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1

Summary of the paper

1.1

Lack of access to insurance is an important issue in many markets. People from a lowincome background are vulnerable to a variety of risks due to the nature of their living or
working conditions and the lack of social safety nets.

1.2

The goal of an inclusive insurance market is to create a market where insurance is
affordable, sustainable, responsible and accessible by all types of customers, including
customers with low incomes, customers who have a low understanding of insurance or
customers who live in a location or manner such that it is difficult to reach them. It is vital
to appreciate the mindset and cultural context of customers in inclusive insurance markets
in order to understand the relevant sources of insurance risk.

1.3

The supply of people with actuarial skills, which we broadly define as the ability to analyse
risk and assess the financial implications of future contingent events, is relatively scarce in
many inclusive insurance markets. There is growing demand for actuarial skills in these
markets, and in many cases this exceeds supply. In the insurance context, actuarial skills
are used to determine premiums, policy and claim liabilities and capital requirements.

1.4

Access to insurance can be facilitated by helping to remove barriers. A rigid requirement to
apply traditional actuarial approaches to inclusive insurance markets could constitute one
such barrier. The intention of this paper is to provide practical, proportionate actuarial
approaches to facilitate access to insurance in inclusive insurance markets. This paper
addresses three key questions: how does one identify key insurance risks? What actuarial
advice or services is/are needed to manage these risks? What level of actuarial skills is
needed to deliver the actuarial advice or service?

1.5

For an insurance provider, whether an insurance company or another organisation in the
insurance supply chain, the level of actuarial involvement should generally reflect the level
of risk inherent in a product (‘product risk’) and the capability of the provider to deliver the
product to customers (‘provider risk’). This paper focuses on an assessment of product risk
and provider risk.

1.6

There are six steps in the risk and proportionate actuarial assessment:
i.
ii.
iii.
iv.
v.
vi.

Assessment of key product risks and the services needed to manage these risks;
Assessment of key provider risks and the services needed to manage these risks;
Holistic assessment of product and provider risks and services to manage these
risks;
Determination of actuarial, management and business skills needed for these
services;
Feedback loop to review changes in light of the risk assessment or experience gained
in operating the product and processes; and
Business decisions to be made in light of the above.
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1.7

This paper should be read in conjunction with the expected IAIS material in its Core
Curriculum on approaches to proportionate prudential regulation in inclusive insurance
markets. The IAIS material is expected to focus on assessing supervisory capacity,
managing prudential risks such as capital and solvency, considering the local context and
the level of market development.

2

Background and purpose of this paper

2.1

Introduction to inclusive insurance
Around the world, people from a low-income background are vulnerable to a variety of risks
due to the nature of their living or working conditions. They may also face the risk of falling
into hardship due to the lack of social safety nets. If structured appropriately, insurance can
play an important role in helping low-income people manage risks. This is the context of
inclusive insurance (which encompasses microinsurance). It is vital to appreciate the
mindset and cultural context of customers in inclusive insurance markets in order to
understand how insurable risks can affect them.
The profile of inclusive insurance customers includes one or more of the following
attributes:
•
•
•
•
•
•
•

low understanding of insurance;
lack of trust in insurance or the insurance industry;
low or unpredictable income flows;
a large proportion of income being spent on necessities like food and shelter;
low education level;
lack of access to basic services like education; or
living in a location or manner such that it is difficult to reach them.

The goal of inclusive insurance is to provide financial protection against risks in a way
that is affordable, sustainable, responsible and accessible by all types of customers,
particularly customers from a low-income background.
Inclusive insurance markets can be defined in terms of customer segment, product,
distribution route or geography:
•
•
•
•

customer segment – there are many potential customer segments such as: members
of a workers’ collective, farmers, rural workers, women in a local community, selfemployed and workers with irregular employment;
product – life, accident, credit life (insurance linked to a loan), health, agricultural and
property are common types of products;
distribution route – distributors such as microfinance institutions or mobile network
operators often have a pre-existing relationship with the customer and are well placed
to sell an insurance product to that customer; and
geography – many developing countries have huge inclusive insurance potential,
including the most populous countries of the world. It is worth noting that inclusive
insurance applies to both developing and developed economies. In any economy, a
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proportion of the population may not have access to insurance or social protection,
so inclusive insurance can play a vital role.
The opportunity for inclusive insurance is enormous. There is no uniform data collected
on inclusive insurance, but according to landscape studies completed under the auspices
of the Microinsurance Network (MIN)1 over 2013–2015, 281 million lives are covered
under microinsurance policies, out of a potential market of 4 billion people (according to
research from Swiss Re2).
Inclusive insurance products are (or should be) relatively simple in design, but getting the
product design right, or building processes to effectively deliver them to customers, is
often not straightforward. This is where actuaries and other inclusive insurance
practitioners can play an important role.
2.2 Purpose of this paper
The 2014 International Actuarial Association (IAA) Issues Paper “Addressing the Gap in
Actuarial Services in Inclusive Insurance Markets”3 outlined the context and challenges
in providing qualified actuarial or technical resources in microinsurance markets and
proposed ideas to address these challenges. One of the paper’s recommendations was
to provide general guidance on requirements and specific approaches for proportionate
actuarial services in microinsurance that is applicable across jurisdictions. This paper
supports that recommendation by providing educational material and illustrating
practices that may be used by actuaries and others to address three key questions
regarding the application of proportionate actuarial services in the inclusive insurance
market (which, as mentioned earlier, includes microinsurance):
•
•
•

How does one identify the key insurance risks in terms of a product or a provider?
What actuarial or other advice or services is/are needed to manage these risks?
What level of actuarial skills, if any, is needed to deliver the actuarial advice or service?

This paper is an outcome of a joint project between the IAA and the IAIS to develop
frameworks to support the proportionate prudential regulation and application of
proportionate actuarial services in inclusive insurance markets. This paper should be read
in conjunction with the expected IAIS material.
This paper is aimed at those who work in or serve inclusive insurance markets: providers
(this refers to any organisation in the insurance supply chain), supervisors and
policymakers, the insurance and financial services industry, funders and non-government
organisations, actuarial professionals and the actuarial profession.

1

http://worldmapofmicroinsurance.org
http://www.swissre.com/sigma/6_2010.html
3
https://www.actuaries.org/LIBRARY/Papers/Paper_Inclusive_Insurance_Markets.pdf
2
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2.3

Demand for and supply of actuarial skills
The actuarial skillset usually refers to the analysis of risk, frequently involving the financial
implications of future contingent events. In insurance markets, technical actuarial skills are
used to determine premiums, policy and claim liabilities and appropriate capital levels, while
broader actuarial skills are used to solve business problems, which are often complex in
nature. The greater the risks or complexity, the greater the need for actuarial and other
skills.
In many developing economies, the supply of actuaries is scarce and often does not meet
the demand. Many insurance markets develop with minimal actuarial input. In some cases,
there are no actuaries at all. So efforts to increase the global supply of actuarial skills are
much needed.
This paper aims to help manage the imbalance between demand and supply by assisting
users to identify key inclusive insurance risks, and areas where actuarial and other skills
can assist.

2.4

Proportionate actuarial services
Firstly, actuarial services can be described as services based upon actuarial considerations
provided to intended users that may include the rendering of advice, recommendations,
findings or opinions. This commonly involves assessing risk, analysing uncertain financial
outcomes and helping to solve complex business problems. In insurance, actuarial services
include the design of insurance products and services and the calculation of premiums,
liabilities and capital levels to help guide the decision makers of an insurance business.
Secondly, actuarial services may not be readily available in a market and any actuarial
services that are recommended should be appropriate to the context. Actuarial services
should be proportionate to the risks being considered:
•
•
•

They should be appropriate to the risks and management of those risks, relevant to the
organisation and capable of being implemented and should consider other risk
mitigation steps.
They should consider the local supply and cost of actuarial skills and be realistic if that
supply is limited or non-existent.
They should not indirectly create a barrier to inclusive insurance (e.g. by causing a large
cost increase) and they should indirectly help enhance inclusive insurance.
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A few examples of proportionate actuarial services in inclusive insurance are:
•
•
•

an insurance pricing tool that considers a limited range of factors to determine the
price of a product;
a reserving tool that allows a non-expert to prepare projected reserves for the next five
years for a short-term product if that person has an understanding of the risk profile
and liability structure; and
alignment of an insurance provider’s internal processes to factor in the specific
characteristics of an inclusive insurance product for its target market.

This paper and the toolkit provide a framework for users to identify risks, manage those
risks and identify and prioritise proportionate actuarial services.
2.5

Inclusive insurance services can be provided by both actuaries and non-actuaries
The focus of this paper is on actuarial and related services, but it is important to note that
not all the services needed may be actuarial in nature and some or many of the services
listed in this paper can be provided by professionals other than actuaries. Indeed, a nonactuary experienced in inclusive insurance may override the need to engage an actuary,
while an actuary who is new to inclusive insurance could actually provide an inappropriate
solution.

2.6

Management and business skills are important to help guide business decisions
While this paper focuses on risk assessment and risk management from an actuarial
perspective, management and business skill are also important. There is often a scarcity of
such skills in developing insurance markets, especially for newer or more innovative
products and also at informal providers. The provider rather than the actuary or other
professional is responsible for making business decisions, so it is important for providers
to develop these skills.

2.7

Insurance providers
This paper focuses on risk from the perspective of inclusive insurance products and
inclusive insurance providers, particularly in terms of how they meet the needs of
customers.
In this paper, the term ‘provider’ is intentionally defined broadly. For example, an insurer that
sells and administers insurance directly to customers without an intermediary is a provider.
An insurer and intermediary working together can both be considered providers. In inclusive
insurance, there may be a number of providers that need to work together: insurers;
distributors such as agents and brokers; administrators and claims processors; and parties
that may have multiple roles by virtue of their relationship with customers such as mobile
network operators, microfinance institutions and other lenders. It is important that the
processes involving all parties in the supply chain work effectively to address the needs of
inclusive insurance customers. In totality, they are all the ‘provider’.
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It is worth pointing out that in inclusive insurance there are often both formal and informal
providers. Formal providers are those that are regulated by an insurance or other supervisor.
Local market conditions often lead to the specific development of informal providers. For
example, community-based organisations often have close ties to their members and they
can act as intermediary for a range of financial products including insurance.
2.8

Guiding principles
To be effective, actuarial services provided in inclusive insurance markets should be
consistent with the following guiding principles:
1.

Customer needs: Services and solutions should strive to meet the needs of inclusive
insurance customers, noting that these customers may have an increased level of
vulnerability due to their lack of awareness or understanding of insurance.

2.

Differences: The key differences between inclusive insurance and conventional
insurance should be identified and addressed in order to meet customer needs.

3.

Financial sustainability: Services and solutions should be financially sustainable over
the longer term.

4.

Barriers: Services and solutions should not create barriers to the development of
inclusive insurance and should provide scope for innovation. For instance, a rigid
requirement to apply traditional actuarial approaches to inclusive insurance markets
could form such a barrier.

5.

Simplicity: Analytical tools provided should be easy to use by users, even if the
underlying issues or analyses are not simple.

6.

Objectivity: Models should be based on objective and quantifiable criteria. The
outcomes of the models provide a starting point for a discussion. Professional
judgment should be applied as necessary in reaching conclusions.

7.

Holistic industry development: Professional capacity in industry, supervisors and
actuarial service providers should be developed in parallel. Services and solutions
should support the holistic development of inclusive insurance markets and the
prudential protection of consumers.
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3

Toolkit to assess risks and services that persons with actuarial or
other skills can provide

3.1

Application of the toolkit
The toolkit aims to assess product and provider risks and identifies services that actuaries
can provide to address these risks. While actuaries may have deep skills in financial risk
assessment, the focus of the tool is not financial risk per se.
The toolkit can be applied in a wide variety of situations: before the launch of a new product
or in a review of an existing product; or before the launch of operations of a new provider or
in a review of an existing provider.
The toolkit presumes that the organisation has the financial capacity to carry out inclusive
insurance business and has or will obtain the relevant regulatory approvals.
Note that risk is not necessarily negative in nature. A higher risk assessment is not
necessarily a bad outcome: it means that the risks are higher in terms of the product or the
provider’s capacity to manage the product and that appropriate management or actuarial
services should be sought to address those risks.

3.2

Outline of the toolkit
There are six steps involved in this toolkit (see Figure 1):
1.
2.
3.
4.
5.
6.

Assessment of risks of key product features and services needed to manage these
risks;
Assessment of risks of key provider areas and services needed to manage these risks;
Holistic assessment of product risk and provider risk and services to manage these
risks;
Determination of actuarial or other skills (including management and business skills)
needed to provide these services;
Feedback loop to review changes in light of the risk assessment or experience gained
in operating the product and processes; and
Business decisions to be made in light of the above.
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Figure 1
Steps in the toolkit to assess risks and determine services that people with actuarial or
other skills can provide

Steps 1–3: These steps form the main components of the analysis and focus on product
risks and provider risks, and services that people with actuarial or other skills can provide
to address them.
Step 4: This step focuses on identifying the actuarial or other skills to provide those
services.
The ideas in Steps 1–4 are all linked; hence they are shown grouped together in Figure 1.
Step 5, the feedback loop, applies in two ways:
•
•

Firstly, after conducting Steps 1–4, the user may decide to make changes to the
product or processes. This may change the risk exposure. Steps 1–4 can be repeated
iteratively to check that this is the case.
Secondly, after a product has been released and processes are in operation, the
provider should monitor and review the experience in order to learn if it has met the
needs of its customers and find ways to better understand its risks and improve its
processes. Monitoring and review are key parts of what is known as the ‘actuarial
control cycle’. Steps 1–4 can be repeated in light of the provider’s experience.

Step 6 is effectively a consequence of the model; that is, once the assessment of risk and
needs has been completed, the provider should have more information to help it make
business decisions weighing up the risks and consequences.
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The sections below explain each step and show examples of the toolkit once it has been
filled in. Section 4 shows case studies and how the toolkit can be applied to them.
3.3

Step 1a – Product risk assessment
This step examines the risk of key areas of product features to give an overall product risk
assessment. The risks focus on features that affect the needs of customers and the
provider’s ability to meet those needs. The focus is not on the financial risk profile of the
product, but the user does need to consider the longer-term financial sustainability.
Each product should be given its own product risk assessment, but similar products can be
grouped together. Bundled products can be viewed as the sum of the individual unbundled
products.
There are two aspects to the risk assessment of each product feature:
•
•

Each product feature is to be given a relative risk weight (either not relevant, low,
moderate, medium or high), which is then converted to a percentage.
Each feature is then given a risk score between 0 and 4 (0 means not applicable or no
risk and 4 means high risk).

In simple terms:
•
•

‘Risk weight’ means “How important is this feature?”
‘Risk score’ means “How much does this feature pose a risk, or can I manage this risk?”

Risk weights must be assigned to all product features before risk scores are assigned to
the product features. The overall risk score, between 0 and 4, is the sum of the weighted
risk scores.
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Figure 2
Step 1a: Product risk assessment example
Product feature

Risk weight
3

Risk weight
(converted to %)
15%

Risk score
(0, 1, 2, 3 or 4)
1.00

Weighted risk score
(= risk weight x risk score)
0.15

1

Client insurance awareness and
product understanding

Medium

2

Sum insured: amount and
predictability

Not relevant

0

0%

0.00

0.00

3

Insured event: frequency and
predictability

Medium

3

15%

3.00

0.45

4

Data: availability, quality and
suitability

Moderate

2

10%

4.00

0.40

5

Product features: coverage
term, deductible, exclusions,
waiting period, guarantees, etc.

High

4

20%

0.00

0.00

6
7
8

Moral hazard and anti-selection
Fraud potential
Reserving: complexity and
significance

Low
High
Not relevant

1
4
0

5%
20%
0%

1.00
2.00
0.00

0.05
0.40
0.00

9

Very large and catastrophic risks
e.g. systemic risk

Moderate

2

10%

4.00

0.40

Low

1

5%

3.00

0.15

20

100%

18

2.00

10 Other product factors
Total

Colour codes
Risk weight and risk
score (inputs)

Weighted risk score (output)

0 = Not relevant
1 = Low risk
2 = Moderate risk
3 = Medium risk

0 = Not applicable
0.01–1.00 = Low risk
1.01–2.00 = Moderate risk
2.01–3.00 = Medium risk

4 = High risk

3.01–4.00 = High risk

For reference:
•

•

‘Moral hazard’ refers to the potential for insured persons to change their behaviour after
taking out insurance to increase the likelihood of a claim (e.g. a person purchases
livestock insurance and takes fewer measures to protect against theft than would be
the case if she or he had not purchased insurance).
‘Anti-selection’ refers to persons specifically taking out insurance when they know they
have a higher risk of a claim occurring and the insurance provider is not aware of this
information or has not allowed for it in the pricing (e.g. a person with an illness that is
quite serious but is not apparent to others purchases income protection insurance
against sickness).
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3.4

Step 1b – Actuarial and other services assessment relating to product risks
Using the results of Step 1a, the user can consider the list of services that actuaries can
provide. Non-actuaries and people with experience in inclusive insurance markets may have
skills that address the product risks. There are technical product areas where actuaries may
traditionally have skills; however, it is not actuaries alone who can provide the services to
manage product risks.
An important part of the actuarial skillset is the analytical skills to tackle individual areas as
well as the approach to look at a matter in its entirety and apply professional judgment to
consider if all the key areas of product risk have been properly addressed.
The areas of product risk with the highest risk weights and highest risk scores should be
the focus of any actuarial or other services, particularly in an environment where skills are
scarce. In short, this means the most important and riskiest product features should be
given priority.
The colours in Step 1b (and also Step 2b) reflect each risk score: red reflects the highest
risk score of 4 and green a low risk score of 0 or 1. Services should initially focus on areas
with high risk scores.
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Figure 3
Step 1b: Actuarial and other services assessment (relating to product risks) example
Product feature

Services that actuaries can provide

Services you choose to use

1

Client insurance awareness and product Assess institutional capability
understanding
Assist with market research
Develop product outline
Other

Assess institutional capability
Develop product outline

2

Sum insured: amount and predictability Develop detailed product and pricing
Other

Detailed pricing

3

Insured event: frequency and
predictability

4

Data: availability, quality and suitability Data collection: availability, quality and
suitability
Data analysis
Establish data capture system
Other

Data collection and analysis

5

Product features: coverage term,
deductible, exclusions, waiting period,
guarantees, etc.

Product development and pricing
Other

Detailed pricing

6

Moral hazard and anti-selection

Product development and pricing for moral
hazard and anti-selection
Establish claims monitoring system
Other

Detailed pricing taking into account these factors

7

Fraud potential

Product development and pricing for fraud
management
Establish claims monitoring system
Other

Fraud identification and fraud management

8

Reserving: complexity and significance

Reserving
Technical provisions
Regulatory solvency requirements
Financial condition assessment
Other

Solvency requirements

9

Very large and catastrophic risks e.g.
systemic risk

Product development and reinsurance advice Risk management for large claims and risks
Other

10 Other product factors

Total

Develop detailed product and pricing
Other

Product-specific services
Other
Overall level of actuarial services that may be
required
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3.5

Step 2a – Provider risk assessment
As mentioned in section 2.7, the term ‘provider’ is defined widely and can refer to a single
provider or a network of parties who partner together to provide the services in total to offer
inclusive insurance products and services.
This step examines the risk of key areas of a provider’s operations to give an overall provider
risk assessment. The risks focus on processes that affect the needs of customers and the
provider’s ability to meet those needs. The focus is not directly on the financial risk aspects,
but the user should of course consider the longer-term financial sustainability. In broad
terms: can the provider properly deliver the product to customers? In doing so, what are the
key operational risks the provider is faced with?
A provider risk assessment should be completed in respect of a provider’s ability to manage
each group of products that are similar in nature (it is up to the provider to define which
products are similar). Also, the assessment should apply whether a provider is offering a
new product or an existing product to the target market.
There are two aspects to the risk assessment of each provider area:4
•
•

Each provider area is to be given a relative risk weight.
Each provider area is then given a risk score between 0 and 4 (0 means not applicable
or no risk and 4 means high risk).

In simple terms:
•
•

‘Risk weight’ means “How important is this feature?”
‘Risk score’ means “How much does this feature pose a risk or can I manage this risk?”

Risk weights must be assigned to all provider features before risk scores are assigned to
the provider features. The overall risk score (between 0 and 4) is the sum of the weighted
risk scores.

4

This topic draws from a number of references. Key references include:
Michael J. McCord, Microinsurance Product Development for Microfinance Providers, 2012,
http://www.microinsurancecentre.org/resources/documents/operations/microinsurance-product-developmentfor-microfinance-providers.html
Access to Insurance Initiative, Proportionate Regulatory Frameworks in Inclusive Insurance: Lessons from a Decade
of Microinsurance Regulation, 2016
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Figure 4
Step 2a: Provider risk assessment example

Provider area

High

4

Risk weight
(converted to %)
27%

2 Sales, marketing and customer education:
Sales
Underwriting
Premium collection
Customer marketing and education

Medium

3

20%

3.00

0.60

3 Customer administration:
Customer queries
Claims administration and payments
Dispute resolution

Moderate

2

13%

4.00

0.53

4 Technical insurance management:
Reserving
Reinsurance
Investment
Monitoring capability and reporting
Data collection

Low

1

7%

2.00

0.13

5 Operations:
Institutional assessment and internal audit
Finance and administration
Technology
Management of partnerships
Regulatory compliance

Low

1

7%

1.00

0.07

6 Staff:
Technical insurance skills
Skills dealing with customer base
Training and education

High

4

27%

2.00

0.53

Not relevant

0

0%

0.00

0.00

15

100%

14

2.40

1 Product design capability:
Market research
Prototype design, testing and rollout
Full product design, testing and rollout
Disclosure and documentation

7 Other provider factors:
User to specify

Total

Risk weight

Risk score
(0,1, 2, 3 or 4)
2.00

Weighted risk score
(= risk weight x risk score)
0.53
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The percentages shown in the table have been rounded to the nearest whole figure.
3.6

Step 2b – Actuarial and other services assessment relating to provider risks
Using the results of Step 2a, the user can consider the list of services that people with
actuarial skills can provide. As with Step 1b, non-actuaries and people with experience in
inclusive insurance markets may have skills that address the provider risks. There are
technical provider areas where actuaries may traditionally have skills; however, it is not
actuaries alone who can provide the services to manage provider risks.
As mentioned in Step 1b, an important part of the actuarial skillset is the analytical skills to
tackle individual areas as well as the approach to look at a matter in its entirety and apply
professional judgment to consider if all the key areas of provider risk have been properly
addressed. This is critical here because it is possible for each individual process to be
working adequately but for the overall processes to not be sufficient or properly address
customers’ needs.
The areas of provider risk with the highest risk weights and highest risk scores should be
the focus of any actuarial or other services, particularly in an environment where skills are
scarce. In short, this means the most important and riskiest provider areas should be given
priority.
As mentioned in Step 1b, the colours in Step 2b reflect each risk score: red reflects the
highest risk score of 4 and green a low risk score of 0 or 1. Services should initially focus
on areas with high risk scores.
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Figure 5
Step 2b: Actuarial and other services assessment (relating to provider risks) example
Provider area

Services that actuaries can provide

Services you choose to use

1

Product design capability:
Market research
Prototype design, testing and rollout
Full product design, testing and rollout
Disclosure and documentation

Assess institutional capability
Assist with market research
Develop product outline
Developed detailed product design
Advise on disclosures and customer
documentation
Other

2

Sales, marketing and customer education:
Sales
Underwriting
Premium collection
Customer marketing and education

Develop detailed pricing
Detailed pricing
Advise on underwriting where necessary
Develop customer documentation
Assist with preparation of marketing and
education materials that are most suitable for
target population
Other

3

Customer administration:
Customer queries
Claims administration and payments
Dispute resolution

Educate customer front office staff on product
and/or clients
Educate non-front office staff on product
and/or clients
Advise on processes to ensure suitability for
product and/or clients
Other

Training to ensure staff understand needs of
customers in inclusive insurance market
Adapt processes to manage low-income
customers

4

Technical insurance management:
Capital requirements
Reserving
Reinsurance
Investment
Monitoring capability and reporting
Data collection

The business has its own in-house resources
that provide technical insurance services. It is
not familiar with the inclusive insurance
market so needs to adapt itself to this market.

5

Operations:
Institutional assessment and internal audit
Finance and administration
Technology
Management of partnerships
Regulatory compliance

Advice on capital requirements
Monitor capital levels
Advice on reserving requirements
Monitor reserving levels
Assess need for reinsurance and/or procure
where suitable
Prepare reporting templates
Prepare reports to provider
Advise on data collection requirements
Assist provider to collect data
Set up processes to gather and analyse data for
ongoing monitoring
Prepare statutory certifications
Other
Assess quality of internal operations
Advise on quality of existing partnerships and
contracts
Assist with creation or revision of partnerships
Advise on regulatory compliance
Advise on software needs
Other

6

Staff:
Technical insurance skills
Skills dealing with customer base
Training and education

7

Other provider factors:
User to specify

Total

Assess institutional capability
Product design

Adapt technical processes for inclusive
insurance portfolio

Advise on technical skills needs
Staff training on needs of low-income market
Provide education to deal with customer base
Provide technical skills education
Other

Overall level of actuarial services that may be
required

The organisation needs to adapt its services
and internal capabilities in order to properly
address the needs of the inclusive insurance
market.
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3.7

Step 3a – Holistic risk assessment
The aim of Step 3a is to provide an overall risk assessment. This is done in three parts:
firstly the tool automatically generates a risk assessment based on the product and
provider risk assessments from Step 1a and Step 2a; secondly, the user is asked to consider
other factors; and thirdly the user is asked whether she or he wishes to adjust the overall
risk assessment after considering these other factors.
The following bullet points provide more details on Step 3a:
•

First, the tool automatically generates a risk assessment in terms of the product risks
and provider risks (see Figure 6).

•

Second, the user considers a range of factors not yet considered:
1.
2.
3.
4.
5.
6.

Do you consider that the combined risk assessment from Step 3 appropriately
reflects product and provider risks?
Are there other internal factors within your control that are relevant to adjust the
risk assessment?
Are there other internal factors outside your control that are relevant to adjust the
risk assessment?
Are there other external factors within your control that are relevant to adjust the
risk assessment?
Are there other external factors outside your control that are relevant to adjust the
risk assessment?
Do you consider that the risk assessment should be adjusted after taking account
of these factors?

The purpose of these questions is to determine if the risk assessment above should
stand or should be amended. For example, there may be issues such as political or
regulatory risk that outrank concerns about a product or provider’s capabilities.
•

Third, the user determines an overall risk assessment (using the template in Figure 6),
taking into account the two parts above as well as judgment based on overall
observations, other experience or professional guidance. If the application of judgment
results in a risk assessment that is significantly different from the risk assessment
generated by the tool, then this should be explained and documented.
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Figure 6
Holistic assessment risk example
Product risk assessment
Low
(0.00–1.00)
Provider

High
(3.01–4.00)

risk

Medium
(2.01–3.00)

assessment

Moderate
(1.01–2.00)

Moderate
(1.01–2.00)

Medium
(2.01–3.00)

High
(3.01–4.00)

Your risk score is here

Low
(0.00–1.00)

3.8

Step 3b – Actuarial or other services assessment relating to risks considered holistically
This step automatically generates an assessment of the actuarial services (or services that
actuaries can provide) to manage the risks, based on the inputs in Step 1b and Step 2b. The
user should prioritise the services that are needed to address the priority areas in terms of
importance and urgency.
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Figure 7
Step 3b: Actuarial and other services assessment (product features and provider areas)
Product feature
1

Client insurance awareness and product
understanding

2

Sum insured: amount and predictability

3

Insured event: frequency and
predictability

4

Data: availability, quality and suitability

5

Product features: coverage term,
deductible, exclusions, waiting period,
guarantees, etc.

6

Moral hazard and anti-selection

7

Fraud potential

8

Reserving: complexity and significance

9

Very large and catastrophic risks e.g.
systemic risk

Services you choose to use

10 Other product factors

Overall level of actuarial services
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Provider area
1

Product design capability:
Market research
Prototype design, testing and rollout
Full product design, testing and rollout
Disclosure and documentation

2

Sales, marketing and customer
education:
Sales
Underwriting
Premium collection
Customer
and education
Customermarketing
administration:

3

Services you choose to use

Customer queries
Claims administration and payments
Dispute resolution
4

5

Technical insurance management:
Reserving
Reinsurance
Investment
Monitoring capability and reporting
Data
collection
Operations:

6

Institutional assessment and internal
audit
Finance and administration
Technology
Management
of partnerships
Staff:
Technical insurance skills
Skills dealing with customer base
Training and education

7

Other provider factors:
User to specify

Overall level of actuarial services
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3.9

Step 4 – Identify the actuarial or other skills for the services determined in Steps 1–3
The overall weighted risk score determines the level of actuarial or other skills that are
needed to provide the actuarial or other services to manage the risks. As mentioned in
section 3.4 (Step 1b) and section 3.6 (Step 2b), these are services that either actuaries or
non-actuaries can provide.
The underlying skills needed are:
•
•

•

Technical skills – this refers to technical insurance education or actuarial education
usually gained from a recognised education institution, with the ability to apply that
education, or through on-the-job learning.
Experience – this can refer to various types of experience, and individual judgment
should be exercised to decide if a person’s experience is sufficient. ‘Experience’ can
refer to experience with similar products, issues facing the provider, that market or
other circumstances.
Understanding of the local context – it is very important to understand the cultural
context, the mindset of the target customer market, the state of market development
and the regulatory environment. No two markets are ever the same, even if they seem
so on the surface.

A combination of technical skills, experience and understanding of the local context
provides the broad level of actuarial or other skills required. This is a guide only. As
mentioned in sections 1.3 and 2.3, the scarce supply of actuarial skills often leads to a lack
of choice. More education to increase the supply of actuarial skills will help. But there is no
easy answer to this.
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Figure 8
Steps 4a & 4b: Actuarial skills assessment example
Name of product:
Type of product:
Product weighted risk score is:

2.00

Name of provider:
Type of provider:
Provider weighted risk score is:

2.40

Overall need for actuarial skills is the
highest of these two scores:

2.40
Colour code
0.01–1.00 = Low risk

Technical qualification
Technical insurance skills, not
necessarily actuarial

Experience requirement
Understands challenges of the specific target
market

1.01–2.00 = Moderate risk

Actuarial technician

Understands challenges of the specific target
market

2.01–3.00 = Medium risk

Actuarial technician

3.01–4.00 = High risk

Qualified actuary (preferably a
fellow)

Experience of the product (or similar
products) and understands the challenges of
the specific target market
Experience of the product (or similar
products) and understands the challenges of
the specific target market
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3.10 Step 5 – Undertake a feedback loop of Steps 1–4 as needed
This step can be answered through questions and answers. There is no graphic nor specific
instructions in the tool for this step.
What is a feedback loop?
This is the process of reviewing an assessment or a decision that has been made
previously, in light of changes in product design or provider processes or of receipt of
customer feedback, or based on market experience. The feedback is an important process
for learning, continuous improvement and finding ways to better meet customer needs in
inclusive insurance.
When does the feedback loop apply?
As in section 3.2, Step 5 applies in two ways: making changes to a product or processes
after conducting Steps 1 to 4; or after monitoring experience and conducting a review to
check if customers’ needs have been met, and making improvements. This is also called
the ‘actuarial control cycle’ (see Appendix 1: Glossary of key terms).
What is meant by the term ‘experience’?
In Step 5, ‘experience’ refers to a provider’s experience operating a product, managing its
processes or dealing with customers. It may involve collecting information (quantifiable
data) and conducting surveys (qualitative data) to understand the experience. This can be
contrasted with Step 4, where the term ‘experience’ means personal experience of dealing
with a product, provider, market or topic.
How is the feedback loop applied in the toolkit?
This involves repeating Steps 1–4 in light of changes made or experience gained. The
feedback loop can be quite broad in nature, so there is no set template in the toolkit other
than creating another file to re-do Steps 1–4.
What should users think about as part of the feedback loop?
The user should think about the guiding principles set out in section 2.8 at each stage,
particularly in reviewing experience relative to expectations:
•
•
•
•
•
•

Have you met customers’ needs?
Have you understood the key differences between inclusive insurance and
conventional insurance in working in this market?
Can you procure the services required in a way that does not form a barrier (e.g. through
higher prices or complications to processes)?
Can you see a path to financial sustainability over the longer term?
Have you focused on objective and quantifiable criteria in the model?
Having applied the toolkit, have you identified the key issues that should be addressed?
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Does the feedback loop apply to business decisions made following the risk assessment?
Part of the feedback loop is to consider whether business decisions made in response to
the holistic risk assessment were appropriate or whether those decisions should be
adjusted. Have the business decisions made had the expected outcome or is it necessary
to adjust the decisions based on an updated understanding of the risks?
3.11 Step 6 – Make business decisions based on the assessment of risks and services
Step 6 is included to document the consequences of the model; that is, the business
decisions to be taken as a result of applying the toolkit and assessing risks, services and
skills. Each decision includes a consideration of risks and services, resources, budgets,
timelines, priorities and judgment. Documenting the reasons for a decision being taken can
be helpful in the future.
There are some helpful factors to consider in making decisions (these factors are also
useful for risk assessment and the feedback loop):
•

Focus: Identify the factors with the highest risk weights and risk scores and select the
key ones that push the product or provider risk score into a higher risk category.

•

Simple solutions: What is the simplest and most effective solution to reduce the risk
score? It should not be something that overly complicates matters or pulls the product
away from being inclusive insurance; for example, adding product exclusions or
premium loadings is often not appropriate for inclusive insurance.

•

Be practical: Will the approach be easy and simple to apply in practice, especially if it
is to be applied by a person or provider with a limited understanding of insurance
processes? Will it be easy to explain to customers with a limited understanding of
insurance?

•

Discuss: Discuss these proposed solutions with management and field staff, especially
those closest to the insured customers, to see if the solutions can work and are
practical. If not, they should be changed.
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4

Examples to show how the toolkit is applied

4.1

Examples of the toolkit in use
Perhaps the toolkit is best demonstrated through examples for the user to see how the
theory and all the steps fit together. This paper sets out some examples drawn from real
situations:
•
•
•

health and life insurance offered by a microfinance organisation and its partner;
a hospital stay insurance product offered through mobile phones; and
a comprehensive social health insurance plan for public sector employees.

Example 1
Microfinance organisation and insurance partner offering a health and life insurance product
A microfinance institution (MFI) in a Middle Eastern country developed and launched a composite health and
life inclusive insurance product. The MFI did extensive client and demand research before designing the
product and selected an insurer partner to provide insurance services. The insurance partner selected had
not previously worked with the target client base.
The product was compulsory for clients of the MFI taking out a loan. Often they had little experience with or
understanding of insurance. The life sum insured is three times the loan amount and the health cover is a
hospital cash payment for every night spent in hospital. The price was very low.
Key product risks and issues:
•
•
•
•

Client: Client awareness and understanding of insurance is very low.
Insured event: Frequency of death or inpatient admission is quite uncertain.
Data: No experience data available except public statistics.
Fraud potential: Anecdotal high levels of corruption and potential for fraud.

Key provider risks and issues:
• Product design capability: The insurer had no experience in this market, so lots of market research was
needed.
• Sales, marketing and customer education: The customer base had low education with no knowledge of
insurance, so communicating simple and important messages was a big challenge.
• Customer administration: Both the MFI and insurer had no experience of processing claims for this
customer base. A dispute resolution process was needed.
• Technical insurance management: Monitoring capacity was low at the MFI.
• Operations: The insurer was not used to dealing with a high volume of small premiums and sums insured.
• Staff: Staff initially lacked the knowledge to deal with the customer base. Extensive training was needed.
Actuarial and other skills and services:
Actuarial and other services were required to manage these risks, both in terms of the product and the
operations of both the MFI and insurance partner. A detailed assessment of capacity of the MFI and
insurance partner to operate the product with the target client base was essential (this covered staff
knowledge and alignment of internal processes with the needs of target clients). Product development and
product pricing were also needed. Extensive support to identify fraud risk, and methods to prevent and
manage fraud and also to educate both clients and staff about fraud were other critical aspects.
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Example 2
Mobile network operator and technical services provider offering hospitalisation insurance product
Mobile phone customers from a low-income background in a Southern African country are offered a hospital
cash insurance product, renewable every month or six months. The benefit is a fixed amount of $23 for each
night the person stays in hospital, up to 30 days a year. There is a waiting period of 30 days before customers
can receive the benefit.
The mobile network operator (MNO) is partnering with a technical services provider (TSP) and insurance
company to provide the product. An international reinsurance company reinsures most of the risk.
Product risks considered are:
• Benefit is higher than the average daily wage, so this could increase the number of hospital stays overall.
• No data is available, so pricing of the product was based on publicly available country-wide statistics.
• Rapid claims assessment will reduce the chances that fraud will be detected. Also, there is potential for
collusion between hospitals and customers. Fraud monitoring processes are required.
Some services were identified that a person with actuarial skills could provide:
• Market research was conducted, covering high-level product features and pricing.
• A pilot project was run to gain experience of a sample of the target population and was closely monitored.
Product pricing, staff understanding and processes were all checked and monitoring tools were put in
place.
• Multiple data sources were used and checked for reasonableness.
• A fraud monitoring system was put in place; e.g. a large number of claims from a specific hospital could
indicate fraud.
• The claims management experience of an international reinsurance company was sought and applied.
The TSP has knowledge of and skills in dealing with the target customer base so was able to identify key
provider area risks and collaborate with the MNO and manage them effectively.
Key provider area topics and risks raised are:
• Policy documentation to customers is kept minimal through low-touch, digital distribution channels which
can negatively impact customer understanding.
• Premiums are pushed by customers via mobile money. Payments are fully controlled by customers, which
is positive but likely to have low payment success rates.
• Basic queries are addressed through self-service. Other queries are via the MNO call centre (trained by the
TSP).
• Automated claims administration is performed by the insurance company with oversight from the TSP.
Potential claims volumes are a concern.
• The ability to manage fraud is a concern given the insurance company has no experience in microinsurance
and the TSP has no local experience.
• The majority of risk is reinsured with a large multinational reinsurance company.
• Multiple partners make this a complex arrangement. The insurer has no prior knowledge of hospital cash
products or the microinsurance market. Support is provided across the entire value chain by the TSP, which
takes responsibility for training the MNO and insurance company staff.
• The insurance company ensures regulatory compliance by regularly engaging with the insurance
supervisor.
Actuarial and other skills:
The TSP had technical skills in-house to manage both the product risks and provider risks. The TSP has an
experienced microinsurance actuary, complemented by other technical skills. Claims management expertise
was sourced from a reinsurer experienced in managing hospital cash claims in other countries.
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Example 3
Comprehensive social health insurance plan for public sector employees
A social health insurance product was set up in a country in the Eurasian region for about 100,000 public
sector employees, of which a fair proportion are of low income. The insurance policies are renewed annually
and have a sum insured of about $8,000, depending on the health services provided, which include
hospitalisation benefits. It is not a true commercial venture as such and the product was introduced for
public policy reasons. The Central Bank and the Ministry of Health are the government bodies involved.
The Ministry of Health calculates a single premium and the government pays the ministry that premium;
there is no separate underwriting process. The Ministry of Health is familiar with insurance and the lowincome market to some extent. A technical services provider with expertise but no local experience was
appointed to provide various services: policy administration, claims management and actuarial expertise to
help with risk management.
Customers do not deal with the Ministry of Health. Rather, they deal with hospitals and health services
providers who tap into an e-health system which processes claims that are then paid to the customer by the
ministry. The volume of claims is potentially large – this is a concern.
Most customers have purchased this product or other insurance products previously, but still have little
knowledge or understanding of insurance. The release of this new product was accompanied by a customer
awareness campaign but not formal insurance education.
Hospital admission rates are fairly stable and predictable, given the expected high number of policies.
Historic insurance experience data was available for a similar product, but was of very poor quality. The
product was implemented without market research, product design prototypes or testing. Pricing
assumptions are based on Ministry of Health population statistics, which are likely to be a reasonable
estimate of the target market experience. The large volume of data makes it credible, although the accuracy
is uncertain. Everyone pays the same premium. The product is renewable annually, so any incorrect pricing
can be adjusted reasonably easily. Pricing risk is nonetheless a concern.
Despite an agreed price list for health services, there is potentially a lack of control in hospitals and medical
centres. Moral hazard risk arises due to the potential for people to make claims that are unnecessary or
unwarranted, which they would not incur had insurance not been provided. Also, rapid claims assessment
processes were put in place, reducing the chance that fraud will be detected. There is also the potential for
hospitals to collude with customers, increasing the volume or cost of claims. Fraud monitoring processes
will need to be put in place to detect potential fraud early.
Reserving is not a significant concern due to the short-term nature of the product. Catastrophe risks may
arise due to large claims volumes as a result of natural disasters or conflict situations, and no reinsurance
arrangements are in place.
The assessment of risk and actuarial and other services set out in the toolkit example provide a framework
for identifying and managing the various risks mentioned above.
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5

Future developments

5.1

Education and training
Currently, there are various avenues for learning:
•

•
•
•
•

actuarial education courses such as:
o Certified Actuarial Analyst5 offered by CAA Global, a joint venture of the Institute
and Faculty of Actuaries (IFoA) and Society of Actuaries;
o Fellowship and associateship courses of IAA member associations;
courses on microinsurance and inclusive insurance;
professional training programs for insurance and underwriting;
programs to help build professions such as courses on a code of ethics, postqualification professional development and peer-to-peer learning; and
experience-building programs such as mentoring, shadowing and work exchange to
gain expertise in a developed market.

There is a continuing need for education and training courses targeted to help develop
actuarial skills. This is the next stage of development.
5.2

Potential developments
The authors intend to introduce potential audiences to the toolkit through face-to-face
seminars and online means. Other possible developments include the following:
•
•
•

More examples may be added as the tool is applied to real-life cases.
The tool should be reviewed and adapted based on feedback and real-life experience,
reflecting the approach taken in the actuarial control cycle.
Further tools may be developed; for example, a product risk and services assessment
for specific types of products.

Users of the toolkit are very welcome to engage with the authors via social media or through
the IAA (secretariat@actuaries.org) if they have any questions or feedback.

5

https://www.caa-global.org
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Appendix 1: Glossary of key terms
(including the relevance of actuarial and other services)
This glossary is intended to help the reader understand the meaning and context of key terms
and how actuarial and other services are relevant to inclusive insurance markets, for the purposes
of this paper. It is not an official dictionary of terms as such.
Actuarial control cycle
This is a framework used by actuaries to solve problems (see figure below). The main phases
are: defining the problem, developing the solution, implementing the solution and monitoring the
experience. The control cycle is underpinned by the application of judgment and professionalism,
managing governance and considering external forces. The control cycle can be applied to the
problem of determining a proportionate level of actuarial services or other professional services
in inclusive insurance. One issue very often affects other parts of the inclusive insurance business
and actuarial or other services can assist by considering different dimensions of an issue.

Actuarial services
Actuaries often analyse risk, assess uncertain financial outcomes and help solve complex
business problems. In insurance, actuarial services include product design and the calculation of
premiums, liabilities and capital levels to help guide the decision makers of an insurance
business.
In the IAA glossary for International Standards of Actuarial Practice ‘actuarial services’ is defined
as services based upon actuarial considerations provided to intended users that may include the
rendering of advice, recommendations, findings, or opinions.
Anti-selection
Anti-selection refers to persons specifically taking out insurance when they know they have a
higher risk of a claim occurring and the insurance provider is not aware of this information or has
not allowed for it in the pricing (e.g. a person with an illness that is quite serious but is not
apparent to others purchases income protection insurance against sickness). Products can be
designed to reduce the risk of anti-selection; e.g. by requiring a waiting period before they can
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make a claim. Pricing may be adapted to allow for the risk of anti-selection. Processes or reports
should provide information to allow customer behaviour to be understood so that products or
pricing can be adapted.
Capital assessment or financial condition assessment
Insurance providers should hold sufficient capital to meet regulatory requirements and their own
risk assessment of the insurance business. This will consider the type of products and nature of
potential liabilities such as whether claims will arise in the short term or over the longer term; e.g.
fire risk can be considered short-term (or ‘short tail’) while disability can be considered long-term
(or ‘long tail’) as claims can be made years after the incident that caused the disability. Providers
should hold a level of capital that is appropriate to the risks in the insurance business and the
investments; this requires both a technical assessment of probabilities, possible scenarios and
investment risk, and the use of judgment as to the risks involved and the capital required. The
assessment may also cover services regarding sourcing of capital.
Claims management
This is a very important part of insurance. It encompasses processes, staff and systems.
Processes start from the time a customer wishes to make a claim through to claim settlement,
payment to the customer and dispute resolution. Often multiple parties are involved, so strong
links between the parties are needed. Trust in the insurance provider and the insurance concept
itself can often be established or destroyed during the claims management process. A good
understanding of the customer, the product, organisational capabilities and processes is often
required and closely related to claims processes. Services can include assistance to create a
claims management process, review of the current process or assessment of it through
measurement of key performance indicators.
Data collection, data analysis and data capture systems
Data is essential to any business and is especially important to the business of insurance. Good
data collection is the starting point. One needs to understand the availability, quality and
suitability and data. Data collection is not a one-time process but needs to be an integral part of
processes and systems. Data analysis may need to be done externally, depending on the nature
of the topic such as product pricing purposes. Over time, it is important to learn and increase data
analysis skills, covering a range of quantitative and qualitative disciplines. Data systems may be
manual or automated; they ultimately affect the quality of data collection and data analysis. The
systems should be proportionate to the complexity of risks, products and processes.
Fraud management
Fraud involves a deliberate action by a customer to make a claim that is invalid and in most cases
criminal. Processes should be put in place to prevent and detect fraud. Dealing with fraud needs
to be integrated into claims management. Pricing may need to reflect the incidence of fraud.
Training may be required to educate staff to detect and deal with fraud. Education for customers
to understand the negative effects of fraud may be needed, especially if fraud or distrust is an
endemic part of culture.
Institutional (or organisational) capability assessment
A provider needs to determine if it has the capability to create and deliver suitable inclusive
insurance products to its target client base. Organisational capability encompasses strategy,
staff and resources, financial resources, processes and systems and links with other providers to
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deliver the insurance to customers as seamlessly as possible. Just as important as tangible
capabilities, a provider needs to have the requisite desire, commitment and organisational culture
to operate in the inclusive insurance market. The assessment can be done through what is called
a gap analysis – what can the organisation do and what gaps are there to be able to fulfil its
mission?
Internal operations assessment
This is closely linked to institutional capability assessment. Rather than dealing with strategic
matters, it may focus on technical insurance matters, or servicing of inclusive insurance
customers.
Market research
Market research is needed to understand the current or potential market for inclusive insurance
products. It is particularly valuable for providers who are new to this market. Market research can
be divided into various areas:
•
•

•

•

General market environment – this analysis may be helpful if, for example, the provider is new
to the country or the insurance market.
Regulatory and government policy framework – it is important to understand the local
regulatory requirements of insurance, financial services, financial inclusion, payment systems
and rules regarding distribution channels such as mobile networks. Understanding or at least
an awareness of government policy and objectives is important too as this influences the
business of insurance.
Demand side – understanding the target market involves studying their demographics, needs
and wants, outlook and trust in and understanding of insurance and other financial services.
Surveys of a small number of people, known as focus group surveys, are one way of learning
about them and their understanding of and experience with insurance.
Supply side – this involves analysis of the local insurance industry, competitive landscape,
offerings in inclusive insurance and other financial services. It helps the provider consider
what it can bring to the market.

Market research is conducted at a macro level but, if done well, it should also give insights that
help the provider structure its business in inclusive insurance.
Marketing and education materials for target population
Marketing materials can often have an education function when it comes to insurance generally
and inclusive insurance. As well, they can help build trust with customers.
It is vital that materials are delivered in ways that are accessible to the target market and tailored
to their needs. The importance of this point cannot be overstated.
Moral hazard
Moral hazard refers to the potential for insured persons to change their behaviour after taking out
insurance to increase the likelihood of a claim (e.g. a person purchases livestock insurance and
takes fewer measures to protect against theft of livestock than would be the case if she or he had
not purchased insurance). Inclusive insurance products can try to either reduce moral hazard or
find ways to mitigate it; e.g. factor it into the price.
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Partnerships
Partners are often vital in inclusive insurance as there frequently needs to be a network of parties
who partner together and in total provide inclusive insurance products and services. This can
range from distribution channels such as microfinance institutions, mobile network operators and
other agents and brokers to claims management providers, insurance and reinsurance carriers
and service providers. Partnership contracts need to be put together and processes between
parties must be as seamless as possible from the customers’ point of view.
Pricing
There are several steps to set the price of a product: calculation of the gross or risk premium
(which is the theoretical cost of the risk taking into account data and probabilities); determining
expenses, profit loadings, tax loadings and any other costs; and finally, determining the actual
price charged to the customer, based on various rating factors.
Product development
Product development in its broadest sense covers a range of related areas: institutional capability
assessment, market research, design of key product features followed by the design of all product
features, pricing, pilot tests with a small group, roll out then monitoring and review. Just as
importantly, proper processes need to be put in place. Some of these other services are covered
under their own definition.
Proportionality
The idea of proportionality is that the management or regulation of a set of risks should be
appropriate to the context and proportionate to those risks. Actuarial services should be
proportionate to the risks being considered:
•
•
•

They should be appropriate to the risks and management of those risks, relevant to the
organisation and capable of being implemented and should also consider other risk
mitigation steps.
They should consider the local supply and cost of actuarial skills and be realistic if that supply
is limited or non-existent.
They should not indirectly create a barrier to inclusive insurance (e.g. by causing a large cost
increase) and they should indirectly help enhance inclusive insurance.

Regulatory compliance
Insurance is typically a highly regulated business, to protect customers from providers failing
financially and to ensure trust in the market as a whole. Whether inclusive insurance has many
regulations depends on the local market.
Providers should always ensure they can meet regulatory compliance requirements. As insurance
involves the business of risk, use of judgment or discussions with the regulator may be required.
Reinsurance assessment and procurement
Reinsurance needs depend on the product and provider. Assessment of risks, especially tail risks,
is required. Feasibility of obtaining reinsurance, including reinsurers’ willingness to offer it, is also
needed. A reinsurance broker may be involved. Reinsurers, whether local or foreign, may be able
to offer data or expertise to the provider.
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Reporting templates, preparation and systems
Reporting is linked to data collection and data systems. Templates, preparation processes,
systems and training need to be understood and set up, not just the report itself. Processes
should be repeatable and sustainable where possible so that the provider has the information to
learn from its experience.
Reserving
Reserving refers to setting aside funds for current or future claims in respect of insurance sold in
the current period or previous periods. This is a technical area and depends on the product, the
provider’s risk management approach and the regulations. Reserves are needed to cover claims
that have been incurred but not reported (‘IBNR’), premiums that have not yet been earned
(‘unearned premiums’) and risks that have not yet expired (‘unexpired risks’). Many inclusive
insurance products provide cover for the short term, such as a year, but the level of reserving
should still be checked.
Solvency assessment
See capital assessment or financial condition assessment.
Statutory certifications
Certifications may need to be produced and may need to be submitted to the regulator. They may
apply to individual products, families of products or the business as a whole. Certifications may
or may not need to be signed by an actuarial or other professional.
Technical provisions
This refers to the liability in respect of insurance business sold by the provider and is usually
defined in regulations. It is closely linked to reserves.
Technical skills education
Staff of a provider may require education on insurance business and processes generally or
adaptations required to cater to the inclusive insurance market. The adaptations can be nuanced
or very broad, depending on the provider’s own experience and knowledge of the inclusive
insurance market.
Underwriting
Underwriting involves a determination of the product price, terms and conditions based on the
characteristics of the customer and risks being insured. Product features are usually
standardised in inclusive insurance to ensure products are relatively simple and understood, so
individual underwriting is generally not required. If it is required, it should be manageable; e.g. by
referring to a table or via an automated process such as a Q&A format in text messages.
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Appendix 2: Relevant papers
This paper follows previous papers issued by the IAIS and the IAA. The IAIS 2012 paper and IAA
2014 paper are particularly relevant and led to the preparation of this paper.
IAIS Papers
Issues in Regulation and Supervision of Microinsurance (2007)
This paper provides background on microinsurance, types of products, the stakeholders involved,
how the Insurance Core Principles (ICPs) apply to microinsurance and areas requiring further
study.
https://www.iaisweb.org/page/supervisory-material/issues-papers/file/34275/issues-paper-inregulation-and-supervsion-of-microinsurance-june-2007
Issues Paper on the Regulation and Supervision of Mutuals, Cooperatives and other
Community-based Organisations in Increasing Access to Insurance Markets (2010)
This paper analyses issues relevant to mutual structures, which are an important type of
organisation in inclusive insurance markets.
https://www.iaisweb.org/page/supervisory-material/issues-papers/file/34286/issues-paper-onthe-regulation-and-supervision-of-mutuals-cooperatives-and-other-community-basedorganisations-in-increasing-access-to-insurance-markets
Application Paper on Regulation and Supervision Supporting Inclusive Insurance Markets
(2012) This paper provides ‘application guidance’ to supervisors on the implementation of ICPs
to support inclusive insurance markets.
https://www.iaisweb.org/page/supervisory-material/application-papers/file/34110/applicationpaper-on-regulation-and-supervision-supporting-inclusive-insurance-markets
Issues Paper on Conduct of Business in Inclusive Insurance (2015)
This paper focuses on the fair treatment of customers in inclusive insurance markets, business
issues relevant to them and observed regulatory responses to these issues.
https://www.iaisweb.org/page/supervisory-material/issues-papers/file/57850/issues-paper-onconduct-of-business-in-inclusive-insurance
Application Paper on Product Oversight in Inclusive Insurance (2017)
This paper gives ‘application guidance’ to supervisors for the design and implementation of
regulatory frameworks on product oversight in inclusive insurance markets.
https://www.iaisweb.org/page/supervisory-material/application-papers/file/70163/applicationpaper-on-product-oversight-in-inclusive-insurance
IAA Paper
Issues Paper: Addressing the Gap in Actuarial Services in Inclusive Insurance Markets (2014)
This paper outlines the context and challenges in providing qualified actuarial or technical
resources in microinsurance markets, and proposes ideas to address these challenges.
https://www.actuaries.org/LIBRARY/Papers/Paper_Inclusive_Insurance_Markets.pdf
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