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5 | DCGAP.
Step 1: Project Planning

" Guideline 1: Take active steps to
develop a Ml market.

Guideline 2: Adopt a policy on Mi
as part of a broader financial
inclusion approach.

. Ensure supervisor has a mandate for both oversight & market
development;

Make (and reinforce) public commitment to Ml development.
. Integrate, as possible and practical, Ml and MF developments

(OCCGAP.
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Step 2: Awareness and
Coalition Building

Guideline 1: Take active stéps to develop a '
microinsurance market

Guideline 5: Allow different entities
to get into M1

Guideline 10: Use market structures
to help with supervision

+ Facilitate outreach;
. Consult widely, ensuring both formal and informal sector reach.
. Reinforce commitment to action and support




i“”CGAP
Step 3: The Buetness Caee

Guideline 1: Take active steps to
develop a microinsurance market

Can collaborate and publlsh lntormatlon as a
publlc good;

« Country, and mdwndual segment SItuation is
" relevant — avoid template solutions; -

Step 3A: Maa't(et Aeseesment

Guideline 1: Take active steps to
develop a microinsurance market

« Take steps to understand the Customers
and markets |




==  Step 3B: Product DGAP.
Development

Guideline 1: Take active steps to
develop a microinsurance market

Guideline 8: Facilitate
active selling

A i o
. Promote products, providers, and distribution that triggers Ml;
. Consider both formal and informal providers;
. Seek/facilitate business models that reduce cost and enhance delivery.
. Lowest possible distribution cost consistent with uncompromised customer
protection.

»  Standardised policy terms can help consumer understanding.
.\——’_——/
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Step 3C: Regulatory Audit

Guideline 3: Define a Ml product
category

Guideline 4: Tailor regulation to risk

Guideline 5: Allow different entities
to get into M|

Guideline 6: Provide a path to
formalisation

Guideline 7: Create a flexible regime
for distribution

Guideline 8: Facilitate active selling




Step 3D: Sysiems and
Infrastructure

Guideline 1: Take active steps to
develop a microinsurance market

Government can access fundlng for market wide lnfrastructure
—~ Product development U o o . o
— Experience studies ' '

— Administrative facilities for payments internet and cell phone based
-technology, integration with service provnders in, for example health.
weather stations for indexes etc.

@CCAP,

Step 4 The Ps%e& and ReEEA" 1t

Guideline 9: Monitor
and Respond

+ Continue engagement throughout the process

« Ensure successes are reinforced

e —




E@ | 2>CGAP.
Summary: |

- Inclusive markets start with inclusive plans
- Engaging with wide range of potential
candidates ‘

« Public goods share costs, Standards can
simplify processes |

- Invest in customer understanding

- Seek innovations to reduce expense
loadings

+ Test and refine
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Improving Smallholders’ an
Governments’ Access to Finance through
Weather Index Insurance — Lessons learnt

from China and the rest of the world
Ulrich Hess

Agenda

I. Intro: Weather Index based Insurance
II. Recommendation

III. Needs

IV. Benefits

V. Evidence

1) International experience — lessons learnt
2) Experience from Anhui

VL. Conclusions and way forward
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Intro: Weather Index Based
Insurance (WIBI)

* Weather index insurance contracts are policies linked
to the fluctuation of a weather variable

* The weather variable is measured and indexed
according to the specific objective of the insurance
policy

* Insurance payouts are based only on the performance
of the weather index and not on actual damage
incurred or losses suffered

Recommendation

Weather Index Based Insurance
(WIBI) can

v’ catalyze access to finance for high
value crops for farmers

v’ catalyze Government access to
catastrophe financing and

v" should be developed further by
CIRC and insurers.
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Needs

o Farmers
— Vulnerable to crop failure risk
» impedes access to finance
e technology adoption . =
~ « helps to trap smallholders in poverty
— demand simple, objective and timely crop
insurance |
o Insurers |
_ wish to develop sustainable low transaction cost
techniques to insure smallholders
o Governments |

— want to lift smallholders out of ioverty
—Need to finance catastrophic ris

Benefits

« WIBIl1s
—Easy to administer
—Easy to reinsure
—Objective and timely
—Low transaction COSts
—No moral hazard problems
« However, WIBI has
—"Basis risk”
—Requires weather stations close to insured
farmer
—Relatively high R&D start-up costs for
insurer . |
» Impact: guaranteed and timely compensation
generates crop investment and income

2003-7-18
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® Vieinam Fiood Insurance for Ag Bank portfolio
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400,000 1—

Index Insurance works in two
worlds

* “Promotion” of access o finance and
agricultural growth
—Catalyze game-changing value
proposition for farmers
—Private, no subsidies, reinsured
» “Protection” of vulnerable households
—Make disaster relief more reliable and
timely
—Public, highly subsidized, donor
supported
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Case overview

No.

Fa.l. LW
covered

c Cumulativ
as

es 2003 2004 2005 2006 2007 2008 e total
Priomotion 21 g30 11,302 108,687 251,660 249,593 133, 700 755, 174
Prptection 6 - - - 316,000 620,571 800, 000 1,736,571
Hybrids 8| ss850 20,549 31,904 186,072 73,274 750,052 | 1, 10%, 601
TOTAL 35| 3,080 31,851 140,591 " 753,732 943,440 1,684,652 | 3,693,346

lessons learnt — Scalability +
Qustainability Drivers (I)

Promotion World
1. Good value for insured party
o Farmers must perceive an opportunity
for a sustainable game-changing value
proposition with significant additional
income |
o Insurance premium is financed by
'gMQgﬁBMmhwmmHMW%Hmw

2. Local champion needed




Scalability + Su(ste;inability Drivers
11

rotection

1. Solid economic rationale

+ cost-effective as substitutes for traditional
disaster relief

* value for final beneficiaries

. Part of a disaster risk reduction

framework

° catalyst of disaster reduction efforts

| Y

% Scalability + Sustainability Drivers
: (III): Delivery Channels

Promotion and Protection Worlds
3. Efficient and trusted delivery

mechanisms to reach final beneficiaries

* The ex-ante effect: perception of
guaranteed, timely disaster recovery
assistance generates more investment and
development

» Ex-post effect: delivery and transaction
costs and associated risks lower

2003-7-18
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Overall Scalability + Sustainability Driver II:
Reinsurance

Access to international risk transfer
markets is crucial for primary insurer
engagement and therefore sustainability
RI supports financially

RI vets contract designs

RI supports scale up

o v o e o e e o R e ) S R S S p =g T w SRR S

IIL:
Weather Data

AT i s g o Tpe g | e o s g w7y g s e SRS

Weather stations...
need to be close to farmers and protected

beneficiaries
report regulayly and verifiably
_and appropriate weather data services

are vital for scale up

Historical data
_Real time data services for insurers
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The Anhui Pilot Project

*  Objective: Assess viability and utitility of weather index
ITISUTANCe

° Joint Venture: MoA+Chinese Academy of Agriculture
Sciences (CAAS) and WFP+IFAD with Guoyuan Insurance

(Anhui)
*  Funding: [FAD Grant 50% - 50% matching funds MoA
*  Phases:

1. Preparation .

2. Appraisal of feasibility incl. Demand Assessment
3. Product Design and Development

4. Pilot :

5. Lessons Learnt

2. Feasibility - e.g. Demand
Assessment

B . Demand Accecament reveale fland evnaanre,




i Conclusion and way forward: Index
| Insurance for governments and farmers

| Weather Index based Insurance

{ —Sustainable if public goods are created and
g | start-up cOsts covered

| |—Scalable if value proposition is compelling

" |_Has Impact because it can catalyze access
to finance/inputs and improve disaster relief

Wperformance

ay forward.in China?
— Evaluate pilot lessons from Anhui, extend

to other Provinces ’
_Desien index based catastrophe financing

with Provincial governments

2003-7-18
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Developing valuable microinsurance
products.

Brandon Mathews

Taiyuan, Shanxi
14 July 2009
‘Microinsurance

7
ZURICH

Agenda of core product issues

| & Valagfor-eusto

@ Value for providers

& Key areas requiring innovation

i Microinsurance
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© Zuen berrmroa Epeszes

Insurance should be valuable for @@
those that use it (that have a ZURICH
claim).

@ Ten people know there's a risk event that they balieve costs $30 and
it will happen to one of them so ten buy insurance.

@ For the one that claims, insurance must
@ Correctly pay incurred losses.
@ Pay in time to be useful,
® Payin a way that Is useful,
@ Be in a useful amount.

@ IMake certain that the claims benefit suits customer requirements

Microinsurance

HER AU
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It should also be useful for those &

that buy it but don’ t use it (don’ t  ZURICH

claim).

@ Nine people bought the insurance but didn't have a claim. .. but
also no longer saved toward the $30 event.

& Insurance should allow:
@ Release of savings
@ Acceptance of ordinary risk.

@ Good insurance changes the behavior of the insured.

Microinsurance

depzann




@ Zanet: Finasead Sansees

It perhaps will be useful even for 7 i
those that don’ t buy it. ZURICH

® Ten insurance buyers live in & community of twenty people.
@ The $30 claim pays for services that otherwise aren't available.

% |nsurance allows services to form that eventually can aiso serve
the uninsured.

,-\\

Microinsurance

RRaRai]

- create customer value.

Product and proposition design must =
o ZURICH

® Customers that have a valid claim should suifer less from
sconomic shock because they owned the correct insurance.

& Customers that bought insurance should understand the terms
and as a result, reallocate perscnal finances / risk behavior.

& The best products will even benefit non-customers by funding
formation of new services where there were none.

Microinsurance

kiR L




Agenda of core product issues 4
ZURICH'

@ Value for customers

@ Value for providers

& Key areas requiring innovation

O Zemen Feomd Senen

Microinsurance

ER R

For MI to reach all customers who 7 m
need it, it must be sustainable. . ZURICH

“If you want to put your money in microfinance just to
feel good, by all means direct it to the orgamza’uon
that most pulls your heartstrings.

But if your objective is to roll back poverty and change
the world, don’t believe those that have been telling
you that returns on your investment are the i icing on
the cake. Itis the cake itself.” :

Michael Chu, Harvard Lecturer; Former ACCION CEO,
Founding Partner Pegasus Investments.
Forbes Magazine Dec 2007

¥
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: Microinsurance
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Supplier sustainability can be ) )
harmonious with customer value ' ZURICH

@ Demand is marginally affected, at best, by profitability. Whether the
- premium in my example was $3.00, $2.90, or $3.10:

@ Person whose claim was paid is better off
% People that didn't claim assessed experience based on total price

#® Formation of services for non-buyers is not affected

& Possible to justify with some other benefits:
@ Employee moral — goaod to work for a company that is good.
&. Innovation — profit in Mi signals improvements for all segments.

@ Alignment with other market aciors. -

i Microinsurance

iy BRI
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Agenda of core product issues

@ Value for customers

@ Value for providers

§

i Microinsurance
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Microinsurance products require that 7 “
we modify in 3 basic dimensions ZURICH

New partners

‘Existing partners

New Customers
Existing Customers

i
&
E
i

Microinsurance

KRR EED D

Direct expenses and commissions do @
not automatically scale with risk. ZURICH
Micro Most Wealthy
customers customers customers

.

A
i

Claims
Direct

" Capital
Commission ﬂ Profit,

!

Microinsurance

LR
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Do we need to reinvent the wheel? @
' ZURICH
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Microinsurance

ny

Senices

Tl Fanancrd 5,

Actionable innovations improve @
sustainability for customer and . ZURICH
insurer. '

Immediate Mid term ' ' Over time

‘ Lower Rate ~ Same Rate
Higher ER — Lower ER Same ER Same ER
Lower LR ———— Higher LR - Same LR Higher LR
Acceptable CR Attractive CR Acceptable CR Acceptable CR
through and increase and increase
innovation | market share penetration
Claims Capital
Direct Commission

Microinsurance

e Ly
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Good product design anticipates @@
operational requirements. ZURICH

w Guaranteed issue products are more easlly distributed

& Well targeted products are more easily sold.

@ Where the segment requires a feature, it is often better to price it in
than to ignore it

. Ky . ) o wo A
& Variable timing ?f payment M_/i{_- Ja 47 /7)4? ,’,/j
@ Reduced exclusions S b 13 7. ,«ﬂ
724

@ In-kind claims benefits reduces moral hazard and thus claims
Q?. H -
1 Prosthesis vs payment /\w .
61«

Microinsurance

R P

© Zuh Fomenst Srecces

Summary & Conclusion
ZURICH

& Customers receive value not only from paid claims but also from
anticipatory benefit and services formatlon
yx.‘,;‘((' (}[, =

& Providers require an adequate return on equity to fully engage this

segment but also get beneflt from innovations.
"0 -I--A('/(s.r, w.\u—

@ Technical adaptations are actionable and mainly operational.
*&, @4 L?’g/\ 1/ 0,, L’l ’0(7/{;1"’/ é; _‘zf”’u{D 7"@‘ )
& The best microinsurance product will start as a good one and the

good product starts as one that is only fair. ,_.' !

Microinsurance
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% Microinsurance

Thank you
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g Key Messages

1. Microfinance and Microinsurance are different
* Insurance is a complex product
> assessment of individual risks
> delivery of services through contracts

2. Microinsurance is a cross cutting issue and regulatory
environment needs to be assessed against IAIS
Insurance Core Principles

3. Need to
¢ Address bottle neck issues
* Develop capacity of all stakeholders
* experiment and learn how to do things better

* ldentify models for scale up around the world

g Basis for work

i

|| An insurance supervisor is important to maintain trust in
| the insurance system

| Consumer protection must not lead to exclusion

T e n o g

Microinsurance activities should not be held to lower
supervisory standards

The future of microinsurance lies in a supervised setting
- however all players cannot be regulated

Sound policy and regulation requires informed and well-
|| equipped policymakers, regulators and supervisors

| IAIS Insurance Core Principles are also valid for
microinsurance




What is microinsurance?

BRI

but protecting them through effective risk management

income people, provided by a variety of institutions, run
in accordance with generally accepted insurance
principles, and funded by premiums

-(Source IAIS Issues paper 2007)
Comprises of risk-pooling products
| Appropriate for the low-income market cost, terms,
| coverage, and delivery mechanisms

MicroFinance helps people improve livelihoods

Poverty reduction requires not just generation of incomes

Microinsurance is defined as insurance accessed by low- |

Microlnsurance helps them protect the gains

E

' What is microinsurance?

)

N :
A3\ Formal Insurance Industry
. QW ,

informal Insurance

WEALTH

[
L

A

POPULATION

Insurable, but
without Access

ninsurable by Market Mechanis




g Factors appropriate for development of
microinsurance_

Policy and regulatory issues affecting the
development of microinsurance

R e e S T

eereomy

4 + Push Interventions

5 = Flnanclal Inclusion policy can push microlnsurance davelopment
by Integraling it into its framework

~ Ragulators and supervisors need a clear mandale to support
market development and respond with regulatory adjustmanis

Financial Incluslon policy

Ny +Pullinterventions . :
~Long term growth.and scale depend; on the financial viability of

' . /selling products n givn'markets
{
1] d
! ;
i
Y 1 b
]
I ¥
¢ i
i pact of compliance cost |
i mpact of exclusions g
N ‘ Regulatary.resporise.. . . . . i
‘Regulatory:burderi ol beirdlen; (neec fgns’peclald/speﬁsa!fon?reduced) !
S High bijrden with Timitéd cépacily incentivises informality. (need |
for special inteiverition) )

ol LI oy

s

P




E Policy and regulatory issues affecting the -
3 de\{glopmen’g of microinsurance '

FMIcroin‘surancedeﬁnftlonh

Veak:definitions restilt in-regulatory -avoidance;i-and
Jarbitfage’ - :

o Uslng low.risk’ features to:define: mlcromsurance may not
. bemost.appropriate
-Tay/ar regufation to.the risk-characteristic of mlcromsurance

ngh ~fregulatory barners on. entry and formahsatlon,

Policy and regulatory issues affecting the
development of microinsurance

i 1:‘Mafket_:co‘nduk;t;reQUIatans

iWeak: goVeinéh'céviinﬁlie jigher regilatory.effortto-ensure.
mpliance: - ’
tlator-has | :mp/emented*measure

5| fO lmprove gover nance

ducts: appropnate foriowincome:

. Def ne a. mlcromsurance product category,WIth lower
-risk (in cluding policy: contract:guration, benefit.cut-off
‘level-and:risk'events that:are included-and, simplicity of
stify:reduced prudent;al and-market




Policy and regulatory issues affecting the
E development of microinsurance

““Allow multiple categories of infermediaries for
ensuring low cost distribution

« Avold prescriptive regulation In order to accommodate
changing.distibuition models

, * Avold commiission caps on Intermediation process
|| Intermediaries and require microlnsurers to disclose commission

levels'to supervisor
¢ Promoting insurance awareness

i -“Market should be made aware of advanlages of a regulated

, Insurer -

. + Simplified procedires for underwriting management
; and clalms administration

y * Grlevance redressal

; There must be ease of constmer recourse {o lodge & complaint
Consumer protection . arid or channel enquiries o i

*Base regulation and'suparviston strategy on a carelul | i
-assessment of the areas of rigk facing the consumer and
* theindustry

.. *Compleément sirategy. wiin careful monitoring to ensure
i . “sypen j-forbearance or priofitisation ~.can be adapted |
: e : g ‘to.ch clrcumstances:and fisk-experlence

I e & capacity to:sup 8lf:reglilation in low-

Effect of prevailing insurance market
environment on microinsurance

LA

Lot

Lo . N R Y BANAVR YIS 0 S A A g s esnrg g e

>'réliaticeindicates microcredit Is.an important
‘owth o S

[0}

ncé raling agencles have s Importaht rle for
" formalising Infoimal Insurarice operations. They reduce ratings
“of microfinancesinstituliohs with-self Insured portfolios ..

il Rellanceion compus:
il basedidnsurance. "\

nable ilcrolnsurance provides to access relnsurance
slnsuiance protectlon faclllales Introdction of nnovative

duats and Inlerolnsuranceischames . .., -, .

e




Other factors affecting the development of
_microinsurance |

Mandate crossings
- various laws and government agencies

» Payment systems rules . Cooperative laws

' Health regulati

i = Foreign investment rules guiations

i

3

ﬁ » N ‘l i i i

! . Taxation regime Banking or microfinance

rules

« Anti-money laundéring
g rules

Application of IAIS Insurance Core Principles
(ICPs) ICPs that universally applicable

| S iat]

: *TM‘: vlo v ;:é; . iICP 1 Conditions for effective insurance supervision
ICP 2 Suparvisory Objectives
ICP3 Supervisory Authority
"ICP 4 Supervisory Process
: iCP5 Supervisory Cooperation and Information Sharing
ICP& Licensing
ICP7 Suitabllity of persons
ICP 8 Changes in Contro! and Portfolio Transfers
ICP8 Corporate Governance
ICP10 Internal Control
& %‘iﬁwﬁ 'gf%ﬁ%ﬁggi%g ICP11 Market.Analysis A
gﬂ@é%g h%z% ngg}gw = ICP12 Reporting to Supervisors and off-site Monitoring
i ICP13 On-site Inspection
ICP14 Preventive and-Corrective Measures
ICP15 Enforcement or Sanctions




E Application of IAIS Insurance Core Principles (ICPs)
IAIS ICPs that universally applicable

ICP 16
ICP 17

ICP 18
ICP 18
ICP 20
ICP 21
ICP 22
ICP 23
ICP 24

ICP 26

R AT G

(i icp 27

ICP 28

Winding-up and.exit from the market
Group-wide Supervision

Risk Assessment and Management
Insurance activity

Liabllities

Investments

Derivatives and similar commitments
Capltal adequacy and solvency
Intermadiaries

Consumar protection
Information, disclosure & transparency towards the market
Fraud

Anli-money laundering, combating the financing of terrorlsm
(AMLICFT)

Ty

Examples of policy and regulatory interventions

o

INDIA ot PHILIPPINES
vRegulator has developmental role AR vAllows second tler of Insurance providers Mutw’
. R y And D Beneflt Assoctatlons
: Authority Offer only dofinad microlnsurance products
i | vRural and social sector obllgations is a licensing vSubject to prudentlal requirements
.1 | condition «Lassor capltal requir ts, and rad,
vMicrolnsurance regulations compliance standards
»Microinsuranco agents vNeed to engage the services of an actuary for

! «Product simplification and standardisation the purpose of thelr Insurance functions
«Composite microinsurance product
«Higher commisslon to microlnsuranca agents

SOUTH AFRICA
vFlnanclal Services Charter

Dedlt micr

Voluntary commitment by industry
vNational Treasury framework -proposed

«Simplified distribution regime

[

«Contract terms < ona year
i -Benefits capped

WEST AFRICA

operating budgets by not subjecting them to
excessive burden

such schemes

3 Ital & r latory requir

vSub regional regulation offers special statusx"tbg '
microheaith insurance schemes having limited

sLicensing, prudentlal rules and specific chart
«Uncapped commission levels; hybrid basis of accounts

«Life and property classes of insurance vIncorporates the nature and particularities of

«Not for profit and solldarity-focused (no risk
selectlon) organizations ( <1000 subscribers)

«Low ability to pay ( approx. 1 USD per month)




Looking at microhealth insurance

“What’s the difference between a stumbling block and a stepping
' - The way you approach it."

stone?

Is microhealth insurance
only a financial tool?
(Narrow View)

Oor

Is microhealth insurance

" a trigger to larger health
care reforms? (Broader
View)

Role of government:

o Redistribution and redesign of health

budgets
e Targetting subsidies

Role of regulator
e Microhealth insurance regulation
e Role of NGOs/ cooperatives
s Standardising cost

o Level playing field

TR

Looking at Weather Index Insurance

o ke

» Weather index measures specific

weather variable (e.g. rainfall or

- temperature) highly correlated
with losses (e.g. crop yields) over
a period of time

¢ Pays indemnities based on

realisation of specified
!:hdreshold limits of a weather
index '

¢ Key advantages:

e can generate rapid payments
after a triggered event

o Little Potential for adverse
selection and moral hazard

¢ Main shortcoming:

o Basis risk (the potential
mismatch between losses and

. payout)




Key ingredients for improving access to
Insurance

eeer

o

<|| *Insurance regulation and supervision ¢Collectlng"and sharing data
“Sound legal framework Including efficlent and stsa’ﬁ:ﬁg;'tg:& ect, organise and make avallable

i | effective supervision N .
. *Otharwisa ragulatory Interventions may bo ui'b‘%;mﬁoﬁugﬁz;’:ﬂz‘}%ﬁﬁa tlon, pricing,

L
costiy ¥System for compiling/ aggregating financtal

v
(Icco;;)pllance with TAIS Insurance Core Principles reporting data
‘Loads to officlent managemant of balance-
*Speeds global Integration sheats, effclant use of capital, and reduction
*Signals investors about meeting in cost of Insurance

rasponsibilities of global financial system
*Encourages access to insurance

*Educating markets and consumers on *Supporting professional insurance

.|| standards and ethical market, education and capacity bullding

-|| disclpline YReltable cadre of Insurance professlonals -

‘|| “Insurance awareness actuaries, underwriters, agents, clalms personnel,
K *Dovalopling and communlcating kat placoe policy adminlstration, customer service and

: standards supervisors

i| | “Codes of corporate governance, standards for ‘Sotting up Insurance educational and

ol 1 actuarlal and accounting professlons professienal bedles

: g market ’ ‘Enhanca suporvisory abliity to valua reservas,

i ‘Battor focus on prudentinl supervision pricing adejuacy and solvancy

YGrlevance redressal mechanisms ;

—a

Stages of insurance market develop —

Insurance
/ Mature

Ponotration

~wdlagnosticon.

;.fole of policy,

Dormant
| h
L] Sustained Barly Growt
-1 Growth

Por capita GDP|
i1 Extarnal factors *Political stabliity *Economic stabliity ®*Financlal sector *Tax Incentives X

Economlc *Legal framework *Income, Scale reforms
Legal *Property rights *Market restrictions | *Enforcement :
H| Poiitical preconditions *Contract enforcement | *Financlal incluslon *Judiclal efficlency i
policy *Transparency {
1l
L Industry specific ®Insurance law *IAIS Insurance Core Principles *Alternate risk g
4 factors * Regulatory and *Governance and market conduct management and B
3: Supervisory framework | *Transparency and disclosure ‘:7”5’7‘3 ;
j ® Data collection *Consumer awareness of risks """‘7_,"5’5/“,’"5" ket 5
i *Risk mgt. by *Consumer protection/ support securitisation g
ﬁ government *Actuaries and professionals i




What policymakers and supervisors can
do?

A A Sy SR § g S L S L R U gy s L AR 0 e

_1° ...seek political mandate from their authorities (political and finar "+

- 2° ...can study the potential and risks in their particular jurisdiction (no

support)

~ template solutions) ,,
3° ... establish dialogue with the formal and informal industry stakeholders

(open mind) »
4° ... allow for and encourage innovation
5° ... can strengthen their capacities and facilitate capacity building

(complex task) : : &
6° ...canlearn from other policymakers and supervisors (south-south '

and north-south dialogue)

ERANELANRA

.
a8
A2

3
R

Hicro
Ginsurance
etwork

i
B

It will take time...... but success breeds success |

Partner with IAIS-MIN Joint Working Group and
Access to Insurance Initiative (A2ll)
~ to learn, share and contribute

Arup.Chatterjee@bis.org
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Improvmg Fmancnal Access through Mlcromsurance

Lessons from Regulatory and lndustry lnltlatlves for Chma

14 July 2009

e

Véronique Faber- veronigtie.ada@microfinance.lu -

brsi gtz

KEY
F INANCIAL

 PERFORMANCE -
_ INDICATORS .
<IFOR MICROINSURANCE

A




Nine Key Principles o

A priori conditions = Accurate performance measurement

o mvmmyyuﬁ:

';i(w'r”}% 7&; g,l 3 ) :
bt ,. % K

Gupmsintommsoueatsonpoliln

B b g

Key Performance Indicators for Microinsurance:

A. -Product value

B & o it L , Promptness of Claims Settlement - C 8
. Service-quali e A :
qualty B R Clalms Rejectlon Ratlo 6

C. Product awareness & *-
_ Client satisfaction . -

Growth rate sy
Salvency ratio
| Liquidity ratio

D. Finahcie_ll prudence -

Eq.w- bxs’?’ gtz T




- PR,ODUCT.' vALuE

1 Incurred Expense Ratro lncurred Expenses / Earned Premrums

R A N How efficient i is the dellvery of the product’?
AT o .' o ':‘2 lncurred Claims Ratlo lncurred Claims / Earned Premrums
ls the producz‘ valuable for the c//ent9

; . _3 Net lncome Ratro Net rncome/Earned Premlum :

S - o _- s the programme or product vrab/e?

‘ :lmportant data

Premrum claims and expense on accrual basrs

» S S T e o @,"’"“ brsfif gtz |

' SERVICE QUAL[TY ‘
= 1 Promptness of Claims Settlements Number of days from event

reported to benefits recerved
- by chents :

- _HoW setisfied are your clients?

2, Clarms Rejectron Ratio = Incurred Claims !/ Earned Premiums

How well do fhe cllents understand the product?

Important data . I
' Mainraining data on date of even’r, date received-and date paid

b




'PRODUCT AWARENESS AND SATISFACTION

1. Renewal Ratio = Number of Renewals / Number of Potential Renewals
2. Coverage Ratio = Number of insured n / Target population n

3. Growth Ratio = (Number of insured n — Number oflnsured n-1)/
Number oflnsured n-1 .

"= Marketing Indicators, pfovi'de some measure of meeting client
need and understanding of efficiency

. llmportant data

' Definition of target population, client data

B brsf gtz fie

i+~ | FINANCIAL PRUDENCE
* 1, Solvency Ratio = Admitted Assets [ Liabilities -
E What is the ability to meet future ‘obligaﬁbns?

2. quwdlty Ratio = Avallab!e Cash or Cash Equwalents / Short~term
‘ Payables 3 months)

. What»is the ability to meet shon‘ term obligation‘s,? .

'Impbrtant data

C;alqﬁlated actuarial reserves, in\_/éstme_nts, éstiméte of expéétéd péyouts

> REGULATION

7

B brsff gtz [




| Performance' lndjc‘otors fo,r'Mi_'croihlsUratnc_e Toolkit

' Handbook & Mlcromsurance Factsheet & Workshops & ToT
In English, French and Spanish S
. More mformatlon avallable on m|crofact org C

‘Contact details S PR

Microinsurance Network

. WWW. mrcromsurancenetwork org

. Secretariat: Véronique Faber veronique. ada@mrcrof nance. lu

. N Performance Indicators Working Group Denrs Garand
dems@qarandnet net ' .

Toolklt & Workshops Performance lndlcators for Mlcromsurance

« www.microfact.org .
Support and FAQS mlcrofact@brs-vzw b

Steermg Group
« Denis Garand - denrs(a‘)qarandnet net
. Veronlque Faber - veronigue.ada@ microfinance.lu
« Bert Opdebeeck - bert. ogdebeeck@brs-vzw.be' :
- Gaby Ramm - dramm25652@aol.com -
« . Barbara Rohregger-b arbararohegger@yahoo c:om

"« John erf lohnwrof@vahoo com

v

T B ' ‘ BB brsi gtz |
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Microinsurance Innovation Programme for
Social Security (MIPSS) in the Philippines

Developing Micreinsurance in the Philippines
- Priorities & Perspsctives -

"\mproving Financial Access through Microinsurance ~
Lessons from Regulatory and industry initiatives for China’

Taiyuan, Shanxi, China 14-15 July 2009 ‘

Dr. Antonis Malagardis

gtz
S&m@:ﬁum‘@ﬁ pms@nﬁmﬁﬁ@n,:;m_w, o

« Priarity Action Areas

» Update on MI development - TWG Approach
» Highlights of Draft, Regulatory Framework

= Mechanisms to provide Social Protection

- MIPSS components

gtz
Priority Action areas.

+ The low-income market requires a modified approach
to insurance,

- There is demand, but insurers, intermediaries'and
potential policyholders need to understand how Ml
can satisfy i,

s Supply is -growing rapidly, but real value to
- palicyholders is not clearly identified;

« ‘Massification -will require 3 combination of various

gtz

Update on Microinsurance in PH (1)

‘Microinsurance is an insurance business activity of
providing specific insurance produdts that meet the

against distress or misfortune’

(1C. Memorandum Circular No. 9-2006)

needs of the disadvantaged for risk protection and refief

delivery channels and adjustments to regulatory B}
. framework )
N G e P S B
gtz gtz TR
Rt

Update on Microlnsurance in PH {2) .

2 MI marketin the Philippines covers 2pprox. 2.9 million adults
(5.4% of the aduit population) = 41% aré provided by the-
informal market (%) - : ' :

1 Informal micro insurance market is compnsed of registered -

like, and other similar products and services 1o the poor without
- any license from the concerned regulatcry authority. :

{~) Making Insurance Markets Work for the qur Microinsuranice
Policy Regulation and Supervision = Philippines Case Study

and unregistered institutions that provide irisurance, insurance- |

Technical Working Gcr@tuip approach

i Chaired by the Department of Finance/National Credit
Council with the support of ADB Microinsurance Project
and the GTZ MIPSS : .

L Members of TWG include all regulatory bodies,

_ representatives of Life and Non-Life Insurance, Mutual

. .Benefit Asscciations, Cooperatives, Health Maintenance
Organizations associations, etc . :

‘3 Monthly meetings and ongoing regional consultstions

e X o T oY R T, S
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Highlights of Draft Regulatory Framework* (1)

O Policy and regulatory environment that will facilitate the
participation of the private sector

0 Existing informal providers to transform themselves lnto
formal Ml

1 Promotian of a continuous financial literacy program to
underfine the Importance of M|, the rules and
regulations, the duties and responsibliities of the
providers, and the consumer rights of the insured

Only pmllmlnnryldnns - thal do nol necassanly mnnct those of the IC - aro
d partias aro ongoing.

f') tlons with all

gtz=""

Highlights of Draft Regulatory Framawork {3)

O The amount of premiums does not excéed 5% of the
current dally minimum wage rate for non-agricultural
warkers in Metro Manila;

O The maximum sum of guaranteed benefits is not more
than 500 times the daily minimum wage rate for non-
agricultural workers in Metro Manila;

O Lower guarantee fund requirement for MI-MBAs;

O Lower capitalization requirement for CIS;

01 Expanded admitted assets for entities engaged in Mi;

[ Apprapriate Risk-Based Capital (RBC) framework;

,“Mechamsms to ex‘i@nd SP

vanety ofmechanisms exist:
Soclal insurances : * :
‘Soclaliasslstance‘targeted:to vulnerable persons

gtz =~

Righlights of Draft Regulatory Framework (2)

. O M shall only be undertaken by entities registered and
licensed by appropriate govemment regulatory bodies.”
Among these entities are the fallowing:

¥’ Commercial Life insurance Companies

v Commercial Non-life Insurance Companles
¥’ Mutual Benefit Assaciations

'/.Cooperatlve insurance Societies

v Pre-need Companies

v'Health Maintenance Organizations

gtz=""

extend

gtz ="




y Questlon' What klnd of

5 ! gueaﬂon What product ar
prd]ect offar‘? e
. —'-u_——l

_. . Tharisk protection and security af poar peapla ks Impraved |
tmproved Income generation by hauseholds and SMEs
HU et tob IRt T TN i e e

s R

Tha M products.ai are target graup orianted . . i

ARty Epemenatre

]

Axievant instihtions In pilot arwas
7 opachies

© Agrrerects with MAAIBA & MF-
lrmlb-hm‘rnsdq:

gtz =

GTZ Principies in Cogp@faﬁion
Sys-temlc approach

Long-term orlentation and flexibility:

«. Geood Project Deslgn and Partner
orientation

Impact Orientation
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Superv1s1on and Pohcy
o Issues |
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Infémational Micrdiﬁs’;urance Workshop _ China 2009

1
£.8 e Consultatwe Comm1ss1on on
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& SusEp SUSEP’s Wotking Group

Supanniandadncia

. . on Microinsurance

%ﬂﬂ EP

ST Al Y
il - Tlmehn¢ _ ?V/ W |

m September/2008 — Define “microinsurance” and

“low-income popula,tlon” for .microjnsurance'_ -
putposes in Brazil. | ‘ |
n November/ 2008 Identlﬂcatton of Regulatory
Barrlers
n ]une/ 2009 — Idenﬂﬁcaﬂon of Stakeholders and
-~ their Role 5 h SN ZF2 Zf//ﬁ? o

n ]uly /2009 — M1n1mum Reqmrements for
Mlcromsurance Products. - '

- g

el oo

[




e e

‘provided by licensed entities within the counti

a against specific risks which aims fundamentally to'“ |

preserve the socio-economic and personal and

~ family situation of the low-income populauon
by means of premium payments which are
proportional to the probability and cost of

" risks involved, in accordance with the leglslauon 1.
. and globally accepted insurance PrlﬁClples NN

L “M1cro1nsurance” Deﬁmtlon

g w»%w?ﬁ’ =N

~ “Microinsurance Is the ihsurance protectlon

laong T
10 s
vie R
A

¥
-

& SHSED

. Sug
uir Seguras

* » Many variables -inﬂuénCe the "‘poverty concept .
> Brazil has conttnental dimensions and great

VL(’Q ZOJ.;/?\ﬁ

contrasts among its different regions

» Variables linked to income per cczp'ta jointly with

— ey
educational Varlables and household vanables

aiming t0: 3 Zew /i (9’}’1/\79
- 1. Preliminary mvesugatlon on the educattonal
levels of potentlal micfoinsurance consumers

o 2. Possible distribution channels and/or

microinsurance. premiums collection networks * -

T

i, “Low Income Population”
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A

Source: IBGLE - National Houschold Sample Su;x}ey 2005

. P3N 2 b _
Income Distribution (monthly prszY - apta)
Over $4’I éO | | |
‘$2.389 to $41 6‘6'
sihaoto i$zoé.6
_$624 to $1 040
5416 to $624
l$208 to $4:IB IIIII ' 32.075(26,5%)
Up 0 8208} 40.‘05;4 (z.s,e%)
Without iﬁco;né %
- Thousan...persons
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Supenntonddncia
o Suguras Privades

Education X Income 1

V h % Functlonal |l||teracy rate of persons aged 15 years and older

b Brazil
—~#—North -

" iy Northaast

~we SoUtheast

miues SoULH

Pand *L ntral East

s nunnlnndan_ca

$-SUSEP L Education X Income 2

ue Seguros Privadas . *

E Brazil

B North

years of study

‘poorest 20, fifth - 3o.Fifth 4o, Fifth

Fichest -
20% - average

@ Northeast
0 Sotheast
El South

', Central East

national

- — .

20 %

Hourcc. IBGE Nﬂnonﬂl IIouaehold Sample Survey 2006

10

%g gm o1 e

4

/\zﬁ %”

ZM@%




R g Ao A it

Over 49 years-old

®
o 15 fo 49 years-old
< :

- 0to 14 years-old §

' l; L}eran B Rural l - -I

i

i ggl.l-l_qgséhold Sampl'e SunleyZGos

p—

: ég' SESEP

nn
Ju Bugurod Prividos.

Utban Households X Income

% urban househol‘ds by monthly Income per capita

450 o

, 400

& Brazil

5,0
30,0 |
250

20,0

Source: IBGE - National Household Sample Survéy 2006

® North

o Northeast

il
i i R
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of

- Supanlondéncia
du-Sugurne Pevatos

£ sugep Houschold Utility Services Access -

%hoﬁsehoﬁds with utlity services access -

120

L H Brazil

- 100~ s
D B North
& Nartheast

o Southeast|’ '

-

Source: TBGE - National Housetiold Sample Survey 2006

$opzpr - “Low-Income Population” -

= Target ) low-income households; i) people working
" in the informal economy, and m) low-mcome Workers -
~ in'the formal séctor -~ L e
m Around 46% of the Brazﬂlan populatlon has monthly
income per capta ap to US$416 (2 minimum wages)
'm National average monthly income  per capta (consrdermg 13
wages per year) Rifa 1 ,253 — US$ 626 ~ three minimum .
- wages ‘ S S . :
® Trend to informal activities observed n o the' econormcally
active population (mainly among those who perceives
income montbly per mpzz‘cz up to US$41 6)




......

&5 mn “Low-Income Pbpulation”
" aunum\‘lnnal u
Definition for Study Purposes

“The low-income ‘population in Brazil, for
| sp‘eciﬁc-rrﬁcromsurance 'pufpos'es, is the
segment of the population which
monthly income per capta is up to three
minimum wage natlonal re erence”

(Us§624)

15

5 em xll:h

Regulatory Batriers

l Assessment of the Jegislation which 1egulates
‘the insurance sector — around 90 rules (laws
- resolutions and cuculars) |

I Evaluatton of regulatlon impact - |
_. _-1dent1ﬁcat10n of barriers, opportunities and
- gaps in the legislation and also risks and
 threats due to lack of protection elements.

m  Meetings with private sector representatwes —

' operattonal and marketmg expeﬂence

16
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| algggg ;a | k\/l/dennﬁcanon of
b, S Regulatory Barr1ers
o o - Assessment Conclus1onsl |

n No relevant barners or restncnons were found

x The only restriction refers to legal form of 1nsurance e
providers - : '

® Legislation is ﬂelele to regulate MI actlvmes vzithin the

scope of the Supervmory Authonty

o Current legislanon allows d1fferent d1str1but10n channels .

= 'Current legislatton a]lows the creation'of a MI broker -

qualification by means ofa snnphﬁed technlcal traimng, C
mcludjng rmnnnum necessary requlrements

47

m_? A | Ident1ﬁcat1on of
= e Regulatory Barriers

Assessrnent Conclusmns 2

Eﬂf&‘
5

o,
g8

g

o
de Sogu

S
£5
g8

:

E Cutrent legislatlon allows h1r1ng 1nsurance through
- tickets (srmphﬁed form of cornmerciahzanon)/

x Tax issue is extternely relevant for makrng MI
products viable — sensrnzatton of stakeholders is v1tal to . '
the success of actions : ' '

= Bank Correspondents play a fundamental role in the
"collection of premiums — coordinated work should be

)omﬂy developed by SUSEP and Central Bank
~/

x Spec1ﬁc license to sell rmcromsurance

18




&

s2

m 2] Stakeholders wete 1dentlﬁed at Macro and
l\/leso Levels

n At l\/llcro Level were assessed .
W insurance pr'oviders"(regulated under Insurance Law,
~under other legislations and non—regulated)
ol intermediaries and distribution channels

L pohcyholders and beneficiaties

19 -

£ SUSER Ident1ﬁcat10n of Stakeholders -
and their Role

“ _ _. and their Role
2;;2! At least 7 different disttib
| L brokers, churclaes,' ooops, NGO, MFIS; Banks and Bank

: Correspondents, 'D.epartment Stotes, Public Utility Providers,
Capitalization Companies; among others -

els were assessed

~ m Role of Donors and Development Agenc1es wete
evaluated

u Identification of key—drvrs1ons mthjn the Supemsory
- Authosity. :

o= As a result, rnore srakeholders get lnvolved_

20

§susEp Idenuﬂcatmn of Stakeholders
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