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NEED AND DEMAND

Need is perceived based on past major adverse
events

Demand has to be assessed through market
survey

Understanding need is not sufficient to create
demand

Demand does not automatically create a market

A product should fulfil the needs, be affordable
and there must be a willingness to pay



MICROINSURANCE IN ASIAN COUNTRIES
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Source: Landscape of Microinsurance in the World’s 100 Poorest Countries by MICROINSURANCE CENTRE
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INSURANCE PENETRATION AND DENSITY

PENETRATION

DENSITY

%

US $

INDIA 3.14 22.1
CHINA 2.70 46.3
INDONESIA 1.52 19.4
PHILIPPINES 1.48 16.3
SRI LANKA 1.46 4.6
PAKISTAN 0.67 2.5
BANGLADESH 0.61 2.5

Source: SIGMA REPORT 2006, SWISS RE




RESULT OF A FEW DEMAND STUDIES

COUNTRY PRODUCT IN DEMAND
Albania Property, Health, Life

Georgia Health, Unemployment, Theft of Property
ndonesia |Health, Crops, Life

Kenya Health, Life, Theft of Property

_aos Health, Livestock, Life

Pakistan Health, Accident

Romania | Life, Accident, Weather Insurance

Sri Lanka |Health, Funeral, Life

Source: Landscape of Microinsurance in the World’s 100 Poorest Countries by MICROINSURANCE CENTRE




WHAT AFFECTS MICROINSURANCE DEMAND

ATTITUDE TRUST
RESPONSE STRATEGY

NEGATIVE PERCEPTION
PRIORITIES

POVERTY LEVEL

CAPACITY EDUCATION

BIAS INFORMATION

PRODUCT

AWARENESS
REPUTATION

COMPETITION




DECISION MAKING PROCESS

*FREQUENCY
*SEVERITY
INSURANCE > *COPING MECHANISM
DECISION *RISK TOLERANCE
*CASHFLOW

PRODUCT SUITABILITY
Coverage

FINANCIAL PRESSURE Accessibility
ON HOUSEHOLD Price
DUE TO RISK Timeliness

Reputation of Insurer




DEMAND MUST BE CREATED

Awareness
Image
Benefits
Limitations



THE PRODUCT HAS TO BE SOLD

_ike all insurance, microinsurance has to
ne sold

Perspectives gap between the insured and
the insurers has to be addressed

Premium has to be affordable
Procedures have to be simple
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SRI LANKA DEMAND STUDY
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HOUSEHOLD RISK EXPOSURE IN LAST 3 YEARS

B Risk exposure
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RISKS THAT PUT MAXIMUM PRESSURE ON
HOUSEHOLD FINANCE

60
54.4
50
40 1
30 of 2
20.2
20 1
11.1
__ 8.5
1017 1 o 43 43
© 35 26 26 22
[ ] 0
0 APl N e Y e Y s
7, 4 A .
% % 7 @//) '7@0 Q %, % %o /%, '700, e, % %
/))(?9 S G\S‘& O\S‘, 0,0 % Qf‘é /}O (/,(?/ /O,Q /O’Q N 5
® % 2 o, © ” 7, 7, “
o %, Uy e e, b 9 % % e b %,
o, Y%, o, N Y R e Se. % %, S, % %
o, Hy G S o R o % D T Sop T S
0. 4 e, N, % L % . o, R
% % s Yo 2, 9, Y o Y T4
2 %, o, %, . V.. Y o, 0
O s, > % @ S P, %%
%, % % %, o, P, %, %
. % % %, O, D) %,
% 2 Y % %,
o) > < o
%, % %, < So. S5, Y,
% 2 % ’f_ﬁb %//x 2 %
‘s, %, S (N oA
Y, % Q
/é 7 (% >
v g 7
23 o)
U Q@
2, %0



RISKS MOST DIFFICULT TO COPE WITH




WILLINGNESS TO BUY CONCEPT PRODUCTS
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WHY NOT WILLING TO BUY INSURANCE

Benefit (loosing money)

| had bad experience with insurance
Premium is too high

| do not trust insurers

| do not need insurance

| [ | |
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76 | 161 51 [ 13.7
502 | I8 237 6.6
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MARKET DEVELOPMENT PROJECTION
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ATTITUDE TOWARDS INSURANCE

41.4

—

*Thinks insurance is expensive
*Does not think insurance has any use
sInsurance is for rich people

33.3 \

\Want to know about insurance

eTrusts insurers

*Believes in the benefits of

Insurance

0 Uneducated
B Sceptic

O Enthusiastic

*Thinks insurance does not help
Does not make sense to have insurance
eDoes not trust insurers




