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Background and scope for the analysis of the adoption of predictive analytics in the
insurance industry

Insurers are planning for rapid digital adoption in order to reimagining products, channels, and operations in a post-pandemic world
Insurers have been investing in digital capabilities such as analytics, automation, cloud, design thinking, Internet of Things (I0T), machine learning, and mixed reality. Data has been a
foundational asset that powers these digital capabilities

e Insurers have amassed a vast volume and a variety of data coming from internal as well as external sources, which is both structured and unstructured. Insurance firms have struggled
to realize the return on investment or the business value from their data initiatives
Globally, insurance firms spent over US$6.3 billion on data and analytics services in 2019

e As insurers accelerate their data initiatives, the advancements in predictive analytics technology and use cases specific to insurance industry are reaching significant enterprise
adoption maturity

e Predictive analytics plays a key role as insurers look to adopt newer business models, drive superior operational efficiencies and customer experience. Enterprise wise adoption of
predictive analytics is one of the key enablers to drive top-line growth and cost take-out initiatives

e Inline with this, insurance industry has seen increased maturity in adoption of predictive analytics — driven by an explosion in data availability, increased adoption of cloud, data
democratization, and advances in Artificial Intelligence/ Machine Learning (Al/ML)

e Inthis report, we lay down a definition of predictive analytics, identify the key business drivers for adoption of predictive analytics in insurance, explore use cases of predictive analytics
in insurance, and provide some best-in-class examples of insurers leveraging predictive analytics

e In addition to analyzing the adoption trends, we also look at the challenges faced by insurers in their predictive analytics adoption journey, and the complex technology vendor and
service provider landscape that insurers must navigate through this journey

Scope of this report: @
& =2
<...>

Geography Industry Services Sources
Global Insurance Insurance IT Services Everest Group’s ongoing tracking of the
insurance industry, proprietary
databases, public disclosures, and
interactions with enterprises, service
providers, and technology vendors
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Executive summary

PRI e Insurers are amplifying their focus on adopting data and analytics to reinvent and
- Sa transform the insurance business. The core ethos is to build a data-driven technology
firm that protects customers

e A platform-based operating model, in combination with a data exchange, is the
foundation for successful adoption of predictive analytics

e Insurers are leveraging predictive analytics to personalize experiences, drive revenue
growth via enhancing sales, channel, and product effectiveness, improve customer
retention, and reduce processing times for claims and underwriting

e Insurers need to iron out existing challenges around their fragmented data and legacy
systems, lack of a holistic view of the customer, and limited tools and talent availability
to enable adoption of predictive analytics at scale

S e Migration of data from legacy systems to modern data infrastructure is a bottleneck
. due to lock-ins created by legacy data technology vendors, lack of business buy-in,
and costs and risks of migration
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e e Insurers need to navigate through a complex landscape of technology vendors and
service providers, and partner with fit-for-purpose vendors to meet their end-to-end
predictive analytics needs
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This study offers six distinct chapters providing a deep dive into key aspects of predictive
analytics in insurance; below are four charts to illustrate the depth of the report

Increasing maturity of analytics solutions | Adoption maturity of predictive analytics use cases
Increasing maturity of analytics solutions V Property and Casualty (P&C) insurance V¥ Life and Annuities (L&A) insurance Low N High
i Evolving usage @g ‘ P Insurance value chain Predictive analytics use cases Adoption maturity (P&C vs L&A)
i - (R i
i ofanayies o " i i Prescriptive analytics i = Identify customer’s present and future needs and tailor/modify product coverages to \ A 4
; ORI - - 4 Prescribing acions required to deal with | | Ny Product development [0l oS e e B
| 11 predicted future events i
‘ @ | CoTTTmoromomoooooooooooooooooooos ‘ e Analyze customer behavior to identify prospects and improve marketing efficiency
= i LT TTTTTTTTTTTTTToTTooTooommomeom \@ Sales & distribution e Predict customer needs, enable cross-sell/upsell models, and build single customer v _
g 3 Predictive analvtics o - Predictive analytics | views to drive personalized conversations and improve distribution efficiency
= [— '_E ! i . Predicting the likely future outcome of events 3
= F@ ¢ R == R e Rt b Cmmmmmmmmmmommsmme e @ Collect and analyze data from multiple sources (sensor-based devices, third-party
& =N\ . ST | Underwriting sources) for improved risk selection and pricing precision — resulting in lesser reliance on v _
o)) 9 Descriptive analytics — == === == == = == — = — - _,‘ Descriptive analytics ! — traditional data sources, a streamlined application process, and accelerated underwriting
= i Actionable insights into the current situation !
g B ' e Identify customers at the risk of policy cancellation to improve persistency levels
m P I T mIm T ' -~ Policy administration e Focus on identifying loyal customers and anticipating their future needs for VvV V
. Reporting ! N improved customer engagement levels
o Reporting — = = = = = = = = = = == = === oo oo s -‘ Building data repositories and reporting !
! current situation | % e Analyze inbound claims for triaging purposes to improve processing efficiency
P n . e ' Claims management o Identify risk of fraud by studying claims characteristics and preventing potential frauds v A\ |
Sophistication of solution o Analyze past claims to make effective decisions on risk selection and planning

3
Consulting heritage providers

S Service provider 1 ; 2 ; i
Dat = . e . teradata. ! Insight/decision experts
e . Q Informatica ORACLE Reltio riverbed ! segments Y L 2 L

& -
vendors SHIVE »waln_server DATABASE @tl‘esata

' '
i i
i i
Capability mix Data management i Data management ! Data management
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, ! i i
/I \‘\ i i /I \‘\
’ A ! ! ’ A
’ \, 1 1 ’ \
,I \\\ : : ,I \\\
“J Betterview neustar / N i / ' v \
woteng i geion | Yo oo 13 Watson & on i : / :
su S nalytics ) ! ) ! :
’ A\capesnaLyTICS - §sas Strategy & 4 ____________\_“ Analytics ! Strategy & 2 Analytics ' Strategy & 20N N Analytics
Analytics & consulting & insights 1 consulting & insights 1 consulting & insights
insights '
Latform | ettt
:""’?‘;;s " Service AtoS g DATAMATIES. | R !
e ’_asg ) Infesrmation ¥ Microsoft MiroSirategy Q providers Ut U5 ke igere | XexL | =
isualization 4 - HDEEIZ]
° | Collibra ; Qlik T4 OxCch ; i
dashboarding — Builders .lm Power Bl Stenleau P4 oxCaochnology Infosys 3 fractabes G genpact 3 pwe Mﬂa
’ oL LT NTTDaTa | !
Lnsom ! !
Tech i ‘ © UL WNS .
Mahindra virtusa i o '
'
Value Go-to service providers for development ! Go-to service providers for advanced . Data and Analytics (D&A) maturity assessment +
proposition of robust data and analytics foundation ' insights to deliver business outcomes ' business and technology transformation

/Eerest GI’OUP® Proprietary & Confidential. © 2020, Everest Global, Inc. | EGR-2020-41-CA-3913

RESEARCH



Research calendar
Insurance IT Services
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With you on the journey

Everest Group is a consulting and research firm focused on strategic IT, business services, engineering services, and sourcing.
Our clients include leading global enterprises, service providers, and investors. Through our research-informed insights and
deep experience, we guide clients in their journeys to achieve heightened operational and financial performance, accelerated
value delivery, and high-impact business outcomes. Details and in-depth content are available at everestgrp.com.
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