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Foreword

Recent, major challenges, from COVID-19 to inflationary shocks, have underscored the
need for robust safety nets. There is an increasing recognition of the role that insurance
can play. So-called ‘inclusive insurance’, specifically, seeks to bridge the coverage gaps
that leave people financially vulnerable, thus promoting resilience among underserved
populations.

This report is an in-depth examination of the potential for inclusive insurance to drive
financial inclusion and alleviate social inequality in developed countries. Drawing on
insights from a global survey of over 28,000 households across seven advanced economies
— France, Germany, Italy, Japan, Spain, the U.K. and the U.S. — it highlights significant
inclusion and protection gaps across socio-demographic groups.

For example, while 85% of all respondents own at least one voluntary insurance
product, low-income earners, Gen Z, and immigrant communities are disproportionately
underserved by traditional insurance. Specific needs and gaps emerge, such as Japan’s
low insurance uptake among Gen Z and the need for private health insurance among the
elderly in France.

The findings emphasise that access to affordable, tailored insurance products can
effectively shield individuals from financial setbacks. For inclusive insurance to succeed,
however, the industry must overcome barriers in awareness, availability, accessibility and
affordability. This report presents a roadmap for insurers, including enhanced financial
literacy initiatives, the design of relevant products, innovative distribution models, and
strengthened public-private collaborations.

Ultimately, this research calls for evolving the insurance ecosystem to one that is more
accessible, fair, and responsive to the needs of diverse populations. By doing so, it positions
inclusive insurance as a cornerstone of modern financial security.

Jad Ariss
Managing Director




Executive summary

Inclusive insurance can help close inclusion gaps
by offering accessible, affordable products to
excluded or underserved segments of society.

Following the Global Financial Crisis, the COVID-19 pandemic
and recent inflationary shocks, advanced economies are
facing challenges like rising social inequality and eroding social
safety nets. In response, key industry stakeholders, such as
policymakers and regulators, are exploring inclusive insurance
as a way to extend protection to underserved populations.
Inclusive insurance is a core component of financial inclusion,
which ensures access to essential financial services regardless
of socio-economic or socio-demographic status. Insurance can
alleviate social inequality by preventing individuals and house-
holds from falling (back) into poverty. Tailored approaches can
also enhance socio-economic integration, such as providing
coverage for migrants and filling the growing gaps left by
traditional social insurance systems.

Rising social inequality and eroding

social safety nets are sparking interest in
inclusive insurance as a way to improve the
protection of underserved populations.

The discourse on inclusivity in insurance is closely linked to the
concept of protection gaps. Risk protection gaps refer to unin-
sured portions of economic losses or needs, highlighting areas
where individuals, households and businesses lack sufficient
coverage against risks like health expenses, natural disasters or
cyber losses. Globally, these gaps are significant, with trillions
of dollars in unmet protection needs. Insurance protection
gaps specifically reflect the discrepancy between economi-
cally appropriate and feasible coverage on the one hand and
actual insurance uptake on the other. Inclusion gaps focus on
socio-economic groups that are excluded from or underserved
by insurance markets, such as low-income earners. Such gaps
are expressed relative to a reference population. Inclusive
insurance targets the respective groups by offering accessible,
affordable products tailored to their specific needs.

Comprehensive and internationally comparable data on
inclusivity in insurance, such as the proportion of insured
individuals within specific segments of the total population,
is sparse. This is because insurance companies typically report
premium volumes and other financial metrics but not the

number of insurance policies in force or underwritten during a
period, or the number of individuals who hold these policies,
let alone broken down by socio-demographic group.

This report fills a critical gap by providing a comprehensive
analysis of inclusion gaps, compared with a reference popu-
lation, based on a global customer survey commissioned by
the Geneva Association. Conducted in the second quarter of
2024, the survey included over 28,000 representative house-
holds across seven advanced economies (France, Germany,
Italy, Japan, Spain, the U.K. and the U.S.) and zoomed in on
six demographics (the elderly, Gen Z, the chronically ill, the
self-employed, low-income earners and immigrants).

The survey reveals that about 85% of respondents in advanced
economies own at least one voluntary insurance product, with
motor and residential property insurance the most prevalent.
Critical illness and income protection insurance are the least
common. Low-income, Gen Z and immigrant respondents tend
to have less insurance than the reference population, indicating
inclusion gaps.

A Geneva Association customer survey
found inclusion gaps for low-income,
Gen Z andimmigrant respondents.

With 78% of all residents surveyed possessing an insurance
policy, the U.S. displays the lowest overall ownership of all
markets. In France, 92% of the population own insurance, the
highest proportion in the global sample. Among the elderly,
66% own private health insurance, placing France in the top
spot by a wide margin. One reason may be gaps in public
health coverage (Securité Sociale). Low-income respondents
in the U.K. are significantly better insured, at 70%, than the
global average for this subgroup. This may reflect the broad
availability of flexible, low-cost products in a highly competi-
tive market. Japan has the lowest proportion of insured Gen Z
respondents, perhaps attributable to relatively low wages for
young adults and an above-average propensity to staying with
their families well into adulthood. Germany leads in personal
liability insurance, with 72% of residents owning it compared
to the 30% sample average. This reflects the fact that, in



Germany, individuals are legally responsible for covering the
full cost of any damage they cause to third parties, whether
property damage or personal injury.

Nearly a third of insured Japanese respondents feel they

need more insurance, the highest among surveyed countries.
German participants are the least receptive. Globally, private
health and residential property insurance are the most needed
additional coverages. Among the subgroups, Gen Z shows the
highest demand for more insurance, particularly in the U.S.
and Japan. Desire for insurance varies by subgroup among the
uninsured, ranging from 21% for the elderly to 35% for Gen Z.
Private health and residential property insurance are again the
most popular.

Affordability is consistently the most important issue for

all socio-demographic subgroups, especially low-income
respondents. For Gen Z, lack of time to research products is a
disproportionately important factor for not having insurance,
particularly in Japan, Germany and Spain, where it surpasses
concerns about affordability.

Respondents have three main expectations from their insurance
providers: make insurance more affordable, provide clearer
policy wordings and improve claims settlement processes.

The report categorises barriers to inclusive insurance into four
main areas: availability, accessibility, affordability and aware-
ness. Availability problems arise from a constrained supply

of diverse insurance products catering to different socio-de-
mographic groups. This is most often due to information
asymmetries, which lead to adverse selection (where high-risk
customers are more likely to buy insurance) and moral hazard
(less cautious behaviour among those with insurance). Insurers
may also exclude certain demographics due to insufficient data
for accurate risk assessment or because institutional factors,
such as stringent regulations, stifle product innovation.

Accessibility challenges are a particular problem in geographi-
cally remote areas. Traditional distribution methods relying on
agents and brokers may exclude those without access to these
intermediaries. The digital divide exacerbates these barriers,

as those lacking internet access or digital literacy struggle to
engage with insurers online.

Availability, accessibility, affordability
and awareness are the main barriers to
inclusive insurance.

Affordability is a critical obstacle, particularly for low-income
households that prioritise basic needs over insurance. High
premiums, driven by adverse selection and distribution costs,
for example, often render insurance unaffordable. In addition,
misconceptions about the costs associated with owning certain
assets (e.g. a home in a flood zone) can lead to perceived
affordability issues and further deter insurance uptake.

A lack of awareness about insurance often reflects low financial
literacy among potential customers. Many individuals fail to
understand the benefits of insurance or underestimate the
likelihood of adverse events, leading to inclusion gaps. Deficits
in financial literacy can also give rise to behavioral biases, such
as loss aversion, which further discourages insurance purchases
as people perceive premium payments as a certain loss against
an uncertain future benefit (claims payments).

Insurers must take a multi-faceted approach to address
these barriers, including enhancing trust, developing relevant
products, enhancing access, promoting financial literacy and
collaborating with the public sector.

Trust underpins customer confidence in the insurer’s future
promise to pay. It reduces transaction costs and counteracts
affordability concerns. In the digital age, technology-based
intermediaries can help build trust by providing platforms for
underserved groups. Trust also mitigates behavioural biases
in insurance purchasing, such as preferences for immediate
rewards over future benefits. Trust in insurers’ claims settle-
ment practices is particularly crucial for underserved popula-
tions, who often lack prior experience with insurance.

Creating insurance products that are affordable and relevant to
diverse, underserved populations is key to inclusive insurance.
Subject to regulatory constraints, this involves customising
and simplifying product features to meet specific needs, and
leveraging technology, data analytics and behavioral nudges.

Insurance products that are affordable
and relevant to diverse, underserved
populations are key to inclusive insurance

Lowering barriers to insurance access is also vital for inclusivity.
Digital platforms and community-based distribution methods
can help overcome these hurdles, especially in remote areas.
Local agents with contextual knowledge can also play a crucial
role in reaching underserved populations.

Tailored financial education programmes targeting specific
demographics through community institutions or digital plat-
forms can promote financial literacy and significantly enhance
insurance inclusivity.

Collaboration with government agencies and regulators is
pivotal for creating inclusive insurance markets. This includes
advocating for compulsory insurance schemes in the absence
of sufficiently large risk pools (while incentivising risk preven-
tion and combatting moral hazard), designing premium
subsidies to make insurance affordable for high-risk groups
while incentivising risk prevention, and developing regulations
that support simplified, easily accessible insurance products.
Public-sector engagement can also facilitate the use of digital
distribution channels and regulatory sandboxes, fostering
innovation for inclusivity in insurance.
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Introduction

The benefits of inclusive insurance not only
extend to the poorest and most vulnerable
groups, but also to the increasingly squeezed

middle class.

In the aftermath of the Global Financial Crisis, further inten-
sified by the COVID-19 pandemic and recent cost-of-living
crises, advanced economies are facing significant challenges
like rising social inequality and the erosion of social safety
nets. As a result, there is increasing interest in inclusive
insurance, which offers affordable and customised protection
for underserved populations. Inclusive insurance refers to

‘all insurance products targeting excluded or underserved
markets, rather than just those intended for the poor or
narrowly defined low-income groups’! This report uses a
broader definition that emphasises specialised approaches,
such as product customisation and simplification, along with
public-sector collaboration, to enhance insurance inclusivity.

Social inequality has increased in many advanced economies
since the 1980s (Figure 1) and there is a pressing need to
address the resultant financial vulnerabilities. While private
insurance is not designed to address social inequality
directly, its relevance to income and wealth distribution is
clear. When a shock like the premature death or disability

of the main breadwinner occurs, households lose income or
the ability to earn income, hitting the poorest the hardest.
Insurance benefits provide at least partial financial relief.

Inclusive insurance can therefore be considered an effective
tool to mitigate social inequality.® By pooling risks, inclusive
insurance redistributes financial burdens across a broader
population, cushioning the impact of unforeseen events on
vulnerable individuals and families. This helps prevent them
from falling (back) into poverty and contributes to a more
equitable society.

The benefits of inclusive insurance also extend to the
middle class, which is increasingly squeezed by eroding

International Association of Insurance Supervisors (IAIS) 2015.
Brookings 2023; Hoffmann et al. 2020.

Geneva Association 2020a. Author: Kai-Uwe Schanz.

AXA 2023.

UN Capital Development Fund (UNCDF) 2022.

Geneva Association 2020a.
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inflation-adjusted incomes and savings, as well as less stable
work patterns, such as those found in the gig economy.*

Societies are also becoming more diverse due to migration,
particularly in the U.S., the U.K. and Switzerland (Figure 2).
Inclusive insurance can contribute to the financial inclusion
of migrants, supporting their socio-economic integration and
financial resilience. This is especially important given many
migrants’ above-average exposure to the risk of poverty and
workplace mortality.®

Social safety nets in advanced economies are fraying due

to pressured public finances as debt levels soared dramat-
ically after the Global Financial Crisis, exacerbated by the
COVID-19 pandemic (Figure 3). Inclusive insurance can
partially narrow emerging gaps, mitigate growing financial
vulnerabilities and enhance the resilience of individuals and
communities, such as the elderly, disabled and people living
in low-income areas prone to natural disasters.® Historically,
private insurance has offered supplemental coverage to fill
gaps left by social insurance, such as covering certain medical
expenses. Private insurance plans also often allow individuals
to purchase higher benefit levels than those offered by social
insurance, such as for disability and long-term care. However,
private insurance may not be accessible or affordable for
everyone, and its ability to complement or even replace social
insurance benefits depends on its inclusivity.

Inclusive insurance can help narrow
emerging inclusion gaps, mitigate
financialvulnerabilities and enhance
resilience to risks.


https://www.iaisweb.org/uploads/2022/01/151013-Post-Consultation-Draft-Issues-Paper-Conduct-of-Business-in-Inclusive-Insurance-clean1.pdf
https://www.brookings.edu/articles/rising-inequality-a-major-issue-of-our-time/
https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/social_inequality_report_web_final.pdf
https://arfv2.cdn.axa-contento-118412.eu/arfv2/4650dd5a-b077-4312-ae61-fffc349ee083_AXARF_Building_Societal_Resilience_digital.pdf
https://migrantmoney.uncdf.org/wp-content/uploads/2023/01/Scaling-the-Next-Frontier-in-Migrant-Money-the-case-for-insurance-and-pensions-FINAL-1.pdf
https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/social_inequality_report_web_final.pdf

FIGURE 1: GINI COEFFICIENT’ FOR SELECT ADVANCED ECONOMIES (1980-2021)
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FIGURE 2: ETHNIC FRAGMENTATION IN DEVELOPED COUNTRIES (1949-2013)°

0.6

0.5

0.4 —

o

0.3

0.2 o

01

0
AT MW NS MINMNOOOTCT NMWINNOOT MINNSNOOO T MWLMESEOOO TS MWInNNSO T M
S DL LLLINWOE OO ONNNKNKNKO®OWOWMOMDMWMWOMDNNNDDDD O OO OO X =
OO NOSOOSLO
- T T T e T e e e T T T T T T e - T e T AN NNN~N NN
e U. K. e SWitzerland e Germany
— |taly u.s. Japan

e Australia

Source: Harvard University™

7 The Gini coefficient measures the inequality of income levels based on country-level household surveys. A Gini coefficient of O reflects perfect
equality, where all income values are the same, while a Gini coefficient of 1 (or 100%) reflects maximal inequality among values, where a single
individual has all the income and all others have none.

See: https://pip.worldbank.org/key-inequality-indicators (no data available for Japan).

9  Harvard’s Ethnic Fragmentation/Fractionalization Index offers the most (and easily accessible) historical data. The index measures the probability
that two randomly drawn citizens are not from the same ethnic group. An index value of 0 indicates perfect ethnic homogeneity within a country,
while a value of Tindicates perfect ethnic diversity. There is no data available for after 2013 but, based on migration data, there is every reason to
believe that the trend towards increased ethnic fragmentation has continued.

10 Harvard University 2019.

(o]


https://pip.worldbank.org/key-inequality-indicators
https://dataverse.harvard.edu/dataset.xhtml?persistentId=doi:10.7910/DVN/4JQRCL
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FIGURE 3: GOVERNMENT DEBT AS A PERCENTAGE OF GDP (2007, 2019, 2022)
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Measuring the inclusivity of insurance is a major chal-
lenge. The commonly used metric of aggregate insurance
penetration (premiums as a share of GDP) encompasses
commercial and industrial activities and provides little
insight into insurance usage at the household level. This
is especially true for socio-economic subgroups defined
by age, income, employment status, health status or
ethnicity. More conclusive data on penetration, defined
as the share of insured individuals in the total population,
is sparse.? Insurance companies typically report premium
volumes to investors, supervisors and the public, but not
the number of insurance policies in force or underwritten
during a period, nor the number of individuals holding
these policies™

Therefore, market surveys are typically conducted among
specific socio-demographic groups to better measure the
inclusivity of insurance. These surveys consider metrics
such as the availability and accessibility of insurance

products, the affordability of insurance premiums and the
suitability of products and their alignment with the diverse

needs of different socio-economic groups.

Italy Japan

M 2022

Against this backdrop, this report will:
@ Provide more conceptual clarity on inclusivity in insurance
(e.g. its distinction from frequently referred to notions like

protection gaps and microinsurance).

@ Offer original survey-based data on inclusivity in
insurance.

@ Analyse the key social benefits of inclusive insurance.

@ Investigate the main obstacles to more inclusive insurance
markets.

® Explore the key success factors of a sustainable,
economically viable approach to inclusivity.

11 See: https://www.imf.org/external/datamapper/GG_DEBT_GDP@GDD/CAN/FRA/DEU/ITA/JPN/GBR/USA.
12 See LIMRA (2023), for example, which sheds light on life insurance penetration in the U.S.

13 World Bank 2018.


https://www.imf.org/external/datamapper/GG_DEBT_GDP@GDD/CAN/FRA/DEU/ITA/JPN/GBR/USA
https://www.limra.com/en/research/research-abstracts-public/2023/2023-insurance-barometer-study/
https://documents1.worldbank.org/curated/en/583381531209953337/pdf/128157-9-7-2018-11-49-10-FintechNotesTechnologyInsuranceInclusiveFinalLowRes.pdf
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Financial inclusion through insurance:

The fundamentals

In advanced economies, underserved populations
may not necessarily be low-income earners but
may still face barriers to accessing insurance.

21 Definitions

Financial inclusion refers to the availability and accessibility
of financial services to all segments of the population. It
aims to ensure that individuals have access to a suitable
range of financial products and services, regardless of

their socio-economic or socio-demographic status. These
offerings typically include banking, credit, savings, payment
and insurance services."

The discussion of inclusive insurance (or the lack thereof) is
framed within the context of overall risk protection needs.

As illustrated by Figure 4, significant portions of these needs
remain uninsured, creating substantial risk protection gaps. In
the pension sector, for example, the global annual shortfall in
savings required to achieve a 65% income replacement level
amounts to approximately USD 1 trillion. Global uninsured
annual cyber losses, including both criminal and non-criminal
incidents, total about USD 900 billion, nearly 100% of
estimated economic losses in this area. Global annual out-of-
pocket health expenditure, a proxy for the health protection
gap, is estimated at around USD 800 billion. Lastly, about
two-thirds of economic losses from natural catastrophes
remain uninsured, resulting in a protection gap exceeding
USD 100 billion per year™

14 Bank for International Settlements (BIS) 2017.
15  GFIA2023.
16 Ibid.

FIGURE 4: GLOBAL RISK PROTECTION GAPS
(UNINSURED ECONOMIC LOSSES OR NEEDS)

UsD 1
trillion
UsD 0.9
trillion
UsD 0.8
trillion
UsD 0.2
trillion
Pension Cyber Health Nat Cat

Source: Global Federation of Insurance Associations (GFIA)"®


https://www.bis.org/ifc/publ/ifcb47h.pdf
https://gfiainsurance.org/topics/487/protection-gaps
https://gfiainsurance.org/topics/487/protection-gaps

The insurance protection gap is smaller than the risk protec- @ Insurers implement deductibles, resulting in lower sums

tion gap (see Figure 5) because it is neither economically insured, to mitigate moral hazard.
beneficial nor feasible to fully insure all economic losses for
several reasons: @ |Institutional factors, such as extensive social security
benefits or expectations that the public sector will step in
@ Insureds usually retain some risks based on their risk as an insurer of last resort, reduce the need for individuals
appetite, risk-bearing capability and cost-benefit to take out private insurance.”

considerations.
Given these factors, insurance protection gaps can be
@® Some economic losses are not fully insurable, as insurers  defined as the difference between the amount of insurance

either do not offer sufficient capacity or premiums are that is economically beneficial and feasible, and the amount
prohibitively high for customers (e.g. systemic risks of coverage purchased.® This notion, however, is inherently
such as pandemic business interruption, catastrophic subjective and difficult to measure. Therefore, it is typically
cyber incidents, or chemical, biological, radiological and  replaced by the broader concept of the risk protection gap,
nuclear (CBRN)). which compares covered losses or needs to total economic

losses or needs. This perspective tends to overstate the
potential role of insurance.

FIGURE 5: PROTECTION GAPS AND INSURANCE INCLUSION GAPS

Risk protection gap

Insurance protection gap

Insurance inclusion gap

(excluded and underserved groups)

Low-income groups (microinsurance)

Total economic losses or unmet needs
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Source: Geneva Association

17  Geneva Association 2018. Author: Kai-Uwe Schanz.
18  Ibid.


https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/understanding_and_addressing_global_insurance_protection_gaps.pdf
https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/understanding_and_addressing_global_insurance_protection_gaps.pdf

Risk and insurance protection gaps exist in all lines of
personal and commercial insurance and are aggregate
measures. In this report, we introduce the new concept of
insurance inclusion gaps as a subset of insurance protection
gaps. The inclusion gap describes the difference between
the average level of insurance coverage across the entire
population and the level of coverage among specific
demographic groups that may be excluded from or under-
served by insurance markets. These groups may include the
young, the elderly, low-income earners and the chronically
ill. Microinsurance, often referred to in the context of
developing countries, can be seen as a subset of inclusive
insurance, focusing on lower-income populations.”

Inclusion gaps refer to the difference
between average insurance coverage ina
population and coverage among specific
demographic groups.

In conclusion, protection and insurance inclusion gaps are
related but distinct phenomena. Improving access to finan-
cial protection is a common goal. Inclusive insurance and
microinsurance target specific populations with insurance
products that are accessible, affordable and tailored to their
unique needs and circumstances. While protection gaps can
arise for various reasons, insurance inclusion gaps highlight
specific situations where certain individuals or groups are
excluded from accessing or obtaining insurance.

2.2 Socio-economic benefits of inclusive
insurance

Inclusive insurance aims to promote the resilience of different
people and businesses. In developing economies, the
socio-economic benefits of inclusive insurance centre around
poverty alleviation and livelihood protection, especially for
the unserved.?® In advanced economies, which are the focus
of this report, these benefits are more multi-faceted and
subtle. They primarily arise from including and enhancing the
resilience of those who are underserved rather than unserved.
These groups may not be low-income earners but could face
other barriers to accessing insurance products.?'

When analysing the socio-economic benefits of inclusive
insurance, the structural differences between advanced
and developing insurance markets need to be considered.
Relative to lower-income economies, mature insurance

19  IAIS 2015; International Actuarial Association (IAA) 2023; MAPFRE 2020.

20 Access to Insurance Initiative (All) 2019.

21 IAIS 2015; section 3 of this report.

22 Kessler 2013.

23 Geneva Association 2020a; Zheng and Su 2022.
24 Munich Climate Insurance Initiative (MCIl) 2021.
25 Urban Institute 2022.

26 Weisbart 2018.

markets are characterised by relatively high levels of
penetration, sophisticated products, well-established
regulatory frameworks, solid levels of insurance literacy
and a broad spectrum of distribution channels.?? With these
special institutional characteristics in mind, we suggest
three main socio-economic benefits of inclusive insurance
in mature markets: enhanced socio-economic stability,
improved financial literacy and risk awareness, and support
for entrepreneurship.

2.21 Enhancing socio-economic stability

Inclusive insurance helps mitigate risks for unserved

or underserved individuals and businesses, cushioning
financial shocks from unforeseen events such as accidents,
illness, premature death or natural catastrophes. With such
a safety net in place:

® The risk of falling into poverty following a calamity
decreases, which helps prevent the exacerbation of social
inequality and fosters social cohesion. This can lead to
lower crime rates and enhanced political stability. When
shocks like the premature death or disability of the main
breadwinner occur, households lose income or the ability
to earn income, with the poorest being hit the hardest.
Insurance benefits offer at least partial financial relief and
are an effective tool to dampen social inequality.?

® Social equity is promoted by providing tailored financial
protection to individuals and communities who may
be marginalised or disadvantaged. Insurance leverages
the power of risk pooling to share the financial burden
of unexpected events among a large group of people.
This can improve individuals’ creditworthiness, enabling
them to make investments in education, housing or
entrepreneurial activities. Ultimately, risk pooling can
advance insurance inclusivity by democratising access to
financial protection and its benefits.*

® Financial security improves, enabling individuals to
make long-term investments (e.g. in education or a new
business) or save for the future. Insurance reduces anxiety
and prevents constant worry, depression or even paralysis
in essential decision-making. The financial security afforded
by insurance means that individuals have the means to
weather an economic shock and preserve their ability to
make and stick to long-term decisions.? In the same vein,
with insurance, there is much less need for precautionary
savings or loans (‘rainy day funds’), and available funds can
be used differently, such as for consumption.?®


https://www.iaisweb.org/uploads/2022/01/151013-Post-Consultation-Draft-Issues-Paper-Conduct-of-Business-in-Inclusive-Insurance-clean1.pdf
https://www.actuaries.org/IAA/Documents/Publications/RiskBook/IAARiskBook_InclusiveInsurance_2023-02.pdf
https://www.mapfre.com/media/economic-research/2020/mapfre-economics-inclusion-financiera-11-06-2020-ENU.pdf
https://a2ii.org/sites/default/files/2019-07/inclusve_insurance_protects_households_and_promotes_economic_growth.pdf
https://www.iaisweb.org/uploads/2022/01/151013-Post-Consultation-Draft-Issues-Paper-Conduct-of-Business-in-Inclusive-Insurance-clean1.pdf
https://www.scor.com/fr/file/2939/download?token=NqUeCDpW_i
https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/social_inequality_report_web_final.pdf
https://pubmed.ncbi.nlm.nih.gov/35493349/
https://climate-insurance.org/wp-content/uploads/2021/05/Managing-Floods_Developing-a-risk-pooling-framework_FINAL-1.pdf
https://upward-mobility.urban.org/financial-security-and-wealth-building-opportunities
https://www.iii.org/sites/default/files/docs/pdf/insurance-driver-econ-growth-053018.pdf

@ Social security schemes can be effectively
complemented by inclusive insurance, filling some of
the gaps left by a retrenching welfare state. They can
provide personalised insurance packages at generally
competitive premiums. Additionally, collecting premiums
and submitting and settling claims through innovative
methods (e.g. via mobile phones connected to digital
labour platforms) can expand coverage beyond formal
sector employees and include people who would
otherwise be left out of social insurance programmes.?

® Economic development becomes more stable
and sustainable. In the context of natural disasters,
for example, inclusive insurance helps restore local
economic activity and reduces the long-term impact of
catastrophes.?®

“The purpose of inclusive insurance in developed econo-
mies is slightly different from emerging markets. Rather
than securing an upward trajectory for a growing, emerging
middle class, inclusive insurance in mature markets

is very much about stopping people from falling behind,
especially the growing number of those with little scope
for saving as their lives become more expensive and less
certain. In France, for example, we estimate this lower
middle class at about 18 million people, a quarter of the
population. We as insurers cannot allow ourselves to leave
these increasingly vulnerable populations behind.”

Garance Wattez-Richard, AXA EssentiALL

2.2.2 Promoting financial literacy and risk awareness

Insurers often offer financial education and literacy
programmes alongside their core insurance products. These
educational materials and resources can be tailored to
underserved populations, helping them better understand
insurance concepts such as premiums, deductibles, coverage
limits and claims processes. In this way, insurance empowers
individuals to make informed decisions about managing risk,
protecting their assets and planning for their future.?®

Furthermore, by offering bespoke, simple and essential
value products, insurers can demonstrate the relevance
and importance of insurance in addressing the unique
risks faced by different demographic groups. When people

27  Geneva Association 2020a.

buy insurance, they become more aware of potential risks
and their consequences, leading to more risk-conscious
behaviour. This is especially true for populations who

have never had insurance coverage or were excluded from
traditional insurance markets. Inclusive insurance enables
these individuals to manage and mitigate various risks such
as health emergencies or natural disasters. As a result, they
are motivated to prioritise resilience and adopt risk-mitiga-
tion strategies, generating positive externalities for society
at large.®®

Agency-based distribution models can significantly
enhance financial literacy and inclusivity in insurance.
Agents are able to build personal relationships within
local communities, and often engage with local boards
and educational initiatives. Agency models can combine
human interaction with digital engagement to optimise
the affordability and accessibility of insurance for under-
served populations. As emerging challenges like climate
change and demographic shifts intensify, the importance
of financial literacy and insurance awareness will continue
to grow. It will be increasingly vital for customers to
understand the financial implications of their decisions,
and an agent is uniquely positioned to help.

Jonathan Porwick, State Farm Mutual Automobile

2.2.3 Boosting entrepreneurship

Insurance enables entrepreneurs and small businesses to
protect their investments and pursue new opportunities.
By reducing the fear of potential losses, insurance encour-
ages calculated risk-taking and innovation, positively
impacting economic growth. It also reduces the need

to hold liquid reserves for potential losses. By pooling
insurable risks, insurance allows entrepreneurs to focus

on the commercial and financial risks of their endeavours.
Additionally, insurance significantly increases the likelihood
that, after financial shocks from disasters, companies will
remain operational, continue serving customers, provide
employment and pay taxes.®' Furthermore, insurance can
be a prerequisite for accessing funding from banks or other
institutions.*? These benefits can only be maximised by
promoting inclusivity and addressing specific pockets of
vulnerability among entrepreneurs and small businesses.

28  See SGS (2019) for an analysis of the experience of three recent natural disasters in Australia (Cyclone Debbie, Tathra’s bushfires and Hobart's
floods). The study finds that insurance payouts alleviate economic impacts and shows that small regional towns, in particular, may never fully
recover from a disaster in the absence of inclusive insurance coverage. At the global level, von Peter et al. (2012) demonstrate that it is primarily
uninsured losses that drive the macroeconomic cost of natural disasters, whereas sufficiently insured events are mostly inconsequential.

29 Geneva Association 2022a. Author: Kai-Uwe Schanz.

30 Zheng and Su 2022; GIZ 2019; Skipper 1997.

31 Geneva Association 2021a. Author: Darren Pain; Skipper 1997.
32  Eling and Lehmann 2016.


https://www.genevaassociation.org/sites/default/files/research-topics-document-type/pdf_public/social_inequality_report_web_final.pdf
https://www.suncorpgroup.com.au/uploads/190905-Economic-benefits-of-Suncorp-Insurance-REPORT-PDF-version.pdf
http://www.bis.org/publ/work394.pd
https://www.genevaassociation.org/publication/socio-economic-resilience/gig-economy-work-mind-protection-gaps
https://pubmed.ncbi.nlm.nih.gov/35493349/
https://www.giz.de/expertise/downloads/giz2019-en-factsheet_inclusive_insurance.pdf
https://www.genevaassociation.org/sites/default/files/digital_entrepreneurship_30_09_2021.pdf

surance in
onomies:




Inclusive insurance in advanced economies:
Evidence from a customer survey

Clear inclusion gaps are found for low-
income, Gen Z and migrant groups in

advanced economies.

Conclusive and internationally comparable data on inclusive
insurance, such as the share of insured people in specific
segments of the total population, is sparse. Existing surveys

are country specific. Most available data comes from the U.S.

and captures socio-demographic criteria such as age, race,
migratory background, income and form of employment.®

To fill this gap, this report provides a comprehensive
analysis of inclusion gaps based on the findings of a global
customer survey. Conducted in the second quarter of 2024,
the survey included more than 28,000 representative
financial decision-makers in households across seven
advanced economies: France, Germany, Italy, Japan, Spain,
the U.K. and the U.S.3*

Based on this large sample of respondents (the reference
population), the survey targeted specific socio-demographic
subgroups to evaluate insurance coverage ratios, the
perceived need for additional coverage, reasons for not
buying (more) insurance and expectations towards insurers.
It collected data from various groups, including low-income
individuals, the self-employed, chronically ill individuals, the
elderly, Gen Z and migrants.

Except for Japanese foreign-born respondents, a statistically
relevant number of at least 200 participants was achieved
for each socio-demographic subgroup. Gen Z respondents
were categorised as those aged between 18 and 26; the
elderly as those older than 65; low-income respondents as
those in the bottom two octiles; migrants as those born
outside of their country of residence; and people affected
by serious or chronic (pre-existing) illnesses as those who

33  For example LIMRA 2023.

responded affirmatively to having conditions like diabetes,
heart disease or debilitating mental health conditions.

The primary insurance classes analysed were residential
property, voluntary motor, personal liability, income protec-
tion, critical illness, private health, risk-oriented (term) and
savings-oriented life, pet and mobile device insurance.

The following sections present key findings from the survey.
Rankings of countries and socio-demographic subgroups
provide insights that are crucial for addressing inclusion gaps.

3.1 Ownership of voluntary insurance®>3¢

The vast majority (85%) of respondents own at least one
voluntary insurance product. Residential property and motor
insurance are the most popular; ownership levels are lowest
for critical illness and income protection insurance (see
Figures 6 and 7).

Residential property and motor
insurance are the most popular; critical
illness and income protection insurance
are the least.

Among the demographic subsamples, low-income (52%),
Gen Z (66%) and immigrant respondents (80%) own less
insurance than the reference population (see Figure 6),
indicating inclusion gaps.

34 The order of countries reflects the total premium size of their insurance markets (non-life and life) in 2023. See Swiss Re 2024.

35  Defined as insurance not required by law or provided by employers.

36 The following insurance classes were included in the survey: residential property insurance (e.g. damages from fire or theft), voluntary motor
insurance (beyond compulsory third-party liability insurance), personal liability insurance (e.g. protection against legal claims), pet insurance (e.g.
veterinary expenses), income protection insurance (e.g. financial support during illness), mobile device insurance (e.g. loss or theft), private health
insurance (covering private medical and hospital care), critical illness insurance (e.g. lump-sum payments in case of a cancer diagnosis), term life

insurance and savings-oriented life insurance for retirement.


https://www.limra.com/en/research/research-abstracts-public/2023/2023-insurance-barometer-study/
https://www.swissre.com/dam/jcr:2d26776f-20e4-4228-8ee0-97cec2ddb3c4/sri-sigma3-2024-world-insurance.pdf

FIGURE 6: SHARE OF RESPONDENTS THAT ARE INSURED, BY SUBGROUP?*’
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Source: Geneva Association customer survey, powered by Dynata

FIGURE 7: CURRENT OWNERSHIP OF VOLUNTARY INSURANCE PRODUCTS, BY COUNTRY??
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Source: Geneva Association customer survey, powered by Dynata
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Italy
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Spain
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38 Note that LIMRA (2023) shows a significantly higher life insurance ownership ratio for the U.S.
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35

R
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13.4%

10.2%

Note that ownership levels reflect a total of 10 insurance classes, ranging from vital life insurance to more discretionary mobile device insurance.


https://www.limra.com/en/research/research-abstracts-public/2023/2023-insurance-barometer-study/

Figure 8 illustrates the wide range of subgroup ownership ratios, indicating the highest and lowest levels per country. In the
U.K., for example, the elderly exhibit the highest observed ownership ratio across all subgroups, specifically in residential
property. The lowest penetration in the U.K. is observed for low-income respondents (critical illness).

The findings for the socio-demographic subgroups are relatively homogeneous across the seven markets surveyed. Therefore,
we will focus on those results that differ materially from the sample or subsample average.

FIGURE 8: HIGHEST AND LOWEST OBSERVED OWNERSHIP RATIOS PER COUNTRY, PRODUCT
AND SUBGROUP
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Source: Geneva Association customer survey, powered by Dynata

The U.S. shows the highest average ownership of mobile insured than the global average for this subgroup, which may

device insurance (24%) but the lowest overall penetration in
income protection (5%)* and savings-oriented life insurance
(8%). With 78% of all residents surveyed possessing an
insurance policy, the U.S. displays the lowest overall owner-
ship of all markets.

The U.S. shows the lowest ownership
of insurance, with 78% of respondents
owning an insurance policy.

In the U.K., has the second highest ownership of property
insurance (61%) and the highest level for pet insurance
(30%). At 18%, average private health insurance penetra-
tion is lowest, reflecting the free services provided by the
National Health Service (NHS) and high levels of public
trust and cultural attachment to the public health system.
At 70%, low-income respondents are significantly better

be attributable to the broad availability of flexible, low-cost
products in a highly competitive insurance market.

Japan stands out with the sample’s highest average penetra-
tion in term life (33%) and critical illness insurance (28%).
The country has one of the highest life expectancies in the
world, and its population is ageing rapidly. As a result, indi-
viduals are more concerned about the potential long-term
financial impact of critical illnesses and death. Conversely,
ownership levels are lowest in mobile device (11%) and pet
insurance (10%). Notably, Japan has the lowest proportion
of insured Gen Z respondents (59%), possibly reflective of
relatively low wages for young adults and their propensity to
stay with their families well into adulthood.

France shows the highest overall ownership of insurance
(92%) in the global sample. It also boasts the highest
average penetration in residential property (66%), voluntary
motor (56%), private health (41%) and savings-type life

39 Note that in the U.S., some of the largest states have laws that mandate or promote automatic employer-sponsored disability cover, which provides

income protection.



insurance (25%, also as a result of significant tax advan-
tages), as well as the second-highest personal liability
insurance penetration (57%). Among the elderly and those
diagnosed with a chronic illness, 66% and 48%, respectively,
own private health insurance, again placing France in the
top spot by a wide margin. This may be due to gaps in public
health coverage (Securité Sociale).

France shows the highest overall
ownership of insurance. It also comes
top for residential property, voluntary
motor, private health and savings-type
life insurance.

Germany leads in personal liability insurance, with 72% of
residents owning it, compared to the 30% sample average.
This reflects a combination of legal requirements and
cultural attitudes towards risk and responsibility. With 90%
of all respondents insured, Germany has the second-highest
overall level of insurance ownership.

In Italy, voluntary motor insurance has an above-average
penetration rate of 54%, making it one of only two markets,
along with Japan, where this line of business holds the top
position. Italy shows the lowest overall insurance penetra-
tion, at 83%, of the Continental European markets surveyed.

Spain is among the top markets internationally in terms of
average residential property (59%), voluntary motor (56%)
and private health (41%) insurance penetration. Almost 90%
of surveyed residents own insurance.

3.2 Need for additional coverage among the
insured

A closer examination of insured populations reveals varying
perceptions of the need for additional coverage. In Japan,
28% of all respondents feel they need more coverage, the
highest receptiveness in the total sample. The U.S. ranks
second with 23%. Conversely, in Germany, 45% believe they
do not need additional coverage, indicating the lowest appe-
tite for more insurance. Respondents in the U.K. and France
are also relatively reluctant, with 36% each expressing no
interest in additional insurance (see Figure 9).

FIGURE 9: NEED FOR MORE INSURANCE AMONG THOSE WHO ALREADY OWN IT, BY COUNTRY
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FIGURE 10: NEED FOR MORE INSURANCE AMONG THOSE WHO ALREADY OWN IT, BY SUBGROUP
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FIGURE 11: AREAS WHERE UNINSURED RESPONDENTS FEEL THEY NEED MORE INSURANCE,
BY COUNTRY
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Across all markets, Gen Z is most receptive to more insur-
ance, with almost a third expressing the need for more
coverage (see Figure 10). The elderly show the least appetite,
particularly in Germany, where a massive 73% of respon-
dents report no need for additional insurance. In the U.S.,
26% of the self-employed feel they need more insurance,
the highest among their respective global subsamples.

In terms of insurance class, insured respondents see the most
need for additional coverage in private health (33%) and
residential property insurance (31%) (see Figure 11).

Gen Z is the most receptive subgroup to
more insurance across all markets.

3.3. Need for coverage among the uninsured*°

The uninsured, comprising 15% of the total sample, exhibit
widely varying levels of interest in obtaining insurance,
both by country and socio-demographic subsample. In the
U.S., 45% of uninsured respondents feel they should have
insurance, followed by 40% in France. The sample average

is 29%. In Germany, around a third of respondents say no
to insurance. Only about 20% of respondents in the other
markets are negative toward it (see Figure 12).

Across all markets, Gen Z is most receptive to insurance,
with 35% of uninsured respondents expressing a desire
for it (see Figure 13). The elderly show the least appetite,
particularly in Germany, where 52% of uninsured respon-
dents report no need for insurance.

Like the insured population, the uninsured show the
greatest need for private health and residential property
insurance (see Figure 14). Notably, 47% of uninsured Italian
respondents express a desire for private health insurance,
while 46% of uninsured Germans want personal liability
insurance.

Insured and uninsured respondents
express the greatest need for more
private health and residential
property insurance.

FIGURE 12: NEED FOR INSURANCE AMONG THOSE WHO DO NOT OWN IT, BY COUNTRY
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40 Defined as those who reported having none of the 10 voluntary insurance products included in the survey.



FIGURE 13: NEED FOR INSURANCE AMONG THOSE WHO DO NOT OWN IT, BY SUBGROUP
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Source: Geneva Association customer survey, powered by Dynata

FIGURE 14: AREAS WHERE UNINSURED RESPONDENTS FEELTHEY NEED MORE INSURANCE,
BY COUNTRY

U.K. Us. France Italy Germany Spain

29.4% 36.3% . 25.5% I 12.7%

Residential property . 32.4% 25.5%

Voluntary motor I 12.0% I 14.2% 30.0% . 22.2% I 14.2% I 161%
Personal liability I 12.9% I 16.0% 32.3% I 13.9% - 45.8% I 12.6%
Pet I 16.4% I 16.5% 15.0% I 17.6% I 151% I 13.6%
Income protection . 17.8% I 17.3% 191% I 17.4% . 21.2% I 17.5%
Mobile device l 19.6% I 17.6% 17.3% I 57% I 13.2% I 14.7%
Private health . 34.2% - 41.3% 36.4% - 47.5% l 18.4% - 41.6%
Critical illness l 191% l 18.3% 20.9% . 21.2% I 10.8% 12.6%

Term life . 29.6% 31.7% 25.5% l19,2% I 13.2%

Savings-oriented life l 18.9% . 17.8% 23.2% . 25.7% I 11.8%
Insurance fOr retirement

N
~N
U
R

I N ==
N
>
'\‘
*

Source: Geneva Association customer survey, powered by Dynata

39.6% 38.4% 35.0%



3.4 Reasons for not buying (more) insurance*'

Globally, three primary reasons explain why people do not have insurance or choose not to purchase more. The most signif-
icant reason, unsurprisingly, is affordability, cited by 41% of all survey respondents and ranking first in all surveyed markets

except Spain. France emerges as the most price-sensitive market, with 60% of respondents focused on affordability, while

Germany is the least price-sensitive at 24% (see Figure 15).

Affordability is the top reason for not having
insurance or not buying more in almost all
markets and amongst all subgroups .

Doubts about the cost-benefit characteristics of insurance
products rank second globally (24%), and highest in Spain
(31%). The third most frequently mentioned reason is a
perceived lack of time or unwillingness to research insurance
options (20%), with the highest proportion in Japan (27%).

A lack of trust in insurance companies is the fourth most
relevant factor, especially in France and Spain, mentioned by
nearly 20% of respondents in these markets (see Figure 15).

Affordability is consistently the most important issue for
all socio-demographic subgroups, especially for low-in-
come respondents. For Gen Z respondents, lack of time

to research products is a disproportionately important
factor, particularly in Japan, Germany and Spain, surpassing
concerns about affordability.

FIGURE 15: REASONS FOR NOT BUYING (MORE) INSURANCE
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Source: Geneva Association customer survey, powered by Dynata
3.5 Expectations towards insurers

Globally, respondents have three main expectations from
their insurance providers: make insurance more affordable
(55%), provide clearer policy wordings (37%) and improve
claims settlement processes (31%) (see Figure 16).

Respondents want insurers to make
insurance more affordable, provide
clearer policy wordings and improve
claims settlement processes.

Affordability is particularly important for the elderly (64%),
especially in the U.S. and the U.K., where over 70% raise
this issue. Improved accessibility of insurance is most
pressing for Gen Z respondents (27%).

France

Italy

. 27.0% l 19.4%
I 17.0% . 21.7%

I 14.2% I 12.2%

Germany Spain

27.0%

18.8%

18.8%

The desire for clearer policy wordings is strongest in France
(46%) and the UK. (43%), notably among the self-em-
ployed and the elderly, with around 50% of these groups
highlighting this expectation. It was cited less prominently
inthe U.S. (30%).

Improved claims practices are a top priority for respondents
in Germany and the UK. (43% and 37%, respectively). In
other countries, the shares range between 25% and 30%.

The desire for more customised offerings is the fourth most
frequently mentioned expectation overall. It is strongest in
Germany, Italy and Spain (around 40%) but much less so
in Japan (18%). This expectation is highest among Gen Z
respondents.

41  Section 4 offers in-depth theoretical explanations of these and other barriers to owning insurance, while section 5 explores ways for insurers to

overcome them.



Surprisingly, there is limited interest in more prevention-oriented offerings, typically mentioned by less than 20% of
respondents. The shares are lowest in Germany and Japan, at around 10%. However, Gen Z respondents across all countries
(except Japan) are more receptive.

FIGURE 16: EXPECTATIONS TOWARDS INSURANCE COMPANIES
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Barriers to inclusivity in insurance:
A theoretical perspective

Issues around availability, accessibility,
affordability and awareness present

barriers to inclusive insurance.

The findings from the global customer survey presented in
section 3 provide a comprehensive empirical picture of the
key barriers to more inclusive insurance markets. Building
on these findings, this section offers an in-depth theoretical
analysis of these barriers, complemented by inputs from
expert interviewees.

Aligned with the literature, we classify barriers to inclusivity
in insurance into four broad categories (see Figure 17):

® Lack of availability: Includes a limited supply of product
offerings tailored to diverse needs and risks or a lack of
data and analytics to accurately assess risks for certain
demographics.

® Lack of accessibility: Encompasses barriers related to
physical access to insurance branches or limited availability
of digital platforms to access insurance online.*?

® Lack of affordability: Includes high premiums relative to
income levels or limited options for low-cost insurance
products.

® Lack of awareness: Includes low levels of financial literacy
or behavioral patterns and cultural beliefs that discourage
the uptake of insurance.

FIGURE 17: BARRIERS TO INCLUSIVE INSURANCE
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Accessibility

«  Gaps in traditional distribution
« Digital divide

+  Product complexity

.........................................................................................................................

Awareness

«  Gaps in financial literacy

«  Specific gaps in risk awareness
«  Behavioural biases

Source: Geneva Association
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Contrary to the consensus in both the academic and non-academic literature, as well as among most interviewed experts, technology did not

emerge as a key barrier to inclusivity in the survey results discussed in section 3 of this report.



“From a private-sector perspective, there are three
primary challenges to creating more inclusive insurance
markets. First, there’s the need to develop a cost-effective
approach to reaching and educating potential customers.
Second, there’s the issue of the share of wallet available
forinsurance, particularly for supplemental products. And
third, there’s the difficulty of retaining customers who
may deprioritise insurance when other expenditure needs
arise. Digital innovations can play a significant role in
helping to address all three of these issues. While regu-
lators around the world recognised the importance and
practicality of digital solutions and facilitated them during
the pandemic, continued efforts in advanced economies
to modernise outdated regulations are critical to meet the
needs of a broader segment of society.”

Joe Vasquez, Chubb

41 Lack of availability

Inclusion gaps can reflect a lack of adequate and diverse
products that cater to different socio-demographic groups.
In the following, we focus on three main reasons that may
help explain the unavailability of insurance products:

@ Insurance market factors (e.g. the distribution of
information between the insurer and the insured).

® Insurance company factors (e.g. business models).
@ Institutional factors (e.g. laws and regulations).
411 Insurance market factors

Asymmetrically distributed or incomplete information

is a defining feature of most insurance markets and may
explain gaps in insurance offerings. In general, asymmetric
information refers to a situation where one party involved
in a transaction possesses more or better information than
the other party. In insurance markets, this typically means
that the insured has more information about their own risk
profile than the insurer.** This is a particular challenge in
health insurance, which could be exacerbated by medical
advancements based on technology (e.g. increasingly
inexpensive genetic tests).

In groundbreaking work on the consequences of infor-
mation asymmetry, Akerlof explores the market for used
cars.** He shows that if buyers cannot distinguish between
a high-quality car (a 'peach’) and a low-quality car (a

43  Rothschild and Stiglitz 1976.

44 Akerlof 1970.

45  Arrow 1963.

46  Ibid.

47  Zweifel et al. 2021.

48 MAPFRE 2020; Zweifel et al 2021.

‘lemon’), they will only be willing to pay for a car of average
quality. As a result, sellers of high-quality ‘peaches’ will not
participate in the market, leaving offers solely from ‘lemon’
owners. Applied to insurance markets, this means that if
the insurer prices its business on the average loss proba-
bility of the entire pool of insureds, those with the highest
risk will be the most likely to purchase coverage whereas
low-risk pool members may opt out. As a result of this
‘adverse selection’, insurers will face higher costs, poten-
tially leading them to limit coverage or increase premiums
for specific socio-demographic groups. This is particularly
true for populations with limited data histories that can
change the risk profile of the overall pool of insureds.

Arrow identified a related reason for gaps in insurance
offerings due to incomplete or asymmetrically distributed
information: moral hazard.** This phenomenon describes
the probability of a person assuming more risks because
someone else carries the costs of them, which can result in
higher claims frequency or severity, leading insurers to limit
coverage or raise premiums.

In general, insurers rely on accurate and complete infor-
mation to assess risk and calculate appropriate premiums
commensurate with risk. If certain individuals or groups are
unable or unwilling to disclose information about their risk
factors, insurers may be reluctant to offer coverage.*®

41.2 Insurance company factors

Insurance enterprises need to operate financially sound
and viable business models. Consequently, they typically
concentrate their efforts on market sectors or product
categories that meet specific profitability targets, rele-
gating less lucrative segments to secondary status or
eschewing them altogether. This selective approach can
inadvertently lead to the neglect or outright exclusion
of certain demographics from the ambit of insurance
coverage. More specifically, the supply of insurance
coverage is driven by management choices concerning
pricing, scope (i.e. the product spectrum) and scale (i.e.
the number of insurance contracts). In the context of
inclusivity, insurers may opt not to offer coverage to certain
groups of people for the following reasons:

1. Lack of data necessary for risk assessment and pricing.

2. Underwriting guidelines that define the criteria for
accepting or rejecting applicants and may lead to the
exclusion of certain groups based on factors such as
age, occupation, health status or location.

3. Regulatory constraints on discrimination based on
certain risk.*®


https://academic.oup.com/qje/article-abstract/90/4/629/1886620?redirectedFrom=fulltext
https://doi.org/10.2307/1879431
http://dx.doi.org/10.1215/03616878-26-5-851
http://dx.doi.org/10.1215/03616878-26-5-851
https://doi.org/10.1007/978-3-030-80390-2_7
https://www.mapfre.com/media/economic-research/2020/mapfre-economics-inclusion-financiera-11-06-2020-ENU.pdf
https://doi.org/10.1007/978-3-030-80390-2_7

41.3 Institutional factors
Institutional parameters such as the legal and regulatory
environment are major determinants of insurance supply.

Though they are essential to safeguarding vulnerable
customers, overly prescriptive customer protection laws
can increase the administrative burden on insurance
companies, complicate pricing and coverage decisions and,
ultimately, create barriers to entry for insurers, limiting the
availability of insurance coverage. For instance, regulators
often define the types of insurance products that can be
offered and the terms and conditions under which they
can be sold. This is bound to limit innovation and product
differentiation within the insurance industry, potentially
disproportionately harming vulnerable groups.*®

Competition and innovation could suffer, to the detriment
of vulnerable customer groups for whom affordability,
accessibility and customisation are essential.*® In the same
vein, anti-discrimination laws in insurance can sometimes
inadvertently make it more challenging for the groups they
aim to protect to obtain coverage. This can happen if, to
comply, insurance companies implement stricter under-
writing standards, limit coverage options or even withdraw
from certain markets altogether to avoid potential legal
risks associated with discrimination claims.*!

Also, in the absence of sufficiently large risk pools, vulner-
able groups, such as individuals with pre-existing health
conditions or disabilities, may face challenges in accessing
insurance coverage due to their higher perceived risk.
Insurers may be reluctant to offer coverage to these groups
or may impose exclusions, making insurance inaccessible.
Policy interventions may be necessary to ensure that risk
pools are adequately diversified so that individuals with
pre-existing conditions, for example, can access coverage
on reasonable terms.*

4.2 Lack of accessibility

In the pursuit of inclusive insurance in advanced economies,
distribution challenges take centre stage. Conventional
insurance models, reliant on intermediaries such as agents
and brokers, may inadvertently exclude segments of the
populace that lack access to such avenues. In addition,
existing incentive structures for the sales force may lead

to the neglect of certain segments of the population.
However, well-designed agency models can enhance access
and awareness for underserved populations.*

49 Everson 2015.

50 Tennyson 2010.

51  Avraham et al 2014.

52 American Academy of Actuaries (AAA) 2009.
53  See section 4.4 of this report.

54  Society of Actuaries (SOA) 2017.

55  GFIA 2024.

56 MAPFRE 2021.

57  International Monetary Fund (IMF) 2020.

58 See section 4.4.

Distribution challenges are a major
hurdle to inclusive insurance.

This issue is significant considering that ‘insurance is sold,
not bought’, a key reason being the intangible nature of
insurance and the absence of immediate, tangible benefits
for customers.>* The so-called inverted production cycle
of insurance involves the upfront collection of funds, the
investment of funds for returns and subsequent claims
payouts as they arise. This cycle distinguishes insurance
from traditional production cycles in other industries.>

In the context of physical distribution, geographical dispar-
ities also pose a formidable obstacle. Even in advanced
economies, rural and remote communities often find
themselves on the periphery of coverage networks, with
insurers concentrating resources in urban centres perceived
to offer greater market potential. This spatial imbalance
exacerbates inequities in insurance access, including access
to vital claims settlement services, leaving certain popu-
lations disproportionately vulnerable to financial risks.>®
Beyond traditional barriers, the digital divide intensifies
challenges to access as online channels play an increasingly
important role in insurance transactions. For individuals
without internet connectivity or digital skills, accessing
these channels becomes disproportionately difficult,
limiting their ability to participate in insurance schemes.

Lack of internet connectivity or

digital skills can make it difficult for
certain population segments to access
insurance.

The complexity of certain insurance products further
compounds accessibility issues. Complex policy structures
and jargon-laden documentation alienate customers,
particularly those with limited financial literacy or educa-
tional attainment.® As a result, even when access is tech-
nically available, a lack of understanding may ultimately
make insurance inaccessible.


https://doi.org/10.1093/oxfordhb/9780199687206.013.16
https://www.researchgate.net/publication/228319777_Consumers%27_Insurance_Literacy
https://repository.law.umich.edu/articles/1734/
https://www.actuary.org/sites/default/files/pdf/health/pool_july09.pdf
https://www.soa.org/globalassets/assets/library/newsletters/newsdirect/2017/may/2017-newsdirect-issue74-okharedia.pdf
https://www.imf.org/en/Publications/WP/Issues/2022/05/06/Fintech-Financial-Inclusion-or-Exclusion-517619

“For commercially and economically viable inclusive insur-
ance markets to develop, insurance companies need to
work toward supplying a wide range of affordable products
which meet diverse customer needs, including niche needs
such as small amount and short-term insurance. Insurers
also need to respond to the increasing preference for
digital completion. Policymakers and regulators may want
to implement various policies that provide incentives to
enrollin insurance, and gather and share long-term statis-
tical data to help the pricing of private-sector insurance
products.”

Shinji Matsumoto, Nippon Life

4.3 Lack of affordability

As shown and discussed in section 3.4, the price of
coverage is the most important perceived barrier to
purchasing insurance. In standard economic theory, the
price of a normal good or service tends to have an inverse
relationship with the demand for that particular good

or service. Research conducted in advanced economies
suggests that the price elasticity of insurance demand
falls within the range of 0.2-0.4: if the price of insurance
increases by 10%, the demand for insurance is expected to
decrease by approximately 2-4%.%° Research on low-in-
come earners found that requiring them to pay even very
small amounts of (additional) insurance premiums can
significantly affect their ability to afford insurance.®®

Even in wealthy countries, many individuals and house-
holds struggle to afford insurance because the costs are
too high relative to their disposable income. This issue is
particularly pronounced in areas like health and residential
property insurance. In the U.S., where the healthcare
system heavily relies on private insurance, the cost of
premiums can be prohibitively expensive. Despite govern-
ment subsidies through programmes like the Affordable
Care Act (ACA), a recent report found that nearly half

of underinsured or uninsured adults in the U.S. cited the
high cost of premiums as the primary reason they lacked
coverage.®’

The cost of producing insurance cover is a key determinant
of pricing and, therefore, affordability. It is an intensely
debated industry topic, not least in light of digitalisation
and advanced analytics, which promise quantum leaps in
cost-efficiency.®
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60 Brookings 2022.

61 Commonwealth Fund 2020.
62 McKinsey 2022.
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64  See section 4.1 of this report.
65 Feyen et al. 2011; Enz 2000.
66 Enz2000.

67  Wharton 2023.

Adverse selection is another important factor that influ-
ences pricing. It can drive up insurance costs and dent
affordability in several ways, for example through higher
claims as insurers end up paying more because they
unknowingly cover riskier individuals. Increased costs for
the insurer may be passed on to all policyholders through
higher premiums. As a result, low-risk policyholders may
opt out of insurance, leaving the pool of insured individuals
skewed toward higher-risk policyholders, which can lead
to a vicious cycle of rising premiums and further adverse
selection.®® In extreme situations, demand and supply no
longer match and insurance becomes unavailable.®

Besides price, the distribution of income affects insurance
purchases and gaps in inclusivity. Low-income households
often face significant affordability barriers, leading them
to prioritise basic needs such as food, housing and utilities
over insurance. Even when income rises slightly, these
households may still allocate additional funds to imme-
diate necessities rather than insurance premiums. Only as
households move into the middle-income bracket does the
affordability of insurance improve, and the income elas-
ticity of insurance demand increases.® With greater finan-
cial leeway, these households can afford to allocate more
of their budget to insurance. For high-income earners, the
income elasticity of insurance falls back again even though
affordability is no longer a relevant issue. On the back of
their stronger financial stability and higher risk tolerance,
these households may feel confident to self-insure for
certain risks (e.g. through deductibles on health insurance
or homeowners insurance) while relying on insurance for
catastrophic events only.®®

Low-income households often
prioritise basic needs such as food,
housing and utilities over insurance.

Finally, affordability issues may also reflect subtle factors
of perception. Climate change is a case in point: as the
frequency and severity of weather-related events increase,
so do premiums, which, in addition to real affordability
issues, can lead to a perception of unaffordability. This may
be compounded by a lack of understanding of the necessity
of insurance in mitigating these risks or, even more funda-
mentally, that insurance is an integral part of the increasing
cost of owning assets exposed to climate change.


https://doi.org/10.1111/j.1475-6773.2004.00303.x
https://www.brookings.edu/articles/eliminating-small-marketplace-premiums-could-meaningfully-increase-insurance-coverage/
https://www.commonwealthfund.org/sites/default/files/2020-08/Collins_looming_crisis_affordability_biennial_2020_sb.pdf
https://www.mckinsey.com/industries/financial-services/our-insights/creating-value-finding-focus-global-insurance-report-2022
https://doi.org/10.2307/1879431
https://link.springer.com/article/10.1111/1468-0440.00072
https://link.springer.com/article/10.1111/1468-0440.00072
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“Even in a country like Japan, with a high penetration of life
insurance and a sufficient provision of social security, there
may be room for insurers to develop products which can
narrow remaining inclusion gaps. A key lever is digital tech-
nology. It can address all major ‘pain points’ such as cost,
access and awareness. Technology may also help insurers
adopt a life-time approach to customer relationships.
Offering advice throughout relevant life stages fosters
customer relationships and mutual understanding, which
are vital to spotting and addressing inclusion gaps.”

Hidehiko Sogano, Dai-ichi Life

4.4 Lack of awareness

Existing empirical evidence on advanced insurance markets
suggests a positive relationship between financial literacy
and insurance demand. Financially illiterate individuals
struggle to understand the complexities of insurance
products - the terms, conditions and cost-benefit features
of various insurance policies — making them less likely to
purchase insurance. Such customers also have difficulty in
assessing the value of insurance in protecting against finan-
cial losses due to unforeseen events. This misperception
reduces their willingness to invest in insurance products as
a prudent financial decision.®®

In the same vein, specific gaps in risk awareness signifi-
cantly contribute to underinsurance. Many individuals
underestimate the probability and impact of adverse
events, leading to inadequate risk mitigation.®® For

example, there is evidence that insurance demand increases
in the wake of natural disasters but this effect vanishes over

68 Cappelletti et al. 2013; Kubitza et al. 2019.
69 Pitthan and De Witte 2021.
70  Gallagher 2014.

time as the memory of the loss event fades or new resi-
dents who do not have prior experience or awareness move
into disaster-prone areas.”

Financial illiteracy and lack of risk
awareness make people less likely
to buy insurance.

Gaps in risk awareness and financial literacy give rise to
behavioral biases which cause individuals to purchase
less insurance than is economically beneficial.”” One key
example is loss aversion, where people are more sensitive
to small, certain losses than to larger, uncertain gains.

In the context of insurance, the premium represents a
definite, immediate expense, while the claim benefit is
uncertain and distant. This bias leads individuals to avoid
the guaranteed cost of premiums, despite the substantial
future financial protection insurance offers.”

“When examining insurance coverage gaps for the elderly
in Spain, it becomes evident that economic constraints,
specifically affordability, are less significant than the
fundamental lack of information and advice, which deters
people from purchasing insurance. In response, we have
developed propositions that facilitate access to medical
care at home in the event of an accident and enable indi-
viduals to live at home for as long as possible. Few people
expect such solutions from insurers, which is why we must
invest heavily in customer literacy.”

Joaquin de los Reyes, MAPFRE Spain

71 Pitthan and De Witte 2021. Section 3.4 of this report sheds light on the importance of behavioural factors: the third most common reason cited by
surveyed customers for not purchasing (more) insurance is a perceived lack of time or unwillingness to research insurance options (20%).

72 Hwang 2021.
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Unlocking the potential of inclusive

insurance

Tailored product design, easier access, lower
costs and educational programmes can improve

the inclusivity of insurance.

This section explores essential factors for unlocking the
potential of inclusive insurance to enhance financial secu-
rity for underserved populations. Based on the consensus in
both the academic and non-academic literature, we explore
the importance of:

® Promoting financial
literacy

@ Fostering trust’

® Developing relevant
insurance products ® Collaborating with the
public sector

@ Facilitating access to

insurance

FIGURE 18: UNLOCKING THE POTENTIAL OF
INCLUSIVE INSURANCE

Designing relevant products

«  Product customisation and simplicity

“Mutual insurers were set up in the absence of, oras an
alternative to, mainstream insurance, with the main
purpose of providing cover to their member owners

in exchange for affordable premiums. Mutuals bring
diversity and soundness to an industry structure that
would otherwise be, as is the case in some jurisdictions,
totally dominated by listed companies. Mutuals provide
checks and balances for pricing for cover, diversity of
thinking and contribution to industry matters. Their
ability to operate independently as stand-alone entities
in remote areas makes them an important business
model for improving access to insurance in a world of
growing inequality”.

Cathrine Hock, International Cooperative and
Mutual Insurance Federation

Facilitating access

+ Digital platforms

- Digital technology and data analytics
«  Community-based solutions
«  Behavioural nudges

Promoting financial literacy )

»  Customised education initiatives

Fostering trust

«  Community-based distribution
+  Partnership-based distribution

«  Claims practices
Sales force

Engaging with the public sector

+  Collaboration with community
institutions

«  School curricula

« Digital applications

Source: Geneva Association

73 Note that in the customer survey discussed in section 3, trust
emerged only as the fourth most important barrier to more inclusive
insurance markets.

+  Premium subsidies
+  Conducive regulations
«  Mandating risk pools




51 Fostering trust™

Our analysis is grounded in an economic definition of trust
as an ‘institutional economiser’.” This concept posits that
trust can streamline or even eliminate the need for various
verification and proof procedures, thereby reducing trans-
action costs and alleviating affordability and cost-benefit
concerns for customers.”® While these well-established
notions remain pertinent, significant transformations in the
‘trust landscape’ are underway, driven by digitalisation. One
notable impact is the emergence of new technology-based
intermediaries. These intermediaries operate trusted digital
platforms that facilitate interactions among large commu-
nities of users, including underserved socio-demographic
groups that lack access to insurance through conventional
channels.”

Trust plays an essential role in insurance. It is the lifeblood
of the business, as insurers sell contingent promises to pay,
often at a distant and unspecified point in the future.”®
Trust can mitigate key behavioural biases in insurance
purchasing, such as customers’ propensity for excessive
discounting, i.e. an irrationally high preference for imme-
diate money over future money.” Increased levels of trust
may also impact the basic economics of insurance demand
by reducing customers’ sensitivity to the price of coverage,
a highly relevant issue for low-income earners.®°

Trust encompasses the expectations individuals hold
regarding an insurer’s future conduct, making it particularly
significant when customers lack substantial experience
with insurance providers — which is common among
underserved populations.®’ Establishing trust in the insurer’s
competence and commitment to settling claims promptly
and equitably is crucial.®?

Alignment of insurance products with the specific needs

of underserved segments is also critical. Trust is culti-
vated when these products are perceived as valuable and
customised to address the distinct risks these communities
encounter.®

Individuals and organisations that interact directly with
customers play a pivotal role in fostering trust in insurers.2*

Any effective strategy aimed at enhancing trust in
insurance, particularly among underserved groups, must
therefore prioritise those who have direct engagement with
customers, addressing their concerns and needs.®

“For greater inclusivity in insurance, we need to balance
affordability for our customers with profitability for our
companies. This requires three key actions: first, embracing
digital distribution; second, improving communication
with customers; and third, designing and pricing products
that are more relevant to their needs. On the policy front,
we must collaborate with regulators to address concerns
about using data for underwriting, which is essential for
creating more inclusive insurance markets.”

Salene Hitchcock-Gear, Prudential Financial

5.2 Designing relevant products

The design of insurance products is critical for enhancing
inclusive insurance markets. Effective design ensures

that insurance products are affordable, cost-efficient and
pertinent to a diverse clientele, particularly underserved
populations.® This necessitates a thorough consideration
of cost-benefit characteristics, with a focus on relevance to
the target demographics, simplicity of product features and
policy wordings as well as the application of behavioural
nudges to promote and sustain uptake.

“When including unserved or underserved groups

in existing risk pools, it’s key for insurers to start by
understanding their specific vulnerabilities and needs
first. Market research is of the essence to assess new or
unfamiliar risk profiles. On that basis, suitable products
and solutions can be designed and distributed through the
appropriate channels. Embedded insurance is a promising
example: it can deliver (low ticket) protection in the right
way, in the right moment and at the right place”.

Carolina Erlich, MetLife
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5.21 Cost-benefit characteristics ® Harness technology and data analytics, for example,
by using digital platforms and mobile technology
to distribute insurance products and manage claims
more cost-efficiently.”’ This can also help to better
assess risks, identify group-specific needs and set more
accurate premium rates (see Boxes 1and 2), potentially
lowering costs and enhancing the relevance of cover for

insured individuals.*?

Insurance products can be designed to be more affordable
and cost-efficient for customers while still offering mean-
ingful and relevant protection and coverage by incorpo-
rating some of the following strategies:®

@ Offer customised features such as

- Low-cost products covering specific risks at smaller
premiums, tailored to the needs of low-income
individuals and, potentially, supported by simplified
underwriting

- Flexible premium payments to make insurance
premiums more manageable for those with irregular
incomes.®

- Parametric insurance products that pay out
predetermined amounts based on predefined
triggers, reducing administrative costs and
simplifying claims processes.?

Establish community-based insurance schemes where
risks are pooled, spreading the financial burden and
making premiums more affordable.*®

“In South Korea, the public sector is very much engaged
in promoting insurance for particular socio-demographic
groups. The spectrum ranges from cyber insurance for
the elderly to agricultural insurance for farmers. To scale
up those initiatives and make them commercially viable,
insurers can harness technology (e.g. parametrics) and
data, address deficits in customer awareness and trust
and enhance their understanding of customers’true ‘pain

"

points”.

Dong-Joo LEE, Samsung Fire & Marine Insurance

Box 1: Risk-based pricing and inclusive insurance

Risk-based pricing is a fundamental mechanism in insurance markets to mitigate adverse selection, a scenario in
which insurers are unable to accurately differentiate between high-risk and low-risk individuals. When insurers
cannot effectively assess and price risk, the insurance pool becomes disproportionately populated by high-risk in-
dividuals. This adverse selection drives up premiums across the board, making insurance increasingly unaffordable
for low-risk individuals, who may then opt out of coverage altogether.*

Imposing regulatory restrictions on risk-based pricing, such as through community rating, can inadvertently
exacerbate these issues, leading to increased protection gaps.®® Community rating mandates uniform premiums
regardless of individual risk profiles, which distorts the pricing mechanism that aligns premiums with expected
claims costs. As a result, insurers may increase premiums for all policyholders to hedge against potential losses,
leading to adverse selection where lower-risk individuals exit the market.?® This further concentrates the pool
with higher-risk individuals, escalating claims costs. Consequently, insurers may find the market unsustainable
and choose to exit, ultimately reducing both market competition and the availability of coverage. In extreme
cases, high-risk individuals could be left without any protection. This outcome would directly contradict the
objective of restrictions on risk-based pricing, which aim to make insurance markets more inclusive. Instead of
expanding access to coverage, these restrictions could inadvertently result in fewer options for those most in
need, thereby undermining the very purpose they were intended to serve.”
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“Inclusion-inspired interference with the insurance pricing
mechanism, such as the European Right-to-be-Forgotten
initiative for cancer survivors, can have unintended
consequences: low-risk and low-income individuals may
end up subsidising high-risk and high-income individuals.
This sort of wealth transfer does not make sense, neither
from a societal nor insurance perspective. Direct financial
support would be a far more superior approach to assist
those in need.”

Hato Schmeiser, University of St. Gallen

Box 2: Data analytics and inclusive insurance

“When pursuing the goal of inclusive insurance, there
can be potential conflicts between risk pooling and
promoting inclusivity, which could ultimately, and
inadvertently, lead to increased protection gaps. The
business model of insurance relies on risk pooling, where
premiums from a large pool of policyholders are used

to cover the losses of a few. When including previously
uninsured individuals with limited data histories, the risk
profile of the pool may change. [t may become more
challenging for insurers to accurately assess and price
risks, which can lead to adverse selection. Strategies
such as leveraging technology for data analytics can help
mitigate conflicts between risk pooling and inclusivity.”

Josef Pommerening, ERGO Group

Advancements in data analytics and Al have revolutionised the insurance industry, enabling insurers to assess and price
risk with unprecedented accuracy. By harnessing extensive datasets, insurers can now pinpoint individual risks more
precisely, allowing for highly personalised pricing. While this enhances the accuracy of underwriting and the individual
adequacy of cover, it also introduces potential challenges. Specifically, the shift toward risk-based pricing may result in
financial exclusion for high-risk individuals, as personalised premiums could become prohibitively expensive.®

However, these same data-driven innovations offer significant opportunities to enhance financial inclusion.
With more granular data, insurers can develop more tailored products that actively encourage risk reduction.
For example, telematics in auto insurance and loT devices in health and home insurance empower policyholders
to manage their risks more effectively, leading to lower premiums and making insurance available to groups

previously deemed uninsurable.?®

5.2.2 Simplicity Furthermore, simplicity in insurance product design

can alleviate cognitive load, a critical factor influencing
customers’ decision-making processes. Overwhelming
customers with a plethora of options can lead to decision
paralysis, hindering their ability to navigate insurance

choices effectively.'*

Simplicity in insurance product design also plays a pivotal
role in promoting insurance inclusivity. Complex and
opaque insurance terms and policy wordings often act

as deterrents for potential customers,'® particularly
those with limited financial literacy. Intricate language
surrounding coverage, exclusions and claims processes
cannot only obscure crucial information but also under-
mine customer trust.”’

“The core purpose of insurance is to make customers and
communities safer and more resilient. To live up to it,
insurers also need to better identify and support people
who may experience financial exclusion due to culture,

Research indicates that simplifying language is instrumental
in building trust and promoting inclusivity. By adopting
more plain and understandable language, insurers can bridge
the comprehension gap, thereby empowering customers,

language, gender, disability or other life circumstances.
More inclusivity can be achieved, for example, by simpli-
fying insurance, tailoring it to special customer needs and
deploying specialised and multi-lingual service teams to

especially those with limited financial acumen or non-native make insurance more accessible”.
language proficiency!®? However, regulatory requirements

can render meaningful simplification impossible. Edward McGuiness, Insurance Australia Group
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5.2.3 Behavioral nudges

When designing insurance products, the integration of
behavioural nudges, i.e. subtle interventions designed to
influence behaviour,** is a powerful tool for promoting
inclusivity. By leveraging psychological insights, nudges can
encourage individuals to purchase and maintain insurance
coverage, thereby fostering broader financial protection
across diverse demographics. In insurance products, these
nudges can manifest in various forms, for example, through
default options where individuals are automatically
enrolled in insurance programmes unless they opt out.
Such options address human procrastination and inertia. A
concrete example is an opt-out option for employer-spon-
sored retirement schemes, where employees are automati-
cally enrolled unless they choose to decline®®

5.3 Facilitating access'®

Access to insurance refers to the availability of insurance
through places, people and processes.” Lowering barriers
to access is essential for enhancing the inclusivity of insur-
ance markets. In this context, both efficient and diverse
distribution channels are indispensable for delivering insur-
ance products to a heterogeneous population. Traditional,
face-to-face distribution models are often inadequate for
reaching underserved groups. Innovations in distribution
methods can address some of these limitations.

Efficient and diverse distribution
channels are needed to deliver
insurance productstoa
heterogeneous population.

First, the advent of digital platforms, including mobile
applications and online portals, has revolutionised insurance
distribution. These platforms offer unparalleled ease of access
and reduce transaction costs for both insurers and customers,
streamlining processes such as policy issuance, premium
payments and claims processing.'® Furthermore, digital
distribution channels have significantly expanded the reach
of insurance providers, especially in regions with high mobile
phone penetration but limited physical infrastructure.®

Second, community-based distribution, e.g. deploying
agents who possess local, contextual knowledge and skills,
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can significantly enhance the effectiveness of insurance
distribution. Training and equipping these agents with
technology, such as mobile devices and digital tools, can
further enhance their ability to serve diverse populations.
Research indicates that agents embedded within their
communities are more successful in selling insurance
products and providing customer support, as they can offer
more personalised services and build trust with (under-
served) customers."°

Third, partnership-based distribution, e.g. through

local retailers, pharmacies or banks, allows customers

to conveniently purchase insurance products at their
preferred locations. Partner staff may provide personalised,
face-to-face advice and recommendations based on their
knowledge of customers’ needs and preferences. Finally,
customers are more likely to trust insurance products sold
through partners they already trust, such as their local
pharmacist or bank, or products that embed insurance in
non-insurance offerings.™

5.4 Promoting financial literacy

Empirical evidence underscores that elevated financial
literacy significantly propels financial inclusion." In
advanced economies, financial literacy enhances the
population’s ability to navigate and leverage sophisti-
cated financial infrastructures more effectively, thereby
optimising the use of available financial products.® The
complexity of insurance terms, policy conditions and the
probabilistic nature of risk coverage arguably necessitate a
level of financial literacy for informed decision-making that
is higher than for other types of financial services.™

Tailored financial education strategies are paramount to
addressing the diverse needs of different demographic
groups. These strategies must consider the varying levels
of existing financial literacy, access to information and
cultural contexts that influence how different groups
engage with financial products such as insurance. Potential
approaches include:

® Customised financial education initiatives that
focus specifically on insurance. These can significantly
enhance understanding among targeted demographics
such as young adults, immigrants or seniors. By tailoring
education content to resonate with specific audiences,
these programmes can go a long way in promoting
inclusive insurance.
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@ Collaborating with trusted local and community
institutions. This can facilitate the delivery of insurance
education in familiar settings. These partnerships
can leverage the established trust and rapport that
community institutions have with their members,
thereby enhancing the receptivity and effectiveness of
educational efforts.

@ Introducing basic insurance concepts within broader
financial education curricula in schools. This lays a
foundational understanding from a young age. Early
education can instil a baseline financial literacy that
students carry into adulthood.

® Leveraging digital platforms, mobile applications and
interactive tools. This can make insurance education
more engaging and accessible. These technologies can
provide personalised learning experiences and simulate
real-life scenarios, for example!™

“A significant challenge facing insurers committed to inclu-
sivity is the necessity to educate customers about innova-
tive offerings. For instance, products tailored to the needs
of specific socio-demographic groups must be made known
to them. The majority of these potential customers are
unaware of such product innovations and don't anticipate
them from insurers, who often provide standard 'one-size-
fits-all’ solutions. Virtual business models play a crucial
role in both raising awareness of innovative propositions
and facilitating their delivery."

Winnie Wong, Asia Insurance Company and Avo
Insurance Company

5.5 Engaging with the public sector

To enhance the inclusivity of insurance in affluent coun-
tries, insurers should intensify and expand their collabo-
ration with government agencies and regulators. This is
crucial for addressing key barriers to insurance access and
affordability, particularly for underserved populations. In
the following we discuss several ways in which insurers can
contribute to efforts led by the public sector.

5.5.1 Mandating risk communities

In principle, governments can play an important role in
improving the availability and affordability of insurance

by introducing compulsory insurance schemes, especially
in the absence of sufficiently large risk communities and
risk pools. Such schemes could help address the challenge
of adverse selection, which occurs when only high-risk
individuals purchase insurance, leading to higher premiums
and reduced accessibility for the entire risk community. By

115 GFIA 2018; Insurance Europe 2017.
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mandating insurance, cross-subsidisation becomes more
feasible, with premiums from lower-risk policyholders
helping to subsidise those at higher risk."®

Compulsory risk schemes can
improve the availability and
affordability of insurance, especially
in the absence of sufficiently large
risk pools.

However, if compulsory schemes come with premium
standardisation, they may also disincentivise risk prevention
and mitigation, as individuals and businesses might lack the
financial motivation to reduce their risk exposure. These
issues can be addressed through deductibles, for example."”

Although compulsory insurance is commonly used in social
security schemes — such as those covering health, old age
and unemployment - or in compulsory (motor) liability
insurance, its application in other significant areas, such

as property insurance, remains limited. Insurers could
advocate for the expansion of compulsory, privately run
insurance schemes to other domains where they could
significantly improve overall socio-economic resilience.

“Governments need to be in the driver’s seat when it
comes to tackling inclusion gaps in insurance. They can
effectively facilitate sufficiently large risk pools which are
necessary for mitigating the risk of adverse selection and,
as such, tackle a key obstacle to more inclusive insurance
markets. Once this foundation is built, insurers can come
in and deploy their analytical, pricing, product design and
distribution skills to serve in the best possible way those
individuals who are still unserved or underserved.”

Ronnie Tan, Great Eastern

5.5.2 Premium subsidies

A major challenge in making insurance more inclusive is
balancing the need for affordable coverage with insurers’
requirement to price premiums based on risk. Homeowners
in hazard-prone areas exemplify this tension."® In response,
insurers can support government efforts by helping to
design and implement subsidies that make insurance more
accessible to these high-risk groups without undermining
the risk-based pricing mechanism, which is crucial for
signalling the hazards individuals and businesses face and
incentivising risk mitigation.

118 Federal Emergency Management Agency (FEMA) 2018; Kousky and Kunreuther 2014.
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Public interventions which tie subsidies to loss reduction
measures in difficult-to-insure areas can help enable this
mechanism. By linking subsidies to proactive risk mitigation
efforts, such as reinforcing homes against natural disasters,
governments can ensure that insurance remains both
affordable and reflective of actual risk levels. This approach
not only makes insurance more inclusive but also fosters
resilience and preparedness."®

Premium subsidies can play a crucial role in increasing insur-
ance uptake, particularly among low-income populations. In

health insurance, Finkelstein et al. found that, as subsidies

decline, insurance take-up falls rapidly, dropping about 25%

among low-income adults in Massachusetts.?° Similarly,
Yu and Perry observed that higher premium crop insurance
subsidies attracted lower-risk producers, improving the

overall risk profile of the insured agricultural pool'*' And Cai

et al. demonstrated that subsidies not only increase imme-
diate take-up but also enhance future insurance adoption

through payout experiences, especially when combined with

financial education.??

“There are a number of ways for requlators to facilitate

the development of commercially viable, more inclusive
insurance markets. Authorities may conduct and share
market research on protection and inclusivity gaps, as part
of their efforts to promote understanding by policyholders
and potential policyholders of the insurance industry and its
products. Regulators can also formulate effective strategies
facilitating sustainable market development, such as the
promotion of insurtech to facilitate new or more appropriate
products for emerging and existing risks and narrow protec-
tion gaps. Finally, through their ongoing monitoring, requla-
tors ensure that policyholders are being treated fairly. That
helps to maintain a good industry image and strengthens the
public’s confidence towards the industry”.

Prudence Ho, Hong Kong Insurance Authority

5.5.3 Conducive regulations

Regulators, in collaboration with insurers, play a significant
in creating an environment that fosters inclusive insurance
markets through:

119 Kunreuther 2015.
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@ Proportional regulation: Insurers should encourage the

adoption of proportional regulatory approaches, where
requirements are tailored to the scale and complexity

of insurance products. This is particularly important for
products targeting low-income segments or those offering
low sums insured, as it ensures that regulatory burdens do
not stifle innovation or accessibility?

@ Digital distribution: Promoting the use of digital channels

for distributing insurance can significantly reduce costs
and improve accessibility, particularly for remote or
underserved populations. Insurers can collaborate with
regulators to ensure that digital distribution channels are
secure, user-friendly and widely accessible!*

® Data collection: Access to customer data is essential for

inclusive insurance, as it allows insurers to understand the
diverse needs of underserved populations. With customer
data, insurers can design affordable, tailored products,
assess risks more accurately and reach underserved
groups. Regulators and policymakers should be made
aware of the trade-off between data protection and
privacy rules and the availability of insurance coverage!®

® Regulatory sandboxes: Insurers can benefit from

regulatory sandboxes, which allow them to experiment
with innovative products and services in a controlled
environment. By participating in these initiatives, insurers
can test new ideas and technologies that could enhance
the inclusivity of insurance, while regulators can observe
and learn how to adapt regulations to support innovation
without compromising customer protection.®

“A key lever for promoting inclusive insurance in mature
economies s data and digital technology. Digital prop-
ositions and channels can go a long way in increasing
insurance penetration for specific socio-economic groups.
Regulators should create the necessary environment,
through ‘sandboxes’, for example, where insurers and other
stakeholders such as start-ups and venture capitalists can
test new approaches. In addition, advanced data analytics
can boost the quality of risk assessment, also for chal-
lenging risk profiles, the granularity of pricing and, more
generally, loss prevention for specific groups of insureds
to increase profitability. Finally, generative Al could help
the elderly, for example, to better understand insurance
terminology and product characteristics.”

Kwangmin Jung, Pohang University of Science And
Technology (POSTECH)
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Conclusions

Strong public-private sector collaboration can
create an inclusive insurance ecosystem that can
withstand economic shocks and contribute to

long-term social cohesion.

The findings of this report underscore the important role
of inclusive insurance as an instrument for addressing the
socio-economic challenges exacerbated by recent global
calamities. The Global Financial Crisis, the COVID-19
pandemic and recent inflationary shocks have exposed
structural vulnerabilities within advanced economies.
Pressures such as escalating social inequality, demographic
shifts and the erosion of social safety nets have strained
socio-economic resilience and cohesion, necessitating
innovative strategies to extend financial protection to
underserved populations. The comprehensive analysis in
this report, based on data from a proprietary global survey
of over 28,000 households across seven advanced econ-
omies, provides critical insights into the current insurance
coverage landscape and inclusion gaps.

The report finds clear evidence of inclusion gaps within
advanced economies, particularly among low-income,
Gen Z and immigrant populations. Despite residing in
some of the world’s wealthiest nations, these groups are
disproportionately underinsured, which heightens their
financial risk exposure and perpetuates cycles of poverty
and socio-economic marginalisation.

Low-income, Gen Z and immigrant
populations are disproportionately
underinsured in advanced economies.

The importance of inclusivity in insurance extends beyond
mere financial protection; it serves as a critical mechanism
for fostering socio-economic integration and enhancing
resilience. By pooling risks and offering tailored insurance
products, inclusive approaches can prevent vulnerable
individuals and households from descending (back) into
poverty, thereby contributing to the reduction of social
inequality.

The report also emphasises the critical role of trust in the
insurance industry. Insurers need to address pockets of
customer distrust, which, coupled with concerns about
affordability and the perceived value of insurance products,
are major obstacles to effectively serving underserved
populations. Growing demand for clearer policy wordings,
improved claims settlement processes and more affordable
insurance products is a clarion call for the insurance
industry.

Simultaneously, the report underscores the need for robust
collaboration between the public and private sectors to
establish an inclusive insurance ecosystem capable of
withstanding future economic shocks and contributing

to long-term social cohesion. By addressing barriers to
insurance access and coverage, stakeholders can make
significant strides toward reducing inequality, enhancing
financial security, and fostering a more inclusive and
resilient society.
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