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Abstract: Using real-time customer data holds great potential for the insurance industry. The
frequency and relevance of interactions can be improved to provide assistance in real time. Better
prevention and risk management can significantly improve pricing and reduce losses. These changes,
however, hold the potential for structural changes in the industry. This research aims at understanding
the potential path of the development of services in insurance and the challenges faced by insurers. A
panel of industry experts provided the industry’s view, which was then compared with the responses
of 1542 Swiss retail customers. We find that customers have high trust in insurance companies and
are open to purchasing additional services, particularly for prevention and assistance. Insurance
companies, however, are currently focusing on cost improvement measures. Customers are open to
sourcing services from other providers, suggesting that insurance companies need to evolve their
approach to take advantage of the current market window.
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1. Introduction

The world’s most valuable resource is no longer oil, but data (The Economist 2017).
Mining data for insights can enhance the productivity and competitiveness of companies
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and create substantial benefits for consumers (Manyika et al. 2011). This value creation is
doi.org/10.3390/jrfm14050227

built upon the convergence of trends in digitalization and servitization, and is delivered
to the customers through the introduction of new, customized products and services. The
evolution of value creation, however, requires new organizational solutions and can trigger
large-scale structural changes in the industry. This paper surveys insurance experts and
customers in Switzerland to understand the likely path of evolution, generate insights for
insurance companies and identify topics for future research.

Wamba et al. (2015) conduct a longitudinal study of the current literature to identify
five dimensions in which big data can create value for companies: creating transparency,
enabling experimentation, customizing actions, replacing human decisions and innovating
business models. Achieving these results, however, is linked to a number of issues they
identify: data policies—especially regarding privacy—are necessary, appropriate technol-
ogy will need to be implemented, organizations will need to adapt their processes and
expertise, access to relevant data will be critical, and industry structure will have an impact
on the effectiveness of big data. The structural impact is significant: Bouwman et al. (2018)
find that technology turbulence has a direct effect on business model experimentation and
that this innovation has a positive effect on company performance. In their sample of 85
European SMEs, the impact was more extensive for big data than for social media, and
they observe that big data affect a company’s core activities.

Vandermerwe and Rada (1988) introduce the concept of servitization, whereby compa-
Attribution (CC BY) license (https:// ~ Nies bundle services in their core offerings to create new relationships with their customers
creativecommons.org/licenses /by / and lock out competitors, lock in customers and increase the level of differentiation. They
40/). note that the cumulative effect of the introduction of new service offerings changes the
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dynamics of the industry in which the companies operate. Neely (2008) analyzes 10,634
manufacturing firms to identify 12 different forms of servitization and understand their
financial impact. While servitization is widespread, especially for larger companies, its
financial benefits are less clear and they appear to not cover the additional investment in
skilled employees and working capital—the servitization paradox. He suggests this may
be due to the challenges of shifting the mindsets of employees and customers, of managing
multi-year timescales and of new business models/customer offering. Adrodegari and
Saccani (2017) survey 222 published sources to conclude that service transformation re-
quires fundamental changes in the firm's structure, culture and competencies and in the
way of delivering value and dealing with customers and stakeholders. Big data further
accelerate this transformation by enabling enterprises to more quickly and more efficiently
reconfigure their capabilities. Big data and servitization reinforce each other: the more an
enterprise servitizes its products, the more users they have, the more data can be collected
and information exploited through resell and/or reuse (Opresnik and Taisch 2015).

Zolnowski et al. (2016) investigate 20 cases from seven service industries, including
one example from insurance, to understand how successful data-driven innovation has
impacted their business models for value generation and value capture. These cases cover
improvements in customer orientation, process optimization, better profitability and the
optimization of resource planning, and the collection of information to complement and
accelerate decision. They identify four innovation patterns linking cooperation between a
company and its customers, and value vs. productivity improvements: cooperative value
innovation, customer-centric value innovation, cooperative productivity improvements,
and company-centric productivity improvements. Successful implementations of data-
driven innovation combine improvements in both customer orientation and productivity,
and they reinforce each other. The study concludes that data-driven innovations in service
businesses will likely substantially transform the way corporations think and operate.
Thus, the experience of servitization is accompanied by profound changes to the winning
business models. Technology, especially big data, further impacts this change. The shift to
services and their data-driven evolution is accompanied by significant challenges for the
organization and can trigger fundamental changes in the industries where it occurs.

Big data require access to customer information. The privacy calculus theory indicates
that individuals are willing to disclose personal information in exchange for some economic
or social benefit. When the perceived benefits obtained by disclosing the information are
higher than the risks assumed, the willingness to provide the information is given (Culnan
and Armstrong 1999). However, the calculus can be situation-specific and rationally
bounded (Kehr et al. 2013). Customers are more willing to share information when (a)
information is collected in the context of an existing relationship; (b) they can control the
future use of the information; (c) the information is relevant to the transaction; and (d) the
information can be used to draw reliable and valid inferences (Stone and Stone 1990). Trust
has been found to play a key role in information disclosure (Metzger 2004; Simpson 2012),
and people tend to share with third parties more general information than sensitive data
(Milne and Gordon 1993; Smith et al. 2011).

In insurance, in particular, customer relationships are of crucial importance, and the
way of doing business is affected by insurers’ ability to better understand their customers
(Beer et al. 2017; Garth and Westlake 2018). Changing customer expectations caused by the
availability of new technologies but also generational shifts open up new challenges for the
insurance industry. Policyholder expectations for individualized, more flexible, and real-
time services are becoming more common and insurers need to be prepared and capable of
handling these expectations (Beer et al. 2017; Buehler and Maas 2016). The majority of Swiss
insurance customers prefer individual, more personalized, flexible services and consulting,
thus putting pressure on insurers to develop new offerings and touchpoints (Deraéd and
Henry 2012; Kotalakidis et al. 2016). In addition to satisfying customer expectations, data
can also enable insurers to better tailor and individualize their products to the customers’
risk profile (Baecke and Bocca 2017), decrease information asymmetry (Cardon and Hendel
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2001), and properly assess clients’ risks to calculate the premium adequately (Borna and
Avila 1999; Rothschild and Stiglitz 1976).

Eling and Lehmann (2018) review the current literature of 84 academic papers to
understand the impact of digitalization on the insurance value chain, and note that the
academic discussion on the digitalization of insurance has been virtually non-existent. They
predict that technology will bring significant change to the insurance industry in three
broad categories: (1) new technologies change the way insurers and customers interact
(e.g., social media, chatbots and robo-advisors); (2) new technologies can be used to
automatize, standardize and improve the effectiveness and efficiency of business processes
(e.g., online sales, digital claims settlement); and (3) new technologies create opportunities
to modify existing products (e.g., telematics insurance) and to develop new ones (e.g., cyber
insurance). Further, they categorize and detail the impact of digitalization on insurance
along eight primary and six secondary insurance activities. The authors, however, are
much more conservative in their assessment of the potential for disruption in the insurance
industry. They consider unlikely that established non-insurance technology players would
enter the insurance industry and capture parts of the value chain: insurance incumbents
are not as keen to outsource parts of their value chain, established technology players
should have better alternative investment opportunities, the regulatory environment and
the expertise required necessitate a significant investment, and negative customer feedback
in the case of a declined claim may spill over in their core business. Disruption from
insurtechs is also considered unlikely: traditional insurers could just copy the insurtechs, or
they could just buy them; insurtechs are more interested in collaborating than in competing
with insurers; and regulatory constraints and lack of expertise challenge the expansion of
insurtechs. However, data are not provided to support the qualitative analysis. Insurability
of risk, on the other hand, may be affected by digitalization as new information may impact
information asymmetry and risk pooling, new technologies may impact loss frequency
and severity, connectivity increases dependencies among risks, and ethical and legal
questions may arise. Thus, the authors view the impact of digitalization as a significant
enhancement to but not a disruption of the existing business models of insurers, i.e.,
providing indemnification in case of loss and the connected activities related to pricing,
distribution and customer interaction.

Cappiello (2020) follows a similar framework to investigate the impact of technology
and insurtechs on insurance intermediation and customer loyalty. She also concludes that
digitalization is destined to deeply modify insurance, impacting all activities in the value
chain, from product development and underwriting to sales and distribution, policy and
claims management, and asset and risk management. Further in agreement with Eling and
Lehmann (2018), she also concludes that the potential for disruption in the industry due to
insurtechs is low. The conclusions regarding the potential impact of established technology
players, however, are less clear. In insurance, services coexist in the user’s and in the
manufacturer’s spheres of availability, and continue to be influenced and activated by the
latter (Normann 2001). A company can act to modify the service by varying premiums
or conditions, while a customer’s behavior can impact the risk. This interrelation drives
the potential for a more fundamental impact of technology on the insurance business
model and leaves several research questions open regarding the opportunities provided by
personalized services.

While broadly in agreement with the insights from other markets, research on the
willingness to share information (WSI) in insurance indicates that customer value involves
not only the perception of product quality, but also company reputation and services.
Further, this can be influenced by the level of satisfaction with the insurance agent (Steiner
and Maas 2018). Insurance customers are open to sharing information with their insurers
and are increasingly interested in accessing services provided by them (Bain & Company
2017). On the other hand, they are open to purchasing core insurance products, and
presumably, ancillary services, from new entrants in the industry (Bain & Company 2018).
Swiss insurance customers have been found to be generally in line with these findings: they



J. Risk Financial Manag. 2021, 14, 227

40f16

are open to sharing information in general, and especially if they receive enhanced services
or premium discounts in return. The type of information requested impacts this willingness
to share: sharing traditional insurance-specific information, for example, regarding the
vehicle or the location and dynamic of the accident, is not problematic. On the other
hand, customers become more guarded when sharing information that is more behavioral
in nature (Pugnetti and Elmer 2020). Several tests are already underway in the Swiss
insurance market by incumbents, with a special focus on personalizing motor insurance
(Arisov et al. 2019).

It is at this point unclear how to reconcile the experience outside of insurance with
the current view within insurance. Digitization, big data and servitization have been
shown to bring opportunities in several industries while requiring significant changes in
the incumbents’ business models to harvest the full benefits and thus, potentially triggering
shifts in the industry structure. Insurance customers have been shown to be open to
purchasing additional services from insurers and to sharing personal information with
them. At the same time, the available literature indicates that the transformation underway
in insurance will improve the current operating and business models but should not alter
value capture mechanisms and the structure of the industry. The data supporting this point
of view, however, do not seem conclusive.

This research aims to understand the impact of data-driven services in insurance using
primary data to address four fundamental questions for Swiss insurance businesses:

1. How are Swiss insurance companies addressing the opportunities offered by data-
driven services and do they see a long-term impact on the structure of the industry?

2. Which insurance-related services are Swiss customers interested in, and how do they
value the information needed to provide them? How do these results differ by gender,
age cohort, and current insurance provider?

3. How open are Swiss insurance customers to sourcing insurance-related services from
non-insurers?

4. How well does the view of insurance experts match customer priorities?

In addition to the literature reviewed above, we constituted a panel of insurance
experts to verify the interest from practitioners in the topic and develop the research
approach. These core experts were interviewed from April to June 2019 using qualitative
semi-structured interviews, and their insights guided the structure of the survey as well as
the selection of the broader set of experts surveyed.

2. Materials and Methods

We address the research questions above by conducting a survey of Swiss industry
experts and of Swiss retail customers. In each survey, we investigate the likely evolution of
services in insurance and their long-term impact on the industry, as shown in Table 1.

Table 1. Research structure.

Industry Perspective Market Perspective
Expert Survey Customer Survey
Evolution of services Adoption in 3-5 years Interest vs. perceived "cost” of

information needed

Impact of services Impact in 5-10 years Provider preference

The experts were asked on a scale of one to six how likely it is that individual services
will be standard in the industry in three to five years, and how likely it is that these services
will be provided by new industry players in five to ten years. Customers were surveyed on
their interest in using the services on a scale of one to six, with one meaning not interested
at all and six meaning very interested. Separately, they were asked how much they value
the different types of information required to provide the services, also on a scale of one
to six, with one indicating not willing to share the information at all and six indicating no
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problem sharing the information. The type of information was matched to the services by
the authors and the experts to determine the attractiveness of the service vs. the perceived
“cost” of the information necessary to provide that service. In addition, customers were
asked how open they are to sourcing the services from different types of providers.

Underlying the two surveys is a common set of services, summarized in Table 2.
The list of services was developed together with the expert panel to capture the range
of topics of interest to practitioners and is organized by line of business (LoB) and type
of service. We surveyed services in three lines of business: auto/mobility, home/living,
health/wellness, as well as cross-LoB services. In each LoB, we surveyed five types of
services: protection/administration, prevention/risk management, assistance/emergency,
cost control/claims management and life services not specific to insurance. An example
of a service was provided for each combination to ensure consistent understanding of
the topic for the respondents to the survey. This structure allowed us to summarize and
compare the results by LoB and type of service as well as by individual service.

Table 2. Services surveyed, detailed by line of business and type of service.

Protection/ Prevention/ Assistance/ Cost Control/ Life Services 1
Administration Risk Mgmt. Emergency Claims Mgmt.
Automated policy Real-time warnings/ Automated Coordination of Locatlon—basg d
i1 - emergency call - enabled services such
Auto/Mobility changes based on recommendations ; ! repair garage, .
- - triggered in case of as wash service,
new car purchase while driving A replacement car, etc. .
accident pickup, etc.
Policy updates after ~ Automatic shutoff of . , Automated Flder care—
.. . . Dispatch contractor if ~ scheduling of notification if bed not
Home/lemg new construction/ water, gas, etc., in . . . . .
R flooding detected inspections, repairs, used/fridge not
repairs case of emergency
etc. opened for 12 h
Automated nutrition ~ Automated Access to specialized ~ Scheduling gym time
Automated . . . .
Health/Wellness rocessing of medical recommendations scheduling of doctor ~ provider network for ~ when on travel in a
P! & based on health visit based on critical  chronic health new location based
bills o -
monitoring health stats conditions on calendar
Policy analysis and Individualized, Automated coverage adjustment/dynamic aA; ;(;rtl::;ii/ccci) Vz;i%iec
Other/Cross-LoB recommendation for ~ automated coverage . . 8¢ ad) y acy y
. insurance adjustments insurance
changes advice

adjustments

! non-insurance-specific services.

The survey was sent to 35 insurance experts identified by the expert panel in July 2019.
In addition to the structure above, the experts were also asked about the business driver
for introducing services in insurance. Twenty-three experts responded.

Retail customers were surveyed in January 2020 following an expert panel workshop
to discuss the results of the expert survey. A total of 1542 German-speaking customers
responded to the survey. Not all respondents answered all the questions, and all responses
that had completed at least 95% were used. All respondents were current holders of
P&C, Life and Health insurance policies in Switzerland. The responses were organized
to be roughly equivalent in size by gender and across four age cohorts: 18-25, 26-35,
36-50 and above 50 years old. They were also asked to identify their key decision criteria
when purchasing insurance, rate their trust in insurance and name their current insurance
providers. A list of the five largest insurers in P&C, Life and Health in Switzerland was
provided to collect insights in the portfolio of 13 insurance companies.

Different items of the survey were then used to address the research questions as
summarized in Table 3.
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Table 3. Approach for addressing each research question.

Research Question

Approach

How are Swiss insurance companies addressing the
opportunities offered by data-driven services and do they
see a long-term impact on the structure of the industry?

Expert survey: adoption in 3-5 years and impact in 5-10
years of each service.

Which insurance-related services are Swiss customers
interested in, and how do they value the information
needed to provide them?

How do these results differ by gender, age cohort, and
current insurance provider?

Customer survey: interest in purchasing service and
perceived value of the information required to provide
the service.

Analysis by gender, age cohort and named insurance
provider.

How open are Swiss insurance customers to sourcing
insurance-related services from non-insurers?

Customer survey: preference for provider by industry
for each service.

How well does the view of insurance experts match
customer priorities?

Evolution of services: comparison of customer interest
in purchasing and the perceived cost of information by
service vs. expert view of adoption in 3-5 years.

Impact of services: comparison of customer preference

in sourcing from non-insurance player vs. expert view
of impact in 5-10 years.

3. Results

The responses to the survey and their analysis have been organized in this section to
match the sequence and contents of the research questions above.

3.1. Expert Survey

The results of the expert survey by individual service are shown in Figure 1. On the
left side of the figure, we tabulate the responses. On average, both adoption in 3-5 years
and impact in 5-10 years are slightly above the middle point of the 1 to 6 scale, indicating
overall adoption, but not a widespread, standard offering of services, and an industry
dynamic largely limited to the existing players. The view of the individual services
for each line of business, however, is quite differentiated. In automotive and mobility
services, the focus seems to lie in cost control and claims management with assistance
and emergency services, whereas in health and wellness, the focus is on improving policy
administration. Automated recommendations, advice and claims processing seem to be
viewed as promising across the board, while services for the home seem to be lagging.
The potential for impact in the structure of the industry seems to be driven by prevention
and risk management services, enriched with services outside the insurance industry and
automated adjustments to the insurance coverage. Thus, adoption seems to be focused
on improving operations, while experts deem services adding value to customers as the
most impactful in the long term. On the right side of Figure 1, we plot the values for both
adoption in 3-5 years and impact in 5-10 years with respect to the average value for each
dimension. Notable in this plot is the inverse relationship between the two dimensions:
the experts polled indicated that the operational services that insurance companies are
likely to introduce in the near future are, by and large, not the ones that are likely to have
a longer-term impact on the dynamics of the industry. Conversely, a number of services
deemed to be of significance in the long term are not being pursued as actively.

The same results can be summarized by line of business and by type of service to
further highlight the core messages. These are shown in Figure 2. On the left side, we see
that the adoption efforts are focused on automotive services and in automating cross-LoB
processes. The impact of these efforts is expected to be comparable and somewhat limited
across the lines of business. The differentiation across both dimensions, however, is much
larger when analyzed by type of service. The industry seems to be focusing its efforts on
cost control measures, and to a smaller extent on administration and assistance services.
Risk management services for customers and adding non-insurance services is not in focus.
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Experts, however, view precisely these two types of services as the most likely to have
an impact on the industry in the medium term, with assistance and claims management
having an average impact and administration, unsurprisingly, the lowest impact.

. Adoption Impact
Service in 3-5 years | in 5-10 years
Auto/Mobility

1 Protection/Administration 3.57 3.59 @

2 Prevention/Risk Management 3.64 3.95

3 Assistance/Emergency 4.82 3.68

4 Cost Con.trol/Clalms Mgmt. 5.00 3.64 @ @

5 Life Services 3.55 4.59
Home/Living R @

6 Protection/Administration 3.27 3.09 S

7 Prevention/Risk Management 3.23 4.23 8 18 @ 2

8 Assistance/Emergency 3.77 3.73 £ g @

9 Cost Control/Claims Mgmt. 3.82 3.77 qé’ @ 8 < @
10_Life Services 577 424 B ® ®
Health/Wellness 2 ~;

11 Protection/Administration 4.77 3.00 ;""'-\\\

12 Prevention/Risk Management 3.50 4.14 T
13 Assistance/Emergency 3.09 4.00 R?=0.2011 ™
14 Cost Control/Claims Mgmt. 4.14 3.64

15_Life Services 314 3.68 ®

Cross-LoB @

16 Policy recommendations 4.52 3.29

17 Automated coverage advice 4.24 3.81

18 Automated coverage adjustment 3.60 3.95 Relative Adoption

19 Automated claims process 4.24 3.43

Mean 3.88 3.76

Figure 1. Experts’ view on adoption and impact of services.

By Line of Business By Type of Services

Life Services

E Auto / Mobility ‘g Prevention / Assistance /
S Home / Living a Risk Mgmt. Emergency
- O © £
: Q 2
= { = {
E: ® - )
< Health / g Cost Control /
Wellness Cross-LoB Claims Mgmt.
Protection / Admin. CD
Relative Adoption Relative Adoption

Figure 2. Experts’ view by line of business and type of service.

The message from the experts can thus be interpreted as follows: data-driven services
will be implemented in the Swiss insurance industry in the next few years and will likely
have an impact in the industry dynamic among the existing players. The lines of business
are likely to evolve at different rates, with automotive leading the development and home
lagging. Cross-LoB capabilities to automate will emerge. The current implementation
focus will lead to services deployed especially to control internal costs, with services for
prevention and to satisfy non insurance-specific needs lagging. However, precisely these
lagging services are the ones expert expect to have a longer-term impact on the structure of
the industry.

3.2. Customer Survey—Services

Insurance customers were surveyed regarding their interest in receiving a particular
service and their degree of comfort sharing different types of information. The type of
information was mapped by the experts onto the services to have an overall indicator
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of the willingness to share information (WSI) necessary to provide each service. The
indicator matches the customer’s willingness to share the most critical piece of information,
i.e., that with the lowest score. The detailed responses for the willingness to share each
type of information are available in the Appendix A. These results are similar to others
obtained in previous studies (e.g., Pugnetti and Elmer 2020, showing a greater willingness
to share information related to insurance and more reticence regarding surveillance-type
information. These results will therefore not be discussed in more detail in this paper.

The results of the customer survey are shown in Figure 3. Overall, customers are
moderately interested in services but somewhat guarded in their sharing of information.
Looking at the individual results there seems to be interest in prevention and assistance
services in automotive, while in home the interest is more on non-insurance services. The
interest in health services is muted overall, as is the interest in cross-LoB automated services.
In automotive and in health, contrary to home, life services meet with noticeably less inter-
est. Customers are relatively open to sharing administrative and emergency information,
as well as health-related information. They are much less open to sharing real-time infor-
mation necessary to provide additional services and to automate key process across LoBs.
This is due to the type of information requested as discussed previously. Interest in the
service and the willingness to share information (WSI) is plotted with respect to the average
response on the right side of the figure. There we see that there is no correlation between
the interest in a service and the perceived cost of the required information. A few services
appear in the top right-hand quadrant, indicating a high interest from the customers and
a larger than average willingness to share information. Automotive assistance and the
administration for automotive and health stand out, indicating customer support for some
types of emergency support but also the inadequacy of current administrative processes.
In the lower left quadrant, on the other hand, we find services that are deemed not as
interesting and where the necessary information is deemed costly. Here, we find several
of the life services and automated cross-LoB services. This indicates potential barriers to
automating core insurance processes and expanding insurance beyond traditional core
offerings.

Service Interest WSI

Auto/Mobility

1 Protection/Administration 3.59 4.27 @

2 Prevention/Risk Management 4.24 2.70

3 Assistance/Emergency 4.12 3.83

4 Cost Control/Claims Mgmt. 3.64 2.51

5 Life Services 3.31 2.51 @
Home/Living

6 Protection/Administration 3.45 3.50

7 Prevention/Risk Management 3.74 2.73 & @

8 Assistance/Emergency 3.51 3.85 ; @ @ @

9 Cost Control/Claims Mgmt. 3.34 2.51 .‘12’ @
10 Life Services 4.08 2.18 B R?=0.0022
Health/Wellness E ----------------------------------------
11 Protection/Administration 3.72 339 || mmeeeemememmmemmmmemm T

12 Prevention/Risk Management 3.28 3.32

13 Assistance/Emergency 3.00 3.39 17@: 16 @ @
14 Cost Control/Claims Mgmt. 3.57 3.20

15 Life Services 2.82 2.51 @ @
Cross-LoB
16 Policy recommendations 3.52 2.70

17 Automated coverage advice 3.48 2.70

18 Automated coverage adjustment 3.25 2.18

19 Automated claims process 371 2.18 Relative Interest
Mean 3.55 2.96

Figure 3. Customer interest and WSI by service.

Similarly to the expert survey, we can summarize customer responses by line of
business and by type of service. These results are shown in Figure 4. Overall, automotive
services enjoy customer interest and a relative willingness to share the required information.
Health services do not seem to enjoy the same interest. Most noticeable, however, is the
overall reluctance from customers to share the information necessary to provide automated
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cross-LoB advice and coverage adjustment. The view by type of service provides a different
set of insights: customers are open to sharing information related to administration and
emergencies, but only moderately interested in these services. They are interested in
prevention services but guarded with the necessary information. They are not as interested
in cost control or life services, while also being reluctant to share the relative information.

Relative WSI

Health / Wellness

By Line of Business

By Type of Service

Protection /

DO Admin,

Assistance / C
Emergency

Auto / Mobility

O O @ Prevention /
= Risk Mgmt.
a g
o 3 o
Home / Living % Cost Control /
o Claims Mgmt.
Cross-LoB Life Services
Relative Interest Relative Interest

Figure 4. Customer interest and WSI by line of business and type of service.

Overall, customers provide a differentiated view of their interest in data-driven ser-
vices. They are generally interested in prevention and assistance services, and more so for
automotive and, to some extent, home. They are generally open to sharing administrative
and emergency information but more guarded with more behavioral information. The
differentiated nature of the result suggests that narrow, targeted service offerings are likely
to be more successful than broader, company-wide or cross-LoB service offerings.

We further analyze the responses by gender, age cohort and current insurer, as sum-
marized in Appendix A. These results are in line with previous research, with men and
women showing similar interest in additional services and younger customers significantly
more interest than older customers. Men and younger people are also generally more
open to sharing information with insurers. This indicates that data-driven services should
increase in popularity over time as younger customers replace the existing core insurance
customers and both the interest in services and the willingness to share information rise.
The responses also show no significant differences among the customer portfolios of indi-
vidual companies. The customer profile, the interest in services and the willingness to share
information are essentially identical for all insurance companies. Customers of companies
with different market approaches, such as Allianz with their operations focus and Mobiliar
with their local delivery approach, are equally interested and open to sourcing services.
Additionally, P&C companies do not have an advantage in automotive or health insurers
in health services, and so on. This suggests that customers view the insurance industry as
trustworthy overall and do not distinguish sharply between companies when asked about
new services. This may also be indicative of an early stage of market development, and
may change as services are introduced by individual companies and customers begin to
experience them.

3.3. Customer Survey—Providers

In the survey, customers were asked to rate on a scale of one to six how open they were
to purchasing the services listed from companies operating in different industries. The
results are shown in Figure 5. Where the services were clearly identifiable with insurance,
the insurance industry has a clear advantage with only a few exceptions. This result attests
to the excellent perception of their insurance company among Swiss customers. A few
exceptions can be explained with market affinity. Therefore, for example, automotive
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brands are a close second to insurers in services related to mobility, and existing specialized
providers are narrowly in first place in health. In non-insurance services, the gap is
narrower overall. Technology companies are not a provider of choice for any of the services,
as consumers have low trust in them. These companies, however, should be able to leverage
high volumes internationally and very cost-effective platforms if they decide to offer
services, and should therefore be a strong competitor in spite of customer perception. Other
industries are in-between these two extremes, with automotive companies particularly
unwelcome to provide health services. The main challenge to insurers does not seem
to come from established players but from specialized, potentially new providers. This
indicates that while insurers enjoy an enviable position of trust on which to build their
evolution and growth, they are also vulnerable to competition from specialized firms.
Brand does not seem to play a particular role, but specialization for a particular purpose,
as phrased in the survey question, may be important. The customer interest in these
specialized competitors may indicate that the advantage enjoyed by insurers may be
short-lived and raises the possibility of potential market entry by new competitors.

Health / Wellness
~——&— Insurance
Cross-LoB Telecommunications
Protection / Administration Automotive
. . Technology
Prevention / Risk Mgmt.

Assistance / Emergency

Cost Control / Claims Mgmt.

Auto / Mobility

Home / Living

——8— State Owned

——&— Startup

Life Services

2.5 3.0 3.5 4.0 4.5

Figure 5. Preference for service provider by industry.

3.4. Expert and Customer View

Utilizing the same survey structure for both customer and expert views allows direct
comparison of the responses for both the relative speed of adoption and the impact on the
industry by service. The results for the pace of adoption are shown in Figure 6. The y-axis
is the likely adoption score provided by the experts; the x-axis is the algebraic sum of the
customer score and their willingness to share the relevant information in order to derive an
overall customer priority score. The results are plotted relative to their respective average
values and summarized by line of business and type of service. The industry seems to
be working according to customer priorities in automotive services, but concentrates on
cross-LoB services not on the customers’ radar screens. The message is sharper when
looking at the type of service. The industry is prioritizing cost controls, whereas customers
are more open to prevention services. Process streamlining and emergency services could
be further emphasized by the industry, and life services are seen as a problematic offering
and not a focus. Thus, there seems to be only a tenuous link between industry adoption
and customer priority.
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Figure 6. Expert vs. customer view of adoption.

The expert view on impact is compared to the customers” openness to switching
providers in Figure 7. The y-axis is the expert view of impact, and the x-axis is the difference
between the value provided for insurance and the next best value for customer provider
preference, as discussed in Section 3.3. Again, the information is plotted relative to each
dimension’s average value and summarized by line of business and type of service. There
does not seem to be any agreement between experts and customers by line of business,
with customers in general signaling a lower loyalty to health insurers and a higher loyalty
to automotive providers than the expert view. The two views, however, are almost exactly
aligned when summarized by type of service. Both experts and customers signal the
importance of non-insurance services and prevention. Conversely, they recognize the lower
strategic impact of cost control and administrative services.

Relative Expert Impact

By Line of Business By Type of Service
Life Services
o @
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L3 ] w
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Figure 7. Expert vs. customer view of impact.

These results are an overall vote of confidence for the awareness of insurance experts of
their customers’ view. At the same time, they sound an alarm bell for insurance companies.
The current plans seem to focus on low impact, cost control and administrative services.
Experts, however, have signaled that prevention services are much more important in the
long run and that customers are open to sourcing these services elsewhere if necessary.
Expanding beyond insurance services also holds long-term promise, but companies need
to learn to navigate the acquisition of necessary information.
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4. Discussion

The empirical results presented in Section 3 allow the research questions posed in
Section 1 to be answered in detail.

1. How are Swiss insurance companies addressing the opportunities offered by data-driven services
and do they see a long-term impact on the structure of the industry?

The experts surveyed indicate that data-driven services will be adopted in the next
few years and that they have the potential to alter the dynamics of the industry to some
extent. The industry seems to be focused on introducing services, especially those ad-
dressing mobility needs, and controlling costs in the near term. The potential impact,
however, is viewed as coming from prevention/risk mitigation services as well as from
non-insurance services. Real-time prevention can dramatically alter the risk profile of the
insurance portfolio and any company that establishes effective practices will be able to
more accurately price their risk. In addition, these services can further increase customer
loyalty by increasing the frequency and relevance of interactions with their customers.
Unfortunately, these are exactly the services that are not currently being developed and
deployed. These results indicate a short-term focus on cost containment at the expense of
long-term strategic advantage and open the industry up to the risks of complacency often
displayed by successful incumbents.

2. Which insurance-related services are Swiss customers interested in, and how do they value the
information needed to provide them? How do these results differ by gender, age cohort, and current
insurance provider?

Swiss insurance customers are generally interested in the services but are somewhat
guarded about sharing their personal information. They are generally more interested in
automotive services and preventive services, and less in health services. They are generally
open to providing information regarding assistance and administrative services and more
guarded with information needed to automate coverage and claims processing, or to
provide non-insurance services. This is driven by the more behavioral type of information
required for these services, and these results are aligned with previous research. The results
also indicate the opportunity to provide services in areas of higher customer acceptance—
assistance and administration—and in areas of high customer interest—prevention.

Men and women do not differ substantially in their interest in services, but men are
more open to sharing information. Younger customers are more interested in services and
more willing to share information than older customers, suggesting that the opportunity
to introduce services in insurance will accelerate over time as younger customers replace
current core customers. The responses provided by customers of different insurance
companies do not show any significant differences, regardless of the company’s market
approach or its core lines of business. This suggests that customers may tend to view
insurance as an overall market rather than different players and that services are in an early
phase of development. The implication of this dynamic is that insurance companies have
the opportunity to explore and develop new services without needing to specifically worry
about their own customer expectations being different from those of the overall market.

3. How open are Swiss insurance customers to sourcing insurance-related services from non-
insurers?

Insurers seem to enjoy a remarkably positive reputation among Swiss customers. They
are by and large the preferred provider for the services investigated in this study. Only au-
tomotive companies are comparable for automotive services and specialized providers for
health services. For non-insurance services, this comparative advantage is, not surprisingly,
reduced. In general, Swiss customers are open to new, specialized providers, rather than
established brands as a second choice to insurance companies. This dynamic potentially
opens the door for a number of targeted offerings by start-ups or by special brands of es-
tablished companies. In addition, potential competition from other non-insurance players
should not be discounted: automotive companies are technologically and financially capa-
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ble of entering the market and technology companies, while not well trusted, can deploy
established data management capabilities and scaled operational platforms to provide
services at an aggressive price point. Thus, insurance companies enjoy an advantage, but
customers are open to other providers and the current advantage may expire over time if it
is not exploited.

4. How well does the view of insurance experts match customer priorities?

The expert view of the adoption of services reflects their knowledge of the projects
currently underway, and their responses do not match up all too well with the responses
of the customer survey. Customers prioritize assistance and administration services: the
first to provide help in case of an emergency, the second to alleviate the pain of interacting
with insurance companies. They are also interested in services helping them prevent losses.
Insurance companies, on the other hand, prioritize cost control measures and automating
core processes, neither of which receive high scores from the customers. Containing
operating costs is a rational economic choice for insurers, but should not come at the
expense of other, more customer-focused measures. Customers do not consider non-
insurance services a priority: they are interested in the services but are reluctant to share
the necessary information. Insurance companies seem, therefore, to be justified in not
prioritizing them.

Experts and customers, on the other hand, are very well aligned in their view of the
potential for change triggered by the adoption of services. Life services, while challenging
because of the information required, hold the highest potential for changes in the industry.
Close to them, however, are prevention services. Unsurprisingly, the long-term strategic
impact of administration and cost control measures is seen as less significant. The key
insight from the study is the significance of data-driven prevention services. They can be
significant drivers of portfolio risk and allow insurance companies to price more accurately
and in particular, understand their risk in real time and dynamically adjust exposure.
Experts view this area as particularly impactful to the insurance business model, and one
on which insurance companies have not focused enough. Customers would like to access
these services and are willing to share the necessary information. They are also relatively
open to switching to providers outside the industry when these options become available.
This dynamic poses an important strategic challenge for insurers. On the positive side,
insurance companies can rely on their experts to accurately gauge market needs and guide
this development.

5. Conclusions

The use of real-time information to provide services to customers holds the potential
for significant improvements in customer interaction and the productivity of insurance
companies. Labor-intensive processes can be automated to reduce costs and improve
quality. The frequency and relevance of interaction can be vastly improved away from
pure financial indemnification and once-yearly billing cycles, towards assistance in the
moment of need. Better prevention and risk management can significantly improve the
technical pricing process and reduce losses. The intersection and mutual reinforcement
of digitization, big data and servitization have brought significant changes to successful
business models and industry structure in many other sectors. These changes, therefore,
may trigger similar changes in the insurance industry, as new players may be better able
to leverage information to build strong customer interaction or better, behavioral pricing
models. The evolution of services and data analysis is currently underway in insurance,
but its effect is still unclear. Our research surveyed 23 experts and 1542 customers to
understand the potential path of this evolution and its impact on the Swiss insurance
market.

Swiss customers have a strong preference for their current insurance company to
provide services, and insurers enjoy a large reservoir of goodwill in the market. However,
there is real interest in additional services, and this is especially visible among younger
customers. Insurers, therefore, may only have a limited time window to satisfy this de-
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mand. The competitors are more likely going to be specialized service providers, rather
than established players in other industries. The exception may be technology companies
which, in spite of not enjoying high consumer trust, can leverage data capabilities, cap-
illary access and low-cost platforms. There are no significant differences in the current
customer portfolios of the different insurance companies, suggesting an early stage of
market development and the opportunity for incumbents to influence its evolution.

Our results indicate that customers are particularly interested in prevention and
assistance services. These are also the types of services that hold the potential for long-term
impact on the industry. Once concerns about information privacy have been satisfactorily
addressed, integration with non-insurance services is likely to provide an impulse for
further structural changes. Experts in the industry by and large recognize this dynamic.
The industry, however, seems to be focused on optimizing internal costs rather than
improving their value delivery to customers. This is especially significant for prevention
and risk management services: customers show interest in them and are open to sourcing
them outside the industry; insurance experts recognize this dynamic, but companies are
not placing sufficient focus on developing them. These services can influence customer
behavior or at the very least provide better information about this behavior, therefore
influencing the risk profile and pricing of insurers’ portfolios. Prevention services offer the
potential for significant improvements and the threat of disruption from new providers.
They should, therefore, be prioritized by incumbents.

This research was focused on German-speaking Swiss customers and it would be
interesting to understand how the perception of services in insurance and the willingness
to share information changes in other countries. Similarly, it would be interesting to
expand the set of experts to reflect a broader view from the industry. The survey was
designed to provide one particular example by type of service, and this approach may
have biased the responses. Future efforts could investigate how responses may differ
for different services. The responses do not show differences among the customers of
different insurance companies, and it would be interesting to understand when and how
they start to diverge. The current literature links the impact of big data and digitalization
to companies’ business models. As the offering of services in insurance evolves, it will be
interesting to investigate and understand how successful business models are evolving.
The market pull for services and the availability of technology solutions to provide them
may significantly alter the dynamics of the insurance industry in the medium term.

Insurance companies should continue to trust their internal experts and expand service
offerings, especially those focused on prevention, to add value to customers rather than
concentrating on cost optimization. They have a window of opportunity to establish
themselves with more comprehensive offerings. This window may close quickly, however,
as other players may establish wider, deeper and more meaningful customer interactions
through services. If this occurs, they may potentially find themselves relegated to the role
of pure risk carrier and commoditized.
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Appendix A
Table A1. Customer interest in services. (1 = not interested at all; 6 = very interested).
Service Interest Gender M F p-Value Age 18-25 26-35 36-50 >50 p-Value
N= 592 759 N= 331 369 342 312

Auto/Mobility
Protection/ Administration 3.59 3.71 3.51 0.02 3.66 3.54 3.73 3.45 0.11
Prevention/Risk Management 4.24 4.20 4.29 0.25 4.32 4.21 4.24 421 0.72
Assistance/Emergency 4.12 4.08 4.16 0.34 4.23 4.03 4.13 4.09 0.28
Cost Control/Claims Management 3.64 3.67 3.63 0.63 3.80 3.72 3.65 3.39 <0.01*
Life Services 3.31 3.36 3.28 0.36 3.51 3.29 3.30 3.14 0.02

Home/Living
Protection/Administration 3.45 3.50 3.42 0.30 3.63 3.43 3.53 3.22 <0.01*
Prevention/Risk Management 3.74 3.76 3.73 0.72 3.82 3.74 3.82 3.57 0.13
Assistance/Emergency 3.51 2.38 2.19 0.30 3.76 3.53 3.56 3.16 <0.001 **
Cost Control/Claims Management 3.34 3.38 3.32 0.50 3.52 3.46 3.39 2.97 <0.001 **
Life Services 4.08 3.98 4.16 0.02 4.19 4.02 4.09 4.02 0.34

Health/Wellness
Protection/ Administration 3.72 3.72 3.72 0.98 3.90 3.85 3.67 3.40 <0.001 **
Prevention/Risk Management 3.28 3.24 3.32 0.37 3.75 3.38 3.27 2.69 <0.001 **
Assistance/Emergency 3.00 3.08 294 0.09 3.25 3.04 2.99 2.69 <0.001 **
Cost Control/Claims Management 3.57 3.62 3.54 0.36 3.81 3.53 3.64 3.29 <0.001 **
Life Services 2.82 2.92 2.74 0.04 327 291 2.82 223 <0.001*

Cross-LoB
Policy recommendations 3.52 3.56 3.49 0.44 3.62 3.55 3.64 3.25 <0.01*
Automated coverage advice 3.48 3.52 3.46 0.49 3.74 343 3.55 3.21 <0.001 **
Automated coverage adjustment 3.25 3.31 3.21 0.22 3.55 3.22 3.32 2.88 <0.001 **
Automated claims process 3.71 3.72 3.70 0.80 3.87 3.79 3.77 3.37 <0.001 **

** indicates o < 0.001; * indicates o < 0.01.

Table A2. Customer willingness to share information (WSI). (1 = not willing to share at all; 6 = no problem to share the

information).
Information WSI Gender M F p-Value Age 18-25 26-35 36-50 >50 p-Value
N= 592 759 N= 331 369 342 312

New car purchase 4.27 4.40 4.18 0.01 4.30 4.44 4.30 4.01 <0.01*
Vehicle information 4.08 4.13 4.04 0.33 4.15 4.08 4.09 3.97 0.59
Crash sensor data 3.83 3.95 3.74 0.02 3.80 3.96 3.85 3.68 0.21
Daily schedule 251 2.63 242 0.02 2.72 2.52 242 2.39 0.05
Current location and history 2.70 2.88 2.56 <0.001 ** 2.69 2.51 2.73 2.90 0.02
Purchasing information 3.50 3.48 3.53 0.57 3.63 3.57 3.42 3.36 0.16
Emergency sensors in the house 3.85 4.00 3.73 <0.01* 3.87 3.97 3.82 3.72 0.28
Smart home data w/o camera 2.73 2.85 2.64 0.03 2.87 2.67 2.73 2.67 0.37
Smart home data w/camera 2.18 2.35 2.05 <0.001 ** 2.26 2.17 2.19 2.08 0.59
Sports: training plan and activities 3.32 3.39 3.27 0.21 3.77 3.42 3.13 2.93 <0.001 **
Health monitoring 3.39 343 3.35 0.40 3.80 3.46 3.18 3.08 <0.001 **
Chronic conditions 3.20 331 3.13 0.06 3.72 3.20 297 291 <0.001 **
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