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lmportonce of Delivery Mechqnism
- Role In Micro-lnsuronce

Armqn Ozo opines thol convenlionol mode s moy not be oble to occomplish ihe desired torget in the

oreo of micro-insuronce. He {ur-lher odds thot the intermediory moy hove to don the role of on

inlegroted finonciol odvisor, i{ micro-insuronce hos lo ochieve lhe success thot micro-finonce did.

' lnsurance is always sold
- never bought'

'The sacrif ice is real and immediate
but the benefits are distant and

cont ingent '
' lnsurance is a business of claims'

.'-a-'-
(/,/ he concepl ol a distribution channel
v in insurance could well be as old
as the concept of insurance itself. This
is because of the fact that the sentiment
underlying the above statements reflects
a  tang ib le  en igma,  bo th  on  the  supp ly
as well as the demand side. lt is because
of the ubiquitous gap in the perception
o f  t h e  i n s u r e d  a n d  i n s u r e r  t h a t
d is t r ibu t ion  channe l  cou ld  never  be
dispensed with, the world over.

While thjs is true for insurance in general,
the issues in micro-insurance are much
more  pecu l ia r  and co lossa l .  l \ i l i c ro -
insurance is essentially a risk transfer
too l  fo r  the  masses  tha t  a re  more
vulnerable to the risks of l i fe, l iving and
l ive l ihoods .  l v l i c ro - insurance dep ic ts
certain typical features l ike small t icket
s ize ,  access  to  
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Prov ider  mode ls  a re  the  new

additions in the micro-insurance space.

Service providers l ike hospitals who are

anyway involved in the service delivery

cha in ,  in tegra te  themse lves  fu l l y  by

assuming the risk themselves. These

models have a good potential in health

insu  rance.

The mic ro- insurance movement  has
gained momentum on account of active
par t i c ipa t ion  f  rom Non-Governmenta l
O r g a n i z a t i o n s  ( N G O s ) ,  C o m m u n i t y
Based Organ iza t ions  (CBOs) ,  Mic ro-

F inance Ins t i tu t ions  (N i lF  l s ) ,  Co-

opera t ives  and Se l f  He lp  Groups
(SHGs). Certain healthcare providers

have also entered with their provider

mode ls .  In  many cases ,  S ta te

Governments  have a lso  ac t ive ly
encouraged micro-insurance.

Challenges in Micro-insurance
Distr ibution
Micro-insurance is in a way insurance

for  the  masses .  There  is  someth ing
'macro'to it in terms of scale. The very

objective of micro-insurance is to make

an impact on the vulnerabil ity of the poor,

which implies the existence of a definite
sca le  even a t  the  in te rmed iary  leve l .

Without a sizable penetration into the
targe ted  communi ty ,  the  benef i t s  o f

mic ro- insurance on  the  overa l l  r i sk
pat te rns  o f  the  communi ty  w i l l  never

become apparent, thus threatening the

very sustainabil ity of the programme.

Geograph ica l  spread is  anoth  er

d imens ion  tha t  needs  to  be  tack led

scrupu lous ly .  Whi le  a  fa i r  ex ten t  o f

s p r e a d  w i l l  e n s u r e  t h e  b e n e f i t s  o f

diversif ication. it wil l result in burgeoning

service delivery cost that is already quite

high in case of micro-insurance. Since

micro- insurance main ly  ta rge ts  ru ra l

a reas ;  the  de l i very  cos t  in  te rms o f

educat ion ,  marke t ing ,  en  ro lment  and

claim servicing is bound to be high. Thus

scale is the co-efficient while spread is

a lactor n the viabil ity equation of a micro-

insurance in te rmed iary .  A t ta in  in  g

financial viabil ity is extremely important

fo r  any  venture .  In  mic ro- insurance.

because o f  the  complex  equat ions ,

es tab l i sh ing  t rade-o f f  be tween the

co-e f f i c ien ts  and fac to rs  becomes

t rck l i sh .  The answer  p robab ly  l ies  in

meticulous financial planning as well as

convergence o f  mic ro- insurance w i th

other actlvit ies l ike microjinance.

A n o t h e r  i s s u e  i n  m  i c r o - i n  s  u  r a n  c e

d is t r ibu t ion  is  the  ho l i s t i c  approach

towards Community Risk lvlanagement.

The poor  face  man i fo ld  r i sks  the

c o m b i n e d  e f f e c t  o f  w h i c h  i s  t h e i r

vulnerabil ity and poverty. Some of them

l ike  hea l th  a re  more  man i fes t  wh i le

others l ike weather are subtle. lf micro-

insurance is  seen as  a  too l  tha t  can

impose a  las t ing  impact  on  the  r i sk
profi le of the community, an aggregated

approach towards all the risks taced by

the poor wil l have to be adopted.

Going sti l l  further, considering poverty

as a cumulative product of a plethora of

risks (whether insurable or not) of l i te,

l i v i n g  a n d  l i v e l i h o o d s ,  a  d i s t i n c t

conva lescence o f  the  communi ty  w i l l

never  be  seen un less  most  o f  these

r isks  are  addressed.  Tendenc ies  to

focus only on l ite or health insurance

bear the risk of ignoring a host of other
risks that may be less frequent but more

s e v e r e .  M i c r o - i n s u r a n c e  s h o  u  l d

there fore  be  the  s ta r t ing  po in t  fo r

addressing the risks and eventually the

intermediary should be prepared to take

up other community risk management

s o l u t i o n s  l i k e  s a v i n g s  o r  l i v e l i h o o d

creation.

ln  o rder  tha t  m ic ro - insu  rance

in te  rmed ia r ies  become capab le  o f

handling insurance programmes at the

communi ty  leve l  and eventua l lY  go

beyond,  capac i ty  bu i ld ing  has  to  be

taken up at the sector level in a big way.

K n o w l e d g e  s h a r i n g  b y  t h e  e x i s t i n g
players, getting organized and creating

synergy wil l only make a sizable dent in

the vulnerabil ity of the poor.

Looking Ahead
l f  the l imited outreach of insurance (l ife

as  we l l  as  non- l i fe )  v is -a t -v is  the
popu la t ion  is  any  ind ica t ion ,  mic ro-

insurance is very rnuch here to stay and

thrive. Despite the growing share ol

insurance in  the  count ry 's  GDP,  the

abso lu te  numbers  o f  insu  red

population continue to be abysmally low

Wi th  inc reas ing  compet i t ion  on  one

hand and the  fas t  sa tura t ing  urban

markets on the other, insurance industry

l i ke  o ther  sec tors  i s  bound to  s ta r t

looking at the rural markets very shodly.

While all this looks promising for those

engaged in  m ic  ro - insu  rance

distribution; issues of viabil ity, adverse

c la ims exper ience and management

need to  be  overcome.  Enab l ing

regu la t ion ,  po l i cy  suppor t  f rom the

Government, better use of Information

Technology, etc. wil l augur well for the

sector. lt will be interesting to see if micro-

insurance as a sector can emulate the

microjinance growlh story.
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