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MARKETING: PROMOTING INSURANCE TO THE POOR

Many people, rich or poor, are reluctant to buy insur-
ance because they do not want to think about loss,
illness or death. Indeed, regardless of the economic
status of the target market, the old adage “insurance is
sold, not bought” holds true. Still, the low-income
market may be particularly disinclined to purchase
insurance for several reasons:

e The poor often lack familiarity with insurance
and do not understand how it works

e Until one actually receives a claim payout, insur-
ance benefits are intangible; it is difficult to
persuade someone to part with their limited re-
sources to buy peace of mind

e If the poor do not have to claim, they may believe
that they wasted their precious income

e Often the poor have a short-term perspective,
only making financial plans a few weeks or
months into the future

e If the low-income market is familiar with insur-
ance, they may not trust insurance providers

Active persuasion is needed to promote insurance of
real value to this lukewarm market. Yet, aggressive
sales practices will undermine efforts to create an
insurance culture among the poor. Consequently, the
promotion of microinsurance requires social market-
ing techniques along with financial education to
change the attitude of the target market toward insur-
ance.

Messages that resonate

To overcome these challenges, microinsurance pro-
viders use a combination of four main messages to
promote their products. As with mainstream insur-
ance, the first message is protection, which reflects the
core benefit of insurance. Often, microinsurers stress
this message through testimonials of other low-
income people who have benefited from having pro-
tection, as well as from people who could not cope
because they lacked insurance.

Another popular message is solidarity, which pro-
motes the idea of people helping each other. This mes-
sage builds on informal self-help mechanisms that are
more familiar to this market than insurance. The soli-
darity message is particularly important to explain
the risk-pooling aspect, i.e. if they do not experience
the insured event, they may not receive money back

because it is being used to pay for the claims of other
community members.

The “positive spin” message tries to steer away from
the association of insurance with unpleasant events.
Instead of portraying the risks leading to insurance
benefits, optimistic approaches concentrate on the
security provided by insurance. For example, the pro-
motion of health insurance portrays people staying
healthy, rather than on illnesses and medical treat-
ments. For this market, it is also important to illustrate
that insurance is affordable by comparing the pre-
mium cost to an unnecessary expense, like a bottle of
beer.

The fourth key message is trust, which is so critical
when selling insurance to any client, but especially the
poor. To convey this message, some insurance compa-
nies partner with organizations that the poor do trust,
and leverage that existing relationship. Another ap-
proach to building trust is through branding, as the
poor are surprisingly brand conscious. However, at
the end of the day, the only way microinsurers can
really communicate this message is if they keep their
promises and pay claims.

Turning promotions into sales

To market insurance to the poor, microinsurance pro-
viders use a three-phase process to turn promotions
into sales, which includes: 1) raising awareness, 2)
helping potential clients understand the products, and
3) activating the market.

Raising awareness has two elements: a) awareness
about insurance in general and b) awareness about a
specific insurance provider. Indeed, poor people’s
limited overall understanding of insurance is one of
the biggest challenges in selling policies to the low-
income market. Of particular importance is helping
the poor to appreciate the advantages and disadvan-
tages of savings, credit and insurance in relation-
ship to each other; e.g, under what circumstances is
one preferable to the others? There is some question,
however, whether the provision of a public good -
such as general awareness raising and financial educa-
tion - is the responsibility of individual insurers, or
whether the government or an insurance association
might be better positioned to undertake such activi-
ties.




Three-step marketing process
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To raise awareness about specific insurance provid-
ers, organizations tend to employ three techniques:

1) Branding: the symbolic embodiment of a com-
pany’s identity through things like logos and tag-
lines

2) Public relations: promoting a prominent and
positive societal image of a company by sponsor-
ing community events, soliciting media coverage,
and so on

3) Prevention campaigns: promoting a positive
image of the company while helping to reduce
claims and provide “benefits” to insureds who do
not claim

Awareness raising assumes different forms depending
on the institutional model for providing insurance. For
example, in the community-based model, people are
not just purchasing products, but are being asked to
participate in the design and management of an insur-
ance scheme, so that requires some additional expla-
nation. In contrast, commercial insurers are particu-
larly vulnerable to negative public relations if they are
earning excessive returns from the poor, like for ex-
ample more than 10% in profit.

Once there is a general awareness about insurance,
there needs to be an effort to increase understanding
of the specific products. Insurance education to under-
stand product features must be customized to differ-
ent target audiences, taking into account local culture
and taboos. Communication methods such as street
theatre, informational videos and pictorial presenta-
tions are commonly used. In addition, it may be handy
to give people brochures to ensure that they can retain
the information, although they have to be in the local
language with many graphics to communicate to a
semi-literate market. It is also useful to consider dif-
ferent potential communicators. For example, coop-
erative insurers often use their affinity groups to edu-
cate people about their products.

3 Activate the
market
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The last phase is activating the customer, which in-
volves getting clients to use the information they have
about products to make a decision to purchase insur-
ance. Certain schemes have limited enrolment cam-
paigns to do this; e.g. if the customers do not sign up in
January, they will not have another opportunity until
next year. Others have periodic promotion campaigns
with raffles for prizes. In addition to motivating cus-
tomers to purchase or renew insurance, it is also im-
portant to motivate insurance agents appropriately.
High commissions for initial sales can result in aggres-
sive or duplicitous sales practices that will ultimately
undermine efforts to cultivate this new market.

All of these promotional activities will be for nought,
however, if they are not backed up by effective after-
sales service. In fact, the best way to promote micro-
insurance is by paying claims. Instead of discouraging
claims - like many of their traditional counterparts,
e.g., through burdensome documentation require-
ments and the threat of rate increases - microinsurers
have to make it is easy for beneficiaries to submit
claims successfully in order to establish their trust-
worthiness in the eyes of the market.

The ultimate goal of the marketing strategy is to create
an insurance culture among the low-income market.
The promotions activities must be well planned and
consistent, yet at the same time take into account the
specificities of the target market. For example, they
must be presented in the local language, geared to the
appropriate literacy level and degree of familiarity
with insurance, while avoiding concepts or issues that
are culturally inappropriate to discuss. Marketing is a
not a task that should be simply left to the potential
personal charm of promoters. It needs to be ap-
proached holistically and strategically because it can
easily make or break a microinsurance scheme.
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