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Chapter 1: A historical and
technological overview of the insurance
industry’s evolution into the digital era

1.1. Introduction

The insurance industry plays a crucial role in the global financial system by acting as a
buffer against risk and loss. By pooling the risk of a large number of individuals,
insurance companies allow people to amortize the financial consequences of not only
catastrophic events, such as firefighting insurance for households, but also daily,
mundane events, such as borrowing funds to buy homes or starting businesses. For most
individuals, their biggest expenses throughout their lives will be associated with buying
health-insurance limits, child-rearing, and, after retirement, pensions, to which insurance
companies add value by managing financial savings (Chen et al., 2023; Grant et al.,
2024; Nguyen et al., 2024).

Insurance companies offer various financial products, from property and casualty
insurance to life insurance and pensions. However, the overall financial value that the
insurance sector adds to the economy is small — commercial banks account for a large
portion of financial assets, controlling more than 18 percent of the financial market,
while insurance companies manage only 6.5 percent. Despite the reduced relevance of
the insurance sector, the challenges posed by volatile financial markets, global climate
change, and demographic factors have led to growing partnerships between banks and
insurance companies.

During the last several decades, the insurance sector has undergone important waves of
radical innovation, beginning with the widespread diffusion of information and
communications technology in the 1990s. Although the newly adopted technologies
have improved the performance of insurance companies, enabling them to reduce their
operating costs, change the model and price of the service offered to clients, the overall



development of the insurance sector has been slow and punctuated by periods of
stagnation (Rodriguez et al., 2023; Sharma et al., 2025).

1.1.1. Overview of the Insurance Landscape

The insurance industry encompasses a broad range of markets and market participants,
and insurable loss events can occur in several cognitive segments of society. Historically,
the life insurance industry has been centered on the use of whole-life insurance products
and their participants were among the vulnerable segments. It provided the least
coverage and used whole-life products that insured a subsistence level of living. The
non-life insurance industry began primarily providing fire insurance and later expanded
to include providence associations and casualty insurance. It provided broader and
deeper coverage, but it originally excluded the more vulnerable strata of society that did
not own fire-alert devices or other public safety measures conducive to fire insurance
coverage. Today, all phases of life and non-life insurance coverages can be accessed by
all strata of society, albeit non-life insurance providers must offset the additional risk
they bear due to this broad access to insurance.

INSURANCE

The insurance industry can be segmented along several dimensions, including the types
of events that are insured, whether the entities are for-profit or not-for-profit, the sources
of insurance claims payments, and the distribution channels for selling insurance
products. Loss events can also be classified as either predictable or unpredictable.
Unpredictable events can include a wide variety of events that potentially cause large
financial losses for individuals, businesses, and other organizations. Loss events are also
classified according to their probability of future occurrence. Economic conditions may
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change over time, leading certain segments of the industry to experience large increases
or decreases in volume. These changes can be purely cyclical, or structural shifts could
prompt reduced demand for specific types of insurance. Today’s insurance landscape
differs radically from that of only a decade or two ago.

1.2. The Origins of Insurance

Insurance has commonly been defined as one of the oldest examples of risk management,
in which individuals or groups incur a small predictable loss to avoid a larger
unpredictable loss. The origin of insurance date back to the days in which ancient men
began notarizing in some manner the experience of tribes sharing resources and
collectively guarding against hunger and starvation; against sickness and death; against
violent death at the hands of a fellow man; and against the dismemberment of a member
of the tribe. The corporations of each tribe became one and the same, and the growth of
the idea of mutual convenience sprang from it, lending itself to promote a more civilized
development than collective and individual violence. When need arose, all would
contribute to save from risk and in many ways make whole the party suffering.

Thus were formed primitive socialistic systems concerning food, shelter, and services,
which existed side by side with feudalistic systems, involving the domination by the
more powerful over the less powerful. As permanent housing was utilized, a need arose
for its protection. The tribes set aside labor and materials for barricading the village
against attack. When an attack occurred, it was repelled by the fortified tribe, and if a
tribe had been successful in repelling attacks a need arose for an insurance against loss
of materials or buildings. Thus arose the question of who would pay for fortifying,
motting, or palisading the village, and how much? The obvious answer was that the
feudal lord would supply the fortification materials. Along with the use of permanent
houses came the incipiency of townships. In the townships we see the spirit of
colonization developing among the members of the tribe.

1.2.1. Early Forms of Risk Management

All human societies have dealt with the existential dangers of losing something or
someone valuable. The basic animus of life insurance, to provide financial protection
against loss of life to designated survivors, urged mankind since primitive tribes huddled
together in caves. Tribal members could be depended upon to bear the expense of an
individual member’s funeral. This practice would occur when the economic contribution
given to the group by the individual who died had decayed or ceased. Associated with
pocketing no economic advantage from the death of one’s brother in tribes living in a
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constant state of danger, tribal members undertook the funeral expenses for the same
reasons they did this when someone’s income-producing ability had decayed.

The wealthy in the most ancient civilizations accumulated their own fortunes to pay
relatives or trusted friends to inter them with great pomp, on a path expected to be blessed
and bountiful in the afterlife. Those able to pursue the occupation of a merchant and
accumulate property could engage the services of another merchant similarly prosperous
to secure their burial. Provided with a realistic assessment of the average life span in the
era, the local elite needed to be able to determine the optimal level of biers or tombs.
Historical records of dynasties and civilizations give evidence of this practice of ensuring
high-ranking persons. Ancient insurance scholars uncovered inscriptions in cuneiform
script, proving that merchants organized funds to support families of trade shipmen.

1.2.2. The Birth of Modern Insurance

While early forms of insurance existed in the past, many elements that we associate with
modern insurance were either nonexistent or extremely primitive and rudimentary. Much
of what we consider to be modern insurance was created during the late 17th century and
during the 18th century. This time frame is generally accepted as the start of modern
insurance because, during that time, the world started to see a more formalized level of
insurance services that were commencing to offer actual protection against the perils that
they had once only provided assistance for. The evidence suggests that the first links in
the chain of events which led to modern insurance were certain mutual benefit societies
established in the Middle Ages. Those societies engaged in the crude form of insurance
known as “cost insurance”. They were founded on the principle of an equal annual
contribution to a common fund, from which relief was granted to members who
sustained loss by the death of one of their number. Despite this early link though, it is
generally accepted that the story of the development of modern insurance really starts
with the insurance against fire.

The importance of the fire insurance business as the beginning of modern insurance lies
in the development of the methods by which fire risk was assessed, the establishment of
companies which came to be regarded as reputable, who carried on the business in a
responsible way and the pooling of risk. Developed policies covered very little, such as
the loss of property due to a fire, such as warehouse goods for merchants, both for a set
period of time and business. The need for fire insurance became clear after the large fire
that destroyed many London homes in a single day, and many of the people affected
turned to the merchants for help. They then worked out insurance deals with small,
informal associations known as “underwriters,” who took the risk for a small premium.



1.3. The Industrial Revolution and Insurance

The Industrial Revolution fundamentally transformed the way people worked and lived.
Increased production levels created new jobs and drew more people into cities; and as
the population increased, and people from a broader range of socioeconomic levels
participated in commerce, the economy became more dependent on people’s willingness
to buy, sell, and transport goods. At the same time, increased economic activity made
Great Britain more vulnerable to catastrophes like the Great Fire of London, which had
a significant impact on commerce. The ideas supporting property insurance evolved as
a response to the increasing complexity of commerce and industry, and the growing need
to protect a greater number and diversity of policyholders against loss.

Because underwriting and claims adjusting practices had not yet developed, property
insurers were unable to precisely assess the risk associated with selling a policy to a
specific policyholder. Early policies primarily insured merchants shipping goods across
the ocean, protecting the business against losses associated with shipwreck. At the same
time, policies tried to protect the warehouse or office against loss from fire. Because the
events that most frequently caused these early claims were catastrophic fires or
shipwrecks, it was nearly impossible to develop a sound basis for underwriting policies
for greedy customers based on the risk they brought to the premium pool. The level of
fraud was high enough to force insurers to make important underwriting decisions that
limited their exposure. Underwriting incentives reinforced existing income and wealth
inequalities—Iife insurance was primarily developed for middle and upper classes;
plagues and famines wiped out lower classes regardless of whether or not they had life
policies.

1.3.1. Impact on Policy Development

This essay addresses the evolution of the insurance industry regarding the Industrial
Revolution. It particularly focuses on how macro factors and developments, economies
of scale, new technologies, organizational change, and consumer behavior through their
impact on the insurance market transformed business models, operations, methods, and
insurance products. The purpose of this section is to further explore policy development
in the light of emerging new risks, shifts in risk taking, underwriting, and also assessing
the future role of insurance companies in limiting risk exposures and creating incentives
for risk mitigation.

By the standards of policy construction today, the insurance policy of the 18th century
was very much like an unstructured beta test. Evolving from contracts of the early guilds,
policies were very brief and extremely vague. They specified little, if anything, about
the nature of the risk being insured; the events that would cause a loss; the loss-
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adjustment process; the parties' duties upon a loss; the basis for determining the amount
of a loss; and the importance of the particulars insured. In a time when the insured had
the upper hand, a policy was simply an agreement to pay a given amount of money for
a disaster that occurred during the short term of the policy. Insured parties had little, if
any, concern about taking partial commercial risk with the policy issuer for events
covered by the policy. The consequences of their insolvency were shared by the other
participants in the guild.

This insensitivity to incentives worked in only one area of the market, where it was most
present. In the beginning of 1760, the combination of new shipbuilding technology,
expanding colonial trade, and wealthy investors ready to put their capital into overseas
commerce permitted individuals to get insurance from the guild. However, few
individual ship owners bought insurance, mainly because of their insensitivity to price
in the guild system of insurance. Thus, the natural outgrowth was that a number of
individual owners needed to purchase and use policies at lower prices that had more
detailed definitions of terms, moderately elaborate coverage.

1.3.2. Emergence of New Insurance Products

However, the new types of risks that had emerged in an industrialized economy were
much more difficult to quantify. While the Hull model or similar quantitative techniques
enabled to calculate the implications of well-defined — if improbable — events such as
the sinking of a ship, the risk of a large number of workers losing their lives or becoming
disabled due to an industrial accident was much more difficult to estimate. The
uncertainties were huge. How many plants would be built? In which sectors? What
would the accident rates be? Due to the lack of adequate actuarial data, this risk-based
pricing was often not possible. As a result, during this period, life insurance was mostly
sold as a savings product, marketed through savings banks. While some insurance
products were sold with an explicit risk-based pricing, in most other cases the use of
explicit risk assessments and loss predictions remained rare. The majority of fire
insurance policies were sold by insurance syndicates or cooperatives in which property
owners would join forces to share the losses. During the 1820s these risk-assessment
products began to differentiate more. In emerged the first accidental death policies bear
product; the first form of sickness insurance appeared in Britain in the late 1790s,
covering only certain contagious diseases; and in 1820, Miami became the first major
North American city to permit companies to insure against damages resulting from the
fire. Formation of public sector health insurance schemes was the result of continuous
pressure from the working classes in major industrial countries. An example of a
government-sponsored scheme is the British National Insurance Act, which was passed
in 1911.



1.4. The Role of Technology in Insurance

The technology of the insurance industry has changed steadily since the first known
insurance contract. The most notable innovations of the industry's technological
interface have been the advent of the telegram in the mid-1800s, the telephone in the
later part of that century, telegram and telephone communication with underwriters, the
invention and popularization of the computer, and now, the latest wondrous
developments in computerized communication networks and its many rapidly evolving
programs such as online or e-business, e-mail, and the myriad of services such programs
make possible.

Not surprisingly, those major innovations or transmutations of the insurance industry's
technological interface with its customers and potentially new customers have altered
and re-re-altered the nature of the business of selling insurance and of handling claims.
Changes in the technology of the insurance industry in large part dictated changes in the
nature of the insurance transactions, namely, how and with whom insurance is bought
and sold. Investment in these new technologies became similar to investment in a new
set design by an opera company. The opera company's investment decision to spend
several million dollars on a new set inevitably would directly influence or dictate the
nature of the opera in that it may necessarily be an opera, which sought to take advantage
of the new set's features. The need to utilize available new technology necessitated a
comparable re-direction of the opera company. In much the same way, insurance
companies had to redirect their sales techniques to coincide and take advantage of these
new technologies. As a result, the nature of the transactional sales mechanism became
paraded on the new technologies' commercial DNA and underwrote large portions of
these companies' roles as insurance merchants.

1.4.1. Early Technological Innovations

The rise of information technology has had a substantial impact on the operation of the
insurance industry. While the research on the impact of IT on the insurance industry is
scant relative to its implications, it is crucial to demarcate pre-computerized insurance
operations from the era of computerization and digital insurance services. The purpose
of this section is to provide a brief historical overview of pioneering insurance
innovations using pre-computerized information technology, including pre-modern
insurance services. Such an overview can offer insights into the impact of contemporary
technologies, reminiscent of prior non-digital innovations, on present-day insurance
services through the identification of principal regulatory and operational parallels.

The pre-computerized history of the insurance industry is, broadly speaking, one of the
transition from highly bespoke insurance contracts developed by agents and specialists
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for customers and businesses that required the services to a mass-market product
characterized by standardized contracts offered by companies in direct competition with
each other. Since the 19th Century, insurance contracts have been sold with an array of
innovations that facilitated the combination of mass production on the supply side with
risk differentiation on the customer side. Distribution and marketing innovations were
among the first to capitalize upon cigarette cards, produced by manufacturers as an
effective sales promotion tool amongst young men and the general public. Alongside the
growth of the telephone network, these pieces of paper had become ubiquitous and had
a threat. Additionally, with the establishment of the British Postal Life Insurance
Company and the UK general insurer Norwich Union in the second half of the 19th
Century, mail and agent solicitation had become mainstream marketing tools for life and
general insurers.

1.4.2. The Advent of Computerization

The initial impact of computers and digital technologies on the insurance industry was
indirect and incremental. Beginning in the late 1950s and early 1960s, again under
pressure from government regulators, insurers began implementing large, central data
processing systems to meet increasingly complex regulatory reporting demands. These
systems were the first tenets of what would become a major industry-wide investment
in automated workflow, communications, and data processing systems. When the
insurance industry embraced commercial third-party services to help meet these complex
reporting demands, the stage was set for the subsequent emergence and popularization
of the corporate computing model. At the same time, a growing number of insurance
industry administrators were beginning to better realize the importance of more practical
and efficient technical tools utilizing the most advanced automation capabilities
available.

These early systems, however, had only a modest impact on the industry's operations.
Automating back-office functions and fulfilling regulatory demands were the primary
benefits of early systems — at least for the insurance companies themselves, whose
customers still interacted with clerks and agents, who filled out forms, made manual
calculations, and relied on lengthy wait times for any results. Beginning in the mid-
1970s, although the insurance industry had witnessed the previous decade's disruptive
transition in communication technologies, with the growth of cost-effective long-
distance telecommunication systems and the rapid commercialization of fee-for-service
data processing systems and telephone answering services, these companies were still
largely in the early stages of computerized automation of back-end agency and claim
support functions.



1.5. The Digital Transformation of the Insurance Industry

The insurance industry is one of the oldest economic sectors and, at least to a certain
degree and at certain points in time, has certainly been one of the most innovative ones.
Over the past 300 years, it has evolved from playing an important role in the
financialization of western economies to becoming a relatively sleepy industry
nicknamed the “dark matter of the economy”. Today, however, insurtechs challenge this
tranquil state and put pressure on innovation in the insurance sector. But what is
insurtech? In order to better understand the hype, it is crucial to first take a step back and
focus on the digital transformation in general.
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Fig 1.2 : Technology Trends in Insurance Industry

Insurtech is an abbreviation for “insurance technology”. Unlike fintech or similar terms
it does not specifically refer to technology solutions that support or enable insurance
activities for other businesses but rather to technological innovations that improve or
offer insurance services directly to the consumer. Reports of insurtech companies
disrupting the insurance industry are certainly not new. The first companies gained
market share from the traditional players more than 30 years ago. They relied on low-
cost internet marketing to offer better prices and service quicker than traditional players.
Recently, many new entrants have entered the market. Also these companies have
grabbed attention with radically new business ideas in areas like peer-to-peer insurance
or parametric insurance.

Emerging technologies dramatically change the playing field for incumbents and
disruptors alike. The insurance industry, by its very nature, generates a massive amount
of data. Each insured “event” that occurs requires a detailed record, contributing to a
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database that requires significant investment in efficient database analytics, and cloud-
based solutions that store the data and provide analytics support.

1.5.1. Introduction of Insurtech

The last 15-20 years have witnessed a revolution in the way that people live and work:
the rapid growth of the Internet, then of social networks, and, lastly, of smartphones,
tablets, and apps have transformed how we interact with each other, and with companies.
Time-consuming and expensive commercial processes, and quite often repetitive and
tiring services, have become quick and cheap thanks to the substantial implementation
of digital technology. The insurance industry is part of this revolution, and is undergoing
a massive transformation that is freeing consumers from traditional burdens and paving
the way for new digital commercial routes.

Insurtech is the term used to define the technology pioneering the ongoing
transformation of the insurance industry. The word is a composite of 'insurance' and
‘technology’, and identifies the set of digital technologies focused on supporting the
traditional processes of an insurance business, with the aim of improving specific
processes in terms of costs and times as well as enabling new services. Even though
insurtech shares the prefix in with other business digitalization processes — such as
fintech for the financial industry, and edutech for the education industry — the two main
features of insurtech are the reduction of traditional costs and the automation of
operations. These two elements are so vital that insurtech cannot be seen as the simple
drop of digital solutions, devices, and instruments into old insurance operations. Instead,
it needs to be viewed as a real digital ability-driven disruption of traditional relations
within and outside the insurance operators, which have to be re-thought, re-organized,
and completely digitally transformed.

1.5.2. The Role of Big Data and Analytics

In the 20th century, the insurance industry pioneered the concept of risk pooling, but
modern science has made it possible to go several steps further and allow us to have
precision pricing of policies for every insured square foot of risk. Policy calculation that
used to take industry actuaries weeks or months with enormous actuarial tables can now
be computed in a matter of seconds on thousands of variables that were not even
imagined when there were no computers, let alone fast computing power and storage
banks containing terabytes and petabytes of structured and unstructured data. Big Data
technologies and Al's business analytics are the tools that make it possible and thus, at
long last, the insurance industry's old saw about insurance not being underwritten to the
last dollar is about to become those last dollars.
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It is estimated that by 2025, the amount of data in the global datasphere will reach 175
zettabytes, substantial portions of which will be of some particular interest to property
and casualty underwriters — everything from social media posts containing vernacular
local knowledge explaining recent and prior events to aerial photographic surveys of the
shape, size, and external condition of boat hulls, vehicle bodies, and buildings for
comparison with historical tax and assessment evaluations to verify proper property tax
payment amounts. The front end employs NLP to convert the unstructured words into
conclusions stated in structured terms, from which probability metrics can be inferred.
Al analytics processes data into actionable decisions for risk managers, and finally,
automation software pushes actions into operational systems directly for one-off
decisions or batches of rules-based operations.

1.6. Regulatory Changes and Their Impact

This chapter explores some of the emerging themes related to compliance, consumer
protection, and cybersecurity and privacy. The increased availability of consumer data
creates risk for consumers and governments alike. Governments have enacted and
proposed laws and regulations to mitigate this risk. We discuss the evolving sandbox
approach for new product development as part of these laws or regulations. These laws
and regulations are important to technology companies contemplating entry into the
insurance market. Moreover, they affect emerging technologies in the insurance space
and how they may operate in the future.

1. Evolving Regulations

The insurance sector is heavily regulated, and the consequences of failure to comply are
severe. Each state has its own insurance laws and enforcement mechanisms, and an
insurer must comply with each state’s laws in which it writes policies. In addition, the
same state may regulate the insurer in a number of ways, such as through prior approval
of policy forms, requiring an insurer to submit its plans for rescinding unprofitable lines,
restricting the investment choices of an insurer, requiring an insurer to submit its rates
for certain lines of business, restricting how much surplus the insurer can hold, and
restricting the merger or acquisition of insurers. What often gives the regulations bite is
the prospect of facing a substantial fine or, in extreme cases, loss of its charter to operate.

2. Compliance in the Digital Age

The level of scrutiny applied to an insurer by a state regulator may vary from state to
state and line to line of insurance. Moreover, due to the amount of consumer data
available for analysis, the scrutiny of insurers is increasing. In the digital age, compliance
with laws and regulations has become more complex. The data enters the insurance
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market in one of two ways: aggregate data, such as loss data for a line of insurance, or
individual consumer data, such as a driver’s driving record for an auto policy.

1.6.1. Evolving Regulations

During its inception, the insurance industry experienced little, if any, regulatory
oversight. Closing the two-hundred-year gap between Franklin’s experiment and the first
insurance regulatory measures, the Massachusetts legislature, in 1727, addressed public
concern regarding fraud through the adoption of a regulation requiring that fire-
protection policies be recorded in public street directories. Not followed or emulated for
almost another one hundred years, this was only the beginning. In 1845, fearing
widespread losses from the collapse of ill-managed life insurers, New York opened the
floodgates by establishing official solvency standards for life insurers. This step was
soon followed by other states and the regulation of life and property-casualty insurers
expanded. During the last quarter of the nineteenth century, the great “trusts” of the gas,
oil, and railroad industries brought forth public outrage that resulted in calls for
regulation. Out of this outcry, Congress created the Interstate Commerce Commission.
With its vast regulatory powers, this commission served as a model for subsequent
federal agencies. Leading up to the Depression, renewed public scrutiny drove life
insurance companies to voluntarily adopt standards outlining how their policies should
be constructed, how companies should maintain their finances, and how their claims
should be settled.

Although proposing formal regulations in any field is a delicate matter, most especially
in large empires like insurance, it fell to the state to regulate insurance. The reasons were
many and often conflicting. Many politicians viewed it not only as a populist issue —
protecting the common man against powerful monopolies — but also as a way to attract
money to their states and stimulate their economies. Others viewed it as a mechanism
through which the federal government could get its share of the national premium
receipts. And finally, there was the desire for consumer protection offered by certain
politicians who either didn’t want any federal regulation whatsoever or sought an
extensive solution to the ills of their insurance constituents.

1.6.2. Compliance in the Digital Age

While the pandemic upped the stakes for insurers, it also presented an opportunity to
demonstrate the importance of being prepared for change and the ability to flexibly
respond to change: be it the sudden development of new products, a query about business
interruption coverage, or the implementation of a furlough or early retirement strategy
for employees. Having invested heavily in automating processes, proactively managing
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stakeholder relationships, and cultivating a commitment to risk management at all levels
of the organization, the lessons learned helped insurers to respond to the crisis. Going
forward, addressing challenges such as a fast-evolving regulatory environment,
tightening margins and costs, technology enhancement to aid in scaling operations, and
the development of innovative products and services will be keys to maintaining and
growing margins. The rapid pace of technological advancement in the insurance sector
sees insurers exploring new forms and uses of technology to help them evolve and be a
driving force for a more competitive service-oriented environment. Having invested in
developing a compliance infrastructure that offers firms the flexibility to continuously
adapt their business operations to certain changes in consumer behavior or demand,
including a rapidly evolving regulatory environment, the insurance industry is now
moving into the next phase of development where compliance is absorbed into day-to-
day business operations. However, this is not without its challenges. While the ability to
reduce operational burdens through technological enhancements is high, use cases vary.
A high level of digitization is often needed to develop an intelligent compliance
infrastructure. In addition, traditional compliance processes may not have been
automated and absorb substantial resources, which is why the immediate move into the
next phase of compliance is difficult.

1.7. Customer Experience in the Digital Era

Customer-centricity is not a new concept to the insurance industry, which has always
acknowledged the need to be close to clients in order to gain their trust and, thus, drive
revenues. However, the widespread availability of digital technology has transformed
consumer expectations, which are rapidly shifting from a focus primarily on value for
money to a more comprehensive consideration of how insurers leverage data to offer
unique customer experience — above all, higher convenience and better personalization.
The consumer habits shaped by the rise of the digital economy have been projected into
the insurance world. Consumers in the digital era have become accustomed to seamless
and engaging interactions when booking and managing travel, ordering products online,
and engaging with social networks. Such experiences drive expectations and influence
decisions when it comes to purchasing insurance policies and have a huge impact on
customer loyalty.

Insurers have been paying increasing attention to customer experience, re-engineering
their services through the digital lens, and investing in technology to become digitally-
enabled businesses that are capable of building personalized relationships with
customers. Consumers are becoming used to get exactly what they want when they want
it, and they expect to be treated like individuals and receive relevant communication. As
a result, embracing true personalization and engaged customer relationships have
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become key pillars for success in the insurance industry. Personalization is about using
data analytics and business intelligence capabilities to develop a deeper understanding
of individual customer needs, and insurers are investing a great deal to acquire these
competencies. The intensity of competitors’ efforts and the increasing amount of
customer data are prompting a change in consumer expectations, making the bar higher
and higher.

1.7.1. Shifts in Consumer Expectations

Customer experience management has evolved rapidly over the last several decades. Due
to increased competition, lack of loyalty, product parity, and weakening brand equity,
businesses have invested heavily in customer experience management systems and
processes. This is especially so for the financial and insurance services. Customers’
demands for timely, accurate, customized experiences —whether digital or in-person —
are rising, and the cost of failure is increasing as well. In the face of these new
expectations, successful companies are reimagining customer experiences and their go-
to-market strategies to create deeper, richer, and more personalized consumer
engagement — usually through a process of design thinking.

The idea of experience is not new. But it is only in recent years that consumers’ set of
expectations for experiences has extended beyond exceptional service. Consumers today
still want services to be executed quickly and efficiently. They also want them to be
designed — whether consciously or unconsciously — to evoke a range of emotions, from
joy to reassurance to hope. As consumers adopt sophisticated digital platforms,
integrated ecosystems, and multichannel engagement in their personal lives, they begin
to expect the same things when they interact with their employers. In exchange for a
heightened sense of engagement, employees express greater loyalty toward the
organization and deliver higher discretionary effort, which has been shown to lead to
better customer experiences.

1.7.2. Personalization and Engagement Strategies

A major challenge for insurance carriers operating in a highly competitive marketplace
is to develop consumer trust, loyalty, and engagement. A major trend for digital-era
service businesses, including banks and insurance companies, is to shift toward
customer-centric strategies. In this perspective, digital technologies can enhance
customer-centricity by better identifying customer needs and allowing a more intimate
and personalized customer relationship. These changes allow personalized marketing
campaigns focused on the customer’s life evolution that make a consumer feel special,
thereby increasing trust and emotional engagement. Personalized customer experiences
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can be designed across any channel to create a single customer view that presents a
consistent, relatable, and authentic brand proposition at every touch point. Enabled by
innovative technologies, advertising has transferred from mass marketing to customized
campaigns targeted to specific groups and to individuals based on consumer profile and
preferences. Personalization yields higher revenues, increases customer retention, and
has a higher return on investment than traditional mass-marketing strategies.

Underwriting and rating are increasingly supported by advanced analytics, which extend
beyond the traditional risk categories to include data from social media or wallet share
data, which identify those customers least likely to churn toward competitors. These
solutions enable a personalized peer-based pricing strategy when an insurer uses a
reference group of similar customers to establish individual pricing models. These
advanced analytics solutions are becoming crucial in highly competitive markets where
the potential for cross-selling services is limited, and intuitively compartmentalizing the
customer under a traditional age and financial model no longer suffices. The insurance
industry and its distribution partners are thus led toward engaging customers along the
complete life-cycle path through every customer touch point with targeted services that
match customer emotional requirements. By collecting data from multiple sources and
integrating them into personalized dashboards and portals that provide insight into key
provable information, life-stage personalized engagement campaigns can be
implemented along the customer journey that strengthen the trust relationship with the
customer.

1.8. Conclusion

As a cornerstone of the economy, the insurance industry has long distributed risk
throughout business and personal interactions, weathering many technological and
economic shifts along the way. New technology has always been harnessed by the
insurance industry in the service of better risk distribution and management, beginning
with simple preservation of ideas and movement forward, through agency interactive
management, and most recently with data-driven models of risk management and
prediction of redundancy and obsolescence risk in modern organizations. These
advances were enabled by the advent of the written word, mimeographic and
telecommunication copying and persistence capabilities, and, more powerfully,
networked digital data and its real-time processing.

What, then, is the future of the insurance industry’s role in the economy? At its heart,
the industry will remain a finder and manager of business and personal redundancy risk.
Proliferation of data prevents any single market participant from assessing risk
probability and scale accurately. Moreover, with increasing specialization, the need for
diversity and redundancy throughout the economy becomes greater. Financialization of
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economic activity results in society banding together and sharing in the cost of both
financial and internet-only inclusion risk. As a result, insurance of these risk products
becomes necessary for both well-being and the future of economic and societal stability.
As risk becomes gradual and entrenched, the solution relies on risk transferability
through sharing of corporate and government costs. Thus, far from a loss of role, the
convergence of technology under the internet offers further opportunities for the
insurance industry to pioneer exposure rectification of the economy of the future.

FUTURE OF
INSURANCE TECHNOLOGWA

G

Fig 1. 3 : The Future of the Insurance Industry

1.8.1. Final Thoughts and Future Directions for Insurance

The insurance and compensation industry has had to adapt its institutional practices to
an increasingly competitive market in which the maximization of profits, derived from
efficiency and the impulse to innovation, has led to the development of automated
processes and tools to capture new clients and/or retain existing ones. The use of the
Internet has changed the relationship between insurance buyers and companies. On the
one hand, buyers have self-service tools that allow them to obtain quotes from different
companies and select the best one without going through intermediaries, while
companies, through the automation of processes, have managed to reduce their costs.
Portfolio segmentation and the use of technology have enabled them to offer low-cost
policies in order to compete in a price-sensitive market. It should also be borne in mind
that the market for insurance services differs significantly from that of other services.
The peculiarity of insurance lies in the difference in information and risk faced by
suppliers and consumers. The asymmetry of risk and information can generate negative
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effects such as the occurrence of adverse selection and moral risk. Insurers implement
mechanisms, at high costs, to mitigate the effects of these phenomena. These expenses
increase the costs of operating in certain segments of the market, such as low-income
producers or consumers. Regulatory bodies either establish regulations and safeguards
to protect consumers or authorize the establishment of companies to meet the needs of
these markets. The entry of low-cost, low-coverage insurance policies is forcing
traditional insurers to rethink the way they operate in terms of investment, risk
management, marketing, and assistance post-sale.
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