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The Asian emerging markets are tipped to double their 
share in the global insurance sweepstakes, in the 
next decade. However, against this backdrop of blaz-

ing growth, the life and general insurance market in most 
countries is also seeing a big pressure on pricing combined 
with increasing costs due to increase in fraudulent claims, 
waste and abuse by the system. 

This has resulted in a significant pressure on profitabil-
ity. While pricing is governed by multiple factors like risk, 
elasticity, appetite of insurer etc and is largely a trade-off 
with growth, the elimination of unwarranted costs and 
choosing a risk carefully and pricing it appropriately is the 
key to profitability.

This calls for more complete and accurate information 
at the point of underwriting or claims management. Con-
tributory databases have played a pivotal role in bridging 
this information requirement in key western markets and 
could play a similar role in the emerging markets, if they 
are designed and administered well.

The benefits of contributory 
databases 

Mr Shivakumar Shankar and Mr Harvey Lee from LexisNexis 
Risk Solutions India examine the typical applications and benefits of 
contributory databases and outline their key success drivers.

Benefits of contributory databases
Contributory databases enable insurers to pool information 
such as claims and policy histories and thus improve the 
performance of the industry together. Insurers of all sizes 
benefit from having access to more information than if they 
were operating in isolation from the rest of the industry. 

Applications include:
• Referencing claims histories of insurance applicants to 

make better pricing and underwriting decisions

• Identifying current and historical policy holdings to as-
sess the need for underwriting inspections or the risk of 
policy stacking

• Systematically alerting insurers to the re-emergence of 
stolen vehicles into the insurance eco-system, leading to 
more recoveries

While these databases generate a lot of aggregate statis-
tics useful for strategic or policy guidance, the real power 
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India – The Insurance Information Bureau (IIB) was established 
in 2009 by the Insurance Regulatory and Development 
Authority (IRDA) and currently operates claims and policy 
databases for motor and health lines, with information available 
at the aggregate and individual level. The databases developed 
from a set of older databases that were used to set the tariffed 
prices of mandatory motor insurance coverage and reveal 
industry-wide trends. 

China – The Insurance Association of China maintains a 
claims history database which is used to calculate the price of 
mandatory third-party insurance.

Insurance industry contributory databases around the world
Japan – The General Insurance Association of Japan maintains 
claims histories and no claims discount information for 
motor insurance. This information is used for individual data 
verification and aggregate analysis of the average claim by 
location and vehicle type.

Australia – Insurance Reference Services is mutually 
incorporated by a group of major insurers. Veda Advantage, 
a private company, is contracted to manage and operate its 
contributory insurance claims database which covers the 
majority of the Australian insurance market.

USA – LexisNexis and Verisk are two companies that offer 
policy and claims contributory databases to the US insurance 
industry with 90% + coverage in motor and home insurance. 
Each company offers a range of applications built using data 
contributed directly by insurers, including claims history 
enquiries, proof of insurance, identity verification and fraud 
analytics. LexisNexis and Verisk compete on innovation, 
accuracy, speed, convenience and pricing of services based on 
virtually the same data.

UK – A not-for-profit, Insurance Databases Services Limited 
provides the Claims Underwriting Exchange (CUE) database 
to the UK insurers, covering around 70% of UK P&C claims. 
LexisNexis also provides a No Claims Discount (NCD) 
contributory database for the motor insurance industry, 
enabling insurers to verify prospective customers’ NCD 
histories.
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is unleashed when they are used at individual level at the 
point of underwriting or claims management.

What a successful database needs
Contributory databases exist around the world and can be 
operated by a variety of bodies including regulators, indus-
try associations or by third-party companies. Contributory 
databases are often established by regulators who recognise 
the value of data sharing for the industry and mandate 
contribution to databases by legislation or regulation. 

Contributory databases operated by industry associations 
or third-parties tend to be built on voluntary contributions 
with “contribute to play” mechanisms – where insurers are 
only given access to the common pool of data if they have 
contributed their data. 

There are five key objective areas that help create and 
maintain a successful database:
1.	 Market	coverage	– the more of the market’s data rep-

resented in the database, the more valuable the insight 
available. A well-designed contributory database can be-
gin producing useful results from as little as 30% market 
coverage. See Box on top, “Typical contributory database 
applications”, for more detailed analysis, broken down 
by database application.

2.	High	quality	contributions	– the database operator 
must ensure that the data it receives is of a high qual-
ity by establishing and enforcing clear standards and 
investing in technology and processes to spot and clean 
bad data. 

3.	 Suitable	outputs	– output results need to be designed 
to enhance insurers’ effectiveness and fit the workflow 
of the decision making process. This requires a deep 
understanding between the database operator and the 
insurers to create data services that match insurers’ needs.

4.	 Speed	–	 results need to be delivered at a speed that 
matches modern insurance. As markets evolve to em-
brace newer, low-touch distribution channels such as 
web, mobile and online aggregator, databases need to 
keep pace without sacrificing quality.

5.	 Innovation	and	investment	– as insurers offer new 
products or face new challenges in the market, the in-
formation provided by the database needs to evolve. For 
example, data pre-fill – automatically populating applica-
tion fields with known valid data from the database – is 
a relatively recent innovation that has made it far easier 
to purchase insurance; contributory databases should 
evolve to supply this and other needs.

As insurance markets continue to expand, insurers need 
to ensure that they have access to high value data assets 
to make better underwriting decisions and reduce fraud. 

Contributory databases offer the unique mechanism for 
insurers to work together to address shared problems and 
as such have become critical components in the insurance 
process across the region and wider world.

Mr Shivakumar Shankar is Managing Director & Mr Harvey Lee is 
International Program Director, both at LexisNexis Risk Solutions India.

IT in Insurance

Underwriting with more complete information
By pooling information regarding policy history and claims 
behaviour of insured individuals, insurers can get a more 
complete picture of an applicant’s risk. For example, an 
underwriter can query the database at time of quote to access 
historical insurance details about the individual – differentiating 
between applicants with and without breaks in insurance 
coverage, and between applicants with no claims and those 
with many historical claims with multiple insurers – using this 
information to set more accurate prices based on the risk or 
applying special conditions as necessary. 

For this database application, the higher the proportion of 
the market’s policy and claims data (by number of records) 
that is pooled in a contributory database, the higher the value 
that will be returned to database users – so it is important 
for the contributory database to attract contributions from 
the largest insurers.

Detecting policy stacking
Whilst not fraudulent in itself, the practice of holding multiple 
policies indemnifying the same event is often a risk indicator 
– eg seeking to stay under the life insurance sum insured 
threshold for a medical, and more generally for claims fraud 
down the line. 

By checking against a contributory database of current 
applications and/or policies, an insurer can flag instances of 
policy stacking. For this database application, the number 
of contributing insurers is the important coverage metric; 
assuming that insurers internally detect and de-duplicate 

Typical contributory database applications
policies within their own businesses, an applicant can only 
hold one policy with each insurer. This dynamic holds even if 
one or a few insurers hold the majority of the market share by 
premium or by policies; that is, for this database application, 
the set of contributions by smaller players hold equal weight 
to those of larger players.

Data pre-fill
It is helpful and convenient for consumers for insurers’ systems 
to be able to query a contributory database to “look up” most 
of an applicant’s information instead of having the applicant or 
agent type it in manually. 

For example, a query against a contributory database with 
an applicant’s name, address and date of birth could return 
other relevant information from pooled policy and claims 
data – such as vehicle registration details for motor insurance, 
pre-existing ailments for health insurance, or nominee and 
income information for life insurance – which can then be 
used to pre-fill an application form in the insurer’s system. 
The applicant could then just review and accept the pre-filled 
data rather than having to manually enter or communicate 
the details, greatly reducing the friction of purchasing  
insurance. 

The essential market coverage metric here is the number 
of identities contained in the hosted data – which is likely 
correlated with the market share of contributors (by number 
of policies), but may be significantly supplemented by queries 
to external databases such as public records (government 
identification bureaus, voter lists, credit bureaus, etc).
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