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The history of insurance is in the making and the pandemic is the ultimate proof of
resilience.This book provides insights on a wide-ranging current debate about how insurers
leverage the industry's standing, how they adapt to new challenges, and how the market's top
players seize the opportunity to innovate and generate value.* Note for readers: The second
Edition for this book it was released only in the Kindle version and it's related to font size and
color fixing, since there were errore after parsing the previous file . No content variations have
been made.
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Insurance& Insurtech- An Evolutionary Map -COPYRIGHTCopyright 2021 by Florian Nagy. All
rights reservedThis goes to my brilliant, inspiring partner in life, N.ABSTRACTThis book
provides insights on a wide-ranging current debate about how insurers leverage the industry's
standing, how they adapt to new challenges, and how the market's top players seize the
opportunity and innovate to generate value.Although the insurance sector may appear to be
reluctant to change, the risk environment is evolving, pushing the industry to radical choices in
order to sustain the business.Extreme threats (whether related to climate, terrorism, or an
unanticipated epidemic), the advance of technology and innovation and the expansion of
ecosystems all present insurers with huge opportunities and challenges.In this environment,
certain carriers are thriving. Market shapers have grown, but they've also worked out how to do
things differently, ensuring long-term viability and distinguishing themselves from their
competitors.Then there's the new Insurtech wave, which is fuelling the expansion.Since 2010,
Insurtech has attracted US$7 billion in investment, growing at a 10% annual compound growth
rate until at least 2020. Understanding the trends, drivers, and new technologies driving
Insurance's Digital Revolution is abusiness-critical objective for all growth-minded corporations.
Three out of four insurance companies believe that some area of their business is at risk
ofdisruption.Consumer behaviour and expectations have shifted because of the increasing
adoption of internet-enabled devices and digitalisation across all industries, particularly among
younger generations.The digital age has also made a huge amount of disparate data from
various sources and platforms readily available, which risk protection solution providers can
employ to expand the scope and frontiers of insurabilityInsurers will be able to better profile
customer clusters and partners as their value chain becomes more digitally connected, and they
will be able to adapt the offer dynamically.After decades in which insurance was either a legal
requirement or viewed as a luxury product based solely on one's wealth, education, and risk
awareness level, nowadays, thanks to technology, we are assisting in the market's
democratization: as innovative digital cover options for all consumers become more widely
available the relevant factors in purchasing decisions are mutating.Artificial intelligence (AI) will
be employed to connect with customers and achieve a better understanding of their needs, with
permanently available personalized virtual assistance.We are part of an historical paradigm shift:
from providing products to providing services. Insurers will be able to shift from a product-
focused sales approach to one that is more closely related to a customer's broader needs over
the course of their lifetime, with a stronger emphasis on the human experience.Insurers will go
beyond channel management to optimize interaction across a varied spectrum of client touch
points as new generations of systems bring unprecedented levels of proximity and influence on
customers. This will have effects for business structures, client interactions, and the types of
services provided by insurance.Risk pricing would become increasingly accurate as Big Data
and advanced models are more available. New underwriting and portfolio risk management
strategies will emerge when new threats emerge. Insurers will develop early- warning systems to
capture useful information that will help them minimize incident reports and streamline claim



processing. From the request for coverage to the claim, data-driven processes will reduce
friction and streamline the consumer insurance journey.As a result, digitalisation will aid in
improving both the customer experience and the efficiency of core-business specific
processes.Furthermore, digitization will allow for the creation of new data-driven business
models that will have an impact across the whole insurance value chain. Data access and the
ability to model hazards will be crucial.Other assets, such as key data supplier partners and the
know-how to develop customer insights, will provide true leverage. Insurers will have to choose
between being coverage providers and collaborating with and/or owning new lines of
business.By expanding the scope and affordability of insurance, technology could drive
anincremental sector transformation.Keywords: insurance democratization, tech insurance,
service beyond product, data-driven business model, incremental transformation, digital by
default, pandemic impactTable of ContentsABSTRACT1. Insurances Industry: A Quick
Overview2. Incumbents’ crisis2.1 Major weak points3. Insurtech Panorama3.1 A maturing
business environment.3.2 Complementarity to traditional business3.3 Distribution by sector3.4
Competition vs. Collaboration3.5 Patterns of digital interaction - directness, aggregation,
streamlining, transparency3.6 Ecosystems - integration, leverage, custom built3.7 Artificial
intelligence3.8 Item insurance - Insurance-as-a-Service3.9 Innovative ways to engage the
customer3.10 Automated claims processing4. Value chain evolution4.1 Products -
simplification is the key4.2 Distribution - omnichannel, phygital4.3 Pricing and underwriting -
RPA and AI for the most common tasks4.4 Policy issuance and service - paperless by default,
automated service centre4.5 Information technology - flexible, scalable, adaptive, innovative5.
New Business Models5.1 From Managing Policies to Managing Risks5.2 ClaimsTech – Claims
transformational model5.3 Inventing new markets and targeting new customer’s5.4 Behavioural
Policy Design. Modular products.5.5 Insurtech and Customer Relationship6. Roadmap - set
goals, adapt, build resilience7. Pandemic and post-pandemic challenges7.1 The
unprecedented Covid-19 case7.2 Managing potential future pandemic risks8. The Future of
insurance8.1 Customized, tailored products and services8.2. AI & RPA8.3. Advanced
Analytics & Proactiveness8.4. Insurtech Partnerships8.5. Mainstreaming Blockchain. The
Smart Insurance8.6 Cryptocurrencies based policies8.7 Surge in health and wellness
services8.8 Environmental, Social, and Governance (ESG) Factors8.9 Phygital Customer
Journeys8.10 Niche products expansion8.11 On-demand Insurance9. What is the upcoming
role of the insurance industry9.1 Face-up digitalization’s challenges9.2 Build long-term
resilience9.3 Source capability for evolution, adaptation, integrationREFERENCES1.
Insurances Industry: A Quick OverviewAlthough the Covid-19 health emergency and its
economic consequences, the global insurance sector, including both life and non-life classes of
business, remains stable in 2020.According to Swiss Re's Sigma analysis, the overall amount of
premiums would be $6 287 billion in 2020, up from $6 284 billion the previous year.Only the
markets of North America, Asia-Pacific, and the Middle East have seen premiums rise slightly,
with growth figures ranging from 2% to 1.3 percent. Over the past year, premiums in the other



regions, notably Europe, Africa, and Latin America-Caribbean, have decreased by 3%, 10%,
and 16 percent, respectively.[3][6]Property & Casualty remain the historical driving force.[6]
[31]Source: McKinseyP&CProperty-and-casualty (P&C) insurance increased its market share to
31% of global premiums in 2019, up 4.7 percent from 2018.Motor insurance, which accounted
for 45 percent of worldwide P&C premiums in 2019, continued to fuel the P&C industry's overall
growth.HealthHealth insurance remains the fastest-growing segment, with growth of 6.9% and
5.9% in 2018 and 2019, respectively, and accounting for nearly 26% of worldwide insurance
premiums in 2019.LifeLife insurance accounted for 45 percent of global premiums in 2019, up
4.4 percent from the previous year, which is consistent with recent years' rise. In 2019, global life
insurance gross premiums climbed at a steady 4%, following the trend from 2017 and
2018.2020 Pandemic impact by sectorIn 2020, global gross written premiums in Life (excluding
Health) and Property & Casualty (P&C) insurance declined by -2.1 percent. This was roughly
twice the pace of decline seen following the Great Financial Crisis (GFC) in 2009, but it was less
severe than expected. The P&C industry, which recorded a little increase of+1.1 percent in
premium income last year, was mostly responsible for keeping the ship afloat.The resilience of
this non-Life business is primarily due to digitalization and the efficient and smooth digital
processes in both sales and operations. The life sciences industry, which is prone to increased
complexity and advice- intensive goods, did not benefit as much from digitization, with a 4.1
percent reduction in revenue.Life, on the other hand, had a worse year in 2020. Life insurance
premiums increased by only 2.4 percent globally over the recent decade, half as fast as the
decade before. The major reason for this was the low interest environment that emerged in the
aftermath of the Great Recession. In the 2010s, Western Europe, the largest Life market, was
particularly hard hit, with premiums barely rising by 0.6 percent per year.[6][49]The distribution
channels - direct sales insurgeWhile insurance distribution trends vary by region and product,
the business has long been dominated by an in-person sales staff of agents and brokers. Direct
sales, on the other hand, has grown rapidly in recent years, and in some locations, direct players
are outperforming the market. Insurtechs are becoming increasingly popular, particularly in
marketing and distribution.In the previous ten years, agents and banks have dominated global
life insurance distribution, with bancassurance and brokers playing a smaller but still significant
role.The share of premiums paid to agents and branches climbed slightly, at the expense of the
other major channels, although the split remained reasonably steady.Direct channel penetration,
which includes premiums generated at insurance company headquarters (but not through
brokers or agents) as well as telephone and internet sales, remained low at 6 to 7% of total
premiums.The direct channel had a somewhat higher penetration of 10 to 11 percent in P&C
during the same period. Brokers, on the other hand, continued to dominate global P&C
distribution, and their share of the market grew over time, displacing agents and
branches.Bancassurance played a minor role at the time, accounting for only 2% of P&C
insurance distribution.[31][52]2. Incumbents’ crisisThe insurance sector has a
reputation for being difficult to understand and slow to move. Despite this, the insurance industry



is one of the largest in the world, with annual revenues topping $6 trillion, as mentioned above.It
benefits individuals, small businesses, large corporations, charitable organizations, and even
governments because it provides financial protectionand risk mitigation. Property and casualty
(P&C) insurance is one of the few industries that has been unscathed by technological
disruption, accounting for$1.6 trillion in premiums (about one-third of the entire industry).In fact,
while technology and innovation are revolutionizing entire industries, P&C has remained mostly
unchanged. Ignoring the fact that more than a quarter of the industry's most qualified
professionals are on the verge of retirement, industry growth is slow or even negative in several
developed markets, valuations are generally lower than adjacent financial-services industries
such as banking and asset management, and fresh talent acquisition isn't emphasized.
Furthermore, despite advances in worker productivity, overall cost performance has remained
stagnant over the last 15 years.The P&C industry's current operating model faces problems and
risks losing economic relevance in the light of current and emerging improvements in fintech and
digital distribution. In terms of total productivity, the automotive, telecommunications, and
finance industries all outcompete the P&C sector.Additionally, the fast-shifting risk landscape is
generating a spate of new and emerging risks, such as cyber, climate change, pandemics, and
intangible assets, and most are underinsured.This shift leaves significant coverage gaps for
P&C insurers, but it also opens opportunities for them to innovate, provide more comprehensive
services to clients, and capture value across an increasingly sophisticated traditional valuechain
impacted by B2B2C, alternative capital, and direct sales.Finally, the ESG trend pushes the
industry to take the initiative to promote a clear strategy.[1][2][3]2.1 Major weak
pointsRob Galbraith (“The End of Insurance as we know it”) [7] identifies seven weaknesses in
the value proposition that he calls “the 7 fatal flaws”The insurance products overall tend to
be:1. Too expensive (the customer is charged with the inefficiencies of the process)2. Too
confusing (as a matter of fact, the insurance contracts are a puzzlefor the average customer)3.
Too easy to trick the process4. Cash drain5. Doesn’t cover everything6. Doesn’t cover
anyone7. Doesn’t cover all potential risksThe high cost of insurance, which is largely due to
excessive expenses, presents an opportunity for the agile traditional insurers, reinsurers,
technology corporations, insurtech start-ups, and non-traditional competitors.Process
improvements and cost savings can be achieved using cutting-edge technology to lower insurer
costs.A new paradigm could arise that can provide a similar level of risk transfer (downside
protection) without the waste that currently plagues the insurance ecosystem.[7]To take
advantage and minimize the risks, the industry must understand the need for digital
transformation. It's a major undertaking that affects every element of the company's operations,
and there's no rule book to ensure a smooth ride. This is still unknown territory because no one
in the insurance sector has completed a transformation, which may take a decade (according to
McKinsey).Traditional insurers are risk conservative due to their cultural legacy. They realize they
must change, but they must do so in the safest manner possible.The struggle to attract new
digital profiles and the cost to build loyalty and align them with the core business must be kept



up, as must the balance between reducing cost and development strategies, the tendency to
assertively adopt any new innovative new technology and the acumen to pick the most
impactful, the constraint to deal with core legacy systems and the temptation to rip out and build
from scratch.For example, in the last 15 years, the P&C insurance industry's cost structure has
not significantly improved. Between 2004 and 2017, the administrative cost per policy in the
major EU markets (Germany, the United Kingdom, and Italy) stayed basically unchanged,
although it grew by 34% in the United States.Several other industries, though, have progressed
considerably. Economies of scale, cost pressure from competition, and the execution ofmassive
cost reduction efforts are all the consequence of market consolidation.[10][13][28]3.
Insurtech PanoramaIn the insurance industry, there are some new digital players. These self-
named "insurtechs" are technology-driven insurance companies, are using new technologies to
deliver coverage to a more digitally savvy customer base.The new rising market was state
backed by lowering, in some locations, the regulatory barriers.In Australia, Singapore, and the
United Kingdom, for example, insurtechs have been encouraged to test their new business
methods on specific customergroups without having to conform to the full regulatory frameworks
thatapply to incumbents.Emerging business owners understand that they have two options.
They can either become disruptive by diverging of their more mature counterparts, or they can
converge and collaborate with them. Authentic values, principles, and beliefs are necessary to
support small teams of hand-picked and extraordinary individuals working for a single vision,
aim, and goal, regardless of the competitive approach adopted.In order to generate low-cost,
high-precision solutions that propel their organizations into the twenty-first century, incumbent
players, like their younger market competitors, are learning to restructure their operations to
accommodate easily disruptive achievements and lean processes.They'll seek out and promote
ideas and goods that will help them grow, differentiate themselves, and get a competitive edge.
They must, however, be willing to learn from the struggles of those young founders, and
remember that, in uncertain times, seeking win-win arrangements with those younger players
can yield significant benefits.[1][25]3.1 A maturing business environment.According to
McKinsey research [1], more than $10 billion has been invested in insurtech since 2012. While
investment has slowed in recent years, three major themes have emerged that demonstrate how
the insurtech business has evolved through time:● Diversification● Professionalization●
Collaboration.DiversificationProperty and casualty (P&C) and distribution were the first areas
where insurtechs focused. Diversification highlights the fact that today's insurtechs are creating
digital solutions that span the whole corporate value chain as well as all fields of business. This
expands the range of options for integrating into existing business
models.ProfessionalizationProfessionalization, the second trend, is usually associated with
maturity. Insurtechs must stay on top of new rules and regulations in order to succeed in the
increasingly complex insurance sector. Companies ready to take large risks create innovation,
but it also takes patience, careful planning, and a sound go- to-market
strategy.CollaborationThis brings us to the third and last trend: collaboration. Currently, less than



10% of insurtechs are attempting to disrupt the entire business model, while over two-thirds are
focusing on specific parts of the value chain [2], with the goal of significantly integrating with
incumbent insurers. The question isn't so much "insurtech vs. traditional insurer," but rather how
the two can collaborate to provide meaningful benefit to customers.These three factors, taken
together, set the stage for a new business paradigm in which insurtechs and carriers collaborate
closely to drive the sector's digital transformation.3.2 Complementarity to traditional
businessStrengthsMany incumbents benefit from their well-known brands, which have created
solid reputations over decades of client service. This loyal client base has also generated a large
amount of data that may be used to shape strategy and user interaction. Strong teams of
experienced, talented people provide incumbents with a solid operating base, from underwriters
to claims agents. Furthermore, incumbent carriers' size helps them to grow into new markets,
make strategic bets, and financially support the launch of innovative goods and services.New
skillsInsurtechs are mostly start-ups built with uncomplicated robust business models and
narrow focus areas, covering everything that goes from AI and machine learning to top of the
notch data-analytics expertise.[31]As a result, they're more likely to have an agile culture that
fosters and rewards innovation, as well as a mindset that puts them ahead of the curve when it
comes to industry changes.The complementarity between incumbents and insurtechs is easy to
spot. However, there remains a difficult phase to overcome identifying the right spot where
collaboration works best—and then putting it into reality.There are ways to make collaboration
easier, even if it demands a conceptual switch. Through standardized application programming
interfaces (APIs), which many insurtechs provide, traditional insurers employing open platforms,
for example, are making it easier to integrate new digital solutions.Insurtechs will operate as
digital facilitators, encouraging the use of digital technology across the value chain to help
speed the digital transformation route, with incumbents holding control of the end customer.
Early adopters who understand the value of digitization are more likely to profit from both
sides.Value Proposition- Growth and Cost ReductionThe figure below shows the primary value
proposition per insurtech according to the McKinsey Panorama database [31] highlighting the
insurtechs' market strategy:● 40% of insurtech have a major value proposition centred on
discovering new methods to expand, such as through offering new products or services or
entering new markets● 22% are essentially focused on reducing acquisition costs by enabling
clients with a digital interface and adopting a direct model.● The remaining insurtechs have
structured their value propositions on using digital and leaner procedures to reduce costs for
policy administration, claims management, and other services.Use casesBIMA
bimamobile.comBIMA is one successful example in terms of finding new ways of growing by
venturing into untapped markets and addressing uninsured/underinsured customer needs.BIMA
is a Swedish mobile microinsurer that specializes in small-ticket insurance in emerging markets
with significant mobile penetration but limited insurance coverage.BIMA has grown steadily
since its launch in 2011 by providing insurance through mobile subscription in target markets.It
now has 20 million subscribers in 15 countries across Africa, Asia, and Latin America, mostly



serving those living on less than $10 per day with pay-as- you- go insurance and mobile health
services.Slice slice.isSlice, an insurtech that provides coverage for Airbnb rentals, is another
example of an insurtech seeking new methods to develop. Slice fills a previously unmet, but
growing demand for coverage in the sharing economy.InShared InShared.nlInShared is one
great example of combining the focus on lowering operatingcosts through digital and lean
operating models with significant growth in a difficult saturated market (Netherlands) while
keeping staff and costs to a minimum.The insurer sets itself apart by paying an annual
compensation if customers claim less damage than they have incurred. In 2009, 8% was paid,
6% in 2010, and there was no annual remuneration in 2011. In 2011, more claims were paid
than premium received, and there was no yearly remuneration. The insurance only keeps 20% of
the profits to run the company.
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