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Introduction 
At a time when customers are expecting fully digital, omni-channel delivery 
of products and services, insurers need more than ever to become 
customer-centric and innovative. To future-proof their existing processes, 
insurers must address their customers' needs in a more effective and 
efficient way while reducing their overall internal expenses. 

New technologies and capabilities such as machine-learning, data 
analytics, chatbots, natural language recognition, and ecosystem 
connectivity are essential to deliver this transformation — but in a carefully 
managed and controlled way. 

Building a foundational layer of capabilities and toolsets and making them 
replicable and accessible across the enterprise will help insurers stay in control and reduce the complexity of their IT 
architecture, while ensuring the flexibility and the agility required to keep pace with the innovation expected by 
customers. 

Achieving this innovation in a cost-effective manner will be the key to true success, by taking advantage of past and 
current investments in IT core systems while gaining agility and cost efficiency by moving to the cloud.  

IBM Cloud Paks provide these capabilities in an infrastructure-agnostic manner. Standardized and configurable toolsets 
and architecture blueprints give insurers the ability to simplify, accelerate, flexibly scale, and control this transformation 
without being limited to a particular infrastructure or cloud provider. 

Industry Drivers  
Even before the COVID-19 pandemic, the insurance industry was confronted with significant challenges, leading 
companies to aggressively rethink their global business model.  The steady consolidation of the market, leading to a fierce 
competition on the internal expense ratios, as well as the mushrooming of Insurtechs reinventing whole sections of the 

Digitally resilient insurers are better equipped to survive major systemic threats and to 
develop radical innovations to help them thrive over time. Activating the right hybrid 
cloud strategy is now the key to success. 

KEY TAKEAWAYS 
» In a digital era, customer satisfaction 

requires secure, seamless, and contextual 
interactions. 

» The automation of customer journeys, like 
claims management, is key to deliver the 
expected quality services. 

» Insurers need to increase their footprint in the 
cloud, choosing the right tools to increase both 
efficiency and effectiveness. 

AT A GLANCE 
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business model, and Big Tech/Big Data companies testing the waters of insurance by capitalizing on their broad and deep 
customer knowledge, put the whole industry under pressure. 

The COVID-19 pandemic has dramatically accelerated these trends by pushing all generations of consumers, from the 
Millennials to the Silent Generation, towards digital channels to get access to the products and services of their choice. As 
the expectations of customers rapidly evolve, insurers must immediately adapt to these new conditions and offer 
customers lean, seamless, and burden-free channels of interaction. 

To achieve this, insurers must initiate and accelerate the full automation of resource-intensive processes such as 
underwriting or claims management that, still today, rely heavily on the manual treatment of data originating from 
multiple sources, analyzed by underwriters or claims handlers spending more time collecting and sorting such data rather 
than making value-adding decisions. 

Such automation requires real-time access to numerous data sources, both internal and external, managed and 
structured in multiple ways. On-premises legacy systems do not allow for such instantaneous mass treatment of wide 
ranges of data types and sources; serious investments in cloud-based solutions to deliver the performance, scale, and 
flexibility are needed. 

The U.S. market has already started to move boldly in that direction, absorbing today close to 60% of the worldwide 
insurance cloud investments, half of that being dedicated to the acquisition of software. Europe comes second with a 
share of 20%, investing mainly in services (53%). IDC projections indicate that it will probably take another three years for 
Europe to reach the current level of engagement of the U.S. in the cloud. 

The insurance industry overall is now forced to accelerate its transition towards cloud-based tools/apps that are the only 
efficient and effective way for integrating such complex data environments. 

Key Business Priorities  

Improve Digital Customer Experiences 

Even before the COVID-19 crisis, customers expected to interact with their insurer in a seamless way across all types of 
channels, from mobile to web, to agent or broker — all in an immediate and contextualized way.  

Insurers must be constantly ready to deliver on-the-spot, tailor-made responses that consider the current circumstances 
faced by their customers. This calls for instant merging of multiple data sources, including the direct input from the 
customers tapping into the capabilities of their mobile devices such as photos, video recordings, or streaming. 

Customer expectations must be met across the whole value-chain, from sales to underwriting, from renewal to claims 
management, with customers expecting to be guided in a simple way through the maze of complex processes with the 
same efficiency but independently of their location or time of day. 

For example, virtual agents take customers by the hand in the aftermath of an accident to ensure immediate and high-
quality collection of all basic data required to activate emergency and assistance services, record witness testimonies, 
reconstruct the crash dynamics, assess and estimate damages, organize the repair process, and all this in a few simple 
and easy steps supported by chatbots and natural language recognition. 
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Enable Knowledge Workers to Focus on True Value-Adding Activities 

Underwriting, portfolio management and claims are traditionally areas where staff is burdened with repetitive, 
redundant, and strictly administrative tasks that only remotely contribute to the creation of added-value for the end-
customers. Diverse data sources need to be accessed, checked for consistency, compared, and merged with other 
sources. This generates bottlenecks or binds resources that could be used elsewhere in more efficient and productive 
ways. Knowledge workers in these departments benefit from advanced AI technologies allowing them to focus on those 
process steps where only human expertise and judgement make the difference, while meeting the service-level 
agreement (SLA) standards expected by customers.  

Electronic-first notifications of loss, automatically generated by the vehicles, enable insurers to immediately activate 
parallel processes aimed at providing immediate medical and material assistance, collecting the data needed for opening 
the claim file while analyzing and checking the specific conditions of the accident and steer the handling of the claim to 
the right operator, virtual or human. 

Chatbots guide the customers in the collection of the basic information and data required to determine the nature and 
the extent of the damages. Pictures, videos, or livestreams capture the visible damages. The images collected are 
analyzed by AI-powered engines to estimate the extent of the total damages, whether visible or hidden, while verifying 
the dynamics of the crash. Price tags are instantaneously attached to the parts of the vehicle that must be replaced, with 
an indication of the man-hours required to repair such parts, considering the specific data available on a geographic basis. 

AI also organizes and tracks services like the towing of immobilized vehicles and the repair process in approved or not-
approved body shop networks. It verifies the consistency of repair bills and authorizes the payment. And all these actions 
are organized and orchestrated in a completely touchless process.  

Of course, severe bodily injury claims will probably be kept in the hands of human specialists — supported by specific AI-
powered tools — because of the complexity and potentially high costs of such cases. Large material damage claims will 
follow the same track. And randomly, insurers will always need to manually manage standard claims to verify the quality 
of their automated procedures and correct/adapt AI-powered processes to consider parameters that had been ignored 
initially, as well as changes in the environment. 

Reduce/Optimize the Internal Expense Ratio 

In times of economic crisis, as the one faced since the COVID-19 pandemic, and with uncertain mid-term economic 
outlooks, the top and bottom lines of all operators in the industry are being tested, leaving few levers to pull that 
guarantee achieving net operating profit targets. All internal processes heavily dependent on human resources must be 
automated as fully as possible, and this calls for important IT investments to release this productivity potential.  

IT being itself an important source of internal expenses, insurers must activate solutions that enable them to further 
optimize their IT-related resources. Speed is essential, so investments must be made in tools that quickly increase the 
productivity of developers, allowing for reduced costs per project and higher numbers of projects under management at 
any point in time. 

Interoperability and Ecosystem Integration  

Connecting in real time to third-party platforms to access, capture, and integrate data or blend external provider services 
and technological solutions raises specific issues for security and data privacy when processes involving customers are 
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being automated. Sanitary checks must be performed in cost-efficient ways that still guarantee the timeliness of the 
customer services provided. Insurers need to put into place intelligent monitoring systems that track the performance of 
each component in the value chain of such potentially complex ecosystems. 

The simplest claims processes will require capabilities such as access to and analysis of data generated by IoT devices to 
trigger external services providers like tow trucks, car rentals, medical services, plumbing companies, or general 
contractors. Insurtechs offer specialized modules to manage specific steps of the value chain, or whole blocks of it, and 
these insurers not only seamlessly integrate all these services together into their own platforms, but also guarantee their 
smooth orchestration at the "moments of truth" that are claims. 

Improved Fraud Detection and Handling 

Economic crises tend to be accompanied by a surge in fraudulent activities, both opportunistic and organized. In such 
times, insurers must invest in reinforcing protections with the certainty of an immediate return on investment. The need 
for a significant upgrade of all antifraud tools is increased as remote work expands the attack surface. Special 
investigation units (SIUs) tend to be small services, physically separated from the mainstream staff for confidentiality and 
security reasons, where direct informal communication and exchange of information helps the designated group. Work-
from-home loosens the cohesion of SIUs, and traditional procedures do not operate as initially designed, creating gaps 
that fraudsters immediately exploit.  

Whether in underwriting or in claims, anti-fraud comes at a cost in service quality. Insurers must constantly manage the 
trade-off between responding swiftly to customer needs and checking for potentially damaging fraud. Manual 
investigations require time that is only available in long-tail claims processes, which is why insurers must compensate 
with technological patches, exploiting the potential of AI and machine learning. 

Hidden from the customers, specific algorithms merge internal and external databases, share intelligence with the 
various actors in the market, and check for potential risks of fraud. AI looks for potential incoherencies in the data 
provided, for example by verifying the weather conditions of an accident. It also identifies relationship networks between 
the different parties involved in a specific claim — drivers, passengers, witnesses, third parties, etc. — and other previous 
claims to flag staged accidents. AI can also scan for forged documents and stolen identities. If no fraud alarms are 
triggered, then the claim is processed in a straightforward way. But once AI detects potential issues, it asks for more 
information from the customer, making it harder for him to move his case forward as more red flags are raised, until the 
file is transferred to human operators for the activation of penal procedures.  

Delivering all this in real time will improve service levels at the moment of truth when customers measure the 
gap between initial promises and the reality. Ultimately, this helps with the retention of existing customers and protects 
the company's reputation. At the same time AI enables the automation of the claims process, it also allows for a faster 
detection of new fraud schemes and behaviors by constantly comparing the individual cases, enabling swift activation of 
enhanced countermeasures. 

IT priorities 

Data Quality and Consistency 

While accessing multiple data sources to feed into automated processes, insurers are confronted with basic yet complex 
issues such as data reliability and across-the-board consistency. Similar data might be tagged differently according to its 
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source, or identical tags might recover different realities so insurers will look for simple, straightforward tools to generate 
cohesion and to easily map data wherever it is stored. Similarly, they will seek solutions that avoid, whenever possible, 
the duplication and constant refreshing of data dumped in data lakes, thus avoiding potential errors and storage costs.  

To guarantee the quality of their services, companies must collect, store, clean, analyze, and organize mixed data 
generated by numerous internal and external sources ranging from IoT devices to police records, from market-shared 
external databases to pay-per-use private services providers. 

In such data ecosystems, data management and governance are of paramount importance and insurers will look for IT 
services providers able to guarantee a smooth and simple way of handling this kind of complexity while meeting all data 
security and privacy standards.  

Standardized and Replicable Capabilities and Tools  

As insurers expand their footprint into cloud-based solutions, they increase the redundancy and the complexity of their 
systems and tools. Architectures become more and more complex to manage and lead to situations where the company 
lacks an enterprisewide IT visibility. This fragmentation in the systems reduces the efficacy and the efficiency of the 
development teams, which leads to an impaired capacity to deliver new apps and services in a timely manner. 

To avoid this pitfall, companies look for toolsets and capabilities adept at simplifying the interfaces used by their 
development teams while easing the integration of new systems. 

Finally, to guarantee the best service to their customers, insurers will also ask for technological solutions good at 
instantaneously identifying any source of service disruption within their IT infrastructure, whether on-premises or on any 
type of cloud. 

Inject Flexibility and Scalability and Innovativeness in the IT Organization 

Given the high variety and volume of data sources to be accessed and exploited in real-time, on-premises legacy systems 
are clearly not the road to success for such a digital revolution. Only cloud environments can offer the flexibility and 
scalability required for mass personalized, customer-centered interface management. But the level of maturity of the 
insurance industry varies greatly between markets and, within any given market, between companies. 

Therefore, as insurers increasingly rely on the cloud — private, public, or hybrid — it is of utmost importance for them to 
make sure their investments are sustainable and enable them to constantly adapt to internal and external changes. 
Insurers will prefer solutions allowing for the integration of already acquired hardware and/or software and guaranteeing 
a seamless integration with legacy systems that cannot or will not be abandoned anytime soon. 

As IT budgets are managed over the years, insurers will look for modular offers that enable them to start small, if they so 
wish, and progressively upgrade to meet their specific needs of the moment without having to sacrifice any of their 
concerns for security, scalability, efficiency, and effectiveness. 
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Considering Intelligent Automation for Insurance Claims with IBM Cloud Paks  
IBM Cloud Paks are AI-powered containerized software that helps organizations build, modernize, and manage 
applications securely across hybrid, multicloud environments. 

IBM Cloud Paks provide customers with a common operations and integration framework enabled with pre-certified 
software, running on the open-source Red Hat OpenShift Kubernetes container infrastructure platform. This cloud-native 
platform supports a consistent framework for infrastructure management that includes automation, security, and AI for 
operational analytics. Red Hat OpenShift is certified on most major public cloud infrastructure services, as well as on most 
major datacenter computing platforms.  

Solutions designed for the needs of specific use cases such as accelerating and simplifying the automation of processes 
like insurance claims provide higher levels of standard, reusable integration, data management, and analytics to 
streamline many activities. Using technologies that can grow exponentially such as process mining, robotic process 
automation, artificial intelligence, and natural language processing elements, the intelligent automation solution helps 
organizations automate enterprisewide workflows, accelerate the claims process, and deliver a better customer 
experience. 

Major IBM Cloud Paks enabling the intelligent automation solution include the following: 

» IBM Cloud Pak for Data, which provides support for more than 45 data collection, organization, and analysis 
applications, including many powered by IBM Watson technology and leading open-source software.  

■ AutoAI to dramatically improve productivity of data scientists by automating many manual steps 

■ Integrated support for ML Ops, model validation and production deployment, and flexibility to use 
preferred open-source frameworks and libraries 

■ Explainability and fairness monitoring to comply with regulatory standards and business guidelines 

» IBM Cloud Pak for Business Automation, which includes a broad set of AI-powered automation capabilities for 
content, capture, decisions, workflows, and RPA.   

■ Business Automation Workflow, so a claims adjustor can automatically navigate the steps of the live 
claims process 

■ RPA to automate repetitive desktop tasks, so claim adjustors and customer service agents can process 
claims faster and focus on higher level work 

■ Automation Document Process to extract claim information from semi-structured or unstructured 
claim documents by leveraging AI 

» IBM Cloud Pak for Integration, which delivers API management, application and data integration, messaging and 
events, high-speed transfer, and end-to-end security including certified integrations with many third-party SaaS 
solutions.  
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■ App Connect to enable integration engineers with an enterprise-grade service bus to connect with 
core systems such as Guidewire with flexible integration patterns 

■ Event Endpoint Management to describe, discover, and control access to Apache Kafka events-based 
messaging across legacy core end modern containerized applications 

■ API Connect to enable third-party applications and internal teams to collaborate in a centrally 
managed and secured API ecosystem 

» IBM Cloud Pak for Watson AIOps, which provides an integrated application and infrastructure observability, 
diagnostic analytics, and security management toolkit as well as automation for operations teams supporting 
legacy and cloud-based resources.   

■ Deploy explainable AI to help CIOs and IT Ops teams detect and diagnose complex issues by 
connecting the dots between structured and unstructured data in real time 

■ Monitor the workflow process for issues and improve quality, availability, resilience, throughput, and 
fairness 

■ Obtain an integrated view of hybrid applications and infrastructure and understand interdependencies 

» IBM Cloud Pak for Security, which provides a broad set of threat detection, data security, automated, intelligent 
incident response and risk management capabilities across hybrid, multicloud environments.  

■ QRadar SIEM to monitor and identify threats in the environment, SOAR to automate response to 
security incidents through a unified interface, and Risk Manager to gain visibility intro business and 
security risks 

■ Guardium Insights to monitor data to help preserve data privacy, streamline compliance, and 
centralize data protection 

■ Verify for seamless authentication to delight customers and reduce risk of fraud 

Challenges and Opportunities 

IBM Cloud Paks customers need to consider the net value generated, and not only the direct cost of ownership (cost of 
software, training, support, maintenance, etc.). IBM Cloud Paks optimize the hardware usage, reinforce security, and 
improve productivity of the data scientists, engineers, and developers, which leads to a reduction in cost-per-project 
management.  

More importantly, IBM Cloud Paks enable organizations to bring innovative products and services faster to market, which 
accelerates the pace at which new sources of revenue can start to deliver profits. At the same time, it provides the ideal 
environment for the full automation of human resource-intensive processes. 

While IBM Cloud Paks allow the flexibility to integrate legacy systems, the challenge will be to avoid creating more legacy 
code, limiting the impact of the overall transformation. 
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Conclusion 
The pressure on the insurance industry is increasing to break free from its legacy constraints and dramatically improve 
productivity while delivering better digital customer experiences by modernizing its product portfolio to align with the 
market’s digital expectations. This raises the bar for data and analytical capabilities to release knowledge workers from 
low-value-added tasks while improving the perceived quality of all customer journeys across the board. Claims legacy 
systems, particularly, must be modernized by integrating and orchestrating new capabilities and technologies to future-
proof IT architectures, allowing staff to concentrate on the core business and customer experiences.  

Cloud infrastructures and trustworthy partners can help insurers innovate and operate at speed, while ensuring 
simplicity, resilience, and flexibility. The cloud will be a key vehicle to deliver these capabilities, but insurers are still in an 
early phase of their cloud maturity. This means a lot of experimentation, constant learning, and a continuous striving for 
optimization, replicability, simplicity, and flexibility — all of which will hopefully encourage insurers to avoid replacing old 
legacy systems with newer, soon-to-be legacy systems.  
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MESSAGE FROM THE SPONSOR 

Deploy an intelligent workforce to reduce cost and leakage, resolve claims faster and provide a better experience 
for both policyholders and claims adjusters.  

To learn more about IBM’s intelligent automation for insurance claims solution, watch this demo. 

https://mediacenter.ibm.com/media/1_dor1167l
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