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Preface
The thesis “Reinsurance for micro-health Insurance in India; a qualitative explorative market analysis”
is written as the final document to complete my studies MSc International Development Studies and
MA International Relations and International Organizations. Although I am currently enrolled in
three master programmes, this document is handed in as a final evaluation of my skills and
knowledge in terms of academic research, methodology, and contents for the two master
programmes in Groningen and Wageningen.
These three master programmes show my personal growth and development towards my current
field of specialization, micro-(health) insurance. Commencing in Groningen with the MA
International Relations and International Organizations, I soon developed an appetite for
development issues in low- and middle-income countries. Within the broad range of development
issues on the Wageningen University, health and health care in low- and middle-income countries
grabbed my attention early on, due to the complexity, and the multi-disciplinarity of the discussed
issues. Since the possibilities in Wageningen were limited to advance in this direction, a third master
in Rotterdam offered relief in the form of the MSc Health Economics, Policy and Law.
Notwithstanding the multi-disciplinary characters of these three studies, economics has always
remained my main field of interest. When therefore the topic of micro-health insurance came up in
Rotterdam, a new ambition presented itself. Over the last 12 months, micro-(health) insurance has
become the common denominator in these three studies. Furthermore, after the completion of this
combination-thesis, a PhD position in this topic is awaiting.
Multiple issues or challenges cast a shadow on the objective of this mean to provide financial
(health) protection. Reinsurance is an essential one, in the sense that it has the capability to take
away several issues at once for micro-insurers. This potential of reinsurance and its (international)
meta-level character fueled my enthusiasm to further analyze and explore reinsurance in light of
micro-(health) insurance.
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Abstract
Health related expenditures are an important determinant in the poverty traps of “the bottom of the
demographic pyramid” in many low- and middle-income countries. Often both the governments
and the private markets are unable to provide financial protection against health related risks to all
its citizens, as is the case in India. Micro-health insurance attempts to fill this gap. However, issues of
stability and sustainability threaten their existence. Reinsurance could aid micro-insurers here. The
reinsurance market for micro-health insurance is however hardly developed. Research on this topic
has also been absent so far. The objective of this to explore and explain the non-functioning
reinsurance market for micro-health Insurance in India, and to explore ways, possibly through
reinsurance in some form, to develop this market to make the micro/health insurance schemes
more stable and therefore sustainable. The methodologies used were both a literature survey, as
well as empirical research. The empirical research consisted of qualitative explorative interviews,
complemented with financial flow analyses. Findings suggest that there are several barriers to be
overcome in reinsuring micro-health insurance units. However, reinsurers could aid with several
services (e.g. expertise, diversification), but other stakeholders/services are necessary as well (e.g.
the governments). Furthermore, innovations and adapted models, structures and approaches are
essential. Hybrid models, pooling arrangements, micro-insurance marketplaces, and whole-value
chain approaches could develop the reinsurance market for micro-health insurance, and in turn aid
micro-health insurers with the stability issues. A case-study is presented to further analyze both the
stability issues, as well as these possible developments and innovations. A limitation of this study is
that the actual subjects, the micro-insurers, have hardly been researched directly. Through this
study, a first exploration on this specific topic is forwarded. Further research should be devoted to
(quantitatively) testing and analyzing the diagnoses and developments exposed in this study.
Keywords: micro-insurance, micro-health insurance, community based health Insurance, stability,
sustainability, reinsurance, India, market analysis, innovation, development
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Executive summary
Introduction
Many people at the bottom of the pyramid in low- and middle-income countries and in the informal
economy are faced with massive expenses relative to their household income. Often severe
expenses are costs relating to their health and health care. The limited ability to pay out-of-pocket
for these expenses causes the lower segment of society to get/be trapped in poverty cycles.
Currently, both governments and private markets often fail at providing the necessary financial
protection against health related risks for these people. Micro-health insurance has been proposed
as a bottom-up approach to fill this gap. Micro-health insurance has originated as an offspring of
micro-finance quite recently. Notwithstanding the age of this concept, many pure and mixed
models can already be observed in the field. Evidence on the micro-insurance is starting to emerge.
However, it remains difficult to assess these findings since no common framework or objectives
have been agreed upon on. What does emerge from the findings is that micro-health insurance
schemes are often threatened by stability and sustainability issues. Multiple reasons could account
for this. In OECD countries, the development of reinsurance helped the insurance industry to get
more stable and sustainable. Reinsurance could bring relief to the micro-health insurers as well.
However, reinsurance is hardly offered/available to micro-insurance schemes. Research on this topic
has also been absent so far. For the particular focus of this study the country of India was chosen.
India has been in the middle of the development of micro-(health) insurance. This is mainly due to
the precarious health care situation India is currently in.
Theoretical framework
Research objective
The objective of this study is to explore and explain the non-functioning reinsurance market for
micro-health insurance in India (DIAGNOSTIC PHASE), and to explore ways, possibly through
reinsurance in some form or structure, to develop this market to make the micro/health insurance
schemes more stable and therefore sustainable (DESIGN PHASE).

Research questions
 DIAGNOSTIC QUESTIONS
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Q1: What forms/models/contracts of reinsurance are currently being offered or under
development/thought of, through which the main and extra services of reinsurance would be available
to micro-health insurance entities in India?
Q2: Which factors explain the predominant absence of reinsurers in the market of micro-health
insurance entities in India?
Q3: What are the (reinsurance) demands and needs of the different micro-health insurance entities in
India in relation to their stability and sustainability and which stakeholders can help achieve this?
 DESIGN QUESTIONS
Q4: What ideas or initiatives are there to further develop the reinsurance market for micro-health
insurance entities?
Q5: Would it be possible to develop a generic reinsurance model or form which could help develop the
reinsurance market for micro-health insurance entities?
Methodologies
The theoretical framework was created through an extensive literature survey, which formed the
foundation of the analysis.
The core of the analysis was obtained through empirical methodologies. In-depth, explorative, semistructured Interviews were conducted with various respondents from the field of micro-health
insurance and its reinsurance. The respondents were approached through conferences, networks, and
publications, representing multiple companies and organizations at a variety of positions (and
backgrounds). Due to this broad collection of expertise, knowledge and background of the
respondents, the data was on occasions extended to micro-insurance in general, and to other lowand middle-income countries. This data was than translated back to micro-health insurance and India
to critically assess the relevance of this data.
The case study utilized financial flow analyses, complemented with business analyses.
Main concepts
No straightforward definition of micro-insurance can be supplied. While it is still insurance, the term
micro reveals it is a different kind of insurance. The term micro can relate to both small premiums, as
well as to a small scale, depending on the model of use.
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Four different ideal models of micro-insurance were distinguished: mutuals, the partner-agent
model, the provider model, and the NGO model. Of most importance here are the prior two. The
informal mutual model is completely set up within a community, thereby building on social capital
(inflicting cost-efficiency gains). The design, servicing, etc. is all executed by the community
members. The partner-agent model is not build around a commercial insurer and a local partner and
is therefore more formally recognized. All models have their specific advantages, and
disadvantages, as well as implications to reinsurance.
Reinsurance can be defined as the insurance of insurance. Many different services can be offered by
reinsurers, although the four main traditional ones are capacity, stable-loss experience, financial
surplus relief, and catastrophe protection. Different types of contracts can be offered to insurers.
Empirical findings
Findings

Q1:
Large conformities were observed through the empirical data concerning the first research question.
The main micro-insurance business was life and credit. Only very limited health insurance products
or schemes were encountered. The policies were mainly group-based, and with a for-profit
perspective. Two pure models were encountered: the mutual/cooperative model, and the partneragent model. Next to these pure models, several hybrid models were observed. The reinsurance
contracts entailed mainly quota-share contracts. These contracts are the preferred choice for
companies in their initial stages of development, due to the fact that these contracts share profits
and losses in the same proportion/percentage between the micro-insurer and the reinsurer.
Furthermore, historical data, which is often absent at micro-insurance schemes, is less essential. On
occasions stop-loss contracts were issued. These contracts reimburse micro-insurers when their
overall year results fall short of a predetermined level. These contracts show a greater chance of
profits, but require more historical data.
The reinsurance implications for the mutual model and the partner-agent model proved diverse. The
mutual model has to fight restrictive regulation preventing the model from accessing formal
financing mechanisms (e.g. reinsurance). Furthermore, concerning expertise and funds it is
internally focused since everything has to come from the community. The partner-agent model
does not face these issues. However, this model looses cost-efficiency gains since it is not entirely
build around social capital, and the utilized intermediaries/agents cost money. Furthermore, this
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model focuses more on volume, thereby loosing impact with tailor-made products. Most
importantly, it appears to be difficult to find ‘good’ and trusted (distribution) partners.

Q2:
The hypotheses of the second research question proved largely inaccurate. After testing all these
separately, the main barriers for reinsurers proved to be:
-Inexperience and limited knowledge of the “new” market.
- The current low profitability or high opportunity costs. Resources of reinsurers are devoted to
most yielding activity, mostly life and property in OECD countries. Health insurance is less profitable
due to more expansive and complicated risks, and more infrastructure requirements.
-Legislation. The governments in many countries pose tough regulation concerning reinsurance and
insurance. These restrictive policies are particularly demanding for inexperienced micro-health
insurers in their initial stages of development. Furthermore, international companies are only
marginally allowed into India to do business.
Finally, the unawareness of the possibility of reinsurance, its services and its benefits proved to be a
large barrier for micro-insurers.

Q3:
Five needs and demands of micro-insurers were identified, even though micro-(health) insurers have
only marginally been incorporated in this study:
-Firstly, communication/education was essential to explain possible affiliates and the micro-insurers
of the advantages of insurance and reinsurance, as well as how to establish, manage, and develop it.
-Secondly, distribution channels need to be found to expand the number of affiliates. The mutual
model does this mouth-to-mouth within the communities, but the partner-agent model does require
a distribution partner.
-Thirdly, technical knowhow is required entailing underwriting expertise, as well as organizational
expertise (e.g. claim handling, premium calculation and handling).
-Fourthly, funds are needed for the start-up costs, the health infrastructure, including lower socioeconomic segments, and benefit package enhancements.
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-Finally, there is a need for risk diversification. Although more relevant to the mutual model, this
concerns diversification over geography, products, time. This diversification is mainly desired to
cover for outlier risks, either due to systematic risks or overall business results.

Q4:
Multiple innovative suggestions and development arose from the data. Firstly, that data shows that
more resources were being devoted to micro-insurance by reinsurers, which could be a sign of a
slight drop in the opportunity costs. Furthermore new stakeholders are entering the market, which
could help with distribution, as well as innovations.
A change in regulation has been observed. Governments and regulators show signs of expansive
policies towards micro-insurance. In India this is reflected in recognition of micro-insurance through a
agricultural insurance act in 2006. Government involvement is also reflected in public-private
partnerships. In India the government has established its own micro-insurance scheme (RSBY),
covering more than 10 million people.
True innovations can be found with the hybrid models. These companies combine the pure models,
thereby overcoming earlier posed barriers. Most of these companies are also active in the whole
value chain, providing services and expertise at all levels and with all identified issues.
A last observed innovation concerns the development of local and global micro-insurance
marketplaces. When established, these marketplaces could mean cost-efficiencies by bringing the
market closer together.

Q5:
Two interpretations were exposed in relation to a generic model. First local pooling was suggested,
which would unite multiple smaller micro-insurance units (e.g. mutuals) to be reinsured collectively.
Several examples were mentioned of this already being executed. Secondly, generic models were
suggested with flexibility at the frontend to accommodate the heterogeneity of different microinsurance schemes, but with a generic, common structure.
Case-study
The case study was developed due to a limitation of qualitative data: it was difficult to check on
reliability. The research objective of this case study is to analyze the role and effects of the reinsurer
in the stability and sustainability of a particular micro-health insurer in India. The methodology
utilized here were financial flow analyses (premium-to-liability ratios, business results),
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complemented with a business analysis. Due to confidentiality issues, further specifics and the
findings cannot be shared here.
Conclusions
The main findings of this study were that reinsurers have several services to offer to micro-health
insurers which would help them facing issues with their stability and sustainability. The services
include safety nets for business results (i.e. diversification), expertise (e.g. underwriting,
management), funds (e.g. health infrastructure, start-up costs).Quota-share are the most suitable
contracts for this undertaking, complemented with stop-loss. However, there still is a high demand
for catastrophe protection contracts (systematic risks).
However, reinsurance in not enough. Different stakeholders are needed to further develop this
market. These are needed for distribution, funds, and innovations. The hybrid models are prime
examples of innovative approaches. The integral coherent approaches need mentioning here as well,
combining prevention, insurance education, external aid with expertise and funds, etc. in one
approach. A constructive position is needed from the government, supporting the development of
micro-health insurance with regulation, funds, expertise, etc. Innovations such as the microinsurance marketplaces, and local pooling are also important for the development of micro-health
insurance, since these would mean additional cost-efficiencies.
With this study a first exploration of this specific topic of reinsuring micro-health insurance is
forwarded. The next step is to further analyze and test the findings of this study, which could bring
the stability and sustainability of micro-health insurers one step closer, and with that the financial
health protection of many un- and underserved people in low- and middle-income countries.
Discussion
This study saw several limitations, relating to both the methodology and the execution. Firstly, the
focus has mainly been on reinsurers. Unfortunately, the input from micro-health insurers was limited
to the case-study. Secondly, the explorative, qualitative data proved difficult to test for reliability.
This limitation was aggravated by the low data availability due to confidentiality issues. Thirdly, since
risks do not occur every year, longer time horizons are needed to fully understand the effects of
reinsurance and insurance. Finally, reinsurance is only one mean to stabilize micro-health insurers.
Suggestions
Since this study represents the first exploration of this topic, many suggestions can be made for
further research, among which impact analyses on reinsurance of micro-insurance (whether
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reinsurance should be used as stabilization method, possibly with RCT methods), and performance
monitoring of different micro-insurance models in health financing.
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1: The research design
Introduction
The purpose of this first chapter is to form the theoretical foundations of this analysis. First, the
general topic is put forward through the introduction. Secondly, this chapter will provide an inside
into the research design of the analysis. This includes the background of the analysis, the problem
statement, the research objectives, the corresponding research questions, the research framework,
the relevance of the analysis, the data, and the methodology. Since the whole analysis was divided
into an internship and a master combination-thesis, the research executed in the internship will also
be shortly discussed. This should provide a clear understanding of the whole research analysis.

1.1: Research background
Health and health care are considered as basic needs. Yet for approximately 1.3 billion people, or
possibly even 4 billion people according to Swiss Re (Kalra, 2010), this basic need cannot be
considered as a given. In fact, vast parts of the population in low- and middle-income countries
(LMIC’s) are hardly served in their basic needs and are deprived of access to even the most basic
necessities. These sections of society often exist in the informal economy, mostly from rural areas,
where their income flows are irregular and perhaps not in a currency, and where they have limited to
no assets or financial resources. Moreover, these people face numerous risks, among which health
risks, lifecycle risks, financial risks, and disaster risks (Kalra, 2010). Disturbingly, health and health
care can be considered as one of the most impoverishing factors in the lives of many people at the
“bottom of the pyramid” (Dror and Preker, 2002). This conclusion stems from statistical analysis, as
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well as the perceptions of the people in LMIC’s, as a study by the Microinsurance Centre reveals.

Number of countries

Risk management needs prioritized by lowincome individuals in 11 countries
8
6
4
2
0

1st Priority
2nd Priority
Health

Death

3rd Priority
Property

Job Loss

Others

Figure 1.1: Source Roth, McCord, and Liber (2007)

Many variables could be held accountable for this lack of protection against these risks. This story
starts with the access to health care. Hospitals are often scarce in LMIC’s, and even primary health
care is often not in close vicinity to people living in the rural areas. However, even when access to
health care is perhaps not the single largest issue, the affordability, the quality and the adequacy of
the health care in time and services are (Dror and Preker, 2002).
Traditionally, it is the role of either the government or the private market to provide this protection,
depending on the health care system of choice. However, both the government, market and society
currently often fail in this ambition (Marmot, 2007). Factors influencing this shortfall are for example
the limited ability of governments to raise taxes, the difficulties reaching these people, and the high
costs involved with these efforts.
Out of this largely financial need, micro-health insurance entities have been created. These
innovative types of insurance have been developed as an offspring of micro-finance and micro-credit
to deliver insurance coverage (i.e. financial protection) to people and communities in LMIC’s. Over
the last ten to fifteen years, communities, NGO’s, health care providers, commercial companies, etc.
have grabbed this opportunity to deliver insurance products to the citizens of these countries, for
example in the fields of life, crop, cattle, and health (Dror and Preker, 2002). There are clear
indications stemming from academic literature and practice that many micro-insurance schemes can
for example include the poor and can supply the people with greater financial protection and
stability (Dror and Preker, 2002) Micro-insurance initiatives are spreading through all low- and
middle-income countries, but have mushroomed especially in Asia.
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However, these micro-insurance schemes are often established within their community without
external technical assistance. This makes activities such as determining the premium in relation to
the risks covered, extremely difficult. This could lead to large operational difficulties, which could put
their long-term (financial) sustainability and growth at risk. Next to these operational difficulties, risk
spreading is per definition an issue for micro-insurers, since their pool is often small in size. This
should be manageable for the majority of ‘conventional’ health risks. However, for example for those
very few extraordinary costly events, the pool of micro-insurers is often found too limited.
Moreover, considering the social background of the target-population, the total contributions to the
schemes will often be small.
The mechanisms of reinsurance have helped the development of the insurance market in the
developed countries over the last 100 years facing similar issues. Reinsurance is basically insurance of
insurance, whereby certain agreed upon risks are transferred to the reinsurer to distribute them over
a larger pool. Next to these capacity gains, the advantages/services of reinsurance could cover
surplus relief, catastrophic risk protection, stable loss experience, underwriting expertise, portfolio
insurance, and compliance assistance. Micro-insurance could equally benefit from reinsurance for
these reasons as well as others, but this market is currently still non-existent or underdeveloped and
hardly explored by the academic world.

1.2: Problem Statement
As expressed above, this analysis revolves around two equally important sides. On the one side
there are the micro-health insurance entities. Through pilot-studies and empirical research several
issues have been exposed, which challenge their stability, sustainability and growth. Amongst other
weaknesses, the schemes are often in need of technical support/advice and risk protection against
costly catastrophes. On the other side, there is the business of reinsurance which could offer
alleviation to the issues faced by the schemes. However, this potentially enormous reinsurance
market is still un- or underdeveloped. Furthermore, this topic remains unexplored by the academic
world. Therefore, the issue at hand here is that reinsurers do not know what to offer to who. On the
other hand, the micro-insurers do not know what is on offer and to who they should turn.
Furthermore, there is no overview with attempts to resolve these discrepancies.

1.3: Research Objectives
The overarching common objective of this study is to explore and explain the non-functioning
reinsurance market for micro-health Insurance in India, and to explore ways, possibly through
reinsurance in some form, to develop this market to make the micro/health insurance schemes
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more stable and therefore sustainable. Corresponding to different phases of the analysis, this
research objective is split up into several separate research objectives. Firstly, a literature review
should explore the concepts used in this analysis, and should expose the evidence on microinsurance relating to instability, sustainability and reinsurance. This analysis was conducted in the
internship phase of this analysis. A brief summary of the relevant material will be put forward here,
to create the theoretical foundations for this analysis.
In the master-thesis phase the objectives turn to the empirical exploring of the issue at hand. This
can be listed as follows:
-

The first step is to map the current activities and developments of cooperation in India (and

under what circumstances and conditions) between these micro-health insurance schemes and
reinsurers and other activities of stakeholders with the purpose of increasing the stability of microinsurers.
This inventory serves the purpose of creating a clear picture or overview of the activities and
developments in the actual field. This is essential since without this overview, comments on the
absence of reinsurance cooperation or further developments in this field would be unfounded. This
then is the first cycle in the diagnosis phase.
-

Based on the inventory made in the first step, an explanation has to be found for the large

absence of reinsurance for micro-health insurance schemes and the difficulties of involvement with
micro-insurers.
Only through the exploration of the barriers can an attempt be made in the direction of further
developments of this market. This objective represent the second cycle of the diagnosis phase.
Overcoming the barriers faced should receive the central focus in these future developments.
-

The third step involves going into the actual micro-insurance market in India; the different

micro-insurance schemes, their (financial) needs and demands, other (potential) stakeholders, and
their context. Complementary to this objective, a particular case will be further analyzed. The
(financial flow) analysis of this case-study in India deepens this objective. The purpose of this casestudy is to thoroughly analyze the financial effects of reinsurance for all the stakeholders in the value
chain.
This third step is the final cycle of the diagnosis phase, and serves the purpose of shedding light on
the micro-insurance side of this analysis. Without this additional focus the analysis would run
crooked for only analyzing from the perspective of the reinsurers and other similar stakeholders.
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-

The last step will consist of both a presentation of the previous data into an overview, as well

as the drawing up of suggestions as to how to develop the reinsurance market for micro-health
insurance entities.
The purpose in this design phase is to generate developments and suggestions, to fuel a stakeholder
dialogue, perhaps to create a collective attempt to share best practices, to augment more
cooperation between the different stakeholders, and to bolster innovative solutions for the issues
posed in this analysis.
A small note is in order here. The topic of micro-health insurance is very narrow. Only limited
academic research has been devoted to the topic and in practice only a tiny portion of the total
micro-insurance activities come to the account of health insurance. Furthermore, micro-health
insurance often coincides with other fields of micro-insurance, such as crop, livestock, and life. This
is due to the fact that often several insurance products are offered at once. Therefore, the topic of
micro-health insurance is on occasions extended in this analysis to micro-insurance in general to not
limit its explorative nature. Certainly, when possible the analysis is limited to the field of health.
However, when other types of micro-insurance are discussed, the findings and considerations are
translated back to the field of micro-health insurance to assess their relevance. Furthermore, with
the explorative nature of this analysis in mind, developments in one field could help in other fields.
Another extension of this research relates to the specific country of focus. Although the main focus
is on India and its particular health situation, development, and legal, cultural, political, and
economical background, experiences and developments in other countries could be relevant and
applicable to India as well. So in short, due to the explorative nature of this analysis, the topic of
micro-health insurance is on occasions extended to micro-insurance in general in all parts of the
world to obtain a greater picture and to increase the quantity of relevant data. When the findings
concern micro-insurance in general, they are afterwards in the conclusions translated back to their
relevance to micro-health insurance.

1.4: Research Questions
Several research questions are posed in this analysis to achieve the research objectives as stated in
the previous paragraph. These are further divided into sub-questions, hypotheses, and prepositions.
I.

What forms/models/contracts of reinsurance are currently being
offered or under development/thought of, through which the main
and extra services of reinsurance would be available to microhealth insurance entities in India?
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This first query acts as the basis on which the further analysis is built. In order to understand
the assumed gap in reinsuring micro-health insurance units that currently exists according to
the literature (as will be presented in chapter 5), first this gap must critically assessed. To
execute this, an inventory should be made of the existent forms/models/contracts, already in
operation or under development by the separate reinsurers and other stakeholders involved.
In many research analyses an inventory as such can be executed by means of a literature
review. However, this analysis entails specific business activities. These are hardly recorded
by entities other than themselves (also for competition reasons). Therefore, this inventory
can only be actualized through the data gathered in in-depth explorative semi-structured
interviews with the participants. To obtain this information, this first main research question
demands to be divided into sub-queries, which can in turn form the link between the
interview questions.
Sub-questions
1) What are the general characteristics of the current contracts being offered by reinsurance
companies to micro-health insurance schemes, or of contracts under development, with respect to:
a)

the main parties in the contract?

b) the cooperative partners in the arrangement?
c) the structure of the models?
d) general preconditions?
e) the specific type or types of contracts (for example excess of loss, stop loss, and quota share)?
f)

the content of the coverage?

g) the services offered?
h) the time-scope of the contracts?
i)

the objectives of the contract?

j)

investments?

k) the process of how the contract has been developed and closed?
This specific sub-questions along with the separate characteristics is based on the literature as will
be presented in chapter 2.3, and chapter 5. The first two sub-questions are needed to assess
whether the reinsurance activities are organized as coherent approaches with other stakeholders, or
simply between the micro-insurer and the reinsurer. For example NGO’s, donors, MFI’s or other
businesses or organizations could help with the distribution of micro-health insurance. Commercial
insurers could form an entry to this market, to circumvent the tight health insurance regulation.
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The characteristics c up to and including k further build on specific reinsurance characteristics. These
however or still general and could most likely be answered by people who know about reinsurance
and or in contact with it, but on a rather general level. These characteristics are based upon the
literature as will be presented in the chapter 5. The contracts are very important since this
exemplifies the activities which are undertaken. The other characteristics attempt to trace on what
terms and conditions the activities apply, what the reinsurers offer the micro-(health) insurance
units and with what objective in mind, how they treat the units (k), and what commitments these
activities entail in terms of time.
A small remark is in order here. As will be exemplified in the paragraph on the methodology, for a
complete inventory the interviews will be conducted with respondents from multiple levels and job
descriptions, from several (reinsurance) companies and organizations. This includes for example
actuaries, operations, marketing, strategy, claims-processing, CSR, R&D, finance, regulations, and
senior management. However, particular participants demand for particular questions.
Furthermore, since micro-health insurance is most likely the least developed micro-insurance
business, the respondents will often posses more knowledge and experience in other microinsurance businesses, such as agricultural insurance or credit life. I am however convinced that that
every expertise adds to the total picture I am creating and that perhaps developments, knowledge
and experience in one field could the micro-health insurance field. Therefore this sub-question, as
well as the following sub-questions, hypotheses, and propositions do not necessarily only apply to
micro-health insurance. When it is based on other fields of micro-insurance, this will be clearly
indicated.
-------------------2) What are the specific characteristics of the current contracts being offered by reinsurance
companies to micro-health insurance schemes, or of contracts under development, with respect to:
a) premiums?
b) premium-to-liability ratio?
c) retentions?
d) reinstatements?
e) deductibles?
f)

commissions?

g) solvency reserves?
h) uncertainty risk probabilities incorporated into design?
i)

terms and conditions required of the micro-insurance entity?
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This sub-question with further corresponding characteristics is mainly developed for respondents
who are more at home in the field of reinsurance, for example actuaries. These specifics really go
into reinsurance details, mainly based on the following chapter 2.3, but to an extent also to chapter
5. These details are however essential to thoroughly understand what reinsurance contracts are
actually offered to micro-health insurance units or in development. As stated in the introduction,
this analysis attempts to find a way to develop the activity of reinsuring micro-health insurance, and
insights in the current specifics is therefore of utmost importance.
II.

Which factors explain the predominant absence of reinsurers in the
market of micro-health insurance entities in India?

After the inventory of the empirical field has been established, the reasons behind this absence
should be uncovered. Again, the in-depth interviews should supply the answers to this question.
Since a clear distinction can be made between the effect (absence of reinsurance) and possible
explanations (or causes) for this, hypotheses can be developed.
Hypotheses
The first hypothesis with its sub-hypotheses has a rather general character. The sub-hypotheses
therefore bear no direct relation to one another, but are closely connected.
3) The predominant absence of reinsurers offering contracts to micro-health insurance entities in India
can be attributed to:
a) the large administrative costs corresponding to the design of individual reinsurance contracts
for a large diversity of small size micro-health insurance schemes.
Depending on the definition of micro-insurance, often micro-insurance units are relatively small
in size (chapter 2.2). As demonstrated, this is more apparent for the mutual model of microinsurance than for the friendly-society model, the partner-agent model, or the provider-model.
Furthermore, all the units differ largely from each other with respects to needs, priorities, and
benefits, as well as other characteristics (sub-chapter 4.1..2). Reinsurance is the method of
diversifying risks of insurance companies over more than only one single company. The greater
the number, the more diversification, which results in lower risks and therefore costs. However,
to offer reinsurance to these relatively small units would mean closing contracts with all these
units individually. Furthermore, these contracts would most likely all demand a unique design
and characteristics. Next to these quantity issues, there is also a qualitative aspect to it. These
units are often rather unprofessional and new, where they rely on management staff with
limited professional training (again more so concerning mutuals than the other models of micro-
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insurance)(Chapter 2). All these issues raise the administrative costs for a reinsurer to reinsure
these units (Chapter 5).
b) the low availability of data concerning the business of reinsuring micro-health insurance
entities.
As exemplified in the previous sub-hypothesis, the micro-health insurance units are often found
rather underdeveloped and new, and not fashioned in a professional way. Next to the fact that
the units are most likely to be found inexperienced with registering data in a proper fashion,
they perhaps do not really know what to measure and in what way (a knowledge, as well as a
technological constraint). Apart from the ability of the micro-health insurance units to obtain
and store data themselves, in most LMIC’s this data relevant for underwriting and for the
reinsurance activities has most likely not been collected by other entities such as the
government, universities, or even (international) organizations or (international) businesses
either (for example concerning health risks or health seeking behavior, but also the people’s
attitude towards risks, etc.). This low availability could prevent reinsurers from entering this
business, since it would either be very risky to reinsure micro-insurers without this data, as well
as that it would be very expensive to collect this data themselves for every scheme (Chapter 5).
c) the perception of potential reinsurers of bad overall business results:
i)

the perception of potential reinsurers of high potential costs due to adverse selection.

ii)

the perception of potential reinsurers of high potential costs due to moral hazard.

A clarification is in order first. Two separate theoretical markets can be defined here. Firstly,
there is the market between the individual affiliates and the micro-insurer. Next to this rather
micro-market, a rather macro-market exists between the micro-insurer and the reinsurer. Both
these markets have different characteristics and issues facing them. This analysis largely focuses
on the market between the micro-insurer and the reinsurer. However, often this macro-market
is closely connected or based on the micro-market, as this sub-hypothesis will demonstrate.
Entering a new line of business always demands a cost-benefit calculation. If the short-/medium/long-term prospects for profits are slim and uncertain, with large short-/medium-/long-term
potential costs, a reinsurer will most likely not enter this market. Both these sides (profit and
cost side) depend on countless and sometimes subjective factors. Relating to costs for example,
large uncertainties relating to large unknown fluctuations can jeopardize the business activity
(Chapter 5). On financial markets, adverse selection (or anti-selection) and moral hazard could
play a large role in driving up the costs. This could happen in this case on both the micro- and the
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macro-market. Individuals as well as whole micro-insurance units could attempt to affiliate with
an insurance scheme or reinsurer if they see an advantage in it, knowing the premium they pay
will not cover the costs or insurance benefits they receive. This is the result of a knowledge
discrepancy, where the new affiliate possess more information than the insurer. The same
applies for moral hazard, where individuals or micro-insurers will show more risky and costly
behavior once they are (re)insured. The solutions for this highly depend on the market (micro or
macro). However, adverse selection and moral hazard could be limited by the reinsurers (it can
never be completely excluded), if the underwriting of the micro-insurer is sound (the microinsurer has to take protective measures into the design to limit this), the reinsurer can obtain all
the data needed to verify this, and the reinsurer is able to check through supplied and obtained
data whether the micro-insurers themselves do not show behavior corresponding to adverse
selection and moral hazard. This hypothesis argues that due to limits concerning these three
factors on the micro- and macro-market, these requirements cannot be fulfilled, which causes
reinsurers on the macro-market not enter the micro-insurance market due to the high costs this
entails.
d) the precondition of reinsurers of offering their services only to micro-health insurance entities in
specific partner-agent structures.
Based on the theory in chapter 2.2 on the different models of micro-insurance and its
reinsurance, a limiting factor in the development of the reinsurance market for micro-health
insurance could be that reinsurers only want to do business through a partner-agent model. The
advantage with this strategy could be that the reinsurers do not have to get involved directly
and locally. Other factors could be to circumvent legislation requirements, or that the agent is
perhaps more professionalized with more essential data available. However, both the
infrastructure as well as the partners and the agents (for example in the form of local
commercial insurers or MFI’s) must be present on the market. A suitable partner must be found,
which should both be capable, as well as willing. Furthermore, both the reinsurer and the microinsurer must be willing to do business with each other. If this model is a specific requirement of
reinsurers to offer their services, many micro-insurance schemes will find themselves unable to
find a reinsurer due to the unavailability of suitable agents and reinsurers.
e) The general disinterest of the reinsurance companies in India.
Although a very general and bold hypothesis, but a possible barrier for reinsurers could also be
that they are simply not interested in India. This could for example be due to high entry costs of
accessing this market, low possible yields for this business in India, high costs running and

33

developing costs, low level of knowledge and experience of this new market. Also (international)
financial factors could come into play, such as currency risks, the structure and political
economy of the local economy (e.g. inflation), etc. This hypothesis argues that this attitude
could prevent reinsurers from accessing this market.
-------------------The fourth hypothesis revolves around the perception of reinsurers towards the business of
micro-insurance. Opportunity costs play a large role in this.

4) The absence of reinsurance for micro-health insurance in India can also be explained by the
position micro-(health) insurance currently holds within the overall operations and strategies of
the reinsurance companies. Micro-insurance is currently seen by reinsurers as a side-activity (instead
of a core activity). This hypothesis manifests itself in the current contracts, which are not offered in

accordance with actual market conditions. Clear indications for this are:
a) the prices of reinsurance for micro-health insurance schemes, which are not in accordance with
actual market prices.
b) the lower demands on preconditions to be met when closing a contract with micro-health
insurance entities in India (for example, premium-to-liability ratios, contribution rates, etc.).
c) the limited offering of traditional services by the reinsurers through the current contracts to
micro-health insurance entities in India.
d) the low amount of investments made by reinsurers in this market.
Since micro-insurance is developing but rather new activity, reinsurers still have to adapt their
business to it (if they see a future in it). For example within Eureko Achmea, micro-insurance is
currently executed by the Corporate Social Responsibility department. In other words, not being
a core business the importance of this activity in the overall operations of the company is rather
low. This also means there is a limited availability of resources for these activities (in people and
funds). The opportunity costs for devoting resources to this micro-insurance activity instead of
devoting them to possibly higher yielding reinsurance activities such as reinsurance in the OECD
countries, could be valued to high. Therefore, micro-insurance will be perceived by reinsurers as
a side-activity, an extra side-business to achieve goals such as CSR. Furthermore, the perception
could also be that currently the opportunity costs are still too high to afford resources to go to
micro-insurance, but that the reinsurers do not want to loose the connection with the business
by not doing anything. Consequences are that reinsurers do not put in all the effort needed to
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develop this market. The a b c d distribution are indicators to test this hypothesis in the actual
field.
-------------------This fifth hypothesis with its sub-hypotheses has been developed with the market positions of
both the micro-insurers and reinsurers on the macro-market in mind. This hypothesis is different
than the previous in the sense that it less attempts to explain why reinsurers would not enter this
market, but tries to explain why there are no reinsurance activities between the micro-insurers
and reinsurers on this macro-market.

5) The absence can be attributed to the discrepancy between the product reinsurers supply of
reinsurance services and the demand/needs of the micro-insurers for services on the reinsurance
market. A multitude of factors can be held responsible for this discrepancy. Here the following
sub-hypotheses will be drawn. The discrepancy is created by:
a)

the high deductibles and cap covers the reinsurers set in their contracts due to high risks of
losses.

As illustrated in chapter 5.5, Outreville (2002) holds that current contracts are in a top-down
fashion, where the large, developed, (expertise-)rich, and knowledgeable reinsurers can offer
whatever they want since they hold a stronger market-position that the micro-insurers due to
their size, limited knowledge, and inexperience. This completely distorts the marketmechanisms in favor of the reinsurers, with the consequence that reinsurers are able to design
the contracts and the activities in their advantage (with high deductibles and cap-covers which
limit the reinsurers’ possibilities for losses, transferring the risk of losses back to the microinsurers), where the micro-insurers can only accept what is being offered to them. They could
however refuse these contracts, which would explain the inactivity on the reinsurance market
for micro-health insurance entities.
b) the strong market positions of reinsurers, which enables the reinsurers to:
i)

design contracts without cooperating/communicating with micro-health insurance entities
in India.

ii) design contracts in which potential losses are mainly carried by the micro-insurers.
iii) design short-term contracts which are unattractive to developing micro-insurers.
iv) design contracts which limit the possibilities of profit and therefore solvency for microinsurers.
v) design contracts based on only:
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(1) excess-of-loss.
(2) stop-loss.
(3) quota-share.
Further building on the previous sub-hypothesis, its exemplification and chapter 5.5, this
hypothesis goes into other possible causes for the inactivity between reinsurers and microhealth insurers. Reinsurance contracts are normally developed in close cooperation between the
reinsurer and the insurer, where the insurer delivers the data and information (on what they
want to cede, what their goals are, whether they are trustworthy, etc.) and the reinsurer audits
the insurer and attempts to “sell” them a product which they will accept in terms of their wishes
and demands (Chapter 2.3). If this market can be characterized as a supply-driven market with
an incredibly strong market position of the reinsurer, the micro-insurers will most likely not
really be involved in the whole design of the contracts. Seen from the reinsurers’ perspective,
this would only cost the reinsurer more effort, time, and money. The potential losses, the
longevity of the contracts, and the profits could therefore also be designed in a way that would
benefit the reinsurers the most. This would also be reflected into the type of reinsurance
contract. As a consequence micro-insurers could be found unwilling to accept these contracts.

III.

What are the (reinsurance) demands and needs of the different
micro-health insurance entities in India in relation to their
stability and sustainability and which stakeholders can help
achieve this?

Where the previous two research questions focused mainly on the reinsurance side of the
analysis, this query focuses more on the micro-insurance side. Notwithstanding this focus,
this questions should be answered by micro-insurers as well as other stakeholders. Like the
first main research question, this question serves the purpose of analyzing what and where
the gap is. Without knowing what is currently being offered to the micro-insurers and what
is needed or demanded by them, no suggestions can be developed to evolve this market.
Since this question again carries a explorative character, two sub-questions are posed here.
Sub-questions
6) What are the needs and demands of micro-insurers with respect to
a) their financial needs and demands
b) their needs and demands with respect to knowledge and expertise

36

c) communication/education
d) distribution
As expressed in chapter 4, micro-insurance units are very heterogenic with respect to their needs
and demands. This of course stems from the different characteristics, objectives, etc. of the
micro-insurance units. These needs and demands can relate to several fields, relating to their
specific issues. If the scheme lacks scale, or the premium income too low, the micro-insurer
would logically express a demand for financial assistance. If the micro-insurer is still unaware of
this pitfall, it could be qualified as a yet unexpressed need. The same applies for the needs and
demand with respect to knowledge and expertise, communication/education, and distribution.
As exemplified in the research background and in chapter 5, micro-insurers often lack the
management expertise to run an insurance scheme, for example with respect to the claimsubmission process. Furthermore, insurance is a difficult product. To “sell” this product to
possible affiliates, these people need to understand this product and its advantages on
beforehand. This demands insurance education. Distribution could also threaten the existence of
micro-insurers in the way that the law of large numbers needs to be reached before it can be
applied. Distribution is very important to get the necessary affiliates to diversify the risks over
these members.
7) Which stakeholders could aid with these objectives?
Although the main focus of this analysis lies on reinsurance, other stakeholders could help as well
with issues of stability and sustainability of the micro-insurance units. Keeping the question open
with respect to possible aiding partners answers to the explorative nature of this analysis. This
questions attempts to explore the (potential) partners and network aiding micro-insurance
schemes, not limiting it to reinsurers only. Notwithstanding the fact that reinsurance could
possibly play a large role with certain issues faced by micro-insurers, other partners such as the
government of India, NGO’s, or International Organizations could aid as well. Furthermore,
certain partnerships could improve effectiveness where each stakeholders helps the microinsurer with his comparative advantage.
IV.

What ideas or initiatives are there to further develop the
reinsurance market for micro-health insurance entities?

Similar to research questions I and III, the purpose of this query is once over to make an
inventory of the ideas, thoughts, and developments that exist in the field. Since this market
is so recent, the market is only in its initial stages of development. This also means that
stakeholders are still finding their way and experimenting on this market. The search is on
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for an innovative, effective, and efficient entrance, position, or niche on this market,
whether it be profit or non-profit, and anywhere in the value-chain of micro-insurance. Of
course this should be in line with overcoming the barriers and challenges as exposed in
research question II. These new development would be highly interesting to observe, and to
be tested quantifiably in further research.
Sub-questions
8)

What developments can be observed in the field relating to the micro-insurance side?

The value chain of supplying possible affiliates with financial health protection consists of several
sections. Of relevance to this analysis is first the micro-insurance side, as the micro-insurers function
as the primary insurers delivering the actual financial protection to the people. Any developments or
innovations on this level could increase the stability and sustainability of the micro-insurers,
decreasing or perhaps even resolving the problem raised in this analysis.
9)

What developments can be observed in the field relating to the non-microinsurance side,

including reinsurance?
Building on the previous sub-question, the level above the micro-insurers is of prime importance to
this analysis as well. Many stakeholders attempt to aid the micro-insurers with their stability and
sustainability, being it on a profit or non-profit basis. Not only reinsurers venture on this market, but
for example governments as well perhaps with their social security policy in mind. Other
stakeholders such as NGO’s or third party administrators (TPA’s) (could attempt to) occupy this
market as well, for example by aiding with insurance education or insurance administration. Again,
one of the objectives of this explorative analysis is to look into possible developments or
innovations. An answer to this objective would be incomplete without assessing who is or could be
behind these activities.
V.

Would it be possible to develop a generic reinsurance model or
form which could help develop the reinsurance market for microhealth insurance entities?

This research query is explorative by nature. The relevance of the use of hypotheses will
therefore be limited here. A generic model does not yet exist and it is the question if such a
model can be developed at all. Therefore, the possibility of the development of a generic
model can be investigated among the participants of the in-depth interviews. Furthermore,
a number of general suggestions for a generic model have come forward out of the literature
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review. These can be explored in the form of asking the respondents their opinion on the
following propositions:
Propositions
The development of a generic model or form for reinsuring micro-health insurance schemes in India
is possible, regarding:

10
11
12
13
14

•the reinsurance companies have a(n) (common) interest in a generic model.
•the current operations of the reinsurance companies have similar elements (for example common
objectives, common procedures, common types of contracts, etc.).
•there is sufficient communication/cooperation between reinsurance companies.

•the diversity of reinsurance contracts does not form an obstacle.
•the reinsurance industry is progressive in changing their current operations and procedures.
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•a neutral umbrella organization is developed to organize reinsurance contracts collectively with
multiple stakeholders.
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•a generic model will cause more reinsurance contracts to be offered to micro-health insurance
entities in India.

Figure 1.2: Preconditions of the development of a generic model

Based on the findings in sub-chapters 5.5, and 5.6, a number of possible preconditions can be
identified before a generic model can be developed as intentioned with this analysis. Furthermore,
this generic model would need to be relevant for the market so it can help the reinsurance market
for micro-health insurance entities to further open up and develop.
An assumption that needs to be tested in this analysis is whether a generic model for reinsuring
micro-health insurance entities could overcome the barriers and open up this market. As is
questioned in the previous research question, a generic model would be only one of many
possibilities of opening up this market. However, as the findings in sub-chapters 5.5, and 5.6
demonstrate, it is a often suggested possibility. A model as such could take many shapes, for
example as a guideline, a working model, a general procedure or approach, a knowledge platform,
stakeholder platform, or perhaps even a new organization as suggested by professor D.M. Dror that
could fulfill the task of reinsuring micro-health insurance entities with all the relevant stakeholders
involved. However, a common denominator in this should be that it would have to lower the
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possible barriers and cause more reinsurance coverage to be accessible for the micro-insurers. A
generic model in principle could be developed by taking the best practices, as well as the knowledge
and experience of the separate reinsurers and micro-insurers, into a widely applicable model that
would satisfy both the supply and demand side, and lower activity-barriers such as administrative
costs, data issues, etc. How this would need to be structured and developed and whether it will be
likeable to develop in this way are of course the next questions.
The development of a generic model is however easier said than done. A number of preconditions
have to be fulfilled will it be possible to even start the development of this model, to structure it in
an adequate way, and for the model to truly open up the reinsurance market for micro-health
insurance entities, perhaps even including other types of micro-insurance businesses. A first
requirement would be that there is actually a breeding ground for a model to develop amongst the
reinsurers, micro-insurers and the other possible stakeholders. If there is no demand stemming from
the stakeholders, and there is no demand from the market, the likeliness of the development of the
model is low. Therefore, the first step is that there must be an apparent and expressed will to
communicate and cooperate with each other on this, or when it is developed by someone, a will to
contribute or become a stakeholder in it.
A second requirement is that the activities of the reinsurers, micro-insurers and other stakeholders
now apparent or under development, must show at least some resembling elements. If the activities
(contracts, procedures, services, etc.) are completely different, it would be difficult to create a
generic model which could be used by a number of stakeholders. Some parallel factors must be
observable for the generic model to work. However, a generic model could also be developed as a
completely new technology or approach with a radically new way of doing things. But still, some
uniformity must be apparent. If for example some possible reinsurance companies always want to
work on a non-profit basis, and other always on a for-profit basis, it would be difficult to develop a
model for them, let alone to affiliate these companies as members in a new organization.
Building on mainly the first step, a third step or precondition would be that the relevant
stakeholders start communicating or perhaps even cooperating with each other. It is apparent that a
generic model could never arise without the cooperation of its possible users or members.
The fourth precondition builds largely on the second step, arguing that the specific types and
designs of the contracts must not be to distinct from each other. For example, if a certain reinsurer
works exclusively with proportional quota-share contracts, while the other works exclusively with
non-proportional excess-of-loss contracts, it would again be difficult to unite these reinsurers with
each other in a generic model.
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The fifth step is a rather general one, based on mainly the first precondition, in the sense that of
course the industry must be willing and progressive enough firstly to develop an innovative generic
model and then to implement it in their current activities and procedures and to adapt to this. The
(re)insurance industry can by nature be characterized as largely conservative, awaiting the market to
develop first, not taking any risks. A generic model would demand progressive, innovative thinking,
and perhaps a leap of faith, trust, and believe that a generic model would be the most efficient,
effective, and sustainable way to develop (if this is in a company’s objective). It remains a question
or precondition whether the industry is ready for this.
As suggested by Dror (2002) and Newbrander and Brenzel (2002) (sub-chapter 5.6), a possible
format for this generic model would be a (international) pooling arrangement which would be
leaded by a new neutral umbrella organization which would be supported by the individual members
as stakeholders in the field of reinsurance for micro-(health) insurance entities. This organization
would form the organization form which independently the reinsurance activities would executed,
with a mandate and funds from the members. This format could have many advantages, among
which great pooling possibilities, funds, knowledge and expertise, etc. It remains however the
questions whether the stakeholders would be willing to develop such an organization and
afterwards, to fully work according to this organization and adapt to it.
The last precondition is probably the most important one in the sense that however the generic
model (if developed) is formatted, it would have to cause the reinsurance market to open up for
micro-insurers. Reinsurance services should through this model be finally offered to micro-insurers
in a sustainable, efficient, and effective way, to protect the micro-insurers from bankruptcy and to
supply them with possibilities to grow.

1.5: Relevance
This analysis has been molded into a combination master-thesis. Therefore this document has to
adhere to the demands of both studies. An important (pre)condition for writing this combinationthesis is that it has to show relevance to both studies and universities. Although this analysis is
somewhat of a detour from both studies, a common ground can be found in important factors on
the background of these studies.
This analysis carries a multi-disciplinary character, heavily depending on (micro- and insurance)
economics, but also on political aspects, law, cultural aspects, business, public policy, and others.
Furthermore, the search for development, or in this analysis improved financial health protection for
the un- and underserved, is a key feature of this study. However, a more important concept can be
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proposed here. Both studies carry the word ‘international’ in them, reflecting both a cross-border
character as well as somewhat of a meta-level, above the national powers. The term ‘governance’
immediately springs to mind here. Governance, in contrast to government, is defined by Susan
Strange (1996) as the progressive deterioration of the power of political authorities in favor of the
global market. Micro-insurance schemes have found their birth through the void left by
governments and the private markets to deliver basic needs (here health and health care) to its
population in LMIC’s. These micro-insurance schemes, possibly in combination with the large
insurance and reinsurance companies who empower the micro-insurance schemes, could achieve
this goal of basic needs and by this govern the economy and society. Furthermore, Strange argues
that a shift is apparent from the national, political level, towards the higher level, possibly the
reinsurers and other international stakeholders, and the lower, micro-level, the local microinsurance schemes. This then would be a excellent case to exemplify the relevance of the
governance theory of Strange.
As for the academic relevance, research into this particular topic has so far been absent. Therefore,
the only option for research is to explore the topic, since testing would require the field to be further
developed.
The relevance of this analysis for the pragmatic world manifests itself in the 1.3 billion poor (below
$1 PPP) who are struggling with their basic needs. Health and health care is acknowledged an
important impoverishing factor in the lives of the poor. Micro-health insurance schemes could help
to reduce poverty and escape the poverty trap. These initiatives have mushroomed primarily in Asia,
with India as the main birthing ground. India with its 1.2 billion inhabitants is an enormous, versatile
upcoming economy, with a disperse cultural variety within the borders of this largest democracy in
the world. India could therefore function as a testing ground for new micro-insurance initiatives and
their corresponding reinsurance structures. By finding a way of mutual cooperation between the
micro-insurer and other stakeholders such as reinsurers, important progress could be made to
reduce poverty and to secure basis needs for everyone. The specific relevance of this analysis is
therefore that an explorative overview of activities and developments could stimulate stakeholders
such as reinsurers, and micro-insurers, and could create a dialogue. For this reason, and for practical
reasons India has been chosen as primary focus. Professor Dror (Erasmus MC; Micro Insurance
Academy, India) who functioned as an advisor in this analysis, and Eureko Achmea (largest
cooperative insurance company in the Netherlands), the supervising company of my internship,
have an extensive network in India. This enlarges the accessibility and reach for interviewing microinsurers, as well as potentially deepening it.
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1.6: Empirical cycle of explorative research
As exemplified in previous paragraphs, the present analysis carries a explorative and empirical
character. This entails that empirical cycles of fundamental research cannot be applied in the design.
Instead this research adheres to the following steps (Figure 1.3):
1) Observation (literature search)
This initial step consists of a academic literature search, complemented with empirical
experience obtained through an internship at the micro-insurance department of the
International (re)insurer Eureko Achmea B.V.
2) Data collection
In this second step, the data obtained in the observation phase is collected, valued for its
relevance, and structured into a theoretical literature review. The purpose of this phase
is to build the theoretical underpinnings of this analysis. Similar research question apply
in this phase, since the research proposal and the complete analysis consisted of an
internship and a master-thesis phase, to be executed over a year.
3) Operationalization
The operationalization phase entails the formulation of the research design, including the
sub-questions, hypotheses, and propositions. Out of the data searched in stage one and
put into a review in stage two, the operationalization is deduced.
4) Interview design
The operationalization forms the basis for the design of the in-depth semi-structured
interviews. Although only forming the leading thread through the interviews, the
questions should provide the qualitative data necessary to answer the sub-questions,
hypotheses, and propositions raised in the operationalization.

5) Testing
In this phase empirical data is collected through the interviews with the selected
respondents.
6) Mapping phase (CONFIDENTIAL)
This phase serves the purpose of interpreting and analyzing the data collected in the
testing phase, and correcting it for errors. Moreover, respondents are contacted again in
case of ambiguities and obscurities. This second contact also serves the purpose of asking
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for their approval of the analyzed results, as well as to encourage them to elaborate on
certain answers and getting more into detail, for example with concrete financial data.
7) Case study (CONFIDENTIAL)
In the case study a particular micro-insurance scheme is examined. A financial flow
analysis is executed to create an overview of ‘who is paying which amount to who for
what in return’. This analysis shows the financial demands and needs of this particular
micro-insurer, and demonstrates whether the particular reinsurer answers to these
needs and demands.

8) Conclusions (CONFIDENTIAL)
In this eight stage the empirical results of both the interviews, as well as the data and
analysis from the financial flow analysis of the case study are evaluated. The answers to
all the main research questions, through the various sub-questions, hypotheses, and
propositions are then put in the a larger perspective.

9) General suggestions (CONFIDENTIAL)
In this final phase the remarks on this analysis are put forward in the discussion.
Furthermore, several general suggestions are formulated for further research as well as
for stakeholders in the field of micro-insurance (among which the reinsurers) which flow
out of this analysis.

1.7: Research Framework
In figure 1.3 the research framework of this analysis is illustrated. The framework consists of several
steps, outcomes, and procedures, corresponding to the different phases of the research cycle as
presented in the previous paragraph. In this paragraph I will briefly go through the framework to
clarify the figure.
In the first phase of the literature survey, information on the particular topic is collected through
both academic sources, as well as the experience through an internship position (hence the
empirical section). This is based on theories and data on both micro-insurance and reinsurance.
General data is searched on the topics, as well as specific findings in relation to the particular
questions and issues raised in this analysis. This includes general information on insurance and its
relation to poverty and health, and what these two topics entail. Furthermore, evidence on microinsurance is analyzed for example relating to inclusion, willingness to pay (WTP), needs and
demands, and stability and sustainability. Additionally, the climate in India relating to micro-health
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insurance and reinsurance is examined. In a following chapter , the theoretical causes of instability of
micro-health insurance schemes are put forward. This should give an answers as to how reinsurance
could aid with these issues. Both the possibilities of reinsurance as well as the evidence on this topic
are put forward in this chapter. In the second phase all this data is analyzed, and put into a literature
review. Both these phases were executed as part of an internship position at Eureko Achmea B.V.
Therefore, only the necessary data to understand this analysis will be presented here briefly.
The third and fourth phase revolve around the operationalization and design of both the research
questions and the interview schedules. These will be used in the fifth phase of the research
framework, the empirical testing phase. In the following phase the qualitative data obtained from
the respondents will be analyzed and mapped. Since the interview schedules reflect the
operationalization, a clear picture should arise from the obtained data concerning the research
questions. This will be followed by a case-study, where a financial flow analysis will be executed of
micro-insurance scheme with a health programme, backed by a reinsurer.
In the last two phases all the data will be collected and analyzed, after which conclusions and
suggestions can be drawn.
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Research framework: Reinsurance for micro-health insurance
Activities

Results
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Information on microinsurance
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micro-health insurance
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iterative process

Financial data
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Figure 1.3: The research framework and corresponding phases of the explorative research cycle
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1.8: Research Material
This section addresses what research material is required to execute this analysis. Several aspects are
important here:


Research situations/research objects



Material



Source



Methods of accessing

According to Verschuren and Doorewaard (2007), a distinction should be made between research
situations and research objects. A situation for example refers to the activities of a reinsurer on the
micro-insurance market. The objects are the actual stakeholders involved on this market. This
distinction demands different sources of information. These sources include academic literature,
documents originating from companies and organization, experience with Eureko Achmea B.V.
(discussions, meetings, etc.), websites, regulatory documents, and individual people. Furthermore,
different methods are utilized for accessing these materials. The academic literature, the documents
originating from companies and organization, the websites, and the regulatory documents are
accessed through search methods and content analysis. The experience with Eureko Achmea B.V.
originates from a previous internship with the company (discussions, meetings, etc.). The individual
people on the other hand are reached through personal interviews or by phone (due to geographical
spread of the respondents). Concerning the research material and the operationalization, all the subquestions, hypotheses, and propositions are answered through data collected through the objects,
the respondents. This data is then backed by the other research materials. These other research
materials are also utilized for the literature reviews and the operationalization, as well as for the
case-study.
Concerning information, two types can be distinguished: knowledge and data (Verschuren and
Doorewaard, 2007). Data can be described as characteristics of research objects, whereas knowledge
concerns ideas, thoughts and theories. Translating this back to this analysis, chapters two, three, four
and five use the information source of knowledge (theories and findings on research variables and
relationships). On the other hand, chapters seven and eight go more into data (characteristics of the
micro-(health) insurance market and the possibilities for reinsurance in India).
As can be deduced from the previous, both primary and secondary data are utilized in this analysis.
Primary data flows out of the interviews, while secondary data is used for the literature review, the
complementary analysis of the interviews.

47

The secondary data used in the literature review can be split into three parts. First the research
topics are defined and discussed. General characteristics and theories will be discussed in this
chapter, which should from the theoretical underpinnings for understanding this analysis. In the
second part the current climate in India concerning micro-health insurance and reinsurance are
discussed. In the following chapter, the findings will be presented of earlier research into this topic.
The fourth section will go further into the specific theoretical causes of the instability of micro-health
insurance units, the causes for which solutions need to be developed perhaps in the form of
reinsurance. All these four sections also help to interpret the empirical data and the financial flow
analysis of the case-study.
The questionnaire itself was shaped into the form of in-depth semi-structured interview schedules.
These mainly functioned as guidelines in the interviews. Due to the fact that respondents from
various backgrounds were interviewed, four interview schedules were crafted to obtain to most data
out of every respondent. The different backgrounds demanded or gave room for slightly more indepth questions in the area of expertise of the respondent (either micro-insurance, reinsurance,
both, or none). The interviews were conducted with 20 respondents from various companies and
positions, involved in various activities and countries. Being based on the operationalization, the
interviews should provide the data to the research questions.

1.9: Research Strategy
The research strategy as an important part of the technical design of this analysis deals with several
important practical steps. In this paragraph the strategy is discussed as to how the sources of
information are addressed. The methodology of a research project simply gives an answer to how
the information is going to be obtained and how this is analyzed.
Based on the parameters of Verschuren and Doorewaard (2007), this analysis has been designed to
be in-depth instead of broad. The complexity of the concepts and its relationships, next to the
essential details of possible data and the explorative character of this analysis demand a more indepth focus. A broad analysis would deliver large quantities of data but with no particular meaning,
since you do not know their relevance and meaning. This decision further requires the data to be
qualitative, with the extension of financial data in the financial flow analysis. Quantitative research
concerning this topic would for several reasons be out of the question. Firstly, this topic is so new
that no research has been conducted on it so far. This limits the research possibilities to exploration
of the field. Secondly, quantitative testing would require many micro-health insurance schemes,
some with the backing of reinsurance and others without (control groups). The number of microhealth insurance schemes is however low, many still in their pilot-phase. Furthermore, reinsurance is
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hardly incorporated in these few schemes. Thirdly, even if you would press on in this quantitative
analysis, no objective indicators have been developed for this, which would make your impact
analysis difficult to say the least. Finally, the time and space available in this master combination thesis would still prove too little to design, conduct, and analysis all this.
As elucidated upon before both empirical research as well as desk research are utilized in this
analysis. The theoretical foundation as the building blocks of the analysis is conducted through desk
research. However, this was complemented with empirical experience as obtained in the previous
internship position at Eureko Achmea. The complete theoretical background was drafted during this
internship.
However, to answer the main research questions, both empirical research as well as desk research
are applied. Both the interviews, as well as the financial flow analysis apply the necessary empirical
research. As the research questions cannot be answered from academic literature, empirical
research is applied. This if afterwards complemented with desk research. The distinctive feature of
the interview schedules is that is explorative by nature. It attempts to reveal market characteristics,
as well that it attempts to reveal barriers, and look into ways to further develop micro-health
insurance, perhaps with the aid of reinsurance. The chosen data accessing method will be qualitative
content analysis. This method holds that words, statements, reasons, phrases, etc. which are
mentioned more often in the interviews reflect more important concerns, details, or developments.
This will take shape of both categorization and classification (scaling questions in the interviews).The
same applies for the case-study. This financial flow analysis was conducted while conducting research
and the necessary financial data in India. This is also complemented with desk research afterwards.

1.10 Preliminary Interview List
In this paragraph a preliminary interview list will be presented (table 1.4). This list contains possible
candidates for the interviews. However, in this preliminary list only companies, organizations, etc.
are specified. Within these entities, a candidate would be suitable and relevant for this explorative
analysis when the person could share interesting data concerning micro-insurance and perhaps
reinsurance. This limits the number of possible respondents, but increases the chance of obtaining
relevant data to answer the main research questions. As reflected in the table, a broad scale of
companies and organizations are selected. Again, the purpose of this was to increase the possibilities
of obtaining relevant data. The selection is therefore not limited to respondents with backgrounds
and fields of expertise in the reinsurance of micro-health insurance. Multiple backgrounds, positions,
and fields of expertise could supply interesting data, which explains the development of four
interview schedules.
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Table 1.1: Preliminary Interview Candidates
International Insurers
Allianz
AXA
Eureko Achmea
International Reinsurers
Swiss Re
Munich Re
MAPFRE
Hannover Re
SCOR
Gen Re
Reinsurance Brokers
Guy Carpenter
International Organizations
ILO
The World Bank
Local insurers
Future Generali
Bajaj Allianz
Allianz Indonesia
Micro-insurers
DHAN
ParaLife
Consultancy Agencies
GTZ
MicroEnsure
NGO’s
OXFAM NOVIB
Governments/regulatory bodies
Insurance Regulatory and Development Authority (IRDA)
1.11 Research Outline
This analysis will be structured as follows. In chapter one the research design are discussed. This
includes the research questions, the framework, the strategy, etc. In chapter two the general
concepts of this analysis will be explored. Both micro-insurance and reinsurance are defined, as well
as their characteristics and details described. Furthermore, the relationship between poverty and
health are discussed, as well as why the concept of insurance is an effective and efficient method to
create financial protection against risks, such as health risks. In chapter three the current climate
and infrastructure relating to micro-(health insurance and reinsurance are reviewed. Chapter four
will look closer into the findings on micro-insurance. Topics which will be shortly reviewed are
inclusion, WTP, needs and demands, and stability and sustainability. In chapter five the theoretical

50

causes of the instability micro-health insurance schemes are presented. This will be complemented
with how reinsurance in theory could help with these issues, as well as the findings on this topic.
These four chapter will together form part I, the theoretical foundations of the analysis.
In part II, the focus shift to the empirical input in this analysis. Chapter six will commence with the
methodology of use. In this chapter the operationalization will be linked with the interview
schedules. An overview will be presented in which the sub-questions, hypotheses, and propositions
are linked to the particular questions in the four interview schedules. The following chapter will
present the findings of the interviews in relation to the research questions. In chapter eight the case
of a particular micro-insurer with a health programme in India will be in-depth examined. This will
executed through a financial flow analysis, to show what the financial needs and demands are and
how or if the reinsurer fulfills these.
Part III will sum up the whole analysis. Chapter nine will provide the conclusions, as well as the
discussion, and the general suggestions. I hope after reading all this, the reader will be triggered to
conduct more research into this topic, research which is much needed to develop the topic as well as
to alleviate poverty.
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2: Theoretical Review
Concepts

of the

Introduction
This first part of the analysis will form the primary foundations on which the analysis will be built.
Several segments of the analysis, such as the interview schedules, will form a logical sequel
stemming from this groundwork. This chapter will take shape of a general literature review to
introduce the utilized concepts. The purpose is to supply the reader with a basic understanding of
the concepts, and to let the reader apprehend in which context this analysis is executed.
Firstly, this review will explore the context of this analysis. Poverty itself will be shortly discussed,
after which the link with health and health care will be made. This will be followed by an
introduction of insurance, and why insurance is essential and an excellent mechanism to deliver
health care to the people. In the second section micro-insurance will be introduced. This will take
shape of an elaboration on the concept itself, accompanied by the several typologies of microinsurance. The third section will discuss the topic of reinsurance. This will entail an exposition of
reinsurance itself, its main benefits, types/structures/contracts, and technical details. I

2.1: The context of micro -health insurance
Around 1.3 billion people live below the international poverty line (Chen and Ravallion, 2007;
http://data.worldbank.org/topic/poverty), measured on their income ($1.25 per day at 2005
Purchasing Power Parity, PPP). Swiss Re holds an even higher number of poor which are usually
underserved and have very limited access to the basic necessities of life. They account for 4 billion
people living under $4 per day (2005 international dollars PPP), including 2.6 billion living under $2
per day (Kalra, 2010). Most of these poor people find themselves trapped in the “vicious circle of
poverty” (Mosley and Verschoor, 2005). Various attributes of poverty can create this entrapment.
These include poor health, lack of skills, lack of confidence or support mechanisms, remoteness
from markets and institutions, lack of physical assets or borrowing power, etc. Another key element
in this negative spiral is risk aversion. Poor people tend to be risk averse up till the level they are
unwilling to take risks into new investments (Mosley and Verschoor, 2005).
As can be deduced from the previous, a connection can be observed between health and poverty
(Cameron, 2007; Benzeval and Judge, 2001; Phipps, 2003; Marmot 2007; Walraven, 2011). If income
is low, health care would be less affordable. This could inflict the health situation of this person to
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deteriorate, which would cause a further down drop in income (Walraven, 2011). As demonstrated in
the introduction of chapter one, health risks are also often perceived by the low-income people
themselves as the single biggest concern in their vulnerable lives, forming a greater concern than
death, property loss, or job loss (Kalra, 2010). The linkage however is deep and complex (Murray,
2006). This makes action to improve both health and wealth incredibly difficult, sometimes causing
paradoxical effects of increasing poverty and dependency (Moyo, 2010).
Moreover, since in LMIC’s an elite controls the majority of the wealth, health and wealth stay largely
limited to this group, excluding all the non-elite. This health equity issue is, according to Marmot
(2007) and the commission on the social determinants of health, the determining factor in the
qualification of how “developed” a society or country is (CSDH, 2008).
Issues of poverty, health, health equity, and health care traditionally fall within the responsibility of
governments. Through the collection of taxes and other sources of revenue, governments finance
health care systems (or make an attempt to). This holds both for public systems, as for subsidized
private systems (or combinations of the two). However, in most LMIC’s the governments fail to
deliver this financial promise. Multiple explanations can account for this failure. Often health care
systems in LMIC’s fail to cover the majority of their citizens in the traditional or informal sector of
the economy (Walraven, 2011). This means financial health protection is limited to a minority of the
population (given that in LMIC’s the informal sector actually consists of the majority of the people).
Furthermore, most governments in LMIC’s are found weak with respect to the capacity to raise
sufficient tax revenue. And, when the resources are there, an adequate share has to be reserved for
health care. This is often not the case (Dror and Preker, 2002; Gebre and Ruys, 2007; Ogawa et al.,
2003; Schmidt, Mayindo and Kalk, 2006).
The private sector in LMIC’s have up till now shown no interest in these two segments of the
population either, the rural and the informal. These segments are held to be financially insolvent to
pay for the services of private health insurance organizations. Moreover, conditions in LMIC’s are
not favorable for the development of commercial insurance schemes in the future. The population
working in the formal sector with a predictable income source to pay for the significant health
membership contributions is very limited and will remain so given the prognoses (CSDH, 2008). In
short, neither the governments in LMIC’s, nor the private market can establish adequate financial
protection against critical health risks for the majority of their populations (Dror and Jacquier, 1999;
Dror and Preker, 2002; Gebre and Ruys, 2007; Carrin et al., 2005).
But how can insurance help with the issues sketched above. It could be argued that insurance is a
key component in economic development (Liedtke, 2007). A classic definition supplied by Liedtke
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(2007) states that “insurance is a social or commercial mechanism providing financial compensation
for the effect of misfortune, and the payments being made from the accumulated contributions of
all parties participating in the scheme”. Insurance therefore consists of a fund in which the members
pay a premium, who in return can ask for an appropriate payment in case of an ‘event’.
However, not everything or every ‘event’ is insurable. The essence of insurance is to transfer risks in
society through sharing and solidarity. According to Courbage and Liedtke (2002) risk sharing is a
prerequisite of entrepreneurship. But insurance can only operate within certain limits. Based on the
definition of Courbage and Liedtke (2002) insurability in this analysis will be defined as follows:
“A risk is insurable when the entity which transfers the risk can be organized in the market place so
that a future member could receive the coverage he needs to combat adverse financial
consequences of damages resulting from an uncertain event”.
This definition involves two preconditions on the supply side before an insurer is willing to offer
coverage against an uncertain event. Firstly, the ability to identify and quantify, or estimate the
chances of the occurrence actually happening. This involves historical data of previous events and
scientific analyses of what is likely to occur in the future. Second is the ability to set premiums for
each potential member or group of members. Notwithstanding these preconditions, an insurer can
at all times refuse to cover a risk (Courbage and Liedtke, 2002). On the demand side, the received
coverage has to help combat financial consequences of an uncertain event (Courbage and Liedtke,
2002).
The concept of an ‘event’ is not straightforward either. An uncertain event has to be in the future.
Moreover, it has to be random / probabilistic. Therefore, regular occurrences such as maintenance
are not insurable, since they do not qualify as uncertain. On the other hand, risks with a very low
frequency are scarcely insurable as well. Historical data may be lacking which makes risk
assessments and risk modeling very difficult. The severity of the potential loss may not be too small
either. The transfer costs or administrative costs would render too high. Too large potential losses
are a problem as well, since it would be impossible to raise they required capacity for it.

2.2: Micro-insurance
So the question then in this chapter has to be how to be apply the findings of the previous four
paragraphs to the poor people in LMIC’s. The coping strategy of insurance has been proven more
efficient and less costly than other strategies, such as self-insurance or self-protection. This is due to
the spreading of risks over more people than only yourself; in other words, the law of large numbers
(Dror, 2010a; Dekker and Wilms, 2010; Moseley and Verschoor, 2005). Since both the government
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and the market are unable to deliver insurance coverage to their citizens in the majority of LMIC’s,
many rural populations and workers in the informal sector have fallen back on other institutions and
networks, such as their communities. These communities form a logical institution for these people,
since these structures already exist and are trusted (i.e. social capital). Within these communities,
the affiliates could collectively try to supply the demanded and needed financial coverage for health
care (Dror and Preker, 2002; Ogawa et al., 2003; Marmot, 2007). Demanded and needed are both
mentioned here, since a part of the need is still concealed and is therefore not yet expressed in
demand.

2.2.1: The concept of micro -(health) insurance
Micro-(health) insurance has been defined in numerous ways (Dror and Preker, 2002; Carrin et al.,
2005). The definition however depends for a large part on the specific model of micro-insurance
which is used, which will be dealt with in a next paragraph.
Based on experience with Eureko Achmea, micro-insurance in my opinion has to adhere to five
characteristics: simplicity, inclusion, affordability, proximity, and flexibility. Flexibility is important
since the target-population is very heterogeneous, due to the fact that not only people are very
different with different health risks, but throughout geographies as well, where certain health risks
are greater in particular areas than in other areas. Since the target-population is generally poor
people who do not have access to formal financing arrangements, the insurance scheme has to be
affordable and inclusive to these people. Proximity is essential since an important aspect of health
financing is the health care and cure infrastructure. In other words, if the infrastructure is not there
at all, or too far for people to access, health insurance would be of no use. In other words, the benefit
package in these units should only contain services which are actually offered and accessible to the
affiliates. Finally, everything in micro-insurance needs to be as simple as possible, since most of
these people have no experience or knowledge with the concept of insurance or maintaining an
insurance scheme.
Based on the discussion above, the working concept of choice in this analysis will be micro-health
insurance entities.

2.2.2: Theoretical foundation micro -(health) insurance
Dror, Preker and Jakab (2002) state that the development of micro-(health) insurance rests on
developments in three other areas: microfinance, social capital, and mainstream theories. Within
these areas, multiple theories act as the conceptual foundations of micro-insurance, as pictured in
table 2.1.
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Table 2.1: Conceptual foundations micro-insurance (source: Dror, Preker and Jakab (2002)).

Access to credit and savings were the first aspects addressed by microfinance to alleviate poverty
(Brown and Churchill, 2000, Zeller and Sharma, 2000). People in developed countries and even nonpoor households in LMIC’s, resort to savings, credit, insurance, and other financial intermediation
mechanisms to cope with the financial consequences of the predictable and unpredictable events.
According to Dror, Preker and Jakab (2002), the main difference between the poor and non-poor can
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be found in the ease of access to such financial coping mechanisms. Until the micro-credit revolution
of the Grameen bank of professor Yunus in Bangladesh two decades ago, the poor were considered
“unbankable” and “uninsurable”. Based on the assumption the poor had one dollar per day to spend,
it was assumed these households could not afford and did not want to save or contribute to
insurance against any type of risks (Zeller and Sharma, 2000).
As can be read in table 2.1, the development of four micro-finance instruments in particular have
improved the productive needs of poor households: micro-credit (for example, short term loans that
help to improve the immediate human, physical, and social capital of these households), microsavings (for example, education through which medium-term capital of the poor can be improved),
micro-insurance, and financial intermediation (for example, facilitating trade and investments
through particular payment systems) (Dror, Preker and Jakab, 2002).
However, applying insurance techniques to health risks brings out very specific challenges. With life
or crop insurance the financial costs can be relatively easily measured by loss of income. With health
insurance, tangible services need to be financed for which the cost is neither fully predictable nor
constant. The range and severity of illnesses is often unknown beforehand, as is the range and scope
of services provided. Also the behavior of patients and providers is a challenging issue. Factors
influencing mainly the provider through the payment mechanism include moral hazard, supplierinduced demand, adverse selection and fraud (Dror, Preker, and Jakab, 2002).
Social capital can be held as the reason behind the development of micro-finance organizations,
where national systems have failed to reach poor individuals and households. Bluntly, this states
that what actually counts is not what you know, but whom you know (Woolcock and Narayan,
2000). This contains several dimensions, as pictured in the table.
However, social capital knows both costs and benefits. Communities and networks can become
isolated or work at cross-purposes to societal collective interests (for example, cartels or gangs).
According to Narayan (1999), intercommunity ties or bridges are needed to prevent communities
and networks to pursue narrow, egoistic interests that could run counter the broader societal goals.
In other words, connectivity is needed to limit the classical free-rider problem. This connectivity
however, could also be in the form of a connecting organization. In light of this analysis, the notion
of reinsurance cannot be suppressed.
Furthermore, there are other possible short-comings of community-financing schemes associated
with social capital. If risk-sharing stays limited to only the members of the same poor community,
cross-subsidies with higher income groups and people is impossible. To stay small and isolated
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means also a smaller ability to benefit from the advantages of spreading risks across a broader
population. Moreover, if the communities stay disconnected from the broader referral system and
health networks, the members won’t be able to access the more comprehensive range of care
available through the formal health care system (Dror, Preker, and Jakab, 2002). Again, the concept
of reinsurance springs to mind when thinking about solutions to these challenges.
In addition to the links to micro-finance and social capital, community-financing schemes can
benefit from interconnectivity to the overall welfare of the society in which they exist, to the system
of public financing (however weak it may be), and to the broader social policy underpinning the
national health system. Communities have a lot to gain with leaving an isolated position and
becoming in touch with the government, since the government traditionally has a central role in
elaborating and financing health policy and delivering care (Dror, Preker, and Jakab, 2002).

2.2.3: Typologies of micro-health insurance entities
Micro-health insurance entities can take many forms and shapes. An important consideration is that
these types of entities always function complementary to the existing health care system. Its
purpose is not to be supplementary (Bennett, 2004). Although not expressed as such by other
authors (Devadasan et al.,2006), Dror (2010b) defines four main typologies. These typologies are
important to discuss, since they imply different organizational forms. Four aspects stand central in
this exposition: product design, product marketing, product servicing, and long-term sustainability.
Furthermore, these typologies entail different stakeholders, interests, objectives, insurance
possibilities, reinsurance possibilities, etc. With every typology, possible advantages as well as
disadvantages are shortly discussed. Based on the four criteria, four typologies can be distinguished:


Independent cooperative or mutual



Provider driven model



Friendly society model



Partner-agent model

The first typology of micro-insurance schemes according to Dror (2010b) is the independent
cooperative or mutual. These schemes are often launched by members who are in some form
associated with each other. An example of this could be a community associated through work,
religious beliefs, geographic connections, etc. In this type of scheme all insurance aspects lay within
the control of the self-help help group: product design, product marketing, product servicing and
the long-term sustainability. This type of micro-insurance has many advantages. Amongst others, a
greater chance of affiliation and a greater willingness-to-pay due to self-definition of the product
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and the members. The economic issue of moral hazard will most likely be lowered as well, due to the
transparency this scheme offers . Adverse selection is limited due to the fact that the members
know possible new affiliates and their health status. This self-selection has the added advantage
that membership and communities are not created or dictated by externals. Instead, pre-existent
communities are encapsulated by the insurance scheme. Possible disadvantages this type of scheme
faces could be a limited availability of funds. Communities in LMIC’s are often formed within
communities with the same socio-economic background, especially in India with the informal caste
system often still in place. Furthermore, this scheme often shows a limited ability to diversify risks.
Trusted communities are often small, which limits the ability to apply the law of large numbers to
diversify risks (Dror, 2010b). Other disadvantages could be that they often stay in the informal
sphere, have limited connection to the formal financing system, lack insurance (underwriting) and
management expertise, and have large issues with the distribution of insurance to other affiliates
outside the communities. In this type of micro-insurance, the affiliates themselves are together the
micro-insurer (of course representatives of the people will by employed by the members to run the
scheme). The four aspects of product design, product marketing, product servicing, and long-term
sustainability are all in hands of the members themselves.
The second type of scheme revolves around the provider of health care. For example a hospital
could act as both the initiator and provider of the scheme and its services. It is therefore the provider
that controls all aspects of design and control of the insurance scheme. Advantage of this model is
that the scheme corresponds to the available health care services and that they are truly available.
However, the choice of the clients themselves with respect to the benefit package is restricted in
this model. The affiliates simply have to accept (take-it-or-leave-it principle) what the provider has
on offer. Furthermore, services which the provider does not deliver are often not covered. This
monopoly position of the provider could result in further conflicts of interest between the provider
and the affiliates (Dror, 2010b). Next to these advantages and disadvantages by Dror (2010b),
another benefit of this model could be a large outreach to possible affiliates, which would cause less
issues with distribution. However, health care centers and other providers often lack the insurance
and the management expertise to setup a micro-health insurance scheme. Furthermore, since this
model is not necessarily build on a community-principle, issues with for example transparency,
adverse selection, moral hazard and trust (social capital) present themselves again. In the next
paragraphs we will see that these issues are also inherent to the next two models. In this model
then, the provider would be the entity which could be labeled as the micro-insurer, with the affiliates
as the clients. The health care provider is responsible for the aspects of product design, product
marketing, product servicing, and long-term sustainability.
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Stakeholders like NGO’s, churches or development projects also frequently establish a scheme,
which listens to the third typology. These constructions are mainly organized to improve the wellbeing of the members and ultimately the society at large. Once over, the design and control over the
scheme are all in hands of this external agent. A possible advantage of this type could again be the
greater distributional abilities of this agent. However, since organizations like NGO’s are often
focused on short-term goals, the long-term sustainability of the scheme could be jeopardized.
Furthermore, since the scheme is designed and run by the external agent, the benefits could at the
end prove larger for the external agent than for the actual members of the scheme (take-it-or-leaveit principle) (Dror, 2010b; Mladovsky and Mossialos, 2008). Moreover, much like the previous
provider-driven model, these stakeholders often lack the insurance and the management expertise
to setup a micro-health insurance scheme. And of course the issues of transparency, adverse
selection, moral hazard and trust (social capital) come in play again. In this typology, the NGO or the
stakeholder would be labeled as the micro-insurer, responsible for the four aspects of product
design, product marketing, product servicing, and long-term sustainability.
The final typology consists of schemes which are closely connected to the public authority or a
commercial insurer, where an intermediary functions as inter linkage between the insurer and the
insured. This intermediary entity could for example be responsible for submitting the claims, and
collecting and distributing the benefits along the members (Dror et al., 2005) In this final type of
micro-health insurance entity, both the design and long-term sustainability rest with the partner
(i.e. insurance company). The product marketing and product servicing lay in the hands of the agent
(i.e. NGO, Church, Micro-finance institution etc.). The advantage of such a model rests in utilizing
the comparative advantage and expertise of every stakeholder. The partner most likely has lots of
experience in designing insurance schemes, while it has a stable financial background. The agent
could have extensive local knowledge and contacts which makes the marketing/distribution and
servicing of the product less difficult. However, with all these stakeholders a conflict of interests
could easily arise between the partners, agents, affiliates and the health care providers (Dror,
2010b). This model of micro-insurance than comes very close to insurance schemes and structures
as we see them in OECD countries. However, once over the issues of transparency, adverse
selection, moral hazard and trust (social capital) must be overcome somehow. In this final model
both the partner and the agent as the relationship between them can be labeled as the microinsurer. Since the partner is responsible for design and long-term sustainability, and the agent for
the distribution and servicing, the structure between the two works as the micro-insurance unit.
Even though most of the micro-insurance schemes which can be encountered in the field adhere to
one of these general models, these are ideal or pure types. Often, the micro-insurance schemes
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combine elements of these four ideal types. These of course bring their own unique set of
advantages and challenges.

2.3: Reinsurance
Up till now, the concept of reinsurance has emerged only occasionally. Since this concept stands
central in this analysis, a further exposition of the content of reinsurance is essential. This will serve
as a theoretical and practical foundation. A small note is in order here: as Outreville (2002) argues,
reinsurance cannot offer a solution to all the problems micro-insurers face in development countries.
If for example a micro-insurance scheme has been found not economically viable over a number of
years (for example due to management, premium-to-liability or solvency issues), and the private
sector has no to little interest in participating in the scheme, reinsurance offers no relief.
Reinsurance should therefore be seen as a mean which cannot increase productivity or provide
financing in itself. However, it can enhance both.
This chapter will be structured as follows. First, the advantages of reinsurance will be discussed,
along with other services reinsurance can offer to (micro-)insurers. This will be followed by an
exposition of the contracts currently in use in reinsurance and how they operate. Finally, some
specifics of the technical side of reinsurance will be attended. These specifics however are necessary
to understand the rest of the analysis which will go deeper into reinsurance.

2.3.1: Why reinsurance?
Traditionally the value-proposition/advantages for insurers to reinsure themselves consists of four
main advantages: capacity gains, surplus relief, protection against catastrophic risks and stable loss
experiences. Next to these main advantages or services, reinsurance offers other benefits such as
underwriting expertise, portfolio insurance and compliance assistance (Dror, 2010).
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Figure 2.1: Value-proposition reinsurance

As explicated earlier, insurance revolves around the law of large numbers. Through reinsurance, a
rather small primary insurer can be connected to other primary insurers. Through this mechanism,
the law of large numbers can be applied. The would lift initial limitations of the primary insurer.
These are the capacity gains of reinsurance. Through reinsurance, this primary insurer would be able
to cover a larger quantity of risks as well as more costly risks, than the financial position in terms of
capital and surplus would allow the company (Outreville, 2002; Carter, Lucas, and Ralph, 2000).
This advantage is closely related to the second benefit of reinsurance: surplus relief. A primary
insurer needs a certain amount of resources at hand, depending on for example the types and
amount of risks it insures. These resources are needed to reimburse the members when they file a
claim. Therefore, this money has to be raised (in most cases by law) and cannot be used for other
proposes, such as investments. A reinsurer can relief a primary insurer from the necessity of storing
large amounts of inactive, surplus capital (Outreville, 2002; Carter, Lucas, and Ralph, 2000).
Catastrophe protection is a third reason for buying reinsurance. Catastrophes such as a natural
disaster can threaten the very existence of a company, since the company would receive many
claims at once. The solvency reserves of a primary insurer often cannot cover for these claims.
Therefore, catastrophes have a devastating effect on a company’s expected loss experience.
Reinsurance reliefs the primary insurer from such catastrophic risks. When for example a hurricane
occurs, the reinsurer will cover the claims of a primary insurer above the deductible or retention,
depending on the type of contract (Outreville, 2002; Carter, Lucas, and Ralph, 2000).
A last traditional benefit is stabilization of loss experiences. Due to for example economic or
climatological reasons the results and losses of an insurance company can fluctuate over time in
some lines of business. The seasons in agriculture are a prime example of this. Insurances companies
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like to prevent this from happening by smoothening out their year-to-year financial results as much
as possible. Reinsurance can further help to limit these fluctuations by spreading the losses and
profits over time. This is more or less equivalent to a banking operation; borrow from the reinsurer in
bad years and pay it back in good years (Outreville, 2002; Carter, Lucas, and Ralph, 2000).
Next to these four traditional benefits, three additional services can be listed. Reinsurance
companies collect vast amounts of information and data in order for them to adequately close a
ceding contract. Since reinsurance deals with large amounts of money, a tiny mistake in a
calculation can result in large losses. This makes reinsurance companies extra accurate. It regards
information and data such as different types of insurance coverage and methods of rating,
underwriting, adjusting claims, etc. This can be extremely useful to either new companies or
companies that want to enter a new line of business or territory (Outreville, 2002; Carter, Lucas, and
Ralph, 2000).
Portfolio insurance concerns the adoption of the liability or the contracts of a primary insurer by the
reinsurer. This can occur when the primary insurer withdrawals from an entire line of business.
Reasons of this could for example be corporate focus of the primary insurer or bad results resulting
in a focus on core business. To exit a business by an insurer would normally cause a lot of financial
worries. However, when the reinsurer accepts to take over the line of business, the primary company
can focus on its remaining business without the worries (Outreville, 2002; Carter, Lucas, and Ralph,
2000).
The final merit of reinsurance concerns assistance with the payments of the contributions by the
members. The reinsurer normally has a lot of experience and information about compliance gaps
and rates and payment procedures.
With these benefits in mind, a role for reinsurance in the survival and growth or micro-insurance
schemes could quite easily be imagined. (Outreville, 2002; Dror, 2010c; Carter, Lucas, and Ralph,
2000).

2.3.2: Reinsurance contracts specifics
2.3.2.A: Types of contracts
Reinsurance contracts can be categorized in the traditional facultative reinsurance (single risks or
loss exposures) and treaty reinsurance (more stable with multiple risks covered or whole line of
business). Next to these traditional types, non-traditional types are being used in the field, generally
referred to as Alternative Risk Transfers (ART’s). (Figure II) (Dror, 2010c; Linke and Bastian, 2008)
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Figure 2.2: Traditional and non-traditional types of reinsurance

Traditional reinsurance can be further categorized according to the methods and structures of use
(Outreville, 2002; Carter, Lucas, and Ralph, 2000). This categorization holds for all types of
reinsurance, but in the scheme as well as in figure 2.4 treaty reinsurance will serve the purpose of
example. Treaty reinsurance can be divided into two types of methods: proportional (pro-rata) and
non-proportional (excess). Pro-rata contracts can be divided further into the structures quota-share
and surplus-share. Under Quota-share contracts a fixed percentage of every exposure is ceded to
the reinsurer within the class of business covered by the contract. Surplus contracts work in a similar
way as quota-share, with the only difference of a monetary amount instead of a fixed percentage.
On the contrary, excess-loss contracts do not share the insurance coverage, premium and losses in
the same proportion (method of non-proportional) between the ceding company and the
reinsurance company. These excess contracts can be classified in per-risk, per-occurrence, and stoploss contracts. In a per-risk contract a monetary amount of loss is stated as the retention, above
which the reinsurer is liable for the amount of loss up till a maximum as stated in the contract.
Catastrophe contracts work in the same non-proportional way, but instead of losses from individual
risks, a catastrophe contract protects the insurer from large accumulations of risks of losses from a
single occurrence above a monetary amount. Finally, with a stop-loss contract the reinsurer begins
to reimburse if the aggregated losses for the entire business during a stated period of time exceed
the retention (monetary amount or loss-percentage) negotiated in the treaty.(Outreville, 2002;
Linke and Bastian, 2008; Carter, Lucas, and Ralph, 2000).
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Figure 2.3: Methods and structures of reinsurance

Apart from these traditional solutions, some non-traditional methods have been developed
(Outreville, 2002; Carter, Lucas, and Ralph, 2000). These models answer to the demand of insurers
for long-term planning and balancing cash flow and resources. Finite-risk reinsurance is one type of
this financial reinsurance (retrospective, thereby not transferring uncertainty/risks in the total
amount of claims (underwriting risks) to the reinsurer) whereby the primary insurer is shielded from
fluctuations of volatile underwriting results during the contract period. In this type of reinsurance
risk transfers are combined with a profit-sharing relationship between the reinsurer and the cedent,
whereby the reinsurer can spread losses by time diversification.(Outreville, 2002; Carter, Lucas, and
Ralph, 2000).
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2.3.2.B: Types of risks under (re)insurance contracts
In insurance and reinsurance contracts, an important distinction is made between idiosyncratic risks
and covariate risks (systematic risks). Idiosyncratic risks revolve around unique circumstances of an
asset, person, or security. These types of risks have been labeled as unsystematic risks. In simple
words, a risk is called idiosyncratic when its occurrence is not related to other occurrences. This is
opposed to covariate risks, which are systematic. These types of risks are all influenced by other
occurrences and can therefore impact for example the entire population or market. Covariate risks
arise from two common sources: natural disasters and market risks (Dror, 2010).
2.3.2.C: Premiums
Premiums consist of several components. Of utmost importance in the costs to the members are
the expected loss costs, since this is the actual insured part which the members possibly receive as
reimbursements. On top of these costs, several other components raise the price of the premium:
taxes, the costs of capital (interest), internal costs, etc. Determination of the premium is therefore
very important for all parties. It determines the price that has to be paid by the insured for the
ceding of the risk(s), while at the same time determining for example the profitability and financial
viability of the insurer (Nigsch, 2010). An important ratio relating to the premium is the premium-toliability ratio. This ratio indicates how much of the premium is taken up by the claims of liability or
reimbursements, and therefore how profitable or beneficial it is.
2.6.2.D: Legal requirements
Reinsurance also involves several legal aspects. International and national law dictates a reinsurer
can only do business with qualified and certified insurers. The judicial and fiscal requirements of
being qualified as an insurer depends on the local laws. These could include solvency requirements,
compulsory incorporation of benefits or a number of people from a specific social-economic
background, etc. However, micro-insurance often cannot fulfill these requirements, for example
with respect to their solvency (Outreville, 2002; Carter, Lucas, and Ralph, 2000).
A note is in order here again. The legal requirements all depend on which model of micro-insurance
is utilized. Since a mutual is informal and often with low solvency reserves, they are often unable to
register as insurers. This means they can either stay completely informal or organize in to a different
form of legal entity, for example in the form of a (trust)fund. However, when registering formally,
other legal obligations have to be fulfilled. Governments will want to inspect the proceedings of this
formal legal entity, as well as perhaps receive taxes.
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In the other three models of micro-insurance, solvency will probably form less of an issue. With the
private-agent model, the agent often already is a formal insurer, thereby bypassing all the new legal
requirements. For the other two models the legal requirements will still have to be fulfilled but will
most likely form less of a problem than with the mutuals, due to the fact that a existing formal
company or organization is installing the scheme.
The issue of legal requirements is a very important one, as we will see later. Especially relating to the
mutual model, it forms a massive barrier when looking for greater risk pooling and diversification
through reinsurance.
2.4:

Concluding remarks

In short, this chapter has laid a very general introduction into the field of reinsurance. Without a
basic understanding of what reinsurance actually offers, how it works, and what it further entails,
this analysis would be incomprehensible.
Several topics and issues have been touched in this exposition. It commenced with a discussion of
what poverty actually is and which difficulties the poor in LMIC’s face. Poverty, as has been argued,
is closely related to health issues. When a persons’ health is in need of treatment, this persons needs
to pay for these services, while at the same this person looses income by not being able to work.
Through this contextual exposition, insurance has been presented as a possible solution for these
issues. It has been argued that insurance is the most efficient and less costly of all options open to
the poor. The limits of this mechanism have been presented as well in the form of the insurability
framework. The method to put all of the above in practice is micro-health insurance. This innovative
type of insurance has many advantages and is found to provide the financial coverage left by both
current governments and markets. Several models or types of micro-insurance exist, all with their
own advantages and disadvantages, as has been argued by Dror (2010b).
In this chapter an exposition has been presented on reinsurance as well. The advantages, the types
of contracts, and the many specific characteristics and procedures have all been shortly reviewed,
the give the reader a thorough understanding of reinsurance necessary to understand the
proceeding of this analysis. In the following chapter, a closer look on India will be presented to
explore the possibilities of micro-health insurance and its reinsurance in India.
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3: India and its micro-(health)
insurance and reinsurance
climate
Introduction
In the previous chapter the concepts micro-insurance and reinsurance have been discussed. In this
chapter the main case of the analysis, India, will be considered. In particular, the current
infrastructure and context of micro-insurance and reinsurance will be explored. In the final general
section, the infrastructure of India relating to micro-insurance and reinsurance will be investigated.
The background, the historical development of the health system, health services for the poor and
micro-insurance in India, are all topics which will be discussed in this chapter.

3.1: Background
In India, more than 90 recent of the population and approximately 100 percent of the national poor
and extreme poor have no health insurance coverage. Through out-of-pocket expenditures these
people try to meet their health care needs (Ranson et al., 2006). Both private and public sectors are
addressed, but large differences exist between these. Studies on health care services have shown
that the poor and other excluded or disadvantaged communities are forced to spend a higher
proportion of their income on health care than richer communities. Further impoverishing this
group, they suffer a high incidence of morbidity. This raises their health expenditure even further,
while limiting their income. Often the personal assets are insufficient to finance these expenditures.
Borrowing would be the only option, at the usual high interests rates. This limits a poor household
even further (Gumber, 2004). The earlier discussed vicious circle in practice.
The story however does not end here. Accessibility and the use of subsidized public health facilities
raise further difficulties for the poor and excluded. Poor households, especially the rural ones, often
live in remote and difficult accessible areas. Here neither government facilities nor private medical
practitioners are available (exclusion of the poor to health care). This leaves the people dependent
on poor quality services provided by local, often unqualified, practitioners and traditional healers.
When accessibility is not an issue, the quality of the primary health centers often is. These are
generally found to be either dysfunctional or providers of low-quality services (Devadasan et al.,
2006). The government of India claims to provide free secondary and tertiary care. In practice
however, various services and facilities are charged for (Gumber, 2004). These findings show a large
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resemblance with the government and market failure to financially cover for health care, as well as
the inadequacy of the health care infrastructure, as portrayed in the first chapter. The government is
unable to extent its services to remote areas and to finance services for the poor and excluded
(Devadasan et al., 2006; Ahuja, 2004). Only approximately 1 percent of GDP is spent by the
government on health care. The other part of total health expenditure (4.5 percent) comes from outof-pocket spending (www.who.int). The private market fails to provide the financial coverage to
people from all socio-economic backgrounds as well, since the costs of this activity are rendered too
high to be profitable (Devadasan et al., 2006).

3.2: Historic development health system India
In India, health insurance coverage is low. 9 percent of the workforce is covered by a form of health
insurance. This can be through the Central Government Health Scheme (CGHS), the Employees’
State Insurance Scheme (ESIS), or Mediclaim. Most of these insured belong to the formal, organized
sector. The reason for this rather sparse coverage can be found in the government policy according
to this author. The governments’ aim was to provide free health services through public hospitals,
dispensaries, and clinics. As argued above, the government has failed in both the financing side, as
well as on inclusion (Gumber, 2004).
Insurance in India started without any form of regulation in the nineteenth century. British insurance
companies dominated the market by supplying insurance for the rich, colonial, large urban centers.
After independence, the first life insurance companies were founded in 1956 in light of the
nationalization of the insurance market. This nationalization policy had three justifications (Sinha,
2003). The first was the perception that private companies would not reach the remote regions. The
second justification that the government wanted to be in a stronger position by channeling and
overseeing resources for savings and investments. The final reason was the problem of the
bankruptcy of many insurance companies. The new nationalized company would be called the Life
Insurance Cooperation (LIC). Despite its monopoly, Sinha (2003) argues that the LIC has become
successful in some ways (coverage amongst middle class, customer satisfaction, market penetration
in rural areas).
In 1972 the general insurance business was nationalized into the holding company of the General
Insurance Cooperation (GIC). This was due to the escalation of malpractice beyond control through
the open market. It is this GIC that is still the holding company and reinsurer for the state-run
insurers. Approximately 20 percent of this business is reinsured (Sinha, 2003).
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Since 1999 with the insurance regulatory act, private insurance companies were allowed to reenter
the insurance market. The monopoly of the LIC and the GIC was limited by the new government
body of the Insurance Regulatory and Development Authority (IRDA). It is this company which
licenses new companies. Moreover, the IRDA has separated life, non-life, and reinsurance
businesses. Several licenses exist, each with their own capital requirements (US$24 million for life
and non-life insurance, and US$48 million for reinsurance). Several other restriction were set,
among which a maximum of 26 percent of foreign ownership of these private companies (Sinha,
2003). However, it is the IRDA through which the micro-insurance development gained momentum.
In 2000, the IRDA made it mandatory for all formal insurance companies to extend their activities to
rural and the well-identified social sector. In this act, companies need to obtain 10 percent of their
profits out the rural, and poor areas (Guha-Khasnobis and Ahuja, 2006).
At the turning of the millennium, the GIC had decided to separate their reinsurance business to a
new company called Indian Reinsurers. Reasons for this were the prospective growth of the
insurance and reinsurance market. Furthermore, legal reinsurance requirements were more
demanding and strict under the new regime (Sinha, 2003).

3.3: Health services for the poor
Stakeholders which were more successful in providing affordable health services to the poor, were
NGO’s and charitable institutions (not-for-profit). However, their coverage and reach has been found
limited. The issue at hand for these organizations has always been how to include the whole ‘bottom
of the pyramid’, instead of a few. Another challenge has been how to assure the uninsured receive at
least a minimum of affordable quality services (Grumber, 2004).
Voluntary medical insurance has received very little attention up till now by the public insurance
companies. This is due to low profitability, high risks, and lack of demand (concealed needs). These
findings confirm the scenario as depictured above. As from the consumer point of view, coverage is
low because of the lack of information about private insurance plans and general insurance
knowledge. Moreover, the mechanisms used by the health insurance providers are not suitable for
these specific consumers. Private plans only offer a fragment of benefits. Limited hospitalization is
covered, but with many exclusions (pre-existing conditions, suggesting cherry-picking) (Gumber,
2004).
Gumber (2004) concludes that due to the fact that the burden of expenditure on health care is
disproportionally heavy on households in the informal sector, there is a large potential for voluntary
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comprehensive health insurance schemes for these segments of the population (i.e. microinsurance) (Gumber, 2004).

3.4: Micro-health insurance in India
Micro-insurance in India commenced in the upraise of micro-finance arrangements (Guha-Khasnobis
and Ahuja, 2006). These operations gave small credits to poor people for self-employment and
other economic activities and by this, generated income for these people. However, practice
showed that loan repayments fell far below the expected level for this group. Accordingly,
experience suggested ill health expenditures on treatments, and associated consumption needs
were the primary reasons for this default. Therefore, some NGO’s introduced health insurance with
their micro-finance loans. This had the added advantage that interest rates were lowered due to a
lower risk of default of the loans (Gumber, 2004). In short, micro-insurance often works through the
onion model; it is formed around the core as layers or peels. Eureko Achmea often chooses to work
according to this model as well. For example, starting with a micro-life insurance, other types of
insurance are added later as the scheme grows.
3.4.1: Challenges
Currently, the IRDA still holds on to the minimal capital requirement of Rs. 1 billion. This is the same
for all insurance companies. Since capital as such is hard or impossible to get by for stakeholders in
micro-insurance (especially in the mutual model), many have been pressing the government and the
IRDA to lower this requirement. However, the IRDA still refuses this, since it does not want to
involve itself with the regulation of all these prospective little micro-insurance entities. Furthermore,
the IRDA would have to design a separate set of regulations on for example solvency margins,
underwriting margins, investments, etc. Therefore, the IRDA adopted the approach to put the
programmes outside the scope of the IRDA. By this, members of these new micro-insurance
schemes would not enjoy the benefits of legal protection available to affiliates who buy insurance
from formal, recognized insurance companies (Guha-Khasnobis and Ahuja, 2006).
Through these policies, the IRDA has taken the middle ground in the development of microinsurance. It does not want to block the development of it, while at the same time the IRDA does not
want to accept the extra work involved with all these little new micro-insurance schemes (GuhaKhasnobis and Ahuja, 2006).
3.4.2: Models of micro-insurance
The model of micro-insurance favored by the IRDA is the partner-agent model (discussed in chapter
2.5.4 on micro-insurance). Therefore, the IRDA has developed a concept note in which the notions
micro-insurance and micro-insurance agents have been defined. In this note one can read how an
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insurance company can offer insurance products to low-income people. Moreover, it suggests
commission ceilings of insurance agents, minimum coverage to make insurance meaningful, etc.
(Guha-Khasnobis and Ahuja, 2006).
However, this partner-agent model is not the only existent micro-insurance model in India. Ranson
et al. (2006) concludes that CBHI schemes in India are extremely diverse in terms of design, size and
context. This includes the size and nature of their target populations. Devadasan et al. (2006) found
three main types in India, which were all initiated by either NGO’s or community based
organizations. The first type is the provider model, which is relates in the typology by Dror (2010b)
to the second typology. The NGO is both the provider of health care as the insurer in this model,
therefore creating the health care infrastructure themselves. In the second type by Devadasan et al.
(2006), the NGO functions only as the insurer. This adheres to the third typology by Dror, the
friendly-society model. This model therefore still has to rely on the local health care infrastructure.
The third type defined by Devadasan et al. (2006) is the partner-agent model, the model favored by
the IRDA. Interestingly, Ahuja (2004) only found the first and the third typology of Devadasan et al.
(2006). This could mean the second type of an NGO acting as an insurer is a rather new model, or
that definitions on these models are rather subjective. This could also be a reason for the absence of
the first typology of Dror (2010b) in these articles, the true community-based mutual. Or, it could be
the case that true community-schemes as defined by Dror (2010b) have not been developed yet in
India.

3.5: Concluding remarks
There appears to be ample breeding ground for micro-insurance, since evidence shows both the
government and the market fail in delivering financial coverage for health care to the majority of the
population. Even though some hurdles have to be taken in the further development of microinsurance, evidence shows there are definitely possibilities.
A conclusion which can safely be drawn from this exposition is that since micro-insurance is still in
the process of being recognized by the government and in development, and that reinsurance for
these schemes is hardly apparent in India. There could be a need, as this literature review illustrates,
especially for the mutuals. Furthermore, experience with Eureko Achmea has demonstrated that
certain reinsurers offer reinsurance like cover under the banner of charity to micro-insurers.
However, these reinsurance activities are still marginal. It can be seriously questioned whether such
a model would be issued on the market under normal circumstances.

72

4: Theoretical review of
previous research
Introduction
In the previous two chapters, the basic principles, characteristics, and definitions of micro-insurance
and reinsurance have been reviewed. Moreover, the current climate in India concerning this
development has been explored. However, is the choice for micro-(health) insurance in countries
such as India as straight forward as depicted? In other words, what findings justify the development
of micro-(health) insurance in these countries? And what are the findings on stability and
sustainability?
Research on micro-insurance in general has been very disperse. Some authors focus on financial
protection, some on inclusion, some on utility, etc. This chapter will discuss all the evidence
available, according to subject. However, one has to keep in mind that micro-insurance is a rather
new phenomenon. Therefore, the number of years these schemes have been running or researched
is rather limited. This has its consequences with respect to objective and uniform indicators of
research and assessment. Since these schemes are still in development phases and only have been
running for several years, conclusion on for example sustainability will always be rather thin and
should be interpreted with care. A further notion concerns the topics themselves. All topics are
closely related to one another. Therefore, when discussing for example inclusion, the topic of
subsidies cannot be avoided in this.

4.1: Evidence on micro-insurance
4.1.1: Inclusion
Evidence on the inclusion of micro-insurance has been found undetermined. Some authors state
that micro-insurance schemes fail to include the poorest of the poor (Schmidt, Mayindo, and Kalk,
2006; Gnawali et al., 2009) Other authors found that even well-intentioned schemes may cause
undesirable distributional effects to the poor (Ranson et al., 2006; Sinha et al., 2007; Sinha et al.,
2006;). The installation of a flat premium could cause further exclusion (Preker et al., 2001).
Surprisingly, these findings stand in contrast with an earlier evidence from Ranson (2002) (Werner,
2009; Dror et al., 2006a; Onwujekwe et al., 2009; Chankova et al., 2008). In this study the author
states that the schemes can include poor people and households below the poverty line. The
explaining factors for this conclusion were the affordability of the premiums, the external assistance,
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and the incorporation of the schemes within larger organizations which address the needs of the
poor.
As depicted above, no clear conclusion can be drawn from the evidence. Some studies report a
negative impact of micro-insurance schemes on inclusion, others a positive impact. The reason for
this is twofold. As explicated above, micro-insurance comes in a wide variety of shapes, with
corresponding objectives, members, methods, etc. It can therefore depend on multiple factors
(contextual, design, members, objectives, etc.) whether the schemes exclude the poor or the
poorest of the poor. Secondly, different researchers all use different methods of measurement with
diverse indicators. This issue has been raised by a number of authors concerning the general
evidence base. Ekman (2004) concludes through a literature review that a coherent set of outcome
indicators and the consistent assessment of these should be agreed upon by analysts. This should be
done to improve the validity and reliability of the evidence base. This conclusion is supported by
various authors (Carrin et al., 2005; Ranson et al., 2006; Werner, 2009).
4.1.2: Needs, priorities and benefits
Again concerning this topic, not a lot of research has been conducted. This is closely related to the
belief that the poor are basically similar to each other in their (financial) needs, as expressed by Dror
(2006b). Since the poor have nothing, they all want similar basic needs, have a low ability to pay, as
well as a low level of education, and are reluctant to insure themselves. Therefore, insurance
companies often conclude that uniform insurance products are suitable for the poor, a conclusion
which could be taken over or reinforced by the reinsurers.
Findings of Dror (2006b; 2010b) suggest that the costs of illness differs by benefit types and
locations. This should of course be reflected in the benefit package, which rules out a uniform
insurance product.
Reasons for joining insurance schemes is also not the same for every participant. Evidence shows
that for the same four test locations, the respondents answered that quality health care was often
the primary reason for joining insurance. In one test location trust and familiarity played a much
greater role (Dror, 2010b).
This conclusion is supported by Mladovsky and Mossialos (2008). These authors conclude that
agencies such as the World Bank and the WHO have taken insufficient account in their papers of
context-dependent policy considerations. In general, analyses should be focused towards values of
scheme members and people in their communities, community goals, and local and regional power
relations. Solidarity, trust, extra-community networks, vertical civil society links, and state-society
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links are very particular for persons, communities and locations (Basaza, et al., 2007; Schneider,
2005; Carrin, et al., 2005; Dror et al., 2009; De Allegri et al., 2006). Furthermore, as will be argued
later, these factors and their incorporation into flexible micro-insurance products also influence the
(long-term) sustainability and the “success” of micro-health insurance schemes.
4.1.3: Financial protection
As stated by Mills (1983), the primary purpose of any insurance scheme is to diversify risks between
the affiliates, and through this risk-sharing, extend financial protection to all the members of the
scheme. As such, financial protection should be a primary focus in the analysis of the effects of
micro-insurance. Financial protection can be defined in a number of ways. A common definition is
supplied by the International Labour Organization (ILO). Financial protection exists when excessive
health expenditures do not reduce households’ other household consumptions to below the
international poverty line (Baeza et al., 2002). Furthermore, the WHO has accepted the working
definition of catastrophic health expenditures, when it is 40 percent or more of the total capacity to
pay (Kawabata et al., 2002).
In contrast to the previous topics, financial and social protection have been put under the lens quite
extensively. Dror et al. (2009) come to the precarious conclusion that at worst, micro-insurance units
have provided no less protection to the members, and possibly more. This conclusion has also been
reached by the World Bank (Tabor, 2005) and Preker and Carrin (2004). In 2004 Ekman produced a
systematic review of the evidence on community-based health insurance. The author found that the
evidence on financial protection was strong (Saksena et al., 2010; Chankova et al., 2008; Dekker and
Wilms, 2010).
In short, evidence in the academic literature proves strong for a positive effect of micro-health
insurance on financial protection. Only some articles put a slight nuance in this conclusion. However,
we have to bear in mind the discussion in the previous paragraph. The local context, design,
objectives of every scheme is different. An outcome indictor such as financial protection can
therefore have different results as well. No uniform conclusion can therefore be drawn concerning
this topic. The most we can say is that in the majority of cases financial protection is enlarged by
micro-health insurance.

4.2: Sustainability and growth
To say anything meaningful about future prospects and developments of micro-health insurance,
for one you have to be sure that sustainability and growth are in essence not an issue (even without
the aid of reinsurance). Of course, not every scheme would be as viable and sustainable as the other.
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However in essence the concept should be viable and sustainable if it were to have any chance to
develop.
The topics sustainability and growth entail a wide variety of sub-topics. Since insurance entails time
aspects (pay a premium now to cover for possible future expenses), it is essential that the scheme
still exists in the future when a affiliate is hit by bad fortune and he or she wants to collect the
reimbursement. Furthermore, the reserves should be available to reimburse the claim as well. These
are the primary concerns of sustainability and growth. These two factors take center stage in this
analysis, next to the stability of micro-health insurance schemes.
A much cited article in this respect is the article of Bennett et al. (2004). In this document the
authors express their concerns and doubts whether micro-insurance schemes are actually
sustainable in the long run. Bennett et al. (2004) suggested a number of conceptual possibilities to
overcome this issue, among which the incorporation of non-members for funds, governmental
subsidies, and multiple risk-pooling schemes. Many authors have over the years come to roughly the
same conclusion, of which only a selection will be discussed here. These will be divided into three
sub-topics: subsidies (financial constraints), pooling issues, and growth and potential universal
coverage. A fourth sub-topic would be reinsurance. But since this topic stands central in this
analysis, this subject will be discussed in large in the following chapter.
4.2.1: Subsidies (insufficient funds)
Evidence on the absence of sufficient funds is pretty thick. This is of course in line with the logical
implications of ‘micro’ insurance. Per definition, these insurance schemes are targeted towards
people with a low willingness or ability to pay a premium. Furthermore, (especially if based on the
community-model) the number of affiliates in these schemes is often small. This in combination
with the limited amount of funds to spend, equals financial worries.
Supporting micro-insurance schemes would most probably mean lower costs in relationship to
operating health insurance themselves. Therefore, subsidies are a logical step if the government
wish to extend health insurance coverage at attractive costs/benefits (Werner, 2009; Dror et al.,
2006a; Dong et al.,2005;Onwujekwe et al, 2009, 2010).This finding and advice of financial
shortcomings and subsidy requirements for the start-up costs, the premiums or otherwise (of
governments or other external sources) have been advocated widely through the academic
literature (Ranson, 2003; Schmidt, 2006; Dror , Preker, and Jakab, 2002; Dror et al., 2009; Gnawali et
al., 2009; Preker and Carrin, 2004; Sinha et al., 2007; Tabor, 2005; Preker et al., 2002; Devadasan et
al., 2006)
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An interesting concern in this respect comes from Bhattamishra and Barrett (2010). Based on a
conclusion from Bogan (2009) concerning subsidies for micro-finance institutions, the authors state
that external resources can imply a negative effect on the incentives for efficient functioning of an
micro-insurance scheme. Dror and Preker (2002) add negative performance and risk-management
incentives to this, as well as the possibility of preserving poor micro-insurance designs. Therefore,
increased use of grant financing could decrease institutional sustainability. Instead of using the
scarce public resources or donor funding to cover deficits, Dror and Preker (2002) advice to spend
these resources on developing management capacity and management systems and on improving
scheme design to reduce financial risks, the so-called smart subsidies.
4.2.2: Pooling issues
The ‘micro’ in micro-insurance entails several characteristics of these schemes. Among which, the
pool size or the number of affiliates in the insurance scheme is often of a micro-size (again more so
in the community-financing model). The previous discussed subsidy requirements originate from
pooling issues as well. Insufficient resources can be extracted from the small pool size of members.
Furthermore, the limited risk spreading ability in theory makes the scheme more in need of
resources. All the findings of the authors in the previous paragraphs therefore apply to this
paragraph as well.
Several strategies can be developed to overcome issues relating to the pool size of an insurance
scheme. One of these is reinsurance. Since this is the subject of investigation in this analysis, this will
be discussed in the following chapter.
Many authors have found empirical evidence of pooling issues (Preker et al., 2002; De Allegri et al.,
2006; Carrin et al., 2001). However, pooling issues not only concern issues of size. An interesting
insight into other pooling issues is supplied by Carrin et al. (2005). A characteristic of microinsurance is its voluntary membership. But this characteristic has its disadvantages as well. Adverse
selection through voluntary affiliation can cause inadequate risk pooling. Judging from a simple
cost-benefit analysis, the healthier households are less tempted to affiliate than less healthy ones.
Furthermore, these authors express the concern that voluntary micro-insurance schemes will be
founded among people with similar socio-economic background. This insight could be of large
relevance to the case of India. Even though the caste system has formally been abandoned since
independence in 1947, castes are still apparent in India, especially in the target areas of microinsurance, the rural and urban poorer areas. A dividing characteristic of a caste is the profession of
the caste-members. Therefore, this pooling issue could be of relevance in this analysis.
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A method to achieve this in a fact reinsurance. But other mechanisms exist. Outreville (2002) holds
reciprocity as an additional mechanism to enlarge the risk pool. Providing that a prudent policy is
followed in accepting reciprocal arrangements, reciprocity between two companies can stabilize the
portfolio results. The possibility is small that bad results in a company’s own net business will
coincide with overall bad results from the separate reciprocal exchanges accepted from the various
territories. When two companies are more or less balanced, reciprocity can be a successful strategy.
A disadvantage mentioned by the authors is the balancing of the offered risks in this arrangement.
When risks are exchanged, the companies have to be sure the risks they except is not larger than the
risk they offer. This analysis of the risks offered by the other company is however a very difficult
task, with large possibilities of misjudgments.
4.2.3: Growth and potential universal coverage
In the academic literature, micro-insurance has also frequently been mentioned in light of the
aspirations of universal health coverage. International development agencies such as the WHO
advocate micro-insurance as the transitional mechanism to achieve universal coverage in LMIC’s
(World Health Organization, 2005). This international policy has been based implicitly on the history
and development of health financing in Europe and Japan. There, micro-health insurance schemes
merged in the 19th century to form various types of national health insurance systems. As a short
reminder, this subject touches the core of this analysis, the further development of micro-health
insurance. Therefore, this paragraph should be read attentively, since these findings and elements
will return in the empirical analysis.
However, several studies have found that this line of development cannot be directly exported to
the current LMIC’s. This is due to development under different socio-economic contexts and under
different circumstances (Mladovsky and Mossialos, 2008; Barnighausen and Sauerborn, 2002).
Barnighausen and Sauerborn (2002) conclude that CBHI may function as learning models for fund
administration and solidarity. To achieve national coverage however, the governments need to
formalize these schemes and give them a compulsory character. Once some people are
incorporated into the compulsory scheme, the coverage should be incrementally expanded to other
socio-economic groups and regions. The authors warn however that the mandated benefit package
should be adapted incrementally as well in accordance with changing needs, values and economic
circumstances (Mladovsky and Mossialos, 2008). A third step according the authors is the merging
of the different insurance schemes. This would enhance both equity, risk pooling, and risk
spreading. A mean to achieve this could be reinsurance, but Onwujekwe et al. (2010) suggest a
government resource pool. The optimal number of funds depends on both the stage of
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development and other objectives (choice, competition, etc.) according to the Barninghausen and
Sauerborn (2002).
Tempting as these steps and goal of universal coverage may sound, practice in Bangladesh shows
that most schemes do not have the capacity, managerial or financial to expand their provisions.
Therefore, governments should contract out their poorly functioning health centers to the current
micro-insurers. This could save money which can be spend on sustainability issues. Moreover, this
will enhance confidence in the programme and will prevent inefficient duplication of health services
(Hamid et al., 2010).
Schmidt, Mayindo and Kalk (2006) acknowledge the expansion of micro-health insurance schemes
as well. However, the authors found that maximizing revenues and expansion to national coverage
is mutually exclusive in Rwanda. In other words, these two goals cannot be reached simultaneously.
Growing to include all people in the schemes while still making a profit was found impossible. So due
to revenue issues, these schemes would only extend their coverage to include about a fourth of the
population, the richer fourth. Therefore the authors call for yet again a tax-based cross-subsidy or
for other forms of vertical resource distribution (societal solidarity). (Onwujekwe et al.,2010)
Dong et al. (2009) conclude that before even discussing national expansion, high drop-out rates of
certain schemes should be attended. These not only threaten sustainability by reducing the size of
the insurance pool, but have negative effects on further enrolment and drop-out as well.

4.3: Concluding remarks
In short, even though micro-insurance has many benefits (whichever model you choose), evidence
shows several general issues still restrict the sustainability and growth of micro-health insurance
entities. Most of these are inherent to the “micro” in micro-insurance, for example with respect to
the small premiums possible affiliates or able to pay. Pooling will always be an issue, since these
schemes are often set up small and have their roots in the informal sphere. This creates issues of risk
diversification and resources, which could be augmented with subsidies or reinsurance. Micro-health
insurance could be an excellent mean to reach the goal of universal coverage. However, these
schemes continuously run into issues of growth as well. As has been suggested in several articles,
reinsurance could prove to be an contributing mechanism to help resolve these issues. (Re)insurance
has helped develop the countries in the west, so why can’t it do the same for the developing
countries, being it in a different form or model. Up to the present, reinsurance has not been
extended, or hardly, to the field of micro-(health) insurance.
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Some comments are in order here however. These issues sketched above apply to a certain extent
more to the community-model than the other three models. These three other models often have
less issues with size and funds, but in return have to overcome other issues, issues that could even
be more threatening to their development (caused by the lack of social capital and flexibility).
As explicated above, micro-insurance comes in a wide variety of shapes, with corresponding
objectives, members, methods, etc. The findings in the presented topics therefore depend on
multiple factors (contextual, design, members, objectives, etc.). It is certain that they could include
all socio-economic groups, as shown by a number of analyses. However, it is not certain that they
have this as an objective or goal. Secondly, different researchers use different methodologies with
diverse indicators. A coherent set of outcome indicators and the consistent assessment of these
should be agreed upon by specialists. This should be done to improve the validity and reliability of
the evidence base. Therefore, it is really difficult to draw any founded conclusions, when the
indicators for this classification are unclear. Thirdly, articles differ from each other with respect to
methodological quality. Different methods are in use in the academic field, all with their own
advantages and disadvantages. Furthermore, some articles are not stemming from empirical
research. These articles should be assessed differently. Therefore, as a true academic review should
entail, the relevant articles should be validated, mapped, and assessed before usage in a review. This
would demand yet another analytical framework. Due to time constraints and the objective of this
analysis, this analytical framework has not been developed.
Relating to the issue of objective outcome indicators, as well as well designed quantitative
methodologies (preferably RCT, with the use of control groups), is the issue of the short-time period
of analysis of micro-health insurance. Micro-insurance itself is a rather recent phenomenon,
especially relating to health. Therefore these units have only received limit attention from
researchers, especially relating certain topics as well as the health programmes. As a result it would
be too early to conclude anything, especially since insurance is a rather long-term concept, with the
risks being spread over several years, as well the time-characteristics of the risks themselves (some
risks only have a probability of once in every 50 years or even a 100 years).
However, the lesson which can be extracted from the above is that in the field of micro-insurance
there is no such thing as the one-size-fits-all principle. All schemes are different with target specific
problems which demand different outcome indicators as well. Therefore, generic principles are
excluded from the field of micro-insurance.
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5: Theoretical causes of
instability micro-health
insurance schemes and the
possibilities of and evidence
on reinsurance
Introduction
Elaborating on the previous, more general section, this section will narrow the focus further down.
This chapter will commence with the presentation of a more thorough theoretical understanding of
the causes of the financial instability of micro-health insurers. These issues can be spilt in incomeside instability, expenditure-side instability, and non-financial causes. Another caution is in place
here. Scientific literature about this particular topic is extremely scarce. In fact, the book by Dror and
Preker (eds) (2002) is the only literature which covers this new topic. Therefore, because of the
limited amount of sources only the findings from the authors of this book can be presented without
subjecting these to findings, opinions and critiques of others in this field. However, since these
findings are very technical and statistical in nature, their quality and relevance can be assessed with
the help of basic knowledge of statistics and reinsurance itself. As for a side thought, it poses an
interesting question why this literature is non-existent. Furthermore, it highlights the innovative
character of this analysis.
Reflecting on this instability, suggestions in the literature to stabilize the units will be presented.
One of these stabilization options is reinsurance, which will be more specifically discussed in relation
to micro-health insurance in this section. This will be complemented by evidence out of the
academic literature. The question that that has to be answered in this chapter is why and how
reinsurance could aid in the issues faced by micro-insurers and where the call for reinsurance of
micro-insurers is exactly stemming from (linking back the paragraph on the instability of microhealth insurance units). Since reinsurance of micro-health insurance entities is still non-existent or in
its infancy, the relevant academic literature will have somewhat of an explorative character. This
stands in contrast to the empirical testing which is often the method of investigation in the
academic world. Nonetheless, based on the data and information available, solid suggestions,
advices, etc. can be formulated on how to further develop this reinsurance market for micro-health
insurance entities.
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5.1: Income-side instability micro-insurers
The income-side of micro-insurers is depended on two factors, the accurate calculation of
contributions and a satisfactory compliance rate (Dror, 2002).
5.1.1: Premium calculation
To commence with the first, contributions of members must at least cover the expected average
cost of the benefit package, subtracted by available subsidies or other steady external resources. In
turn, the calculation of the average cost depends on the probability that a certain benefit will be
claimed and the corresponding expected costs of this risk. Moreover, contributions should also at
least cover administrative costs. As elucidated in the previous section, this forms the loading of the
premium (Dror, 2002; Dror, 2001).
However, with the calculation of the contributions lies a problem for micro-insurers. The large
schemes in the west usually base their income or budget calculations on historical expenditure
patterns instead of on a needs-based formula. This reliable and long-term data set of benefit
utilization is practically non-existent at the level of micro-insurers, let alone in LMIC’s. This limits the
micro-insurers in making reliable projections. Even though the micro-insurer may possess some data
on short-term cost and use, small errors based short-term data of a single micro-insurer’s experience
may lead to large errors resulting from high statistical fluctuations (Dror, 2002; Dror, 2001).
According to Dror (2002), contributions have to be calculated less on estimated costs of the benefit
package or probabilities of events than by reference to external issues such as outpatient visit fees
or the cost of other insurance schemes. Furthermore, a margin of error has to be acknowledged and
incorporated in assumptions about average cost, expected local burden of disease, and unit cost
data when calculating the contributions.
5.1.2: Compliance rates
Notwithstanding the difficulties with the calculation of the contributions, a micro-insurer always has
to make sure the contributions collected from the members is equal to the expected amount. When
the collected amount falls short of expectations, a compliance gap occurs. This specific source of
income-side instability is inherent to micro-insurers, since the small group of members they cover
often work in the same informal sector. Moreover, the instability is linked to the often cyclical
income of the members. Workers in the service sector could for example be exposed to the cycles of
tourism. In rural and agricultural areas, the income of workers could for example depend on crop
cycles (which poses further problems for the currency in which they pay the contributions). This
instability may aggravate through random situations such as reliance on a single crop, fluctuations in
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environmental conditions (i.e. droughts, floods, cyclones, etc.), political risks, etc. (Dror, 2002; Dror,
2001).
Cultural factors as well as members’ sense of usefulness of services influence compliance rates also.
Paying insurance contributions or paying directly for hospitalization can be perceived differently
when members are struck by acute health needs and corresponding high bills. Also drop-out rates
influence compliance. Dror (2002) state that accurate data and analysis of both membership and
income fluctuations is extremely rare.

5.2: Expenditure-side instability micro-insurers
Issues on the expenditure side focus mainly on the unique and endemic problems created by the
small membership of the schemes and the small business volume. Therefore, these theoretical
causes most likely apply more to the mutual model, than to the other three models. These inherent
characteristics invoke issues relating to the number of claims, unit cost of benefits, estimated risk
probability, catastrophic costs, and administrative costs (Dror, 2002; Dror, 2001).
5.2.1: Claim number fluctuations
Basic statistics show us that when the number of expected claims is small, the random fluctuations
with their outliers will always be significant. A small number of claims can occur in two situations:
when affiliation is small and when claim probability is low (even when the group is not small) (Dror,
2002; Dror, 2001; Carter, Lucas, and Ralph, 2000).
The size of a group and the occurrence distribution are closely linked. Therefore, groups size can tell
a lot about the financial viability of the micro-insurer. As the distribution of claims around the mean
under the binominal law in the figure below shows, small groups are more exposed than large
groups to statistical fluctuations in the mean value of the number of claims. This means that
because small groups are more exposed to high-severity events, the so-called outliers, these
schemes are also more exposed to insolvency. With larger groups, the higher convergence around
the average value causes this statistical linkage between outliers and group size to disappear (Dror,
2002; Carter, Lucas, and Ralph, 2000).
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The impact of low claim
probability introduces another
possible cause of financial
instability relating to group size. A
high probability of risk exposes the
insurer to a high expected claim
cost. However, when the
probability drops, small groups
benefit less from the drop than
larger groups. The complex reason
behind this is that the statistical
possibility of a higher-than-average
claim load is sensitive to group size,
as the figure shows (Dror, 2002;
Dror, 2001; Carter, Lucas, and

Figure 5.1: Claim number fluctutations (Source: Dror, 2002)

Ralph, 2000).
However, issues with group sizes (small n) are most severe for the mutual model of micro-insurance.
Since a partner-agent model is for size not limited to the size of the community, this model often
show a higher number of affiliates, which mean greater diversification possibilities. Also the other
two models often have a larger number of affiliates than the mutual model, limiting the
destabilizing factors here.
The statistical impacts can also be effected by the length and regularity of an accounting period. In
other words, the longer the time span, the lower the extent of fluctuations. Monthly calculations will
therefore always be less favorable than annual ones. These accounting periods are especially
important when comparing the results of micro-insurers, or when reinsuring them with other microinsurance schemes (Dror, 2002).
5.2.2: Unit costs of benefits
Although not an intrinsic characteristic of micro-insurance, the unit costs of benefits can form
another source of fluctuations. These costs are negotiated between the buyer and seller of health
services. Giving the micro-insurers’ low volume and perhaps its weak bargaining position, the microinsurer might be unable to negotiate a standard tariff for all claim liabilities. Moreover, the cost of
different prescriptions vary significantly (painkillers cost less than antibiotics), as well as the costs of
hospitalization which varies with the length of stay (Dror, 2002).
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5.2.3: Estimated risk probability
As mentioned before, reliable historical data from micro-insurers is often an issue. This is also the
case for data on health utilization for estimating the average number of claims. Often, the utilization
of services will increase when people are insured (possibly implying moral hazard). Therefore,
underestimates are more likely to be encountered than overestimates. This has severe
consequences, since underestimates heighten the risk of insolvency. The probability depends on
group size and the actual level of the probability. To put it in statistical vocabulary, the probability P
depends on both the average number of claims and the variance in the number of claims. An
underestimation of P can therefore evoke an miscalculation in the funds needed. This includes both
the payment of the average number of claims, as well as the risk for an expensive outlier. Both
micro-insurers and reinsurers cannot forestall deficits without this data, even when the benefit
package is well balanced. When this data is unavailable, other alternative methods have to be used
to assess the risks and prevent insolvency (Dror, 2002; Carter, Lucas, and Ralph, 2000).
5.2.4: Catastrophic costs
Catastrophes luckily do not happen often, but when they occur the costs can reach extraordinary
levels. Catastrophes are random, low-probability events, which are completely inelastic in demand.
Without assistance, most individuals (even rich ones) cannot absorb the damage caused by these
events. Health catastrophes come in two types: predictable events and unpredictable events (Dror,
2002).
Predictable health catastrophes entail low-probability, high-cost events such as certain live-saving
surgeries. Evidence shows that a single case as a surgery as such can cause the bankruptcy of a
micro-insurer. The smaller the micro-insurer and the smaller its financial volume, the more financial
damage catastrophes could mean for the micro-insurer (Dror, 2002).
Unpredictable events entail local events which can cause an unforeseen, large increase in the
number of claims. These local events may be natural calamities (for example, earthquakes, floods)
or other situations that cause a local epidemic or a major accident with widespread injuries.
According to Dror (2002), these situations can be dealt with through classical insurance or
reinsurance.
5.2.5: Administrative costs
Administrative costs form an integral part of the costs of any insurer or reinsurer and can claim large
portions of the income generated. Dror (2002) argues that the right calculation of the
administrative costs plays an important role in building trust among affiliates. Since micro-insurance
is a more complex operation involving more data, calculations, and funds then micro-savings or
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micro-credit, administrative costs should be minimized (in fact all costs given the low availability of
funds through income/premiums).

5.3: Non-financial destabilizing factors
Next to all these largely financial causes of instability, a number of non-financial factors could result
in instability as well. As a remark, these factor somewhat differ in their influence relative to the
model of micro-insurance. The less professionalized, the less connected to or in the formal financing
circuit, and the less business experience, the less effect these factors will have on the stability of the
micro-insurance units. Therefore, the model of the mutuals would once over be affected the most.
The most important one in this respect is the often found inexperience or inability to structure the
management of the scheme accordingly. When establishing a micro-insurance scheme, a structure
should be created to organize and run the scheme. This demands specific knowledge, for example
on the organizational aspects. This is often found difficult to create and maintain.
An important part of the instability caused by management inexperience could lay in issues faced in
the claim-submission process. Of course this is very closely related to the financial factors, but it
could be very costly to pay every claim issued by affiliates. Not every claim should be reimbursed
immediately. Some research is often in order to really make sure the reimbursement is in line with
your policy and the benefit package, and to determine whether it is fraudulent. It is easy to see how
this could be difficult for people who have no experience with this. Also inexperience with how to
deal with moral hazard and adverse selection could grow into large issues for a micro-insurer.
Health care requires infrastructure. When the facility is far away, not there, or of poor quality, it
effects the stability of the schemes as well. When people do not see the value of the units, they will
not become affiliated or renew their policy. Incorporation of the infrastructure or at least to be
aware of the possibilities could be incorporated into the design of the units. This way, the products
will be relevant to the local circumstances, in which the people see an added value.
Another important destabilizing factor is the distribution of micro-insurance, or access to people. In
order for people to be reached and affiliated, and to apply the law of large numbers, distribution
channels are needed. This could be in the shape of formal or informal networks, as well as marketing
strategies. Reaching people in remote, rural areas could prove more difficult than it seems. Mutuals
attempt to affiliate people through informal networks. Other possibilities are existent formal
networks of micro-finance institutions (MFI’s), or NGO’s. Of course, all these channels and methods
pose their specific challenges.
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As elucidated upon before, restrictive policies could interfere with the stability as well. The IRDA
demands both insurers, as well as reinsurers to answer to strict requirements. This is of course to
protect the actual members. Micro-insurance constructions have to oblige to these laws as well.
These are also posed to informal micro-insurers (i.e. mutuals), when these units grow to a size that
they become noticed by the IRDA. These demands as well as possible special demands for microinsurers, could spell problems for micro-insurance schemes when attempting to oblige to these.
Without going into detail on all the political factors that could be of influence, these factors could
come in play here as well. Changing laws or regulations, perhaps due to a changing (local)
government, could either aid with or threaten the stability of the units.
The same story holds for macro-economic factors. Although not specific to micro-insurers in
particular, these factors have to potential to jeopardize the existence of micro-insurer to a greater
degree than other companies. Inflation, or exchange rates (when dealing with international
reinsurers or donors) could spell problems for the already small margins of the precarious microinsurers.

5.4: Stabilization options
In the above, an exposition has been presented about where the financial instability of microinsurers is stemming from, which jeopardizes their sustainability and growth. The question is now,
which options are available for the micro-insurers through which they can face these issues.
An option for micro-insurers would be the strategy of falling back on subsidies from governments or
donors (Newbrander and Brenzel, 2002). These subsidies have been discussed before in light of
augmenting micro-insurers. Subsidies however can be used by the micro-insurers on both the
income-side as the expenditure side. For example, when a compliance gap appears, subsidies can be
used to fill this gap so income will balance expenditures. On the expenditure side, subsidies can
augment all payments for which the micro-insurer has an insufficient solvency. For example when
losses over a certain period exceed the expected, when a catastrophe occurs, or when data
collection is needed where the budget is already stretched. So when insolvency looms, microinsurers could turn to either governments or donor organizations in the event of a deficit or
unanticipated financial losses to arrange financial cover.
However, Newbrander and Brenzel (2002) hold this strategy to be unsustainable. Furthermore, it
may give negative performance and risk-management incentives. Moreover, it may preserve poor
micro-insurance designs. These arguments are in line with general (neo-) liberal critique against
subsidies. These artificial inputs are thought of as market distortions in this theory. Inefficiency are
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generally a result of a strategy as such. These conclusions correspond to the article of Bogan (2009).
Instead of using the scarce public resources or donor funding to cover financial deficits, Newbrander
and Brenzel (2002) advices to spend these resources on developing management capacity and
management systems and on improving scheme design to reduce financial risks.
Nonetheless, subsidies do not have to be directed towards the micro-insurance schemes directly.
Subsidizing the reinsurance side could prove useful as well. This insight is supported by Dror (2001).
By subsidizing the reinsurance side, both ends will be augmented. Reinsurers will be more tempted
to reinsure micro-insurance schemes since potential losses will be smaller. For micro-insurers
reinsurance will finally be accessible without the effects expressed above (Dror and Armstrong,
2006). This strategy will be more thoroughly discussed in the following sub-chapter.

5.5: The third option: reinsuring micro-insurance
Reinsurance is a very common phenomenon in the field of insurance. Virtually all insurers cede part
of their portfolio to reinsurance companies. A notable exception form social health insurance
schemes, where the deficits are not passed to a company but to the state or society at large (Dror,
2002). Reinsurance is a logical step for primary insurer when the risks they cover are considered to
be excessive in relation to their capacity (Outreville, 1996; Carter, Lucas, and Ralph, 2000).
As explained in the previous section, reinsurance traditionally offers the four benefits of capacity,
surplus relief, catastrophic protection, and stable loss experience, next to the other services
reinsurance has to offer. An important question mark remains whether this option is more of
relevance to the issues of the micro-insurers than the previous two.
5.5.1: What can reinsurance cover?
Through reinsurance the primary insurer can transfer risks which lay beyond its underwriting
capacity or modify risk exposures and compositions. Risks which are reinsurable include risks against
random fluctuations in the number of claims, unexpected fluctuations in the unit costs, and low-risk,
high-severity catastrophes (Dror, 2002). By ceding risks, deficits can be balanced or homogenized
collectively over for example large groups or micro-insurance entities which could be united only
through their reinsurance. Through a reinsurance link as such, the possibility of information sharing
could perhaps also be created. This information sharing, is now limited due to the fact that microinsurers hone their competitive edge over other micro-insurers to obtain external resources (i.e.,
battle for subsidies) (Dror, 2002).
Concerning the issues of the micro-insurers portrayed above, reinsurance can first of all be very
useful in limiting the fluctuations in the number of claims. All health schemes face issues of high claim
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loads from the expected statistical fluctuations. Large health schemes operate under the
assumption that this could be financed through contingency reserves in the short term, and by
increasing the contributions in subsequent financial cycles in the long term. Both solutions involve
an increase of the contribution rates. However, professor Dror rightly questions whether increasing
contribution rates is the most efficient way for micro-insurers to avoid insolvency given the
apparent random fluctuations in the number of claims. By a live simulation of ten micro-insurance
schemes, Dror (2002) found that even with large increases in the contribution rate (50 percent), the
risk of insolvency were still large (5 percent). According to Dror, these findings suggest firstly that
through higher income insolvency cannot be avoided. Secondly, the costs of reinsurance were found
much lower than other alternatives for avoiding insolvency. Finally, reinsurance was found the only
option that provided 100 percent protection against insolvency. From this, Dror (2002) concludes
that reinsurance offers a more viable and cheaper option than contingency reserves to pay for high
fluctuations in the claim load. Furthermore, reinsurance demands no enhancement of the package
like contingency reserves do.
Insuring and reinsuring against catastrophes is relatively easy according to Dror (2002). The
challenge in this operation is the definition what counts as a catastrophe. To focus on probability is
one option. The threshold would thereby be defined on the number of claims. If for example the
average number of claims would double resulting from a specific event, the reinsurer would step in.
Furthermore, operating reinsurance would entail the financial instrument of reinsurance, but also
enhancing the micro-insurers’ capacity to register, analyze, and transmit data (Dror, 2002).
5.5.2: Findings on reinsurance of micro-(health) insurance
Now the findings and suggestions of Dror (2002) have been discussed extensively, it is important to
see how other authors in the field think about reinsurance as a mean to help micro-health insurance
units.
Many authors have suggested reinsurance as a contributing factor in the sustainability and growth
of micro-health insurance entities. Following the rather large exposition of the influential book by
Dror and Preker (eds) (2002), this chapter will discuss and assess the findings of other authors in the
academic field.
Tabor (2005) agrees with Dror and Preker (eds) (2002) in that mutuals are in need of reinsurance.
This reinsurance should cover the correlated risks and leave the idiosyncratic risks to the microinsurers. The author puts a large responsibility on governments to provide guarantee funds or social
reinsurance to cover for these correlated risks.
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Carrin et al. (2005) discuss different scenario’s as opposed to Tabor. A first possible measure
according to the authors is that of reinsurance as suggested by Dror and Preker (eds) (2002). These
authors do however suggest a second possibility which is more fundamental: expansion of the size
of the risk pool. This could be achieved by assistance to management of small-scale schemes. Other
ways of achieving this would be through a federation or a network of micro-health insurance
entities. Mladovsky and Mossialos (2008) list a number of possibilities as well. A first possibility is the
horizontal enlargement of the risk pool. In line with the article of reinsurance Carrin et al. (2005),
these authors mention currently existing federations of small mutual schemes which pool part of
their funds at the level of districts. Through these scheme mergers, the schemes are able to expand
their risk pools without losing the positive social bonds fostered by small risk groups.
Next to this horizontal expansion (which shows similarities with the reciprocity mechanism of
Newbrander and Brenzel (2002)), Mladovsky and Mossialos (2008) state the establishment of
supervisory and audit bodies, and support for an independent press and for the professional groups
involved. This would, according to the authors, foster an enhanced ‘generalized morality’.
Other authors have called for a need for reinsurance without specifying this further (Werner, 2009;
Preker et al., 2002; Bhattamishra and Barrett, 2010; Schmidt et al., 2006; Bennett, 2004).

5.6: The specifics on relevant reinsurance
The book Social Re published by Dror and Preker (eds) (2002) is a very innovative book in the sense
that it is the first in describing, modeling and testing a reinsurance format for mutuals. Since this
book paved the way for analyses like the one presented here, it is essential to further explicate and
critically assess the work/models/basic assumptions of these authors, as well as the specifics. Firstly,
the types of reinsurance contracts relevant for micro-health insurance entities will be discussed,
mainly through an exposition by Outreville (2002). In the second part an integrated approach to
reinsuring micro-health insurance entities will be presented as suggested by Dror (2002).
5.6.1: Types of reinsurance contracts relevant to micro-health insurers
Outreville (2002) commences his case by describing the current situation of reinsuring microinsurance. Based on empirical and academic findings, the author concludes that micro-insurance
units can currently only receive “reinsurance like” top-up (in contrast to top-down or bottom-up)
cover from the available reinsurance companies. Outreville argues therefore that the contracts
currently offered only serve the interests of the reinsurers. These findings are in line with the
findings of, amongst others, Mladovsky and Mossialos (2008). Of course this argument demands
further empirical testing.
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Furthermore, of the reinsurance products now on offer, most of them feature a high
deductible/retention, which is due to the little information available, the corresponding high risks
attached and high administrative costs. Although save for the reinsurer, these contracts are hardly
interesting for micro-insurers. With contracts as such, the micro-insurer remains liable for the
majority of claims. This would demand solvency of the micro-insurer, which as we have seen earlier
is hard to come by for most schemes (again especially for mutuals). When the reinsurer expects very
large losses, it currently offers micro-insurers an excess-of-loss contract. When expenses are overall
very high, a stop-loss contract is proposed. Reinsurers also still often choose to reinsure a
proportional share of the underwritten risk by the micro-insurer, which translates into a quota-share
contract (Outreville, 2002).
Outreville (2002) suggests three types of contracts which could prove to be of relevance to
reinsurers seeking to reinsure micro-insurers:
Quota-share contracts are advisable for young companies in the early stages of their development or
companies entering a new class of business, since premiums and losses are proportionally shared
between the cedent and the reinsurer.
Excess-of-loss per risk contracts are presently the frequently used contracts in a reinsurance program,
which are excellent for keeping probable claim peaks to an acceptable level.
Stop-loss contracts is primarily suitable for an entire line of business or portfolio. This will give the
most extensive protection for the business in their retention. However, a disadvantage of this
model is that it does not allow a guaranteed profit for the primary insurer. Notwithstanding this
disadvantage, the model can function as a protection against a threat to the existence of the insurer
as a result of accumulations of negative influences all in the same year.
However, non-traditional reinsurance contracts or ART’s could prove useful as well. Since ART’s
provide funding arrangements for perceived risks and make long-term use of traditional reinsurance
operations and derivatives, this approach is outstandingly useful for small micro-health insurance
entities. In finite-risk contracts, timing risks and underwriting risks are equally important. This type
of contract reduces volatilities in current and future premium and claim patterns. Traditional
reinsurance contracts can be refused due to no demonstrable commercial viability of an insurer at
the primary stages of their operations. In these cases, and with a high social-welfare component,
finite-risk schemes seem to be a viable solution according to the authors (Outreville, 2002).
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5.6.2: The reinsurance model itself
Nonetheless, these contracts need a structure according to Dror (2002). In simple terms, to operate
reinsurance the development of the financial instrument would be essential, as would be the
considerable enhancement of the capacity of micro-insurers to register, analyze, and transmit data.
Understandably, the start-up costs of this knowledge transfer and the necessary infrastructure to
manage the information would form a large issue for the new micro-insurance units. These than
would have to be bored by other stakeholders, such as a partner, donor, NGO, or the government
(Dror, 2002).
Dror (2002) points to another critical point in reinsuring micro-health insurance entities. Insurance
and reinsurance cost money. If the understanding in these mechanisms is limited, the people or the
micro-insurers might choose to spend it otherwise, for example on new investments or benefit
package enhancements. Reinsurance would therefore need to be explained or educated to both the
micro-insurers, as well as their affiliates.
As for the organization on the reinsurance side, Newbrander and Brenzel (2002) suggest the option
of pooled reinsurance. Pooling as the main instrument of insurance is a means of collecting individual
member companies’ risks and redistributing them on a broader base. Through this process, both the
liabilities as well as the premiums are evened out over this base. Pooling can be executed by direct
insurers, as well as by reinsurers. Each company is accountable for that part that’s specified in the
pooling agreement, which is partly determined by the capacities of every member with respect to
risk-retentions or the part of risks they hold themselves (Newbrander and Brenzel, 2002).
A precondition is of these pools is course that these are adequately organized and managed, and
have collective objectives and rules. All the members’ retention abilities are utilized more efficiently,
and terms, conditions, and rates tend to be coordinated (Newbrander and Brenzel, 2002). A
reinsurance pool could be managed independently by an umbrella organization for a whole group of
micro-insurers (Newbrander and Brenzel, 2002). International organizations like the World Bank or
the ILO would be prime contesters for this role, but of course also for example reinsurance brokers
(intermediaries) could fulfill this task.
Newbrander and Brenzel (2002) also suggest cross-national reinsurance as an extension or variation
on the previous organizational form. This format is therefore essentially the same as pooled
reinsurance, with the only distinction of a larger pool, a multi-national pool.
A number of remarks are in order here. Pooling reinsurers and other stakeholders on first hand looks
suspiciously like a monopoly power (depending on whether this new pooled entity has a business
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perspective, whether for-profit or non-profit), which is obviously forbidden and would especially in
this field not be ethical. Furthermore, this pooling would demand strong cooperation and extensive
information sharing of the members, which most of these stakeholders like manifested reinsurers
would not be really willing to do in my opinion. Whether the partners would be willing to cooperate
is also doubtful to say the least. The reinsurance market is a competitive market, with high yielding
activities. Ceding risks to each other (which happens regularly) is something different than fully
cooperating with each other, perhaps in a new entity. It is difficult to say whether competitors like
Munich Re and Swiss Re (the two largest reinsurance companies in the world) would be willing to
involve in a market and develop it together. This statements holds even more when trying to access
a rather new untouched market like micro-insurance, where the possible future profits could be very
high. On a Corporate Social Responsibility level it could perhaps work, but it is doubtful whether it
would work when it involves the core-businesses of these companies.
Maybe a different or scaled down pooling suggestion would be to pool micro-insurers and other
stakeholders such as NGO’s promoting prevention and the government regionally or maybe even
nationally in the LMIC’s themselves. These stakeholders are often more known to each other, have
more experiences with one another and are geographically closer. A reinsurer could than reinsure
and support this unity of stakeholders as one, limiting the administrative costs, specific demanded
knowledge, persons and schemes to deal with, etc. Reinsurers such as Munich Re and Swiss Re are
most likely large enough to reinsure large regional or national pools of insurers. Furthermore,
through a pooling arrangement as such the business of reinsuring micro-insurance might be easier
accessible for reinsurers. Moreover, this will bundle the strengths of stakeholders locally, possibly
create synergy and solidarity amongst the people and stakeholders. Of course there is also a
learning and knowledge sharing aspect in this.
This pooling could also be done by companies that are in the business of supporting, educating,
administrating, testing, and distributing micro-insurance. These companies could in turn bundle or
pool their clients and other known stakeholders in their local and international network and in turn
form a captive reinsurance structure themselves to reinsure this pool.

5.7: Concluding remarks
In short, several factors have been presented in this chapter which influence the stability and
therefore sustainability of the micro-insurers. This included factors in both the income-side, as well
as on the expenditure side. Furthermore, non-financial influencing factors have been reviewed. To
resolve these issues, a number of possibilities have been discussed, among which reciprocity and
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subsidies. It has been argued that reinsurance as the third option is the most efficient and less costly
option to offer financial stability and sustainability. Next to the more efficient and effective
application of the law of large numbers, reinsurance has many more services to offer which could
prove useful for micro-insurers (underwriting expertise, stable-loss experience, and solvency
augmenting implication). Furthermore, many specifics and potential general models have been
presented through which reinsurance could be made available to micro-insurers. Therefore, a large
question which remains is why has this new market not been developed yet, not by the development
of reinsurance entities locally or by the invasion of reinsurers from the developed countries. This
absence can be observed in many LMIC’s, among which India as the subject of this analysis as has
been demonstrated in the chapter three.
The answer to this question has to be searched among both the micro-insurers, but especially
among the reinsurers. As explicated above, the level of experience and knowledge in risk
management such as reinsurance of micro-insurer can most likely be qualified low. According to
Outreville (1996) the absence of reinsurance in LMIC’s can be explained by the structural, financial,
and technical constraints of these markets. Their relatively small size and the lack of sufficient
experience and know-how are important factors in this conclusion. According to Dror and Preker
(2002) commercial reinsurers see no profit in this new market for reasons of low premium
possibilities, badly indentified risks and absence of other necessary data, and widely variable
management capacity of the micro-insurers. According to the authors, this explains why reinsurers
have never really designed a product for this market. Notwithstanding these substantiated guesses,
in the next part of this analysis the empirical findings on these questions and topics will be
presented.
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6: The research methodology
Introduction
Since this analysis concerns a qualitative, explorative interview, the main data source of the
empirical is the response stemming from the interviews. These interviews have been conducted over
a period of 5 months. This survey was specifically designed for this analysis, bearing the explorative
character of the analysis. This chapter will give an insight into the methodology of the interview
data analysis. This will commence with the conceptual model’s operationalization, in which the
interviews are linked the main operationalization of this analysis, as presented in chapter one. This
will be followed by a description of the data collection procedures. This includes the method of
collection, as well as the kind of information which is gathered, the interviewees’ choice, and the
problems and issues encountered during the data gathering phase. The last two paragraphs will
cover the methodology of the analysis, as well as a short elaboration on the validity and reliability of
the empirical data.

6.1: Conceptual model’s operationalization
As elucidated upon before in early chapters, this analysis somewhat differs from other interviews
due to its explorative character. Therefore, question schedules have been developed for the
interviews which simply function as a guiding structure with the respondents. The schedules consist
of several parts (Cooper and Schindler, 2003). These parts will only be discussed briefly, since the
schedules follow the operationalization as presented in chapter 1.4. The conceptual model’s
operationalization can be found in appendix I, due to its extensive size. Appendix II displays the
interview schedules. Coming back to the parts, these entail the following:
a. The first section is a general part. All respondents are submitted to this part. The questions in
this section consist of Administrative questions. These questions identify the respondent, the
conditions, etc. The purpose of these is to reveal patterns and identify possible error
sources.
b. In the subsequent section, introduction questions to the rest of the analysis are posed.
These consist of Classification questions. These questions allow the respondents to be
grouped. They are posed to further reveal patterns, as well as to classify and clarify answers
of participants. Furthermore, through two of these questions at the end of the general
section, one of the four different interview schedules is selected. This allows the interview
schedule to be somewhat tailor-made to the specific level of knowledge and experience of
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the respondent in the fields of micro-insurance and reinsurance, as perceived by the
respondents themselves.
c. In the third section, the focus is shifted to the five main research questions, and their
corresponding sub-questions, hypotheses, and propositions. Specific Target questions have
been developed for this purpose. These entail in-depth questions ,with both structured
(closed questions; i.e. multiple-choice questions) and unstructured open-questions. These
in-depth questions encourages participants to share as much information as possible in an
unconstrained environment (Cooper and Schindler, 2003). Although these questions urge
the participant to be as specific and detailed as possible, they allow the respondent to
brainstorm and dream about possibilities. All ideas, thoughts, developments, etc. would
bring this analysis to a higher and broader level, and the questions therefore aim to reach
this. This will also increase the relevance of this analysis to micro-insurers, reinsurers, and
other stakeholders in the field of micro-health insurance. Therefore, in both the closed and
open questions there is ample room for clarifications, examples, elaborations, motivations
and detailing of the answers supplied.
All the questions have been composed with the following objectives in mind (Cooper and Schindler,
2003):


encourage the respondent to provide accurate and relevant responses



encourage the respondent to provide an adequate amount of information



discourage the respondent to refuse to answer specific questions



discourage the respondent form early discontinuation



leave the respondent with a positive attitude about the interviews

During the designing of appropriate questions, four questions functioned as guiding principles
(Cooper and Schindler, 2003):


Should this question be asked? (Purpose)



Is the question of proper scope and coverage? (Complete, precision)



Can the respondent adequately answer this question, as asked? (Presumed knowledge,
accuracy, balance general/specific, objectivity)



Will the respondent voluntarily answer this question, as asked? (Sensitive information,
question wording, shared vocabulary, assumptions, frame of reference, biased wording,
personalization, adequate alternatives, response strategy, objective of the analysis,
participant motivation)
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As a requisite of qualitative interviewing, a (cognitive) pre-test has been conducted with these four
questions in mind, as well as the earlier five objectives, to make sure the interview schedules are well
designed, and reach the objective for which they have been designed.
As can be observed from the conceptual model ‘s operationalization, the questions in the different
interview schedules look at first sight to run in a somewhat disorder. However, the sequence of the
questions has been carefully ordered. This can be explained with several reasons. Through the
current sequence the order has a natural flow to it, where the questions follow each other in a
logical fashion, especially with possible answers in mind. In this order, the topics and possible are
arranged together ,where the questions elaborate or deepen the previous question. This would
minimize non-response, and would stimulate more in-depth answers. Moreover, when questions
have been answered earlier in the schedule, it is in this order fairly easy to skip to the next set of
questions. As a results the five main research questions have somewhat been shuffled, where the
third research question falls under the more general section of the interviews and the corresponding
analysis, and the fourth main research question under the fifth. The five main areas of research
remain however:


What reinsurance for micro-(health) insurance is now available or under development?



What barriers can be mentioned which explain the absence of reinsurers, as well as other
necessary stakeholders, in the business of making micro-(health) insurance units (in India)
more stable and sustainable?



What are the needs and demands of micro-(health) insurance units with respect to their
stability and sustainability?



How can this market of micro-(health)insurance be further developed?



Would it be possible to develop a generic model which would help with the stability and
sustainability of micro-(health) insurance units?

Certain questions are accompanied by a short introduction, or possible suggestions. These have
been written as objective as possible, only trying to stimulate relevant answers and more in-depth
answers.
All these separate questions are needed for multiple reasons. Firstly, in insures that the most data is
obtained out of every respondent. Since it concerns an explorative interview, this should be the main
focus. However, with this aim the danger lurks that the interviews will be too open and explorative
by nature. Therefore, grip or structure is essential to analyze all the data and to conduct the
interviews in an orderly fashion. To make sense of all the data, multiple questions help to reveal

98

patterns. Moreover, the questions allow respondents to be grouped according to their answers,
which creates this necessary structure.
Several type of questions have been used in the interviews. Next to the unstructured questions, this
concerns both ranking questions, as well as rating questions. Once over, these are incorporated into
the question schedules to reveal patterns and group the respondents. Furthermore, answers to
other questions can be checked or explained by the answers to these questions. For the rating
question, a new scale has been developed. Question 23 of the general section of the interviews
serves the purpose of example here.

23.On a scale from A to H, where A is the lowest classification and H the
highest, to what extent do you think stability, sustainability and growth
are currently large issues for micro-(health) insurance entities (in India)?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

For the rating questions a scale has been devised, ranging from A to H, where A is the lowest
classification and H the highest. This scale shows eight options, which makes a neutral position
impossible. This is important since in this particular case it determines whether the respondent
perceives stability as an issue. Furthermore, to prevent similarities with grading scales used in
schools, both in the Netherlands as abroad, a scale with letters has been chosen. Also the eight
options show no similarities with other scales. This serves the purpose of preventing bias to slip in
the answers. When a respondent is asked to rate his own level of knowledge and experience a
certain area, a numeric rating scale as used in school would probably create a bias (a five or lower in
the Netherlands is rated insufficient). Through analysis of scales used in various countries, a choice
has been made for this scale to limit this bias as much as possible.

6.2: Data collection
This paragraph will go more into detail on the data collection process. This entails elaborating on the
method, the type of data, the choice of interviewees, and problems and issues faced.
6.2.1: Method
As explained in chapter one, the gap this analysis attempts to cover exist in both the academic world
as well as the empirical world. Reinsurance for micro-health insurance is hardly developed. This
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analysis attempts to map this non-development, as well as search for ways to develop it. Since this
field is currently un- or underdeveloped, research has also been absent so far. In fact, this analysis
shows many similarities with a diagnostic gap analysis. Reinsurance, with its current organizational
structure, its culture, its activities, and its strategies, do not fit the demanded organizational
structure, culture, activities, and strategies by the business of micro-health insurance. Therefore the
market orientation needs to be adapted to fill this gap. Therefore, the first step in both
development, as well as more academic research focused towards this topic, is to explore it.
However, companies, organizations, micro-insurers, and other stakeholders do not publish this data
publically. Therefore, the only option is to first explore the topic by the use of interviews.
Furthermore, activities as well as developments touch companies strategies, and could therefore be
confidential. Through the interviews an attempt can still be made to reveal these activities and
strategies.
Many types of interviews exist. The type of interview chosen for this analysis concerns a semistructured, in-depth explorative interview. The added advantages of this type is that it allows for a
constructive interaction with the respondents. It allows the respondents to discuss, clarify,
elaborate, give examples, give motivations, and detail the answers supplied. Furthermore, it allows
the interviewer to stimulate answers, and to make suggestions. Also through these personal
interviews the respondent could get acquainted with the interviewer. This could make the
respondent feel comfortable enough to share more (confidential) information.
As for conducting the interviews, this was preferably executed in person. However, when the
distances were to great, the interviews were conducted by telephone.
To get the most data out of every respondent, every date file of every respondent is sent back after
the first analysis. This serves two purposes: firstly, the respondents can confirm the data, as well as
give the permission for publishing. Secondly, through these second reviews, the respondents can
elaborate on data, validate, or add, perhaps also with financial numbers to really analyze what they
are doing and what the effects are of this.
6.2.2: Type of information
As reflected upon in chapter 1.9, the only option in this explorative analysis is to go for qualitative
data. Firstly, this topic is so new that no research has been conducted on it so far. Secondly,
quantitative testing would require many micro-health insurance schemes, some with the backing of
reinsurance and others without (control groups). The number of micro-health insurance schemes is
however low, many still in their pilot-phase. Furthermore, reinsurance is hardly incorporated in these
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few schemes. Thirdly, even if you would press on in this quantitative analysis, no objective indicators
have been developed for this, which would make your impact analysis difficult to say the least.
Finally, the time and space available in this master combination -thesis would still prove too little to
design, conduct, and analysis all this.
6.2.3: Choice of interviewees
One of the objectives of the interviews was to create a stakeholder dialogue which could lead to
innovative ideas and perhaps better cooperation or models between the different stakeholders in
the field of micro-insurance. Through this overview/analysis, all stakeholders could learn and
benefit. Evidentially, although micro-insurance in general and especially micro-health insurance are
very selective topics, the number of potential interviewees initially appeared large. This was due to
the fact that the objective was to interview key informants in this field. This included stakeholders in
the whole field of micro-insurance and reinsurance at multiple levels. In fact, every person and
expertise which could contribute with insights to this query was found relevant. All add to the total
picture that is being created with this analysis. Furthermore, different backgrounds, job positions,
companies, etc. could deliver a vast multitude of different thoughts/initiatives/models/etc.
Therefore the choice was not limited to only micro-insurance departments in companies (if
existent), but was expanded with fields such as research and development, actuaries, strategy,
operations, marketing, claims-processing, corporate social responsibility, control, regulations,
finance, and of course the ones ultimately in control, senior management.
Initially, the network of Eureko Achmea was used to contact interviewees. This included multiple
NGO’s, consultancy agencies, think tanks, and universities, as well as other reinsurance companies
(Swiss Re, Munich Re, etc.). Complementary, possible respondents were contacted directly. These
were selected on the basis of micro-insurance activities, such as participation in conferences on this
topic, or publishing. This target population was also extended to other stakeholders relevant in the
field, such as the World Bank, GIC India, etc.
Eventually, only people with somewhat of a relation with or understanding of micro-insurance
replied willing to participate. This was functional due to the fact that you need a understanding of
the target-field before one is able to discuss ways to develop it, for example with the help of
reinsurance. In the end, a broad field of respondents, from various companies and organizations,
and with various backgrounds and current positions were interviewed. The complete list can be
found in appendix III.
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In the list one can observe that only a limited number of micro-insurers have been interviewed. This
can be explained by several reasons. Firstly, it has proven very difficult to reach the micro-insurers,
due to language issues, as well as getting into contact with them. Secondly, even when in contact
with micro-insurers it appeared difficult to talk with them about possible stabilization options. They
simply did not fully understand these, and did not know what the options were. Thirdly, the other
interviewed stakeholders cooperate or interacted with micro-insurers. Therefore, through the
current respondents, the needs and demands of the micro-insurers, as well as possible development
possibilities vented through them.
6.2.4: Experience, problems and issues
Overall, the experience with conducting the interviews and analyzing the material afterwards has
been very constructive and interesting. It has fueled my ambition to further develop in academic
research and micro-insurance. The experience with this analysis over the year has therefore been
really positive. Only a few problems and issues have been encountered, which will be briefly
discussed.
Firstly, finding relevant and willing people proved more difficult than expected. First you have to find
these people and contact them. Initially, Eureko Achmea helped me with this. However, the results
were only marginal. Therefore, other possible respondents through conferences and literature were
contacted. However, some felt they could not contribute to the analysis, and others could not find
free time to participate in it. Still sufficient respondents were found for this exploration.
Only one interview failed with a respondent. After the interview this respondent elaborated that this
was due to the fact that he perceived his knowledge and experience with micro-insurance and
reinsurance as insufficient to be of relevance. Simply the wrong person in this company was
contacted.
Another issue entailed the obtained data. Although the data did prove extremely useful to answer
the posed research questions, something was still missing. It was little concrete, for example with
respect to financial data. Also, since reinsurance is primarily a financial mean, the interviews did not
fully uncover the financial needs and demands or the micro-insurers. For this reason, a case-study
has been conducted with a financial flow analysis. Leading question here was ‘Who is paying which
amount to who for which benefits?’. This revealed in-depth the need and demands of a particular
micro-insurer, as well a financially showed the effects of the relations on every level. Chapter eight
will discuss this whole case.

102

A last issue faced concerned confidentiality issues. As elaborated upon before, the requested data
concerns sensitive information including activities, development, and strategies. Companies do not
want to share this with competitors. Large sections of this analysis therefore need to labeled
confidential. Too many respondents did not give their permission to publish after the interviews and
the analysis.

6.3: Data analysis
The character of this analysis also carries implications with respect to the data analysis. Being it a
qualitative, in-depth, explorative analysis, the data can be only be assessed by use of careful review
of the data supplied. This was executed in critical fashion, looking for consistencies, patterns, and
frequently mentioned words or phrases (developments, methods, etc.). Out of the somewhat
dissatisfaction with the data being somewhat general and lacking concreteness, in the second
interviews the respondents were asked to mention examples, complemented with financial data.
However, due to confidentiality issues, of only one micro-insurance the financial data was sufficient
to create a financial flow analysis. This case-study analysis was conducted as a business
administration (finance and control) analysis.

6.4: Validity and reliability
Although this analysis is explorative by nature, reinsurance as a method has been forwarded as a
possible efficient and effective mean to aid micro-health insurers with issues of stability and
sustainability. Notwithstanding that this suggestion is backed by a large amount of literature, and
(theoretical) evidence, this does not mean this is the option, or for that matter even a option at all.
Reinsurance, just like other methods, should be tested for the effectiveness and efficiency. So even
though backed by literature and evidence, this analysis is perhaps a little biased towards
reinsurance. Since this is not a testing analysis, this was somewhat filtered out by first asking the
respondents general, objective questions with respecting to helping the micro-health insurance
units. Still, every method should be (quantifiably) tested, for which there is no sufficient space in this
analysis.
Building on the previous, with qualitative data one runs the risk of obtaining simple ‘stories’ of the
respondents. With this type of data it is difficult to check whether the respondents supply correct
and complete answers. As explained earlier, out of this satisfaction the case-study has been
executed. Through the financial flow analysis, a verifiable and concrete model has been created.
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Glossary
Accumulations of risks of losses: Through a given period of time multiple losses can occur which in
total could result into an adverse net-result.
Adverse selection: The issue adverse selection arises out of asymmetric information. This in turn
results into inequitable insurance transaction. The newly insured, knowing the likelihood of risks,
insurers only those risks that pose a strong/bad risk. The insurer, not knowing the exact likelihood of
risks of everyone, accepts a contract that does not include premiums for low-risk events. The
insured gains from the insurer’s inability to distinguish “good” and “bad” risks.
Affiliates: Members of an insurance scheme.
Aggregated losses: Accumulation of losses.
Alternative Risk Transfers (ART’s): Reinsurance product that blends elements of reinsurance,
insurance and capital markets in one. These solution have a longer time-span and have more
comprehensive forms of coverage. These solutions have been designed with mainly the protection
of financial resources of the business as a whole in mind (balance-sheet protection). This stands in
contract with conventional event coverage.
Auditing: Reinsurance have the legal right to obtain all data essential to the calculations of the ceded
risks, to premiums that the primary insurer charges from its members, and all data relating to
reinsurance claims. Reinsurers further audit the insurer to determine whether the business adheres
to underwriting standards, claims standards, data administration and administrative processes.
Balancing cash flow: Net-business results. Balance between income and expenses.
Bottom of the pyramid: People living in the lower social-strata of a society or country.
Capacity gains: Advantage of reinsurance. Ability to spread risks (and therefore liabilities) as well as
the premiums over a larger base. See also law of large numbers and pooling.
Catastrophe contracts: Non-proportional excess-of-loss contracts. Cover exclusively low-risk high
potential costs risks, such as natural disasters or other large disasters as such (terrorism).
Catastrophe protection: See catastrophe contracts. Protection against low-risk high costs risks, such
as large natural disasters (hurricanes) or man-made disasters (terrorism).
Cedent: Insurer that passes on a share of the accepted risks to a reinsurer.
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Class of business: Insurance and reinsurance companies determine what kind of business/risks they
want to get involved with. This determines the risk portfolio of a company.
Cherry-picking: Selection of insurer to only admit people who show low possibilities of losses or
reimbursements for the insurer. The insurer would only pick the most healthy people.
Commissions: Reinsurer reimburses insurer for acquisition and administration costs paying a
commission.
Community-based health insurance: Initiatives by communities to establish health care financing
through voluntary prepayment schemes.
Community institutions: Community-financing programs and organizations that operate credit,
savings, and insurance, and already have a positive track-record locally in contrast to broad-based
national health insurance.
Comparative advantage: Economic theory by David Ricardo which states that every actor should
specialize in the goods or service it is relatively to other most efficient.
Compliance assistance: Assistance with collecting the payments of contribution owed by the
members.
Compliance gap: Difference between expected contributions and contributions collected.
Compliance rate: The ratio of contributions collected over potential contributions.
Covariate risks (systematic risks): Risks which are not independent, where the occurrence of one
effects the occurrence of another.
Cross-national reinsurance: In relatively small LMIC’s or in countries with few micro-insurers to
support reinsurance at the national level, cross-border or regional reinsurance pools for microinsurers could prove useful.
Deductible: Provision which requires the insured to pay the first part of the losses before the insurer
takes over with a payment, as stated under the terms of the policy. The purpose of deductibles is to
limit small claims and reduce the average pure premium and administrative costs associated with
claims handling. Deductibles could therefore also reduce moral hazard. Most used forms are annual
deductibles and waiting periods.
Diversification (time, geography, product): Spreading of risks on a larger base can be executed
through time, geography , through insurance products.
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Entire business: The whole risk portfolio of an insurance company is his entire business.
Exclusion: Mainly agricultural, self-employed, or poor people who have neither formal employees
nor steady flow of income as the basis for access to government-run or commercial health
insurance. These people are often also excluded from education, housing, disaster relief, and other
social services. Furthermore, they may be unable to access (formal) financial services or to secure
formal recognition of property they control or own. This includes property obtained under
traditional or tribal law.
Facultative reinsurance: Type of reinsurance which entails a separate contract for each risk,
particularly suitable for large risks.
Financial protection: Possible objective of insurance and reinsurance. Insurance can function as a
mean to protect oneself from financial losses.
Financial reinsurance: Reinsurance contracts that do not transfer underwriting risks but solely timing
risks.
Finite-risk reinsurance: type of this financial reinsurance whereby the primary insurer is shielded from
fluctuations of volatile underwriting results during the contract period. In this type of reinsurance
risk transfers are combined with a profit-sharing relationship between the reinsurer and the cedent,
whereby the reinsurer can spread losses by time diversification.
Formal financing: Financing through formal channels such as the government.
Grassroots organizations: Organization at the local, bottom level often founded by a community, in
contrast to traditional power structures.
Idiosyncratic risks (unsystematic risks): Independent risks, in contrast to covariant risks. One
occurrence does not affect another.
Inclusion: In contrast to exclusion. The people defined under exclusion are included into a system
through inclusion. Scientific evidence shows that certain micro-insurance entities are inclusive of the
poorest of the poor.
Inpatient care: See outpatient care.
Insurance and reinsurance mechanisms: Mechanisms through which insurance and reinsurance
functions. Law of large numbers and risk transference through diversification.
Insurance coverage: That part of the risk for which the insurer is liable to the policyholder.
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Key informant interviews: Alternative technique to get localized information. Often this information
is less structured and more qualitative data.
Law of large numbers: The greater the number of exposures, the more closely will actual results
approach the probable results expected from an infinite number of exposures.
Layering: The amount or percentage of the claim that falls under the liability of the reinsurer can be
divided into several layers, whereby the deductible of one layer is the sum of the deductible and
liability of the underlying layer. Reasons for layering could be the easier placement of various
smaller amounts, specialization of reinsurers, different nature of risks, inclusion of specific classes or
different conditions for each layer.
Liability: Financial obligations for which one is responsible.
Local communities: Group of people with a common interest. This often involves locality, but can be
based on a multitude of factors such as religion, work, etc.
Losses: Reductions in value due to damage or destruction.
Micro-insurance schemes Micro-insurance, community health funds, mutual health organizations,
rural health insurance, revolving drug funds, and community involvement in user-fee management
are just a few variations on the term community-based health insurance. The common denominator
in all these expressions is the predominant role of collective action in raising, pooling*, allocating,
purchasing, and supervising the management of health financing arrangements. Secondly, the
members of these schemes often lack other financial protection or collective financing
arrangements to pay for their health care, while government-provided services do not reach them.
Finally, the schemes are voluntary and run on the tradition of self-help and social mobilization that
are embraced by the poor in many LMIC’s.
Moral hazard: Change of behavior incited by insurance that aggravates the probability of an event in
order to access benefits. Provider-induced moral hazard include over-servicing.
Mutuals: Also named independent cooperative. Often launched by members who are in some form
associated with each other (i.e. form a community for example through work, religious beliefs,
geographically, etc.). In this type of scheme all insurance aspects lay within the control of the selfhelp help group: product design, product marketing, product servicing and the long-term
sustainability.
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Non-proportional reinsurance contracts (excess): excess-loss contracts* do not share the insurance
coverage, premium and losses in the same proportion (method of non-proportional) between the
ceding company and the reinsurance company. These excess contracts can be classified in per-risk,
per-occurrence, and stop-loss contracts.
Non-traditional reinsurance: See Alternative risk transfers.
Out-of-pocket spending (OOPS): Direct payment of services or products, in contract to payment
through insurance or governments.
Outpatient/inpatient care: Outpatient care concerns hospitalization for less than 24 hours, while
visiting a primary or secondary care facilities. Care is considered inpatient when the duration of stay
extends 24 hours (patient admitted to the hospital for treatment).
Pay-as-you-go financing: the current premiums pay for the current reimbursements/claims.
Per-occurrence excess-of-loss contracts : See catastrophe contracts. These contracts work in a nonproportional way, but instead of losses from individual risks, a catastrophe contract protects the
insurer from large accumulations of risks of losses from a single occurrence above a monetary
amount (deductible).
Per-risk excess-of-loss contracts: In a per-risk contract a monetary amount of loss is stated as the
retention, above which the reinsurer is liable for the amount of loss up till a maximum as stated in
the contract.
Pooled reinsurance: Pooling as the main instrument of insurance is a means of collecting individual
member companies’ risks and redistributing them on a broader base. Through this process, both the
liabilities as well as the premiums are evened out over this base. Pooling can be executed by direct
insurers as well as reinsurers. Each company is accountable for that part that’s specified in the
pooling agreement, which is partly determined by the capacities of every member with respect to
risk-retentions.
Pooling: Pooling as the main instrument of insurance is a means of collecting individual member
companies’ risks and redistributing them on a broader base. Through this process, both the liabilities
as well as the premiums are evened out over this base.
Poor, vulnerable people: See exclusion. Poor is further defined as below $1 (PPP) per day,
complemented with the inability to meet basic needs, as well as people who are in general on the
bottom of the pyramid.
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Portfolio insurance: Advantage of reinsurance. Concerns the adoption of the liability of a primary
insurer by the reinsurer when the primary insurer withdrawals from an entire line of business.
Poverty trap: a complex mechanisms theorizing on why it is very difficult for people in poverty to
climb out of this poverty, based on both income as well as assets.
Premium: Contribution/fee paid by an insured to an insurer in return for specified benefits. The
premium consists of several components, among which expected loss costs, internal costs, external
costs, capital costs and a profit margin.
Premium-to-liability ratio: This ratio indicates how much of the premium is taken up by the claims of
liability, multiplied by the risk probabilities.
Primary care: The basis of a health care system, where the patient receives the first medical care
before referred to other, more specialized and professional facilities in the system.
Priority health services: The first level of contact between individuals/families/communities with the
health system. Health care is brought as close to where people work and live. The organization
depends upon socioeconomic and political characteristics of a country, but should address
prevention, curative, and rehabilitation services. It should also include education about major health
problems and their preventions and control.
Private health care: Part of the health care market which is commercial instead of government
controlled.
Provider networks: Micro-insurance schemes are often isolated from networks of the providers of
health care in a country.
Proportional reinsurance contracts (pro-rata) Pro-rata contracts share the insurance coverage,
premium and losses in the same proportion between the ceding company and the reinsurance
company. These contracts can be divided further into the structures quota-share and surplus-share.
Public-private partnership: Partnership between governments and private parties regarding the
allocation of public services, products, or infrastructure. This cooperation attempts to complement
the provision of social services with the management skills (e.g. efficiency) of the private market.
Quota-share contracts: Type of pro-rate reinsurance. Under a quota-share contracts a fixed
percentage of every exposure is ceded to the reinsurer within the class of business covered by the
contract.
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Reciprocity: Method between primary insurers to coinsure with the objective to stabilize funds.
Could function as an alternative to reinsurance, since they enlarge the pool and reduce risk variance
somewhat.
Reciprocity (format of micro-insurers): Providing that a prudent policy is followed in accepting
reciprocal arrangements, reciprocity between two companies can stabilize the portfolio results. The
possibility is small that bad results in a company’s own net business will coincide with overall bad
results from the separate reciprocal exchanges accepted from the various territories.
Reimburse: Pay money equivalent to the losses occurred within the benefit package.
Reinstatements: When a maximum in a contract is reached, a reinstatement calls for a recall of the
maximum for an extra price. Without this reinstatement the insured would be unprotected of the
ceded risk after this maximum was reached.
Reinsurance: Reinsurance is the transfer of liability from the primary insurer (cedent) to the
reinsurer. Reinsurance can be divided according to type, method and structure.
Retention: In a reinsurance contract a certain amount or percentage of a loss/losses is retained by the
insurer, while the other percentage or amount is ceded to the reinsurer. The determination of the
retention of the primary insurer is essential since it determines the position of the insured. This
involves several factors and criteria: amongst others, insurer’s own resources, expected premiums
for a portfolio, class of business, regulations (for example with respect to taxes and required
solvency), underwriting capacity of risks in portfolio, financial strength, corporate attitude towards
risks and investments, portfolio composition, large risks and catastrophic protection, geographical
location and risk spread, experience and tradition, and the availability and cost of the reinsurance
market.
Retrospective: In contract to prospective contracts, under a retrospective contract the ceding
company pays a reinsurer a premium in return for reparation against loss or liability resulting from
events that have already occurred.
Secondary care: Health care facilities provided by medical specialists and other health professionals.
Access is generally arranged through referral by primary care facilities.
Self-help group: Non-professional, informal organization formed by people with a common problem,
situation or interest, for the purpose of for example pooling resources, gathering information, or
offering mutual support, services, or care.
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Single occurrence: The definition is the most important thing part of a catastrophe treaty. However,
to determine this definition in health insurance is very difficult and is particular to every contract.
Social capital : The multidimensional “glue” that binds community members. Putnam (1993) defined
it as including trust, community involvement, tolerance of diversity, value of life, and extent of
connectivity (socially and professionally). However, a definition is relative to a particular culture.
Solvency reserves: Funds held either for a probable but unknown event (also contingency funds) or
because of regulation. An important management objective is to minimize these reserves by which
funds available for current use is maximized.
Stable loss experience: No large fluctuations in the losses of an insurer.
Stop-loss excess-of-loss contracts: Type of non-proportional reinsurance. The reinsurer begins to
reimburse if the aggregated losses for the entire business during a stated period of time exceed the
retention (monetary amount or loss-percentage) negotiated in the treaty.
Surplus relief: Advantage of reinsurance. The ceding to a reinsurer reliefs a primary insurer from the
necessity of storing large amounts of surplus capital (solvency or contingency reserves). This capital
is needed (both legally in most cases, as financially) to prevent the company from going bankrupt
when the company is faced by bad results.
Surplus-share contracts: Type of pro-rata reinsurance. Surplus contracts work in a similar way as
quota-share, with the only difference of a monetary amount instead of a fixed percentage.
Tertiary care: Advanced and specialized consultative health care facility. On a inpatient basis and on
referral from a primary or secondary health facility or professional.
Third party administrator: entity which handles the insurance administration directly with clients,
including the benefits reimbursements, without taking on any of the financial risks.
Threshold: See retention and deductible.
Timing risks: Timing or uncertain timing of payment of losses. Next to underwriting risks.
Traditional reinsurance: Reinsurance contracts can be categorized in the traditional facultative
reinsurance (single risks) and treaty reinsurance (more stable with multiple risks covered)
Treaty reinsurance: Entails cession of an entire class of business or portfolio. This could cover future
additions to that class of risk.
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Uncertainty risks: Part of the premium which covers for uncertainties in the calculations due to the
unavailability of (statistical) information or bad judgement.
Underwriting: Process by which the insurer decides what risks it wants to cover. In this process, profit
objectives may interfere with social obligations. For a reinsurance company, considerations in the
underwriting determine the risks of the insurer that can be ceded to the reinsurer, and which share
the insurer will retain.
Underwriting risks: Uncertainties about the ultimate amount of any claim payments.
Value-proposition: Possible advantages.
Volatile underwriting: large fluctuations in underwriting.
Willingness-to-pay (WTP): Also ability-to-pay, which is for the most part determined by affordability.
Affordability is of utmost importance when copayments and transaction costs are considered. In the
design of micro-insurance schemes and determination of premiums, fairness may be an important
concept to consider.
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Appendix I: Interview
operationalization
TITLE

Operationalization

General

DESCRIPTION

Linking the main research questions through sub-questions,
hypotheses, and propositions with the interview questions
Administrative,
categorial, and
classification
questions

L M; G R
Q
1,2,3,4,5,6,7,8,9,
10,11,12,13,14,
15,16,17,18,19,
23,80,81

L M; S R

H M; G R

Q
1,2,3,4,5,6,7,8,9,
10,11,12,13,14,
15,16,17,18,19,
20,24,92,93

Q
1,2,3,4,5,6,7,8,9,
10,11,12,13,14,
15,16,17,18,20,
21,22,23,27,91,
92

H M; S R
Q
1,2,3,4,5,6,7,8,9,
10,11,12,13,14,
15,16,17,18,20,
21,22,23,24,28,
101,102

I
Inventarization
reinsurance of
micro-(health)
insurance (in
India)

Sub-question 1

Sub-question 2

General
characteristics

Specific
characteristics

L M; G R

H M; G R

L M; S R

H M; S R

Sub Q 1: Q
25,26,27,28;
Sub Q 2: -

Sub Q 1: Q
33,34,35,36,37,
38; Sub Q 2: -

Sub Q 1: Q
26,27,29,30,31,
32,33,34,35,36,3
7; Sub Q 2: Q 28

Sub Q 1: Q
34,35,36,37,39,
40,41,42,43,44,4
5,46,47; Sub Q 2:
Q 38
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L M; G R:32,33,34
L M; S R:43,44,45
H M; G R:44,45
H M; S R:53,54
L M; G R:35,36
L M; S R:46,47
H M; G R:46,47
H M; S R:55,56

II

General Questions

L M: G R:29,30,31,57
L M; S R:38,39,40,41,42,68
H M; G R:39,40,41,42,43,68
H M; S R:48,49,50,51,52,77

Uncovering the explaining
factors behind absence of
reinsurance for micro-(health)
insurance (in India)

Hypothesis 3
Low
availability
data
Bad overall
business
results
Precondition
specific
structure

L M; G R:40,41,42
L M; S R:51,52,53
H M; G R:51,52,53
H M; S R:60,61,62
L M; G R:43
L M; S R:54
H M; G R:54
H M; S R:63

Administrative
costs

Absence due to general
factors

L M; G R:37,38,39
L M; S R:48,49,50
H M; G R:48,49,50
H M; S R:57,58,59

Adverse
selection

L M; G R:44,45
L M; S R:55,56
H M; G R:55,56
H M; S R:64,65

Moral hazard

L M; G R:46,47
L M; S R:57,58
H M; G R:57,58
H M; S R:66,67
L M; G R:46,47
L M; S R:57,58
H M; G R:57,58
H M; S R:66,67

General
disinterest
market

L M; G R:46,47
L M; S R:57,58
H M; G R:57,58
H M; S R:66,67

Non-conform
market price
Hypothesis 4

L M; G R:46,47
L M; S R:57,58
H M; G R:57,58
H M; S R:66,67

Lower
demands on
preconditions
Micro-insurance as sideactivity

Limited
offering
services

L M; G R:48,49
L M; S R:59,60
H M; G R:59,60
H M; S R:68,69

Low
investments

L M; G R:50
L M; S R:61
H M; G R:61
H M; S R:70

High
deductibles/
cap covers
Hypothesis 5
Strong market
position
Discrepancy between
supply and demand due
to reinsurers marketposition

No cooperation/
communication

Contracts
beneficial to
reinsurers

L M; G R:51,52,53
L M; S R:62,63,64
H M; G R:62,63,64
H M; S R:71,72,73
L M; G R:55
L M; S R:66
H M; G R:66
H M; S R:75

Short-term
contracts

No profit microinsurers

Limited offering
contracts

L M; G R:54
L M; S R:65
H M; G R:65
H M; S R:74
L M; G R:56
L M; S R:67
H M; G R:67
H M; S R:76
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III
Needs and
demands microinsurers

L M; G R
Sub Q 6: Q 20;
Sub Q 7: 21,22

Sub-question 6

Sub-question 7

-Financial
-Knowledge/
expertise
-Communication/
education
-Distribution

Aiding
stakeholders

H M; G R

L M; S R

Sub Q 6: Q
19,24,28,29;
Sub Q 7: Q
25,26,30,31

Sub Q 6: Q 21;
Sub Q 7: 22,23
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H M; S R
Sub Q 6: Q
19,25,29,30;
Sub Q 7: Q
26,27,32,32

IV
Further
developments or
innovations

Sub-question 8

Sub-question 9

Micro-insurance
side

Nonmicroinsurance
side

L M; G R

H M; G R

L M; S R

H M; S R

Sub Q 8: Q
63,64,65,66,67,
68,69,70,71,77,7
8,79; Sub Q 9: Q
24,63,64,65,66,
67,68,69,70,
71,77,78,79

Sub Q 8: Q
74,75,76,77,78,
79,80,81,82,88,
89,90; Sub Q 9:
32,74,75,76,77,
78,79,80,81,82,
88,89,90

Sub Q 8: Q
75,76,77,78,79,
80,81,82,83,89,
90,91; Sub Q 9:
25,75,76,77,78,7
9,80,81,82,83,89,
90,91

Sub Q 8: Q
84,85,86,87,88,
89,90,91,92,98,
99,100; Sub Q 9:
Q 33,84,85,86,
87,88,89,90,
91,92,98,99,100
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V
Developing a
generic
reinsurance
model for micro(health)
insurance (in
India)

Proposition 10

L M; G R:60,61.
L M; S R:72,73.
H M; G R:71,72.
H M; S R:81,82

Reinsurers
common interest

Proposition 11

L M; G R:58.
L M; S R:69.
H M; G R:69.
H M; S R:78.

Resembling
elements

Proposition 12

L M; G R:59.
L M; S R:71.
H M; G R:70.
H M; S R:80.

Sufficient
communication/
coordination

Proposition 13

L M; G R:L M; S R:70
H M; G R:H M; S R:79.

ANALYSIS

Diversity no
obstacle

Proposition 14

Reinsurance
industry
progressive

Proposition 15

Development
neutral umbrella
organization

Proposition 16
Generic model
opens
reinsurance
market

L M; G R:78,79.
L M; S R:90,91.
H M; G R:89,90.
H M; S R:99,100.

L M; G R:
64,65,66,67,68,69,72,73,74,75
L M; S R:
76,77,78,79,80,81,84,85,86,87
H M; G R:
75,76,77,78,79,80,83,84,85,86
H M; S R:
85,86,87,88,89,90,93,94,95,96

L M; G R: 72,73,74,75,76
L M; S R: 84,85,86,87,88
H M; G R: 83,84,85,86,87
H M; S R: 93,94,95,96,97
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Appendix II: Interview
schedules
The general section, which determines the
proceeding section for each respondent:

Explorative in-depth interview
First of all, thank you for participating in this interview. Through earlier contact, a short introduction
has been supplied in which both the interview and the analysis were broadly outlined. Below, this
introduction will be slightly extended in order to fully understand the analysis and to prepare the
participant for the interview. Please, take your time to read this and feel free to ask questions.
Afterwards the actual interview will commence.

Introduction
Micro-insurance has been developed to deliver insurance coverage to people and communities in
low- and middle- income countries. Over the last ten to fifteen years, communities, NGO’s,
governments, commercial companies, etc. have grabbed this opportunity to deliver insurance
products to the citizens of these countries, for example in the fields of life, crop, and cattle. Risks
concerning peoples’ health are being incorporated into the design of these insurance packages as
well. However, obstacles threatening their stability and sustainability still remain on the path of
these micro-health insurance schemes. These obstacles form the primary focus of this interview
In the developed countries, the method of reinsurance has been developed over a 100 years ago to
aid insurers in their operations. However, the market of reinsurance for these entities is currently still
non-existent or in its infancy. The topic of reinsurance will therefore play a large role in this
interview, as it could help micro-insurers in their operations as well. However, several other
methods/models/stakeholders related to reinsurance could aid the micro-insurers as well, with
advice, support, cooperation or otherwise.

Objective
The objective of this questionnaire is firstly to explore and map current and innovative, future
thoughts/initiatives/models/contracts etc. on how to aid micro-insurance schemes through the
development of the reinsurance market. Amongst other things, this will entail possibilities of
interaction (and under what circumstances and conditions) between the micro-insurers, reinsurers
and possibly other stakeholders. Following this inventory, the underlying reasons for the absence of
reinsurers in this enormous new market of micro-insurance will be analyzed. The last section of the
interview will go into future developments of the reinsurance market for micro-insurance. From this
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data an overview will be created, on which attempts will be made to develop a generic model which
will contribute on the development of the reinsurance market for micro-health insurance in India.

Relevance
As a master-student form several universities, this questionnaire will be conducted in the name of
Wageningen University and Research and the University of Groningen. Scientific research is often
the merit and body of knowledge of the empirical world. It is my objective to create a stakeholder
dialogue which will lead to innovative ideas and perhaps better cooperation or models between the
different stakeholders in the field of micro-insurance. Since the findings of this analysis will be
publically accessible, all contributors and stakeholders could benefit. Innovative ideas, models,
thoughts, etc. will be mapped and developed through which all stakeholders can learn and benefit.

Structure
This explorative research will carried out in the form of an in-depth semi-structured interview. This
type of interview encourages the participant to share as much information as possible. Try to be as
specific and detailed as possible, without limiting yourself to brainstorm and dream about
possibilities. As this interview is part of explorative research, all ideas, thoughts, etc. would bring this
analysis to a higher and broader level, while increasing the relevance to micro-insurers, reinsurers,
and other stakeholders in the field of micro-health insurance. Therefore, the questionnaire will
contain several closed questions at first, which will be followed by open questions. In both the closed
and open questions there will be ample room for clarifications, examples, elaborations, motivations
and detailing of the answers supplied. Through these first of line of questions the following
questions will be determined. This is essential in order to make sure the relevant questions are
presented to participants in their own field of expertise. The length of the interview will depend on
the answers supplied by the participant, but varies between one and two hours.
Without any further questions, the actual interview will now start. The interview will be recorded
while the answers supplied will be documented on computer as well. During the interview, feel free
to interrupt when obscurities arise or when you wish to add something.

The interview
1.Time, date, location interview:
……………………………………………………………………..............................................................................
..............

2.Name:
…………………………………………………………………………………………………………………………………………
………………….

3.Age:
…………………………………………………………………………………………………………………………………………
………………….
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4.Sex:
………………………………….……………………………………………………………………………………………………
……………………

5. Nationality:
…………………………………………………………………………………………………………………………………………
………………….

6.Professional background:
…………………………………………………………………………………………………………………………………………
………………….

7. Current job description:
…………………………………………………………………………………………………………………………………………
………………….

8. Years active in current job:
…………………………………………………………………………………………………………………………………………
………………….

9. Company name:
…………………………………………………………………………………………………………………………………………
………………….

10. Core business company:
…………………………………………………………………………………………………………………………………………
………………….

11.Mision and vision company:
…………………………………………………………………………………………………………………………………………
………………….

12. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience in the field of microinsurance?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

13.On a scale from A to H, where A relates to very general knowledge and
experience and H to very specific, where would you position yourself in the field
of reinsurance?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied
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The proceeding section, for respondents who
perceived their level of knowledge and experience
in micro-(health) insurance and reinsurance as low
and more in general:

Further proceedings (L M; G R)
Basics
14. According to you, what does micro-insurance and micro-health insurance
entail?
15. Based on your knowledge, experience or imagination, what can you tell
about strengths and weaknesses of micro-insurance schemes in general and
micro-health insurance?
16. Based on your knowledge and experience, how would you describe/define
reinsurance?
17. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience in the field of
health insurance?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

18. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience about India and its
context with respect to micro-insurance?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

…..
19. What can you tell about the health system in India and the development of
micro-health insurance?
20. What do you think, are the needs of micro-(health) insurance entities (in
India)?
21. Who could help to fulfill these needs and in what way?
22. What are the advantages and disadvantages of these activities for the
relevant stakeholders?

23.On a scale from A to H, where A is the lowest classification and H the highest,
to what extent do you think stability, sustainability and growth are currently
large issues for micro-(health) insurance entities (in India)?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

24. In your opinion, can you imagine a role for reinsurance in some form or model
in solving issues of sustainability and growth facing the micro-health insurers?
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Specifics
25. What activities does your company undertake in the field of micro-insurance
and possibly its reinsurance?
26. Could you elaborate on the characteristics of the reinsurance contracts
offered in general by your company to micro-(health) insurance entities,
with respect to:
vi) the main parties in the contract
vii) any cooperative partners in the arrangement
viii) the structure of the models
ix) general preconditions
x) the specific type or types of contracts (for example excess of loss, stop loss, and
quota share)
xi) the content of the coverage
xii) the services offered
xiii) the longevity/time-scope of the contracts
xiv) the objectives of the contract
xv) investments
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xvi) the process of how the contract is developed and closed

27. With respect to these general characteristics, are there any new
advancements, models, procedures, contracts, etc. which are being
developed?
28. To what extent do you think flexibility is needed in the field of micro-health
insurance in India?
(For example with respect to members, objectives, contracts, etc.)

Extra: To what extent does health insurance (and reinsurance) pose specific
requirements, in relation to other fields such as crop, cattle, or live insurance
(and reinsurance)?
…..
29. What are the driving forces behind your company’s activity (-ies) in microinsurance?
30. What can micro-insurers receive when they get involved (for example
benefits) with your company?
31. What possible barriers could you identify for stakeholders such as reinsurers
when they enter this new market?
…
32. How does your company cope with the large amount of micro- (health)
insurance entities?
33. Do micro-health insurance entities differ from each other or are
they roughly similar?
34. If answered micro-health insurance entities differ from each
other, how does your company cope with this?
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35. Since (re)insurance is based on (statistical data), is the data necessary
for the (re)insuring of micro-(health) insurance schemes available?
36. If not, how does your company cope with this low availability
and/or amount of data?

37. According to you, what is the market-potential of the business of
micro-health insurance and its reinsurance in India?

38. To what extent do you think this market (both micro-insurance itself,
as well as between reinsurers and micro-insurance schemes) is susceptive
to issues of adverse selection?
39. How does your company cope with these issues?
40. To what extent do you think this market (both micro-health insurance
itself, as well as between reinsurers and micro-insurance schemes) is
susceptive to issues of moral hazard?
41. How does your company cope with these issues?
42. What role does trust play (i) within the micro-insurance schemes (ii)
between potential reinsurers and micro-health insurers and what
implications does this have?
43. Concerning the structure of (possible reinsurance) activities of your
company, are the operations direct and locally or does your company
make use of partners and agents?
44. To what extent does your company see India as a new attractive
business market?
45. To what extent does your company see micro-(health) insurance as a
new attractive line of business?
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…
46. What level of importance does micro-insurance receive within the
overall operations of your company?

47. To what extent are your company’s (reinsurance) contracts with micro(health) insurance entities (in India) conform market-conditions, for
example with respect to commissions, preconditions to be met (premiums,
premium-to-liability ratio, contribution ratio, etc. in comparison to other
closed reinsurance contracts), the services which are afforded “normally”
and with micro-(health) insurance schemes, or possible investments?
…
48. In your opinion, are the general business risks and benefits equally
divided between the reinsurer and micro-insurer?
49. How does this translate in practice, for example with respect to
the deductibles in contracts for micro-insurers?
50. How is the level of communication/coordination between reinsurers
and micro-insurers when closing the contract and throughout the length of
the contract?
51. To what extent can all the demands and needs of micro-health insurers
be met in and incorporated into the design of the reinsurance contracts?
52. Concerning the contracts and structure of the reinsurance
arrangements, are there possibilities for profits?
53. For which stakeholder(s)?
54. Which designs or procedures are generally chosen for handling
the occurred profits and losses?
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55. With respect to the time-scope of your company’s (reinsurance)
activities, would you consider these longer or shorter than your “normal”
(reinsurance) activities?
56. Does your company show a general pattern or procedure in their
(reinsurance) activities with micro-insurers, for example with respect to
the used contracts?
57. Are there any other considerations you can think of why a (re)insurer or other
stakeholder would not explore the activity of aiding micro-insurers, for example
in the form of reinsurance?
Extra: To what extent are the questions posed above different for health
insurance and reinsurance in relation to other fields such as crop, cattle or live?
…..
58. Do you consider your company’s activities as one of a kind or do you see
similarities with other stakeholders/reinsurers?
59. How is the level of communication or maybe even coordination between your
company and other stakeholders/reinsurers active in this line of business?

60. Based on the previous two questions, is there a need to cooperate with
other stakeholders on activities with micro-insurance schemes?
61. In what format should this cooperation be molded?
62. To what extent would you consider this possible?
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63. What do you think is needed for the market of micro-health-insurance to
further develop (e.g. for more reinsurers to offer their services to micro-insurers)?
64. How should this development be further constructed, for example with
respect to partners, models, scale, etc.?
(For example, multiple scenario’s based on various underlying methods have been
suggested, among which further pooling arrangements, reciprocal arrangements ,
subsidies, etc. )

65. Could you elaborate further on the general characteristics this would
involve, perhaps on:
-

the main parties in the contract

-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

the objectives of the contract

-

investments

-

the process of how the contract is developed and closed
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66. How would this benefit the primary micro-insurers?
67. What barriers would such a model face when being developed?
68. Do you have any further thoughts on the specifics of this
development?
69. According to you, what are the advantages en disadvantages of a
model as such for the relevant stakeholders?
70. What is the likeliness of the micro-health insurance field in India
developing in this direction?

71. Which other relevant methods can you think of in relation to resolving these
issues and the weaknesses you mentioned for micro-insurers and to what extent
can these contribute to opening up the market of micro-health insurance?

72. To what extent would a generic model be developable, in which the microinsurers can overcome barriers in their stability, sustainability and growth, for
example through a generic reinsurance model or form?
73. Do you have any thoughts on how this generic model should be
designed?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, etc. in your answer.

74. Could you elaborate further on the general characteristics this would
involve, perhaps on:
-

any cooperative partners in the arrangement

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered
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-

the longevity/time-scope of the contracts

-

investments

-

the process of how the contract is developed and closed

75. If applicable, what advantages and disadvantages would this entail for
the relevant stakeholders?
76. If applicable, what is the likeliness of the development and
incorporation of a model as such in the current reinsurance field of microhealth insurance entities?

77. Do any other models, ideas, thoughts, suggestions spring to mind relating to
these issues of micro-insurance and possibly its reinsurance?
78. With the previous questions in mind, in which direction do you see your
company develop in the field of micro-health insurance?
79. In which direction do you think your company or the entire industry
should develop?
…..
80. Do you have any suggestions for improving this questionnaire?
81. Would you recommend other relevant participants for this questionnaire?

Thank you for completing this questionnaire. The results will be presented around
the 31st of march, 2011.
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The proceeding section, for respondents who
perceived their level of knowledge and experience
in micro-(health) insurance and reinsurance as high
and more in general:

Further proceedings (H M; G R)
Basics
14. On which field of micro-insurance is your level of knowledge and experience
based upon?
15.Based on your knowledge and experience, how would you define microinsurance and micro-health insurance?
16. According to you, for what reason should micro-insurance in general and
micro-health insurance be installed in low- and middle-income countries like
India?
17. Which part of the population do you qualify as the primary targetpopulation?
(For example, high, middle or low income, entrepreneurs, farmers, certain type of enterprises,
communities, urban, rural, etc.)

18. What would you qualify as the primary strengths of micro-insurance schemes
in general and micro-health insurance?
19. What would you qualify as the weaknesses of micro-insurance schemes in
general and micro-health insurance?
20. Based on your knowledge and experience, how would you describe/define
reinsurance?
21. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience in the field of
health insurance?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

22. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience about India and its
context with respect to micro-insurance?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

…..
23. What can you tell about the health system in India and the development of
micro-health insurance?
24. What do you think, are the needs of micro-(health) insurance entities (in
India)?
25. Who could help to fulfill these needs and in what way?
26. What are the advantages and disadvantages of these activities for the
relevant stakeholders?
27.On a scale from A to H, where A is the lowest classification and H the highest,
to what extent do you think stability, sustainability and growth are currently
large issues for micro-(health) insurance entities (in India)?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

28. Which factors influence the stability, sustainability and growth of microhealth insurance schemes in India?
29. What could be done to make micro-health insurance schemes grow and to
make them more stable and sustainable in India?
30. Which stakeholders could somehow contribute to solving these issues,
locally, regionally, in India, or globally?
31. In what way?
In answer, try to incorporate models, methods, linkages, requirements, preconditions,
etc.

32. In your opinion, can you imagine a role for reinsurance in some form or model
in solving issues of sustainability and growth facing the micro-health insurers?
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Specifics
33. What activities does your company undertake in the field of micro-insurance
and possibly its reinsurance?
34. Do micro-health insurance entities differ from each other or are they roughly
similar?
35. If answered they differ, with what kind(s) of micro-insurance entity(ies) do you have experience with and is there an ideal type or configuration
of micro-insurance scheme?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, benefit package, premium, etc. in
your answer.

36. Could you elaborate on the characteristics of the (reinsurance)
contracts offered in general by your company to micro-(health) insurance
entities, with respect to:
i) the main parties in the contract
ii) any cooperative partners in the arrangement
iii) the structure of the models
iv) general preconditions
v) the specific type or types of contracts (for example excess of loss, stop loss, and
quota share)
vi) the content of the coverage
vii) the services offered
viii) the longevity/time-scope of the contracts
ix) the objectives of the contract
x) investments
xi) the process of how the contract is developed and closed

37. With respect to these general characteristics, are there any new
advancements, models, procedures, contracts, etc. which are being
developed?
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38. To what extent do you think flexibility is needed in the field of (reinsuring)
micro-health insurance in India?
(For example with respect to members, objectives, contracts, etc.)

Extra: To what extent does health insurance and reinsurance pose specific
requirements, in relation to other fields such as crop, cattle, or live insurance and
reinsurance?

…..
39. What are the driving forces behind your company’s activity (-ies) in microinsurance (e.g. what do you want to obtain or achieve)?
40. What disadvantages of these activities can you mention with this for
your company?
41. What can micro-insurers receive when they get involved (for example
benefits) with your company?
42. What possible disadvantages would this imply for the micro-insurer?
43. What possible barriers could you identify for stakeholders/reinsurers when
they enter this new market?
…
44. How does your company cope with the large amount of micro- (health)
insurance entities?
45. If answered micro-health insurance entities differ from each other, how
does your company cope with this?
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46. Since (re)insurance is based on (statistical data), is the data necessary
for (re)insuring micro-(health) insurance schemes available?
47. If not, how does your company cope with this low availability
and/or amount of data?
48. According to you, what is the market-potential of the business of
micro-health insurance and possibly its reinsurance in India?
49. To what extent do you think this market (both micro-insurance itself,
as well as between reinsurers and micro-insurance schemes) is susceptive
to issues of adverse selection?
50. How does your company cope with these issues?
51. To what extent do you think this market (both micro-health insurance
itself, as well as between reinsurers and micro-insurance schemes) is
susceptive to issues of moral hazard?
52. How does your company cope with these issues?
53. What role does trust play (i) within the micro-insurance schemes (ii)
between potential reinsurers and micro-health insurers and what
implications does this have?
54. Concerning the structure of the (reinsurance) activities of your
company, are the operations direct and locally or does your company
make use of partners and agents?
55. To what extent does your company see India as a new attractive
business market?
56. To what extent does your company see micro-(health) insurance as a
new attractive line of business?

149

…
57. What level of importance does micro-insurance receive within the
overall operations of your company?
58. To what extent are your company’s (reinsurance) contracts with micro(health) insurance entities (in India) conform market-conditions, for
example with respect to commissions, preconditions to be met (premiums,
premium-to-liability ratio, contribution ratio, etc. in comparison to other
closed reinsurance contracts), the services which are afforded “normally”
and with micro-(health) insurance schemes, or possible investments?
…
59. In your opinion, are the general business risks and benefits equally
divided between the reinsurer and micro-insurer?
60. How does this translate in practice, for example with respect to
the deductibles in contracts for micro-insurers?
61. How is the level of communication/coordination between
stakeholders/reinsurers and micro-insurers when closing the contract and
throughout the length of the contract?
62. To what extent can all the demands and needs of micro-health insurers
be met in and incorporated into the design of the (reinsurance) contracts?
63. Concerning the contracts and structure of the (reinsurance)
arrangements, are there possibilities for profits?
64. For which stakeholder(s)?
65. Which designs or procedures are generally chosen for handling
the occurred profits and losses?
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66. With respect to the time-scope of your company’s (reinsurance)
activities, would you consider these longer or shorter than your “normal”
(reinsurance) activities?
67. Does your company show a general pattern or procedure in their
(reinsurance) activities with micro-insurers, for example with respect to
the used contracts?
68. Are there any other considerations you can think of why a
stakeholder/reinsurer would not explore the business of micro-(health)
insurance?
Extra: To what extent are the questions posed above different for health
insurance and reinsurance in relation to other fields such as crop, cattle or live?

…..
69. Do you consider your company’s activities as one of a kind or do you see
similarities with other stakeholders/reinsurers?
70. How is the level of communication or maybe even coordination between your
company and other stakeholders/reinsurers active in this line of business?
71. Based on the previous two questions, is there a need to cooperate with
other stakeholders on reinsuring micro-insurance schemes?
72. In what format should this cooperation be molded?
73. To what extent would you consider this possible?
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74. What do you think is needed for the market of micro-health-insurance to
further develop (e.g. for more reinsurers to offer their services to micro-insurers)?
75. How should this development be further constructed, for example with
respect to partners, models, scale, etc.?
(For example, multiple scenario’s based on various underlying methods have been
suggested, among which further pooling arrangements, reciprocal arrangements ,
subsidies, etc. )

76. Could you elaborate further on the general characteristics this would
involve, perhaps on:
-

the main parties in the contract

-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

the objectives of the contract

-

investments

-

the process of how the contract is developed and closed
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77. How would this benefit the primary micro-insurers?
78. What barriers would such a model face when being developed?
79. Do you have any further thoughts on the specifics of this development?
80. According to you, what are the advantages en disadvantages of a
model as such for the relevant stakeholders?
81. What is the likeliness of the micro-health insurance field in India
developing in this direction?

82. Which other relevant methods can you think of in relation to resolving these
issues and the weaknesses you mentioned for micro-insurers and to what extent
can these contribute to opening up the (reinsurance) market for micro-health
insurance?

83. To what extent would a generic model be developable, in which the microinsurers can overcome barriers in their stability, sustainability and growth, for
example through a generic reinsurance model or form?

84. Do you have any thoughts on how this generic model should be
designed?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, etc. in your answer.

85. Could you elaborate further on the general characteristics this would
involve, perhaps on:
-

any cooperative partners in the arrangement

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage
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-

the services offered

-

the longevity/time-scope of the contracts

-

investments

-

the process of how the contract is developed and closed

86. If applicable, what advantages and disadvantages would this entail for
the relevant stakeholders?
87. If applicable, what is the likeliness of the development and
incorporation of a model as such in the current reinsurance field of microhealth insurance entities?

88. Do any other models, ideas, thoughts, suggestions spring to mind relating to
these issues of micro-insurance and possibly its reinsurance?
89. With the previous questions in mind, in which direction do you see your
company develop in the field of micro-health insurance?
90. In which direction do you think your company or the entire industry
should develop?
…..
91. Do you have any suggestions for improving this questionnaire?
92. Would you recommend other relevant participants for this questionnaire?

Thank you for completing this questionnaire. The results will be presented around
the 31st of march, 2011.
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The proceeding section, for respondents who
perceived their level of knowledge and experience
in micro-(health) insurance and reinsurance as low
and more specific:

Further proceedings (L M, S R)
Basics
14. According to you, what does micro-insurance and micro-health insurance
entail?
15. Based on your knowledge, experience or imagination, what can you tell
about strengths and weaknesses of micro-insurance schemes in general and
micro-health insurance?
16. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience in the field of
health insurance?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

17. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience about India and its
context with respect to micro-insurance and reinsurance?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

18. Based on your knowledge and experience, how would you describe/define
reinsurance?
19.Please rank the following seven advantages/services of reinsurance according
to relevance for micro-health insurance entities, beginning with the most
relevant:

Assistance with compliance (assistance with the payments of the contributions by the members
Portfolio insurance (when primary insurer withdrawals, reinsurance can take over the entire line of business)
Underwriting expertise (greater expertise in benefit package design, calculation of the contribution level,
improve front office operations and offer outsourcing of back office activities (including claims processing,
contracting, audit, regulatory and compliance assistance)

Stable loss experience (reducing the risk of outliers)
Capacity gains (greater ability to diversify risks through time, products, regions, or people)
Catastrophe risk protection (protection against catastrophic events)
Financial surplus relief (the reinsurer’s capital stock will determine its capacity to accept risk, as well as the
limits of risk retention by the MIU)

Room for clarifications, elaborations, motivations and detailing of the answers supplied

…..
20. What can you tell about the health system in India and the development of
micro-health insurance?
21. What do you think, are the needs of micro-(health) insurance entities (in
India)?
22. Who could help to fulfill these needs and in what way?
23. What are the advantages and disadvantages of these activities for the
relevant stakeholders?
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24. On a scale from A to H, where A is the lowest classification and H the highest,
to what extent do you think stability, sustainability and growth are currently
large issues for micro-(health) insurance entities (in India)?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

25. In your opinion, can you imagine a role for reinsurance in some form or model
in solving issues of sustainability and growth facing the micro-health insurers?

Specifics
26. What activities does your company undertake in the field of micro-insurance
and possibly its reinsurance?
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27. Could you elaborate on the characteristics of the (reinsurance)
contracts offered in general by your company to micro-(health) insurance
entities, with respect to:
xvii)

the main parties in the contract

xviii)

any cooperative partners in the arrangement

xix) the structure of the models
xx) general preconditions
xxi) the specific type or types of contracts (for example excess of loss, stop loss, and
quota share)
xxii)

the content of the coverage

xxiii)

the services offered

xxiv)

the longevity/time-scope of the contracts

xxv)

the objectives of the contract

xxvi)

investments

xxvii)

the process of how the contract is developed and closed

28. Could you elaborate further/more specific on the characteristics of the
(reinsurance) contracts offered by your company to micro-(health)
insurance entities, with respect to:
i) premiums
ii) premium-to-liability ratios
iii) retentions
iv) reinstatements
v) deductibles
vi) commissions
vii) solvency reserves
viii) uncertainty risk probabilities incorporated into design
ix) terms and conditions required of the micro-insurance entity
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29. With respect to these general and specific characteristics, are there
any new advancements, models, procedures, contracts, etc. which are
being developed in your company?
Introduction to question: Several reinsurance structures and models currently exist. The seven
commonly used contracts consist of quota-share, surplus-share, risk excess-of-loss,
catastrophic excess-of-loss, stop-loss, and finite contracts.

30.Which ideas, thoughts, models, contracts of reinsurance for micro-insurance,
has the participant come across upon (perhaps in other companies in the field, in
any line of micro-insurance business)
If possible complemented with method, structure, technical details, characteristics, objectives,
covering what kinds of risks, etc.

31. What services do the different companies offer to micro-health
insurance entities?
32. What type of contracts do these (reinsurance) companies offer?
33. Do these companies close contracts with every micro-insurance
schemes or only with certain types of specific micro-health insurance
entities?
34. What advantages and disadvantages do these activities entail for
i)
ii)

the particular company?
the micro-insurer?

35. Which preconditions have to be satisfied in general before a company
or reinsurer would sign a contract with a micro-health insurer?
For example relating to statistical information relating to risks, Willingness-to-pay,
portfolio size, legality of entity, etc.

36.How are these contracts of the other (reinsurance) companies in
general designed?


premium-to-liability ratio

159











retentions
reinstatements
deductibles
commissions
solvency reserves
uncertainty risks
terms and conditions required of the micro-insurance entity
time scope of such contracts
etc.

37. To what extent do you think flexibility is needed in the field micro-health
insurance entities in India?
(For example with respect to members, objectives, contracts, etc.)

Extra: To what extent does health insurance and its reinsurance pose specific
requirements, in relation to other fields such as crop, cattle, or live insurance and
reinsurance?
…..
38. What are the driving forces behind your company’s activity (-ies) in microinsurance (e.g. what do you want to obtain or achieve)?
39. What disadvantages of these activities can you mention as the
reinsurer for your company?
40. What can micro-insurers receive when they get involved (for example
benefits) with your company?
41. What possible disadvantages would this imply for the micro-insurer?
42. What possible barriers could you identify for stakeholders such as reinsurers
when they enter this new market?
…
43. How does your company cope with the large amount of micro- (health)
insurance entities?
44. Do micro-health insurance entities differ from each other or are
they roughly similar?
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45. If answered they differ, how does your company cope with this?
46. Since (re)insurance is based on (statistical data), is the necessary data
at micro-(health) insurance schemes available?
47. If not, how does your company cope with this low availability
and/or amount of data?
48. According to you, what is the market-potential of the business of
micro-health insurance and its reinsurance in India?

49. To what extent do you think this market (both micro-insurance itself,
as well as between reinsurers and micro-insurance schemes) is susceptive
to issues of adverse selection?
50. How does your company cope with these issues?
51. To what extent do you think this market (both micro-health insurance
itself, as well as between reinsurers and micro-insurance schemes) is
susceptive to issues of moral hazard?
52. How does your company cope with these issues?
53. What role does trust play (i) within the micro-insurance schemes (ii)
between potential reinsurers and micro-health insurers and what
implications does this have?
54. Concerning the structure of the reinsurance activities of your company,
are the operations direct and locally or does your company make use of
partners and agents?
55. To what extent does your company see India as a new attractive
business market?
56. To what extent does your company see micro-(health) insurance as a
new attractive line of business?
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…
57. What level of importance does micro-insurance receive within the
overall operations of your company?

58. To what extent are your company’s contracts with micro-(health)
insurance entities (in India) conform market-conditions, for example with
respect to commissions, preconditions to be met (premiums, premium-toliability ratio, contribution ratio, etc. in comparison to other closed
reinsurance contracts), the services which are afforded “normally” and
with micro-(health) insurance schemes, or possible investments?
…
59. In your opinion, are the general business risks and benefits equally
divided between the reinsurer and micro-insurer?
60. How does this translate in practice, for example with respect to
the deductibles, percentages of losses as reimbursements, etc. in
contracts for micro-insurers?
61. How is the level of communication/coordination between reinsurers
and micro-insurers when closing the contract and throughout the length of
the contract?
62. To what extent can all the demands and needs of micro-health insurers
be met in and incorporated into the design of the reinsurance contracts?
63. Concerning the contracts and structure of the reinsurance
arrangements, are there possibilities for profits?
64. For which stakeholder(s)?
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65. Which designs or procedures are generally chosen for handling
the occurred profits and losses?
66. With respect to the time-scope of your company’s (reinsurance)
activities, would you consider these longer or shorter than your “normal”
(reinsurance) activities?
67. Does your company show a general pattern or procedure in their
(reinsurance) activities with micro-insurers, for example with respect to
the used contracts?
68. Are there any other considerations you can think of why a (re)insurer would
not explore the activity of reinsuring micro-insurers?
Extra: To what extent are the questions posed above different for health
insurance and reinsurance in relation to other fields such as crop, cattle or live?

…..
69. Do you consider your company’s activities as one of a kind or do you see
similarities with other stakeholders/reinsurers?
70. Should every contract with a micro-insurer contain a unique design
with respect to the reinsurance model or could a certain model function as
standard for every micro-insurer or line of business?
(For example with respect to members, objectives, contracts, etc.)

71. How is the level of communication or maybe even coordination between your
company and other stakeholders/reinsurers active in this line of business?

72. Based on the previous three questions, is there a need to cooperate
with other stakeholders on activities with micro-insurance schemes?
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73. In what format should this cooperation be molded?
74. To what extent would you consider this possible?
75. What do you think is needed for the market of micro-health-insurance to
further develop (e.g. for more reinsurers to offer their services to micro-insurers)?
76. How should this development be further constructed, for example with
respect to partners, models, scale, etc.?
(For example, multiple scenario’s based on various underlying methods have been
suggested, among which further pooling arrangements, reciprocal arrangements ,
subsidies, etc. )

77. Could you elaborate further on the general and specific characteristics
this would involve, perhaps on:
-

the main parties in the contract

-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

the objectives of the contract

-

investments

-

the process of how the contract is developed and closed

-

premiums

-

premium-to-liability ratios

-

retentions

-

reinstatements

-

deductibles

-

commissions

-

solvency reserves
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-

uncertainty risk probabilities incorporated into design

-

terms and conditions required of the micro-insurance entity

78. How would this benefit the primary micro-insurers?
79. What barriers would such a model face when being developed?
80. Do you have any further thoughts on the specifics of this development?
81. According to you, what are the advantages en disadvantages of a
model as such for:
i)

the micro-insurer?

ii)

the non-micro-insurer?

82. What is the likeliness of the micro-health insurance field in India
developing in this direction?

83. Which other relevant methods can you think of in relation to resolving these
issues and the weaknesses you mentioned for micro-insurers and to what extent
can these contribute to opening up the market of micro-health insurance?

84. To what extent would a generic model be developable, in which the microinsurers can overcome barriers in their stability, sustainability and growth, for
example through a generic reinsurance model or form?
85. Do you have any thoughts on how this generic model should be
designed?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, etc. in your answer.

86. Could you elaborate further on the general and specific characteristics
this would involve, perhaps on:
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-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

investments

-

the process of how the contract is developed and closed

-

premiums

-

premium-to-liability ratios

-

retentions

-

reinstatements

-

deductibles

-

commissions

-

solvency reserves

-

uncertainty risk probabilities incorporated into design

-

terms and conditions required of the micro-insurance entity

87. If applicable, what advantages and disadvantages would this entail for
the relevant stakeholders?
88. If applicable, what is the likeliness of the development and
incorporation of a model as such in the current reinsurance field of microhealth insurance entities?
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89. Do any other models, ideas, thoughts, suggestions spring to mind relating to
these issues of micro-insurance and possibly its reinsurance?
90. With the previous questions in mind, in which direction do you see your
company develop in the field of micro-health insurance?
91. In which direction do you think your company or the entire industry
should develop?
.....
92. Do you have any suggestions for improving this questionnaire?
93. Would you recommend other relevant participants for this questionnaire?

Thank you for completing this questionnaire. The results will be presented around
the 31st of march, 2011.
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The proceeding section, for respondents who
perceived their level of knowledge and experience
in micro-(health) insurance and reinsurance as high
and more specific:

Further proceedings (H M; S R)
Basics
14. On which field of micro-insurance is your level of knowledge and experience
based upon?
15.Based on your knowledge and experience, how would you define microinsurance and micro-health insurance?
16. According to you, for what reason should micro-insurance in general and
micro-health insurance be installed in low- and middle-income countries like
India?
17. Which part of the population do you qualify as the primary targetpopulation?
(For example, high, middle or low income, entrepreneurs, farmers, certain type of enterprises,
communities, urban, rural, etc.)

18. What would you qualify as the primary strengths of micro-insurance schemes
in general and micro-health insurance?
19. What would you qualify as the weaknesses of micro-insurance schemes in
general and micro-health insurance?
20. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience in the field of
health insurance?

{ABCDE FGH }
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Room for clarifications, elaborations, motivations and detailing of the answers supplied

21. On a scale from A to H, where A is the lowest classification and H the highest,
how would you judge your level of knowledge and experience about India and its
context with respect to micro-insurance and reinsurance?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

22. Based on your knowledge and experience, how would you describe/define
reinsurance?
23.Please rank the following seven advantages/services of reinsurance according
to relevance for micro-health insurance entities, beginning with the most
relevant:

Assistance with compliance (assistance with the payments of the contributions by the members
Portfolio insurance (when primary insurer withdrawals, reinsurance can take over the entire line of business)
Underwriting expertise (greater expertise in benefit package design, calculation of the contribution level,
improve front office operations and offer outsourcing of back office activities (including claims processing,
contracting, audit, regulatory and compliance assistance)

Stable loss experience (reducing the risk of outliers)
Capacity gains (greater ability to diversify risks through time, products, regions, or people)
Catastrophe risk protection (protection against catastrophic events)
Financial surplus relief (the reinsurer’s capital stock will determine its capacity to accept risk, as well as the
limits of risk retention by the MIU)

Room for clarifications, elaborations, motivations and detailing of the answers supplied

…..
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24. What can you tell about the health system in India and the development of
micro-health insurance?
25. What do you think, are the needs of micro-(health) insurance entities (in
India)?
26. Who could help to fulfill these needs and in what way?
27. What are the advantages and disadvantages of these activities for the
relevant stakeholders?

28.On a scale from A to H, where A is the lowest classification and H the highest,
to what extent do you think stability, sustainability and growth are currently
large issues for micro-(health) insurance entities (in India)?

{ABCDE FGH }
Room for clarifications, elaborations, motivations and detailing of the answers supplied

29. Which factors influence the stability, sustainability and growth of microhealth insurance schemes in India?
30. What could be done to make micro-health insurance schemes grow and to
make them more stable and sustainable in India?
31. Which stakeholders could somehow contribute to solving these issues,
locally, regionally, in India, or globally?
32. In what way?
In answer, try to incorporate models, methods, linkages, requirements, preconditions,
etc.

33. In your opinion, can you imagine a role for reinsurance in some form or model
in solving issues of sustainability and growth facing the micro-health insurers?
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Specifics
34. What activities does your company undertake in the field of micro-insurance
and possibly its reinsurance?

35. Do micro-health insurance entities differ from each other or are they roughly
similar?
36. If answered they differ, with what kind(s) of micro-insurance entity(ies) do you have experience with and is there an ideal type or configuration
of micro-insurance scheme?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, benefit package, premium, etc. in
your answer.

37. Could you elaborate on the characteristics of the (reinsurance)
contracts offered in general by your company to micro-(health) insurance
entities, with respect to:
xxviii) the main parties in the contract
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xxix)

any cooperative partners in the arrangement

xxx)

the structure of the models

xxxi)

general preconditions

xxxii) the specific type or types of contracts (for example excess of loss, stop loss, and
quota share)
xxxiii) the content of the coverage
xxxiv) the services offered
xxxv) the longevity/time-scope of the contracts
xxxvi) the objectives of the contract
xxxvii) investments
xxxviii) the process of how the contract is developed and closed

38. Could you elaborate further/more specific on the characteristics of the
(reinsurance) contracts offered by your company to micro-(health)
insurance entities, with respect to:
x) premiums
xi) premium-to-liability ratios
xii) retentions
xiii) reinstatements
xiv) deductibles
xv) commissions
xvi) solvency reserves
xvii)

uncertainty risk probabilities incorporated into design

xviii)

terms and conditions required of the micro-insurance entity

39. With respect to these general and specific characteristics, are there
any new advancements, models, procedures, contracts, etc. which are
being developed in your company?
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Introduction to question: Several reinsurance structures and models currently exist. The seven
commonly used contracts consist of quota-share, surplus-share, risk excess-of-loss,
catastrophic excess-of-loss, stop-loss, and finite contracts.

40. Which ideas, thoughts, models, contracts of reinsurance for micro-insurance,
has the participant come across upon (perhaps in other companies in the field, in
any line of micro-insurance business)
If possible complemented with method, structure, technical details, characteristics, objectives,
covering what kinds of risks, etc.

41. What services do the different relevant reinsurers offer to micro-health
insurance entities?
42. What type of contracts do these reinsurance companies offer?
43. Do these reinsurers close contracts with every micro-insurance
schemes or only with certain types of specific micro-health insurance
entities?
44. What advantages and disadvantages do these activities entail for
i)
ii)

the reinsurer?
the micro-insurer?

45. Which preconditions have to be satisfied in general before a reinsurer
would sign a contract with a micro-health insurer?
For example relating to statistical information relating to risks, Willingness-to-pay,
portfolio size, legality of entity, etc.

46. How are these contracts of the other reinsurance companies in general
designed?











premium-to-liability ratio
retentions
reinstatements
deductibles
commissions
solvency reserves
uncertainty risks
terms and conditions required of the micro-insurance entity
time scope of such contracts
etc.
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47. To what extent do you think flexibility is needed in the field of (reinsuring)
micro-health insurance in India?
(For example with respect to members, objectives, contracts, etc.)

Extra: To what extent does health insurance and reinsurance pose specific
requirements, in relation to other fields such as crop, cattle, or live insurance and
reinsurance?
…..
48. What are the driving forces behind your company’s activity (-ies) in microinsurance (e.g. what are the objectives)?
49. What disadvantages of these activities can you mention with these
activities for your company?
50. What can micro-insurers receive when they get involved (for example
benefits) with your company?
51. What possible disadvantages would this imply for the micro-insurer?
52. What possible barriers could you identify for stakeholders/reinsurers when
they enter this new market?
…
53. How does your company cope with the large amount of micro- (health)
insurance entities?
54. If answered micro-health insurance entities differ from each other, how
does your company cope with this?
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55. Since (re)insurance is based on (statistical data), is the data necessary
for (re)insuring micro-(health) insurance schemes available?
56. If not, how does your company cope with this low availability
and/or amount of data?
57. According to you, what is the market-potential of the business of
micro-health insurance and possibly its reinsurance in India?

58. To what extent do you think this market (both micro-insurance itself,
as well as between reinsurers and micro-insurance schemes) is susceptive
to issues of adverse selection?
59. How does your company cope with these issues?
60. To what extent do you think this market (both micro-health insurance
itself, as well as between reinsurers and micro-insurance schemes) is
susceptive to issues of moral hazard?
61. How does your company cope with these issues?
62. What role does trust play (i) within the micro-insurance schemes (ii)
between potential reinsurers and micro-health insurers and what
implications does this have?
63. Concerning the structure of the (reinsurance) activities of your
company, are the operations direct and locally or does your company
make use of partners and agents?
64. To what extent does your company see India as a new attractive
business market?
65. To what extent does your company see micro-(health) insurance as a
new attractive line of business?
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…
66. What level of importance does micro-insurance receive within the
overall operations of your company?

67. To what extent are your company’s (reinsurance) contracts with micro(health) insurance entities (in India) conform market-conditions, for
example with respect to commissions, preconditions to be met (premiums,
premium-to-liability ratio, contribution ratio, etc. in comparison to other
closed reinsurance contracts), the services which are afforded “normally”
and with micro-(health) insurance schemes, or possible investments?
…
68. In your opinion, are the general business risks and benefits equally
divided between the reinsurer and micro-insurer?
69. How does this translate in practice, for example with respect to
the deductibles, percentages of losses as reimbursements, etc. in
contracts for micro-insurers?
70. How is the level of communication/coordination between
stakeholders/reinsurers and micro-insurers when closing the contract and
throughout the length of the contract?
71. To what extent can all the demands and needs of micro-health insurers
be met in and incorporated into the design of the (reinsurance) contracts?
72. Concerning the contracts and structure of the (reinsurance)
arrangements, are there possibilities for profits?
73. For which stakeholder(s)?
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74. Which designs or procedures are generally chosen for handling
the occurred profits and losses?
75. With respect to the time-scope of your company’s (reinsurance)
activities, would you consider these longer or shorter than your “normal”
(reinsurance) activities?
76. Does your company show a general pattern or procedure in their
(reinsurance) activities with micro-insurers, for example with respect to
the used contracts?
77. Are there any other considerations you can think of why a
stakeholder/reinsurer would not explore the activity of reinsuring micro-insurers?
Extra: To what extent are the questions posed above different for health
insurance and reinsurance in relation to other fields such as crop, cattle or live?

…..
78. Do you consider your company’s activities as one of a kind or do you see
similarities with other stakeholders/reinsurers?
79. Should every contract with a micro-insurer contain a unique design
with respect to the reinsurance model or could a certain model function as
standard for every micro-insurer or line of business?
(For example with respect to members, objectives, contracts, etc.)

80. How is the level of communication or maybe even coordination between your
company and other stakeholders/reinsurers active in this line of business?

81. Based on the previous three questions, is there a need to cooperate
with other stakeholders?
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82. In what format should this cooperation be molded?
83. To what extent would you consider this possible?
84. What do you think is needed for the market of micro-health-insurance to
further develop (e.g. for more reinsurers to offer their services to micro-insurers)?
85. How should this development be further constructed, for example with
respect to partners, models, scale, etc.?
(For example, multiple scenario’s based on various underlying methods have been
suggested, among which further pooling arrangements, reciprocal arrangements ,
subsidies, etc. )

86. Could you elaborate further on the general and specific characteristics
this would involve, perhaps on:
-

the main parties in the contract

-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

the objectives of the contract

-

investments

-

the process of how the contract is developed and closed

-

premiums

-

premium-to-liability ratios

-

retentions

-

reinstatements

-

deductibles

-

commissions

-

solvency reserves
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-

uncertainty risk probabilities incorporated into design

-

terms and conditions required of the micro-insurance entity

87. How would this benefit the primary micro-insurers?
88. What barriers would such a model face when being developed?
89. Do you have any further thoughts on the specifics of this
development?
90. According to you, what are the advantages en disadvantages of a
model as such for:
i)

the non-microinsurer?

ii)

the micro-insurer?

91. What is the likeliness of the micro-health insurance field in India
developing in this direction?

92. Which other relevant methods can you think of in relation to resolving these
issues and the weaknesses you mentioned for micro-insurers and to what extent
can these contribute to opening up the (reinsurance) market for micro-health
insurance?

93. To what extent would a generic model be developable, in which the microinsurers can overcome barriers in their stability, sustainability and growth, for
example through a generic reinsurance model or form?

94. Do you have any thoughts on how this generic model should be
designed?
Try to incorporate aspects such as partners, organizational structures, objectives,
members, management, control, design, servicing, etc. in your answer.
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95. Could you elaborate further on the general and specific characteristics
this would involve, perhaps on:
-

any cooperative partners in the arrangement

-

the structure of the models

-

general preconditions

-

the specific type or types of contracts (for example excess of loss, stop loss, and quota share)

-

the content of the coverage

-

the services offered

-

the longevity/time-scope of the contracts

-

investments

-

the process of how the contract is developed and closed

-

premiums

-

premium-to-liability ratios

-

retentions

-

reinstatements

-

deductibles

-

commissions

-

solvency reserves

-

uncertainty risk probabilities incorporated into design

-

terms and conditions required of the micro-insurance entity

96. If applicable, what advantages and disadvantages would this entail for
the relevant stakeholders?
97. If applicable, what is the likeliness of the development and
incorporation of a model as such in the current reinsurance field of microhealth insurance entities?
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98. Do any other models, ideas, thoughts, suggestions spring to mind relating to
these issues of micro-insurance and possibly its reinsurance?
99. With the previous questions in mind, in which direction do you see your
company develop in the field of micro-health insurance?
100. In which direction do you think your company or the entire industry
should develop?
…..
101. Do you have any suggestions for improving this questionnaire?
102. Would you recommend other relevant participants for this questionnaire?

Thank you for completing this questionnaire. The results will be presented around
the 31st of march, 2011.
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Appendix III: Interview results
(CONFIDENTIAL)
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Appendix IV: Case-study
(CONFIDENTIAL)
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