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Executive Summary 
	  
Experts on development have found strong potential in microfinancial products such 

as microcredits and microinsurances, which now have been adapted to the base of the 

pyramid market. In order to be sustainable, these products are created with the 

intention to be innovative and at a low cost.  At the same time they should function as 

a tool to favor disadvantaged groups such as women. 

In this thesis, we present how organizations such as CODESPA and ADOPEM search 

for partners to unify their capabilities in order to achieve a greater impact on 

disadvantaged groups. At the same time, we also discuss how private companies want 

to make partnerships with such organizations part of their CSR program. This with 

the purpose of unifying resources and benefit each other. 

Moreover, we study how these organizations are carefully working on developing 

microfinancial products that may help create development for disadvantaged groups. 

CODESPA’s and ADOPEM’s years of experience allow them to know how to 

approach disadvantaged groups in a successful manner. 

In order to describe and analyze how these organizations are working on 

socioeconomic development, we present a case study from the Dominican Republic. 

The case shows how these organizations have been putting their efforts in searching 

for solutions to catalyze development and, at the same time, improve the effectiveness 

of the services they offer. In particular, the case we analyze focuses on how to design 

and implement a microinsurance product that may help poor Dominican entrepreneurs 

to make better use of the loans they have been granted. 

Our contribution is the development of a new theoretical framework that assesses how 

microinsurance could help alleviate the critics of microfinance and in particular, of 

microcredits. Furthermore, we also assess how the product described in our case – life 

microinsurance – could be improved in order to respond to the weaknesses pointed 

out by the critics.  
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By doing this, we arrive to one of our main findings, which suggest that MIF should 

focus on designing more social focused products such as health insurance to deliver a 

greater value to small Dominican entrepreneurs and borrowers. 

 

List of Abbreviations 
	  
ADOPEM: Asociación Dominicana para el Desarrollo de la Mujer (Dominican 

association for Women Development) 

BOP: Base of the Pyramid 
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CSR: Corporate Social Responsibility 

DC: Developing Countries 

DR: Dominican Republic 

HMI: Health Microinsurance 

ILO: International Labor Organization 

MC: Microcredit 

MI: Microinsurance 

MFI: Microfinance 

MFIs: Microfinance Institutions 

ME: Microenterprises 

MNC: Multinational Corporation 

PACE: Product, Access, Cost, and Experience 

SC: Social Capital 
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1. Introduction 
	  
Since Nobel Peace Prize recipient Muhammad Yunus introduced the methodologies 

of microfinance (MFI) in 1976 as a tool to fight poverty in developing countries (DC), 

his arguments have captured the attention of many experts on the field of 

development that search for the best path to eradicate poverty. 

Women are one of the most vulnerable groups as they are usually more exposed to 

social economic challenges in the societies they live in. Thus, they have been the 

focus of different organizations that believe that women entrepreneurs are an 

important pillar in the development of societies. 

ADOPEM it is a Dominican organization for women development. It started as a non-

government organization (NGO) with the mission to help women to be the agents of 

their own development. Seven years ago ADOPEM started acting as a MFI to offer 

financial resources to low-income population. 

ADOPEM with the help of other organizations such as NGO CODESPA try to focus 

on different necessities that vulnerable groups have to face everyday. Therefore, they 

believe that through the right micro financial approach they can catalyze development 

and social and financial inclusion among marginalized people (CODESPA, 2010). 

However, it is not the aim of this thesis to assess whether MIF – microcredits(MC) in 

particular- is an effective tool for poverty reduction, but to identify the criticisms and 

the weaknesses of MC and see if microinsurance(MI) –a relatively new MFI product- 

could improve the effectiveness of MCs and alleviate any of its pitfalls. 

To do so, we have analyzed a specific case in the Dominican Republic (DR) where 

ADOPEM in collaboration with CODESPA implemented a life MI scheme. Such 

project aims at improving the effectiveness of the financial services that the MFI offer 

to its scarce resource clients and it is the second that they implement. ADOPEM is 

currently developing a third MI project in DR with the same partner but this time they 
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have seek for collaboration of Spanish insurance company DKV, which has some 

previous expertise in developing insurance for low income people in DC. 

In order to understand the motives of both profit and non-profit organizations to 

embark on a developing oriented project, we assess the most relevant literature about 

Base of the Pyramid (BOP) and Corporate Social Responsibility (CSR).  

This is with the purpose of analyzing how such institutions are interested in 

promoting socioeconomic development and how they are willing to make alliances 

with the intention to unify their capabilities in order to produce better outcomes. 

Besides assessing the literature on MFI and MI applied to a specific case, we intent to 

contribute with a new theoretical framework that includes criticisms of different 

academics to MC and includes suggestions to address each of such criticisms by 

means of MI. 

Following the structure of this theoretical framework we have analyzed the MI of our 

case to see how it could contribute to improve MC’s effectiveness. In addition, and 

based on the literature we have reviewed, we suggest some variations that we believe 

could better achieve the desired outcome of MIF, namely to fight poverty. 

Although we take as a point of departure a MI in DR, the theoretical framework may 

be applied to the majority of DC. Yet, for the analysis it is very important to set a 

context and therefore, the findings will be only applicable to countries with similar 

socioeconomics features. 
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2. Methodology 
	  
In this part we describe our research approach in which we include a research 

philosophy and a description of the methods we chose for conducting our study. 

At the same time, we define our research question that guided us to conduct this 

master thesis research. 

 

2.1 Research Question 
How could micro insurance help alleviate the pitfalls of MFI? 

 

2.2 Research Philosophy 
After defining our question we can focus in designing our research philosophy of this 

thesis, which is based on the empirical and theoretical framework presented here.  

The research approach of this thesis surge from positivism since we included theories 

that allowed us to test and analyze the data we collected through objectivism to finally 

conclude on a social phenomenon within the literature of MI. Thus, this thesis has a 

positivistic research approach as we use a theoretical framework for analyzing our 

data collected through the theories we have chosen. 

Knowledge is based on real facts. However, we assume epistemologically that the 

knowledge we obtain from the data is valid only if it is based on observations of 

external reality (Easterby-Smith et al, 2008). 

However, our analysis is not entirely positivistic since it also has constructivist 

characteristics. Thus, we also wanted to find out if MI ontologically could mitigate 

the critics of MCs and how this is applicable to the nature of the population we are 

studying (Pedersen, 2008). 

In this case, we analyzed and we observed real cases, to see if MI could help mitigate 

the critics of MFI. Thus, the analysis and conclusions are based on the experiences of 
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ADOPEM and CODESPA within the field of MI in Dominican Republic (DR), which 

describe what we have observed, as well as the constructions and meanings this topic 

bring to the participants (Cresswell, 2008).  

Moreover, we chose case study research as it helps understanding a social phenomena 

and it allowed us to retain the holistic and meaningful characteristics of real events 

within the field of MI (Yin, 2009). 

 

2.3  Research approach 
Our research question has been a guide for choosing our research approach as it 

guides us to clarify how and why the definition and construct validation for our 

research is conducted (Eisenhardt, 1989). Thus, we chose a case study as a method, 

given that we are answering the why and how of the problem. Our research question 

also allowed us to focus on contemporary events that answer the why and how of this 

problem (Yin, 2009). 

This research also has instrumental characteristics. According to Stake (1995) an 

instrumental case helps to understand something in a particular manner and to refine a 

theory. In our situation, we use an instrumental case when we assed the theories about 

MFI and MI. The case will also have a supportive role in the research facilitating our 

understanding of our problem research (Stake 1995 in Baxtern and Jack, 2008). 

The propositions suggested by Baxter and Jack (2008) helped us with placing limits to 

the scope of this thesis with increasing the feasibility for completing the project. One 

of these propositions is the fact that we are already assuming the importance of MIs 

when a microloan is disbursed. 

Moreover, our type of research is explanatory because the question deals with 

operational links that explain the contribution of MI and the impact on this case. At 

the same time, this thesis attempts to show observable changes that have been 

occurring in the field of MIs and in the particular decisions that ADOPEM has taken 

to work with a determinate type of insurance. 

In the first phase of our thesis, we chose the theoretical framework we are basing our 

project on. We also considered the theories of MI and the BOP of great value for our 

project. MI is a relatively new product that aims to approach a BOP market, thus, the 

importance of the advantages and critics of BOP theories. 
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The first part also consists of an introductory description. This thesis has a descriptive 

approach in which we present the case we are analyzing.  

To conclude what kind of insurance could deliver more value to MFI, we made an 

assessment about the academic literature of MCs and MI, in order to study the types 

of MI and to learn how it could contribute to alleviating the pitfalls of MFI. 

After analyzing these theories, we realized that our theoretical framework was 

composed of different approaches that lead us to create ideas for a new framework, 

which surged from our own conclusions of the data collected (Saunders, 2007). 

Gray (2009) has argued that inductive and deductive approach are not mutually 

exclusive, therefore, we applied them in our study since the combination of both can 

be used at the same time.  Thus, after collecting the empirical data we took the 

abduction approach starting with an inductive strategy because this allowed us to 

identify what lies behind what has been observed and analyzed  (Pedersen, 2008). 

By testing a theory through prediction and explanation, using an inductive approach, 

we try to get as close to reality as possible. Thus, we explain our theoretical 

framework by observation and systematization of data, creating our new theoretical 

framework (ibid). 

Nevertheless, abduction approach means that we also have deductive characteristics 

that contribute with new ideas for a new theoretical framework. 

 

The next graphic attempts to illustrate our research process by describing the 

development of our work. 
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Figure nº1. Research process 

 
Source: own illustration 

 

2.4  Data collection 
Due to the nature of case studies, this thesis combines data collection such as 

interviews, archives and observations. Thus, the conclusion of this thesis draws from 

both quantitative and qualitative data (Eisenhardt, 1998), which allows the use of 

triangulation also called mix methods by Saunders 2007. 

Triangulation is a method that helps present a better picture of facts because it 

combines two methods. This helps shading light on a more realistic conclusion within 

the field of social sciences (Hurmerinta-Pettomäiki & Nummela; 2004).  

Triangulation is also useful for conducting a research strategy that can be viewed and 

explored from multiple perspectives (Baxter and Jack, 2008). Taking this into 

consideration, we tried to draw a realistic picture with all the facts. We did this, by 

using triangulation method including qualitative data, but the quantitative data also 

allowed us to present the cost of the insurances, both for the insurance company and 

the insured. Providing a more complete picture of the collected data could allow us to 

support our argument. 
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2.4.1 Primary qualitative data 
Due to the scope of this thesis, primary data is very limited. Nevertheless, some 

conclusions are drawn from real cases since it was possible to access confidential 

data. One the one hand, one of the authors is currently working for DKV, which 

allowed us to access to data regarding to how a Spanish insurance company deals 

with MI in a DC through its CSR policy. At the same time, this position has allowed 

us to be constantly in contact with CODESPA, who provided us directly with 

information regarding our case study. 

We also collected our primary data by interviewing two experts on MFI and MI, 

Felipe Martin, who was working in CODESPA during the development of 3x1 MI, 

and Silvia Loro who is currently working in CODESPA to develop a new MI together 

with DKV. 

Unstructured interviews were our choice, as we understood how valuable they were 

for the collection of our empirical data and for obtaining open answers. This allowed 

us to obtain a better grasp of the previous experiences regarding the topic. As we 

interviewed less than five experts it was possible to conduct unstructured interviews. 

In our case, it was not possible to interview a considerable amount of clients. 

However, we believe that open answer could be more reliable and thus more personal 

in nature, providing a higher degree of confidentiality (Easterby-Smith et al, 2008).  

This type of interview also allowed us to understand what have been the motives 

behind the decision to focus on the type of insurance that CODESPA and ADOPEM 

decided to launch in Dominican Republic. Therefore, we chose the unstructured 

method, as we believe that it provides a deeper understanding of the topic. 

The questions from the interviews left an open answer of experiences acquired from 

previous projects. The information collected from the interviews was important to our 

analysis as it allowed us to confirm some of the conclusions we had reached with the 

secondary collected data.  A structured interview could have limited us to only 

choosing from the answers already provided.  

This method also allows us to get information on the failures of the previous projects 

as well as the learned experiences from those mistakes. 
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In addition, we had the opportunity to interview the GuatePrenda´s manager of 

innovation in Guatemala City, Mrs. Forero. This is an institution that lends money to 

poor people who are in need of cash and who have some type of collateral.  

We also included an interview with an entrepreneur from DR, Maribel de la Rosa, 

who has been working in the informal economy of Santo Domingo for 10 years.  We 

believe that these two interviews contribute to the enrichment of our empirical data by 

analyzing the two sides of MFI, the supplier and the borrower. 

 

The interviews are included in appendix 1.  

The next table presents an interviewee chart. 

 

Table nº 1. Interviewee Chart 
	  

 
 

Name and Position Background Type of interview Reference

Maribel de la Rosa 
Microentrepreneur (DR)

Felipe Martin Project 
Manager at CODESPA 

2010 (Spain)

Experience of a woman in 
creating a micro business in 

DR

Personal Intervew in 
Barcelona (2012)

De La Rosa (2012)

Patricia Forero Manager 
of Innovation at 

GUATEPRENDA (DR)

Silvia Loro Project 
Manager at CODESPA 

2012 (Spain)
Experience on development

Experience on development

Personal Interview at the 
headquarters of CODESPA 

(Madrid, 2012)

Skype Interview (2012)

Loro (2012)

Martin (2012)

Experience on developing 
financial products and 

microinsurance

Personal Interview at 
Guateprenda (Guatemala city, 

2012)
Forero, 2012
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2.4.2 Secondary data 
Secondary data is mostly the base for most of this project. We consulted several 

academic journals, cases and online books, which we accessed through the CBS 

library. We also applied theories and concepts learned during our study program. The 

available secondary data allowed us to study the field of MI, which is relatively new. 

Collecting secondary data was a learning process that allowed us to assess theoretical 

frameworks of MFI, MI, CSR and the BOP. 

Furthermore, one of the most valuable and actual data was found through the 

International Labor Organization´s (ILO) webpage. Their publications were of great 

help in describing a mix of academic papers and the most resent data about what it 

have been researched and experienced within the field of micro insurance. 

Moreover, other case studies on MI guided us towards the basis of some of our 

arguments putting them against the collected data. We did this so we could conduct a 

more realistic picture on the field of MI. At the same time, we attempted to make a 

contribution with our analysis and conclusions. 

The quantitative data, which was also secondary, was taken from the information 

provided by the experts of ADOPEM and CODESPA. This information allowed us to 

analyze the case study and to have a deeper understanding of the cost of the insurance 

and the economic risk for their project. 

 

 

2.5  Limitations of this study 
The	  scope of this project is limited to a specific case in Dominican Republic, which 

could have limited the conclusions and findings to a single case.  

Therefore, it should be taken into consideration that our contributions are delimited to 

this specific case and probably they should be adapted in case of studying another 

country with a different micro socio-economic environment. 

According to Daymon and Holloway (2002) the boundaries of case studies can be 

difficult to define and they are accused of being too descriptive. However, description 
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was necessary as it defines and explains the case. This also allowed explaining how a 

theory works in practice in a particular setting (Daymon and Holloway, 2002). 

Moreover, exploratory study was not considered in this case. One of the reasons was 

the fact that we did not have the possibility to contact any of ADOPEM´s customers. 

Nevertheless, we had access to secondary data that come from interviews conducted 

by ADOPEM and CODESPA in the DR.  

Our conclusions about customers’ preferences and necessities are based on the 

information the organizations have provided us.  

Therefore, we have used the method of unstructured interviews because of the number 

of interviewees and the information we were lacking. This allowed us to choose this 

method of primary data collection. We are aware that in case of having contact with a 

number of costumers, another method should have been chosen. 

The delimitation of studying the conditions of this group of Dominican entrepreneurs 

through secondary data has advantages and disadvantages. On the one hand, this is an 

advantage as the population or target group is limited to a single BOP group, while on 

the other hand it does not allow making general statements in a macro level. 

Thus, the study is limited from engaging in a further study on MI in a macro level but 

it is centralized to a determinate scope. 

 

2.6  Case Justification 
For many years, classical economists such as Adam Smith have conducted studies on 

why some resources are scarcer than others. As a result, they found out that most 

abundant resources tend to have less value than scarce resources, as the latter tend to 

be more valuable and expensive.  

The resource´s value is usually measured on its utility and what they can be 

exchanged for (Stern, 1998). 

In this thesis, we discuss MFI in developing countries, as it is a phenomenon that 

surged due to the lack of financial resources. Thus, we also present the term “resource 

scarcity” which refers to scarce resources and their availability. The price of these 

resources is normally fixed according to the resource stock or availability, or the 

rights to extract resource commodities from a stock room in to the factor market 

(ibid). 
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According to resource scarcity, the rising scarcity of resource commodities or stocks 

also raises its price or rents respectively. The best indicators of resource scarcity are 

unit cost, prices, rents, elasticity of substitution, elasticity of supply, and energy cost. 

Adam Smith also suggested that price is the best indicator to measure scarcity (Stern, 

1998).  

 

Our argument is that financial resources in developing countries are scarce due to its 

limited availability and high risk of return. 

There are many factors that determine the amount of money that an individual would 

like to possess. These determinants are related to the opportunity cost that describes 

the cost of possessing assets with high liquidity, against holding and investing assets 

when they have a high. The theory of assets demand also determines the factors that 

decide why an individual would like to possess money and why financial institutions 

would like to lend it to a determinate interest rate. This theory enumerates three 

characteristics: 

1. The expected return that assets offers compared to the returns offered by other 

assets. 

2. The riskiness of the asset´s expected return. 

3. The assets liquidity. (Krugman, 2006) 

 

According to this theory, the characteristics above are crucial for deciding if a person 

wants to possess money as well as the reason why financial institutions are willing to 

lend money at a determinate interest rate. 

For financial institutions, due to the lack of resources that are normally used as 

collateral, the return for lending money could be high as well as risk. 

For borrowers, the return for borrowing money could be high if they are able to make 

good use of it. However, due to the scarcity of financial resources and the 

macroeconomic environment of their countries, the risk is high because they have to 

borrow money at a significantly high interest rate, making it difficult to repay their 

loans. 

Moreover, the potential value of financial resources available by microloan 

institutions for low-income households could be of great importance due to the 
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scarcity of financial resources and welfare of their countries (Ekström and Hjort, 

2009).  

 One of the arguments is that borrowers in DCs lack the financial resources for them 

to be included in their national economy. By being included, they can become 

consumers that could provide financial power, demanding more resources, which are 

scarce in their country, such as education, social security system, and health care 

(Ekström and Hjort, 2009). 

Yet, it is not our aim to assess what financial resources can do for the most 

disadvantaged people, but to –based on the critics- find out how to improve such 

system by introducing a MI scheme. 
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3. Literature Review 
	  

3.1 The Fortune at the Base of the pyramid 
The literature review of the BOB presents several authors such as Ted London, C. K. 

Prahalad and Allen Hammond who claimed that there are potential untapped markets 

at the Base of the pyramid and how MNCs overlook at it. 

The term bottom or base of the pyramid (BOP) is used for the group of people who 

are at the base of the pyramid. They live and interact with an informal economy.  

The BOP term has also been used for marketers who are trying to find solutions on 

how to serve the poor and alleviate poverty (London, 2007).  

Prahalad has previously defined the BOP as the untapped market of approximately 4 

billion people who live under two dollars a day. After the criticism this argument has 

received, Prahalad and Stuart admitted and redefined the market to 65% of the 

world´s population, which earns less than $1500 a year (Seelos and Mair, 2007 and 

Prahalad and Hammond, 2002). This means that the BOP is not the bottom of the 

pyramid anymore. It is now called base of the pyramid, which it is composed by the 

group of people who earns from $4 to 5.5 a day (ibid). 

 

Moreover, Prahalad and Hammond (2002) argue that by serving the poor, MNCs 

could gain three important advantages: new source of revenue growth, greater 

efficiency and access to innovation. 

New source of revenue growth: 

Untapped markets in developing countries cover approximately 65 per cent of the 

world´s population, they also have demands and needs and they are willing to pay for 

it. Disadvantaged groups usually pay higher prices than other markets due to lack of 

competition. For example, in urban slum dwellers, people pay up to four times more 

for water than people with higher incomes because they do not have access to 

municipal water (Prahalad and Hammond, 2002). 
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Greater Efficiencies: 

BOP markets are built on a very different model. Therefore, lower cost structures are 

crucial for MNC to survive. Consequently, in order to make profits, the norm is not a 

fixed capital investment in new business. This produces large quantities at a low 

price.  

The argument of the authors is that the margin per unit is low but the economic 

returns are based on capital efficiency, thus MNC must achieve greater efficiency 

through economies of scale. 

 

Innovation: 

This is one of the most important keys for MNCs. MNCs serving the BOP have to be 

highly innovative in order to keep on growing and avoid being blind to unexpected 

competitors (Prahalad and Hammond, 2002). 

Moreover, MNCs need to overcome the obstacles of penetrating the untapped market, 

such as possessing intangible assets to innovate and design products that are 

affordable to the BOP market. At the same time, the product needs to deliver value for 

the customer, facilitating it´s acquisition in the future (Prahalad, 2012).  

Value creation or to deliver value: It is when a product contributes to development or 

when it increases the well-being of the customers. For example, e-choupals in rural 

areas in India are Internet centers that have created access to internet and networks for 

small farmers. This allow them to share experiences, techniques, how to get access to 

products and the market (Prahalad, 2009). According to Prahalad, this is something 

that delivers value to the customers as they can afford to have access to valuable 

information that will help them to improve their business. 

 

London and Hart (2004) argue that different groups of consumers have also different 

necessities; therefore, the approach must be different too. In order to have the 

potential to expand and increase profits, MNCs need to adapt products and services to 

the necessities of the BOP. Nevertheless, according to the authors, there is a lack of 

strategies for approaching the BOP markets.  
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Due to property rights, most MNCs focus mainly in the formal sector. Thus, 

multinationals fail to approach to only one type of market with the same 

characteristics and location. London and Hart (2004), Prahalad and Hammond (2002) 

argue that MNCs are losing the opportunity of making profits by overlooking the big 

potential they have at the BOP. Moreover, MNCs who want to approach the BOP, but 

they should keep in mind that the BOP interacts with the informal economy, in which 

social boundaries are more important than legal ones (London and Hart, 2004; 

Prahalad and Hammond, 2002).  

 

Prahalad and Hammond (2002) criticized MNCs for overlooking at the BOP markets 

because through the achievement of economies of scale and efficient supply chains, 

significant profits can be attained. Developing countries have large unexplored 

markets, and although they may not have a strong purchasing power, they form 

groups of avid consumers (Prahalad and Hammond, 2002). 

For example, In Brazil, 25 millions of the poorest households have a purchasing 

power of 73 billion per annum. In other countries, their purchasing power may be up 

to Germany’s GDP (Anderson and Billou, 2007). 

 

Based on Prahalad´s and Hammonds’ work, other scholars have also argued that BOP 

markets are massive, but the prices and distribution channels that make accessible the 

product are crucial due to the purchasing power of the market. At the same time, in 

order to create a successful product it is necessary to build a business plan with long 

term-oriented characteristics instead of charity-oriented characteristics.  Furthermore, 

the unexplored market needs to be approached through organizations having contact 

with local people such as NGOs, governmental organizations, etc. (Altman et al, 

2009). 

Moreover, experts on development argue that by exploring BOP opportunities, 

producers can create value and reduce poverty for disadvantaged groups. According 

to the BOP literature, this can be achieved by outsourcing local labor, which would 

increase their income and their purchasing power.  

MNCs should keep improving the cost and design of their products in order to keep 

prices low and to improve value creation. Thus, the BOP also challenges MNCs to 

keep on innovating for the creation of new and affordable products.   For example, 
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low cost lamps without kerosene are a good illustration of product innovation because 

in many developing countries there is a lack of electricity, however, kerosene lamps 

are dangerous for consumers’ health (Altman et al, 2009). 

 

The 4As 
 
In order to find the right strategy when introducing a product to the BOP, Anderson 

and Billou present the 4As; availability, affordability, acceptability and awareness. 

The 4As are inspired on the 4P marketing mix: product, place, price and profit 

(Anderson and Billou, 2007). 

This is an approach for companies that are looking to explore the BOP’s markets 

through designing their marketing mix elements that overcome the obstacles for 

approaching the BOP (Nakata and Weidner, 2012). The purpose of the 4As is to be 

innovative and successfully introduce a product in this type of market. 

 

1. Availability: 

The problem for MNCs is not the lack of demand but the channels of distribution 

(Prahalad and Hammond, 2002).  MNCs need to design methods that can effectively 

deliver their products and services even to the most isolated communities at the BOP 

(Anderson and Billou, 2007). 

 

2. Affordability: 

Many BOP consumers have limited disposable incomes and they survive on daily 

wages, which means that companies should offer qualified world-class products and 

services to affordable prices that enable consumers to have access to the products. 

The prices should be low and therefore production should be focused on volume and 

scale. 

 

3. Acceptability: 

When approaching BOP consumers and distributors, there are unique necessities that 

need to be taken in to consideration. MNCs might need to adapt to specific 

socioeconomic and cultural necessities in order to increase the acceptability of the 
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consumers and distributors. At the same time, MNCs have to keep in mind that BOP 

markets in developing countries are heterogenic and may not have the same demands. 

 

4. Awareness: 

Creating awareness at the BOP may be very challenging for MNCs, since they also 

need to create awareness of their products and how to use them. BOP markets usually 

do not have access to conventional advertising media. Thus, MNCs need to be 

creative at designing special communications channels (Anderson and Billou, 2007). 

Churchill (2007) also refers to Prahalad´s argument that by making significant 

investments to educate the BOP, it will be easier to create awareness about the 

product and how to use it, which leads to create demand (Prahalad in Churchill, 

2007). 

As mentioned above, by providing basic services to the BOP market, MNCs could 

help alleviating poverty and at the same time make profits. 

The BOP’s researchers recommend that MNCs should also creatively rethink the way 

they configure their products, their finances and their supply chain. BOP markets are 

very complex and unexplored.  

For this reason there is a need for strategic alliances that could provide with more 

information about the BOP. Seelos and Mair (2007) also recommend doing 

partnerships with local entities because it is easier to build capabilities and resources 

and to get to know the market. Thus, MNCs can overcome the challenges of the 

complexity of the BOP (Seelos and Mair, 2007). 

In order to be able to design adequate products directed to BOP markets, MNCs can 

train their managers by sending them to directly approach the market they want to 

penetrate. Managers can do social work in the local communities by getting to know 

their potential market. By having direct contact with their potential market, managers 

can hear about the local stores they visit and their experiences with the company 

products (Prahala and Hammond, 2002). 

 

The BOP literature is of great value for analyzing microcredits and MIs, because it 

sheds light on the strategies that need to be taken into account when approaching the 

BOP market. 
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3.1.1 Critics of the BOP, is there fortune at the BOP? 
After Prahalad et al published the literature about the BOP several criticisms have 

contradicted the benefits of approaching such market. One of the main criticisms is 

that the size of the BOP market is not as big as Prahalad has claimed (Pitta, et al, 

2008).  
Prahalad has been criticized before for his argument that claimed that the BOP market 

lives under $2 per day and its size is about four billion. As explained above, he 

responded this criticism by modifying his argument. Prahalad’s estimation of 4 billion 

at the BOP has been compared to the World Bank’s estimation for the same group, 

which in 2001 was 2.7 billion. Researchers claim that the World Bank already 

overestimated its numbers (Karnani, 2007). 

This shows the difficulty it is to measure the BOP market and the impreciseness of 

Prahalad´s calculations.  

At the same time, Karnani criticized the fact of seeing the BOP as a group, since it is 

community welfare versus individual choices. 

In relation to Karnani´s argument we included Social Capital for analyzing the role of 

the BOP in communities, where informal networks are important tools for the 

members of the society. 

 

3.1.2 Social Capital and BOP Initiatives 
Karnani has highlighted the fact that the poor suffer from deprivation of capabilities 

as they lack education and information, which results in bad choices. A BOP product 

could reduce even more their welfare because they will start consuming products that 

will reduce their income instead of increase it (ibid). 

A BOP product could reduce their welfare even more as marketers are creating 

demand and awareness of products that the poor initially did not have access to. This 

could result in a reduction of their income instead of an increase as Prahalad has 

argued. 

Ansari et al (2012) also based their work on lack of capabilities. They argue that BOP 

initiatives are usually not helping disadvantaged groups to climb out of poverty.  

Their main argument is that the access to capital does not necessarily enhance 

income. 
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According to the authors, the most disadvantaged groups could build their 

capabilities, by taking advantage not only from economic opportunities but also from 

social opportunities. However, they also point out that this is not an easy task since 

poor people usually live in isolated towns where it is difficult to achieve this 

development. This is a big challenge for organizations that would like to help them 

build their own capabilities. 

Besides Karnani, Ansari et al also criticize BOP initiatives because by trying to sell 

BOP products MNCs may reduce their well-being rather than enhance their 

affordability. 

In addition, they point out that it is necessary to go beyond economic returns and 

according to them, empowerment and enhancement of capabilities is more important 

for their well-being than selling affordable products to them.  

They also relate capability development with community well-being, which implies 

that BOP initiatives should be careful of not disturbing local traditions or disrupting 

social harmony that are important for capacity building. The authors argue that this 

could happen by displacing local norms or values when creating formal market 

structures that did not exist before. Based on this argument, MNCs could potentially 

destroy social capital1 (SC), which according to the authors, it is a crucial element for 

the interaction and survival of BOP communities (Ansari et al, 2012).  

For instance, microcredit may increase access to capital but it might not replace any 

source of social capital. Rankin (2002) enumerates the sources of social capital as, 

families, communities, ethnicity and gender. 

 

Usually in such communities, informal networks and social bounding are of high 

importance for the development of people’s capabilities.  

This could include the ability to participate in the local economy or the aptitud to 

organize building public institutions, such as schools and health centers, which 

contribute to the development of the community.  

 

According to Ansari et al, SC can be used effectively to create development in 

communities with scare resources (ibid). 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 Social Capital: Refers to local associations expressing trust and norms of reciprocity, and enhance 
understanding of collective benefits within a community (Rankin, 2002).	  
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Thus, we believe that it is important for MFI and MI schemes to take this into 

consideration when approaching a BOP market, since it still exists disagreement 

between the academics and there is a lack of empirical evidence about the impact of 

BOP in SC in relation to the solidarity group model, which is explained in the MF 

chapter. 

On the one hand, Karnani claims that group approach put in doubt the individual´s 

well-being. Rankin exemplifies that hostility can also threat the solidarity of group 

model as mutual control can generate hostility and coercion, which in practice 

atomizes the group rather than unifying it. However, she also argues that a solution 

could be the construction of development institutions with organizational cultures, 

management styles, incentives structures, and staffing policies. In the case of women 

these policies can respond women´s strategic interest in challenging oppression as 

they are one of the most vulnerable groups (Rankin, 2002). 

On the other hand, Ansari et al argues that capacity development and human well-

being cannot be measured through income but through intangible relationships such 

as family and community interactions, which are crucial for an entrepreneur, 

especially for women who need to overcome the obstacles of the social and economic 

conditions they live in. 

Thus, MFI and MI organizations must consider the critics when targeting a BOP 

market, which claims that the access to financial capital could threaten local SC as it 

may also threaten reciprocal relationships in a community with a potential reliance on 

outside creditors.  

However, this type of organizations can also take advantage of SC by establishing 

relationships based on mutual trust between the BOP and MFI which may reduce the 

risk of destruction of SC and could enhance the possibilities of building capabilities. 

(Ansari et al, 2012) 
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3.1.3 More pitfalls about the BOP 
Besides the criticism against the lack of data measuring the BOP market size, there 

are also other arguments against how to make BOP initiatives work in developing 

countries.  

Pitta et al (2008) argue against the existence of potential profits for targeting the BOP, 

since the poor infrastructure and heterogeneous markets make it difficult for the 

achievement of economies of scale, which according to the BOP literature is crucial 

for the production at a low price. 

Companies also need to pay a high price for entering the BOP market as stakeholders 

have high expectations related to poverty alleviation. In addition, it could be 

unprofitable to spend a lot of resources on developing a low cost product that 

eradicates poverty or to try to improve the BOP living standards while at the same 

time creating a product that meets global standards (Pitta, et al, 2008). 

Karniani (2007) also criticizes the argument that the BOP initiative will eradicate 

poverty, wars, and cure economic stagnation by 2015. This is unlikely to happen 

because more profitable firms are not able to reduce the price without lowering the 

quality of the products and profitable initiatives usually do not eradicate poverty. 

Therefore, Karnani suggest that MNCs will not eradicate poverty by selling to the 

poor but instead they should help them by upgrading their skills and productivity, and 

by creating more employment opportunities for them (Karniani, 2007). 

 

Moreover, there is a need for more empirical data about the BOP’s purchasing power 

and about marketing techniques to approach it. According to the authors, conventional 

business models fail because the BOP market should be studied more accurately, in 

order to understand them. The BOP market is different and highly sensitive to prices, 

which could make the process very expensive and time consuming. In the long run, it 

may not generate enough profits to compensate the capital invested (ibid). 

Viswanathan and Sridharan (2011) also argue that there is a need for more research 

about product development, theory testing research and managerial guidance, as 

designing a product for the BOP market is complex and the traditional way of 

approaching such market is not applicable (Viswanathan and Sridharan, 2011).  

MNCs must take this into consideration, as the characteristics of this market are very 

different from western markets, which make it highly complex. 
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For instance, marketing strategies need to be improved as small packages such as 

sample size products make it affordable for the poor but create big environmental 

problems in slums and poor villages, where the trash collection system is far from 

being adequate (Karnani, 2007). Therefore, the way of approaching the BOP is not 

only complex but also can result in long term problems such as the trash collection 

system, because MNCs lack the experience for dealing with these marketing 

strategies. 

In addition of miscalculating the BOP sized, it has also been ignored that there are 

three segments: those who live under $2 a day, $4 and $6 a day. Differences in 

income make them so different to each other that they need to be approached in a 

different way and not as a group (Pitta et al, 2008). 

Prahalad still claims that there are business opportunities at the BOP which is about 

four billion people. However, if there are three segments, as Pitta et al claim, marginal 

profits could be very low because the number of customers is very important and 

imprecision may be an obstacle to calculating profits. 

Moreover, the BOP purpose is to approach a massive market that is potentially 

profitable and untapped, but most of the cases presented by Prahalad are subsidized 

by NGOs, which are not successful business models. This means that these cases are 

not able to succeed without subsidies that put in doubt their profitability and 

sustainability. 

In addition, many of Prahalad´s examples are MNCs that usually approach markets 

with a higher income, such as the case of the MNC CEMEX, which approaches a 

market that lives from $5 to $15 a day, and according to Crabtree (2008) this is not a 

BOP example. 

 

The next table summarizes the main arguments of the base of the Pyramid and the 

main criticism it has received. 
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Table nº 2. Main arguments and criticisms to BOP 

	  

	  

BOP’s main arguments Critic 

There is an untapped market in 
developing countries of approximately 
four billions, who are living under $2 a 

day (Prahalad and Hammond, 2003) 

The BOP market is not as big as Prahalad claims; the 
WB has made the estimation of 2.7 billion people in 
2001. The number of $2 a day is not precise because 
this is the poverty line for middle-income countries 

(Karnani, 2007). 

MNCs are losing potential profits by 
focusing on one type of market with 

the same characteristics and locations 
(London and Hart, 2004). 

The BOP market may not be as profitable as Prahalad 
claims because penetrating it has a high transaction cost 

(Pitta, et al, 2008). 

BOP should be a creative way to make 
business and at the same time reduce 

poverty (Seelos and Mair, 2007). 

Designing a product to reduce poverty is very 
expensive. Many of Prahalad´s business models 

examples are not profitable instead they are based on 
NGOs’ initiatives, which are not business oriented 

(Crabtree, 2008). 

Most BOP business tend to target poor people but not 
the poorest of the poor, in addition the BOP lacks 

education and their choices could go against their own 
benefits (Churchill and McCord, 2012) 

By serving the poor MNCs can gain 3 
advantages:   

New source of revenue growth: 65% of 
the world’s population lives in 

developing countries and pay higher 
prices than middle classes. 

Poor people do not have the same income, some live 
under $1 a day and some others live under $2 a day 
which, challenges the idea that 65% can afford the 

same. 

Greater efficiencies: economic returns 
are based on capital efficiency, thus, 
economies of scale are important in 

order to make profits by selling 
products at a low price. 

They are highly heterogeneous. Therefore, it is difficult 
to achieve economies of scale by selling them the same 

product at a low cost. 

Innovation: MNCs must be innovative 
to avoid competition, design affordable 
products and create value to maintain 
consumer’s affordability. Moreover, 

BOP models are generally 
incompatible with western strategies 

(Prahala and Hammond, 2003). 

It is necessary to know more about their purchasing 
power. Lack of information about this may end in 

failure (Karnani, 2007). 

The BOP market is different and 
MNCs need to adapt the products to 
their necessities (London and Hart, 

2004). 

It is difficult to design one product according to “their 
necessities” they are very heterogeneous (Pitta et al, 

2008). 
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A proper long-term oriented business 
plan is necessary with the right 

channels of distribution (Altman et al, 
2009). 

Poor infrastructure makes difficult to have effective 
channels of distribution (Pitta et al, 2008). 

Unexplored markets are complex and it 
is necessary to approach them through 

local entities such as NGOs, local 
people and governmental institutions 

(Altman et al, 2009). 

Most of the examples of MNCs that work with NGOs 
are not profitable business models (Crabtree, 2008).  

By penetrating the BOP market, local 
people will be employed which 

increases their purchasing power 
(Altman et al, 2009). 

Instead of seeing the BOP as a market, MNCs can 
create value by employing them and upgrade their 

skills and productivity (Karnani, 2007). 

Social Capital can be used by MNCs 
who want to create value by employing 

and training the BOP (Ansari et al, 
2012). 

MNCs should be careful to not disrupt the value of SC 
in a BOP community. Imposing western ideals could be 
a threat to valuable relations at the BOP (Ansari et al, 

2012). 
Source: own elaboration 

	  

Despite the criticism, we believe that BOP approach still deserves our attention. In 

this thesis, we include the BOP literature to exemplify how this theory has inspired 

many organizations and private companies to go beyond its core business to look for 

new opportunities in new untapped markets. Other companies have approached 

BOP’s market without the aim of doing business but as a part of its CSR strategy.  By 

doing this, they aim to create a combination of a business strategy and a CSR strategy, 

which would derive in Corporate Social Innovation (CSI). These strategies are 

presented in the next section explaining how MNCs can try to balance its economic 

duties with the “doing good and doing well” through their CSR strategies. 

	  

3.2 Corporate Social Responsibility 
In this section we intend to assess the most important arguments about corporate 

social responsibility (CSR) and the challenges MNCs have to face when they direct a 

CSR project to a BOP group. 

It has always been understood that MNCs only exist to make profits, but those 

expectations started to change a few decades ago.  

Nowadays, MNCs are willing to engage in CSR because consumers and organizations 

are increasing their demands on the way MNCs should do business (Crane and 

Matten, 2007).  
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CSR are the decisions and actions that a company takes in order to obtain its license 

to operate. These decisions and actions are expected to go beyond their economic and 

technical interests (Burchell, 2008). Thus, besides making profits, MNCs are now 

expected to be responsible towards their consumers, their workers, their suppliers and 

their planet.   

Society’s demands and expectations are illustrated in Archie Carrol’s pyramid of 

CSR, which consists of four inter-related aspects: economic, legal, ethical, and 

philanthropic. 

 

Economic responsibility:  

MNCs have responsibilities towards their stakeholders such as those shareholders 

who are interested in the economic growth of their investments, their employees who 

want a safe and fairly paid job, and their customers who demand quality products at a 

fair price. Economic responsibility is required since MNCs need to be financially 

stable to stay in business and properly serve society. 

Legal responsibility:  

This is a necessary requirement for MNCs since they need to operate according to the 

law, which has been the problem of many solid corporations that have acted through 

illegal strategies in order to avoid competition and maintain their market. 

Ethical responsibility:  

This is what the society expects to be fair above economic and legal expectations. 

Even when MNCs are not going to be legally sanctioned, society expects that MNCs 

behave and produce in an ethical way, which is usually ruled by informal institutions. 

Philanthropic responsibility:  

It is desired that MNCs care about the communities where they operate and help to 

improve the quality of life for people who work for them and for the members of the 

community they operate in. It also includes charitable acts contributing to the well-

being of local development and the sponsoring of art and sports (Crane and Matten, 

2007). Thus, this aspect is more discretionary and voluntary. 

 

In the next graph, it is illustrated Carrol´s (1999) argument on the responsibilities that 

a company needs to assume. 
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Figure nº2 CSR Pyramid 

 
Source: Caroll (1999) 

 

 

The pyramid sheds light on the compromises that a firm should assume in order to get 

the license to operate. Therefore, the pyramid is important for our analysis because it 

helps us to understand the reasons why companies like DKV embark on projects that 

are not part of their core business. 

However, the pyramid fails to explain that the four responsibilities should be mutually 

exclusively in order to be a good corporate citizen. It also fails to explain situations 

when conflicts arise between meeting two responsibilities such as economic versus 

ethical responsibilities which could lead to a profit while going against society’s well-

being (Crane and Matten, 2007). 

 

During the 70´s Milton Friedman argued that the only responsibility of a company is 

to make as much profit as possible. Therefore, according to Friedman, MNCs do not 

have to go beyond their economic responsibilities, which are making profits by selling 

quality products as described in the first responsibility of the pyramid. 

Moreover, CSR has also been the target of critics since many corporations are low 

2regulated by governments in developing countries (Buchell, 2008).   
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Critics of CSR such as Friedman argue that social issues should be left to the 

government and other organizations. Nevertheless, other theorists have challenged 

this argument since corporations nowadays need to adapt their strategies in response 

to what is demanded by relevant groups (Crane and Matten, 2007). 

As a response to the pressure of relevant groups such as activist and NGOs, MNCs 

have started to annually report their operations and the way they contribute to society. 

Thus, it will be a challenge to find an annual report of a big company that justifies its 

existence in purely economic terms because they all want to show  

that they are good corporate citizens (Buchell, 2008).   

 

3.2.1 CSR in developing countries 
The concept of CSR has been more developed in industrialized countries, but there 

are some concerns when CSR practices are studied in developing countries.  

Michael Blowfield and Jedrzej George Frynas (2005) argue that there is a need for a 

new agenda. Governments and organizations now see corporations as important 

entities that may help to solve challenges of development. Indeed, MNCs could help 

to find solutions to combat HIV/AIDS, reduce poverty and build human capital.  

The next graphic, illustrates how MNCs can practice CSR in developing countries. 

  

Figure nº3 CSR pyramid in DC 

     
Source: Vice (2007) 
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Nevertheless, according to the authors, CSR practices in developing countries is very 

challenging because the concept of CSR may be understood in a different way from 

this point of view, which augments the expectations of relevant groups towards 

MNCs. This may go beyond the issues identified within the field of CSR (Blowfield 

and Frynas, 2005). 

Furthermore, Wilson and Wilson (2006) argue that MNCs do not have the expertise to 

eradicate poverty and provide development assistance. Thus, according to them, it 

makes no sense to expect that companies implement CSR programs that have no link 

to their core business. 

Nevertheless, they suggest that there are three distribution channels in which MNCs 

can support economic development and sell to BOP in a responsible manner. 

 

Distribution channel: (sell to the BOP)  

When MNCs create value by selling new technological equipment that transfers 

knowledge. For example, some banks in developing countries are utilizing technology 

through cell phones that can allow the customers to transfer money via cell phone 

instead of traveling long distance for undertaking such an operation. However, many 

products for BOP markets do not have those characteristics, as it is difficult to sell 

new technological equipment that transfers knowledge at a very low price.  

BOP products are usually low quality, which calls into question MNCs as responsible 

entities. Wood et al, (2008) exemplifies how difficult it is to be responsible and sell 

quality products to the poor at a low price. 

Nirma for instance, is a detergent that became popular at the BOP because of its low 

price. Nevertheless, the soap has been the cause of debate as it may be dangerous for 

the health of consumers, who get blisters by using it. This is an example of how a 

company sometimes needs to sacrifice quality in order to reduce the price. It may 

increase sales and profits but may affects the consumers’ well being. 

The BOP has been the target of many critics for such events, as it is highly complex 

to approach a market with very low purchasing power and at the same time to try to 

increase their living standards (Wood et al, 2008). 
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Enterprise channel: (buy from the BOP)  

MNCs can transfer tacit knowledge by using linkage effects2. However, MNCs have 

the tendency to make local suppliers more concentrated, putting in danger the future 

of small suppliers. This happens when small suppliers disappear because they cannot 

compete with stronger local suppliers. 

 

Government channel:  

MNCs can contribute to the support of government’s efforts by paying taxes. Taxes 

are important for social overhead building, which refers to infrastructure, education, 

knowledge about institutions and law, etc. However, MNCs often use their bargaining 

power to avoid paying taxes, as they have the reputation of tax avoiders. 

 

According to Wilson and Wilson, it is very uncertain what MNCs can do to reduce 

poverty, because they usually spend small amounts on visible CSR while they avoid 

paying large amounts of local taxes that could contribute to a better performance of 

the local government. Thus, MNCs should not be responsible for development 

because they cannot tackle problems of poverty as donors, governments and NGOs 

can.  

In addition, there should be enough incentives for companies to act responsible in 

developing countries (Wilson and Wilson, 2006). 

Despite the criticism, there are still many ways in which companies can create value 

by selling products of first necessity that the poor can consume. MNCs can set a fair 

price to maintain the affordability to the poor and MNCs can also use marketing as a 

channel of distinguishing necessities from non necessities since many argue that 

marketing creates demand and the poor not only lack income but also education 

(Wood et al, 2008). 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
2 Linkage effects (in developing context): They are not spill over effects that happen spontaneously; instead 
linkages are the result of the transfer of intangible or non tangible assets between a foreign investor and local 
industry. For instance: alliances, joint ventures, license agreements or OEM contracts (Hansen and Petersen, 
2008). 
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3.2.2 CSR as a competitive advantage 
Besides, the arguments that MNCs may not be able tackle with poverty alleviation as 

NGOs and governmental entities should do. There is another way of seeing CSR. 

Black (2010) has stated that the concept of CSR is dead, which implies that CSR as a 

charitable action is understood differently nowadays and it has evolved. 

Michael Porter presents this evolution as “shared value” which refers to the practices 

that enhance the competitiveness of a company, while simultaneously providing 

economic and social solutions in the communities thy operate. 

Indeed, companies are increasingly creating new business models, new products and 

services that offer viable solutions to global problems. Within this new paradigm, 

corporate social innovation (CSI) might be the only way for companies to stay 

competitive and free of reputational risks. 

Managers see how the growing demands of society in the role of businesses do not 

stop, and they have realized that they need to act accordingly to stay competitive. 

In order to stay more competitive, MNCs also need to move towards a more 

sustainable development3 model, which is now beyond doubt and has become a 

permanent issue in the news media. 

The term sustainability has experienced a shift since the beginning of the new 

millennium. Initially, environmental issues were at the core of the sustainability 

concept; now the focus is moving increasingly towards social concerns. In this trend, 

corporate social innovation (CSI) is now a way to solve social issues by the creation 

of new business models that will also create profits. One of the main reasons for this 

growing interest in social issues is the pressure from public demand. Companies, 

especially in critical industries4 like the pharmaceuticals, are now expected to be good 

citizens and to do well for their communities. In addition, being socially responsible 

can provide companies with a wide range of competitive advantages5 such as access 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
3 “Development that meets the needs of the present without compromising the ability of future 
generations to meet their own needs.” The Brundtlant Commission, 1987 
4 Industries that because of the nature of their operations create negative externalities to the 
environment. 
5 A competitive advantage exists when the firm is able to deliver the same benefits as competitors but 
at a lower cost (cost advantage), or deliver benefits that exceed those of competing products 
(differentiation advantage). Thus, a competitive advantage enables the firm to create superior value for 
its customers and superior profits for itself. 
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to finance, good government relations, attraction of employees, lower costs, risk 

avoidance, lower employee turnover, etc. On the other side, risks for not 

implementing CSR could lead to consumer’s boycotts, payment of fines, loss of trust 

among shareholders and stakeholders, etc. Yet, it is important to identify which 

strategies are conductive to competitive advantages, as different business units have 

different needs and not all CSR strategies have the same impact in companies. 

 

In this context, we argue that MNCs such as DKV are trying to build these 

competitive advantages through different tools such as CSR strategies, by working in 

cooperation with NGOs such as ADOPEM and CODESPA. This is with the purpose 

of creating new business models, exploring new markets and at the same time solving 

social issues related to poverty alleviation in developing countries. 

 

 

3.3 Alliances and the reason of their foundation 
In this section, we explain what alliances are and what the motives are for NGOs, 

local entities and MNCs to engage in an alliance. 

The literature about partnerships between private and non-profit organizations 

explains that alliances are becoming more popular in Latin America. The purpose of 

these alliances is that both organizations unify their resources to add more value to 

their activities. 

 

Alliances have three stages: 

• Philanthropy: When the private company donates money to improve the living 

conditions of a community and also to improve their own image and present 

themselves as responsible entities. 

• Transactional: In this stage the alliances turn the relationship into a more 

specific one and the exchange of benefits start to develop more concretely as 

they are getting used to the way each side works and the relationship 

intensifies.  

• Integration: In this stage they collaborate with each other by sharing similar 

values and missions. Thus, alliances become more strategic when the 
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organizations work in cooperation more frequently; they use more resources 

together with the purpose of delivering more value to their activities (Reficco 

and Austin, 2005). 

  

Different studies about social alliances in Latin America show that philanthropy there 

is not as developed as in wealthier countries (Ibid). 

However, alliances in Brazil and other countries are becoming popular because 

MNCs see the benefits of working in cooperation with an NGO or a social entity in 

social programs within their CSR programs, or approaching the BOP.  

Caravedo (2003) explains the benefits of alliances; NGOs and local entities work 

closely with disadvantaged groups, which allows them to have a deeper knowledge 

about these groups. At the same time, they are willing to work with private companies 

to strengthen their capabilities.  Due to NGO’s expertise about disadvantaged groups, 

MNCs are also interested in making alliances with them as this may allow 

successfully conducting a CSR project that focuses on the development of a 

community or a BOP project (Caravedo, 2003). Thus, both parts will benefit from 

such an alliance. 

Different studies conducted in Latin America show that alliances may be positive for 

both entities. 

In Mexico, 61% of the NGOs studied had alliances with the private sector and most of 

them stated that they have become stronger due to such alliances. MNCs can help 

them financially and sometimes with the expertise of a product that could help them 

to increase the quality of life of the poor (Reficco and Austin, 2005).  For instance, 

medicine against diabetes at affordable price. 

Studies conducted in Peru, show that when a CSR program aims to have a greater 

impact on the local community, an alliance collaborates on strengthening the 

empowerment of the local community  (Quiroz, 2008). Thus, if the purpose of the 

CSR program is about empowerment and enhancing the capabilities of the members 

of the community, an alliance seems to be necessary as NGOs usually have more 

knowledge about such communities. 

The literature about CSR and alliances describes specific organizations that supervise 

MNCs, such as the UN Global Compact, which sign up for monitoring their CSR 
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actions. Such an entity will allow the company to receive guided and conduct its CSR 

strategy according to a more standardized approach.  

Nevertheless, the literature also criticizes MNCs because many companies sign up in 

order to create an image but they have the tendency of not being good corporate 

citizens in developing countries (Green Peace, 2009). 

The studies based on social alliances in Latin America show that alliances might be 

very useful for a company when it becomes a learning process, but it can also be 

dangerous when organizational missions and visions are not compatible. At the same 

time, social organizations tend to be very big and have many members, and therefore, 

it is important to be sure that the organization’s structures are compatible and that 

both are fully committed to working with each other (Fisher, 2005). 

London and Hart also recommend social alliances for CSR projects or when entering 

a BOP market because it requires a strategic approach and allows each side of alliance 

to use their expertise. 

Informal relations tend to be stronger than legal boundaries in these societies. 

Therefore, the most successful CSR programs and BOP business models tend to rely 

on non-profit organizations and other social oriented institutions (London and Hart, 

2004). 

In this case, we aim to analyze four actors involved: CODESPA, ADOPEM, a 

Dominican insurance company – UNIVERSAL- and an insurance broker. Next, we 

present the promoters of the project, which were ADOPEM and CODESPA. 

Moreover, literature about ADOPEM, CODESPA and DKV Seguros will 

shed light on the purpose of unifying capabilities and forming alliances. 

 

• CODESPA  

CODESPA is a non-profit organization, without a political or religious aim, and it has 

been working with international cooperation and development for the last 25 years. 

It’s mission is to reduce global poverty through economic and social development. 

Thus, they provide opportunities to disadvantaged groups with the purpose of 

developing their own capabilities and allowing these groups to be the protagonists of 

their own development.  

CODESPA works mainly in three areas: promoting access to training for 

employment, promoting the access to MFI, and promoting access to the market to 
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develop the microbusiness. It manages more than 100 projects along 17 countries in 

Latin America, Asia and Africa.  

 

 

 

• ADOPEM  

ADOPEM is a not for profit organization with 30 years of expertise, which fights for 

the inclusion of the most marginalized sectors of a society. ADOPEM has created 

programs of savings and credit programs within banks with the objective of 

incorporating the poorest people of society to the formal financial sector. This gives 

them the opportunity to improve their live conditions and build their own businesses. 

ADOPEM as a bank was born in 2005 and it has the purpose of incorporating into the 

formal financial system those less favored social segments. It offers different products 

and services, with the exception of accounts and checks because, according to the 

law, such entities cannot perform these kinds of transactions. 

 

Two years after the launch of 3x1 MI project in DR, ADOPEM and CODESPA 

identified the need for developing another MI scheme. On this occasion, they decided 

to seek technical and financial assistance from an insurance company in a developed 

country. Accordingly, they contacted Spanish insurance company DKV Seguros for 

its previous experience on a similar project in Ecuador. DKV agreed to collaborate on 

the project as part of its CSR strategy. 

The project started in 2011 and they are currently in the phase of designing a health 

MI, which is going to focus mainly on the care of mother and children. 

 

• About DKV Seguros:  

They are a leading Spanish firm within the health insurance sector, and within this 

sector, it is a reference in the field of CSR. 

DKV Seguros already has experience in the field of MI, as it established a partnership 

with the so called NGO “Fundación Tierra Nueva”.  DKV joined Tierra Nueva to 

develop an adapted health insurance for the most disadvantaged population of 

Southern Quito in Ecuador. In that project, DKV Seguros collaborated by providing 

technical knowledge and support to design the coverage and the management 
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processes of the final product. The result was the creation of insurance costing only 

2.5 dollars per month that it has benefited around 1.500 people. 

 

3.3.1 Opportunities for the partners: an innovative CSR project 

through alliances 
The context described above presents several opportunities for ADOPEM, for 

CODESPA and for insurance companies like DKV Seguros that wish to contribute to 

improving the living conditions of the poorest people through its CSR program. 

Although ADOPEM is a consolidated MIF Institution in the RD, it doesn’t have the 

same experience in the field of insurances. Therefore, it is of high value to count on 

the advice and guidance of an experienced insurance company like DKV. 

With this, CODESPA has designed a CSR project focused on the eradication of 

poverty eradication through technical assistance and knowledge transfer, where the 

necessities and interests of ADOPEM and its beneficiaries are coordinated with the 

strategic lines of DKV Seguros. The goals of these strategic lines are as follows. 

 

For ADOPEM and its beneficiaries: 

• To create a new product that covers the clients of microcredits and that 

reduces the vulnerability in the face of health problems. 

• To allow the possibility of influencing the Law of Social Insurance making it 

fairer to micro entrepreneurs. 

For DKV Seguros:  

• To promote and consolidate its CSR strategy. 

• To contribute to the CSR field with an innovative project. 

• To develop a CSR project that is completely consistent with its business. 

• To establish its reputation as an organization that develops MI projects. 

For CODESPA: 

• To add value for the Dominican microenterprise sector and MIF organizations. 

• To raise social awareness about the benefits of partnerships between NGOs 

and companies. 

• To increase their expertise in the field of MFI towards MI. 
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3. 4 Microfinance 
Money, says the proverb, makes money. When you have got a little, it is often easy to 

get more. The great difficulty is to get that little. — (Adam Smith, 1804: 80) 

 

After decades of failures in development strategies, from the beginning of the XXI 

Century, there has been a refocus of the goals of development strategy. With the 

signature of de MILLENIUM DEVELOPMENT GOALS, the priority has been put 

on poverty reduction. So, it is not only economic development what concerns, but 

growth with poverty reduction. The World Bank (2001) stresses that improving the 

supply of financial assets to the poor can contribute to reducing poverty. By having 

access to financial services, poor people can build up productive assets and develop 

sustainable livelihoods. However, Stiglitz (1998) argues that in developing countries, 

financial market failures exist due to market imperfections, asymmetric information 

and the high costs of small loans. Thus, poor people have a limited access to formal 

finance which pushes them to the make use of informal financial services or to the 

extreme case of financial exclusion. This limitation to the accumulation of resources 

may trap poor people in a perpetual cycle of poverty (Ray, 2007).  

Such vision of poverty claims for policies which can break the poverty trap by 

increasing the poor access to capital so they can invest into productive assets to grow 

out from poverty. Clark and Dercon (2009) present three types of responses to fight 

these asset-focused vision of poverty: 1) self-based, personal savings; 2) intervention-

based, like asset creation programmes, transfer as gifts or gifts conditional on work or 

action; and 3) market-based or inspired like microcredit, focusing on physical capital. 

These three types of responses are explained individually in the table below. 
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Table nº3. A simple framework for researching poverty without risk. 

 

Source: Clark and Dercon (2009) 

 

In this context of asset related poverty, MFI, and particularly microcredit, has been 

promoted in the last years as an effective tool for poverty reduction. The Columbia 

Electronic Encyclopedia (2011) defines microcredit as the small loans offered to low 

income people to be used for business activities that will improve the borrowers’ 

living conditions. In contrast, the term MFI is a wider concept, which may include 

other financial services offered to the poor, such as bank accounts with special 

conditions favorable to them. In poor countries, due to the lack of social services, high 

unemployment, and insufficient infrastructure and so on, the figure of the 

entrepreneur is pivotal because it can create microenterprises acting as catalyst for 

social and economic change (Eversole, 2004). As defined by Eversole (2004), 

microenterprises encompass self-employed sidewalk, merchants with only a few 

dollars in stock, as well as shop-owners and tradespeople with thousands of dollars’ 

investment. (ibid 2004:124)  Within the international development field, a 

microenterprise is defined by having five or fewer employees. 

Microcredit was born in 1976, with Muhammad Yunnus - an economics professor at 

Chittagong University in Bangladesh- when he started lending a small amount of 

money to a group of villagers in Bangladesh, who invested the money in developing 

informal businesses. Yunus argues that economics have failed to address social and 

Self-based

Intervention-based

Market-based or inspired

Asset-focus, in a world without risk

Accumulation (savings for investment into productive 
assets, including physical and human capital)

Asset creation programmes (targeted by wealth); transfers 
as gifts or gifts conditional on work or action (e.g. 
conditional cash transfers with education objective)

Microcredit, focusing on physical capital

Responses
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political issues of economics and it ignores the subject of poverty. According to 

Yunnus, poverty persists because of the lack of access to capital. Therefore, poverty 

needs to be addressed at the micro-level instead of at the macro-level (Yunnus, 1998). 

Yunus believes that this wrong manner to address poverty is caused by three fallacies: 

1. Credit is a neutral tool: Economists have failed to recognize the social power 

of money and the banks have induced this financial marginalization of the 

poor by considering that only those who can offer collateral are creditworthy. 

Nonetheless, in the absence of collateral, credit discipline is needed. To have 

discipline, GB has created a system of peer pressure which delivers social 

collateral to the bank. This system is based on group lending. Such system 

consists of lending money to a group of people which is liable for the loans 

that are given individually to each member of the group. 

2. Entrepreneurs are a special, select group of people: Again, the rigid judgment 

of economists sees the vast population of DC as wage laborers, considering 

entrepreneurs as a rare and scarce group of people. In Bangladesh, Yunnus 

targeted poor women as they are the one willing to do whatever they can to 

take care of their family and children. The GB didn’t imposed which business 

borrowers should undertake, but women were encouraged to decide and start a 

business of what they could do better. 

3. Capitalism is only reliant upon profit maximization: Capitalism has put aside 

the social returns of business, just focusing on financial returns. Therefore, 

Yunnus advocates for The Grameen Approach to Capitalism, -the Social 

Consciousness Driven Capitalism-, which considers to be businesses’ 

objectives the combination of social and financial returns. 

 

 

The United Nations declared 2005 the “International Year of Microfinance”, and the 

year after; Muhammad Yunus was awarded the Nobel Peace Prize in 2006. Indeed, 

there have been an international consensus on the power of microloans to help low 

income people, and the wide range of organizations, which can be potentially 

involved in providing such solution – from international financial institutions to 

foundations or private investors- seem to be very enthusiastic about it.  
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Despite all the recent euphoria created by the Nobel Peace Prize, there are many 

skeptics about the benefits of MIF, and in particular, MCs (Chowdhury, 2009) 

Broadly, we find two opposing views in the relevant literature. First, there are a group 

of scholars who are very enthusiastic about the positive impact that MIF have on 

poverty reduction, and even support the subsidies to MIF programs. On the other 

hand, we find those authors who are skeptic about the effectiveness of such programs 

and are claiming to invest the money in a different way (Islam, 2009).  

The controversy whether MC have the power to alleviate poverty continues open. 

Yet, in the following section we do not aim to discuss all the academic texts about the 

topic, but we have focused on reviewing the authors that highlight weaknesses and 

pitfalls of microcredits – as this is one of the intended outcomes of this Thesis. 

 

Boudreaux and Cowen (2008) argue that although microcredit has some problems, it 

makes life of the poor more bearable, any anyhow the alternatives to microloans are 

worse.  For instance, they point out that the high interest rates charged to the 

borrowers would be even higher in the case of going to a money lender of the 

informal economy. However, they point out that borrowers may sometimes prefer 

them as they offer some advantages such as the quick availability of money or the 

absence bureaucracy. In addition, Craxton (2011) argues that money lenders can be 

often more convenient to the borrowers as the period is shorter than the endless 

microcredit loans. Yet, Rosenberg (2010) argues that poor people rather prefer 

borrowing from a formal MFI institution than moneylenders as the latter are not 

reliable.  

According to Boudreaux and Cowen, group lending also presents some problems. For 

instance, when a borrower can’t repay, he may be subject of abuse from the rest of the 

group, however they highlight, that in any case this is usually softer than the 

intimidation employed by moneylenders. In regard to group lending, Green et al 

(2006) note that in the real world, due to imperfect information, it is not easy to find 

matching partners neither to fully monitor group members. 

Moneylenders are sometimes the only scape of borrowers when they cannot repay a 

loan (Clark and Dercon, 2009). To avoid punishment from MIFs or the group, they 

may search for refinancing in the informal economy which usually ends up in a debt 

trap. Therefore, according to Clark and Dercon, Microcredits may increase vulnerably 
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of borrowers. In addition, this fear to punishment creates risk aversion and keeps poor 

families from engaging in microcredits programs. 

Aneel Karnani (2007) criticizes microcredit stressing that it doesn’t alleviate poverty 

and that is more beneficial to wealthier borrowers, as the poorest are not willing to 

take risks. He also points out to the lack of business skills of the poor saying that it is 

not easy or usual to be a real entrepreneur, so even having the money to create 

microbusiness the success is not assured. Referring to the high interest rates of 

microloans, he also recognizes that they are lower than those charged by 

moneylenders. Notwithstanding, he notes that if the interest that borrowers must pay 

are higher than the returns they get from the investment, they will become even 

poorer. Opposed to Yunnus, he concludes that the attention should be moved from 

MFI toward the creation of formal jobs, which is really what may help poor countries 

to climb out from poverty. 

Eversole (2004) also recognizes that it is not easy to find real entrepreneurs; however 

he stresses the importance of enhancing entrepreneurship in DC, where there are high 

unemployment rates. In addition, he supports Yunnus’ vision of focusing on women, 

as studies have shown that women spend business profits on the well-being of their 

family and particularly, their children. However, he argues that an enabling 

environment must accompany entrepreneurship, and accordingly he determines that if 

microcredit has not transformed poverty into prosperity it is because credits are too 

low, there is too little information and there are too few assets and skills. In addition, 

the lack of social safety nets in DC makes poor people unwilling to take risks. 

Regarding MIFs, Brau and Woller (2004) argue that the vast majority of MFIs are not 

able to operate in a sustainable way, namely, they are not financially self-sufficient. 

Instead, they rely on the support of donors and government to continue operating 

without covering costs.  

In order to be sustainable, some MIFs are charging high interest rates to their low 

income clients (Rosenberg et al 2009). Rosenberg at al (2009) analyze the 

components of the interest rates of microloan to see if they could really be lowered. A 

simplified formula is: 

 

Income from loans = Cost of funds + Loan loss expense + 
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Operating expense6 + profit 

 

Cost of funds: this is yet a high cost but in the long term, if regulators allow7 MFIs to 

take savings they will be able to lower costs by being more leveraged. 

Loan Loss Expenses: they consider that the rates of credit default are already low. 

This is maybe because MFIs are being too risk averse in its selection of borrowers. 

Operating Expenses (efficiency): costs are bigger for small loans, and opposite to the 

BOP theory Rosenberg et al (2009) deny that by reaching economies of scale, cost 

would be lowered8. 

Profit: MFIs do generate profits and most of them are captured by NGOs instead of 

private entities. However, profits are not a predominant driver of interest rates. 

Yet, some MIFs as Mexico’s Banco Compartamos argue that setting high interest 

rates –up to the 90%- is the best way to expand fast, without relying in any kind of 

subvention. Other postures are very critical about such approach as according to them 

these are usurious practices –as moneylender’s operations-, which MIF aims at 

circumventing.  

Craxton (2011) also recognizes that in most of the cases, interests are too high in 

order to cover operational costs.  Yet, she refers to MIFs that charge these rates as 

predators, and claims that if they can’t really offer better conditions to the poor, they 

should disappear.  She also criticizes MFIs for not being sustainable. Indeed, as 

operational costs are too high and very difficult to lower, it is only by receiving 

subsidies that those MFIs can continue operating. At the same time, she argues that 

public funds should be spent on initiatives that have proven to reduce poverty, and 

this is not the case of MIF. 

Murdoch (2000) is against to the above vision of the need for MIFs to be sustainable. 

In addition he criticizes the claimed win-win9 proposition and he argues that because 

of the search of the win-win situation, best practices10 haven’t been adopted widely. 

In general, he argues that there is a wrong lesson learnt from failures of the past, as he 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
6 Personnel and administrative costs, such as salaries, maintenance, depreciation, etc. 
7 Some countries do not permit MFIs to take savings.  
8 Rosenberg et al (2009) base this assertion on Regression analysis and mention that the motive could 
be that MC is highly labor intensive. 
9 In a win-win situation all participants can profit in a way or another. 
10 A best practice is a method or technique that has consistently shown results superior to those 
achieved with other means, and that is used as a benchmark.	  
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believes that not achieving a win-win situation is not always a sign of breakdown; 

instead, innovation is what is needed. To justify its posture, he refutes the assumption 

of the win-win situation in MIF (and also many of the arguments presented against 

MIF presented preciously in this section): 

In the following we enumerate Murdoch’s arguments against such critics, as we 

believe it makes easier to understand them: 

Claim 1: Raising interest rates does not substantially diminish demand for loans. 

Indeed, despite the high interest rates that moneylender charge, they still have clients. 

However, these kinds of loans are to meet short-term needs, not to make long-term 

investments, as MIF aims. 

Claim 2: Financially-sustainable programs can achieve greater scale than subsidized 

programs. Thus, they can make a bigger dent in poverty. Murdoch argues that the 

initial claim can’t be a general proposition, as it depends on the each case. In addition, 

he argues that small programs can often target better the really needed than larger 

programs. 

Claim 3: Financial sustainability is critical for MIFs as it is the route to being able to 

access capital from commercial financial markets rather than donors. However, 

Murdoch argues that poor borrowers are seen as a risky business, and if MIFs 

institution relies on commercial banks to access the credit creating leverage, they will 

face difficulties unless they are able to demonstrate no risks. 

Claim 4: Since sustainable programs do not require outside funding, consideration of 

costs and benefits is irrelevant. There are no costs borne by governments or aid 

agencies - there are only benefits. Sustainable programs are thus superior to 

subsidized programs. However, even with the option of cost 0, subsidizing may be the 

option chosen if benefits outweigh costs. And according to Murdoch, subsidized 

programs have better outreach. 

Claim 5: Subsidized credit programs are inefficient and ultimately bound to fail. This 

is one of the facts observed in the past, however programs are now different. In 

addition, poverty alleviation is currently a priority within donors and therefore 

funding should continue but focusing on more innovative programs. It is also 

important to realize that there is no only economic profit but also social profits that 

must be calculated. 
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Claim 6: Subsidized credit most often ends up in the hands of non-poor households. It 

is true that in the past, as government has been involved, there has been corruption 

and the most powerful groups have obtained the cheap credit. But subsidies do not 

have to be completely eliminated, but partly reduced, so there are not excessively 

cheap credits but relatively cheap. 

Claim 7: Microfinance has been and should continue to be a movement with minimal 

government involvement. Indeed, as long as programs are funded by governments, 

they will play a critical role and limits have to be clear. However, instead of putting 

them completely aside, more constructive relationships between Public Institution and 

MFIs need to be built. 

Claim 8: Mobilizing savings is not likely to make sense for subsidized credit 

programs. As the cost of maintaining deposits may be high, some institutions chose 

on relying just on donors funding –this is one of the explanations of the subsidy trap-. 

There is therefore the need for innovation and setting arrangements that can reduce 

both cost for donors and also encourage savings mobilization. It is also important to 

mention that some MIF institutions are not allowed to manage deposits. 

 

All the different positions presented above will serve us to construct a table with the 

main arguments against MC and they will be of great utility to find out which kind of 

MI product could better contribute to alleviate such weaknesses. 

 

 

3.5 Microinsurance 
Having reviewed the literature on MC and its mains criticisms, we turn now to present 

the concept of MI with the aim of ascertaining if it could be a solution to some of 

such criticisms. 

Studies published by Nobel Laureate Amartya Sen, have shown that poor people is 

more exposed to unexpected contingencies. In addition, in developing countries, risk 

is not sufficiently covered, which has important welfare costs (Clark and Dercon 

2009). 

According to Clark en Dercon (2009), asset related poverty has been considered in the 

past without taking risk into account (Table 3 above). Indeed, MIF has been 
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focusedon designing schemes to avoid problems of adverse selection or moral hazard. 

MC however may increase vulnerability of recipients when they face shocks that 

reduce the capacity to repay such loans (Clark and Dercon 2009; Craxton 2011). 

Table 3 presents a simplified framework to address vulnerability with the ultimate 

objective of reducing poverty. 

 

Table nº 4: A simple framework for researching poverty with risk 

 

Source: Clark and Dercon (2009) 
 

It is widely known that poor people, in addition to social safety nets11, have their own 

mechanism for reducing risks, as for instance, diversification, use of assets to smooth 

consumption, or investing in low risk - low return activities12 (Murdoch, 1995). But in 

general, among low income people, there is risk aversion that prevents potential 

entrepreneurs in DC from applying for a loan to develop a microenterprise (Eversole 

2004). 

Accordingly, besides MC, MI is another market-based response to poverty, when risk 

is taken into account. Microinsurance is the protection of low-income people against 

specific perils in exchange for regular premium payments proportionate to the 

likelihood and cost of the risk involved (Churchill, 2008:12). Therefore, the only 

difference from conventional insurances is the target market. The International Labor 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
11 non-contributory transfers targeted in some manner to the poor or vulnerable (World Bank, 2009). 
12 Investing in low risk activities there is very little chance to loss the capital. In many occasions, 
higher risk is accompanied by potential higher returns (Budgeting money-the Nest website, 2012). 

Self-based
Self-insurance (savings via liquid assets) and 
other risk management and coping mechanisms

Intervention-based Safety net (responsive to crisis)

Vulnerability

Risk-focus in a world focusing on protection
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Market-based or inspired

Microcredit, focusing on consumption 
smoothing.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  
Microinsurance



The	  Role	  of	  Microinsurances	  in	  Microfinance	  
A	  Dominican	  Case	  

	  

	   50	  

Organization (ILO) narrows this target, and focuses its attention to the people 

working in the informal economy. Actually, Churchill argues that since its origins, in 

the 1800s, insurances were a service for the poor, as rich people had already a back-

up. Hence, he defines MI as a “back to basics” service to protect poor people through 

risk pooling13.  

Some authors believe that microcredit could also be used as a way of reducing risk 

because by having higher income, a household is more protected against unexpected 

shocks (Islam, 2009). Yet, Clark and Dercon (2008) argue that MC is not an effective 

tool to protect against such risks as the individual has to assume the full cost of the 

remedy.   In the presence of insurance however, the risk is pooled and the insured 

only pays for a little part of the solution, keeping the money of the MC available for 

its initial objectives.  

According to Churchill (2007) MI has emerged in DC from three different entry 

points: 1) unregulated insurance schemes developed for the communities themselves 

to cope with risks; 2) donor-led efforts to promote risk pooling mechanisms for the 

people excluded from commercial and social insurance schemes; and 3) some 

insurance see a “new market” opportunity based on Prahalad perspective. 

This third perspective sees MI as a product destined to the BOP market, which is 

described in the first part of the present literature review. In addition, we argue that 

MI can be part of a company’s CSR strategy, as in the case of DKV. Yet, we believe 

that, in the long term, there is the possibility that such CSR program turns into CSI 

strategy, if DKV tries to seek profits of the MI project. 

 

MI generally covers everything from life to health care, and also the risks related to 

weather, property, agriculture, livestock and catastrophe. According to Mosley 

(2009), there are three kinds of MI schemes. The first, are mostly credit life MI 

promoted by NGOs or the State, which ensures loan repayment in case that the 

borrowers dies, and aims at financial sustainability over the medium term. The second 

kind is profit motivated, and it is offered by private sector organizations that have 

realized of this unexploded market which encompasses the poor but not the lower 

base of the BOP. The third is an extension of the first kind, but instead of only mainly 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
13 Risk pooling means that insurance schemes combine the resources of the many to compensate for the 
losses of the poor. (Churchill et al 2002) 
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benefiting MFIs, there is a turn towards a more social focus that aims to compensating 

the shortcomings of the welfare state in DC. 

We can also classify it by focusing on the providers of such service. According to 

Islam (2009), in most of the cases, MI is part of the products offered by a MIF, but 

recently more “stand-alone” MI organizations have emerged. These organizations 

may be also classified by being “for profit” or “non-profit”.  

Although not as widespread as MC, several authors (i.e. Murdoch, J; Sachs, J.; 

Churchill), have already highlighted that MI may play even a higher role than MC in 

alleviating poverty. According to Reinhardt, vice president of Munich Re, people can 

escape poverty by means of using micro lending, and MI may help them not to come 

back. Notwithstanding, it is not the aim of this research to study the impact on poverty 

reduction of MI on its own, but to conceive it as a possible solution to the pitfalls of 

MC mentioned above, with the final aim of reducing poverty. Yet, we will still 

address something in regard to impact of MI, as it is important to take it into account 

when analyzing which kind of products could improve MCs. 

Table 4 is a conceptual framework that presents the shortcomings and pitfalls 

identified by the literature of MIF and described largely in the section above. Inspired 

by the classification that Dercon and Kirchberger (2008) did on MI, we have clustered 

it according to three categories: 1) Impact Issues, referring to social impact that 

microcredit have on the countries implanted; 2) Demand-side issues, have to do with 

the specific features or conditions of microcredit recipients that hinders the 

effectiveness of such credits in achieving the ultimately goal of reducing poverty; 3) 

Supply-side issues refer to factors related to MIF institutions that prevent them from 

delivering a service with value to the poor. 

For each of the pitfalls and shortcomings of microcredits listed we have written beside 

–backed by the literature- how MI could contribute in a positive manner. 

We have set these three categories as we consider that pitfalls of MC always relate to 

any of them; yet, as the categories are conceptually different, they need to be tackled 

from a different perspective. 
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1) Impact issues 

As seen in the previous section, some authors criticize MC for haven’t been effective 

in reducing poverty and even increasing vulnerability of recipients.   

Vulnerability is closely link to poverty. Indeed, if a borrower is successful in starting 

a micro business and in escaping the poverty line, he can easily return to his origins 

when a contingency occurs, causing incapacity or other impediment to continue the 

business. This process has been described as the poverty-vulnerability vicious circle 

(Mosley 2009).  A well designed insurance product, adapted to the necessities of each 

borrower, would protect the borrower in case of such contingencies so he could still 

repay the loan, without depleting other assets (Clark and Dercon 2009).  

Protection with MI products may be especially important for farmers in rural areas 

and may be the solution to catalyze prosperity (Norton 2010). Indeed, without 

insurance, an entrepreneur who has enhanced its business with a MC could find big 

difficulties in the future to maintain its business activity in case of a natural disaster, 

accident, illness or any necessity of attending familiar issues (ibid). 

Another event that prevents MC from having the intended impact is that very often 

money goes to cover other matters different from business (Cowen, Boudreaux, 

2008). Indeed, many studies show that households have high costs burdens as a result 

of illness which disturb any gains made in the microbusiness they run. (Leatherman et 

al 2011). Therefore, an integration of MIF and health programs could be a good 

combination to combat poverty (Leatherman et al 2011), as the amount of money of 

the loan could be integrally destined to the microenterprise. 

Referring to Karnani’s critics of MC, which claim that MCs are not beneficial to the 

poorest people, Clarke and Dercon (2009) argue that the poorest people, who are 

more vulnerable, feel more secure when they are insured and therefore, they are more 

willing to engage in higher expected returns activities. Thus, according to this 

argument, not only the richer but also the lower income population may benefit from 

MCs in the future. 
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And this last issue relates to the risk aversion that characterizes the demand-side of 

MC. 

 

 

2) Demand-side issues 

Risk aversion can be lower if the risk of not having the capability to repay is reduced 

(Norton, 2010).This uncertainty may prevent low income people from taking on 

productive activities that might help alleviating poverty (Churchill, 2007).  Therefore, 

insurance products that protect the borrower from certain shocks will increase the 

willingness to ask for credit. At the same time, by seeing successful stories, trust 

towards MIF organizations will increase among potential poor borrowers (Mosley 

2009), and microcredit will become more popular.  

As mentioned before, public health systems in DC are very inefficient or even 

inexistent for the people working in the informal economy. Therefore, MC borrowers 

face the risk of credit default on the loan when they have to pay medical bills in case 

they or a member of their family becomes ill. Hence, in DCs it becomes pivotal to 

have this kind of risk covered. Accordingly, if being efficiently insured, the borrower 

doesn’t have to spend extra money to cover unexpected health issues (Lashley, 2008), 

and thus, the risk of credit default is lower.  

In the section above we have also highlighted some problems with group lending 

(Woolcock, 1999; Cowen and Boudreaux, 2008). These problems could be reduced 

by the possession of an appropriate insurance by the members of the group as it would 

enhance trust (Mosley, 2009) among them. Moreover, the potential death of any of 

the members, if covered by the insurance, wouldn’t be seen as a major risk (Churchill 

and Matul, 2012), which would also increase overall trust among the groups.  

In addition, we argue that as group lending has been devised mainly to avoid credit 

default, having a well-designed insurance adapted to each circumstance, this system 

would be no longer needed, as such risk may be covered.  

Other critics to MCs claim that recipients of MCs doesn’t have enough business 

training and thus, the possibilities of an investment to be successful are very low or 

even inexistent (Karnani, 2007; Eversole, 2004). Yet, we argue that this drawback 

could be also overcome by the presence of an insurance scheme.  As Loro (2012) told 
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us in the interview we held, MIFs and Insurance companies can join efforts to 

elaborate training programs focused on specific segments of people. As an example, 

CODESPA and ADOPEM, in addition of the MI program in DR, they have also 

launched a program to help low income people, mainly the recipients of MC, to create 

a micro company. Moreover, currently, CODESPA is designing a program to educate 

the poor on basics finance. Financial support has been demanded to Spanish insurance 

company DKV Seguros to fund the program through its CSR department. 

Other big challenge of MC identified in the literature is credit default (Murdoch, 

2000). For many of the reasons stated above, credit default could be reduced in the 

presence of insurance. Besides, according to Mosley (2009) there is already some 

evidence that insurance improve loan repayment rates. 

3) Supply-side issues 

The lack of the sustainability, or financial self-sufficiency of MIFs, has been widely 

discussed in the MIF literature (i.e. Murdoch 2000; Rosenberg at al 2009) and it is 

one big issue for MIF. The consultancy Arthur D. Little (2009) argues that alliances 

between MIFs and MIs companies would increase sustainability due to the 

opportunity to increase income with the fees with cross-selling, by sharing costs. In 

addition, selling insurance products would represent a competitive advantage for 

MIFs that would enhance staff productivity and increase stickiness of clients (Balani 

and Mukherjee, 2012; Churchill et al, 2002). 

Moreover, portfolio quality of MIF institutions can be substantially improved when 

loans are delivered together with MI (Churchill et al, 2002). For instance, loan-linked 

insurance protects the institution from credit default in case of some shock that may 

reduce the borrower’s income generation. Due to this effective manner of managing 

the risk of poor borrowers, even without having collateral, MIF institutions may be 

keener to extend the credit to poor people (Mishra, 1994). 

To reduce transaction costs of MIF and to improve efficiency, technology is a key 

factor. Some MI schemes use already efficient technologies such as mobile transfer 

solutions for premiums and claim payments (Riskebiz website page, 2012). Therefore, 

by serving both markets, synergies would be created and transactions costs could be 
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lowered. Due to these increased efficiency, productivity of MIF institutions might 

grow making profits raise.  

Indeed, by means of alliances, synergies would be creating by sharing cost and risks, 

as for instance, sharing distribution channels. In such situations all parties would be 

better off and this would contribute to achieve financial sustainability (Churchill et al, 

2002). 

In addition, by effectively managing loan default risk through a MI scheme, MFIs are 

able to expand more rapidly their loan portfolio. Revenue growth is also improved 

with the fees gained from insurance products (Riskebiz website, 2012; Churchill, 

2002). 

However, MI alone is not the panacea and there are some problems inherent to 

existing MI schemes that need to be taken into account and addressed. Mosley (2009) 

identifies four issues:  

• Moral Hazard: the possibility that the insured behaves in a negligent way, or 

the tendency to fake contingencies to claim an undue compensation, 

jeopardizing the benefits of insurance 

• Adverse Selection: the tendency for the people with higher risk to demand 

more insurance.  

• Effective targeting: the difficulty of targeting the people who really needs 

insurance. 

• Administrative costs: overcoming all the problems written above may 

represent a high cost for the insurers, which may make the project 

unprofitable.  

In the present, MI organizations are learning from previous failures and some 

measures have been taken in an improvisatory way (Mosley 2009). In the following 

Table we can see some of the measures taken by MI insurance institutions14 which are 

explicitly poverty-related. Some of the points to highlight are: 1) all premiums are set 

high enough to cover costs, 2) insurance should be designed to protect only against 

specific risks for which the potential of loss can be calculated, 3) mandatory coverage 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
14 SEWA of north-western India, FINCA health microinsurance scheme, Uganda, BRAC in 
Bangladesh, GRAMEEN in Bangladesh, WORLD BANK weather pilots in various regions, and 
BASIX in India. 
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reduces costs and the risk of adverse selection, 4) MIs should be offered by MIF 

institutions, and 5) the effort that some organizations are putting to target the ultra-

poor.  

 

 

 

Table nº5. Examples of measures taken by MI organizations 

 

 
Source: Mosley 2009 

 

In relation to the latter assertion, according to Churchill (2002), the risk of moral 

hazard decreases with income and education. Thus, targeting the poorest may not only 

mean to contribute positively to the development of the country but also be a defense 

against the risk of moral hazard. 

Regardless of the country and type of insurance product, there are a few key features 

of successful MI schemes design: large volumes, simple product design, and 

flexibility through short-term products efficient administration (Kuper, 2008).  

Value for the insured: 

Other aspect of the success of the MI is the value that represents for the recipient. 

Matul’s et al work “Improving Client Value from MI: Insights from Kenya, India and 

the Philippines” utilizes ILO’s value assessment mechanism PACE (product, access, 

cost and experience), to look at the added value tools for clients of 15 different MI 

schemes (Matul et al, 2011). Thus, we can use PACE to identify value creation 

opportunities through MI and analyze experiences of the study from three different 
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countries, which exemplifies the customer’s benefits and the impacts that MI have 

had already.  

• Product: describes what the insurance covers, benefit level, eligibility criteria 

and availability of value added services. 

• Access: implicates how accessible the insurance is, different choices, how 

adjustable to the customer’s necessities, enrolment, information, method of 

payment and proximity. 

• Cost: measures how affordable the insurance is, and value for money that it is 

reduced to keep the price low versus additional cost of delivery. 

• Experience: learning by looking at the clime procedures and processing time, 

policy administration, product tangibility and customer care (Matul et al, 

2011). 

 

By using the PACE model we aim to learn from the customer perspective and to try to 

understand the impacts that MI might previously had. In other words, the impacts are 

the value that MI represents for the beneficiaries that will encourage them to renew 

their policies. 

 

Next we present the types of MI that we can find in the market, which will help us to 

analyze how MI could improve MC’s effectiveness.  

As in normal insurances, we find roughly three types of MI 

1. Health Insurance: Poverty is related to low income, but also to poor health and 

illiteracy (Dohn et al, 2004). The expectations of HMI are that the poor will 

receive a minimum and reliable access to affordable health care. And the effects 

should be better and hygienic behaviors and earlier treatment in case of disease.  

The critics are that it doesn’t reach the poorest of the poor but it can increase the 

ability of low-income individuals to access medically necessary care at the 

appropriate time reducing the possibility of catastrophe. (Leatherman et al, 2012). 

Mosley (2009) argues that health insurance is the most sustainable kind of 

insurance as avoids the risk for the contingency to happen again. 

2. Life insurance: it consists of receiving compensation in case of death of the 

insured. It is the least complex to provide (Brown et al, 2000). Other types of life 

insurance are:  
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• Credit life insurance: According to McCord et al (2012) its primary 

purpose is that the outstanding debt is extinguished if the borrower 

dies. It is also typically mandatory as a precondition for obtaining a 

loan from a MFI. Because some organizations want to improve client 

value or simply for competitive reasons, credit life products have been 

enhanced in terms of covering other family members in the borrower’s 

household or covering additional risks, as for instance, disability. 

• Funeral insurance or last expenses: it is an insurance which benefit is 

destined to coverall funeral expenses. (Hougaard, 2012) 

3. General insurance:  

• Next generation index insurance: aims at protecting households against 

random or uncontrollable shocks that decrease household income 

below its average value (Carter, 2012). 

• Livestock insurance: to protect livestock from risks like disease, 

accident or theft (Sharma and Mude, 2012). 

• Property insurance: to protect assets from potential risks such as theft, 

natural disaster, etc. (Brown et al, 2000) 

 

 

To finally assess how MI could improve MC’s well-functioning we find relevant to 

analyze the possible impacts that MI can generate.  

 

3.5.1 Impact of microinsurance 

 
What is impact? 

According to Longman Dictionary, impact is the influence of a situation on something 

or someone (Longmand, 2008). Social impact assessment helps to assess or estimate 

the social consequences of political actions. 

In this thesis, we define impact based on Radermacher et al´s (2012) definition within 

the context of MI as the benefits, changes and effects that micro-insurance has on the 

people insured and their community (Radermacher et al, 2012).  
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We also try to assess the impact of micro-insurance as according to the literature on 

MI, the impact is also the value that MI has for the insured e.g. the vulnerability of an 

uninsured person versus an insured person (Radermacher et al, 2012). 

 

According to Loewe and Deblon, low income households possessing some assets are 

still highly vulnerable to unexpected events such as illness or weather catastrophes, 

which damage their homes and their crop production. Such events make that 

microloans are not enough for crawling out of poverty or protect themselves against 

such events. This is what Loewe and Deblon call “risk prevention”, which according 

to them can be mitigated through MI and it works as social protection. 

In this context the authors state that social protection may have and impact to the 

society contributing to development in three ways: 

1. It contributes to social justice avoiding that low income households fail into 

catastrophic situations in which they are not able to repay their loan. 

2. Social protection contributes to economic growth and productive investments 

such as education and tools of production. 

3. Social protection also contributes to political stability as it contributes to an 

improvement of the system. 

Thus, according to the authors social protection has an impact both in economic and 

social improvements. The authors also highlight that MI collaborate to social 

protection but it is not a substitute of what social security should proportionate 

through well fare state. Moreover, MI is not an appropriated tool for those who have 

difficulties to meet their most basic needs because it only helps mitigate the impact of 

future down turns in the insured, who already has an income (Loewe and Deblon, 

2010). 

 

Direct impacts of Microinsurance 
 
In this context, direct impacts will be the benefits or the way it affects the exposed 

and their family. In other words, to find out if the product has succeeded in delivering 

value. For example, if a program to reduce traffic has improved the quality life of the 

affected. 
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Despite the lack of indicators to measure the impact of MI, a study conducted by 

Radermacher et al (2012) has shed light on the impacts that have been studied 

recently on the MI field. 

The result from different studies are reviewed in Radermacher   

et al (2012) showing that in relation to MI the people insured in several countries such 

as India, China, Vietnam, Tanzania, Senegal, Malawi tend to increase their financial 

protection and thus the direct impact assessment is studied through indicators such as 

rising funds, expenditure and assets accumulation, which indicates positive results of 

people being able to increase their income (Radermacher et al, 2012) 

At the same time, they also utilized the indicators in the category “access to services” 

that also showed more positive rates against utilization and health status. 

Nevertheless, in some cases the data about these indicators is not available and 

therefore, it results on what the authors call “mix results” that in some cases are 

statistically positive but not significant or negative but significant. See an example of 

this on appendix 2 

The following examples show that the results of the studies are asymmetric which 

might indicate that socioeconomic factors could have influence on the effectiveness of 

MI. 

One of the studies conducted randomly in India selected households covering 21630 

people in 82 villages in Karnataka. The results for catastrophic expenditures indicates, 

the subscribers borrowed 30 to 36 percent less than uninsured patients and spent up to 

74 percent less from their incomes and savings, which allowed them to save money or 

spend their income in other basic goods. 

A second study conducted in Vietnam concludes that micro-health insurance allowed 

the insured to increase consumption on non-medical goods such as nutrition and 

education, which improves quality of lives and stabilizes life standards in time of 

crisis (Radermacher et al, 2012). 

Moreover, more access to health services is another indicator of positive impacts.  

For instance, a HMI policyholder who is aware of the coverage of his MI, would be 

more willing to visit the doctor, which would contribute to an improvement of his 

health condition. At the same time, the possibility that illness will keep him away 

from work would be reduced. However, this is very difficult to prove and there is only 
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one study utilizing a method to evaluate the insured´s health against a health 

insurance (ibid). 

 

 
 
 
Possible indirect impacts of Microinsurance 
 
After analyzing what is now recently about the direct impacts of MI Radermacher et 

al (2012) also points out at the indirect impacts that MI may have in the community. 

These impacts include the people who are not directly affected but may be affected or 

benefited indirectly. This is what economists call externalities or external impacts, 

which are called indirect impacts because they are a result from direct impacts. It can 

include the effects on the economy and social benefits to the community. 

 

• Job creation it is a visible manifestation because a MI institution will need 

employees that will be trained and employed local people. In some cases, this 

will not be applicable because some people working with MI tend to be 

volunteers. 

• Investment because the premiums collected in the community will be 

probably invested either locally or nationally. 

• Infrastructural and regulatory changes that will be the use of more medical 

equipment but this might increase the risk of treatments that are medically 

unnecessary due to low skilled staff. 

• Group solidarity community based plans may increase community cohesion, 

which enhances social capital a crucial tool in poor communities. 

• Financial literacy MI institutions proportionate low-income people with little 

formal education and also information about understanding risk management 

tools and principles. 

 

In order to complement the direct and indirect impact assessment of MI institutions, 

Mosley (2009) has also shed light on the poverty reduction impacts studying the 

group of insured, who are below the poverty line. 
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• Individual well-being: as a result of group control they needed to improve 

self-reported health. 

• Stability of income and expenditure: more income stability, investment for 

education and asset accumulation. 

• Social capital and interpersonal relations: According to the results of Mosley´s 

(2009) study. Bonding social capital has been strengthened in relation to trust 

as a consequence of the advent of insurance. Liabilities are more predictable 

and therefore, borrowing from friends and family was less likely to happen, in 

case of emergency. An interviewee of the study answered that he had to worry 

less about medical expenses since he had the insurance, which according to 

Mosley improves positively quality of life. 

 

In the context of micro health insurance (HMI) related to MFI, a study in Bangladesh, 

has utilized indicators of poverty such as household income, stability of household 

income (food sufficiency and ownership of non-land assets) and the probability of 

being above or below the poverty line. The study was conducted in three different 

areas where Graham Bank (GB) has been working with HMI, and sheds light on how 

this is having an influence on the success of micro loans. It draws on the conclusion 

that there is a statistical significance in relation to HMI and poverty indicators such as 

food sufficiency. Finally, it concludes that micro borrowers cannot reap the benefits 

of a loan in case of health shocks since illness is usually what hinders the borrowers 

to pay its loan (Hamid et al, 2011). 

 

In relation to how to measure impact, different methods have been proposed. 

According to Hulme, methods to measure impact can vary as it can be measured 

through different economic indicators such as increase in income, asset accumulation, 

and enhancement of the borrower´s microenterprise (Hulme, 2000). Barnes also 

argues that assets are useful economic indicators because they are not as sensitive 

indicators as changes in income (Barnes, 1996). Impact can also be assessed through 

social indicators such as social capital building, empowerment and participation, 

education, access to health services, contraceptive use, etc. (Schuler and Hashemi, 

1994). However, we will not assess all these impact assessments, as our case did not 

provide enough empirical data to conduct such an analysis. 
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After having reviewed the literature on MC and MI we present, in the following page, 

a conceptual framework to analyze the pitfalls and shortcomings of MIF and 

especially MC, and we suggest how MI could help.  
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Table nº 6. Pitfalls of microfinance and how microinsurance could help.

 

Pitfalls	  and	  Shortcomings	  of	  Microfinance How	  could	  Microinsurance	  help?

*Once	  MIF	  clients	  have	  walked	  out	  from	  poverty,	  MI	  helps	  
them	  not	  to	  come	  back	  (Reinhardt,	  2012)

*Evidence	  so	  far	  indicates	  that	  finance	  interventions	  alone	  
may	  not	  be	  as	  powerful	  as	  "finance	  coupled	  with	  other	  
interventions	  -‐training	  and	  healthcare"	  (Leatherman	  et	  al,	  
2011)

*The	  security	  linked	  to	  being	  insured	  can	  be	  expected	  to	  
allow	  the	  avoidance	  of	  costly	  risk-‐management	  strategies	  
with	  positive	  impacts	  on	  poverty	  reduction	  (Dercon	  and	  
Kirchberger,	  2008)

*A	  tandem	  strategy	  that	  holds	  real	  promise	  to	  fight	  poverty,	  
is	  the	  linking	  of	  MIF	  to	  health-‐related	  services	  (Leatherman	  
et	  al,	  2011)

It	  may	  increase	  vulnerability	  of	  borrowers	  
(Clark	  and	  Dercon	  2009;	  Craxton	  2011)

*MI	  reduces	  vulnerability	  and	  protects	  the	  assets	  of	  poor	  
people,	  thus,	  they	  can	  escape	  poverty	  traps	  (Clark	  and	  
Dercon,	  2009).
*	  Insurance	  may	  enable	  individuals	  to	  safely	  take	  on	  risk,	  
high	  expected	  opportunities	  (Clarke	  and	  Dercon,	  2009)	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  

	  *MI	  could	  arrive	  to	  poor	  households	  with	  no	  entrepreneurial	  
skills	  (Islam,	  2009)

Money	  goes	  to	  other	  ends	  than	  business,	  
mainly	  to	  cover	  health	  issues	  (Cowen,	  
Boudreaux,	  2008)

*Health	  issues	  would	  be	  partly	  or	  totally	  covered	  (Lashley,	  
2008)

*If	  borrowers	  have	  some	  protection	  from	  uncertain	  shocks,	  
they	  will	  be	  more	  keen	  to	  borrow	  money	  (Norton,	  2010)	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  

	  *If	  people’s	  livelihoods	  are	  effectively	  protected,	  
investment	  among	  lower-‐income	  groups	  would	  be	  
encouraged	  overall	  investment	  and	  growth	  rates	  would	  raise	  
(Mosley	  2009)

*This	  method	  may	  be	  not	  needed	  (own	  deduction)

*In	  group	  lending	  schemes,	  members	  often	  appreciate	  
insurance	  as	  an	  important	  protection	  against	  the	  death	  of	  a	  
fellow	  member	  (Churchill	  and	  Matul	  2012)	  	  	  	  

*The	  possession	  of	  insurance	  enhance	  trust	  between	  clients	  
within	  groups	  "bonding	  social	  capital"	  (Mosley,	  2009)

No	  business	  training	  for	  the	  recipients	  
(Karnani	  2007;	  Eversole	  2004)

*MFIs	  and	  MI	  can	  join	  efforts	  to	  educate	  target	  groups	  
(Loro,	  2012).

*There	  is	  some	  evidence	  that	  insurance	  improves	  loan	  
repayment	  rates	  (Mosley,	  2009)

*The	  introduction	  of	  an	  insurance	  scheme	  may	  reduce	  credit	  
default	  (Brown	  et	  al,	  2001)

Overall	  
Impact:	  
socio-‐
economic	  
and	  direct	  
financial	  
outcome

Doesn't	  allow	  to	  climb	  out	  from	  poverty	  
(Cowen,	  Boudreaux,	  2008;	  Karnani,	  2007;	  
Craxton	  2011)

Microloans	  are	  more	  beneficial	  to	  borrowers	  
living	  above	  the	  poverty	  line	  than	  to	  
borrowers	  living	  below	  the	  poverty	  line,	  as	  
the	  poorest	  are	  not	  willing	  to	  invest	  in	  high	  
risk,	  more	  productive	  activities	  (Karnani,	  
2007;	  Islam	  2009).

Demand	  -‐	  
Side	  issues

Risk-‐averse	  poor	  families	  reluctant	  to	  
borrow	  money	  (Eversole	  2004;	  Dercon	  and	  
Kirchberger,	  2008)

Problems	  with	  group	  lending	  (Woolcock,	  
1999;	  Cowen	  and	  Boudreaux,	  2008)

Credit	  default	  (Murdoch	  2000)
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Source: own elaboration 

 

 

Pitfalls	  and	  Shortcomings	  of	  Microfinance How	  could	  Microinsurance	  help?

*Alliances	  between	  MIF	  institutions	  and	  MI	  companies	  to	  
offer	  bundled	  services	  would	  increase	  sustainability	  (Arthur	  
D.Little,	  2009)
*Synergies	  that	  alliances	  offer	  may	  increase	  sustainability	  
of	  each	  of	  the	  partners	  (Churchill	  et	  al	  2002)

*Insurance,	  if	  it	  works,	  stabilizes	  income	  and	  thus	  saves	  
financial	  institutions	  the	  costs	  of	  chasing	  unpaid	  loans	  
(Mosley,	  2009)	  	  	  	  	  	  	  

*If	  the	  insured	  does	  not	  repay	  the	  fee,	  the	  insurance	  policy	  
is	  just	  cancelled.	  (World	  Press	  2011)

Supply	  depends	  on	  existence	  of	  solvent	  
demand:	  it	  doesn't	  reach	  the	  very	  poor,	  risk	  
aversion

*Loan	  portfolio	  quality	  is	  improved	  (Churchill	  et	  al	  2002)

(Rosenberg	  et	  al	  2009;	  Karnani	  2007;	  
Murdoch,	  2000)

*A	  research	  in	  Africa	  showed	  significant	  increase	  in	  the	  flow	  
of	  credit	  to	  insured	  farmers	  after	  the	  introduction	  of	  an	  
insurance	  program	  (Mishra,	  1994)

Too	  little	  capital	  lent	  (Eversole	  2004)
*Managing	  loan	  default	  risk,	  MFIs	  are	  able	  to	  rapidly	  
expand	  their	  loan	  portfolio.(Riskebiz	  website)

Lack	  of	  awareness	  of	  social	  factors	  by	  MIF	  
(Murdoch	  2000)

*MFIs	  and	  MI	  can	  join	  efforts	  investigate	  on	  social	  needs	  to	  
design	  tailored	  products	  which	  deliver	  more	  value	  to	  the	  
communities	  (own	  deduction)

*By	  seeing	  other	  cases	  of	  success	  in	  case	  of	  contingencies	  
borrowers	  increase	  trust	  in	  MIF(own	  deduction).

*Introduction	  of	  insurance	  schemes	  has	  increased	  client	  
loyalty	  to	  MIFs	  (Brown	  et	  al	  2001)

High	  Interest	  rates	  (Cowen,	  Boudreaux,	  
2008;	  Karnani	  2007)

*As	  the	  risk	  is	  lower,	  interests	  rates	  could	  be	  lowered,	  also	  
by	  synergies	  created	  through	  the	  alliances	  which	  	  may	  
reduce	  transaction	  costs	  (Loro,	  2012)

*Synergies	  by	  sharing	  distribution	  channels	  will	  reduce	  
costs	  (Arthur	  D.Little	  2009;	  Mosley	  2009).

*By	  serving	  both	  products	  there	  is	  a	  maximization	  of	  
efficiency	  (Riskebiz	  wesite).

*Efficient	  technologies	  already	  used	  in	  MI	  can	  be	  extended	  
beyond	  MI	  to	  provide	  overall	  improvements	  in	  efficiency	  and	  
productivity	  in	  microcredit	  operations	  (Riskebiz	  website).

Supply-‐side	  
issues

Lack	  of	  sustainability	  (financial	  self-‐
sufficiency)(Murdoch	  2000;	  Rosenberg	  et	  al	  
2009;	  Brau	  and	  Woller	  200;	  Craxton	  2011)

Intransigent	  collection	  practices	  in	  case	  of	  
credit	  default	  (Craxton	  2011)

Lack	  of	  trust	  (Green	  et	  al	  2006)

High	  Transaction	  costs	  (Rosenberg	  et	  al	  
2009)
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Figure nº4 Relationships among issues of Microcredits 

Source: own elaboration  

 

To understand better how vulnerability is related to the problems of MC, we have 

constructed Figure nº4 with the interrelations between the main issues that surround 

MC. The red arrow means that there is a cause-effect relation, and the blue line 

indicates that both issues are strongly related. Such figure permits to easily see that 

the weaknesses of MC are always related to one of the three categories we have 

defined in our conceptual framework: Impact, Suppliers of MC and the Demand side 

of MC. 
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4. Case Study 
 

4.1 The context in Dominican Republic 
The history of MI in DR dates back to the decades of 1910-1920, when the Canadian 

companies SUN Life Ins. and Crown Life established in the country and started the 

business of life insurances. 

The Dominican public health system was created in 2001, under the enactment of the 

Law Nº68 of the private insurance, with the aim of providing not only health services, 

but also to offer protection regarding work risk, incapacity, against senescence and 

labor severance. All big companies got involved in that system, but small and 

microenterprises were excluded from the public health system. In 2006, the 

government created a subsidized social and health insurance for the poorest people. 

However, this system has never been implemented because of the lack of capacity to 

offer effective health services to the big amount of poor people in the country. This is 

a great issue as in DR, most of the people are micro entrepreneurs who work in the 

informal sector of the economy, and thus, are outside the public health system. 

In DR, microenterprises are those units not engaged in agricultural production and 

with no more than ten employees. They produce a wide range of commodities; mainly 

end consumer products that attend the necessities of specific small sectors of the 

population, which can be people at the BOP or tourists. Microenterprises (ME) 

operate in the informal sector of the economy and therefore, they usually do not have 

accounting records neither are formally established. In many cases, these businesses 

are the only source of income generation for families with scarce resources.  

It is estimated, that MEs constitute 23% of the GDP in DR and provides informal jobs 

to the 26% of the economically active population. Accordingly, this 26% of the 

population is excluded from the public health system and have no way to access to it.  

Official data from the Dominican Minister of Public Health, 2012 (Ministerio de 

Salud Pública) points out that currently the public health system provides health 
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services to the 75% of the population (MSP, 2012). However, unofficial data notes 

that barely 50% of the population has access to the public health system. 

In addition, within the private sector, the statistics are not published due to tax issues. 

Hence, it is only possible to make an appreciation of the existing number of centers 

being, at country level, around 300 private hospitals located urban areas, while the 

number of centers in rural areas is unknown. Not even the Public Health Minister has 

published the data about it. 

50% of the hospitals in the urban areas are located in the capital. As an average, there 

are 0, 7 private hospitals for each 10.000 habitants, and 1, 4 beds per each 1.000 

habitants (ibid). According to these data, RD is one of the worst five positions of the 

continent. 

The owners of ME in RD do not have a health service. Through a study developed by 

ADOPEM (2010), it was revealed that numerous entrepreneurs do not get even the 

basic assistance in hospitals; neither have any alternative to maintain their business in 

case of illness of one of its family members, which may wipe out all their resources.  

They have no possibility to obtain medical services due to the lack of resources and of 

the absence of appropriate insurances. This reality is also demonstrated by studies 

undertaken by FondoMicro15, which conclude that often, the reasons for closing a 

company are related to health issues. 

On the other hand, MEs have little capacity to bear the cost of social security for their 

employees. This translates to about one million workers subsisting on the backs of all 

formality. With all this, the Dominican system model triggers that only people who 

are within the contributory regime (mainly formal employment) have possibilities to 

access to health services with guarantees. 

People who are excluded from the financial system, in the face of dramatic situations, 

resort to the informal sectors which, in many occasions, worsen their vulnerability. 

Some of the figures to highlight from the study are: 

• The 84% of families lack health insurance, with big differences among 

regions. 

• In two out of three households, where someone had to be hospitalized, it was 

necessary to use savings, to ask for loans or to sell and pawn goods. 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
15	  Private Institution which aimed at investigating the characteristics of SMEs in DR. 
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• Women are more vulnerable due to the socio economic conditions they live in. 

• People who have private insurances have a more continued service but have 

not enough coverage. 

• One of the causes of bankruptcy of microenterprises is the lack of a public 

health system. 

 

According to the surveys undertaken by ADOPEM, the clients of ADOPEM 

identified the following problems: 

• Low coverage to mothers and children. 

• No application of the law of Maternity16. 

• Lack of mother education. 

• Lack of Public Polices oriented to health services. 

Besides, the study shows that among ADOPEM clients, the 96% used public services 

(even being aware of the insufficient attention received), and just a 4%, used private 

services.  It also highlights that the most demanded are those of pediatric, gynecology 

and intern medicine services. A characteristic to highlight is the high infant mortality 

rate which consists of 83 for each 1000 babies born. 

In this sense, ADOPEM has detected that one of the main reasons for which its 

clients, mostly women, stop paying the loan, is precisely because one of their children 

or themselves gets ill. 

 

 

 

 

 

 

 

 

	  
	  

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
16 Law regarding maternity and nursing benefits that became effective in September 2008.  
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5. The Product 
 

We turn now to describe the product of our case study, which a life MI, designed 

among three partners: ADOPEM, CODESPA and Dominican insurance company 

UNIVERSAL.   

There are two types of insurances managed by ADOPEM: mandatory, or related to 

the loan, and voluntary, which anyone can acquire without being customer of the 

bank. 

1) Mandatory insurances or credit life insurances: It is an insurance associated to 

those credits higher than RD$.50.000 (approx. 1.100 euros). This insurance 

policy is collective insomuch as it includes all people with loans of at least the 

same amount. The customer is only insured as long as the loan lasts.  

2) Voluntary insurances: It is a unique and innovative MI that covers various 

risks. 

 

These second kind of insurances were created in order to reach the poorest people 

(Bocchio 2010). To this aim, ADOPEM and CODESPA committed to design a MI 

that was more appropriate to satisfy the necessities of people with scarce resources. 

They finally developed 3x1 MI, which is a life MI that consists of a combination of 

three insurances in one same product: 1) life; 2) last expenses; 3) disability. This 

product was accessible to everyone but it was mainly addressed to recipients of 

remittances, offered together with a microloan to create new business. 

Although the priorities identified in the market studies in DR were mother and 

children health, both our interviewed from CODESPA recognized that the election of 

the MI design was more focused towards the necessities of the bank that towards the 

potential social impact. They also argue that it was too complex and costly to design a 

health insurance (Martin 2012). In addition, Felipe Martin remarked that embarking 

on a health scheme would represent a high reputational risk for ADOPEM as the 

quality of health services in DR is very low. Therefore, health insurance was 

discarded and they opted for a life insurance which was also identified as a priority in 
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the interviews CODESPA undertook. 3x1 MI combined three coverage: last expenses, 

which covers funeral expenses in case of death; life, which covers the risks of natural, 

accidental and disease death; and disability in case of loss of any extremity. 

 

5. 1 Development process 
All the product development process was based on the identification of a market 

opportunity. According to Felipe Martin, ADOPEM identified the opportunity to 

create a MI based on secondary data from official surveys which revealed that 42% of 

the money received through remittances was used to defray health expenses. After 

that, surveys and market analysis were undertaken to finally decide on which MI they 

would design. This was a key factor of the process as it is important to design a 

product which is well accepted among the target market. 

 

5.1.1 Development team 
The staff assigned for product development was a reduced team composed by: an 

extern consultant specialized in the financial sector, the insurance office manager, the 

president and executive vice-president of ADOPEM, and the ADOPEM business 

vice-president. Other areas of ADOPEM like Technology and Marketing were 

incorporated later. 

The insurance sector requires specialized companies to offer the product; therefore, 

ADOPEM was obligated to work jointly with an insurance company, and ADOPEM 

was to be just and agent to sell the policies that were issued by the insurance 

company. The latter should provide with the software needed for emitting the 

policies, and offer staff training. 

 

5.1.2 Tools to identify the demand for the product 
Assessing costs against efficiency, ADOPEM opted to undertake surveys17 versus 

other research methods as for instance, focus on groups or personal interviews. The 

objectives of the surveys were: to validate the interest of the clients in MIs, to 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
17	  A	  complete	  interview	  model	  is	  showed	  in	  Appendix	  nº4	  
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determine the risks considered as priorities by the clients, the amount that they were 

willing to pay for the product, and the potential that the product would have to attract 

new clients and to improve customer loyalty. 

The survey was intended to respond four queries: 

Are ADOPEM customer’s aware that they need microinsurance? 

 95% of the clients stated to understand the importance of insurance. 

Which types of microinsurance products should be offered? 

Life insurance had great support with 60% of the demand and last expenses with 47%. 

If ADOPEM offered microinsurance; do you think your loyalty to the bank would 

increase? 

96% of the clients responded that in face of similar financial conditions, they would 

choose a bank which offers MIs. 

Which percentage of your income would you be willing to pay? 

Taking into account that 85% of the respondents receive brut income amount of 

around 500 euros per month and the 65% manifest the willingness to pay at least 2 

euros, it is calculated that the average would be willing to invest 1% of their income. 

With the above information it was possible to obtain quotes by the insurances 

companies regarding premiums and coverage. 

 

5.1.3 Surveys results interpretation 
ADOPEM had defined some general considerations of the product about which to 

determine the final election. First, the cost of the insurance should be low and the 

service excellent, therefore, it was important to select thoroughly the service 

providers. Besides, the policies should have a term of 6 or 12 months, or if linked to 

credit operations, the reference would be the term of such loan. Finally, 

documentation required by the operation should be as few as possible. 

According to the results mentioned before, ADOPEM opted for the three following 

necessities: life insurance, accidents and lasts expenses. 

Parallel, a competition analysis was undertaken and it was detected that in DR there 

was not an insurance product, specially designed for lower income populations that 

responded to their needs. 
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5.1.4 Bargaining process 
ADOPEM had to deal with an insurance broker and also had to choose an insurance 

company to work with. Regarding the insurance broker, ADOPEM decided to work 

with its regular broker to avoid confidentiality risk of its data base. The broker, 

accepted to be in charge of the software needed to issue the policies and the personnel 

training. 

After having quotations from 7 insurances companies, ADOPEM chose the one that 

offered better conditions for the life insurance and last expenses. 

It is important to highlight that ADOPEM have a high bargaining power which is 

based on the big amount of clients they have. According to Felipe Martin (2012), not 

all institutions should embark on projects of such magnitude as only big and 

recognized institutions like ADOPEM have enough bargaining power to be able to 

obtain good conditions at lower prices. 

 

5.2 Design 
One of the strengths of the design of 3x1 MI was the decision of combining three 

risks covered in the same policy. Such risks were identified as a priority in the 

surveys: last expenses in case of death; life, which covers natural death; illness death 

or accidental death; and disability in case of loss of any extremity. 

Finally, a product with very attractive features for the client was designed, achieving a 

complete product, which was easy, agile and affordable.  

 

5.2.1 Prices 
As the table below shows, the price of the insurance can vary according to the amount 

of coverage demanded and if it is going to be individual or collective (for two 

people). The minimum premium is 4€ per year and the maximum 14€ per year. Such 

annual premium is considered truly affordable by all kind of people, with a limited 

exclusion due to economic reasons. Taking into account that the average monthly  

income of DR is approximately 98€, such annual premium would represent 0,3% of 

the total annual income.  
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Table nº7. Prices and coverage of 3x1 MI 

 
Source: CODESPA (2010) 

 

The way that the process was designed was one of the factors that influenced the 

possibility of offering such a competitive premium. For instance, to issue the policies, 

the entire endeavor related to selling the product and printing the policies was 

transferred to ADOPEM. Therefore, what for the insurance company would entail an 

operational cost of 15%, was reduced until a 5%. 

 

5.2.2 Simplicity 
Simplicity of the engagement process was one of the priorities of ADOPEM. This is 

fundamental for people with scarce resources due to the lack of resources so as to 

cover transportation costs or the low level of literacy. The simplification of processes 

entailed a reduction of administrative costs and an improvement of customer services 

(as for instance the decrease of trips to the bank). In turn, instead of various products, 

it was chosen to simplify the process by creating one single product combined with 

several covers: 

• Just one form, one payment, and one name in the database. 

• Simple form, without small letters. Annual payment instead of monthly. 

• Product available to any customer. 

Besides, it was possible to design an extremely agile process to issue the policies and 

to claim in case of contingency. This agility was possible because the only 

PREMIUMS BASED TYPE OF COVERAGE
TYPE OF COVERAGEMIN. COVERAGE MEDIUM COVERAGE MAX. COVERAGE
Last expenses

PRICE BASED ON TYPE OF COVERAGE

14,29 €Last expenses 
premium + life + 

4,05 €

6,69 €

5,15 €

9,22€€

4,36 €

7,40 €

5,68€€

10,24 €

Last expenses 
premium + life + 

7,91 €

405,45 €
11.013,63 €
11.013,63 €

Last expenses 
premium + life (one 
Last expenses 
premium + life (joint)

6,08 €

10,34 €

405,45 €
506,82 €
506,82 €

405,45 €
608,18 €
608,18 €

Life
Disability
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requirement was a copy of the identification document and an affidavit saying that the 

applicant didn’t have any preexistent illness as AIDS or Cancer. According to the 

insurance providers involved in the project, this process simplification was possible 

because reinsurers considered that, with a coverage lower than 2.500 Euros18, the 

portfolio was enough diversified and the risk atomized. 

 

5.2.3 Agility 
For people at the BOP it is important to receive the money as earlier as possible in 

case of contingency. This is normally easy in the case of “last expenses”, but it takes 

more time in case of a life insurance due to some checks that need to be done in case 

of death. However, during the bargaining process ADOPEM reached an agreement 

with the insurance company and achieved to make the payment as early as in the last 

expenses insurance. 

In addition, the software to issue the policies was very simple. It took less than 10 

minutes to print the policy and the customers were assured from the moment they left 

the office of ADOPEM. As mentioned above, the broker assumed the cost of 

designing the software (around 10.000€), and this fact eased largely the process and 

the operational costs from the point of view of the insurance company. 

 

5.3 Profitability of the product 
The process for fixing the premiums is based on actuarial calculations that measure 

the probability for the risk to occur. The calculations take into account the age of the 

insured and the portfolio on its whole. 

Because of the low values of premiums, it is necessary to achieve a certain volume to 

generate an attractive income for the insurance company (i.e. Prahalad and Hammond 

2002). Therefore, the product will be only profitable in the medium or long term 

based on the scale. This is possible due to the wide portfolio of clients that ADOPEM 

has. 

The insurance company calculated that in relation to 3x1MI its equilibrium would be 

achieved with a monthly income of 2.000€. Having into account that the average 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
18 In our case, maximum compensation was limited to 1.013, 63 Euros. 
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premium was 6,4 €19, and the distribution of income among ADOPEM, the insurance 

broker and the insurance company, it was calculated that to achieve the equilibrium, 

437 monthly policies should be sold20; approximately 5.000 clients per year. (437 new 

clients per month who paid an annual premium of around 6 euros (437x6,4=2795,18 

per month)  

Table nº 8. Income distribution per insurance policy 

 
Source: CODESPA 2010) 

* Exchange rate used by ADOPEM 1€= 50 DR$ 

 

5.4 Lessons Learnt by ADOPEM 
• Through a coordinated endeavor of ADOPEM, the insurance company and the 

insurance broker, the product designed had appropriate features regarding, 

price, cover, agility and simplicity. 

• Monthly expenses that the premium entailed to the target were affordable. The 

factors that contributed to fix this low price were: 1) the fact that the insurance 

company knew in advance the risk of the clients portfolio of ADOPEM, as it 

was the insurance provider for all loans higher than 1.000€; 2) the lower 

operational costs generated by this insurance policy; 3) the potential benefits 

that the insurance company could see in the partnership with ADOPEM, due 

to its wide portfolio of clients. 

• The simplicity of requirements was another key factor, since just a copy of the 

ID and an affidavit saying that the applicant didn’t have any preexistent illness 

as AIDS or Cancer. As mentioned above, this was possible because reinsurers  

considered that with a maximum coverage lower than 2.500 Euros, the 

portfolio is enough diversified and the risk atomized. 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
19 Average Premium for policies sent during the pilot test, for three months. 
20 Real results are shown in Appendix nº 5 

Montly policies                   437

Distribution of Income % Income per average premium Monthly Income goal
INCOME DISTRIBUTION PER EACH POLICIE SOLD

Taxes 13,80% 0,88 € 385,54 €
71,60% 4,57 € 2.000,00 €Insurance company

100% 6,40 € 2.795,18 €

Broker
Adopem
TOTAL

7,30% 0,47 € 204,82 €
7,30% 0,47 € 204,82 €
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• The agility of the process allows for the insurance policy being printed 

immediately and that the client becomes insured the same day. This solution 

was possible as the broker accepted to design the software, and ADOPEM 

assumed the cost of printing the insurance policy and the sales force. From the 

perspective of the insurance company, the process has also been eased and the 

operative costs have been reduced from the 15% to the 5%. 

• High involvement of key actors with specialized knowledge 
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6. ANALYSIS 
 

6.1 Definition of target 
Having described 3x1 MI in DR, we now turn to analyze how such product has 

contributed to the better functioning of microcredit and how it could be improved. To 

do so, we will assess its utility based on the conceptual framework we have 

constructed(table nº 6), namely by addressing how the MI presented may help to the 

problems identified in MC in relation to its impact, demand and supply side. 

To analyze the appropriateness of such insurance scheme, it is important to remark 

that we need to set a context which is the same as in our case study, namely DR. It is 

important to narrow the socio-economic environment as the effective design of the 

insurance will depend on having taken into account the characteristics of our target 

market (Mattul 2012). Therefore, there is no one fits all, and every group of borrowers 

(classified by i.e. farmers in Ethiopia, local business owners in Bangladesh), will need 

a careful analysis of its needs in order to design an effective insurance tailored to 

every target. 

Thus, for the following analysis, we will focus on urban entrepreneurs in the informal 

economy in DR who have a micro enterprise or have the potential to start it, and have 

or will acquire in the future a microloan to develop such business. We do not include 

here farmers or breeders, and thus, insurance focused on livestock or weather is less 

relevant in the present analysis. In addition, as mentioned before, it is important to 

take into account that many entrepreneurs in DR are women (Boccio, 2012). 

Some of the improvements that we suggest are already reflected in the new project 

that CODESPA and ADOPEM and DKV are currently developing in DR. DKV has 

been chosen by CODESPA because it has a leading position in Spain regarding CSR 

policies and because it already possesses technical knowledge and expertise in 

designing insurance for the poor in Latin America.21 This second insurance project is 

aimed at designing a health insurance addressed mainly to mother and children health. 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
21 DKV and the NGO Tierra Nueva launched a MI programme in Ecuador in 2005. 
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6.2 Adapting the product to the BOP 
Before analyzing the contribution that 3x1 makes to the well-functioning of MIF, we 

consider important to check if it fits in the description of a product destined to the 

BOP market, and if it has been designed in an appropriate way to serve such market. 

To do so, we will compare the features of our insurance to the approach of the 4As by 

Anderson and Billou (2007) presented previously in the literature review. According 

to them, a BOP product needs to be Available, Affordable, Acceptable and creating 

Awareness to be successful. 

First, in terms of availability we shall say that 3x1 is a service that it is indeed 

available to the target through the wide network of branches that ADOPEM 

possesses. In addition, the employees of ADOPEM were trained to inform the clients 

about the product. Actually many authors have highlighted the advantages of offering 

MIs through MIFs. 

Second, concerning affordability, CODESPA and ADOPEM claim that the price they 

set – from 4 to 14 Euros per year - was lower than the value that the respondents of 

the questionnaires manifested they would be willing to pay. Notwithstanding, the 

price was calculated on an average salary of 98 euros per month, that suppose an 

income of 3.2 Euros per day. If we define poor people as those who live below 1-2 

dollars per day, the maximum income per month results only in around 45 Euros22 

which is almost half of the respondents’ average income. Hence, although we do not 

know how much the target group would be willing to pay for insurance, it seems 

obvious that the premium should be lower. However, in the second argument of 

Prahalad, the concept of being poor is extended from the bottom to the base of the 

pyramid, and thus, such segment with an income of 3,2 Euros would be included in 

the BOP. 

In addition, the premium of 3x1 MI is to be paid annually. If we convert it to a 

monthly payment, it may be easier to pay as it represents a much lower amount of 

their income. Yet, poor people working in the informal sector rarely have a steady 

income and therefore it may represent an overwhelming liability for the insured.  A 

solution we suggest is to design a scheme with flexibility of payments, where the 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
22 Euro-dollar exchange rate at September 2012. 
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policy holder could pay more when the cash flows are higher, and to have the 

possibility of not paying anything when things go wrong. This system though, would 

imply a higher complexity in terms of bureaucracy and to collect premiums, which 

could imply a higher cost for the MIF and the insurance provider. Another option 

would be to set monthly payments, in conjunction with a loan repayment. 

Next, is the acceptability of the service, which means that the insurance should 

respond to the socio-economics needs of the target market it serves. To such aim, 

CODESPA and ADOPEM undertook a market research to find out the necessities of 

their target market. Yet, the final decision of the type of insurance was more guided 

by the necessities of ADOPEM and to avoid too many complexities, which fails to the 

fact of value creation for the clients. According to the literature reviewed, it is better 

that non insurance experts do not embark on too complex insurance schemes, as a 

health insurance. This however, may be detrimental to the population. 

The fourth and last characteristic of Anderson and Billou’s approach is awareness 

referring to the capability to communicate the products to the target market. In our 

case, the target was informed through the wide number of branches that ADOPEM 

has throughout the country, but according to Silvia Loro, in these communities 

everything is spread through word of mouth due to the strength of social capital. 

Another method used in such project to increase awareness was by means of 

comparing the insurance premium with the price of famous beer in DR to make them 

aware that the insurance was as affordable as a beer (Martin, 2012). Yet, Maribel de 

la Rosa showed to have a vague idea of what MCs are, and she didn’t know anything 

about MI. From this fact, we infer that education about products is really needed in 

the BOP (Prahalad in Churchill, 2007).  

 

We find relevant to mention that, according to Churchill et al (2002), when the pay-

out amount of an insurance product is related to the value of its premium, the client is 

not receiving insurance, but an investment or savings service. Thus, based on such 

distinction, we would classify our 3x1 product as insurance, and not as an investment 

product, because the amount perceived when the contingency occurs it is not limited 

to the amount the insured have contributed to that time. 
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We turn now to discuss in which manner might 3x1 ameliorate the weaknesses of 

MC. And how such product could be improved or changed to have a higher impact. 

 

6.3 Analysis according to Impact 
As identified in table 6, the following are the main challenges, which have to do with 

impact of MC: 

1. Doesn't allow to climb out from poverty  

2. It may increase vulnerability of borrowers 

3. Microloans are more beneficial to borrowers living above the poverty line than 

to borrowers living below the poverty line, as the poorest are not willing to 

invest in high risk, more productive activities. 

4. Money goes to other ends different than business, mainly to cover health 

issues 

The ultimate objective of MIF is poverty reduction, and as seen earlier, some authors 

criticize it for not been an effective tool for poverty eradication. In this sense we have 

tried to present MI as a solution to the problems of MIF.  

If we classify 3x1 MI according to Mosley (2009), we would include it in the first 

kind of MI, which are micro insurances that are basically destined to assure credit 

repayment. Although CODESPA argues that Mix3 was designed to go beyond credit 

life insurance in order to achieve a higher social impact (Bocchio 2010), the fact is 

that both the interviewees from CODESPA recognized that life MI benefited more the 

bank than the insured.   

CODESPA and ADOPEM have now realized that they need to design a MI with a 

higher social impact. To this aim, in the project that they are currently developing 

together with DKV, we observe a clear turn towards Mosley’s 3th type of MI, which 

entails a benefit for the bank but social impact is highly taken into account. Indeed, 

although involving a higher complexity, they are trying to design a health insurance 

which responds to the necessities of the poorest Dominican population. 

Impact on society, as mentioned before, is not only difficult to analyze, but as MI is a 

relatively new product, we still do not have conclusive studies (Radermacher et al, 

2012). In our case in DR, impact assessment has not been undertaken yet, and, as 
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stated by the responsible of the project, it probably won’t be done, as it is very 

difficult to measure, above all because of the opportunity cost factor23 (Martin, 2012). 

Yet, CODESPA tries to evaluate their programs by means of the GDS method, which 

stands for “gestion del desempeño social” (social performance management). GDS is 

a system that an organization can utilize to measure, understand and improve social 

performance. In addition, it helps the organization in defining its goals and mission in 

relation to social performance but also to maintain the financial sustainability of those 

goals. In other words, GDS allows finding a balance between sustainability and social 

performance of an organization (microfinanzasorg, 2012). 

According to CODESPA, GDS is the system that introduces the social performance 

into the structure, policies and procedures of a MFIs. CODESPA designs a conceptual 

framework in which they define their strategies and operation on: 

• How to select and reach the customers,  

• How to satisfice them and  

• Finally the results are to promote the improvement of the customers’ quality 

of life. 

The three categories are based on their evaluation and on both economic and social 

indicators. The first category of evaluation assess in relation to economic indicators 

that 30 percent of their customers are now above the poverty line (Rodriguez, 2012), 

which is estimated by the United Nations to be $1.25 per day (MDG report 2010).  

Moreover, social indicators have been studied in relation to gender. CODESPA 

reports that 60% of their customers are women because the selection of customers is 

based on empirical evidence that proves the reduction of poverty through female 

employment (Rodriguez, 2012). Therefore, it is possible to see that CODESPA´s 

program may have an impact on the economic development of the people targeted as 

well as the social development of the women they are working with.  

Working with women may have a social impact on women´s participation in the 

national economy as according to the microcredit summit 2011, this contributes to 

their self-esteem, alleviate their economic problems, acquisition of more autonomy 

and to be self-sufficient (microcredit summit report, 2011). 

However, it is necessary to take into consideration that some woman could apply for a 

loan and their husbands may still use it for other purposes than its original one. We 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
23 As it is very difficult to know what would have happen in the absence of MC. 
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detected such gender problem when our interviewee from DR, Maribel de la Rosa, 

explained that she probably never applied for a MC because her husband never 

encouraged her to do so. According to Maribel, her husband was afraid of her being 

too successful with her business and go away from him.  

Moreover, in order to measure customer´s satisfaction, social and economic 

improvement, CODESPA conducts surveys every three months among their 

customers, which allows them to have more control of the achieved goals such as 

poverty alleviation and customer satisfaction. This organization strategy results 

according to CODESPA on more faithful customers, more customers are able to repay 

their loan, more variety of products, more new customers, more risk management, 

more transparency and more employee satisfaction (Rodriguez, 2012).  

Nevertheless, as Felipe Martin stated, Hummel also argues that survey methods are 

very time consuming and expensive as they need to cover big amounts of people and 

use a lot of resources. It can also be imprecise as the poorest of the poor are the more 

isolated (Hulme, 2000). Thus, the more customers they get the more complex the 

impact assessment becomes for the organization that use interviewing method. 

According to ADOPEM, the most effective way to measure the impact of their 

programs is to evaluate how customers are active and the size of their business, if the 

credit disbursed has helped to improve the customer´s quality of life, how many 

people the micro enterprise is able to employ now and the utility of their business. 

ADOPEM states that this is essential but they also have to provide capacitation to 

their customers on how to use their loan (CODESPA, 2010). This helps to the 

customers to balance their risk management and help them to pay the loan back. 

CODESPA´s mission evaluation reports that they have made an impact on their 

customer’s lives. However, a microcredit is not a magic formula to poverty alleviation 

as the poorest of the poor are exposed to different events due to their lack of capital 

accumulation. Therefore, a loan for itself could not be enough and needs to be 

complemented with other financial instruments like MI. 

 

Many authors have highlighted that  microcredits doesn’t help poor people climb out 

from poverty because as they are more vulnerable,  they can easily suffer from shocks 

which take them back to poverty  (i.e. Cowen and Boudreaux, 2008; Karnani, 2007). 

Often, these shocks are related to illness of the borrower or other member in the 
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household. Indeed, In DR, one of the main reasons of credit default is due to health 

issues (Bocchio, 2010). In addition, the study undertaken by CODESPA in DR 

revealed that mother and child care are priorities among by the population. Therefore, 

we induce that having the main cause of credit default covered, namely health, and 

particularly mother and child care, would help borrowers to escape the virtuous circle 

of poverty. 

In Developing Countries, illness is frequently mentioned as a cause of poverty 

because many low-income households cannot afford medical treatment.  In addition, 

scarce resources people are more likely to get sick because of bad nutrition and 

inappropriate heath care.  Maribel de la Rosa told us the story of her sister who 

worked also in the informal economy in DR. Only for a “study” she had to pay around 

250 Euros, and each chemotherapy treatment was about 2.000 Euros, and also the 

drugs she had to take were extremely expensive.   

Thus, although little is known about the impact of MI on health outcomes and 

household well-being, it is demonstrated that it reduces out  pocket health expenses, 

especially for catastrophic health events, and it improves access to quality health care  

for those who are insured, particularly those who benefit from HMI (Leatherman et al. 

2011).  

 

To determine if 3x1 MI contributes to the effective targeting of the poorest, we argue 

that being insured may encourage poor people to take on risk. But in any case, the 

price of such insurance has to be very low or even zero in determinate cases. We have 

discussed above whether the price of 3x1 is low enough to reach people at the BOP 

and we have concluded that the price should be lower. To lower the price, some 

changes could be taken in the scheme. For instance, part of the premium paid by 

richer clients could be destined to subsidy the cost of insurance for the most needed 

(as seen already in other insurance schemes as for instance in SEWA in India).  

Yet, Mosley (2009) argues that even not targeting the poorest entrepreneurs, the 

benefits of the insurance could rebound to lower income people, who might be the 

labor force of such entrepreneur. Therefore, another way for targeting the very poor 
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would be to try to maximize such spillovers24 when designing a MI scheme which 

would influence the indirect impacts the product may have. 

Referring also to the critic that MC doesn’t reach the ultra-poor, Islam (2009) argues 

that when MC is not viable because recipients are missing entrepreneurial skills, MI 

could be an option to create a positive social impact. In that case, MI should be 

accessible, not only to clients with loans or recipients of remittances, but to all the 

population. Back to our case, as 3x1 MI is a product available to all the population, 

the accessibility at the BOP is higher, and therefore, according to Islam, the potential 

of creating positive impact on development is also higher. 

 

As stated before, the impact of 3x1 insurance has not been measured yet, but 

according to Felipe Martin, it was not that often that a borrower died. Therefore we 

can easily say that in such context, a life insurance as 3x1 doesn’t add a high value 

neither to the bank nor the client because death of the borrower is not likely to 

happen. Besides, the other risk covered by 3x1 –disability- occurs very rarely and thus 

the value for the client is also very low (McCord et al, 2012). 

Mosley (2009) asserts that diversifying insurance products from life insurance into 

health insurance is a way to turn into a more poverty-focused strategy. He says, that 

insurance that focuses on maternal and child health are those specially consumed by 

the poor. 

 

Furthermore, we suggest that the PACE model mentioned above is an effective tool 

for analyzing whether the insurance is providing the expected benefits to the 

customers. Therefore, we analyze 3X1 with this model. 

As explained above the model is structured in four main dimensions: 

 

Product:  

Describes what the insurance covers, its availability and the benefit level (Matul et al, 

2011). Based on the product description of 3X1 (see chapter 5), we could see that the 

availability is high as ADOPEM plans to sell 437 monthly policies. However, the 

insurance covers events that are very unlikely to happen which reduces its value. 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
24 Positive externalities that create Multinational Corporations (MNC) on local economies as for 
instance, when a local company in a DC copies the technology from a MNC (Blomstrom and  Kokko, 
1998). 
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Especially because the insured will be covered only over the period that he is still a 

borrower. After that, the person will be vulnerable again to such events that are very 

unlikely to happen over the period of paying the loan. 

 

Access:  

It focuses on the simplicity of the product, taking into account accessibility, 

enrolment, information, payment method and proximity (ibid).  3X1 fulfills these 

characteristics as it is accessible to every customer, it is easy to enroll just by filling 

some a few papers and the insured will be covered from the moment it leaves the 

agency. Information is available through tutorials provided by ADOPEM and finally 

the payment is simple as it is collected once a year. Nevertheless, we still believe that 

one single payment could be very difficult to save for the insured as he/she needs to 

have the amount available at the moment of payment.  

 

Cost:  

It refers to both affordability and value for money (ibid). We consider that 3X1 is 

affordable but that it should cost less to increase the affordability of more customers 

at the BOP. The value for money is high as the customer will obtain a fair amount for 

the money it has been paying. However, the possibility that this will happen it is very 

low and thus the customer might not see the value for money. 

 

Experience:  

It reflects the simplicity of claim and time process, the administration effectiveness 

and customer care (ibid). In order to make the administration process more effective, 

ADOPEM has looked for a partner with the experience on the field of MI. Thus, it is 

more likely that 3X1 could have these characteristics. 

 

We believe that by utilizing PACE from the customer’ perspective, the insurer can 

deliver more value for money as the model allows to assess the product specifications 

and related process. This is what differentiates PACE model from other value 

assessment mechanisms because it takes only a few days to analyze it and the 

information could be obtained from customers willing to give their opinions about the 

product. It also allows the insurance company to increase the possibilities of 
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improving the product. This model has been also utilized for 15 different MI schemes 

in Philippines, Kenya and India. The studies conducted in these three different 

countries point out that the insurers have been able to improve its  

possible to increase the insurer’s reputation among customers and therefore, 

customers will be more likely to stay and renew their policies. 

Furthermore, figure 3 bellow summarizes how a product can provide more value and 

increase the well-being of the insured (Matul et al, 2011). 

 

Figure nº3 Adding value to the MI products 

 

 

 
 
 

Source: Framework developed by ILO in Matul et al 2011 

 

To increase impact, a feature to highlight of 3x1 MI is the expansion of member’s 

benefits, and the coverage of additional risk, not just one, as the value for the client 

would be higher (Microinsurance Innovation Facility website). In addition to the 

latter, is to assert if the risks covered by 3x1 MI are the most appropriate to improve 

MC effectiveness in DR, as discussed above. 

 

•  Value	  •  Impact	  

Impact:	  to	  what	  
extent	  and	  how	  
microinsurance	  
improves	  risk	  

management	  and	  
reduces	  

vulnerability.	  

Product	  and	  
design	  process:	  
How	  do	  a	  

microinsurance	  
meets	  clients	  

needs	  in	  relation	  
to	  alternatives	  

Demand:	  what	  
factors	  inRluence	  
the	  choices	  of	  low	  

income	  
households.	  

Product	  
satisfaction:	  	  what	  

is	  client	  
satisfaction	  and	  
feedback	  to	  

improve	  products.	  



The	  Role	  of	  Microinsurances	  in	  Microfinance	  
A	  Dominican	  Case	  

	  

	   88	  

6.3.1 Conclusions regarding Impact: 
	  

Although the fact that having a life insurance like 3x1 may encourage poor people to 

take on risks and therefore they have more opportunities to start activities to improve 

their well-being (i.e. Clark and Dercon 2009), we conclude that because of the above 

considerations, a health insurance would be more beneficial to microcredits in terms 

of achieving the social impact desired, namely poverty reduction. Thus, our 

recommendation is to design a HMI which covers the necessities of our target market. 

These necessities have already been identified as mother and child health, so the ideal 

HMI should focus on covering those areas. 

Summary of reasons: 

 

• Priorities identified by DR people 

• The fact that in many cases, money from loans goes to health issues. 

• Heath insurance has a greater impact on society that a life insurance. 

 

6.4 Analysis according to Demand Side-issues 
 

As identified in table 6, the following are the main challenges, which have to do with 

the characteristics of recipients of MC or potential borrowers. 

1. Risk-averse poor families reluctant to borrow money. 

2. Problems with group lending. 

3. No business training for the recipients 

4. Credit default 

Regarding challenges number 1, 2 and 4, at prima facie, a credit life insurance –which 

is a type of life insurance-, that covers the outstanding amount of the credit in case 

that the borrower dies, appears to be a plausible option. Indeed, if a poor family 

knows that in case that the borrower dies – which will be usually the one who takes 

care of the business- the loan won’t have to be assumed by the rest of the members in 

the household, the family will be keener to borrow money.  
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In the same manner, among a group of lenders, trust will be higher in the existence of 

a credit life insurance (Churchill and Matul, 2012).  

Lastly, credit default represents a minor problem to the bank as such risk is covered 

by credit life insurance. 

However, as mentioned earlier in this paper, death of the borrower is not such a 

probable event, and one of the main causes of credit default is not death, but disease 

or any kind of health shock that may suffer any of the household members. Therefore, 

although no so straightforward to see, having an appropriate medical insurance would 

mean that the borrower has one of its main risks covered, and therefore, credit default 

would be reduced.  

BOP products like MCs have been also criticized for endangering the existence of 

social capital in the local communities (Pitta el al, 2008). Yet, in the context of group 

lending practices, this effect would be counteracted in the presence of insurance, as 

trust would be enhanced among members (Mosley, 2009). In our case in DR, group 

lending is not practiced, but we argue that if in the presence of insurance the 

individual well-being is improved, trust and general well-being is also improved in 

the communities. Thus social capital has more possibilities to develop. 

 

Patricia Forero, innovation manager of GUATEPRENDA25 explained us during an 

interview that although the failure of a HMI pilot program in Guatemala26, which was 

due to administrative problems, they are thinking of launching it again as their clients, 

mostly women, have showed growing interest on it. According to Patricia, the main 

reason stated for demanding a HMI is that 52% of their income goes to health issues, 

not only to their personal health but also to their children and the rest of members of 

the household. 

 

To overcome credit default, Clark and Dercon (2008) suggest that signing up for MI 

could be mandatory for borrowers, but still, MI should be designed in a way that 

benefited both the lender –by assuring installment repayment-, and the borrower. In 

addition, mandatory products help to overcome the problem of adverse selection 

(Microinsurance Innovation Facility website). 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
25 Guatemalan Microfinance Institution that offers low amounts credits in exchange of a pledge. 
26 Although we are analyzing MC in the context of DR, we consider that failure of health public 
systems related to be working in the informal sector is similar in Guatemala. 
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Challenge number 3 requires that organizations offer some financial and business 

training to recipients of MC. In the same way, for the successful implementation of 

MI schemes, the market needs to understand the functioning and the benefits of being 

insured. To this aim, financial organizations, insurance companies and NGO’s could 

join efforts to design programs of financial and business training for entrepreneurs 

(Loro 2012). At the same time, by educating the people in basics finance, their 

capabilities would be enhanced which could create SC. The creation of SC can be 

stimulated by the suggested capacitation on basics finance as once some people get 

the knowledge and understand how it works, they might help others to get involved 

and enroll in this learning process. Yet it is important to take into account Ansaris’ 

argument that warns of the perils of such strategies because other sources of social 

capital could be destructed. 

In addition, insurance companies could contribute to capacity building through 

corporate volunteering, as part of its CSR policy. An example of this would be to 

organize weekly meetings led by volunteers to implement basic finance seminars or to 

visit households to present the benefits of insurance.  These practices, in addition, 

would contribute, not only to a higher effectiveness of MCs but also serve as a 

poverty reduction tool (Chowdhury, 2009). In regards of this last issue, we conclude 

that is not so important the type of insurance chosen, but to choose the right partner to 

join efforts to design an appropriate training program for borrowers to add more 

value, acquire more expertise and to be able to take on more complex programs. 

 

6.5 Conclusion 
 

Having into account the demand challenges of MCs, we believe that a credit life 

insurance offers a higher security feeling, but in the long term, what offers real 

protection and stability to poor households is a health insurance, tailored to the 

necessities of each kind of borrower, which at the same time would be more 

beneficial to the MIF. This feeling of security and stability may prompt that people 

with scarce resources are more willing to start business with the help of MCs. 
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Summary of reasons 

• Death or incapacity is less unlikely to happen while the policy holder has a 

loan. On the other hand, illness of the borrower or any member of the 

household is a probable event. 

• One of the main causes of credit default is caused by health shocks. 

• As the social impact of HMI is bigger, poor people may become less risk-

averse. 

 

6.5.1 Analysis according to MIFs 
 

And lastly, we turn to analyze the critics and weaknesses of the providers of capital: 

1. Lack of sustainability 

2. Intransigent collection practices in case of credit default 

3. Supply depends on existence of solvent demand: it doesn't reach the very 

poor, risk aversion 

4. Too little capital lent 

5. Lack of awareness of social factors by MIF 

6. Lack of trust 

7. High Interest rates 

8. High Transaction costs 

Regarding sustainability and high transaction costs, as it has been said earlier in this 

paper, alliances would increase financial sustainability.  Therefore, here is not only 

important the type of insurance, but the election of the right partner to share 

technologies, costs, and distribution channels. In our case, the vast portfolio of 

ADOPEM has been key to the successful sale of the insurance, and the costs’ sharing 

among the four actors – ADOPEM, CODESPA, the insurance brokers and 

UNIVERSAL- has been what has made possible to design an affordable product for 

the low income population in DR. In particular, UNIVERSAL was able to offer 

cheaper prices as the costs of some processes that they would normally bear, as 

selling the insurance and printing the policies, were passed on others. 

In addition, the success of the product in the long term depends on the compatibility 

of interest of all the actors involved in the project. In the alliances between the 
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partners of 3x1 MI project - ADOPEM and CODESPA- we observe an integration of 

missions and visions which have the potential to add more value to all members 

(Reficco and Austin, 2005). 

On the other hand, it is also important to remark that it can be dangerous for a MIF to 

embark on business that it doesn’t know, namely insurance (Brown et al, 2001). 

According to Patricia Forero from GUATEPRENDA the reason of failure of their 

insurance project was the lack of expertise, which caused them many administrative 

problems. Thus, a project like 3x1 MI, which involves three different organizations – 

a MIF, and NGO, and an Insurance company -, is a good example of 

complementarity, where each partner provides the expertise and services it knows 

best. 

 

Besides finding the right partner, if MI is to deliver a benefit for the MIF, the 

insurance scheme has to be sustainable too. To achieve financial sustainability, BOP 

products need to be produced on ways that create economies of scale (Prahalad and 

Hammond, 2002). As said earlier in this paper, scale could be achieved, for instance, 

by making the product mandatory. Therefore, we believe that the MI scheme from our 

particular case should be mandatory for clients having a MC to increase the volume of 

policies sent. 

 

The same criteria would apply to the criticism to financial institutions that there is a 

lack of awareness of social factors. Here it is paramount to find the right partner. 

Many authors have highlighted the importance of partnering with a local partner to 

learn about the local needs (Seelos and Mair 2007). Yet, it is not only enough to 

partner with a local actor, but with someone who has some expertise in the target 

market of a concrete context. In our case, neither CODESPA, nor ADOPEM nor 

UNIVERSAL had previous experience in the design of MI for the people at the BOP 

in DR. For this reason, CODESPA addressed DKV in their second project in DR as 

thought DKV had previously been involved in a MI project in Ecuador.  

In addition, to better understand the needs of the Dominican population, the best way 

is to approach directly the market (Prahalad and Hammond, 2002). In that sense, 

within this new project, a series of trips to DR have been planned by some technical 

employees of DKV Seguros by the end of 2012.  
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On the other hand, increasingly, many MFIs are realizing that they need to offer some 

king of health coverage in tandem with MC if they want to improve the quality of life 

of the people they serve (Lashley, 2008). By going beyond life insurance and 

embarking into HMI schemes, MIFs could demonstrate that they are not only thinking 

of the benefits of the bank, but also that they care about the needs of the population 

they serve (Mosley 2009). Accordingly, if there is a perception that the MIF is 

sensitized with the needs of the society in which it operated, it is going to be better 

considered as a responsible citizen among its stakeholders 

 

Other issue of MIFs is the lack of trust. Many MIF organizations have been criticized 

for its abusive practices, but in addition, people at the BOP are skeptic when facing 

unknown products.  In our case, the good reputation of ADOPEM was a key factor for 

the success of 3x1 MI project. ADOPEM found imperative to partner with a reliable 

insurance company, because in case of any malfunction of the scheme, the customer 

would blame ADOPEM as it was the one who sold the policy, and therefore, its 

reputation would be damaged. This is what Pitta et al, refer to CSR ethical issues as 

an organization needs to pay a high price, when approaching a BOP market. 

Organizations must be very careful as stakeholders have higher expectations when a 

product is designed and sold for the BOP. On the other hand, in case the partnership 

works well and clients are satisfied, trust toward the institution that delivered the 

services increases. At the same time we believe, that this trust generated by the good 

experiences between the bank and the clients, may represent a new source of social 

capital, which is a positive factor for socio-economic development.  

Also the fact that CODESPA, which is an NGO, was involved in the 3x1 project may 

represent a positive factor to increase trust. 

 

It has also been argued (Loro 2012) that, in the presence of insurance, the risk 

perceived by financial institutions is lower, and therefore, interest rates could be 

lowered down. This is something that is not happening yet as MI is relatively a newly 

born product. However, we believe that in the long term, when the volume of 

premiums reach a sufficiently big amount and the system becomes financially viable, 

MC will reflect such point of fact in terms of a diminution of the interest rates.   
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Another way to reduce interest rates substantially could be by benefiting from any 

kind of subsidy (Rosenberg et al 2009). Other option might be to count on some extra 

funds granted through the CSR policy of a developed country organization or NGO. 

In our case, CODESPA offered support but they didn’t rely on any other funding. 

However, in the current HMI project, Spanish insurance company DKV is 

collaborating with some financial support, which might contribute to lower down 

interest rates and premiums. This financial support to CODESPA not only benefits 

CODESPA and ADOPEM, but also turns into social benefits for DKV (Murdoch, 

2000). Otherwise, we consider that such collaboration could also be managed on a 

sustainable way moving from CSR to CSI. 

 

 When the perceived risk of serving to the poor is lowered among banks – in the 

existence on MI-, they may be increasingly willing to offer loans and bigger sums. As 

mentioned before, ADOPEM protected against risks  by means of mandatory credit 

life insurance for credits above 1.100$ approximately, and on a second stage through 

the sale of 3x1 MI, a combined life insurance, which was voluntary. However, as 

Loro recognized later, a health insurance could be even more beneficial, not only to 

the population, but also to the bank.  

 

Other critical point identified in this paper is the methods used by financial 

institutions to recover the debt of borrowers, which in some cases are abusive and 

ruthless. This circumstance is a consequence of credit default –analyzed in the section 

before-, and if credit default is lowered or even non-existent the problem is solved.  

 

6.6 Conclusion regarding supply side – issues 
MIF institutions have been highly criticized for the weaknesses and shortcomings 

stated above. We have argued that many of the weaknesses that surround MIFs can be 

overcome by the introduction of insurance schemes together with MC products. 

Alliances with insurance companies and NGOs would indeed improve the 

effectiveness of MIF programs. A good partnership may create synergies which 

increase the sustainability of the partners. Yet, to contribute to this financial viability 

it is important that all the entities in the partnership offer products which can 
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complement them. Other important factor is to promote trust among MIFs which 

could be achieved by offering insurance schemes which are focused on social needs, 

as HMIs. Therefore we conclude that from the point of view of the supply-side of 

MC, good alliances is what really cares, and finding a good partner implies to find a 

company that has expertise in products that may complement yours. Thus, it is also 

important which kind of products are going to be combined, and as we have analyzed 

earlier above, a HMI is recommended when having into account Impact and Demand 

issues. For all that, we recommend offering MC together with HMI, instead of a life 

insurance like 3x1 for the better sustainability of the MIF institution. Other kinds of 

MI, as may be credit life insurance, which are simpler can be also in the product 

portfolio and be combined appropriately depending of each case. 

Summary of reasons 

• Alliances with MI institution may help MIFs to achieve sustainability. 

• Offering products which satisfy society needs improve the social perception of 

MIFs. 

• MFI showing concern for social factors inspire more trust among stakeholders. 

• If the MI scheme works, credit default is lower 

• In presence of effective MI schemes linked to MC, risk is lower. 

• HMI are the most sustainable kind of MI. 
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7. Main Conclusion 
In order to answer the above research question we have analyzed a MI project in DR. 

Although our aim was to arrive to a general answer applicable to all DCs, we have 

realized of the importance of the context where MI is implemented. Therefore, we 

have to mention that the results are based on the socio-economic needs of the BOP in 

DR, albeit in many cases, they could be extended to other DCs.  

To structure our analysis we have constructed, after reviewing the literature on MF, a 

conceptual framework consisting of the criticisms to MC, with the final aim of 

investigating if MI could represent a solution for each of the weaknesses identified. 

 

The conceptual framework was one of the desired outputs of this Thesis, and it has 

been very useful to conduct the posterior analysis, as it provided us with a holistic 

approach of the issues that surround MIF. Moreover, we have classified such issues 

according to three categories, which has permitted us to tackle the criticisms more 

accurately. Although from a socio-economic development approach “impact” of MIF 

in DC is the main concept that needs to be analyzed, we have realized of the close 

relationships (Table 6) between the other two concepts that encompass MIF, namely 

“demand” and ”supply”. Therefore, we have found appropriate to analyze such 

concepts in order to determine how they could better contribute to the final objective 

of creating a positive impact. 

 

In addition, by applying different relevant theories to our case, we have acquired a 

deep understanding of MIF and the necessities at the BOP as well as the means that 

organizations have to enter DCs. This has been imperative to finally be able to decide 

how the MI described could be improved in order to be more effective. 

 

Besides analyzing 3x1 MI of CODESPA and ADOPEM, we have also taken into 

account the ongoing project of CODESPA and ADOPEM in collaboration with DKV. 

The follow up of this new project and the interviews to the responsible of both project 

have been a key factor to support some of our findings. 

 

All in all, our main finding has been to determine that MI could be indeed a solution 

to palliate many of the problems of MCs. In addition we have recognized a HMI to be 
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the most effective type of insurance to ease such weaknesses off. Therefore, the final 

aim of MIF to reduce poverty, would be better achieved when MC to low income 

people are complemented with HMI schemes. We have come to such conclusion with 

the support of the literature review; also the fact that the new project in DR consist 

precisely of a HMI has strengthen our assertion.  

In addition, taking into account the context in DR, we have identified mother and 

children care as the priorities for the population, thus we suggest designing a HMI 

which is destined to such segments of the populations. 

Throughout the analysis we have also given some recommendations to better the 

design of 3x1 MI: 

• The premium could be lowered down or even zero by means of the creation of 

a solidarity fund for extreme cases. 

• The payment of the premium could be monthly instead of annual, or flexible 

according to the cash flows of the policy holders, to adapt to the irregular 

income generation of microbusinesses. 

• To avoid adverse selection, the MI should be mandatory instead of voluntary.  

Lastly, regarding the supply side of MIF we have also highlight the benefits of 

partnering with an organization to offer bundled products. 
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9. Further Research and Recommendations 
 

Poor households in DCs lack access to capital and to health services, which 

contributes to the perpetuation of poverty. MFIs have a great opportunity to offer such 

services, albeit the solution that better contributes to a positive development of the 

communities has not been found yet. Although, integrating MFI and health services 

has proven to be effective in some cases but there are still many challenges that need 

to be addressed. First, to offer health related services requires knowledge and 

expertise in such field. Second, MFIs need to make decisions in order to select which 

health programs are to be implemented.  

One recommendation to approach those challenges is throughout cross-sector 

alliances like collaborations with NGOs, or alliances with health related actors, like 

insurance companies or the Public Sector. 

High MI premiums is other challenge regarding product design that needs to be 

overcome. Yet, as it happened with MCs, by increasing the participation of the poor 

to achieve economies of scale, insurance schemes would become financially viable.  

Other way to lower the premiums would be by innovating in product technology, 

which is a fact that is already happening. 

Innovative solutions to offer quality health services at a good price are already taking 

place. The example of the construction of micro hospitals to attend the clients of MI is 

already a reality. Here, it is essential the collaboration of different organizations that 

share the mission of building a better world. Such strategy does not have to be charity 

oriented only, but on the contrary, it may represent a competitive advantage to the 

partners involved. In addition, nowadays is not only enough to make money, but the 

society requires private companies to behave as good citizens. Thus, we recommend 

to companies like DKV to continue on the path of getting involved in projects that are 

social focused; not only targeting DC but also paying attention to the needs of the 

most disadvantaged groups of the country they operate.  

 

We have presented some ideas and suggestions, which we believe would improve the 

functioning of MIFs. Yet, further research needs to be undertaken in order to find 

viable and sustainable ways to implement them, as well as to conduct impact 

assessment studies of the recently implemented programs 
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11. Appendices 

	  

11.1 Interviews 
	  
 
Interview with CODESPA 
 

1) Teniendo en cuenta algunas de las criticas o deficiencias que se atribuye a los 

microcréditos, considera que los microseguros (MI) podrían contribuir a paliar 

alguno de estos problemas? 

 

a) Sí, en gran medida 

b) Sí, en casos aislados 

c) No, son productos independientes. 

d) No, por otras razones 

 -¿Cuáles?:  

 

2) En caso afirmativo, qué tipo de MI cree que sería el más eficaz para 

complementar a los microcréditos? 

a) Los MI obligatorios o asociados al crédito 

b) Los MI no voluntarios, de salud 

c) Ambos pueden contribuir de forma positiva. 

d) Otro tipo seguros 

 - ¿Cuáles? 

3) Observando el anterior proyecto que se llevó a cabo en la República Dominicana, 

por qué  motivos han decidido cambiar de producto y centrarse solamente en un 

seguro de salud enfocado a la maternidad y a los niños?     

a) Nuevos estudios de mercado, identifican a las madres y a los niños como 

segmento crítico al que hay que dar prioridad. 
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b) El anterior proyecto fue exitoso y  ya está en marcha, así que hemos 

decidido buscar e identificar nuevas necesidades y emprender un segundo 

proyecto. 

c) Otros 

 - Comentar si es posible: 

4) En cuanto a la sostenibilidad de las Instituciones Microfinancieras, cree que las 

alianzas con empresas Microaseguradoras , podrían contribuir de forma positiva? 

 

 

Entrevista con Felipe Martin 
 
Era más por el interés del banco pero pensando en los clientes. Ya había un préstamo 

obligatorio de vida para préstamos de más de 1000 euros. El seguro 3x1 se enfocó 

más a las personas. Al año sólo morían 6/7 prestamistas. 

Dedicarse  a temas de salud maternal e infantil era muy complejo y costoso ya que 

involucra otros actores como mutuas y hospitales. El riesgo reputacional también era 

alto ya después los servicios de salud pueden fallar. 

Un seguro de vida, medir el impacto es más complicado. Se contabilizaba más el 

nivel de satisfacción. También por temas de coste de oportunidad. 

En Dominicana también hay riesgo de inundaciones en época de lluvias 

En cuanto a la revisión médica, no es factible si los cliente la tienen que pagar. 

El tema de microseguros no es factible para todas las entidades microfiancieras ni 

para todas los clientes. El de vida, es el riesgo menos posible. Hay que tener cuidado 

con endeudar demasiado al cliente. También la institución debe tener cuidado en 

embarcarse en un abanico demasiado amplio de productos. Tampoco todas las 

instituciones de MIF tienen un poder de negociación tan grande como ADOPEM para 

negociar productos a precios tan bajos. 

Triangulación: ADOPEM+CODESPA+ASEEGURADORA 

Los seguros en Dominica tienen en general bastante mala prensa. La gente es muy 

reacia. Aunque te lo venda tu banco. 

Antes de lanzar el producto hay que tener en cuenta la experiencia previa. Es un gasto 

a fondo perdido. La gente necesita llagar a casa y poder cenar, o tener luz en casa, 

más que el rieso de muerte. Por eso es difícil convencer a los clientes.  
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Era un seguro no obligatorio independiente del crédito. 

Era de pago anual ya que era un importe muy bajito. Para promocionarlos de 

comparaba el precio de la prima anual con el precio de dos cervezas que todo el 

mundo bebía allí, para demostrar que era un precio asequible. 

Para recoger las primas/cuotas del préstamo, un agente de ADOPEN hace ruta para 

recogerlas. 

Summary interview with Felipe Martin: 

3X1 was designed to protect the client but also for the benefit of the lender. In 

average 6 to 7 borrowers die annually. 

We considered that HMI was too expensive and complicated. We have not used any 

impact assessment mechanism as it is time consuming and expensive. However, we 

measure customer satisfaction in relation to the benefits of the product. It has been 

difficult to convince the customer of the benefits of 3x1 as low-income households 

need to consider other factors than dead. However, a HMI is expensive and the 

insurer needs to be careful in order to not trap the customer in big debts. 3X1 was 

optional and completely independent from the loan the price was also very affordable. 

 

Entrevista con Silvia Loro 
 

• Para realizar los estudios de mercado, por qué de usaron encuestas en 

lugar de focus group o entrevistas? 

Por sistemas ya integrados de recopilación de datos de ADOPEM 

• Por qué no se escogió un seguro de salud si era una de las prioridades? 

Porque no se tenía expertise y se centró más en las preocupaciones del Banco. 

La salud no se visualizaba como tan útil para el banco. En cambio los 3 

escogidos, parecían más relacionados con el préstamo. 

Al principio, en el segundo proyecto se hablo de un seguro de lucro cesante, el 

cual cubría cualquier evento que provocaba que el asegurado tuviese que dejar 

el trabajo. 

Ahora, después de 4 años, y gracias a la colaboración de DKV, como experto 

en salud,  se han dado cuenta que es incluso más importante. 

Se mantendrán ambos seguros 

• Impacto social 
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Se tiene un documento que será adjunto en otro anexo referido del capitulo de 

impacto 

• Cómo surgió la colaboración? 

CODESPA necesitaba apoyo técnico de una aseguradora. Intentó primero con 

otras aseguradoras como MAPFRE pero para ellos fue demasiado innovador, 

así que rechazaron la oferta.  Al DKV tener experiencia previa con 

microseguros, se les ofreció como RE y también como oportunidad de 

negocio. Desde el primer momento DKV estuvo interesado. 

• Adopem empezó como ONG y se transformó en Institución Financiera 

Con el crecimiento que tienes a raíz de la prestación de servicios financiero, se 

convierten y se mantienen como ONG para mantener beneficios sociales. 

• Habéis trabajado con MIC en alguna otra zona? 

Algunos proyectos específicos en determinadas zonas, agropecuarios y 

relativos a migraciones. 

• Personalmente, crees que los MIc pueden realmente ayudar a las MIF? 

Yo creo que es fundamental contar con este tipo de producto ya garantizan, no 

solo el pago, sino también la sostenibilidad y la generación de confianza. 

• Como reaccionan ante las MIF? 

Construir la confianza es difícil 

• Crees que contribuirían a reducir los tipos de interés de los préstamos? 

Yo creo que sí, aunque lo más efectivo sería colaboraciones entre distintas 

organizaciones para poder aprovechar sinergias y disminuir coste, repartir 

riesgos. 

• Como se les hace entender en funcionamiento de microcréditos, 

microseguros? 

Manuales de educación financiera, cultura del riesgo y de la formación. 

• Qué tal las relaciones con el gobierno? 

Se empezaron conversaciones 

• Solo cliente de ADOPEM? 

Al principio solo clientes de ADOPEM pero dado el éxito que tuvo, se 

extendió a no clientes. En estas comunidades se comunica por el boca a boca. 

Y gracias a la red de distribución de ADOPEM, que es una entidad de 

referencia en RD. 
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• ¿Qué problemas hay en los canales de distribución en Dominicana? 

Por  ejemplo, los riegos de atraco en la entrega de remesas hacen que 

tengamos que buscar métodos innovadores. 

 

Summary: interview with Silvia Loro 
We were aware that HMI could provide more value to the customer but we did not 

have the expertise. Now with the experience of DKV collaborating with us we will 

offer both life and health microinsurance. 

ADOPEM was an NGO that now is also a MFI. We believe that microinsurance is a 

tool to increase sustainability and facilitates the customer to repay its loan and thus, 

increases trust between from both parts. We also give tutorials to inform the customer 

about the product and its benefits. However, the channels to create awareness are the 

Word of mouth. 

 

 

Entrevista con Patricia Forero: Directora de Innovación de 
Guateprenda 
 
Que es guateprenda? 

Somos la opción más rápida, segura y conveniente del mercado. 

10 años de experiencia nos han permitido conocer lo que nuestros clientes valoran 

de nuestro servicio, lo que nos motiva a brindarle siempre lo mejor: 

Le ofrecemos conveniencia a través de nuestras más de 70 agencias en Guatemala y 

con presencia en países de Centro y Suramérica. 

 Siéntase cómodo con el trato amable y personalizado que le brindarán 

nuestros asesores. 

 Personal capacitado y dispuesto a ofrecer el plan que mejor se adecúe a 

sus necesidades de pago. 

 Ofrecemos un sistema seguro y confiable para el cuidado de las prendas. 

Nuestros clientes pueden estar tranquilos que nadie tiene acceso a su bien o prenda 

durante el tiempo que éste se encuentre como garantía del préstamo. 

 Nos esmeramos porque usted recupere sus bienes. 
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Como funciona? 
 
PLANES DE PAGO 

¿Necesita dinero por poco tiempo? 

Este plan le permite cubrir un gasto por pocos días, por ejemplo: completar los pagos 

de la casa antes del fin de mes. El beneficio es que puede recuperar su garantía 

inmediatamente al cancelar su préstamo en una semana 

 

¿Necesita dinero por más tiempo? 
 
Este plan le ofrece financiarse durante un mes, por ejemplo: mientras recibe el dinero 

invertido en un negocio, se recupera financieramente de un imprevisto o si su ingreso 

es mensual. El beneficio es que puede abonar a su préstamo y reducir los cargos hasta 

cancelarlo. 

 

¿Prefiere planificar sus pagos por más tiempo? 
 
Este plan le permite cubrir algunos imprevistos que representan sumas de dinero más 

altas, convirtiéndose en una carga para el presupuesto mensual. El beneficio es que 

usted elije el número de meses (4, 6 ó 9) y paga una cuota fija mensual que incluye 

capital y cargos. 

 

Según su experiencia en guateprenda quienes son sus clientes (que estatus social 

tienen)? 

Generalmente son personas que tienen emergencias como casos de problemas de 

salud de sus familiares o allegados más cercanos, ó/y problemas financieros con su 

negocio pequeño. Los clientes son aproximadamente el 55% de hombres y 45% 

mujeres pero al principio eran más mujeres.  

 

Y los clientes están asegurados de alguna forma que en su opinión ayude a que 

paguen su deuda?  

Por el momento solo asesoría de cómo usar los prestamos y poder pagar su deuda, 

sino por eso siempre pedimos alguna prenda de valor de garantía y  por eso se le 

asesora al cliente para que no la pierda. 
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Anteriormente se ofrecían un seguro de salud que aproximadamente costaba 38kr al 

mes y cubría hasta 4 familiares. Tenían derecho a varias consultas medicas vía 

telefónica pero si el asegurado vivía cerca de una de las clínicas afiliadas solamente 

ofrecían 2 consultas personales al mes. Además por problemas de infraestructura en 

áreas rurales la asistencia telefónica era la más efectiva. 

En algunos casos los médicos visitaban a domicilio y en otros ellos mismos debían 

acudir al medico, todo dependía del caso.  

 

Y como seleccionaban a los asegurados? Debían someterse a exámenes de salud? 

No se les hacían exámenes de salud, solo confiábamos que eran asegurados sanos 

pero igual solo se prestaban servicios básicos y no operaciones grandes. También se 

contaba con farmacias afiliadas para que se les hicieran descuentos para los 

medicamentos recetados. 

 

Además de las farmacias tenían algún otro socio que les ayudara con el proyecto de 

seguro de salud? 

Se trabajaba en cooperación con Maphre que es una organización española que 

brindaba el servicio de salud tanto telefónica como de clínica. 

 

Porqué fracaso el proyecto de seguro de salud? 

La razón por la que ya no se tiene el servicio de microseguro de salud es por falta de 

administración interna porque era un proyecto piloto y no era sostenible y la falta de 

experiencia hizo que se renunciara al proyecto y mejor decidimos prestar mejor 

servicio en los créditos que es lo nuestro. Pero según las entrevistas entre los clientes 

y a sus peticiones, Guateprenda quiere re abrir el proyecto de microseguros porque las 

entrevistas mostraron que el 82% de los clientes (de este 82% 117 son mujeres) les 

gustaría hacer uso del microseguro de salud sobre todo las mujeres que son siempre 

las que pagan las cuentas medicas de sus niños y hasta de la familia entera en algunos 

casos. Siempre son mujeres las más responsables de la casa y sus gastos. Y según las 

entrevistas sus clientes también usan hasta el 52% de sus ingresos en salud. 

Las entrevistas fueron realizadas entre los diferentes clientes de las más de 70 

agencias de Guateprenda y que están ubicadas en diferentes partes del país entre ellas: 

• Zona 6 ciudad capital 
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• Cuatepeque 

• Rethaluleu 

• Jutiapa 

 

Considera que los microseguros de salud son un producto prometedor entre los 

guatemaltecos? 

Si entiendo que es un concepto nuevo pero bastante prometedor y cada vez tiene más 

aceptación. En el país muchos bancos están introduciendo  este concepto entre sus 

clientes de más escasos recursos. Bancos en Guatemala como Banrural, Banco 

Industrial, Banco de los trabajadores y seguros el roble también están introduciendo el 

microseguro de salud y de vida. Casi todos ofrecen lo mismo por 28kr al mes hasta 

para 4 personas de la familia.  

 

Summary interview with Patricia Forero: 
Patricia Forero explained very briefly how Guateprenda’s microcredits are granted 

and the different options that the customers have to repay the loan. However, her 

biggest contribution to this paper was the experiences she describes in relation to 

HMI. GuatePrenda tried to introduce HMI for their clients. The Project did not work 

as they lack expertise in the administration process of this kind of business. Therefore, 

they decided to cancel the insurance product and concentrate in what they actually 

could.  

Furthermore, she explained that GuatePrenda pretends to start offering HMI again as 

they realized that it provides high value to the customer, it increases customer’s 

satisfaction and at the same time it also benefits GuatePrenda as a lender. 

 

 
 
Entrevista con Maribel de la Rosa 
 

39 años 

Ha vivido en Santo Domingo, República Dominicana hasta los 31 años. 

 

1) ¿De qué vive la gente local en República Dominicana? 
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En la RD todo el mundo tiene negocios, microempresas. Son gente 

emprendedora que trabajan en el sistema informal, ya que en RD todo 

funciona dentro del sistema informal. La gente monta negocios de todo tipo, 

vende productos de consumo para el vecindario o para el turismo, en las zonas 

más turísticas, como por ejemplo, venta de empanadas, de fruta, de zumos, 

etc. 

 

2) ¿Tú a qué te dedicabas? 

Yo tenia mi propia empresa “boutique móvil”. Vendía ropa y complementos. 

Al principio me desplazada en taxi con mis maletas llenas de mercancía, y 

trabajaba para alguien. Poco a poco ahorré y me compré mi propio coche y 

trabajaba por mi cuenta.  

 

3) ¿Conoces los Microcréditos? ¿Te planteaste pedir alguno? 

Sí,  había oído hablar de ellos y había pensado en solicitar uno,  pero 

finalmente fui capaz de tirar el negocio adelante con los ahorros que generaba 

mi negocio. Alguna vez hablé con mi marido de la posibilidad de pedir un 

préstamo, pero él nunca me animó a hacerlo, seguramente porque no quería 

que yo tuviese demasiado éxito y me fuera. 

 

4) ¿Conocías otros emprendedores que utilizasen Micro créditos para desarrollar 

su negocio? 

Sí, bastantes. Y les iba bien. La gente se animaba a edit MC cuando veía los 

ejemplos de otros a los que les iba bien. 

 

5) ¿Qué riesgos consideras que existen para este tipo de negocio? 

Hay mucha delincuencia. A mi me robaron toda la mercancía varias veces. 

 

6) ¿Conoces los microseguros? 

No.  

 

7) ¿Tú disponías de seguro de salud? 



The	  Role	  of	  Microinsurances	  in	  Microfinance	  
A	  Dominican	  Case	  

	  

	   113	  

Sí. En RD a los trabajadores de las grandes empresas se les descuenta una 

parte del sueldo para suscribir un seguro. Ese seguro es para el empleado y su 

unidad familiar. Así que yo estaba asegurada gracias a mi marido. 

 

8) ¿Cómo funciona el sistema de salud para la gente que trabaja en el sector 

informal? 

Hay clínicas de atención pública que atienden en emergencias a todo el 

mundo. Sin embargo hay prioridad para los que tienen seguro y la lista de 

espera puede ser eterna. Además los medicamentos y tratamientos resultan 

muy caros. También hay asistencia pública  gratuita para todos los niños. 

 

9) ¿Cuánto cuesta una visita al médico en ausencia de un seguro? 

Unos 20 Euros. 

 

10) ¿Entonces, tú no tuviste problemas con tu negocio por temas de salud? 

Yo no, pero a mi hermana le diagnosticaron cáncer de médula. Además de los 

medicamentos, por cada estudio nos cobraban unos 255 Euros. Se tuvo que 

hacer 8 sesiones de quimioterapia, que costaba 2.000 Euros cada una. Y ahora 

se tiene que hacer radioterapia, que le va a costar unos 5.500 Euros. Nosotros 

hasta ahora hemos tenido suerte, ya que a través de contactos y ayudas hemos 

rebajado mucho el coste de la quimio. Sin embargo, no sé como lo vamos a 

hacer para pagar la radioterapia.  

 

Summary Interview with Maribel de La Rosa: 

Maribel was an entrepreneur who left DR when she was 31 year old. She told 

us about her experiences as an entrepreneur who interacted with the informal 

economy. She said that she new about MC and knows people who obtain a 

loan to start running a business. She says that it went well for the 

entrepreneurs who borrow money from microlenders. However, she never 

applied for a loan because her husband never allowed her. 

Maribel never heard about HMI but she was covered with an insurance that 

her husband’s had from his work. 
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She explained that no everyone has access to HMI in DR and when her sister 

got cancer, everyone in the family needed to find solutions to pay the 

expensive bills of her treatment. 
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11.2 Appendix 2 

 

!! Emerging issues
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11.3	  Appendix	  3	  
	  
	  
Banco	  de	  Ahorro	  y	  Crédito	  Adopem	  
	  
Sucursal:	  _________________	  Monto	  	  Préstamo_______________	  Fecha:____________________	  
	  
	  
Buenos	  días,	  buenas	  tardes,	  nos	  gustaría	  que	  nos	  cediera	  unos	  minutos	  de	  su	  tiempo	  
para	  hacerle	  unas	  preguntas	  con	  relación	  a	  los	  servicios	  de	  seguros:	  
	  
	  
1.	  Nombre	  Cliente:	  ___________________Sexo:____	  Préstamo	  ____	  
	  
Cta.	  de	  Ahorros:	  ________________	  
	  
	  
2.	  Edad	  a)	  hasta	  25____	  b)	  26-‐35_____	  c)	  36-‐45_____	  d)	  46	  o	  más_____	  
	  
	  
3.	  Estado	  Civil:	  Soltera(o)	  ___	  Casada(o)	  ___	  Unión	  Libre___	  Divorciada(o)	  ____	  Otro____	  
	  
	  
4.	  Ingresos	  brutos	  por	  Mes:	  a)	  RD$10M	  a	  15M___	  b)	  RD$26M	  a	  RD40M____	  c)	  RD$41M	  
50M___	  d)	  RD$56M	  a	  70M___	  	  
	  
e)	  más	  de	  RD$70M____	  f)	  Menor	  de	  RD$10M___	  
	  
	  
5.	  Negocio	  Propio____	  Empleado	  Público_____	  Empleado	  Privado_____	  No	  trabaja	  ni	  tiene	  
negocio____	  
	  
	  
6.	  ¿Posee	  Vehículo	  Propio?	  Sí___	  No___;	  ¿Está	  financiado?	  Sí__	  No___;	  
	  
Asegurado:	  Sí___	  No___	  Ley:	  ___	  Full:	  ___	  
	  
	  
7.	  Vivienda:	  Alquilada____	  Propia___	  Otro	  ____Financiada	  Sí	  ___No___	  
	  
Asegurada	  Sí____	  No_____	  
	  
	  
8.	  ¿Está	  utilizando	  los	  servicios	  del	  Seguro	  Familiar	  de	  Salud	  (Seguridad	  Social)?:	  Sí___	  
No___	  
	  
	  
9.	  ¿Está	  satisfecho	  con	  estos	  servicios?:	  Sí___	  No___	  
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10.	  ¿Posee	  algún	  tipo	  de	  plan	  voluntario	  de	  salud	  aparte	  del	  plan	  básico?:	  Sí___	  No___	  
	  

11.	  ¿Ha	  padecido	  usted	  o	  su	  esposo	  o	  hijos	  cáncer___	  trasplante	  de	  órganos___	  diálisis____	  
	  
quemaduras	  fuertes____	  accidentes	  graves	  _____otros	  _________________?No_______	  
	  
	  
12.	  ¿Posee	  usted	  seguro	  de	  últimos	  gastos	  (cobertura	  de	  gastos	  de	  entierro)?:	  Sí___	  No___	  
	  
	  
13.	  ¿Posee	  usted	  seguro	  odontológico?:	  Sí___	  No___	  
	  
	  
14.	  ¿Posee	  usted	  seguro	  de	  vida?	  :	  Sí___	  No___	  
	  
	  
15.	  ¿Posee	  usted	  seguro	  para	  su	  negocio?	  Sí___	  No___	  
	  
	  
16.	  ¿Entiende	  	  usted	  que	  es	  importante	  tener	  este	  tipo	  de	  seguros?	  Sí___	  No___	  
	  
	  
17.	  Marque	  con	  una	  “S”	  si	  estos	  seguros	  son	  importantes	  para	  usted	  o	  con	  una	  “N”	  si	  no	  
lo	  son:	  
	  
De	  vida____,	  de	  salud____,	  de	  vehículo	  de	  vivienda_____	  del	  negocio_____	  últimos	  gastos____	  
	  
odontológico______	  
	  
	  
18.	  ¿Estaría	  usted	  interesada(o)	  en	  contratar	  estos	  servicios	  a	  través	  de	  ADOP	  EM?	  Sí___	  
No___	  
	  
¿Descontado	  de	  su	  préstamo?	  Sí___	  No_____	  ¿cuenta	  de	  ahorro?	  Sí___	  No___	  
	  
	  
19.	  S	  i	  otros	  bancos	  donde	  usted	  pudiera	  tomar	  prestado	  o	  ahorrar	  con	  iguales	  
condiciones	  que	  
	  
ADOP	  EM	  no	  ofrecieran	  estos	  productos	  y	  Adopem	  sí,	  ¿prefería	  a	  ADOP	  EM	  por	  eso?	  
	  
Sí___	  No____	  
	  
	  
20.	  ¿Qué	  cantidad	  de	  dinero	  estaría	  usted	  dispuesto	  a	  gastar	  en	  seguros	  al	  mes?	  _______	  
	  
	  
21.	  P	  ara	  los	  clientes	  con	  préstamo	  de	  RD$50M	  hacia	  arriba	  ADOP	  EM	  ofrece	  seguro	  de	  
vida	  
	  
y	  de	  últimos	  gastos	  descontado	  del	  préstamo,	  tiene	  conocimiento?	  Sí_____	  No_____,	  
	  
Esta	  de	  acuerdo?	  Sí____	  No_____	  
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Hemos	  finalizado	  la	  entrevista,	  le	  agradecemos	  mucho	  su	  colaboración	  y	  les	  
mantendremos	  informados	  de	  los	  productos	  de	  seguros	  que	  ADOP	  EM	  próximamente	  
pondrá	  a	  disposición	  de	  sus	  clientes.	  
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11.4	  Appendix	  nº4	  
	  

	  

	   	   	   	   	   	   	   	   	   	   	   	   	  BANCO 	  D E	  AH O R R O 	  Y	  C R ED ITO 	  ADO PEM,	  S.A .
	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	  EST AD IST ICAS	  MICRO SEGURO S
	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	   	  A l	  29	  de	  Febrero	  2012
Microseguros	  para	  receptores	  de	  Remesas

MES N o.	  Total MON TO
Total	  2009 172 54.510,00
Total	  2010 4558 1.221.365,00 Resumen	  por 	  plan
Enero	   579 149.650,00 T ipos	  Seguros C antidad Ventas
Febrero 780 197.435,00 Mancumunada	  con	  Incapacidad 501 269.005,00
Marzo 850 218.750,00 Mancumunada	  sin	  Incapacidad 122 43.600,00
Abril 962 239.975,00 Individual	  sin	  Incapacidad 8.776 1.914.870,00
Mayo 1.165 299.340,00 individual	  con	  Incapacidad 10.263 2.917.845,00
Junio 1.317 341.610,00 TO TA L 	  GEN ERA L 19.662 5.145.320,00
Julio 1.031 275.605,00
Agosto 1.147 301.670,00 Resumen	  por 	  Sexo
Septiembre 1.408 360.375,00 SEXO C antidad Ventas
O ctubre	   1.369 350.910,00 Mujer 15.787 4.066.545,00
Noviembre 1.226 325.220,00 Hombres 3.874 1.078.575,00
Diciembre 1.025 273.690,00 TO TA L 	  GEN ERA L 19.661 5.145.120,00
Total	  2011 12859 3.334.230,00
Enero	  2012 1.055 270.920,00 Resumen	  T ipo	  de	  C liente
Febrero 1.018 264.295,00 SEXO C antidad Ventas
Total	  General 19.662 5.145.320,00 O tros 17.099 4.445.015,00

Receptor	  de	  Remesas 2.563 700.305,00
Resumen	  por 	  Sucursal TO TA L 	  GEN ERA L 19.662 5.145.320,00

O ficina N o.	  Total MON TO
V illa	  Mella 2.639 589.360,00 Resumen	  por 	  Escala	  Edad	  de	  A segurado	  
V illa	  A ltagracia 271 93.380,00 Escala	  Edad C antidad Monto
SPM 416 105.485,00 00-‐17 51 13.205,00
SFM 116 26.730,00 18-‐25 1.778 442.050,00
San	  Juan 725 182.850,00 26-‐30 2.384 599.930,00
San	  C ristobal 247 63.300,00 31-‐35 2.786 701.015,00
Salcedo 227 46.045,00 36-‐40 2.948 749.215,00
Sabana	  Larga 52 13.375,00 41-‐45 2.894 739.940,00
Sabana	  Perdida 1.203 266.840,00 46-‐50 2.567 658.840,00
Padre	  C astellanos 1.534 330.365,00 51-‐55 2.084 536.565,00
O coa 892 247.565,00 56-‐60 1.616 413.555,00
Nuñez	  de	  C aceres 1.983 535.115,00 61-‐65 928 245.355,00
Neyba 155 45.950,00 66-‐Mas 211 54.015,00
O ficina	  Principal 39 14.340,00 Total* 20.247 5.153.685,00
Monterrico 216 52.365,00
Monte	  Plata 356 87.525,00
Moca 299 89.615,00
Mao 239 61.785,00
Las	  C arreras 208 58.165,00
La	  Vega 566 179.350,00
La	  Rotonda 90 35.570,00
La	  Romana 409 114.925,00
Independencia 155 39.640,00
H iguey 27 7.065,00
Herrera 120 36.120,00
Hato	  Mayor 707 266.085,00
El	  Seibo 281 100.895,00
C harles	  de	  Gaulle 895 250.070,00
C abrera 327 92.965,00
Bonao 131 27.300,00
Barahona 112 45.230,00
Bani 1.309 365.305,00
Azua 294 84.240,00
Alcarrizos 823 214.735,00
27	  de	  Febrero 708 180.060,00
La	  V ictoria 620 125.880,00
Las	  Palmas 50 13.510,00
Las	  Auroras 37 8.075,00
Plaza	  Naco 32 10.995,00
Barranca 54 15.960,00
Haina 15 3.275,00
O tros 1 255,00
Boca	  C hica 10 2.925,00
Yamasa 51 10.535,00
Mercadeo 21 4.200,00
Total	  General 19.662 5.145.320,00

(*) 	  La	  diferencia	  de	  este	  numero 	  al 	  
to tal 	  general	  es	   la	  can tidad	  de	  po lizas	  
anuladas	  o 	  po r	  Seguros	  Mancumunados
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