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According to industry analysts, the Indian insurance industry will see 
US$350-400 billion (Rs 16-18 lakh crore) in premium income by 2020*. By 
that time, the Indian life insurance market is expected to be top 3 in the world 
and top 15 in non-life insurance. That India has an emerging insurance market 
is certain—how insurers can harness the growth profitably is the question.

The experience of other markets around the world is that the use of data 
and analytics to evaluate risk and enrich customer relationships can be a key 
influence as a market matures. Companies that have moved quickly to adopt 
data-driven processes have avoided unnecessary leakages in claims and 
premiums, while out-performing their competitors by using highly targeted 
product features, pricing, marketing and distribution.

In this article, we explore how insurers can use data-driven solutions to: 

•  Achieve scalability and operational efficiency, enabling them to serve more 
consumers, both urban and rural.

•  Create orderly and profitable growth as the industry is progressively 
deregulated and more competition arrives.

•  Treat honest customers fairly and efficiently whilst weeding out fraudsters 
and deterring criminals.

Insurance for All

With India’s population of more than one billion, the future of operating 
consumer-facing businesses hinges on one concept: scalability. The 
complication of serving so many consumers will pervade every aspect of 
an insurer’s operation: Can the infrastructure handle processing so much 
information on so many people? 

Optimize processes for optimal scalability
Insurers that use real-time data transactions and business rules to automate 
repetitive decisions will realize superior efficiency and scalability. This is 
not to say that human resources will become obsolete; on the contrary, 
automation relieves workers from the minutiae of repeatable processes 
and enables them to focus on higher-level tasks, such as providing better 
customer service, driving innovation or making critical, analytical decisions. 

In adopting a data-based approach to automation, it is important to 
understand the limitations. Business rules may reduce the workload of 
administering recurring decisions, but the decisions are only as good as 
the accuracy and relevance of the rules. Overly simplistic rule-sets can 
even lead to efficiency losses, such as referring too many claims for special 
investigation or marketing too frequently to the same audience. For effective 
automation, the underlying model must be sophisticated and detailed—and 
in this role, statistical models have proven successful in insurance operations 
worldwide.

“Companies that have moved quickly 

to adopt data-driven processes  

have avoided unnecessary leakages 

in claims and premiums, while  

out-performing their competitors  

by using highly targeted product  

features, pricing, marketing and  

distribution.”

*Source: The Boston Consulting Group “India Insurance: Turning 10, Going on 20”
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Where observation of past patterns can inform the likelihood of future 
events—such as loss prediction or fraud detection—statistics can 
facilitate optimal decisions in a repeatable and scalable way. Because 
the power of statistics improves with more data, opportunities to employ 
statistical models will increase as a market grows and matures. However, 
even statistical approaches must be maintained regularly to ensure the 
underlying model is still relevant. This implies that insurers must make 
permanent investments in analytics capabilities, or ally with a strategic 
analytics partner, to maintain the advantages that are created by data and 
analytics.

Information technology to support a maturing industry 
Unlike other insurance markets in the world, India’s insurance market is 
fortunate to be maturing when information technology can handle the 
volume and complexity of processing the large quantities of data needed 
to make good, risk-managed decisions. Other markets have gone through 
the same growing pains without the benefit of today’s pervasive, powerful 
computing and cheap data storage, which combine to allow scientific, 
timely and smart decisions. 

Technology can help insurers improve risk management practices and 
benefit the bottom line. As insurance gains a stronger urban foothold 
and expands into rural areas, technology will be invaluable for capturing 
the minute details associated with each policyholder. Insurers that fully 
understand the risk associated with each policyholder will be able to make 
better decisions about the products and pricing offered to that customer—
or whether they want that customer’s business at all.

Growth and Profitability

The Indian insurance market is exceptionally dynamic: non-life insurers 
are facing de-tariffing and booming growth; life insurers are dealing with 
regulatory changes and first-year premium jitters; and the entire industry 
must consider the looming increase in foreign direct investment cap to 
49 percent. Insurers must maintain their existing customer base whilst 
capturing a share of the rapidly expanding market, without losing line-of-
sight to profitability. How can data and analytics capabilities help insurers 
achieve these objectives—and ease the path ahead?

Systems form the foundation
Using data and analytics to improve performance begins with the right 
infrastructure, software and processes to collect data and apply advanced 
analytics to discover actionable information; that information then 
needs to be disseminated to relevant decision points. Systems must be 
structured and predictable to achieve efficiencies that help the bottom 
line—but they must also have the flexibility to enable insurers to adapt to 
rapid growth, and changes in customer needs and preferences.

“Other [insurance] markets have 

gone through the same growing  

pains without the benefit of today’s 

pervasive, powerful computing and 

cheap data storage.”
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Software solutions can integrate data and analytics into every  
critical process in the value chain, from backroom administration to 
customer-facing portals. As the needs of underwriting staff differ from 
those of product designers or agents, solutions should be tailored to 
complement workflows and deliver the flexibility needed at each  
decision point. 

Data is the key ingredient
Intuitively, insurers know that data can create a competitive edge, and  
that valuable data is generated at every step of the insurance process.  
But what data should be collected—and just as important, how? 

Insurers are reasonably adept at collecting transactional data: who 
purchased a policy on what vehicle, the value of a submitted claim and the 
amount of the settlement. They are also good at extracting information 
from forms that customers fill out. However, policy-level and claims data 
can hold tremendous value for other stages of the policy lifecycle, but that 
information tends to be stored within departmental silos. For example, 
claims investigation units generate insight about undesirable risks—yet, in 
many cases, that information is not routed back to underwriters.

Furthermore, crucial data exists outside of customer interactions. While 
some of it is proprietary, some is administrative or has social value, such 
that public provision or sharing would lead to mutual benefits. For example, 
a register of stolen vehicles has clear social value. Where this data is 
collected by a governing entity, limited budgets or jurisdictional boundaries 
often lead to ineffective aggregation and poor distribution. Collected 
privately, co-ordination and trust issues create barriers for co-operation.

Thus, there is a need for trustworthy data providers to centralize industry 
data. These data providers must be trusted custodians of non-insurance 
data (for example, from police, RTOs, banks and public utilities) and 
insurance-related data that has been contributed by the insurers 
themselves. Data providers must also be able to broker mutually beneficial 
solutions so that the entire industry can improve performance. To ensure 
a high standard of service, data providers should have track records of 
collaborating with government and other public data sources to provide 
useful data to legitimate users, with a critical degree of sensitivity to privacy 
and security issues.

“Claims investigation units generate 

insight about undesirable risks—yet, 

in many cases, that information is not 

routed back to underwriters.”
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Analytics enable decisive action
Merely storing data on servers is insufficient to generate value. To influence 
outcomes, data must be analyzed and transformed into actionable 
information, and then delivered at the critical decision time or integrated 
with planning processes. 

How should insurers go about performing data analysis to improve their 
businesses? Analytics truly shine for repeated, structured decisions, such 
as how much premium should be charged for a risk, whether to report 
a claim to the special investigations unit, or on which segments of the 
market this quarter’s advertising budget should be spent. A comprehensive 
audit of insurers’ operations would show that, with relevant analytical 
information, most processes can be improved. By integrating analytics into 
as many processes as possible, insurers can create scalable processes and 
generate efficiencies—both of which are critical for sustainably growing the 
customer base. 

From a functional perspective, solutions with deeply integrated analytics 
will have the most impact on decision-making processes. For example:

•  In underwriting, look for solutions to help predict claims losses for pricing 
purposes.

•  In claims, look for solutions that analyze the likelihood of fraud and identify 
subrogation opportunities.

•  In marketing, look for solutions that highlight segments of demand and 
review reactions to pricing. 

At an implementation level, analytics should be based on tested, scientific, 
statistical techniques. Some specific examples include:

•  Linear models to project the expected loss cost for a customer, based on 
age, gender and marital status.

•  Non-linear models to assess the likelihood that a customer will purchase 
insurance at a given price.

•  Decision-tree models to categorize claims into different processing 
streams, such as fast track, special investigation, legal review and 
subrogation.

•  Survival models to indicate whether a customer will stay with their current 
insurer for a given time period.

•  Conjoint analysis to inform marketing strategy with insight about particular 
customer segments.

“Analytics truly shine for repeated, 

structured decisions, such as how 

much premium should be charged 

for a risk, whether to report a claim to 

the special investigations unit, or on 

which segments of the market this 

quarter’s advertising budget should 

be spent.”
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Some issues lend themselves to off-the-shelf software solutions, whilst 
others require custom solutions. Overall, solutions should ensure that 
users have the information they need to consistently and scientifically 
make the right decisions to drive premium growth, increase market share 
and improve profitability.

Fairness and Equity

Unfortunately, a few dishonest customers, agents, repairers or healthcare 
providers can spoil the business of insurance. These manifest as fraudulent 
and inflated claims, stolen identities, money laundering and just plain bad 
risks. The difficulty is how to discern between legitimate and dishonest 
claims, real and fake identities—or simply between careful and careless car 
owners, healthy and unhealthy people. Knowing the difference benefits not 
just insurers, but also insurance consumers, who appreciate being treated 
fairly and without prejudice. General society also benefits, as unsavory 
criminals are excluded from participating in honest commercial dealings. 

How does the addition of high quality information systems, data and 
analytics help insurers sort the good from the bad? Here we consider  
three scenarios in particular: 

•  Detecting and managing claims fraud scientifically.

•  Aggregating public records to know your customer.

•  Pricing fairly by eliminating information asymmetries.

Detecting and managing claims fraud scientifically 
Fraudulent claims hurt both insurers and consumers. For insurers, 
undiscovered fraudulent claims inflate loss ratios and the cost of 
investigating suspicious claims increases expense ratios. Fraudulent  
claims drive up the cost of all consumers’ premiums, but more despairingly, 
suspicions of dishonesty lead to claims not being paid promptly and fully. 
It is the duty of the insurer to stamp out bad claims by implementing an 
efficient and effective fraud detection process—for their own benefit, as 
well as for their customers.

Insurers seek to accurately and consistently separate legitimate and 
suspicious claims, and can do so with a claims management platform 
equipped with comprehensive fraud detection tools. A robust and 
sophisticated application of science, technology and knowledge can  
flag suspicious claims as soon as they are detected and send innocuous  
claims for straight-through processing. With data-based claims 
management platforms, insurers can confidently and fairly provide a  
high level of customer service to their legitimate claimants at a crucial  
point of interaction, without fear that they are leaking expenses to 
fraudulent claims.

“Fraudulent claims hurt both insurers 

and consumers…it is the duty of the 

insurer to stamp out bad claims by 

implementing an efficient and  

effective fraud detection  

process.”
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“A trustworthy data provider has 

strong policies, procedures and 

technology that are refined through 

many years of providing information 

services, ensuring the security of 

sensitive data and restricting access 

to authorized people with legitimate 

purposes.”

Aggregating public records to know your customer
Criminals using fake or stolen identities should never be allowed to become 
customers. To help insurers determine the real identity and background 
of their customer, it is important that they have access to comprehensive 
information about individuals, within the boundaries of established privacy 
principles. 

Know Your Customer (KYC) is a required element of prudent business 
operations and anti-money laundering initiatives. Essential features of an 
effective KYC program include:

•  A robust undertaking to use data from a variety of public and proprietary 
sources.

•  The ability to combine and link data to develop comprehensive profiles of 
individuals.

•  A commitment to ensuring the security and proper usage of data.

In other markets, notably the United States, insurers verify consumer 
identities and backgrounds by consulting trusted data providers that 
aggregate data from thousands of sources. A trustworthy data provider has 
strong policies, procedures and technology that are refined through many 
years of providing information services, ensuring the security of sensitive 
data and restricting access to authorized people with legitimate purposes. 

When creating a comprehensive customer view, insurers must be able 
to link disparate data elements. Within a single insurer’s records, it may 
be as simple as matching up the policy numbers on claim records. But as 
aggregate or external data is added, there can be challenges. For example, 
an insurer may wish to link a customer’s claim history from previous 
insurers. Customer records may contain spelling errors, omit dates of birth 
or use multiple spellings for the same name. The Unique Identification 
Number initiative should improve the ability of insurers to confidently 
identify customers, claimants and other stakeholders. 

Pricing fairly by eliminating information asymmetries
The basic process of underwriting and pricing risks is confounded by a 
fundamental problem in insurance: information asymmetry. Consumers 
want to be recognized as responsible car owners and drivers, and healthy 
people who are unlikely to see the afterlife soon. Unfortunately, without the 
right data analyzed in the right way, it is impossible for insurers to determine 
whether that is true—or whether consumers drive while intoxicated, 
have high blood pressure and enjoy extreme sports. The role of data to 
solve this problem has two aspects: first, to create a comprehensive 
view of individual risks, insurers must have an extensive set of relevant 
data attributes; second, the volume of data must be sufficient to make 
dependable statistical inferences.
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Centralized databases of industry claims data can help eliminate some of 
the information asymmetries by providing a credible volume of experiential 
data and a complete view of a risk’s claims history. The IRDA’s Insurance 
Information Bureau initiative is one example of a consolidated data source 
that should help the industry move toward fairer pricing. Adding data from 
external sources, such as road transport authorities for motor insurance 
or healthcare providers for health and life insurance, can improve the 
quality of the analysis possible. Comprehensive data and analytics help 
consumers and insurers agree on fair premiums, given the level of risk being 
underwritten.

Summary

By applying data and analytics throughout their operations, insurers can 
meet the challenge of extending insurance to the masses, without trading 
off profitability or a fair approach to the market. Further, if insurers can 
take advantage of data-driven opportunities to improve customer service, 
mitigate fraud and set fairer prices, then both insurers and their customers 
will benefit greatly from the results.
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“Comprehensive data and analytics 

help consumers and insurers agree 

on fair premiums.”
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