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Key findings in the insurance sector

Turning disruption to
your advantage

80

insurance CEOs in 37 countries were
interviewed for PwC’s 18th Annual
Global CEO Survey A marketplace
without boundaries? Responding to
disruption (www.pwc.com/ceosurvey)

91%

of insurance CEOs see over-regulation
as a threat to their growth prospects
over the next 12 months, more than any
other industry.
Insurance CEOs – more than CEOs in
almost any other industry – believe that
new regulation, increasing competition,
technological developments around
service provision, and changes in
distribution will have more of a
disruptive impact over the next five
years

www.pwc.com/ceosurvey
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Summary of
industry-wide survey
CEOs are displaying a sense of optimism about
their respective companies’ growth potential
despite having real concerns about an increasingly
disrupted business environment. In PwC’s 18th
Annual Global CEO Survey, we look at how
business leaders are finding new ways to compete
in an era of unprecedented technological change.
We surveyed 1,322 CEOs in 77 countries and a
range of industries in the last quarter of 2014, and
conducted face-to-face interviews with 33 CEOs.

Rapid, technology-led change presents many risks
– but also many opportunities. It’s reshaping the
relationship between customers and companies
and breaking down the walls between industry
sectors. It’s making forward-thinking CEOs
question the very businesses they’re in as they
reassess how their organisations’ differentiating
capabilities can better solve customer problems.
In ‘A marketplace without boundaries?
Responding to disruption’, we explore three
implications of this changing competitive
landscape. CEOs need to understand how to
create new value in new ways through digital
transformation, develop diverse and dynamic
partnerships, and find different ways of thinking
and working. And to succeed, business leaders
will have to show vision, flexible thinking and
carefully listen to and learn from stakeholders to
make clear, informed decisions.

This report is a summary of the key findings
in the insurance industry, based on interviews
with 80 insurance CEOs in 37 countries.
We also were fortunate to have an in-depth
interview with John Neal, QBE Group CEO.
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Preface

“The transformation of the insurance marketplace
is accelerating, creating opportunities for some
and threats for others,” says David Law, PwC’s
Global Insurance Leader.
“People are living longer and have more wealth
to protect. But the latest CEO survey raises
questions about whether established insurers
have the technology, customer insight and trust to
capitalise on these favorable trends.”
“The threats to insurers include mounting
commoditisation, the squeeze on margins and
increase in self-insurance. This reflects both
intensifying price competition and difficulties in
conveying the true value of the coverage they sell.
Regulation is adding further cost and complexity.
Looking ahead, insurance CEOs – more than
CEOs in almost any other industry – believe that
new regulation, increasing competition and
changes in distribution will have more of
a disruptive impact over the next five years.”

“Slow adaptation is not a viable option in the face
of relentless disruption and change. Insurers need
to be more radical in challenging and changing
business models and move quicker in developing
the necessary competitive capabilities if they
want to sustain growth and keep pace with
market expectations.”
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Insurance at the
crossroads
The insurance
marketplace is
transforming. It’s
creating openings
for some; 59% of
insurance CEOs believe
there are more growth
opportunities than three
years ago. However,
it’s creating disruptive
challenges for others;
61% of industry leaders
see more threats than
they did in 2012.

The positive prospects include a growing global
middle class that has more wealth to protect. The
question is how much of this wealth they and
other consumers will choose to insure and how
much competition insurers will face from other
sectors.
To win this business, insurers first and foremost
need trust. Customers naturally want to be sure
that the company that insures them will put their
interests first by providing appropriate coverage
and promptly settling legitimate claims. Yet,
the proportion of insurance CEOs who see lack
of trust as a threat to their growth prospects
continues to rise – 64% today, compared to 59%
last year. However, behind the headline figure
is considerable national and regional variation.
In markets where trust is strong, insurers are
reaping the benefits. The industry’s response
to the 2011 Japanese earthquake and tsunami,
when large numbers of staff were deployed in the
affected areas to support claims identification and
payment, has helped create a very positive image
among consumers. Eighty percent of earthquake
claims were settled within ten weeks1 and
Japanese revenue growth has outstripped other
major insurance markets in subsequent years.2
To make the most of market potential, insurers
also need to be able to keep pace with changing
customer expectations. Within non-life, price
drives most purchase decisions, as many
customers have difficulty understanding or
underestimate the value of the coverage they’re
buying. They also want coverage that is quick

1 IMF Country Report No. 12/228, August 2012
2 Swiss Re Sigma, World Insurance in 2013

and easy to access. However, slow and unwieldy
legacy processes and systems often hamper
insurers’ ability to provide convenience at
competitive prices. Seventy per cent of insurance
CEOs see the speed of technological change and
the shift in consumer spending and behaviour as
threats to growth, more than in almost any other
industry in the survey.
As people live longer, there should be significant
growth potential for life and pensions companies.
However, many life insurers are caught in a
vicious circle in which excessive complexity
reduces transparency and makes it harder to
convert leads into sales. This complexity also
increases the need for advisors, which creates
higher distribution costs and a squeeze on
margins. In many cases, life insurance agents
concentrate on relatively well-off and middleaged customers as they offer the easiest win rates.
They are far less likely to target others, including
younger and less wealthy people. This failure
to reach out to a broader addressable market
is compounded by the fact that many younger
people don’t believe life and pensions’ products
are relevant to them, and are difficult to engage
through traditional channels.

Figure 1
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Major disruptions
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Q: H
 ow disruptive do you think the following trends will be for your industry over the next
five years? Respondents stating very or somewhat disruptive.

Changes in industry regulation

88%
80%
66%

Changes in customer
behaviours

71%
60%
61%

Increase in number of
significantdirect and indirect
competitors traditional and new

64%
62%
61%

Changes in distribution
channels

69%
56%
50%

Changes in core technologies
of production or service
provision

61%
54%
47%

n Insurance n All FS n Global
Source: CEOs taking part in PwC’s 18th Annual Global CEO Survey A marketplace without
boundaries? Responding to disruption (www.pwc.com/ceosurvey)

Regulation and other disruptors
As Figure 1 above highlights, industry leaders
see no let-up in disruption. Regulation is the
biggest concern, and more insurance CEOs see
the potential for regulation to be a challenge than
those in any other industry. With Solvency II now
less than a year from going live and other regional
and local changes coming up over the horizon,
the challenge is how to maintain attention to
other strategic challenges and minimise upheaval
by building the new requirements into a reliable
and cost-efficient business as usual.
Despite the challenges that accompany new
compliance demands, there are opportunities
to turn them into a competitive advantage. It
would make sense to build regulatory demands
into wider investment and business development
programmes. Regulatory impetus could provide
the catalyst for improved information systems,
more efficient use of capital and much-needed
changes in reserving and financial reporting.
Many companies are taking this further by
using regulatory change as an opportunity to
improve operational flexibility, promote greater
collaboration within the organisation, and
even reassess their business models. Evolving
regulatory demands can help to clarify where
change is most needed and how quickly.

“I think you’ve got to
look at the disruptors
and see what you
can learn from them,
because they often come
in with some very smart
innovation and different
service propositions.”
John Neal
CEO, QBE Group

Further challenges centre on the increasing
fragmentation of the insurance market, with
millennials at one end and a longer living
population at the other. Each segment has
different expectations. Indeed, individual
tailoring increasingly will be the norm. This is
going to require a major increase in how well
insurers really understand customers and how
flexibly they can respond to their needs and
expectations.
One of the most striking findings is that
insurers see changes in customer behaviour and
distribution channels as more disruptive than
other financial services sectors. Does this suggest
that they have been slower to respond?
Further disruption is likely to come from the new
entrants targeting the sector. We’ve already seen
the game changing impact of price comparison
sites. Think what a big mobile or internet provider
could do if it applied its customer insight to
insurance.

Heightened risk
With disruption comes heightened risk. More
than 70% of FS CEOs believe that cyber threats
and lack of data security could jeopardise their
growth prospects over the coming year. The
survey also highlighted concerns over geopolitical
uncertainty and social instability.
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The search for innovation
and growth
The search for
new collaborative
opportunities and
openings in markets
beyond insurance is
ushering in an era of
‘competitive diversity’,
in which organisations
freely compete across
sector and market
boundaries and across
physical and virtual
spaces.

Opportunity 1:
Realising the digital potential
Insurance CEOs recognise how digital technology
can help them sharpen data analytics, strengthen
operational efficiency and enhance customer
experience (see Figure 2).
But, are they really making the most of digital’s
potential? Most insurers are still primarily
focusing on e-commerce – doing what they
already do just via a different channel. The frontrunners are using digital to engage more closely
with customers, fine-tune underwriting and
develop customised risk and financial solutions.
They’re also pushing back frontiers in areas like
real-time risk monitoring and more proactive risk
prevention.

A separate PwC survey of over 9,000 consumers
worldwide3 found that greater accessibility and
tailoring the buying experience to their needs are
the two most important steps insurers can take
to appeal to customers. Digital would allow life
and pensions companies to rely less on agents to
cultivate relationships. By enabling businesses to
reach out to younger and other largely untapped
sections of the population in new and engaging
ways, digital would also greatly expand the
addressable market. In turn, more efficient
distribution and no commission costs would open
up more cost-effective options for less wealthy
customers.

Figure 2 The digital dividend
Q: T
 o what extent are digital technologies creating value for your organisation in the following areas? Respondents who stated quite high value or
very high value.

Data and data analytics

90%

Operational efficiency

88%

Customer experience

81%

Digital trust including
cyber security

81%

Internal/external
collaboration

79%

Distribution capabilities

74%

Innovation capacity

71%

Brand and reputation

69%

Source: 80 insurance CEOs taking part in PwC’s 18th Annual Global CEO Survey A marketplace without boundaries? Responding to disruption (www.pwc.com/ceosurvey)

3	PwC surveyed a representative sample of 9,281 consumers from 16 countries for ‘Insurance
2020: The digital prize’ (http://www.pwccn.com/webmedia/doc/635405982747262648_
insurance2020_jul2014.pdf)
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Figure 3

Making the most of digital investments
Q: H
 ow important are the following factors in helping your organisation get the most out of its digital investments?
Respondents who stated very or somewhat important.
A clear vision of how digital
technologies can help achieve
competitive advantage

93%

A well thought-out plan for digital
investments, including defining
measures of success

89%

You as CEO champion the use of
digital technologies

84%

Ensuring that executing on plans
to leverage digital technologies is
everyone’s responsibility

81%

Specific hiring and training strategies
to integrate digital technologies
throughout the enterprise

76%

Source: 80 insurance CEOs taking part in PwC’s 18th Annual Global CEO Survey A marketplace without boundaries? Responding to
disruption (www.pwc.com/ceosurvey)

The potential for non-life insurers includes more
effective risk prevention and remediation.
Two-thirds of consumers would be willing to have
a sensor attached to covered property if doing
so would lower their premiums. Insurers also
could use a deeper knowledge of customer needs
to provide a broader range of non-insurance
products, services and solutions. Half of the
consumers in our consumer survey would be
prepared to provide their insurer with additional
personal and lifestyle information to enable
them to seek the best deal for relevant products
services (e.g. energy, holidays or car hire) on
their behalf.
How can insurers make the most of their digital
investments? As the CEO survey confirms, a
clearly defined strategy is critical (see Figure 3).
The CEO as champion is also crucial. It’s vital
that business leaders embrace digital literacy as
technology shapes their strategic options. Our
research into what develops the highest ‘digital
IQ’ underlines the importance of leadership
from the front rather than simply delegating
responsibility for digital innovation and
management to technology teams.4 Few of today’s
insurance leaders have technology backgrounds,
though this could change as the axis of the
industry shifts.

Opportunity 2:
Seeking out complementary
capabilities
Nearly half of insurance CEOs plan to enter into
a new joint venture or strategic alliance over the
next 12 months. Two-thirds see these tie-ups as
an opportunity to gain access to new customers,
much more than in other financial services
sectors.
Business networks, customers and suppliers are
seen as the most important focus for strategic
collaborations. Examples could include affinity
groups or manufacturers. A further possibility is
that one of the telecoms or internet giants will
want a tie-up with an insurer to help it move into
the market.
More than 30% of insurance CEOs see alliances
as an opportunity to strengthen innovation and
gain access to new and emerging technologies.
Yet only 10% are looking to partner with startups, even though such alliances could provide
valuable access to the new ideas and technologies
they need.
The challenge is how to align objectives and get
people from different industries to ‘talk the same
language’. Key questions include who owns the
customer relationship and how to ensure the
priorities for and timing of investment and return
are compatible.

4	319 financial services organisations were interviewed for PwC’s Sixth Annual Digital IQ Survey ‘The five behaviours that accelerate
value from digital investments’. The cross sector report is available from http://www.pwc.com/us/en/advisory/digital-iq-survey

“There’s a lot of
alternative or thirdparty capital coming
into reinsurance ...
My sense is that some
of it’s transient or
opportunistic ... but
some of it’s here to stay.”
John Neal
CEO, QBE Group
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Opportunity 3:
Pushing into new sectors
Over half of insurance CEOs say it is likely that
insurers will increasingly compete in sectors
other than their own over the next three years.
However, compared to other sectors, the range
and extent of their inroads into other sectors is
limited. For example, around a quarter of the
banks taking part in the survey are making moves
into technology, compared to only 3% of insurers.
There are real opportunities for insurers to use their
customer data and relationships to develop new
revenue streams, much as the new entrants coming
into insurance have done. As sensor technology
extends into household systems (e.g. boilers or
security), there will be opportunities to buy/partner
with maintenance and repair businesses as part of a
concierge model for example.

Re-imagining your workforce
A rapidly changing market requires a more
diverse workforce with new talents. Eighty
per cent of insurance CEOs now look for a
much broader range of skills. Diversity is now
recognised as a key way to enhance business
performance, innovation and customer
satisfaction (see Figure 4).
Seeking to broaden the diversity of talent not
only could widen the talent pool, but also help to
bring in new ideas and experiences. Nearly threequarter of insurance CEOs have a strategy to
broaden talent diversity and inclusiveness – more
than any other sector. But these plans may need
to go further. Nearly 40% have no plans to seek
out talent in different geographies, industries
and/or demographic segments.

Figure 4 The diversity dividend
Q: W
 hich of the following benefits, if any, has your organisation obtained from its strategy to promote talent and diversity and inclusiveness?
Respondents who stated agree or strongly agree.

Attract talent

93%

Enhance business
performance

86%

Innovate

80%

Collaborate internally/
externally

78%

Enhance customer satisfaction

78%

Strengthen our brand and
reputation

71%

Serve new and evolving
customer needs

71%

Leverage technology

66%

Compete in new industries/
geographies

54%

Source: 80 insurance CEOs taking part in PwC’s 18th Annual Global CEO Survey A marketplace without boundaries? Responding to disruption (www.pwc.com/ceosurvey)
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Moving the business
forward
How can insurers
deal with short-term
hurdles while creating a
competitive platform for
the future?

1	Develop a truly customer-centric
business model
	Digital technology offers opportunities to
engage more closely with customers and
understand their needs better. But insurers’
focus on risk, ratings and products means their
understanding of customers lags behind that of
internet and telecommunications businesses,
which have developed advanced customer data
analytics programmes.
	The front runners are already developing
the focused analysis and organisational
collaboration they need to turn reams of
unconnected data into telling customer
insights and customised solutions. They’re
looking beyond the confines of reactive
insurance cover to higher margin proactive risk
advice and prevention. They’re also looking
beyond sensors and big data analysis as simply
pricing tools as they seek to develop a new
generation of information-based services.

“So if you can align
yourself with the
business and say,
“Look, we’re here to
protect your balance
sheet or – on occasions
– to protect your P&L.
How can we do that?
What’s troubling you?
What really matters
to you” – then I think
you’ve got a successful
connection with your
end customer.”
John Neal
CEO, QBE Group

2	Simplify the business and
operating model
	Many insurance companies take longer to make
business decisions than their counterparts
in many other industries, their products are
difficult for consumers (and sometimes even
insurers themselves) to understand, and
operating costs are high compared to many
leaner new entrants. Simplifying management
structure, scaling back unprofitable business,
and using partnerships to reduce investment
and delivery costs will significantly increase
their competitiveness.

3 Looking at regulation in the round
	Effective compliance with new regulations and
standards is hampered by lingering uncertainty
over details, and organisational impact on
the one side and often reactive, piecemeal
implementation on the other.

	The key to navigating regulatory complexity
is understanding how real and proposed
changes may affect the entire organisation
and then how to make what is often perceived
as a burden a catalyst for positive change.
One of the best ways to achieve this is via
the creation of a global compliance team
with strong executive leadership. This is an
approach that has already proved beneficial
to many global banks. The compliance
team would be responsible for looking
beyond basic operational compliance to
how the developments may affect the entire
organisation’s strategy and structure, and
then working closely with the board, business,
compliance and other teams to coordinate
a clear and coherent group-wide response.
This would include assessing competitive
implications and looking at how to capitalise
on potential opportunities.

4 Proactively managing risk
	The risk landscape is evolving, and cyber is one
of its most prominent manifestations. Given
the potential for sharply rising losses and ever
more complex loss drivers, insurers can no
longer manage the evolving risk environment
solely through traditional approaches. Solving
these complex and dangerous challenges
requires a comprehensive risk facilitation
leader to educate, promote and co-ordinate
solutions across a range of stakeholders,
including corporations, insurance/reinsurance
companies, capital markets, and policymakers
across the globe. As the traditional
intermediary in the risk transfer chain, brokers
are especially well placed to identify and
develop viable and innovative solutions to the
changing risk environment.
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Contacts

If you would like to
discuss any of the issues
raised in this report in
more detail, please get
in touch with us or your
usual PwC contact.

David Law
Global Leader, Insurance
PwC UK
+44 7710 173 556
david.law@uk.pwc.com

Claire Clark
Global Insurance, Senior Marketing Manager
PwC UK
+44 20 7212 4314
claire.l.clark@uk.pwc.com

Jamie Yoder
Global Leader, Insurance Advisory Services
PwC US
+1 312 298 3462
jamie.yoder@us.pwc.com

Eric Trowbridge
US Insurance, Senior Marketing Manager
PwC US
+1 410 296 3446
eric.trowbridge@us.pwc.com
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