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Executive summary 

This report was commissioned by Funenseg and CNSeg, the Brazilian insurance school and 

insurance industry association respectively, as an independent assessment of the 

microinsurance market in Brazil, the drivers of its development and how this development 

has been shaped by regulation. It proposes a strategy for the further development of the 

microinsurance market, with specific focus on regulatory strategy and design. 

A number of dedicated focus group discussions held in Rio de Janeiro, Sao Paulo and 

Fortaleza (for which a separate report is available) were conducted as part of the research, 

as well as an analysis of available IBGE socio-economic and financial services usage data 

subcontracted to Rio de Janeiro-based firm IETS. The Brazilian private insurance supervisor, 

SUSEP, kindly made their database available for dedicated analysis that identified trends in 

product lines especially relevant to microinsurance. 

Key findings 

The market analysis yielded the following key insights: 

Between 23 and 33 million microinsurance clients: The Brazilian insurance market 

(including informal funeral assistance, but excluding health insurance) in 2009 covered 

between 40m and 50m people (roughly between 30% and 37% of adults). Of these 

between 23 and 33 million would represent the existing microinsurance client base1.  

In excess of 40 million clients without any insurance: The target market for 

microinsurance is largely persons earning below three minimum salaries (the minimum 

salary in 2009 was R$ 465) or falling in income categories C and D, i.e. 128 million 

people. We exclude persons falling in income category E since private insurance will for 

some time to come still be unaffordable for most of them. Assuming maximum potential 

insurance penetration of 50 ς 60 % in this market, it implies a potential microinsurance 

market at current income distribution of 64 ς 77 million. Of these in excess of 40 million 

people are currently entirely untouched by insurance and those who do have insurance 

are likely to have very limited risk coverage. 

Formal microinsurance mostly provided by large commercial insurers, with informal 

funeral market: Microinsurance in Brazil is mostly provided by large commercial insurers 

who started marketing products to this market from about 2001. The exception is the 

large informal funeral assistance market comprising up to 20-25 million clients served by 

several large and many smaller funeral homes. By law, funeral assistance is not 

considered as insurance. Health insurance remains the largest single private insurance 

market in Brazil. 

Mass market distribution channels facilitate active sales at lower cost: Commercial 

insurers utilise a number of innovative mass market distribution channels to reach the 

low income market. The three largest channels are (1) banks, (2) retailers (for example 

Casas Bahia) and (3) marketing to existing client bases of retailers, financial institutions, 

mobile operators and the like through direct mail or call centres (often referred to as 

affinity). The latter channel was developed by large broker companies. In addition to 

                                                
1 These figures are estimates only and are based on assumptions and estimates as set out in the main text. 
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these channels, microinsurance is also marketed via (4) networks of credit agents linked 

ǘƻ ƳƛŎǊƻŦƛƴŀƴŎŜ ƛƴǎǘƛǘǳǘƛƻƴǎ όƻŦ ǿƘƛŎƘ .ŀƴŎƻ Řƻ bƻǊŘŜǎǘŜΩǎ /ǊŜŘƛ!ƳƛƎƻ ƳƻŘŜƭ ƛǎ ǘƘŜ ōŜǎǘ 

example), (5) common bond organisations such as trade unions (the successful PASI 

model) and cooperatives, and finally, (6) door to door sales by brokers (the smallest 

channel). Whereas brokers are involved in all of these channels, the bulk of the actual 

sales is performed by the employees of third parties, such as retailers, for whom income 

from insurance sales is an additional but not a primary income stream. This ability to 

harness non-agent and non-broker sales forces to actively sell microinsurance to new 

ŎƭƛŜƴǘǎ ƛǎ ŀ ŎƻǊŜ ǊŜŀǎƻƴ ŦƻǊ .ǊŀȊƛƭΩǎ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜ ǎǳŎŎŜǎs. 

Products: .ǳƴŘƭŜŘ ǇǊƻŘǳŎǘǎ ǿƛǘƘ άōŜƴŜŦƛǘǎ ƛƴ ƭƛŦŜέ ŀƴŘ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ ǎŜƭƭ ōŜǎǘ: The 

microinsurance products found in Brazil exhibit unique features, including the fact that 

ǘƘŜȅ ōǳƴŘƭŜ ƛƴ ǾŀǊƛƻǳǎ άōŜƴŜŦƛǘǎ ƛƴ ƭƛŦŜέ ŀǎ ǿŜƭƭ ŀǎ ŀ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ ŎƻƳǇƻƴŜƴǘ 

(contractual saving entitling the policy holder to participation in a lottery draw ς insurers 

are allowed to split out the savings component and cede the lottery entitlement to their 

policy holders). For example, a policy will contain a core personal accident or life 

component, plus funeral assistance, plus a capitalisation component. Interestingly, a 

number of products incorporate some kind of medical component such as discounts 

from selected pharmacies or even discounted access to a clinic. The bundled nature in 

Ƴƻǎǘ ŎŀǎŜǎ ƛƴŎƻǊǇƻǊŀǘŜǎ άōŜƴŜŦƛǘǎ ƛƴ ƭƛŦŜέΣ ǿƛǘƘ ŀƴ ŜƳǇƘŀǎƛǎ ƻƴ ǘŀƴƎƛōƭŜ ōŜƴŜŦƛǘǎ όǎǳŎƘ ŀǎ 

a discount at selected stores, a food hamper or an assistance call centre) that you get 

access to while you are still alive. This is driven by cultural factors ς .ǊŀȊƛƭƛŀƴǎΩ Ǉŀǎǎƛƻƴ 

for life and aversion to the topic of death, a fact strongly revealed by all the focus 

groups. Products naturally also tend to relate closely to the interests of the distribution 

channel used, for example insurance policies sold through a white goods retailer would 

tend to include extended warranty and credit life components. 

Premiums range from R$2 to R$50 per month: The microinsurance target market is 

served by a broad range of products offering different levels of cover. Monthly 

premiums range from as low as R$2 per month up to R$50 per month. Benefits (sums 

ŀǎǎǳǊŜŘύ ǊŀƴƎŜ ǳǇ ǘƻ wϷрлΣллл ŦƻǊ ƘƻƳŜ ƻǿƴŜǊǎΩ ƛƴǎǳǊŀƴŎŜ ŀƴŘ ƭƛŦŜ ƛƴǎǳǊŀƴŎŜ 

respectively, around R$20,000 for personal accident and just below R$4,000 for funeral 

assistance. 

Clients: Well-informed target market living in a new reality, but not prioritising 

insurance. The focus group research points towards a well-informed lower-income 

market. It confirms that the upward mobility of recent years (between 2001 and 2008 

more than 20 million people moved from income categories E and D into C) has bred a 

new-found consumerism, a sense of being financially empowered and optimistic about 

the future, and of strong growth in retail credit extension. At the same time, 

indebtedness is on the rise and the new reality is creating a spending rather than a 

savings culture. While the value of insurance is recognised, the market will need some 

convincing to actually buy insurance. They see the need for regular premium payments 

as a constraint and currently prefer to cope with adverse financial shocks through loans 

or family support. These societal trends raise a warning signal on the risk of the newly-

empowered middle market losing the gains of social inclusion through inadequate 

savings and risk protection. This presents a crucial public policy imperative for 

developing the insurance market in Brazil. 
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Health and personal accident risks rank top-most in the minds of the urban target 

audience. The focus groups present an interesting deviation from the demand-side 

findings, internationally, that death and health are the two biggest risks in the minds of 

the microinsurance target market. While health is still paramount, the fear of accidents 

is mentioned alongside it. Unemployment was second in the hierarchy of risks that most 

concern people. Though death was recognised as unavoidable and unpredictable, the 

focus groups participants were more concerned about having to bear the funeral 

expenses of a family member than the impact of their own death on their family. 

Perceptions of insurance depend on having a policy or not: The perceptions of insurance 

differ markedly between persons who have a policy and persons who do not. Those 

without insurance were suspicious about it, based largely on word of mouth regarding 

bad claims experiences of people whom they know. More concerning, though, was the 

prevailing opinion amongst those without insurance, and even those persons who had 

ŎƘŜŀǇŜǊ ŦƻǊƳǎ ƻŦ ƛƴǎǳǊŀƴŎŜΣ ǘƘŀǘ ƛƴǎǳǊŀƴŎŜ ǿŀǎ άǾŜǊȅ ŜȄǇŜƴǎƛǾŜέΦ ¢ƘŜ ƳŀƧƻǊƛǘȅ ƻŦ focus 

group participants imagined the cost of insurance to be in the ratio of 1 (monthly 

premium) to 100 (compensation). When asked how much they thought a life insurance 

ǇƻƭƛŎȅ ǘƻ ǘƘŜ ǾŀƭǳŜ ƻŦ wϷол ллл ǿƻǳƭŘ ŎƻǎǘΣ ǘƘŜ ƎŜƴŜǊŀƭ ǊŜǇƭȅ ǿŀǎ άōŜǘǿŜŜƴ wϷмрл ŀƴŘ 

wϷмул ǇŜǊ ƳƻƴǘƘέΦ ¢ƘƻǎŜ ǿƛǘƘ ƛƴǎǳǊŀƴŎŜΣ ƻƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ǿŜǊŜ ǊŜƳŀǊƪŀōƭȅ ŀǿŀǊŜ ƻŦ 

the real costs of insurance and believe the benefits to be worthwhile. Funeral plans were 

regarded as especially good value. 

Low client value. While the introduction of microinsurance or mass market products has 

led to increasing coverage, the value delivered to clients has been decreasing. An 

analysis of SUSEP data from 2001 to 2008 for 5 product lines particularly relevant to 

microinsurance2 (group life, group personal accident, credit life, extended warranties 

and multi-peril) reveal a dramatic increase in total premium, a sign of the dramatic 

growth in microinsurance over the period. Total premium for group personal accident, 

for example, increased from just more than R$200 million in 2001 to just short of R$2 

billion in 2008. The increase in credit life was even more pronounced, increasing to 

almost R$2.5 billion. Yet, over the same period, the claims ratios for these product lines 

dropped, sometimes dramatically. The claims ratio for multi-peril went from 62% in 2001 

to 22% in 2008. For group personal accident the claims ratio dropped from 30% to 16%. 

For credit life the ratio was 25% in 2008 and for extended warranty 13%. These claims 

ratios are low by international standards, the only exception being group life with a 

claims ratio of 51%. Low claims ratios signify low value to clients, a situation that will 

ultimately threaten the sustainability of the market. In the case of extended warranty 

and multi-peril, the low claims ratios are also matched by very high sales expense ς 50% 

and 52% of direct premium respectively. These figures are high by international 

standards. 

The most important impacts of regulation on the development of the microinsurance 

market:  

Financial inclusion policies have delivered a ubiquitous cash-friendly payment system and 

strong growth in microcredit: The emphasis of the Brazilian government on social 

inclusion and financial inclusion has yielded a number of regulatory changes that have 

                                                
2 SUSEP does not gather data for microinsurance products as a separate category. The analysis therefore focused on those 
product lines that include a large proportion of policies that could be categorized as microinsurance. 
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benefited the growth of microinsurance. Paramount amongst these is the introduction 

of banking correspondents. The more than 130 000 banking correspondents that have 

been established since the introduction of the regulation has created a ubiquitous cash-

friendly paymŜƴǘ ǎȅǎǘŜƳ ǘƘŀǘ ǊŜŀŎƘŜǎ ŜǾŜƴ ǘƘŜ Ƴƻǎǘ ǊŜƳƻǘŜ ƻŦ .ǊŀȊƛƭΩǎ ƳƻǊŜ ǘƘŀƴ рллл 

municipalities. This provides an accessible and relatively cheap avenue for premium 

ŎƻƭƭŜŎǘƛƻƴΦ !ǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜ ǘƘŜ ŎŜƴǘǊŀƭ ōŀƴƪΩǎ ǊŜǉǳƛǊŜƳŜƴǘ ǘƘŀǘ н҈ ƻŦ ōŀƴƪǎΩ ŘŜƳŀƴŘ 

deposits be dedicated to microfinance operations have contributed to the growth of 

credit for low income clients, spurring the growth in credit life insurance. 

Interplay of labour regime and broker legislation has shaped mass distribution models:  

Brazilian legislation does not provide for an agent category. Brokerage may only be paid 

to a broker and in those cases where a broker is not involved, the law provides that an 

ŀƳƻǳƴǘ Ŝǉǳŀƭ ǘƻ ǘƘŜ άǳǎǳŀƭ ŎƻƳƳƛǎǎƛƻƴέ Ƴǳǎǘ ōŜ ǇŀƛŘ ǘƻ CǳƴŜƴǎŜƎ ǘƻǿŀǊŘǎ ǘƘŜ 

development of insurance education. Moreover, constitutional and other provisions 

protecting labour rights impute an employment relationship where persons earn a 

specific percentage of their income from commission from a single source.  

The joint impact of the broker regime and labour legislation has shaped the mass 

distribution models seen in the Brazilian microinsurance market. Utilising the provision 

for an άŜǎǘƛǇǳƭŀƴǘŜέ όǊŜǇǊŜǎŜƴǘŀǘƛǾŜύ ǘƻ ǎƻǳǊŎŜ ƛƴǎǳǊŀƴŎŜ ǇǊƻǇƻǎŀƭǎ ŦƻǊ ƛƴǎǳǊŜǊǎΣ ǘƘŜ 

industry has contracted retailers and other third parties with large distribution footprints 

and extensive sales forces to sell insurance on their behalf. This places the employees of 

ǘƘŜ ŜǎǘƛǇǳƭŀƴǘŜ ŀǘ ŀǊƳΩǎ ƭŜƴƎǘƘ ŦǊƻƳ ǘƘŜ ƛƴǎǳǊŀƴŎŜ ŎƻƳǇŀƴȅΣ ǇǊŜǾŜƴǘƛƴƎ ŀƴȅ ŘƛǊŜŎǘ 

employment relationship between the insurer and those who sell the insurance. The 

estipulante is paid a performance-based fee for its sales and administrative support, 

which can be passed on to the sales persons on an incentive basis. Insurance thus 

άǇƛƎƎȅ-ōŀŎƪǎέ ƻƴ ǘƘŜ ǎŀƭŜǎ ŦƻǊŎŜ ƻŦ ǊŜtailers or other third parties. In addition to the 

involvement of an estipulante, these distribution channels will also involve a broker. The 

result has been longer and more expensive distribution channels. Funeral homes, who 

de facto also sell life insurance, have capitalised on not being subject to these 

regulations by using very short and lower cost distribution channels. 

Regulation has facilitated the use of new distribution channels: The Brazilian Insurance 

Code delegates the power to regulate detailed aspects of insurance provision to the 

CNSP (National Private Insurance Council) and SUSEP (Private Insurance 

Superintendent). This allows these institutions to adjust regulation in response to 

market developments. Over the past eight years they have used this flexibility to 

introduce various regulations that have enabled the introduction of new distribution 

channels and new products. Of particular note is Circular 267/2004 that expanded the 

distribution channels for popular group life insurance as well as the circulars that 

provide certainty on the role and position of the estipulante. 

Increasing costs of compliance and relatively high capital and solvency requirements 

discourage small insurers: Since 2003 SUSEP has set out to modernise Brazilian insurance 

regulation, creating a more sophisticated regulatory framework. Whereas these 

improvements have advanced the stability of the sector, they have also increased the 

regulatory burden and entry barriers for insurers. Added to this are relatively high 

minimum capital requirements, consisting of a fixed portion (R$1.2 million) and a 

variable portion determined according to the regions in which the insurer operates. The 
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variable portions for the two most lucrative regions in the country, Sao Paulo and Rio de 

Janeiro, are R$8.8 million and R$2.8 million respectively. In addition to the capital 

requirements, insurers must also maintain minimum solvency margins ranging from zero 

to R$4.1 million, depending on type of activity. Being an insurer in Brazil therefore 

requires significant capital, a fact that has discouraged the entry of smaller players. It is 

often these smaller players who, through innovative products and distribution methods, 

catalyse the most dramatic changes in the microinsurance market. At the same time 

higher compliance costs and capital costs are passed on to clients, affecting the 

affordability of microinsurance products and limiting the reach of the market down the 

income spectrum. 

Heavy tax burden: Insurance business is subject to five separate taxes, including a tax on 

financial transactions that vary between life (0.38% of premium), health (2.38%) and 

non-life (7.38%) business. To assess the impact of these taxes on microinsurance 

providers and clients respectively, we modelled the tax impact for the five product lines 

under which most microinsurance is likely to be written (see above). We used direct 

premium (excluding re-insurance premiums) for each product line as reflected in the 

SUSEP database as the baseline for these calculations. The provisional analysis showed 

that the total tax burden for large companies (with lower administrative expenses than 

smaller companies) as a percentage of before-tax profit vary between 46% for group 

personal accident to 91% for multi-peril. However, when the share of direct premium 

taken in tax is compared with the share taken by clients in claims, the figures become 

more glaring: group life and credit life fares best with tax burden amounting to 28% and 

76% of claims respectively. However, for the other product lines the tax revenue is 

either equal or much higher than the client portion: 100% for multi-peril, 180% for group 

personal accident and 203% for extended warranty. Tax thus has a very large impact on 

the viability and profitability of microinsurance product lines.  

Availability of capitalisation for microinsurance distribution. The fact that capitalisation is 

allowed (an historical provision in Brazil that few other countries have) has proven a 

strong stimulus for microinsurance uptake. Insurers are permitted by law to buy a series 

ƻŦ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ άǘƛǘƭŜǎέ, strip out the savings component and cede the entitlement to 

the draw to their policyholders. The lure of a lottery win has proven critical for the 

success of many microinsurance schemes. Although there are concerns that the 

capitalisation element may undermine policyholder value, there is limited evidence that 

this is the case since the savings element is stripped out.  

Health insurance regulation restricts scope for health microinsurance. The Brazilian 

constitution enshrines the right to universal healthcare and the state spends massively 

on public health care. The supplementary (private) health plan market is thus 

characterised by strict regulatory conditions including the inability to exclude prior 

conditions or to price on an individual risk basis. In addition, private health plans must 

offer certain prescribed minimum benefits. These conditions make health insurance 

expensive. However, tƘŜǊŜ ƛǎ ƴƻ ƻǇǘƛƻƴ ŦƻǊ ŀ άǎŜŎƻƴŘ ǘƛŜǊέ ƻŦ ƳƛŎǊo health plans with 

lower benefits but also lower premiums that at least provide some protection. Although 

low-income households identified health costs as the biggest risk facing them, health 

microinsurance (with the exception of dental plans, some of which are quite 

inexpensive) will remain outside the reach of most in the low-income market. Due to 

these dynamics, some non-health insurers have started to offer limited health-type 
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benefits (such as hospital cash benefits, pharmacy or clinic discounts) as part of policies 

aimed at the lower-income market. There seems to be a high demand for such benefits, 

implying that it could be a driver of the direction that the microinsurance market will 

take. 

Regulation of banking correspondents: Even if they were registered as brokers, banking 

correspondents are currently not permitted to sell insurance. 

Microinsurance Bill: During 2008 a Microinsurance Bill was introduced in the Brazilian 

Congress to address some of these regulatory issues. The CNSP appointed a Microinsurance 

Consultative Commission who recommended various changes to the bill that were duly 

incorporated. The bill proposes far-reaching changes to the microinsurance market. The 

most important are: 

 The creation of specialised microinsurance firms who will sell microinsurance only. 

Alternatively, existing insurers can create separate microinsurance divisions to 

capitalise on the benefits provided by the new dispensation. 

 The creation of a new category of microinsurance brokers with lower entry 

requirements. 

 The recognition of a new category of intermediary known as microinsurance 

correspondents. They may collect premiums and promote acts required for the 

marketing and administration of microinsurance. 

 The creation of a special taxation regime for microinsurance operations that would 

limit the tax on financial transactions to no more than 1% and permit the payment 

of a combined tax equivalent to 1% of monthly income earned from microinsurance 

operations. This will entail a dramatic reduction in current tax burden on 

microinsurance. 

The Bill initially also covered funeral assistance, but that provision has since been removed. 

Recommendations 

To continue and accelerate the growth of the microinsurance market in Brazil, the following 

recommendations are made: 

Public policy objectives: The market analysis reveals at least three public policy 

imperatives for supporting the growth of private microinsurance: 

 Large uncovered risks for poor households. Our estimate of 23-33m 

microinsurance clients does not mean that all the core risk mitigation needs of 

these clients are covered. Some of them may only have purchased an extended 

warranty on an appliance, a funeral policy for the funeral expenses of a family 

member, or credit life covering the outstanding loan amount. However, if these 

households are hit by major risks, notably health risks or the death or disability 

of a breadwinner, leading to the cessation of household income or 

unmanageable increases in household expenditure, they are uncovered and 

likely to become the responsibility of the state if they cannot meet their needs in 

any other manner. 
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 Income risk produced by the new reality. The significant growth of credit but not 

savings in income categories C, D and E creates large areas of vulnerability 

among the recently upwardly mobile. In the absence of formal employment with 

its formal pension provision or savings, the upwardly mobile households are 

heading for dependency on the state when they retire or lose their income 

stream. This presents a risk to the state as the safety net of last resort. But more 

important, the gains of social inclusion are at stake. 

 Low value to clients. Low claims ratios mean low value to clients. This situation is 

exacerbated by the fact that this market generally consists of first-time 

insurance users unfamiliar with the best or selective usage of insurance to 

mitigate household risks and safeguard incomes and wealth. Insurance products 

that deliver low value to clients raise consumer protection issues and place a 

question mark over the sustainability of these schemes. 

Why regulate? If the Brazilian insurance market has managed to reach between 23 and 

33 million people in the low income market over the past 8 years, why should it now be 

necessary to make any specific regulatory provision for microinsurance? Three main 

reasons are suggested: 

 High costs limit outreach and client value: The distribution costs for 

microinsurance-relevant product lines are higher and the claims ratios lower 

than would be expected from a large sophisticated insurance sector like that of 

Brazil and certainly compared to other emerging markets. This means that 

higher than necessary costs are caused by either the market structure (including 

competitive forces) or the insurance regulatory compliance burden or other 

costs imposed by legislation. These costs could be lowered by regulatory 

intervention while the competitive dynamics can similarly be improved by 

regulation. 

 Sub-optimal distribution system: In the mass distribution models used for 

microinsurance in Brazil the client (insured) has its primary relationship not with 

the insurer, but with the retailer or other third party and the primary content of 

that relationship does not relate to insurance, but to the business of the third 

party, whether that is retail, microcredit or banking. The market analysis shows 

that insurance products sold through these channels often serve the risk 

mitigation interests of the distributor more than they meet the risk mitigation 

needs of the client. Moreover, the sales persons used to sell the policies do not 

necessarily contribute to the development of a general insurance culture 

amongst the client base. For the growth of a mature insurance market, it is 

essential to balance the interests of the insurer, third party distributor (and its 

employees) and the client. Experience shows that regulatory intervention is 

required to achieve this. 

 Utilising microinsurance as a social protection tool: Growing private risk 

mitigation by all households reduces the social protection obligations of the 

state. There is thus a sound rationale for the state to provide fiscal incentives for 

the growth of microinsurance. For such incentives, for example tax concessions, 

to hit the intended target market will require a clear delineation of qualifying 

products as well as measures to prevent abuse and/or regulatory arbitrage. 
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Recognise that difference insurance sub-sectors require different incentives: Different 

sub-sectors of the Brazilian insurance market will respond to different regulatory 

incentives simply because they serve different markets, are at different levels of 

development and sophistication and have different levels of resources. Thus, whereas 

changes to distribution regulation, for example the creation of the microinsurance 

broker, are likely to be of similar interest to the entire sector, other changes such as 

reduced capital requirements as well as reductions in the compliance burden are likely 

to have a differential impact between different categories of companies. We 

recommend that at least three different sub-sectors are recognised in the regulatory 

approach:  

i. large capital-intensive and sophisticated insurance firms (often linked to banking 

groups in Brazil) with their primary markets in traditional insurance categories, 

who could be incentivised by reducing the costs of selling microinsurance and 

reducing taxes;  

ii. smaller formally registered insurers who specialize in the microinsurance market or 

would be interested in entering the market. In addition to sales cost and tax 

reductions, they would also respond to reductions in the general compliance 

burden, including minimum capital and solvency requirements; and  

iii. funeral assistance providers who are currently out of the regulatory regime, yet 

competing with registered providers of similar services. Although funeral 

assistance providers have a strong incentive to stay out of the regulatory regime, 

they may find the proposed Microinsurance Tax Regime very attractive. 

Define microinsurance as broadly as possible: Current products bought by the 

microinsurance market cut across life and non-life categories with a significant range of 

premium and benefit levels. At the same time there is a great need for long-term savings 

products (similar to VGBL) to be offered as part of the microinsurance regime. Current 

insurance legislation as well as the proposed Microinsurance Bill allow for separate 

categories of microinsurance products to be defined by regulation. To facilitate 

maximum expansion in access to insurance products and realisation of the public policy 

objectives, we recommend that the microinsurance product categories be defined to 

include as broad a range of products as possible. In particular we recommend: 

 At least two categories for risk: firstly, a microinsurance product category with 

systematically lower risk that would permit a lower compliance burden. 

Secondly, higher risk products that would include contractual savings products. 

 Actuarial modelling to set the benefit limits for product categories: The exact 
levels of the benefit limits for the different product categories should be set 
based on actuarial modelling to determine the risk implications for different 
benefit levels for insurers, with different insurer size scenarios. It is important 
that a balance be found between limiting the risk and therefore the benefit 
levels allowed for a particular product category, while not making the limit too 
low to meet the current and potential requirements of the market. Should the 
benefit be lower than the products the market wants to offer or the level of 
cover the target market wants, it will simply not achieve take-up.  
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 Bundled products: In defining microinsurance product categories, particular 

attention must be paid to bundled products. These products dominate the low-

income market and will continue to be the mainstay of microinsurance in Brazil. 

 Dealing with regulatory arbitrage. The risk of a broad definition of microinsurance 

is that some insurers might attempt to market traditional insurance products (that 

should not qualify as microinsurance and are not really targeted at insurance 

inclusion or lower-income customers) as microinsurance to take advantage of 

regulatory concessions. For example, instead of selling one life policy with a high 

benefit level to one high income client, the insurer could sell multiple 

microinsurance life policies to that client up to the higher level of cover required 

by the client. 

Limit dedicated microinsurers to lower risk products: For the long-term strength of the 

industry it would be necessary not to tailor the compliance requirements for dedicated 

microinsurers to the profile of existing insurers. The requirements should be designed to 

encourage new entry. Such new entrants could be small operators wishing to 

experiment with new technology or product combinations. A specific option to consider 

would be that dedicated microinsurers qualifying for lower capital requirements are 

limited to lower risk microinsurance products, while larger insurers who already meet 

{¦{9tΩǎ ǎǘŀƴŘŀǊŘ ŎŀǇƛǘŀƭ ŀƴŘ ǎƻƭǾŜƴŎȅ ǊŜǉǳƛǊŜƳŜƴǘǎ ŀre allowed to offer products falling 

within the higher risk microinsurance product categories. 

Stabilise and strengthen microinsurance intermediation through a law of Congress: 

Whilst most of the issues raised above can be dealt with through subordinate legislation, 

that is not the case for the intermediation challenges. The strategic objective must be to 

facilitate continued sales of microinsurance products by the sales forces of third parties 

(noting that the primary income of these sales people are not derived from selling 

insurance) while at the same time strengthening the position of insurers to promote 

greater insurance awareness, an improved insurance culture and sales of a larger variety 

of insurance products through these channels. Resolving this situation will require, at 

the very least, an amendment to the current broker regime to enable a new category of 

brokers to be established. This requires a law of Congress. The proposed Microinsurance 

Bill provides a good way forward. 

Unlocking banking correspondents to sell insurance: Banking correspondents are 

potentially the single largest distribution channel for microinsurance in Brazil. Banking 

correspondents are currently not allowed by banking regulation to sell insurance. 

Neither are they allowed by insurance regulation to intermediate insurance unless they 

are registered as brokers. Unlocking this distribution channel requires two regulatory 

changes: firstly, banking correspondents must be allowed (as banking correspondents 

and not as normal enterprises) to intermediate insurance. Such a change will allow 

various groupings of banking correspondents to be contracted by an insurer to 

intermediate insurance. To effect this change will require a decision from the Central 

Bank. Secondly, the staff members of banking correspondents must be allowed to sell 

insurance ς a change that will be facilitated if the Microinsurance Bill is passed and they 

can be classified as microinsurance brokers. With these two changes, a vast distribution 

channel for microinsurance in Brazil will be unlocked. 
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The microinsurance tax regime: The introduction of a special tax regime for 

microinsurance will have a dramatic impact on access to insurance in Brazil. When the 

fiscal impact of such a regime (assuming the scope of microinsurance recommended 

above) is scoped, a number of factors must be taken into account: (1) revenue sacrificed 

on current microinsurance products; (2) revenue to be gained through new product 

sales resulting from the introduction of the regime; and (3) potential increases in 

government expenditure if the regime is not introduced, resulting in inadequate risk 

coverage for low-income households. 
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1. Introduction 

1.1. Study background & methodology 

Brazil has achieved remarkable economic and social progress in recent years following its 

more turbulent economic history. This is also witnessed in the insurance industry, where 

there has been a marked rise in penetration and in activity in the middle to lower end of the 

market. Internationally, insurance products targeted at the lower end of the market are 

referred to as microinsurance.  

In Brazil, microinsurance represents in the first instance a new market opportunity of 

potentially vast scale. International experience is showing that, through innovation and with 

the right enabling environment, the low-income market can be served in a viable and 

profitable way. However, it is more than just the business opportunity that matters for 

Brazil. Microinsurance can also be a potent social protection tool. In times of crisis, it is more 

often than not the poor who are most at risk and least able to protect themselves. 

Calamities such as the sudden death of a family member, illness, injury or loss of income or 

property can increase the vulnerability of poor people and perpetuate poverty by causing 

costly interruptions to the difficult process of asset formation. Very often, families that have 

clawed their way up out of dire poverty is thrown straight back into poverty when they are 

hit by risk events. In the absence of direct government provision, such risks may be 

mitigated through savings, informal support networks and community risk pooling 

mechanisms. Such strategies are however often not adequate and may break down at the 

time when support is needed most.  

International experience has shown that insurance can play an important role in risk 

mitigation for those with low incomes. Whereas the individual may not be in a position to 

accumulate sufficient savings to cover losses when they occur, he or she may be able to pay 

premiums relating to the risk, should the product be designed and distributed to be 

affordable and appropriate to the needs of the poor. The provision of market-based risk 

protection to the low-income market can thus play a vital role ƛƴ .ǊŀȊƛƭΩǎ social inclusion 

drive. A key policy objective for microinsurance development in Brazil must be to safeguard 

the advances in income and wealth of millions of households that have recently emerged 

ŦǊƻƳ ǇƻǾŜǊǘȅ ǘƘǊƻǳƎƘ ƎƻǾŜǊƴƳŜƴǘΩǎ ǎƻŎƛŀƭ ƛƴŎƭǳǎƛƻƴ ŀƴŘ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ǇƻƭƛŎƛŜǎΦ  

Objectives of this study. This study was commissioned by Funenseg and CNSeg, on behalf of 

the insurance industry in Brazil, as an independent assessment of the microinsurance 

market, the drivers of its development and the interaction with regulation. It will propose a 

strategy for the development of the market that will have implications for regulatory 

strategy and design. At the same time, it aims to provide an information base to inform 

industry strategy and dialogue between different players in the insurance value chain and 

between the insurance industry and regulators.  

Methodology. The analysis contained in this report is based on: 

 Insights gained during a two-week consultation process in Brazil in September 2009, 

during which we visited Rio de Janeiro, Fortaleza, Brasilia and Sao Paulo. 

 An analysis of available IBGE socio-economic and financial services usage data 

subcontracted for this study and conducted by Rio de Janeiro-based firm IETS. 
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 Demand-side insights from a series of 15 focus group discussions conducted by Mr Joao 

Fortuna in Rio de Janeiro, Sao Paulo, Fortaleza and a semi-rural location in Ceará among 

lower-income people to better understand their risk experience, coping strategies, 

awareness and perceptions of insurance. (A full focus group report authored by Mr 

Fortuna is available as a separate document.) 

 An assessment of available desktop research, including the research commissioned by 

Funenseg to feed into the CNSP Consultative Commission process and the reports 

prepared by the SUSEP Working Group on Microinsurance. 

 An analysis of insurance industry data as contained in the SUSEP database. 

 An analysis of the current regulatory framework (drawing, amongst others, on the 

second SUSEP Working Group on Microinsurance report that analyses the legislative 

barriers to microinsurance) and of international examples and learning on the regulation 

of microinsurance. 

Structure. The report considers the scope for, opportunities and challenges to 

microinsurance expansion in Brazil as the basis for strategic recommendations. The review 

covers the relevant socio-economic and financial sector context, as well as the demand-side, 

supply-side and regulatory dimensions of the market. The sections are set out as follows: 

 Section 2 describes the macro-economic, social inclusion and financial sector context; 

 Section 3 considers the current insurance market in terms of the different players in the 

value chain, the distribution channels employed, the products of relevance to 

microinsurance and the current usage of insurance in Brazil; 

 Section 4 unpacks the demand-side insights gained from a series of focus group 

discussions among the low-income market in Brazil; 

 Section 5 summarises the salient market features and distils what we consider to be the 

drivers of microinsurance development in Brazil; 

 Section 6 sets out the regulatory framework for microinsurance; and 

 Section 7 suggests a strategy for the development of the microinsurance market in 

Brazil. This includes suggested public policy objectives, an assessment of the potential 

target market and the most likely distribution channels to reach them, as well as the 

main issues that have to be considered in the regulation of this market. 

1.2. Definitions and analytical framework 

Conceptual definition. The first SUSEP Working Group partial report considers the definition 

of microinsurance in detail. After considering the target market and its features, it concludes 

that a conceptual definition of microinsurance is called for rather than one relating 

specifically to the income of the target market. Accordingly, the Consultative Commission on 

Microinsurance in Brazil has adopted the following definition of microinsurance in Brazil: 

"Financial protection provided by authorised insurers to low-income population against 

specific risks in exchange for the payment of premiums that are proportional to the 

probability of those risks occurring and to the costs of said risks, in accordance with relevant 

legislation and generally accepted insurance principles".  
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Insurance accessible to the low-income market. This definition is in line with that used by the 

L!L{ όнллтύ ƛƴ ƛǘǎ ǇŀǇŜǊ ǘƛǘƭŜŘ άLǎǎǳŜǎ ƛƴ ǘƘŜ ǊŜƎǳƭŀǘƛƻƴ ƻŦ ŀƴŘ ǎǳǇŜǊǾƛǎƛƻƴ ƻŦ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜέΣ 

where microinsurance is defined as άƛƴǎǳǊŀƴŎŜ ǘƘŀǘ ƛǎ ŀŎŎŜǎǎŜŘ ōȅ ώƻǊ ŀŎŎŜǎǎƛōƭŜ ǘƻ3] the low-

income population, provided by a variety of different entities, but run in accordance with 

generally accepted insurance practices (which should include the IAIS Insurance Core 

Principles). Importantly, this means that the risk insured under a microinsurance policy is 

managed based on insurance prinŎƛǇƭŜǎ ŀƴŘ ŦǳƴŘŜŘ ōȅ ǇǊŜƳƛǳƳǎέ (IAIS, 2007). 

This definition of microinsurance builds on ǘƘǊŜŜ ŎƻƴŎŜǇǘǎ άƛƴǎǳǊŀƴŎŜέ, άŀŎŎŜǎǎƛōƭŜ 

ǘƻκŀŎŎŜǎǎŜŘ ōȅέ ŀƴŘ άƭƻǿ-ƛƴŎƻƳŜ ǇƻǇǳƭŀǘƛƻƴέ: 

Insurance: Microinsurance forms part of the broader insurance market, distinguished by its 

particular low-income market segment focus. This market often needs distinctive methods 

of distribution and distinctly structured products. While definitions vary, insurance generally 

denotes a contract whereby an insurer, in return for a premium, undertakes to provide 

specified benefits4. Insurance is distinguished from, for example, social welfare in that it is 

funded by premiums relating to the risk, and benefits are paid out of a pool of funds that is 

managed on insurance and risk principles5 (IAIS, 2007). In an insurance product risk is 

transferred from the policyholders to the insurer and the insurer guarantees the insurance 

benefit if the premiums are paid. Benefits may include one or more sums of money that may 

be fixed or that indemnify a specific expense or loss.. Claims may be paid out in the form of a 

lumpsum, as services or other benefits, or as an annuity.  

Accessible to: Microinsurance products need to be accessible to the low-income population. 

Financial inclusion is the position where consumers, particularly low-income consumers, can 

access, and use on a sustainable basis, financial services that are appropriate to their needs: 

 Access factors. Factors that impact on access include affordability, physical proximity, 

regulation, or eligibility requirements imposed by the insurer. Any one or a combination 

of these factors may push up cost or make it difficult or impossible for some potential 

customers to buy an insurance policy. 

 Usage factors. In addition to these access barriers there may also be usage factors that 

discourage people from taking up the product even if they have access. These include the 

ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ƛƴŦƻǊƳŀƭ ŀƭǘŜǊƴŀǘƛǾŜǎΣ ŦŜŀǊ ƻŦ ΨƻŦŦƛŎƛŀƭŘƻƳΩ ŀƴŘ ǇŀǇŜǊǿƻǊƪ ǊŜǉǳƛǊŜŘ ōȅ 

insurers, distrust in the formal sector, etc.  

Both access and usage factors are important determinants of developing an insurance 

market and will be considered in this report. 

Appropriate products. It is important to note that financial inclusion is also defined in terms 

of appropriate products. It is, therefore, not merely about extending any product to the 

poor, but products that present value to them and that they are able to use. In the case of 

microinsurance this means that consideration should not only be given to the sales side but 

also to the claims side, as that is where the value of the product is delivered.  

                                                
3
 !ǳǘƘƻǊǎΩ ƻǿƴ ƛƴǎŜǊǘƛƻƴΦ 

4 Note that, sometimes, these benefits need not be a pay-out, but can take the form of a defence made on your behalf by the 
insurer. 
5 ²ƘŜǊŜŀǎ ǎƻŎƛŀƭ ǎŜŎǳǊƛǘȅ ƛǎ ŘƛǊŜŎǘƭȅ ŦǳƴŘŜŘ ŦǊƻƳ ƎƻǾŜǊƴƳŜƴǘΩǎ ŀƴƴǳŀƭ ōǳŘƎŜǘΦ  
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The low-income population: The low-income nature of microinsurance has important 

ƛƳǇƭƛŎŀǘƛƻƴǎ ŦƻǊ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜ ǇǊƻŘǳŎǘǎΣ ŀǎ άƭƻǿ-ƛƴŎƻƳŜέ ŀƭǎƻ ƳŜŀƴǎ άƭƻǿ ǇǊŜƳƛǳƳέ ŀƴŘ 

may require special products, delivery channels and business models in order to provide 

such products in a cost-effective manner. Low premiums in turn imply low margins, which 

require high levels of efficiency in both market delivery and regulation6. The following should 

be taken into account: 

 Relative and absolute poverty. Microinsurance is not necessarily restricted to those 

below the national or some international poverty line. Such poverty lines are typically 

defined to isolate the most vulnerable segments of society and trigger government 

intervention as final resort. There may be many other low-income households that are 

not below the poverty line but still earn a low income, are vulnerable and are not served 

by the formal financial sector.  

 Minimum wage as moving target. Similarly, as argued by the SUSEP Working Group, 

multiples of the minimum salary can give an indication of the target population, but 

cannot serve as an absolute cut-off for the target market, as the minimum salary is a 

public policy tool, adjusted annually to grow above inflation. A strict definition of income 

caps for microinsurance is usually only required when subsidies are provided and 

government wants to restrict subsidies to a very specific segment of society. As the rest 

of this document will argue, one should however be careful to be too restrictive in the 

definition of the target market. 

 Market expansion rather than exclusive poverty focus. From a strategic market 

development point of view, facilitating market provision, i.e. expanding the current 

reach of the insurance market, is an important goal alongside the broader goal of social 

protection of the poorest and most vulnerable. Market facilitation requires an 

understanding of how markets evolve. While the extension into low-income markets can 

be accelerated or pushed into specific low-income client pockets, the 

momentum/trajectory of market development is likely to follow earnings potential. The 

ƳŀǊƪŜǘ ǿƛƭƭ ǇǊƛƻǊƛǘƛǎŜ ǘƘŜ Ƴƻǎǘ ǇǊƻŦƛǘŀōƭŜ όάƴŜŀǊέύ ƳŀǊƪŜǘǎ ƻǾŜǊ ƭŜǎǎ ǇǊƻŦƛǘŀōƭŜ ƻƴŜǎΦ 

Getting insurers to move to the next market segment that is not currently served is 

taking them one step closer to an all-inclusive market. Given that most of the unserved 

market in developing countries will be of ŀ άlow-incomeέ nature, expansion will serve 

the low-income market even if it gradually evolves from the middle-income to the poor. 

This will be considered in more detail in the Strategy discussion (Section 7). 

 

  

                                                
6 Despite this special focus, microinsurance remains an integrated part of the insurance market and should be managed 
accordingly. 
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2. Market context 

The context within which the microinsurance market operates is vital to understanding the 

current and future drivers of development. Here we highlight the macro and socio-economic 

context, including the trends around social inclusion, and the financial sector context. 

2.1. Macro and socio-economic 

A large, diverse and mostly urban population. Brazil had a population of around 192m 

people in 20087. This makes it the country with the 5th largest population in the world 

(World Bank, 2008a). The Brazilian population is highly urbanised compared to many other 

developing countries, with 85% of all Brazilians living in urban areas. 61% of households live 

in the relatively more wealthy South and South-East regions. Given its size, Brazil is very 

diverse, ŀ άŎƻƴǘƛƴŜƴǘ ƛƴ ƻƴŜ ŎƻǳƴǘǊȅέ with very different climatic regions and sectors, and it 

is unlikely that a one-size-fits-all strategy will work in any sector. To add to the diversity, the 

population is an amalgamation of various settler and immigrant communities, the 

indigenous population and the slave trade over the centuries, all bound together by the 

single language they speak.  

Recent economic success following reforms in the 1990s. After a turbulent economic history, 

Brazil in 1994 embarked on the Real Plan to reform and stabilise the economy. It 

incorporated an orthodox macroeconomic policy approach embracing, amongst others, 

fiscal discipline, a floating exchange rate since the late 1990s and inflation targeting. Since 

then, Brazil has seen dramatic economic improvements and today it is classified as an upper-

middle-income country. A number of macroeconomic indicators illustrate this (World Bank, 

2009b & c): 

 GDP (PPP adjusted) reached US$1,977bn in 2008, making Brazil the 9th largest economy 

in the world (8th largest without adjusting for PPP).  

 GDP per capita (PPP adjusted)8 was estimated at US$ 10,296 in 2008, ranking Brazil 64th 

out of 178 countries. This is more or less unaltered from its position a decade ago 

(Nationmaster, 2009)9. 

 Real GDP growth was 5.4% (4.2% per capita) from 2006 to 2007, before reducing slightly 

to 5.1% in 2008. From 2003 to 2008 growth averaged 4.1%. In line with the global 

economic crisis, negative growth of 1.8% was experienced in the first quarter of 2009 

(BACEN, 2009). Brazil has however already emerged from the recession, one of the first 

countries to do so. Growth resumed after the economy shrank for only two quarters 

(Economist, 2009)10.  

 Consumer inflation was 5.9% in 2008, having reduced steadily from 12.5% in 2002 

(BACEN, 2009). This is a significant feat given its erstwhile hyperinflationary levels 

(inflation averaged 763% per year between 1990 and 1995, at stages reaching as high as 

2,500%11). The economy is characterised by very high real interest rates, though interest 

                                                
7 http://siteresources.worldbank.org/DATASTATISTICS/Resources/POP.pdf 
8 As measured in the World Bank World Development Indicators database for 2008. 
9 Though Brazil ranked 58th in 1998, this was out of only 169 countries. Its position remains within the top-35% of all countries. 
10

 It is important to caution that there may be some second order impacts of the recession that will come through in the next 

few years so. However, this does not take away from the fact that Brazil did convert to positive growth after only 2 negative 

quarters, one of the few countries to recover so soon. 
11 Economist, 2009. 
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rates have fallen by 5% during the global economic crisis of 2008/9. The SELIC12 rate, set 

by the COPOM (monetary policy committee), reduced from 13.75% in January 2009 to 

its current target rate of 8.75% (BACEN, 2009b). 

 Next to China, Brazil is currently the developing country with the highest foreign direct 

investment, totalling more than USD45bn in 2008 (Economist, 2009). 

Structure of the economy moving towards tertiary sector, but agriculture remains important. 

The composition of the Brazilian economy in terms of share of GDP is: 

Figure 1. Structure of the Brazilian economy, 2007 

Source: World Bank (2008), Brazil at a glance 

The tertiary sector (services) accounts for 64.5% of GDP, with agriculture only contributing 

4.9%13, down from 10% a decade earlier. Nevertheless, agribusiness more broadly remains 

an important bedrock of the economy, contributing about 38% to export earnings 

(Brazzilmag, 2008). .ǊŀȊƛƭ ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŜȄǇƻǊǘŜǊ ƻŦ ŦǊƻȊŜƴ ŎƘƛŎƪŜƴΣ ōŜŜŦΣ ǎǳƎŀǊΣ ŎƻŦŦŜŜ 

and orange juice and also one of the largest exporters of soya and of paper pulp from its 

commercial plantations14. 

Employment-generating growth drives upward mobility. Not only has the Brazilian economy 

grown significantly over recent years, but this growth experience has also been 

employment-generating. At around 8%, unemployment is lower than in the USA. The 

structure of the population by economic activity looks as follows: 

                                                
12 Special System for Settlement and Custody. 
13 For comparative purposes: agriculture contributes 3.6% to GDP in Mexico, 4.1% in Chile, 10.5% in Colombia and 8.4% in 
!ǊƎŜƴǘƛƴŀΦ .ǊŀȊƛƭΩǎ ǘŜǊǘƛŀǊȅ ŀƴŘ ǎŜǊǾƛŎŜǎ ǎŜŎǘƻǊǎ ƘŀǾŜ ŀ ƳǳŎƘ ƭŀǊƎŜǊ ǎƘŀǊŜ ƛƴ ǘƘŜ ŜŎƻƴƻƳȅ ǘƘŀƴ ƛƴ ƻǘƘŜǊ ƭŀǊƎŜ ŜƳŜǊƎƛƴƎ 
economies such as India and China, where agriculture contributes respectively 26.1% and 18.1% to GDP (World Bank, 2009 ς 
ǾŀǊƛƻǳǎ ά/ƻǳƴǘǊȅ ŀǘ ŀ ƎƭŀƴŎŜέ ŦŀŎǘǎƘŜŜǘǎύΦ 
14 http://www.economist.com/specialreports/displaystory.cfm?story_id=14829525 
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Figure 2. The Brazilian labour market. 

{ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ tb!5 нллт Řŀǘŀ ŀǎ ŀƴŀƭȅǎŜŘ ōȅ L9¢{ 

Relatively low informality reduces distribution challenges. In other, poorer developing 

countries, the large share of the informal market challenges microinsurance development. In 

LƴŘƛŀΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ус҈ ƻŦ ŀƭƭ ǿƻǊƪŜǊǎ ŀǊŜ ŜǎǘƛƳŀǘŜŘ ǘƻ ǿƻǊƪ ƛƴ ǘƘŜ άǳƴƻǊƎŀƴƛǎŜŘέ ǎŜŎǘƻǊ 

(Raveendran et al, 2006). In a small, least developed country like Zambia, only 12% of the 

workers are formally employed (Zambian Central Bureau of Statistics, 2006). Not only are 

the incomes of those in the informal sector less certain than of those in the formal sector, 

but they are also more difficult to reach, presenting distribution challenges. Whereas formal 

sector employees can be reached via their unions and employers, the informal sector is 

more fragmented. In Brazil, informality is lower, but at 38% it remains substantial (compared 

to e.g. the 27.5% informal employment in Mexico as measured by Cardero & Espinosa, 2009; 

Argentina, with 20% informal employment; and Chile, where 24.4% of those employed are in 

the informal sector according to the ILO).  

But not as formal as it appears at first glance. Furthermore, at closer inspection, it is 

ŀǇǇŀǊŜƴǘ ǘƘŀǘΣ ǘƘƻǳƎƘ сн҈ ƻŦ ǘƘŜ ƭŀōƻǳǊ ŦƻǊŎŜ ƛǎ άŦƻǊƳŀƭƭȅ ŜƳǇƭƻȅŜŘέΣ ƴƻǘ ŀƭƭ ƻŦ ǘƘŜƳ ŀǊŜ ƛƴ 

effect formal if considered from an insurance distribution point of view. That is, not all of 

them can be reached via employee groups. If domestic workers15 and unremunerated 

employees are taken out of the formal equation, the share of formal employment in the 

total employed market reduces to just 44%, placing 56% of the population in the market that 

does not form part of formal employee groups and therefore cannot readily be targeted for 

insurance via their employers. Galiza (2009) estimates there to be 30m union members. This 

represents only 34% of the employed market, suggesting that 66% of employees would be in 

the unorganised sector. 

                                                
15 bƻǘŜΣ ƘƻǿŜǾŜǊΣ ǘƘŀǘ ƴƻǘ ŀƭƭ ŘƻƳŜǎǘƛŎ ǿƻǊƪŜǊǎ ǿƛƭƭ ōŜ άƛƴŦƻǊƳŀƭέΣ ŀǎ ƎƻǾŜǊƴƳŜƴǘ ŀŎǘƛǾŜƭȅ ŜƴŎƻǳǊŀƎŜǎ ǘƘŜ ǊŜƎƛǎǘǊŀǘƛƻƴ ƻŦ 
domestic workers and extending benefits such as pension plans to them. 
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An on-grid population. Brazil has achieved near-universal access to electricity. According to 

the 2007 PNAD (IBGE, 2008 ς as analysed by IETS), 98% of all Brazilians have electricity in 

their homes and receive regular utility accounts. The account rather than prepaid nature is 

an important aspect of the Brazilian situation. It means that the provider has a lot more 

detail to profile customers, is effectively providing services on credit which is repaid in 

arrears and the clients are already used to these kinds of on-going payments. The figure is 

100% in urban areas and 90% in rural areas. Part of the reason for the recent success in 

ƛƴŎǊŜŀǎƛƴƎ ǇŜƴŜǘǊŀǘƛƻƴ ƛǎ ƎƻǾŜǊƴƳŜƴǘΩǎ tǊƻƎǊŀƳŀ [ǳȊ ǇŀǊŀ ¢ƻŘƻǎ (Light for All Programme). 

It was created in 2003 with the goal to provide free installation of electricity in the homes of 

10 million rural inhabitants by 2008, prioritising those on the Bolsa Familia Programme. By 

2008, 9.5m people had been reached (Galiza, 2009b). Furthermore, 91% of Brazilians have 

ǊǳƴƴƛƴƎ ǿŀǘŜǊ ƛƴ ǘƘŜƛǊ ƘƻƳŜǎΦ ¢Ƙƛǎ ƛƳǇƭƛŜǎ ǘƘŀǘ ŀƭƳƻǎǘ ŀƭƭ ƘƻǳǎŜƘƻƭŘǎ ŀǊŜ άƻƴ ƎǊƛŘέ ŀƴŘ 

receive regular utility bills ς an immense advantage in terms of marketing of insurance 

products, as it provides a ready touch point to otherwise difficult to reach customers (i.e. 

those not employed in the formal sector). Furthermore, the 85% urbanisation rate reduces 

the distribution challenges to reach the rural poor that often undermine microinsurance 

viability in other developing countries. 

Low absolute poverty. There has been a large increase in income at the bottom of the 

pyramid recently. There are two ways of considering poverty in Brazil: firstly, considering 

those below the Brazilian poverty line16 as well as BraziƭΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ǊŜƭŀǘƛǾŜ ǘƻ ǘƘŜ 

international poverty lines defined by the World Bank, namely $1.25/day (PPP adjusted) or 

$2/day17. Using the national poverty line, we find that 23% of the population are classified as 

poor. Absolute poverty is much lower when using the international poverty lines: only 5% of 

Brazilians live on less than $1.25 per day and 15% below $2/day. This is low compared to 

some other large developing countries, but high compared to selected Latin American peers. 

The table below compares the prevalence of poverty in Brazil with a select set of countries 

using the poverty lines defined by the World Bank. 

  

                                                
16 Calculated as the aggregate of the population under the various state-level poverty lines. Poverty lines in Brazil are defined by 
state and according to urban, metropolitan or rural status, i.e. there is no official single national poverty line. 
17 ¢ƘŜ ŦƻǊƳŜǊ ƛǎ ǘƘŜ ŀǾŜǊŀƎŜ ƻŦ ǘƘŜ мр ǇƻƻǊŜǎǘ ŎƻǳƴǘǊƛŜǎ ƛƴ ǘƘŜ ǿƻǊƭŘΩǎ ƴŀtional poverty lines, making it a measure of absolute 
or hunger-poverty. The latter is the median of all developing country poverty lines. 
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  Population (%) living on <$1.25/day Population (%) living on <$2/day 

Brazil 5.2 15.3 

vs. BRIC and South Africa: 

China (rural) 26.1 63.8 

China (urban) 1.7 13.6 

India (rural) 43.8 85.6 

India (urban) 36.2 72.6 

Russia 0.2 2.67 

South Africa 26.2 47.3 

vs. selected other Latin American countries: 

Argentina (urban) 2.8 9.9 

Chile 0.2 4.0 

Colombia 16.0 31.6 

Mexico 0.65 7.1 

Table 1. Absolute poverty measures in Brazil and a cross-section of countries.
18

 

Source:  World Bank, Povcalnet 

But a large low-income market. Another, more feasible way to look at the microinsurance 

target population is by considering income or socio-economic classes rather than absolute 

poverty levels. These are more relevant from a market perspective. Two measures are 

commonly used in Brazil: 1) multiples of minimum wage and 2) classes constructed from 

socio-economic variables. The most straight-forward measure is the minimum wage and its 

multiples. It asks what proportion of the population earns a monthly income below the 

minimum wage, with the three minimum wages per family level (currently R$1395 or US$ 

775 per month19) widely regarded as the cut-off for the low-income market. The CNSP 

Consultative Commission adopted an even broader definition at three minimum wages per 

capita per month. In 2007, 85% of the Brazilian population (around 163m) qualified as low-

income according to this measure: 

                                                
18 This information is based on the most recent survey data for each country and the survey dates therefore differ across 
countries. All data has been adjusted for Purchasing Power Parity. 
19 The 2009 level of the minimum salary is R$465 (Galiza, 2009b), up from R$260 in 2004. Therefore three minimum wages per 
capita income amounts to R$1395 per month ς ǘƻƻ ƘƛƎƘ ǘƻ ōŜ ŀƴ άŀōǎƻƭǳǘŜ ǇƻǾŜǊǘȅέ ƳŜŀǎǳǊŜΣ ōǳǘ ŎǳǊǊŜƴǘƭȅ ƳƻǊŜ ƻǊ ƭŜǎǎ ƛƴ ƭƛƴŜ 
with the population that falls below the income tax threshold (which is just below R$17,000 per year - Simoes, 2009 email 
communication). 
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Figure 3. Breakdown of the Brazilian population by minimum wage multiples. 

Source: Beltrao et al (2009), based on IBGE PNAD 2007 data 

As noted by the SUSEP Microinsurance Working Group (Fourth Partial Report, 2009), the 

minimum salary is a public policy tool that is increased each year in real terms (i.e. above 

inflation). It is therefore not necessarily an objective measure of poverty. 

Another commonly used measure, which is not based on income, but rather on a range of 

socio-economic variables such as asset ownership and education, is the A-E socio-economic 

classes. This is the classification used by the IBGE in its household surveys. 

Socio-economic class % of population 

AB 14.97 

C 53.2 

D 13.51 

E 18.32 

Table 2. Breakdown of the Brazilian population by socio-economic classes, July 2009 

Source: FGV (2009), based on the IBGE PME dataset 

85% of the population or 128m individuals resort in classes C, D and E (FGV, 2009). This 

breakdown therefore closely corresponds with the minimum wage measure. In the rest of 

the document, this market will be referred to as the microinsurance target market, as set 

out in Section 7. Note, however, that class C is quite broad. The lower part typically 

comprises microinsurance target clients, while the richer end of the category may not 

ŀŎǘǳŀƭƭȅ ŎƭŀǎǎƛŦȅ ŀǎ άƭow-ƛƴŎƻƳŜέΦ 

Large-scale poverty reduction. Whichever way it is considered, Brazil has seen significant 

poverty reduction over recent years. This is in line with the broader emphasis on social 

inclusion in policy to be discussed below. Between 2003 and 2008, 27m people moved into 

classes A, B and C and 24m moved out of poverty (classes D and E). The largest growth has 

been in class C. The relative size of the different classes has evolved as follows over time: 



11 
 

Figure 4. Evolution of the socio economic classes in Brazil: 2002 ς 2009 

Source: FGV (2009), based on the IBGE PME dataset 

¢ƘŜ ǊƛǎŜ ƻŦ ǘƘŜ άƳƻƴŜȅŜŘ ƳƻōƛƭŜ ƳƛŘŘƭŜέ. The growth in especially class C, but also classes A 

and B, has been remarkable. This is no small feat and illustrŀǘŜǎ .ǊŀȊƛƭΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ 

upward mobility and social inclusion. It is estimated that about 40% of this increase is due to 

Bolsa Familia (see the Box below), 10% derives from state pensions and 50% is from labour 

income (FGV, 2008 ς personal communication). Together with the growth experience, the 

size of the economy, the big population and the level of employment discussed above, social 

ƛƴŎƭǳǎƛƻƴ Ƙŀǎ ǇǊƻŘǳŎŜŘ ŀ άƳƻƴŜȅŜŘ ƳƻōƛƭŜ ƳƛŘŘƭŜέ ς a class of upwardly mobile, aspiring 

poor who collectively have considerable spending power.  

Purchasing power. Earlier research synthesised by FenaPrevi (in Zanzini, 2009) indicates that 

ǘƘŜ /Σ 5 ŀƴŘ 9 ŎƭŀǎǎŜǎ ƘŀǾŜ ƳƻǊŜ ǘƘŀƴ ŀ ǘƘƛǊŘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ǇǳǊŎƘŀǎƛƴƎ ǇƻǿŜǊ. Class C 

dedicates more than 30% and classes D and E around 20% of their purchasing power to 

consumption. At the time, this was still significantly lower than Mexico, Chile, Colombia, 

Argentina and Costa Rica. However, more recent figures suggest that families with a monthly 

income of up to R$4,00020 consumed R$8мпōƴ ƛƴ нллтΣ ǊŜǇǊŜǎŜƴǘƛƴƎ ру҈ ƻŦ .ǊŀȊƛƭΩǎ 

spending power. This is predicted to rise to more than R$1,300 bn by 2030 (FGV and Ernst & 

Young, 2007 quoted in Zanzini, 2009). Research presented at the Microsseguros Workshop 

(JLV, 2009) indicates that class C are able to spend 38% of their disposable income on non-

essential items. This is in sharp contrast to the poor in many other emerging markets where 

the main goal is still survival. This presents a significant opportunity for microinsurance. 

The purchasing power at the lower end of the market complements the large base of the 

economy and the growth experience to create a large domestic demand21 in Brazil. It is this 

demand that has (at least partly) buoyed Brazil through the current global economic crisis.  

Box 1. The Bolsa Familia program unpacked 

! ƭŀǊƎŜ ǇŀǊǘ ƻŦ ǘƘŜ ǊŜŎŜƴǘ ǎƻŎƛŀƭ ƛƴŎƭǳǎƛƻƴ ŀƴŘ ǳǇǿŀǊŘ Ƴƻōƛƭƛǘȅ Ŏŀƴ ōŜ ŀǘǘǊƛōǳǘŜŘ ǘƻ .ǊŀȊƛƭΩǎ ƎǊƻǿǘƘ 

experieƴŎŜ ŀƴŘ ŜƴǘǊŜǇǊŜƴŜǳǊƛŀƭ ŀǘǘƛǘǳŘŜΣ ōǳǘ ŀƭǎƻ ǘƻ ǘƘŜ ǎǘŀǘŜΩǎ ǎƻŎƛŀƭ ǿŜƭŦŀǊŜ ŜƳǇƘŀǎƛǎ ŀƴŘ ŀ 

                                                
20 This would still fall within the 3 minimum wages per capita market. A household earning R$4,000 per month and comprising 3 
individuals would be earning three minimum wages per capita per month. 
21 CƻǊ ŜȄŀƳǇƭŜΥ ŦƻǊ ǘƘŜ Ǉŀǎǘ ǘǿƻ ȅŜŀǊǎ .ǊŀȊƛƭ Ƙŀǎ ōŜŜƴ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ-growing car market (Economist, 2009) 
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willingness to try new things. The Bolsa Familia Program is the umbrella under which various social 

assistance programs have consolidated, 

History. Up to the 1980s, the norm in Brazil was to provide social assistance through the distribution 

of basic food packets in deprived areas. Concerns about corruption and a lack of logistical control 

however prompted a debate on the goals and structure of social protection. CardosoΩǎ ƎƻǾŜǊƴƳŜƴǘ 

(from 1995) was the first to roll out large-scale social programmes through various ministries, some 

implemented in partnership with NGOs, and all under the umbrella of one social protection network. 

Introduced in 2003, the Bolsa Famila Programme unified several of these programmes and expanded 

them into a single national conditional cash transfer programme. It draws its mandate from Law 

10836 of January 2004, deriving from Provisional Amendment 132 of October 2003 (Galiza, 2009). 

Today 11m households (about 45m individuals) receive cash transfers totalling R$11.4 billion per year: 

  Families covered (million) Budget (R$ bn) 

2003 3.6 3.2 

2004 6.6 5.6 

2005 8.7 6.8 

2006 11.1 7.5 

2007 11.1 8.8 

2008 11.1 10.5 

2009 11.1 11.4 

Table 3. Bolsa Familia coverage and budget 

Source: MDS (2009) 

Structure. Bolsa Familia targets households earning up to half a minimum wage per capita, or a total 
monthly household income of no more than 3 minimum wages (MDS, 2009). Benefits are broken 
down as follows (MDS, 2009): 

 A basic benefit of R$68 per month to families with a monthly per capita income of up to R$70, 
regardless of the number of children or adolescents in the household. 

 A variable benefit of R$22 for families with a monthly income of up to R$140. This benefit is paid 
per child up to 15 years of age up to a maximum of three children per household.  

 A variable youth benefit of R$33 is paid to families with an income of up to R$68.5 where there 
are adolescents aged 15-17 in the household that attend school, up to a maximum of two 
benefits per family. 

The benefits paid will therefore vary according to family size and age of children, with a maximum 
amount of R$200 per family per month. The average benefit paid is R$51.6 per family per month. 

Conditions. Minimum required school attendance is 85% for children from 6 to 15 years, reducing to 
75% for those between 16 and 17 years. In addition, an immunisation schedule needs to be followed 
for children up to 7 years of age and their nutritional status must be monitored. Likewise, the 
nutritional status of pregnant or breastfeeding women is tracked and there is prenatal and postnatal 
monitoring (MDS, 2009). 

Wide distribution network. Bolsa Familia is disbursed through the Caixa Economica Federal 
distribution network, including its 20,000 lottery outlets and 4,000 branches. In fact, Bolsa Familia was 
one of the motivating factors for the formalisation of the banking correspondent channel in 
regulation by BACEN. Recipients are issued a Bolsa Familia card used to withdraw the grant. Currently, 
the card does not allow the recipient any transaction or savings functionality ς the full benefit must 
be withdrawn in a single transaction.  

Single database. Operating costs represent only 5% of the programme budget, despite the fact that 
means testing needs to be conducted and education and health conditions need to be monitored 
(MDS, 2009). The success lies largely in the fact that a single registry, called CadUnico, is used where 
each individual on the system is assigned a unique Social Identification Number. CadUnico collects 
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information on all families with per capita income of less than half the minimum wage or a monthly 
family income of up to 3 minimum wages. It currently covers 17.5m families, 11m of whom are on 
Bolsa Familia (MDS, 2009). The database contains information on the characteristics of the house, the 
family composition, the identities of each family member, the qualifications of each family member 
and their position in the labour market, as well as the main family expenses. The data are collected 
and tracked at municipal level and then centralised in the unified database. Benefits can be blocked, 
suspended or cancelled by municipalities through a central web-based management system (Galiza, 
2009b). 

Administrative reach. Government has effective administrative reach through the municipalities and 
state-owned financial institutions for the implementation of Bolsa Familia. The unified database 
effectively documents and monitors the poor (Galiza, 2009b). 

Banking inclusion program. MDS (the Ministry of Social Development) regards its next challenge as 
incorporating the Bolsa Familia recipients into the financial system in an effort to promote 
ŎƛǘƛȊŜƴǎƘƛǇκǎƻŎƛŀƭ ƛƴŎƭǳǎƛƻƴ ŀǘ ƭŀǊƎŜ ŀƴŘ ŀƭǎƻ ŀǎ ŀƴ άŜȄƛǘ ǘƻƻƭέ ƻǳǘ ƻŦ ǘƘŜ .ƻƭǎŀ ǇǊƻƎǊŀƳ ōȅ ƘŜƭǇƛƴƎ 
beneficiaries build up assets (Dias, 2009). To do so, it plans to convert the disbursement system to 
one based on basic/simplified current bank accounts

22
, where the Bolsa Familia account becomes a 

savings and transaction account for its users (MDS, 2009 ς consultation). More than 2 million 
beneficiaries already have a bank account (Dias, 2009). The Bolsa Familia account will be a Caixa 
Economica Federal account with a debit card. Customers can choose whether it should be a 
Mastercard or Visa account. The immediate goal is to open 4m accounts by the end of 2010. MDS is 
however confident that this goal will be exceeded and that 6m new accounts will be opened over the 
next year. After that, the rest of the Bolsa recipients will be targeted, as well as the rest of the families 
on the CadUnico database but not covered by Bolsa (Dias, 2009). 

As the conditions for the basic current account hold that one person may only have one basic 
account, it will imply that those recipients who already have an account would have to close that 
account in favour of the Caixa account, should they want to receive their Bolsa Familia grant into a 
bank account.  

The banking inclusion project was piloted with 45,000 families in one city in 2008 and rendered more 
than 97% uptake (MDS, 2009). Most recipients however still tended to withdraw the cash in one go; it 
is likely that this culture will only gradually change and that dedicated financial education will be 
required. In this regard, MDS is involved in the coordinated process towards a National Strategy on 
Financial Education with entities like BACEN and SUSEP (MDS, 2009 ς consultation). It plans a mass 
marketing campaign to create consumer awareness (Dias, 2009). 

Phase II: financial inclusion more broadly. The plan is that the basic bank account should then provide 

the platform for other financial services (such as microcredit and insurance) as a next phase to the 

financial inclusion program. The plan is to provide funeral, personal accident or residential cover from 

below R$2 per person per month. While this is a laudable goal, careful research will be needed to 

ensure that it is indeed attainable and will achieve the necessary scale to make insurance provision 

viable. 

The Brazilian government annually invests great resources into the Bolsa Familia Program. It has 

managed outreach on an unprecedented scale, making it a frequently quoted success story 

internationally. The big challenge now is graduating people out of the programme as well as making 

the program the basis of financial inclusion by adding transaction functionality. 

 

Decreasing inequality. All of these factors also contribute to decreasing inequality. 

Traditionally, Brazil has been one of the countries with the highest Gini coefficient (a 

measure of inequality) in the world. Along with poverty reduction, income inequality has 

however decreased in Brazil. The 2009 United Nations Human Development Report (HDR) 

                                                
22 Created by BACEN in 2004, these accounts offer free transactions up to certain limits. 
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estimates the Gini coefficient for Brazil to be 0.55 (UNDP, 2009), down from 0.61 as 

measured in the 2003 HDR (UNDP, 2003). This represents a significant change in an index 

value. Between 2001 and 2007, the income distribution ŀǎ ƳŜŀǎǳǊŜŘ ōȅ L.D9Ωǎ tb!5 ŘŀǘŀǎŜǘ 

changed as follows: 

Figure 5. Brazilian household income distribution: 2001 versus 2007
23

 

Source: IBGE, PNAD 2001 & PNAD 2007 (graph drawn up from data analysis by IETS) 

As is apparent from the diagram, the hump of the bell curve, indicating the percentage of 

people in the lowest income brackets, moved down between 2001 and 2007. Also, more 

people now fall in the R$400-800 (roughly 1 to 2 minimum wages in 2007 terms) categories 

ς noting that the income brackets have not been adjusted for inflation. 

But high functional illiteracy. ¢ƘŜ ƻƴŜ άŦƭȅ ƛƴ ǘƘŜ ƻƛƴǘƳŜƴǘέ ǿƘŜǊŜ ǘƘŜ ǊŀǘƘŜǊ Ǌƻǎȅ ǇƛŎǘǳǊŜ 

ǎƪŜǘŎƘŜŘ ŀōƻǾŜ ƛǎ ŎƻƴŎŜǊƴŜŘ ƛǎ .ǊŀȊƛƭΩǎ ŜŘǳŎŀǘƛƻƴ ǎȅǎǘŜƳΦ Despite spending 5%24 of GDP on 

ŜŘǳŎŀǘƛƻƴΣ ŀƴƴǳŀƭƭȅΣ ŜŘǳŎŀǘƛƻƴ ǊŜƳŀƛƴǎ ƻƴŜ ƻŦ .ǊŀȊƛƭΩǎ Ƴŀƛn challenges. 21% of the adult 

population is functionally illiterate25, reaching 45% in rural areas: 

                                                
23 Note that the income brackets have not been deflated for 2007 versus 2001 and therefore the 2007 income will be inflated 
relative to 2001. However, inflation will not change the relative income distribution (the shape of the curves). 
24 This is slightly more than selected other Latin American countries. According to Unesco (2007) Chile, Argentina and Mexico 
respectively spend 3.4%, 4.51% and 4.83% of GDP on education. 
25 Functional illiteracy can be defined as a level of literacy insufficient to meet the requirements of everyday life. Therefore a 
functionally illiterate person may be able to read and write and would have had some schooling, but at an inadequate level. 
See, for example, http://dictionary.reference.com/browse/functional+illiteracy.  

http://dictionary.reference.com/browse/functional+illiteracy
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Figure 6. Functional illiteracy rates in Brazil 

Source: IETS (2009), based on IBGE PNAD 2007 dataset 

.ǊŀȊƛƭΩǎ ǇǳǇƛƭǎ ǊƻǳǘƛƴŜƭȅ ǎŎƻǊŜ ŀƳƻƴƎ ǘƘŜ ƭƻǿŜǎǘ ƛƴ ǘƘŜ h9/5Ωǎ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŎƻƳǇŀǊŀǘƛǾŜ 

tests (Economist, 2009). 9% of the population above 25 years of age have completed tertiary 

education, with the mean number of years of education for those 25 years or older standing 

at 6.9 (8.2 metropolitan and only 3.5 rural). 11.4% of pupils in the 1st to 4th grades are over 

the expected age, rising to 14% for those from the 5th to the 8th grades and 27% for high 

school students. 31% of all those aged 18-24 are still in school (IETS, 2009, based on PNAD 

2007). 

The challenges in education spill over to other parts of society, including the financial sector, 

where it poses challenges to consumer education and, hence, take-up and can increase 

consumer vulnerability to abuse. 

In conclusion: During the past decade Brazil has made huge strides in reducing inequality and 

increasing the disposable income of the poorest parts of its population. Yet, despite the 

good economic and poverty reduction performance, the low-income market remains large. 

In many ways, this presents an opportunity for, rather than an obstacle to, the Brazilian 

insurance market.  

2.2. Financial sector context 

The financial sector context is important from a microinsurance development point of view 

for two reasons: firstly, the financial sector footprint and infrastructure provide the payment 

system backbone for microinsurance transactions. Relevant, appropriate and affordable 

microinsurance products are of no use to the target audience if they do not have access to 

the means to pay premiums and receive claims. Secondly, it provides an important 

distribution channel for the sale of insurance products and a ready client base to whom 

insurance can be cross-sold. Bancassurance often presents an important first order 

opportunity for growing the insurance customer base and there is much innovation in 

marketing and delivering mass products through the banking sector. Furthermore, credit 

provides a powerful tool for microinsurance distribution, as will be discussed below. 
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Sophisticated financial sector. Brazil has the largest and most sophisticated financial system 

in Latin America. Its retail banking system is a hybrid of state-controlled and private banks 

that compete directly. There are two large federal state-owned banks and a number of large 

private banks, many of them with insurance subsidiaries. Following a November 2008 

merger, Itau Unibanco is now the largest bank in Brazil (and among the 15 biggest banks in 

the world) with combined assets at the time that the merger was announced of R$575 bn 

(US$ 261.4 bn26) (Bloomberg, 2008). State-controlled Banco do Brasil is the second largest 

bank. In total, state banks account for almost 38% of credit extension (Economist, 2009). 

In 2007 Brazilian banks had in excess of 18,500 branches, 153,000 ATMs and about 2.5m POS 

devices. This implies that there were almost 9,800 people per branch, 1,181 people per ATM 

and only 73 people for every POS device27. In 2008, the ATM network grew further to 

158,628 and the POS network expanded by more than 30% to 3,244,170 terminals (BACEN, 

2009e). This represents very high penetration by Latin-American standards for ATMs and 

POS devices, more so than for branches, and also compares favourably with developed 

countries. For example:  

 
Number of people per: 

  Branch ATM POS device 

Brazil 9 800 1 181 73 

Chile 10 649 4 161 589 

Bolivia 65 539 20 833 n/a 

Colombia 11 441 10 416 n/a 

Venezuela 22675 6024 n/a 

Mexico n/a n/a 657 

Germany n/a 1529 142 

Japan n/a 924 102 

UK n/a 1002 96 

Table 4. Financial system infrastructure: Brazil versus selected other countries, 2007 

{ƻǳǊŎŜΥ .!/9b όнллтύΣ ǎǘŀǘƛǎǘƛŎŀƭ ǳǇŘŀǘŜ ǘƻ ǊŜǇƻǊǘ ά¢ƘŜ .ǊŀȊƛƭƛŀƴ wŜǘŀƛƭ tŀȅƳŜƴǘ {ȅǎǘŜƳέΤ .!/9b 

όнллуύ ά.ǊŀȊƛƭƛŀƴ tŀȅƳŜƴǘ {ȅǎǘŜƳΣ {ŜǇǘŜƳōŜǊ нллуέΤ Demirguc-Kunt & Beck (2007); Guandamillas 

(2008) 

Usage of banking services on the increase. In its comprehensive study on access to finance in 

Brazil, the World Bank (2005) quoted the number of people with bank accounts at 60m or 

around 30% of the population, based on BACEN estimates. The World Bank also conducted a 

non-representative survey of 2,000 urban adults in 2002, which found 43% of adults in the 

sample to have a bank account. The mean income of the sample was 3.5 times the minimum 

wage and the median income was 1.8 times the minimum wage, making this a good 

indication of access among the microinsurance target market. L.D9Ωǎ ƘƻǳǎŜƘƻƭŘ ŜȄǇŜƴŘƛǘǳǊŜ 

survey (POF), the latest of which was conducted in 2002/3, shows 37% of households to have 

a bank account28. 

                                                
26 As comparison: this asset base would make it the sixth-largest bank in the USA 
(http://www.istockanalyst.com/article/viewarticle/articleid/2765604) 
27 LŦ ǳǎƛƴƎ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ŜǎǘƛƳŀǘŜ ŦƻǊ нллт ƻŦ мулΦфƳ ŀŎŎƻǊŘƛƴƎ ǘƻ L.D9Ωǎ tb!5 нллт ǎǳǊǾŜȅΦ 
28 The survey tested only expenditure. 37% of households indicated that bank tariffs are one of their expenditure lines. It 
therefore does not throw any light on how many people have bank accounts or what type of account it is. 
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Banking penetration is likely to have increased significantly since then. According to the 2008 

ǎǘŀǘƛǎǘƛŎŀƭ ǳǇŘŀǘŜ ǘƻ ǘƘŜ .ŀƴŎƻ /ŜƴǘǊŀƭ Řƻ .ǊŀǎƛƭΩǎ ǊŜǇƻǊǘ ƻƴ ǘƘŜ .ǊŀȊƛƭƛŀƴ ǇŀȅƳŜƴǘ ǎȅǎǘŜƳΣ 

there were 125.7 million deposit accounts in Brazil in 200829. No data is available on the 

average number of accounts per account-holder, but if a ratio of between 2 and 3 is 

assumed30, it would mean that there are between 42m and 63m bank account holders in 

Brazil (between 31% and 47% of the population over 15 years of age). The upper bound 63m 

would seem to be more realistic, while still relatively low compared to the World Bank 

estimates quoted above. 

Extensive network of correspondents extends access. Brazil is a pioneer, internationally, in 

the use of non-bank banking correspondents to extend the reach of the banking sector. A 

variety of non-bank correspondents τ local merchants, post offices and lottery outlets ς 

distribute a range of financial services on behalf of banks registered with Banco Central do 

Brasil. The urban household survey conducted by the World Bank (2005) revealed that 47% 

of respondents use payment outlets as their main financial institution. 

History of correspondents. ¢ƘŜ Ƴŀƛƴ ǊŀǘƛƻƴŀƭŜ ŦǊƻƳ ƎƻǾŜǊƴƳŜƴǘΩǎ Ǉƻƛƴǘ ƻŦ ǾƛŜǿ ŦƻǊ ŎǊŜŀǘƛƴƎ 

banking correspondents was to expand the then Bolsa Escola programme (now included in 

Bolsa Familia) to municipalities where there was no bank branch. It therefore relaxed 

regulations to allow Caixa Economica Federal to use its network of lottery outlets to pay 

benefits. Many shop networks in the Northeast then took advantage of these regulations to 

integrate their services electronically with the banks. In this way, pharmacies and shops 

developed into banking service points (Gonzalez et al, 2009). Banks welcomed the 

opportunity to move customers out of their branches for bill payments, as bank branches 

are very expensive to operate in Brazil31. Customers, in turn, prefer to do their transactions 

through correspondents due to the easy access and reliable, informal atmosphere 

(Datapopular survey quoted in Gonzalez et al, 2009). 

Current correspondent market features. Today, around 130,000 banking correspondents 

ensure the availability of banking services in each of the more than 5,000 municipalities in 

the country (Gonzalez et al, 2009; BACEN, 2009c). Correspondents are equipped with card-

swipe and barcode-reading point of sale (POS) terminals. In December 1999, there were 

1,679 out of 5,564 municipalities without access to financial services. Within three years this 

had reduced to zero (BACEN, 2009). 1,380 municipalities have fewer than 5,000 inhabitants, 

making this all the more remarkable. CGAP (2008) notes that 2,200 municipalities were not 

yet covered by cell phone reception at the time; this makes the banking sector footprint 

larger than that of mobile phones ς a feature that sets Brazil apart from many other 

developing countries. Correspondents are able to efficiently and cheaply process cash 

payments. This implies that insurance is not of necessity limited to those with a bank 

account who can pay by debit order. 

                                                
29 These include all different kinds of accounts: savings, current, individual and business. 
30 This ratio varies amongst countries. In Pakistan, the average number of accounts per person is between 2 and 3. For 
Indonesia ,the ratio is between 2.5 and 3 accounts per person (Bester, et al  2008c) 
 
31 These reasons are listed by the World Bank (2005) and include: the fact that banks are required by law to implement various 
expensive security measures, specific requirements for transporting cash to and from branches, as well as capital requirements 
ŀŘƧǳǎǘŜŘ ǇŜǊ ōǊŀƴŎƘΦ ¢ƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ Ŏƻǎǘ ŘǊƛǾŜǊΣ ƘƻǿŜǾŜǊΣ ƛǎ ƭŀōƻǳǊ Ŏƻǎǘǎ ŀƴŘ ǊŜǎǘǊƛŎǘƛƻƴǎΦ ¢ƘŜ .ŀƴƪŜǊǎΩ ¦ƴƛƻn Agreement 
imposes a maximum workday of six hours, five days a week for all bank employees other than management. Extra hours attract 
overtime. Furthermore, labour costs are generally high and social contributions and taxes allegedly amount to more than 80% 
of salaries (World Bank, 2005). 
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The majority of transactions through correspondents are still bill payments (non-account 

based), but withdrawals are also on the rise: 

Figure 7. Correspondent transactions 

Source: BACEN (2009), based on Soares & Melo Sobrinho (2008) & Deban (2009) 

Size of the microfinance market depends on the definition. Internationally, microfinance is 

often the main channel for microinsurance development, as clients are offered insurance on 

the back of their loan to cover the risk of credit default due to death. In this way, compulsory 

insurance introduces many people in the low-income market to the concept of insurance. As 

part of the financial sector context, it is therefore very important to understand the scope 

and nature of microfinance in Brazil, the extent to which this is currently linked to 

microinsurance and the scope for future synergies32. Traditionally the term microfinance33 as 

applied in Brazil refers only to productive microcredit, i.e. credit for microentrepreneurs. It is 

widely documented that this market is quite small in Brazil. The main example of 

microinsurance marketed through the microcredit channel is state-owned bank Banco do 

bƻǊŘŜǎǘŜΩǎ CrediAmigo programme. In 2008, CrediAmigo accounted for around 60% of the 

active portfolio of the productivŜ ƳƛŎǊƻŎǊŜŘƛǘ ƳŀǊƪŜǘΦ ¢ǿƻ ǘƘƛǊŘǎ ƻŦ /ǊŜŘƛ!ƳƛƎƻΩǎ ŎƭƛŜƴǘǎ ŀǊŜ 

in the Bolsa Familia Program. CrediAmigo expects to reach the 550,000 client mark by the 

end of 2009 (CrediAmigo consultation, 2009).  

More detail on the rather complex productive microcredit market, the various entities 

operating in it and data estimates on its size are contained in Appendix 1. This however does 

not capture the full picture of credit to the low-income market. 

Fairly large low-income credit market in Brazil, broadly defined. When all popular credit is 

taken into account, Galiza (2009) estimates the total market to have 21m clients, of which 

less than 1m are oriented productive microcredit. Even this may be an underestimation, as 

the Ministry of Finance (consultation, 2009) estimates there to be 20m pensioners alone 

                                                
32 If it delivers value to them (i.e. if they claim and receive benefits ), this can demonstrate the value proposition and could lead 
to the voluntary future purchases of other types of insurance. This process is referred ǘƻ ŀǎ άƳŀǊƪŜǘ ŘƛǎŎƻǾŜǊȅέ ŀƴŘ ƛǎ ŘƛǎŎǳǎǎŜŘ 
in more detail in Bester et al (2008b). Should clients, however, not be aware that they have insurance cover, be charged 
exorbitant premiums due to the captive nature of the compulsory market, and not claim or receive pay-outs this will 
undermine trust in insurance and will discourage future insurance usage. 
33 It is debatable when credit becomes microcredit. The Microinsurance Information Exchange (MIX) defines it as any credit 
below 250% of the per capita Gross National Income (GNI) adjusted for purchasing power parity (quoted in Gonzalez et al, 
2009). In Brazil this amounts to a loan amount cut-off USD 25,175 according to the PPP GNI per capita for Brazil of USD 10,070 
as captured in the 2008 World Bank World Development Indicators data. According to this fairly broad definition, the number 
of people with microcredit can be expected to be significantly higher than the estimates quoted. 
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with consignedκέǇŀȅǊƻƭƭέ credit34 and as the estimates quoted in Appendix 1 indicate. The 

microcredit statistics reported by BACEN (2009d) indicate that, since 2004, the consigned 

credit market has grown to a portfolio size of R$61.9 bn in August 2009. The average value 

of a loan is R$4094.12. This would suggest that the number of customers is around 15.1m. 

The main target for the consigned credit market is the C and D classes, making this market 

and the extent to which it distributes credit life and other insurance of relevance to our 

analysis.   

Galiza (2009) and Gonzalez et al (2009) suggest the following classification of microfinance 

activities: 

Figure 8. Typology of microfinance. 

Source: ŀǳǘƘƻǊǎΩ ŀŘŀǇǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ Galiza (2009) and Gonzalez et al (2009); usage numbers are 

from Galiza 

 Popular credit is defined as all loans to the low-income population, whether it is for 

productive purposes or for consumption. It therefore includes payroll or consigned 

credit.  

 Productive microcredit, as the name suggests, is credit for productive purposes, i.e. for 

microentrepreneurs and the self-employed to invest in their business activities, whether 

formal or informal. 

 Oriented productive microcredit is a specific subset of productive microcredit that 

specifically targets the low-income population (this will relate to government supported 

programmes where the recipients are subject to a means test or assessment by the 

credit agent). 

It is this broader market that is important from a microinsurance point of view. There is still 

significant room for growth: Soares & Melo Sobrinho (2008, quoted in BACEN, 2009) 

estimate the total market potential for microcredit to be at least 35m individuals (assuming 

that only half the 70m eligible individuals they identify will want credit).  

Diverse credit sector. According to BACEN, there were 1,952 players in the low-income credit 

market (credit cooperatives and non-bank financial institutions) with a total of 2,428 

branches in Brazil in 2007 (BACEN, 2008). The market is comprised of a number of 

institutions, as illustrated by the following diagram: 

                                                
34 Consigned credit ƻǊ άǇŀȅǊƻƭƭ ƭŜƴŘƛƴƎέ ƛǎ ŀ ǿƻǊƭŘǿƛŘŜ ǇƘŜƴƻƳŜƴƻƴ ƎŀƛƴƛƴƎ ƛƴŎǊŜŀǎƛƴƎ ƳƻƳŜƴǘǳƳ ŀǎ ŀƴ ƛƴǎǘǊǳƳŜƴǘ ƻŦ ŦƛƴŀƴŎŜ 
for the low-ƛƴŎƻƳŜ ƳŀǊƪŜǘΦ ¢ƘƻǳƎƘ ǘƘŜ άƳƛŎǊƻŦƛƴŀƴŎŜ ǊŜǾƻƭǳǘƛƻƴέ ŦƻŎǳǎŜŘ ƻƴ ǇǊƻŘǳŎǘƛǾŜ ƳƛŎǊƻŎǊŜŘƛǘΣ ǘƘŜ Ǝƭƻōŀƭ ƳŀǊƪŜǘΣ 
defined in this way, is estimated to have only around 140 million clients. There is however a much bigger market in personal or 
consumption credit ς i.e. credit to individuals that does not try to control to what use the individual puts the money. It allows 
the low-income market to borrow ŦƻǊ ŜƳŜǊƎŜƴŎƛŜǎΣ ǘƘŜǊŜōȅ ŜƴŀōƭƛƴƎ ŎƻƴǎǳƳǇǘƛƻƴ ǎƳƻƻǘƘƛƴƎΦ !ǎ ǘƘŜ άǎƻŎƛŀƭ ŎƻƭƭŀǘŜǊŀƭέ ƻŦ ǘƘŜ 
group lending methodology is however absent, such loans often have formal employment or proof of regular income as a 
prerequisite, with a compulsory debit order or payroll deduction to cover the instalments. 
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Figure 9. Types of credit providers in Brazil. 

Source: Adapted from BACEN, 2009 

 Public funds are microcredit initiatives from states and municipalities. They exist in 14 of 

the 27 federal units (Gonzalez et al, 2009). No data exist on their exact reach. 

 OSCIPs and NGOs refer to non-profit entities that provide microcredit35. Notable OSCIPs 

are CEAPE (Centre for Backing Small Businesses), which has 25,000 clients, ǘƘŜ ²ƻƳŜƴΩǎ 

Bank, the VivaCred Program, the Community Credit Institutions, the Sao Paulo Confia 

program and the Popular Bank of Santo Andre (Gonzalez et al, 2009).  

 Development agencies are state-level public credit entities. Each state may only have 

one development agency, though not all states have one yet. 

 SCHMEPPs are for-profit entities supervised by BACEN that provide exclusively 

microcredit (Gonzalez et al, 2009; BACEN, 2009). 

 Credit cooperatives are cooperatives of small entrepreneurs and microbusinesses36. 

Most credit cooperatives belong to cooperative networks. The largest networks are 

SICOOB (Sistema das Cooperativas de Crédito do Brasil), SICREDI (Sistema de Crédito 

Cooperativo) and CRESOL (Cooperativa de Crédito Solidãrio). The first two have 

registered their own commercial banks (BANCOOB and BANSICREDI)37, whereas the 

latter is more focused on the rural and agricultural sector. In addition, Unicred operates 

a network of 400 credit cooperatives for medical doctors in 14 states (World Bank, 

2005). 

 Among the commercial banks, the most important microcredit initiative is Banco do 

bƻǊŘŜǎǘŜΩǎ /ǊŜŘƛ!ƳƛƎƻ όŘƛǎŎǳǎǎŜŘ ŀōƻǾŜύ ŀƴŘ .ŀƴŎƻ wŜŀƭ {ŀƴǘŀƴŘŜǊΩǎ wŜŀƭ aƛŎǊƻŎǊŜŘƛǘƻ 

programme. The latest available figures for Real Microcredito suggest that it has only 

around 8,000 clients (Gonzalez et al, 2009) 

                                                
35 Before 1999, any NGO could obtain public funds to on-lend. After the passing of Federal Law 9,790 of 1999, NGOs have to 
qualify as OSCIPs in order to obtain public funds. To do so, they must apply to the Ministrȅ ƻŦ WǳǎǘƛŎŜ ŀƴŘ ŜƴǘŜǊ ƛƴǘƻ ŀ ά¢ŜǊƳ ƻŦ 
tŀǊǘƴŜǊǎƘƛǇέ όDƻƴȊŀƭŜȊ Ŝǘ ŀƭΣ нллфύΦ 
36 ¢Ƙƛǎ ŎŀǘŜƎƻǊȅ ǿŀǎ ŎǊŜŀǘŜŘ ōȅ wŜǎƻƭǳǘƛƻƴ оΦлру ƻŦ нллнΦ Lƴ нллоΣ wŜǎƻƭǳǘƛƻƴ оΦмлс ƛƴǘǊƻŘǳŎŜŘ ǘƘŜ ƴƻǘƛƻƴ ƻŦ άŦǊŜŜ-ŀŘƳƛǎǎƛƻƴέ 
cooperatives (Soares & Melo Sobrinho, 2008, quoted in Gonzalez et al, 2009). 
37 The establishment of commercial banks by cooperatives is authorised under CMN Resolution 2193 of August 31, 1995. 
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Box 2. The role of credit cooperatives in the Brazilian financial sector 

In Brazil, cooperatives can be formed for a number of reasons, including for agricultural purposes, by 
workers in various industries, or for the purpose of providing credit to members (credit cooperatives). 
According to the latest figures of the Cooperative Organisation (available at www.ocb.org.br), there 
were 7,672 cooperatives in 2007, of which 1,унс ǿŜǊŜ ǿƻǊƪŜǊǎΩ ŎƻƻǇŜǊŀǘƛǾŜǎΣ м,544 were agricultural 
cooperatives, 1,138 were credit cooperatives and the rest a range of other types such as 
infrastructure, housing, educational or transport cooperatives. In total, the cooperative sector had 
7.7m members, of which 2.9m belonged to credit cooperatives in 2007. Today, BACEN (2009) 
estimates the credit cooperative market to have more than 4m members. Cooperatives are present in 
1,751 of the more than 5,500 municipalities in Brazil (OCB, 2009). 

Types of credit cooperatives. There are three types of credit cooperatives in Brazil: mutual, rural and 
Luzzatti. Mutual credit cooperatives can only be formed by people who work together or belong to a 
professional association (i.e, by people of the same trade). There must be a minimum of 20 members. 
Rural credit cooperatives can be formed by rural people who work in agriculture or related activities 
(World Bank, 2005). Luzzatti are open cooperatives. This allows cooperatives to serve members 
without a pre-existing common bond. Since this category was created, any person from any trade may 
join a free-admission cooperative to get credit (Gonzalez et al, 2009). Such cooperatives have been 
allowed by regulation since 1993, but limited take-up (only 10 registered Luzzatti by 2003) led to 
regulatory changes in 2003 (World Bank, 2005).  

Functions of credit cooperatives. While other cooperatives can act as distribution channels for loans 
and other financial services to their members, only credit cooperatives may mobilise deposits and 
offer financial services (World Bank, 2005). Credit cooperatives can offer an even broader range of 
services if they link up to a cooperative bank. In this way, members of SICOOB and SICREDI issue 
credit cards, offer internet banking, issue trade credit, extend working capital and investment loans 
funded by public programs such as PRONAF or lines of credit under the BNDES. Furthermore, they act 
as a distribution channel for insurance (World Bank, 2005). 

 

Large credit and store card sector. /ǊŜŘƛǘ ŎŀǊŘǎ ǇǊƻǾƛŘŜ ŀƴ ƛƳǇƻǊǘŀƴǘ άǘƻǳŎƘ Ǉƻƛƴǘέ ŦƻǊ 

microinsurance. Not only is it a way of reaching clients, but it is also a way of collecting 

premiums and can be a channel for credit life insurance. According to BACEN Directive 1, 

2006, the use of payment cards increased 29% a year on average from 1999 to 2005, and 

accounted for more than 45% of interbank non-cash payments. Over the same period, the 

corresponding value of transactions increased from some R$41 billion to R$190 billion. 

There are a number of payment cards such as credit cards, debit cards, e-money, retailer 

cards and charged cards. Card usage in Brazil has evolved as follows over the past few years: 

Number of cards (millions) 2002 2003 2004 2005 2006 2007 2008 

With credit functionality 40.8 44.0 53.5 67.5 85.2 117.7 132.1 

With debit functionality 114.2 125.4 149.1 163.9 174.5 182.4 207.9 

Retailer and fidelity cards n/a 71.0 86.0 97.0 118.0 144.0 n/a 

Number of deposit accounts 77.3 87.0 90.2 95.1 102.6 112.1 125.7 

Table 5. Number of credit, debit and retailer cards in circulation in Brazil: 2002-2008 

Source: BACEN, 2007, 2008 and 2009e 

In 2008 there were 132m credit cards and 208m debit cards (just a few million fewer than 

the total population) in circulation (BACEN, 2008). In addition, there were 144m retailer and 

fidelity cards in 2007 (BACEN, 2008). A retail chain like Casas Bahia alone has 15m active 

payment cards (Galiza, 2009). Though the number of cards does not necessarily correspond 

to the number of people with cards as one person may have several cards, it does indicate 

that the market is large and growing. 

http://www.ocb.org.br/
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Small microfinance sector implies that credit providers do not feature as underwriters of risk. 

International evidence shows that microinsurance take-up is often not the result of 

voluntary strategies by the poor to mitigate their material risks. Rather, it is the outcome of 

compulsion by credit providers seeking to cover their own exposure to default. Therefore 

microfinance institutions or other microcredit providers are often the dominant players in 

microinsurance38. This phenomenon is however not widespread in Brazil. MFIs do not 

feature as insurance providers and credit life insurance is not yet as important in Brazil as in 

many other jurisdictions. Credit providers are therefore relevant as distribution channel for 

microinsurance rather than as direct providers/underwriters of insurance. 

High cell phone penetration but mobile banking only now starting to take off. According to 

the World Bank (2005), 100m Brazilians (57% of the population at the time) had a mobile 

phone even though only 60m had a bank account. This number has since grown significantly. 

In November 2008 the market regulator Anatel reported the number of mobile phone users 

to have reached 147m people39 ς about 75% of the population. Anecdotal evidence suggests 

that this has now surpassed the 100% mark. 

DƛǾŜƴ ǘƘŜ ƘƛƎƘ ƳƻōƛƭŜ ǇŜƴŜǘǊŀǘƛƻƴ ǊŀǘŜΣ ƳƻōƛƭŜ ǇƘƻƴŜǎ ǊŜǇǊŜǎŜƴǘ ŀƴ ƛƳǇƻǊǘŀƴǘ άǘƻǳŎƘ 

Ǉƻƛƴǘέ ŦƻǊ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ǘƘŜ ǳƴōŀƴƪŜŘ ŀƴŘ ǳƴƛƴǎǳǊŜŘ Ƴŀrket, should m-

payments achieve large-scale take-up. In the insurance sphere, mobile platforms could be 

harnessed for premium payments as well as the communication of policy and claims 

information. There are indications that mobile banking is starting to take off in Brazil, though 

it is not widespread among the low-income population yet. An interesting example is the Oi 

Paggo mobile credit card, discussed in Box 3 below: 

Box 3. Oi Paggo case study 

Oi is now the largest telecommunications company in Brazil. In January 2009 it acquired Brasil 
Telecom, bringing its client base to 56m across the whole of Brazil, 30m of whom are mobile 
subscribers. Of these, 24.4m are Oi clients, and the rest are Brasil Telecom subscribers (Oi, 2009). 84% 
ƻŦ hƛΩǎ ƳƻōƛƭŜ ǳǎŜǊǎ ŀǊŜ ǇǊŜǇŀƛŘ όhƛΣ нллуύΦ 

hƛΣ ǘǊŀƴǎƭŀǘƛƴƎ ǘƻ άIƛέ ƛƴ 9ƴƎƭƛǎƘΣ Ƙŀǎ ŀ ǎǘǊƻƴƎ ōǊŀƴŘ ǇǊŜǎŜƴŎŜΦ Lǘ ƛǎ ǳǎƛƴƎ ǘƘƛǎ ōǊŀƴŘ ǘƻ ŜǎǘŀōƭƛǎƘ ƛǘǎ 
innovative Oi Paggo m-credit card service. In December 2007, Oi concluded the acquisition of Paggo 
Administradora de Credito (Oi, 2008). Oi Paggo operates as a cardless credit card, with transactions 
being conducted via the mobile handset and SMS messages rather than a POS device. The merchant 
ƻǊƛƎƛƴŀǘŜǎ ǘƘŜ ǘǊŀƴǎŀŎǘƛƻƴ ōȅ ǎŜƴŘƛƴƎ ŀ ǘŜȄǘ ƳŜǎǎŀƎŜ ǘƻ hƛ tŀƎƎƻ ǎǘŀǘƛƴƎ ǘƘŜ ŎƭƛŜƴǘΩǎ hƛ ƴǳƳōŜǊΣ ǘƘŜ 
transaction value and the number of instalments. The purchase is authorised on the Oi Paggo system, 
which then sends an sms to the customer with the transaction details and a secret pin. The client 
confirms the purchase with the pin, after which both the client and the store/service provider 
receives confirmation of the transaction via SMS. The confirmation SMS includes an update of the 
ŀǾŀƛƭŀōƭŜ ōŀƭŀƴŎŜ ŀƴŘ ǘƘŜ ƳƻƴǘƘΩǎ ōƛƭƭ ǘƻ ŘŀǘŜ όwƛǘǘŜǎΣ нллфύΦ 

hƛ tŀƎƎƻ ŘŜōƛǘǎ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ŎǊŜŘƛǘ ŎŀǊŘ ŀƴŘ ǘǊŀƴǎŦŜǊǎ ǘƘŜ ƳƻƴŜȅ ǘƻ ǘƘŜ ǎǳǇǇƭƛŜǊΩǎ ŀŎŎƻǳƴǘ 
(McMahonΣ нллуΤ hƛΣ нллфōύΦ ¢ƻ ǊŜƎƛǎǘŜǊ ŦƻǊ ǘƘŜ ǎŜǊǾƛŎŜΣ ŀ ŎƻǇȅ ƻŦ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ L5Σ ǇǊƻƻŦ ƻŦ ƛƴŎƻme 
and residence must be posted, faxed or emailed to Oi Paggo. An additional person (SIM card) can be 
placed on one Oi account, in which case the credit limit will just be shared between the two (Oi, 

                                                
38 . For example, in IAIS/MIN Joint Working Group on Microinsurance five-country study (see Bester et al, 2008 for the synthesis 
report), compulsory credit life accounted for the bulk of the microinsurance: 100% of microinsurance clients were compulsory 
credit life clients in Uganda, around 40% in SA, almost 50% in the Philippines, 90% in India, and almost 30% in Colombia. 21.7% 
of insurance in the Microinsurance Centre Global Microinsurance survey (2007) is sold through MFIs. 
39 http://www.telecompaper.com/news/article.aspx?cid=650142. Cell phone penetration however still has an urban bias. Only 
39% of rural households (versus 82% metropolitan and 72% urban) had access to a cell phone in the 2007 PNAD survey (IETS, 
2009). 

http://www.telecompaper.com/news/article.aspx?cid=650142
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2009b). 

The Oi Paggo system offers retailers the advantage of not having to buy a POS terminal, just an Oi 
SIM. Clients pay only R$2.99 for each month that they use the service (a bill generation fee) and do 
not need to be at the point of sale to conduct the transaction. Oi Paggo is available to both pre and 
post-paid customers, though it is primarily targeted at the prepaid market for the C and D socio-
economic classes. For post-paid customers, billing is separate from the mobile phone bill (McMahon, 
2008; Wireless Federation, 2009; Oi, 2009b). 

To offer this service, Oi Paggo has obtained a consumer credit license. It is therefore not a licensed 
bank and cannot offer other banking services. Oi Paggo currently has 200,000 customers and is 
growing fast. Its main challenge has been creating customer awareness to overcome the preference 
for cash transactions as well as to be able to compete with the established credit card system (Rittes, 
2009). 

CrediAmigo is currently piloting a partnership with OiPaggo to provide their customers with mobile 
credit cards (CrediAmigo consultation, 2009). This will significantly increase the reach of OiPaggo. 

 

Another interesting model to watch in future (launched mid-November 2009), is 

aŀǎǘŜǊ/ŀǊŘΩǎ aƻōƛƭŜ tŀȅƳŜƴǘǎ DŀǘŜǿŀȅΣ ƻŦŦŜǊed in conjunction with Itau Unibanco and 

Vivo. It allows Mastercard users to link their phone number to their debit or credit accounts, 

thereby enabling them to use their mobile phone as an e-wallet for sending and receiving 

money. It uses technology from a subsidiary of Philippines mobile network and m-banking 

operator Smart Communications (Bills, 2009). 

Conclusion: Brazil has a very sophisticated and well resourced financial sector. Not only does 

the financial sector offer a ready distribution channel for microinsurance, but the 

widespread and cash-friendly payment system provides complete access throughout the 

entire country for the payment of premiums. 

  



24 
 

3. Insurance providers, products and intermediary channels 

Building on the context provided in the preceding sections we now proceed to explore the 

main features and trends in the insurance sector. The section will explore the insurance 

market in seven sections: 

 An introduction to the insurance context and the institutions involved; 

 A review of trends in premium growth, claims and sales costs across product categories; 

 A short note on the health insurance landscape; 

 The involvement of the state in agricultural insurance; 

 An overview of the main features of the microinsurance product landscape; 

 A review of the main microinsurance models found in the analysis; and 

 An analysis of current take-up of insurance. 

3.1. Insurance context 

A large number of insurers. The insurance sector in Brazil comprises of 160 companies, 

involved in one, or a combination of, either insurance, open private pension or capitalisation 

(offering savings bonds linked to the national lottery ς a large market in Brazil as described 

below). Some life insurance companies may also offer open private pension products, 

depending on their license conditions (SUSEP, 2009 - website). A number of banks own both 

insurers and capitalisation companies.  

The top 10 insurers (some of them from the same group), account for 52% of all industry 

premiums. The breakdown by market share is as follows: 

Figure 10: Breakdown of total insurance market share by premium, Jul. 2008 ς Jun 2009 

{ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ 

A more detailed breakdown of the four largest insurance40 providers in Brazil, namely, 

Bradesco, Itaú, Brazil Prev, Porto Seguro can be found in Appendix 6. 

Four categories of underwriters in the low-income market. At a high level there seems to be 

at least 4 categories of insurance providers that are exploring the low-income market. 

                                                
40 Largest insurers as measured in total premiums collected year ending June 2009. Individual product contributions to insurers 
are measure relative to total contributions for year ending December 2008.    
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 Bank-led groups dominant in the insurance market. Banco Bradesco and Itaú Unibanco, 

the two largest private banks in Brazil, are the parent companies for several insurance 

companies and/or licences responsible for 32% of the gross premiums written in the 

Brazilian insurance market. 

 Large independent insurers exploring alternative channels. The second category is made 

up of large insurers that do not have direct relationships with banks. Mapfre, the 7th 

largest insurer, is the most prominent example of relevance to this study given its 

interest in the low-income market. Given the absence of the bank relationship Mapfre is 

aggressively pursuing relationships with other client aggregators such as retailers in 

which it is said to have the dominant market position. Much of MapfǊŜΩǎ ŀŎǘƛǾƛǘȅ ƛƴ ǘƘŜ 

low-income market has come about in the last 5 years. 

 Smaller players following different models. While the scope of this analysis did not allow 

for an exhaustive scan of all the players in the market we did come across a small 

number of smaller players that are exploring the low-income market using different 

approaches and models. SINAF is one of these players, focusing on door-to-door sales of 

funeral policies. Another is QBE, which specialises in affinity distribution. It is likely that 

there are more players like these looking for niche products and channels in order to 

compete with the larger players.  

 Informal funeral parlours and cemeteries. In addition to the above-mentioned formal 

players the funeral parlours and cemeteries make up the final categories of informal 

providers. This market evolved in the gaps created by regulatory changes in 2004 and 

have since grown to a significant market which estimates place at as many as 20-25m 

lives covered. This category is discussed further below 

Dominance of corporate brokers in the affinity market. In addition to these categories 

corporate brokers AON and Marsh seem to play a dominant role in the affinity business 

channel selling insurance through utility companies, telephone networks, call centres, etc. 

Industry interviews suggest that these brokers may control more than 90% of this market. 

Their dominant role relative to the insurers in this market developed due to their primary 

relationship with the aggregator clients and the advanced administrative systems that they 

have developed providing them with superior efficiencies. In several cases these brokers 

have also taken on an extensive administration role resulting in some insurers being 

relegated to an underwriting vehicle in these models. Control over access to significant client 

bases places them in a powerful negotiating position relative to the insurers. 

Recent emergence of low-income activity. With a few exceptions (notably PASI) insurance 

entry into the low-income market across all these categories is a phenomenon that started 

in the last 10 years and mostly concentrated in the last 5 years.  

Largest players specialize in life insurance and predominantly sell VGBL. An interesting 

phenomenon is that the largest life insurers sell predominantly VGBL. Examples are Bradesco 

Vida e Previdencia that largely sells Individual (71%) and group VGBL (8%). Itaú Vida who 

mostly sells Individual VGBL (83%) and Brasilprev Seguros E previndencia who solely sells 

individual VGBL. 

A handful of key microinsurance players. Current industry data does not allows us to identify 

all the insurers that may provide microinsurance or to accurately quantify the extent to 

which such products are provided. There are, however, an increasing number of players that 
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place emphasis on the low-income/mass market. These players provide mostly personal 

accident as well as life insurance (including funeral cover), extended warranties, credit life 

and some property insurance to the low-income market, mostly through bundled products. 

Capitalisation is an important add-on to most if not all products. 

Realisation of untapped opportunities. Apart from the few innovators in the market, most 

ƛƴǎǳǊŜǊǎ Ŧƻƭƭƻǿ ŀ ƳƻǊŜ άǿŀƛǘ ŀƴŘ ǎŜŜέ ŀǇǇǊƻŀŎƘ ǿƘŜǊŜ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜ ƛǎ ŎƻƴŎŜǊƴŜŘΦ ¢Ƙƛǎ 

can partly be explained by the fact that the traditional corporate, employee group and high-

end retail market is still relatively profitable and presents further opportunities for growth. 

Nevertheless, the realisation is increasingly taking root that there is a large untapped market 

with large opportunities for scale. 

Member-owned entities play limited role in insurance sector. It is not clear what the total 

penetration of such organisations in the Brazilian insurance market is. In the health market, 

31% of the 51.2m Brazilians who have private health insurance (medical plans and dental 

plans) are served by cooperatives (FenaSaude, 2009). This amounts to about 15.9m people 

or 8% of the population. The credit cooperative discussion showed that there are around 4m 

credit cooperative members. However, during our consultations, cooperatives outside of the 

health market did not emerge as players in the insurance market, despite such entities 

playing an important role in insurance provision elsewhere in the world. This is because the 

Insurance Act does not allow cooperatives as an institutional form to provide any insurance 

other than agriculture insurance, health insurance ƻǊ ǿƻǊƪŜǊǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴǎǳǊŀƴŎŜΦ ¢ƘŜ 

second SUSEP Working Group report identified this institutional limitation as a barrier to 

microinsurance development in the current regulatory framework. Nevertheless, 

cooperatives are important aggregators of clients in the microinsurance target market. Some 

insurers already distribute insurance products through cooperative networks, but this 

presents an opportunity for further growth. 

Broad outreach of informal insurance through funeral homes. As noted above informal 

insurance through funeral homes and cemeteries make up one of the key categories of 

institutions in the low-income market. Under Resolution 102/2004 funeral cover in-kind 

όŘŜŦƛƴŜŘ ŀǎ άŀǎǎƛǎǘŀƴŎŜέύ ƛǎ ŎƭŀǎǎƛŦƛŜŘ ŀǎ ǇǊŜ-payment of services and therefore does not 

qualify as insurance. As a consequence, funeral homes and private cemeteries offer funeral 

insurance outside of the insurance regulatory framework. This market has grown 

significantly and some estimates place this market at as much as 20-25 million lives covered. 

This amounts to up to 13% of the population. Though no comprehensive data exist, players 

estimate there to be in the order of 1,500 to 2,000 funeral homes providing funeral plans of 

which no more than 50 are estimated to be large homes with more than 200,000 lives on 

their book. The rest are all smaller, with between 10,000 and 30,000 lives each 

(consultations, 2009). 

Limited informal provision outside of funeral sector. There is some evidence of informal 

underwriting in the cooperative sector. For example, some cooperatives (who are only 

ŀƭƭƻǿŜŘ ǘƻ ǿǊƛǘŜ ƘŜŀƭǘƘΣ ŀƎǊƛŎǳƭǘǳǊŀƭ ŀƴŘ ǿƻǊƪŜǊǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴǎǳǊŀƴŎŜ ōȅ ƭŀǿύ 

underwrite cargo insurance. As far as we could ascertain, this is however on a small scale 

and not of relevance to microinsurance. Furthermore, there are allegedly a number of health 

insurance providers (cooperatives or otherwise) who still operate outside of the law. The 

scale of informal health insurance is, however, not documented. 
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3.2. Trends in premium growth, claims and sales costs across product 
categories 

In this section we explore the main trends in premium growth, costs and claims experiences 

across the main product categories and lines. To provide the necessary context we review 

the performance of the industry as a whole as well as the contributing product categories. 

Building on this we then look at the performance of specific product lines relevant to the 

microinsurance debate (as low-income products cannot be identified separately in the data).  

Across all these levels we review the experience of premium growth and claims experience 

as the main indicators for which data is available. Where possible we include analysis of 

sales costs and we also consider the full spectrum of costs at the company level (for which it 

is available). 

3.2.1. Total industry 

Total premiums in the insurance market - excluding open market private pension, medical 

insurance and capitalisation - have grown significantly in recent years. It reached R$ 70.5bn 

(around US$ 39bn) in the year ended June 2009; this corresponds to a yearly average growth 

rate of 14% between 1995 and 2008 and is higher than the nominal yearly average GDP 

growth rate of 12% for the same period. As a result insurance premiums grew from 1.8% of 

GDP in 1995 to 2.4% of GDP in 2008 (increasing to 3.3% if capitalisation, open private 

pension schemes and medical insurance are included). This makes Brazil the largest 

insurance market in Latin America (SUSEP, 2008b) and ranks it in the 17th position globally 

(Swiss Re, 2009). The growth trend is apparent from the following figure: 

Figure 11: Insurance penetration excluding capitalisation, open private pension schemes and 

medical insurance 

Source: !ǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ ŦƻǊ ƛnsurance data; Nominal GDP data 

obtained from Central Bank of Brazil website 
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Structural change in premium growth since 2002 driven by the introduction of VGBL. While 

certain reforms (see Section 7) have provided the platform for growth, it is the introduction 

of VGBL that has really boosted insurance penetration growth. There was a structural break 

in the penetration trend around the introduction of VGBL. Before 2002, insurance premiums 

decreased as percentage of GDP. If the effect of VGBL is removed, insurance premiums as 

percentage of GDP are still lower in 2008 than in 1995. In the absence of VGBL, insurance 

penetration41 would only have reached ŀǊƻǳƴŘ мΦр҈ ƻŦ D5t ōȅ нллуΦ ±D.[Ωǎ ǘƻǘŀƭ ǎƘŀǊŜ ƻŦ 

the insurance market stood at 35% in 2008. This comes after a yearly average growth rate of 

27% between 2003 and 200842. 

Box 4. The rise of VGBL 

Two products in the pensions sector deserve special mention for their popularity: the VGBL (Vida 
Gerador de Benefícios Livres ς created in 2001) and its precursor the PGBL (Plano Gerador de 
Benefícos Livres ς introduced in 1998). They are inspired by the American 401(k) plans and are long-
term savings products, but unlike the 401(k) plans are created for individual employees rather than 
employers. The PGBL is a pension product governed by pension laws and supervised by the SPC 
(Secretariat of Complementary Pensions), whereas VGBL is an insurance product governed by 
insurance laws. Both enjoy special tax benefits, but target different types of savers

43
: 

 The PGBL plan is often offered through employers. Contributions are tax deductible up to 12% of 
ǘƘŜ ǿƻǊƪŜǊΩǎ ŜŀǊƴƛƴƎǎ όƴƻǘŜ ǘƘŀǘ ǘƘƛǎ ƛǎ the total allowable deduction, including other insurance). 
This tax advantage is however only available to those people in the tax net and willing to fill out a 
complex income-tax form. It is therefore not suited to those in the informal market. Furthermore, 
while enjoying an upfront tax benefit, PGBL benefits (annuity or lumpsum) are fully taxable upon 
payout.  

 Contributions to VGBL are not tax deductible. It is therefore suitable for the needs of those in the 
informal sector and also for tax payers that have exhausted their tax deductions. It was intended 
to provide a pension savings vehicle for the informally employed. These people still file a 
simplified income tax return on which they claim a standard deduction. The VGBL account is 
comprised of after-tax money. Capital gains are taxed annually. The big difference from PGBL, 
however, is that the full benefit under a VGBL policy is tax free upon payout. The VGBL has a 
lower limit for monthly or annual contributions than other pension plans. By the end of 2006, 
VGBL total premiums had reached R$ 15.3 billion (US$ 7 billion), representing 66.7% of all life 
insurance premiums in that year (SUSEP, 2008b; EIU, 2007).  

The main differences between PGBL and VGBL can be summarised as follows: 

PGBL VGBL 

Contributions to a PGBL policy are tax deductible 
up to the limit allowed by law 

Contributions to a VGBL policy are not 
tax deductible. 

Investment growth of policy not taxed before 
payouts. 

Investment income taxed at normal 
rates on an annual basis. 

Full income tax on all benefits received from the 
policy. 

No tax on benefits received from policy. 

Governed by pension laws Governed by insurance laws 

Table 6. The differences between PGBL and VGBL plans. 

The VGBL plan has proven to be a a significant boon to the life insurance market in Brazil. It saw rapid 

                                                
41 Excluding capitalisation open private pensions and medical insurance. 
42 The VGBL product line code was only included in the SUSEP database from 2003. It should be noted however that VGBL 
products have been available since 2001. 
43 The discussion below draws strongly on an article (no author quoted) available at: 
http://www.thefreelibrary.com/Going+formal:+Brazil's+widespread+"informal+economy"+left+many...-a095198734, as well as 
on a consultation with Regina Simoes of SUSEP in September 2009. 

http://www.thefreelibrary.com/Going+formal:+Brazil's+widespread+%22informal+economy%22+left+many...-a095198734
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uptake and now accounts for more than half of all premiums in the life and providence industry. The 
target market finds it especially attractive as there is no need for a fixed commitment of funds until 
retirement, though there are some penalties for early withdrawal. It is possible to add a term life 
component to the savings product. The policy holder has a choice between a lump sum or annuity 
payout. VGBL contributions can be as low as R$30 per month. 

Relevance of VGBL to microinsurance. Traditionally, pension products are not viewed as of direct 
relevance to microinsurance. Microinsurance entails simple risk products that are affordable to the 
low-income market. Long-term contractual savings products often introduce more risk and are more 
expensive, making them less suitable to the low-income market. Nevertheless, the precedent set by 
VGBL in Brazil served as trigger for the interest in microinsurance by the CNSP and the 
microinsurance-related reforms set in motion since 2003. Furthermore, indications are that VGBL is 
very much a product taken up by the middle to lower income market, including those in the informal 
sector and was specifically designed as a long-term savings vehicle for those outside of the formal 
sector. {ǇŜŎƛŀƭ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǘƘŜǊŜŦƻǊŜ ƴŜŜŘǎ ǘƻ ōŜ ƎƛǾŜƴ ǘƻ ǘƘŜ ǊƻƭŜ ǘƘŀǘ ŀ άƳƛŎǊƻ-±D.[έ Ŏŀƴ Ǉƭŀȅ ƛƴ 
the development of the overall insurance market in Brazil. 

 

Growth in life insurance industry biggest contributor to over-all gain. As a category, life 

insurance premiums contribution to total insurance premium increased from 21% in 2001 to 

52% in 2008. However, when separating out VGBL contributions, life insurance premiumsΩ 

contribution to total premiums reduced from 21% in 2001, to 18% in 2008. In the remainder 

of the trend analysis we isolate VGBL from the rest of the life industry to indicate the 

differences in trends within the life category. Within the life insurance category the product 

lines of potential interest to microinsurance are credit life, educational, group personal 

accident, group and individual life and random events.  

The life insurance industry (excluding VGBL) showed strong relative expansion with an 

average annual growth rate of 13% between 2001 and 2008. The rate of growth slowed from 

a 37% year-on-year in 200244 to 12% year-on-year in 2008 (see Figure 12 below).  

                                                
44 See note on possible distortion in reporting within product lines in asset and life breakdown 
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Figure 12. Growth in gross premium collection
45

 ς excluding private pension and capitalisation  

{ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ 

Assets insurance contribution to total premiums unchanged. AssetΩs contribution to total 

insurance premiums remains stable over the period 2001 to 2008, peaking above its 9% 

contribution in 2001 and 2008 at 11% during 2002, 2003 and 2005. In the asset insurance 

category, fire46, burglary and theft, loss of profit, multi peril and extended warranties were 

identified of interest to microinsurance. We will discuss the trends for these products in 

more detail later in this section. 

When the growth in premiums is calculated from Figure 12, asset insurance lines showed 

strong growth between 2001 and 2008 with an average yearly growth of 20%. The highest 

yearly growth over this period was recorded in 2002, 30%, and the lowest during 2004, 2%.  

Decreased contribution of auto insurance to total insurance premiums. While increasing in 

absolute terms, auto insurance premiums have decreased as a percentage of total insurance 

premiums from 38% in 2001 to 30% in 2008. The contribution of asset insurance to total 

insurance premiums has remained constant. Asset insurance as a proportion of total 

insurance premiums was 8% 2001, peaked at 11% in 2003, 2004 and 2006 but reduced again 

to 8% in 2008. Within the auto insurance category the product lines of potential interest to 

microinsurance are private passenger, automobile, auto civil liability and DPVAT and we 

discuss the trends for these products in more detail later in this section. 

Claims ratios declined for overall insurance sector. Claims ratio at an industry level has 

declined from its highest point of 65% in 1999 to its lowest point of 53% in 2008. Asset 

insurance experienced the largest decline from a high of 61% in 2001 to 32% in 2008. Life 

claims ratio47 has declined from a high of 51% in 2003 to a low of 39% in 2008. 

                                                
45 For illustrative purposes we have only included the three largest categories of insurance ς life, asset and auto.  
46 Fire, even though still registered as a separate product line, has in recent years mainly been recorded under household and 
business insurance lines. 
47 Excluding group and individual VGBL. 
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No clear trend in the auto industry claims ratios. Auto insurance lines have shown both the 

highest claims ratios as well as the largest volatility. The auto insurance industry experienced 

its highest and lowest claims ratios in 2007 (86%) and 2006 (68%) respectively.  

Figure 13: Claims ratio for total industry, life, auto and asset insurance lines 

{ƻǳǊŎŜΥ {ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ 

Slower growth in capitalisation, open market pension than insurance lines. Capitalisation 

showed a slightly weaker growth rate, compared to market insurance product categories, of 

9.4% between 2000 and 2008. Capitalisation recorded a 15% yearly growth rate in 2008 and 

a mere 2.9% yearly growth rate for 2006. Open market pensions recorded a average yearly 

growth of 8% between 2000 and 2008 with the highest growth rate recorded in 2007 of 9% 

and negative growth figures in 2004 and 2006 of -4.7% and -6.3% respectively.  

Box 5. Capitalisation overview 

¢ƘǊƻǳƎƘƻǳǘ ǘƘƛǎ ŘƻŎǳƳŜƴǘΣ ǿŜ ǊŜŦŜǊ ǘƻ ǘƘŜ άƭƻǘǘŜǊȅέ ŎƻƳǇƻƴŜƴǘ ŀŘŘŜŘ ǘƻ ǾƛǊǘǳŀƭƭȅ ŀƭƭ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜ 
products in the market. This is made possible through a phenomenon called capitalisation. 
Capitalisation plans are a type of savings bond linked to a lottery draw ς if you have a plan you are 
taken into account for lottery draws. In fact, all the insurers consulted singled out capitalisation as 
one of the single biggest driving forces in ensuring uptake in the low-income market, an indispensible 
marketing tool. 

Capitalisation plans are the oldest insurance-related products in Brazil. The market has been present 
in Brazil since 1929. Premiums can range from as low as R$3 per month to R$30 or higher. The money 
earns some interest and must stay in the plan for a fixed period, with penalties for early withdrawal.  

At the end of 2008 there were 12 registered capitalisation companies offering 60 different types of 
products. The main types of capitalisation according to Galiza (2009) are: 

Types of capitalisation Description 

Traditional 
Monthly or yearly premiums, full inflation adjustment of the purchase price 
returned upon maturity 

Total industry
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Scheduled purchase 
Savings certificates with a specific objective, i.e. capital formation specifically for 
the purchase of goods, services or travel. 

Popular 
Intended for customers with lower purchasing power, emphasising the lotto 
aspect. Greater volume of sales than the above categories. Main feature: insurer is 
legally allowed not to pay the client the full value of the inflation adjustment. 

Incentive Linked to a promotional event set up by an underwriter. General conditions 
include the free cession of the right to participate in draws to third parties. 

Table 7. Types of capitalisation 

Source: Galiza (2009) 

Capitalisation ŀ άōŜƴŜŦƛǘ ƛƴ ƭƛŦŜέ ŦƻǊ ƳƛŎǊƻƛƴǎǳǊŀƴŎŜ. For the lottery benefit on microinsurance 
ǇǊƻŘǳŎǘǎΣ ǘƘŜ ƛƴǎǳǊŀƴŎŜ ƛƴŘǳǎǘǊȅ ǇǊŀŎǘƛŎŜ ƛǎ ǘƻ ǳǎŜ ǘƘŜ άƛƴŎŜƴǘƛǾŜέ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ ŎŀǘŜƎƻǊȅΦ ¢Ƙŀǘ ƛǎΣ ŀƴ 
insurer buys the right to participate in draws from the capitalisation company. In effect, it buys a 
batch of capitalisation numbers guaranteeing one prize every month (or week, depending on the 
terms of the contract). Only the lottery component is then charged into the premiums, not the 
savings component. For the insurer, the money placed in capitalisation is a form of low-return savings 
rather than a direct expense. There is therefore no loss in built-up value for the policy holder. As 
discussed in Section 3.5Σ ƛƴǎǳǊŜǊǎ ǾƛŜǿ ŎŀǇƛǘŀƭƛǎŀǘƛƻƴ ŀǎ ŀƴ ƛƳǇƻǊǘŀƴǘ άōŜƴŜŦƛǘ ƛƴ ƭƛŦŜέ ŦƻǊ 
microinsurance ς offering clients value during their lifetime, not just upon death. It is a core driver of 
uptake in the microinsurance market. 

Getting people to make the right decision for the wrong reasons. There are some regulatory concerns 
regarding capitalisation, most notably that it does not deliver value to the client and that the savings 
value may be eroded by the lottery component. However, the way that it is applied in the insurance 
industry as described above would seem not to be to the detriment of customers. It attracts people in 
to the insurance market. From a more paternalistic point of view, it could be argued that it entices 
people to make the right decision for them (buying insurance), albeit for the wrong reason (the prize, 
rather than the value of the insurance). Thereafter, it is however the value of the insurance policy that 
should keep them in the market. One piece of anecdotal evidence explains: when we visited some 
CrediAmigo insurance customers in Fortaleza in their homes and asked one microentrepreneur why 
he has insurance he emphasised that it is due to the protection it provides. Even though he may have 
been lured into insurance by the capitalisation component, it is the subsequent realisation of the 
value of insurance that keeps him a customer. 

Internationally, regulatory authorities are uncomfortable about the proposition of using an incentive 
to draw people into purchasing insurance. For this reason, capitalisation or a lottery component to 
insurance is prohibited in many countries, South Africa being one example. We however find the way 
it works in Brazil to be an innovative way to trigger usage and a positive driver of uptake, as long as it 
goes hand in hand with appropriate, value-for-money products to the target market and efforts at 
consumer awareness. 

 

To provide the necessary context we shall briefly review the overall premium growth trends 

in the auto, asset and life insurance industries, where after we shall take a more detailed 

look at product lines of potential relevance to microinsurance. 

3.2.2. Auto insurance industry 

Consistent growth in auto insurance industry. Total insurance premium in the auto insurance 

lines have increased at an annual average yearly growth of 12% over the period 2001 to 

2008. The highest growth figures were recorded in 2008, 2006 and 2004 at 16%. Lowest 

growth figures for this period can be observed in 2002, 4%. 
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Figure 14: Growth in auto line premiums collection 

{ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ 

Strong growth in microinsurance relevant product lines48. Within the auto insurance category 

private passenger, automobile, auto civil liability and DPVAT are the main lines. Compulsory 

3rd party liability coverage, DPVAT (Danos Pessoais Causados por Veículos Automotores de 

Via Terrestre), grew at an average annual rate of 12% since its introduction in 2003. Auto 

insurance remained the largest contributor to total auto insurance industry growing at a 

yearly average of 8% over the same period. 

Auto insurance industry relevant to Brazilian microinsurance market. Even though it is not 

the primary focus of this study, the role of auto motor insurance is of relevance in the 

Brazilian context. During focus groups discussion (see Section 4) the high cost of motor 

vehicle insurance came to light as a particular concern to low-income households. In 

addition SUSEP identified microinsurance-relevant lines as auto, DPVAT and private 

passenger auto liability.  

3.2.3. Asset insurance industry 

Five main product lines drive asset insurance performance. In 2008 the main contributors to 

asset insurance lines were extended warranties (24%), comprehensive business insurance 

(19%), operation risk insurance (16%), multiple peril (16%) and comprehensive residential 

insurance (15%). 

                                                
48 Auto product lines identified by SUSEP to be relevant to microinsurance is as follows: Private passenger auto, Auto, auto civil 
liability and DPVAT.  
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Figure 15: Individual product lines contribution to asset insurance industry (Year ending 2008) 

{ƻǳǊŎŜΥ ŀǳǘƘƻǊǎΩ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ōŀǎŜŘ ƻƴ {¦{9t όнллфύ ŘŀǘŀōŀǎŜ 

Microinsurance-relevant asset insurance lines49 make up 41% of total asset insurance 

industry. The contribution of microinsurance-relevant product lines reached 41% in 2008 

from a low in 2004 of 21%. It should be noted that it is not possible to calculate the size of 

microinsurance premiums written under these lines, only the growth in insurance lines 

under which microinsurance products are written. The premium for these product lines will, 

therefore, include both high-income and low-income policies.  

Rapid growth in extended warranties contribution to total asset. Rapid growth in the 

contribution of extended warranties ς a key product line in the microinsurance sector ς to 

total asset premiums can be seen between 2006 and 2008. The yearly average growth rate 

of extended warranties for this period was 75% making extended warranties the largest 

contributor to ǘƘŜ άtotal assetέ insurance line. 

                                                
49 Insurance lines identified by SUSEP relevant to microinsurance ς Fire, burglary and theft, loss of profit, multiple peril and 
extended warranty. 
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