NOvVuUs

group

Publication: FA News
Title: Insuring the underserved: a new frontier
AVE: 23584.21

Page: 82
Publish Date: 01 October 2024
Author: SAMKELE SKENJANA

SAMKELE SKENJANA

Actuarial Consultant

Resid

of financial literacy and
those living closer to

urban areas were more
inclined to insure their

FEATURE: SHORT-TERM

a new frontier

t least 64% of the South African insur-
ance market has been dominated by
the long-term insurance sector since
1950. By 2000, about nine out of every
ten insurers were long-term insur-
ers, likely due to high demand and
the affordability of life insurance compared to
short-term products. For example, one can obtain
funeral cover at a similar cost to car insurance

In South Africa’s underserviced short-term insur
ance market, rural insurance stands out as a
niche. This type of insurance, designed for rural
populations, includes crop, poultry, livestock,
and rural home insurance. While there has been
significant progress in agri-focused policies like
crop and livestock insurance, rural home insur-
ance remains underdeveloped (Skenjana, 2023)

Current market offerings

In South Africa, the leading insurers servicing

the underdeveloped informal insurance market
through rural insurance include OUTsurance, King
Price, Santam, Hollard, and Old Mutual.
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OUTsurance focuses on agri-business, covering
livestock, tools, vehicles, trailers, and personal
accidents. King Price offers similar coverage,
protecting farmers’ vehicles and equipment for
both personal and business use. Santam, Hollard,
and Old Mutual also provide agri-business insur-
ance. A newer player, Sugar Insure, underwritten
by GENRIC Insurance Company Limited, offers
coverage for homes in townships, rural villages,
and informal settlements, though its benefits are
limited to properties valued between R50 000 and
R2 million.

BRICS experience

Beyond South African borders, Argentina was
one of the first countries to explore rural insur-
ance over a century ago, followed by the USA and
Russia. The most common insured products in
rural insurance are agricultural-oriented, such as
crops, forestry, and livestock.

ts with high levels
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In BRICS countries (Brazil, Russia, India, and
China), public-private partnerships (PPPs) and
co-insurance are common in rural insurance
(Harfuch, 2021). PPPs often involve absorbing
part of the premium as a subsidy, while co-insur-
ance pools insurers to share risk, reduce informa
tion asymmetry, and lower costs

Insuring the underserved:

A recent study focusing on 317 rural residents
in the provinces of Eastern Cape, KwaZulu-
Natal, and Limpepo titled ‘Assessing the
Willingness of Rural homeowners to Insure Their
Homes in South Africa Using Multilevel Model-
ling” highlighted that 73.19% of respondents
(232 out of 317) were willing to insure their
homes. The highest willingness was recorded
in the Eastern Cape, followed by KwaZulu-
Natal and Limpopo. Specifically, 79.20% of
rural residents in the Eastern Cape expressed
willingness to insure their homes. In KwaZulu-
Natal and Limpopo, 72.39% and 62.07% of rural
residents, respectively, indicated a willingness
to insure their homes

The higher willingness in the Eastern Cape may
be attributed to higher income levels and a
more stable workforce in the province, as well
as villages near urban areas. Similar factors
could apply to KwaZulu-Natal; however, it is
important to note that during the data collec-
tion period, a tornado in KwaZulu-Natal may
have increased participants’ willingness to
insure their homes.

High willingness to insure was also observed
among rural residents with greater insurance
awareness, evidenced by existing life or short-
term insurance policies. Furthermore, residents
with high levels of financial literacy and those
living closer to urban areas were more inclined
to insure their homes.

In conclusion, the study’s findings suggest

a market gap that insurers can target with
specific marketing strategies aimed at
prospective customers lacking insurance or
having inadequate coverage. Insurers should
offer services with accountability and trans-
parency to shift consumer perceptions from
viewing insurance as a capitalist industry

to seeing it as a sector that benefits society
and fosters economic growth. Policymakers
should allocate more resources to educating
under developed markets, like the rural market,
about insurance and supporting programs that
enhance financial literacy. ®

Full thesis available at: Assessing the willingness
of rural homeowners to insure their homes in South.
frica using multilevel modelling (ufs.ac.za)
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