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Abstract

The insurance industry is innovating. Business models, services and processes are rapidly evolving,
largely backed by technological developments. The particular historical context of Covid-19 provides a
suitable case to understand the relevance of exploiting technology to react quickly to traditional and
newly emerging risks. Focusing on the initiatives put in place by the most influential insurance
companies at world level, we have framed the innovation mechanisms in the industry, highlighting four
rationales underpinning these initiatives (Adaption, Expansion, Reaction and Aggression), which differ
according to relevance of the technology in use and innovation to the portfolio of risks covered. Overall,
it emerges that insurance companies have the room and capability to innovate, in many cases using
technological applications to cover new and existing risks. While the initiatives studied concern the
entire value chain, basic primary activities, such as product development, sales and claim management,
show that innovation, based on new or existing technology, determines the success and competitiveness
of the business.
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Introduction

In the absence of insurance, it would be complicated for individuals and businesses to cope with the
negative consequences of economic activity or mitigate the effects of uncontrollable events, and so recover
from unfortunate situations or, at least, contain the ensuing financial burden (Zweifel and Eisen, 2012). This
point is becoming clearer and clearer as our world faces increasing levels of uncertainty and, by transferring
the risk of a loss, insurance certainly played a major role in protecting people from consequences arising
from the Covid-19 pandemic (Liedtke, 2021; Qian, 2021), an event not even listed among the top 20
likelihood risks before 2020 (World Economic Forum, 2020).

In general, there is the undeniable social value of insurance companies providing support to their
consumers in many ways (The Geneva Association, 2012; OECD, 2020). Their actions included deferring
premium payments, adjusting coverage terms and conditions and even providing additional coverage
benefits, although insurers did not always provide transparent or clear information to policyholders about
coverage conditions, in particular on the exclusions relating to Covid-19 losses (OECD, 2020). Thus, while
in some cases, insurance companies rejected consumer claims, the fact that the population had a coherent
insurance coverage mitigated the most negative effects of the pandemic. Health insurance, for example, was
able to provide a better quality of life and more extensive healthcare than in its absence, which could have
led to delayed diagnosis and repercussions on physical and psychological health, including high stress levels
(Shin et al., 2021; Sampson et al., 2021).

Covid-19 even acted as a catalyst for innovation, as in other service industries (Heinonen and
Strandvik, 2020), although the insurance industry is known for its conservatism (Nam, 2018). The sector is,
so far, clearly struggling with innovation and change (Zweifel, 2021; Nam, 2018), and insurance companies
are not taking full advantage of the intangible nature of their products and services which could enable them
to become digital leaders (Stoeckli et al., 2018), despite several efforts having been made. Data abundancy
has facilitated the emergence of new insurance business models, ranging from peer-to-peer insurance
(Stoeckli et al., 2018) and personalization achieved through wearable devices (McCrea and Farrell, 2018;
MckFall, 2019) to insurance policies tailored to individual behaviour (Dijksterhuis et al., 2016), such as Pay-
How-You-Drive (PHYD) policies where pricing reflects driving style (Stoeckli et al., 2018). Ultimately,
these kinds of pay-as-you-live policies induce policyholders to adopt preventive measures (Wiegard et
Breitner., 2019), with their potential economic and financial benefits. However, legal concerns must be
considered, as using self-tracking data to assess and price individual risk (Cather, 2020) is fraught with
practical, regulatory and reputational obstacles (McFall and Moor, 2018) while availability of technological
solutions is not per se a guarantee of better performances (Lanfranchi and Grassi, 2021).

The innovation stimulus given by Covid-19 (Heinonen and Strandvik, 2020) drove the innovation

mechanisms in the industry and forms the context of this research. We observed the greater or lesser relevance
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of innovating through the medium of technology, whether already in place in these companies or introduced
for this purpose, and how technology can help companies to react quickly to traditional and/or newly
emerging risks. By analysing the most representative insurance companies at world level, this research
focuses specifically on the role played by technology and market impulses in cultivating innovative initiatives
in the sector. Our aim is to provide tangible support to insurance companies when they are working on their
future innovation designs, ensuring that they first have a clear idea of the role that they want to achieve, or
maintain, in the market. Any chosen direction will depend on their attitude to risk and their risk strategies,
while careful attention must be paid to potential pandemic or global systemic events akin to the Covid-19
pandemic that could arise in the future, nowadays considered decidedly more probable than in the past (World
Economic Forum, 2021).

The rest of the paper reviews extant literature by presenting the main studies on technology and market
impulses that give rise to innovation. The subsequent sections will provide details on the methodological
aspects (Methodology), followed by a discussion of the results (Results, and Discussion) and setting out the

conclusions (Conclusions).

Overview of Innovation Processes and Models in Insurance: Technology and Market Impulses

The role of technology

Digital transformation has become an important enabler of innovation (Urbinati et al., 2020). In
recent years, the surge in innovation has also interested financial markets (Guo and Liang, 2016). Eling and
Lehmann (2018) analysed the impact of digitalization on the insurance value chain, highlighting that the
main areas affected are interaction with customers, adaptation to their behaviour, automation of business
processes and decisions, improvements to existing products and new product offerings. A new concept,
Insurtech, a “phenomenon comprising innovations of one or more traditional or non-traditional market
players exploiting information technology to deliver solutions specific to the insurance industry” (Stoeckli
et al. 2018, p.289) is gaining interest within the insurance sector, driven by increased customer satisfaction
and efficiency (McKinsey & Company, 2018). The concept has a significant place within society as well;
Insurtech can bring new opportunities, such as higher insurance inclusiveness (Altamirano and van Beers,
2018), individual empowerment (Zavolokina et al., 2016) and improvement to public health (Yamasaki and

Hosoya, 2018).
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Insurtech is creating an effect felt across all the various insurance industries. For instance, health
insurance must deal with the emergence of new medical technologies and wearable devices, which can be
used to gather useful but sensitive patient data (Banerjee et al., 2018) and convert a previously uninsurable
physical health risk into an insurable risk (Lakdawalla et al., 2017), while artificial intelligence can give users
digital access to their health status, enabling them to improve their health-related behaviour (Yamasaki and
Hosoya, 2018). Looking at the home insurance industry, big data analytics and artificial intelligence play a
central role in providing services aiming to prevent or mitigate losses, as people purchasing home insurance
benefit from the real-time acknowledgement of potentially dangerous situations (Lehrer et al., 2018).
Furthermore, new technologies can be used to estimate the loss distribution in the agricultural insurance
industry, in particular, the new geospatial web-based applications and cloud-based solutions (Hiestermann et
Ferreira, 2017). In general, we can now gain a better understanding of the exposure to risk associated to
natural disasters, a key point, for instance, in assessing the need for catastrophic insurance (McAneney et al.,
2016).

Insurtech can help to improve existing products, services and processes, and also enable new
business models. For instance, advanced technology underpins insurance models ranging from behaviour-
based pricing, widely studied in the car insurance industry (Derikx et al., 2016; Weidner et al., 2016;
Wijnands et al., 2018) to personalization linked to data retrieved from wearable devices (McCrea and Farrell,
2018; McFall, 2019). Another example are peer-to-peer insurance models, where people can partly share
risks with each other (Stoeckli et al., 2018), which can contribute to rebuilding trust in the insurance industry
by reducing conflicts of interest, as, usually, these solutions do not include any entities benefiting from
refused claims (Stoeckli et al., 2018). Nevertheless, Insurtech may possibly introduce new concerns, from
privacy issues (Banerjee et al., 2018) to discrimination, for instance, in price personalization (Meyers and

Van Hoyweghen, 2017), or result in non-improvement of efficiency (Lanfranchi and Grassi, 2021).

The role of the market

Insurers provide protection and encourage a better understanding of risks, reducing public anxiety
and concern (McAlea et al., 2016) and helping entrepreneurs, individuals and corporations to handle risk,
and they support continuing advancement by proposing new products (Sliwfiski et al., 2017). However, if
insurance companies are to play a central role in society, create value for their customers by transferring the
risk of a loss from one entity to another in exchange for payment, they must be ready to serve the current and
perspective needs of the market. Therefore, the insurance sector can innovate its products and processes in a
twofold way, firstly, by dealing with market demand and the customers’ existing risks and, secondly, by

addressing new risks. Consumers are demanding offers that are increasingly better value for money, more
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convenient, of better quality and more suited to their own requirements (Kose et al., 2018). Availability of
data can give impulse to new initiatives. New medical technologies provide additional information, meaning
that it is now possible to insure illnesses in cases where the risk distribution was not previously known
(Lakdawalla et al., 2017), while lack of data can hinder these risks from being insured (McAlea et al., 2016).
The profusion of new and emerging risks is escalating and becoming more critical, with risks deriving from
changing business environments, disruptive environmental patterns, evolving social and demographic trends,
technological advancements (as well as the increasing relevance of data) and new medical and health

concerns (Capgemini and Efma, 2019) that generate additional innovation impulses.

Hence, in a context where literature on innovation processes is flourishing and different models are
emerging all the time (Du Preez and Louw, 2008), technology and market demands have been recognized as
two main drivers of innovation (Voss, 1984; Van den Ende and Dolfsma, 2005; Brem and Voigt, 2009; Di
Stefano et al., 2012; Maier et al., 2016). Technology, the outcome of internal or external research (Maier et
al., 2016) enables the creation of commercialized innovative products (Du Preez and Louw, 2008; Maier et
al., 2016), as well as innovation in services (Geum et al., 2016) and processes (Brem and Voigt, 2009). In
the same way, customer needs and the market itself are the source of new ideas (Du Preez and Louw, 2008)
that aim to satisfy consumer demands (Nicolov and Badulescu, 2012). The research question guiding this
study thus relates to how insurance companies innovate by leveraging on technology to address market needs

in response to the Covid-19 pandemic.

Methodology

We built on research into technology and market innovation to set out a conceptual framework of
the potential ways in which insurance companies can innovate. Considering the exploratory nature of our
work, we conducted thirty case studies on an inductive basis, hence moving from the specific to the general,
which is suitable in cases where previous literature studying a situation or concept is scarce or fragmented
(Elo and Kyngis, 2008).

Our sample is composed of the most representative insurance companies at world level, the top 30
by net written premium (source: Orbis database, see Appendix A for an overview of these companies), to
consider the innovations that impact on society. For each company, we systematically mapped their initiatives
to address the Covid-19 pandemic, with a focus on their short-term responses (i.e. the first quarter after the

start of the pandemic).
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To gather data on the initiatives, we triangulated information from two sources. The first consisted
of the insurance companies’ websites, which have been used as a source of information in previous research
(Ashta, 2018; de Oliveira Malaquias and Hwang, 2018). The websites mostly include information relating
directly or indirectly to the company’s innovation status (Axenbeck and Breithaupt, 2021) and were the first
touchpoint used by customers during lockdown to learn about newly implemented initiatives, thus becoming
amethod to spread innovation from insurance companies to customers. The second consisted of press releases
and investor relations, in that these were the main sources of official information for shareholders,
stakeholders and customers, which was conveyed virtually through various media channels.

To identify the innovative initiatives properly, we based our work on Baregheh et al. (2009, p.1325),
according to whom “Innovation can be defined as the effective application of processes and products new to
the organization and designed to benefit it and its stakeholders”. We searched for results that satisfied the
following three properties. Firstly, they had to be real company initiatives, and we disregarded opinion papers
or suggestions for the industry, taking the position that innovations are such when they are effective and
tangible applications (Baregheh et al., 2009). Secondly, the initiatives had to create value, provide benefit
and economic value (Garcia and Calantone, 2002) to at least one stakeholder, and/or solve a problem or a
social need (Edwards-Schachter, 2018). Thirdly, the initiatives had to have been developed as an immediate
response to the Covid-19 pandemic. Data were supplemented by a thorough analysis of secondary sources,
such as business news channels (e.g. CNBC), articles from industry-specific and business magazines (e.g.
Forbes) and interviews published in the press (e.g. CEO of Company 1). Where possible, we tested the tools
under study directly ourselves (e.g. the Company 13 chatbot).

We analysed these materials through content analysis, a widely adopted method (Elo and Kyngis,
2008) that provides a systematic and objective means of describing phenomena (Krippendorft 1980, Downe-
Wamboldt 1992, Sandelowski 1995), enabling researchers to make “replicable and valid inferences from data
to their context, with the purpose of providing knowledge, new insights, a representation of facts and a
practical guide to action” (Elo and Kyngis, 2008, p.108). All the authors were involved in the analysis so as

to reduce personal bias.

Results
The top 30 insurance companies launched 112 initiatives overall (Table 1). Most insurance
companies had introduced specific initiatives, except for five companies where no innovation was reported,

and which remained conservative. With more than five new initiatives in a couple of months, some companies
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were clearly more responsive, stating their commitment towards their customers and also towards their drive

for innovation, and they are also the largest in terms of net written premiums.

Table 1: Descriptive statistics for insurance companies grouped by number of innovations

Net Written Premiums (B$)
Number of initiatives Number of insurance Mean Min Max
companies
None 4 63.4 43.8 90.8
1-2 11 61.6 37.5 102.2
3-5 7 54.9 37.6 103.1
6-9 6 55.6 36.0 92.1
10+ 2 117.9 72.6 163.2

Considering the specific insurance line where the different initiatives are developed, we see a clear prevalence
of health insurance initiatives (54%), reasonable considering the health nature of the pandemic event. Another
27% of initiatives is transversal to all the insurance lines (hence ranging from health insurance again until
car insurance, home insurance and so on). Hence, overall, 81% of initiatives dealt specifically or generically
with health concerns. Less common initiatives in other insurance lines, with car insurance (5%) and home

insurance (4%) slightly more relevant

Further, the initiatives covered different activities of insurance companies. Accordingly, we decided
that our first step was to map their impact on the different activities within the insurance value chain
framework (Rahlfs, 2007; Fig. 1), following Eling and Lehmann (2018). By primary activities, we mean the
creation of products/services and their transfer to the buyer (Porter, 2008). These initiatives spread across all
activities, from product innovation, such as creating solutions to address the risk of infection (e.g. artificial
intelligence-based symptom checkers developed by Company 8 to help patients determine whether they are
infected) to innovations in services and processes (e.g. making claims remotely by phone, internet, e-mail or
app, introduced by Company 9). By support activities, we mean those supporting the primary activities by
providing various firm-wide functions (Porter, 2008); these were also impacted, e.g. HR practices, with many

companies implementing distance working solutions (e.g. Company 1 and Company 27).

The role of technology
Focusing on technology, insurance companies responded to the pandemic in two main ways. On the
one side, they exploited their existing technological arrangements, expanding their use or opting to adopt

new technologies. In the USA, Company 13 trained its existing chatbot to detect suspicious infection in a
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timely manner. In addition, the chatbot had a marketing purpose, as it could also propose appropriate
Company 13 insurance products. Several insurance companies, among which Company 22, offered remote
medicine solutions to their customers, including, for instance, live-video conferencing with medical experts,
with the aim of reducing infection by avoiding doctors’ surgeries. At the same time, there were cases where
technology was not always central to the insurance companies’ response. For instance, several insurance
companies, such as Company 1, extended their grace period for paying premiums (especially for customers
who typically paid in cash in a brick and mortar agency or who were facing temporary financial difficulties).
Others, including the Company 7 and Company 16, extended their existing health insurance cover and

explicitly included coronavirus infections.

The role of the market

During the worst stage of the pandemic, insurance companies found themselves dealing with new
risks, but at the same time they had to deal with those already in place. The risk of infection was clearly
central in extending existing products. Customers benefitted from extended policy coverage, as did doctors
in their professional civil liability insurance (e.g. a subsidiary of Company 27) with reference to telemedicine
and everything else beyond their usual sphere of expertise deployed while fighting the epidemic. Collateral
psychological issues related to lockdown measures raised concerns. The responses ranged from a 24/7 hotline
during the crisis (e.g. Company 22) to a Covid-19 microsite and emotional support (e.g. Company 22) and
free subscriptions to Netflix and Spotify (e.g. Company 9 in Turkey). Qualified personal trainers, chefs and
dieticians were brought in to offer free advice and consultations on matters relating to nutrition and wellness,
and customers were offered discounts for grocery home delivery (e.g. Company 9 in Turkey). Insurance
companies set up initiatives linked to many primary activities in the value chain that had been affected by
the pandemic. For instance, with regard to claim management, in one case Company 25 and its supplier were
able to determine the cause of a house roof leak through a “drive-by” survey.

Discussion

From previous considerations, it emerges that cases can be distinguished into two sets according to
the relevance of technology. In the first, existing technologies were ratcheted up and technological innovation
introduced in answer to the emergency; in the other, technology did not play a major role.

The cases can also be classified two ways according to the level of innovation in the portfolio of
risks covered by the insurance companies. In this classification, the first set consists of insurance companies
which innovated their portfolio of risks covered, implementing initiatives to create value for customers facing
new difficulties. The second set consists of insurance companies that adopted solutions intended to deal with

existing risks.
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Building on the evidence from the various cases, we extrapolated four different rationales for the
initiatives (Fig. 2), based on the relevance of the technology (high — low) and the market-driven risk portfolio
(focus on existing risks — new risks). The four rationales gave rise to four classes: Adaption, Expansion,

Reaction and Aggression.

Reaction @ Aggression @
22 29 59 72 87 103:1 12 33 56 76 89
g 11 41 64 73 90 1106 15 38 57 80 97
3|16 47 68 77 95 7 18 39 60 83 98
22 50 69 78 96 8 19 44 61 85 100
2 23 55 70 79 99 9 20 45 65 86 111
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g
[=]
£
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T (21 63 93 14 31 51 84
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Figure 2: Technology and market impulses in innovation as a response by insurance companies to Covid-19. Each initiative is mapped on
the basis of the role played by technology and the risk to which it refers. Four classes have emerged: Adaptation, Expansion, Reaction and
Aggression. The encircled data refer to the number of initiatives. The numbers in each sector refer to our coding of each initiative.

Adaptation (low relevance of technology / focus on existing risks)

These initiatives address needs relating to pre-existing risks where technology did not play a major
role. Many of these initiatives concerned underwriting (5 out of 19). Examples include flexibility in premium
payments (e.g. Company 29) and special enrolment periods for companies to offer health cover to employees
who had previously declined such cover (e.g. Company 1). In contract administration & customer services
(11 out of 19 initiatives), the insurance companies adapted their premiums ex-post, reducing them as a
consequence of fewer claims (e.g. Company 26, 15% refund on two months’ car insurance premium for their
customers). In this class of initiatives, the technology impulse is clearly limited, while the market impulse
consists in the consumer-side demand for insurance companies to provide a service appropriately adapted to

the specific context, possibly minimizing the negative impacts of the pandemic.
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Expansion (low relevance of technology relevance / focus on new risks)

These solutions address new risks, without requiring technology to play a major role. Initiatives in
this class were mainly in contract administration & customer services (12 out of 26). Several insurance
companies (e.g. Company 1, Company 7 and Company 22) were expanding the areas covered in their health
insurance policies, for example waiving co-payments, coinsurance and deductibles for diagnostic tests,
treatment and health complications associated with Covid-19. Moreover, Company 22 and other insurance
companies were enabling expedited access to treatment. In the USA, hospitals in some states with high
numbers of infections, like New York and Washington, no longer needed advance approval from Company
22 to admit their insured patients requiring hospitalization. Expansion initiatives concerning product
development were also put in place (10 out of 26). For instance, Company 9 expanded its portfolio by offering
insurance to all Chinese medical experts in Italy, to protect their safety and health more comprehensively.
These initiatives are hence not linked to strong technological impulse, while the market impulse was related
to customer demand, with users asking insurance companies to expand the scope of their usual services and

products to address new emerging risks.

Reaction (high technology relevance / focus on existing risks)

These initiatives address pre-existing risks, with the aim of reacting to the difficulties arising from
the pandemic, and continue serving customers in an effective and efficient way, by making greater use of
current technologies or adopting new ones. Some of these initiatives concerned contract administration &
customer services (8 out of 32), with several insurance companies (e.g. Company 13) temporarily waiving
members’ out-of-pocket costs for telehealth consultations (also known as telemedicine). Similarly, due to
lockdown restrictions and the need to reduce the movement of people, Company 22 expanded its telehealth
coverage and offered all telehealth consultations with their network providers at no cost to all their members.
Concerning claim management, there were a significant number of reactive initiatives (8 out of 32). Many
insurance companies (e.g. Company 25 and Company 26) stopped all in-home damage inspections to avoid
their employees entering people’s homes, and instead they conducted remote claim assessments through
video chat lines or video collaboration tools. Concerning sales-related initiatives (3 out of 32), an interesting
example came from Company 17. Under the restrictions imposed by various local authorities, the company
operated with skeleton staff in its branches and call-centres, requiring people to use the internet more
intensely, while pointing to the benefits and ease of purchasing from the safety of one’s home. Consistently
with Eling and Lehmann (2018), it is clear that the range of different responses in the market had built on
digital interaction between customers and insurance companies from the beginning of the sales process (e.g.
Company 8) and throughout the validity of the policy, whether the policyholder had made a claim (e.g.

Company 25) or not (see, for instance, Company 20’s wellness advice). In this class of solutions, the
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technology impulse is significant, allowing companies to react to the emergency and continue serving the

market, providing the same experience as before, regardless of the specific situation.

Aggression (high technology relevance / focus on new risks)

Many insurance companies started leveraging on their existing technologies to develop products for
dealing with the new risks. A Switzerland-based telehealth subsidiary of Company 8 introduced artificial
intelligence-based symptom checkers to help patients decide whether they were infected, as well as wearables
and diagnostics to understand patient needs better and steer them towards their nearest healthcare facilities.
Similarly, Company 7 was working to provide speedy health assessments via its mobile app, which members
could download at no cost. Digitalization was instrumental to both new and existing products. Technology
enabled insurance companies to update and improve traditional products centred on protection, such as
helping members isolating in their homes get through difficult patches (e.g. Company 1). Several insurance
companies focused on marketing initiatives. In one example, Company 13 upgraded its chatbot tool so that
people could make a pre-assessment of a possible infection, and the tool also proposed a possible health
insurance policy in specific cases. Regarding support to human resources, many insurance companies
introduced remote working to reduce the spread of the disease and protect their employees (e.g. Company
27). These initiatives were driven by a relevant technology impulse, as insurance companies were able to
exploit their existing technologies to address and aggressively “take on” the new needs emerging from the

market, handling them in an efficient and innovative way, and possibly gaining competitive advantage.

The nature of innovation rationales

Fig. 1 shows the distribution of initiatives, cluster by cluster, along the insurance value chain. Most
Aggression initiatives were related to product development (10 out of 35 initiatives), generating
technologically enabled products to address new risks. Expansion initiatives were related more closely to
contract administration & customer services (12 out of 26), these often being extensions of existing (and
purchased) products to cover new risks. A good number of Reaction initiatives (8 out of 32) concerned claim
management, where insurance companies exploited their existing technologies to continue serving their
customers. Lastly, Adaptation initiatives were frequently implemented in underwriting (5 out of 19), with
discounts or extensions to premium payments. While several contract administration & customer services
initiatives were put forward to manage people’s daily routine, we noticed something similar in product
development. Therefore, market demand linked to unsatisfied customer needs potentially opens up room for
new products (Maier et al. 2016), despite the practical difficulties arising when insurance companies handle
new risk insurance under conditions of scarce historical data and few models for measuring risks accurately

(Sliwnski et al., 2017).

10
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Figure 1: Distribution of initiatives along the insurance value chain by rationale (insurance value chain from Rahlfs (2007))

Considering the initiatives where technology is relevant (i.e. Reaction and Aggression initiatives),
our findings support previous studies (Eling and Lehmann, 2018; Stoeckli et al., 2018) on the impact of
digitalization on the insurer’s value chain. For instance, digital technologies made certain marketing
communication strategies possible (e.g. Company 13 online symptom checker for Covid-19 that can, in some
cases, suggest suitable health coverage), attracting prospects and eventually offering them insurance products
and services, or were of assistance in insurance sales (e.g. enabling online sales via web or apps, as in the
case of Company 20). It also supported a smoother interaction with agents and employees (e.g. digital
touchpoints and distance working), the adoption of new systems for claim management (e.g. drones, video-
calls and apps), the offer of new services (e.g. telemedicine, digital tools for providing psychological support,
tools for identify public financial aids available), and the improvement of policies for actual customers (e.g.
including new policies as the one for Covid-related issues). Furthermore, our research supports the claim
made by Stoeckli et al. (2018) whereby Insurtech enables innovations coupled with an underwritten insurance
product (e.g. Company 1 offering triage tools and a symptom checker to its highest risk members, in order
to collect data and assess their status and needs more efficiently), as well as innovations not coupled to an
underwritten insurance product but instead packaged with complementary products (e.g. Company 9 offering
their customers a free online consultation service with qualified personal trainers, chefs and dieticians).

The relevance of such initiatives for society emerges from several points of view. Many insurance
companies joined the response to increasing health concerns. More than half the initiatives dealt specifically

with health issues, from the risk of infection to lockdown-related psychological issues (see, for instance, the
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24/7 hotline set up by Company 22 to help people live through the crisis). Some innovations in the health
insurance sector actually produced more frequent interactions between customers and insurers. For instance,
Company 8 opened a hotline for coronavirus enquiries, while Company 9 introduced its initiative entitled
“heroes against loneliness”, where employees spend time on the phone with customers in high-risk groups,
asking them about their wellbeing, and they set up a platform where people can register and connect with
each other. Other initiatives responded to more strictly economic and financial issues, such as the decision
taken by Company 1 to give grace periods for paying insurance premiums, open to employees and
individuals. The aim of several initiatives was to solve work-related issues in insurance companies, in
particular by introducing remote working, and also extending coverage to risk arising from an increase in
remote working within other industries. Company 2, for instance, extended existing policy guarantees to
cover business clients in specific situations, such as against cyberattacks, since most of their employees were
working remotely. Lastly, other initiatives were designed to ensure continuity in their customer’s daily life,

for instance, digital home inspections to assess damages (see Company 25).

Conclusions

The Covid-19 pandemic gave rise to a number of serious issues for society. Due to their socio-
economic importance, insurance companies were well-placed to play an important role in addressing these
problems. Many insurance companies supported the general public, for instance by making large donations
to the health system (e.g. Company 8 gifted 350,000 surgical masks to hospitals) or supporting people in
financial distress (e.g. Company 9 joined in the € 200 million insurance Federation contribution to the € 1
billion solidarity fund created by the French government to support SMEs, VSEs and self-employed workers
in difficulty).

At the same time, although the insurance industry has not traditionally fully exploited its innovation
potential due to its conservative approach (Nam, 2018), we found that insurance companies are instead
innovating. With the emerging of a particularly serious new risk, insurance companies took the opportunity
to re-think their value chain and develop new products and processes, exploiting their existing technology
and tapping into their customers’ needs. This research offers a valuable insight into the innovation initiatives
undertaken by insurance companies, and its aim is to share meaningful findings and contribute to our
understanding of how insurance companies respond to highly uncertain events.

By grouping the initiatives according to how relevant technology is in each case and the kind of risks
covered, we extrapolated four types of rationale behind the initiatives, creating four classes. Depending on

whether they made use of and/or upgraded existing technology or implemented new technologies, insurance
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companies were able to handle pre-existing risks, and so continue to serve their customers in an effective and
efficient way (Reaction initiatives), or tackle new risks (4ggression initiatives). However, despite the clear
impulse towards digitalization and the ensuing wide set of potential opportunities, we also identified a broad
selection of initiatives where the role of technology was negligible (strategies of Adaptation and Expansion).
Some reactive innovations responded to increasing health issues, others were more strictly associated to
economic and financial difficulties. Others still relate to work-related matters in insurance companies, in
particular remote working, but there were also instances of extending cover against risks arising from an
increase in distance working within other industries. Lastly, some initiatives were designed to establish
continuity in everyday life.

Overall, it emerges that insurance companies have the room and capability to innovate, and can
leverage case by case on technology to cover new and existing risks, in a process that involves the entire
value chain, with strategies weighted according to each specific activity. For instance, important primary
activities such as product development, sales and claim management show that, in a relevant number of
initiatives, exploiting new technology is crucial for the success and competitiveness of the business and
provides a thriving background for incumbents to collaborate with more innovative players, among which
Insurtech startups.

Our research aims to provide tangible support to insurance companies, which can help them design their
future innovation undertakings with a clear idea of the role they wish to achieve, or maintain, in the market.
Insurance companies that are mainly concerned with safeguarding their market presence, and whose
innovation effort is low, are likely to rely mostly on Adaptation initiatives, as these do not require much
investment in technology and enable the insurance companies to concentrate on existing risks and their
current customers. However, although Adaptation initiatives can lead to customer satisfaction in the short
term, our suggestion is that insurance companies should start paying closer attention to potential long-term
survival risks that could sneak in under the cover of complacency. On the contrary, insurance companies that
want to use innovation to garner higher market relevance in the future may focus their efforts on Aggression
initiatives, leveraging on most innovative technologies to gain power immediately in an emerging market
created by new risks. This strategy could lead to sustainable long-term competitive advantage, but these
companies should carefully consider two main risks. On the one hand, despite the huge volumes of data
nowadays made available through new technologies, insurance for these risks may be less easy to secure or
less extensive due to a lack of pertinent information or models (McAlea et al., 2016) or, at least, be more
uncertain. On the other hand, investing in technology is not per se a guarantee of success, as the benefits
would not follow naturally and investment could be unjustified.

These considerations may assume even higher relevance in the case of future pandemics or global systemic

events, today considered decidedly more probable than in the past. Extreme weather is considered the most
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likely serious risk, climate action failure the second for both likelihood and impact, infectious diseases are
seen as the most serious risk in terms of impact and are fourth for their likelihood (World Economic Forum,
2021). Our results aim to support future innovative initiatives in the event of these situations, providing a set
of rationales that insurance companies could draw upon to cover different functions, from continuing to serve
their customers and protect them from existing risks, to working towards protecting them from new
uncertainty, possibly by turning to technology to gain that extra edge.

Policymakers should act coherently with the insurance sector and consider the new ways in which
this industry is innovating, in order to reflect these aspects in government strategy, regulations and legislative
flexibility when required, as well as reviewing the mechanisms they could put in place (e.g. regulatory
“sandbox”). Said otherwise, new challenges in this field are the order of the day.

Lastly, our research aims to contribute to the literature on insurance innovation by recognizing the
crucial importance of the impulses deriving from technology and market demands that translate into
innovation within the industry. To conclude, we have built on these findings to provide a comprehensive
view of the innovation mechanisms that enter into play when these two forces come together. Furthermore,
by studying the extreme case of the Covid-19 pandemic, we have analysed the complex interaction between
the two and the kind of innovation initiatives that companies could undertake in the future. Nevertheless,
further research is needed to evaluate these innovative initiatives, and examine their short versus medium to
long term benefit to society and, in addition, we need to study the pattern and persistence of innovation

impulses within the now evolving insurance industry.
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Appendix

Appendix A: List of insurance companies analysed. Source: Orbis - Bureau Van Dijk; Consolidated Financial Statements
2018

Company ID Headquarters Net Written Premium (billions of US dollars) —
2018
1 United States >90
2 France >90
3 China >90
4 China >90
5 United States >90
6 Japan >90
7 United States 70-90
8 Germany 70-90
9 Italy 70 - 90
10 China 50-70
11 United States 50-70
12 United States 50-70
13 United States 50-70
14 Japan 50-70
15 Germany 50-70
16 Japan 50-70
17 India 30-50
18 United States 30-50
19 Japan 30-50
20 United Kingdom 30-50
21 China 30-50
22 United States 30-50
23 United States 30-50
24 United States 30-50
25 Switzerland 30-50
26 United States 30-50
27 France 30-50
28 United States 30-50
29 France 30-50
30 United States 30-50

18



