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Abstract 

	Executive Summary
	UpLift Health is a group of community based insurance mutual funds schemes launched in 2003 by two NGOs with slum dwellers in Pune (Maharashtra - India) with the guidance of Inter Aide.

Gathering more than 2000 families for more than 10,000 members in 2005, these mutual funds support the financial stability as well as the access to quality health care for the urban poor. 

Community based health mutual fund give a practical service regarding emergency hospitalization, access to quality health care as well as health prevention. 

Community based family security fund supports the family in case of death or disability of the income-earning member.

This document gathers our experience outputs in microfinance and includes our methods and best practices, our results as well as our questions when preparing, setting up and running these services.
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Introduction

Along with Micro-insurance, Microfinance activities are extending from microcredit – an income generation tool - to financial risk management activities that participate in stabilizing the income of the poor households.

In India, UpLift India Association member organizations have been running, with the support of Inter Aide, microfinance activities since 2000 in the slums of Pune and Mumbai. 

Concerned by uplifting and strengthening the poor livelihood through integrated services, the question of providing a solution for Health Insurance became an important issue among the partners of the Microcredit services. Since hospitalization and serious health problems were leading to financial crisis in the poor households, we decided to work in that direction.

In 2002, a study started in order to find the best service in case of serious health problem to provide access for the poor to quality health care at affordable price. After analyzing the needs, the available services and other available experiences, we came up with a service called HealthLift Health Mutual Fund for its “partners”
.

· Access to health care is improved for our “partners” because they benefit from referral and guidance services to hospitals where we are ensured they will get an appropriate treatment. On the prevention side, they also benefit from special health check-up camps where they are given advice for their health. 

· Quality of health care is improved through networking with hospitals and community doctors. These tie-ups commit to provide appropriate care to our members. Discussions are held with these partner hospitals, doctors and Indian Medical Association to define a list of quality criteria to be held within a quality care HealthLift charter.

· Affordable price is first attained by going directly to the proper hospital in case of a problem, bypassing the commission rate system. Secondly, by fixing concessional rates with our partner hospitals and doctors. Doctors who tie up with us do not take any commission on the bill of the hospital to which they have referred the patient. Once the patient is ensured to have an affordable bill, for the same quality care, the insurance mechanism then pays most of the bill.

Our Community Based Insurance Funds also include a life insurance scheme, contributing to the family’s financial support in case of death of the income-earning member. It is fully integrated in our microfinance activities: first it guarantees potential credit repayments, but, above all, it contributes to give to the partner more confidence in the future, and encourage him to expand his business.

These two mutual funds have been set up and are run with the idea that solidarity only works with responsibility. The insurance mechanism give people the opportunity to benefit individually from the group’s savings; this solidarity enables people to face risks that they could not overcome individually. Good usage and health consciousness leverage is attained by making the members responsible for the management of the fund. Through the cooperative structure, members have control over their expenses and are responsible for keeping the fund sustainable.

This document intends to provide all information we gathered to design these services.
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Mr. Shantaram Sutar became an Annapurna mutual fund’s member on 23rd April 2003. Few days after that (29th April 2003), Ganesh’s mother rushed to Annapurna’s office (11.30am) and told that she needed   help as her son Ganesh is suffering from ‘Pneumonia’ and their doctor (a private practioner) advised him 5 days hospitalization, which would cost a minimum of Rs. 5000/- which was unaffordable for her family.

At 4.30pm, Annapurna decided to admit Ganesh immediately in Bharati Hospital, Dhankawadi, Pune. (Bharaty Hospital is a member of HealthLift network of hospitals). Ganesh was admitted at 6.00pm and got a good quality treatment there. All the medicines, injectables and investigation facilities (eg. Chest X-ray, blood test) were free. They charged only Rs. 250/- which was hospitalization charge. Ganesh was discharged after complete recovery on 2nd May 2003.

[image: image17.emf]Mr. Satbhai, rickshaw driver lives in warje malwadi slum, in the south of Pune. Only earning member of the family he brings 3000 Rs per month. On 15/10/2003, he had a growing pain in the right lower part of abdomen… This pain becoming accute on Sunday morning he went to a local private doctor who referred him immediately to a private hospital for accute appendicitis. The price proposed : 10,000 Rs. He called then Annapurna to get some guidance and was immediately transferred to Bharati Vidiapeth hospital were he was cured for 2000 Rs only. After the mutual fund claim’s committees’ decision, he will have paid only 400 Rs for this operation, being refunded 1600rs from the fund.

Introduction to Microfinance services as poverty alleviation tools

1.1 Uplifting the livelihood of the Poor

1.1.1 Income sources and risk vulnerability of the poor 

Microfinance proposes to fight three main factors which contribute to worsen the already difficult financial situation of poor families:

· High expenses level due to

· lack of knowledge about the normal cost of living

· inadequate family budget management

· low  negociation skills 

· Low incomes 

· difficulty to access finance

· low education level to get a good job providing a stable income

· high unemployment rate in families, increasing the weight on the earning heads.

In such a context, all the economic actors dealing with the poor take advantage of this situation, worsening it: from small banks and cooperatives, money lenders, selection of the education system, sales men, to employers and dealers.

To protect oneself from risks, savings is a must but once again the difficulty is higher: 

· Incomes are neither regular nor substantial enough. 

· Being regular is more difficult,

· No ways to secure savings or cash savings.

Therefore people either invest in gold jewels as a saving scheme or in tontines to save regularly which is unsafe since groups may break due to fights or escapes. 

To complete the picture, the poor vulnerability to economic, political, and physical hazards is much higher. For the poor and for those just above the poverty line, a drop in income or increase in expense can have a disastrous effect on their already low standards of living. 

Death, sickness, or accident may force to dispose off productive assets or household consumables, which in turn decreases future income and current livelihood. The frequency of losses is also greater for the poor; many are regularly exposed to harsh weather, natural disasters, ﬁre, and theft with limited means of recovery. 

1.1.2 Microfinance & Micro insurance principles for economic and human development

 ‘It’s not people who aren’t credit-worthy. It’s banks that aren’t people-worthy.’ Muhammad Yunus – GRAMEEN Bank
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Non profit microfinance activities usually starts first with productive loans to help people through the financial leverage a small loan provides, when it constitutes a productive asset.

Instead of borrowing from money lenders at rates that prevents from making profits and therefore from expanding the business, productive micro loans helps the poor to start an activity such as vegetable selling, home service, bicycle repair, etc.

When one considers that 83% of non-agricultural employment in India is coming from informal activities, microfinance for productive purpose can be a fantastic leverage tool for development, economical and human effects:

 “Microfinance is much more than simply an income generation tool. By directly empowering poor people, particularly women, it has become one of the key driving mechanisms towards meeting the Millennium Development Goals, specifically the overarching target of halving extreme poverty and hunger by 2015.” Mark Malloch Brown, Administrator of the United Nations Development Programme (UNDP)

As a complementary tool to secure their income and help the poor manage their expenses especially in time of crisis, Microinsurance can help to secure the families’ income.

For an individual, reducing risk through insurance enables credit and savings to be used more productively on income-generating opportunities. With greater resources and a safety net, the borrowers can take on greater risk to generate a higher income and stimulate outside investments. They can also market their products outside of the local market, selling goods at a better price and making a better deal for raw materials. When insured, the policyholder no longer needs to keep his savings in case of hospitalization, fire, theft and death; he can instead invest it in children education. If they make more money and can spend savings on school fees, parents can send their children to school instead of making them work; indeed, a higher level of education leads to better health and better income earning potential, as well as population control. Health insurance provides access to better medical services and a better quality and longer life. 

1.2 Combining various services to stengthen the livelihood of the poor

Since the 1970s pro-poor microﬁnance institutions have been established in the semi-formal sector. Their success has led to the recognition that the poor people can save and want to save. The need to access lump sums in return for affordable payments can be satisfied in the following ways:

· Savings deposit : lump sum in the future from small savings now.

· Loans : lump sum now for saving (repayments) in the future.

· Insurance : lump sum at an unspecified time for series of savings (premiums) now and in the future.

While ideally credits are used to provide a financial leverage to the borrower ‘s business, savings enables to save money for foreseen and unforeseen events to come. 

Savings and credit facilities are insufficient in assisting the poor to overcome unforeseen losses: their beneﬁts are limited to the capacity of the individual to save or make repayments. When bad conditions and their consequences persist for several years such as drought and ﬂoods, then the use of savings as protection is limited. In addition, high risks of illnesses, death and disability of the breadwinner hinder the livelihood, business development and subsequently loans repayments. 

Insurance completes credit and savings services through a solidarity mechanism providing a large support thanks to a large group in case of a very costly but improbable event that would be difficult to overcome alone.

1.3 Savings and insurance Versus Risk prediction.

Insurance being based on a group’s solidarity it is more appropriate for protection against highly unpredictable and costly events, while savings can still be used for more predictable risk. 

So the choice between savings or insurance depends on (1) the degree of uncertainty but also on (2) the size of loss or cost:

The degree of uncertainty of an unplanned event occurring affects a household’s ability to plan an appropriate risk management strategy. An event such as a daughter’s wedding (requiring a dowry) is less uncertain, because the approximate timing is known years in advance and the exact timing is known months in advance, whereas events such as cyclone or floods are highly unpredictable.
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The relative size of loss or cost caused by a risky event affects a household’s ability to maintain their standards of living. The loss or cost can be one-time (e.g., a dowry payment) or ongoing (e.g., loss future income due to a long-term disability). To apply this framework to low-income households, it is important to compare the loss to the household’s income or assets. The bigger the loss relative to a household’s existing assets and future potential income is, the fewer are their alternatives to recover from the loss are, and the more severely the loss will affect the household.

( Savings is more appropriate for low uncertainty and low size of loss or cost.

( Insurance is more useful when the uncertainty and the size of loss increase.

However, events that are too uncertain or too costly may not be insured, such as natural disasters. 

2 UpLift Health Mutual Funds 

2.1 UpLift India Association

UpLift India Association is a group of organizations working together toward the same objective to “Improve and Strengthen the Livelihood of the poorest living in depressed urban area”. The charter signed regroups the following principles:

· Non-profit activities.

· Services to improve the living conditions and quality of life of the poor.

· Accessible for the poorest.

· Professional attitude.

· Apolitical and non religious.

The objective is served through three types of activities:

Microfinance services - Improve income generation for the poorest:
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Micro Credit for small informal businesses creation/expansion 

· Micro Savings to encourage regular and savings 

· Professional (vocational or otherwise) training for the unemployed youth

· Job placement services in the formal sector for the poor unemployed youth

Health Mutual funds, Micro-Insurance and other systems to provide security and income stability to the poorest as well as access to quality health care:

· Micro Insurance for health, life or property, financial protection in the form of Community Based Insurance or Linkages with private Insurance Companies,

· Prevention and awareness in Health related issues,

· Access to quality health care facilities for the poor, 

· Quality improvement and management of the health care facilities.

Family Development Activities 

· Counselling and guiding families and referring them Solutions to existing social services

· Early Childhood Development activities.

Member Organizations and their activities are listed hereunder with their number of branches and their areas of operations.

	UpLift Members
	Location
	# Branches
	Microfinance
	Trainings & Job Placement
	Health & Life Mutual Fund
	Family & Early Childhood Development

	Figures on december 2004 :
	OnGoing Loans
	Placed / Trained People
	HMF / FSF Mbers
	Families followed

	Annapurna Parivar Samwardhan
	Pune
	8
	2197
	112 / 120
	2042/644
	673

	D.I.S.H.A
	Pimpri Chinchwad
	2
	336
	
	
	

	Disha Kendra
	Pune 
	3
	607
	
	
	

	Parvati Swayamrojgar
	Pune
	6
	3313 
	91 / 285
	4763/1516
	723

	Navnirman Samaj Vikas Kendra
	Mumbai 
	4
	1413
	
	
	

	Annapurna Mahila Mandal 

(to be started in 2005)
	Mumbai 
	1
	0
	
	
	

	Swaadhar (to be started in 2005)
	Mumbai
	3
	0
	
	
	

	Swabhimaan
	Financial & Technical Support

	Inter Aide
	


Table 1: UIA Members and Services in 2004

2.2 Mutual Funds Genesis

The history of setting up the Mutual Fund is described here as it happened. In the side textboxes, we added some retrospectively advice that we can give today.

2.2.1 An Emotional Trigger
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In December 2001, one of the Annapurna members had to go for a very expensive heart operation (>100,000 Rs). With a 3000 Rs monthly income, her husband could not face such an expense, but he did everything he could to gather the sufficient funds including selling his working asset: his rickshaw. Annapurna members also contributed to this fund raising and gave some personal donations. After one month the money was gathered and the operation could take place. Unfortunately, his wife passed away after the operation and her husband was left alone, bankrupted. 

After such a shock, Annapurna members felt it was necessary to have some cover against health hazards. They requested Annapurna staff to think about it. 
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Market review

February 2002: Annapurna started to work on this request with Inter Aide technical support.

The women expressed their needs:

· In case of a health crisis of a family member,

· to have access to quality health care…

· …with a solution to finance it…

· …at an affordable rate: around 50 Rs. per year per person.

We reviewed all offers available from the insurance companies. We met United  India Assurance Company, General Insurance Company and they proposed various MediClaim schemes adapted to the groups’ needs. 
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INPUTS

When we gave this feedback to the members, women were concerned by the fact that if they were healthy, there was no way they could get the money back. In a way, there was no financial incentive in remaining healthy.

April 2002: The idea of setting up a community based health insurance system started to grow among Annapurna members. 

2.2.3 Health Mutual funds preparatory steps
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Once this decision was taken, being in a context where the medical care providers are very much available, no specific studies was required on this issue. We concentrated on the actuarial part of the project:

· Defining the field of coverage and benefits with the members

· Conducting a survey to get some information so as to have an idea about a fair pricing of the benefits.

2.2.3.1 Defining the coverage and benefits with the members
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June – December 2002: Keeping the needs expressed in mind, we started to answer the following questions to design the service:

For whom?  How to avoid adverse selection?

Annapurna Members ensured that their family members would join to avoid risks of adverse selection.

For which health problem?  For which services?
In order to provide quality health care, the choice among the Types of health care services was done regarding insurability if to be financed and best reference otherwise: 

· Preventive Care / Education: educational programs about hygiene, food preparation, sport, AIDS prevention, Prenatal Care :

· This part being very necessary for the target population, and having its impact on the financial cost of serious health problems, we chose to include health awareness talks about these subjects in the services.
· Primary Care: Medical exams, consultations, diagnosis of common illnesses and their prescription, assistance with natural childbirth

· Very correlated to behaviour and practices, and very useful at times, these cares are difficult to insure on a sustainable basis at first when it is not the main concern expressed by the members. Keeping in mind that we need to facilitate these services in order to avoid costlier hospitalization cases, we chose to propose at first reference services toward the best health care medical practitioners available within the area. Similarly we decided we would also develop a network of medical practitioners dedicated to our objectives and ready to provide quality health care at fixed and fair rates.
· A specific primary care insurance system could be developed in a second stage.
· Secondary care: necessary surgeries (planned for and emergency), inpatient care at hospitals.

· These types of care are less correlated to behaviour and practices thus easier to insure. We restricted the financial support of the mutual fund insurance to this part of health care. To price this service we decided to carry out a survey.
· Tertiary care: Dental care and surgeries, optical care

· These cares are costly and also depend on behaviour since the subjacent problems are usually bearable and can be disclosed only once insured. Unless emerging during an accident, we decided that these problems would be treated through guidance and thematic health check-up camps provided in the slums.
· Laboratory Tests/examinations: X-rays, sonographies…

· To be financed only when linked with and insured event. The other cases are to be referred only toward network hospitals.
· Medications

· To be financed only when linked with and insured event. 
At which cost? With franchise/sharing proportional system? Time deductibles? Should there be some limits in the financing? Per case? Per year? Per person? 

These questions were answered through the discussions we had with the members.

· The idea is to propose a financially sustainable model for this fund. 

· On a 50 Rs. per person per year contribution basis. 

· People can pay their membership any time but the coverage would start on the first of the month following the payment day + 15 days.

· 80% maximum of the claim amount would be reimbursed.

· A limit per year per person and per family would be applicable to protect the fund.

Which factors to be taken in the premium pricing process: family members? Age? Style of living? Type and place of healing? Other?

In order to assess these questions, we asked the following questions to the members: (answers extracts  in italic)

· Should all the family be insured?

· Yes. Answered the members
· Knowing that older people are much more likely to use the fund, should their premium be the same?

· No. They should pay double.

· This answer was given taking into consideration that young families should not bear all the cost of elder families. This answer will need to evolve through further discussions. We should not have any contribution variation on the age basis.
· Should the alcoholic be insured too?

· Yes. We have to pay for them anyway, but they should pay the double.

· Regarding other addictions or risky behaviours: difficult to ask that much…so far.

· Should pre existing diseases be covered also?

· HIV turning into AIDS, Diabetes declared cases are to be covered by the fund at the declaration time only and then referred to specific organizations afterwards.

· Should the members have the choice of the health place?

· Yes in case of emergency. Case by case repayment for the other cases.

This extract from the discussions held with members showing their clear understanding of the issues of this project. Each question is a learning session in itself and is therefore very important.

Which exclusions and or practices should we consider to protect the community fund?

· Adverse selection: 

· Double premium for the family excluding one or more family members from the scheme.

· Moral Hazard to avoid policyholders who are careless toward their health,

· Exclusion of events when there is a clear risky behaviour from the member. This is to be checked at claim settlement meetings with the co-members participation.

· Over usage of services

· Set up a financial limit per year per person and per family

· Escalating treatment costs

· As much as possible: guidance or reference toward cheaper hospital, and maximum limit per case, or expenses type (e.g. bed charges < =100Rs.).

2.2.3.2 Survey Characteristics of HealthLift target population

In order to have an estimation of the benefits we could give for the premium proposed by the members, and also to know more about potential members’ habits, we conducted a survey in July-August 2002 on two different aspects:

· In the family: information on its behaviour regarding health matters, to know about our potential members’ behaviour and practices,

· Main diseases incidence in the past two years to estimate what are the main costly health problems and their financial burden when considering the target group of households Annapurna and Parvati work with. To review how these households cope with the risks. And thus to assess the need to set up a health financing service;

Survey process

The population targeted was the members of the organizations working with Inter Aide in Pune : Annapurna, and Parvati Swayamrojgar. 

In order to have a proper picture of the situation, a large sample was important and we decided to survey 1000 families.

Sampling

Annapurna was working with 1200 partners on the credit whereas Parvati was working with 1050 partners. We decided to survey 500 families from Annapurna, 400 from Parvati and 100 non-members neighbours.

Since these organizations are working in non homogeneous slums, quotas proportional to the total numbers of families per area were calculated and these families were taken randomly within slums or branches. 

Thus we estimated having a sample representing the population.

Questionnaire Design

As mentioned above, we did two types of questionnaires (cf. survey form, tool box):

I: For each family: 

· General information, including generalities about the family members, professional category of the head of the family, financial means.
· Last year’s pregnancies in the family and the way they were handled, their cost, the way the family paid for it,
· Medical facilities and their behaviour regarding health (waiting period in case of a problem, immunized children, self medication, preventive health care, specialist without reference, trust in medicine, preferred health provider, health provider visited, medication centre used, families health expenditures management, most feared health problem, other financial fears)
· Last year’s deaths study with their cost. (see below)
II For each important disease declared by the family during the past 2 years:

Disease/health problem description, frequency of health cares, types and costs of health expenses.

(see below)

Conducting a survey requires trained manpower. For this survey, we organized a one week training followed by one week of practical training on the field, after which we refined our questionnaires. Within 3 months the survey was over. 

2.2.3.3 Data encoding and Analysis

September 2002: The data was encoded and analyzed primarily on a software called Sphinx. 

Among the data we could obtain:

General information about the population

· The 985 family surveyed represent 4808 persons, which makes an average of 4,88 persons per family.
· 84% of families have between 2 and 7 members.
· In the surveyed population:
· 479 children are less than 5 years old, (0,49 per family);
· 1557 are between 5 and 18 years old, (1,58 per family).
· The average number of children per family is 2,07.
· 796 children are going to school. 
· Estimated population of school age:

· 479*0,6+1557=
1844.4

· In other words an estimated schooling ratio of 43,76%.
· For a sub-sample of 100 persons, we have 30 persons above 50 years (>), and 14 persons above 60 (>). 
· Estimation of 30% over 50 years old per family and 14% over 60 years old.

· In 86,3% of the families, the family head is a man.

· Nearly 50% of the families heads are self-employed (we can add the rickshaws to one of those two categories) (47%).

· 20% have an instable income (daily wages)

· Most of the families (84,4%) have a total income below Rs 6000 per month, and only 5,3% have more than Rs 8000 per month.

· The mean of the total income per family is 3925,25 rupees.

· Family Head Income

	Income
	Percentage

	Less than 1000
	8.5%

	From 1000 to 2000
	25.8%

	From 2000 to 3000
	30.4%

	From 3000 to 4000
	26.0%

	From 4000 to 5000
	4.4%

	From 5000 to 6000
	3.4%

	6000 and more
	1.6%


Table 2: Family Head Income Distribution

· More than 97% of the questioned families are living with less than Rs 2000 per person, per month.

	 
	PCI
	Percentage
	

	Level1
	0 - 200
	1.2%
	

	Level2
	200 - 400
	8.4%
	

	Level3
	400 - 700
	33.5%
	India poverty line (levels 1 to 3)

	Level4
	700 - 1000
	24.8%
	

	Level5
	1000 - 1400
	21.2%
	International poverty line (1 to 5)

	Level6
	1400 - 2000
	8.5%
	

	Level7
	2000 - above
	2.3%
	


Table 3: Income Per Capita Ranges

· An important number (43,1%) of the families are living under the poverty line defined by the Indian Government for urban population, from Level 1 to Level 3.

· Moreover, they are a large majority (89,1%), under the international line of poverty of 1US$ per person per day (Level 1 to Level 5).
Pregnancies study

· On average, the pregnant women are 23,17 years old.

· Each year, 9% of the families have a pregnancy.
	Pregnancy cost
	N° cit
	percentage

	Less than 1000
	81
	46.55%

	From 1000 to 2000
	37
	21.26%

	From 2000 to 4000
	34
	19.54%

	From 4000 to 8000
	15
	8.62%

	From 8000 to 12000
	2
	1.15%

	From 12000 to 16000
	2
	1.15%

	From 16000 to 20000
	1
	0.57%

	From 20000 to 24000
	1
	0.57%

	24000 and more
	1
	0.57%

	TOTAL OBS.
	174
	100%


Table 4:Pregnancies frequencies per cost range
· More than 87% of the families payed less than 4000 rupees for the Medical Assistance with the birth.

	Birth establishment
	Birth Cost

	Priv. Hosp.
	4758.82

	Priv. Clinic
	1860.00

	Govt Hosp
	1549.44

	Health Center
	580.56

	Home
	402.08


Table 5: Birth Costs by Health Care Center type

· One can note 5,9% of caesareans, for a high mean cost Rs 10,850, but this figure hides a big gap between the different cases met: the costs vary from Rs 0 to Rs 25000, for only 10 caesareans…

Health care and behaviour

· 58% of the families take self-medication.

· 97,30% of the families don't take specific preventive care for their health

· When an expensive problem affects a family, 25% of them take a loan to finance it.

Death analysis during the past two years:

	 
	140 deaths

	Sex
	Road Accident
	Other Accident
	Gas/Stove/ Chula acc
	Old Age
	Illness

	M
	17.00%
	3.40%
	 
	30.70%
	45.50%

	F
	3.80%
	 
	5.80%
	42.30%
	48.10%


Table 6: Death Causes and Frequency

· 14% of the families had a member who died within the past two years.

	Funeral cost
	N° cit
	percentage

	Less than 3 000
	27
	19.42%

	From 3 000 to 6 000
	87
	62.59%

	From 6 000 to 9 000
	9
	6.47%

	From 9 000 to 12 000
	13
	9.35%

	From 12 000 to 15 000
	2
	0.01%

	From 15 000 to 18 000
	0
	0.00%

	18000 and more
	1
	0.01%

	TOTAL CIT.
	139
	100%


Table 7: Funeral Cost and Frequency Observed

· 60% of the families paid between 3000 and 6000 rupees for the funeral cost.

Diseases analysis: 782 major health problems were reported by the 1000 families.

	Disease type
	N° cit.
	Percent

	Muscular skeletal Diseases
	135
	11.16%

	Alimentary System Diseases
	119
	9.83%

	Cardiovascular Diseases
	84
	6.94%

	Respiratory Diseases
	69
	5.70%

	Nervous System Problem
	49
	4.05%

	Diseases of Ear, Nose, and Throat
	36
	2.98%

	Infections
	34
	2.81%

	Skin Diseases
	28
	2.31%

	Non-response
	27
	2.23%

	Major Surgery
	26
	2.15%

	Genito-urinary Diseases
	25
	2.07%

	Eye diseases
	25
	2.07%

	Endocrinological Diseases
	24
	1.98%

	Accident/Injuries
	24
	1.98%

	Liver Diseases
	23
	1.90%

	Cancers
	21
	1.74%

	Fracture
	17
	1.40%

	Dental Problems
	16
	1.32%

	Gynaecology
	16
	1.32%

	Minor Surgery
	12
	0.99%

	Psychiatric Diseases
	8
	0.66%

	Allergy
	4
	0.33%

	Blood Diseases
	2
	0.17%

	Drugs Abuse/Addiction
	2
	0.17%

	Nutritional Diseases
	1
	0.08%

	H.I.V. and A.I.D.S.
	1
	0.08%

	TOTAL OBS.
	787
	


Table 8: Health Problem Frequency Observed

	The average cost depending on the type of problem: 
	Total Cost

	Accident/Injuries
	11656.83

	Fracture
	7270.59

	Major Surgery
	5508.31

	Cancers
	5159.29

	Genito-urinary Diseases
	4670.8

	Cardiovascular Diseases
	3934.94

	Liver Diseases
	3835.61

	Blood Diseases
	2975

	Nervous System Problem
	2888.76

	Infections
	2601.62

	Non-response
	1857.93

	Psychiatric Diseases
	1610.63

	Endocrinology Diseases
	1486.88

	Gynecology
	1402.81

	Respiratory Diseases
	1293.28

	Diseases of Ear, Nose, and Throat
	1215.72

	Muscular - skeletal Diseases
	1208.55

	Minor Surgery
	1078.58

	Drugs Abuse/Addiction
	960

	Skin Diseases
	873.21

	H.I.V. and A.I.D.S.
	870

	Alimentary System Diseases
	733.76

	Dental Problems
	669.06

	Eye diseases
	495.16

	Nutritional Diseases
	290

	Allergy
	276.25

	TOTAL
	1697.7


Table 9: Health Problems Average Cost Observed

2.2.4 Health Insurance Product Manufacturing

2.2.4.1 Product defining

We have defined two potential bunches of services to face the 50 Rs. per year per person proposed by the Annapurna members.

· a maximum reimbursement whatever the reason of the hospitalization

· a list of diseases / health problems chosen from the observations, reimbursed with different  maxima

This lead to the pricing of two types of benefits.

Both would be having a co-payment clause reimbursing 80% of the claims up to a maximum amount to be evaluated.

2.2.4.2 Product Pricing

Taking into consideration that the pure premium is equal to the average of the claims:

The methodology consists in simulating how much the families surveyed would have been reimbursed if they had been insured, applying:

· potential exclusions

· an 80% reimbursement 

· up to a maximum amount to be found.

One can do this evaluation by formula or more simply by iteration.

Once this is found, the pure premium is calculated with the formula given above.

Then a security margin is to be added along with administration charges, taking into account a financial return on the premium:

= 50Rs

The whole difficulty here is to set the security margin which depends directly on the variance, and thus on the size of the group to be insured and the risk.  

2.2.4.3 Pricing Revising/Comparing

December 2002: whatever amount found from such an exercise is to be confronted to a market analysis.

In our case we decided to only take into account the main health problem identified during the survey, and we did our evaluation on that basis with an 80% co payment:

	 
	Observed Mean Cost
	Nb of Cases 

(2 years/ 4617 P).
	Observed Probability per person.
	Max Coverage
	Pure 

Premium

	Caesareans
	 10850,00
	10
	0,1083%
	5 000
	5,4

	Paralysis
	 06336,5
	6
	0,0650%
	5 000
	3,2

	Fracture
	 7270,59
	17
	0,1841%
	5 000
	9,2

	Pneumonia
	 6101,50
	6
	0,0650%
	5 000
	3,2

	Major surgery
	 5679,44
	25
	0,2707%
	5 000
	12,3

	Kidney Stone
	 5467,69
	13
	0,1408%
	2 500
	3,5

	Hernia
	 4127,50
	6
	0,0650%
	2 500
	1,6

	Urinary Infection
	 3845,00
	5
	0,0541%
	2 500
	1,4

	Jaundice
	 3767,15
	13
	0,1408%
	2 500
	3,5

	Typhoid
	 3290,00
	8
	0,0866%
	2 500
	2,2

	Malaria
	 001229
	14
	0,1516%
	2 500
	1,5

	 
	 
	 
	 
	Total
	47,0


Table 10: HMF Pricing Table

Doing this evaluation, we took into account the impact of setting up a proper guidance toward cheaper hospitals into the mean costs of the events.

We re estimated the following mean costs and had the correspondent pure premium:

	 
	Observed Mean Cost
	Nbr of Cases 

(2 years/ 4617 P).
	Observed Probability per person.
	Max Coverage
	Pure 

Premium

	Caesareans
	4 000
	10
	0,1083%
	5 000
	3,5

	Paralysis
	3 000
	6
	0,0650%
	5 000
	1,6

	Fracture
	3 000
	17
	0,1841%
	5 000
	4,4

	Pneumonia
	3 500
	6
	0,0650%
	5 000
	1,8

	Major surgery
	3 500
	25
	0,2707%
	5 000
	7,6

	Kidney Stone
	2 500
	13
	0,1408%
	2 500
	2,8

	Hernia
	1 500
	6
	0,0650%
	2 500
	0,8

	Urinary Infection
	2 000
	5
	0,0541%
	2 500
	0,9

	Jaundice
	2 000
	13
	0,1408%
	2 500
	2,3

	Typhoid
	1 000
	8
	0,0866%
	2 500
	0,7

	Malaria
	500
	14
	0,1516%
	2 500
	0,6

	 
	4000
	123
	 
	Total
	26,9


Table 11: Revised HMF PricingTable

Calculating the security margin in this case is difficult since it is based on the standard deviation for each disease covered.

In theory, these diseases frequencies and costs follow various probability distributions which means can be considered as our observation but which standard deviation are difficult to assess.

In practice let us consider only the frequency as a risk, taking into consideration our confidence in maintaining the costs.

We have 123 cases observed in a population of 4 617 people over two years which represent a frequency of hospitalization of 1.33%.

We know that if the frequency increases by 12%, the average frequency reaches 1.49%, and subsequently the pure premium reaches 30.1 Rs which is the solvency limit, taking into consideration that we need 20 Rs (40%) out of the 50Rs to finance the administration of the services.

If we assume: 

· that this frequency can vary with a 0.3%  standard deviation from one year to another,

· that this frequency follow a normal distribution with a mean of 1.33%,

( Taking into account a 30 Rs net premium with a security margin, we have 70% chances to see the hospitalization fund sustainable.

Although an actuarial study for the contribution pricing is necessary, this pricing is of course very imprecise and subject to many reserves.

Indeed, morbidity study is much more complex than mortality study.

· Various criteria can define a disease: here hospitalisation only are covered, but we started to also take into account the necessary Out-patient Department (OPD) instead of In-patient Department (IPD), for instance.

· Hospitalisations have multiple occurrence in a year, with a correlation between one disease and the next.

· Morbidity is over/under evaluated according to group

· Duration of hospitalisation increases the hospital bill; it is also a source of indirect costs for the member, who cannot work during that period. We therefore introduced in 2004 a new benefit: A Rs.50 temporary disability compensation per day spent at hospital (from 3 and up to 15 days)

· Morbidity is not necessarily linked to mortality pattern

· Data is missing for insurance companies in India in general, and even more for NGOs, working in slums, and new structures…

Since the first pricing, the policy has evolved a lot:

· Health Mutual Fund (HMF) not mandatory 

Annapurna started the HMF as a mandatory group insurance. It was the first NGO of the network to launch it, and the Family Security Fund (FSF) did not exist yet. The necessity of having quickly a significant pool of members and the risks of adverse selection guided this decision.

But very soon, people went out of the loan program, in order to avoid this compulsory added expense or were trying to bargain the loan reimbursement against the claim disbursement. Results for HMF and microcredit dropped until the NGO dissociated insurance and credit.

· All hospitalisations covered

Annapurna started the HMF by covering the 11 previously listed most common diseases. Parvati chose the other option, which was to cover all hospitalizations with a same maxima. In 2004, a common agreement was approved, where all hospitalizations are covered, but with different reimbursement maxima.

The list of limitations and exclusions was changed, because all diseases were now covered, and that the existence of a pre-existing disease was more difficult to find out. It was taken care that people can get a hospitalization coverage, even for some long term and chronic diseases such as AIDS, but with the adequate limits, so that expected events are excluded from the insurance benefits. In those cases, services were broadened so that non-insurance benefits could compensate for the absence of monetary indemnity.

· Coverage limits 

It seemed risky not to have a coverage limit per policy and per year. Indeed, the pricing of the HMF scheme does not take into account the dependence between death and disabilities occurring in the same family in the same year, because we have no data about this risk. However, it happens, and, as our pool is small, it was decided that the sustainability of the fund needed to cap the indemnities given for a policy in one year. A market review guided us for that issue. It was decided to have a limit of Rs.5,000 per person per year, transferable to other members of the family.

Coverage limits already existed for claims, but some new limits were decided by expense type. It would be guidelines for claim meetings deciding the amount claimable. It is also a way for us to prepare a chart of good prices with the hospitals tied-up with us.

2.2.4.4 Market analysis

This table provides a comparative study for a given standard family of 2 parents and 2 children.

HealthLift Mutual Fund agreement is compared with Jana Arogya, Universal and Mediclaim policies:

	COMPARATIVE CHART
	Family of 2 parents and 2 children
	

	 
	UpLift Health
	Jana Arogya
	Universal 
	Mediclaim

	Contribution per year per family
	200
	270
	548
	1.070

	Limit per claim
	5000 – 7500 
	5.000 /person
	15.000 /family
	15.000 /person

	Limit per year per family
	20.000 - 30.000
	20.000
	30.000
	60.000

	Fund Raising Support when claim goes above the limit.
	
	
	
	

	Temporary Disability Compensation for Earning Head 
	50
	
	50
	

	Guidance to the best hospital
	
	
	
	

	Free Health Checkup Camps
	
	
	
	

	Free Health Awareness Talks
	
	
	
	

	Agreement Design control
	By partners
	By Insurance company

	Funds management control
	By partners
	By Insurance company

	Claims Settlement control
	By partners
	By Insurance company

	Fund's Balance Profit
	For Partners
	For Insurance Company


Table 12: Health Insurance Comparative ChartProduct description

2.2.4.4.1 Contribution Breakdown

· 40% of the contribution will be deducted for administration cost.

· 60% will be allocated to the partner’s fund managed by the member organization in charge.

This organization might pool part of this fund (<20%) at the HealthLift Federation level with other member organizations in order to be able to face bigger and costlier events. At this level also, the decision regarding the fund will be taken with fund holders representatives.

2.2.4.4.2 Benefits

	Partners benefits
	· Family Health improvement

· Access to health Care 

· Financial stability in case of a health problem

	Benefits Product coverage: 

per person per year
	1: 80% of the claim amount up to 5 000 Rs 

Claims shall be sanctioned by the claim committee:

· provided that the NGO’s Claim ratio is <90%. (Claim ratio at the NGO level over the past 12 months, net of administration costs). 

· provided that the claimant has a good behaviour toward his own health

· provided that the claimant used the guidance services.

In other cases, a proportional deduction ratio can be applied and the claim amount revised. 

	
	Internal Limits 

	
	· Caesarean (Max 5000 Rs)

· Limbs Paralysis (Max 5000 Rs)

· Fracture (Max 5000 Rs)

· Critical Surgery (Max 5000 Rs)

· Any other hospitalisation: Max : 2500 Rs 

	
	2- More than 12 Health Check up Camps and health awareness talks per year.

	
	3- Guidance and reference for any health problem at subsidized rate.

	
	4- Administrative support for any high cost health claim.

	
	5- Additional benefits 

· A family who promoted 3 other families to become partners of the fund gets 50 Rs (or a person’s contribution free) voucher.

· Temporary Disability Compensation for earning head when hospitalized in excess of 3 days up to 15 days during agreement period: 50Rs per day.

	
	6- Renewal Bonus

Accessible only for partners who have paid their full contribution before the expiry of the earlier agreement.

50 Rs or a member fee’s Discount on timely renewal.

	Limitations and exclusions
	· Pre-existing diseases are not covered under section 1

· For Caesarean: waiting period of 9 months.

· For chronic and long-term diseases (such as cancer and Aids) caught after enrolment, only treatment matching guidance can be covered for OPD, and only first treatment for hospitalisation.

· Complex dental surgery other than as a result of an accident

· Cosmetic surgery

· Intentional self-inflicted injury or illness

· Injury or illness arising out of intentional involvement in a riot, civil commotion, affray, or political or illegal act (including imprisonment) or treatment for scientifically recognized, and the involvement’s or treatment’s consequences.

· Alcoholism or drug addiction, and its consequences.

	Eligibility 
	· Recommended by 1 other members, or committee leaders

· Health Cautious people only.

	Pricing 
	·  50 Rs per year per person

· + 50Rs additional for alcoholic person (more than a drink a day)

· + 50Rs additional per person when all the family is not joining 

Contribution is payable once (or in 2 instalments of 50%).

If the contribution is only half paid after the start date of the agreement, then the fund holder is entitled to 30% of the benefits only.


Ex2: 4 family members: if one member is excluded and not covered then 100 rs will be charged per member.Table 13: HMF agreement

This scheme is in place since April 2004, after many discussions taking place between June 2003 and April 2004: a product definition cannot rely only on figures and market analysis.

Therefore many discussions took place with members and within Annapurna and Parvati to reach to this description, 

· based on needs expressed by the members, 

· based on the claims experience of Annapurna members. 

The difficulty is to guide the group toward unemotional decisions, keeping in mind the financial equation.

The reader should notice the additional benefits provided by the funds :

· Health Check Up Camps

· Guidance and reference for any health problem at subsidized rates

· Administrative support for any high cost health claims

in order to achieve our objectives :

· To provide accessibility to quality Health care (financial and non financial)

· To increase the financial stability in case of a Health problem.

· To become health conscious & Improving one’s own health.

We had a lot of discussions regarding the promotion of this scheme.

Most of the staff and people had in mind the insurance mechanism, which proposes only an hypothetical service in case of an unfortunate events.

“Putting money in insurance is a gambling game”, and we have had answers matching this statement: “why losing money…”

On the other hand we have had also many people (usually women!) saying that if they did not get any financial advantage this year, their money has still been useful to others.

Therefore we looked for ways to show to the members and potential members, the usefulness of the money invested in this scheme. Among these, one way has been to provide a guidance facility to the members: the doctor in charge of reviewing the claims within the branches came at specific times to give professional advice to the members (no diagnosis was provided, only guidance).

( we should concentrate more on the training and awareness part for the people using for example a game associated with health problems, their yearly probability to happen and their costs and its impact on the family budget.

2.2.4.4.3 Risks management

· Protecting against Moral Hazard and fraud

To prevent this risk, we use some Loss Exclusions when the event is detected to be anterior to the starting date of the membership. This is possible through the claim analysis by the doctor during claims settlement procedures (cf hereafter). The system of co-payments (20%) and the maximum amount are also there to control these risks.

On the other hand, another control is the group peer pressure applied during the claims settlement committees. Each claim is revised with the group and they are to decide the final settlement. Since some of them are neighbours, fraud and moral hazard is more difficult.

·  Protecting against Adverse Selection: 

For some of the disease we have waiting period, and we exclude pre existing diseases. 

On the other hand, the policy ensures that the whole family joins (the premium doubles for each family member as soon as one of them is excluded)

· Prevention from costs escalating:

We have set up a network of hospitals and health care providers all over the city with whom we negotiated. Even if members don’t have to go to these health care providers, we recommend to groups to use them and at time of claim to calculate the reimbursement on the basis of prices list from network hospitals only. 

2.2.5 Family Security Fund Product Manufacturing

Death risk is a major source of financial instability for the poor. It is also a risk where insurance can be a useful risk-reducing strategy and one of the less complex policies to price and manage.

Annapurna members have been insured via a group insurance policy with LIC (Life Insurnace Corporation of India) since 2000. The experience of this scheme being very much in favour of the insurance company, and comforted with the experience with the HMF scheme, it was decided to launch a death insurance policy in Annapurna and Parvati, along with the Health Mutual Fund. 

2.2.5.1 Defining product

The coverage was designed to ensure financial stability of the family mainly in case of an event happening to the earning head(s), making the family lose definitively its usual income. While the Health Mutual Fund would cover temporary loss of income, this policy would cover permanent losses. 

The policy is therefore mainly a death insurance for the earning head(s). 

But it includes also permanent disability risk coverage, which has similar consequences on the family’s loss of revenue. 

The permanent loss of revenue for the family is triggered by any events happening to the earning head(s), but death or disability of other members of the family have also a permanent impact on the family’s revenue. Although the impact is less, the loss of a secondary revenue, or the charge of a disabled in the family, reduces dramatically the financial means of the family. Children and spouse are therefore covered as well, to a smaller extent. 

After the needs are defined, risks have to be analysed to see how the policy can be built so that supply answering these demands can be offered. A minimum of limitations is therefore introduced for a safe risks management, but these major decisions about the product are followed. The part risks management in the product description details the decisions taken to reduce risks of moral hazard and adverse selection: waiting period, limitations in the definition of disability, exclusions etc.

But, contrary to the Health Mutual Fund, the whole family joining clause to limit adverse selection is impossible to have for this policy. Indeed, there is no financial necessity for a huge lump sum given in case of death of a child in the family. Although costs linked with hospitalisation or funeral have an impact on the family’s revenue, the future loss of income is not significant enough, and the premium would be much too expensive for the members. The policy is then to be given to the earning head(s) only. In order to find another way to limit adverse selection, it was decided to make this policy compulsory for all members taking a loan. This principle of group insurance is also a way to ensure a big pool size. It fills too the absence of a loan insurance. The product is not meant to play the role of loan insurance, but microcredit members is an existing formed group for which the policy could be made compulsory. And until loan insurance is developed, it plays the additional role of limiting the chance for the NGOs to write off loans, or for microcredit group of members to repay a loan which was not theirs.

2.2.5.2 Product Pricing

This pricing is based on actuarial calculations. Obviously, this method has many limits and approximations, above all for a population where the data is very poor. The following results are therefore to be taken very cautiously; they give an approximate idea of the price of such a contribution. All along the calculations, limits will be highlighted. The market review of similar schemes is thus necessary for the pricing of this policy. 

Apart from the wished coverage defined previously, an additional constraint is determinant: the gross contribution is Rs.100 per policy.

As for the HMF policy, 40% of the contribution is attributed to the administration and services costs. The loading allowance per policy is twice bigger as the one of the HMF, but one contract for FSF often covers the whole family, while HMF is an individual policy. This amount was decided arbitrarily, and may vary in time considering different factors:

· Distribution Costs, i.e. the costs of marketing and specifying the terms of the policy are much lower for FSF than for HMF, as this policy is till now a mandatory policy for all loan takers;

· Collection Costs, i.e. the transaction cost of collecting premiums, are lower for the same reason;

· Underwriting Expenses, i.e. the costs of screening applicants, are the same for HMF and FSF;

· Claims Assessment Expenses, i.e. the cost of verifying claims, is slightly lower for FSF

· Other Administration Expenses, i.e. the costs of administrative overhead is common for both policies.

· Services costs depend on the number of members who are offered the services in the family; it has to be cleared, whether camps, guidance etc, are offered to the only policyholder or to the whole family.

Till now, administration and services expenses are not separated into HMF and FSF. Until a precise study is done on that issue, the loading allowance on each FSF policy is Rs.40.

The goal of the following pricing is to determine the monetary benefits that can be provided for a FSF policy, for the defined covered events and for a Rs.60 pure premium. 

An excel pricing tool has been done so that all inputs can be tested and modified; they concern:

· the benefits and the policy details,

· the population distribution pattern (sexwise, agewise…), 

· the mortality table,

· the disability table, 

2.2.5.2.1 Inputs - Benefits and policy details

Benefits are given in case of death (accidental or natural), or in case of permanent disability (total or partial). They are given either to the policyholder, or to his/her spouse or to a child.

Policy details that influence greatly the pure premium are the age requirements and the maximum number of children that can be covered as dependents on a policy.

Other inputs have to be documented: investment interest rate available to the NGO, proportion of families having a second contract for the spouse.

All those basic pieces of information are to be documented on the first sheet of the FSF pricing tool (yellow cells on Table 14: Pricing Tool Inputs and Outputs Sheet)

Calculations are then done according to the population pattern, mortality and disability incidence rates, and results about the premium are given back on that same first sheet:

Table 14: Pricing Tool Inputs and Outputs Sheet

2.2.5.2.2 Inputs - the population distribution pattern (sexwise, agewise…), 

Calculations are based on :

· the death incidence rates
· the disability incidence rates
These probabilities depend on the age and sex of our target population.

Calculations also depend on the relation of the people towards the policyholder, because benefits are different for them. The insured population is thus also divided into policyholders, spouses and children.

The population distribution pattern was obtained from our software HMF population database (Sex, age and relation to policyholder are stored in the related database). 

With Access, it was possible to create a table in Excel, giving the number of persons per sex, per age, and per relation (policyholder, spouse, child). We also counted the children in three different options: all children, the 3 oldest, or the 2 oldest, so that the user can choose to modify the policy and see its consequences on the premium price (Table 15: Compiled database view of the UpLift Health Population).
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Table 15: Compiled database view of the UpLift Health Population

However, this pattern is not perfectly matching our real population since the population choosing an FSF policy is different from the one enrolling for HMF; but dependents on FSF policies are not stored in Syslift. 

As information about spouses and children of the policyholder are essential, we decided to base our pricing study on the HMF population, rather than on the one of FSF. 

But the following graph (Chart 2: Comparison of HMF and FSF Population Agewise and Sexwise) shows that the proportion of policyholders for each sex and each age are very similar between HMF and FSF. Indeed, blue lines (M) are very close one to the other, as well as red and pink ones (F). The population used for the pricing seems to be slightly older, which makes our calculations safer than the reality, although making approximations is a source of uncertainty in the final result.

Chart 2: Comparison of HMF and FSF Population Agewise and Sexwise

Since children and spouse are not appearing as dependents in FSF policies, the number of spouses and children per policyholder was to be estimated separately. Estimated inputs appear on the first sheet, where all inputs are chosen. Estimations come from the field study on the population done before launching HMF.
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Table 16: Estimation of nb of spouse and children per Family head.

Age was another problem to treat in this study: when looking at the data, the real age and the age stored in the database must be very different. When looking at the following graph (Chart 3: Age Pyramid Smoothening), one can see that people are almost all 30, 35 or 40, but that almost none of them are 31, 32, or 43! Whether people do not know their age exactly (ID cards are not widely spread), or whether the field worker filled the forms by guess, the need for smoothing the age is clear. We chose to smooth the age by using a moving average. 
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Chart 3: Age Pyramid Smoothening

Concerning the age, another problem in our data was the absence of children between 0 and 1. But the real insured population includes such babies, and they are important to consider when choosing the minimum age requirement of policy dependents. Very young people have indeed a high mortality rate compared to the rest of the population, and a simulation was necessary to take a decision about excluding them or not. The moving average smoothing the age gave us some information about the number of 0 to 1 year olds. 

Finally, this last figure (Chart 3: Total population for FSF study Agewise, Sexwise, and Relationwise) shows the population distribution pattern, as it is used in the FSF pricing tool. One can remark that female policyholders are much more numerous than males; this is due to Annapurna’s policy to provide microfinance services mainly to women. Different lines concern the children, depending on the user’s choice to include in the policy the two oldest children, the three oldest or all of them.

Limits in the data concern the usage of HMF population instead of the one of FSF, the over representation of women, the approximations in the age documentation. But some other major imprecisions incite us to take the pricing study results carefully:  

· the encoding of the enrolment forms was done with mistakes or omissions; the bigger mistakes were corrected, such as children older than their parents, but many mistakes could not be seen by studying the database; 

· the sample of population is quite small (3405 policyholders)

· no simulation is possible for the age requirements of the policyholder, if the test concerns >60 or <18 persons. Indeed, HMF policy prevents >60 persons to enroll, and number of <18 persons is very small.

Our MIS helped us a lot to have a better image of our population distribution pattern. All the limits presented make us very careful about the results. Nevertheless, the database is closer to our reality than the general Indian population pattern.

2.2.5.2.3 Inputs - the mortality table

Data gathering was quite difficult concerning mortality incidence, sexwise and agewise, for the urban poor of Maharashtra, with differentiated rates for accidental and natural deaths.

As far as the general mortality table is concerned, we used a tool designed by the ILO (International Labour Organisation): the ILO-POP population projection model. This tool is using the UN population projections, published every two years under the title World Population Prospects. In the absence of official national population projections, the ILO-POP model estimates the population by single age and single year and enables the extension of the projection period for up to 120 years. Furthermore, it can make projections under different assumptions than the standard assumptions made by the UN. For our purpose, we used the 2000 Revision of the United Nations World Population Prospects, and gave additional inputs: South Asia region, poor improvement of life expectancy, and life expectancy of 55 and 60 for men and women for the year 1995. The ILO-POP model then returned the mortality tables of 2004, considering an improvement of life expectancy, and the life risks of such regions (AIDS touching males and females at a certain age…). The 55 and 60 life expectancy inputs are the lowest possible for the model, and not too far from what we estimated in our 2002 field study. We have a mortality table close to the one of our population.

Table 17: Mortality table for FSF pricing

2.2.5.2.4 Inputs - the disability table 

Information about disability incidence rate in India is difficult to find. The last national survey was conducted in 1991, and resulted to be poorly reliable for actuarial calculations. Indeed, disability definition is different from one country to another, and from one insurance policy to another.

A comprehensive country-wide sample survey of persons with disabilities was undertaken by National Sample Survey Organisation (NSSO) in its 47th round in 1991 at the request of the Ministry of Welfare. Most of the information concerned disability prevalence; about incidence rate, the survey indicated that

· “The incidence of physical disability (number born or otherwise rendered disabled) in the rural areas of the country was on an average 90 persons per 1,00,000 population during the past one year. The Figure in respect of the urban areas was 83. “

· “The incidence rate, as is the case with prevalence rate, is higher in the case of males than females. There were significant inter-state variations. The rates among males were 99 and 90 in rural and urban India respectively as against 81 and 75 among females in rural and urban areas respectively.”

· “Amongst the visually handicapped, nearly 70 per cent are in the age-group 60+ and less than 3 per cent are in the age group of 0-14. For speech disability, nearly 26 per cent are in 5-14 age group. Nearly 50 per cent of the locomotor disabled and the speech disabled are in the age group 15-59. “

· “After 45 years of age most of the people acquire all kinds of disabilities–visual, hearing, speech, locomotor.”

( Disability rates for 15-44 year olds appear to be very low, especially for women 

Definitions are narrow and vary across surveys. The NSSO survey defined disability as ‘any restriction or lack of abilities to perform an activity in the manner or within the range considered normal for human being’. The definitions used by the NSSO were : 

Visually disabled: 

A person who had no light perception, and also who had light perception but could not count the fingers of a hand correctly (using glasses if ordinarily used) from a distance of three metres in good daylight with both eyes open. 

Hearing disability : 

A person was treated as having hearing disability if he/she could not hear at all or could hear only loud sounds or could hear only shouted words or could hear only when the speaker was sitting in the front, or would usually ask to repeat the words spoken or would like to see the face of the speaker. 

Speech disability : 

Speech disability speech of a person was judged to be disordered if the person’s speech was not understood by the listener, drew attention to the manner in which he/she spoke than to the meaning, and was aesthetically unpleasant. 

Locomotor disability : 

Locomotor disability was defined as the loss or lack of normal ability of an individual to move both himself/herself and /or objects from one place to another. 

For our policy, the incidence rate chosen is based on the number of 90 and 75 for males and females respectively. Rate is lowered for age group 15-29 (85 and 70); rate is increased by 5 for age group 45-59 (95 and 80), and by 10 for 60+ (100 and 85).

Our definition is the following:

“The scheme covers non-pre-existing and permanent disabilities only, among the following: locomotor difficulties (such as paralysis and loss of limbs), seeing (blindness, loss of eyes), hearing and speech difficulties, mental illnesses and handicaps.

Total Permanent Disability (TPD) includes loss of two eyes, or two limbs, or one eye & one limb (100% of sum insured). Partial Permanent Disability includes loss of one eye or one limb (50% of sum insured). In other cases (loss of one finger, ear etc), a proportional deduction ratio can be applied to the Partial Permanent Disability (PPD) indemnity and the claim amount revised.”

Given the NSSO definitions, 20% of the incidence rate is attributed to TPD for our policy, 80% for a PPD.

2.2.5.2.5 Outputs – contribution breakdown: FSF Pricing and its formulas

Given the following variables:


YFSF: claims of the total portfolio (written Y when no confusion is possible)

YHMF: claims of the total portfolio, based on HMF number of policies

Cp,x,s,k: claims of the policyholder of age x and sex s number k

Csp,x,s,k: claims of the spouse of age x and sex s number k, when policyholder too

Csd,x,s,k: claims of the spouse of age x and sex s number k, when dependant

Cc,x,s,k: claims of the child of age x and sex s number k

(Cp,x,s,k) k are considered to be independent identically distributed, as well as (Csp,x,s,k)k, (Csd,x,s,k)k, (Cc,x,s,k)k. 

Thus, Cp,x,s is the law of the (Cp,x,s,k) k
Given the following inputs:


kp,FSF: number of FSF policies (written kp when no confusion is possible)

kp,HMF: number of HMF policies
ns: number of spouses per policy (below 1 because all policyholders are not married)

nc: number of children per policy

p: proportion of families where spouse is policyholder too

i; average investment rate of the NGO.

kp,x,s: number of policyholders of age x and sex s

ks,x,s: number of spouses of age x and sex s

kc,x,s: number of children of age x and sex s
We assume that all families have the same composition in terms of number of policies, i.e. that p is not a variable.

We also assume that all families have the same composition in terms of spouses and children, i.e. that ns and nc are not variables.

YFSF concerns kp,FSF policies. But the calculations are based on the portfolio YHMF, that concerns kp,HMF policies.
Indeed, the population used in the calculations is the one of HMF; but kp,FSF (number of FSF policies) is an input that is independent from the number of policies reported in the population distribution pattern.

kp,HMF (number of HMF policies) depends on the other inputs.
Indeed, kp,HMF (number of HMF policies) depends on the number of HMF policyholders: ∑x ∑s kp,x,s
Apart from the total number of policyholders, the number of policies also depends on the proportion of policies per household. Actually, in each household, there is (1+ p) policy for FSF, when there is only one for HMF. We then have:

kp,HMF = ∑x ∑s kp,x,s x (1+ p)
In order to calculate YHMF, claims for the total portfolio, based on HMF number of policies, we need: 

- the claims per household: Cp + p x Csp + (1-p) x ns x Csd + nc x Cc, which formula is simplified, because the claims of a person in the family is actually not independent from the ones of the other persons in the family; we also assume that in the (1+p) policies per family, the spouse of the additional p% of policy is not covered because he/she is covered already as a policyholder. But those (1+p) policies cover the same children, even if the additional p% of policy could cover other children than the ones accepted as a maximum for the first policy. 
- the number of households: there are as many households as there are policyholders for HMF; but the number of spouses and children in our tables are nor corresponding to the real figures, we then use only the population pattern (the proportion of spouses and children of such age and sex) but the number of spouses and children is then arranged to correspond to the chosen proportion per policyholder (ns and nc inputs)
We have therefore the following formula for the total portfolio, based on HMF number of policies:
YHMF = ∑x ∑s ∑k x Cp,x,s,k+ [ ∑x ∑s ∑k x (p x Csp,x,s,k + (1-p) x ns x Csd,x,s,k) ] x [ ∑x ∑s kp,x,s / ∑x ∑s ks,x,s ] + [ ∑x ∑s ∑k nc x Cc,x,s,k ] x [ ∑x ∑s kp,x,s / ∑x ∑s kc,x,s ]

When taking into account the number of FSF policies, the formula is applicable to calculate the expected average cost for the portfolio and its standard deviation:
E(Y) 
= ( kp,FSF / kp,HMF ) x E(YHMF)

Var(Y) 
= ( kp,FSF / kp,HMF ) x Var(YHMF)

But it would be false to write that Y = ( kp,FSF / kp,HMF ) x YHMF , because the coefficient is there to add the policies of FSF, each policy being a variable. Otherwise, we would be considering the same policy a certain number of times, and the variance formula would be false. 
The expected average cost for the portfolio is:
E(Y) 
= ( kp,FSF / kp,HMF ) x E(YHMF)

= { kp / [ ∑x ∑s kp,x,s x (1+ p)]} x E(YHMF)

= [ kp / (1+ p) ] x [ ∑x ∑s kp,x,s x E(Cp,x,s) / ∑x ∑s kp,x,s + ∑x ∑s ks,x,s x { p x E(Csp,x,s) + (1-p) x ns x E(Csd,x,s)} / ∑x ∑s ks,x,s  + ∑x ∑s kc,x,s x nc x E(Cc,x,s) / ∑x ∑s kc,x,s ]

E(Cp,x,s) is the average cost of a policy holder’s claims, sum of the average cost for a policyholder of accidental death, natural death, and disability (there is here also an approximation, because the different events happening to a person are not independent one from the other).

E(Cp,x,s) = x+1qx,sA x cA + x+1qx,sN x cN + x+1qx,sD x cD 

where 

x+1qx,s: probability of event for a policyholder of sex s and age x in that year



c: insured amount for the event happening to the policyholder



A, N and D superscripts indicate the events of Accidental death, Natural death or Disability

The calculations are similar for the spouse and children.

For the pure premium, we now have to actualise this cost, taking into consideration the investment of the premium until the occurrence of the event, assumed to take place at mid-year:

The expected actualised average cost for the portfolio mY is:
mY = E(Y) / (1+ i)^1/2
When adding
η: security margin coefficient (in %)

Pure premium 
= mY x (1 + η)

2.2.5.2.6 Inputs – security margin

The previous sections were dealing with the average cost of the claims. The last step before getting the pure premium is to add the security margin, i.e. to add the margin of error for the total claims in the year due to variance in the result.

It is very important for us because of the small pool we have, with no reinsurance, and because of all the approximations we had to do with in the calculations. Variance is then big and increases the premium a lot.

Depending on the accepted ruin likelihood (RL) that is accepted for a year, we get the necessary security margin to be added to the average cost. 

Where

Res: reserves



PPY: pure premium of the portfolio



σY: standard deviation of Y



Φ: standard normal cumulative distribution of a N(0;1)
RL
= Proba( Y ≥ Res + PPY)
= Proba{ ( Y- mY ) / σY ≥ (Res + η x mY) / σY }
= 1 – Φ{ ( Res + η x mY) / σY }

In these formulas, investments are neglected. 

We also suppose that ( Y- mY ) / σY is a N(0;1) because of the law of large numbers (applicable because kp = 3000).
RL then depends on the security coefficient β = (Res + η x mY) / σY
We know Res (documented as an input).

mY and σY are calculated from the other inputs.
Thus, given RL, η can be estimated.

We saw how to calculate mY, here are the details for the calculation of σY:
Var(Y) 
= ( kp,FSF / kp,HMF ) x Var(YHMF)

= { kp / [ ∑x ∑s kp,x,s x (1+ p)]} x Var(YHMF)
= [ kp / (1+ p) ] x [ ∑x ∑s kp,x,s x Var(Cp,x,s) / ∑x ∑s kp,x,s + ∑x ∑s ks,x,s x {p^2 x Var(Csp,x,s) + (1-p)^2 x ns^2 x Var(Csd,x,s)} / ∑x ∑s ks,x,s  + ∑x ∑s kc,x,s x nc^2 x Var(Cc,x,s) / ∑x ∑s kc,x,s ]

(Cp,x,s), (Csp,x,s), (Csd,x,s), (Cc,x,s).  are considered to be independent one to the other, but they are not in reality; for instance, a road accident could happen with several members aboard the bus.
Var(Cp,x,s)
= E(Cp,x,s^2) – E(Cp,x,s) ^2

= (qA x cA^2 + qN x cN^2 + qD x cD^2) – (qA x cA + qN x cN + qD x cD)^2

= qA x (1-qA) x cA^2 + qN x (1-qN) x cN^2 + qD x (1-qD) x cD^2 –2 x qA x qN x cA x cN - 2 x qA x qD x cA x cD - 2 x qD x qN x cD x cN 

To simplify the writing, x+1qx,s has been replaced by q.
The double terms could have been neglected, as the different events could be considered as independent.

We now have the standard deviation of Y as Var(Y) = σY^2
Given a limit of accepted RL, a minimum value for η is given. See our tool: 
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For our policy, given Rs.50,000 reserves and 3000 policies sold the following year, given all other inputs that help calculate mY and σY, the security margin η has to be at least

· 25% for a RL≤ 1%

· 8% for a RL≤ 5%

· 0% for a RL≤ 10% (RL≤ 10% anyway without security margin)

If we decide to accept a 5% RL, the decided security margin could be 20%, that is much more than the 8% advised one, because, apart from the variance calculated, many more sources of variance can occur, which we did not take into account in our simplified calculations, and because of the general imprecisions of all inputs.

Of course, with a higher level of reserves, or a bigger pool kp, the variance is smaller, the necessary security margin η is smaller for a same level of accepted RL, and the premium cheaper.

Example: with the same inputs everywhere but with a reserves level 10% higher we get minimum security margins as follows:
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Table 18: FSF Pricing tool Output with 10% Security Margin
η should be minimum 21%, 4%, or 0% for a RL of 1, 5 or 10%; we then choose a 10% security margin.

We then choose 20% security margin, the total contribution is 100 instead of 92:
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Table 19:FSF Pricing tool Output with 20% Security Margin

This lowering of the premium price is attained without changing the benefits or increasing our accepted risk, but by changing the amount of reserves. And the level of reserves can be attained by reinsurance, or by keeping the profit each year, without sharing it with the members. The reserves still belong to the members in their mutual fund, but the fact of not redistributing gives them the opportunity of having a lower premium each year, and still members possess the same amount of collective savings in the mutual fund (actually the amount of mutual savings increases with its being invested).

This decision of profit sharing mechanism and/or reserves building belongs to the members.

2.2.5.2.7 Pricing of a principal based capital amount:

We intend to propose this cover included within the loan service charges collected, and variable to the loan amount. With the pricing tool the yearly additional interest rate to add is 1,72% per year, which a 0,15% per month added to the monthly charges takes care of insuring the principal borrowed as a capital in case of policy holder’s death or total indemnity. 50% of this amount would be given in case of spouse or children’ event.

2.2.5.2.8 Maximum number of children

Some policies in the market exclude all children, some have a maximum at 2 or 3, and we could imagine to include all of them.

The FSF pricing tool shows that it does not make a huge difference in the premium: +4% for 3 children instead of 2, +8% for all children. But the decision is to keep a maximum of 2 children, because it is not good to always change the policy for a better understanding of the scheme by both the field staff and the members. It is fixed to the earning children or to the 2 older ones, so that girls are not excluded, and for the issue of very young babies.

2.2.5.3 Market analysis

This table provides comparative study for a given standard family of 2 parents and 2 children. UpLift Health Family Security Fund is compared with Janashree and Rajarajeshwari. UpLift Health combination package is compared to Universal Health Insurance.

	COMPARATIVE CHART
	Family of 2 parents and 2 children

	Death and Disability policy
	UpLift Health FSF
	Janashree
	RajaRajeshwari
	Universal

	Contribution per year per family
	100
	100
	64
	548 (health&death)

	Accidental / natural death indemnity
	20.000 / 5.000
	50.000 / 20.000
	25.000 / 
	25.000 / 

	Total / partial permanent disability
	20.000 / 10.000
	50.000 / 25.000
	25.000 / 12.500
	

	Spouse accidental / natural death indemnity
	1.000/ 1.000
	
	25.000 / 
	

	Spouse disability indemnity
	
	
	
	

	Children accidental / natural death indemnity
	1.000
	
	
	

	Children disability indemnity
	
	
	
	

	Rehabilitation help and guidance
	
	
	
	

	Exclusions
	Few
	Numerous
	Numerous
	Numerous

	Agreement Design Control
	By partners
	By Insurance company

	Funds management Control
	By partners
	By Insurance company


	Claims Settlement Control
	By partners
	By Insurance company

	Fund's Balance Profit
	For Partners
	For Insurance Company


Table 22: Comparative chart of FSF policies in the market

2.2.5.4 Product description

2.2.5.4.1 FSF Agreement

The following agreement is in force in 2005 in Parvati and Annapurna:

	Partners’ benefits
	· Financial stability in case of an accident, disability or death

	Pricing 
	Contribution is payable only in a single instalment (in cash or from savings).

The individual option of FSF is particularly meant for partners of the Income Generation Programme who have a compulsory enrolment to FSF for a small loan insurance. The family option is the standard policy for PV. The best security option of FSF is meant for all partners who want a larger family protection against death and disability; the level chosen determines the contribution, the maximum loan available and the indemnities.

	
	Family option: Rs.100 per year (PV)

	Benefits Product coverage: 


	1- Indemnities up to Rs.20, 000
In case of following events happening to main beneficiary:

· Accidental Death: Rs.20,000

· Natural Death: Rs.5,000

Permanent Disability: up to Rs.20,000

	
	Rs.1,000 In case of Accidental / Natural Death happening to the main beneficiary’s spouse or children: 

	
	Coverage limit per policy per year (sum insured): Rs.20,000

	
	Indemnities are given to the policyholder, spouse, children or other specified nominee in the contract.

Accidental Death arises from external causes (road accident, burns, snake bites…), while Natural Death concerns dying from any kind of disease.

The scheme covers non-pre-existing and permanent disabilities only, among the following: locomotor difficulties (such as paralysis and loss of limbs), seeing (blindness, loss of eyes), hearing and speech difficulties, mental illnesses and handicaps.

Total Permanent Disability includes loss of two eyes, or two limbs, or one eye & one limb (100% of sum insured). Partial Permanent Disability includes loss of one eye or one limb (50% of sum insured). In other cases (loss of one finger, ear etc), a proportional deduction ratio can be applied to the Partial permanent disability indemnity and the claim amount revised.
Claims shall be sanctioned by the claim committee:

· provided that the NGO’s Claim ratio is <90%. (Claim ratio at the NGO level over the past 12 months, net of administration costs). 

· provided that the claimant has a good behaviour toward his own health

In other cases, a proportional deduction ratio can be applied and the claim amount revised. 

	
	2- Disability rehabilitation support service: physical (medical care guidance, aids/appliances fundraising administrative support), psychological, social (education) and occupational (vocational training, job placement)

	
	3- More than 12 Health Check up Camps and Health Awareness Talks per year per NGO form the policyholder only.

	
	4- Guidance and Reference for any health problem to Network hospitals and Doctors for quality treatment at subsidized rate for the policyholder only.

	
	5- Administrative support for any high cost treatment.

	
	6- Promotion Additional Benefit: A family who promoted 3 other families to become partners of the fund gets a Rs.50 voucher.

	
	7- Accessible only for partners who have paid their full contribution before the expiry of the earlier agreement.

After ten years without claim for the policy: sum of five years’ contribution paid is reimbursed to the partner subtracting the net of administration costs and net of average claim amount per member adding the accumulated technical interest.

	
	8- FSF Members’ Fund 
Each year’s profit is added to the FSF Reserves. This Fund is granted a technical interest rate (up to 10%, according to HealthLift total investment portfolio performance). It belongs to the FSF members and can be used for not increasing the premium, for higher claims benefits, for additional non-insurance services or as may decide the members.

	Limitation and exclusions
	· Policy start date is the first of month following contribution payment.

· Members having a pre-existing disability or injury are not covered under section 1 for these, but can still enrol for disability rehabilitation service and future claim benefits.

· Pre-existing chronic and long-term diseases (such as cancer, diabetes and Aids Related Complex) are not covered under natural death benefits; however, HIV+ are covered.

· Intentional self-inflicted injury or suicide

· Injury or illness arising out of intentional involvement in a riot, civil commotion, or illegal act

· Alcoholism or drug addiction, and its consequences

· Earthquake or other convulsions of nature, war and nuclear perils.

	Eligibility 
	· Recommended by 1 other members, or committee leaders

· Main beneficiary aged between 18 and 60 years old.

· Dependents aged less than 60 years old, maximum two children (earning children or elder ones)


Table 23: FSF Agreement

2.2.5.4.2 Risks management

· Protecting against Moral Hazard and fraud

For managing this risk we use some loss exclusions when the event is detected to be anterior the start date of the membership. This is possible through the claim analysis by the doctor during claims settlement procedures. Limitations are particularly looked after in the definition of disability.

On the other hand, another control is the group peer pressure applied during the claims settlement committees. Each claim is revised with the group and they are to decide the final settlement. Since some of them are neighbours, fraud and moral hazard is more difficult.

·  Protecting against Adverse Selection: 

For some of the diseases we have a waiting period, and we exclude pre-existing chronic and long-term diseases for the natural death benefits.  

· Protecting from Costs escalating:

Covariant risks are a challenge for the scheme. Earthquake or other convulsions of nature, war and nuclear perils are thus excluded. A reinsurance program may later allow us to include them. 

2.3 Mutual Funds Implementation

This part describes the processes for Health Mutual Fund only, since the Family Security Fund process is much easier to monitor at the time of claim based on documents.

2.3.1 Product Promotion and distribution 

2.3.1.1 Distribution Network used

In order to provide these services in Annapurna, we started to use a specific team of 2 persons  who were promoting on the field, in slums, along with the Microfinance teams. During the same meetings they would promote this new service and propose people to become member, and collect contributions.

This procedure did not work well since after one year, renewing the membership was too difficult for 2 staff.

In Parvati, we started with a procedure built on the branches network itself, giving this product responsibility either 

· to a single person doing only this activity of providing and servicing the Health & Accident Mutual Funds products,

· to all field workers working in this branch as an additional service for their work.

The choice between these two methodologies is yet not easy to do for obvious reasons of an advantage of specialization and quality of information in the first case and general overview and family needs understanding in the second case.

Still, whatever the integration methodology chosen, this front office method works fine and enables to provide other services than microfinance, like micro insurance. 

2.3.1.2 Potential distribution networks to be explored

To promote and communicate this scheme one can think about groups existing in the society as a support like:

· SHGs
 and their federations

· Unions (Rickshaw drivers, scrap businessmen, maidservants…)

· Cooperatives

2.3.1.3 Communication tools

In this respect of transforming our branches as front offices, we started in 2005 to design posters to communicate the procedures to staff and members. (cf tool box 4.2)

Using such tools appears to be more and more necessary to give more weight to employees work as well as quality.

Employees have also a book of pictures (success stories…) along with their procedures to help them when promoting the schemes door to door. 

2.3.1.4 Trainings 

The staff training is a special point of such a project, since the future members’ understanding of the whole schem is based on the staff understanding and capacities to communicate.

We developed and provided to the staff different training modules based on:

· Mutual Funds products and systems

· Procedures: Promotion, Enrolment form

· Answers to Frequently Asked Questions (cf tool box)

These trainings need to be frequently refreshed to ensure a proper level of quality.

Moreover, regarding Health Mutual funds, the Product servicing training part is an important one to build trust among the potential members.

2.3.2 Product servicing

Services include:

· Prevention: Health check up camps and health awareness talks

· Referral and guidance toward the best quality health care provider for any health trouble,

· Reimbursement of 80% of the claim amount up to 5000 Rs

· Administrative Support for higher cost health claim

2.3.2.1 Health Check up Camps and health awareness talks

( Objective: providing prevention and raising awareness

Organized in branches, in the communities, this service is free only for members. Any other person who wants to join must pay a nominal fee (5 to 10 Rs).

Since many doctors are showing interest in this project and propose their help, these health check up camps are not to costly to organize.

One health check up camp along with a health talk is provided in general once every two months in each branch: paediatric check-up, eyes check up, gynaecological check-up, general check-up, dental check-up… 

2.4 Referral and Guidance toward the best quality health care provider

( Objective: providing Quality-price health care
Tie ups have been signed with doctors operating in the neighbourhood of the branches and with hospitals. 
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Figure 1: Map of UpLift Health Network of hospitals
Whenever a member has a health problem, he meets a staff in one of the 12 branches offering this service who provides him proper guidance depending on his problem emergency. 

The idea behind this system is on one side to guide people toward proper health care and on the other side to keep them away from being cheated or simply to pay higher prices to hospitals through the commission that they pay back to doctors.  
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2.4.1.1 Reimbursement of 80% of the claim amount up to 5000 Rs

( Objective: To absorb the financial shock due to a health crisis

The settlement of a claim goes through different stages in order to control the typical insurance risks and to evaluate the proper amount to be reimbursed represented in this chart:


[image: image10]
Administrative support for higher claims

( Objective: To give access to quality health care and absorb the financial shock due to a health crisis.

For costly health problems like heart operations, or any other technical operations we require to have a solution in order to provide access to health care even for the poorest. So far their capacities of payment would not be able to cover such high expenditures, even on a solidarity basis.

Therefore, waiting for a system with a perequation on a larger pool including richer segments of the population with higher contributions, we need here to take advantage of the wealth redistribution systems available in the society.

In India we have different funds available for this purpose (various foundations from government or not) but most of the time it is mainly through an extraordinary support of the hospital or the surgeons in charge of the operation.

2.4.1.2 Trainings

Once again, in servicing the training part is a key factor to success to build trust among the communities in the system:

In UpLift, it includes:

· Claim Settlement 

· Health Checkup Camps organization

· Administrative support

· Referrals and guidance toward health care providers: knowledge of the UpLift network

· Tuberculosis: disease description, transmission, status, diagnosis and symptoms, actual state of information regarding curing, Referral toward local aids specialized offices: DOTS program.

· HIV+ / AIDS: disease description, transmission, status, diagnosis and symptoms, actual state of information regarding curing, Referral toward local aids specialized offices.

· Health trainings provided over a year (by FRCH):

	What is health?

People’s perceptions and of health
	Body mapping 

Body systems and functions

	Nutrition 

Balanced diet
	Malnutrition 

Effect of malnutrition on health

	Epidemiology 
	Record maintenance and observation 

	Respiratory system

Anatomy 

Causes of disease 

History taking

Science and Symptoms 
	Air pollution 

Ventilation 

Importance of oxygen 

	Women and Development
	Community initiative and participation for sustainable development

	Malaria 

Typhoid 

Measles

Rheumatic Fever
	Wound infection 

UTI 

Jaundice 

Puerperal sepsis  

	Digestive system

Organs

Process of digestion
	/Importance of clean water

Purification of water

Sanitation

	Health, Poverty and Gender

Health & Development
	Role of health functionary

	Physiology of blood

Blood pressure

Pulse rate
	Anaemia

Infections transmitted via blood

	Gender and Women’s Health Status
	Changes from adolescence to menopause

	Pregnancy
	Child Health

	Government initiatives for urban health
	Right to information


2.4.2 Human Resources

2.4.2.1 In Annapurna or Parvati

Field staff consists in the branches staff, as a front office staff providing the services along with other services like microfinance or Family development services.
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As a support mission from the NGO head office we find:

· one coordinator supporting the branches technically at the development and service levels,

· one encoder encoding data of each member / policy holder contract in the specific software

The choice between parallel and integrated distribution of microinsurance along with microfinance services is a choice to be done depending on the following criteria:

· New service knowledge absorption capacity from the staff (depends on their actual capacity to handle microfinance)

· Servicing know how present in the organization

· Smoothness of the processes.

2.4.2.2 At the federation level

At the federation level the following staff supports the Member NGOs:

· A Federation Administrator: a doctor in charge of policy making, governance, relation with the Health care providers and activity supervision.

· A Service Coordinator doctor: controls and organizes the proper servicing for claims management, health camps and awareness talks, case follow up.

· A Marketing and Governance Coordinator: ensures that field promotion and enrolment processes are properly going on and that information/claims meetings are properly held.

· A product design and Actuarial Support: an actuary designs and prices the products, Designs technical reporting and provide analysis guidance.

· A Data quality controller train NGO encoders and ensures that data is properly encoded. Provides support in reporting and its analysis.

· A software/ hardware support Coordinator: provides IT technical support and maintenance for the hardware as well as the syslift software.

2.5 UpLift Mutual Funds MIS: SysLift  (tool box 4.8)

This section (tool box 4.8) gives a brief description of our Management Information System, Syslift, specifically designed for organizations working with poor communities through Mutual Fund Insurance activities and to handle health claims.

The design and specifications have been defined by Inter Aide, and the software has been developed by ITB
. The software is still being improved, and the enhancements are done in the same collaborating way. Although the software was created for UpLift, it is left open with user-friendly options, so that other microinsurance units can use it.

The database system used is SQLServer. It compiles all information about partners, policies, claims and organisation of the network of NGOs. 

2.6 Finance and performance management (tool box 4.9)

Financial management of microinsurance activities has to be both efficient and safe. This part on finances therefore details three major points of focus: 

· Activity Reporting

· Chart of accounts used to measure financial performance

· Asset-Liability Management policy to invest and to allocate the financial reserves in different assets

2.6.1 Claims review and assessment (tool box 4.10)

2.7 Data Analysis

The managerial control of UpLift Health services includes much more data analysis than financial figures. Claims study brings a lot of information regarding behaviours, and after a few years public health. More over, insured families data has to be updated, and members’ satisfaction has to be assessed. 

This section looks at our first methods used so far and focus points, as well as some first results.

2.7.1 Claims review and assessment

Out of the 83 claims settled in Annapurna and Parvati, here are figures and trends which show claims management. Although the number of claims may not be significant enough, here are information related to claim cost and structure.

	From April 2004 to February 2005
	AMM
	Parvati
	Total

	Claims settled
	37
	46
	83

	Amount spent by member
	125 502 INR
	107 752 INR
	233 254 INR

	Average amount spent  by member
	3392 INR
	2342 INR
	2810 INR

	Total claim amount disbursed
	56789 INR
	79825 INR
	136614 INR

	Average settled claim
	1535 INR
	1735 INR
	1646 INR

	% HMF coverage
	45%
	74%
	59%


Out of 83 claims settled, health expenses initially supported by the member are 2810 INR, which almost corresponds to an average monthly salary.

This amount is so far disbursed on the hospitalization time from member’s pocket; often borrow from relatives and sometimes from money lenders. They get part of the money back at the claim settlement time 15 days to 1 month after the hospitalization, which is late due to the group based claim settlement system. A ‘cashless procedure’ through network hospitals as well as an ‘emergency loan procedure’ would be implemented by 2005 end to prevent from those situations.

Since April 2004, 233 254 INR have been disbursed from the fund to the partners. The average settled amount corresponds to 1 646 INR, whereas the amount settled in ‘general category’ is 2500 INR according to the policy.

That means that the fund has covered 59% of the total health expenses induced by a claim. The 41% remains a cost for the member because those extra-hospitalization expenses could not be considered by the fund policy.

2.7.1.1 Importance of the network
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The noticeable gap observed between HMF coverage in AMM and Parvati is mainly due to a lack of utilization of network facilities in AMM. 

We observe that the more members get hospitalized in network hospitals, the less is their final bill. Moreover, in those conditions, at the time of claim settlement meeting, committee members are more inclined to allow the maximum level of reimbursement (80%).

Through preventive measures and systematic references to the network facilities, Health Mutual Fund policy will lead to decrease financial burden for members. Cashless system for network hospital only will help people to gain trust in this system.

	
	Annapurna
	Parvati

	Non emergency
	28
	76%
	28
	61%

	emergency cases
	9
	24%
	18
	39%


2.7.2 Claims types

Emergencies level is pretty high in both NGOs. Among those emergencies accidents are domestic failures due to confined housing or road accidents due to expanding traffic in the city. Further study on the illnesses emergencies 

Regarding the illnesses occurred in the fund, it’s premature to raise trends on members’ health’s behaviour.

2.7.2.1  Facilities usage

Out of those 83 claims, 28 (33%) have been treated in network hospitals. There is still a lot of awareness to develop using hospitals from the network.

In case of emergency, there is a difference between attitude of members from Parvati and Annapurna : 47% of the cases in Parvati have used network facilities and 12% low cost hospitals. It can be explained by a closer availability of staff in the communities through branches and mobiles phones. Undoubtedly, Annapurna lacks in network hospitals around the communities. Additional tie-ups will be developed in 2005.

Nevertheless, those behaviours have important consequences in claim settlement as well as member health awareness. 

	Use of network facilities

	

	Decreases health cost

	

	Lowers financial burden on members

	

	Increases fund financial contribution in total health for claim settlement

	

	Provides more satisfaction to members

	

	Increases health consciousness and security provision


2.7.2.2 Outreach of the HMF services in 2004

	
	
	Annapurna
	Parvati
	Total 2004

	References in 2004
	157
	184
	341

	Guidances in 2004
	72
	43
	115

	Amount saved thanks to guidance
	20770 INR
	4270 INR
	25040 INR

	Health check up camps
	30
	23
	53

	Total participants
	2335
	1787
	4122


Apart from claims settlements, HMF policy could also benefit to members through references or guidance provided by the staff. 25,040 INR could be saved by guiding members to appropriate hospitals providing good care and concessions to members according to their socio-economic status.

The regular health check-up camps, organized in the communities in collaboration with network hospitals and volunteer private practitioners, could reach more than 4,000 members in 2004. Those camps are used as a preventive measure to detect acute health disorders. Often introduced by a awareness talks, those camps spread health awareness to the families. 

2.7.3 Insured data on going study

A data analyst has been hired to assess the characteristics of the insurance portfolio against the assumptions, and to identify any significant trends. This is important because shifts in the composition of the insurance pool could dramatically alter the costs.

Data includes:

· Average insured age

· Gender breakdown

· Business types of insured

· Regional indicator (noting where insured are from)

· Number of policies

This information is taken from our MIS Syslift, but also from the family forms that fill in. indeed, most of our members are also partners of microcredit and other activities of the network of NGOs. And a lot of information is then available abot them, squattered among our different services . the integration of our different database is on the way. This way, data analysis is much more efficient, but also the follow-up of each family’s needs for a personal counselling about financial situation and other issues.

2.7.4 Satisfaction of members assessment (see tool box 4.6.)

Renewals have started in June 2004 in Annapurna, in November 2004 in Parvati.

Renewal rate is about 30%, which is quite high for India, where insurance penetration is 10% of the workforce only. For a new program, it is also a good result, knowing that members are not using the benefits as much as they could, where understanding of the product is still light, and for a program that is still in permanent evolution and improving. 

Yet, 30% renewal rate is not satisfactory. The reasons for this low rate is surely linked to the members’ feeling that they do not benefit enough from the available services. This is the major feedback from the field. It concerns both insurance and non-insurance services, and can be improved both by better disseminating the information about the benefits that our members can ask for, and better spreading the word about the benefits actually given.

In order to assess more deeply our members’satisfaction, a renewal questionnaire is given to them at the end of the policy, whether the members decide to renew or not (see tool box 4.6.). We can thus record systematically the reasons for satisfaction or not. This questionnaire also gives us the opportunity to list the services available and remind them to the members, making renewal easier. It is also a way to ask members how they would like the fund to be modified, and increase heir involvement in the fund management.

The renewal questionnaire is not the only tool for us to assess the members’ satisfaction, explain the schemes, and involve them in the funds management. Cluster meetings is still a major source of discussion.

3 Future projects

3.1 Reinsurance

Although there is a provision in the agreements that the reimbursement are provided on the basis of reserve’s availability, UpLift Health Funds face risks concerning the variance of the insurance results.

Mutual societies structure has a lot of advantages for providing microinsurance. However, the main default of such structures is the need for a high reinsurance security, due to their usual smaller pool size. 

Firstly, in case of higher claims than forecasted, it has poor mechanisms of protection, which threatens the funds of bankruptcy or of lost in credibility among the members.

3.1.1 How to increase the pool size

In order to face variance in morbidity and mortality of the insured members, UpLift has prepared some mechanisms that increase the pool of members:

· Expand the pool of members by diversified schemes eager to attract more members

· Expand the UpLift Health services to the other NGOs of the UpLift network and pool a part of each NGO’s fund (co-insurance): 2 more NGOs of the network join UpLift Health in 2006, some other NGOs afterwards, and the UpLift Network is also expanding

· Study possibilities of federating other Indian health and accident related mutual funds (co-insurance)

Secondly, in case of natural calamities and other big risks, the funds would not be bankrupt, because those risks are excluded from the policies. However, it would be more useful for our members to have those risks included in the policies, so that their financial stability is ensured with a minimum of exclusions and limitations. 

In order to hedge more efficiently variance in results, as well as to face big risks, reinsurance is also needed. Anyway, the exact measure of reinsurance needs and the collection of the necessary data for the treaty establishment can be done only in a couple of years; but some possibilities can already be thought of.

3.1.2 What type of reinsurance?

For the Health Mutual Fund, the pricing is mainly based on the comparison to other microinsurers, by market study. The global result then has a big variance. This very risky situation could need a treaty of  stop-loss.

In order to attract more members and diversify their risk profiles, new derivated products with a higher level of coverage and higher contribution could be proposed. 

In order to face the risks introduced by possible much higher claims, an excess treaty could be interesting. For instance, for a policy with no capping per claim and a higher sum insured (Rs.10,000 or 20000?), reinsurance could pay the difference with the normal policy. For a Rs.60 contribution, Rs.30 would go for the claims up to Rs.5000 as before, Rs.20 more for our own made 5XS5, and Rs.10 for reinsurance treaty on a 10XS10 (prices to be priced precisely).

For the Family Security Fund, the pricing is based on more reliable calculations, and the need for reinsurance is less necessary. But the data needed for a fair pricing was still poor and a quote-part treaty could be safe.

3.1.3 Which reinsurer?

Even if the microinsurer has a proper management and a sound pricing, it is not going to easily find a reinsurer ready to do business. Indeed, traditional reinsurers may not be convinced by the potential profitability of microinsurance. Some big insurance companies of the ICMIF federation might be able to respond to this demand, by their better understanding of mutual societies. However, western mutual insurers may not want or be able to answer the specificities of the microinsurance market.

A reinsurance company could be set up by international organisations, in order to respond to this specific market, adapted to the needs of microinsurance mutual funds. A detailed research study has been realised in 2002 by the World Bank and the International Labour Organisation, coordinated by David M. Dror and Alexander S. Preker, Social Re. But the proposed scheme has remained a project, its implementation has not come.

Another possibility for reinsurance could be financial reinsurance. This would not need a reinsurance company, and thus go through the huge capital requirements that make it difficult for the Social Re project to concretise. It would need a financial organisation to price derivative products to be sold on the financial markets. This could be more difficult to price than usual insurance derivatives.

3.2 Property Insurance

Property insurance protects against the damage or loss of personal or business assets. Although nowhere near as difficult as health or disaster insurance, there are three issues that make providing property insurance somewhat complex: 

a) challenges associated with valuing insured assets, 

b) the moral hazard risk that people will not take care of their property if it is insured, and 

c) difficulties associated with verifying claims. The third issue is particularly tricky since policyholders could easily claim than an asset was stolen. It can be expensive for an insurer to set up an administrative system to protect itself against such fraudulent claims.

However, it is under study in UpLift for the following years. Its development will be done simultaneously with the supply of housing loans. On the microcredit side, this project is being studied too.

3.3 A global Risk Management Saving Account.

The creation of a scheme combining recurring savings, automatic payment of UpLift Health contributions and access to an emergency loan is sure. The details of the scheme and the procedures still have to be discussed. This is an example of what we have imagined to combine the three services.

	Partners’ benefits
	· Accumulate UpLift Health contribution amount in cheaper instalments, for new enrolment and for renewal; but benefit from UpLift Health services from start.

· Access an emergency loan for unexpected expenditures not covered by existing UpLift Health schemes, additional to the savings cushion built up.

· Build up long-term savings, useable for the UpLift Health Fixed Deposit.

	Recurring Savings Options
	Recurring Savings Options are monthly savings of Rs.50, 100 or 200.

In specified areas, where people cannot afford the monthly savings installments, (which the NGO has identified as mostly level 1, 2, 3), weekly savings of Rs.15 and Rs.25 additional options are proposed.

	Benefits Product coverage
	1- Health and Life Risk Management

· HMF and FSF services for free 

Before HMF and FSF policies start: Guidance, Administrative Support, Health Check-up Camp, Health Awareness Talks, Disability Rehabilitation support service are provided for free.
· HMF and FSF coverage starts automatically when savings amount is sufficient

Contribution for HMF and FSF is paid automatically from savings as soon as savings amount is sufficient; it is a standardized partial payment method.

               Automatic coverage every year for every member of the family in case of hospitalisation, death or disability.

· Renewal is automatic

Renewal is automatically paid from savings; I just have to sign the renewal agreement. No added cash installment is needed.

· Cashless system

When the balance is enough a cashless elligibility in case of hospitalisation.

	
	2- Emergency Loan for unexpected expenditures

An emergency loan is available for health, death, disability, property claim or in case of any calamity. It is disbursed very fast.

Loan amount is forecasted claim amount, up to Rs. 5000.

Loan recovery periodicity and period of reimbursement is chosen among IGP loan schemes with the Branch Manager.

Processing fees, Interest rate, CBU is the same as normal IGP loan.

But loan release procedure is much faster, to face emergency expenses.

If I am already HMF or FSF member, in case of such a claim, I get money much earlier than usual claim settlement. 

Once claim is settled, loan can be fully reimbursed or partially only, so that I pay less interest.

Or loan can go on, in case settled claim amount does not cover the expenses billed, so that I get twice as much money to face my expenses, as I would have had with HMF or FSF only.

	
	3- Long term savings build up

Long term savings are build up so that members

· can face emergency expenses with a minimum savings cushion

· can enjoy having a big amount of money for any future planned expenses (old age, wedding…)

· can build up the necessary UpLift Health Fixed Deposit for life coverage without any more savings or contribution installments

Savings account is designed to last 5 years, it can be closed before or after however. 

Interest rate is given on total saved at closure of the savings account, depending on savings period and reason for complete withdrawal:

· 5% if complete withdrawal after at least 5 years 

· 5% if complete withdrawal before 5 years to face an emergency risk (health, death, disability, property claim or in case of any calamity)

· 5% if complete withdrawal for transferring the necessary amount to the UpLift Health Fixed Deposit account

· 0% if less than 5 years, for a complete withdrawal not defined as emergency risk event

	
	Partial withdrawals (for school fees for instance) are however possible at anytime without having to close the account and losing the benefits of the interest rate. Those withdrawals are limited by the fact that enough money has to be left in the savings for HMF&FSF renewal.

	Conditions and Limitations
	Conditions for entering the UpLift Health Recurring Savings
· If my family does not have FSF, I fill in the Swasthyapurna enrolment form. I can also join HMF, even if it is not compulsory.

· I decide the monthly savings amount I want to pay: 50, 100 or 200 Rs. (Rs.15 or 25 per week are also available in specified areas)

· I decide with the Field Worker the day and time of the monthly collection, so that I know I will be there and I will have the money for the Field Worker each month this day and this specific time.

· I form a group with other families,

· I give all this information to the Field Worker when filling in the Family form, UpLift Health Recurring Savings form, and Group form.

Conditions for emergency loan

· FSF member

· member of recurring savings scheme (group is formed)

· Minimum savings is 2 monthly or 4 weekly installments.


Table 24: Potential Agreement for a Risk Management Saving Account

Conclusion

Microfinance services offer an alternative to the poor, a credit and a stimulation for a better future in exchange of a value creation and entrepreneurship. Community based insurance are one step ahead in the tools offered to the poor to strengthen their livelihood, recreating through a solidarity system an incentive for a larger responsibility toward their own health, and its betterment.

Together, for the sake of health and not of insurance, CBHI
 members can talk about health and their CBHI is the best system to provide health tips and incentives to improve health behaviours since Health Mutual Funds profits belong to the community.

In the past year, UpLift health schemes has gathered more than 10 000 people in Pune, old and young, men and women together to provide benefits to 83 of them who had accidents or illnesses cured successfully in a proper hospital and with the financial shock absorbed by the fund.

456 members have taken advantage of the guidance services for their health toward the network hospitals and health care providers. 

4122 members attended preventive health care sessions through health check up and awareness camps.

Thanks to this movement a proper access to quality health care from the best hospitals in Pune could be created.

This is only a beginning as the services offered should be extended to more people in Pune.

On the other hand since this system today caters only the secondary health care our next challenge is to extend this service to the primary health care in order to provide a solution to offer quality health care before hospitalization too, with the same spirit of a successful global solidarity based on an individual responsibility.

At last, since today this system is only based on the poorest section of the population, its enlargement toward higher sections of the population will also ensure its sustainability. Therefore another challenge is “how to integrate any citizen with equity in the treatment but with a premium proportional to his wages?”. ESIS was the best basis of it, but managed through a centralised manner without transparency to the users and without community based forum, overusage and fraud prevent this system's success. 

Therefore, more than traditional insurance companies leading to a profit driven health financing system excluding the poorest or the less educated, health mutual funds, a living solidarity system successful and widely used in many other countries (including Muslim countries with their takaful systems) is a serious option to be considered to sustainably insure the masses of India.

Glossary

Adverse Selection: Risk that the insurer underwrites only on the bad risks and that, as a consequence, an unbalanced portfolio is built: claims become more numerous and/or more expensive than what forecasted in an actuarial computation of the policies prices based on a global population sample. 

Covariant risks: Individual Risks are said to be covariant when their pattern of occurrence is the same for a substantial portion of the population. For example, the risk of flood damage in many villages in Bangladesh is covariant because a substantial portion of households are significantly affected when a flood occurs. Risk whose pattern of occurrence varies for each household affected are called idiosyncratic.

Deductible: Parameter of an insurance contract. Amount to be deducted from the first rupee of a claim amount remaining at the charge of the policyholder. This parameter is usually used in accidental insurance as the policy holders have less impact on the amount. Still this parameter can lead to cost escalation by interest of the policy holder to get the maximum advantage of the policy and the service provider.

Time deductible: Parameter of a health insurance contract. Period during which specific claim are not reimbursed at the beginning of the contract. This technique is often used in tertiary care, to prevent policy holders to get insured just before getting their teeth cared or glasses done. It can be used also for typical pre-existing diseases.

Fraud: Risk that policyholders will pretend to have a claim in order to profit of the insurance services. 

Moral Hazard: Risk that policyholders will have undue influence over the occurrence of an insured event. 

Pure Premium: Actuarial concept defining the sum of the probable losses amount divided by the numbers of risks. This average amount of claim per risk represents the pure premium. A security amount is added to this pure premium with charges and profit margin to obtain the commercial premium.

Reinsurance: Insurance mechanism for insurance companies in order to help them in providing their services and remaining sustainable in case of a catastrophe, a higher frequency of claims or an increase of costs.

Standard Deviation: Statistical concept. Square root of the variance. It is calculated with the following formula [image: image13.png]


 where x are the data and n the number of data.

Variance: Statistical concept equivalent to  [image: image14.png]nExt - (Zx)
(1)



 which represents the mean of the square of the distances between
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Lancement et suivi de programmes concrets de développement





�


In a slum of Malwani (North of Mumbai), Pathan, unemployed, took a loan of Rs 2000 from Navnirman Microcredit programme, and started an Ironing business. Intending to expand his business he took a 2nd loan Rs.1700 to buy a proper table. Having some time along this activity, he took a 3rd loan of Rs 4000 to start a cutlery items business. His business being successful, he was able to reimburse the loans before maturity date. 











PRODUCTIVE Expenditures:


Stock / Machine Furniture / Old debts/ Infrastructures




























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































UNPLANNED Expenditures:


Health / Death


Accidents


Widowhood


Calamities
















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































PLANNED Expenditures:


 Festival / Marriage


 House / Education


Old age


Emergency









































































































































































































































































































































































































































































































































































































































































































































































































































































































































Such event is important when considering a mutual fund model in order to have a strong basis to gather the maximum number of people. The whole art is then to be able to use this story in an appropriate way when communicating about the Health Mutual fund.





The trigger of this project is clearly financial, and quality health was not the first objective as such. Therefore, the service offered concerns secondary care and not primary as a public health angle would suggest. After 2 years, the primary care is expressed as a need by the members.





This is strategic to know if one should go by a mutual fund model or a link with an insurer. Today many insurers are ready to consider profit sharing clauses in the contract which keeps a good spirit in the process and ease the operations when insured numbers are small. 





This pricing study was done as a didactic exercise by 2 young student actuaries. A study could have also been done on the basis of public health department information. 





The discussions are essential to have in a mutual fund, and important otherwise in order to establish the best relationship and governance with the members /community. 


These discussions should be as deep as possible in order to ensure the people’s adhesion and understanding to the principles.





We could have been more interested in knowing the willingness to buy an insurance product during this survey, and to confirm how much the people would pay for this service. 





To get most of this information, a survey on a big number of families was not necessary. This could be replaced by group discussions. 





Contacting hospitals and requesting their data would probably have been a more accurate way to evaluate health costs. At the time of the survey this data was not easily available. Although answers variance shows that people’s memory is not accurate, this survey was still useful on one hand to cross-check actual premium proposed by other insurers and for the didactical purpose of such practice.





Frequent policy changes are not wished from a management point of view…but on the other hand a fund is to be spent, and members must keep the right to decide the way it should be spent. The main field work is to guide the group properly toward the best practices. 





An important question was the decision to restrict the policy to accidents or to extend it to disease-related deaths and disabilities. Actually, many policies deal with accidents only, because it leads to a cheaper premium. However, it would not respond totally to the need of our members, who expressed their will to limit as much as possible the list of exclusions and limitations, as it happens often for microinsurance.





The two NGOs chose different strategies to develop the product. Parvati decided to take in charge all roles in delivering the policy: product manufacturing, promotion and servicing. They created the Family Security Fund in November 2003, at the same time as launching the HMF.


Annapurna started to offer this death insurance much before launching the Health Mutual Fund, at a time when its experience in insurance was inexistent. They decided not to risk the mutuality’s funds on this new project, and opted for a partner-agent model, through a link with LIC (Life Insurance Corporation of India). Their Janashree policy was actually quite close to the desired policy and the government subsidised the partnering of LIC with community-based organisations of informal workers by paying half of the contribution. LIC manufactured the policy and paid claims, while promotion, development, servicing was done by Annapurna. Concerning the product design, LIC agreed to adapt the Janashree policy to the members demands: for the same Rs.100 premium, a lesser benefit would be given in the event of disability of the policyholder, but the death of the spouse or the children (up to 2 children) was covered.


After 4 years of partnership with LIC, after seeing the successful launch and development of the FSF in Parvati during one year, and after more experience in insurance with the development of the HMF, Annapurna members chose to develop the FSF by themselves. Since October 2004, Annapurna added the FSF to its microinsurance activities and both organization have merged into the same policy.
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For the differentiation between rates for accidental and natural deaths, we went to the Health Vital Statistics Bureau of Maharashtra. It could provide us with the register of medically certified causes of death by age and sex for urban Maharashtra, 1999. More recent studies were not available, nor specific information about Pune or about the poor. However, this data helped us to separate deaths caused by accidents or by diseases. From the total of medically certified causes of death, we withdrew some linked to causes excluded in our policy (suicide, war…). For each 5-year age group, we could then get the proportion of accidental deaths. Linked to the general mortality table, we had mortality tables, sexwise and agewise, for the urban poor of Maharashtra, with differentiated rates for accidental or natural deaths 





Since Parvati launched its FSF policy in March 2003, the relevance of the scheme chosen had to be assessed one year and a half later. The fact that Annapurna decided to provide its own made policy, instead of continuing to partner with LIC also triggered some questions. 


No claim occurred for disabilities. Very few claims were recorded for deaths; analysis of claims is therefore not very significant. But the FSF pricing tool available could help to take decisions for the issues discussed, as well as the market review.





Table � SEQ Table \* ARABIC �21�: FSF Pricing for a Loan Principal Based Capital amount.





Member informs UpLift Health Staff





Member does not inform UpLift Health Staff and goes to hospital directly (they can have the list of the hospitals).





A member has a health crisis





Hospitalization/ Medical Care





Staff refers the member to a network hospital or health medical practitioner.





2- Staff fill in claim form





Health Mutual Fund Claims Committee Meeting provides reimbursement within 7 days





Hospitalization/ Medical Care





5- Group meeting decides about claim approvement/rejection and settlement amount according to the fund’s rules and financial position





1- Member provides all required documents to the staff


Member Family Health Mutual Fund ID Card; Discharge card (including information on reason for admission, date of admission and discharge date); Doctor’s medical reports, (blood tests, X-ray, USG; Doctor’s checking report; Doctor’s prescription of drugs); Bills of drugs purchases; Bills/Receipt of hospital expenses; Receipt for expenses advance.





3- Coordinator checks the file and transfer it to the doctor





4- Doctor checks the validity of the claim and its consistency. Evalutes the amount claimable and provide his/her recommendation for claim settlement.





For distribution we started in Annapurna to use a specific team of 2 persons who were promoting on the field, in slums, along with the Microfinance teams. During the same meetings they would promote this new service and propose people to become member, and collect contributions. This procedure did not work well at the time of, renewing the membership.


In Parvati, we started with a procedure built on the branches network itself giving this product responsibility either to a single person working in the branch doing only this activity of providing and servicing the Health & Accident Mutual Funds products, either to the loan officer as an additional service.





Chart � SEQ Chart \* ARABIC �4�: Organizational Chart





Branch Manager 1





Loan Officer + MF distribution





Loan Officer + MF distribution





Loan Officer + MF distribution





MF Distribution and Servicing Off.





Branches Coordinator





Branch Manager 3





Branch Manager 2





Three types of policies can be handled with this MIS: health, death and property policies.








� We call our members “partners” rather than beneficiaries or clients to reflect their participation and involvement in the activities management.


� Self Help Groups : Now become a generic term to design group of women saving together and borrowing from this common funds. SHG is the main system of microfinance setup in India and is widely established in the rural areas.


� which product iMedOne® is the leading hospital information software product used by over 120 hospitals in Germany. www.itb.com


� Community Based Health Insurance
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