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Product Development - Process
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e Good product
development has
much greater potential
to yield higher value

Product development - Design

Products that
are valuable to
low-income
families are:

-Demand driven
-Respond to their needs
-Requires market research
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Product Development - Controls

o Controls that make sense
* Products designed for easy controls
* Simple products make controls easier

e Client knowledge can help improve controls
(as well as help them cheat)

Key insurance risks:

Moral hazard

Covariant Risk
Adverse selection
Fraud

Product development - Pricing

« Components
Risk Premium

Administrative costs |

— Includes:
» Operating costs
« Commissions

Profit

Needs to be actuarially derived
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Understanding Insurance
Concepts
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Product / Demand Match ]

L (balancing premium and coverage, VALUE) )

Remember ......

Decision
Making

Price is NOT the
only factor in a

L/ purchase decision!
Premium collection siciency
e Groups Security

Linked via agents

— Individuals or non-financial entities

Linked to loans

Must fit to the

Linked to savings economic realities of
Linked to technology the market

— cell phones, POS, cash registers, ...



Marketing
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+ Service
+ Promotion
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(not just once!) D

Claims

Simplicity again is key,
but

o Appropriate yet strong
controls are necessary
for survival

Calls for:

-Easy application process
-Easy event confirmation
-Minimal steps for approval

-Rapid claims payments

-Easy access to settlement



Concluding thoughts

« Operationalizing microinsurance requires:
— A solid product development process
— Balancing demand with institutional abilities
— Building controls into the design
— Simple, Simple, Simple
— Building appreciation among market and staff
— Focusing on value for the market

The Microlnsurance Centre

“Developing partnerships to insure the world’s poor”

www.MicrolnsuranceCentre.org



