nancial stability, fuels economic growth, and reduces 

poverty, serving as a key pillar for na� onal progress. While its importance is some� mes 

overlooked, insurance off ers more than just individual protec� on; it’s a crucial pillar 

that supports na� onal progress. Let’s explore how insurance contributes to both 

poverty reduc� on and the development of a na� on’s economy. 

Insurance acts a superhero cape for the entrepreneurs and giving them courage 

to risk and invest in growing their businesses which ul� mately helps in the sustainable 

economic development of the na� on. Addi� onally, the insurance will cover the damage 

that occurs in the future mishaps. 

Furthermore,  Insurance provide healthcare access and Poverty Preven� on 

aver� ng un� mely death in the families .The people can access to medical care 

without any fi nancial loads to their pockets. Similarly, Insurance s� mulates saving 

and investment by making the money aside or mandatory for the secured future for 

tomorrow. The money we collected by insurance companies are further invested to 

gain profi t in long run. Insurance Supports Sustainable Agriculture for example; the 

farmer who does the insurance of crop, Pet , livestock etc. can increase the level of 

agriculture in 

Nepal as the insurance is set backward to compensate if any losses occur in future. 

Likewise, Insurance promotes jobs crea� on through establishment of diff erent branches 

and empowering people by providing employment which increases their economic 

lifestyle and works for increase in per Capita income. Correspondingly, insurance builds 

confi dence in fi nancial system and reduces the government burden too by building a 

more resilient and prosperous society for everyone. Insurance supports the individuals 

and businesses during tough � mes, reducing the need for extensive government aid.  
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Thus, the insurance industry generates more capital than just a cash cow; it acts 

as the engine of the development of the society and the economy as a whole. Giving 

a roof over the head helps prevent such hazard, whether immediate or less so, and 

also paves the road for progress and higher levels of well-being in the future. In my 

opinion, the distribu� on of insurance in the lower segments of the popula� on is an ill-

judged prac� ce, it is ineff ec� ve and also a waste of poten� al in extending the poverty 

reduc� on eff orts or the development of the general status of the people.
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