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Agenda

► Understanding an innovation framework

► Evolving culture dynamics

► Trends in the insurance industry

► Customer centricity and InsurTechs

► Process automation

► The future of work in the actuarial profession

► Swiss Re case study: The role of predictive analytics in innovation
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Understanding an innovation framework
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Types of innovation
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The innovation horizon illustration below outlines 3 distinct types of innovation

• Innovation around known / mature industry 
capabilities and markets 

• Larger, more established vendor footprint

• Innovate around existing business model

• Low risk, lower reward innovation

Continuous improvement of the 
core business

• Capabilities newer to the Company but 
becoming better defined within the industry

• Mix of later stage, well capitalized start-ups, 
traditional vendors, and new entrants

• Innovation around customers, products and 
markets beyond current business model

• Medium risk, potential higher reward

Establish new capabilities to 
extend the current business

• New, immature industry capabilities and 
markets 

• Mostly new startups/entrants, with no 
defined standards or rules-of-the-game

• Redefine the way of doing business

• High risk, potential significant reward

Achieve disruptive innovation and 
transform the market / industry
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An innovation horizon method helps focus innovation goals, ambitions, and capabilities to achieve sustainable 
outcomes



Components of an innovation framework

Feasibility 
Review

Influencers

Process

Enablers

Value
(from either 
Functional or 
Product 
innovation)

Ideas
(to drive 
disruptive, 
significant  or 
continuous 
innovation)

Governance Tooling / Job Aides Organization InvestmentCulture

Create Incubate Activate Roll-Out

Capability 
Review

Launch

Internal

External

Structured Unstructured

Individuals

MarketsSuppliersCustomersResearchersAcademiaAdvisory

IT / R&D / 
Marketing`Business UnitsCorp. Strategy

Continuous Dialog

Initial 
Review

An effective formalized process framework exploits all potential sources of idea generation
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Key elements for launching successful innovations

Define a clear strategic focus, governance and decision-
making to prioritize the innovation portfolio and assign a 

diverse, cross-functional team to support innovation-related 
activities across the organization.

Engage ecosystem stakeholders and cross-organization 
imagination to explore unmet needs and generate, prioritize 
and share ideas across the customer experience lifecycle. 

Design small-scale experiments, pilots and prototypes to 
isolate and test critical delivery model assumptions and market, 

technical and financial risks.

Secure financing and build operating infrastructure, 
organization and partnerships, marketing, sales, and support 

necessary to scale and operate new business.

Leadership 
and governance

Collaboration 
and ideas

Experiments 
and risks

Finance, scale
and operate
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Evolving culture dynamics
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Why do organizations struggle with innovation?

Difficult to define an effective business model to 
support new ideas and make them profitable

Complications with acquiring and integrating 
external innovations into the company as a whole

Internal inertia and the inability to be nimble, failing 
at rapidly converting ideas into action

Lack of sufficient investment and financial support

Lack of talent/inadequate skillset

Inability for the business to take risks

Lack of internal support from leadership team/top 
management

64%

63%

60%

60%

58%

58%

54%

► 90% of executives believe the most innovative 
companies not only launch new products and services 
but also create a new markets and business models 

► However, 60% of executives see the development of 
“radical and disruptive ideas” as a key challenge to 
innovate efficiently 

► 62% of business executives who report having clear 
Innovation strategies still struggle to devise radical and 
disruptive ideas

► As a result, businesses prefer the safer approach of 
protecting core business rather than pursue new 
business models and disruptive ideas

Source: 2016 GE Global Innovation Barometer
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Areas of investment to achieve successful innovation

Source: 2016 GE Global Innovation Barometer

60%

68%

70%

73%

75%

76%

Challenge accepted practices and ways 
of working

Identify and work collaboratively with 
the best business partners

Quickly adapt and implement emerging 
technologies

Create an environment and culture 
conducive to innovation

Top management proactively support 
and commit to innovation

Attract and retain the most talented and 
skilled individuals

“But innovation comes from 
people meeting up in the hallways 
or calling each other at 10:30 at 
night with a new idea, or because 
they realized something that 
shoots holes in how we’ve been 
thinking about a problem.” – Steve 
Jobs
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Resources

People

Governance

FrameworkEnvironment

Technology

Simulation

Elements of an innovation culture
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Several elements help foster a culture of innovation

► How does my employer compare to others with respect to 
these elements?

► How can I champion or participate in innovation efforts in the 
industry?



Money and culture hold back innovation efforts 

We have resource constraints 
(time and people)

We have budget constraints 
(financial)

We don't have a structured 
innovation process or procedure

We are too risk-adverse to 
support a formal innovation 

program

Our culture fears failure and/or 
the repercussions from failure

We lack management 
commitment and incentives

We are not in an innovative 
business – our workforce can't 

think creatively

83%

76%

44%

39%

37%

31%

17%

Resource 
constraints are 
perceived to be 

the largest 
inhibitor to 
innovation

After resource 
constraints, 

cultural issues 
are negatively 

impacting 
innovation

Source: Forrester’s Q4 2012 IT Organization, Innovation, and Governance Online Survey

What are the biggest challenges your firm faces when 
implementing innovation programs/processes?
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Organizational and technology challenges

Social technology to 
communicate with 
customers around 

innovations and ideas

Standard social or 
collaboration technology to 
capture and rank ideas and 

collaborate among participants 
throughout the innovation 

process

Social platform with 
dedicated ideation 

capabilities built in or
added in

57% 
of organizations have no 

formal idea selection process 
for evaluating innovative 

ideas

Just beginning to use
In place

Plan to use within the next 12 months
No plans/don't knowSource: Forrester’s Q4 2012 IT Organization, Innovation, And Governance Online Survey

62% 58% 53%

15% 18% 25%

11%
12%

8%
16%

8%
14%

How does your organization use technology to 
support innovation?
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Trends in the insurance industry
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Customer

There are several trends currently driving innovation in insurance

Multiple industry trends are impacting the insurance industry
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Customer 
Centricity

Worker 
expectations

Finance, Risk and 
Actuarial 
convergence

Process 
Automation

Analytics in 
Everything

Continuous 
Innovation



Customer centricity
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What is customer centricity?
► Business approach that provides a positive customer experience 

before (point of sale) and after the sale (post-sale) 
► Intent is to drive repeat business, customer loyalty and profits 
► Can add value to a company by enabling it to differentiate itself from 

competitors who do not offer the same experience

How is customer centricity impacting the insurance industry?
► Insurers have begun to adopt digital technology to improve the 

customer experience
► A lagging priority for most insurers
► Over recent years there have been a number of new startups 

established within the insurance industry (‘Insurtechs’)
► Goal was to disrupt the insurance industry by leveraging digital 

technology and the availability of new data sources to target 
customer centricity

Customer

Digital Analytics
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Customer centricity
The role of Insurtechs
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Insurtechs are putting customers in the center and designing businesses around them to meet their needs and 
expectations 
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Customer centricity
Insurtech examples
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Company Description Business model

► On-demand insurance for your things through a 
smartphone app

► E.g., laptop, instrument, bicycle, camera
► Users can activate/deactivate coverage anytime
► Users can file claims through the app’s chatbot
► Smartphone app creates a frictionless user experience 

through ease and use of speed

► Users can choose between per day or per month 
based on item and deductible chosen

► Products are covered against accidental 
damage, theft and lost

► For underwriting, has partnerships with AXA, 
Munich Re and Sun Corp 

► Provides pay-per-mile car insurance coverages
► Aimed at consumers who don’t drive often
► Policyholder vehicles are equipped with a free device 

which transmits vehicle data including mileage
► Offers a smartphone app to which can be used to file 

claims, track vehicle health information and mileage

► Rates are broken into two parts: base and per-
mile rate

► Rates are based on age, driving record, vehicle 
and other factors

► Monthly premium equals base rate plus per-mile 
rate multiplied by number of miles driven

► Consumers who drive less than 10,000 miles a 
year can save hundreds of $$$

► NY-based, licensed insurance carrier offering low cost 
home and renters insurance

► Leverages, chatbots, artificial intelligence, machine 
learning and behavioral economics to reinvent the entire 
insurance value chain (e.g., no brokers)

► Customers can both purchase and file claims through a 
smartphone app through chatbots

► Premiums charged are divided into 3 
components:
► Flat fee for Lemonade (20%), capital for 

reinsurance (40%), capital for claims (40%)
► Unused premiums from the ‘claims’ pool is 

donated to a charity of the customers choice
► Allianz recently made a strategic investment 



While there has been an initial focus on business-to-consumer (B2C) propositions but there has also been a shift to
more business-to-business (B2B) plays and from disruption to enablement to improve processes all along the 
insurance value chain

Source: Swiss Fintech Trade Body

Insurtechs along the value chain

Innovation in the Insurance Industry

Source: CommerzVenture 2016
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Process automation

18IABA Annual Meeting - July 29, 2017 Innovation in the Insurance Industry



Process automation 
Overview

Software that automates activities that humans 
perform. 
It enables organizations to automate existing processes 
as if the business users were doing the work

Acts as a virtual workforce comparable to on-shore and 
off-shore workforces

Sits atop of multiple systems 
Access systems the same way as people

Operate unattended by people and emulate the best user 
behavior 

Process control including scheduling and triggering

Creates full audit log
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What is Process Automation? What can it do?

Utilities Scheduling

Applications

Web

Audit Log

Tools

Databases
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Process automation
Benefits

Types of benefits Examples

Reduce end-to-end time to handle peak periods, meet deadlines, and smooth 
integration by virtually connecting disparate systems and data sources

Do more faster and 
shorten critical path 

Improve auditability (every step can be logged), consistency, and control over error-
prone manual activities that elevate risk, non-compliance, financial or reputational harm 

Reduce costly errors 
with quality and 

controls

Enable quick wins and rapid value realization with tactical integration to rapidly create 
product and service innovation without expensive legacy system upgrades or 
integration dependencies

Accelerate innovation 
and growth

Cost reduction Estimated 50% to 70% immediate cost reductions by automating frequent manual 
repetitive tasks with little subjective judgement, and improving exception handling

Improve knowledge worker value-add by increasing focus on highest return activities 
and improve their satisfaction/retention by eliminating dull routines

Increase value add of 
talent and lower 

attrition 

Robots operate based on a flow diagram which provides well documented and easily 
understood processes further driving out inconsistencies

Improve 
documentation

Many global insurers have adopted process automation tools to support cost reduction and digital 
transformation initiatives.
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Manual

Process automation
Opportunities

Innovation in the Insurance Industry

Valuation

Pricing

Modelling

Financial 
Reporting

ALM Capital

Reserving processes are a strong candidate for automation

- Analyzing roll-forwards
- Performing attribution runs
- Reconciliation of cash flows

Financial Reporting

- Data preparation
- Reserve model runs
- Quarterly Valuation
- Sensitivity analysis

Valuation
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Process automation
Case study

In 2017, EY conducted a Valuation Process Automation prototype using an AI based software.  Below is a summary of our findings
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Reduced production time for highly manual, repetitive, and standardized processes
Runtime reduction

• Demonstrated 30% of the total process time, or 80% of the manual, repetitive time, can be automated with Process 
Automation 

Improvements to quality, control, auditability, and timeliness
Quality Improvement

• Reduced operational risk by eliminating the frequent need for knowledge transfer 
• AI software uses a clearly defined process map, which acts as a single source for documentation and process controls
• Transparent process mapping makes the process easier to audit

Collaboration among the Actuarial, IT and other teams
Multi-team Collaboration

• Allows for around-the-clock development and implementation
• Allows for reduced development time and efficient implementation

AI Software development becomes more efficient as you go
Development Efficiency

• Objects such as “function libraries” were created and are now re-used for faster development cycles
• Function libraries can streamline integration with various actuarial systems such as FIS Prophet, Moody’s/GGY Axis, etc.
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The future of work in the actuarial profession
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The future of work in the actuarial profession
Overview
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The future of work in the actuarial profession
How will the actuary’s work look different?
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…highly connected 
with colleagues from 
Finance, Risk and 
other functions and 
lines of business

… team members on 
collaboration pods

… champions of 
analytics, data 

governance

… supporting new 
products and 

customer offerings

… working remotely

…. Working in an 
increasingly multi-

sourced environment

… focused on 
creating and 

communicating 
business insight 

… automation 
reduces data 

manipulation and 
other admin 
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Rationalized and automated processes, focused on insight and innovation



The future of work in the actuarial profession
How will the actuarial competency profile change?
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“Activity processer” to “networked, analytics-focused collaborator”
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The future of work in the actuarial profession
Leadership competencies
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Actuarial leaders must be focused on:

►Allocating and aligning actuarial work and activities
enable customer centricity and innovation

► Investing in the actuarial operating model to support
future capabilities

►Driving teamwork between Finance, Risk and Actuarial 
including integrating data sets and analytics tools

► Investing in people, teams and skills

Like all vital institutions, the 
[actuarial] profession needs to 
continually adapt and develop to 
meet these challenges.
Fred Rowley
IAA President, June 2015
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Ernst & Young
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About Ernst & Young
Ernst & Young is a global leader in assurance,
tax, transaction and advisory services.
Worldwide, our 195,000 people are united
by our shared values and an unwavering
commitment to quality. We make a difference
by helping our people, our clients and
our wider communities achieve their potential.

Ernst & Young refers to the global organization
of member firms of Ernst & Young Global 
Limited, each of which is a separate legal entity.
Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services
to clients. For more information about our
organization, please visit www.ey.com/

Ernst & Young LLP is a client-serving member
firm of Ernst & Young Global and of Ernst & 
Young Americas operating in the US.

© 2016 Ernst & Young LLP.
All Rights Reserved.

This publication contains information in summary form and
is therefore intended for general guidance only. It is not
intended to be a substitute for detailed research or the
exercise of professional judgment. Neither Ernst & Young LLP
nor any other member of the global Ernst & Young 
organization can accept any responsibility for loss occasioned 
to any person acting or refraining from action as a result of 
any material in this publication. On any specific matter, 
reference should be made to the appropriate advisor.
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