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Research objectives
and methodology



Research objectives

ldentify:
* The risks people face
 How people manage those risks
* Where the gaps are that could be filled with insurance

— Providing Inputs to: —

potential “standard” microinsurance products:
-offerings to address needs,
*markets to target,
edistribution approach
‘marketing and communication strategy

— Yielding support for: —

Insurance providers to develop and launch new Ml
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Methodology and approach .

Consisted of \ Prel;séu[;;/ey
Risks faced and coping -
Microinsurance Strategies

Development Development .
Process Attitudes towards M
Prototype I n S u ran Ce

Design &
Pilot Testing

: Capacity and 2,922
willingness to pay HH Surveys
13,091 HH members

Distribution
mechanisms

Data +
Demand report +
video from the field

32 post-
survey FGDs




Characteristics &
financial behavior of
those surveyed



Characteristics of households surveyed

Based on Simple Poverty Scorecard
methodology: uses 8 simple indicators to
estimate the likelihood that a HH's consumption
IS below a given poverty line

Poverty score

% of Sample Below National Poverty Lines

Rural

D%  22% 52% 73%

Total PEAEENEZ 45%

Urban iKZEEELs 42% 63%

mFood PL m100% PL m150% PL m200% PL
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Respondent profile

o @
92% of rural
25% female- 75% of men, households

headed 50% of women

- dependent
are literate
households & | ** on

agriculture

¢ 2/3 of
households at
i below 200% of

poverty line
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20% of
households
have no mobile




Financial behaviors

O 7% save 3= 50% borrowed N %5(30 ever
in the last 5 / a
“ regularly years it insurance
SAVING INSURANCE

BORROWING

80% belong to

@ @ an edir

@
INFORMAL INSURANCE ‘EDIR’
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“Edir” is not very effective as a financial cushion

= Primarily social reasons for membership

= [n most cases provides only a token
amount, up to 25% of death-related
expenses

= |[n reported cases of death, only 25% of
households reported it as a coping
mechanism

= Costly — avg. monthly contributions about
USD 0.45 (USD 5.45 annually)

Microlnsurance Centre at Milliman

In case of death of close family
member, what proportion of
expenses would edir proceeds
cover?

AEOUtf More than
%ot 75% of

costs costs

About
50% of
costs

Token
amount



Perceptions of insurance
Reasons for not having insurance

Never heard of insurance | 5
Hinf . , y . Information
Don't know where to find it _ 25%
Don't know - 14%

It’s complicated or inconvenient - 6%

Insurance
T Xpensiv - V,
00 expensive 6% related reasons

Don't need insurance I 1%

Don't trust insurers | 0%

—

0% 10% 20% 30% 40% 50% 60%
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Example - coping strategies used after a health shock

. 60%
Cash / savings _58%
. . . 24%
Donations or loan from family or friends -O%

4%

Selling Assets
g 10% m URBAN

1% H RURAL

Getting additional job or working more 79

0
Assistance from Edir I3(‘)’//Z

Loan from SACCO/ Bank/Moneylender lzc{z
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Risk ranking and
distribution
mechanisms



What risks do people face and how important are each?

= Based on FGD discussion of the costs / losses faced, likelihood of occurring, and
level of worry that each causes

“Health is a necessary
condition to work and
lllness in the Family live.”

Transport Accident -more likely, but typically
costs less

Damage/Loss of Property

Death in the Family

“Main source of livelihood

Crop Loss/Damage Is farming and livestock. If
there is no crop, there is
Other: Displacement no existence for us. The

same is true for livestock.”

lliIness/Death of Livestock
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Benefits In case of death of insured person --
for any reason — the family receives
ETB

If the policyholder does not die during
the 1-year period, the family receives
nothing

Response to prototypes

= Feedback on features and how
people would use it

= Tested willingness to pay

= Results:

= Overwhelmingly positive
response, with critical questions

= Up to 50% of respondents willing
to pay an actuarially sound
premium

Anyone between the ages of 18 and
65. Need a separate policy for each
family member who is part of the
Insurance.

1 year: you can renew every year
cover

IAMECORIER Fasy claims request, paid within 3
UELCICRN weeks of the beneficiary providing
proof of death

Very little | A call-in number for any questions,
negative bias | available any time to all who

_towards purchase
Insurance!

problems?
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Membership and frequency of access of potential channels
(survey respondents)

1200

1000

800

600

400

Number of respondents indicating
that they are a member or client

200

0

50%

61%

65%

93% 58%
33%
0, 0,
B1% /9% 21% 1 21%
4% 15%. 1% 20%. 19 6% 2% 0%
MFI Cooperative  Agri input Equb SACCO Utility Edir
supplier company

Type of institution or group

B Frequently M Occasionally H Never/Infrequently
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Assessing potential distribution channels
Efficient, accessible distribution is crucial for microinsurance

= Ease of access

= Level of trust (as it pertains to
Insurance delivery)

= Overall preference

Edirs
Utilities _
Savings and
MFEls credit coops
Banks Equb
(ROSCAS)

Agri input
suppliers

Post office

Microlnsurance Centre at Milliman
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Bringing the field to insurers and regulators

= https://www.youtube.com/watch?v=Cqh4OmyPcTE

Microlnsurance Centre at Milliman
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https://www.youtube.com/watch?v=Cqh4OmyPcTE

Key takeaways



General takeaways

Better understanding of the market: segmented male / female, rural /

Gap between effects of financial shocks and ability to cope

Experience with & knowledge of insurance low: Good for
microinsurance — no negative attitudes!

People worry about health-related risks & their assets most: Ranked
death risks low - edirs (though reality differs)
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Results from basic prototype testing — 5 products

Benefit to developing
market-segmented
products

Death risk not a priority
BUT edirs mainly social —
need more exploration
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million people

Potential for Ml purchase by
up to 10 million HHs, or 50

5 product
prototype
FGD
results

In urban areas

Risk management
- approaches focused on
supplemental health

Segmentation Iin
approaches by gender is
key — gender-specific
education & marketing

More comprehensive

_approach to agricultural

risk management in
rural areas
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This presentation is intended for educational purposes only and does not replace independent
professional judgment. Values are not to be relied upon and are for discussion purposes only.




