Microinsurance
Partnerships the road to sustainability
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e Insurance targeted at low-income clients.
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e One of many microfinancial services e.g.
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e microleasing, microsavings, remittances and microcredit.
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e History — Friendly Societies, Crop Insurance Schemes,
Mutuals / Co-Operatives / Community Based, various forms
of self insurance (esp. MFls)
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Problem of sustainability
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Skills — often run by staff without insurance skills
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Pricing
Reserving
+ Governance

« When it reached a large size — administration
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Difficulties in obtaining re-insurance.
o ESRERRTEFEER
Note: Other models can work but they need to address these issues
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» Difficulties lead the Microlnsurance Centre to develop a new approach —
partnerships with commercial insurers
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Partner-Agent Model: How does it work
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Read more on this
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Client : Small/micro family See Making Insurance Work for
business wishes to mange its Te’gmf;"gﬁ;g“?“’m";p?ng
/ risks through insurance and Delivering Microinsurancef:
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Agent: Insurer does
Microbanks/ pricing, reserving,
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What’s in it for the insurer?
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lellqicrninsu)rance can be profitable (relatively costly distribution handled by
the agent
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Commercial insurers wish to get their brand known in a new market.
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Develop customer loyalty — today's micro consumer is tomorrow’s high

remium policy buyer. N
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Self financing fulfilment of some corporate social responsibility
obligations.
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i{ﬂgve the reIatlonsh{ bet\/\g%l the insurer and the regulator.
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Read more on this at ESHRFEWH:
www.MicroinsurnaceCentre.org
See TATA-AIG Life Insurance Company, Ltd. - India / Good and Bad
Practices Case Study No. 14
BRIPETATA-AIG NI RA R AR 14
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“Emerging markets will be at the frontier of insurance in the 21st century. Non-life premiums collected in
emerging markets are expected to double from USD123b in 2003 to around USD250b by 2014, at constant
prices. Life premiums will increase even faster from USD188b to USDA450b over the same period.”
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What's in it for the agent? L dcen
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v New source of revenue (agent's commission).
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v Bolster customer loyalty by increasing product range.
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v The alternative of self-insuring is usually illegal or very difficult to legalise.
v
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Most crucially it allows the risk to be carried by the party most competent
to carry the risk... the commercial insurer.
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Read more on this at & £ { ELif /i)
www. MicroinsurnaceCentre.org
See CARD MBA, The Philippines: Good and Bad Practices Case Study No. 4 on
the dlfﬁcultles mat can arise when lhe MFI cames the risk
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What's in it for the client?
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v Another option for managing
their risk.

‘ oy Read more on this at % £{f {1/ 1]
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v Commercial insurers tend to be See CARD MBA, The Philippines: Good
legal, regulated institutions safer and Bad Practices Case Study No. 4 on the
than many well meaning but often difficulties that can arise when the MFI
organisationally fragile MFls, carries the risk
NGOs and Community Based AEHEFCARD MBA: A (fI ISR 91
Organisations. RN T BRI R T

e ~ B A 15

v ?E!kﬁ%ﬁ ﬁ]iiﬁ}i!l)b YR S
LA, X AR EAT XE
ﬁ%ﬁﬁﬂﬁ%ﬂﬁﬂ#} A J\«ﬁfgﬁ

i, FERESMARAR, 22
ED

v Bridge into formal financial
system
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Who else could be an agent?
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« Need not be an MFI - could be food stores, household goods/furniture stores, transport providers, trade.
unions, funeral parlours, cell phone shops, post offices/courier services, fuel stations, stores that
sell recharge vouchers for household utilities, agricultural input suppliers and estate agents that
sell low cost housing.
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«  Example of Sankat Haran Policy sold by Iffco Tokio
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See my chapter in a new microinsurance book
Making Insurance Work for the Poor: Current Practices and Lessons Learned details on
how to obtain a copy will be pasted at
www.MicrolnsuranceC
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Implications: there are significant opportuniti roll-out of across Asia
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What's in it for donors? L centre
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e (Financial Sector Develupment) Those interested in financial sector
development — like savings it's a crucial but forgotten part of the market.
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. (SME Promotlon) Rlsk management and the provision of tools for risk
management (like microinsurance) is crucial for the successful promotion
of micro and small enterprises.
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e (Agriculture) Weather i |nsurance has great potential to play a significant
role in reducing weather risks.
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(Health) Inability to pay for health care a crucial reason for lack of access.
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Moving Forward with Microinsurance
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There is significant potential to work with
Microinsurance Centre would be
delighted to work with you to see this

potential realised
SRR AT S, KREIRE T ZRRA

ErBFERK
/J\ﬁﬁﬁwﬁqﬂ'uE!Fmﬁfﬁ*Ej%ﬁA{’ﬁ, FEIR WAE 3517

For any further information please see
our website on
AR B RRAT
www.MicrolnsuranceCentre.Org
Thank You!
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