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CAN THE INSURANCE
INDUSTRY RISE TO THE
CHALLENGE AND GET
MORE SCIENTIFIC
ON RISK?
Risk is at the heart of insurance. Without
it, there would be no need for the services
we offer or the products we develop to
meet customer needs, whether they are
commercial or consumer. But are we taking
a risk when we come to assess it within our
own organisations?
There has definitely been a sense that more could
be done when I have spoken with insurers over
the past six months. We have all seen, at firsthand, the incredible work and effort that has gone
into adapting quickly to the challenges the world
has faced in 2020. While the reaction has been
notable, it has also highlighted how important
digital transformation is to our ability to serve
customers and support employees.

We have seen new and safe working practices
and protocols, rolled out new digital technologies
to guarantee employee and customer interactions,
and made decisions in hours that would previously
have taken months. It all serves to underscore that
digital transformation is critical to the industry’s
future success and profitability.
And what this digital world demands is an ability
to exploit data in rigorous, scientific approaches
that ensure the decisions we make are fully
informed and backed by unimpeachable evidence.
If risk is the industry’s reason to exist, then data is
AdvantageGo’s. We aim to revolutionise insurance
by giving insurers the agility they need, whether
that is developing and delivering products to the
market faster or adapting rapidly to changing
customer needs.
This has led us to want to understand how insurers
are using data to make risk decisions, at a time
of turmoil and change. This report details our
findings, highlights the challenges insurers face if
they do drive the use of data to its full potential,
and suggests the steps they need to take to make
the most of the opportunities that lie ahead.
Ultimately, we all want the same thing – to enable
better, smarter, risk-focused decision-making, and
in doing so, lay the groundwork for the future
success and growth of insurance.

It has highlighted how important digital
transformation is to our ability to serve
customers and support employees.
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EXECUTIVE SUMMARY
In a year that has upended all notions of
normal, many industries have had to adapt
their working practices. For insurers, now
more than ever, there is an imperative to
ensure that the decisions they make are
accurate and reliable. Many pride themselves
on using data and science to assess risk and
shape their choices, but how well founded
is this confidence?
As they wrestle with the challenges imposed
by COVID-19, insurers need to be sure that they
are doing everything they can to make the right
decisions. However, our new research suggests
that while they are confident in a number of
areas, scratching beneath the surface reveals
significant contradictions and disconnects, even
within organisations.
It boils down to three core areas – organisation,
people and technology. The research highlighted
that, while confidence in insurers’ abilities to use
data and science to make decisions focused on
risk was extremely high, underneath that many
are falling behind in their ability to access and
analyse the most up-to-date data available.
This has a direct effect on their bottom line as a result of their struggle to be truly scientific,
underwriting decisions are not as profitable as
they could be, and respondents admit concerns
that they are not able to compete in the market
as well as their competitors.

Talent is also a concern, particularly when
it comes to getting new employees into
underwriting. However, leaders have confidence
in the skills at their disposal, and also see
opportunities in long-term remote working and
how it could open up talent pools.
Underpinning all of this was technology.
Fundamentally, the technologies that
organisations are using are not helping to
address these issues as well as they could. As
they look to become more scientific in their
decision making, it is crucial that organisations
invest in technologies that help them access and
analyse data, and adapt to the changing market
conditions that they have to negotiate in order to
be as profitable as possible.
As insurers tackle the challenges in the market
with new products and address evolving
customer needs, they need to be sure that the
decisions they make are accurate and correct.
In this report, we will explore how the industry
is approaching the challenge of using science
in risk, what impact COVID is having and what
insurers plan to do with their technology in
the coming months and years. Ultimately, it
comes down to addressing issues within their
organisation, having the right people in place
and deploying the appropriate technology
that supports their requirements.
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THE RESEARCH
VANSON BOURNE SURVEYED 200 UNDERWRITING
DECISION MAKERS IN SEPTEMBER 2020, 100 FROM
THE US, AND 100 FROM THE UK.

US

UK

100 UK UNDERWRITING
DECISION MAKERS

100 US UNDERWRITING
DECISION MAKERS

Respondents came from organisations of over 500 employees, which
deal to some degree with reinsurance or commercial insurance. They
held a range of roles involved in underwriting decision making, from
C-level roles such as Chief Underwriting Officer and Chief Risk Officer,
through to Underwriters and Actuaries.

UNDERSTANDING ATTITUDES INFLUENCING
THE SCIENCE OF RISK IN INSURANCE
When we set out to measure the insurance industry’s approach to risk-focused decision-making,
we wanted to see how the different elements that make up businesses today were involved in that
process. Fundamentally, the majority of companies that trade in knowledge are built out of three
areas – the people they employ, the systems (or technology) they use, and the organisational
framework that brings it all together. Those three pillars create the environment that hosts all the
innovation, the commercial aptitude, the products, services, relationships and everything else that
makes an enterprise, such as an insurer, what it is.
As we started to see the research results, we began to understand how each of those critically
influenced risk decision-making. However, there was a fourth element that came across as well –
COVID-19. Impossible to ignore, it was still fascinating to see how the events of 2020 are still
very much front of mind when talking to executives.
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THE ORGANISATION
HARBOURING A DATA DISCONNECT

13%

87%
87%

OF RESPONDENTS BELIEVE THEIR
ORGANISATION COULD BE MORE
SCIENTIFIC IN ITS APPROACH TO RISK

One of the most striking results from the survey was the confidence that almost all our
interviewees had in their approach to decision-making on risk. Ninety-nine per cent of
underwriting decision makers are confident in their organisation’s ability to make
underwriting decisions on risk that are data-driven and scientific.

However, when we broke this down, it became
clear that C-suite and heads of departments
were more likely to be very confident, with
61% agreeing they were, compared with 43%
of frontline workers – underwriters, analysts,
actuaries and exposure managers. This suggested
a disconnect between top of the business and the
factory floor and was a theme that came up in
other areas too, which we will explore in further
detail later in the report.

43%
FRONTLINE
WORKERS

There is another reason to suggest the initial confidence our
respondents displayed may be misplaced. Few organisations
are utilising all the data required to ensure that decisions
are as accurate and scientific as possible, with 87%
admitting they could be more scientific in their approach
to underwriting decision making and risk. Even more
concerning, only 16% of organisations say they have access
to all of the latest up-to-date external data sources needed
to make accurate and scientific decisions on risk.

87%

AGREED THEY COULD HAVE A
MORE SCIENTIFIC APPROACH
TO DECISIONS

16%

ORGANISATIONS THAT AGREED
THEY HAVE ACCESS TO ALL THE
LATEST UP-TO-DATE DATA

61%
C-SUITE &
HEADS OF
DEPARTMENTS
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MAKING PRE-AND POST-BIND
DECISIONS WITHOUT ALL THE DATA

19%
81%

81%

HAVE MADE PRE-BIND
DECISIONS THAT ARE
NOT BASED ON DATA
TO BE PROFITABLE

72%

28%
72%

HAVE MADE POST-BIND
DECISIONS THAT ARE
NOT BASED ON DATA
TO BE PROFITABLE

These access issues could have a significant and negative impact on insurers’ ability to maximise
profitability in their underwriting decisions. Worryingly, 81% have had to make pre-bind decisions
and 72% have had to make post-bind decisions that are not based on all of the data necessary to be
profitable, potentially influencing the bottom line.

However, there does appear to be awareness that
struggling to have scientific ways to calculate
risk could allow competitors to gain ground.
Nearly nine in ten had concerns that competitors
were better at using technology to make more
accurate scientific decisions on risk. That said,
this too highlighted a disconnect between
different levels of the organisation – while just
over one in ten of senior respondents were very
concerned, that grew to more than one in five of
underwriters.

9/10

CONCERNED THAT COMPETITORS
WERE BETTER WITH USING
TECHNOLOGY

1/10

OF SENIOR RESPONDENTS
WERE VERY CONCERNED

Are insurance leaders unaware of the realities of their organisational data capabilities, or does the
frontline fail to see the bigger picture? With underwriters using the technology in question in the
course of their daily work, the results suggest more of the former than the latter. Either way, insurers
need to be aware of the disconnect, identify the reality and work to improve communication and
understanding of capabilities across all levels of the business.

Are insurance leaders unaware of the
realities of their organisational data
capabilities, or does the frontline
fail to see the bigger picture?
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THE PANDEMIC
COMPOUNDED CHALLENGES

33%

67%

67%

OF ORGANISATIONS SAID COVID HAS
MADE UNDERWRITING DECISION-MAKING
EVEN MORE DIFFICULT

The impact of the pandemic underlined this
need for a more consistent awareness. Two-thirds
of respondents agreed that underwriting had
become more difficult thanks to COVID-19,
with half of these respondents saying the
primary reason was an inability to access all of
the available information needed. This highlights
the challenges organisations have faced when
suddenly having to go remote and work from
home – an issue for the majority of sectors,
not just insurance, but suggesting that new
approaches to technology are needed to ensure
underwriters can access everything they need,
irrespective of where they are working.

2/3

AGREED THAT UNDERWRITING
HAD BECOME MORE DIFFICULT

1/2

AGREED THE REASON WAS
INABILITY TO ACCESS THE
INFORMATION NEEDED

Insurers were not immune to the looming
economy crisis, either. Forty-four per cent of
respondents said that another issue was the
pressure to make profitable decisions, with
43% suggesting the speed at which they
needed to be made was also making
things harder.

44%

SAID PRESSURE TO MAKE
PROFITABLE DECISIONS
WAS AN ISSUE

43%

SUGGESTED THE SPEED
DECISIONS NEEDED TO
BE MADE WAS AN ISSUE
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THE TALENT
A BEACON OF OPPORTUNITY
6%

94%
94%

ARE CONFIDENT THEY HAVE THE SKILLS
AND TALENT IN THEIR ORGANISATION TO
ENSURE TECHNOLOGY IS DRIVING BETTER
AND MORE SCIENTIFIC UNDERWRITING
DECISION MAKING

Our research highlighted a disconnect in organisational thinking, but what do leaders think of the
talent at their disposal? The overwhelming sense was of significant confidence that the talent in their
organisation have the skills to ensure technology can drive better and more scientific underwriting
decisions, with 94% confident.
There was also faith in the ability to change, with 89% stating confidence in employees’ willingness
to embrace new technologies to deliver better decisions on risk. At a time when attracting new talent
is a challenge for all sectors, insurers’ belief in their employees was heartening to see.

89%

57%

72%

CONFIDENT IN EMPLOYEES’
WILLINGNESS TO EMBRACE
NEW TECHNOLOGIES

STRUGGLING TO ATTRACT
YOUNGER GENERATIONS
IN UNDERWRITING ROLES

REMOTE PRACTICES WILL
INCREASE ACCESS TO
TECHNICAL TALENT

However, that does not take away from the fact that 57% said they struggled to attract new and younger
generations of talent into underwriting roles. Again, while this needs to be addressed, insurers do see
a solution – one of the few positives of COVID-19, in fact. Nearly three-quarters (72%) believe that the
growing acceptance of remote working practices will increase access to technical talent going forward.
This also suggests that a majority of insurers are committed to embracing new working practices.
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THE TECHNOLOGY
THE KEY TO GETTING MORE SCIENTIFIC WITH RISK
7%
93%

93%

SAY THERE IS ROOM FOR IMPROVEMENT
WITH HOW TECHNOLOGY GUIDES THE
UNDERWRITING DECISION PROCESS
It became increasingly clear that the key to
many of the issues insurers faced, whether
organisational or talent-focused, was how they
used, deployed and invested in technology.
Overall, there is huge scope for improvement
when it comes to the technologies currently
used to assist with underwriting decisions.
Almost all (97%) believe tech could help
improve profitability and drive down ratios,
while nearly as many (93%) said there was
room for improvement in how it provided
scientific insights to guide the underwriting
decision process.
So, what’s stopping them? Poor adaptability
of their technologies may be a major reason that
organisations are falling behind in how scientific
they can be. Only one-third of respondents felt
that the technology in use was highly effective
at adapting quickly to the changing underwriting
requirements of customers (33%) and adapting at
speed to deliver the products needed to remain
competitive in the market (30%).

97%

1/3

BELIEVE TECH COULD HELP
IMPROVE PROFITABILITY

OF RESPONDENTS FELT THAT
THE TECHNOLOGY IN USE WAS
HIGHLY EFFECTIVE

This again revealed a disconnect, with 38%
of senior respondents likely to think the
technology at their disposal was highly effective
for adapting to customer needs, compared to
just 23% of frontline employees. The difference
was slightly smaller when it came to delivering
products to remain competitive – 33% of leaders
versus 23% of underwriting teams – but it all
serves to reinforce the notion that there is a
gap across the organisation, which needs
to be addressed.
However, the disconnect does not seem to
hamper plans – 72% of all respondents think they
need to evolve their use of technology in order
to compete effectively post COVID-19, with 96%
stating a likelihood that they will look to invest
in new technology platforms to help with
this challenge.

72%

OF ALL RESPONDENTS THINK
THEY NEED TO EVOLVE THEIR
USE OF TECHNOLOGY

96%

ARE LIKELY TO INVEST IN NEW
TECHNOLOGY PLATFORMS

Does this mean we will see cheque books coming
out? It is not that simple - most organisations have
barriers which are holding investment back, with
the top three reasons cited as investment cycles for
IT being set and difficult to influence (28%), tech
investment not being controlled by those making
underwriting decisions (25%), and a general sense
of inertia or reluctance to change (23%).
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THREE STEPS TO
BECOMING MORE
SCIENTIFIC
In many ways, this research has highlighted
that while COVID has been ever present in
the thoughts of insurers, when it comes to
decision-making focused on risk, there is
still immense confidence in organisations’
abilities. Yet, it is a confidence that is a bit
thin in places, and insurers must be sure that
it does not breed complacency. As we have
seen, the disconnect between management
and employees was a continual theme, and
it is critical that organisations do not rest on
their perceived laurels.
What then do insurers need to do to ensure
they are being as scientific, and data-driven, as
possible in their risk decision-making? It comes
back to those three pillars – organisation, people
and technology.

1. THE ORGANISATION
At an organisational level, there needs to be
greater understanding. It might be that senior
executives are right, and that underwriters are
being particularly pessimistic, but even if that
is the case, it needs to be addressed. Looked
at more broadly, there needs to be a culture of
openness, honesty and transparency – if the use
of data is not as proficient as it could be, steps
need to be taken to address that, and that starts
with leaders being receptive to feedback on the
current state of affairs and employees feeling
confident they can be open in the challenges
they face.

2. THE TALENT
This feeds into people, and whether insurers
can attract the right talent. Insurers can see the
positives of enforced, long-term remote working;
no longer restricted by location, they can access
the technical skills they need to be able to take a
more data-driven, scientific approach.

3. THE TECHNOLOGY
Underpinning it all is technology, but it needs
to be fit-for-purpose. It needs to be usable
and accessible, appropriate for the organisation’s
capabilities, and tailored to drive the results
insurers need – whether that’s deploying products
more quickly or adapting to changing
customer demands.
Insurers need to be able to accurately assess risk
in order to serve their customers, and they need
to be able to do it fast. This is why a scientific and
data-driven approach is critical, but it is only in
focusing on the organisation, their people and the
technology they use that they can achieve a more
scientific approach to risk.
If you would like to discuss how you could take a
more scientific approach to risk decision-making,
please do get in touch with Harvey Quinn
(harvey.quinn@advantagego.com).

We all want the same thing – to enable better,
smarter, risk-focused decision-making, and in
doing so, lay the groundwork for the future
success and growth of insurance.
ADRIAN MORGAN, GLOBAL HEAD OF ADVANTAGEGO
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