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INTRODUCING MICROINSURANCE

A public private partnership using a market-based mechanism to reduce poverty

What happens when a poor family’s breadwinner dies, when a child in a disadvantaged
household is hospitalized, or the home of a vulnerable family is destroyed by fire or natural
disaster? Every serious illness, every accident and every natura disaster threatens the very
existence of poor people and usually leads to deeper poverty. That’s where “microinsurance”
comesin.

Microinsurance is specifically designed for the protection of low -income people, with
affordable insurance products to help them cope with and recover from common risks. It is a
market-based mechanism that promises to support sustainable livelihoods by empowering people
to adapt and withstand stress. Two-thirds of human beings suffering in the most extreme poverty
arewomen. Often living within $1 per day, they are th e most vulnerable.

But will microinsurance actually help those living in poverty by contributing to sustainable
livelihoods? We believe it can, and we decided to test the hypothesis in the real world. UNDP
approached Allianz AG about working together on a market potential study to anayze the
demand, acceptability and affordability of microinsurance products. They immediately saw the
value of working in this under-explored area. This public private partnership acquired greater
strength when GTZ, with considerable experience in the area of socia protection and
microinsurance, joined the aliance. The partners agreed to analyze demand for microinsurance
products in India, Indonesia and Lao People’s Democratic Republic (PDR) and jointly selected a
team of consultants to prepare country studies.

The studies clearly indicate that access to microinsurance by the poor and disadvantaged
population can contribute significantly to the achievement of the Millennium Development
Goals, particularly the goas of eradicating extreme poverty and hunger (MDG 1), promoting
gender equality and empowering women (MDG 3) and developing a globa partnership for
development (MDG 8).

Three country studies
The country studies examine and apprai se the most urgent social security risks and needs of poor
populatlon groups. They highlight the following aspects of microinsurance supply and demand:
Existing activities to meet the needs for social safety net mechanisms, including informal
strategies,
Therole of government policies,
Capacity development requirements at various levels,
The need for advocacy and education to help poor populations as well as potentia
providers to understand the role of microinsurance;
The need for ongoing efforts to analyze potential customer profiles, reflect on their ability
to pay, and suggest possible products to suit the target groups,
Possibilities for countries to learn from each other’s experiences.
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In India, the study finds that this country currently has the most dynamic microinsurance
sector in the world. Liberalization of the economy and the insurance sector has created new
opportunities for insurance to reach the vast majority of the poor, including those working in the
informal sector. Even so, market penetration is largely driven by suppl y, not demand.
Microinsurance in India has valuable lessons for rest of the world, particularly in the regulation
of the industry. Certain aspects, such as the quota system need further and closer analysis. The
guota system, for example, may be viewed in terms of its costs and benefits: is it an onerous
obligation for insurers that creates a barrier to innovation and demand -based products? Or, is it
an avenue that may lead to the creation of a microinsurance market that meets the needs of the
poor and disadvantaged?

In Indonesia, demand is strong for insurance to cover the risks that people are least prepared
for and have insufficient means to manage. Such risks include serious ilIness, poor harvest, death
in the family and social obligations. Education of children is a priority, and the potentia
microinsurance policy holders would like to ensure that an unforeseen shock or stress does not
deprive their children. The number of insurers in Indonesia is significant, yet few have e xplored
the low-income market. Consequently thereis acritical need for capacity development, primarily
in the areas of agent training and market education. This could expand opportunities and lead to
market-based tools to assist the poor in securing their lives.

In Lao PDR, the country study finds that the social security system is nascent (and practically
absent for the informa economy) and microfinance institutions are conspicuously inadequate.
The analysis confirms a commitment by the Government in severa relevant areas. suppo rt for
reforms, support for pensions and a socia security fund for public employees, support for
compulsory socia protection for the private sector, and support for a community -based health
scheme for people working in the informal sector. The study conc ludes that the potential for
commercial microinsurance is in the future at least a few years away. Meanwhile, for
microinsurance to become viable, the Government will need to strengthen the financia
infrastructure, develop capacity for potential insurance providers and build knowledge of
mi croinsurance mechanism and products among potential policy holders.

Microinsurance is alow-price, high-volume business and its success and market sustainability
is dependent on keeping the transaction costs down. Hardl y any satisfactory state-run programme
of insurance benefits is now available for poor population groups, people working in the
informal sector and other disadvantaged individuals—and private-sector programmes are even
rarer. A number of constraints make microinsurance look unattractive, including a lack of
political will, scarcity of public funds and absence of a viable business model. The costs of
marketing and processing appear to be too high and, in view of the extremely low purchasing
power of the consumer base, it cannot be easily apportioned to the target group. Such constraints
make microinsurance unattractive at the cursory level. Market analysis suggests that progress can
be made particularly when public and private sector work together in generati ng demand-based
and innovative products.

Future steps
Where do we go from here? Building on the recommendations of the studies, pilot activities in
Indiaand in Indonesia are being implemented by Allianz AG supported by GTZ on behalf of the
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German Federal Ministry for Economic Cooperation and Development (BMZ). While it would

be critical to address the need to build capacity in nongovernmental organizations (NGOs), trade

unions and microfinance institutions, the outcome of pilot activities will point to s pecific issues
to be addressed. Local structures of civil society can help their members gain access to

microinsurance and reduce the transaction costs of processing. Market education and skills

training are needed on at least two fronts: improving the eff iciency of partner-agent distribution
methods, and sensitizing potential intermediaries and customers. A clear strategy for

communicating with potential customers that conveys information and knowledge of the

products is essential to success. It will also be important to work with governments to strengthen
institutions and create an enabling environment. Such an environment is enhanced by transparent

and participative consultation process. It ensures that the delivery process for microinsurance

services is efficient with minimal transaction costs. It is in these areas that UNDP and GTZ will

bring their experience and expertise to bear in making the microinsurance pilots successful.

We anticipate that access to insurance by poor people and entrepreneursin the informal sector
will attract private sector investments, assist in the development of the domestic private sector
and lead to the aleviation of poverty. Increasingly, a social protection mechanism such as
microinsurance appears to be a prerequisite i n national poverty reduction strategies. Despite
obvious need, however, it has not been possible for national governments to meet this obligation
due to budgetary constraints. A possible solution would be to leverage government strategies
with market-based social protection systems. The strategy would benefit significantly from
south-south learning and sharing of knowledge, policies and practices.

The provision of microinsurance products and services is an obvious candidate for public
private partnerships, as demonstrated in our three country studies. We are hopeful that with the
interest shown by visionary private sector partners like Allianz AG it will be possible for
forward-thinking bilateral donors such as the German Federal Ministry for Economic
Cooperation and Development (BMZ) and GTZ and multilateral organizations such as UNDP
with its broad reach and anti -poverty mission to catalyze access to microinsurance by the poor
and disadvantaged.

We look forward to hearing from you about the market anal ysis presented in our three country

studies. Indeed, your comments, feedback and ideas for innovative partnerships will be a
welcome contribution to the global effort to achieve the Millennium Devel opment Goals.

el 0 (A

Arun Kashyap Michael Anthony Rudiger Krech

Advisor, Private Sector Group Communications Head of Section
Development Allianz AG Social Protection

Bureau for Development Division Health, Education
Policy & Socia Protection

UNDP GTZ
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EXECUTIVE SUMMARY

India has perhaps the most exciting and dynamic microinsurance sector in the world. The aim of

this report is to provide an overview of existing knowledge on the demand and supply of

microinsurance in India, as a basis for reducing the vulnerability of poor and low-income people
while developing new market opportunities. It lays the groundwork for a mutually beneficial

public-private partnership between Allianz AG, Deutsche Gesellschaft fur Technische
Zusammenarbeit GmbH (GTZ) and the United Nations Development Programme (UNDP). The
report was compiled using secondary data, much of which was obtained during a two -week field
trip to India. The breadth of the project and the limited resources available did not alow for

primary research to be conducted. The authors of the report are Jim Roth of The
Microninsurance Center and Gaby Ramm, a freelance consultant and senior expert on
mi croinsurance.

In the first section, the report explores how microinsurance began in India, and gives reasons
for its dynamism. The following sections include an investigation into the supply and demand of
microinsurance in India, alook at the various channels for distribution, an examination of social
security in India and its relationship to microinsurance, and a short section on pos sible
partnerships for donors wishing to work on microinsurance in India. All of the sections contain
implications or practical recommendations for Allianz AG, GTZ and UNDP. These
recommendations are summarized at the end of the report.

After a brief macroeconomic snapshot of India today, Chapter | (the background review)
presents a history of insurance in India. It looks at the nationalization of insurance in India and
the impact of nationalization on insurance provision. The report finds that in spite of the stated
intention of legislators to use nationalization as a means to deepen insurance coverage, the
opposite happened. During the years of nationaization, insurance was sold through the
nationalized companies primarily to people in formal-sector employment. This excluded the vast
majority of the poor who worked in the informal sector. The liberalization of the economy and
the insurance sector opened up new opportunities for selling insurance to the poor. This was the
case primarily because a conditi on of entry into the newly liberalized economy was the sale of a
specified amount of microinsurance, as established by law.

Chapter 11 looks at the demand and supply of microinsurance. It finds that demand is hard to
determine because few studies have been done, and because market penetration is currently
supply driven. The insurance companies appear to provide much of their government designated
“guota” of microinsurance to rural customers at alossin order to be legally compliant, and once
they have achieved their quota they stop trying to sell more. This suggests that there are few
microinsurance products on offer that are profitable in themselves. The industry is still in its
infancy. The report argues that there is also a broad lack of familiarity with microinsurance
among low-income clients, while those who are familiar with it have often had bad experiences.
This chapter provides a sociological and risk profile of potential microinsurance clients, and
outlines the varieties of microinsurance that ex ist. Life insurance is by far the most common type
of microinsurance, because (like the less common dismemberment insurance) it is actuarially
more simple and is less subject to fraud, mora hazard and administrative costs than are h edth,

Vil
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endowment, hut, livestock, crop and weather insurance. Though the latter appear to be desired by
many it will take more product innovation before insurance companies can successfully meet
these needs. However, assistance will be required from multilatera agencies and banks and
bilateral donors for removal of barriers for the creation of a market for microinsurance goods and
services.

Chapter 111 looks at the ways that microinsurance can be sold and serviced most cheaply.
Microinsurance is a low-price, high-volume business, and in any such business keeping
distribution costs down is the road to success. The report explores the pros and cons of three
regulated distribution models: the partnership model, the agency model and the micro -agent
model. As the partnership model is the one most commonly used, a great deal of attention is
given to this model in the report. It assesses a variety of possible partners, including non -
governmental organizations (NGOs), microfinance institutions (MFIs) and banks. NGOs and
most MFIs are often dependent on variable aid flows, making them potentially less reliable over
the long term. Furthermore, most relevant NGOs and MFIs aready have partnerships in place,
and since these are typicaly exclusive, incoming insurance companies may not be abl e to find
partners. The report finds that banks have a great deal of unexplored potential as partners.
Perhaps the most successful insurance distribution infrastructure in low -income neighbourhoods
to date is that developed by Tata-AlG in Andhra Pradesh: partnership firms of four or five
women, usually recruited from Self-Help Groups, become informal brokers and can earn an
ongoing income from the business.

Chapter 1V examines social security in India. Government programmes, forma private
schemes (including microinsurance), informal collective arrangements and individual
arrangements all exist to manage risk. The report summarizes the achievements and limitations
of each. It presents some recommendations for analytical tools and the promotion of reinsuranc e.
The chapter ends with a list of contacts at relevant donors agencies who are working on
mi croinsurance.

Chapter V presents the report’s recommendations on promoting microinsurance in India. In
terms of product design and distribution it is important t o examine distribution methodologies
other than the partner-agent model. The report describes some of these aternatives, but it does
point out that there are some partners (for example, banks) that are still worth exploring as
partners in a partner-agent distribution methodology. Marketing and building awareness of
microinsurance is a crucia area. The report gives suggestions on the marketing of
microinsurance products. It also suggests that general microinsurance is a public good, and that
the regulator may have an interest in promoting this and donors could support the regulator in
this regard. One area that has received little attention in India is consumer protection for
unregulated microinsurance schemes. There are vauable lessons to be learned from the
regulation of microinsurance in India. In particular, it would be useful to establish the costs and
benefits of the quota system that exists for insurers compelling them to sell microinsurance.
Other countries may be interested in adopting such a quota system, and it would be useful for
them to be able to see how it has worked out in India. There is atendency for insurersin Indiato
meet their regulatory quotas using products like credit life: safe products that are not very
innovative. It would be worthwhile for donors to help fund the development of products other
than credit life. To help make new products more gender sensitive it would be useful to develop

viii
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demand assessment tools specifically adapted to assessing women’s needs, ability and
willingness to pay for microinsurance. Reinsurance should be promoted to give insurance

companies added incentive to provide microinsurance.

One of the greatest needs expressed by insurers is good microinsurance actuarial data. The
report suggests the formation of a body that could coordinate the collection of this data. Finally,
a crucial missing institution in Indiais a council of insurers to be able to share microinsurance
information and to lobby. Donors could have arole in the establishment of such abody.
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CHAPTER |. BACKGROUND

1.1 Macroeconomic snapshot of India

Indiais enjoying rapid growth and benefits from a young population. Its middle classis growing
rapidly but 70 percent of the population is still rural, often very poor, and handicapped by po or
health and health services, and low literacy rates. Some key statistics appear below.

Table 1: Key indicators: India

Category

Amount

GDP ($ billions)

$3.022 trillion, a 2003 estimate (U.S. Central Intelligence
Agency)

Population (millions)

1,033.4 in 2001 (UNDP, 2004)

Population density per km?

318, a 2002 estimate (Fact Index)

Percentage urban population

27.9 urban, a 2001 estimate (UNDP, 2004)

GDP/capita ($) $2,924 using above figures
GDP growth rate 7.6%, a 2003 est. (U.S. Central Intelligence Agency)
Inflation 4.6%, a 2003 estimate (U.S. Central Intelligence

Agency)

Exchange rate (current, Rs. Currency per
$1)1

45

PPP GDP per capita

$2,840-2001 data (UNDP, 2004)

Infant mortality (per 1,000 live births)

67, a 2001 estimate (UNDP, 2004)

Under-five mortality (per 1,000)

93, a 2001 estimate (UNDP, 2004)

Maternal mortality (per 100,000 live births)

540, a 2001 estimate (UNDP, 2004)

Access to safe water (% of population)

84, a 2001 estimate (UNDP, 2004), note this is just to a
sustainable water source that may not be safe

Health expenditure as % of GDP
(public/private/total)

0.9/4.0/ 4.9, a 2000 estimate (UNDP, 2004)

Health expenditure per capita ($)

$71, a 2000 estimate (UNDP, 2004)

Doctors per 100,000 people

48, a 2001 estimate (UNDP, 2004)

Hospital beds per 1,000 people (urban/rural)

0.8, a 1998 estimate (World Bank, 2001)

Literacy rate

59.5%, a 2003 estimate (U.S. Central Intelligence
Agency)

! This exchange rate will be used in all calculations of current figures in this report.
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1.2 History of insurance in India

The insurance industry in India, private and public, has its roots in the 19th century. The British

Government set up state-run social protection schemes for its colonial officials, many of which
evolved into the schemes that operate to this day. The first private insurance company was the
Oriental Life Insurance Company, which started in Calcutta in 1818. The 1 9th century saw the
development of a number of Indian insurance companies including the Bombay Mutual (1871),

Oriental (1874) and the Empire of India (1897). Under British rule there were large numbers of

insurance companies operating in India. In 1938 the British passed the Insurance Act, a
comprehensive piece of legislation governing the insurance industry. The Act remans the
legislative cornerstone of the insurance industry to this day.

Regulated Indian insurers are divided into two core categories: life and general insurance.
Life insurance includes products like endowment policies and retirement annuities. General
insurance covers al other types of insurance. In 1956 the Indian Government nationalized the
life insurance industry. The reasons given at the time were high levels of fraud in the industry
and a desire to spread insurance more widely. As Prime Minister Nehru noted at one time in
Parliament, “We require life insurance to spread rapidly all over the country and to bring a
measure of security to our people.” The Government combined 154 insurance providers and
formed the Life Insurance Corporation of India. General insurance remained in private hands
until 1973 when it was nationalized.

The impact of nationalization was to create a smal number of state-owned insurance
companies. Just prior to nationalization, 68 Indian (including the Life Insurance Corporation,
LIC) and 45 non-Indian entities sold insurance. All these organizations were absorbed into one
giant corporation, the General Insurance Corporation (GIC) with its four subsidiaries: Oriental
Insurance Company Limited, New India Assurance Company Limited, National Insurance
Company Limited, and United India Insurance Company Limited.

In spite of Nehru’s desires in the decades followi ng nationalization, insurance products were
designed primarily for those with regular incomes, i.e., those in formal employment. These were
overwhelmingly men in urban areas. The poor, living mostly by agriculture, were for the most
part overlooked by these new companies.

When the ideological winds of change blew in the early 1990s, the Indian Government set
about liberalizing its insurance markets. It set up a commission of enquiry under the
chairmanship of R.N. Malhotra. The central outcome of the commi ssion was the establishment of
the Insurance Regulatory and Development Authority (IRDA) that in turn laid the framework for
the entry of private (including foreign) insurance companies.

At the beginning of 2005 there were 14 life and non-life insurers operating in India. A
complete list can be obtained from the website of the IRDA (www.irdaindia.org).
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1.3 Insurance industry overview

Table 2. Insurance industry issues and observations

Issues

Observations

Name of insurance regulatory body (or bodies)

Insurance Regulatory and Development Authority (IRDA)

Key responsibilities of the regulatory authority
(e.g., policy development, supervision, licensing
of insurance companies)

Regulate, promote and ensure orderly growth of the
insurance and reinsurance industries

Minimum capital requirements for insurance
license (also for microinsurance if any separate
regulation or waivers granted)

Rs. 100 Crores (1 Crore = 1x107) ($22.22m). NB: No
waivers are granted to microinsurers

Other key requirements for an insurance license

The IRDA distinguishes between what it terms life
insurance that includes life insurance, endowment and
annuities, and insurance for all other risks that fall under
a general insurance category. In India an insurer must
form separate entities and cannot sell life insurance and
general insurance together on the same policy.

Foreign companies can only enter the industry in
collaboration with the domestic companies

Ongoing capital requirements for an insurance
company

See appendix 1

Other key requirements for regulatory
compliance

Investment in the rural and social sectors. See appendix
2 for details

Minimum capital requirement for a reinsurer

200 Crores (1 Crore = 1x10") ($44.44m)

Value of annual premiums of regulated private
insurers

799b Rs. ($17b) (Source: Swiss Re Sigma No.3 / 2004)

Number of regulated public insurers/value of
total annual premiums

22/ no value of premiums listed (DB)

Number and type of other regulated insurance None
organizations
Value of annual premiums of other regulated N/A

insurance organizations

Other unregulated organizations

N/A but numerous

India’s insurance penetration (premiums as a percentage of gross domestic product in dollars)
in 2003 is low at 2.9 percent and ranks 54™ in the world. In premium collection, the record is
better, at 19th position collecting $17 billion in 2003. The 2003 ratio of premiums collected per
capita (insurance density) is 16.4. Compared with a world average of 469.6, India is till at a
very nascent stage. Of the $16.40 per capita expenditure on insurance, a mere $3.50 is spent on
general insurance. This is primarily because in India non-life insurance is not considered
important and people perceive it as an unnecessary expenditure .2

2 Source: Swiss Re Sigma No.3 / 2004
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1.4 What is microinsurance?

Definition: Microinsurance is the protection of low-income people against specific perils in
exchange for regular premium payments proportionate to the likelihood and cost of the risk
involved. Low-income people can use microinsurance, where it is available, as one of several
tools (specifically designed for this market in terms of premiums, terms, coverage, and delivery )
to manage their risks.*

In India, it is often assumed that a microinsurance policy is simply alow -premium insurance
policy. Thisisnot so. There are anumber of other important factors. L ow-income clients often:

Live in remote rura areas, requiring a different distribution channel to urban insurance
products;

Are often illiterate and unfamiliar with the concept of insurance, requiring new
approaches to both marketing and contracting;

Tend to face more risks than wealthier people do because they cannot afford the same
defences. So, for example, on average they are more prone to illness because they do not
eat aswell, work under hazardous conditi ons and do not have regular medical check -ups;

Have little experience of dealing with formal financial institutions, with the exception of
the National Bank of Agriculture and Rural Development (NABARD) Linkage Banking
programme;

Often have higher policyholder transaction costs. Thus a middlie-class, urban, policyholder
can send a completed claims form to an insurance company with relative ease: aquick call
to the insurance company, receipt of the claims form by post, and then return of the form
by post. For a low-income policy holder, submitting a claims form may require an
expensive trip lasting a day to the nearest insurance office (thereby losing a day of work),
obtaining a form and paying a typist to type up the clam, sending in the claim, followed
by a long trip back home. Aside from the real costs of doing this, the low -income
policyholder may be uncomfortable with the process; clerks and the other officias are
often haughty with such low-income clients and can make clients fedl ill at ease.

Designing microinsurance policies requires intensive work and is not simply a question of
reducing the price of existing insurance policies.

1.5 History and current status of microinsurance regulation

As in much of the developing world, India has a large number of informa quasi-insurance
schemes: for example, households that pool rice. In addition to this, there are small schemes run

by cooperatives, churches and NGOs that may pool their members’ incomes to create an

insurance fund against a specific peril: for example, funeral costs. In a few countries, there is
specific legidation to regulate these schemes, e.g., the South African Friendly Societies Act. In

India no such law exists, and any individual or institution conducting insurance has to comply

with the stipulations of, among other regulations, the 1938 Indian Insurance Act as amended.

3Working Group on Microinsurance. Preliminary Donor Guidelines for Supporting Microinsurance, 8 October 2003.
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Compliance with this Act requires, among other conditions, over $22 million of capital. All
insurance schemes that do not comply with the Act operate outside it and in a legal vacuum. This
includes all community-based schemes, and in-house insurance schemes run by MFIs*, NGOs,
and trade unions, in-house hospital schemes, etc. At present, the IRDA has not taken action
against these schemes as the Authority does not consider them to be ‘insurance’ according to its
definition-although the IRDA redlizes that this legal vacuum could cause some problems.
Furthermore, regulated insurers have expressed to the IRDA their dissatisfaction at needing to
compete against non-regulated insurers that do not bear any regulatory expenses. The situation
may change if regulated insurers place sufficient pressure on the regulator to act. Two possible
scenarios may occur: either the development of specific legidlation to cater for microinsurers or
active closure of non-regulated insurers. The authors believe the best approach is the former. As
anumber of unregulated microinsurance schemes are innovative and should be further studied, it
could limit practical knowledge concerning microinsurance i f they were to be closed down. The
interests of the customers of these schemes must be protected. The development of specific
legislation to support and supervise® currently unregulated microinsurers is to be preferred.

If the IRDA decides to create specific regulation to support currently unregulated micro -
insurance schemes, e.g., in-house schemes run by MFIs, donors could support its development.

Many unregulated insurance schemes are run by well -intentioned staff and confer positive
socia benefits in the areas in which they act. Indeed much of the innovation in microinsurance
has emerged from unregulated microinsurers. Unregulated microinsurers may hold significant
funds on behalf of low-income clients. The risk of working with these unregulated org anizations
isthat thereis no legal framework that ensures that they meet minimum prudential standards and
other professional insurance qualifications. In addition, they do not have a statutory ombudsman
or other feasible means of enforcing consumer right s.

It would be useful to help establish a consumer protection mechanism for clients of
unregulated microinsurers.

Should requests of support come from NGOs running in-house insurance schemes, donors
should consider that these schemes are unregulated an d carefully weigh up the costs and benefits
of supporting such schemes.

Two central regulations have shaped microinsurance in India. The first is a set of regulations
published in 2002 entitled the ‘Obligations of Insurers to Rural Social Sectors’. This is
essentially a quota system. It compels insurers to sell a percentage of their insurance policies to
de facto low-income clients. It was imposed directly on those new insurers that entered Indian
insurance after the market was liberalized. The old public insurance monopolies had no specified
quotas, but had to ensure that the amount of business done with the specified sectors “not be less
than what had been recorded by them for the accounting year ended 31st March, 2002.”

*In India fewer than 10 organizations are registered as MFIs. All the other thousands usually called MFIs are not officially
recognized as such (usually those registered under the society act as NGOs are recogni zed). Moreover, NGOs are mostly
also implementing microfinance, and MFIs other development activities. The distinction is not very helpful for India.

> This might be done in part through a social reinsurance mechanism, such as Social Re.



Microinsurance: Demand and Market Prospects — India

With the exception of the soci a-sector target, the regulations do not specify the income levels
of clients directly. They specify that clients must come from rura areas. With poverty in India
largely located in rural areas, the effect of such a stipulation is to ensure that poor clie nts are sold
policies (cf. see urban/rural details at http://www.undp.org.in/report/IDF98/idfrural.htm) .

The quota rises each year, reaching a maximum after 5 years of 16 percent of the totad
number of policies sold for life insurance and 5 percent of premium income for other types of
insurance. The former is likely to be an easier target to achieve than the latter. Consider for
example how many insurance policies covering huts need to be sold to equal 5 percent of the
premium of a $100,000 house in Bangalore. This link has generated massive pressure on insurers
to sell microinsurance. To date, the IRDA has fined a number of insurers for failing to meet their
targets. See appendix 2 for complete details of the obligations.

It is very difficult to make a judgment on the costs and benefits of the regulation without
further research. To begin with, the regulation has created a frenzy of interest by regulated
insurers to enter the microinsurance sector.

The regulation has also been the motor for important innovation in the sector. To date, much
of the innovation in microinsurance worldwide has derived either from donors, academics or
MFIs working on the issue. In India, in their drive to meet their microinsurance sales targets,
regulated insurers are developing innovative new products and delivery channels. They bring
their considerabl e resources to this task.

The impact of the quota is of course not all positive. There have been unverified reports that
some insurers are dumping poorly serviced microinsurance products on clients solely to meet
their targets. As soon as the targets were met, they immediately stopped selling microinsurance.
This practice is difficult to regulate, as it is harder to police the quality of insurance sold and
serviced to the poor than its quantity. It would certainly be socialy unfortunate if the regulation
resulted in a mass of poorly serviced products sold at aloss, to enable insurers to concentrate on
their more profitable products. This would not be a meaningful instance of sustainable financial
deepening, but more akin to charity, forced on insurers to allow them to do business in India.
Without further research, it is not possible to reach a conclusion on the overall costs and benefits
of the microinsurance quota system.

It would be useful to conduct research on the quota system to see whether the benefits
outweigh the costs and whether such a system would be useful policy in other countries.

Because of the quota system the largest and best -known intermediaries (NGOs, MFIs, etc.)
are aready taken and have existing relationships with commercial insurers that they are often
keen to keep. The implication of this is that insurers will need to think more creatively about
their products and relationships with the intermediarie s if they hope to convince them to switch
companies. Also, it implies that insurers should start exploring distribution models other than
partnership. In this context, the decentralized local bodies, village and district councils
(Panchayati Ra Institutions), and elected sector committees of village representatives could
possibly play a larger role if a strong civil society existed. Furthermore, the intention of the
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Ministry of Labour in the state of Karnataka, to set up a board at the state level to joint ly
implement microinsurance, should be explored.

The next centra regulatory document is not yet an official regulation but a concept paper
published by the IRDA in August 2004 entitled “Concept Paper on Need for Regulations on
Micro-Insurance in India.” While not a regulation it nonetheless reflects the intentions of the
regulator. There is much that is commendable in the concept paper, but there are two significant
concerns. They revolve around the implicit restriction of microinsurance to the partners hip
model, and the lack of product flexibility.

Essentially the concept paper creates aframework for NGOs and MFIs to sell microinsurance.
While there is nothing inherently limiting in this arrangement some of the clauses in the concept
paper severely curtail the capacity of MFIs and NGOs to make products available that best meet
their own needs and those of their clients.

The definition of a microinsurance product proposes two seemingly arbitrary products. a life
microinsurance product and a general microinsurance product with a specified minimum amount
of cover, term of cover, age of entry and age of exit. Unless the product sold by the insurer meets
these criteria, the product will not be classified as a ‘microinsurance product’ and therefore will
not be able to qualify for some of the exemptions. Some of these conditions are out of sync with
existing microinsurance products in India. For example, the concept paper sets a minimum
amount of cover of Rs. 10,000. In client surveys undertaken by partner organizations of Friends
of Women’s World Banking, many NGOs found that their clients were not able to pay for such
an amount of cover. They preferred less cover for a lower price. The “Minimum Amount of
Cover’ requirement would exclude a large segment of the poor from the insurance market.

In recent informal discussions with the IRDA, it has indicated that in the final regulations, a
microinsurance product will be defined solely by the maximum amount of cover. An issue that
remainsis how amicroinsurance product will be registered with the IRDA. At present, an insurer
wishing to introduce a new product on the market in India needs to go through a ‘File and Use
Procedure’, divided into life and general products. Insurers have said that obtaining the rele vant
information and completing the required forms can take several weeks. While this may be
justified for complex insurance products with significant sums assured, with microinsurance and
the low sums involved, such along and complicated procedure does n ot seem necessary.

At the present time in India many MFIs have met the needs of their clients by partnering with
a variety of insurers. For example, Grama Vidiya, an MFI in Tamil Nadu, provides life
insurance through Bajg Allianz AG and AMP Sanmar. The concept paper does not permit this.
In Section 7a, it states that the microinsurance agent “shall work either for one life insurer or for
one general insurer or for one life insurer and one general insurer.”

Section 7e sets caps on how much commission can be charged. These caps may affect the
products that MFIs and NGOs are prepared to offer and will create barriers in selling to the
poorest segments of the population. The cap set on commissions for servicing life policies is set
at 20 percent while the cap set on servicing health insurance, which is much more expensive to
service, isset at 7.5 percent.
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CHAPTER |I|. THE DEMAND FOR AND
SUPPLY OF MICROINSURANCE

2.1 Methodology of the study

The research team held discussions with the regulatory authority , microinsurance organizations
and multi- and bilateral agencies (see list in annex). Meetings with representatives of government
agencies, including the Ministry of Labour, and the Ministry of Finance, Banking and Insurance
Department, were held during a GTZ pre-appraisal mission in October 2004. Furthermore,
experiences of the GTZ-supported project on the “promotion of integrated insurance systems for
women in the informal economy and their families,” the health programme and the Linkage
Banking programme with NABARD were integrated as well as the microinsurance studies
carried out by ILO/STEP. (For information on these programmes see Chapter IV, 4.4 Donor
Agencies below).

The consultants did not have the resources to do an all -India microinsurance demand study,
indeed they did not have the time or resources to do any primary research, so it was agreed that
they would review secondary data on demand only, i.e., no demand studies were carried out for
this exercise. All the information that follows derives from secondary sources. These include, but
are not limited to, the GTZ-supported field study on risks and risk management strategies with
the Ministry of Labour in Karnataka (sample size 1,000 households).

The report focuses on low-income groups and people below the poverty line (BPL) in general.
Gender aspects and the situation of specific vulnerable groups, such as disabled persons, widows
and children, could not be sufficiently addressed due to time constraints. Their needs must be
considered, however, when developing microinsurance products. The report does reflect the
products and social assistance programmes available for those vulnerable groups. Programmes
for the formal economy are mentioned when their benefits are offered to selected groups of th e
informal economy as well, and/or if they could be relevant in the future due to the ongoing
reform discussions of the Ministry of Labour.

Government programmes and schemes receiving contributions from employers and
employees (even those establishments without any formal contractual arrangements) cover more
risks than microinsurance products currently offer. Thisis due to the fact that social protection is
supposed to provide protection from a broad range of risks ( as per ILO Convention No. 102).

As primary research was not conducted, it was not feasible to anayse ether the
appropriateness of the individual products or client satisfaction. Instead, general assessments
were made on the basis of experiences of the projects mentioned above, earlier rou nd-table
discussions with NGOs/MFIs offering microinsurance, insurance providers, and case studies
carried out by the working group on microinsurance of the multi -donor Consultative Group to
Assist the Poor (CGAP).
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2.2 Introduction

Because of the microinsurance quota system, microinsurance in India is largely supply driven.
Many insurers view the microinsurance quota ssmply as a cost of doing businessin India. In the
context of a product that does not yield much if any profit, doing demand studies with t heir high
costs are not viewed by commercia insurers as worthwhile. Moreover, in the Indian
microinsurance context, pilots are relatively cheap as they principally involve labour. Relatively
low levels of benefits imply that even if a pilot fails the insurer does not lose as much as a
demand study would cost, and the information that derives from a pilot is likely to be more
accurate as it shows what clients actually do rather than what they think they will do.

The way Indian insurers typically design mi croinsurance products is to find existing products
and then adjust them to suit the needs of their company and clients. The information that follows
in this section is an inference of demand using current socio -economic data and analysis of
supply information.

2.3 Socioeconomic profile of microinsurance clients
The characteristics of microinsurance clientsin this market are:

They typicaly live in households of five or more, sharing income and access to financia
services. This has important implications for access to microinsurance. One member, who
has access to the insurer, can purchase policies on behalf of another household member ;

Agricultural labour isthe main source of income. The implications of this are that much of
the income is irregular and seasonal. Note, not all income derives from agriculture as
households tend to pursue multiple livelihood .
activities with off-farFr)n income aspa component. Tata—AIG has haq loootanits .
Premium collection must take into account the mortality f.' IAES e through its
particular variances in the seasona income of own Experience. Thew_products
have been sold mostly in the rural

this market; ; :

areas of southern Indiato clients
The group’s poverty means that they present a | aged between 18 and 45 years (55
higher than average risk profile for many types | yearswith alower sum assured for
of insurance, e.g., lack of sanitation, lack of | oneterm product). Inthe last three
access to clean water, hazardous working | yearsthey estimate amortality rate
conditions and poor nutrition imply higher rates | of just under 3 per 1,000.
of death and disease;

To offset this, small rural communities often have better internal surveillance than large
urban sprawls, and so there may be opportunities for controlling fraud ;

Low levels of literacy imply that marketing needs to be done without written media: for
example, film, radio and word of mouth;

The rura poor often live in areas with inadequate road and telecommunications
infrastructure, which increases the costs of selling and servicing policies. The other crucial
implication of this is a massive gap in the specific socio-economic data on this target
group, even such basic data as mortality rates in large areas of rural India. This makes
rate-making very difficult;
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In generd, the private insurance providers are using the data available with LIC as a basis
for their own assessment. Although this is the most comprehensive database, it does not
cover detailed information specific to the situation of poor and low -income groups.

2.4 Risks and vulnerabilities

The poor by definition own very few assets. In contrast to the urban poor, many of the rural poor
own their dwelling and the land that it is constructed on. Income generation for the landless poor
is largely a function of daily agricultural labour rates and the number of days such work is
available.

The insurable perils would be:

« Loss of life: Most household members contribute to household income, except those too
old, young or infirm to work ;
Critical illness: This has the dual impact of loss of earnings’household labour as well as
treatment expenses;
IlIness that reduces the working days and also creates expenses though at a smaller level
than critical illness;
Old age, because there are few income options during old age. In addition, there is some
evidence of emerging social trends in which the obligation of the young to take care of the
old is weakening;
Risk of lowered agricultural productivity or returns, e.g., through low levels of rainfall or
natural catastrophes;
Asset |oss especially those assets used to generate income;
Among specific occupational groups (e.g., construction workers) accident at the
workplace and disability .

One of the few general microinsurance demand studies carried out is by Price Waterhouse
(Price Waterhouse: Financial Services to the Rura Poor and Women in India: Access and
Sustainability—-Demand and Supply Analysis. Client Survey, 1997, New Delhi, pp.11 -15). This
study identified the needs for microinsurance based on magor adverse events that a rural
household experienced in the previous 10 years. They found that 44 percent of households
reported flood/heavy rains, 39 percent drought and 27 percent pest attack. The average value of
loss per annum was Rs. 2,641 per annum per household. The mortality rate of a household
member was 3 percent. The survey also found that 64 percent of the respondents wanted some
form of insurance: 50 percent wanted life cover, 30 percent livestock, while 20 percent crop and
other asset insurance. Only 15 percent aready had an insurance cover, mostly because it was a
condition for getting aloan.

2.5 Familiarity with insurance

There are two broad classes of client vis-a-vis familiarity with insurance: Those with no or little
knowledge or exposure to insurance, and those with some, often negative , exposure to insurance.

Overal, the target market is somewhat aware of insurance due to the fact that the public -
sector insurers, in particular the LIC, have been active in their geographical regions for many

10
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years. The agents of the LIC, however, have focused on endowment products with annual
premiums of Rs. 2,000 and more. Many in the rural, lower -middle-income groups have had bad
experiences with such products as they could not afford to pay their premiums when their
incomes were not sufficient and so they received small surrender values, often after many years
of contributions. In addition, the endowment policies may have created difficulties for selling
term-life because of the expectation that insurance may involve some return of premium. While
increasing familiarity on the one hand, it has somewhat polluted the market on the other. In
addition, many rura agents and brokers who were mainly living off commission earnings could
also not sustain the services on account of the poor persistency of such policies.

Pure protection policies, e.g., term-life, were never offered on an individual basis prior to the
entry of private players, and group term-life coverage of the rural population was never
attempted in the past.

There are several past instances of third parties bundling insurance and savings to gether.
Sahara and Peerless had bundled insurance benefits (mostly accidental coverage) by purchasing
such coverage from state-owned genera insurance companies with local chit funds (rotating
savings and credit organizations)—a type of informal savings scheme. These schemes were
marketed through a multilevel/network marketing system, and some of the schemes turned
delinquent thus depriving many investors of much of their long -term savings.

All of the above has meant that large segments of the target mark et had access to products
they could not afford or they had some bitter experience of insurance in the past, which resulted
in them being wary of insurance.

Creating awareness of microinsurance, and demonstrating its relevance to the target market
therefore remains an ongoing process.

2.6 Marketing strategies

Several organizations have created movies that use a Bollywood story format to explain the basic
features of insurance and their products (e.g., Activists for Social Alternatives and Tata-AlG).
Thisis followed up with personal interaction to provide more details on insurance in general and

their products in particular. While amovie is a useful introductory tool, it is not enough to clinch

adeal, and the sale requires much in-depth personal interaction. Insurers often underestimate the
extent of personal interaction required, especially to explain the basic principles of insurance. If

insurance is not adequately explained clients sometimes confuse it with savings. This leads to

low renewal rates when clients do not receive any payment at the end of their insurance terms.

A magjor issue for potential costumers in buying insurance is having a level of trust with the
company selling the required products and services. Tata-AlG claimed that making cli ents aware
of the Tata brand was a major help in engendering trust. Most low -income clients had used or at
least seen Tata’s products so they knew it was not a fly -by-night company. In addition, because
of the size of Tata (ironically though much smaller t han AIG) clients have good reason to believe
that the company is not likely to misappropriate their relatively small premiums.

11
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There are a number of other techniques that Indian insurers have used to gain the trust of
potential clients. These include:

Public reimbursement of claims, for example at village meetings. This can be used as a
marketing opportunity to demonstrate with a rea example the advantages of having
insurance;

Exposure tours, where village leaders from villages with policyholders are sent to other
villages to show the advantages of having insurance;.

Regular public interaction of insurance providers and (potential) policyholders to clarify
the insurance concepts and explain policies. Some examples that might help in different
areas include meetings held after claims submissions, and at annual general meetings ;

Careful, well-managed rejection of claims, where the reasons are made clear to al the
villagers,

Monitoring of customer satisfaction, especially with respect to lapses and non -renewals,
with a mechanism to act on the information that emerges from this monitoring.

In a recent workshop on microinsurance co-hosted by GTZ, ILO and Bearing Point in
December 2004, one of the most pressing issues reported by commercia insurers vis -avis the
sale of microinsurance was that many clients did not () understand the concept of insurance and
(b) trust insurance companies.

The IRDA is tasked with promoting the insurance industry. The IRDA aready runs television
campaigns aimed at middle-income consumers advocating the safety and security of the
insurance firms that it regulates. It would be good if such a campaign could be extended to
microinsurance. Other mediums could be explored for this, including radio.

2.7 Gender and the demand and supp ly of microinsurance

A number of risks faced by women could be minimized through microinsurance . These gender-
specific risks include:

Risks related to sexually transmitted infections (ST1), pregnancy and childbirth;
Risks related to economic crisis such as the death of the breadwinner, loss of assets;

Protection at old age (less security for women due to informal working conditions, lesser
income, etc.);

Risks related to hazardous working conditions. Although these also affect men, the
number of unskilled | abourers is higher among women workers. Women more often work
under hazardous conditions: the carpet industry, refuse dumps, garbage tips and recycling
industries such polythene bags/vinyl recycling.

Some risks due to gender-specific conditions in the society require a comprehensive approach
beyond microinsurance. The following issues need long-term interventions and cannot be
addressed by microinsurance alone. But microinsurance, as one risk management tool
complementing others, can have amore immediate positive impact on improving the situation:
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Maternity;

Socid status of women. Higher priority given to males in the provision of food and care
adversely affects the nutrition and health conditions of women and girls;

Unequal inheritance laws, insufficient property rights for women, little control over assets;

Situation of women after divorce and at widowhood adversely affecting their economic
situation (e.g., returning home, leaving al assets with the ex -husband’s family) and their
social status (e.g., often little mobility for earning money);

Low education combined with high presence of women working in the informal economy
causing little or no social protection and less access to secure and skilled jobs,

Girls taken out of school in periods of crisis, leading to low education, which affects
future professional opportunities and earnings.

Suggestions on the ways in which microinsurance in India could be improved are in the final
section of this report.

2.8 Demand for health insurance

Theoretical demand studies

A number of studies have been completed on the demand for
health insurance products in India. In one study, Raf | Twenty-five percent of the
Rademacher mentions that only 10 percent of the entire Indian | patients who enter hospital
market is covered by private and public health insurance. He | above the poverty line fall
further mentions that secluded castes and secluded tribes often | below the poverty line after
exhibit a strong preference for traditional medicine, making | hospitalization because of
their incorporation into formal heath provider systems | their health-care costs.
difficult. Rademacher claims that approximately 80 percent of | (Rademacher, p. 60)

the financing of the Indian health-care system is done through
private payment in spite of the existence of free universal health care and public -sector hospitals
in all urban areas.

In his survey of 447 households in Pune, Maharashtra, Ralf Rademacher found that the main
reason people used public services was their inability to pay for private health care, although
they would prefer it. In urban and semi -urban areas, 57 percent of the low-income respondentsin
Rademacher’s survey used a combination of state and public healt h-care services. 42 percent
only used private services. In rural areas, 70 percent of respondents used only public health-care
providers. With severe illnesses requiring long-term or expensive care, 86 percent of all
respondents, i.e., rural and urban, used public health care. Thisfigure in part reflects the fact that
private hospitals do not exist in rura areas. °

® Ralf Rademacher. “Krankenversicherung fur arme Bevdlkerungsgruppen — Beispiele aus Indien” (Health Insurance
for the Poor: Examples from India”. This thesis was presented to the University of Cologne and published in 2004.
The study was done in collaboration with the G TZ health programme.
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Table 3. Summary of healthcare expenditure figures by low -income households

Study Place Unit of Amount spent
analysis
Ralf Rademacher: Pune District Households Rs. 4,700 per annum on

“Krankenversicherung fur arme

Bevdlkerungsgruppen—Beispiele aus

Indien“ (Health Insurance for the

Poor: Examples from India). 2004

average/ only 25% of hospital
expenses more than Rs. 5,000/
Annual estimated total income of
households is Rs. 37,000. On
average, Rs. 1,000 per annum is
spent on medicines at private

pharmacies.
Designing and Management of 5 districts of Households Construction worker households,
Social Security Benefits in Karnataka | Karnataka— Rs. 11,400

State, published by the Institute for

Social and Economic Change,
Rajashekar, in collaboration with

GTZ. 2005

Mysore,
Dakshina,
Kannada,
Gulbarga and
Bangalore rural

Domestic, Rs. 1,690

Agric., Rs. 4,000

Table 4. Examples of low-premium health products in India

Name of Insurance provider | Premium Benefits and exclusions
product
Shakthi Royal Sundaram Below 18 years Reimbursement of hospitalization expenses up to Rs.
Health Alliance Insurance |Rs. 65 7,000:
Scheme | Company 18-45 years Rs. |Rooms, boarding expenses
125 Nursing expenses, surgeon
i’?gGo years RS. | angesthetist, specialist fees
Blood, oxygen
Operation theatre charge
Medicines and drugs
Exclusions:
Pre-existing diseases
Voluntary medical termination of pregnancy
General check-up, vaccination, inoculation
Health Cholomandalam MS | Premium rates Hospitalization expenses resulting from illness or
insurance | General vary according to | accident
policy the number in the

group

Pre-hospitalization expenses (60 days prior to
hospitalization)

Post-hospitalization expenses (90 days after
discharge)

Covers 130 minor surgeries that require fewer than 24
hours of hospitalization

Ambulance services to the nearest hospital where
emergency health facilities are available

Exclusions:
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Name of Insurance provider | Premium Benefits and exclusions
product
Pre-existing diseases
Pregnancy/voluntary termination of pregnancy
Cataracts, dental and cosmetic surgery
Obesity
Naturopathy treatment
Drug and alcohol abuse
HIV/AIDS and all related medical conditions
Advanced |ICICI Lombard Rs. 10 per person | Free outpatient services at the recognized network
medical per month (if the hospitals
s whole family joins |,y estigation at fixed discounted rates
the scheme); . . .
Access to drugs/medicines at special prices from
Rs. 14 per person | hatwork hospitals
per month for an o )
individual Coverage for main diseases and for surgical
interventions
Maximum of 3 days admission at network hospitals
Benefit amount payable on diagnosis and
hospitalization for any ailment covered under the policy
and on completion of survival period
Group Uni | United India Rs. 100 (Rs. 84 Rs. 5,000 for hospitalization
Micro Insurance Company goe_s_to ullC), Rs. 15,000 for accidental death
Health (unc) additional Rs. 20 o
Insurance? charged for Rs. 15,000 for permanent disability
thatched roof Rs. 250/month up to max. Rs. 750/month for temporary
houses disability (up to 3 months)
Rs. 5,000 for house fire and allied perils
Exclusions:
Health insurance: Waiting period 30 days
Maternity benefits are not covered
Pre-existing disease is not covered in the first y ear
After the first year there is no exclusion

Health microinsurance: What can weinfer about demand from supply?

It is difficult to draw conclusions for a number of reasons. First, there are so few examples.
Second, the examples that exist vary so widely in terms of premiums, benefits and exclusions
that comparisons would not be meaningful. In general, health microinsurance is in its pioneer
stage. There is certainly a demand for the product: this we can reasonably infer from current
expenditure on health. How the product should be priced, what benefits it should offer, and in
partnership with which third parties are open questions at this stage .

" This insurance package was jointly developed by UIIC, the NGO SHEPHERD, and potential clients, based on a

demand study.
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2.9 Demand for asset microinsurance

There are three broad categories of asset microinsurance: hut, livestock and cattle. A few policies
also cover goods within a hut, usually to a certain maximum level. There are no existing studies
on the demand for asset insurance. All the information on these products must therefore be
inferred from what clients are already d oing.

Hut and personal possessionsinsurance

Typically, asset microinsurance covering huts and personal possessions is sold bundled up
together with other types of insurance (usually added to life insurance). This is mainly because
the amount of cover potentia clients are willing to buy (and hence the premium they are willing
to spend on hut cover) does not make separate cover commercially viable. An insurer reported
that adding hut insurance to life policy made good marketing sense because damage to
households (especidly by fire) was a dramatic event witnessed by many potentia clients who
would then also often get to hear about the associated cover. The amount of cover on hut
insurance istypically quite low, as can be seen in the table below.

Table 5. Hut and personal possessions insurance

Name of Insurance |Premium Benefits and exclusions
product provider
Package New India Premium rates Package policy covering 7 sections as follows:
insurance for |Insurance | vary according to || oss or damage to buildings and its contents personal
credit society | Company | the size of the belongings due to Fire or flood, Explosion, Aircraft
%rsourpégnd e damage, Bursting of water tanks, Earthquake,
insu

Typhoon, Cyclone

Impact damage by any rail/road vehicle or animal
Furniture, fixtures, fittings and electrical appliances
Money and valuables

Accidental death, disability

Fire and other perils including theft and burglary
Accidental damage to plate glass and sanitary fittings
Hospitalization expenses due to illness, disea se or

injury
Shakthi Royal Rs. 25 per annum | Cash relief in case of disablement of woman engaged
Security Sundaram | for the basic cover |in some kind of work: Rs. 100 per week (maximum Rs.
Shield Alliance 1,500)

Rs. 35 per annum
when extended to | Rs. 25,000 in case of accidental death of
cover accidental spouse/parent/guardian

death for awoman |y, tg Rs. 1,000 for hospitalization expenses due to an

accident

Up to Rs. 1,000 for loss or damage to dwelling due to
fire or flood

Up to Rs. 500 for loss or damage to personal goods

Up to Rs. 25,000 in case of accidental death of policy
holder
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2.10 Demand for agricultural insurance

Most of India’s poor population is engaged in some way in agriculture . Agricultural insurance
has always been a social priority for the Indian Government, and in theory there should be
demand for additional commercial cover. In addition to insurance sold together with agricultural
equipment, e.g., water pumps, agricultural insurance tends to cover crops and livestock.

Crop insurance

Since Independence, successive Indian governments have grappled with crop insurance. But the
outcome of government attempts has not been very positive. The Times of India (Premsingh and
Venkatraghvan, 2004) reported that during 14 years of operation the first nationwide crop
insurance scheme, Comprehensive Crop Insurance Scheme (CCIS), only managed to insure a
total sum equal to 1.1 percent of the agriculture GDP over the period. A new scheme, the
National Agriculture Insurance Scheme (NAIS), was launched in 1999/2000 in place of the
CCIS, with a newly-formed Agriculture Insurance Company of India (AIC) as its implementing
agency. Though an improvement, the average yearly sum insured is still only equal to about 3
percent of income generated by agri culturein ayear.

A lot of crop insurance is sold through the National Bank for Agriculture and Rural
Development (NABARD). NABARD is an apex ingtitution that primarily wholesales credit to
rura retailers. NABARD is promoting the target group, farmers. Borrowers of NABARD funds
must take insurance; for non-borrowers insurance is an option.

In terms of financia performance the Comprehensive Crop Insurance Scheme suffered
massive financial losses and was, in the words of an Indian Government report, “un viable”
(Ministry of Finance, Government of India, 1997). Thejury is still out on the performance of the
newer National Agricultural Insurance Scheme.

The problems of administrative costs, fraud, adverse selection and moral hazard seem
insuperable in the case of crop insurance, and no private insurers have been willing to supply
crop insurance to low-income consumers for these reasons—with the exception of the pilot
project, index-based crop insurance, offered by ICICI Lombard supported by the World Bank
(for details please see below).

The Indian experience and indeed experiences worldwide have indicated that crop
microinsurance is difficult to sell profitably. The authors do not recommend this as a potential
microinsurance product. Index-based insurance, which shows some promise, should be fu rther
explored, however, and testing should be continued.

Livestock insurance

Livestock insurance has fared a bit better in India. Usually livestock microinsurance is not very
successful. Because livestock is easily slaughtered, problems of fraud abound: i.e., the farmer
kills the animal, or gets a friend to remove and slaughter it; the farmer then claims it was stolen.
In Indiathisis less of a problem, at least in predominantly Hindu areas, because of social issues
surrounding the slaughter of animals.
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The other major difficulty of livestock insurance is mora hazard. One defence against moral
hazard (in addition to the use of co-payments) is the use of a veterinarian to check the animal’s
health on aregular basis or to conduct an autopsy after death to ensure that the animal was well
looked after. To prevent against fraud, animals are usually tagged. In addition, livestock
insurance needs to be sold individually for the most part, unless, for example, the insurance
company is dealing with an association of livestock farmers as an intermediary. All these
procedures are fairly expensive and tend to make such policies comparatively costly.

A number of companies sell livestock insurance policies but the authors were unable to
investigate the relative success of these products within the time frame of the assignment . Public
companies include National Insurance Company Ltd., Oriental Insurance Company Ltd., United
India Insurance Company, New India Assurance Company. Private companies include Allianz
AG and Reliance General Insurance Company.

Table 6. Livestock insurance

Name of Insurance |Premium Benefits and exclusions
product provider
Cattle ulIC 4% of the animal’s | Value of the animal (usually amount of Rs. 10,00 0)
insurance value (2.25% goes | upon natural and accidental death
to UIIC) Exclusions:

Intentional death caused by owner
Cattle New India 5% of the animal’s | Value of the animal (usually amount of Rs. 10,000)
insurance Assurance |value upon natural and accidental death

Exclusions:

Intentional death caused by owner

2.11 Demand for weather insurance

Perhaps the most significant innovation in India is the introduction of weather insurance by
ICICI Lombard in collaboration with BASIX, a Hyderabad -based MFI. This is also known as
index-based insurance, in this case using rainfall levels as a claims trigger. Because clients
cannot affect rainfall levels there is no mora hazard problem. There could be fraud problems,
however, if clients can affect the reported levels of rainfall.

Claims are processed as soon as the rainfall levels are known, and clients do not need to send
in claims forms. HDFC-Chubb is now also experimenting with weather insurance. Although this
is an interesting innovation, and worthy of further investigation, national roll -out of weather-
based insurance would not be immediately possible because only part of India has reliable
weather stations.
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2.12 Demand for life and disability insurance

Life insurance is the most obvious choice for microinsurance. The consequences of dea th are
always significant for poor households so there is a constant demand. The exclusion of suicide
reduces moral hazard problems. By selling to groups that are involved in some activity adverse
selection can be reduced. Mortality rates are often easier to obtain than, for example, rates of
different types of illnesses. A death certificate or identification of a corpse makes claims
verification easy. With a one-time payout the system is relatively easy to administrate. For this

reason, the vast mgority of al microinsurance products, in India and worldwide, are life
products.

Because poor people are frequently involved in hazardous jobs, there is a significant demand
in India for disability insurance. Although termed disability insurance, in practice i t is often
dismemberment insurance because the latter is easier to verify than genera disability.

Table 7 provides a sample of some of the kinds of microinsurance products on the market at
thistime.
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Table 7. Life microinsurance products

Name of product

Insurance provider

Premium

Benefits and exclusions

Social
Development
Plan

Birla Sun Life
Insurance

Premium rates vary according to
group size and average age of
the members of the group

The beneficiary receives full sum assured (50% partial disable ment)

Life: Both natural and accidental death of the policyholder

Disability: Permanent total disability due to accident (loss of two limbs or two eyes)
Permanent partial disability due to accident (loss of one limb or one eye)
Exclusions: Accidental dismemberment benefit can be claimed only once

Super Suraksha

Sbi Life Insurance

Rs. 300 per person per annum
for a sum insured of Rs. 50,000

Rs. 600 per person per annum
for a sum insured of
Rs. 100,000

The beneficiary receives full sum insured. In case of total permanent disability
resulting from an accident, a sum double the sum insured is paid to the policyholder

Life: Both natural and accidental death of the policyholder
Disability: Permanent total disability due to accident (loss of two limbs or two eyes)
Exclusions: Does not cover suicide

Janata Personal
Accident Policy

Royal Sundaram
Alliance Insurance

Premium rates vary depending
on the size of the group and on
the sum insured

Standard premium rate is Rs. 25
for a benefit sum of Rs. 25,000

Accidental death: Death resulting from an accident
Disability: Disability resulting from an accident

In case of accidental death of policyholder, 100% of insured sum is paid to the
nominee

In case of disability due to accident, 50% of insured sum is paid to the policyholder
(depending on the nature of the disability)

Exclusions: Does not cover suicide; War and nuclear perils

Janata Personal
Accident
Insurance

Reliance General
Insurance

Premium rates vary depending
on the size of the group, the
sum insured and the term period

Standard premium rate is Rs. 15
for benefit sum of Rs. 25,000

Accidental death: Death resulting from an accident
Disability: Total or partial permanent disability resulting from an accident

In case of death of the policyholder due to accident, 100% of sum insured is paid to
the nominee

In case of loss of two limbs, two eyes or one limb/sight of one eye, 100% of sum
insured is paid to the policyholder

In case of permanent total disablement due to accident, 100% of sum insured is paid
to the policyholder

In case of total and irrecoverable loss of one limb/sight of one eye due to accident,
50% of sum inured is paid to the policyholder

Exclusions:

Does not cover suicide

Does not cover compensation for more than one injury during the term period
Pregnancy-related claims

War and nuclear perils
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Name of product

Insurance provider

Premium

Benefits and exclusions

Sankat Haran
Group Insurance
Policy

IFFCO Tokyo
General Insurance

No separate premium to be paid
as the farmer is covered
immediately upon purchase of a
50 kg fertilizer bag from any of
the agent companies

Accidental death: Death resulting from an accident
Disability: Total or partial permanent disability resulting from an accident caused by:

Road, rail and air accidents; Injury due to any collision/fall; Bursting of gas cylinder;
Snake bite; Frostbite; Burn injury; Drowning; Poisoning

In case of death of the farmer, Rs. 4,000 are paid to the nominee

In case of total permanent disablement or loss of two limbs, two eyes or one limb and
one eye, Rs 2,000 are paid to the farmer

In case of loss of one limb or one eye, Rs. 1,000 are paid to the farmer

Exclusions:; Does not cover suicide; Any existing disablement; War and nuclear perils;
Pregnancy or childbirth; Any breach of law with criminal intent

Janashree Bima

Life Insurance

For an individual: Rs. 200 per

Life: Natural and accidental death of the policyholder

Velgie. CEIERED LTI ({02, @ LY0Y _subsidy Disability: Permanent total disability due to accident (loss of two limbs or two eyes);
g)etéirtizt?/rgﬁnbc}g the Social Permanent partial disability due to accident (loss of one limb or one eye)
. . . Rs. 20,000 payable in case of natural death
Experience rating adjustment ) i
allowed after year 3: possible Rs. 50,000 payable in case of accidental death
reduction of premium related to | Rs. 50,000 in case of total permanent disability resulting from an accident
claim ratiofgroup size Rs. 50,000 payable in case of loss of two limbs or one eye and one limb resulting from
an accident
Rs. 25,000 payable in case of loss of one limb or one eye
Group Personal | HDFC Chubb Premium rates vary according to | Accidental death: Death resulting from an accident

Accident Policy

General Insurance

group size, sum insured and the
past claims history of the group
to be insured

Premium fixed at Rs. 60—70 for
Rs. 100,000 per annum

Disability: Total or partial permanent disability resulting from an accident; Loss of
some essential capacities resulting from an accident

Education: One-time child education benefit in case of death or permanent disability of
parent resulting from an accident

In case of death of the policyholder due to accident, 100% of insured sum is paid to
the nominee

In case of total permanent disablement including loss of two limbs, two eyes or one
limb and one eye: 100% insured sum

In case of loss of one limb or one eye, the policyholder receives 50% of the insured
sum

In case of incurable insanity, permanent loss of speech, complete removal of lower
jaw, permanent total loss of mastication, permanent total loss of central nervous
system or the thorax and all abdominal organs resulting in the complete inability to
engage in any job and to carry out daily activities essential to life without full-time
assistance, 100% of insured sum is paid to policyholder
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Name of product

Insurance provider

Premium

Benefits and exclusions

In case of permanent loss of hearing in both ears, 75% of sum insured is paid to
policyholder

Additional 25% of sum insured given on account of the following: dependent
daughter’s wedding costs and child education benefit

Exclusions:; Does not cover suicide or self-injury ; Does not cover for any prior
disablement

Accident
Insurance Policy

Cholomandalam Ms
General Insurance

Currently sold as a value-added
product for which no extra
payment is charged

Sold along with some of the
products manufactured by the
group’s sister companies

Premium rates in year 2 vary
according to size of the group
and sum insured

Accidental death: Compensation in case of death due to accident
Disability: Covers both permanent harm and temporary disability
Accident expenses: Compensation for injury caused by an accident

Covers, up to a maximum stipulated amount:; Loss of life due to an accident;
Ambulance hiring charges; Broken bones (fractures); Medical reimbursement;
Modification of residential accommodation and vehicle; Transportation of mortal
remains

Exclusions:; Does not cover suicide; Does not cover self-injury

Krishi Shramik
Samajik
Suraksha Yojana

Life Insurance
Corporation

For an individual: Rs. 365 per
annum

Life: On natural death of the member (before age 60); On accidental death of the
member

Lump sum survival benefits provided after each 10th year into the scheme

Disability: Permanent total disability due to accident; Permanent partial disability due
to accident

Pension: Pension paid to the member on reaching age 60

Rs. 20,000 payable in case of natural death, along with return of accumulated amount
+ interest

Rs. 50,000 payable in case of accidental death, along with return of accumulated
amount + interest

Rs. 50,000 payable in case of total permanent disability resulting from an accident
Rs. 25,000 payable in case of partial disability resulting from an accident

Lump sum survival benefits depending on the accumulated amount in his/her account
Pension paid depending on the accumulated balance in his/her account

If member has paid for a minimum period of 10 years, at least Rs. 100 will be payable
each month

Exclusions: Does not cover suicide
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Name of product

Insurance provider

Premium

Benefits and exclusions

Amartya Siksha
Yojana Policy

National Insurance
Company

The premium rates vary
depending on the number of
years for which the policy is
taken out and the number of
students (in case of a group
policy)

Minimum individual premium is
Rs. 50 and for group policy the
Premium rate is Rs. 100

Accidental death: Death caused by an accident
Disability: Total permanent disability resulting from an accident

Education: Covers the various following education costs:; Tuition fees; Boarding
expenses; Cost of books; Examination fees; Compulsory uniform; Any other
compulsory expenses to be borne under the recommendation of the head of
department/institution

Accident expenses: Reimbursement of hospitalization expenses arising out of an
accident

Exclusions: Does not cover any other benefits

Shakthi Security
Shield

Royal Sundaram
Alliance Insurance

Rs. 25 per annum for the basic
cover

Rs. 35 per annum when
extended to cover accidental
death for a woman

Accidental death: Accidental death of spouse (optional: accidental death of women)

Loss of income: Cash relief for the period when the woman is temporarily or totally
disabled

Assets: Loss or damage to dwellings and personal belongings due to fire or flood

Accident expenses: Reimbursement of hospitalization expenses arising out of an
accident

Cash relief in case of disablement of woman engaged in some kind of work: Rs. 100
per week (maximum Rs. 1,500)

Rs. 25,000 in case of accidental death of spouse/parent/guardian
Up to Rs. 1,000 for hospitalization expenses due to an accident
Up to Rs. 1,000 for loss or damage to dwelling

Up to Rs. 500 for loss or damage to personal goods

Up to Rs. 25,000 in case of accidental death of woman (optional)
Exclusions: Does not cover pregnancy-related expenses
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Table 7 shows that the broad trend is an annual premium of between Rs. 25 and Rs. 100 for
about Rs. 20,000 to Rs. 25,000 of cover. No company was willing to divulg e details of the
profitability of the products.

Table 8 calculates the pure premium (the amount required to pay losses aone) using a 0.25%
mortality rate, i.e., 1 policyholder out of every 400 dies during the term. This is broadly the
mortality rate experienced by Tata-AlG. This rate will vary from area to area, and in many areas
it will be much higher.

Table 8. Profitability (Loss) based on estimated mortality rate

Number of policyholders 100,000 100,000

Annual premium (Rs) 25 50
2,500,000 5,000,000

Mortality rate of 0.25% i.e. 1 policyholder in 400 dies

No. of policyholder deaths during the year 250 250

Benefits paid to policy holders 5,000,000 5,000,000

Loss on the policy (2,500,000) 0

Note: Thisisexclusive of any other expenses. Unless the mortality rates are dramatically less
than the one used in the table above it is highly likely that many of the life policies are being sold
at aloss to meet quota obligations.

One can extrapolate from the figures in the above table that many compet itors are taking a
loss on their products. If life insurance products are to be attractive not only to clients but also to
potential aggregators (agents like MFIs and NGOs), companies will need to distinguish their
products from their competitors’ on some basis other than price.

As resources are limited and (credit) life insurance is a rather ssmple product, assistance is
required for developing the following products: endowment policies, health insurance, weather -
based crop insurance and suitable insurance packages. A crucial area of involvement is the
provision of technical assistance to insurance companies prepared to provide innovative
products. This has been done by the United Kingdom’s Department for International
Development (DFID), which supported Tata-AlG in its development of the micro-agent model,
and by the World Bank, which supported ICICI Lombard in its development of weather
insurance.
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CHAPTER |Il. DISTRIBUTION CHANNELS

How can microinsurance products be sold and serviced cheaply? It is alow-value, high-volume
business. The following approaches have emerged in India to provide insurance to low-income
populations (only regulated channels are included here, not in-house schemes):

Partnership model

Agency model

Micro-agent model

3.1 Partnership model

The partner -agent model: How does it work?

As the name implies this model involves a partnership between an insurer and an agent that
provides some kind of financial service to large numbers of low -income people. This could be a
microfinance organization, an NGO, or a business that supplies precuts to large numbers of low -
income people, such as a fertilizer supplier. This party is an agent, selling insurance policies to
the clients on behalf of the insurance provider (usually) in exchange for a commission or fee.
The insurance provider utilizes the established distribution channels of this agent and its
financial transactions with low -income groups, that would otherwise be too costly to set up.

The partnership model uses the comparative advan tage of each partner so that each can focus
on its core business: the insurance provider is responsible for designing and pricing the product,
the final claims management, and the investment of reserves, and absorbs all the insurance risks.
In addition to selling the policies, the agent offers its infrastructure for product servicing such as
marketing the product, premium collection, and assists in claims management.

Pros and cons of the partnership model

Pros
« The system works better than in-house because the synergies are maximized, enabling

both organizations to focus on their core business and expertise ;

With a single partnership agreement it is possible to sell microinsurance to over a quarter

of amillion low-income people;

Requires fewer skills for the agent than an in-house model;

Uses legally recognized insurance companies that have adequate reserves, adhere to

capital requirements, employ certified insurance professionals, and operate under the

insurance law;

Insurer has access to reinsurance;

The overhead costs of both the organizations, the agent and the insurance company, are

reduced: the agent can use its infrastructure for collecting premiums, etc.; the insurer

provides the expertise on product development, etc. ;

It reduces the need to build the capacity of agents such as NGOs and MFIs to sl

insurance because the insurer can do some of this;
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Information asymmetries are minimized as the agent is familiar with the needs of clients
and their situations, which reduces the time needed for claims verification and settlement,
while receiving feedback on client satisfaction and product design, etc. ;

Theinsurer assumes al the risks;

The agent earns commission without risk, while the insurer earns profits.

Cons
« Because of the quota system, the most well-known agents are aready taken and have

existing relationships with insurers. There are still many other organizations, however,

that could act within a partnership;

The insurance provider is dependent on the quality of the agent ;

NGOs in particular are often ‘here today, gone tomorrow’, relying on donor recognition

and goodwill for their survival ;

Conflicts of interest may occur, especialy when working with non -financial institutions.

NGO or MFI staff or management may develop sympathy for a client and be lax about

underwriting or claims verification. It should be noted that thisis less likely to occur with

an MFI partner that is used to financial discipline with its lending activities.

A partnership model in India

BASIX is an NGO working in livelihood promotion in severa arid and backward districts
spread over seven states. BASIX works towards its mission of livelihood promotion by
providing a comprehensive set of services, which include Livelihood Financia Services
(Savings, Credit and Insurance) and Institutional Development Services. BASIX is
headquartered at Hyderabad.

As part of its mission to deliver comprehensive financia services to rural customers, BASIX
began its initiatives to deliver insurance services four years ag o, coinciding with the opening
up of the insurance sector. From the beginning, BASIX has actively partnered with multiple
insurance companies to design insurance products for rural customers. In the area of life
insurance BASIX began by working with ICICI Prudentia and currently works with AVIVA
Life Insurance Company. BASIX has worked with Roya Sundaram general insurance
company for the delivery of livestock insurance and ICICI Lombard for rainfall insurance.
BASIX is dso actively working with these and other insurers to design a suitable health
insurance product for its rura clients. In 2003, BASIX was aso given a Corporate Agency
license by the IRDA to distribute retail life insurance products from AVIVA. Source: E -mail
communication with authors.

Potential partners: MFIs

Appendix 3 contains a list with some contact information of MFIs in India. This is a good
starting place for potenatil providers of mciorinsurance services because MFIs are aready
providing afinancial service to low -income clients. In addition to thislist, the ILO in New Delhi
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has published a comprehensive study of all microinsurance schemes in India. ® The market is
dynamic, however, and MFIs and NGOs frequently change their partners when they are offered
better deals from insurers.

Potential partners: Commercial enterprises

There is some scope for working with commercial agents that sell goods and services to low -
income clients. This is already being done by IFCO Tokyo, which cooperates with fertilizer
sellers. The sameistrue of ITC, which has joined up with a number of insu rers.

Potential partners: Non-financial NGOs

A vast number of non-financia NGOs have access to low-income clients. These include lobby
groups or groups that provide paralegal advice. They would need to be considered on a case -by-
case basis as they vary greatly in their capacity and desire to work with commercial insurers. °

Potential partners: Banks

Most private banks do not lend to low -income clients so connections like the one Bajgj Allianz
AG has with Standard Chartered Bank would not be of much use in the low-income market. This
explains the use of microfinance institutions. But there may be some unexplored possibilities
with banks.

In Indiathere is an important Linkage Banking programme run by NABARD with the support
of GTZ. Under the programme, NABARD provides wholesale finance to banks for loans given
to the rural poor, who are formed into savings and credit self -help groups (SHGs). Over the last
12 years, NABARD has been able to increase substantially the outreach of banking in rural
India. Cumulatively, banks have lent Rs. 39.04 hillion to 1,079,091 SHGs. NABARD has
extended a refinance of Rs. 7.06 billion to banks during 2003 -2004, bringing the cumulative
refinance amount to Rs. 21.24 billion.

In total, there are 66,200 bank branchesin India, of which rural branches accounted for nearly
half. A bank branch serves on average about 15,000 clients. About 16 million poor households
have gained access to the formal banking system through the SHG Bank Linkage programme. So
far, SHG savings were a route to bank loans and improved risk management for the poor
(women). A significant portion of SHG members contacted by the GTZ NABARD project have
reported that they save between Rs. 1,000 and Rs. 5,000 per year, some people having
accumulated savings up to Rs. 10,000, with their SHG or in private bank accounts.

At present, NABARD operates through state-owned banks, and it requires that insurance be
sold by borrowers who take up a NABARD -funded loan. These loans are not through self -help
groups, however, and tend to be towards somewhat wealthier farmers. The insurance is part of
the state-run National Agricultura Insurance Scheme (NAIS) or Rashtriya Krishi Bima Y ojana
(RKBY), acrop insurance scheme mentioned in the section on products.

® To obtain the study, contact Marc Socquet. (socquetm@ilodel.org.in), tel 00 91 11 24602101-02-03.
°A good source of information on Indian NGOs can be found on www.indianngos.com
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One private bank, Chitradurga Gramin Bank (sponsored by Canara Bank), has sold
microinsurance to SHGs, partnering with LIC and UIIC. The scheme is a fairly typical life
insurance policy offering insurance coverage of Rs. 25,000, in case of natural death and Rs.
50,000 in the case of accidental death.

Banks, at this point state banks, are thus an important potential partner for insurance
companies (at this point only state insurance companies). In sum, they reach large numbers of
low-income clients through the SHG linkage model, and they accept savings that can be used to
pay premiums. The success of SHG Banking depends to a large degree on the staff’s
participative role in handling the new *SHG window’. Banking with self -help groupsiis different
from individual banking, and there are still some problems getting staff fully trained to deal with
SHGs.

Moreover, banks cannot establish such a costly service structure for offering integrated
insurance services to the poor.* Health insurance and hospitalization insurance require special
care and supervision and an indemnity regulation system that would overcharge the banking
system completely. Those banks with substantial experience with a new group of clients,
particularly the self-organized women from the poorer strata of the population, have not yet
applied those insurance systems for their new SHG clients. They found it difficult to identify,
design and sell adequate insurance products on their own or in cooperation with insurance
companies.

As banks are selling agricultural (individual) insurance linked with livestock loans, they
could, however, start selling group microinsurance for similar products (e.g., for cattle).

Recommendations regarding banks

At the moment, state banks are working with public insurers. This may be changing, and Allianz
AG and similar institutions should monitor the situation (with the Reserve Bank of India, the
IRDA and NABARD). As far as private banks go, few reach the socia sector (although many
reach the rural sector). (For sector definitions, see Appendix I11.) LIC has broken new ground in
reaching the socia sector viaits link -up with the Chitradurga Gramin Bank. Allianz AG should
see if any other private banks begin to service the social sector and then explore partnering with
such banks.

Banks that work with SHGs are important potential partners. It would be useful to create
awareness of the potential among state banks and to help build their capacity to deliver
microinsurance to SHGs.

Many NGOs and MFIs that partner with insurer s are in need of capacity-building to help
ensure that (a) they get the best deal from the insurer and (b) manage the relationship efficiently.
In order to get the best deal from insurers, NGOs and MFIs need to know exactly how much it
will cost them to do the agency work. Very few NGOs and MFIs cost their activities effectively,
and this adversdly affects their sustainability. It would be useful to assist them in costing their

a1z study: “Banks with SHG Portfolio as Agents of Microinsurance Products for the Poor in | ndia”, Erhard Kropp, March
2004, GTZ-NABARD Project.
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activities. The Consultative Group to Assist the Poor, a multi -donor group (www.cgap.orq), has
developed a detailed, costing training course for MFIs.

In the ‘Concept Paper on Microinsurance’ the IRDA envisages a minimum training
requirement for MFI and NGO agents. Although most of the work of th e agents will be related to
the specific product they sell and the specific relationship they have with the insurance company,
there will be a minimum core common to al agents, for example, the basic principles of
insurance and selling techniques. As such material would benefit al parties, it would be useful to
hold a workshop with insurers and MFIs, decide what training would be useful for al, and then
develop training materials on the common themes.

3.2 Agency model

The agency model: How does it work?

In this model the insurer uses its normal agency office and sells microinsurance products
directly. The client comes to the agency office for sales and servicing of the product. Insurers
described this model but the authors could find no examples of it operating in practice.

Pros and cons of the agency model:

Pros
Does not require much additional investment in infrastructure ;
Better control of the quality of the agent than with the partnership model.

Cons
Difficult to reach large numbers especialy in rural areas where clients may be unwilling
to travel to the office;
Agentswill need specia training in dealing with low -income clients;
Offices may intimidate poor clients;
Individual policies only would be sold; generaly such microinsurance policies have not
proved commercialy viable.

3.3 Micro-agent model

The micro-agent model: How doesit work?

While the partnership model is relatively common, the micro -agent model described below is
unique. It is the invention of Tata-AlG, specifically an employee of Tata-AlG, Vijay Artherye.
The centra building blocks of the model are Rural Community Insurance Groups (CRIGS)

supervised by rural organizations such as churches, NGOs or MFIs. CRIGs are a partnership firm

formed of five women from a self -help group (SHG). The leader of the CRIG is licensed as an
agent. The CRIG is a de facto brokerage firm (in the technical, not the legal sense of the term).

All CRIGs in the same geographic area meet in a single centre, usually organized with the
assistance of the rural organization, and receive training and assistance from Tata-AlG. This
practice reduces training costs.
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Micro-agent model: Profile and workings of atypical CRIG

Most CRIGs consist of four to five members. These members are usually women who are pa rt of
an SHG. The typica profile of a member would include communication skills, acceptance of

insurance, preferably educated up to the 10th standard, with influence in the SHGs, and capable

of doing some paperwork. The CRIG has a leader appointed by Tata-AlG on the advice of the
rural organization. A typical leader will be educated to the 12th standard or above, have a good

track record of past social -sector performance and integrity, be systematic and organized, with

leadership qualities, and public speaking and training skills. Thisleader istrained by Tata-AlG to
obtain a corporate agent’s license. The CRIG as awhole isregistered as a body under the Andhra
Pradesh Societies Act (where the model is currently being used).

The CRIG leader and members are involved in promotion, sales and collection of insurance
proceeds and maintaining records. The CRIG leader will document al fortnightly CRIG
meetings and all weekly meetings with the NGO concerned.

Pros and cons of the micro-agent model
Pros
« Themodel creates an insurance distribution infrastructure in low -income neighbourhoods.
In addition, it creates a new profession, that of micro-agent, with new livelihood
opportunitiesin his/her vicinity;
Sustainability: Because the position is a commercial one with financia incentives, Tata-
AIG believes that it will last in the long term, facilitating the sale of long -term products.
As mentioned under the partner -agent model, NGOs and MFIs are often dependent on the
goodwill and public recognition of aid flows, and so their long-term existence is
precarious. Chances are good that CRIGs, being registered firms, will survive, in the event
of a member or leader dropping out. The leader could be replaced by another from the
community, thus mitigating the risk of orphaned policies;
In the event that a CRIG disbands, the orphaned policies can be taken over by another
CRIG that operates under the same NGO.

Cons
Training is costly, especidly in relation to premium values;;
The transaction costs of the sales agent are cheap at first but increase as soon as the agent
has sold to al the peoples/he knows and needs to sell to strangers, especially to those
living far away;
In many cases in the partnership model, when a claim arises the MFI or NGO investigates
the clam, pays the benefit immediately, and then claims it back from the insurer.
Immediate payment of claims helps maintain client confidence, and this is not possible
under the CRIG system;
This model is new, and much more experience is needed before it can be reas onably
evaluated.
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CHAPTER |V. SOCIAL SECURITY IN INDIA:
OVERVIEW AND ROLE OF MICROINSURANCE

The maority of the working population in India is ‘employed’ in the informal sector. Economic
development in India has not resulted in the formalization of emplo yment that occurred in
countries that industrialized in the early 20™ century. In some sectors there has been an increase
in formal-sector workers; in many other sectors, however, an informalization has taken place
through subcontracting and outsourcing. Approximately 90 percent of the working population of
India is employed in the informal sector. As less than 10 percent of the workers have formal
contracts, the contributions by employers and employees are relatively low. This presents a
challenge to the State in obtaining funding for social security programmes.

Approximately 3.75 million people (ILO, 2000) are covered by official social security
programmes in the formal economy. Some of the (roughly) 60 percent of workers classified as
‘unorganized’ workers are in a position to pay significant insurance contributions. The lower -
income groups and the poor can only afford small payments, however. Thirty percent of the
unorganized workers in India consist of very poor groups who are unlikely ever to be in a
position to make contributions and become members of a contributory social security system.

Which social risksareprioritiesin India?
The following social risks emerged as priorities during the authors’ consultations with various
stakeholdersin India (the list is not ranked):
Health and incapacity for work (e.g., illness, disability, accidents —either occupational or
non-occupational);
Lifecyclerisks (e.g., death, old age) ;
Economic risks (e.g., unemployment, loss of property, crop failure) ;
Natural disasters (e.g., floods, droughts, earthquakes).

4.1 Strategies to manage risks

This section of the report focuses on mechanisms used to manage socia risks. There are four
broad categories:

Informal individual mechanisms and self -help groups

Informal and semi-formal cooperative systems

Formal private systems

State socia security schemes

Informal individual mechanisms and mutual aid groups. Families, households and other
informal sources of assistance play a key role managing social risks. These mecha nisms are very
restricted in scope, however, as the financia consequences of a risk are often greater than
household assets.
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Informal and semi-formal cooperative systems. India has a well -developed non-governmental
sector that is active in poverty aleviation. The concept of socia protection, however, is
relatively new to many of them. The following are some of the achievements of this sector:

« Ex ante (preventive) strategies that are directed at preventing or minimizing the
occurrence of emergencies and also lower exposure to risks: employment diversification,
income-generating measures, skills training programmes for selected groups (e.g.,
adolescents, women), promotion of the use of pesticides to reduce the risk of crop failure,
promotion of cattle inoculation, and various preventive health measures.

- Mitigation strategies to minimize the impact of shocks and emergencies: microinsurance,
savings and credit products offered by microfinance institutions (e.g., savings products for
medical expenses, savings products for additional provision for old age, etc.).

« EX post (coping) strategies to help overcome the consequences of catastrophic events:
credit products for contingencies, grain banks, agreements with doctors and chemists to
improve the quality of treatment and to reduce the cost of medicines, assistance for
accessing state schemes (after natural disasters, for example), monitoring of state primary
health centres to improve medical services.

Formal private systems (including microinsurance). The liberalization of the insurance
market for private insurance companies widened the range of available insurance products. This
occurred in tandem with an expansion of MFIs and NGOs in the market in the 1990s. The kinds
of products sold by this sector are discussed in detail in this report in the section on demand.

The risk management strategies mentioned above should be offered as complementary
services within a multi -pronged approach integrating basic insurance and social assistance by the
state, formal private systems and collective systems. They combine preventive and precautionary
measures, mitigation and coping strategies. The table below indicates how various measures can
be used to mitigate or prevent the consequences of risks facing low -income househol ds.

Table 9. Measures for risk management

State schemes Formal private systems |Informal collective mechanisms
Risks:
Health Social health Health microinsurance Contingency funds, special
insurance Separate products for savings Products for medical
Subsidized women of productive age |treatment expenses
microinsurance
Accident, disability | Social assistance | Accident/disability Emergency loans
RICHIEIES eelistlteines Solidarity funds for disabled
persons

Advocacy for safety at work

Life cycle risks:

Death Extension of ESI Microinsurance Asset building
Savings

Old age provision | Extension of EPF | Micro-pension Asset building
Social assistance | Endowment funds Savings
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State social security schemes: In India there are a number of central and state government
socia security programmes. They can be divided into the following categories:
« Socia assistance programmes funded by the central and state governments ;

Welfare funds for selected industries and occupational groups in the informal economy ™
administered by Tripartite Boards;
Socia insurance primarily for the formal economy ;
Subsidized insurance and microinsurance for groups below the poverty line ;
Emergency assistance after natura disasters, for example by the Natural Disaster
Management Authority in the Ministry of Agriculture (Drought Prone Areas Programme
and Housing Programme for earthquake victims).

Although large in number, their usage is very small. The table in Appendix 4 gives an
overview of the various measures through which the State helps manage the risks mentioned in
the section above.

Despite the large diversity of programmes, the National Commission on Labour (2000) and
the Social Security Association of India cited the following challenges, among others:

« A number of central government acts (e.g., the Construction Workers Act) are not
implemented by all the states.
Socia security programmes are not based on an actuaria analysis; contributions and
benefits are often determined by politicians. Although significant portions of the central
and states’ budgets are absorbed by these programmes, the financial benefits offered do
not cover the entire consequence of the peril. For example, there is a national pension in
India for destitute widows. The benefit is set at Rs. 75 per mo nth. This is 15 times less
than the dollar-a-day poverty line.
There is often limited coordination between state and centra government on socia
security.
The programmes are often inefficiently managed.
The benefits of some programmes are designed in an arbitrary fashion; e.g., the National
Socia Assistance Programme has an upper limit for the number of entitled recipients.
Once the quotais exhausted, other entitled persons do not have access to the funds.
The programmes were developed in a top-down approach and are often not in tune with
the needs of the beneficiaries. They are supply driven rather than demand oriented.
Institutional arrangements are not conducive to reaching unorganized workers and
providing reliable socia security. The quality of health care is very low and has resulted
in amassive private health-care industry. As this sector is not regulated, however, services
are very diverse and often more expensive than the public system’s health -care system
without offering better care.

! Beedi Worker Welfare Fund, Cine Worker Welfare Fund, Iron, Manganese and Chrome Ore Labour Welfare Fund,
Limestone and Dolomite Labour Welfare Fund, Mica Mines Labour Welfare Fund
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4.2 Political developments in social protection

The current Government has recognized the need for socia protection in the informal economy
and has drafted legidlation at the central level. As social protection is a concurrent subject, states
are free to pass their own socia security laws and pursue their own social security projects as
long as they do not contradict existing central government laws. Except in Tamil Nadu, Madhya
Pradesh, and Kerala, comprehensive bills for the unorganized workers, providing social security
oriented at ILO standards, have not been passed.

The central Government has initiated steps to facilitate better access by the poor, especialy in
rurad areas. It has passed the Common Minimum Programme, according to which the
Government shall extend “socia security, health insurance and other schemes for such workers
like weavers, handloom workers, fishermen/women, toddy tappers, leather workers, plantation
labour, beedi workers, etc.” In order to meet these commitments, a National Commi ssion on the
Unorganized Sector was set up and tasked with making recommendations on social security.

The central Government has decided to extend the statutory social security cover, Employees
Socid Insurance (ESI) and Employees Provident Fund (EPF), which hitherto only applied to
workers in the formal economy in enterprises located in large cities, to towns with a population
of more than 10,000 and is planning to extend the coverage to establishments with five
employees. This would extend the coverage tremendously. Furthermore, the Government is
considering extending the benefits on a voluntary basis to selected groups of informal workers
such as construction workers. Although this would be an important step, it would benefit only a
relatively small number of workers since employer -employee relationships are often difficult to
identify, are seasonal and often migratory.

As part of the decentralization process, these measures can then be implemented through local
self-government bodies: Panchayati Rg) Institutions (PRI). The PRI have the mandate to collect
taxes, pass development plans, implement government schemes, etc., and hence interesting
options emerge, which would alow the PRI to play a bigger role in socia protection. In
Maharashtra, sector committees would be given growing responsibilities with regard to social
protection programmes. Their mandate includes registering potential beneficiaries (targeting) and
carrying out a needs survey for social security schemes and insurance products. The co mmittees
have also been entrusted with managing (heathcare) centres in cooperation with NGOs on a
case-by-case basis. This will improve the quality of primary health care and help administer
social assistance programmes more efficiently.

4.3 Gaps in existing social security schemes

In addition to the limitations of the social protection measures mentioned above, a high demand
exists to combat the effects of natural disasters. Ex post coping mechanisms primarily offered by
the Government are not suffici ent. Microinsurers often exclude covariant risks (that is, risks that
affect large numbers of people in alocality at the same time, such as drought or flood) from their
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portfolio. By providing reinsurance™ it may be possible to get microinsurers to drop covariant
risk exclusions. Moreover, the effectiveness of existing risk management strategies could be
enhanced if arisk and vulnerability analysis were carried out and the effectiveness of existing
risk management strategies assessed. On the basis of this analysis a comprehensive approach of
various risk management instruments should be applied complementing each other. Experience
reveals that this systematic approach islacking.

It would be poor public relations to exclude covariant risks from policies. From a PR
perspective it would be better to include them and to obtain reinsurance for them. Perhaps an
aternative is to recommend index-based insurance and exploration of the role of government as
akind of reinsurer.

It would be useful to promote reinsurance that is specifically targeted to microinsurance.

Recommendation: It would be useful to assess existing tools for risk and vulnerability
analysis and adopt them to the requirements of NGOs/MFIs and other organizations of civil
society (but also for bodies of the local government). A similar tool for analy zing the
effectiveness of existing risk management strategies should be devel oped.

Although microinsurance has a great deal of potentia for meeting some of the risk

management needs of the poor in India, it has significant limitations. For example:

« Operation at scale: Since microinsurance is based on the risk pooling and solidarity that
exists among poor and low-income groups the coverage is significantly smaller than if it
were across all sections of society;

«  Since premium payments are low, the scope of benefits and servicesis also limited (unless
contributions are made by the Government and/or the employer) ;

« The systems are most often operated by NGOs with limited outreach and set up within
relatively small communities (villages, small occupational groups).

4.4 Possible microinsurance partnerships in India: Donor agencies
Multilateral organizations

ILO New Delhi has set up a task force on socia protection. The role of this task force is to
advise the Ministry of Labour on socia protection. ILO is particularly interested in promoting
microinsurance as part of the social security package. The organization has carried out a number
of crucial background studies on microinsurance, and much o f the information has been used in
the compilation of this report. ILO is interested in jointly implementing pilot microinsurance
activities, linking them to the broader context of socia protection. For more information, please
contact: Marc Socquet, Senior Specialist on Social Protection, Informal Economy and STEP -
Asia Coordinator, socquetm@ilodel.org.in and socquet@ilo.org

'2 Reinsurance - The practice whereby one party called the Reinsurer in consideration of a premium paid to him agrees to
indemnify another party, called the Reinsured, for part or all of the liability assumed by the latter party under a policy or
policies of insurance which it has issued. The reinsured may be referred to as the Original or Primary Insurer, or Direct
Writing Company, or the Ceding Company. In short: it means insuring the insurers.
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ILO Geneva and the Universities of Geneva and Cambridge are conducting a series of applied
studies on the smart use of subsidies that enable greater access to financial services by the poor.
This would be a good opportunity to collaborate on the design of subsidies for the insurance
sector. For more information, please contact: Bernd Balkenhol, Head of the Social Finance
Programme, ILO, Geneva, balkenhol @ilo.org

The World Bank is carrying out a pilot project on weather insurance together with ICICI
Lombard and BASIX. For information, please contact: Paul Segel, psiegel @worldbank.org

GTZ has a Poverty and Socia Impact Analysis (PSIA) action research project in India. For more
information, please contact: Ruediger Krech, Head of the Social Protection Unit of GTZ,
ruediger.krech@gtz.de

Asian Development Bank: The Indian Ministry of Finance has requested the ADB to undertake
a comprehensive study on Pension Reform for the Unorganized Sector. For more information,
please contact: Axel Weber at ADB and Chris Butel, Team Leader, chris@iief.com

Bilateral organizations

USAID is supporting a pilot project for cashless health insurance with ‘Healing Fields’.
Expanding this initiative to other locations should be explored with USAID. For more
information, please contact: Mukti K. Bosco, mukti.bosco@healing-fields.org

GTZ/BMZ (German Ministry for Economic Development and Cooperation) is currently
negotiating a new project on social protection. It will provide support to a variety of social
protection schemes in India, both public and private. For more information, please contact:
Ruediger.Krech@gtz.de

Another project of GTZ is the GTZ-supported Health Programme. This aims at improving
health-care facilities and developing health insurance. Health insurance is a component of this
project. Finally, the GTZ NABARD linkage project has aready been disc ussed in the section on
demand. For more information, please contact: Marie-Luise Haberberger, Chief Technical
Adviser, Marie.Haberberger @gtz.de

The public-private partnership (PPP) agreement between Allianz AG (in India, Bajg Allianz
AG) and GTZ aims at developing customized insurance products for poor and low -income
groups and strengthening institutional capacity for efficient implementation. For more
information, please contact: Bernd Lunkenheimer, Head of PPP Unit,

Bernd.Lunkenheimer @gtz.de

International NGOs
CARE International is supporting three microinsurance schemes.

The Ford Foundation is currently supporting SEWA’s microinsurance programme. For more
information, please contact: Rehka Merothra.
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CHAPTER V. SUMMARY
RECOMMENDATIONS

5.1 Issues in product design

Designing microinsurance policies requires intensive work and is not simply a question of
reducing the price of existing insurance policies. It requires among other things different
marketing, and different distribution and servicing channels. Tata-AlG for example, has a team
of 14 people working solely on microinsurance.

Because of the quota system the largest and best -known intermediaries (NGOs/MFIs) already
have existing relationships with commercia insurers that they often wish to keep. The
implication of this is that insurers will need to think more creatively about their products and
relationships with the intermediaries if they hope to convince them to change companies. It
implies also that insurers should start exploring di stribution models other than partner -agent.

It islikely that many life microinsurance policies are making aloss. If insurers want their life
insurance products to be attractive not only to clients but also to potential aggregators (agents
like MFIs and NGOs), they would need to distinguish their products from competition on some
basis other than price. Discussion with a number of MFIs and NGOS has indicated that one of
their mgjor difficultiesis the lack of service from their insurance partners. This has often caused
them to change insurance partners. It would be worthwhile looking at the reasons for Allianz
AG’s successful relationship with ASA (Activists For Social Alternatives, an NGO working for
the development of the poor in the drought prone, pov erty ridden area of central Tamil Nadu).

Exclusion of covariant risks from policies creates a public relations problem. From a
marketing perspective it would be better to include them and to obtain reinsurance for them.

Life microinsurance is the easiest cover to offer and also the most widely offered. An insurer
would need to create a very attractive policy if they want to stay with life microinsurance. It is
worth exploring other types of microinsurance as a means of attracting good partners. Crop
insurance has by and large proved unsuccessful. Health insurance is difficult because of the lack
of private hospitalsin poor rura areas. Weather indexing is proving a possible insurance option.

5.2 Marketing microinsurance

Tata-AlIG has had success building trust with the potential microinsurance market by
emphasizing its Tata links. Tata is a trusted company or at least deemed unlikely to
misappropriate premiums by low-income clients. Others insurers with trusted local partners
could make use of their connection to these partners for the same purpose.

In addition, public reimbursement of claims, for example at village meetings, is important. It
demonstrates the advantages of having insurance with areal example.
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Other microinsurance marketing tools used are exposure tours, where village leaders from
villages with policyholders are sent to other villages to show the advantages of having insurance.

Also important are careful, well -managed rejection of claims where the reasons are made
clear to all the villagers.

Finally, as with high premium insurance, monitoring of customer satisfaction is critical,
especially with respect to lapses and non-renewals, reinforced by a mechanism to act on the
information that emerges from this monitoring.

5.3 Distribution channels

The report lays out the pros and cons of a variety of distribution models. These are not
mutually exclusive, and a combination of methods can be tried.

The passage of the *Microinsurance Concept Paper’ by the IRDA should be watc hed
carefully. In its draft form, it implies (ambiguously) that one MFI or NGO can only have a
relationship with one insurance company. If the regulation comes to pass it will make using the
partnership model as a distribution method more difficult.

At the present time, state banks are working with public insurers. This may be changing, and
Allianz AG and similar institutions should monitor the situation (with the Reserve Bank of India,
the IRDA, and NABARD). As far as private banks are concerned, few re ach the social sector
(although many reach the rural sector). LIC has broken new ground in reaching the social sector
viaits link-up with the Chitradurga Gramin Bank. Institutions such as Allianz AG should see if
any other private banks begin to servicet he social sector, and then explore partnering.

5.4 Consumer protection

If the IRDA decides to create specific microinsurance regulation to support currently
unregulated microinsurance schemes, for example in-house schemes run by MFIs, its
development could be supported by donors.

It would be useful to help establish consumer protection mechanisms for clients of
unregulated microinsurers.

Should requests of support come from NGOs running in-house insurance schemes, donors
should remember that these schemes are unregulated and carefully weigh up the costs and
benefits of supporting such schemes. These are outlined in the report.

5.5 Promote microinsurance regulation

It would be useful to do research on the quota system to see whether the benefi ts outweigh the
costs and whether such a system would be useful policy in other countries.
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5.6 Expanding the industry

The IRDA is tasked with promoting the insurance industry. The IRDA aready runs
televisions campaign aimed at middle-income consumers endorsing the safety and security of the
insurance firms that it regulates. It would be good if such a campaign could be extended to
microinsurance. Other mediums could be explored for this, including radio. UNDP and/or GTZ
could support such campaigns.

5.7 Supporting microinsurance innovation

The Terms of Reference of this report did not include the design of new products. Research
was confined to describing and analy zing existing products. Innovations are few and far between
in India, and most of this text reports on different replications of the partner -agent model. It
would be worthwhile to design innovative products. The advantages and limitations of various
models outlined in this report could assist an agency that undertakes this task. The proce sses of
creative design, marketing and distribution are to be taken up in the follow up to the studies.

As resources are limited and (credit) life insurance is a rather simple product, assistance is
required in developing the following products. endowm ent policies, health insurance, weather -
based insurance and other suitable insurance packages. A crucia area of involvement is the
provision of technical assistance to insurance companies prepared to provide innovative
products. This has been done, seemingly successfully, by DFID, which supported Tata-AlG in its
development of the micro-agent model, and the World Bank, which supported ICICI Lombard in
its development of weather insurance.

Banks that work with SHGs are important potential partners. It wo uld be useful to create
awareness of the potential among state banks and to help build their capacity to deliver
microinsurance to SHGs.

5.8 Gender and microinsurance

Thereisalack of tools to understand the gender -specific demand for microinsurance in India
It is important to know what women want from microinsurance and what they are willing to pay
for. In particular, it is crucial to consider the benefit package. In life insurance, for example, it
may be important for the beneficiary to be the dau ghter (held in trust for her if she is a minor)
rather than the husband. In health insurance, it may be important to ensure that the entire family
is covered rather than just the women if the women are in aweak position in the household.

Because many of the concerns of women are not easily insurable, e.g., maternity costs, it
would make sense to consider combining insurance and savings. In this way, for example, a
woman could use her savings to cover the cost of a normal delivery, and insurance to cover the
cost of unexpected complications.
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5.9 Capacity building

Many NGOs and MFIs that partner with insurers are in need of capacity -building to help
ensure that (a) they get the best deal from the insurer and (b) they manage the relationship
efficiently. In order to get the best deal from insurers, NGOs and MFIs need to accurately cost
the agency work. Very few NGOs and MFIs cost their activities effectively, and this adversely
affects their sustainability. It would be useful to assist them in conduct ing regular costing
activities for al their products. The Consultative Group to Assist the Poor, a multi -donor group
(www.cgap.org), as well as MicroSave (www.microsave.org), have developed detailed, costing
toolsfor MFls.

In the ‘Concept Paper on Microinsurance’ the IRDA envisages a minimum training
requirement for MFI and NGO agents. Although most of the agents” work will be related to the
specific product they sell and the specific relationship they have with the insurance company,
there will be a minimum core common to all agents, for example, the basic principles of
insurance and selling techniques. As such material would benefit all parties, it would be useful to
hold a workshop with insurers and MFIs, decide what training would be useful for all , and then
develop training materials on the common themes.

5.10 Working with community-based insurance models

There are many community -based insurance programmes in India. Unfortunately, there is no
legal basis for these operations, and they all oper ate in a legal vacuum. Moreover, commercial
insurers have begun to complain to the regulator that community -based insurers bear none of the
regulatory costs and therefore compete unfairly with regulated insurers. Because they operate in
alegal void (some argueillegally), the authors cannot recommend that donor agencies and others
work with them. They do, however, often provide excellent service to low -income clients.

5.11 Prospects for reinsurance

Only regulated reinsurers can provide reinsurance. Allianz AG, UNDP, and GTZ are not
licensed reinsurersin India and therefore cannot provide reinsurance.

Reinsurance (and associated technical assistance from reinsurers) cannot be provided to
community-based models in India as only reinsurers can sell reinsurance to regulated insurance
companies.

Microinsurance in India can only legally be provided by regulated insurance companies. (See
pages 12-13 of this report.) It tends to be an absolutely insignificant share of commercial
insurers’ total exposure (usually much less than 1 percent). Reinsurance of microinsurance
portfolios of commercial insurers would make little difference to the stability of commercial
insurers.

One recommendation is to start a fund to provide cheap reinsurance to insurers that exceed
their legal requirements in terms of the sae of microinsurance. In addition to this, those
commercial insurers that exceed their targets could be assisted in forming an association
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supported by donors. Experience has shown that giving donor attent ion to the microinsurance
departments of commercia insurers tends to increase their profile within their companies. It
should be borne in mind that microinsurance is often either a loss -making division or one that
makes comparatively tiny profits. The rel nsurance is thus a small part of a larger package of
support to commercia insurers that exceed their targets. By itself, the reinsurance is a minuscule
incentive to commercial insurers to exceed their targets.

5.12 Building on the limited demand studie s

The limited demand studies that have been conducted in India and discussed in this report all
indicate a demand for microinsurance. It would not make sense to conduct an all -India demand
study of microinsurance. Aside from the cost of such a gargantuan effort, the information on
demand needs to be detailed to allow for the answering of specific questions about particular
products in particular places, e.g., who demands a product with certain features, and where. This
should be done as part of the develo pment of particular microinsurance products.

5.13 Policy work/Engaging the State

The state body that has largely driven microinsurance in India has been the IRDA. It would be
helpful if microinsurance that worked with private-sector insurers could be explicitly part of the
Government’s social security plan. This suggestion in no way implies a reduction in the duty of
the State to be responsible to its citizens for social safety nets. There are many ways in which
this collaboration could work to the benefit of both parties. For example, if the State collected
better actuarial data, insurers would be more likely to provide types of insurance they found
difficult to price, e.g., health insurance. With active state intervention there may also be new
possible roles for state health-care facilities in private health insurance.

5.14 Data collection

It would be useful to create an agency to collect, store and provide insurance data. There is a
need to develop a common format for the collection of data. Ther e should be a market body,
which can take the responsibility of maintaining and sharing the data with insurance companies.
This body could aso lobby the Census Department to obtain relevant data for insurance
companies.

5.15 Microinsurance awareness

The regulator should take the responsibility of creating awareness among low -income people
of microinsurance, as it is for the public good. The regulator should take the responsibility of
developing the sector more actively. The regulator could create pub licity by developing audio-
visual and other insurance literacy programmes. If the IRDA wished to take up thisrole it could
be assisted in doing this.
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5.16 The role of subsidies in microinsurance

The mix of subsidized microinsurance products from state insurers with unsubsidized
products from private insurers has the danger of polluting the market. The regulator and the
Government should consider less harmful subsidies. For example, they could provide a subsidy
either for marketing of products or buil ding infrastructure. The Government could aso consider
allocating subsidies to the design of new products (such as health products).

5.17 Establishment of a microinsurance council

There is a need to establish a council of microinsurance representativ es, regulator and
government. This body should meet on a regular basis to discuss the issues and strategies to
develop the sector. This body can aso help to develop regulations. It could help facilitate the
sharing of information between insurers.
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APPENDICES

Appendix I. List of people met during the visit

Date of Name Institution Institution | E-mail
meeting Type
14.03.05 Prof. Rajasekhar Institute for Social and Economic | Academic raja@isec.ac.in
Change (ISEC)
15.03.05 R.K. Subrahmanya Social Security Association of NGO ssanantha@yahoo.com
India
17.03.05 Mukti K. Bosco Healing Fields Foundation NGO mukti.bosco@healing -fields.org
(USAID-supported intermediary
health microinsurance)
18.03.05 Vijay Kumar SERP (World Bank-supported Society vijay@velugu.org
rural development project) established
by WB
18.03.05 Edgar Balbin Bearing Point Consultancy
firm
18.03.05 T. K Banerjee IRDA State
19.03.05 P. Sai Gunaranjan Basix NGO gunaranjan@basixinida.com
19.03.05 Sitaram Rao SKS Microfinance NGO sitaram@sksindia.com
20.03.05 Prema Gopalan SSP (MFI network in NGO sspindia@vsnl.net
Maharashtra)
21.03.05 Capt. Sanjay Moholkar | Bajaj Allianz AG Insurer Sanjay.moholkar@bajajallianz.co
in
21.03.05 Carsten M. Glombik Bajaj Allianz AG Insurer Carsten.Glombik@bajajallianz.co
in
21.03.05 Sam Ghosh Bajaj Allianz AG Insurer Sam.ghosh@bajajallianz.co.in
21.03.05 Shreeraj Seshpande Bajaj Allianz AG Insurer Shreeraj.Seshpande@bajajallian
z.co.in
21.03.05 Sanjay Jain Bajaj Allianz AG Insurer Sanjay.Jain@bajajallianz.co.in
21.03.05 Jaydeep Sarkar Bajaj Allianz AG Insurer Jaydeep.Sarkar@bajajallianz.co.i
n
22.03.05 Francois-Xavier Hay UpLift India Association/Inter Insurer acfxhay@yahoo.fr
Aide (health microinsurance
Pune)
22.03.05 Vijay Arythere Tata-AlG Insurer Vijay.Athreye @tata-aig.com
22.03.05 Rupalee Ruchismita ICICI Bank Insurer rupalee.ruchismita@icicibank.co
m
22.03.05 Ms. Smita Agarwal ICICI Lombard Insurer
23.03.05 K. Chandra Mouli Joint Secretary, Ministry of State
Labour
24.03.05 Andrea Johnson KFW Donor
25.03.05 Marc Soquet ILO Donor
29.03.05 Hans Steinmann, GTZ | Health Programme Donor ip.steinmann@gqtz.de
30.03.05 M. L. Haberberger, NABARD Financial Development | Donor Marie.Haberberger@gtz.de
GTZ Project
31.03.05 Chris Butel ADB Donor chris@iief.com
31.03.05 Gautam Bhardwaj Invest India (micro-pension) NGO gautam@iief.com
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Appendix Il. Ongoing capital requirements for an insur ance company in India

Every insurer shall, at all times, on or after the commencement of the Insurance Regulatory and

Development Authority Act, 1999, maintain an excess of the value of his assets over the amount
of hisliabilities of not less than the amount arrived at as follows. (hereinafter referred to in this

section as the "required solvency margin™)

() in the case of an insurer carrying on life insurance business, the required solvency margin
shall be the higher by the following amounts:
(@) fifty crores of rupees (one hundred crores of rupeesin case of reinsurers); or
(b) the aggregate sums of the results arrived at in items (1) and (I1) stated below:
(1) the aggregate of the results arrived at by applying the calculation described in item (A)
below (Step 1) and the calculation described in item (B) below (Step I1)
(A) for Step 1 :
(A.1) there shall be taken, a sum equal to a percentage determined by regul ations not
exceeding five percent of the mathematical reserves for direct business and
reinsurance acceptances without any deduction for reinsurance cessions:
(A.2) the amount of mathematical reserves at the end of the preceding financial year
after the deduction of reinsurance cessions shall be expressed as a percentage of the
amount of those mathematical reserves before any such deduction; and
(A.3) the sum mentioned in item (A.l) above shall be multiplied
(A.3.1) where the percentage arrived at under item (A. 2) above is greater than
eighty-five percent (or in the case of a reinsurer carrying on exclusive reinsurance
business, fifty percent), by that greater percentage; and
(A.3.2) in any other case, by eighty-five percent (or in the case of a reinsurer
carrying on exclusive reinsurance business, fifty percent);
(B) for Step 11
(B.1) there shall be taken, a sum equal to a percentage determined by the regulations
made by the Authority not exceeding one percent of the sum at risk for the policies
on which the sum at risk is not a negative figure; and
(B.2) the amount of sum at risk at the end of the preceding financial year for policies
on which the sum at risk is not a negative figure after the deduction of reinsurance
cession shall be expressed as a percentage of the amount of that sum at risk before
any such deduction; and
(B.3) the sum arrived at under item (B.I) above shall be multiplied
(B.3.1) where the percentage arrived at under item (B.2) above is greater than fifty
percent, by that greater percentage; and
(B.3.2) in any other case, by fifty percent.
(I1) a percentage determined by the regul ations made by the Authority of the value of
assets determined in accordance with the provisions of section 64V;
(i) in the case of an insurer carrying on general insurance business, the required solvency margin
shall be the highest of the following amounts:
(@) fifty crores of rupees (one hundred crores of rupeesin case of reinsurer); or
(b) asum equivalent to twenty percent of net premium income; or
(c) asum equivalent to thirty percent of net incurred claims,
subject to credit for reinsurance in comp uting net premiums and net incurred claims being actual
but a percentage, determined by the regulations, not exceeding fifty percent:



Microinsurance: Demand and Market Prospects — India

If in respect of any insurer, the Authority is satisfied that either by reason of an unfavourable

claim experience or because of sharp increase in the volume of the business, or for any other
reason, compliance with the provisions of this subsection would cause undue hardship to the

insurer, the Authority may direct, for such period and subject to such conditions, such solven cy
margin not being less than the lower of the amount mentioned in sub -clause (i) or sub-clause (ii)
above, as the case may be.

Explanation. For the purposes of this subsection, the expression "mathematical reserves' means
the provision made by an insurer to cover liabilities (excluding liabilities which have fallen due
and liabilities arising from deposit back arrangement in relation to any policy whereby an

amount is deposited by reinsurer with the cedant) arising under or in connection with policies or

contracts for life insurance business. Mathematical reserves also include specific provision for

adverse deviations of the bases, such as mortality and morbidity rates, interest rates, and expense
rates, and any explicit provisions made, in the valuation of liabilities, in accordance with the
regul ations made by the Authority for this purpose;

"net incurred claims" means the average of the net incurred claims during the specified period of

not exceeding three preceding financial years,

"sum at risk", in relation to alife insurance policy, means a sum which is (@) in any casein which
an amount is payable in consequence of death other than a case falling within sub -clause (b)
below, the amount payable on death, and

(b) in any case in which the benefit under the policy in question consists of the making, in
conseguence of death, of the payments of annuity, payment of a sum by instalments or any other

kind of periodic payments, the present value of that benefit, less in either case the mathematical

reserve in respect of the relevant policies.

If, at any time an insurer does not maintain the required solvency margin in accordance with the
provisions of this section, he shall, in accordance with the.directions issued by the Authority,

submit a financial plan, indicating a plan of action to correct the deficiency to the Authority
within a specified period not exceeding three months.

An insurer who has submitted a plan to the Authority shall propose modifications to the plan if

the Authority considers it inadequate, and shall give effect to any plan accepted by the Authority
as adequate.

An insurer who does not comply with the above provisions shall be deemed to be insolvent and

may be wound up by the court

11. Every insurer shall furnish to the Authority his returns as the case may be, in case of life
insurance business a statement certified by an actuary approved by the Authority, and in case of

general insurance business a statement certified by an auditor approved by the Authority, of the
required solvency margin maintained by the insurer in the manner required.
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Appendix Ill. Obligations to the rural and social sectors

Obligations: Every insurer, who begins to carry on insurance business after the commencement
of the Insurance Regulatory and Development Authority Act, 1999 (41 of 1999), shall, for the
purposes of sections 32B and 32C of the Act, ensure that he undertakes the following
obligations, during the first five financial years, pertaining to the personsin :
(@) rural sector,
(1) inrespect of alifeinsurer, --

() seven percent in the first financial year;

(11) nine percent in the second financial year;

(1) twelve percent in the third financial year;

(IV) fourteen percent in the fourth financia year;

(V) sixteen percent in the fifth financia year;

of total policieswritten direct in that year;

(i) in respect of ageneral insurer,

(1) two percent in thefirst financia year;

(1) three percent in the second financial year;

(1) five percent thereafter,

of total gross premium income written direct in that year.
(b) social sector, in respect of al insurers, --

(1) five thousand livesin the first financial year;

(1) seven thousand five hundred lives in the second financia year;

(1) ten thousand lives in the third financia year;

(IV) fifteen thousand lives in the fourth financial year;

(V) twenty thousand livesin the fifth financial year.
Provided that in the first financial year, where the period of operation is less than twelve months,
proportionate percentage or number of lives, as the case may be, shall be undertaken.
Provided further that, in case of a genera insurer, the obligations specified shal include
insurance for crops.
Provided further that the Authority may normally, once in every five years, prescribe or revise
the obligations as specified in this Regulation.

4. Obligations of existing insurers. --
(1) The obligations of existing insurers as on the date of commencement of IRDA Act shal be
decided by the Authority after consultation with them and the quantum of insura nce business to
be done shall not be less than what has been recorded by them for the accounting year ended 31st
March 2002.
(2) The Authority shall review such quantum of insurance business periodically and give
directions to the insurers for achieving th e specified targets.
(@“Rural sector” shall mean any place as per the latest census that meets the following
criteria
(i) apopulation of less than five thousand,;
(if) adensity of population of less than four hundred per square kilometer; and
(i) more than twenty five percent of the male working population is engaged in
agricultural pursuits.
Explanation: The categories of workers falling under agricultural pursuits are as under:
(i) Cultivators;
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(i) Agricultura labourers
(iii) Workers in livestock, forestry, fishing, hunting and plantations, orchards and allied
activities.
(b) “Social sector” includes unorganized sector, informal sector, economically vulnerable or
backward classes and other categories of persons, both in rural and urban areas;
(c)“Unorganized sector” includes self-employed workers such as agricultural labourers, bidi
workers, brick kiln workers, carpenters, cobblers, construction workers, fishermen, hamals,
handicraft artisans, handloom and khadi workers, lady tailors, leather an d tannery workers,
papad makers, power loom workers, physically handicapped self -employed persons, primary
milk producers, rickshaw pullers, safai karmacharis, salt growers, sericulture workers, sugar
cane cutters, tendu leaf collectors, toddy tappers, veg etable vendors, washerwomen, working
women in hills, or such other categories of persons;
(d)“economically vulnerable or backward classes” means persons who live below the poverty
line;
(e)“other categories of persons” includes persons with disability as defined in the Persons
with Disabilities (Equal Opportunities, Protection of Rights, and Full Participation) Act, 1995
and who may not be gainfully employed; and also includes guardians who need insurance to
protect spastic persons or persons with disabil ity;
(h) “informal sector” includes small -scale, self-employed workers typically at a low level of
organization and technology, with the primary objective of generating employment and
income, with heterogeneous activities like retail trade, transport, repair and maintenance,
construction, personal and domestic services and manufacturing, with the work mostly Iabour
intensive, having often unwritten and informal employer -employee relationship.
The IRDA recently refined the Regulation by providing more precis e definitions of the rural
sector. The new requirements are
Rural sector:
Rural sector definition:
All areas not qualifying the census definition of urban area
Census definition of urban area:
« All places with municipality, corporation, cantonment bo ard or notified town area committee
etc.
« A place satisfying the following three criteria:
= A minimum population of 5,000.
« At least 75 percent of male working population engaged in non -agricultural pursuits.
« A density of population of at least 400 per sq. km.(1,000 per sg. mile).
Rural sector mandate:
For new life insurers during the first five years are
« 7 percent of policiesin the first financial year;
« 9 percent of policiesin the second financial year;
« 12 percent of the policiesin the third financial year;
= 14 percent of the policiesin the fourth financia year;
« 16 percent of the policiesin thefifth financia year;
of total policieswritten direct in that year;
Social Sector:
Is defined as including unorganized sector, informal sector, economically vulnerable or
backward classes and other categories of persons, both in rural and urban areas
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Social sector mandate
For al lifeinsurers during thefirst five years are
= 5,000 livesin the first financial year;
« 7,500 livesin the second financial year;
» 10,000 livesin the third financia year;
« 15,000 livesin the fourth financia year;
« 20,000 livesin the fifth financial year.
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Appendix IV. Possible MFI agents

Please note: The list of MFI agents here is taken from a directory of the largest MFI network in
India (Sa-Dahn). It contains the names of most of the biggest MFIs in India. The authors of this
report have not reviewed the MFIs listed below and do not endorse them in any way. In addition
ILO/STEP has compiled a comprehensive list of NGOs/MFIs offering microinsurance services
that will be published soon. This compendium can be obtained through ILO/STEP, Delhi, Marc

Socquet, socquetm@ilodel.org.in

AP-1

AP-2

AP-3

AP-4

Mr. Vijay Mahajan
Chief Executive Officer

BASIX

501-502, Nirmal Towers,
Dwarakapuri Colony
Punjagutta,

Hyderabad 500 082

Mr. M. Udaia Kumar
Managing Director
SHARE MICROFIN LIMITED

#1-224/58,

Rajeev Nagar

Nacharam,

Hyderabad 500 076
(Co-chair, Sa-Dhan)

Dr. Sankar Datta
Chief Executive Officer

Indian Grameen Services (IGS)

404, Nirmal Towers,
Dwarakapuri Colony
Punjagutta,

Hyderabad 500 082

Mr. Sitaram Rao
Chief Executive Officer

Swayam Krishi Sangam (SKS)

Flat No.301, 11l Floor,
Babukhan Estate Basheerbagh,
Hyderabad 500 001

Andhra Pradesh

Andhra Pradesh

Tel: 040-55618846/23350566/55639426-29
55635461, Mob: 33313029, Fax: 23358846
E-mail: vijaymahahjan@basixindia.com

Website: www.basixindia.com

PRIMARY MEMBER— NOV. 1999
(NBFC + MFI)

Tel : 040-27158380/ 2715 8387
Fax: 2715 8225/ 27173558, Mob: 9849022522
E-mail: hydl share@sancharnet.in
sml@sharemicrofin.com

Mr. Rama Kant: 040-27158184

PRIMARY MEMBER — NOV. 1999
(NBFC+ MFI)

Tel: 040-23350566/2, 23350171/26618846
Fax: 040-2335 8846, (Mobh: 33113079)
E-mail: dattasankar@basixindia.com

PRIMARY MEMBER — NOV. 1999
(TSP+ Sec. 25 Co.)

Tel: 040-23298141/31, 55775057, 23298161
E-mail: info@sksindia.com,
praseeda@sksindia.com

Website: www.sksindia.com

ASSOCIATE MEMBER — AUG. 2001
PRIMARY MEMBER — JUL. 2004
(NGO + MFI)
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AP-5 Mr. C. S. Reddy

Chief Executive Officer

Mabhila Abhivruddhi Society, A.P.
(APMAS)

Plot No.20 , Road No:2,
Rao & Raju Colony
(Near LV Prasad Eye Institute),
Road No.2, Banjara Hills,
Hyderabad 500 034
AP-6 Ms. G. Padmaja
Director

Spandana

# 5-96-2, Besides Vuda Office
6/12, Brodipet,
Guntur 522 002
Andhra Pradesh
AP-7 Mr. N. V. Ramana
Executive Director

Krishna Bhima Samruddhi Local -

Area Bank Ltd.,

B. K. Reddy Complex,

New Town, Mahboobnagar

Andhra Pradesh 509 001
AP-8 Mr. S. C. Hassain
Chief Executive Officer

Star Youth Association

Central Office: 317-178-17/1,
Beside Telephone Exchange,
Velgode (K)-518533,
Kurnool District,
Andhra Pradesh

AP-9 Mr. V. Paul Raja Rao

Secretary cum Executive Director

BIRDS (Bharati Integrated Rural Dev.
Society)

#26/130 B2, Eva Nest,

Gnanapuram

Nandyal 518 502,

Andhra Pradesh

Tel: 040-2354 7926/27/52/53
Fax: 040-23547926, Mob: 9848042383
E-mail: info@apmas.orq, creddy@apmas.org

Website: www.apmas.org

ASSOCIATE MEMBER — AUG. 2001
PRIMARY MEMBER - DEC. 2004
(TSP)

Tel: 0863-2350733/2238409/2221377
Fax: 0863-2236092, Mob: 9848274328
E-mail: padmaja_67@yahoo.com
padmajareddy@spandanaindia.com

ASSOCIATE MEMBER — AUG. 2001
(NGO + MFI)

Tel: 08542-256264/255105/255104
Fax: 08542-255104

E-mail: kbslab@hd2.dot.net.in
nvramana@basixindia.com
mbn_kbslab@sancharnet.in

ASSOCIATE MEMBER - AUG. 2001
(LAB + MFI)

Tel: 08517-235072/235756/235272
E-mail: star_youth org@rediffmail.com

ASSOCIATE MEMBER - JUL. 2003
(MFI)

Tel: 08514-243444, 246112, Fax: 08514-248444
E-mail: birdsorg@sify.com
birdsorg@yahoo.co.uk

ASSOCIATE MEMBER — MAR. 2002
(NGO + MFI)
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nvramana@basixindia.com
mbn_kbslab@sancharnet.in
star_youth_org@rediffmail.com
birdsorg@sify.com
birdsorg@yahoo.co.uk
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AP-10 Mr. K. Raju
Chief Executive Officer

Society for Elimination of Rural Poverty
(SERP)

Il Floor, SUMMIT Apartments
5- 10- 188/2,

Hill Fort Road,

Hyderabad 500004,

Andhra Pradesh

Tel: 040-55660315, 55660316/17
Fax: 040-23211848
E-mail: serp@veluigu.org

ASSOCIATE MEMBER - SEPT. 2002
(TSP)

Executive Director,

8th Bylanes, Rajgarh Road
Guwahati (Assam)

Board Member, Sa-Dhan

RGVN, Patna

Mr. Manglemba Sharma

Block C, 3rd Floor

Maurya Lok Commercial Complex,
Dak Bunglow Road

Patna 800 001 Bihar, India

Rashtriya Gramin Vikas Nidhi (RGVN)

AP-11  Mr. Ali Asghar Tel: 040-24572984, 24567087, 24528318
Executive Secretary Fax: 040-24574527
E-mail: info@covanetwork.org
Confederation of Voluntary
Association(COVA) ASSOCIATE MEMBER - JUL. 2004
(TSP)
20-4-10,
Near Charminar Bus Stand
Hyderabad500 002
AP-12  Mr. R. Murali Tel: 0870-2571208/ 2552928, Fax: 2571208,
Chief Functionary Mob: 09849649051
E-mail: marimail@rediffmail.com,
Modern Architects for Rural India mariwgl@sancharnet.co.in, mariwgl@yahoo.co.in,
(MARI) Website: www.mariap.net
H.No- I-8-499, ASSOCIATE MEMBER — DEC. 2004
Behind Ekasila ark, (MFI)
Balasamudram,
Hanamkonda
Warangal,
Andhra Pradesh
Assam
AS-1 Dr. Mahfuza Rahman Tel: 0361-2528652/2528524, 2452320(D)

Fax: 2452320, Mob:9864064458
E-mail: rgvnhol@sancharnet.in

PRIMARY MEMBER- NOV. 1999
(MFI + CBP + BL)

Tel: (612) 227565
Fax : (612) 227565

Mob: 09835091328
E-mail : rgvnidhi@sancharnet.in
manglemba@yahoo.co.in

ol



serp@veluigu.org
info@covanetwork.org
marimail@rediffmail.com
mariwgl@sancharnet.co.in
mariwgl@yahoo.co.in
www.mariap.net
rgvnho1@sancharnet.in
rgvnidhi@sancharnet.in
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Chief Executive Officer
AIAMED

House No.6,

Akash Barathi Apartments
24-1.P.Extension (Left turn from
Mother Diary Plant)

Delhi 110 092

AS-2 Dr. Anjana Borkakati Tel: 0361-2517230/2270561,
Managing Director Fax: 2511794
E-mail: aborkakati@sify.com
Prochesta
ASSOCIATE MEMBER - JUL. 2003
Mandovi Apartments, (CBP + TSP)
G.N.B. Road, Ambari
Guwahati 781 001
Bihar
BR-1 Mr. Arbind Singh Tel: 0612-2277589/2570707, Fax: 2265705
Executive Director E-mail: nidanpat@hotmail.com
NIDAN ASSOCIATE MEMBER — SEPT. 2002
(NGO + MFI)
Sudama Bhawan,
Boring Road
Patna,
Bihar - 800001
BR-2 Mr. Jitendera Kumar Tel: 06152-285245/6, 9431074772
Secretary E-mail: nav-jagriti@rediffmail.com
Nav Jagriti ASSOCIATE MEMBER — JUL. 2004
Vill. Sikati- O. O. Anjani, (MFI)
Via-Parsa
Dist: Saran,
Bihar 841 219
BR-3 Mr. Sunil Kumar Choudhary Tel: 0612- 2257517, 2350510,
Secretary Mob: 9835094562
E-mail: cpslbihar@sify.com
Centre for Promoting Sustainable sunilchoudhary@cpslbihar.org
Livelihood
MIG-205, Kankarbagh ASSOCIATE MEMBER — DEC. 2004
Patna (MFI + CBP)
Bihar 800 020,
Delhi
DL-1 Mr. V Satyamurti Tel: 011- 55437838, 22776077

Mob: 9818353598, 35213503
E-mail: aiamed@del2.vsnl.net.in
aiamed@ndb.vsnl.net.in

Website: www.aiamed.org

PRIMARY MEMBER — NOV. 1999

(NETWORK)
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manglemba@yahoo.co.in
aborkakati@sify.com
nidanpat@hotmail.com
nav-jagriti@rediffmail.com
cpslbihar@sify.com
sunilchoudhary@cpslbihar.org
aiamed@del2.vsnl.net.in
aiamed@ndb.vsnl.net.in
www.aiamed.org
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DL-2 Mr. D. Narendranath

Programme Director
PRADAN

3, Community Centre,
Nitti Bagh,

New Delhi 110 049
Board Member, Sa-Dhan

DL-3 Mr. Vipin Sharma

Programme Director

CARE India
27, Hauz Khas Village
New Delhi 110 016

DL-4 Ms. Reeva Sood

Executive Director

INDCARE TRUST
F-66, Green Avenue,
Col.Bhatia Road
Vikas Nagar, Hastal
New Delhi 110 059
DL-5 Mr. Sanjay Kumar
Co-ordinator

SEWA Bharat
7/5, First Floor,
South Patel Nagar
New Delhi 110008

DL-6 Dr. N.P. Singh

Vice Chairman and Director

Asian Society for Entrepreneurship -

Education and Development (ASEED)
Aseed House,
C-8/8007 Vasant Kunj,
New Delhi 110070
DL-7 Mr. K. Balasubramanyam
CBED Project CECI India

C-118,Anand Niketan
New Delhi 110 021

Tel: 011- 26514682/26518619/ 26528534/
51640611, Mob: 9868260947, Fax: 26518619
E-mail: dnarendranath@pradan.net
pradan_del@touchtelindia.net

PRIMARY MEMBER — NOV. 1999
(CBP)

Tel: 011-26564101/26969770, Mob: 9810441292,

Fax: 011-26564081

E-mail: vsharma@careindia.org
cbox@careindia.org

Website: www.careindia.org

ASSOCIATE MEMBER — FEB. 2004
(BL+ NETWORK)

Tel: 25563131, 25649899, Mob: 9810005181

Fax: 25563131

E-mail: indcare@bol.net.in,
reevasood@indcare.org, indcaretrust@yahoo.com

ASSOCIATE MEMBER - FEB. 2004
(MFI + CBP+ NETWORK)

Tel: 011- 25840937/25841369, Mob: 9811306780
E-mail: mail@sewabharat.org
Website: www. sewabharat.org

ASSOCIATE MEMBER — SEPT. 2002
(NETWORK + TSP)

Tel: 2613 0635/2613 0242/0780

Fax: 2613 0635/2613 0242

E-mail: npsaseed@nda.vsnl.net.in
training@aidmat.com

Website: www.aseedinternational.com

ASSOCIATE MEMBER — DEC. 2002
(TSP)

Tel: 24671378, 24671379, Fax: 24671377
E-mail: cbedindia@ceciasia.org

ASSOCIATE MEMBER - JUL. 2004
(CBP)



dnarendranath@pradan.net
pradan_del@touchtelindia.net
vsharma@careindia.org
cbox@careindia.org
www.careindia.org
indcare@bol.net.in
reevasood@indcare.org
indcaretrust@yahoo.com
mail@sewabharat.org
npsaseed@nda.vsnl.net.in
training@aidmat.com
www.aseedinternational.com
cbedindia@ceciasia.org
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GJ-1

GJ-2

GJ-3

GJ-4

GJ-5

Gujarat

Ms. Ela R Bhatt/ Ms. Jayashree Vyas
Chairperson/ M.D.

SEWA Bank

109, Sakar-2, Ellis Bridge
Opp: Town Hall, Ahmedabad 380 006
(Chairperson, Sa-Dhan)

VIMO SEWA
Ms. Mirai Chatterjee

Ms. Vijayalakshmi Das
Executive Director

Friends of Women’s World Banking
India (FWWB)

G-7, Sakar | Building,
Opp: Gandhigram Station,
Ashram Road,
Ahmedabad

Guijarat 380 009

Mr. Bhabani Das
Trustee

Samerth Trust

Q-402, Shrenand Nagar Part-II
Vejalpur,

Ahmedabad

Guijarat 380 051

Mr. Rajendra Joshi/Ms. Madhuben H.
Parmar Managing Trustee

SAATH Charitable Trust

0/102, Nandavan-V,

Near Prernatirth Jain Derasatr,
Jodhpur, Ahmedabad,
Guijarat 380 015

Dr. Dinesh Awasthi/ Mr. Manoj Mishra
Entrepreneurship Development
Institute of India (EDI)

Near Village Bhat,

Via Ahmedabad Airport and Indira
Bridge

P.O.Bhat, Dist.Gandhinagar,
Guijarat 382 428

Tel: 079-2658 1652/2658 1597,26586153(D)

Fax: 079-26576074
E-mail: sewabank@wilnetonline.net

Website: www.sewa.org

PRIMARY MEMBER — NOV. 1999
(MFI + BANK)

Tel: 079-25511433 (Shilpa Pandya)
Mob: 09824010968
E-mail: vimo@sewass.org

Tel/Fax: 079-2658-0119/26584199//4082
Tel: 079-2658 0119, Mob:9824012209
E-mail: fwwb@icenet.net.co.in

Website: www.fwwbindia.org

PRIMARY MEMBER — NOV. 1999
(TSP + BL)

Tel: 079-26811171/26829004

Fax: 079-26811171

E-mail: samerth@satyam.net.in
bdas@samerth.org, bhal23@yahoo.com

ASSOCIATE MEMBER — MAR. 2002
(CBP)

Tel: 079-26926604, 26929827
Fax: 079-26929827
E-mail: saath@icenet.co.in

ASOCIATE MEMBER - JUL. 2004
(MFI)

Tel: 079-23969161, 23969163

Fax: 079-23969164, 23969157

E-mail: manoj@ediindia.org
ediindiaadl@sancharenet.in

ASSOCIATE MEMBER - JUL. 2004
(CBP)



sewabank@wilnetonline.net
www.sewa.org
vimo@sewass.org
fwwb@icenet.net.co.in
www.fwwbindia.org
samerth@satyam.net.in
bdas@samerth.org
bha123@yahoo.com
saath@icenet.co.in
manoj@ediindia.org
ediindiaad1@sancharenet.in

Microinsurance: Demand and Market Prospects — India

Haryana

HR-1 Mr. Sanjay Sinha Tel: 95124-2350835/2356692/2563172
Executive Director 95125-5050739, Mob: 9811089836
EDA Rural Systems Pvt. Ltd Eax: QI'5124-2'I35 24?9 ¢
107, Qutab Plaza, V\;mbal'f Lm LIl vsn_ine
DLF Qutab Enclave-I ebsite: www.m-cril.com
Gurgaon 122 002 PRIMARY MEMBER — NOV. 1999
Treasurer, Sa-Dhan (TSP)

HR-2 Dr. Ageel Khan (Director) Tel: 95124- 5060353, 95124- 5060354
Mr. Khilesh Chaturvedi (Team Leader) Fax: 95124- 5060355
(Training International) E-mail: ask@askindia.org

www.askindia.org
Association for Stimulating Know
How (ASK) ASSOCIATE MEMBER — DEC. 2004
V- 30/3, DLF Phase I, (TSP)
Gurgaon
Haryana 22002
Jharkhand

JH-1 Mr. Girija Satish Tel: 06546-263332/263143, Fax: 263332/

Executive Director 22069(P&T), Mob: 9431140508, 9431141147
- E-mail: dnb_nbjkhzb@sancharnet.in

Nav Bharat Jagriti Kendra (NBJK) nbikcol@rediffmail.com
At-Amritnagar
Korrah, Dist.Hazaribag 825301 ASSOCIATE MEMBER - AUG. 2001
Jharkhand (NGO + MFI)

JH-2 Sister Rosily Tel: 06546-223944, Fax: 06546-223304
Director E-mail: hce rosily@rediffmail.com
Holy Cross Social Service Centre ASSOCIATE MEMBER — JUL. 2003
P.Box 59, (CBP)
Hazaribagh
Jharkhand 825301

JH-3 Mr. Tanay Chakravarty Tel: 06432-230775, 06432-235895

Director
NEEDS

Williams Town,

Behind SBI Training Centre
B. Deoghar

Jharkhand 814 112

Fax: 06432-236815
E-mail: needspostoffice@sify.com,
right2food @sify.com

ASSOCIATE MEMBER — DEC. 2004
(MFI + CBP)



m_cril@vsnl.net
www.m-cril.com
ask@askindia.org
www.askindia.org
dnb_nbjkhzb@sancharnet.in
nbjkco1@rediffmail.com
hcc_rosily@rediffmail.com
needspostoffice@sify.com
right2food@sify.com
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Chairperson

Association of Women Entrepreneurs
of Karnataka (AWAKE)

# B-76, KSSIDC Industrial Estate
Rajajinagar,
Bangalore 560 044

JH-4 Mr. Bhawani Shankar Gupta Tel: 06546- 266742
Secretary/ Mr. Rabindra Kumar Singh  Fax: 06546- 264027
Project Coordinator E-mail: supporthzb@indiatimes.com
SUPPORT ASSOCIATE MEMBER — DEC. 2004
Ashok Nagar, (MFI)
Kanhary Road,
Hazaribagh
Jharkhand 825301
Karnataka
KA-1 Mr. S. M. Adiga Tel: 0821-2512300/419, Mob: 9845134960
Chief Executive Officer Fax: 0821-2512419
SANGHAMITHRA Rural Einancial E-mail: sanmitra@blr.vsnl.net.in
Services PRIMARY MEMBER — NOV. 1999
#916, 8" Main, 3" Stage, (BL + Sec-25 Co.)
Gokulam,
Mysore 570 002 Tel: 080-2535-3166/2028/4457
Mr. Aloysius Fernandez Fax: 080-2535-0982
. . E-mail: sanmitra@sancharnet.in
SAN_GHAMITRA Rural Financial myrada@blr.vsnl.net.in
Services
No. 2, Service Road,
Domlur Layout
Bangalore 560 071
KA-2 Mr. R. M. Palanna Tel: 080-2554-5365, 25307532/3
Executive Director 080-25488577 (Mob: 9844015617)
OUTREACH Fax: (_)80-2548-8577/25548577
E-mail: outreach@vsnl.com
109, Coles Road, Mr. Stanley: 9844043378
Fraser Town
Bangalore 560 005 PRIMARY MEMBER — NOV. 1999
(NGO + MFI)
KA-3 Ms. Sudha Prakash Tel: 080-2338 5874, Fax: 2338-9964/23111059

E-mail: awakener@blr.vsnl.net.in
Website: www.bangalorenet.com/awake/

ASSOCIATE MEMBER - DEC. 2002
(CBP + TSP)



supporthzb@indiatimes.com
sanmitra@blr.vsnl.net.in
sanmitra@sancharnet.in
myrada@blr.vsnl.net.in
outreach@vsnl.com
awakener@blr.vsnl.net.in
www.bangalorenet.com/awake/
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KA-6

KA-7

Dr. Ramesh Bellamkonda
Project Director

Bharatha Swamukti Samsthe (BSS)

Regd. Office. B-81, Ind. Estate,
Rajajinagar
Bangalore 560 044

Office Add - 516/54, 54" cross, III
block, Rajaji nagar,

Near Ram Mandir circle,
Bangalore (right side of S.M.
Kalyantapa)

Ms. Vinatha M Reddy
Managing Trustee

Grameen Koota

Avalahalli,
Anjanapura.P.O.
Bangalore 560 062

Ms. Santosh Vas
Chairperson

JANODAYA PUBLIC TRUST

No.3, 9th Cross, 5th Main,
Jaymohan Extension,
Binson Town post,
Bangalore,

Karnataka 560 046

Mr. T. Hauzel / Eric D Jacob
Executive Director/ Managing
Director

OPPORTUNITY MICROFINANCE
INDIA LTD.

#139 (1st Floor),
Infantry Road
Bangalore 560 001

Mr. R. Balasubramanian/ Mr.
Rajshekhar

Credit Rating Information Services of
India Limited (CRISIL)

W-101, First Floor,
Sunrise Chambers
22, Ulsoor Road,

Bangalore 560042

Tel: 080-23204072/23402337/23300520
E-mail: swamukti@satyam.net.in
rameshbell@aol.com

ASSOCIATE MEMBER — AUG. 2001
(NGO + MFI)

Tel : 080-28436237/ 256983372/ 230610397,

Mob: 98451 30208, Fax: 080-28436577

E-mail: tmtindia@vsnl.com
info@grameenkoota.org
tmtindia_bgl@yahoo.com

ASSOCIATE MEMBER — AUG. 2001
(NGO + MFI)

Tel: 080-23332564/23416398
Fax: 080-23430155
E-mail: janodaya@bagl.vsnl.net.in

ASSOCIATE MEMBER - FEB. 2004
(MFI + CBP)

Tel: 080-25581869/25581870, Fax: 25581871
E-mail: tbfindia@vsnl.com
hauzel@opportunity.net

ASSOCIATE MEMBER - FEB. 2004
(MFI)

Tel: 080-25580899, 25594801/2/6708

Fax: 080-25594801

E-mail: rbala@crisil.com, trajsekhar@crisil.com,
Website: www.crisil.com

ASSOCIATE MEMBER — SEPT. 2002
(TSP)

S7



swamukti@satyam.net.in
rameshbell@aol.com
tmtindia@vsnl.com
info@grameenkoota.org
tmtindia_bgl@yahoo.com
janodaya@bgl.vsnl.net.in
tbfindia@vsnl.com
hauzel@opportunity.net
rbala@crisil.com
trajsekhar@crisil.com
www.crisil.com
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Development Support Team(DST)

104, Kanchanjunga,
Kanchan Lane

Law College Road,
Pune 411 004

KA-9 Mr. A. M. Varghese Cleatas Tel: 08261-422500, 422570
Chairman Fax: 08261-423739
VIKASANA E-mail: vikasana ngo@sify.com
P.B.No.:23, Near S.J.M.College, ASSOCIATE MEMBER - JUL. 2004
Gallihalli Cross, (TSP)
Tarikere,
Chikmangalore district,
Karnataka 577 228

KA-10 Ms. Malini B Eden Tel: 080-26344226, 26545956/57
Director — Strategic Alliances Fax: 080-26635261
SEARCH — KOPSA E-mail: search.net@vsnl.com

searchl@bgl.vsninet.in
No0.219/26, 6th main,
4th Block, Jayanagar, ASSOCIATE MEMBER - JUL. 2004
Bangalore 560 011 (MFI + CBP)
Kerala

KR-1 Mr. K. Paul Thomas Tel: 0487-2371472/2373813
Executive Director Fax: 0487-2371472/2373813
Evangelical Social Action Forum E-mail: esaf@sancharnet.in
[ESAF] ASSOCIATE MEMBER — MAR. 2001
P.B. No. 12, PRIMARY MEMBER — JUL. 2004
Hephzibah Complex (NGO + MFI)
Mannuthy,
Trichur-680651
[Kerala]

KR-2 Fr. Mathew Punakulam Tel: 0469-2730561, 2606063
Executive Director Fax: 0469-2633295

E-mail: bodhana.tsss@sifi.com
B_ODHANA _ _ _ Punakulathil@hotmail.com
Tiruvalla Social Service Society Website: www.kssf.org/kssf/lbodhana.htm
Thukalassery,
Pathanamthitta District ASSOCIATE MEMBER - SEPT. 2002
Kerala 689101 (CBP)
Maharashtra
MH-1 Ms. H. Bedi Tel: 020-5424683/56316429/30

Fax: 020-5430345
E-mail: dstpune@vsnl.net

PRIMARY MEMBER — NOV. 1999
(TSP)



vikasana_ngo@sify.com
net@vsnl.com
search1@bgl.vsnlnet.in
esaf@sancharnet.in
tsss@sifi.com
Punakulathil@hotmail.com
www.kssf.org/kssf/bodhana.htm
dstpune@vsnl.net
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MH-2

MH-3

MH-4

MH-5

MH-6

MH-7

Mr. Harish Khare
Senior Officer

Housing Development Finance
Corporation Ltd. (HDFC),

Romon House,

4™ Floor

169 Backbay Reclamation
Mumbai 400 020

Dr Sudha Kothari
Managing Trustee

Chaitanya

Moti Chowk, Rajgurunagar,
Tal. Khed,

Dist. Pune 410 505

Dr. Marcella D’souza
Programme Coordinator (WOTR)

Indo-German Watershed Development
Programme, Paryavaran' Behind
Market Yard,

Ahmednagar,
Maharashtra 414 001

Mr. Bal Kelkar
Chairman

Shramijivi Janata Sahayyak Mandal

127/1-A, Mangalwar Peth,
Opp. Municipal School,
No.6, Satara
Maharashtra 415 002

Mr. Suresh Chandnani
Assistant Vice President

ICICI Home Loans [ICICI]

ICICI Towers,

South Block,

6" Floor,

Bandra Kurla Complex
Mumbai 400051

Mr. S. B. Karvande
Sr. Vice President

BAIF Development Research
Foundation

Dr. Manibhai Desai Nagar,
Warije,

N.H. No.4,

Pune 411 052,
Maharashtra

Tel: 022-2282-0282, 022-2283-6255
Fax: 022-2204-6834

E-mail: harish@hdfcindia.com
delnazp@hdfcindia.com

Website: www.hdfcindia.com

PRIMARY MEMBER — NOV. 1999
(BL)

Tel: 02135-223176, Mob: 9822529697
Fax: 020 — 5670838
E-mail: chaitanya pune@yaho0.co.in

ASSOCIATE MEMBER — NOV. 1999
PRIMARY MEMBER - JUL. 2003
(CBP)

Tel: 0241-2450188, 0241-2451460
Fax: 0241-341-134
E-mail: info@wotr.org

ASSOCIATE MEMBER — NOV. 1999
(NETWORK)

Tel: 02162-80025/281498
E-mail: str_sijsm@sancharnet.in
shramjivi@hotmail.com

ASSOCIATE MEMBER - DEC. 2002
(CBP)

Tel: 022-26531414,

Fax: 022-26531264

E-mail: chandnani@icici.com
Website: www.icicicommunities.org

ASSOCIATE MEMBER — MAR. 2001
(BL)

Tel: 020-5231661/63,
Fax: 020-5231662
E-mail: sunil_ghule@yahoo.com

ASSOCIATE MEMBER — NOV. 2001
(CBP + TSP)
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harish@hdfcindia.com
delnazp@hdfcindia.com
www.hdfcindia.com
chaitanya_pune@yahoo.co.in
info@wotr.org
str_sjsm@sancharnet.in
shramjivi@hotmail.com
chandnani@icici.com
www.icicicommunities.org
sunil_ghule@yahoo.com
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MH-8 Mr. P. S. Mukherjee Tel: 020-27472851 Extn.6787
Secretary Fax: 020-27473398
Development Initiative for Self-Help and E-mail: disha@bajajauto.co.in
Awakening (DISHA) ASSOCIATE MEMBER — NOV. 2001
c/o Samaj Seva Kendra, (CBP)
Sr.Np.: 4272
Behind Akrudi P.O, Akrudi
Pune
Maharashtra 411 035
MH-9 Dr. Shashikant Ahankari Tel: 02471-246182, 246050,
Secretary Fax: 246050
Halo Medical Foundation E-mail: hmp@vsnl.com
At-Anadur, ASSOCIATE MEMBER - JUL. 2004
Osmanabad, (MFI)
Maharashtra 413 603
Manipur
MN-1 Mr. Ashok Y. Tipnis/ Mr. Robinson Tel: 0385-2421835, 2421562
Thapa E-mail: pppfra@yahoo.co.in
Mission Fraternal Peace Promotion ASSOCIATE MEMBER — JUL. 2004
Programme (PPP)—Manipur and (MFI)
Nagaland
1* Floor, Manipur Baptist Convention
(MBC) Secretariat
Opp. LMS Law College,
D. M. College Road,
Imphal East,
Manipur 795 001
Maharashtra 413 603
Orissa
OR-1 Mr. Mohammad Amin Tel: 0674-2351051/2351604
President E-mail: adhikar@satyam.net.in
ADHIKAR ASSOCIATE MEMBER - FEB. 2004
(CBP)
192, Dharma Vihar,
Khandagiri
Bhubaneswar 751 030
OR-2 Mr. Pradeep Kumar Behera Tel: 0663-2403896, 9437053896
Chief Executive Officer E-mail: adarsa _org sbp@yahoo.co.in
ADARSA ASSOCIATE MEMBER - FEB. 2004
(MFI)



disha@bajajauto.co.in
hmp@vsnl.com
pppfra@yahoo.co.in
adhikar@satyam.net.in
adarsa_org_sbp@yahoo.co.in
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OR-3

OR-4

OR-5

OR-6

At-Gourpara (Farm Road),
P.O. Modipara

Dist. Sambalpur

Orissa 768 002

Mr. Jagadananda
Member-Secretary

Centre for Youth and Social
Development (CYSD)

E-1, Institutional Area,
P.O.R.R.L.
Bhubaneshwar 751013
Orissa

Board Member, Sa-Dhan

Mr. Govind Das
Secretary

GRAM-UTTHAN

At/Po: Pimpuri,
Via-Rajkanika,
Dist-Kendrapara,
Orissa754 220

Mr. Khirod Chandra Malick
Chairman

Bharat Integrated Social Welfare
Agency (BISWA)

Debasis Bhawan,
Near Ramji Mandir,
Sambalpur 768 001,
Orissa

Mr. Kedar Choudhury
Secretary

Darbar Sahitya Sansad (DSS)

At. Sodhua (Arapada),

P. O. Dalakasoti, Via Balipatna
Dist-Khurda,

Orissa 752 102

Tel: 0674-2300983, 2301725, 2301339

Mr. Parasuram Nayak (Swayamshree): Tel:
0674-2302646, Fax: 0674-2301226

E-mail: cysdbbsr@sancharnet.in

ASSOCIATE MEMBER — NOV. 2000
(NGO + MFI)

Tel: 06729-276225,
Fax: 06729-278797
E-mail: gramutthanngo@rediffmail.com

ASSOCIATE MEMBER — JUL. 2004
(MFI + TSP)

Tel: 0663-2533597, 2400849,
Fax: 2400949

E-mail: b_wa@rediffmail.com
biswamalick@rediffmail.com

ASSOCIATE MEMBER — JUL. 2004
(TSP + MFI)

Tel: 0674-2468529, 2544085
Mob: 9861022440
E-mail: darbar4@rediffmail.com

ASSOCIATE MEMBER — JUL. 2004
(MFI)
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RJ-1

RJ-2

RJ-3

RJ-4

RJ-5

Rajasthan

Mr. Jai Pal Singh, Hitendra Singh
Executive Director/ MFL Group

ARAVALI

Patel Bhawan, HCM-RIPA
Jawaharlal Nehru Marg
Jaipur 302 017

Rajasthan

Mr. P. M. Paul
Director

Cecoedecon Development Centre

Shilki Dungari,
Chaksu 303 901
Jaipur, Rajasthan

Ms. Neelima Khetan
Chief Executive

SEVA Mandir

Old Fatehpura
Udaipur,
Rajasthan 313 004

Mr. Amar Chand Purohit
Chief Executive

Pushtikar Laghu Vyaparik Pratishtan
Bachat & Sakh Sahakari Samiti Ltd.

4 FO71, New Power House Road,
Jodhpur,
Rajasthan

Mr. Rajesh Singhi
Executive Director

IBTADA

4, Gandhi Nagar, Scheme-8
Alwar 301 001,
Rajasthan

Tel: 0141-2710-556/2701941/5105498
Fax: 0141-2701-941,

Mob: 9829013857

E-mail: aravali@raj.nic.in

Website: www.aravali.nic.in

ASSOCIATE MEMBER — JUL. 1999
(NETWORK)

Tel: 0141-2771488,

Fax: 0141-2770330

E-mail: sharad_jpl@sancharnet.in
cecoedecon@indiatimes.com

ASSOCIATE MEMBER — MAR. 2002
(CBP)

Tel: 0294-2451041/2450960,
Fax: 2450947
E-mail: smandir@vsnl.com

ASSOCIATE MEMBER — NOV. 2001
(CBP)

Tel: 0291-5108510/2636371
E-mail: pustikar@yahoo.com

ASSOCIATE MEMBER — JUL. 2003
(MFI + CBP)

Tel: 0144-2702452/2703121,
Mob: 9414017254

E-mail: ibtada@sancharnet.in, ibtada@dil.in

ASSOCIATE MEMBER - JUL. 2003
(CBP)
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TN-1

TN-2

TN-3

TN-4

TN-5

Tamil Nadu

Mr. S. Devaraj
Chairman

The Activists for Social Alternatives
(SA)

Sathia lllam, 2-A, 10th Cross, Alli
Street Annamalai Nagar,
Triruchirappali 620 018

Mr. N. Peter Palanisamy
Executive Secretary

SHEPHERD

2-A, Ishwarya Apartments
68, Officers Colony
Puthur,

Trichy 620 017

Tamil Nadu

Mr. P. Uday Shankar
Chief Executive Officer

Indian Association for Savings and
Credit (IASC)

205, Chinnaswamy Naidu Road,
New Siddhapudur,
Coimbatore 641 044

IASC

3-100 G, 1* Floor, Crystal Street
Marthandam 629 165,
KanyaKumari District,

Tamil Nadu

Board Member, Sa-Dhan

Mr. R. Sowmithri
Executive Director

Sarvodaya Nano Finances Ltd.

279, Avvai Shanmugam Salai
Royopettai,
Chennai 14

Mr. R. Viswanathan
Managing Director

Sarva Jana Seva kosh Ltd. (SJSK)

279, Avvai Shanmugam Road
Chennai,
Tamil Nadu 600 014

Tel : 0431-2763980/2750384
Fax: 0431-763-356,

Mob: 9843056462

E-mail: asadev@eth.net
Website: www.asadev.com

ASSOCIATE MEMBER — NOV. 1999
PRIMARY MEMBER - JUL. 2003
(NGO + MFI)

Tel : 0431-2780648, 2793533
Fax : 0431-2791300, Mob: 9443145127
E-mail : shepherddevorg@safy.com

ndfs@sify.com

ASSOCIATE MEMBER — NOV. 2000
PRIMARY MEMBER — FEB. 2004
(NGO + MFI)

Tel: 0422-5388867,

Mob: 9443449388, 9443449439, 9843258880
E-mail: iascmrtdm@satyam.net.in

Tel: 04651-272745/272738

9443449388, 9443449439, 9843258880
E-mail: iascmrtdm@satyam.net.in

ASSOCIATE MEMBER - JUL. 2003
PRIMARY MEMBER - DEC. 2004
(MFI + Sec-25 Co.)

Tel: 044-28130026,

Mob: 9840184246

Fax: 044- 281 33196

E-Mail: assefa@md?2.vsnl.net.in
nanofinance@eth.net

ASSOCIATE MEMBER — AUG. 2001
(MFI + NBFC)

Tel/Fax: 044-28133644/28133196
Fax: 0452-2534361,2530-865
E-mail: assefa@md?2.vsnl.net.in, kosh@eth.net

ASSOCIATE MEMBER — JUL. 2003
(NGO + MFI)
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TN-6

TN-7

TN-8

TN-9

TN-10

TN-11

Mr. Ramesh S. Arunachalam
Senior Consultant

Micro Finance Consulting Group
(MCG)

240A, Lloyds Road,
(Besant Road), Gopalapuram,
Chennai 600 086

Mr. Vivian Raj Kumar
Manager

Kalrayan Hills ADP (World Vision —
India)

1, Meenakshi Nagar,
Yercaud Main Road
Salem 636 007
Tamil Nadu

Ms. N. Radha
Executive Director

League For Education And
Development [LEAD]

80/40, 1 Street, Rayar Thoppu
Sriramapuram,

Srirangam

Trichirapalli 620 006

Tamil Nadu

Ms. Jasmine Lydia
President

PIONEER TRAD

47/2, Paddy Field St.
Perambur,
Chennai =600 011

Ms. Booma Parthasarathy
Director

Thirumalai Charity Trust (TCT)

Thirumalai Nagar

Vanapadi Road, Vanapadi Post
Ranipet 632 402

Tamil Nadu

Mr. C. Joslin Thambi
Director

Bullock-Cart Workers Development
Association (BWDA)

858, East Pondy Road,
Villupuram 605 602
Tamil Nadu

Tel: 044- 28270731/28350516
Fax: 044- 28206516 Mob: 9840082065
E-mail: r_arunachalaml@hotmail.com

ASSOCIATE MEMBER — NOV. 1999
(TSP)

Tel : 0427-2404454/2404455

E-mail: Kalrayan_Hills_India_ ADP@wvi.org

ASSOCIATE MEMBER — NOV. 2000
(CBP)

Tel : 0431-2432803,

Mob: 9842451234

Fax : 0431-2432521

E-mail : radha lead@satyam.net.in
radhan@md3.vsnl.net.in,
radha_lead@hotmail.com

ASSOCIATE MEMBER — MAR. 2001
(NGO + MFI)

Tel : 044-6400202, 5514681,
Fax: 6400202
E-mail : pioneert65@hotmail.com

ASSOCIATE MEMBER — MAR. 2001
(CBP)

Tel: 04172-247950/245195, 230870 ®,
Fax: 244038,

Mob: 9443333627, 044-24470510 ®,
E-mail: tctl@md5.vsnl.net.in,

Website: www.thirumalaichemicals.com

ASSOCIATE MEMBER — NOV. 2001
(NGO + MFI)

Tel: 04146-240683/241429
Fax: 04146-243861,

Mob: 9842340121

E-mail: bwda@hclinfinet.com

ASSOCIATE MEMBER - JUL. 2003
(MFI)
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TN-12 Ms. F. B. Vanaja Charly
CEO

New Life

C-20, 4th Cross, N.E.E.,
Thillainagar,

Trichy —620 018,

Tamil Nadu

TN-13 Mr. P. Dhandapani
Executive Director

Mahasemam

Executive Director
2/47-B, Uthangudi Post
Madurai 625 107,
Tamil Nadu

TN-14 Dr. R. Viji T. Solomon
Chief Executive

Ecumenical Church Loan Fund of
India (ECOLOF)

Fins Campus, 29,
Poonamallee High Road
Chennai 600 003

Tel: 0431-2768392,
Mob:9443151651
E-mail: newfed@hotmail.com

ASSOCIATE MEMBER - JUL. 2003
(MFI)

Tel: 0452-2583569/2588741-56
Fax: 2586353, Mob: 9842110801
E-mail: mahasemam@mailcity.com
semam@sify.com

ASSOCIATE MEMBER - JUL. 2003
(MFI)

Tel: 044-25611656, 25610996,
Fax: 25610152

E-mail: eclof@vsnl.com

ASSOCIATE MEMBER — JUL. 2004
(MFI + TSP)

UP-1 Mr. S. K. Dwivedi
Executive Director

Grameen Development Services
(GDS)

B-1/84, Sector-B

Aligan;,

Lucknow, 226 024, Uttar Pradesh

UP-2 Mr. Ganesh Pandey
Convener

Shramik Bharti

392, Vikas Nagar (Lakhanpur)
Kanpur 208 024
Uttar Pradesh

UP-3 Mr. J. S. Tomar
Managing Director

Cashpor Micro Credit

Opp.Care Hospital,
DLW-BHU Road, Bhikharipur,
Varanasi 221 004,

Uttar Pradesh

Uttar Pradesh

Tel : 0522-2334112,

Fax : 2389187/215/2330640
E-mail : gdslko@sify.com,
gdsho@rediffmail.com

PRIMARY MEMBER — NOV. 2000
(NGO + MFI)

Tel: 0512-2580823/2581091/2584075

Fax: 0512-2584074 (9839030389) (3127333)
E-mail: shramikbharti@vsnl.net,
sambharti@hotmail.com

PRIMARY MEMBER — MAR. 2001
(CBP + MFI)

Tel: 0542-3335353, 2322281/2322282
Fax: 0542-64439, 9415206201

E-mail: cashpor@sify.com,
cashpor@yahoo.com
dgibbons@myjaring.net

Mr. Tomar (Mob: 0542-3338416)

ASSOCIATE MEMBER — MAR. 2001
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UP-4

UP-5

UP-6

upP-7

UP-8

UP-9

Board Member, Sa-Dhan

Mr. Jatashankar
Executive Secretary

Manav Seva Sansthan "SEVA"

L.I.G., 1-198, Vikas Nagar,
P.0O. Jungle Beni Madhava,
(Via) F.C.I. Factory,
Gorakhpur 273 007, U.P.

Mr. Anil K. Singh
Chief Executive Officer

NEED (Network of Entrepreneurship
and Economic Development)

39, Nil Vihar, 14-Sector Power
House,
Indira Nagar, Lucknow 226 016

Mr. Bharat Bhushan
Secretary

Peoples Action for National
Integration (PANI)

1/13/190, Civil Lines ,
Near SBI — Main Branch
Dist: Faizabad 224 001, U.P.

Mr. Rahul J Mittra
Director

Margdarshak Community
Development Support Services
Pvt.Ltd.

D-165, Indira Nagar,

Faizabad Road, Lucknow 226 016,
Mr. K. N. Tiwari

Director

DISHA

Sultanpur-Chilkana,
Saharanpur 247231, Uttar Pradesh

Mr. Anil Singh, Director/
Mr. Sanjay Singh, Secretary

Parmath Samaj Sevi Sansthan

Mona House, Churkhi Road
Orai 285 001, Dist: Jalaun
Uttar Pradesh

PRIMARY MEMBER — JUL. 2004
(MFI + NBFC)

Tel: 0551-260627, 269015,
Fax: 260627

E-mail: manavseva@vsnl.com
manavseva@hotmail.com

ASSOCIATE MEMBER — MAR. 2001
(CBP)

Tel: 0522-2712671/73,

Mob: 9415020503

Fax: 0522-2302694

E-mail: need@satyam.net.in

ASSOCIATE MEMBER - FEB. 2004
(NETWORK + CBP)

Tel: 05278-225175,
Fax: : 05278-225175
E-mail: panisansthan@rediffmail.com

pani@paniindia.org

ASSOCIATE MEMBER — JUL. 2003
(NETWORK + CBP)

Tel: 0512-2348950,
Fax: 0512-2355377
E-mail: info@margdarshak.org

ASSOCIATE MEMBER — JUL. 2004
(MFI + TSP)

Tel: 0132-2696224/2696424,
Fax: 2696224

E-mail: post@dishain.org
www.dishaind.org

ASSOCIATE MEMBER — DEC. 2004
(MFI + CBP)

Tel: 05162-258412,

Fax: 05162-254910

E-mail: parmarth@parmarthindia.org
parmarthorai@sancharnet.in
www.parmarthindia.org

ASSOCIATE MEMBER - DEC. 2004
(CBP)
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WB-1

WB-2

WB-3

wWB-4

West Bengal

Mr. A. K. Maity
Secretary

Village Welfare Society (VWS)

F-3, Geetanjali Park
18/3A, Kumud Ghoshal Road
Ariadaha, Kolkata 700 057

Mr. Chandra Shekhar Ghosh
Chief Executive Officer

BANDHAN — KONNAGAR

BA-74, Sector-l, Salt Lake City
Kolkatta 700 064

Ms. Bani Saraswati
Secretary

Sreema Mabhila Samity

Vill + P.O. Duttapalia
Nadia, West Bengal 741 504

Dr. Gopal Chandra Baidya
Secretary

Kotalipara Development Society

Maa-Sarada Road, Pioneer Park
(Mat)

Po- Barasat, 24 Pgs (N)

West Bengal 700 124

Tel: 033-25646545/25645786,

Fax: 25646545

E-mail: kuldipmaity@rediffmail.com
Website: www.villagewelfare.com

ASSOCIATE MEMBER — NOV. 2001
PRIMARY MEMBER — DEC. 2004
(NGO + MFI)

Tel: 033-23347602,9830149724
Fax: 033-23347602
E-mail: info@bandhanmf.com

ASSOCIATE MEMBER - FEB. 2004
(MFI + CBP)

Tel: 03473-265207,265385,
Fax: 265385
E-mail: sreema@vsnl.net

ASSOCIATE MEMBER — JUL. 2004
(MFI)

Tel: 033-30965569, 25421801,
Fax: 25424072

E-mail: kotaliparasds@yahoo.co.in
www.kotalipara.com

ASSOCIATE MEMBER — DEC. 2004
(MFI)
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Appendix V. State Social Security Schemes

Risk/s Predominant source of Predominant source of Predominant source of Predominant source of
household income: household income: Informal |household income: household income:
Formal economy economy but wage Low-income groups (BPL) Extreme poor, destitute
public and private labourers (no contribution possible)
Sickness Public: Free treatment in state | Treatment in public hospitals. [ Treatment in public hospitals. | Treatment in public hospitals.

and medical care

hospitals and drugs
Medical leave on full pay for

Free supply to a limited extent
of care through primary health

Free supply to a limited extent
of care through primary health

Free supply to a limited extent
of care through primary health

13 persons employed in factories, shops and establishments with more than 20 workers. Medical treatment, Sickness Benefit, Employment Injury Benefit: Disability Benefit,
dependants’ benefit, maternity benefit, funeral expenses.
14 Cine workers employed in connection with the production of not less than five feature films to work as an artiste or to do any other work whose remuneration with respect to
such employment has not exceeded Rs. 8,000.
>Workers employed in those industries drawing wages of not less than Rs. 10,000.
®Workers employed in beedi industry including contract labour and home workers drawing wages not exceeding Rs. 3,500 per month. Those employed in establishments

employing 20 or more persons are also covered under the Employees Provident Scheme Employees Pension Scheme and the Deposit linked Insurance Schemes; they will
be entitled to the provident fund pensions and insurance benefits under those schemes.
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Risk/s

Predominant source of
household income:
Formal economy
public and private

Predominant source of
household income: Informal
economy but wage
labourers

Predominant source of
household income:
Low-income groups (BPL)

Predominant source of
household income:
Extreme poor, destitute
(no contribution possible)

up to 2 yearsin a
3-year period

Private: Free treatment in
Employees State Insurance
(ESI*®) hospitals and
dispensaries; reimbursement
of drugs

Medical leave on full pay for
up to 2 yearsina

3-year period if covered under
ESI

centres. Note that studies
guoted in this report indicated
an overwhelming preference
against the use of public
hospitals

Welfare Funds for Beedi
Workers and those of Cine
Workers™, Limestone and
dolomite labour; Mica Mines™

Beedi Workers Welfare Fund*®
(Health Care, Housing,
Education, Water Supply,
Recreation, Group Insurance)

Mediclaim—voluntarily for high-
income groups

Universal Health Insurance
Scheme'’ (hospitalization, life
insurance)

centres. Note that studies
quoted in this report indicated
an overwhelming preference
against the use of public
hospitals

Universal Health Insurance
(subsidized by state for BPL,
see footnote )-This is means-
tested through showing the
ration card issued by the local
government

centres. Note that studies
guoted in this report indicated
an overwhelming preference
against the use of public
hospitals

Work-related injury

Public

Ex gratia relief plus benefits
and the Workmen'’s
Compensation Act

Private

ESI and the Workmen'’s
Compensation Act™®

Social Assistance from
Welfare Funds mentioned
above for those engaged in
hazardous occupations in
certain states, e.g., headload
workers in Kerala™

Pensions for selected
occupations in distress (e.g.,
journalists, cine workers) in
Kerala Rs. 300/monthly;
Pension for TB (Rs. 50),
cancer and leprosy patients
(Rs. 100) in Kerala

" The Scheme is applicable to all the people but in the case of families below the poverty line government will provide a subsidy of Rs. 200 per family and Rs. 400 for a
family of seven. The policy is currently under revision by the Government of India.
'8 From 1923: Employers’ liability providing benefits for life, personal accident and permanent and temporary disablement
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Risk/s Predominant source of Predominant source of Predominant source of Predominant source of
household income: household income: Informal |household income: household income:
Formal economy economy but wage Low-income groups (BPL) Extreme poor, destitute
public and private labourers (no contribution possible)
Disability Ex gratia relief plus benefits No specific scheme, some Janshree Bima YOJana Pension for disabled >8 years
and the Workmen'’s benefits are a part of other Group microinsurance® in Rajasthan Rs. 200/monthly
Compensation Act packages (e.g., Kerala
ESI and the Workmen’s Headload Workers Welfare
Compensation Act Fund)
Old age Employees Pension Scheme Beedi Workers Welfare Fund | National Old Age Pension National Old Age Pension

Pension and Gratwty

Private

Employees Pension Scheme?

Unorganized Sector Workers
Social Security Scheme®

Scheme(NSAP) and state
governments for the Destitute
poor

Scheme (NSAP) and state
gove2r4nments for the destitute
poor

Pension schemes in some
states (e.g., Maharashtra Rs.
250/monthly; Pondicherry Rs.
175/monthly)

19 Bonus 11.5% of total wages, Disability assistance if disabled at work Rs.10,000, Terminal benefit on superannuation, retirement, disability or death 10% of total wages
earned during the entire period of service, Survival benefit: Normal death Rs. 15,000, Death by accident: Rs. 30,000, Death in the course of employment Rs. 100,000,
Invalidity pension monthly pension of Rs.150, Holiday allowance for 9 days at the average rate of wages, Educational grants Rs. 200 per annum, Hospitalization/Medical

assistance up to Rs. 5,000 for the worker and Rs. 2,000 for family, Scholarship Rs. 100 to Rs. 3,000, Distress relief (sickness benefit): in case of hospitalization followed by
rest and not in a position to do normal work at Rs. 60 or average daily wage whichever is less for two months; if treatment continues 50% of the above rate subject to a
maximum of Rs. 5,000, in case of death of dependants Rs. 750, Marriage loan Rs. 5,000 and grant Rs. 1,500, Funeral expenses Rs. 5,000, Retirement pension Rs. 200 to
Rs. 2,400, House construction loan, and other small benefits.

% Rural and urban poor persons below the poverty line and marginally above the poverty line (Rs. 100 contribution, Rs. 100 state subsidy). In the event of natural death Rs.
20,000/ accidental death Rs. 50,000. In the event of partial or total permanent disability due to accident the following benefits will be payable: Permanent total disability Rs.
50 000; Loss of 2 eyes or 2 limbs or one eye and one limb in an accident Rs. 50,000; Loss of one eye or one limb in an accident Rs. 25,000.

% persons employed in 180 specified industries and classes of establishments. Contributions by employers and employees: Employers 12% of wages, Employees 12% of
wages. In the case of beedi, brick, coir and guar gum industries the employers as well as employees have to contribute 10% of wages only.

Superannuatlon Pension, Retirement Pension, Invalidity Pension, Widow Pension, Children’s Pension, Orphans’ pension.

2 All workers mentioned in a list of 122 employments. Monthly pension of Rs. 500 per month from age 60 for life. In case of permanent disablement a sum of Rs. 1,00,000
will be paid from the Personal Accident Policy purchased from an insurance provider and the worker shall get pension based on pension point on attaining the age of 60
years. In case of death of the insured person the widow will receive a pension for her life; if both the parents are dead orphan pension will be paid to the children until they
attain the age of 25. Contribution from employers and workers at the following rates: Workers in the age group 18-35 will pay Rs. 50 per month. Workers in the age group 35—
50 will pay Rs. 100 per month. Employers will pay in all cases Rs. 100 per month. The self-employed in the age group 35-50 will pay Rs. 200 per month.

#0ld age pension of Rs. 75 per month. This limit is for purposes claiming Central Assistance—the state governments are free to raise the level of pensions (some state
governments are paying pensions at higher rates, up to Rs. 300 per month). Destitute (in the sense of having little or no regular means of subsistence) of the age of 65 or
above.
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Risk/s Predominant source of Predominant source of Predominant source of Predominant source of
household income: household income: Informal |household income: household income:
Formal economy economy but wage Low-income groups (BPL) Extreme poor, destitute
public and private labourers (no contribution possible)
Survivor Public National Family Benefit
Subsidized group insurance Scheme®
for death while in service;
family pension in the case of Janshree Bima Yojana, group
death after retirement microinsurance
Private
ESI,
Employees Deposit-linked
Insurance Scheme®
Maternity Public National Maternity Benefit National Maternity Benefit
Maternity leave 12 weeks on Scheme?® Scheme
full pay
Private:

the same if covered under
ESI,
Maternity Benefit scheme?®’

Unemployment

Private
Retrenchment benefits under
the Industrial Disputes Act

Public employment generation
schemes: e.g., employment
guarantee scheme?

Swaranjayanti Gram
Swarozgar Yojana (SGSY)*

Sampoorna Grameen Rozgar
Yojana®

Public employment generation
schemes

% persons employed in 180 specified industries and classes of establishments. Insurance Benefit. An amount equal to the deposit in the provident fund is paid in the event of
death of the subscriber while in service, subject to a ceiling of Rs. 60,000.
% Cash assistance of Rs. 10,000 on the death of the primary breadwinner, whose earnings contribute the largest proportion to the total household income.

2"\Women employees employed in factories, mines and plantations shops and establishments and other establishments to which the Central Government may extend the
a&pplication of the Maternity Benefit Act. Maternity Benefit at the rate of the average daily wage for the maximum period of twelve weeks.
2 Pregnant women of the age of 19 or above belonging to a household below the poverty line according to the criteria prescribed by the Government of India. Maternity
Benefit in the form of cash assistance of Rs. 500 per childbirth for not exceeding two childbirths.
% The scheme provides for 100 days of employment in public infrastructure construction projects per year.
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% Promaoting microenterprises and to bring the assisted poor families above the poverty line by organizing them into Self -help Groups through the
mobilization, training and capacity-building and provision of income -generating assets through a mix of bank credit and government subsidy.

3 Additional wage employment along with food security creation of durable community, social and economic assets an d infrastructure developme
unemployed or underemployed persons.
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Appendix VI: Terms of Reference

Microinsurance: Demand and M arket Prospects:
India, Indonesia, and the Lao People’s Democratic Republic

1. Introduction

Allianz AG* has expressed interest in being a partner with UNDP and GTZ in market research to
estimate the demand for microinsurance interventions in three major Asian markets (India, Ind onesia, and
the Lao People’s Democratic Republic). This represents a mutually beneficial opportunity for UNDP and
Allianz AG. For UNDP, it would create access to microinsurance to meet the demand, so far unsatisfied,
to reduce the vulnerability of over 3 billion people, and it has the potential to assist in achieving the
MDGs. For Allianz AG, it would provide aleadership nichein this growing industry. Microinsurance
also congtitutes a new market opportunity for Allianz AG. In partnership with UNDP, Allianz AG could
make an important contribution to the development of the nascent microinsurance markets. A consumer
base of practically half of the global population presents a significant market with a lucrative potentia for
the insurance industry. Given the added threat of human-induced climate change, the insurance industry
can proactively assist in reducing the vulnerability of poor people in developing countries to weather -
related natural disasters.

The underlying premise of this proposed partnership is that the delivery of microinsurance will benefit
poor and low-income groups, establish local entrepreneurs, and strengthen livelihoods. Thiswill be driven
by the creation of safety mechanisms for managing risks, and shocks and stresses including natural
hazards. The hypothesisis that access to insurance by entrepreneurs in the devel oping countries will draw
private-sector investments and promote national development priorities.

2. Background

Currently over 1 billion people—-two thirds of them women-live in extreme poverty on less than $1 a day
without access to most of the social services basic to a decent quality of human life. Thisfigure risesto
nearly 3 billion, if astandard of $2 is used.* The success of the strategy to reduce the proportion of
people living in poverty is contingent upon generating income -providing activities, augmenting access to
resources necessary for livelihoods, building assets, and assisting the poor and the disadvantaged
populations to manage risks.

Vulnerability to risks from stresses and shocks including illnesses, injuries, property loss, and
premature death are everyday realities for the poor. Additionaly, it is the poor people occupying
marginal, dangerous, and less desirable locations to live and eke out livelihood s, who are hardest hit by
natural disasters. In 2000, leaders of 189 nations agreed on eight Millennium Development Goals
including their commitment to reduce the proportion of people living in abject poverty by 50 percent by
2015. Simultaneously, in the face of economic globalization, it has become necessary to think

%2 Allianz is one of the leading global services providers in insurance, banking and asset management. Allianz is working in
more than 70 countries, and it is one of the five leading asset managers in the world. Allianz has demonstrated strong
commitment to the broader goals of sustainable development.

% OECD. 2001. DAC guidelines on Poverty Reduction. Paris.
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innovatively in order to reduce the vulnerability of poor people to shocks and stresses through provision
of safety net mechanisms to manage risks.

Micro and small enterprises employ a significant portion of the labour force in developing countries,
albeit in “survivalist’ employment and in the informal economy. The informal economy provides
employment for the majority of people, particularly women, in the developing world. Besides providing
low incomes, the informal economy does not provide any formal means to manage risk.

Many of the micro and small enterprises operate outside the legal system, and this also contributes to
their low productivity. These enterprises lack accessto financing and long-term capital, which isthe basis
for providing sustainability to all entrepreneurial activities. Additionaly, the institutions that finance such
enterprises are themselves prone to the risks of the borrowers, a fact that can constrain their goin g to
scale. For instance, microfinance providers (MFPs) allow low -income entrepreneurs to borrow money and
are therefore vulnerable to the same risk as their clients. In the event of arisk event striking borrowers or
afamily member, their ability to repay the loan is in serious jeopardy. While MFPs use several options >
to protect themselves from the risk of non-payment, none of them is perfect.

Micro and small enterprises can be engines of growth, if they are developed to generate income and
wages for their clients and support their transition out of poverty ®. In addition, since reducing
vulnerability is about risk management, risk management should be an intrinsic component of sustainable
livelihoods. Microinsurance®, though relatively new, provides such an option to the ‘working’ poor
people. Microinsurance aims to provide protection to low -income people against specific risks and
hazards in exchange for premium payments proportionate to the likelihood and costs of the risks
involved.*” At the same time, there is a need to explore safety net and insurance mechanisms that would,
in particular allow poor people to aleviate the economic impact of natural disasters.

Informal mechanisms such as savings and other traditional risk management structures * have proven
to be too costly and therefore unsustainable as long -term coping strategies®. While the private and formal
sectors appear to be the most suitable to provide microinsurance products —as they can design and offer
sustainable and long-term risk reduction strategies that are also profitable—this role is yet to be explored
comprehensively both as a business model and as an intervention for social protection. It is equally
important to understand how microinsurance relates to government policies and the rol e of the
Government and the public sector in terms of creating an enabling environment, laying the foundation for
its efficient implementation through developing capacity, strengthening institutions and infrastructure,
and disseminating information for the development of microinsurance opportunities as safety net
mechani sms.

3 Expect the group to repay; Try to claim from the estate; Write o ff the loan as a bad debt; Self-insure; Partner with an
insurance company.

% Sievers, Martin and Paul Vandenberg. 2004. Synergies through Linkages: Who Benefits from Linking Finance and
Business Development Services? SEED Working Paper No. 64. ILO. Geneva.

% Access to insurance reduces the vulnerability of households and increases their ability to take advantage of opportunities.
Moreover, by reducing the impact of household losses that could exacerbate their poverty situation, insurance enhances the
stability and profitability of households.

37 Cohen, Monique and Jennefer Sebstad. 2003. Reducing Vulnerability: The Demand for Microinsurance. Microsave -Africa.
Nairobi.

8 Targeted savings and consumption loans including Rotating Savings and Credit Societies and savings clubs can help the
poor to cope with day-to-day events, but as risks increase in magnitude and uncertainty, losses increase and simple savings
and loan activities are unable to manage those losses. Brown, Warren (2000): Why MFPs are providing insu rance to low
income people? Dhaka.

%9 Kawas, Celina and Marla Gitterman. 2000. Roundtable on Microinsurance Services in the Informal Economy: The Role of
Microfinance Institutions. The Ford Foundation. New York.
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Microinsurance to manage risks for population with low incomes and low insured values has limited
precedent. Although MFPs have demonstrated interest in participating in the microinsur ance industry® as
in fact many of the existing products have been defined for the clients of an MFP, it is critical that the
finances and management of the insurance business are separated from the MFP’s savings and credit
activities. Part of the reason lies in the fact that the microinsurance product could have high transaction
costs and the difficulties in controlling moral hazard and adverse selection. While households understand
microfinance very well, their limited understanding of insurance that could lead to a bias against insurers.
Microfinance providers may also be challenged by the need to achieve scale, and skills requirements for
actuarial anaysis, investment opportunities, and regulation.

MFPs have employed different strategies for providing i nsurance to their clients. For instance,
institutions like SEWA or ASA in India,* in collaboration with national public insurance companies and
private insurance providers such as Bgjg Allianz AG and GTZ, have provided integrated insurance
schemes covering sickness, death, widowhood, maternity, and loss of flood, fire, and riots to its clients.
MFPs in Uganda, in partnership with American International Group (AIG) have offered a group persona
accident and credit life and disability policy in Uganda since 1997. The premium is bundled with the cost
of auxiliary financial services into the MFPs’ interest rates, or as a separate fee. Gaining from its
experience in Uganda, FINCA International has offered the same AIG product in Malawi, the United
Republic of Tanzania, and Zambia. A private insurance company, Delta Life Insurance, provides a
combination of life and endowment microinsurance products, called Gono -Grameen Bima. CARD Bank
in the Philippines, through its Mutua Benefits Association (MBA) has been offering life insurance
policies with long-term savings. Canadian Cooperative Association (CCA) China has recently started a
small pilot health programme consisting of an integrated health insurance approach for its clients. The
programme is being supported by funds from the Canadian Government as well as client membership
fees.

The lessons learned from the limited number of ongoing activities clearly emphasize that
microinsurance is a highly technical operation, and that it is vital to better understand the market potential
and efficient delivery of microinsurance services. Apparently none of the initial microinsurance ventures
were preceded by any form of market potential study that looked at the demand and acceptability of the
product, development costs, cost of premiums or their affordability based on a sustainable business
model. Furthermore, none of the products launched until now were followed up, or included the education
of clients, insurance service providers and other stakeholders, or disseminated re levant information on a
broader basis. Thisis part of the reason why the client turnover rate in some of these initiatives has been
large, and many of them have failed to show even a modicum of the potential profits microinsurance is
potentially capable of. There isindeed alot to understand prior to introducing microinsurance as a viable
market initiative to help poor people cope with income erosion to reduce their vulnerability while
providing a new business opportunity to forward -looking insurance companies.

Microinsurance is a nascent market. If microinsurance can be delivered in a cost -effective manner
through MFPs and other civil society organizations, the significant numbers of their clients who are in
need of insurance services per se represent a profitable segment for the insurance industry. Previous
attempts to launch microinsurance products have quickly revealed some key factors for success in
implementation:

0 Response to demand from clients, reducing h ousehold risk, protecting the institution, and an additional business
olpportunity.

*t India is leading insurance industry expansion into emerging Asian markets. Both India and China are opening their
enormous markets to overseas companies, which will create market expansion opportunities for the insurance sector.
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= Products should be launched after a careful market study including qualitative consu mer surveys,

= Products should be designed in close consultation with the stakeholders;

= Information and knowledge of the products must be clearly communicated to and shared with the
potential customers;

= Claims must be settled as quickly as possible;

« The transaction costs of delivery must be clearly understood, appropriately allocated, and
minimi zed;

= The product provider must have considerable knowledge and experience of the actuarial side of
insurance provision;

= Products must be launched sequentially starting with simple products (life/funeral, catastrophe
insurance) and then moving into more sophisticated products such as health.

Hence there is a need to initiate market potential studies in a limited number of countries. It is also
recommended that the outcome of the studies be implemented through timely, pilot, ‘learning by doing’,
microinsurance initiatives that are based on sound business models and practices premised on well -
defined market and comprehensive market analysis. It is hoped that the success of such smaller pilot
initiatives would allow microinsurance initiatives to be taken to scale and achieve wider acceptance and
validation. The pilot initiatives will aso assist in delineating and creating an enabling environment, and
putting it in place to ensure that the process is efficient and transparent with minimal transaction costs. In
addition, the lessons learned from the pilots will provide a valuable estimate of the extent and nature of
capacity development at the human, ingtitutional, and system-wide levels that is required for loca
governments, civil society, and the private sector to make microinsurance a viable business.

The countries of interest would include India, Indonesia, and the Lao People’s Democratic Republic.
While India has a large number of existing microinsurance activities, Indonesia has an active
microfinance and microenterprise system and intends to expand social security systems to the informal
economy. In the Lao People’s Democratic Republic, one of the group of the least developed countries,
demand is high, and the Government already supports socia health insurance. Additionaly, in India the
government policy directs the insurance industry to spend a certain amount of resources to improve the
quality of life for poor people.

3. Objectivesof the study

It is in the above context that the UNDP-Allianz AG-GTZ joint market research and exploration of
microinsurance interventions in selected countries is being formulated. The first step is to review the
existing experiences through a desk study and then undertake market -based studies in alimited number of
countries to acquire a better knowledge and understanding of the potentia for microinsurance and
efficient delivery of demand-based products. It is hoped that the study w ould provide an evidence-based
theory of change to make microinsurance a sustainable alternative for providing safety net mechanisms
for poor and disadvantaged communities.

3.10verall long-term objectives
To substantiate linkages between microfinance, development of entrepreneurs and sustainable livelihoods
through the availability and access to microinsurance by the workersin the informal sector.

Explore the use of microinsurance as a safety net mechanism to reduce vulnerability of livelihoods of the
poor including impacts of climate-induced natural disasters.
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Goals of thisactivity

= To estimate the demand for microinsurance in three countries of Asia.

= To estimate the potential supply of microinsurance in terms of risk takers (regulated insurers,
governments, and others) and various delivery channels. This estimation will include a discussion
of transaction costs for delivery of microinsurance services.

= To explore the option of undertaking pilot initiatives through the development of a basic process
outline inclusive of estimated costs.

= To foster dialogue and cooperation between the insurance industry, governments, and civil
society, and enhance North-South and South-South partnerships.

3.2 Benefits of UNDP-Allianz AG-GTZ collaboration

A joint study on microinsurance will benefit from the unique capahilities of the three partners. By virtue
of extensive country offices and projects that work closely with developing countries’ governments, the

private sector, and civil society, UNDP and GTZ provide an in-depth understanding of nationa policies,
ingtitutions and capacities, an excellent ability to convene diverse stakeholders, and make available
experiences from several microinsurance projects. Allianz AG, as aleader in the insurance market, brings
the knowledge of insurance market structures and product design to the partnership.

4. Activities needed to generate outputs

The market study will explore options for engaging the insurance industry in providing microinsurance as
a safety net mechanism for the developing countries by assisting in risk management and strengthening
the development of local entrepreneurs and other poor and low -income groups within the overal
framework of sustainable livelihoods and Millennium Development Goals (MDGs).

A team of three international consultants will complete the activity (one of the consultants heading the
team). These consultants, knowledgeabl e about microfinance and microinsurance initiatives globally, will
receive country-specific technical informati on from national insurance experts. This activity would also
include discussions with other microinsurance providers in the country such as ICICI Lombard. These
inputs will include desk activities such as briefings on the state of the market in the target country, as well
as acquisition and provision of secondary data relating to the insurance industry, including: Insurance
laws and regulations; insurance commission annual reports, microinsurance activities; and available
studies on the sector especially those that relate to the low-income market. In-country experts will also
provide access to any relevant documents and/or studies including those conducted by Allianz AG in the
target countries, as well as assist in obtaining entry for interviews by the consu Itants as appropriate. The
assistance of the insurer in the advisory capacity will be limited, in order to ensure the objectivity of the
results and recommendations and broader viability of the market intelligence activities.

Further inputs are expected from UNDP, GTZ, and other organizations, if required. The studies will be
conducted in teams of two with additional contribution by the national Allianz AG insurance experts to
prepare a business plan for undertaking potential pilot projectsin at least tw o countries jointly selected by
the organizations who will fund the future projects (details are elaborated under para. 5).

In particular, the experts will anayse the lessons learned from prominent past and ongoing
microinsurance activities globaly, and prepare a comprehensive report for each of the three selected
countries covering the issues addressed in the Terms of Reference provided below. The experts will
ensure that the paper is cohesive, clear, forward-looking and uses out-of-the-box thinking to identify
pathways for the implementation of policy and microinsurance incentives that promote cost -effective
adoption of risk management strategies and have practical recommendations that can be implemented at
thefield level.
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The paper will cover the following:

I. Landscapereview
The research should glean critical lessons for enabling policy environment, barriers, and incentives for
marketing microinsurance as a business product by engaging the insurance industry in partnership with
the national gover nments, and capacity development demand for implementing microinsurance initiatives
at the ground level. It should cover:
= Literature review and analysis.
« Relevant ingtitutional and legislative frameworks.
= Available knowledge sources and networks including current providers of microinsurance at the
ground level aswell as the insurance companies that underwrite the microinsurance;
= Assessthe most important risks and the vulnerability of poor and low -income groups and analyse
the current risk management strat egies applied by them.
= Analyse the options of risk management strategies available in the selected countries and identify
the gaps of risk management tools (including linkages of microinsurance with national socia
Security programmes).
= Identify successful microinsurance initiatives and evaluate the possibility for, and potential
impedimentsto, their replicability;
= Identify market barriersto the adoption, use and sustainability of cost -effective microinsurance
and risk reduction measures;
= Identify cultural and socid barriers that hinder the widespread adoption and use of microinsurance
and risk reduction measures;
= Identify ingtitutional barriers (regulatory, governmental, development banking, legislative) to the
integration of microinsurance and risk management and elaborate on relevant reforms supporting
social security in the informal economy, if any;
= Identify demand centres of microinsurance as well as the areas for which microinsurance is most
desired.
= Examine therole of microinsurance for reducing t he vulnerahility of low-income groups and on
the development of local entrepreneurs.

I1. Role of gover nmental, civil society, disaster community

= Identify and evaluate government policies and strategies in place for providing an enabling
environment for microinsurance at the state/community levels, and highlight important lessons;
include funding sources, business prospects, etc.;

= Identify community initiatives including microfinance-led initiatives to provide microinsurance to
local clients. Highlight important lessons; include funding sources.

= Define capacity development needs (human, institutional and system -wide) for implementing
successful microinsurance initiatives.

I11. Insurance/reinsurance industry: Market opportunities

= Identify insurance industry market strategies (including products of interest) and ongoing
initiatives to provide microinsurance and reducing vulnerability, and increasing physical and
economic resilience (risk management, risk pooling, incentives, funds). Note vision, funding
Sources.

= Assesstheinsurance products in the context of other risk management tools for poor and low -
income groups (state-supported programmes and informal systems such as savings and credit
products).
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= Identify partners (in the selected countries) who share a common vision and the desire to learn and
implement the new product segment of microinsurance.

= Qualitatively estimate potential demand and market potential for microinsurance (in three
countries) including clients’ comprehension of the concept of insuran ce, understanding of risks,
and willingness and ability to pay according to different socia and economic groups.

= Provide present viable business propositions and recommendations for design and delivery of
microinsurance products; broadly estimate the tran saction costs including consideration of the
capacities and ingtitutional capabilities of microfinance and local devel opment banks to deliver
insurance benefits.

« ldentify development banking and commercial banking initiatives to provide microfinance and/or
safety net mechanisms for the governments or communities to increase physical and economic
resilience.

V. Bilateral, multilateral, and other donor communities

= Identify donor communities and their interest in microinsurance;
= Identify risk pooling limitations and opportunities.

V. Action plan: Undertaking pilot interventions

= Synthesize critical lessons learned from previous initiatives undertaken to determine both the key
factors for success, and the barriers, and operational and ingtitutional impedi ments, to the
implementation of microinsurance strategies for risk management, risk transfer and risk reduction.

= Identify creative and innovative pathways for advancing the implementation of policy and
insurance incentives that promote cost -effective adoption of risk management strategies.

= Identify areasin which funding support may be necessary, including linkage of microinsurance
with development of local entrepreneurs.

= |dentify capacity development needs.

Planning meeting

In order to ensure that all parties are clear on the objectives, approach, and expected outputs, it is
necessary to have all parties meet to plan this activity. Because of cost constraints, this meeting should
take place as ateleconference with partiesfrom Allianz AG, GTZ, and UNDP, aswell asthe core
consulting team, Michael J. McCord, Monique Cohen, and Gaby Ramm. This meeting should take place
before the first field visit.

Output
An output in the general form of a business plan will be provided for each country, following the ba sic
outline below:

Executive summary
Includes a synopsis of the national strategic business plan that summarizes the highlights of the plan.

Vision/mission

Provides a snapshot of the present stage of microinsurance in the country, plus a picture of where the
industry is going given Allianz AG/UNDP/GTZ intervention as suggested in the plan. Included will be
summary of the goals, objectives, and requirements on how to get there.

Microinsurance overview

This section provides basic information about microinsurance in the country, including issues of:
regulation, competition, social protection programmes, other government, private, civil society, and donor
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initiatives and plans that make up the structure of microinsurance and insurance in the country. This
section will aso include adiscussion of key international lessons learned.

Demand analysis
In this section we will define the microinsurance market in the country, the general characteristics of the
target market, assessment of current risks impacting the market, how the market currently manages these,
and where there might be potential demand opportunities in terms of products and services. This section
will also include consideration of the benefits of microinsurance over those of currently utilized risk
management strategies. Finally, it will include a discussion of market risks to product introduction. Some
specific information will include:

«  Exigting risks experienced by low -income populations,

= How poor people prioritize risk,

= Thestrategies they use to mitigate risks ahead of time and to cope with shocks after they occur,

= Significant differencesin coping behaviour by gender.

Annex 1 provides a detailed explanation of the methodology for conducting the demand analysis.

Product/Service strategy
A detailed review of formal - and informal -sector microinsurance initiatives will identify:
= potential partnerships
= products
« interested MFPs, insurers, and others
= delivery channels
« transactional processes between the different organizations (agents and insurers)
= genera potentia product opportunities with a product development strategy
= additional research required
= potential relationship structure issues between different institutiona partners
= capacity development requirements
= output indicators
= risksto the product(s) including governmental, regulatory, legislative, supervisory, environmental,
cultural, and others.

Marketing/Market education plan

This section will discuss the marketing requirements of insurers, delivery channels, and the potential
market. Some suggested areas of market education would be addressed based on lessons from the demand
analysis. Delivery strategies will be addressed.

Financia plan

This section will include:
= abasic draft outline of the costs of testing and implementation.
« adiscussion of potential profitability
« an estimate of additional donor/investor inputs required.

Support documents
This section includes a variety of additional documents to substantiate the plan.
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6. Duration and costs

Country Final product due on or before:
India 30 April 2005

Indonesia 31 August 2005

Lao PDR 31 August 2005

7. Qualifications and experience

The candidates should have an advanced degree in afield related to finance, insurance with an emphasis
on microinsurance and microfinance and international development, and 10-12 years of professional
experience in implementing such initiatives at the field level. Experience in dealing with issues of
insurance, safety net mechanisms, or risk management at the level of government, civil society,
communities, or the private sector is highly desirable.

S/he should have a good understanding and experience in the area of poverty alleviation, sustainable
development, development of entrepreneurs and building partnerships between diverse stakeholders. The
consultant should have a good knowledge base of MDGs and be well experienced in the role of insurance
in reducing vulnerability and strengthening sustainable livelihoods. Excellent writing skills in English are
necessary. The candidate should be able to function effectively in an international, multicultural
environment. S/he must be fluent in both spoken and written English. Knowledge of other UN
official languagesis an asset.

Annex 1: Methodologiesto be applied in demand resear ch

M ethodology:

Microfinance Opportunities will use the qualitative research methods it has developed and used in other
microinsurance market research studies. These include focus group discussions (FGD), participatory rapid
appraisals (PRA), and individual in-depth interviews.

1. Focus group discussions and participatory rapid appraisas

A variety of qualitative tools and techniques will be implemented including focus group discussions that
address low-income populations’ risks and risk management strategies, PRA tools in cluding the life
cycle, time series of crisis, seasonality of income, expenditures, savings and credit, and seasonality of
risks. These will be used to investigate:

A. Risk and risk management strategies

» Range of risks and the effectiveness of the coping strategies (indigenous/informal group insurance
mechanisms, formal insurance and other instruments) used to address them.

= Ranking of key risk in terms of the financial stress and lump sum cash needs to cope with them.

= Changesinrisks, their impact, and co ping mechanisms over time.

= Changesin cash flow, financia needs and prevalence of shocks in the course of the year.

= Identification of vulnerability of and coping mechanisms used by different income groups.

= Client use of financia services, including credi t, savings and insurance to manage risk both before
and after the event.

B. Client satisfaction with existing insurance schemes for poor households

FGDs will be held with members, ex-members, and non-members of existing insurance schemes for poor
households in order to learn about the level of satisfaction with and understanding of these products.
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Individual interviews

In-depth interviews will be held with key informants who are members of indigenous, informal, group -
based insurance schemes or who are policyholders with existing insurance schemes. Individual interviews
will also be used to explore the demand side issues related to affordability. Thiswill generate information
for the purposes of learning more about:

Indigenous/informal insurance schemes and the importance and use of savings and loans to manage risk
Interviews will be held with key informants to ascertain the use of indigenous insurance schemes and the
use of savings and loan products to manage risk.

Information related to the demand for microinsurance products

The AIMS/SEEP |oan use tool will be used to investigate the use of savings and loans by microfinance
clients to cope with key risks. These interviews will identify clients’ pre -existing financial obligationsin
order to determine their willingness and ability to pay for microinsurance.
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