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Who has a life insurance policy?Who has a life insurance policy?

Who has property insurance?Who has property insurance?

Who has health insurance or access Who has health insurance or access 

to publicly funded quality health to publicly funded quality health 

services?services?
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““LIFE FOR THE POOR IS ONE LONG RISKLIFE FOR THE POOR IS ONE LONG RISK””

A CARD Bank clientA CARD Bank client
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Increasing incomeIncreasing income

Building assetsBuilding assets

Managing risks Managing risks 
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Destitute

Loan Cycles

Wealthy

Non-poor

Moderate poor

Poverty Line

IMPACT OF SHOCKS ON FAMILY INCOMEIMPACT OF SHOCKS ON FAMILY INCOME

Source:  M.J..McCord.  The Microinsurance Center

Extreme poor

Vulnerable non-poor

Effect of new risk management options
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What shocks or economic stresses do What shocks or economic stresses do 
poor people face and what is their poor people face and what is their 
impact?impact?
How do they currently cope?How do they currently cope?
What are the opportunities and What are the opportunities and 
challenges for delivering insurance challenges for delivering insurance 
for the poor?for the poor?
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Stress events:  expected short term Stress events:  expected short term 
expenses that cannot be covered by expenses that cannot be covered by 
regular cash flowregular cash flow
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Most stressful:Most stressful:
•• Death of an income Death of an income 

earnerearner
•• IllnessIllness
•• Property loss Property loss 
•• School feesSchool fees

Other:Other:
•• Crop lossCrop loss
•• Animal lossAnimal loss
•• Enterprise riskEnterprise risk
•• Risk of a Risk of a 

microfinance loanmicrofinance loan
•• Loss from economic Loss from economic 

downturndownturn
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SELF INSURANCE
(retain risk)

Financial Services
Current income 
Borrow from family/friends/Money 
lenders
Sell or pledge assets
Precautionary measures

INFORMAL GROUP-
BASED MECHANISMS

(share risk)
Welfare associations 
Burial societies 
Church group loans
Fund raisers
Hiring of guards

SOCIAL PROTECTION
(transfer risk)

Public health services
Disability compensation
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FORMAL INSURANCE
(transfer risk)
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Health insuranceHealth insurancePartnerships Partnerships 
between insurers between insurers 
and MFIsand MFIs

FORMAL FORMAL 
INSURANCEINSURANCE

Social Social 
ProtectionProtection

INFORMAL INFORMAL 
GROUPGROUP-- BASED BASED 
MECHANISMSMECHANISMS

SELF SELF 
INSURANCEINSURANCE

RisksRisks
Coping Coping 
StrategiesStrategies

Disability Disability 
CompensationCompensation

WELFARE WELFARE 
ASSOCIATIONSASSOCIATIONS

FINANCIAL FINANCIAL 
SERVICESSERVICES
Money lenderMoney lender

DEATH INCL. DEATH INCL. 
FUNERALSFUNERALS

Health servicesHealth services

WELFARE WELFARE 
ASSOCIATIONSASSOCIATIONS
Borrow from Borrow from 
church groupschurch groups
Fund raisersFund raisers

FINANCIAL FINANCIAL 
SERVICESSERVICES
Current income Current income 
Family/friendsFamily/friends
Sell/pledge assetsSell/pledge assets
Money lenderMoney lender

HEALTHHEALTH

WELFARE WELFARE 
ASSOCIATIONSASSOCIATIONS

Hiring of guardsHiring of guards

FINANCIAL FINANCIAL 
SERVICESSERVICES
Current incomeCurrent income
Sell assetsSell assets
Precautionary Precautionary 
measuresmeasures

PROPERTYPROPERTY
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Where are the Where are the 
gaps?gaps?

•• CreditCredit

•• SavingsSavings
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PRODUCT ATTRIBUTESPRODUCT ATTRIBUTES

CoverageCoverage

AccessibilityAccessibility

TimelinessTimeliness

AffordabilityAffordability
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Product design reflects client preferences and Product design reflects client preferences and 
heterogeneityheterogeneity

Premium payments reflect customerPremium payments reflect customer’’s cash flows cash flow
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By income level By income level 

By genderBy gender

By locationBy location
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Change Change 
perceptions and perceptions and 
financial behavior:financial behavior:
•• KnowledgeKnowledge
•• Skills Skills 
•• AttitudesAttitudes
Insurance products Insurance products 
must use local must use local 
concepts  and  concepts  and  
languagelanguage
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Create new risk management products Create new risk management products 
and institutional delivery mechanisms and institutional delivery mechanisms 
that work for the lowthat work for the low--income marketincome market
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Microinsurance is Microinsurance is 
likely to likely to 
complement complement 
existing (formal existing (formal 
and informal) risk and informal) risk 
management management 
mechanisms, not mechanisms, not 
displace them.displace them.
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Few poor people will be able Few poor people will be able 
to afford more than one to afford more than one 

insurance productinsurance product

ButBut………….this is an enormous .this is an enormous 
market!market!
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For More Information:For More Information:

MicrofinanceMicrofinance
OpportunitiesOpportunities

““Putting Clients FirstPutting Clients First””

www.microfinanceopportunities.orgwww.microfinanceopportunities.org

Monique Cohen:  MoniqueC@mfopps.orgMonique Cohen:  MoniqueC@mfopps.org


