
4/24/2018

1

Disrupt or be disrupted

Sam Friedman, Insurance Research Leader, Deloitte Center for Financial Services
May 16, 2018

Insurers on the brink

2Insurers on the brink: Disrupt or be disruptedCopyright © 2016 Deloitte Development LLC. All rights reserved.      FOR INTERNAL USE ONLY

What are insurers up against?

Insurance companies are facing existential challenges to the 
foundation of their value proposition:

• Rising customer expectations 

• Macro-shifts in the economy and culture 

• New categories of exposures 

• Technological transformations 
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Insurers have often depended on ‘orthodoxies’—
presumptions about their natural competitive 
advantages — to act as entry barriers against disruptors
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Orthodoxies

Insurance is complicated and misunderstood, 
giving established distribution force a key 
advantage

Insurer risk pooling capacity cannot be easily 
replicated

Insurers have cornered the market on data, models, 
and analytical talent for risk assessment

Consumer, regulatory familiarity with long-time 

insurers discourages large-scale displacement by 
upstarts
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Reality Check #1: 
Insurers no longer have a monopoly on assessing, pricing, and limiting risk 

Connectivity 
undermines 

insurer 
control over 

data

Telematics 
trumps proxy 

data

New 
technology 
that makes 

legacy 
business lines 

irrelevant

AI that 
makes 

traditional 
employee 

skills obsolete

Real-time 
insurance

Data-rich 
industry 

competitors

Data-rich 
external 

competitors
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Reality Check #2: 
Brand familiarity won’t insulate insurers from new competition

Establish 
ongoing, 
interactive 
relationships 
via wearables/
mobile devices/                
social media

Formulate more 
neutral advisory 
models

Offer value-
added, real-
time advice 
as “personal 
risk 
managers”

Simplify difficult to 
understand 
insurance policy 
language and 
features

Enhance 
educational 
marketing 
about price 
and value of 
insurance

Closing the 
trust gap
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Reality Check #3: 
New platforms will shake up the distribution system

The number of agents will likely 

decline due to growth in direct 

sales, self-placement, and 

automated advisory services. 

Distribution

Insurers will look to 

partner with new 

types of distributors 

and aggregators, and 

shift to omni-channel 

models.

Many carriers will look to have 

it both ways – launch new 

online distribution systems 

and add services offered 

through agents to retain 

complex accounts
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Reality Check #4: 
Insurers must cope with new competition on risk pooling

Traditional Insurer Peer-to-peer‏vs
Insurer‏

Premiums$‏

Claims‏

Community 

pool

Premiums$‏

Refunds$‏

vs‏ Securitization

Investors replace insurers‏

Capital markets‏

 Cyber‏

risk
 Catastrophe‏

risk
 Longevity‏

risk
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What’s next? Disrupt yourself or be disrupted! 

Alternative sources of data and analysis may include:
• Telematics from smart cars, homes, businesses, individuals
• Analytics of Things
• Artificial intelligence

Alternative templates may include:
• Become ensurers of safety and continuity
• Multi-line policies
• Real-time coverage
• Customized marketing

New sources of capital may include:
• Hedge funds
• Securitization
• Peer-to-peer mutuals
• Retroactive crowdfunding

Underwriting 
and pricing

Product Design

Capitalization
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Disrupt yourself or be disrupted! 

Transformation options may include:
• Smart contracts
• Blockchain transactions
• Predictive analytics

Claims

Distribution

Alternative distributors/advisors may include:
• Direct online sales/aggregator sites
• Personal risk managers
• Robo advisers
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InsurTech can be the great equalizer, both among incumbents and disruptors

Accelerate 
globalization

Capitalize on 
connectivity

Collaborate with 
innovative 
startups

Enhance customer 
engagement

Reinvent 
traditional 

operating and 

distribution 
models

Insurers that prioritize 
digital transformation for 
continuous improvement 
process could reenergize 

their cultures and grow top 
and bottom lines. 
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Disrupt or be disrupted – questions that insurers should be asking 

How might they attract new capital into the business?

How can they attack the friction-adding, unproductive time and cost factors hindering current 
business models?

What might they do to capture existing and untapped profit pools? 

How would they go about capturing a greater volume and higher quality of data than they do 
now?

How might they leverage and monetize new types and sources of information to maintain a 
competitive advantage? 

How might they reinvent their business model and processes to improve customer experience?
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This presentation contains general information only and Deloitte 
is not, by means of this presentation, rendering accounting, 
business, financial, investment, legal, tax, or other professional 
advice or services. This presentation is not a substitute for such 
professional advice or services, nor should it be used as a basis 
for any decision or action that may affect your business. Before 
making any decision or taking any action that may affect your 
business, you should consult a qualified professional advisor. 
Deloitte shall not be responsible for any loss sustained by any 
person who relies on this presentation.
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