
I

PREMIUM COLLECTION AND INVESTMENT

PATTERN OF INSURANCE COMPANIES

IN NEPAL

Submitted by

BISHNU PRASAD SAPKOTA

Birendra Multiple Campus

T.U. Regd. No.: 7-2-508-48-2004

Exam Roll No.: 190047

Submitted to

Office of Dean

Faculty of Management

Tribhuvan University

In Partial Fulfillment of the Requirements for the Degree of

Master in Business Studies (M.B.S.)

Bharatpur, Chitwan

August, 2011



II

RECOMMENDATION

This is to certify that the thesis

Submitted by

Bishnu Prasad Sapkota

Entitled:

PREMIUM COLLECTION AND INVESTMENT

PATTERN OF INSURANCE COMPANIES

IN NEPAL

has been prepared as approved by this department in the prescribed format of the

faculty of Management. This thesis is forwarded for examination.

.............................. .............................. ..............................

Sudip Wagle Baikuntha Pd. Bhushal Dr. Ganesh Pd. Kharal

Thesis Supervisor Head of Research Department Campus Chief

Birendra Multiple Campus Birendra Multiple Campus Birendra Multiple Campus

Date:



III

VIVA-VOCE SHEET

We have conducted VIVA-VOCE Examination of the thesis presented

by

Bishnu Prasad Sapkota

Entitled

PREMIUM COLLECTION AND INVESTMENT

PATTERN OF INSURANCE COMPANIES

IN NEPAL

and found the thesis to be the original work of the student and written acording to the

prescribed format. We recommend the thesis to be accepted as partial fulfillment of

the requirement for

Master Degree of Business Studies (M.B.S.)

VIVA-VOCE COMMITTEE

Head, Research Department: ............................................

Thesis Supervisor: ............................................

External Supervisor: ............................................

Date:



IV

DECLARATION

I hereby declare that the work reported in this thesis entitled, PREMIUM

COLLECTION AND INVESTMENT PATTERN OF INSURANCE

COMPANIES IN NEPAL submitted to Birendra Multiple Campus, Tribhuvan

University is my original work done in the form of partial fulfillment of the

requirement for the Master's in Business Studies (M.B.S.) under the supervision and

guidance of Sudip Wagle, Lecturer of Birendra Multiple Campus .

August, 2011

………........……………

Bishnu Prasad Sapkota

Department of Management

Birendra Multiple Campus

T.U. Regd. No. 7-2-508-48-2004



V

ACKNOWLEDGEMENT

This thesis has been prepared as partial requirement for the Degree of Masters in

Business Studies. It would have been almost impossible to complete it without

cooperation and help of the people from different sectors.

I would like to express my sincere thanks and deep respect to honorable lecturer

Sudip Wagle of Birendra Multiple College, Bharatpur; Chitwan for his valuable

suggestions and guidance. It was impossible to complete this study without his

inspiration and guidance.

All the general managers and staff of selected companies and different banks,

principals and staff of schools and colleges are acknowledged for providing me proper

primary data and information. Especially, I am thankful to the managers of NIC1,

AIC, SIC, UIC and NIC for their precious cooperation.

Similarly, I would like to thank my friend Mr. Kedar poudel and Raju subedi, for

giving me their valuable time to finalize this dissertation.

I would also like to express my hearty thanks to my family members whose regular

inspiration and continuous contribution made me complete this dissertation.

Lastly, I would like to say that this research paper is my original work. I do not want

to declare that this study is perfectly satisfactory and complete. There may be

limitations and shortcomings because of limited time and resources. I hereby want to

take the responsibility of all those.

Bishnu Prasad Sapkota

Bharapur, Chitwan

Date: August, 2011.



VI

LIST OF CONTENTS

RECOMMENDATION I

VIVA-VOCE SHEET II

DECLARATION III

ACKNOWLEDGEMENT IV

LIST OF CONTENTS V

LIST OF TABLES IX

LIST OF FIGURES X

LIST OF APPENDIXES XI

ABBREVIATIONS XII

Chapter 1: INTRODUCTION 1-7

1.1 Background of the study 1

1.1.1 Company Profile 2

1.1.1.1 Introduction to Nepal Insurance Co. Ltd 2

1.1.1.2 Introduction to United Insurance Co. Ltd 3

1.1.1.3 Introduction to Neco Insurance Co. Ltd 3

1.1.1.4 Introduction to Sagarmatha Insurance Co. Ltd 3

1.1.1.5 Introduction to Alliance Insurance Co. Ltd 3

1.2 Statement of the Problem 4

1.3 Objectives of the Study 5

1.4 Significance of the Study 5

1.5 Limitations of the Study 6

1.6 Organization of the Study 7

Chapter 2: REVIEW OF LITERATURE 8-33

2.1 Introduction 8

2.2 Conceptual Framework 8

2.2.1 Meaning of Insurance 8

2.2.1.1 Co-operative Concept or Functional definition 9

2.2.1.2 Legal Concept or Contractual definition 10

2.2.2 Risk and Insurance 10



VII

2.2.3 Types of Insurance 13

2.2.3.1 Business point of view 13

2.2.3.2 Risk point of view 14

2.2.4 Functions of Insurance 15

2.2.4.1 Primary Function 16

2.2.4.2 Secondary Function 17

2.2.5 Premium 18

2.2.6 Investment 19

2.2.7 Types of Non-Life Insurance Policies 20

2.2.7.1 Marine Insurance Policy 20

2.2.7.2 Fire Insurance Policy 21

2.2.7.3 Aviation Insurance Policy 21

2.2.7.4 Automobile Insurance Policy 22

2.2.7.5 Burglary Insurance Policy 22

2.2.7.6 Money in Transit Insurance Policy 22

2.2.7.7 Personal Accident Insurance Policy 23

2.2.7.8 Household Policy 23

2.2.7.9 Medical Aid Scheme Insurance 23

2.2.7.10 Fidelity Guarantee Insurance 23

2.2.7.11 Workmen’s Compensation and Employers Liability 24

2.3 Review of Different Thesis 24

2.4 Review of Related Journals and Other Publications 28

2.5 Research Gaps 33

Chapter 3: RESEARCH METHODOLOGY 34-44

3.1 Introduction 34

3.2 Research Design 34

3.3 Population and Sampling 35

3.4 Data Period Covered 35

3.5 Methods and Sources of Data Collection 35

3.5.1 Primary Data and Its Source 35

3.5.2 Secondary Data and Its Source 36

3.6 Tools and Techniques Used 36

3.6.1 Financial Analysis Tools 36



VIII

3.6.2 Statistical Analysis Tools 38

Chapter 4: PRESENTATION AND ANALYSIS OF DATA 45-94

4.1 Introduction 45

4.1.1 Analysis of Premium Collection and Composition through Financial

Tools 45

4.1.1.1 Return on Premium 46

4.1.1.2 Claim Paid to Premium Collection Ratio 48

4.1.1.3 Premium Collection on Marine Insurance to Total Premium

collection 49

4.1.1.4 Premium Collection on Fire Insurance Policy to Total Premium

Collection 51

4.1.1.5 Premium Collection on Motor Insurance to Total Premium

Collection 52

4.1.1.6 Premium Collection on Engineering Insurance to Total

Premium Collection 54

4.1.1.7 Premium Collection on Miscellaneous Insurance Policy to

Total Premium 55

4.1.2 Analysis of Investment Pattern and Composition through Financial Tools 57

4.1.2.1 Return on Investment 57

4.1.2.2 Investment to Total Premium Collection 59

4.1.2.3 Investment on Government Saving Bond to Total Inv. 61

4.1.2.4 Investment on Bank Fixed Deposits to Total Investment 62

4.1.2.5 Investment on Share to Total Investment 64

4.1.3 Statistical Analysis 65

4.1.3.1 Correlation Analysis 66

4.1.3.2 Test of Hypothesis 71

4.1.3.3 Test Of Regression Coefficient of Multiple Regression Model 75

4.2 Presentation, Analysis, and Interpretation of Primary Data 79

4.2.1 Evaluation of the Insurer’s Views, Regarding the Premium Collection

Aspect 80

4.2.2 Evaluation of the Insurer’s Views Regarding the Investment Pattern Aspect85

4.3 Major Findings 91



IX

Chapter 5: SUMMARY, RECOMMENDATION, AND CONCLUSION 95-100

5.1 Summary 95

5.2 Conclusion 96

5.3 Recommendation 97

BIBLIOGRAPHY

APPENDICES



X

LIST OF TABLES

Table No. Title Page No.

4.1 Return on Premium 47

4.2 Claim Paid to Premium Collection 48

4.3 Premium Collection on Marine Insurance to Total Premium Collection 50

4.4 PCFI to Total Premium Collection 51

4.5 Premium of Motor Insurance to Total Premium 53

4.6 Engineering Insurance Premium to Total Premium 54

4.7 PCMI to Total Premium 56

4.8 Return on Investment 58

4.9 Investment to Total Premium 59

4.10 Government Saving Bond to Total Investment 61

4.11 Fixed Deposits to Total Investment 63

4.12 Investment on Share to Total Investment 64

4.13 Correlation between Premium & Investment of Sampled Insurance
Company

66

4.14 Correlation Coefficient between Premium Collection and Claim Paid of
Sampled Insurer

68

4.15 Correlation Coefficient between Investment and Net Profit Earned of
Sampled Insurer

70

4.16 One-way ANOVA Table for Premium Collection 72

4.17 One-way ANOVA Table for Investment Amount 73

4.18 One-way ANOVA Table for Claim Paid 74

4.19 One-way ANOVA Table for Net Income 75

4.20 One-way ANOVA Table (Test of Regression Coefficient of NICL1) 76

4.21 One-way ANOVA Table (Test of Regression Coefficient of UICL) 77

4.22 One-way ANOVA Table (Test of Regression Coefficient of NICL) 77

4.23 One-way ANOVA Table (Test of Regression Coefficient of SICL) 78

4.24 One-way ANOVA Table (Test of Regression Coefficient of AICL) 79



XI

LIST OF FIGURES

Fig. No. Title Page No.

2.1 Main Types on Insurance Premium 19

4.1 Return on Premium 47

4.2 Claim Paid to Premium Collection 49

4.3 Premium Collection on Marine Insurance to Total Premium Collection 50

4.4 PCFI to Total Premium Collection 52

4.5 Premium of Motor Insurance to Total Premium 53

4.6 Engineering Insurance Premium to Total Premium 55

4.7 PCMI to Total Premium 56

4.8 Return on Investment 58

4.9 Investment to Total Premium 60

4.10 Government Saving Bond to Total Investment 62

4.11 Fixed Deposit to Total Investment 63

4.12 Investment on Share to Total Investment 65

4.13 Condition of the Premium Collection 81

4.14 Rate of Premium under Insurance Policy 82

4.15 Premium Collection System 83

4.16 Collection from Premium 84

4.17 Collection of Target Premium 85

4.18 Importance of Investment Policy 86

4.19 Maintain the Desired Investment Policy 87

4.20 Suitable Sectors to Invest 88

4.21 Current Investment System 89

4.22 Preference of the Investment Policy 90

4.23 Get Desired Return 91



XII

LIST OF APPENDIXES

APPENDIX-I List of Existing Life and Non-life Insurance Companies of Nepal

APPENDIX-II The Schedule of Questionnaire

APPENDIX-III F-Test Calculation Procedure

APPENDIX-IV Test of Regression Coefficient of Multiple Regressions Model

APPENDIX-V Return on Premium

APPENDIX-VI Claim Paid to Premium Ratio

APPENDIX-VII Premium Collection of Different Insurers

APPENDIX-VIII Return on Investment

APPENDIX-IX Premium and Investment of Sampled Insurers

APPENDIX-X Investment Portfolio of Different Insurance Companies

APPENDIX-XI Correlation Coefficient Analysis



XIII

ABBREVIATIONS

AICL = Alliance Insurance Company Limited

B.F.D = Bank Fixed Deposits

B.S. = Bikram Sambat

C.V. = Co-efficient of Variation

Co. = Company

d.f. = Degree of Freedom

F.Y. = Fiscal Year

Ltd. = Limited

Misc. = Miscellaneous

NICL = Neco Insurance Company Limited

NICL1 = Nepal Insurance Company Limited

NRB = Nepal Rastra Bank

PCAI = Premium Collection on Aviation Insurance

PCFI = Premium Collection on Fire Insurance

PCMI = Premium Collection on Miscellaneous Insurance

PCMI1 = Premium Collection on Motor Insurance

R.B.S. = Rastriya Beema Sansthan

S.D. = Standard Deviation

SICL = Sagarmatha Insurance Company Limited

SPF = Staff Provident Fund

UICL = United Insurance Company Limited


