Product Design

With ‘Unsmart Homes’ becoming a thing of the past and Google Home and Amazon Echo slowly but surely catching pace, Smart Homes are here to take over and it will not be long till the owners of these Smart Homes require an insurance policy. The product that I will be pitching here is one that covers the unfortunate breaking down or a technical glitch in the Smart Home. In the unfortunate case of the mentioned event taking place, the insurance company would compensate by paying for the repair of equipment and pay for accommodation at a nearby hotel for the time being. 
The pandemic, in many ways, has changed everything that we do whether it’s the way we work or interact or even the way we go about our everyday lives. Moreover, with people staying indoors more than ever, the pursuit of convenience, safety, and comfort through integrated technology products has become imperative to consumers. Today, consumers prefer home appliances or devices that are smart, connected, energy efficient. Hence, they not only want to augment their lifestyle with smart products like smart sockets, switches, and Smart Gadgets but also want reduced total cost of ownership. 
As the owners of these Smart Homes would be rich enough to afford phones, laptops or other pieces of technology, our main channels of distribution would be via the internet as they would have easy access to it and we would save plenty of money which would have gone waste if we would have chose to hire agents. Although, for special clients a few brokers per city would not be harmful.
The future of Smart Homes is a bright one as I believe we have only seen what could be called a drop in the ocean of what the Smart Homes industry holds for us. I believe within a decade or so, every other home on the street would be a Smart Home. A boom in the Smart Home industry would definitely also mean a boom in the Smart Home insurance industry as there would be more Smart Home owners without an insurance policy needing and wanting for their Smart Homes to be protected so that they can have peace of mind.
Expenditure on smart home products is exponentially increasing with the growth of the urban middle class and the rise in disposable incomes. According to a Statists report, the Indian smart home market is expected to be around $6 billion by 2022, a two-fold increase from $3 billion estimated in 2020. Globally, this number is expected to reach $53.45 billion by 2022. It is imperative to note that India's smart home market is poised to grow. The Government of India has welcomed this lucrative opportunity through large-scale initiatives such as the smart cities project with a budget outlay of USD 31 Billion between 2015 and 2022. The younger demographic and aspirational context, coupled with affordable prices are furthering the concept of smart homes in India. From the above report, we can infer that the Smart Home industry is bound to grow and as an insurance company, not tapping into the industry and grabbing the opportunity would only be a huge mistake. 
In addition to all that is listed above, the insurance company could easily identify fraudulent claims of Smart Home Insurance as the Smart Homes would have CCTVs and other pieces of technology for additional help of investigation.



Understanding how insurance works
Life Happens
	Month
	What Happened?
	Which insurance would cover this?
	Did Jamie have coverage?
	How much will Jamie have to pay?

	Jan
	Jamie got sick
	Medical Insurance
	Yes
	Rs30(copay for doctor visits)+Rs10(copay for prescriptions)= Rs.40

	March
	Jamie fell on ice
	Medical Insurance
	Yes
	20% of Rs.250(as she pays 20% of the cost of medical procedures)=Rs50.

	July
	A kitchen fire
	Renter’s Insurance
	No
	Rs 2500 as she does not have any insurance coverage

	Sept
	Jamie hit a deer
	Auto Insurance
	Yes
	Rs300(deductible for claims)

	Oct
	Jamie got dirt in her eye
	Vision Insurance
	Yes
	Rs30(copay for eye doctor visits)+Rs10(copay for prescriptions)=Rs40.


1. Summarize the costs
Based on the insurance coverage Jamie had in place that year, her total expenditure on herself is as follows:
Premiums Paid:
· Medical Insurance Premium: Rs 103pm=103x12= Rs1236pa
· Vision Insurance Premium: Rs2pm=2x12=Rs24pa
· Auto Insurance Premium: Rs889pa
Total Premiums Paid Annually: 1236+24+889= Rs2149
Deductibles and Copays paid:
Referring the table above
· Jan: Rs40 
· March:Rs50
· Sept: Rs300
· Oct:Rs40
Total=Rs430
Therefore Total Expenditure that year = 2149+430=Rs2579

If she did not have any insurance, she would have paid:
Jan: Rs120+Rs110=Rs230
March: Rs250
July: Rs2500
Sept: Rs3400
Oct: Rs150+Rs90=Rs240
Therefore her total expenditure if she didn’t have any insurance would have been: Rs230+ Rs250+Rs2500+Rs3400+Rs240=Rs6620

Therefore we can conclude that if she did not have any insurance she would have spent (Rs6620-Rs2579) Rs4041 more.

2. Consider Insurance in your life
Recently, my grandmother got an emergency operation for installing a pacemaker. It was a sudden and unexpected expense and would have caused a heavy financial burden but fortunately one of my uncles had listed her down as a dependant on his health insurance and thus the cost was not as heavy.
3. Jamie gives advice
Hey younger cousin John,
How have you been? Congratulations on your new job! I heard that you wanted some advice on whether taking insurance is worth it or not. Well, in short, yes, I will expand on this further giving my own experiences as an example.
Before you even make a decision on whether to get insurance or not, first we need to understand what insurance is. In brief, insurance is a way to manage your risk. If you have no insurance and an accident happens, you may have to bear all the related costs. For example, if you are driving your car and you hit a wild animal which thereby damages your car, if you have the right type of auto insurance policy, the insurance company will bear the costs of the car repairs(minus the deductibles).
Now, you must be wondering, how does an insurance policy actually work? In the crux of it, you, the insured, buy an insurance policy from the insurer which is in place for a specified period of time, also known as the term of the policy, and pay a fee called premium which could be paid either annually, monthly or semi-annually. In addition to the premiums, some companies include a deductible, the amount you must pay before the insurance company pays their share.
I will now give you a few experiences from my own life as an example where I regretted not getting an insurance plan and where I enjoyed the benefits of an insurance plan. The former happened when there was a kitchen fire in the apartment next door which caused my sprinkler system to be activated as well which led to my couch, T.V., laptop and bookcase getting ruined and cost me around Rs2500. As I could have never imagined a fire affecting me or any of my neighbours, I believed that purchasing a renter’s insurance would be pointless and thus never bought one. If I would have bought one for just Rs16 per month, the insurance company would have borne the cost of the Rs2500 that I paid. On the other hand, an experience where I really enjoyed the benefits of insurance was when I accidentally hit a deer while driving home from work and damaged my car. The damage was worth Rs3400 but as I was covered by insurance by paying a premium of 889 per annum, I just had to pay a deductible of Rs300 and the balance was paid for by the insurance company.
As you can see, insurance does have an important role to play in one’s financial life. But before you purchase an insurance policy, you should do your homework. What I mean by that is that you have to research the company you are thinking about buying the policy from to be sure that the company is financially sound and provides good service.
I hope I could be of help to you.
Best regards,
Jamie
