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Insecticide-treated nets
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Introduction

Low-income households are vulnerable to risks and economic shocks. One
way for the poor to protect themselves is through insurance. By helping lowincome households manage risk, microinsurance can assist them to maintain
a sense of financial confidence even in the face of significant vulnerability. If
governments, donors, development agencies and others are serious about
combating poverty, insurance has to be one of the weapons in their arsenal.
Among low-income populations, risk pooling and informal insurance are
not entirely new. Informal risk-sharing schemes have been around for generations, even in some of the most inaccessible places. However, these schemes
are usually limited in their outreach and the benefits typically cover only a
small portion of the loss. A key aspect of the interest in microinsurance is to
explore ways of significantly increasing the number of poor households that
have access to insurance while enhancing the benefits.

1

In search of good and bad practices
To learn how to extend insurance to low-income households, the CGAP
Working Group on Microinsurance launched a research project in 2003 to
document the experiences of microinsurance operations around the world
and identify good and bad practices.1 This project conducted a series of case
studies of insurance companies, microfinance institutions (MFIs) and community-based insurance schemes from around the world to learn about the
provision of life and health insurance to the poor. While other types of insurance are also relevant for the low-income market, including property and
agriculture insurance, this initiative focused on the two risks – death and illness – that are most frequently identified in demand research.

1

SIDA, DFID, GTZ and the ILO provided support for this project.
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The research focused on organizations that had at least three years of
experience and covered at least 3,000 lives in order to assess their results
rather than their plans. The project primarily looked at experiences in Africa,
Asia and Latin America, and sought microinsurers that employed a variety of
different models and delivery structures, such as:
– Partnerships between insurers and distribution agents such as cooperatives
and MFIs2
– Regulated insurance companies that serve the low-income market directly
– Healthcare providers offering a financing package and absorbing the insurance risk
– Community-based programmes that pool funds, carry risk and manage a
relationship with a healthcare provider
– Government-sponsored or -subsidized insurance schemes
– Self-insuring MFIs that assume the risk of offering insurance to their clients
The potential sample of microinsurance schemes that met these criteria is
not extensive. Many microinsurance schemes are new or the products were
only recently introduced. Most microinsurers have focused on the simplest
insurance products to manage, especially credit life. After that, the volume of
available microinsurance reduces as product management complexity
increases. To some extent, the products most in demand in this under-served
market, such as health insurance, are precisely those that are the least available.
Nevertheless, a number of appropriate organizations were identified and
contacted, and they agreed to go under the microscope of (largely) external
analysts. Most case studies were conducted by two-person teams that consisted of an insurance expert and a development professional who together
could consider both the technical and the social aspects of extending insurance to the poor. The teams all used the same research frameworks and
analysed their findings using a common case study outline to facilitate an
analysis of lessons across the microinsurance schemes.3
2

3

Throughout this book, the term microfinance institution is used to refer to any formal or semi-formal
organization that has savings and/or credit transactions with low-income households, which includes
microcredit NGOs, credit unions or savings and credit cooperatives (SACCOs), regulated microfinance
banks and others. According to the Microcredit Summit (www.microcreditsummit.org), at the end of
2004, there were more than 3,000 MFIs around the world providing credit and other services to 92 million low-income people, of whom 66 million were among the poorest when they took their first loan.
There are a few exceptional case studies, structured differently in order to consider different perspectives on microinsurance. For example, ICMIF (2005), Lessons learnt the hard way, analyses nine
insurance companies, current or former members of the International Cooperative and Mutual
Insurance Federation, which all experienced difficulties in one way or another; their experiences are
documented anonymously. Similarly, Leftley (2005) looks at microinsurance experiences from the
perspective of a technical assistance provider, Opportunity International, which has supported
numerous MFIs to negotiate partnerships with insurance companies.
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In all, twenty-five case studies were conducted, analysing the experiences
of more than 40 organizations that are involved in microinsurance either as a
risk carrier, distribution channel or both, as summarized in Table 1. Examples from the case studies are sprinkled liberally throughout this book to
illustrate lessons and recommendations. Instead of repeating the bibliographic references from these case studies, readers are instructed to take note that
whenever there is an uncited reference to these microinsurance providers, the
experience is drawn from the associated case study. Appendix I specifies
which schemes are covered in which case studies.4
This book synthesizes lessons drawn from these experiences. These lessons were analysed by 38 authors with a range of backgrounds (see Appendix
II for the authors’ biographies) – including academics and actuaries, insurance and development professionals – most of whom participate in the
CGAP Working Group on Microinsurance. The conclusions they reach and
recommendations they make reflect their personal opinions and are not general recommendations from the Working Group as a whole.
Some of the findings remain inconclusive. Observant readers are likely to
notice differences of opinion on a range of issues, including the usefulness of
credit life insurance, the role of reinsurance, the appropriateness of endowment polices, the benefits of composite products, the enthusiasm of commercial insurers for the low-income market, the promotion of informal or unregulated insurance schemes, exclusions for pre-existing conditions, and many
more.
By and large, however, despite the fact that this book covers different
insurance products delivered by a variety of institutional arrangements
across four continents, a clear picture of microinsurance is beginning to
emerge, particularly regarding the challenges of insuring the poor as well as
many of the solutions. The findings reveal that microinsurance is indeed
viable, and even profitable under certain circumstances, but a number of difficulties must be overcome for it to succeed.

2

Target audience
The primary audience for this book are insurance professionals and practitioners working in the field who are currently offering insurance to lowincome persons or thinking about doing so. This book was written in hopes
that they would be able to learn from the experiences of those who came
before, both those who have succeeded and those who have failed.
4

The case studies are available on:
www.microfinancegateway.org/section/resourcecenters/microinsurance
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This book is also intended for persons who assist practitioners, such as
technical assistance providers and donors. By having a better understanding
of the challenges and potential solutions associated with the provision of
insurance to the poor, it is hoped that these individuals and organizations can
use their financial and human resources more effectively to expand access to
insurance.
Policymakers and regulators represent a third category of readers. As a
new field of activity, microinsurance often operates in an environment that
was not designed for it, and which can even be characterized as hostile. By
acquiring an appreciation for the key differences between insurance and
microinsurance, and recognizing where microinsurance potentially fits into a
broader social protection framework, regulators and policymakers can begin
to craft an enabling environment to nurture and support the growth and
development of microinsurance and to promote more inclusive insurance
markets.

3

Structure of the book
This book is organized into six parts. The first part, Principles and Practices,
defines microinsurance, provides insights into the risk-management needs of
low-income households and explains the critical social protection function of
microinsurance.
Part 2 summarizes lessons about specific types of products, namely health
insurance, long-term life insurance and short-term insurance linked to savings and credit products. This part also explores the adaptation of insurance
products to address the characteristics of women and children.
The third part of the book explores microinsurance operations in detail. It
includes chapters on product design, marketing, premium collection, claims,
pricing, financial and risk management, governance, organizational development and loss control. It concludes with a chapter on benchmarking that
examines performance ratios of the microinsurance schemes.
Microinsurance can be delivered through a variety of institutional
arrangements. Part 4 examines these arrangements to analyse the conditions
in which one might be preferable to the others. These chapters consider the
partner-agent model, the community-based approach, insurance companies
owned by networks of savings and credit cooperatives, retailers as distribution channels, and microfinance institutions. One chapter analyses the
advantages, disadvantages and conflicts of interests of various organizational
arrangements for delivering health insurance.
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Part 5 assesses the roles of key stakeholders, including donors, regulators,
governments, insurers and reinsurers, and technical assistance providers. The
book concludes with Part 6, which summarizes the strategies needed to
achieve the right balance between coverage, costs and price, and provides an
outlook on future developments in microinsurance.

6
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Microinsurance providers and products
Institution –
Start of microinsurance

Country

Persons covered*
(year of data)

Activists for Social Alternatives (ASA)
– 1993

India

55,000 (2004)

All Lanka Mutual Assurance Organization (ALMAO) – 1991

Sri Lanka

50,000 (2004)

American International Group Uganda
(AIG Uganda) – 1997

Uganda, Tanzania
U.R., Malawi

1.6 million (2003)

Association d’Entraide des Femmes
(AssEF) – 2003

Benin

2,300 (2004)

Bienestar Magisterial (BM) – 1969

El Salvador

75,000 (2003)

BRAC Micro Health Insurance for
Poor Rural Women in Bangladesh
(MHIB) – 2001

Bangladesh

12,000 families (2004)

CARD Mutual Benefit Association
(CARD MBA) – 1994

Philippines

580,000 (2003)

Christian Enterprise Trust Zambia
(CETZAM) – 2000

Zambia

5,000 (2004)

Columna – 1993

Guatemala

54,000 (2004)

La Coordination Régional de Mutuelles
de Santé de Thiès (CRMST) – 1989
(first MHO)

Senegal

75,000 (2005)

Delta Life – 1988

Bangladesh

859,000 (2002)

La Equidad Seguros – 1970

Colombia

30,000 (2004)

FINCA Uganda – 1997

Uganda

37,000 (2003)

Grameen Kalyan – 1996

Bangladesh

58,000 families (2004)

International Cooperative and Mutual
Insurance Federation (ICMIF)

Global

Not applicable

Karuna Trust – 2002

India

61,000 (2004)

Madison Insurance – 2000

Zambia

30,000 (2003)

MAFUCECTO – 2004

Togo

556 (2004)

* It would not be appropriate to add up these numbers to estimate the total number of persons covered by microinsurance since this is just a sample of the schemes in operation, and because it would
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Main microinsurance
product

Institutional type/
Delivery model

Term life (linked to credit)

MFI that switched several times between partner-agent and
self-insurance

Endowment and funeral

Private-sector insurance company created by a network of
credit and savings associations; an informal scheme that was
licensed in 2002

Accidental death and disability
(AD&D) integrated with credit life

Private-sector insurance company providing a microinsurance product through partnerships with 26 MFIs

Health

MFI offering microinsurance in-house

Health

Employment-related scheme for a teacher’s union

Health

An unregulated insurance scheme linked to an NGO
healthcare provider with a network of clinics and an
associated microfinance NGO

Life, integrated credit life and
disability

Mutual insurance company associated with an MFI

Credit life, funeral, property

An OI-affiliated MFI that has worked with two private
insurance companies to provide products

Life/disability insurance

Insurance company owned by the credit unions

Health

An apex body of mutual health organizations (MHOs)

Endowment

Private-for-profit insurance company serving the lowincome market directly

Life and disability

Mutual insurer owned by credit unions (but also uses
partner-agent model with an MFI)

AD&D with credit life

MFI partnering with AIG Uganda

Health

Insurance provided by healthcare provider

Not applicable

A global network of cooperative and mutual insurance
companies; the experiences of nine anonymous ICMIF
members are described in one case study, ICMIF (2005),
Lessons learnt the hard way

Per diem income during hospitaliza- NGO in partnership with state insurance company (NIC),
tion
follows partner-agent model
Credit life and funeral

Private insurance company partnering with 4 MFIs

Credit life

An insurance department of a credit union association

result in some double counting. For example, the numbers for TSKI and CETZAM are also included in the OI
figures; similarly, the FINCA Uganda numbers are included in AIG Uganda.
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Institution –
Start of microinsurance

Country

Persons covered
(year of data)

Malawi Union of Savings and Credit
Cooperatives (MUSCCO) – 1980

Malawi

56,000 (2003)

Opportunity International (OI) – 2002

Global

2.7 million (2005)

Pulse Holdings Ltd. – 2001

Zambia

2,200 (2003)

Seguro Basico de Salud (SBS) – 19992003

Bolivia

Not available

Seguro Integral (SI) – 2002

Paraguay

15,600 (2002)

Seguro Materno-Infantil (SMI) – 19982001

Peru

350,000 (2001)

Shepherd – 1999

India

15,000 (2004)

ServiPerú – 1996

Peru

94,000 (2003)

Society for Social Services (SSS) – 1996

Bangladesh

27,000 families (2004)

Spandana – 1998

India

390,000 (2004)

Tao Yeu May’s Mutual Assistance Fund
(TYM) – 1996

Viet Nam

68,000 (2004)

Tata-AIG – 2001

India

13,000 (2005)

Taytay Sa Kauswagan (TSKI) – 2002

Philippines

330,000 (2004)

TUW SKOK – 1998

Poland

93,000 (2003)

L’Union des Mutuelles de Santé de
Guinée Forestière (UMSGF) – 1999

Guinea

14,000 (2005)

L’Union Technique de la Mutualité
Malienne (UTM) – 1998

Mali

40,000 (2005)

VimoSEWA – 1992

India

120,000 (2005)

Yasiru Mutual Provident Fund – 2000

Sri Lanka

24,000 (2004)

Yeshasvini Trust – 2002

India

1.45 million (2005)

Introduction

9

Main microinsurance
product

Institutional type/
Delivery model

Credit life and life savings

Credit union association operating insurance scheme for borrowers, risks managed in-house

Various savings and loan-linked
covers

Provides technical assistance to an affiliate network of MFIs
around the world which all use the partner-agent model; the
case study considers the experiences of five MFIs.

Credit life

MFI partnering with a private-sector company, Madison
Insurance (partner-agent model)

Health

Public insurance scheme linked primarily to public healthcare providers

Health

Public insurance scheme linked primarily to public healthcare providers

Health

Public insurance scheme linked to public healthcare
providers

Life, livestock, health

MFI partnering with state insurance companies (LIC and
UIIC)

Integrated health and funeral

Insurance brokerage partnering with a private insurance
company

Health

Healthcare provider and MFI providing insurance in-house

Credit life, spousal death and
limited asset loss

MFI offering insurance in-house (self-insurance)

Credit life with hospitalization
benefit

MFI offering insurance in-house (self-insurance)

Life insurance, endowment

Private-sector insurance company using partner-agent and
micro-agent models

Credit life, life

An OI-affiliated MFI in partnership with Cocolife, a private
insurance company

Property, savings completion and
AD&D

Mutual insurance company owned by credit union network

Health

Apex body of MHOs

Health

Apex body of MHOs

Integrated life, health and asset

A department of a trade union that has switched between the
partner-agent and self-insurance models

Integrated accident, disability, life
and health

Unlicensed scheme offering insurance in partnership with
NGOs and a network of CBOs

Health

Unlicensed scheme collaborating with state government and
cooperatives, benefits only available though a network of
healthcare providers

