PRODUCT DESIGN

A type of insurance product that is missing in the Indian market today is a sustainable renter’s insurance product for college students, young professionals and flat mates. According to various estimates, about 30% of Indians live in rented housing. A substantial chunk of this 30% is college going or working youth who are living with flatmates away form their own homes. I therefore propose a renters insurance product for flatmates.

For renters -especially students- it may seem senseless to buy insurance as the landlord would have already insured his building or flat. However, the belongings of the renter are not insured. Many times renters would like to insure their most important valuables such as a TV, a mobile phone or a laptop. Changing times brought inflation and inflation means things are costlier than ever now. It is always best to appraise your belongings and have a rough plan on how to replace them – in short a renter’s home insurance

Under this product, each flatmate can insure their belongings. These can be insured against fire, storm, earthquake or theft. The more the flatmates are the lower the premiums will be. This will encourage people to ask their flatmates to buy insurance. It also includes special coverage for up to 3 personal items – such as laptops, smartphones or instruments.

There can be special riders which insure against damage to their valuables due to maintenance problems in the flat such as leakage or pests. Add-ons can be there for alternate accommodation. If for any reason such as maintenance, repairs, or any natural or man-made calamity, the renters are unable to live in the house, they get cover for any temporary alternate accommodation. 

The target audience for this product is students and young professionals. Thus, the key features are monthly payments of small amounts, easy cancellations, compelling pricing based on the number of roommates 	and easy sign up and service. As a specified list of items will be covered under the policy, it will be a fast service policy. It will be easy for the customers to make changes or edit their policy, invite new users and submit claims. The product can be made more attractive to the target audience with the help of options, add ons and guarantees.
 
The pricing of the product will vary according to geographical location of the home, number of flatmates, value of items insured etc. Location of the home is important as this will help determine the risk of natural calamities such as floods or storm and manmade calamities such as crime rate and burglary. The premiums charged for this product will be sufficient to cover the benefits to be extended and any expenses and then will provide a profit margin. The product can be marketed through distribution channels involving minimum cost.

This product provides a combination of private liability insurance and household insurance that was created specifically for shared households and young people. With this housemates or young households can find an insurance that allows for great adaptability and fair conditions for everyone involved. 

CASE STUDY

Question 1
Jamie had determined that she could spend up to 2150 per year on insurance premiums. Based on her financial calculations she made some insurance decisions. 

Jamie bought a medical insurance policy through her employer. She pays Rs.103 a month in premium. In January, Jamie got sick and had to visit the doctor. Without insurance the visit was to cost her Rs.120 and antibiotics cost her Rs.110. But since Jamie had insurance, she only had to pay a Rs. 30 co pay for the doctor visit and a Rs 10 co pay for the prescription. Since there is no deductible, the rest of the amount that is Rs. 90 for the doctor visit and Rs 100 for the prescription was paid for by the insurance company.

In March, fell on ice and had to get stiches in the emergency room. There is a Rs. 50 co-pay for an emergency room visit which she had to pay. The stiches procedure cosy Rs.250 without insurance but under her insurance plan she had to pay only 20% of the cost so she had to pay Rs.50 for the procedure. The rest Rs.200 was covered by the insurance company.
Thus Jamie after having medical insurance had to pay Rs. 10s per month for 12 months that is Rs.1236 for the year. This is added to the Rs.140 she paid in co-pays and co-insurance.

In July, a kitchen fire in the apartment next to Jamie’s caused the sprinkler system to activate in her apartment as well and caused damages amounting to Rs.2500. Since Jamie had no renter’s insurance, she had to pay the entire amount out of pocket. If she had had insurance she would have paid a premium of Rs 16 per month or Rs.192 for the year.

In September, Jamie hit a deer while driving home from work. The damage to her car amounted to Rs.3400. Jamie only had to pay Rs.300 at which point her deductible was met. The rest of the amount of Rs.3100 was covered by the insurance company. This Rs.300 was in addition to the Rs.889 paid by Jamie as annual auto insurance premium.

In October, Jamie’s eye got infected and she had to visit the eye doctor and get eye drops. The appointment cost Rs.150 and the eye drops cost Rs.90 without insurance. With Jamie’s insurance she had to pay a Rs.30 co-pay for the appointment and a Rs.10 co-pay for the eye drop prescription. The rest of the amount which was Rs 120 for the appointment and Rs.80 for the eye drops was paid for by the insurance company. This was in addition to the Rs.2 premium paid by Jamie every month. 

In addition to medical insurance, auto insurance and vision insurance, Jamie has a disability insurance in place which is paid for by her employer and she doesn’t have a premium, deductible or co-pay for this policy. She declined a dental policy as she feels she has good dental hygiene and health. She also declined a renter’s policy as she thought she lived in a low risk neighbourhood.



	Insurance policy
	Amount in premium(annual)
	Amount in co-pay/deductibles/co-insurance
	Total amount paid
	Amount she would have paid without insurance

	Medical Insurance
	Rs.1236
	Rs.140
	Rs.1376
	Rs.580

	Auto Insurance
	Rs.889
	Rs.300
	Rs.1189
	Rs.3400

	Vision Insurance
	Rs.24
	Rs.40
	Rs.64
	Rs.240

	Renter’s Insurance
	
	
	Rs.2400
	




Question 2
In the past year, Covid-19 has played a major role in our life. Subsequently medical insurance has never been more important. In the last year, one of my relatives had contracted covid and had to be hospitalised. Since their was a critical shortage of hospital beds, oxygen and medication, everything was very highly priced. Had it not been for insurance, my relative would not have been able to afford his 24 days long hospital stay.
In October of last year, one of the tyres on my car burst. As my family had a comprehensive auto insurance policy that covered all sorts of damage the tyres were also covered and the cost of changing the tyres which came to Rs.20000 was paid for by the insurance company.
None of us know what lies around the corner. Unforeseen tragedies such as illness, injury or permanent disability, even death – can leave us and our family facing tremendous emotional stress, and even grief. With insurance in place, our financial stress will be reduced, and we can focus on recovery and rebuilding our lives.


Question 3
Dear Rachel,
I hope my email finds you in good health. As I have just started out on my own this past year, I have made some insurance decisions the importance of which I would like to share with you. 
Managing your finances through different stages in life can be challenging in various ways. Through the different short and long-term life goals, the need for financial protection remains constant. Life can be too uncertain at times, but it can be immensely helpful to be prepared in terms of money.
Insurance is a financial product sold by insurance companies to safeguard you and your property against various types of risks. When you buy a policy you make regular payments, known as premiums, to the insurer. If you make a claim your insurer will pay out for the loss that is covered under the policy. 
There are multiple types of insurance available and you must choose your plans carefully. Each insurance policy is different with regard to its premiums, deductibles, co-pays, co-insurance, riders, plan term and other conditions. You must read through the various types of policies and choose what is most important to you and which policies are relevant to your financial condition and lifestyle.
What proved most important for me was auto insurance. In September of this year, I hit a deer while driving home. Thankfully, I wasn’t hurt but my car suffered damage amounting to 3400 Rs. Without insurance I would have had to pay the full amount but since I have auto insurance which is required by law, I only had to pay the deductible which was 300 Rs. 
Another important insurance is medical insurance. Life is very uncertain and you never know what happens. Medical costs are rising steadily all over the world and often it is very difficult to meet medical expenses out of pocket especially for students such as you and me. Last year, I had to visit the physician in January and the emergency room in March. These costs would have definitely put a strain on my finances had I not had insurance. I would definitely recommend that you take out at least a comprehensive medical insurance policy.
I also think that renter’s insurance is important as natural disaster can strike at any time. I had to pay damages worth 2500 Rs when my sprinkler system got activated. Especially for you living in a new town, you are not yet aware of the crime rate in the town. 
There is no denying that you will have greater peace of mind if you know that you are financially secure from various unforeseen situations. Uncertainties in life could crop up at any moment such as a medical emergency. These situations also include an accident or damage to your vehicle, property, etc. Bearing the financial impact of these situations can burn a hole into your pocket. Thus, there is a pressing need of insurance for you for proper coverage and financial support against all risks linked to your life, health and property.
Hope to hear from you soon.
Jamie






