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Abstract

Insurance-based marketing (IBM) is the marketing of products and services as being available for free or at a strongly
reduced price due to coverage by clients’ insurance plans. This paper introduces IBM, identifies its main characteristics and
presents a theoretical model that can explain IBM’s marketing function. A taxonomy with examples renders more insight
into the different formats that IBM takes on in practice. Two studies into the prevalence of IBM for windshield repair and flu
vaccination in different countries across the world provide evidence for the prevalence of IBM. Finally, a discussion of the
ethical considerations highlights the benefits of IBM for clients’ information provision, but also the risks of higher premiums
through the encouragement of moral hazard. Diverse kinds of stakeholders can find value in thinking through their options
to include IBM in their marketing mix.
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Introduction where that’s convenient for you in the greater Phoe-

nix Valley, for free! (bold in original).'
The present paper introduces a marketing strategy that has
existed for some time already, but has not been recognized as
a separate and significant financial marketing strategy so far.
We will refer to the phenomenon as ‘insurance-based mar-
keting’ (IBM). Insurance-based marketing is promotional
communication by providers claiming that clients can obtain
their product or service for free or at a strongly reduced
price, since expenses will be (partially) covered by the cli-
ent’s insurance plan. IBM thus is primarily initiated by the
providers of products or services and highlights the com-
pensations offered by insurers as a third party. The below
example from a windshield repair company from Arizona,
USA, illustrates the practice:

IBM occurs in diverse industries, such as the automo-
tive industry, dentistry, home restoration, counseling and
therapy, optometry and pharmacy. It is a phenomenon of
relevance not only because it is a recurrent marketing strat-
egy across different business domains that has gone largely
unnoticed in the literature so far. Also, IBM raises a number
of ethical issues that warrant discussion. Among these is
that IBM appears to walk a thin line between information
provision, versus gaining advantage from benefits not borne
by the providers themselves, but borne by insurers as a third
party (Balafoutas et al. 2017).

The present paper introduces IBM by outlining the basic
characteristics of IBM as a marketing strategy and the under-

And the best part? ProLite offers auto glass repairs lying processes through which IBM exerts its marketing
and replacements for absolutely no cost to you. That’s function. Next, a taxonomy of IBM occurrences in practice
right, 0% out-of-pocket costs, as long as you’re cov- is provided, followed by two studies into the prevalence of
ered for auto glass by your insurer of choice. No need the use of IBM for the business areas of windshield repairs
to leave home or work either, as we will come any- and flu vaccination in five different countries across the

world. The paper ends with an outline of the ethical issues
surrounding IBM and a general discussion.
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Basic characteristics of IBM

The main message of IBM is that the provider’s products
or services are available to clients for free or at a strongly
reduced price due to coverage by a client’s insurance plan.
This message is communicated via the media, with the mes-
sage sender being the provider of the relevant product or
service. The insurer therefore plays the role of a third party
that functions to leverage the free offer or price reduction
and to therefore raise to clients’ interest in the provider’s
product or service. The insurance plan concerned can be a
private plan, but can also involve group insurance plans such
as health maintenance organizations (HMOs) in the USA or
public insurance plans such as the National Health Service
(NHS) in the UK.

IBM is enabled through those insurance plans do not
compensate their policyholders through a lump sum trans-
fer, but through the coverage of expenses for products or
services that can mitigate the client’s damage or loss (Hayes
2019). Health insurance plans may, for instance, cover the
supply of orthopedic footwear when a client’s medical con-
dition requires special footwear, home insurance plans might
compensate the repair of a roof after hail damage, and legal
expenses insurance could reimburse the costs of a lawyer
in case of a legal dispute, among others. In all such cases, a
provider, be it an orthopedic footwear supplier, home con-
struction company or lawyer, can market their products or
services as being available to clients for free or at a reduced
price since expenses will be compensated by clients’ insur-
ance plans.

Three types of products and services typically compen-
sated by insurance plans are especially relevant to IBM,
namely those related to prevention, remedy and replacement.
IBM for prevention products and services benefits from
insurers’ aim to reduce the risk of higher damages or losses.
For instance, IBM for home smoke alarms benefits from
home insurers’ aim to avoid higher costs for restoration after
a home fire. Similarly, IBM for medical diagnostic tests ben-
efits from health insurers’ interest in preventing higher costs
when the client’s condition remains untreated and worsens.
IBM for remedy products and services, on the other hand,
rests on the insurers’ duty after the event of damage or loss.
It can involve repairs to objects such as a car or family jew-
elry, or treatment of medical conditions such as arthritis or
posttraumatic syndrome. IBM for replacement products and
services, finally, rests on insurers’ duty to replace an item in
case of permanent damage or loss. The below example from
a hearing aid company illustrates IBM for replacement in
case of permanent damage or loss:

You want to be able to trust your hearing aid. So you
are being careful. But what if it is damaged by an acci-
dent? Or if you lose it? With the replacement insurance

¥

Default situation

INSURER 1:70) 9 (04
HOLDER
IBM situation
IBM fr— POLICY
HOLDER

Fig.1 Conceptual model for IBM

provided by Zurich Insurance PLC, your hearing aid
is insured for a maximum of five years. In the event
of loss, theft or irreparable damage, Beter Horen will
replace your hearing aid as soon as possible in close
consultation with you by the same type or a technically
equivalent device.”

Theoretical model

How does IBM exert its marketing function? When consid-
ering this question, it is of relevance to recognize, first, that
IBM takes places within a context of judgment under uncer-
tainty from the side of clients. This is because insurance
policies are typically very complex products, and a lack of
‘insurance literacy’ is highly prevalent among policyholders
(Kim et al. 2013). Few policyholders thus know exactly what
type of insurance compensation they can expect in what situ-
ation (Levitt 2015; Robson 2015; Tennyson 2011). Second,
and due to the classic groundbreaking work of Tversky and
Kahneman, we know that judgments under uncertainty is
highly susceptible to message characteristics or ‘frames’ that
highlight particular aspects of a situation while downplaying
other aspects of the same situation (Tversky and Kahneman
1981, 1989).

Figure 1 pictures how the marketing function of IBM
can be modeled, given its context of judgment under uncer-
tainty where there is high susceptibility to message frames
among policyholders. The top part in the figure represents
the default situation where the insurer communicates to poli-
cyholders about its policy schemes and when and how spe-
cific insurance compensations apply. The role of IBM as a
marketing strategy is modeled in the lower part of the figure.
IBM is positioned between the message from the insurer to

2 https://www.beterhoren.nl/nazorg-en-service/hoortoestel-verzekerin
g-en-vervanging.
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its policyholders here. IBM frames the insurer’s policy mes-
sage in one particular way, namely that policyholders can
obtain certain products or services from this provider ‘for
free’ or a ‘strongly reduced price.” This framing of the insur-
er’s policy message through IBM is illustrated in Fig. 1 by a
change in the color of the insurer’s message (dark gray) into
the color of the message as framed by IBM (dotted pattern).

Tversky and Kahneman (1981, 1989) posit that the use
of different message frames in situations of uncertainty can
trigger notably different mental representations of otherwise
identical issues. The specific message frame employed in
IBM is that insurance compensation is a ‘special opportu-
nity’ enjoyed by policyholders to obtain certain products or
services for free or at a reduced price. This notably deviates
from other frames that may be used for insurance compen-
sation. From a consumer rights perspective, for instance,
insurance compensation is not a special opportunity, but
‘merely’ a part of insurers’ contractual obligations toward
their policyholders (e.g., Merkin and Giirses 2015).

In line with Tversky and Kahneman’s formative work, a
myriad of research shows that message frames can impact
audiences’ mental representations and the decisions that fol-
low from these, including how people perceive of insurance
policies (Drevs and Tscheulin 2013) and gift promotions
(Montaner et al. 2011). The lure of the frame that insurance
compensation is a ‘special opportunity’ to obtain products
or services for free or at a highly reduced price likely is hard
to underestimate. People are willing to go a long way for
reduced or free products, even if their value is relatively low
(Lee and Yi 2019; Shampanier et al. 2007). Recent exam-
ples include frenzy brawls in French supermarket aisles after
a Nutella price drop and Australian shopping mall visitors
becoming injured in a stampede to win free coffee and park-
ing vouchers (Molloy 2018; Smit and Ruiz 2019). Sham-
panier et al. (2007) suggest that the most likely explanation
is the absence of anticipated regret. Thus, even if something
that was obtained at very low or no charges proves unattrac-
tive or useless in hindsight, there are no monetary losses to
regret. The types of products and services typically covered
by insurance plans in fact are nearly always of significant
monetary value, meaning that people perceive substantial
savings from the ‘reference price,” i.e., the price that one
presumably would have paid otherwise (Ahmetoglu et al.
2014).

Taxonomy of IBM

A taxonomy of different occurrences of IBM can render
more insight into the different formats that IBM can take on
in practice. The present taxonomy is based on two dimen-
sions, namely the insurer appeal and the service appeal,
respectively (see Fig. 2).

specific insurer appeal

limited service appeal
[eadde a91419s [[ny

generic insurer appeal

Fig.2 IBM taxonomy

Insurer appeal

The insurer appeal in IBM can range from generic to spe-
cific. In case of generic insurer appeals the IBM message
does not name specific insurance plans, but refers to ‘sev-
eral’ or ‘many’ insurance plans that will cover the expense.
An example:

If you’re considering gastric bypass but you are wor-
ried about insurance coverage, you’ll be happy to know
that this procedure is covered by many insurances.
(bold in original).?

Generic insurer appeals typically build upon common
uncertainties regarding insurance coverage regulations. Peo-
ple, for instance, often do not know what the insurance sta-
tus of contraceptive products is (Raissian and Lopoo 2015).
Providers of contraceptive product employing IBM therefore
regularly give potential clients detailed guidance on how
to check their personal health insurance plan for potential
coverage. Similarly, cosmetic clinics and salons invest in
informing clients that health insurance plans may in certain
cases cover cosmetic treatments. The example below is from
a beauty salon:

Acne treatments are (fully or partially) covered by
most health insurers. The ANBOS website provides
the most recent list of health insurers that compen-
sate acne treatments. Is your health insurer not on this
list or in case of doubt, contact your health insurer
or check your insurance policies. (translated from
Dutch).*

Rather than referring to insurance plans in general,
IBM can also refer to specific named insurance plans. In

3 https://www.foothillsweightloss.com/04/gastric-bypass-is-covered-
by-many-insurance-plans/.

* nhttps://www.advancebeauty.nl/blz/acne-therapie.html.
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some cases, such specific insurer appeals result from pro-
vider—insurer partnerships. A car insurer may, for instance,
enter a partnership with a dashboard camera provider to
reduce the former’s risk of insurance liability in case of an
accident. The provider then promotes a discount on dash-
board cameras for policyholders of the specific insurance
plan. The primary reason why providers make reference to
specific insurance plans, however, is when insurers have a
(near) monopoly position. The formerly compulsory and
state-owned automobile insurer in British Columbia (ICBC),
for instance, has a near monopoly over car insurance in this
Canadian state (Bird 2013). Several British Columbia-based
providers, such as car repair companies, lawyers, physio-
therapists, acupuncturist and counselors, therefore habitually
refer specifically to ‘ICBC coverage’ options in their IBM.
An example from a concussion clinic from Victoria, British
Columbia:

ICBC has made some exciting changes to accident
benefits. Most services for accidents happening after
April 1st 2019 are now pre-approved—meaning you
can access them without a referral and the full cost is
covered for up to 12 weeks.’

Service appeal

Besides insurer appeals, IBM can vary in its service appeals.
In some cases, providers make reference to a full-service
handling of clients’ insurance claims, meaning that the pro-
vider will handle financial compensation directly with the
client’s insurer. Such full service appeals often hinge on the
notoriously labor-intensive reputation of filing insurance
claims, whereby the provider promises clients to relieve
them from this job. An example from a roof repair company
in Illinois, USA:

Insurance companies are large organizations. As such,
the amount of information and paperwork they gener-
ate can be impressive. Remember, we work on your
behalf and deal directly with your insurance company.
Accordingly, we will handle all necessary paperwork
and documentation they require. [...] Our office will
follow-up with the insurance company. We will invoice
them to release the final payment. Then, once we
receive final payment, the insurance claim process is
now complete.’

Besides full service, IBM appeals can span a broad
range of service levels, from full to minimal. There can, for

3 http://concussion.talltreehealth.ca/icbe.
5 https://abcroof.net/insurance-claim-process/.

¥

instance, be a pledge to assist clients in the process of filing
insurance claims, although final settlement will need to take
place between the client and the insurer. More at the other
end of the continuum, the service appeal can be limited to
a promise to ‘advise’ the client with their insurance claims,
as in the following example of a Finnish marine engineering
company:

We may also advise on insurance claims and commu-
nicate with classification societies.’

Study of IBM in two business areas

A study of IBM in two business areas will now be presented
that provides further insight into the prevalence of IBM in
different countries across the world. The two business areas
in question are windshield repairs and flu vaccinations,
respectively. As well, the study endeavors to establish the
use of different insurer and service appeals across the two
business areas and countries.

IBM for windshield repairs

The first study targeted windshield repairs, a market that
arose some forty years ago when cost-effective technologies
were developed for removing air in damaged windshields
and replacing it with a resin (Shuh 2019). The current-day
market for windshield repairs is one of the intense competi-
tions between providers (Market Research Engine 2018).
Since the repair of windshield chips and cracks is covered
by many car insurance plans, it is also a suitable market for
IBM.

Method

The study of IBM for windshield repairs was based on an
analysis of 75 English-language providers’ websites. This
selection of websites is not to suggest that IBM occurs
merely through online media. However, if IBM occurs in
other media channels, then this will very likely be repro-
duced on the providers’ websites.

The selection of the providers was motivated by a ‘most
different systems approach’ (Rossler 2013), meaning that
providers were chosen from five different countries from
five different continents and from different provider mar-
kets, with the aim to optimally test the assumption that IBM
occurs across global, national and local contexts. The five

7 https://www.wartsila.com/services-catalogue/seals-bearings-servi
ces/wartsila-shaft-line-repair-services.
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Table 1 Windshield repair providers per country using IBM

Country” X2(df =4,
- ; , N=75)
Australia England Gulf region South Africa USA
n (%) n (%) n (%) n (%) n (%)
Insurance coverage options 11 (73.3%) 13 (86.7%) 5(33.3%) 10 (66.7%) 12 (80.0%) 11.89%*
Full-service appeals 4(26.7%) 8 (53.3%) 3 (20.0%) 3 (20.0%) 7 (46.7%) 6.60

*p<.05
dN=15 providers per country

countries from which providers were chosen were Australia,
England,8 the Gulf region,9 South Africa and USA, with 15
providers per country each.

To ensure variation in the selection of providers within
countries, first five provinces/states per country were ran-
domly selected and thereafter three providers per province/
state. Because chain providers’ marketing tend to have a
more uniform character than independent providers, six of
the selected providers per country (40%) furthermore were
always chain providers, meaning that the provider was part
of a group of windshield repair providers sharing the same
brand name and website. The other nine providers per coun-
try (60%) were independent providers. Differences might
also arise due to providers operating in a more rural versus
metropolitan context, and that is why one of the windshield
repair providers per province/state was always based in
the province/state’s largest city, while the other two pro-
viders were based in smaller cities or towns from the same
province/state.'°

Findings

A majority of 51 out of the 75 windshield repair provid-
ers in the sample (68.0%) across countries were found to
refer to insurance coverage options for windshield repairs.
Table 1 (top row) shows that the share of windshield repair
providers referring to insurance coverage options was at least
two-thirds in four of the five countries, with the exception
is the Gulf region where reference to insurance coverage
appeared somewhat more limited to around a third of wind-
shield repair providers.

Twenty-five windshield repair providers in the sample
(33.3%) furthermore offered clients a full-service handling
of the insurance claim process. Table 1 (bottom row) shows
that the offer to handle the insurance process on the client’s

8 Not including Scotland, Wales and Northern Ireland.

9 Countries included were: Kuwait, Oman, Qatar and the United
Arab Emirates.

10 This proved not possible for the Gulf region, where suppliers in
almost all cases were based in the capitals and/or major cities.

behalf was used by a minimum of one-fifth of the windshield
repair providers per country and by up to half of the provid-
ers in England and the USA. Furthermore, all windshield
repair providers without exception made use of generic
insurance appeals rather than mentioning any specific car
insurance plan that would cover the costs.

Chain providers seemed slightly more likely (75.9%) than
independent providers (63.0%) to refer to insurance cover-
age options for the windshield repairs and also somewhat
more likely to offer a full-service handling of the insurance
claim process (41.4%) than independent supplies (28.3%).
Chi-squared tests, however, were not significant X2 df=1,
N=75)=1.34, p=0.25 and X? (df=1, N=75)=1.38,
p=0.24, respectively). Finally, the use of IBM proved inde-
pendent from whether providers were based in the largest
cities or smaller cities and towns (X> (df=1,N=75)=0.024,
p=0.88).

IBM for flu vaccination

The second study focused on IBM for flu vaccination, i.e.,
immunization against influenza viruses. Flu vaccinations
were first applied on an extensive scale among American
soldiers during World War II (Stern and Markel 2005) and
are nowadays widely regarded as the preferred method to
prevent possible severe outcomes from influenza (WHO
2012).

Insurance coverage options for flu vaccinations vary per
country. Many middle- and high-income countries, such as
Australia, the UK and the United Arab Emirates, have gov-
ernmental funding programs for flu vaccination in place.
These programs typically cover the costs of flu vaccination
for certain citizen groups, notably pregnant women, senior
citizens and people with chronic medical conditions such as
HIV or diabetes. In other countries such as South Africa and
the USA, clients’ health insurance plans may cover the costs
for flu vaccination. This allows providers of flu vaccinations
to use these coverage arrangements as a basis for IBM.
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Table 2 Flu vaccination providers per country using IBM

Country? X2(df =4, N=175)
Australia England Gulf region South Africa USA
n (%) n (%) n (%) n (%) n (%)

Insurance coverage options 9 (60.0%) 11 (73.3%) 0(0%) 3 (20.0%) 7 (46.7%) 22.22%

Specific insurer appeals 7 (46.7%) 10 (66.7%) 0 (0%) 1(6.7%) 1(6.7%) 12.83*

*p <.05; #*% p<.001

%n=15 providers per country

Method

The selection of providers for the study of IBM for flu vacci-
nation was exactly similar to the study into windshield repair
providers. Thus, the study was based on 75 English-language
flu vaccination providers from the same five countries and
selected on the basis of the same criteria as the study into
windshield repairs.

Findings

Thirty out of the 75 flu vaccination providers in the sample
(40.0%) were found to refer to coverage options. Table 2 (top
row) shows differences between countries: England tops the
list with more than 70 percent of the providers highlighting
the insurance coverage options, followed by Australia and
the USA. Reference to coverage options for flu vaccination,
on the other hand, was scarcer for providers from South
Africa, while it was absent in the Gulf region, although flu
vaccination is covered by several medical aid schemes in
South Africa (Malherbe 2018) and by a governmental vac-
cination program for native Emiratis and vulnerable groups
in the United Arab Emirates (Haziq 2019).

The bottom row in Table 2 shows that all English pro-
viders except one referred to a specific coverage scheme.
This was always the British National Health Service (NHS),
which covers the costs of flu vaccination for British citizens
vulnerable to complications from influenza, such as senior
citizens and people with chronic conditions, although a pre-
scription charge may apply for those on a higher income.
Australia proved largely similar to England, with most pro-
viders specifically referring to the Australian Governmen-
tal Immunization Programme (GIP) that covers the costs
for vulnerable citizen groups. Flu vaccination in the USA,
on the other hand, is mostly covered by individual citizens’
health insurance plans (Galewitz 2019). As shown in Table 2
bottom row, US flu vaccination providers therefore tended to
use generic insurer appeals stating that clients’ health insur-
ance plans in general may cover the expense. No provider
in the sample of flu vaccination providers explained their
service level in handling the coverage claim.

¥

Chain providers seemed slightly more likely (45.2%) than
independent providers (36.40%) to refer to insurance cover-
age, but the Chi-squared test was not significant (X* (df=1,
N=175)=0.59, p=0.44). Also, reference to insurance cover-
age proved independent from whether providers were based
in large cities or rural areas (x? (df=1, N=75)=0.013,
p=0.91).

Conclusion

A study into two IBM business areas was carried out to
provide first insight into the prevalence of IBM on an inter-
national scale. These study of these two business areas sug-
gests, first, that IBM for windshield repairs and flu vacci-
nation is a widespread phenomenon that significant shares
of providers across the world engage in. This conclusion
proved unequivocal for Australia, England and the USA,
while it was somewhat more mixed for the Gulf region and
South Africa. Conclusions regarding the latter two coun-
tries/regions therefore must be taken with some caution,
also since English-language provider websites may not be
representative for all providers from these countries. Eng-
lish however is a widely used advertising language in both
South Africa and the United Arab Emirates, even when tar-
get audiences are local (Kamwangamalu 2008; Nickerson
and Camiciottoli 2013). The more mixed findings for the
latter two countries/regions thereby suggest that national
factors are playing a role in the prevalence of IBM, be they
economic, cultural, religious or otherwise. For instance, res-
ervations over the compatibility of marketing with Islamic
values (Zarrad and Debabi 2015) may have a dampening
effect on the use of IBM in the Gulf region.

The share of providers engaging in IBM for windshield
repair proved somewhat higher than for flu vaccination pro-
viders in all countries. This likely reflects a long-standing
reservation among health professionals toward marketing
practices, more than among providers of other types of
services such as the automotive industry. This reservation
was formulated by Pellegrino (1999) as ‘health is a human
good that a good society has an obligation to protect from
the market ethos’ (p. 243). Many countries, for instance,
strictly regulate the marketing of healthcare products such
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as prescription medicine (Ortiz and Rosenthal 2019; Zwier
2014). At the same time, it should be noted that the preva-
lence of IBM for flu vaccination proved far from negligible
in the present study.

Besides the conclusion that IBM is a widespread phenom-
enon, the study further showed that the particular appeals
used are shaped by characteristics of the relevant mar-
kets. There are many different car insurers on nearly every
national market (Market Research Engine 2018), which
explains why windshield repair providers use generic insurer
appeals to engage as many potential clients as possible. Flu
vaccination coverage, on the other hand, is often dominated
by public insurance plans (Houle et al. 2019). Providers
often name this specific plan, likely to enhance perceived
eligibility among potential clients. In a similar vein, full-
service handling of clients’ insurance claims is not so much
customary in the automotive market that providers will not
boast it when they have it in place. Flu vaccination provid-
ers, on the other hand, tend to omit issues of claim handling,
likely because full service is a rather common practice in
health care provision that clients will not perceive as a spe-
cial opportunity.

Ethical considerations

Is IBM a fair practice? On the one hand, IBM educates
insurance policyholders about their rights in return for insur-
ance premium payments. Research clearly shows that most
people have limited knowledge of the rights and obligations
that come with insurance arrangements (Kim et al. 2013).
This has been shown to have negative effects on people,
such as avoidance of aid owing to fear of the expected costs
(Kim et al. 2013; Tipirneni et al. 2018; Zhao et al. 2019).
IBM can thus help to mitigate these concerns, which is espe-
cially relevant for groups in society suffering from financial
hardships.

The argument that IBM can educate consumers reflects
one side of a long-standing debate over whether marketing
and advertising can inform the public or whether the persua-
sive intent inevitably compromises the information provision
(e.g., Calfee and Ringold 1994; Pollay 1986; Steiner 1976).
For instance, where proponents of prescription drug market-
ing argue that it enables patients to make better informed
choices about their treatment (e.g., Bonaccorso and Stur-
chio 2002), opponents claim that prescription drug adver-
tisements render a biased picture of the advantages versus
drawbacks of the marketed drugs, leading to overall negative
effects on patients (e.g., Frosch et al. 2007). In a similar
vein, though IBM can educate people about their rights for
insurance compensation, there are obvious limitations to the
information provision. IBM, for instance, does not inform

policyholders about the risks of heightened insurance rates
after filing an insurance claim. Also, while IBM suggests
that the coverage is somehow unique to the provider’s prod-
ucts or services, clients can nearly always obtain coverage
for comparable or perhaps higher-quality products or ser-
vices from other providers.

A general concern surrounding IBM is that it is likely
to drive up insurance rates due to increased ‘moral haz-
ard.” In the insurance literature, moral hazard refers to the
increased propensity to take risks, as well as the increased
use of compensation for damage or losses, when these are
covered by insurance (e.g., Pauly 1986; Shavell 1979).
Healthcare utilization, for instance, goes up when health
insurance is extended (Buchmueller et al. 2005), and people
are also more likely to seek legal advice when they are on
legal expenses insurance (Van Velthoven and Klein Haarhuis
2011). Balafoutas et al. (2017) have shown that providers are
among the drivers of moral hazard as they tend to expand
their supply when clients’ expenses are covered by a third
party, a phenomenon labeled ‘second-degree moral hazard’
by these authors. IBM can be regarded as a manifestation of
such second-degree moral hazard in encouraging clients to
utilize insured products and services, which inevitably leads
to higher premiums for all.

Conclusion and managerial implications

This paper introduced IBM as a prevalent marketing strategy
in diverse industries and across countries. The present con-
cluding section discusses some of the theoretical and mana-
gerial implications of the recognition of IBM. First, from a
theoretical point of view, the present analysis suggests that
uncertainty in the relationship between consumers and pro-
viders forms an especially fertile ground for third parties’
marketing initiatives broadly. In case of IBM, this concerns
uncertainty among insurance policyholders regarding the
precise conditions under which insurers’ coverage applies.
This lends room to product and service providers as a third
party to strategically frame the insurers’ message in a direc-
tion aligning with the provider’s goals. In other cases, such
as direct-to-consumer marketing of prescription medicine
(Donohue et al. 2007; Wilkes et al. 2000), the fertile ground
for marketing initiatives concerns uncertainty over agency
in the physician—patient relationship. This ambiguity cre-
ates an opportunity for pharmaceutical companies as a third
party to strategically frame their drugs as being available to
patients upon request to their physician. At the same time,
our analysis of third-party marketing initiatives as rooted in
uncertainty in the relationship between consumers and insur-
ers, points to certain boundary conditions. These bounda-
ries seem to lie in those insurance services that people have
grown accustomed to or take for granted. Few people will,

¥
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for example, regard insurance coverage of bone fractures or
firefighting services as a special opportunity. Extra services,
such as physical therapy after a bone fracture or fire preven-
tion consultancy, may, on the other hand, be more viably
framed as ‘special opportunities,” even when they are just
as much part of the conventional insurance package as core
services.

Managerial implications

Diverse kinds of stakeholders may find value in thinking
through their options to include IBM in their marketing mix.
This concerns providers of products and services that are
typically covered by private insurance plans. Besides pri-
vate insurance plans, this also includes organizations offer-
ing products or services covered by public funding schemes.
An example are schools that can strengthen their competi-
tive advantage through IBM for those programs they can
offer their students through state or local government aid.
Second, recognition of and insight into IBM as a prevalent
marketing strategy can motivate management of insurance
providers to further position themselves toward a practice
that puts insurers in an essentially passive, yet funding role.
Insurers’ attitudes toward IBM are presently unknown. A
well-disposed attitude, however, does not seem likely, given
the increased risk of moral hazard through IBM. Car insur-
ers, for instance, have allegedly referred to windshield repair
providers’ IBM practices as a ‘plague to insurers’ (Wilson
2019), while health insurers in Europe have considered legal
action against eyewear companies for driving up their costs
through IBM (Hotse Smit 2016). Individual insure compa-
nies might be more positively inclined toward IBM practices
that stress the unique opportunities of their own insurance
plans. Even in these cases, insurers may however prefer to
keep the marketing of their unique benefits into their own
hands, rather than seeing them appropriated by third-party
product and service providers.
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