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Agriculture Loan in Nepal

Around 70 percent of total credit of BFls concentrated in these Table 2: Credit Distribution in the Banking System
(Mid July 2021)

ﬂVE sectors: Sector Percent
Agricultural and Forest Related 6.56
.. . Fishery Related 021
* NRB has made mandatory provision of lending to Minig Reled 02
o - PR Agriculture, Forestry & Beverages Production Related 1645
some specified sectors to bolster economic activities i o
1 Electricity, Gas and Water 498
In those seCtors' R . . . R Metal Products, Machinery & Electronic Equipment & Assemblage 1.50
*  BFIs have been slowly diversifying their portfolios it commuicuionsd s e 234
- - - Wholesaler & Retailer 2007
and are actively lending into these sectors. TR et
Hotel or Restaurant 441
Other Services 424
Consumption Loans 5.60
Local Government 0.04
Others 15.38
TOTAL 100.00

Unified Directive NRB 2078 for subsidiary loan

. Unified directives 2076 and upgraded in 2078, all A, B and C category licensed org provide
loan in 10 sectors including agriculture;
e 90 g &FE% dlfeh [TI=TaT T qIBTHT AFHT TATE TA9T boll ol I
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Unified Directive NRB 2078 for subsidiary loan

. Loan Processing — FREE

. Interest Rate: Base Rate +2% premium.

. Interest subsidy of 5% (i.e base rate + 2% Premium) women entrepreneur 6%

. Revolving Facilities: Maximum up to 1 year, renewable every year subject to satisfactory
performance review;

. Fixed Term Loan: Maximum up to 15 years (as per nature of business) for Fixed Assets (inclusive
of livestock/cattle/plantation /Building, shed construction etc.) including the Moratorium period.

. Interest Subsidy on tenure up to 5 years.

Note: In case of Loan value Exceeding Nrs.50 Million, 5% subsidy will be provided on First Nrs.50 million

and 2 % on the remaining amount exceeding Nrs. 50 million subject to pre-approval from NRB.

Agriculture lending sub-sectors

. Livestock Farming: Cattle (Cow, buffalo, pig, goat, sheep), poultry (Broilers, layers, ostrich, kaliz),
and Processing: Dairy, slaughter houses, meat processors, and others

. Food Crops: Paddy, wheat, maize, millet, oilseeds, pulses and others

*  Vegetables Farming: Seasonal, off- seasonal, Tunnel, Hi-tech and others

. Cash Crops: Tea, Coffee, Sugarcane, Cardamom, Apple, Kiwi, Banana, mushroom and others;

. Floriculture: Cut flower, Rose, Orchids, Ornamental plants and others

*  Agquaculture/Fishery: Fish, Nursery, Hatchery, Biofloc and others

*  Apiculture/Bee keeping: Cerana and Mellifera, processing of honey etc

»  Special crops: Seed production, spices, herbs, walnut etc

. Agricultural Mechanization: Transplanter, Broadcaster, Tractor, Riper, Thresher and other
Agriculture Machineries

. Loan types: Personal and business

Unified Directives 2078 output ( Source: ADB, 2079)

Loan Type Type of Loan #

collateral

1%



|/ | | (Lakh)]

1 Commercial CO/Non-co 12396 228844
agriculture and
livestock
2 Educated youth Certificate_c 14 83
employment 0
3 Youth project for Group 44 298
foreign job returnee
4 Women N 3000 20273
Enterpreneurship
5 Dalit Community " 98 480
business dev
6 Higher , technical N 1 3
and voc education
7 Earthquake affected " 6 11
private household
building
Cloth factory b 6 473
Technical and voc Non 1 1

training related
investment loan

10 Self-employment Collateral 0 0
for youth category

Subsidiary loan with collateral type and proportion

Without 3738 29941 (12%)
collateral
With collateral 11828 225317 (88%)

R0



Agriculture credit 700200 35%

Non-agriculture credit 1468200 65%

Minimum loan investment policy

Sector Upto 078 Asar 2079 Asar 2080 Asar
Masanta masanta masanta

Agriculture 11% 13% 15%

Energy 7% 9% 10%
Study results (Thapa, 2021 in Kavre)
Known abt subsidiary loan: 34%
Interest rate : 4.37% and non- subsidized 13.08%

Credit fulfillment ratio:

— |

7 7

9 8

81 86

Subsidized 75%

Non-subsidized 98%
Thus, unlimited demand of subsidized loan

Loan Utility

9



Agriculture sector (% of | Non agriculture sector (%

total loan amount) of total loan amount)

Subsidized 58.36 41.63
Non subsidized 30.53 69.47
Overall 54.34 45.66

Value chains for inclusive transformation of agriculture program (VITA)
IFAD, GOV and ADB partnership program;

Implementing agency : ADB

Aim: Supply chain and lending activities

Comp 1: Inclusive supply chain dev;

Com 2: Expanding financial services

to agriculture

Com 3: Supply chain infrastructure

Food commodities: 12 including crops, fruits, dairy, fishery & maps

<R
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Dolakha, Sindhuli, 15000
Kavre, Sindhupalcho
wk, Nuwakot,
Dhading, Chitwan,
Makwanpur

Lumbini 12 districts 30000 33

Bagamati

Madhesh 8 districts 25000 37

Merits of Agriculture Loan Provisioning

» Rising loan access and coverage due to rising branches;

* Income leverage

+ Tight/clear guideline of NRB in funding in agriculture sector;
» Using formal loan provisioning;

» Food and nutrition security

* Import substitution

Perception on constraints in obtaining loan

Quantity of collateral —with quality) 144

Lack of knowledge on loan processing 113
and investment

Personal linkage with bank 1.06

Low collateral valuation 1.03

3

12,3
1.2



Higher interest rate of agri- loan 0.55 VI

Loan Provisioning is based on:

CD ratio: Credit Deposit ratio: 90 out of 100, higher the CD ratio better is loan
provisioning

Bank's/Branch's NPL : Non-performance loan (after 90 days), 61.65 Billion
in 2021 (NRB, 2022)

Loan recovery rate is going down because of multiple factors;

Loan portfolio of branch/nation: 60:40 in agriculture and energy and
vice-versa;

Loan feasibility assessment report : Loan recovery is prime factor

Collateral quality: Better collateral
Past performance of Lonnie;

Suggestions for improving agricultural credit

Loose NRB's Working Directives 2076 and updated in 2078;
Loose loan working procedure 2073 (ADB);

Annual plan and implementation procedure of ADB;

Field inspection by BFIs, NRB and local government office;

Provision of consumption and productive loan as per demand and capacity of
payment;

Collateral policy: fixed and working capital (standing crop/standing
farm)/goodwill;

Financial literacy and farm-based extension;

Farm/business loan and insurance as mandatory for all farming;

Easy and transparent guidelines;

Equal motivation of Bank staffs (performance and academic

background determine agri investment).

Crop Insurance

International context of crop insurance

Agri Insurance market established in Europe 200 years ago, in the form of privately offered

Y



protection against livestock mortality and peril event : crop hail;

Crop-hail insurance was officered in Germany at late 1700s, late 19" century in European Countries
and USA;

» Rapid growth of insurance in last 50 years with the government support;
» UScropinsurance programme isthe world’s largestin premium volume;

» Same support in Spain, Canada, Italy, Japan, France under risk management programme: crop,
animal and pest insurance (Source : Smith and Glauber , 2012)

South Asian context of crop insurance

Unified Package Insurance Scheme

(UPIS) in 45 pilot districts for both B ——
loanee and non-loanee farmer in a annual

. . y Pradhan Mantri Fasal Bima Yojana
basis (except biannual CrOpS), \ MINISTRY OF AGRICULTURE & FARMERS WELFARE

Home  Documents v Repots~ Relatedliks~  CSCv  Dashboad v Gallery

E.g.Pradhan Mantri Fasal Bima Yojna
(PMFBY) / Weather Based Crop
Insurance Scheme (WBCIS)

Insurance Premium Report CropLoss pplicatic Technical Gri
Cafculator

Koow your brsuance ReportCrophoss & Aoply
Premium before for Claim

Farmer Corner Calculate Report Crop loss Application Status

Technical Grievance

Nepalese Agri- insurance market

» Insurance Board (Nepal Insurance Authority -NI1A as recent name) has been implementing
Agriculture Insurance Programme since 2013;

» Policies like banana, cardamom, coffee, fruit, ginger, grass, honeybee, junar, lemon, mushroom,
orange, paddy, paddy group insurance, seed, sugarcane, tea, turmeric, vegetable (cost and
production) and weather index-based policy for apple are now operation in crop related insurance;

*  Are 26 types of policies formed in crop and livestock sector (NIA, 2077);

*  GoN has been providing 80% subsidy in premium value (5% of the insured sum) to be paid by
farmers;

R4



NIA formulate insurance policy of each crop in coordination with DoA under the
execution of Ministry of Agriculture and Livestock Development (MoALD);

There are >70 products including vegetables, cereals, fruits, fish, honey, and livestock as per the
demand of the farmers;

By policy, four types of insurance product in operations: value base, cost of production base,
weather index base, and market valuation based (Bima Samiti, 2018; 2020 Abebe and Bogale,
2014);

The MOALD did a lot of lobbing for executing crop and livestock insurance in Nepal. Agriculture
Insurance is how cross-road and subsidy based.
Growth rate of crop insurance in Nepal

FY Sum insured Premium Subsidized Claim Policy
premium paid
FY 2070/71 - - - - -
FY 2071/72 865.36 865.36 1355.73 NA -
FY 2072/73 198.54 194.43 160.63 145.81 -
FY 2073/74 76.94 78.37 78.37 159.4 -
FY 2074/75 -22.54 -22.54 -22.54 -5.40 -
FY 2075/76 117.17 117.17 117.17 237.23 80.7
FY 2076/77 41.75 27.75 1720.45 -27.37 9.0
Growth rate...

® In fiscal year 2076/77, there were 3812 policies sold for sum insured amount of Rs 1.6 billion, 82.9
million premium amounts with Rs 88 million as subsidy amount. In the same year, the claimed
amount was about 71% (58.54 million) of the premium collected.

® Study also recorded that 204insurers from Bagmati Provinces, among these, largest (62) are
reported from Makwanpur, followed by from Chitwan. No insurers reported for Rasuwa, Dhading,

%




Ramechhap, followed by Among the
policy holders Bagmati provinces had 204 insurers mostly

® It is taken from personal note of Mr Sundar Shyam Ghimire, Crop Insurance trainers Department of
Agriculture (DoA) as well as PhD Scholar, IAASTU.

Livestock insurance growth

318.30 528.3

89.70 71.20 892.92

50.01 50.01 47.76

28.38 28.38 23.27

54.56 54.56 62.96 75.56
20.91 20.91 -18.36 10.83

Agriculture insurance growth rate trend 2070/71 to 2076/77

0.00 0.0 0.0 0.0

409.56 608.24 0.0 0.0
74.94 73.39 459.29 0.0
52.80 52.80 63.04 0.0
34.85 34.85 21.56 0.0
-74.93 74.93 79.51 77.30
17.61 126.97 -19.10 10.39
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Insurance status in 2077/78

mCrop ®Livestock ®Fish Bird mOverall Agriculture
250

200
150
95 95 7
100 4 %5
0 Il
I 22
) Al NET el
Sum insured Premium  Subsidized Claim paid No of
premium policies

Premium charges and policies in
(Shrawan-Pouse, FY 77/78) Bagamati Prov.

3

== Premium === No. of Policy

280 9.32 1000%
=170 g
= 800 2
, 60 £
- 6.00
E 40
E 30 400
£
- S
10
0

Shikhar Insurance  NLG Insurance  IME General  United Insurance Himalayan
CompanyLtd. ~ CompanyLtd.  InsuranceLtd.  CompanyLtd. General Insurance
Company Ltd

1 2 3 4 5
Premium charges and policies of top-five non-life insurance companies

District wise assigned companies and their performance rank

Premier Insurance Company

(Nepal) Ltd.
Dolakha Mountain 7

Himalayan General Insurance

Sindhupalchowk Mountain Company Ltd. 5

-Rasuwa Mountain General Insurance Company Ltd. 9

Rg



Ramechhap

Sindhuli

Kavrepalanch

owk

Kathmandu

Bhaktapur

Lalitpur

Nuwakot

Dhading

Makwanpur

Chitwan

Hill

Hill

Hill

Hill

Hill

Hill

Hill

Hill

Hill

Terai

9.4

Premier Insurance Company
(Nepal)

Ltd.

Premier Insurance Company
(Nepal) Ltd.

Himalayan General Insurance

Company Ltd.

Rastriya Beema Company Ltd.

Sanima General Insurance
Company Ltd.

Himalayan General Insurance
Company Ltd.

Shikhar Insurance Company Ltd.

Shikhar Insurance Company Ltd.

Shikhar Insurance Company Ltd.

Shikhar Insurance Company Ltd.

Mobilizing agents or staffs

62.5

R
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3.1 4.7

3.1 7.8

7.8 12.5

0 12.5

23.44 100

Note: Shikhar has mobilized staffs while others had agents at field level.

Access time to crop insurance offices

—e—Percentage =—e=Avg hour

80.0 3.00

! 00 2.50 £
£ 60.0 =1
= 50.0 2.00 .5
o o
£.40.0 1.50 3
24 -
200 1.00 .E
< 20.0 o
= 10.0 e 0.50 é"
0.0 - 0.00
s o & > 5 > >
4 < < =4 =5 & S
= A = & 5 o
= N < <& S &
< < 5 P
S N = &5
e %a <& S
o S xc-,\«‘\"

Office concentrated in the city area and respondent took 0.52 hour (30 minutes) to
2.5-hour time. with the average of 0.9 hour (54 minute)

Insurance Board reported 842 branches of these insurances throughout the county
for crop (also agriculture) insurance services.

Types of crop policy, area coverage and experience of farming

19 (25) 2

105 06 8.2
4(5.3) 2 1

2.8 0.7 7.4

30



-7 (9.2 12 26 0.4 13.9 2
-4 (5.3) 3 0.8 0.2 8.0 1
4(53) 3 1
- 4.7 1.2 17.5
-34 (44.7) 3 1192 35 8.4 1
-1 (13) 3 1.3 1.3 2.0 1
-1 (13) 3 5.2 5.2 3.0 1
-1 (13) 3 2.0 2.0 5.0 1
-1 (13) 3 2.0 2.0 3.0 1
-2 (26) 3 5 2.5 1.8 1
-76 (100) 1559 1.7 7.6

Types of crops, # policies, area

Avg area/policy Experience

Sub-sector  Policy # Type Area Insurance type
Vegetable 19 2 10.5 0.6 8.2 1 24.4%
Potato 4 2 2.8 0.7 7.4 1 5.1
Spring paddy 7 2 2.6 0.4 13.9 2 9.0
Mushroom 4 2 0.8 0.2 8.0 1 5.1
Wheat seed 4 3 4.7 1.2 17.5 1 5.1
Banana 34 ) 119.2 3.5 8.4 1 43.6
Dragon fruit 1 2 1.3 1.3 2.0 1 1.3
Kiwi 1 2 5.2 5.2 3.0 1 1.3
Strawberry 1 2 2.0 2.0 5.0 1 1.3
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Papaya 1 2 2.0 2.0 3.0 1 1.3

Cardamom,
coffee

78 2 155.9 1.8 7.3 1 100.0
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# of policies purchased as per district

Nuwakot ; 7
Kavre _ i [ |
Dhading LS
Makwanpur 6
Chitwan [ 4

o 10 20 30 40 50
No of crop policies

District

Of the 76 policies sold. study reported 41 for Chitwan followed by 13 for Dhading and 11
for Kavrepalanchowk district. It meant. some of the insurers had more than 2 policies
purchased at a time.

Crop insurance vs purpose of farming

62.50
0.0 4.7 4.69
0.0 7.8 7.81
1.6 10.9 12.50
1.6 7.4 12.50
4.7 91.69 100.00

Crop insurance contract type

Farmers' group ~ Cooperatives

21.9 62.5
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-4.7 0.0 0.0 4.7
-7.8 0.0 0.0 7.8
-12.5 0.0 0.0 125
-9.4 0.0 3.1 125
-60.9 14.1 25.0 100.0

Ranking types of risk and uncertainties

Covid-19loss 2 0.85 I
Wind, hail thunder loss 1 0.84 I
Disease loss 2 0.77 i
Decline in seasonal price 2 0.76 v
Insect pest damage 3 0.69 \%
Rainfall 3 0.59 Vi
Drought 3 0.56 Vil
Fail in technology due to low training 0.42 VIl
opportunity 4

Dew frost 4 0.37 VIl
Wildlife damage 5 0.36 IX
Fire damage 5 0.28 X
Environmental fog 5 0.28 XI
Theft 5 0.27 Xl

Earthquake loss 5 0.25 X1
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Moral hazard of insurance companies, agents and staffs

Both agents and companies gave priority in non-agriculture, livestock, poultry and crop insurance,

1St priority third party insurance, an livestock, 3nd: line crops, 4'[h poultry and least for seed
sowing crops;

Companies earned higher premium even for a milk cattle when its valuation occurs around NPR 1
lakh. If they insure about 10 animals only, they receive quite a lot premium compared to crop whose
valuation lesser and very tedious.

Agents preferred doing livestock insurance not only for the commission i.e.10% of the premium
they would get but also for the chance of additional self-earning

Causes of indifferences in low crop policy was more attractive package at non-crop-based insurance
products;

Taking advantage of ignorance of farmers of poor idea of disease loss

(Ghimire et al (2020)

Seven year trend in crop polices, area and sum insured

160 mmNo of policies Area (ha) =—Sum insured 120000 "
©
3
140 =
100000 2
. =
® 120
© 80000 o
® 100 &
3 o
= o
= 80 60000 3
) £
S £
S 60 2 A
a.
= 44 40000
O =
S 40
= 20000
00
20 12 16
1 2o 3
g —=— - - 0
2070-71 71-72 72-73 73-74 74-75 75-76 76-77 77-78
Fiscal year

Steady growing loss claims too

FY Claim # Sum of crop loss

ELA



2070-71 [1 25000
71-72 9 1500000
72-73 4 198500
73-74 8 120000
74-75 7 900000
75-76 25 745500
76-77 32 10791122
77-78 10 924450

Continuity in loss face by year

District Chitwan  [Makwa npur |Dhading Kavre [Nuwakot [Grand Total
No loss claimed  [17.2 3.1 6.3 7.8 7.8 42.2

One time 28.1 1.6 1.6 1.6 4.7 37.5

two times 12.5 0.0 0.0 3.1 0.0 15.6

three times 4.7 0.0 0.0 0.0 0.0 4.7

Grand Total 62.5 4.7 7.8 125 125 100.0

Motivation factors of buying policy contract

1.6 1.6 6.3 1.6 32.8

-21.9
-28.1 3.1 6.3 1.6 3.1 42.2

3%




0.0 0.0 1.6 1.6 10.9

0.0 0.0 3.1 6.3 14.1

4.7 7.8 125 125 100
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Gap in estimated loss and indemnity provided

® Estimated crop loss W indemnity received W Gap in loss and indemnity

12000
10737.972

Thousands

10000 ‘ 1
8000

6000 4807.572

Value (NRs)

4000

2520

1820

2000 1500

200 110

o

Chitwan Makwanpur Dhading Kavre

1428
. l | J 231 131

Nuwakot

Delay months in payment by insurance

35

11 12
2 6
0 0
0 O
0 O
2 6
0 O

4 12

ibchathiedadioil I
l 3 4 5 6 7 8 9 10
-4 1 3 5 0 6 4 3
-1 0 0 O 0 0 0 0
-1 0 0 0 0 0 0 0
-1 0 0 1 0 1 0 0
-1 1 3 4 0 5 4 2
-0 0 0 o0 0 0 0 1
-8 2 6 10 0 12 8 6

0.1

0.1

0.3

2.8

0.1
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Difference in loss report and indemnity receive

The respondents faced losses 1-3 times in the insurance life;

All loss claim applications report, collected at district insurance office, sent to Kathmandu office;

The concerned staffs reassessed the report and finally came into
reimbursement;

Loss estimation was Rs 14.98 million for 64 respondents, among with highest for Chitwan district
(Rs 10.74 million);
reimbursement was estimated Rs 6.8 million, with the deficit of Rs 8.2 million.

The percentage of indemnity payment was reported 55%, 45%, 4.8%, 27.8%, 43.3%, 45.4% for
Chitwan, Makwanpur, Dhading, Kavre, and Nuwakot district, respectively.

Extremely small figure of imbursement had distracted farmers in purchasing future contract. May be
crop insurers claimed full loss but companies valuated it as partial or no loss method
Any forced factor in taking insurance?

i
Bank loan Coop/finance loan Programme
requirements and
- 6 94 1.6 0.0 10.9 62.5
- : 1.6 0.0 0.0 1.6 4.7
- : 0.0 0.0 0.0 0.0 7.8
- . 4.7 0.0 3.1 7.8 12,5
- : 3.1 0.0 0.0 31 125
- 18.8 1.6 31 234 100.0
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Loss facing moths

2072- | 2073- | 2074-

FY 73 74 75 |2075-76|2076-77| 2077-78 Total
Magh 1 1
Phagun 1 3 4
Chaitra 1 1 5 4 11
Baisak 4 18 2 24
Jestha 1 1 2 8 3 14
Asar 1 0 1

Shrawan 1 1
Total ina
year 1 2 1 8 e 12 56

Indemnity paid for loss factors

93]
9]

93]
o

§®]
A

2072-73

Loss factors of payments

2073-74 2074-75 2075-76 2076-77 2077-78

M Disease ™ Thunder /wind
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Perception of respondents in effectiveness of crop insurance before and with insurance

Increase investment confidence 82.81

.Covered loss 53 82.81 23.7
.Learnt scientific farming 25 39.06 7.8
.Paid crop premium regularly 30 46.88 47
IBuiId of coordination with crop

technician

35 54.69 15.9

and allied office

Receiving government & insurance
Iofflce support for premium subsidy - - .
.Transfer farming risk 12 18.75 7.2
.Increment in hire labor 55 85.94 46.9
.Cost increase in seed &technology 35 54.69 70.3
.Increase in capital cost 83 51.56 91.0
.Increase transaction cost 25 39.06 39.1
.Increase crop yield& income 18 28.13 7.3
.Stablish income by crop insurance 9 9.38 NA
.Average changes 342 5313 41.7
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Factors of not continuing crop insurance

Indicators of not continuing Makwanpur Dhading m Grand Total
0.0 3.1 4.7 4.7 0.0

Too expensive 12:5
No need, cause of discontinue 0.0 1.6 1.6 1.6 1.6 6.3

No cash to pay premium 0.0 1.6 1.6 3.1 0.0 6.3

No sufficient land for 1.6 1.6 1.6 1.6 0.0 6.3

insurance

Not satisfied the insurance 21.9 7.8 7.8 6.3 20.3 64.1
bought last year

Don’t understand product 0.0 1.6 3.1 3.1 0.0 7.8

Compulsory insurance 1.6 1.6 1.6 3.1 301 10.9
phasing-out

No trust of insurance 7.8 7.8 6.3 6.3 10.9 39.1

agency/staff
Unfeasible for uncovered past 7.8 3:1 4.7 7.8 0.0 234

Got problem in claiming 25.0 1.6 1.6 3.1 10.9 42.2
partial/ full loss
Far from insurance office 7.8 34l 4.7 =l 9.4 28.1

Coverage of very short 15.6 3.1 7.8 10.9 6.3 43.8

farming

7.4

341 39 4.6 52 242

SWOT analysis of crop insurance in the study area

Strengths

Insurance companies have office in the district and have staffs of management and administrative
background;

The office is established in the city area as close to Agriculture Knowledge Centre / Veterinary
Hospital and Livestock knowledge Centre;

Established venture among public-private-community- partnership;

Demand based insurance is running

Partial connection on crop insurance programme with the loan and subsidy provisioning
programme;

Smoothly run crop insurance effective in line-planted crops especially fruit trees and vegetables;
Few local government taking owned, provide 60:40 incentives to 100% provision of complement
insurance premium portion of the crop insurers.

Weakness

¥3



Except subsidy, low provisions to motivate small farmers into insurance programme;

Inadequate extension service for crop insurance/ low capable staffs in risk mapping;

Low acceptable loss estimation of technicians (not including management, tax and interest) in cost
estimation and

Below 50% of loss report indemnity payments;

Indifference of agriculture technicians to visit field and prepare loss report on time;

Unsimilar methods used in estimation of damage/losses;

Weakness in crop insurance programme

Crop insurers have to pay extra fees for loss report preparation;

Mid-career agents and staffs in district office;

Low applying product/value-based, and index-based insurance;

No adequate agriculture technicians; employed, Offices too far and insufficient fiend monitoring of
companies;

Not provision of district target for doing crop insurance;

Missing most important risk and uncertainty issue which are not covered in the policy.

Opportunities

International and neighboring countries practice;

Rising number of insurances companies (3 new since last year) and establishing offices in the
district;

Development of Agriculture only insurance company

80% subsidy in premium charge from Federal government;

Preparing provision of crop insurance in all government run programme;

Rising income of business of non-life insurance companies;

No of commercial banks are providing formal loan processes in coordination with insurance
companies.

Threats

Unnecessary competition among the companies in making policy contract in low risk (high
profitable) enterprises especially livestock;

Risk of companies not joining in crop insurance because of low profit in comparison to other non-
agri products;

Have moral hazard: Exploiting farmers because of low loss estimation;

Modality for Bagamati Province
Existing policies of crop insurance are centralized to federal government;
Are based on Crop and Livestock Insurance Directives, 2013 and 2021;

Provience has opportunity to improve weakness and threats parts in the provinces;
Insurance could be a part of extension program;
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Moaaury 1or pagamaltl rroviuce

Chief Minister Crop
Insurance

programme

Advertise /notice ; PE
ADD (insurar i d)

Season specific
insurance product * I
AKC / Local body

Re-insurance
companies

=
!

Product design, subsidy
and policy design

(Extension programme)

- - Local insurance Company
(Agents)

(Card
holder)

Group application,
group assurance)

Bank: Subsidiary loan

—_—

Local and provincial gov should be full responsible in crop insurance program

Modality of farm characterization

Small holders/sub- Insured sum <5,00,000 80% from Federal

or
commercial enterprises and 20% from providential
land < 1 ha land government
Medium land Insured sum: 5t0-15  75% from Federal

holders/commercial Lakh or land size 2-5

farming enterprises ha and 10% from providential

government

Large land holders Insured sum: >15 lakh 75% from federal
or land 5 ha to 10 ha

¥




/mega farming and 5% from providential
producers government

Modality ......
Advertise /notice Season specific insurance product :
Build and sell name of supremo to make popularity
programme: PRADHAN
Establish “Chief Minister Agri
Insurance Fund (CMAIF)” MANTRI
Name promotes both owes , owns and adaptations FAS AI. BIM A
Many examples of many programs in South Asia,

ﬁngigr(r:\apl)l\e of Indian Beema Plan YOJANA

Wayforwards

Role of MOALD is still crucial to execute provincial ministers, coordinate with donor agencies,
Parliamentary Committee of Natural Resources, and Line-ministries especially Ministry of Finance
(MoF);

build a policy guidelines by preparing crop insurance as mandatory to all regular farm development
or donor funded/PMAMP;

Implement group-based insurance approach would be less costly and have low transaction cost;
Preparing diverse insurance products not only for large land-based but also value-based insurance
program;

Graduation policy of insurance subsidy;

The ministry could suggest NIA for updating Crop and Livestock directives;

Way forwards for ADD/MoALD, Bagamati

Directives to prepare an insurance service to prepare it as easy

process of buying insurance, claim process easier and faster.

Provide directives to existing Agriculture Knowledge Centre to make a arrangement as crop
insurance as part of the extension program.

To encourage farmers, cooperatives and entrepreneurs, study

suggests making directives for rural/municipalities to pay 100% of farmer’s premium to encourage
small holders, poor, disadvantage families.

NIA focus weather index insurance;

Needs faster technology (smart phone and remote sensing) in Bagmati province to capture and
upload the data of crop cutting to reduce the delays in claim payments to the farmers.

Way forwards for ADD/MoALD, Bagamati

¥y,



Establish a “crop risk assessment and rapid surveillance think tank unit at ADD”

Prepare risk calendar, risk factors, link with climatic stations;

Prepare climate stations as much as in major growth centre (at least superzones and zones)
Risk analysis and broadcasting

Indemnity payments based on weather index method

Suggestions to Insurance companies

Recruit and mobilize staffs at least B.Sc. (Ag) background,;

Not to centralize insurance authorization and payments of indemnity;

Mobilize staffs rather than working through insurance agent ( follow best practice of Shikhar
Insurance);

Catch-up start-up agro-enterpreneurs at early as possible;

Update the cost of production

sNot exploit farmers by low and delay reimbursement;

Monitor the insured farm rather pay after loss.

Way forwards to the Nepal Insurance Authority

Prepare and execute policy for indigenous crop farming, floriculture and Nursery and Nursery
Management;

Provisions of demand based diversified insurance schemes;

Prioritize value-based insurance system;

Amend “Crop and Livestock Directives 2077”

Harmonize micro-insurance and crop insurance;

Update record keeping as per district and monitor the insurance companies:

Suggest insurance office to employ crop technicians
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