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Introduction

Despite being heavily underfinanced, micro, small and medium enterprises 
(MSMEs) are integral drivers of economic growth and contribute substantially to 
employment and innovation1. They account for 50% of global employment and 
90% of all businesses2. MSMEs are also exposed to a wide range of risks. They 
struggle more than larger businesses to cope with these due to a combination 
of factors including, limited resources, an exposed environment, and a lack of 
skills and tools to manage them. Insurance can help MSMEs better manage risks, 
enable them to access a greater variety of risk management tools (including loans 
and savings), and give them confidence to take more productive, perhaps riskier, 
investment decisions.
The recent proliferation of the digital platform economy presents new opportunities to provide financial services, 
including insurance, to underserved segments such as MSMEs. The Microinsurance Network’s (MiN) 2020 Landscape 
study highlighted the opportunities in MSME insurance, as digital platforms are becoming well-established in Asia 
and continue to grow in Africa, the Caribbean, and Latin America. The growth potential for the African continent is 
particularly pronounced. Here, the Boston Consulting Group (BCG) put the likely number of jobs created by digital 
platforms at close to 3 million by 2025.3  

In this brief, we explore how digital platforms can be leveraged to help supply MSMEs with adequate insurance 
coverage, helping them to be more resilient to external shocks and adverse events. 

https://www.worldbank.org/en/topic/smefinance#:~:text=SMEs%20account%20for%20the%20majority,(GDP)%20in%20emerging%20economies.
https://www.worldbank.org/en/topic/smefinance#:~:text=SMEs%20account%20for%20the%20majority,(GDP)%20in%20emerging%20economies.
https://media.microinsurancenetwork.org/sites/default/files/MiN-Landscape-2020-ENGLISH_vf_0.pdf
https://media.microinsurancenetwork.org/sites/default/files/MiN-Landscape-2020-ENGLISH_vf_0.pdf
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Digital platforms as distribution channels for MSME 
insurance
Digital platforms can be defined as virtual marketplaces 
that connect providers of goods and services with 
consumers. They derive revenue (or value) mainly from 
facilitating interactions between two or more distinct 
groups of users, e.g., providers and consumers of goods 
and services.4 Digital platforms create value for their 
users by facilitating the exchange of information and 
services between interested third parties. They also 
provide a marketplace where third parties have access 
to the resources and infrastructure needed to create 
new services.5 In this brief, we predominantly discuss 
the role of digital platforms as intermediaries between 
insurance providers and MSMEs. 

Digital platforms operate across a range of different 
sectors and business environments. In Africa, a 
comprehensive study on digital platforms, conducted by 
Cenfri (Centre for Financial Regulation and Inclusion), 
registered a total of 277 platforms. Of these, 222 
are of regional origin operating across eight selected 
sub-Saharan countries. Disaggregated by type, these 
platforms provide online shopping services (91), 
freelancing services (75), e-hailing and carpooling 
services (53), logistics and courier services (37), rental 
services (26), and other services (27). These digital 
platforms show enormous potential for providing MSMEs 
operating in the informal economy with new ways to 
participate in the formal sector. Overall, around 15% 
of the 277 platforms offer financial services to their 
customers, either as part of their core business or as 
an additional, bundled service. A targeted review of 
a subset of 42 unique digital platforms showed that 
insurance was among the most commonly offered 
financial services.6 While this study only shows a 
fraction of the scale of the growing digital platform 
economy, it nevertheless shows its impact and potential 
role not only in Africa, but across the developing world. 

https://adobeindd.com/view/publications/1e02103c-a03b-4aa7-9dae-658152c04400/1/publication-web-resources/pdf/Untitled-1.pdf
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The business model of digital platforms shows 
considerable potential for improving MSME access to 
insurance. Whereas traditional insurance provision 
often relies on direct sales through branch offices 
or agent networks, digital platforms offer many 
opportunities to better target distinct segments of 
MSMEs that had previously been deemed unserviceable 
by insurers. The software-based online infrastructure 
and customer-centric data architecture of digital 
platforms enables them to better integrate MSME 
insurance. This is why the platform economy has 
become so successful. Digital platforms offer almost 
instantaneous interaction with any part of the world, 
and are accessible to anyone with internet access. 
This addresses some of the key issues faced by insurers 
when structuring resilience solutions for MSMEs. 
Depending on size, sector, geography, and a wide range 
of other factors, there are major differences among 
MSMEs, which makes it difficult for insurance providers 
to aggregate such a heterogeneous group of businesses 
and design suitable solutions for them. 

High heterogeneity prevents insurers from collecting 
MSME-specific data. These data gaps make it difficult 
for insurers to calculate the business potential within 
different segments of MSMEs, and to assess their 
risk management needs in order to provide suitable 
insurance solutions. Partnering with digital platforms 
could be a good approach for insurers to address 
these challenges as digital platforms collect extensive 
customer data. This would allow insurers to gain 
a better understanding of MSMEs’ needs and tailor 
solutions accordingly.

From the policyholder’s perspective, MSMEs often don’t 
know how best to use financial services, how insurance 
works, and what risks they should seek coverage for. 
Many may have had bad experiences with insurance, 
such as not receiving a claim. These factors contribute 
to a general lack of trust towards insurance. Provided 
that the digital platform is a trusted entity among 
its consumers, trust issues towards insurance can be 
reduced. However, digital platforms may also face trust 
issues. For example, when bringing together sellers and 
buyers the platform must address the risk of purchasing 
an item and not receiving it. In that case, insurance 
can actually be seen as a way to address a lack of trust 
within the platforms. Box 1 presents the case study of 
iBUILD – a digital platform in the construction sector. A 
lack of trust is evident in the construction sector, but 
users indicate a willingness to trial insurance products.

The potential for digital platforms to address key issues for 
MSMEs insurance
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For insurers, there are benefits of using digital platforms as distribution channels 
to digitalise key services in their product portfolios, including after-sales services 
such as claims processing, renewals, and customer advisory services. Many digital 
platforms are already aggregators of existing MSME value chain functions, so 
insurers can rely on existing infrastructure to distribute and service insurance 
products cost-effectively.

The business case for partnering with digital platforms to 
distribute insurance to MSMEs

Box 1. Digital platforms in the construction sector: iBUILD 

While the construction sector does not yet access MSME insurance solutions via digital platforms, the fragmentation of the 
sector’s value chains offers many opportunities to integrate them as key distribution intermediaries. 

iBUILD, launched in 2019, is a Kenyan digital platform that aims to digitise the construction marketplace for affordable housing. 
Construction value chains are highly fragmented in many countries. iBUILD connects key stakeholders through the platform 
and establishes collaboration opportunities for them. By doing so, it enables contractors, homeowners, suppliers, workers and 
banks to facilitate the housing (re)construction process. While iBUILD has only recently started offering insurance solutions, 
qualitative surveys among contractors have shown that more than 44% would be willing to use insurance products if they were 
offered on the platform. Many contractors expressed reluctance towards insurance products because they lacked trust in them. 
But, they were considering using insurance, provided they first gained a better understanding of how it works.

By using digital platforms as value chain aggregators, 
insurers can make use of their extensive IT and 
know-your-customer (KYC) capabilities to design 
better, more targeted insurance products for MSMEs. 
And, with accumulating data on insurance claims, 
machine learning algorithms potentially allow for 
more effective decision-making. This could result in a 
more efficient flow of claims, for example by better 
identifying fraud risk, and enable more precise product 
recommendations for MSMEs, enhancing customer 
experience and creating value.

As many platforms already offer built-in digital 
payments services, insurers could leverage existing 
payment channels to sell and service insurance which 
reduces the upfront investment costs. Insurers could 
also integrate their products and services into digital 
platforms’ existing portfolios, adding value by creating 
synergies and bundling products – for instance, 
purchasing personal accident insurance when using 
a ride-hailing platform. And, insurance services that 
might have previously been deemed unprofitable, such 
as pay-as-you-go insurance, which offers premiums 
directly tied to the usage of the insured product or 
service, could be made feasible through the economies 
of scale offered by the digital platform economy. 

By partnering with digital platforms, insurance 
providers can also address the lack of trust from 

MSMEs. Many platforms have already built strong 
customer relationships, which can be leveraged to 
introduce new products and services to targeted 
segments. Insurers would be integrated into a business 
network in which each participating group develops 
mutual trust by continuously interacting, evaluating, 
and providing feedback. 

Whilst the digital platform economy provides many 
opportunities, some potentially adverse aspects need 
to be considered. Firstly, the attrition rate among 
digital platforms is relatively high, resulting in a higher 
investment risk for insurers who contribute time and 
money to the platform. However, given the capital 
requirements for investing in the digital platform 
economy are relatively small, insurance providers could 
address this risk by diversifying their investments across 
multiple platforms. 

Another issue when partnering with digital platforms 
is ownership and use of data. Is data stored, managed, 
and shared across the platform and its users in a 
responsible, safe, and privacy-oriented way? Cyber 
security incidents, such as the loss of private consumer 
data, may result in a loss of trust in the platform 
and the products and services it offers. Consumer 
protection, data protection, and cyber security need 
to be considered, not just by the platform provider but 
also by its partners. 

https://www.ibuild.global/
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Providing financial services, such as insurance, can 
add value to a digital platform’s service portfolio by 
improving its utility, complementing existing services 
through product bundling, and enhancing overall 
participation. This is particularly successful when 
providing financial services supports the platform’s 
value proposition and bolsters its core business. 
Including third parties on the platform also helps to 
retain existing partners. For example, insurers can use 
the platform’s data aggregation capabilities to access 
new customer segments, creating opportunities for 
other participants in the process. And the distribution 
of insurance solutions through the digital platform can 
generate higher demand for other platform services. 
Essentially, digital platforms can create “an ecosystem 
where customers need not leave and using financial 
services can become a frictionless part of their lives.”7  

Why should digital platforms engage in MSME insurance 
distribution?

While many digital platforms start out with a single 
offering, for example ride-hailing (see Box 2) or food 
delivery, they often diversify and grow their portfolio 
by offering other products and services, particularly 
financial services. Many already have built-in payment 
mechanisms and other digital payment services, such as 
e-wallets, which they can leverage to sell and service 
insurance at a reduced upfront investment cost. 

Complementing payment services with insurance could 
address trust deficits that result from issues such as a 
buyer purchasing an item from a seller on the platform 
and not receiving it. The provision of insurance 
solutions can therefore help establish some certainty, 
particularly in volatile market segments. It can also 
build trust among platform participants and, again, add 
value to the platform provider and its users.

By offering insurance solutions and risk management 
services across integrated MSME value chains, digital 
platforms, insurers, and their customers can improve 
their own risk management strategies as well as 
the overall value chain coordination. By integrating 
resilience solutions, sharing information and resources, 
and improving the flow of goods and services, all 
parties involved stand to benefit: MSMEs can improve 
their financial health reducing costs incurred by, for 
example, human error or external shocks; digital 

platforms can improve platform utility, customer 
satisfaction, and enhance the overall attractiveness 
of their portfolio; insurers gain access to digital 
distribution channels and consumer segments previously 
deemed unserviceable. This results in a stable, growing 
customer base for the digital platform as businesses are 
able to reduce their default risk. In this regard, digital 
platforms would benefit from more resilient MSMEs as 
platform participants.

Box 2. The diversification of e-hailing platforms

E-hailing is one of the most important subsectors of the platform economy. They provide a virtual marketplace that facilitates 
the interaction between drivers or providers of transportation services, and their customers. 

Grab is a Southeast Asian technology company that initially offered e-hailing as its primary platform service. Grab expanded its 
service offerings over time, and now calls itself “Southeast Asia’s leading super-app”. Grab Financial Group (GFG) offers a range 
of payment, lending, insurance, and investment products for users. Under the brand GrabInsure, it offers insurance packages 
for consumers and its drivers, such as group personal accident insurance, critical illness insurance and prolonged medical leave 
insurance. 

Yego Innovision is a Rwandan cab and moto e-hailing platform. A study conducted by Cenfri showed that only 25% of drivers had 
any kind of insurance, yet 94% of motorcycle drivers and 89% of cab drivers had experienced at least one major risk event (such 
as mechanical fault or incurred medical care costs) since joining the platform. This shows that offering insurance products can 
help mitigate risks and reduce financial losses for Yego users. 

In partnering with a leading ride-hailing platform in Pakistan a few years ago, MicroEnsure Pakistan, now a subsidiary of the 
global InsurTech MIC Global, designed a personal accident and health insurance product. The coverage provides drivers and 
their families protection against the risks of injuries and hospitalization and increases the retention of drivers for the platform. 
The insurance product is sold to drivers through telesales channels operated by MicroEnsure Pakistan. Once a driver agrees to 
buy, the applicable premium is collected from his or her e-wallet maintained by the platform. Offering this insurance product to 
drivers enables them to have a peace of mind and security around their healthcare. As a result, the platform has also reported 
up to 40% increase in retention of drivers who have opted for the insurance product. Several tens of thousands of Individual 
Plans covering only drivers and Family Plans covering drivers, spouses and all dependent children have been sold over the past 
three years providing financial protection against accident and health risks.

https://cenfri.org/wp-content/uploads/2020.05_E-hailing-platforms-as-distributors-of-financial-services-in-Rwanda_Case-study.pdf


6HOW CAN DIGITAL PLATFORMS SUPPORT THE DISTRIBUTION OF MSME INSURANCE?MAY 2022

Already, digital platforms are changing the landscape of many developing economies and business sectors, including 
insurance. For both the insurer and the platform provider, there are sound business cases for cooperation. If insurers 
enter into business partnerships with digital platform providers, and the incentive structures of both align well, the 
chance that all parties involved will benefit is high. Offering insurance solutions on digital platforms tackles some 
inherent challenges in tapping into the MSME insurance market: trust deficits can be addressed by leveraging existing 
relationships; heterogenous MSMEs can be made accessible to insurers through aggregation and based on an advanced 
digital infrastructure; and the large volumes of data available means insurance solutions can be tailored to specific 
risk management needs of diverse segments of MSMEs. Whilst the inherent issues of the digital platform need to be 
considered, particularly data abuse risks, the digital platform economy offers promising opportunities for managing 
MSMEs risks more effectively.

Conclusion
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