Are you ready to be
an Insurer of Things?
How the Internet of Things
is changing the rules of the
game for insurers

The traditional business model for insurance, though
still a solid source of revenue, is becoming less sustainable
in the long term1 due largely to the rapid innovation that
the Internet of Things is driving throughout the economy.
Yet, in the midst of this disruption there is opportunity.
Insurers will need to dramatically reshape their business
model, combining insurance with technology, ecosystem
services and partners. Insurers are about to become
“Insurers of Things.”
Figure 1: The Internet of Things is connecting homes, cars, people,
organizations and even entire cities2
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Insurance, meet the
Internet of Things
Every industry is being disrupted by the Internet
of Things (IoT)—the universe of intelligent
devices, processes, services, tools and people
communicating with each other as part of
a global ecosystem. As technology evolves,
products, homes, enterprises and entire cities
will be continuously connected (see Figure 1).
This represents fundamental change for the

insurance industry: How are things insured?
With what partners? Which services and enabling
technologies? The answers to these questions
are the first steps toward the development
of new and innovative business models.
The IoT is driving a connected, as-a-service
economy, and traditional insurers must adapt
quickly, deciding whether to move up or out.

Figure 2: The IoT will disrupt the core of insurance across three dimensions
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Accenture believes three dimensions of the
industry will be most affected: (1) consumers;
(2) offerings and risks; and (3) competition
(see Figure 2).
1. Different consumer expectations
Customer needs are expanding and becoming
more liquid. People are moving from “siloed”
needs (e.g., buy the car, fix the car, insure the car)
to a set of combined expectations encompassing
multiple needs. According to the Accenture
Consumer-Driven Innovation Survey, insurance
customers expect a provider experience that is
not only broader but also tailored to their needs:
80 percent of consumers would switch insurers
for more personalized services, and 41 percent
are willing to pay more for those services.4

The frequency of consumer interaction is
changing, too. Traditionally, insurers have
interacted with their customers only once or
twice a year—for policy renewal and perhaps for
a claim. The IoT creates the opportunity to initiate
a continual, always-on, end-to-end dialogue,
leading ultimately to a new type of relationship.
This connectivity will expose insurers to
an unprecedented amount of information.
For example, 78 percent of customers
say they would allow carriers access
to behavioral information in return for
a more personalized service.5
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2. New offerings and new risks
Given evolving customer expectations and the
transformative potential of the IoT, 83 percent
of insurers believe that digital devices are
powering the shift from selling things to
selling outcomes and experiences.6
Insurance coverage is becoming a part of
a broader value chain with new types
of products and services.
The IoT will also impact the core of insurance,
as 80 percent of insurers believe that it will
radically change the nature of risks covered.7
This change will occur in two ways. First, new
technologies (drones, for example) will present
new risks to be insured. Second, assessment
of existing risks will need to consider new
parameters (for instance, self-driving cars
controlled by autonomous systems).

3. New competitors and
new contestable markets
According to Accenture research, 75 percent
of insurers believe that industry boundaries
will dramatically blur as the IoT and other
platforms reshape industries into interconnected
ecosystems.8 Because insurers will position their
offerings within broader networks of services,
they will no longer compete just with other
insurance companies, but also with players from
a variety of traditional and innovative industries,
creating new contestable markets.
Digital innovators—especially incumbent Internet
companies such as Google, Apple and Facebook
—are particularly threatening as they may define
the new competitive rules of the IoT economy.
By leveraging their unique knowledge of
customers, they could force traditional
industries to follow rather than lead.
The risk for insurance is becoming a mere
commodity. The key will be to find the right
partners to drive innovation, taking advantage
not just of partners’ assets and core competences
but also their brand value as a means to respond
to specific consumer need areas.
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How to succeed as
an Insurer of Things
How can insurers take rapid and informed action given
the dramatic changes the IoT will make to their traditional
business models? Here are five keys to success (see Figure 3).
Figure 3: Five key success factors as an Insurer of Things
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Success Factor 1: Choose the role you
intend to play
Insurers will need to operate in extended
ecosystems, so setting the rules to collaborate
with partners is essential. Companies can
adopt different roles for each of their markets,
businesses or regions, depending on their ability
to provide a truly differentiated and extended
offering that reaches beyond insurance.
Two roles in particular will be important:
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First, insurers can act as service providers,
supplying an innovative technology-based
insurance product to a third-party ecosystem,
with other industry players acting as aggregators
of the extended offering.
Second, insurers can be value aggregators,
launching innovative and extended offerings,
beyond traditional insurance, and directly
selecting and managing the partners they need.
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Success Factor 2: Build and work on
three combined layers: product, technology
and service
Insurers will need to define a connected offering
model across three integrated layers: insurance
product, technology, and ecosystem services
(see Figure 4).
Layer 1: Product
Choose the right core insurance coverage
to be integrated in the ecosystem offering.
The insurance product should be fully adaptive
to a single customer’s needs and profile, moving
from a standardized “one-to-many” to a
“one-to-one” product. Insurers will be able
to do this by leveraging a modular and flexible
coverage structure and dynamic pricing, both
personalized through analytics.
Layer 2: Technology
Leverage the right technology
to complement the offering.
This is the key enabler for the IoT offering
value proposition. Technology allows the
customer to connect with the insurance product
and ecosystem services, and also enables
ongoing consumer interaction. Insurers should
be technology agnostic, always looking for
the solution that best complements their
specific offerings.
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Layer 3: Ecosystem Services
Define and select the ecosystem services that
maximize value.
Although potential services are virtually limitless,
insurers must be careful in defining the right
ecosystem service, making sure that it:
(1) brings true value that is appreciated by customers;
(2) can be monetized by the company, either
as a direct revenue stream or indirectly through
the information captured about the customer;
and (3) both values and takes advantage of
ecosystem partners.
If we look into three core businesses for
insurance—car, home and health—both insurance
and other industries’ players have started
to launch an IoT offering leveraging selected
ecosystem services and technologies.
However, a dominant design has yet to be
defined and few have started to envision
a complete and extensive strategy.

Figure 4: How to build the three-layer model
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Success Factor 3: Extend, automate and adapt
the insurance value chain

Success Factor 4: Share and collaborate
through an open architecture

Because the IoT will affect every phase and
process of the insurance business, insurers need
to take a broad set of actions across the
value chain.

Insurers will need to open up to the outside
world of ecosystem partners—sharing not only
customer data, but customers themselves.
For the insurance industry, where ownership
of the customer has always been a strategic
issue, this will represent a significant disruption.
However, it is inevitable if players wish to achieve
the next level of competitiveness and gain
true value from partnerships.

• Extend: The need to manage new components
of service and technology will require the 		
development of new phases and processes. 		
Companies must leverage partners to 		
integrate value-added sub-processes and then
outsource non-core activities for the ongoing
operations of technology (e.g. fleet 			
management and maintenance) and execution
of third-party services.
• Automate: Labor-intensive processes such as
underwriting, claims and fraud management
can be automated to improve efficiency and
cost effectiveness. This is facilitated by 		
machine-to-machine interactions and 		
predictive analytics capabilities enabled by 		
technologies such as big data and robotic 		
process automation (i.e. cognitive computing
and machine learning).
• Adapt: Ongoing personalized interaction with
customers and partners requires profound 		
operating model changes. Core insurance 		
processes must be continuously adaptive and
iterative. For example, new-product 			
development should move from a mass 		
targeting activity, occurring every two to three
years for catalogue renewal, to an ongoing 		
process tailored to individual customers to 		
deliver a one-to-one personalized solution.
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To encourage and support such ecosystems,
IT architectures will need to evolve, ensuring
flexibility and interoperability with external
partners and providers. Key features would allow:
• Data monetization through the integration 		
and enrichment of internal information 		
together with external data provided by 		
devices and partners.
• The ability to support a broader set of services
bundled with the contribution of partners.
• Shorter time-to-market, moving from a 		
change-run to an assemble-distribute 		
approach, leveraging as-a-service 			
contributions.
• Management of the whole data value chain,
distributing data to exchange and extract 		
valuable insights.
As a consequence, insurers will have to
operate in two directions: (1) orchestrating
legacy evolution while (2) managing disruptive
innovation, changing their IT processes to
roll out faster and cheaper and managing
security threats quickly and proactively.

Success Factor 5: Foster a culture of innovation
As insurers transform to become Insurers of
Things, having the right technology and partners
will be essential. But something more is also
required: promoting a culture of innovation
at all levels.
First, design a governance structure for
innovation that creates and develops innovations
with a fast and experimental approach. This
should be done at the same time as managing
the evolution of core activities, handling business
as usual with a two-speed approach. To do so,
new organization structures and roles, such
as chief innovation officer and chief data officer,
will be necessary to govern new activities
effectively.
Creating an internal culture of innovation should
be one of insurers’ top priorities. The Internet of
Things strongly affects how people are working
and what is demanded of them. This new culture
will need to be infused across the whole
organization, from idea generation to workforce
training and onboarding.

Creating an internal
culture of innovation
should be one of insurers’
top priorities. The Internet
of Things strongly affects
how people are working
and what is demanded
of them.

A culture of innovation should also be extended
outside the company to its customers. The
company should support customer education and
awareness, leveraging new and engaging tools
and technologies while taking the opportunity to
improve and enhance the company’s reputation.
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The Internet of Things
— risks and opportunities
The disruptive technologies of the Internet of
Things are an opportunity for insurers who act
quickly. In this environment, it is critical to be an
innovator across the entire insurance value chain,
while operating in a broader partner ecosystem.
Effective leadership will be essential in creating
a vision for becoming an Insurer of Things and
then putting in place the operating models to
make that vision a reality.
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Considerable risks are involved in this
transformation, but the risk of doing
nothing is far greater.
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