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Introduction
The insurance industry is facing a radical reinterpretation
of the manner in which business is undertaken. There are
virtually no processes or thoughts which, in the coming
years, will not be open for re-interpretation. This is due
to the emergence of new Insurance Technology or as it is
already known; ”InsurTech”. If you want an idea of what this
might mean to insurance companies, just look at what is
happening right now in the financial industry.
Over the past five years, the financial sector has been
exposed to what is commonly known as disruption - a
”disturbance” which has closed between 25 and 40 percent of all branches, which has eliminated one million jobs,
so far. And the firing round is not over. All this exposes the
inefficiency of the current business models of banks. This
disruption was created by new financial technologies such
as mobile phone apps and contactless payment. At the
moment, $ 25 billion are invested in start-up companies
within “FinTech” every year, which is a tenfold increase
since 2011.
Four years ago, FinTech investors also began to show interest in InsurTech. There was a desire to experience how
the new technologies could be used in insurance, and the
first InsurTech start-ups then saw the light of day. The ambition was to revolutionise the way insurance companies
will do business in future. In 2014, venture funds invested
$ 800 million in InsurTech, but last year their investments
had more than tripled to $ 2.6 billion. There are those who
expect the industry to reach the same level as FinTech
and, if that happens, investments in InsurTech start-ups
will have increased tenfold by 2020. That means that there
will be thousands of small and large companies challenging
the existence of already established insurance companies.
Is it a real fear? Yes! In a recent analysis by PriceWaterhouseCooper, three out of four US insurance companies
state that InsurTech start-ups could threaten one or more
of their business areas and one in three companies has no
idea what to do.
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And is there anything to come for? Yes! In the world’s largest insurance market, the USA, the companies’ annual
premium income totals $ 1.1 trillion, which corresponds
to 7 percent of the US gross domestic product. And the
systems and business models used by insurance companies to handle their cash flow are full and half centuries old
and using paper-based models as their starting point.
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of the banks. Many of the experiences already made in the
FinTech area may be transferred to InsurTech. And, when
looking at how new ideas are developed and implemented,
that actually already appears to have been the case.
This report does not seek to set out the future. That is
a matter of how the established companies, the new
InsurTech start-ups and the customers react. There is, as
yet, no established best practice. The future of insurance is
about creating a new practice in a new market in exponential change.
This report describes three critical elements in the development of future insurance:

If you cast a sidelong glance at what has happened in the
financial industry over the past five years and think about
the potential profit that could be generated in the global
insurance industry of the future, there is, thus, good
reason to try to get an overall idea of what could happen
in the years to come. A re-interpretation of the insurance
industry business may even be carried out faster than that
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1.

The market platform: What kind of society is it that
insurance companies will be servicing in future? What
are the needs of future customers and how do they
think? What will the rules on this new platform be?

2.

Models of development: How may insurance companies most effectively develop new products, move
beyond their comfort zone and create new business
models?

3.

Trends: Trends are small pieces of the future that 		
evolve over time and interact with each other. These
trends are the best building blocks we have to build up
a picture of future possibilities.

By using these three elements, this report will create an
”open future scenario” that provides the reader with the
chance to assess what opportunities will be created up
to the year 2023. Hopefully, this will mean that any fear of
the future is alleviated and replaced by a desire to set new,
exciting goals and discover a universe that offers more
opportunities than the industry has ever had.
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The New Scenario
The insurance industry faces a new scenario and a new
game board with new rules. If you were to set the date
when these new rules were introduced, the year would be
2008 - the year Apple introduced its iPhone!
After that, everything was different and, in the years that
followed, a significant number of illustrious companies
– in fact, whole industries within music, photo, video, entertainment and travel died. Many of the industries which
are still hanging in there continue to struggle to survive,
such as print media, but banks are also threatened.
On this side of that 2008 line in the sand, a new group
of companies has developed. These are companies like
Netflix, Instagram, Spotify, Amazon, e-Bay, Starbucks
and new giant companies from Asia like Samsung, Alibaba
and Tencent.
Change has happened at an impressive rate. It is 10 years
ago that we got smartphones that, within a three-year
period, killed off the world’s leading mobile telephone
manufacturer, Nokia, and these new mobiles (we are in
the process of removing the word ”telephone”) have
totally changed the way in which we shop, pay our bills,
communicate with family and children, establish relationships with private and professional contacts and create
political power balances.

The companies in this new scenario which is still in the
making, despite the great upheaval, are building their
success on new technology and have set new standards
for survival and success. Customers are serviced digitally,
it is no longer as important to own as having access to
use.
However, success is not merely a matter of digitising the
systems you already have. It is about understanding the
new market which develops in front of one’s eyes and understanding the new generations of consumers who continue to turn up. We will not be developing new insurance
services for the world we know. We will need to develop
new insurance services for the world which is developing,
and which will be significantly different.
This process of comprehension revolves around two
things: we need to zoom in and study the new exciting
details which will make a difference in the long term and
we need to zoom out again and study the great context in
the new overall view. In this context, what we see in the
meantime is irrelevant.

There are thousands of trends which create
the reality in which the insurance industry
operates; however, this report focuses on six
megatrends which will shape the life of future
mobility and insurance.
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#1

Climate change

Climate change has put a fright in people
all over the world. There is an increasing
shortage of water, the climate affects
agriculture globally, we fear that the ice
sheet will melt, and water levels rise, and
fossil fuel combustion is one of the key focuses of the dialogue. However, the lack of
a number of other raw materials, ranging
from lithium for batteries, phosphorus and
metals in general, is felt similarly urgently.
In the 20th century smoke was the indicator of progress. The new era sent smoke
out of chimneys, cars, buses and trains,
and even the modern people of last cen-
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tury smoked, just like the chimneys. The
21st century is smoke-free and sustainable, which characterises the new way of
life. We will soon be eight billion people on
this globe and, within the next 15 years,
another 2.4 billion people will move into
the middle classes.
In this new scenario, we can no longer live
like we did in the previous century. Things
need to radically change. For this reason,
the future will not be an upgraded version
of the past - it will be brand new.
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New urbanism

This is the situation all over the world;
however, in the long term, there is no sustainable solution with millions of urbanised
people living far away from where they
work and having to commute for hours
every day.
The alternative is the concept of ”New
Urbanism” where we get an ever-increasing
number of megapolises which are not necessarily traditional in structure but, rather,
divided into independent, self-contained
districts where people live and work. In
other words, suburbs are abolished and
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become independent, sustainable districts. The US Senator Bernie Sanders who
was Hillary Clinton’s closest competitor
represented such a community structure with lots of smaller and independent
entities.
There can be hardly any doubt that the
population of this globe will be drawn to
the cities; however, there is doubt as to
how these cities will organize themselves.
Will it be the traditional central urbanisation model with a city centre with suburbs
or will it be ”New Urbanism” and network
structure?

#2

The world’s growing population huddles
together in cities. The Chinese are planning to move an additional 100 million people from the countryside to the cities in the
years up to 2020. We see the same trend in
the rest of the world. For example, In Denmark, they speak of ”Peripheral Denmark”
where jobs disappear, and house prices decrease in contrast to the large cities where
house prices are on the rise. The price of a
detached house in Charlottenlund, north
of Copenhagen, is tenfold that of a one
located in Nakskov on Lolland, an island
south of Sealand, which, naturally, pushes
the poorest people out of the city centres
to the suburbs, or maybe even all the way
into peripheral Denmark.

In favour of the latter: infrastructure would
be greatly improved, and we would not
have to move millions of people every
morning and evening. Cities with independent districts would develop more
harmoniously, we would mix the wealthy
with the less wealthy and house prices
would be levelled. In any case, however, it
would affect our lifestyle. The café population would grow, we would focus on public
transport and have less of a need for owning our own car. There are also indications
that, in future, we could have more small
and independent shops, fewer shopping
centres, chain stores and hyperstores.
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By 2020, the global car insurance market
will have grown to over $ 800 billion in
premium revenues. The first driverless
cars are then expected to roll out onto the
roads – and, with them, the number of road
accidents will start to fall drastically. We
have already seen a number of technical
safety improvements, such as reversing
alarms, auto parking and braking.

New Traffic

In the same period, we will experience
a growing number of electric cars with
entirely different service and maintenance
requirements. Cars will likely not continue
to be independent vehicles but, rather,
will be incorporated as registered units
into a superior, intelligent traffic management system that will manage traffic to
ensure that we make the most of our road
network.
Before then, a number of amateurs will
take on an increasing part of the professional drivers’ work. In San Francisco,
where both Uber and its competitor Lyft
are based, they have already taken over
two-thirds of the professional provision of taxi services. They then become
unemployed again once Uber introduces
its driverless electric taxis which the
company is developing in collaboration
with Toyota.
How will this development affect the interest in the cars of the future? Would you
buy an expensive 6-cylinder Audi or BMW if
you would not be given the opportunity to
drive it yourself but would have to leave it
to the autopilot?

#3
INSUR ANCE IN MOTION
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#4
The new industrial
revolution

At the 2016 World Economic Forum in
Davos, the theme was ”The 4th Industrial
Revolution” which refers to the increasingly intelligent manufacturing process
in which all machines have been gradually
linked by what is called ”The Internet of
Things” abbreviated as IoT. Word has it
that, by 2020, 50 billion devices will communicate with each other which means,
amongst others, that the heat pump in
your home will draw attention to the fact
that its compressors are about to shut
down and will automatically instruct the
robot-controlled factory to produce a
new one.
In this new industrial age, many human
processes will be replaced by robots
and algorithms which possess artificial
intelligence, learn in the process and become better and better at servicing both
machines and people.
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This development actually started in 2000
but was officially registered for the first
time on December 11, 2012, by the American economist Jared Bernstein in an article
in The New York Times. By comparing
statistics on productivity and employment,
Bernstein noted that, now, a society’s productivity and economy could be improved
without having to employ more people.
Since then, economists have continued
calculations and both a British and a Canadian report have concurrently estimated
that, in the course of the next 20 years,
the 4th industrial revolution will abolish between 40 and 50 percent of all jobs existing
today.
In other words, technology will provide
modern society as a whole with fantastic
financial progress - but with less employment.
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The Gig Economy

growing class of freelancers, also called
the ”precariat” - as in the word precarious,
which means uncertain. They are the modern, 21st-century day labourers, created by
the technologically job-saving development.
However, the precariat are also responsible
for all the new ideas that are developed and
create the companies of the future.

This has given rise to a new expression;
”The Gig Economy”. Gig is the expression
used by especially rock musicians when
talking about a job. They have a ”gig” in
one city and then move on to the next job.
They live from job to job without having a
fixed and known income. More and more
people live this type of professional life in
the Gig Economy. They receive payment
on a task-by-task basis without having
a financial safety net. They belong to a

The Gig Economy comprises all types of
self-employed people. It is the banker who
loses his job and sets himself up as a freelance accountant, the recently graduated
who cannot land a job and develops a mobile
app, or the unemployed executive who sets
out as strategy adviser.

#5

A recent analysis by the UK trade union
TUV reveals that of the new jobs created since the financial crisis, 44 percent
have been created by people becoming
self-employed. And a similar analysis from
the US states that, by 2020, 40 percent of
the US workforce will be freelancers and
self-employed.
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#6
Millennials and Mutants

The so-called generation Y, also referred
to in everyday language as ”the Millennials”, was born in the 80s and 90s and is
between 18 and 35 years old. This is the
largest generation in the world ever and,
by 2025, it makes up half of the world’s
workforce.
However, the Millennials are not like the
generations before them. They have
grown up in a welfare society with crises:
the dot.com crisis, the financial crisis,
the refugee crisis and they live their lives
accordingly. They are not sure of keeping
their jobs, so they are wary of making
commitments. They have children at a
late age, marry reluctantly, would rather
rent a home they can pack up and move
from than own a home with a mortgage
they will be stuck with for 30 years. When
on vacation, it is more likely in Airbnb than
at a hotel and they travel preferably by
Uber than a taxi. This is not because they
are stingy, they buy expensive, branded
products and pay extra for convenience in
order to be free.
Historically, youth has been characterised
by indomitable optimism and the expectation of eternal life; however, a recent
British study of 4,000 18 to 30-year-olds
revealed that over half felt pessimistic
about the future: One in four young people could not afford to leave home, every
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other girl felt worn out and one in three
was worried about their mental health.
The Millennials are the first generation in
150 years who do not think they will have a
better life than their parents.
Generation Z follows on the heels of the
Millennials. They are the ”mutants”, the
ones who are less than 18 years old, they
always have a mobile in hand, probably
with a broken screen, and are on social
media all waking hours.
Mutants are not comfortable with direct
social interaction with strangers. They
know absolutely nothing about banks and
insurance companies and if they need to
solve a problem, they send a “snap” or
seek guidance on social media.
Together with the youngest of the Millennials, in a few years, Generation Z will
be the ones who decide which insurance
companies will survive and which ones are
expendable.
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Opsummering:
The New Scenario

In a few years’ time, the Millennials will be the largest
generation in the labour force. They are urbanised young
people who live a freelance life and move from job to
job, like nomads. They grew up with smartphones, ondemand services and do not read long texts. They are
a new generation that is adapted to a high-tech reality
where access to use is more important than ownership
and where paying extra for flexibility and simplicity is
the done thing. A generation for whom the distance to
the insurance industry may seem huge despite the deep
concern for the future.
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InsurTech
– This is how new ideas come about

The banks themselves did not start developing the new
disruptive FinTech solutions which turned the established
business models upside down. Radical development
always comes from the outside and, in this case, it was the
so-called venture capitalists and angel investors of Silicon
Valley and London’s Tech City who invested in young entrepreneurs with new, fresh ideas.
The development of FinTech has, to a great extent, been
driven by nerds and technology investors - and it still is.
Only within the last couple of years have the big banks
joined the FinTech wave and participated actively in the
radical renewal of the finance industry.
Initially, InsurTech was really part of the FinTech development; however, in 2015, InsurTech broke out of the finance
environment and created its own domain and, unlike the
banks, the major insurance companies have been actively
involved in the trend from the outset. Unlike the banks,
a number of progressive insurance companies have not
said: ”Well, let’s see how it evolves.” From the outset, they
have secured influence on the design of the new universe.
Hackathons
One of the pillars of the technological development is the
phenomenon of hackathons. A hackathon is a development contest lasting 24 to 48 hours where hundreds of
creative young people meet, present their ideas, join up in
teams which then, in the course of a weekend, fine-tune
the most creative proposals for new products or business
models. This ”development marathon” concludes by the
young people presenting their projects, which they have
often programmed, to demonstrate a prototype of a new
product.
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The advantage of this process is that, in the course of a
weekend, a two-digit number of design projects are completed, which would have taken years to carry out within
the insurance company’s own framework.
Incubators
Another key element in the innovation of the insurance
industry is ”incubators”, sometimes referred to as ”accelerators”. Both operate in typical X-factor format: The management behind an incubator scans the market for teams
with new and solid business ideas. Often, the ideas have
been through a hackathon first, and after up to a thousand
different teams have been screened, about twenty of the
best teams are invited to present their business idea. After
the presentation, the jury selects six to ten of the most
promising teams to continue their work in the incubator
or accelerator, where the young people are provided with
mentors, advisors and business training to enable them to
trim their ideas over a three-month period. They then present their concept again, this time to up to 200 investors, in
the hope of being funded to continue the development of
the company.
Actual InsurTech incubators saw the first light of day in 2016
and this has led to for instance the partly Danish-founded
Startupbootcamp in London, Swiss Re has established an
accelerator in India and Alianz has founded Alianz X in Munich. These are three examples of important development
laboratories whose investments tell a tale of the new roads
taken by the insurance industry.
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Initially, InsurTech was really part of
the FinTech development; however,
in 2015, InsurTech broke out of the
finance environment and created its own
domain and, unlike the banks, the major
insurance companies have been actively
involved in the trend from the outset.
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Future mobility
We are in the process of transforming the world’s infrastructure for the transport of goods, information and
people. Mobility is closely linked to human creativity,
productivity and progress, but the current infrastructure, based on that of the 20 th century, is obsolete. It is
inefficient, it strains our environment to its bursting point
and does not meet 21st century demands as made by an
urbanised world, home to millions of new middle-class
citizens.
•

•

Within the next decade, cars will be electrified. In 2017,
Volvo decided that all their cars would be electric or
hybrid. The Netherlands intend to ban all new petrol
and diesel cars from 2025 and, on a global basis, all car
factories endeavour to develop electric vehicles (EV).
Elon Musk sold 400,000 electric cars to people before
they had even tried to sit in one and the Chinese market booms. It is no longer a question of whether we will
have electric cars, it is merely a question of how quickly
they will be introduced.
Very soon, we will see autonomous cars - they are, in
fact, already on the roads on an experimental basis. 19
car factories are developing self-driving cars and we
see brand new alliances arise. Ford collaborates with
Amazon and Google, Uber collaborates with Toyota
which has just invested half a billion dollars in Uber’s
project and Apple’s very own self-driving car, Titan, is
in the pipeline. This also applies to the Chinese search
engine Baidu, whose director Robin Litook was given a
ticket for letting the car drive him to a meeting while he
was sitting in the back and reading the newspaper. The
UK insurance company AXA has two projects whose
purpose is clarification on how to insure autonomous
cars, and the new, young InsurTech start-up Trov
collaborates with Google’s Waymo which also develops
driverless cars.
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•

Science fiction also approaches science fact as an
increasing number of companies are working on designing and manufacturing flying cars and self-flying
drones for moving both goods and people. Elon Musk is
working on his Hyper-Loop and the Norwegians plan to
launch an electric and autonomous ship by 2020 while
we also see increasing numbers of high-speed trains
making airborne traffic less attractive.

•

The Internet of Things (IoT) will affect traffic and future
mobility. We will not only encounter intelligent cars.
We will also encounter communicating cars. A new
term is “vehicle-2-vehicle communication” (V2V) which
enables cars to avoid accidents and queues. Cars will
be able to communicate with traffic lights, buses and
a plethora of other sensors in the ”smart cities” of the
future. Driving will be cheaper, faster, safer, cleaner and much more boring.

Mobility-as-a-service
Every year more than 80 million cars are sold globally at an
average price of $ 20,000. From the viewpoint of the major car factories in Bavaria, Detroit and Seoul, this is a car
market worth $ 1.6 trillion a year. However, from the Silicon Valley viewpoint, which perceives the mobility market
from an “car-sharing-on-demand” perspective, the math
looks completely different. Silicon Valley’s calculation
says that all cars in the world drive a total of 10 trillion
kilometres a year at an average price of $ 1. And then you
suddenly have a market of $ 10 trillion, where key players
are no longer merely the car manufacturers, gasoline and
traditional insurance companies. Now, the new mobility
industry also includes global tech giants and venture
capitalists, and new insurance companies like Metromile
pop up which prices its policies the Sillicon-Valley way:
per mile. If the car market is shifting from ownership to
collaborative economy, the business models of all parties
involved will also change.
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Many of the major car manufacturers are preparing or
already have car sharing on-demand: Ford has GoDrive,
Mercedes Benz launched Via Van programme in London
where you drive along partially planned routes through
the city and collect passengers that are going in the same
direction. Hyundai launched a project in Amsterdam last
year with 100 electric cars on a collaborative basis. The
biggest programme is car2go which represents more than
14,000 vehicles and 2.5 million registered users. In other
words, it is a massive trend which has existed for many
years - but there is hardly any doubt that it will grow.
The new start-up Forestcar endeavours to establish a
car-sharing service at airports. Instead of paying DKK
250/day for parking and paying DKK 250 to rent a car on
arrival, you earn DKK 250 with Forestcar by renting out
your car while on holiday.

INSUR ANCE IN MOTION

The next problem with shared cars – and the collaborative economy, generally - is trusting in the people to
whom you lend your things. However, this problem is
addressed by another start-up, Deemly, by collecting
recommendations on social media. Every time you use an
Uber, stay overnight in an Airbnb flat or otherwise use a
service within the collaborative economy, your behaviour
is assessed. Deemly gathers all these assessments from
the various sites, if the user authorises this, and that will
make it much easier to form a clear picture of the customer’s credibility. If she receives 5 stars from all sites, I dare
to also lend her my car and the insurance company dares
to insure my car at a fair price.
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Urbanisation
Urbanisation is not a new trend but, right now, it is accelerating and starts to show fundamental changes to the
way we do business. Urbanisation is a lifestyle with its
own values.
Urbanisation does not require ownership of a car, and
studies indicate that car sales in the US will decrease by
80 percent and that, by 2030, only 20 percent of Americans will own a car. Electric cars will be far cheaper, and
the average family will save $ 6,000 on abandoning car
ownership. Modern people will use efficient public transport; they will use the bicycle, shared cars and electric
self-driving cars. IKEA has just opened its first shop in the
centre of Stockholm in order to retain its young carless
customers.
To date, men have historically been the stronger sex.
This will not necessarily continue to be the case in the
future, urbanised society. Globally, women are becoming
increasingly better educated than men. In Denmark, 60
percent of all university students are female - in Sweden
that is 70 percent.
20 percent of the global population travels
As the global middle class grows, the number of travellers
increases. Every year, 1.8 billion people travel abroad, and
the travel industry expects a 4 percent annual growth as
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far into the future as we can see. By 2020, the revenues
of the global travel industry will exceed $ 10 trillion - the
same as those of the automotive industry. The Chinese’s
desire to travel increases by 20 percent a year and contributes $ 200 billion to the global travel budget.
And, as we have seen in other markets, the global travel
industry is also disrupted by new technologies and new
business models. People book flights and hotels online,
they stay in Airbnb and do astonishingly well without the
use of travel agencies.
A tribe of global nomads
In future, people will be more mobile than ever before.
Travelling is becoming ever more affordable - and not just
on holiday. If there is a job available and you are not bound
by expensive loans or a mortgage, an increasing number
of people will be willing to travel. Worldwide, there are 57
million professional nomads operating across national
borders, and this group continues to grow in size.
New banks such as TransferWise and Revolut are examples of companies which have discovered the benefits of
addressing the ever-growing tribe of nomads. They offer
bank accounts of all currencies to ordinary people, so you
no longer have to exchange currency or pay fees when
travelling.
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Trends in mobility
and insurance

In the last 24 months, start-ups around the world have launched
insurance industry innovations through the use of new
technology. It is a breach of existing business processes - it is
disruption - and we bring here the hottest trends in what will
characterise the acts of securing and insuring the new mobility.

20
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#1
Robo Brokers – locating
your insurance

The first ”robo brokers” have gone live.
These are digital insurance advisers
which are fed information on the coverage available to customers from different
companies and at what price. Once the
algorithms have been developed, they
will be a far cheaper option than a human
employee and they work 24 hours a day
without complaining.
One example is the Swiss Knip which, last
year, raised $ 15 million for the development of its concept. The concept is that
the customer collects all his insurance
policies, regardless of insurance provider
in Knip’s app, which then automatically
analyses terms and rates, investigates for
lack of coverage and double coverage, and
suggests better solutions based on the
individual customer profile. The app is free

INSUR ANCE IN MOTION

of charge to the customer and Knip gets
paid through company commissions.
In Germany, two near-identical ”versicherungs robo-advisors”, Clark and
GetSafe, have just been launched into the
European insurance market which may
begin to look similar to the travel market:
Soon, you can Google your way to the best
and cheapest insurance in line with a ticket
for a flight or a hotel room.
But robo brokers are not only for private
users. The US start-up RiskGenious offers
insurance brokers a similar tool, only
for commercial insurance policies. The
company’s software is capable of reading,
indexing and understanding the policies
which removes a huge workload from the
brokers.
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Wearables, i.e. smartwatches, mobile
phones and similar portable devices,
are already playing an increasing role in
data collection. Several life and health
insurances, such as the New York company Oscar, now track their customers’
exercise habits through smartwatches;
and if they move sufficiently in their daily
lives and have a healthy lifestyle, they
receive a discount on their insurance. One
of Oscar’s most important investors is, in
fact, Google which is also developing an
interest in life and health insurances!
Similarly, the British Aviva has developed a
”drive app” that reveals the drivers’ traffic
habits and encourages them to drive
safely. If motorists keep within the speed
limits and do not take turns too quickly or
brake suddenly, they pay a lower premium
for their car insurance. On average, Aviva
expects that customers can make an
annual saving of £ 150 in this way.

In the field of travel insurance, the company has 318 different groups spanning
from, e.g. people who are allergic to
peanuts (1 percent of the population) to
people over 75 or people who have just
survived cancer.
The ability of Bought by Many to identify
new needs has brought it into alliance with
the large Chinese insurance company Ping
An. The British start-up thus analysed
Chinese social media and came up with
seven new insurance packages: such as
insurance against altitude sickness for
mountain trekkers and coverage against
food poisoning for people with exotic
eating habits.

#2

Wearables and
social media

A successful InsurTech start-up is Bought
By Many. It is a digital insurance agent
that does not collect information through
smartwatches, but through social media.
Through anonymous analyses, Bought
By Many’s algorithm reviews Facebook,
Twitter and Google with a view to identifying particular needs of the market which
are overlooked by traditional companies.
So far, 300 different groups have been set
up which people can join, and then the
company negotiates an advantageous
arrangement with the affiliated insurance
providers.

22
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On/off insurance cover

The on-demand wave has also reached
the insurance world. If you are suddenly in
need of insurance, you can quickly get it
on your mobile phone and when you finish
your activity, you simply deactivate the
coverage.
An example of this is the new Scottish
start-up Cuvva which offers car insurance
for as short a time span as one hour. This
is relevant, if e.g. you lend your car to another or let the designated driver take you
home in your own car on a Saturday night.
You download an app, take a photo of your
driver’s license, enter your credit card information and you are done. Before taking
the wheel, you take a picture of the car
with the license plate and state the time
span the insurance must cover. A couple
of hours typically cost DKK 100.

A third example is the telecommunications company O2 in the Czech Republic.
They offer their customers a travel insurance scheme which the customer can not
only activate and deactivate himself: the
phone does it automatically! It detects
when the customer leaves the country
and is connected to a foreign carrier and
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then activates the insurance cover. It
knows what country the customer is in
and the conditions applying there.
On-demand services are also pushing
forward where physical assistance on the
journey is concerned. In the US, a new
roadside assistance provider, HONK, offers assistance to car drivers directly from
an app and without a fixed subscription. If
you have a flat tyre, if you have run out of
petrol or the engine is dead, you activate
a button on the app. HONK then contacts
local roadside assistance providers, an
algorithm negotiates the best terms and
the driver is informed when help will arrive
and what it will cost, e.g. $ 25 for a change
of tyre. It is, in fact, ”Uber for road assistance”. Many of the over 40,000 operators
also work for AAA’s roadside assistance
service, which requires that their customers subscribe in advance.
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Another example is the Australian Trov:
”On demand insurance for the things you
love”. Here you do not talk about general
house contents insurance. The customer
prepares a list of exactly what he or she
wants to insure, and he can then activate
and deactivate the cover as needed much the same as switching your phone to
flight mode. For example, your expensive
skis do not need insuring in the summer
when they are in the attic. They only need
to be insured during the two weeks you
are on a skiing holiday.
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Customers first - Simplicity

Ask an insurance customer if his policy is
easy to understand and the answer will
undoubtedly be NO. And the younger the
customers, the more complicated they
find the terms. The common perception is
that an insurance policy is set out on the
terms of the companies and not on those
of the customers. This is the background
for many of the new InsurTech start-ups:
The founders want to design simple
insurance solutions on the terms of the
customers, which are also characterised
by the on-demand insurance solutions
described in the previous section.

#4

options which is appreciated by customers
because now they understand what they
buy and choosing is easy.
A simple test for insurers: What does your
website look like? Is it big and complicated
with a lot of different choices and tabs?
Probably! When comparing it to InsurTech
start-ups, it becomes apparent that, unlike
the websites of established providers,
they all have incredibly simple websites;
they do not contain very many messages
or products.

An example of this is the new American
MetroMile car insurance provider where
customers pay according to the number
of miles they drive. The price is calculated
as a fixed daily fee of for example 90 cents
a day and then the customer pays about 5
cents per mile. The company was established in 2011; however, in 2016, it gathered momentum when a number of large
insurance providers and investors injected
nearly $ 200 million into the project and,
in June of this year, another $ 100 million
was invested in the idea. Since then, other
companies have launched similar products: In July 2018, By Miles was launched
the UK, offering the same products. The
signs are, therefore, that future premiums
will be settled in a new way.
Another example of simplicity is Oscar;
a health insurance provider headed:
”Simple health insurance”. The company
has deliberately reduced the number of
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Peer2Peer

The peer2peer idea attempts to take
insurance back to its roots: everyone has
a mutual interest in the cash flow both in
and out of the common pool. More and
more people take the view that insurance
should not be a business in which one
party earns more than the other. This
has led to the creation of new peer2peer
insurance companies which celebrate solidarity. The most renowned is Lemonade
in the US which, in September this year,
received $ 13 million from Silicon Valley
investors to create a new model which
allows all activities to be settled over the
mobile phone, in which the participants
pay a fixed monthly premium, in which
many small pools are established and in
which payments are made within three
minutes. One year ago, Softbank joined
the project with the equivalent of DKK 1
billion. Softbank owns Japan’s leading mobile carrier.
There are similar Friendsurance in Germany, InsPeer in France and Guevara in Great
Britain. An important element is transparency. Everyone must be able to see
where the money goes, and the participants must trust each other. That is why
you would prefer to gather friends and
acquaintances in a pool. The argument is
that it makes people behave better. You
do not steal from friends and friends are
happy to contribute if they see that you
are in trouble through no fault of your
own. If money is left over when the year
is over, it will be refunded to the participants. And who says that you must pay in
advance?

#5

In fact, peer2peer insurance is nothing
new; It is the basic idea of insurance. This
also applies to crowdfunding. Nor is it new,
it is the old cooperative idea. According to
the new peer2peer start-ups, the problem
is merely that established companies have
forgotten the idea.
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Chatbots and
artificial intelligence

One of the new, promising InsurTech startups is Spixii. The company was conceived
of in a hackathon and developed further
in spring 2016 in Startupbootcamp’s
InsurTech incubator and has since been
moved on by a number of investors. What
Spixii offers are ”chatbots for insurance
providers”. It is a robot or, in fact, just an
intelligent piece of software which grows
smarter over time and which chats with
customers on the web when they have
questions about their insurance.
This sounds far out, but chatbots are actually much better than you think and the
introduction of chatbots is often an advantage to both customers and insurance
providers. There are several reasons for
this: Clarification of problems and solutions happens in a logical dialogue; the
customer does not have to fill out forms
and the company can inform the customer
of her options in clear speech or a clearly
formulated letter. And then you do not
have to worry about the app!
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Everyone says that a given service may be
handled by an app, but our mobile phones
are already crowded with apps which people cannot make head or tail of. For this
reason, if you can move the dialogue to
e.g. Facebook’s Messenger, half the battle
is won. Here, companies can, in principle,
service 1 billion people without the use
of an app and, for that reason, Facebook
has opened its Messenger platform to
chatbots. So has Skype because that provider also wants more traffic on its media.
Similarly, the French insurance company
AXA services its customers via Facebook’s
Messenger.

#6
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Blockchain is one of the hottest trends in
banking and may become so in the insurance industry, as well. An exciting case
is the South African start-up Everledger,
which originated from a hackathon and
was then adopted into the Barclays Accelerator programme in London.
First, a few words about blockchain. It is
the technology behind bitcoin, amongst
others, and it is, in fact, a network for the
exchange of valuables - all types of valuables. It works without intermediaries and,
once an item is registered in the blockchain programme, it cannot be removed
or changed. What Everledger then did in
2015 was to design a diamond registration system, giving each its own ID. The
young start-up has now registered more
than 1 million valuable diamonds in the
blockchain system and if any one is stolen,
it will never be sold on without it being
discovered. This is good for the insurance
industry!

The brilliant thing about blockchain technology is that all the schemes added to
the system need no intermediaries. You
speak of smart contracts. If the system
says that I bought the car, that I paid my
premium and reported the car stolen
to the police - then that is how it is! In
principle, the insurance company should
not even have to process the complaint
- there is nothing to process - and the
former owner will automatically have his
cover paid out.

#7

Blockchain
– the dark horse of the insurance industry!

Another example is FlightDalay which is
also based on blockchain. This small startup has designed a system that ensures
compensation to air travellers if their
plane is delayed. As the system is based
on blockchain, there is no doubt that the
traveller has purchased a ticket for the
departure in question, nor that the flight
has been cancelled or delayed for more
than four hours: thus, compensation can
and must be paid immediately. Is it relevant? Yes, by way of example, today, half a
million travellers in Britain do not get the
compensation to which they are entitled
when flights are delayed.
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#8
From auto assistance
to data assistance

For a century now, auto assistance and
insurance has been based on mechanics
that break down for one reason or another. With electric cars filled with modern
computer technology, connected to a
giant global Internet of Things we can expect a new kind of problems. At the same
time, the assistance providers invest
in increasingly sophisticated computer
technology ranging from advanced artificial intelligence chatbots to insurance
and service algorithms which are fed terra
bytes of big data.
This means that both insurance providers and assistance organisations move
from traditional ”auto assistance” to ”data
assistance”. When systems collapse, and
customers end up in trouble, in the future,
this it will probably be due to computer
issues rather than hardware issues.
The assistance organisation of the
future will become tech companies - or
tech companies will become the future
assistance organisations. And a whole
new set of challenges will pile up on the
horizon. How do the assistance organisations and insurance providers ensure that
the self-driving electric cars of the future
are not hacked or that the entire transport sector is not brought to its knees by
hackers financed by foreign governments
or unruly trolls?
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How will these organisations handle customer privacy? The new European GDPR
Directive emphasises that data in future
mobility belongs to individual customers.
The development that we know from the
financial sector, where you speak of open
banking - that is, external service providers
who take over the role of the bank.
The new scenario for data assistance in
the mobility system of the future will be
an important area of action - perhaps the
most important.
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Insurance In Motion
in 60 seconds

In future, mobility will be an on-demand market managed
by the Millennial generation who do not want ownership
but, rather, the right of use of means of transport when
and where they need it. Mobility becomes a service, and
the cars we will see in future will be electric and probably
self-propelled and at least communicating with other
cars and traffic in general. The assistance and insurance
required will also be on-demand. Both must be able to be
activated and deactivated, as needed, and they will be
billed per kilometre, per day or per assistance.
The majority of assistance will be needed in connection
with computer crashes rather than mechanical crashes,
and much of the help that will be provided will be managed
by algorithms, big data and artificial intelligence. Therefore, the competence requirements of suppliers will be
completely different from those we know today. A new
type of issues will arise: Hacking, data protection, and
privacy protection.
However, although many forms of assistance may be
solved electronically, there will still be a need for people,
in some shape or other. Crises make people insecure and
only people can remove this insecurity.
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