REPORT

The Annual Microinsurance Conference 2007

The Third Annual Microinsurance Conference took place in Mumbai, India, from 13-15 November 2007.  Organised by the reinsurance firm Munich Re Foundation with cooperation from the CGAP Working Group on microinsurance and the Insurance Regulatory and Development Authority of India, and supported by agencies like GTZ (German Technical Cooperation) and the World Bank, this annual conference held in a different country each year, serves to bring together experts on finance, regulatory bodies and other stakeholders like NGOs together to hold discussions on the subject. Drynet representative Namitha Dipak of LPPS-Drynet  attended the proceedings of this conference on the 14-15th of November at Mumbai, and presents this report. 

Buzz words of the conference: Trigger-based insurance, Index-based insurance, group versus individual insurance, weather, climate change. 

Participating in a microinsurance conference had me all in a tizzy. Was it going to be a room full of black-coated finance people huddled together talking about growth rate and profits, interest rates and margins? By the middle of the first day my doubts had dissipated and I felt that I could get a handle on this. According to Craig Churchill from the International Labor Organisation (ILO), editor of the book “Protecting the Poor: A microinsurance compendium” and speaker at the conference, “microinsurance is just like the insurance that we all associate the word with, but it is specifically for “the protection of low income households against specific perils in exchange for regular premium payments proportionate to the likelihood and cost of the risk involved”. 

Three hundred experts from 50 countries participated in this conference, which is double that of the previous year. And the participants also included NGOs and agencies like GTZ, Swiss Re, Microcare, ILO etc. 

Thomas Loster, Chairman of the Munich Re Foundation in his speech during the inaugural session said that although we think of illness and death as the subject of insurance, environment and climate change have also gained in importance. He added that less than 100 million people in 100 countries have access to insurance, and about 200 million people need microinsurance. 

The Finance Minister of India, P. Chidambaram gave the inaugural address in his impressive style. He emphasized the government of India was now focusing on a model of  “faster and more inclusive growth” – the fast growth would give the resources needed to be able to focus on those at the bottom of the pyramid and include them in the growth. Talking of the Millennium Development Goals, he said that although India would fulfil many of them, at the present rate it is likely that the country will fall behind on some of them. For instance, despite the high rate of growth, even by 2015 there will still be a class of people who are very poor. He said that although international institutions focus on Africa, 600 million of world’s poor will live in India and China. Mr Chidambaram also mentioned that income poverty is just one aspect of poverty – others include inaccessibility to schools, health care and sanitation. He was emphatic that insurance has to be taken to the poor in a manner which makes sense to them. He drew attention to the model designed by Mohammed Yunus of Bangladesh, saying that the model was based on trust, adding that the very poor are good borrowers, and they pay back loans in time. He brought up a very interesting example of self-help groups of women – there are 3 million of them in India – and he said that the rate of failure of loans taken by these groups is less than 1%. So he said that it would be a good idea to work out a model of providing insurance to groups, which he said would be a good support system which encourages those who have doubts, and enable people to share knowledge. He also outlined new policies that have been instituted by the government, promising to share feedback about them in the next conference. He made the point that the right product and right delivery mechanism must be worked out, and wanted people to try and use existing infrastructure and technology to deliver the products, for instance the banking and post office network.

The afternoon session comprised of parallel sessions of which I attended the one which was most likely to have some significant information for Drynet. This was on agro case studies. Three speakers made presentations:  Pranav Prashad from ICICI Lombard General Insurance outlining the weather index based insurance in  a paper entitled Role of microinsurance in financial inclusion of the poor; N.V.Ramana Group CEO, Basix talking about an experience in India using a system of weather based index; and P. Muthusamy of the Dhan Foundation who talked about crop insurance.  

Pranav Prashad spoke about how ICICI had a problem with the limited availability of weather stations which is a requirement when they have to know the weather conditions in the area so that they can settle claims. I asked him two questions : a. how a group like pastoralists are accommodated in a scheme like this, as opposed to settled farmers which is what they talked about; and b. is the weather station data available to the public.  With regard to the first question, Mr Prashad replied that they do not cover pastoralists, and he has to understand more about their requirements, and then perhaps schemes could be designed. He did say that there is an agency in Mongolia which offer insurance to cattle farmers in Mongolia (paper to be presented on 15th). As regards the weather station, apparently ICICI have hooked up with another agency which sets up weather stations apart from the stations of the Indian Meteorological Department. It costs about 200,000 rupees to set up a weather station, which is about 5000 dollars. ICICI buys the weather data from this agency and he presumes that anyone else would have to buy the data too. Now following up on what Dr. Sivakumar said in his interview of needing more increased spatial coverage of weather stations – it is incredible that there is a private agency setting up weather stations and the data may not be in the public domain. It would have been quite useful if this entire data could give comprehensive information about rainfall which would add on to the government’s efforts in giving their forecasts. Seems like an interesting thought to follow up on.

There was one more session after that about understanding the need for efficiency and customer value, which was basically about a manual of standards and indicators which is in progress, and the speakers outlined the need for any system to address the needs of the customer first and make an effort to find out what he or she really requires and this would automatically make the product better and more successful. In conclusion of the first day’s proceedings, it was interesting to find so many financial people talking so much about environment and social conditions and actually raising issues on this during open house sessions. Climate change seems to have really affected international consciousness and conscience. 

Among the people I interacted with were Susana Concordo, Programme Manager of Singapore-based TSAO Foundation, which by some coincidence also works with GRAVIS in Rajasthan, and Duong Thi Ngoc Linh, Deputy Director of TYM Fund which is also called Vietnam Women’s Union.  The latter spoke about the initiatives being done by her agency, which basically provides credit and training to poor women in the rural areas of Vietnam.  M. Palanisamy of the DHAN Foundation from Madurai, India, who spoke in a parallel session also provided his details for any follow up questions that we might have on his paper.  I spoke briefly to Dr. Olli-Pekka Ruuskanen, Chief Executive Officer of the Uganda Insurers Association and Martin Ngwako Lebea, Assistant Director of the Gender and Women’s Empowerment Unit of the Department of Trade and Industry of the Republic of South Africa. Flyers and brochures from different agencies informing delegates about forthcoming events, new microinsurance bodies and other relevant information were available during the breaks. 

On 15th  November, a plenary was held on the theme “Group versus individual insurance”.  The advantages and disadvantages of group insurance were elucidated by Ellis Wohlner of SIDA, Sweden. He said that it was a really a matter of getting real value to the poor who have low premium paying capacity, are less able to pay, and have more urgent needs. He stressed that insurance by itself was for “groups”, as it was very difficult to insure a single person. Usually group insurance was taken for a group which has been formed for a purpose other than obtaining insurance – like cooperatives, sporting clubs, self help groups etc. which might have membership accounts. As opposed to this, individual insurance is more expensive than group insurance for the same risks. Types of group insurance include compulsory, automatic affiliations, or fully voluntary. It has to be noted that not all groups can afford group insurance, or some may not be eligible. The speaker gave further examples of group insurance. He concluded with an important caveat that the poor not only need protection through insurance, but also from overpriced and unnecessary insurance sold by unscrupulous agencies. In effect, he said, well designed, reasonably priced group insurance should be made available. 

The second speaker was Denis Garand, a highly experienced consultant from Canada, who said that methodology was the key to reach people in people in an effective manner. Group insurance is easier to administer because in microinsurance it does not make sense to give thick documents with fine print which is unintelligible to the group. Group insurance can be tagged along with another brand, for instance an NGO which has already built up a reputation and a level of trust in the community. Effectively, any methodology should include a method of easy premium collection, easy payment of claims and should be faster in reaching the group. The disadvantages of group insurance is that there is no individual choice on options; or it may not possible to be excluded if the insurance is not desired by an individual; it cannot reach people who are not part of the group; and there is higher claim lost due to lack of underwriting. 

As for individual insurance, the advantages are that except for when it is miss-sold, it meets the real need of the insured; it is priced to the correct risk class; and the expected claims are lower.  The disadvantage are that if a person is “uninsurable”, they will have to pay higher or may not be eligible to be insured; no one may be targeting certain population segments; expense component is higher; does not build community solidarity, more difficult to deliver health education and health promotions strategies. The speaker highlighted the case of VIMO SEWA which enrolls people on individual basis, but they use group methodology like simple certificates and quick responses. The bottom line according to Denis Garand was : are you efficient in reaching your target audience? He also added that the increasing use of technology could help really blur the lines between group and individual insurance. 

Parallel session time again meant that I had to select the one that was most relevant for Drynet. So I attended the one on “Innovative microinsurance products : Property insurance and disasters”. 

In this session, three speakers presented specific case studies in which innovative property insurance schemes were devised according to needs arising after specific events. Ramesh Kumar Maturi from South Indian Federation of Fishermen(SIFFS), India,  presented a paper on Equipment insurance for fishermen. He outlined the needs of this group of people, especially in the wake of events like the tsunami. Although our specific interests lie in scientific aspects or social aspects of communities, we need economics to really understand the foundation of their situation. We also need location-specific information to be able to understand the perils of the group. Risks for fishermen include engine failures, cyclones/tsunamis, collision with trawlers, fire accidents, and communal riots and burglaries. It is apparent that the loss of a single net or a boat through vandalism during community riots or damaged through a storm at sea, does not equal just the cost of the property, but also the number of days that the person cannot work till the insurance is obtained and it can be replaced. The loss of the life of a fisherman is not just important in itself, but it may impinge on the ability of the family to cope financially, either to pay off loans or survive. The speaker outlined the problems including the high cost of formal insurance.  SIFFS caters to 60,000 people, and 26,000 lives are insured. 

Andreas Moser from Munich Re spoke next about earthquake insurance in Colombia, and this was followed up by a presentation by Gabriele Ramm, Consultant to GTZ, Germany about Trigger-based flood insurance in Indonesia. Andreas Moser mentioned that the world is witnessing increased severity and frequency of catastrophic events due to climate change, increase in population and density and concentration of populations. He spoke about a person who had survived an earthquake in Colombia who mentioned that it took him seven years to come up to the same level as he was before the earthquake. It was clear that microentrepreneurs also need insurance. The speaker also emphasized the need to give clear information to the client, exclusions should be clear and the information should be in large print, and the cost of the policy should be low.

Gabrielle Ramm spoke about Public-Private partnerships and a trigger-based product in Indonesia. She mentioned that weather stations have also to be set up to give reliable data. For such insuring to be profitable to any agency, they need volumes. Also cost-effective solutions have to be thought of in terms like why policies have to be set on paper. 

In Plenary 4, the theme was “From macro to micro insurance solutions for small scale farming – current practice and lessons learned from Asia and Latin America”. 

Mark D. Wenner from Inter-American Development Bank spoke about “New developments and perspectives in Latin America”. He spoke about the promise of new products depending on weather-based index and crop yield. 

After this followed a groundbreaking study on livestock insurance in Mongolia by Jerry Skees of Global Agrisk, USA. He spoke about the situation when he arrived in the country of Mongolia, a country which is two-thirds the size of the USA, massive numbers of animals were dying in 2001 and 2002. It is apparently mandated in the constitution of Mongolia that the government has to protect the animals. The severe winter conditions were responsible for the massive loss of livestock. However, since 33 years of meteorological data was available, it was possible to think of setting up some kind of index based rate of insurance. They were also able to get a description from the herders about how hard they had to work to protect their animals. It was clear that they had to work towards market development and capacity building. He outlined the innovative scheme they came up with and which can also be downloaded from the Microinsurance Centre website. An interesting use of playing cards as a medium of communication was mentioned – apparently the herdsmen play cards while cooped up during the severe winters,  and they were able to understand the finer points of the insurance scheme through specially designed playing cards. 

Jim Roth of Microinsurance Centre USA spoke of a landscaping study on micro-agro insurance. He said that there is still scope for non-index based insurance. He spoke of the work done by agencies like Shepherd (India) and GRET(Vietnam). He ended by emphasizing that donors should explore what they can do to scale agri microinsurance. The final question session of the conference took place after this presentation. I was very pleased that a delegate raised the question which I had wondered about after the previous day’s sessions. He inquired how whether weather data generated for insurance purposes is being made available for the public good, and it was discussed for a while and others also gave examples from different countries about how the data was being generated and utilized. It was mentioned that governments and donors should come together to see whether a common platform could emerge for the public good. Apparently the World Meteorological Organisation is currently working on an effort to put all the information in one place. 

In the concluding session, the experiences of the conference were summarized by representatives of  Munich Re Foundation Thomas Loster and Dirk Reinhard; the representative of Insurance Regulatory and Development Authority of India; and Craig Churchill of the International Labor Organisation. Dirk Reinhard mentioned that conference proceedings and other information would be posted on their website and made available to the participants. The next annual conference would be held in Colombia in November 2008.

Indians are reputed in some circles to have a natural talent for mathematics, but perhaps the law of averages caught up with me, for I have always had a morbid fear of numbers and finance. However, after two days at this conference, I feel that microinsurance is perhaps a relatively gentle introduction to the world of finance because people talk about the poor and the disadvantaged, they talk about the climate and environment, some of them also voice concerns about unscrupulous insurance agencies who are out to deceive the public, and even crack jokes about the “fine print”.  Of course, one has concerns about what will ensue when you hear statements like India is the “Mecca for microinsurance”, but it is here that the regulatory bodies have a big role to play, and hopefully all countries have such bodies in place. 

As far as India is concerned, apparently it is the first country in the world to have regulations on microinsurance, and the government and the IRDA have put in place several rural and social sector obligations for private insurance companies.  Community awareness is also important so that the poor are not sold policies that do not help them in any way or may be one more burden for the family to bear, and NGOs can perhaps help to point out discrepancies in their communities. 

Besides this, NGOs can also work as agents for microinsurance since they already have contacts and have established a level of trust with the community.  As far as Drynet members are concerned, the information from this conference might help in understanding the options available for the specific groups they work with and whether microinsurance can serve their needs in a constructive manner. Further information could be obtained by examining published case studies from different countries.

Another possibility is to use documented methodologies from the microinsurance sector to analyse the “perils” of our communities, the costs of extreme events or different conditions, and extrapolate conditions into the future using standard parameters. Social and environmental factors notwithstanding, sometimes it is essential to put things in numbers to convey impacts, and this could be a line worth pursuing : could we supplement existing biological and social indicators with the methodologies adapted by financial institutions to give a deeper analysis of situations? 

In addition, the level of flexibility that insurance companies have demonstrated in recent times is worth noting: they identify a target group and design specific insurance packages to serve their needs. Climate change, environmental impacts on health and lifestyle, better methods of forecasting and impact analysis have all contributed to efforts to go down to the grassroots with custom-made packages; evidently, although microinsurance may be small in quantum, profits can be made up by volumes. This evolution over the past few years to address “micro” concerns has been rapid, and this flexibility in identifying changing needs and adapting to them, and – this  is very important – establishing indices to measure parameters, could also offer some lessons to us. Besides this, it is apparent that insurance companies have an enviable capability to acquire data on important parameters like the weather (in some cases establishing their own channels of information), economic vulnerabilities and risks for different groups. It must be explored whether such valuable data can be available in the public domain, or some sort of information-sharing platforms between CSOs and insurance companies can exist which make both social and economic sense. This would be particularly pertinent to data from disaster prone areas or otherwise vulnerable areas.
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