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Executive Summary:  
 
“In the time it took the music industry to go from vinyl to tape to CD, through piracy, downloads 
and on to today’s streaming services — insurance added questions to forms and put them on 
websites.”1 
 -Rafael Aldon 
 
  In an industry which is founded in part on the premise that the path to profits lies in being 
conservative, and in which business is conducted in a process that still resembles the infamous 
underwriting of ship cargos in the 1400s in Italy, even insurance players most resistant to change 
must today face the facts that the industry must evolve the systems and technology currently applied 
to the business of insuring risk. The gap between firms with leading-edge technology and those 
without it is widening. The technological landscape is constantly escalating to dynamically embrace 
client needs and experience, and the insurance industry is not immune to these advancements. 
  Policyholders have a significant position in the technological advancements that have an 
impact on the insurance industry. Although the E&S market continues to quickly respond to new 
risks at the cutting-edge of technology and business, there has been no radical shift in risk or 
insurability. However, that day is rapidly approaching with the progress of telematics, Internet of 
Things (IoT), autonomous vehicles, disruptors like Tesla selling insurance directly to consumers, and 
the increasing use of drones and satellite imagery in underwriting, loss control, and claim 
inspections. What remains to be seen is how this will impact the surplus lines industry – what will 
happen when liability is largely shifted to manufacturers and away from individual companies in a 
historically heavily-E&S class like trucking? Can the adoption of advanced technology by insureds so 
dramatically improve their insurability that over time entire industries of what are today considered 
difficult-to-place risks take themselves out of the E&S market and into standard markets? 
  The trend is clearly toward transactions moving online for firms in the distribution space, as 
well as carriers. Nowhere is that clearer than the modernization of how business is done at Lloyd’s 
of London, the historic specialist market, where a goal of moving 80 percent of transactions online 
was set for quarter 1 in 2020.2 With Lloyd’s investing more and more in their PPL (electronic placing 
platform), surely the rest of the world’s insurance industry will be forced to catch up. However, just 
adopting new or better agency management systems that reduce data entry or improve turnaround 
time by a few days is table stakes at this point. The true competitive advantage will be for those 
brokers, MGAs, etc. who are able to add value to the transaction through some unique offering – 
best-in-class risk benchmarking based on big data sets, distribution models partnered with 
companies outside the insurance channel, etc. 
  Alongside the distribution channel, carriers are also a frequent target of speculation in the 
industry trade publications regarding how the business model will or needs to change. While it is 
true that the underlying nature of assuming risk in exchange for a premium is unlikely to undergo a 
significant change, there are many aspects of a carrier’s operations that are ripe for technological 
transformation. By this point, even if it isn’t in their budget for the coming year, nearly all smaller 
specialty carriers must at least have an idea about where in their technology roadmap they need to 
slot things like robotics process automation (RPA) to streamline service or claims, use of drones or 

 
1 Aldon, R. “Can Insurtech Reach Escape Velocity?” InsuranceThoughtLeadership.com. September 12, 2019. 
http://insurancethoughtleadership.com/can-insurtech-reach-escape-velocity/  
2 Luke Gallin, Reinsurance, News, 29th January 2019. https://www.reinsurancene.ws/lloyds-mandates-electronic-
placement-for-80-of-risks-bound/  

http://insurancethoughtleadership.com/can-insurtech-reach-escape-velocity/
https://www.reinsurancene.ws/lloyds-mandates-electronic-placement-for-80-of-risks-bound/
https://www.reinsurancene.ws/lloyds-mandates-electronic-placement-for-80-of-risks-bound/
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hiring of drone vendors for loss control or claim investigations, and machine learning or AI for 
everything from fraud detection to pricing. Some carriers may even be looking at how technology 
can improve risk selection and underwriting results in the face of recent years of catastrophe losses 
driven by extreme weather events in nearly all parts of the country. Maybe the largest change to be 
seen is that the would-be disrupters of the insurance industry are talking less about “killing” the 
incumbents and are much more likely to be partnering with them. Couple this with the increases in 
corporate “intrapreneurs” and in-house innovation labs being set up by carriers, and it seems clear 
that carriers believe there are gains to be had that are bigger than incremental margin improvement 
on replacing legacy underwriting systems or automating processes – the game-changers will be in the 
form of technological advancements that are difficult to replicate due to some combination of talent, 
partnership, invested capital, and proprietary know-how that significantly widen the gap between the 
top-tier carriers and the next level down. 
  Reinsurers are also feeling the need to adopt technology. There have been rumblings of 
blockchain adoption through the creation of “smart contracts” (predefined events that automatically 
trigger an action) to support reinsurance payments similar to the rise of parametric insurance in 
weather- and catastrophe-related uses. Though some of the carrier initiatives may have carry-over to 
reinsurers, to some degree they have their own needs for technology. Interesting developments in 
the space have included a recent reinsurance exchange that acts as a marketplace for brokering a 
reinsurance treaty – a case of disruption in both the reinsurance and the broker space. 
  Many firms are struggling to define and implement their technology roadmap as challenges 
increase. What once was cutting-edge in the evolution from paper and pencil to imaging, online 
software access, and website marketing is now being eclipsed by the next wave of technologies. 
Though not every venture has succeeded, new entrants to the industry armed with artificial 
intelligence chatbots or founded on a chassis of vehicle telematics have not largely failed as was 
widely predicted by some insurance insiders. And while we still have not seen a fully-committed 
approach to insurance from tech giants such as Amazon, Google, Facebook or others, the possibility 
still looms large. The widening technology gap is real and will undoubtedly leave the unprepared 
behind quickly and without warning. 
 

Implications:  
 

• LexisNexis notes that insurers are aware that they have to transition to a more digital 
experience to meet customers’ changing needs, but also have to maintain legacy systems and 
processes to service current policies.3 Five places are identified to meet new customer 
expectations, which particularly emphasize the necessity to focus on data quality: 1) Expand 
Automation Capabilities; 2) Take Advantage of Best Data Available; 3) Use Predictive 
Modeling Consistently; 4) Improve Customer Experience; 5) Embrace and Invest in 
Emerging Market Trends.4 

 
3 Howard, N. “Small Commercial Insurers Challenged to Digitalize.” Digital Insurance. February 6, 2019. 
https://www.dig-in.com/news/small-commercial-insurers-challenged-to-digitalize  
4 Howard, N. “Small Commercial Insurers Challenged to Digitalize.” Digital Insurance. February 6, 2019. 
https://www.dig-in.com/news/small-commercial-insurers-challenged-to-digitalize  

https://www.dig-in.com/news/small-commercial-insurers-challenged-to-digitalize
https://www.dig-in.com/news/small-commercial-insurers-challenged-to-digitalize
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• Technology could provide the means to address underserved market niches where small 
premium sizes have historically attracted little interest in the wholesale and surplus lines 
markets.5 

• Accenture reports that, broadly speaking, today’s workforce is trained for yesterday’s 
technology.6 Continual investment in technological training is needed to stay current, 
especially for the insurance industry which has a reputation for demographically skewing 
toward older workers. 

• Accenture reports that, “the current style of IT is not suited to constant and accelerating 
change … an[d] organizations need to evolve to approaches that are more experimental, 
agile, and resilient. This requires new ways of thinking, working and innovating, with a 
workforce that adapts to the relentless pace of change.”7 

• Companies require innovation teams and capital to focus on InsurTech challenges.8 

• Some consultants recommend building a team that balances tenured industry professionals 
with deep experience alongside newer team members who may be able to provide fresh 
perspectives and be less set in their way in terms of “we’ve always done it this way” thinking, 
as innovation teams look to solve their challenges.9 

• Initially thought to be best geared for back-office transformation, blockchain has begun to 
enter the mainstream insurance market in a big way – becoming  available from a major 
broker in April 2019 as a means of viewing and issuing certificates of insurance on-demand 
via a mobile app.10 

• The claims process has mostly not advanced from being paper processed and outdated, 
whereas the application of artificial intelligence (AI) via smart, “touchless” claims presents 
potential innovation for volume and reduction of human error.11 

 
COVID-19 Specific Implications 
 

• The adverse effects of COVID-19 were immediately identified in the insurtech marketplace 
as investors and insurers curtailed investments amid economic uncertainty and market 
volatility. During the first quarter of 2020, insurtech funding reached almost $760 million, a 
marked decline from almost $1.7 billion in the same period a year ago. On a month-by-
month basis, insurtech funding also declined as coronavirus angst accelerated — in January 
2020, nine startups raised about $450 million, declining to about $45 million (five startups) in 

 
5 Notaras, M. “10 Insuretech Predictions for 2019: XL Innovate.” Digital Insurance. December 5, 2018. 
https://www.dig-in.com/list/10-insurtech-predictions-for-2019-xl-innovate  
6 Violino, B. “Emerging Tech Adoption Hindered by Yesterday’s Systems and Skills.” Digital Insurance. January 9, 2019. 
https://www.dig-in.com/news/emerging-tech-adoption-hindered-by-yesterdays-systems-and-skills  
7 Violino, B. “Emerging Tech Adoption Hindered by Yesterday’s Systems and Skills.” Digital Insurance. January 9, 2019. 
https://www.dig-in.com/news/emerging-tech-adoption-hindered-by-yesterdays-systems-and-skills  
8 Williams, B. “So You Want to Work with Insuretechs?” Insurance Thought Leadership. February 6, 2019. 
http://insurancethoughtleadership.com/so-you-want-to-work-with-insurtechs/  
9 Williams, B. “So You Want to Work with Insuretechs?” Insurance Thought Leadership. February 6, 2019. 
http://insurancethoughtleadership.com/so-you-want-to-work-with-insurtechs/  
10 “Marsh to Begin Rollout of Proof of Insurance Blockchain Platform.” Marsh. April 25, 2019. 
https://www.marsh.com/us/media/proof-of-insurance-blockchain-platform.html  
11 Smith, C. “The Impact of Technology on the Insurance Industry.” KnowTechie. August 31, 2018. 
https://knowtechie.com/the- impact-of-technology-on-the-insurance-industry/  

https://www.dig-in.com/list/10-insurtech-predictions-for-2019-xl-innovate
https://www.dig-in.com/news/emerging-tech-adoption-hindered-by-yesterdays-systems-and-skills
https://www.dig-in.com/news/emerging-tech-adoption-hindered-by-yesterdays-systems-and-skills
http://insurancethoughtleadership.com/so-you-want-to-work-with-insurtechs/
http://insurancethoughtleadership.com/so-you-want-to-work-with-insurtechs/
https://www.marsh.com/us/media/proof-of-insurance-blockchain-platform.html
https://knowtechie.com/the-%20impact-of-technology-on-the-insurance-industry/
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March 2020. The bulk of funding — about 70% — was for US-based insurtechs, 20% for 
Europe-based insurtechs, and 10% for an Asia-based insurtech. During the period, Chinese 
firms were notably absent. While Chinese insurtechs do not have a huge quarterly presence 
generally, they usually receive a healthy amount of funding.12 

• Lloyd’s of London estimated that the 2020 underwriting losses covered by the industry will 
hit $107 billion in a broader economic assessment report on the impact of COVID-19 for 
the non-life insurance industry. These losses will certainly slow down future technological 
progress.13 

• One immediate challenge for businesses across sectors was to enable a mass transition to 
remote working as COVID-19 rapidly spread across the world. This was the first and most 
evident technological imperative created by the situation. In the insurance sector, the degree 
of challenge this represented varied quite widely between different carriers, wholesalers, and 
brokers. Some were in a better position than others to effect the change, due to a higher 
degree of experience with remote working among staff. For some companies, the task was 
much harder, especially for the ones which culture was against remote working. But for 
everyone, it was something that simply had to be accomplished.14 

 

Opportunities: 
 

• Newer businesses and startups both with access to funding and without the encumbrance of 
legacy systems have more agility to adapt to or launch newer technologies. 

• Fintech companies are broadening scope through investment and acquisition in the 
insurtech space.15 This presents opportunities for insurance firms interested in partnering 
with a company who can deliver a technical solution. 

• Insurtech in Asia has rapidly grown over the last few years, providing a potential model that 
global firms could follow – quickly innovate a) using new technology, b) in less-regulated 
areas before bringing the learnings home to apply in domestic, highly-regulated markets.16 

• AI and application program interface (API) 21 implementations can reduce human work and 
manual errors, particularly at the lower levels, and ultimately redefine a more efficient work 
structure. 

 
12 Forrester Contributor, “Insurtech Funding Roundup, Q1 2020”, Forbes, May 1, 2020. 
https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-
the-covid-19-induced-downturn-settles-in/#6a7681c1125c  
13 Elliot Smith, “Coronavirus will be the largest loss on record for insurers, Lloyd’s of London says” CNBC, May 14, 
2020. https://www.cnbc.com/2020/05/14/lloyds-of-london-coronavirus-will-be-largest-loss-on-record-for-
insurers.html  
14 Laura J Hay, “COVID-19 put insurers on the fast-track to technology adoption”, KPMG, May 20, 2020. 
https://home.kpmg/xx/en/home/insights/2020/04/covid-19-puts-insurers-on-fast-track-to-technology-adoption.html  
15 Notaras, M. “10 Insuretech Predictions for 2019: XL Innovate.” Digital Insurance. December 5, 2018. 
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-
Innovate-_-Digital-Insurance.pdf     
16 Notaras, M. “10 Insuretech Predictions for 2019: XL Innovate.” Digital Insurance. December 5, 2018. 
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-
Innovate-_-Digital-Insurance.pdf     

https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-the-covid-19-induced-downturn-settles-in/#6a7681c1125c
https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-the-covid-19-induced-downturn-settles-in/#6a7681c1125c
https://www.cnbc.com/2020/05/14/lloyds-of-london-coronavirus-will-be-largest-loss-on-record-for-insurers.html
https://www.cnbc.com/2020/05/14/lloyds-of-london-coronavirus-will-be-largest-loss-on-record-for-insurers.html
https://home.kpmg/xx/en/home/insights/2020/04/covid-19-puts-insurers-on-fast-track-to-technology-adoption.html
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
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• While early adopters of new technology may be able to successfully gain market share 
(traditional “first mover” advantage), some companies may choose to observe and be fast 
followers once a roadmap emerges. 

 
COVID-19 Specific Opportunities  
 

• The spread of COVID-19 has dramatically changed our world, upending everything from 
daily routines to where and how we can work. And while these changes have created a lot of 
uncertainty and speculation about the future. We are already seeing significant shifts in how 
we do business, and in some cases, an acceleration of change that has long been on the 
horizon. Mobile and digital adoption have been pushed to the forefront, even more so than 
they already were, creating a new normal for how business gets done across the economy.17 

• The current situation has significantly accelerated the opportunities of digital engagement 
and delivery for the insurance industry. A significant jump in the migration of customers 
from physical to digital is expected in the immediate future. The change in social and 
behavior patterns toward a more virtual engagement model, regardless of distance, will 
further boost this growth. The use of digital payment mechanisms and the omnipresence of 
smartphones will be factors in this growth.18 

• Self-service portals for policyholders are proving to be a game changer by providing a fast 
and easy way to connect and interact. These portals are built on intuitive and responsive 
design approaches and can be easily accessed through a web browser or mobile 
applications.19 

• Contactless drone inspections provide a key solution to the challenge of adjusting claims 
during a pandemic. 

• Loss control inspection companies have accelerated the implementation of self-inspection 
applications, where insureds complete many aspects of the inspection via an app on their 
phone or tablet, eliminating the need for a loss control inspector to visit a location or 
premises. 

 

Threats: 
 

• Tech giants like Amazon and Google continue to seek opportunities to generate revenue 
into the insurance market, finding their way into the insurance purchasing lifecycle through a 
related transaction. For example, Travelers has partnered with Amazon to bundle discounts 

 
17 NU Property Casualty 360, “COVID-19 supercharged insurance industry digital adoption”, May 11th, 2020. 
https://www.propertycasualty360.com/2020/05/11/covid-19-supercharged-insurance-industry-digital-
adoption/?slreturn=20200525044647  
18 Anjali Mahlorta, “Insurance industry will accelerate its digital journey post Covid-19”, ETBFSI.com, May 5th, 2020. 
https://bfsi.economictimes.indiatimes.com/blog/insurance-industry-will-accelerate-its-digital-journey-post-covid-
19/4235  
19 Lloyds’s New API Enhances and Simplifies Electronic Placement 
https://www.lloyds.com/news-and-risk-insight/press-releases/2020/06/lloyds-new-api-enhances-and-simplifies-
electronic-placement  

https://www.propertycasualty360.com/2020/05/11/covid-19-supercharged-insurance-industry-digital-adoption/?slreturn=20200525044647
https://www.propertycasualty360.com/2020/05/11/covid-19-supercharged-insurance-industry-digital-adoption/?slreturn=20200525044647
https://bfsi.economictimes.indiatimes.com/blog/insurance-industry-will-accelerate-its-digital-journey-post-covid-19/4235
https://bfsi.economictimes.indiatimes.com/blog/insurance-industry-will-accelerate-its-digital-journey-post-covid-19/4235
https://www.lloyds.com/news-and-risk-insight/press-releases/2020/06/lloyds-new-api-enhances-and-simplifies-electronic-placement
https://www.lloyds.com/news-and-risk-insight/press-releases/2020/06/lloyds-new-api-enhances-and-simplifies-electronic-placement


 
 

8 
 

on smart home product purchases20 and Credit Karma, a digital consumer service heavily 
involved in the vehicle purchase industry, provides 10 to 30 automobile insurance quotes 
from its credit monitoring website.21 Wholesalers may be less threatened by companies like 
this, as a result of their role as expert market navigators and difficult-to-place risks, but they 
are not immune to disruption. 

• Regulators and government officials are paying more attention to the increasing frequency of 
data breach events in the news. Insurance firms looking to partner with technology 
companies should perform due diligence on partnerships that have the potential to attract 
unwanted oversight or negative publicity based on their use of consumer information 
obtained through a third party. 

• Gaps in regulatory understanding threaten the adoption of new technology and rates of 
innovation. 

• Some market participants believe AI and machine learning (bots) will likely replace brokers 
and actuaries as algorithms of consumer practices will be used to price risk via precise 
underwriting calculations;22 although the potential competitive edge may need to be weighed 
against the issues of inherent bias that many experts warn are prevalent in machine learning. 

• The uncertain trajectory of technological change leaves many opportunities for traditional 
market players to be disintermediated if the current supply chain becomes disrupted. 

• Ever-changing technology and landscape may prove costly for the wrong investment that 
fails to be adopted by the client or business base. 

• New technologies and sweeping changes converging on multiple aspects of the industry at 
once may have unforeseen impacts on risk, coverage, premium adequacy, reserving, claims, 
and more in an industry that fundamentally forecasts predicted outcomes based on past 
experience. 

• Poorly executed technological service may dissolve the customer experience if there is no 
personal “relationship” to maintain retention. 

• The lack of human interaction or relationships in the insurance purchasing process may 
create more commoditization and price shopping.   
 

COVID-19 Specific Threats 
 

• There are extensive cyber-risk management issues. The massive shift to digital interactions 
and transactions will also come with its own challenges in terms of cyber-risk. This applies to 
a company’s internal data as well as the data of customers. For instance, operations teams are 
equipped with a virtual private network in order to log into a company’s system; such a 
network, if not guarded well, may have loopholes that hackers could exploit. Smaller 
companies might not have the resources to take the proper cyber precautions.  

 
20 Notaras, M. “10 Insuretech Predictions for 2019: XL Innovate.” Digital Insurance. December 5, 2018. 
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-
Innovate-_-Digital-Insurance.pdf   
21 Simpson, A. “Get Ready for the Insuretech Revolution, Act 2.” Insurance Journal. October 8, 2018. 
https://www.insurancejournal.com/news/national/2018/10/08/503587.htm  
22 Forrester Contributor, “Insurtech Funding Roundup, Q1 2020”, Forbes, May 1, 2020. 
https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-
the-covid-19-induced-downturn-settles-in/#6a7681c1125c  

https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
https://www.the-digital-insurer.com/wp-content/uploads/2019/01/1400-10-insurtech-predictions-for-2019_-XL-Innovate-_-Digital-Insurance.pdf
https://www.insurancejournal.com/news/national/2018/10/08/503587.htm
https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-the-covid-19-induced-downturn-settles-in/#6a7681c1125c
https://www.forbes.com/sites/forrester/2020/05/01/insurtech-funding-roundup-q1-2020-investors-reduce-risk-as-the-covid-19-induced-downturn-settles-in/#6a7681c1125c
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• One of the biggest challenges is that all of this is happening at the same time as a huge spike 
in customer contacts. Whether it is about travel insurance, critical illness, health coverage, 
business interruption or another issue, customers are deluging insurers with queries over 
what they may or may not be covered for or to make a claim. 
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