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Introduction

Despite being heavily underfinanced, micro, small, and medium enterprises 
(MSMEs) are integral drivers of economic growth and contribute substantially to 
employment and innovation. They account for 50% of global employment and 90% 
of all businesses. MSME’s are also exposed to a wide range of risks. They struggle 
more than larger businesses to cope with these due to a combination of factors 
including, limited resources, an exposed environment, and a lack of skills and 
tools to manage them. Insurance can help MSMEs better manage risks, enable 
them to access a greater variety of risk management tools (including loans and 
savings), and give them confidence to take more productive, perhaps riskier, 
investment decisions.
However, MSME’s lack of awareness around insurance and the of high heterogeneity their risk profiles, along with 
regulatory barriers, a lack of knowledge about this potential target market and difficulties accessing it, mean 
insurance providers struggle to serve MSMEs.1 One way to tackle these challenges and better serve MSMEs is to 
leverage value chain aggregators to offer and distribute tailored insurance products. In this brief, we explore why 
value chain aggregators are suited to distributing insurance to MSMEs, what role they can play and what insurance 
providers need to consider when partnering with value chain aggregators.
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What are value chain aggregators and their functions? 

Value chains are defined as “the full range of activities 
which are required to bring a product or service from 
conception, through the different phases of production 
(involving a combination of physical transformation 
and the input of various producer services), delivery to 
final consumers, and final disposal after use”2. They are 
the mechanisms or structures through which economic 
actors within an ecosystem of connected activities 
engage with each other to jointly provide a specific 
product or service. 

Most value chains have both many-to-one and one-to-
many dynamics, as displayed in Figure 1. For instance, 
a value chain often starts with many farmers or 
manufacturers supplying a product to an aggregation 
point, like a warehouse, wholesaler or digital platform. 

From this aggregation point, the product is delivered to 
a large network of retailers or consumers. These many-
to-one and one-to-many dynamics are often governed 
by value chain aggregators, and coordination allows a 
more efficient flow of goods, services and information. 
This leads to enhanced productivity among the different 
actors involved in a value chain. Therefore, value chain 
aggregators play a crucial role in ensuring that the 
MSMEs operating within a specific value chain offer a 
viable segment for the insurer to target. Figure 1 uses 
the example of the Kenya Tea Development Agency 
(KTDA) to show the beneficial role that value chain 
aggregators can play by coordinating interaction within 
the food supply chain. 

Figure 1: Kenya tea value chain and the benefits of value chain coordination through an aggregator

Source: Author’s own, based on IFC (2014)

https://www.ifc.org/wps/wcm/connect/2bcd1252-7e93-43cc-87af-7f05cf42aa4d/KTDA.pdf?MOD=AJPERES&CVID=lvwZhrf
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Aggregators can be distinguished by their position 
in the value chain, their business model and their 
rationale for participation3:

• Producer-driven value chain coordination: groups 
of producers, such as cooperatives or business 
associations. They pursue access to new markets 
and higher prices, and/or aim to stabilise and 
secure their market position. 

• Buyer-driven value chain coordination: large 
companies such as processors, manufacturers or 
exporters. They coordinate the value chain to 
ensure supply and quality, increase supply volumes 
and cater to niche markets.

• Facilitator-driven value chain coordination: 
NGOs, government agencies. They aim to make 
markets work for the poor and drive local or 
regional development, or third-party platforms 
that earn a fee for providing coordination and 
market-matching as a service.

The adoption of new technologies is increasingly 
digitalising the operations of each of these types of 
aggregators. In particular, many aggregators leverage 
digital platforms to facilitate engagement and 
coordination within value chains. Multi-sided digital 
platforms, or online marketplaces, have proliferated 
as facilitator-driven value chain coordinators. More 
information on digital platforms as a channel for 
insurance distribution can be found in note “How can 
digital platforms support the distribution of MSME 
insurance?”

The business case for value chain aggregators as a partner 
for insurance providers

Value chain aggregators offer significant potential 
benefits for insurance providers:

• Existing reach among MSMEs with similar risks/
challenges: MSMEs conducting a similar function 
within the same value chains are likely to face 
similar risks and are likely to have a similar set 
of insurance needs. Value chain aggregators have 
an existing relationship with a network of MSMEs, 
offering a point of aggregation through which 
insurance policies can be distributed and marketed 
to a relatively homogenous group4,5.

• A trusted relationship: Distrust of MSMEs towards 
insurance providers is high in most developing 
countries. Value chain aggregators often have long-
standing relationships with MSMEs that operate 
in the value chain. These can be leveraged to 
overcome negative perceptions around insurance.

• Unique knowledge: Partnering with value chain 
aggregators gives insurers access to in-depth 
knowledge and understanding of the value chain 
and the risks MSMEs face.

• Potential product bundling opportunities: Value 
chain aggregators often offer value-added services 
to MSMEs. Insurance providers can tap into this 
existing offering and bundle them with products to 
offer more holistic resilience solutions to MSMEs.
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Existing role of value chain aggregators in distributing 
insurance

Partnerships between insurance providers and lead companies (large processors, manufacturers or exporters that 
coordinate the value chain) exist primarily within agricultural value chains, offering products that cover agricultural 
activities as well as other types of insurance. For instance, financial services group, BRITAM, has partnered with the 
KTDA - the lead company governing the Kenyan tea value chain - to offer hospital and funeral insurance cover to 
smallholder farmers (see box 1). Other examples of lead companies cooperating with insurance providers include 
cotton-producer, NWK Agri-Services, in Zambia and coffee producer, Nespresso, in Colombia. NWK Agri-Services, 
together with MicroEnsure and Focus General Insurance Limited, has offered weather and life insurance as part of 
its cotton farmer out grower scheme since 20136. Nespresso has partnered with Seguros Bolivar and Blue Marble 
Microinsurance to launch a pilot weather index insurance programme for smallholder coffee farmers belonging to 
two selected cooperatives (see box 2). In addition to the lead company and the insurance provider, other value chain 
aggregators such as cooperatives or microfinance institutions (MFIs) are often leveraged for distribution.

Box 1. Case Study: BRITAM and the KTDA partner to offer medical cover in Kenya 

BRITAM partnered with the KTDA in 2007 to launch a hospital and funeral microinsurance policy, called Kinga Ya 
Mkulima, for small-scale tea farmers and their spouses in Kenya. The KTDA is a private company owned by about 
600,000 smallholder tea farmers which manages 68 tea factories. Kinga Ya Mkulima is used by approximately 
120,000 of the KTDA members. The premium is KSh 1,000 to KSh 10,000 depending on the level of cover opted for. 

Figure 2: Kinga Ya Mkulima partnership ecosystem

Source: Adapted from Koven et al. (2014)

Figure 2 provides an overview of the roles and different stakeholders involved. BRITAM pays the claims and carries 
the risks, whereas the KTDA collects the premium and distributes the products through its tea factories through 
its fully-owned subsidiary Majani Broker. The premiums are deducted from the KTDA members’ tea income on a 
monthly or annual basis. Additional distribution channels, such as MFIs and other broker companies, are leveraged 
as well. 

Sources: Britam (2018a); Britam (2018b); Koven (2014) 

https://www.findevgateway.org/paper/2014/02/balancing-client-value-and-business-case-kenyan-health-microinsurance
https://www.munichre-foundation.org/content/dam/munichre/foundation/publications/2018_IMC_Day3_PS3%20Prestentations%20Saurabh%20Sharma.pdf/_jcr_content/renditions/original./2018_IMC_Day3_PS3%20Prestentations%20Saurabh%20Sha
https://ke.britam.com/documents/767267/0/KYM+Brochure.pdf/4d2b359c-f117-e045-c4a9-0881e8e0a234?t=1573636929267
https://www.findevgateway.org/paper/2014/02/balancing-client-value-and-business-case-kenyan-health-microinsurance
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Outside of the agricultural sector, partnerships between 
digital platforms (who are the value chain aggregators 
in this case) and insurance providers are prominent. 
Non-agricultural value chains are also often dominated 
by big manufacturing conglomerates such as Unilever or 
Proctor & Gamble, or by large wholesalers or retailers 
such as Shoprite and Carrefour. However, despite 
many of these companies having active programmes to 
support SME suppliers and/ or retailers with training 
and financial services, insurance products remain 
limited or non-existent. Instead, insurance providers 
mainly leverage value chain aggregators (or digital 
platforms). 

For instance, the Kenyan B2B e-commerce platform, 
Twiga Food, partnered with BRITAM in 2020 to develop 
a business interruption insurance cover targeted at 
small businesses. The insurance product, called “Soko 
Afya”, aims to protect retailers against unforeseen 
risks and losses in income which may arise due to key 
personnel hospitalisation, fires and riots. Small retailers 
who have joined Twiga’s marketplace are able to access 
the insurance product via its mobile app. 

Other examples include logistic platforms, such as 
Kobo360, or on-demand multi-service platforms, such 
as Grab or Gojek, which are offering insurance cover 
as value-added services to their users. The unique 
dynamics of digital platforms are further discussed 
in note “How can digital platforms support the 
distribution of MSME insurance?”.

Box 2. Case Study: Nespresso and Blue Marble Microinsurance launch crop insurance pilot programme in 
Colombia 

In 2018, premium, portioned coffee company, Nespresso, partnered with Seguros Bolivar and Blue Marble 
Microinsurance to launch a pilot weather index insurance programme called CaféSeguro. This was offered to 
smallholder coffee farmers belonging to the Aguadas and Norte de Caladas cooperatives in Colombia, and, as of 
2019, the product has served 3,275 smallholder farmers. CaféSeguro, provides customised coverage for excess 
rainfall and drought by leveraging satellite data.  

Figure 3: Café Seguro partnership ecosystem

Source: Adapted from Mughal (2022) 

As displayed in Figure 3, the product relies on a complex partnership ecosystem. The insurance product is locally 
underwritten by Seguros Bolivar, whilst Blue Marble is responsible for the technical design and servicing, and 
premium management of the insurance product. The product is reinsured by Blue Marble’s owner companies. 
Nespresso is a major aggregator of coffee from smallholder farmers and therefore works with smallholder 
cooperatives to distribute the insurance product to each farmer. The Government of Colombia provides the 
smallholders with premium subsidies.  

Sources: Businesswire (2019); Nespresso (2018) 

https://www.kobo360.com/ZA/en/services
https://www.grab.com/sg/
https://www.gojek.com/en-id/about/
https://www.sustainability.nespresso.com/crop-insurance-coffee-smallholders
https://www.businesswire.com/news/home/20190904005560/en/Blue-Marble-Microinsurance-Expands-Weather-Index-Insurance-Program-for-Smallholder-Coffee-Farmers-in-Colombia
https://nestle-nespresso.com/news/nespresso-blue-marble-microinsurence-collaboration
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Value chain and value chain aggregator selection. If 
insurance providers want to unlock these opportunities, 
the first step is to select a value chain. Segmenting 
MSMEs through an economic sector/value chain lens, 
going beyond revenue or number of employees, enables 
insurance providers to identify sub-groups facing 
similar, cross-cutting risks. Key criteria for identifying 
value chains with the biggest commercial opportunities 
are:

• The number of aspirational MSMEs – those that see 
the potential for growth in their businesses -  that 
are relatively similar in terms of their operations 
and risks. 

• The structure of the value chain and the presence 
of value chain aggregators.

• The enabling environment.

After mapping the value chain and its aggregators, it is 
critical to assess the aggregators’ capacity to distribute 
or offer value-added services and to test their 
willingness to partner. Interviews with different value 
chain stakeholders, and the pre-selected aggregator, 
can provide valuable insights regarding any capacity 
constraints the aggregator might face.

Understand the rationale for value chain aggregators 
to partner with insurers. To ensure buy-in from the 
chosen value chain aggregator, insurance providers 
need to understand and promote the incentives for 
them to distribute insurance and/or to bundle their 
existing value-added services with insurance. The 
specific incentive for them to enter partnerships with 
insurance providers will depend on the type of value 
chain aggregator. However, the following incentives are 
assumed to have an impact:

• Improved consistency of supply: Lead companies 
that source their products from manufacturing 
or agricultural MSMEs need to ensure that 
they receive the correct volume and quality of 
products. Insurance products can reduce risks 
for MSMEs supplying lead companies and improve 
their resilience, which results in a more stable 
and reliable supply. Insurance products that are 
combined with other risk management services can 
also help MSMEs implement coping mechanisms to 
ensure reliable quality. 

• Stable demand for products: By covering 
risks that affect the value chain aggregator’s 
customers, such as retail MSMEs, they can secure 
the future of their business. This also results in 
more stable demand for the supplied products. 
For example, the business performance of a 

Important considerations for insurance partners interested 
in partnering with value chain aggregators

digital B2B marketplace depends on MSMEs being 
able to purchase products. Integrating business 
interruption coverage, for instance, into the 
platform, enables MSMEs to better manage risks, 
making them more likely to survive and grow. 
This increases their ability to purchase products 
through the marketplace.

• Retention of customers or suppliers and widening 
of customer/supplier base: Offering insurance 
products signals to the value chain aggregator’s 
current customer (e.g., of a digital platform) or 
supplier (e.g., of a large exporter) that they are 
cared for. For instance, side-selling by MSMEs 
that supply a lead company could be reduced by 
offering insurance as a value-added service to 
them. This will not only improve engagement with 
the aggregator’s current customers or suppliers, 
but will also attract new ones that are attracted by 
the insurance products on offer.

• Ensure market development and sustainable 
livelihoods: Associations that represent the 
interest of MSMEs within a particular value 
chain have the interests of their members at 
heart. Offering an insurance product to their 
members, improves their resilience with positive 
knock-on effects on their livelihoods and market 
development more broadly. This helps these value 
chain aggregators to achieve their objectives and 
help their members stay resilient.
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Clearly define roles within the partnership. A clear 
demarcation of roles between the insurance provider 
and the value chain aggregator is needed to ensure 
that each is clear about their responsibilities and that 
partnership-related risks are managed. The incentive 
structures (e.g., financial incentives) and conflict 
resolution mechanisms should be clearly specified. 
Consistent engagement and iterative product design 
is also important to ensure that solutions continue to 
meet the needs of both the partner and the end MSME 
beneficiaries.

An enabling environment is important for success. An 
enabling environment helps ensure that both insurance 
provider and value chain aggregator have an appetite 
for partnering and jointly offering MSME insurance 
products. Regulators, policymakers and development 
partners are therefore crucial in enabling partnerships. 
For instance, there needs to be certainty around 
which partnerships are allowed under the current 
regulatory framework and which partner is allowed 
to play which role in the partnership to promote the 
business case. From the provider’s perspective, clearly 
articulating to regulators the respective roles of every 
actor involved will help them to provide clarity and set 
clear expectations. The establishment of forums where 
insurance providers and value chain aggregators can 
jointly explore industry relevant topics can help foster 
partnerships.

Conclusion
Value chain aggregators have a crucial role to play 
in reducing the vulnerability of MSMEs – not only as 
a distribution channel but also a provider of value-
added services that can be bundled with insurance. 
As outlined in this brief, there is a clear business case 
for insurance providers and value chain aggregators to 
jointly seize this opportunity and to serve the MSME 
segment through insurance products.
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