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Introduction

Enhancing Insight: Understanding compromising their growth strategies and long-

the Cost Optimization Landscape term sustainability. Many initiatives tend to focus
primarily on immediate financial benefits, they

The insurance industry has undergone substantial often neglect broader strategic needs, especially

shifts in how it and its customers operate. Financial when organizations face deep-rooted inefficiencies.

challenges arising from the post-COVID downturn, Resistance to change, driven by an organization’s

inflation, the cost-of-living crisis, and other economic ~ culture, complicates these efforts.
pressures have intensified the need for a leaner

cost base. However, with the market landscape ' For successful cost optimization, strong
fundamentally transformed, traditional cost-cutting governance and alignment with long-term strategic
measures are no longer effective, calling for a more goals are essential. Leadership should focus not
strategic approach. just on cost reduction but also on managing

change, actively addressing potential resistance and
To stay competitive, insurers must prioritize reducing  inefficiencies to ensure smoother implementation
overall costs as one of the important strategies. and sustainable benefits.
Cost optimization should now be viewed as a
strategic initiative, driving large-scale operational

transformations and new, tech-enabled financial Examples of Insurance Company Expense Structures
models. The focus should be on fostering sustainable ifeinsurance Fac
growth while maintaining a competitive edge. Surrenders, Reserves, an Losses and LAE

Industry reports indicate that companies focusing on
digital transformation and efficiency improvements
can achieve significant operational savings, with Operating Expenses 2% Operating Expenses
some organizations reporting overall cost reductions
of around 10- 20% Because of strategic initiatives.

Total Benefits 33% Other Expenses

2% Net Commissions

Taxes, Licenses and Fees and Brokerage

0% 30% 60%

The Need for Cost Optimization

1Source: Insurance CIOs Must Balance Value and Costs, Not Just

While the principles of cost optimization are well Cut Costs
understood, their implementation can often be
dlsrUpUVe. Gartner does not endorse any vendor, product or service depicted in its research publications,

and does not advise technology users to select only those vendors with the highest ratings
or other designation. Gartner research publications consist of the opinions of Gartner’s

Insurers’ expenses are increaSing and are eaming research organization and should not be construed as statements of fact. Gartner disclaims

all warranties, expressed or implied, with respect to this research, including any warranties

Vel’y margina| proﬂt or no pl’ofit, Insurers are facing of merchantability or fitness for a particular purpose.
the challenge of managing existing costs without
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Key Areas for Improvement

To effectively identify and address inefficiencies,
organizations should focus on several critical areas:
Operational costs must be thoroughly evaluated

to eliminate redundancies and inefficiencies. This
can be achieved through the simplification and
automation of workflows. Additionally, resource
utilization requires careful assessment to ensure
that human and material resources generate
maximum value, optimizing both employee
productivity and asset efficiency.

Insurers can see a potential increase in their profit
if the right cost optimization is achieved in their
current end-to-end business processes. From sales
to marketing to IT operations and infrastructure,
there is a significant opportunity to rework and
realign processes.

Another crucial area is the scrutiny of technology
expenses. Insurers should evaluate the return

on investment (ROI) of current technologies and
explore new solutions that can drive efficiency
gains. Specific KPIs must be implemented to
measure cost reduction, efficiency improvements,
and the return on technological investment.
Without clear metrics, projects may fail to achieve
the desired impact. Additionally, supply chain
management requires a comprehensive review to
identify vulnerabilities and enhance resilience, which
can be achieved through supplier diversification and
better negotiation strategies.

*Why Address Cost Optimization Now?

Insurance companies face several microeconomic
and macroeconomic disruptions:

+ Continuous concerns regarding a possible slowing
of growth — in some geographies more than others
— as demand for insurance typically reduces in an
economic slowdown.

* The rise of insurtechs is disrupting traditional
insurers by offering differentiated digital services
without the burden of legacy systems, books

to service, or cultural barriers that conventional
companies face. Partnering with Insurtech firms can
bring cost-effective innovation in claims processing,
underwriting, customer acquisition and other
business functions. On the flip side, to remain
competitive, traditional insurers must adopt an agile
mindset, enabling them to pivot quickly in response
to such disruptions. This can be achieved by
embracing agile tools and methodologies, fostering
a more adaptable and responsive approach to
market changes and customer demands.

+ Continued pressure on underwriting profitability
and combined operating ratio (COR), particularly
with rising loss costs in property catastrophes and
U.S. casualty lines of business (LOBS).

- Increasing maintenance costs due to Legacy and
outdated technologies and getting Burdened by
consistent delays and cost overruns.

* Pressures on investment income due to continued
low interest rates and monetary easing in major
developed economies, with currently no view of this
situation changing in the near future.

+ Increasing cost of compliance with new or
existing regulations, including changes to reporting
requirements, such as IFRS 17 or General Data
Protection Regulation (GDPR).

Key Principles to Take into
Consideration when Optimizing Cost

Key principles

Establish Strong
to take into leadership to
consideration drive change
when optimizing

cost

Define the right Differentiate
program structure Good Costs from
and team Bad Costs

Adopt a Leverage

context specific Quantitative
Enterprise-wide Approaches

to model cost
hypothesis

view of costs

The Challenges, Benefits, and ROI of
Cost Optimization

Embarking on cost optimization entails navigating
initial resistance, managing upfront investments,
and adapting to new processes and technologies.
The complexity of accurately identifying inefficiencies
and implementing changes without disrupting
operations poses significant challenges.

Challenges of Cost Optimization in Insurance

1. Digital Transformation

* Resistance to Change: Integrating new
technologies and automation tools can disrupt
established workflows, leading to employee
resistance and potential operational inefficiencies.

* Implementation Complexity: Successfully
adapting to digital solutions requires not only
significant training but also a cultural shift across
the organization.

2. Operational Cost Management

* Balancing Cost and Quality: Reducing
operational costs must not compromise service
quality, which is essential for customer satisfaction
and retention.

* Impact on Profitability: Optimizing costs in
portfolio management needs careful execution to
ensure it positively affects the bottom line while
minimizing risks.
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Market
Trends

3.

Balancing Cost Savings with Customer

Experience

Risk of Reduced Service Quality: Cost-cutting
measures in areas like customer service or claims
handling can harm the customer experience,

. Regulatory and Compliance Constraints

Compliance Costs: Insurance is a highly
regulated industry, with stringent reporting, data
security, and compliance requirements. Meeting
these standards can incur high costs, and

Cost Optimization Strategies and

Urgency Levels

leading to dissatisfaction, churn, and ultimately changing regulations can necessitate expensive Hiich eserses Ued up (wwer- PrecicLve Anshyles for Sisk and Resarding. Surrencere, Ressrver, Transfers High.
. . Lired AN
higher costs for customer acquisition. system updates and process changes. reaenmg] o e
High solicy s renders, Policy Resntion Prsiames, Quetamer Surrencere, Rewsves, Translers Medium.,
« Demand for Digital Services: Customers now Data Privacy Requirements: Compliance Engagamant Hasarms. (e Insuurance].
expect digital self-service options and personalized with data privacy laws (e.g., GDPR) to ensure Ialficient elaims processing, Claims Autorration [RPA, Al). Totsl Beneits (Life) / Losses & LAE | High.
experiences, which can be costly to implement but data is collected, stored and used responsibly L
are necessary to remain competitive. and transparently can be costly, as insurers Fraud.len: elaims. #-powered Fra.d Detcedon, Torzl Boneeis (Lifz) / Loszes & LAE | High.
must implement and maintain robust data PEC).
4. Renewal Price Adjustments protection measures, limiting some cost-saving High operztional sverheac. Businces Procezs Oumsouraing (BPO), Opcrating Bxzences (Both). High.
* Customer Retention vs. Revenue: Finding the opportunities. Adhering to legal and ethical Autzmaticn.
right balance between competitive renewal prices guidelines related to data privacy, ensuring Manual .ndoraitng prooosaes,  Al-driven Undarweing, Dpoiating Expenzes (Both, ey
and revenue growth is a constant challenge. proper consent, and safeguarding sensitive
ersonal information is a kev acenda item for High commissivs paid to Ciggtal Salzs Chanrsls, Dirsct-le-Consumsr e Comrrissions & Brobarge Mediurm.
P Y ag herkrra Fnriela. P&
5. Legacy Systems and Infrastructure insurers globally.
+ High Maintenance Costs: Many insurers stil | ressec customer claims T for Rick Mitigstion, Waarables, Wellness Totsl Bene s (Lils! / Lusses & LAE Madiurm.
e . Fre Ly Presrarmz ' TH]
rely on costly legacy IT systems that are difficult 8. Cultural Resistance e e
to maintain and integrate with newer, more * Employee Pushback: Without deep High 2 perctional zoss for Clous Infrastrugture ond futemztion. porotng Bzences (Both). High.
efficient technologies, hindering innovation and organizational change and comprehensive claims fancling.
operational efficiency. A fragmented legacy IT employee training, the true potential of these Fraud.Aenter nforcd cla msin Al for Losses and Slaims Fraud Doeedon, Lessis & LAE (PAG). High.
landscape is often a root cause for failure to technologies may remain unrealized. PaL.
leverage economies of scale, driving high IT costs Logaay SYSTOMS 6OUS Ng Clous Migration, Diglel Transtormotian, Oprroing Bonces (Both), High.
as well as bulging operational costs. 9. Investment Requirements inefficiecizs.
* Capital Allocation: Reducing necessary PManiuial =ansling oF regulrtary Camplasre Autsmahzn lanls (Heaglash). lase, L inRnses, Foes (Hoth) Lenw.
* Integration Complexity: Legacy systems investments to meet profitability targets is tasks,

often lack interoperability with modern digital
solutions, which complicates data sharing, process

challenging without compromising growth and
innovation potential.

KEY INSIGHTS High Urgency for solutions targeting claims automation, fraud detection,
automat]on' and System upg radeg_key elements operating expense reduction, and reserving optimization, as these areas
N . . . e e . . represent the largest cost components and thus offer the most significant
for achieving cost savings. 10. Operational Risk Minimization savings.

* Quality Assurance: Insurers must ensure that
cost optimization strategies do not compromise
the agreed quality of service to customers.

Medium Urgency is required for solutions like underwriting automation,
policy retention, and IoT for risk management, as they provide essential
long-term cost control benefits.

6. Cybersecurity Risks

* Increased Vulnerabilities: Expanding digital
solutions heighten the risk of cyber-attacks and
data breaches, threatening financial stability and
customer trust.

Low Urgency for regulatory automation, as these costs (taxes, licenses,
and fees) are smaller portions of overall expenses.
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Despite these hurdles, the benefits of a strategic
approach to cost optimization are manifold.
Enhanced operational efficiency, improved financial
performance, and increased competitiveness are
just the beginning. Organizations also enjoy greater
agility, allowing them to adapt to market changes
more effectively.

* Improved profitability through more efficient
resource allocation.

¢ Increased agility by embracing technology and
redesigning processes.

* Enhanced competitiveness by reducing
operating costs and improving customer
experience.

* Long-term growth by reinvesting savings into
innovation and new opportunities.

ensuring sustainability and adaptation to shifting
demands.

The return on investment from cost optimization can
be substantial from 20-40%, though it often requires
a strategic and patient approach. While initial costs
associated with process improvements, technology
upgrades, and training are frequently viewed as
barriers, these investments are crucial for long-term
savings and efficiency gains. For example, insurers
investing in Al to streamline claims processing

may face upfront expenses, but the resulting
efficiencies can significantly enhance operational
performance and reduce costs over time. This
strategic realignment towards a more resilient and
flexible operational model not only drives sustainable
financial health but also contributes to a more robust
bottom line and enhanced shareholder value.

Evolve Beyond Cost Cutting to
Business Value Optimization

Improvements in insurance company cost
structures can be looked at in terms of varying
degrees of strategic impact. These include cost
cutting, cost optimization and value optimization.

K s &

COST CUTTING COST OPTIMIZATION

VALUE CREATION

Although cost-cutting and cost optimization are
important, they are often short-term fixes (for
next year). Value optimization represents a more
sustainable, competitive, and long-term approach
(for the next decade).

Cost Cutting Is a Defensive Approach and Is
Least Impactful

This is a one-time undertaking aimed at reducing
expense levels. The most effective cost-cutting
efforts are those that set a specific savings target
and a clear deadline for achieving it. These are
standard budget-cutting exercises that all insurance
cost centers engage in regularly. An example of
cost-cutting would be applying a 5% to 10% cut

to each budget. Key focus areas could include
activities such as contract negotiation and IT service
reduction. This approach is also used by insurance
companies that are in extreme financial distress.

Cost Optimization Is a Stepping Stone or
Incremental-Growth Approach

Insurance business and IT leaders are primarily
attempting to lower the cost of something that
already exists, such as a specific business process,
through an ongoing program of cost management
activities. These types of activities are typically
tactical in nature. Automating an expensive
business process, like new business onboarding, is
an example of operating cost optimization

Value Optimization Transforms the
Competitive Approach

CIOs and business leaders are restructuring the
entire cost basis of the insurance company to
proactively set a new standard for what constitutes
a competitive price point or to greatly expand

the firm's profit margins. Cost transformation

will go beyond using automation to optimize

The Evolution of Cost Management

m Cost Optimization Value Optimization

Reactionary Programmatic

Short-Term Midterm to Long-Term
Immediate Reductions Structured Improvements

Stakeholder Partnership

Ongoing Business-Value-Driven

©« /= (gj [~ a“o ﬁ aga I‘I @ i

Eliminate | Rationalize | Renegotiate| | Eficiency productivity| Spend || toValue Prioritize | Innovate | Measure

Cut Expenditure Structured Spend Optimization Invest in Business Outcomes

a O Simplify — Remove duplicates and
Improve | Increase | Shift Align  Planand Iterate and | Execute and

Take Cost Out > Improve Performance > Deliver Superior Business Outcomes

Source: Gartner

742598 C

Gartner.

operating costs. An example would be using
analytics to predict the likelihood of surrenders
before they occur, enabling the insurer to take
pre-emptive actions to retain at-risk customers.
From a technology perspective, cost transformation
requires not only automation technology but also
technology categories such as Al and machine
learning (ML) to fundamentally improve decision-
making and customer experience, which have a
direct impact on cost.

Why Cost Optimization is the Right
Solution

By adopting a balanced approach to optimizing
agency costs, sustainable efficiency can be
achieved through a combination of short-term cost
reductions and long-term savings. This approach
takes into consideration both fixed and variable
intermediary expenses over some time.

Insurance Cost Optimization Actions and Solutions

Cost Driver Optimization Cost Optimization

Action Checklist Solution Checklist

Select the appropriate cost
optimization action(s) for the

Select the cost optimization digital idea(s) that
best fit the selected cost driver optimization

target insurance capability. action(s).
O Eliminate — Fundamentally eliminate the O Digitalize business processes.
cost driver. O Create a culture of continuous improvement.

O Improve customer self-service.

O Improve business efficiency through
analytics.

O Improve data management.

O Invest in process automation
and robotics.

O Improve asset management.

O Optimize the supply chain.

O Improve inventory management.

O Utilize business process outsourcing.

redundancies; combine process execution
tasks.

O Utilize — Maximize asset utilization.
Average out workload across assets/load
balance.

O Standardize — Suppress variability
of workload/activities.

O Centralize — See economies of scale.
Leverage highly skilled resources.

O Automate — Eliminate manual
and cumbersome procedures.
Visualize/share knowledge and know-how.

O Renegotiate — Rebalance portfolio between
buyer, seller or source. Competitively bid
product/service or minimize license cost
increases.

Source: Insurance CIOs Must Balance Value and Costs, Not Just Cut

Costs

Gartner does not endorse any vendor, product or service depicted in its research publications,
and does not advise technology users to select only those vendors with the highest ratings
or other designation. Gartner research publications consist of the opinions of Gartner’s
research organization and should not be construed as statements of fact. Gartner disclaims
all warranties, expressed or implied, with respect to this research, including any warranties

of merchantability or fitness for a particular purpose
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Example: Companies
Driving Cost Optimization
in their Business Models

* AgentSync Helps Insurance Carriers

Reduce Operating Costs with Modern
Insurance Infrastructure

AgentSync has become the core infrastructure for
hundreds of insurance companies, helping them
scale distribution and reduce costs, AgentSync
builds modern insurance infrastructure

that connects carriers, agencies, MGAs, and
producers. With customer-centric design,
seamless APIs, automation, and unparalleled
service, AgentSync's solutions provide data
intelligence and streamlined onboarding and
compliance management processes that reduce
costs, increase efficiency, and get producers
ready to sell in hours instead of weeks.

AgentSyne

Modern
Insurance

AgentSync

AgentSync's infrastructure solves a vital problem
in the insurance industry: effective and efficient
distribution. By establishing flexible, scalable
connections between insurance distributors and
underwriters, AgentSync powers and streamlines
the delivery of insurance products. The company
continues to aggressively build and innovate with
a focus on SaaS and API solutions that create
data visibility and efficiencies for insurers, and
exceptional experiences for agents and brokers.

AgentSync solves a critical, ubiquitous and long-
neglected problem in the Insurance Industry. This
infusion of capital ensures they have the platform
and support needed to move up the market to
larger and more complex carrier requirements
and continue to charge ahead solving the
extremely complex problems plaguing the
insurance industry today.

® Earnix and NTT DATA Partnership:
A Full Spectrum of Technology and
Services for Leading Insurers

=il © NTTDaTa

Objective:

Provide Intelligent Insurance Operations through
agile, composable, and real-time solutions.
Earnix is a provider of mission-critical cloud-
based intelligent solutions across pricing, rating,
underwriting and product personalization.
Enhance pricing and underwriting through
expert integration of technology and industry
knowledge. NTT DATA, with over 50 years of

IT experience, facilitates the implementation

of Earnix’s Al-driven technologies for pricing,
product personalization, and underwriting,
supported by consulting, digital transformation,
and seamless systems integration.

Challenge:

+ Many organizations lack the in-house expertise
to develop innovative solutions efficiently.
Effective management of applications, data, and
infrastructure is essential for increasing revenue,
enhancing competitive advantages, and reducing
operational costs.

* Managing thousands of raters in spreadsheet
format, SQL codebase, etc.

+ No standardized documentation or rate manuals
are available.

- Lack of sophisticated central rating repository.

+ Difficulty in exposing complex rating rules from
existing systems.

* Challenges in integrating multiple PAS or
customer-facing applications with rating engines
and rate repositories.

+ A complicated rate change tracking process.

+ Tedious testing procedures are required after
implementing rate changes.

Solution:

+ A real-time rating engine that can connect to all

core platforms enabling the company to develop
and deploy rate changes faster and more easily.

+ Improved analytical modeling, rating deployment

and pricing all in a single, end-to-end platform.

+ Provides automation capabilities, data and model

management, online testing, governance and
reporting.

+ Inbuilt APIs for integration with core applications.

+ Ability to create standard documents as rating

manuals for future usage.

Reinventing Insurance: Transforming Costs into Competitive Advantage / Thought Leadership
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Market
Trends

-
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B 2 A R N Based on industry trends, the insurance sector can

achieve cost savings of up to $15-30 billion annually
through strategic optimization measures. This
includes improved IT infrastructure, streamlined
operations, better risk management, and enhanced
customer engagement strategies:

* Digital Transformation: The increasing
adoption of digital tools and technologies (e.g.,
cloud solutions, automation, and Al) is a major
driver of cost optimization. The insurance digital
transformation market is projected to grow to $165
billion by 2028, representing a critical area for cost
reductions.

¢ Claims Management: Insurers spend nearly 70%
of premium income on claims. Technologies like
Al predictive analytics, and automation can reduce
claims processing costs by 20-30%, potentially
representing billions in global savings.

» Underwriting: Automated underwriting and
risk assessment can reduce costs by enhancing
accuracy and reducing the time required for risk
evaluation. This could resultin a 15-20% cost
reduction

* Operational Efficiency: Insurers are increasingly
investing in cloud-based solutions, robotics, and
process automation to drive efficiencies. This area
could see cost savings of 15-25%, depending on the
level of automation.

* Strategic Partnerships®: Collaborating with
technology providers and other stakeholders to
develop innovative solutions, such as climate risk
mitigation, helps insurers manage risks more
effectively and reduce costs.

Global Focus Areas:

* North America: The largest insurance market
globally. Here, cost optimization can focus
on reducing legacy system costs, operational
inefficiencies, and improving digital channels,
leading to billions in savings annually.

» Europe: Compliance with regulations (e.g.,
GDPR, Solvency 1II) often adds to costs. Optimizing
compliance processes, using RegTech, and
operational efficiency can save up to 10-15% of
administrative costs and improve customer services
by investing in technology-driven solutions.

* Asia-Pacific: A growing insurance market with
significant investment in technology-driven
efficiency. The cost optimization potential is high,
particularly in emerging markets with rising
adoption of digital channels.

SIT Spending in Insurance Increases

* The global insurance industry IT spending is
expected to reach $343 billion by 2028, growing at
a 9.2% compound annual growth rate (CAGR) from
2023 through 2028. Inflationary pressures continue
to increase baseline costs in some geographies.

+ The IT spending CAGR for life insurers between
2023 and 2028 remains consistent with the 1Q24
forecast at 9.3%, as does P&C insurance with an
estimated five-year CAGR of 10.2%.

« IT services spending is now projected to grow 7.1%
in 2024, down from 9.7% within the last forecast,
due in part to slower spending across subsegments
that include consulting and business process
services.

Reinventing Insurance: Transforming Costs into Competitive Advantage / Thought Leadership
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Table 1. Worldwide IT Spending Forecast (Millions of U.S. Dollars)

2023

Spending
Data Center Systems 236,098
Devices 692,784
Software 974,089
IT Services 1,503,698
Communications
Services 1,491,733
Overall IT 4,898,401

Source: Gartner (July 2024)

2023 Growth 2024

(%)
40
6.5
ns
49

32
38

Spending
293,091

730,125
1,096,913

1,609,846

1,637,188
5,267,163

2024 Growtt
(%)

241

5.4

126

IAl

3.0
75

Changes in Technology Investments in 2024 Compared to 2023
Percentage of insurance respondents

Integration technologies/APIs/API architecture
Application modernization
Cyber/information security

Al/ML

Cloud platforms

Business intelligence/data analytics
Total experience solutions
Hyperautomation

E-commerce and citizen portals
Digital workplace
Legacy infrastructure and data center technologies

Connectivity

Enterprise resource planning

Internet of Things

Next-generation compute technology
Human augmentation

Decreasing Investment |l W Increasing Investment

1% I 5%
% | I 55
0% I 53%
1% I 79%
1% I 77%

3% | I 75

1% I 71%

2% | 63%
8% NI 18%
9% NN 36%
41% . 29%
9% M 28%

12%
5
5

i 21%
% NI 17%
% 1M 9%

8% N 9%

n =110 insurance ClOs and technology executives answering

Q. For each of these technology areas, will your enterprise Increase or decrease funding In 2024 compared with 20237

Source: 2024 Gartner CIO and Technology Executive Survey
Note: Chart omits percentage of respondents to select “No Change In Funding”.

802540 C

0% 90%

Gartner

Source: Insurance CIO Priorities 2024: Insights for Technology and

Service Providers' Product Plans.”?

Gartner does not endorse any vendor, product or service depicted in its research publications,
and does not advise technology users to select only those vendors with the highest ratings
or other designation. Gartner research publications consist of the opinions of Gartner's
research organization and should not be construed as statements of fact. Gartner disclaims
all warranties, expressed or implied, with respect to this research, including any warranties
of merchantability or fitness for a particular purpose

Investment Trends
Insurance CIO Priorities (Budget Allocation Priority):

* High Priority: Generative Al, Integration
Technologies (APIs, Digital Twin), Cybersecurity
(Blockchain).

* Moderate Priority: Cloud Platforms (Satellite
& Data), AI/ML (Emotion Recognition, Digital
Human), Application Modernization (Smart
Robotics).

* Low Priority: Quantum Computing, Metaverse.

5. Please indicate whether you use any of the following technologies and then select which are the top 5 technology areas where you will invest the most resources
in the next 3 years.

(only select 5, with 1 being where you will invest the most)

Intelligent
Digital Cloud CRM Artificial document Internet of
Platforms computing systems intelligence  processing  Telemedicine  Things (loT)

Avg Score to date

8
Source: EIOPAS Digitalization Market Monitoring Survey, June 2023.

SRFFFITA!

w No plans to develop it within the next 3 years = Not yet, but we expect to develop it in the next 3 years

Blackchain

Regtech Chatbots Biometrics /oLt

LdklLL

m Yes, we have already developed

Reinventing Insurance: Transforming Costs into Competitive Advantage / Thought Leadership
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% of responses, expectation in 3 years
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Cost
Optimization
Techniques

.
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RESOURCE
OPERATIONAL OPTIMIZATION: SMART

EFFICENCY TCO LEGACY TECHNOLOGY
REDUCTION

Strategies for Sustainable Financial Health

Sustainable financial health hinges on versatile
strategies: operational efficiency, resource
optimization, smart technology investments, and
supply chain resilience. These strategies bolster an
organization’s financial stability and guide it toward
prosperity.

As Insurers look into Operational Efficiency, we
aim at maximizing output with minimal input,
streamlining operations to eliminate waste and
enhance productivity. Key steps include adopting
lean management principles like Kaizen and
automating processes where possible, based on a
thorough audit of current operations to pinpoint
inefficiencies.

Another way of Increasing Operational efficiency is
by reducing and managing Total Cost of Ownership
(TCO), particularly in managing legacy systems. This
can help in identifying the hidden costs, Reducing
Licensing costs, optimizing resource allocation,
enhancing efficiency through Modernization,
Mitigating risks and Compliance costs. All these
ways can help to build long-term strategic planning.
A thorough understanding of TCO allows for better
cost-benefit analysis when considering upgrades or
migrations, ensuring that investments lead to actual
cost savings and operational improvements.

One of the most effective means to reach that

goal is through leveraging both human and
available assets, i.e. Resource Optimization, which
is crucial for growth as it involves not just placing
the right people in the right roles but also utilizing
technology to automate tasks and free up staff
from administrative task to more strategic activities,
ensuring optimal performance.

The Role of Employee Involvement and Training

in Cost Optimization: Employee engagement

and training are essential for driving cost
optimization in the insurance industry by aligning
the workforce with strategic objectives and
motivating contributions. Involving employees

in process re-engineering fosters ownership

and encourages innovative solutions. Cross-
functional collaboration, idea-sharing platforms,
and recognizing contributions create a culture of
continuous improvement. Training programs that
address skill gaps and focus on adapting to new
technologies and processes ensure operational
excellence. Clear communication of goals, fostering
professional development, and regularly assessing
training initiatives are key to sustainable, impactful
outcomes.

However, organizations must ensure they are inves-
ting wisely in technology, aligning with their stra-
tegic goals for clear ROL Smart Technology Invest-

Reinventing Insurance: Transforming Costs into Competitive Advantage / Thought Leadership
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ments represents an essential ingredient, including
but not limited to harnessing Al, Machine Learning,
and other emerging technologies to streamline
operations, from underwriting to claims and other
activities, to enhance decision-making with a focus
on customer-centricity.

In the insurance industry, investments in process
improvements, technology upgrades, and training
lead to significant long-term savings and efficiency
gains. For example, automating claims processing
with Al reduces processing times and labor costs,
while predictive analytics enhances risk assessment
and pricing accuracy. Customer self-service

portals streamline policy management and claims
filing, lowering operational costs and boosting
satisfaction. Advanced fraud detection technologies
minimize losses from fraudulent claims, and
ongoing employee training enhances productivity.
Additionally, digital underwriting speeds up
decision-making, and telematics promotes safer
driving through usage-based insurance. Together,
these strategies help insurers overcome initial costs
and achieve sustained operational efficiency and
profitability.

Cost optimization extends beyond mere cost
reduction to enhance the operational model's
efficiency, resilience, and agility. Emphasizing these
key strategies allows Insurers to build a foundation
for long-term success, ensuring they remain flexible
and financially healthy across economic cycles.

Operational
Efficiency

Operational excellence is the process of making
organizations more agile, faster, efficient and
competitive by decoding their complexities and lags
into actionable plans of success. These plans are
created in tandem with new customer profiles and
their expectations as well as what is implementable
from the company's perspective. The goal of
achieving operational excellence is to deliver value
to both customers and organization by streamlining
workflows, reducing costs, eliminating waste and
enhancing experiences, all while maintaining
compliance and managing risks.

Achieving Operational Excellence
with the Use of Technology /
Automated Claims Processing

— An example

Traditional Approach

Traditionally, claims processing
ininsurance has been a
manual, time-consuming
process that involves
paperwork, manual data entry
and lengthy validation steps,
leading to slow response times,
increased human errors and
high operational costs. These
inefficiencies negatively impact
customer experience and the
company’s bottom line.

Operational
Excellence Approach

To overcome these
inefficiencies, insurance
companies decide to
implement and automated
claims processing system
using Al, ML & RPA. The
focus of such technologies
is to streamline processes,
improving service quality
and reducing waste. This
new path of change would
improve the customer
experience and margins of
insurance companies.

Measures Implemented to Achieve
Operational Excellence:

Automating data collection and verification

All data and documents regarding customer, policies and claims are
automatically retrieved from internal systems and external sources.

«

AI powered decision-making

ML models analyze historical claims to detect fraud patterns, assess risks and
make recommendations on whether a claim should be approved or denied.

«

Streamlined communication

Real updates on the status of claims. Chatbot or virtual assistant
to answer common questions and and provide guidance.

«

Reducing cycle time and errors

Automation improves errors and time consumption.

«

Continuous improvement

Track and analyze KPIs like cycle time, claim accuracy, customer feedback, etc.
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Power of simplicity in Operational
Excellence

There are two ways to achieve operational excellence:

1. Using technologies to automate and make
operations more efficient.

2. Making operations and processes simpler just
eliminates redundancies.

Simplifying operations without the use of
technology offers several benefits, such as:

1. Cost savings: Simplifying processes manually
reduces the need for expensive technology
investments, which can save money on software,
hardware and maintenance.

2. Increased flexibility: Companies will gain
greater control and flexibility, free from the
constraints of specific technologies that may not
fully meet their unique needs.

3. Better process understanding: By manually
streamlining processes, teams develop a deeper
understanding of how things work. This leads to
more effective problem-solving and continuous
improvement since employees are closer to the
operations.

4. Immediate implementation: Manually
solving for inefficiencies is quicker than waiting
for new technologies to be implemented. Insurers
can make real-time adjustments without the need
for lengthy setup periods.

5. Focus on customer needs: Tech-driven
features tend to distract companies from critically
thinking about the real needs of the customers
and how to serve them better.

6. Reduces complexity: By cutting unnecessary
steps and focusing on what really matters,
Insurers naturally create simpler, more efficient
processes that are easier to manage and maintain
over time.

There are 3 Ways for Insurers to Solve
for Operational Excellence, “Simply”:

1. Keep it simple and make choices: Simplicity
does not mean being basic. Being simple requires
prior thinking and a decision-making process while
stopping existing things or starting new ones. This is
crucial to focus on what brings value to the customer
and the insurance company

2. Simplify inside to be agile outside: The
simpler and more structured a company’s processes
are, the easier it is to deliver product and service
bundles through easy and agile processes. This
allows agents to deliver value to customers, rather
than spending time on complex processes.

3. Automation goes beyond technology:
Smart automation is not just about technology.
Automation should be focused on adding value to
customers rather than just to achieve cost savings
and efficiency and that will lead to less complex and
efficient processes.

How to Achieve Operational

Excellence?

To achieve operational excellence, organizations
should be able to construct a target operating
model. This is based on their expectations of
results that they want to achieve that are realistic

and implementable.

In order to create

this target operating

model, we can break the various functions
down into 6 layers of an operating model:

Catagory What doas it do for ma? What iz Inzida?

Functional Thi= frames your warld. Everything that Hundreds of predefined processes for

Process happens is part of a process, finance, HR, IT, Customer support, etc.

Tachnology Tha environments, applications, and Refaranca cloud architectura, prabuilt
intagrations that anable and automate tha intagrations, prebuilt convarsations, and
process. thousands of tast scripts.

Paopla Who doas what, the reporting lines, tha Organization and job dafinitions with
required skill sats, roles, and process connactions.
responsibilitias.

Performance What will be reported and how. Defines the EPIs, PPls, and enhanced reporting

Insights & Data

Service Delivery
Model

information requirements, KPI framework 1o
optimize decision-making.

What will get done and where. ldentification
of what capabilities are delivered and how.

beyvond the vendor-supplied reports to
satisfy the organization's needs.

Shared service center, centers of
excellence, and outsourcing cperating
models to optimize service delivery.

Govarnancea

How ta oversea. Define risks and controls
for evary procass, plus sagregation of dutias,
accass rules, and policies.

Rizk and internal control for avery
process, plus segragation of duties
referance and policy identificatian.
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TCO In Legacy
Environment

To minimize operational disruption, companies
should pinpoint specific business challenges to
target for updates. The modernization strategy
should focus on three key areas:

To minimize operational disruption, companies
should pinpoint specific business challenges to
target for updates. The modernization strategy
should focus on three key areas:

¢ Infrastructure: Begin with the infrastructure,
which typically involves Kubernetes-based
containers, hybrid cloud infrastructure, and
API-centric approaches.

* Applications: Modernize core applications

by moving them to container and cloud
environments. This can be achieved by either
adding new layers to existing architectures or
completely overhauling applications to create new
architectures.

* Approaches: Use various approaches to
enhance system agility, ensuring applications
work together effectively.

* People: They are responsible for driving change
management, ensuring the smooth adoption of
new technologies, and fostering collaboration
across teams. Leadership is essential in aligning
modernization efforts with the organization's
long-term strategic goals.

Despite their reliability and processing power,
mainframes are costly to maintain and lack the
flexibility of modern systems. Similarly, open

systems, which include a variety of server-based
applications, face challenges related to aging
infrastructure and escalating operational costs.
Selecting a modernization strategy depends

on business needs and the desired benefits,
guided by experts who provide timeframes and
functional roadmaps for system changes.

In the not-so-distant past, funding for large,
multi-million-dollar legacy modernization
programs was hard to come by—mostly due
to the cost and complexity of migrating to a
modernized data platform and justifying these
costs to business value.

Leveraging automation across all aspects of
migration has significantly reduced the cost,
complexity, and risk associated with legacy
modernization projects. Today, migrating to
the cloud offers an alternative with a clear ROL

1. Assessment and Planning:

* Conduct a TCO Analysis: Evaluate the current
costs associated with your legacy systems,
including hardware, software, maintenance, and
operational expenses.

* [dentify Pain Points: Determine the areas where
costs are highest and where inefficiencies exist.

2. Modernization of Applications:

* Replatforming the System (Migrating it to the
Cloud): Migrate parts of the legacy system to the
cloud with minimal changes, improving agility and
efficiency.

* Replacing the System with a Vendor Solution

or a Customized Solution: opt for a vendor or
custom-made solution to completely rebuild
outdated applications, thereby optimizing
business practices and enhancing maintainability
and scalability.

* Middle Layer Solution: Add new application
layers via APIs without changing the core
architecture, scaling the system to the cloud.

3. Cloud Data Platforms for Insurers:

* Reduced Costs: Transitioning to a cloud data
platform can significantly lower the total cost of
ownership (TCO) for legacy systems. Nearly half
of business leaders cite cost and performance
issues as major reasons for migrating to the
cloud.

* Better Datasets: Cloud platforms enable
insurers to utilize not just structured data but
also unstructured and streaming data. This
comprehensive data access enhances insights,
optimizes data sharing, eliminates silos, and
accelerates innovation.

* Scalable Infrastructure: By separating
computing and storage, insurers can scale
resources up or down as needed, ensuring timely
access to data without excessive infrastructure
costs during peak demand.

* Expanded Capabilities: Cost savings can
be reinvested into new capabilities, like data

science and machine learning, leading to
improved pricing models, enhanced customer
engagement, and innovative business strategies.
For example, one global insurer is projected to
save $25 million annually, which was reinvested
into telematics for new offerings like pay-per-mile
insurance.

* Enhanced AI/ML Capabilities: Cloud platforms
improve the speed and accuracy of Al and ML
by integrating more data sources, boosting
data quality, and scaling computing power. This
supports advanced analytics for fraud detection,
risk modeling, and customer lifetime value
analysis.

4. Automation:

* Implement RPA (Robotic Process Automation):
Use RPA to automate repetitive tasks, reducing
manual effort and errors.

* Automate Maintenance: Use automated tools
for system monitoring and maintenance to
reduce downtime and manual intervention.

Reinventing Insurance: Transforming Costs into Competitive Advantage / Thought Leadership
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Core Modernization Dilemma: Make
or Buy Decision Facilitation

The decision to make or buy a new core system

According to a study* carried out by Celent in 2023
in EMEA, ~30% of Insurers prefer to make their own
core systems (either through pure developments or
by using low-code platforms), while ~60% opt to buy
commercial off-the-shelf (COTS) solutions.

should be based on a thorough analysis of the

organization’s business and IT strategy and

considering the following factors: Costs, Timelines
and Capacity, Operations and Processes, Competitive

Advantage, Regulation and Requirements.
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Key Smart
Technology

°Investing in key technology and business model
innovation is crucial for cost optimization in the
insurance industry because it enables insurers
to operate more efficiently, reduce unnecessary
expenses, and improve service delivery.

Several surveys say that the top strategic initiative
for cost optimization is implementing digital
business transformations. As can be seenin

the figure below, the implementation of digital
business transformation ideas is one of the top
strategic initiatives for cost optimization with the
adoption of cloud and IT activities.

Top Threa Strategic Initiatives for Cost Optimization
Zum of Top Three Ranks
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Several emerging and existing technologies are
critical in driving cost optimization within the
insurance industry:

+ Artificial Intelligence (Al) & Machine Learning
(ML): Al is used for predictive analytics, fraud
detection, claims automation, and underwriting
processes. Al-driven automation can significantly
reduce labour costs and errors.

+ Cloud Computing: Transitioning to cloud-based
infrastructure helps reduce IT costs, improves
scalability, and enhances flexibility. Cloud adoption
also accelerates product launches and improves
data storage efficiency. The cloud computing
market for insurance is expected to grow by 15%
CAGR, potentially saving insurers billions in IT
infrastructure costs annually.

« Robotic Process Automation (RPA): RPA
streamlines repetitive back-office tasks such as
policy administration, claims processing, and
customer service, reducing processing times and
operational costs. Al and RPA solutions in insurance
are projected to save the industry up to $1.2 billion
annually by 2025 in claims management and
customer service.

+ Big Data & Predictive Analytics: Insurers leverage
big data and predictive analytics to refine risk
models, improve underwriting accuracy, and
personalize pricing, ultimately reducing risks and
improving cost structures. Analytics-driven cost
reductions in underwriting and claims could save
20-25% of operational costs across the industry,
contributing to market savings of $10-20 billion
annually.

+ Internet of Things (IoT): IoT-enabled devices (e.q.,
telematics for auto insurance) provide real-time
data that can reduce underwriting costs, improve
risk assessment, and optimize claims processes.

+ Predictive Analytics: Using data analytics to
predict customer behavior and risk, allowing
insurers to set more accurate premiums and
reduce losses.

GenAl

+ Automated Claims Processing: Speeds up claims
assessment, reducing labor and operational costs.

+ Enhanced Fraud Detection: Identifies suspicious
patterns early to minimize fraudulent payouts.

« Efficient Underwriting: Automates data-driven risk
assessment for faster, more accurate pricing.

+ Customer Self-Service: Virtual assistants handle
routine queries, lowering customer support costs.

+ Document Automation: Streamlines document
processing and generation, cutting down
administrative work.

+ Targeted Marketing: Personalizes campaigns
for higher ROI and improves customer retention
through predictive analytics.

* Predictive IT Maintenance: Reduces unexpected
downtimes, optimizing IT resource allocation.

+ Compliance Automation: Automates claims audit
for regulatory compliance, minimizing associated
costs.
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Cloud Computing

+ Reduced IT Infrastructure Costs: Insurers can
minimize the need for expensive on-premises
hardware by using cloud services, leading to lower
capital expenditures on data centers, servers, and
maintenance.

+ Pay-as-You-Go Model: “Cloud providers offer a
usage-based pricing model, enabling insurers to pay
only for the resources they use, thereby reducing
unnecessary expenses.

+ Disaster Recovery and Business Continuity: Cloud
solutions offer cost-effective disaster recovery options,
reducing the need for insurers to maintain costly
backup systems while ensuring business continuity.

* The best and most cost-effective option to migrate
to the cloud is replacing your existing technology.
Pick the most suitable SaaS platform built natively

in the cloud. It relieves you of the responsibility of
managing your infrastructure while having control of
all the data, irrespective of the database size.

+ Cloud-based systems offer IAM (Identity and Access
Management): It provides a single sign-on facility

to simplify the login procedure. Moreover, users

can access critical information only within the office
premises while other data is easily accessible from
anywhere.

Robotic Process Automation (RPA)

+ Reduced Manual Labor Costs: RPA automates time-
consuming tasks like claims processing, data entry,
and policy issuance, significantly lowering the need
for human intervention and associated labor costs

+ Minimized Errors and Rework: RPA eliminates
human errors in repetitive tasks such as data input
and document processing, reducing costs associated
with rework and corrections.

+ Scalability without Extra Costs: RPA can scale
operations quickly to handle high volumes during
peak periods, like natural disasters or insurance
renewals, without the need for additional staff or
infrastructure.

+ 24/7 Operational Efficiency: RPA bots can work
continuously without downtime, allowing insurers to
process tasks around the clock, optimizing resource
usage and reducing the need for overtime.

+ Improved Compliance and Audit Trails: By
automating regulatory reporting and compliance
tasks, RPA reduces the risk of non-compliance fines
and ensures accurate, timely submissions at a lower
cost.

+ Faster Processing Times: Automation speeds up
processes like underwriting, customer onboarding,
and claims management, reducing turnaround
time and improving productivity without increasing
workforce size.

Big Data & Predictive Analytics

+ Accurate Risk Assessment: Predictive analytics uses
large data sets to assess individual policyholders' risk
more precisely, allowing insurers to price policies more
accurately, reducing overpricing and underpricing.

+ Fraud Detection and Prevention: By analyzing
patterns and anomalies in large data sets, insurers
can detect fraudulent claims earlier, reducing costs
associated with payouts on false claims.

* Optimized Claims Processing: Predictive analytics
can forecast claims likelihood, helping insurers
prioritize and process claims more efficiently, reducing
operational expenses.

+ Personalized Product Offerings: Big Data helps
insurers analyze customer behaviors and preferences,
enabling the creation of personalized policies and
pricing models, improving customer retention and
reducing acquisition costs.

» Customer Retention and Acquisition: Analyzing
customer data helps insurers understand customer
preferences and behaviors, enabling them to offer
personalized products and services. This can improve
customer satisfaction and retention.

» Operational Efficiency: Analytics help in optimizing
resource allocation, ensuring that the right resources
are available where and when they are needed.

What to do Now?

Identifying the right vendor technology partner
remains a compelling way for insurers to leverage
technology solutions to expediently deliver cost
optimization and business value. This approach
provides an opportunity for TSPs to attract
executive attention as insurers are scanning the
market for the right solution.

Here are ten key techniques for IT cost optimization:
1. Implement Shared Services: Consolidate common
functions across departments to create shared
services, reducing redundancy and increasing
efficiency.

2. Adopt a Cloud-First Policy Where Appropriate:
Shift IT infrastructure and applications to the cloud
for scalability, reduced hardware needs, and lower
maintenance costs.

3. Consolidate Enterprise Data Centers: Merge data
centers to cut costs related to hardware, maintenance,
and energy while boosting operational efficiency.

4. Rationalize and Standardize Enterprise Applications:
Streamline applications by reducing duplicates and
focusing on standardization to improve maintenance
efficiency.

5. Improve IT Financial Transparency Practices:
Increase visibility into IT costs to help stakeholders
understand spending and identify inefficiencies.

6. Focus on IT Demand-Side Spending: Align IT
expenditures with business needs by managing and
prioritizing spending based on demand, avoiding
unnecessary costs.

7. Implement Robotic Process Automation (RPA): Use
RPA to automate repetitive tasks, reduce labor costs,
and free up resources for higher-value work.

8. Evaluate IT Asset Management Practices: Regularly
review hardware and software usage to ensure assets
are fully utilized and avoid unnecessary purchases.

9. Evaluate Digital Transformation Ideas: Explore
digital transformation opportunities like automation
and analytics that can reduce costs and improve
efficiency.

10. Optimize the Workforce: Right-size the IT
workforce and invest in upskilling or reskilling to align
with current needs and reduce overstaffing.
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NTT DATA
Approach

Cost
Optimization
Strategies

Business Process Optimization and core and point applications) and use it for POC,

Automation MVP, and demo. NTT DATA has built an insurance
value chain with Insurtechs integrating with core

Many companies face Cha”enges in improving insurance pIatformS to help insurers optimize

their scalability, particularly when relying on their business processes and metrics.

internal resources. Achieving optimal scalability

can be difficult without the right support and Capabi!ities and Value Proposition in

innovative strategies. Operations

At NTT DATA, we understand these challenges Our operational approach combines services

and can help companies overcome them. Our and solutions, striking the right balance between

expertise allows us to create flexible and effective ~ human interaction and technology:
scalability solutions tailored to your needs. With
our expertise and resources, we can help your
organization optimize processes and unlock new s ety
potential. i -

ArDAR 2 aTHN
]

4

Our BPO capabilities are supported by +48k v vt
employees providing global ouUtSOUrcing Services,  pmpamine
operating from 25 countries, and 24x7 coverage, ~ “——-—

NTT DATAs BPA initiative offers off-the-shelf,

optimized and automated processes designed | 'ﬁ
to enhance an organization’s ability to thrive in

today's competitive landscape and accelerate

the pace of digitalization. By leveraging these

solutions, businesses can streamline operations,

improve efficiency, and adapt more swiftly

to changing market demands, positioning

themselves for sustained success in a rapidly

evolving environment.

NTT DATA is the only provider designing an
Insurance Ecosystem that can deliver end-to-end
Value Chain Solutions. NTT DATA has its own cloud
sandbox where 3rd party providers can hook their
application to other insurance applications (both
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We are proactively investing in the development
of solutions to support Insurance BPO operations,
leveraging our existing capabilities, creating

new assets and building a partner ecosystem -
including our clients.

NTT DATA proposes solutions aimed at addressing
the challenges faced by insurers through a
variable-based model.

Flexibility, scalability and efficiency:

NTT DATA can support insurers in creating
flexibility and adaptability across their business
lines. Our approach emphasizes three key areas:
flexibility, scalability, and efficiency in service
execution.

+ Outsource a percentage of recurring activity to
enhance the flexibility and scalability of the service
in response to business or activity developments.

+ Support for additional needs/capacities required
for planned annual seasons, with the ability to
scale up in response to unforeseen events.

+ BPO-GENAI services provide an immediate
response to customers when an unexpected event
happens.

We recognize that activity levels can fluctuate
beyond baseline expectations due to seasonal
variations or unexpected demand spikes. To
address this, we offer a range of service delivery
scenarios tailored to your needs:

1. Full Local Support: 100% of services are
delivered by local NTT DATA staff, ensuring high
efficiency and responsiveness.

2. Mixed Team Model: A combination of over 50%
local staff and less than 50% nearshore/offshore
resources to balance quality and cost.

3. Nearshore/Offshore Focus: Less than 50% local
staff with a greater reliance on nearshore/offshore
teams, optimizing resources while maintaining
service levels.

4. Hybrid Model with Generative Al: A mix of local,
nearshore, and offshore agents, incorporating
virtual agents to enhance efficiency and scalability.

Through these models, NTT DATA enables insurers
to efficiently manage fluctuations in activity while
driving adaptability in their operations.
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with a combination of human and virtual
assistance

NTT DATA's Virtual Assist can solve the
existing challenge on managing unexpected
events

Virtual Assist leverages on NTT DATA
capabilities:

+ BPO teams that hawve sirong experience
and knowledge on managing insurance
SEMVICES.

v GEN Al technology io provide 3 virtual
agent that can support manage the FNOL if
needed

Both capabilities together bulds a strong
solution that companies may configure based
on the needs providing scalabiity and flaxibility

@ NTTDaTa



Virtual Agent for Exceptional
Situation Management:

1. Telephone service for the opening of claims
consisting of:

+ GENAI virtual agent manages the opening of the
claim during the policyholder’s call through natural
and empathetic language.

+ Automatic collection of necessary information for
claim opening, along with notifying the insured of
the next steps.

2. Delivery of Collected Information through
the following 2 options:

+ Generation of a file containing all the necessary
information for initiating the claim.

+ Automatic claim opening in the insurance
company'’s systems via APIs.

38

Operational optimization and
Improved Profitability

+ Operational optimization derived from
automating processes with greater efficiency,
quality and added value supported by NTT DATA
Gen Al-based services.

+ Interaction Quality Management (Customer
Service).

+ Proactive external cost containment services,
based on GENAI, to control and reduce external
costs: leakage, network control, fraud, billing
management.

GenAl capabilities enable the delivery
of specialized services in critical areas
of insurance operations

02 Operational optimization and improved profitability
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A service for monitoring and
managing cases of fraud caused by
incorrect billing by the provider:

* NTT DATA manages and offers a comprehensive
service consisting of:
* Managed Alerts:
_No incident.
With an impact.
e Incident Alerts:
_ Contact the supplier for the review and
resolution of the incident.
Escalation of special issues to L2.
Analysis of trends by the supplier for reporting
to the Supplier’s area.
_Reporting:
_Managed claim cost.
Reduced loss cost.
* Analysis of root causes and proposal of corrective
or mitigating actions.

BPO services for insurance companies,

acting as a partner to vary and
improve costs, provide scalability
and business continuity
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Value Chain
Disruption

NTT DATA has extensive experience in
managing the operations of all lines of
insurance along the entire value chain.

NTT DATAs capabilities enable insurers to
optimize both front-office (customer and broker
interactions) and back-office (financial, policy,
and claims administration) processes. This
approach focuses on simplification, automation,
and optimization across the entire insurance
value chain, enhancing efficiency, accuracy, and
customer satisfaction.

Underwriting & I Claims
risk astestment mnanageEment
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NTT DATA has a deep understanding of the
underwriting process across all lines of
insurance, assisting insurers with complex
processes, including commercial and group
life products.

NTT DATA optimizes underwriting, especially for
complex products like commercial and group
life insurance, by improving workflows, using Al
for document management, and saving 30% in
handling time.

They streamline onboarding with data checks and
compliance, and support agents with knowledge
tools, achieving 70% savings in query handling
time and 85% accuracy on first responses. This
approach enhances efficiency and accuracy across
the underwriting process.

Underwriting & W urelervriiig. v
risk assessment

+ Inlorwivign

O nTTDaTa
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Intelligent automation technologies are
essential to automation, enhancing the benefits
of a customer-centric management approach.

Life Insurance Automation Savings Example
for Claims & Benefits

The image below shows how automation
transforms the traditional claims process,
achieving 30-35% overall efficiency by reducing
manual steps across key stages. Automation
enables faster data verification, documentation
management, payment distribution, and policy
finalization, significantly speeding up claims
resolution and improving the customer experience.

The image below illustrates the application of
hyper-automation in Claims & Benefits Management
processes within insurance, spanning four

key phases: Opening/Onboarding, Obtaining
Documentation, Medical-Technical Resolution,

and Distribution and Payment.

Hyper-automation applied to Claims & Benefits management

Traditional Process for Claims and Benefits

Medical-technical Distribution and

Opening/
resolution payment

onboarding

@ BPM “ Case manager-orchestrator. Integrated with front-end, self-service, operational, telephony and other systems apps
1,143 4 L] 7 =
R e | E IDP-OCR n Communications and document classifier
o ., B
[°]
| 'ﬁ' RPA Automation of requests and procedures
IA n Intelligent case distribution E Intelligent communications u Intelligent decisions
i I reat- Diloin & vwaipey ol Infermmiion Fisirieution & Pt Feguiniantion @ o
e decowmamiation WA oy = )
managrnt ] o Y e s DM . Centralized document management
L]
3 | 8 | i L
Sibir Fr1 T AB-h - m‘mﬁ B Advanced analytics in real-time (Bl). Monitoring
STTORLATRON MIPOMLETION ATTORLATION SOTROMLETION AMITOMETION
CE) VA n Conversational assistant n Conversational assistant
{:C}} Other n Front-end low code design

] = [N

Overall efficiency 355

Source: NTT DATA
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At NTT DATA, we have focused on the indus-
trialization of end-to-end processes, taking
advantage of robotization and the use of cog-
nitive engines to improve response time and
claims management costs.

o ool e i Iy ol B AT RRACATY

Our Operational Services for Commercial Lines

At NTT DATA, we manage all these products and
services mentioned below in processes such as the
evaluation of information related to risk assessment
before underwriting and claims management.
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NTT DATA is a proven and trusted partner

in the Financial Crime arena, providing

cost-effective, future-proof and sustainable

services.

platform knowledge.

Mature BPD & Insurance
praciioes with proven
track record deltvering

operational & IT services.

'_.-!._*
i

Seasoned, speciity
Insurance line operts
with complance and
commerdal insurance
products knowledge.

Expieriznce with
proprietary and third-
party plathonms.

Scalable platform and IT &
Operational deliery
arganization with local,
nearshore and offshore
capabiiies.

Sirong partner ecosystem.

Leader im applying bess-

cébreed technologles
with focus on digial
capabilities and
automatian.

Growing Compliance
Fraciic eating the
conditorns for
sustairabillty &
comtinuous inmnosation.

Operational aned IT
comtrols bullt arcund
global standards.

Comprehensive risk
management framesork.

Comtinuous innovartion
and Investments to ewolve
security standards and
practioes.

FINANCIAL CRIME IT ECOSYSTEM

Our technological and innovative DNA, combined
with our knowledge and expertise, allows insurers
to optimize and increase efficiency in the overall

process.
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NTT DATA
Assets

Syntphony and Sanctions Screening
Platforms (SCS)

We transform our client's operations by leveraging
on our intelligent automation platform and the
specialized vertical solution for Financial Crime.

syntphony Putental af autamatsn
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Call Quality Management:
Smart Monitoring

NTT DATAs GenAl capabilities enable innovation

in quality management by reducing costs while
increasing service impact.

Standard Frocem: [neorancs COINpany

Estimated costsf 315K
25 Fyear (2],

Difficulty In consolldating
DNCreds & PESOUrces s anid |l ned
stcording to needs nit capacity £

Call Quality Management:
Smart Leakage

NTT DATAS services enable leakage prevention throu-
gh greater control penetration, early detection, and

acceleration of actions.

Standard Froces: [OCRRcs CorRpany

Manual awdit process, Estimated &nnuwal Cost:
lirmited campaigns. EN20k - E130K .

Lezakage already conFirmsd.
Scalablty contimgent an Imposs|bility of Risk
Increasing FTE costs. Roduction |CFR] or Limined

Impact {DFRL

Flanlble model to address
wairlatlors and maxl

Automated awdting,
analysis and reperting
PrOCEss.

Flexibdlity snd scalabdity.
Eacsy adaptatisn bo new

SCOpPES.
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Estimated savings
T0%%-35% (4]
Per-call billing
Audited.

Increased profits in quality
management: Trend

Estimated annual savings:
0% - 158
based in Spanish
market Billing by file.

Mitigatian of potentia
leakage.
Understanding ard
mariagirg risk areas.
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Hyper Automation Platform

It is a framework that includes a set of assets

for the automation of a wide variety of activities:
Management, Development, Testing, Support,
Operation, etc, that accelerates the modernization
of a core system.

Code Generation Migrations
Source code analysis to identify
We have two types of tools for patterns A, rosetta
development from software models Cod ing
and development from rules

Platform that combines Azure
OpenAl and proprietary features
for software development and
modernization of outdated
systems

@ pedalow  wokisne

Development Assistant Generation testing

Dedalow Testi
Smart Development Assistant - M

2y ., [Eenerates eZe test
Get suggestions from an Al I Dedalow B
trained on best practices and mobile apps.

from r own ject.
code from your own praject Functional test

,?f:ges documentation and

N evidence managemen
(diana ¢
Unit Test
, vestas Generation

Source: NTT DATA

Processes

Low-code platform combined
with BPMN flows. It has 4,000+
connectors and pre-designed
flows with which to build
applications and bots to
automate all kinds of technical,
management and business

processes. & depfclpps

Front-end design

Visually design your
requirements without coding.
Get your Front-end from a design
system from Figma or using your
client's own components.

vortex

Managed Services

.. Ticket
Spar{:lk Automation
o Using Al
Automated

. solution to
A radiaq analyze service
activity

Integrated Testing

TOK (Time-Out Killer) is a time-
optimizing tool for development
teams working with distributed
environments

# tok

The GIDP Framework and Ecosystem Allow
us to Quickly Optimize Operations and New

Business

WHY

HOW

WHAT

BGIDP

NIT MATA Gl
e Bighial Hatlerm

ZE: 5
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B e
ey BB

s

NTT DATAs GIDP helps insurers to innovate and
achieve a fast core modernization, facilitating the
best-in-class customer experience.

GIDP functional architecture integrates mature,
proven solutions and accelerators, giving access
to leading technology with lesser implementation
risk and higher future-proofness.

GIDP is a modular and extensible framework with
a set of interchangeable functional modules. It
can be offered in the context of NTT DATA BPO
services but also ‘'standalone’.
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Automation is part of the GIDP ecosystem
The image below outlines key components of the
GIDP ecosystem that modernize IT architecture
in insurance through automation. Contact center
technology improves customer engagement with
digitization and Al integration. A cloud-native
data platform provides real-time insights with
Al-powered analytics. Customer communication

management (CCM) enables rapid product

launches using reusable templates, while adapters
integrate GIDP assets seamlessly into insurers'
systems. Business process automation streamlines

workflows across the insurance value chain,

enhancing efficiency in areas like claims, billing,
and administration.
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Overview of the Global Insurance Digital Platform
(GIDP) and its integration with Generative Al use cases.

The GIDP consists of four key
components:

1. Smart Contact Center: Enhances customer
support and engagement.

2. Smart Data Layer: Organizes and processes data
for advanced insights.

3. Smart Customer Communications: Streamlines
client interactions.

4. Smart Process Automation: Automates
workflows for increased efficiency.

The image below illustrates various use cases for
Generative Al for GIDP/BPaaS (Business Process as
a Service):
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Unlock the future of your

business with UniKix mainframe
modernization solutions and save up
to 70% in operating costs.

Experience unparalleled flexibility, scalability and cost-
efficiency while preserving your company’s existing
business logic and user interface. With over 30 years
of continuous innovation, UniKix is your go-to software
suite that offers a seamless, low-risk path to migrate
your business-critical applications to highly virtualized
and modern cloud-based platforms.

70% 25%

Savings in Reduction in
operating costs operational support
costs

80%

Reduction in manual
deployment activity

10

Benefits:

+ Lowers annual IT operating costs significantly.

+ Reduces migration risk, time and complexity.

« Simplifies IT environments to accommodate
growing workloads and new demands

+ Provides a native, mainframe-compatible processing
environment on open systems

+ Delivers a proven platform for evolving technologies
such as cloud computing, mobility and virtualization

Renew valuable legacy assets

Our UniKix Mainframe Re-hosting Software Suite
moves multiple application languages and utilities
to industry-standard systems. Doing so preserves
valuable business logic and provides the immediate
advantages of reuse. The software supports
distributed COBOL platforms, including NTT DATA
Enterprise COBOL and Micro Focus COBOL, as

well as C, C#, Natural and Java applications. It uses
XAcompliant architecture and supports mainframe
VSAM file types and popular relational databases
such as IBM DB2 LUW, Microsoft SQL Server, Oracle
database and Sybase to enable the seamless migration
of legacy assets.
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Case
Studies

Solution to the Peaks in Demand for
Customer Service: Virtual Assistance

Insurers aim to achieve the flexibility and scalability
needed to accommodate unforeseen changes

in business volume and/or activity, minimizing
financial impact and policyholder dissatisfaction
while maximizing the value of their human talent.

CLIENT NEEDS

+ Optimize operating costs
with a direct impact on
bottom-line improvement.

+ Minimize operational risks
and ensure the quality agreed
with insurers’ customers.

+ Minimize the investments
required to achieve
profitability targets.

OUR SOLUTION

- Virtual agent that attends
the FNOL.

» Provides emotional support
to the insured.

+ Orchestrate the distribution
of the case to the areas
involved.

RESULTS / BENEFITS

- Immediate attention to
insured persons without
waiting.

* Generating flexibility
according to the Insurer'’s
needs.

- Scalability of cost-effective
crisis support.

+ Dedication of the
management team to claims
processing.

+ Increased member
satisfaction when receiving
quality service in an
emergency.

Simplification and Automation to
Remain Competitive in Insurance

Integration of the development and
implementation of new platforms for the
integrated management of life insurance, policies,

and claims.

CLIENT NEEDS

+ Due to the implementation
of the insurer’s growth,
competitiveness, and
restructuring strategy
(based on the merger and
acquisition of insurance
companies), it was necessary
to implement a back-office
solution that would meet its
needs. It had to be unique
and integrated to manage
life insurance policies in the
contact center. It should also
help improve the company’s
operational efficiency and
effectiveness.

OUR SOLUTION

+ In the first phase, NTT

DATA Portugal conducted a
comprehensive assessment
of the insurer’s processes and
then undertook a redesign

to focus on two pillars:
simplification and automation
of procedures.

+ In the second phase, NTT
DATA Portugal designed
and developed a back-
office solution based on
OutSystems. It also used an
agile methodology for the
contact center operators to
manage their activity.

RESULTS / BENEFITS

- After 9 months, the insurer
launched the Customer
Service Portal (CSP), which
allows contact center
operators to better manage
their business. Through

this tool, they can process
queries in three of their main
legacy systems, while the
other systems process key
operations.

+ NTT DATA continues to
expand the functionality of
the CSP, as well as integrate
new legacy systems into this
portal.
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Cognitive RPA’s to Process Massive
Reimbursements and Medical Claims

Productive Thinking was used to transform and
automate current processes to improve agility and

efficiency in the company.

CLIENT NEEDS

+ A leading health insurer

in Latin America needed
support on digitalization and
automation processes of its
back-office activities.

+ Most of the current
transformational activities
involve development of
self-service solutions via
apps to end customers and
also internal transformation
and automation activities to
eliminate manual-intensive
and paper-based processes.

OUR SOLUTION

 The insurer selected NTT
DATA as the partner of choice
to a first E2E BPO of the
Reimbursement & Medical Bill
Processing areas.

+ NTT DATA became a solid
partner of this leading health
insurer in Latin America to
accompany them in their new
digitization and automation
path.

RESULTS / BENEFITS

+ NTT DATAS value proposition
was the application of
Productive Thinking in the
transformation of the current
state processes added by the
implementation of cognitive
RPA’s to process massive
reimbursements and medical
claims.

+ This initiative has allowed a
great reduction of the total
cost for the insurer.

Reducing Claim Assessment Time
from Days to Minutes with Al

Implementation of a low-code claims management
system, underpinned by machine learning models,
using Al to drive faster customer outcomes,
reduced risk, and operational efficiency.

CLIENT NEEDS

+ The main objective was
to implement in time a
system that would allow
claims to be paid “without
human intervention”. The
claims process offers an
“obvious” use case for
artificial intelligence, whereas
a traditional, manual
claims process can lead to
unacceptable delays for
customers. The aim was
to reduce the time spent
assessing a claim from
days to minutes by using
Al models to assist case
managers.

OUR SOLUTION

* The insurer’s goal was
achieved by focusing on
reducing effort, increasing
accuracy, and improving the
customer experience.

+ Claims encompassed a life
claims submission portal
and a life claims workflow
for internal staff users. For
income protection, this was
an end-to-end solution that
allowed income protection
benefits to be calculated
based on Al data, while

the customer is in a claim
situation.

RESULTS / BENEFITS

+ NTT DATA was selected

to develop the customer-
facing application, including
branding, customer journey
design, and web application.
It worked with the available
high-level requirements
shared by the insurer for
general claims and detailed
what would be needed for
life and intellectual property
claims.

* This project was particularly
challenging because it looked
at the design and build of
the entire infrastructure. In
addition, there was pressure
to conclude the separation
process from the old
company.
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Increasing Efficiency with Simplified
and Rationalized Templates

CLIENT NEEDS

+ Life insurer with 1.5 million
policies in run-off mode
utilizes NTT DATAs TPA
Services.

+ Block includes Term, Whole
Life, Universal Life, Variable
Universal Life, Fixed Annuities,
Indexed Annuities and
Variable Annuities.

+ Client shared over 2000
document templates covering
state variations and 4 issuing
companies (brands).

OUR SOLUTION

» Standard set of document

templates by Line of Business:

_ Life & Annuities: today.

_ Health, Group/Worksite :
future.

- State regulations and updates
maintained by NTT DATA.

» Client specific configuration for:

_Branding.

_ State filed language.

_ Fully integrated with LifeSys,
Penn River and/or ODS.

RESULTS / BENEFITS

» NTT DATA was able to
rationalize and consolidate
the templates down to
around 300, using the
capabilities provided by
SmartCOMM to:

_ Use standard static text
across all brands.

_Variable values from 3
source systems.

_ Populate the appropriate
state specific language.

_ Provide outputs via print
and web portal.

Reinventing Insurance: Transforming Costs into Competetitive Advantage / Thought Leadership




onclusion

Future Trends and Innovations

Staying ahead in the fast-paced insurance
industry involves Improving the operational
efficiency along with embracing emerging
technologies and innovative business models to
maintain a competitive edge and enhance cost
efficiency. Integrating latest technology promises
secure and efficient claims processing, while
Artificial Intelligence and Machine Learning are
revolutionising task automation and decision-
making processes. Predictive analytics is refining
risk assessments and pricing, leading to more
tailored and potentially cost-effective insurance
products.

The industry is also witnessing a shift towards
personalised products, meeting consumer
demands while optimising operational costs.
Addressing the impacts of climate change
through advanced risk modelling is becoming
crucial for reducing long-term claims expenses.

Furthermore, partnerships with Insurtech start-
ups offer a pathway to integrating cutting-edge
solutions without the overhead of in-house
development. Meanwhile, investments in
cybersecurity are essential to safeguard against
both financial and reputational losses, and
regulatory technology (RegTech) is emerging

as a tool to automate compliance and minimise

associated costs. Adapting to these developments

allows insurers to streamline operations and
better meet evolving customer expectations,
ensuring sustained financial health amidst a
changing industry landscape.

What’s Nnext?

In the ever-evolving insurance industry,
embracing technological innovations and
adapting to new business models is crucial for
sustainable growth and operational efficiency.
The adoption of cloud, artificial intelligence,
and predictive analytics is revolutionizing
claims processing and risk assessment,
enabling more personalized and cost-effective
insurance offerings. This shift toward consumer-
centric products, driven by technology, not
only enhances customer satisfaction but also
streamlines operations to reduce costs.

Furthermore, addressing sustainability

through advanced risk modeling is becoming
increasingly important, helping companies
mitigate future claims costs and demonstrate
market leadership. The future of insurance lies

in integrating technology, consumer insights,
and sustainability, setting the stage for enduring
success in a dynamic market with a focus on
customer centricity and an ever-changing market
landscape.

By embracing these strategies, businesses

can achieve immediate financial benefits while
also ensuring long-term sustainability. This is a
great opportunity to turn the challenge of cost
optimization into a driver of strategic growth.
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