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-Introduction- 

 

Of all the technologies encapsulated in the 4th Industrial Revolution, it is 

artificial intelligence (AI) that has garnered the most hype, enthusiasm and 

investment. A recent survey of 2,300 executives by the MIT Tech Review 

found that 90% of those interviewed believe that data-based predictions will 

be crucial to success in their organisations. This belief represents a large 

factor in the $47 billion estimated to be invested into AI-based technologies 

by 2020, with insurance companies spending around $90 million each on 

related innovations (Tata Consulting Services, 2018). 

 

This is certainly so in the insurance sector. A 

recent survey reveals that 63% of insurance 

executives believe that the entire industry will be 

transformed by intelligent technologies. A further 

67% of these believes that AI will be vital if they 

are to differentiate themselves from their rivals 

(Accenture, 2018). 

 

The industry is divided however, between the 

relative few who are grasping the nettle and 

exploiting the opportunities presented by these 

new technologies, and the more reticent majority 

who are lagging behind. A study conducted by 

MIT suggested numerous reasons for this lag in 

performance, with poor quality data coming up 

as a frequently cited complaint. Most important 

of all, however, was a fundamental lack of 

knowledge, not only of what AI is (and is not) 

capable of, but the AI capabilities present within 

the organization itself. 

 

Projects such as AI for Everyone have been 

established by MOOC pioneers Coursera to try 

and close that gap. Stanford University’s Andrew 

Ng highlights the importance of improving 

executive AI literacy (deeplearning.ai, 2019). 

 

The top three questions I get from CEOs are: 

 

“How do I build my AI team (including talent and 

org structure)?” 

“How do I decide what to do and what not to 

do?” 

 

 “How do I align my company strategy with the 

capabilities of AI”, Ng said before the launch of 

the course. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

This report aims to fill the literacy 

gap by providing a number of use 

cases of how AI can be actively put 

to work to improve the insurance 

industry right now. 

 

The use cases will cover all main 

aspects of insurance, including 

claims processing and 

management, loss assessment and 

fraud detection. 
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CUSTOMER EXPERIENCE 

Intelligent technologies are making a 

significant impact in improving the 

processes that define a winning customer 

experience in Insurance.  

 

 

The claims process is 

inherently data intensive 

and time-consuming, and 

therefore a prime 

candidate for AI-driven 

optimisation. Moreover, 

data reveals that swift 

settlement is the major 

determinant of customer 

satisfaction.  

(J.D. Power, 2018). 
 

#1 Using chatbots to improve customer 

workflow 
 

Chatbots have been around for many years, but whereas 

initial iterations required an intensive rule-based library 

to power them, modern incarnations are much more 

flexible and intuitive.   

 

The replacement of labor-intensive forms with chatbot-

powered interfaces is commonplace across the industry.   

 

Early adopters report that chatbots can settle claims in 

under 3 seconds.  Whilst chatbots are reasonably 

commonplace, AI-powered speech analytics software is 

a more novel opportunity to seize.  

 

#2 Advanced underwriting  

 

The kind of data produced by sensors and personal 

devices enabled by the Internet of Things (IoT) allow for 

significantly more nuanced and granular underwriting.   

 

For example, the fitness tracking project initiated by 

Vitality offers them the prospect of better understanding 

both the health of consumers and their subsequent risk 

of illness and injury.   

 

Vehicle tracking systems offer the same prospect of 

giving a more detailed insight into the driving behaviors 

of motorists. Facebook and other digital firms have 

shown the potency by which they can accurately profile 

users from an advertising perspective, and the same 

possibilities exist in insurance. 

 

One example of this capability in action comes from an 

American startup who operate a dynamic underwriting 

system for their car insurance that provides a ‘pay-per-

mile’ system.  The system is powered by AI that is fed on 

data generated by a device installed in the vehicle to 

monitor everything from miles driven to erratic driving 

behavior.  It uses this data then to determine dynamic 

premiums based upon driver behavior, with the safest 

drivers offered the lowest premiums. 

FIRST NOTICE OF LOSS 

Using artificial intelligence to speed up the 

first notice of loss process is one of the 

first use cases adopted at scale by the 

insurance industry.   

 

 

The use of Internet of 

Things sensors and data-

capture technologies, such 

as drones, can replace 

more manual methods, with 

the potential to automate 

the entire procedure such 

that no claims are required 

at all.  

 

This is likely to become the standard as autonomous 

vehicle technology evolves, much as machinery monitors 

itself for health in Industry 4.0 today.   

 

Whilst these applications can appear to be somewhat 

futuristic, there are already a number of applications of 

AI-technology in this domain in use today. 

 

#3 Mobile interfaces  
 

Mobile technologies, such as remote sensors and drones 

are allowing insurers to capture data much more quickly. 

At the same time, mobile apps are providing an easy and 

intuitive way to interact with the customer.   
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Health insurance companies have begun looking at ways 

to employ wearable technology to track the activity levels 

of policyholders. Many have adopted a gamified 

approach to encourage customers to be healthier.   

 

One study highlighted the potential, revealing that 

among the approximately 400,000 customers using a 

fitness tracking watch, a 34% increase in activity levels 

was observed (RAND, 2019).  Additionally these gains 

were most significant among customer segments who 

had previously been the least active. The findings 

highlight how mobile and wearable devices can not only 

improve engagement with insurers but also tap into 

gamified behavior change strategies that help customers 

to adopt better habits and behaviors. 

 

#4 Accelerated processing 
 

There are multiple opportunities to develop AI-based 

systems that allow policy holders to assess the damage 

done to their vehicle in the event of an accident.   

 

Such use cases include apps that are capable of 

assessing the image uploaded by the policy holder and 

provide an accurate assessment of the damage.  

 

The systems are trained using thousands of images from 

car crashes to be able to provide an accurate 

assessment in much less time than human claims 

assessors. 

 

#5 Automated support  
 

Going beyond the applicability of chatbots to automate a 

significant portion of the claim process, touchless 

interfaces are able to report the claim, capture the 

damage reported in it and communicate with the 

customer autonomously (LexisNexis Risk Solutions, 

2017).   

 

Such technology can effectively review the claim, verify 

the details of the policy, scan it through fraud detection 

systems before processing the claim and wiring 

instructions for next steps to the insurance company to 

settle the claim. 

CLAIMS MANAGEMENT 

The amount of data available to insurers 

is growing at an incredible pace, and the 

ability to make effective use of that data is 

fundamental to the long-term success of 

the sector.   

 

 

Whilst projects such as the Data 

Literacy Index urge companies 

to invest in the data skills of their 

workforce, a number of 

innovations are emerging to 

provide companies with the 

tools and technical support to 

do more with the data they 

have. 

 

 

#6 Detecting and preventing fraud 

 
Fraud remains a major problem for the industry. 

According to ABI recent data, every minute there is an 

insurance fraud attempt detected in the UK, resulting in 

dishonest claims worth £1.3 billion being made (ABI, 

2018). Whether by reducing false claims, ID theft or 

duplicate claims, AI can help the industry to both detect 

and prevent fraud.  

 

Speech analysis software highlighted has already made 

great strides in this field. This innovation is currently 

allowing insurance companies to spot keywords that 

mark out a claim as being fraudulent.  

 

This early warning system allows insurance carriers to 

rapidly flag instances of possible fraud for human agents 

to then review. An example of the positive impact of AI 

on human workforces, this type of system helps the 

existing staff focus on more noteworthy activities and 

reduces time spent on repetitive or intellectually non-

engaging tasks. 

 

Such software works in a similar way to the antivirus 

applications that protect standard computers, and by 

constantly analyzing threats create a constantly updated 

library of terms to look out for. 
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#7 Processing claims data autonomously  
 

Processing insurance claims will remain the primary 

function of insurance providers for some time to come, 

but AI tools can significantly speed up the processing of 

these claims.   

 

When trained with strong data, an AI algorithm can 

automate many of the claims in personal and small-

business related niches and bring the processing time 

down to hours and minutes rather than days or weeks. 
 

#8 Using algorithms to spot fraudulent 

claims 
 

Various startups have been using AI to detect fraudulent 

insurance claims.  These startups use algorithms to 

power much of their work, and claim to be able to pay 

out up to a third of claims almost instantly as a result of 

their data and algorithms. 

 

As the University of Toronto's Ajay Agrawal argues in his 

latest book Prediction Machines, companies are 

increasingly using AI-based tools to make low cost 

predictions.  In insurance, this often means using the 

technology to handle the relatively straightforward cases, 

thus freeing up human expertise to tackle the more 

challenging cases. 

 

In addition, projects can trawl not only proprietary data 

owned by the insurer, but data available in the public 

domain via social media, marketplace sites such as eBay 

and elsewhere on the web. For instance, these tools help 

to understand if an item listed as stolen was actually 

advertised on Craigslist or exhibited on Facebook. 

 

LOSS ASSESSMENT 

The ability to accurately and efficiently 

assess the damage or loss being claimed 

against is crucial for the future of the 

insurance industry.  

 

End customers expect to fix or replace 

the insured collateral in a timely manner, 

however this situation creates uncertainty 

over when they will be able to do that. 
 

 

 

Self-service apps for loss 

assessment speed up the 

process for an enhanced 

customer experience. 
 

 

#9 Self-service applications 
 

One of the pioneers in using AI to assess damages has 

been Chinese Alibaba affiliate Ant Financial.  Their 

Dingsunbao loss assessment app aims to give drivers 

the same kind of power to assess damage to their 

vehicle as professional claims adjusters would 

traditionally have had. 
 

The app was originally provided directly to industry 

professionals, with clients such as China Taiping and 

AXA Tianping processing tens of millions of claims at a 

much faster rate than human adjusters alone could 

manage. The latest version has put this same power in 

the hands of consumers, and offers them guidance to 

take multimedia footage of the vehicle before providing 

advice regarding a potential claim. 

 

SETTLEMENT 

The final element of insurance that is set 

to be transformed by AI is settling and 

paying claims after an incident.  

 

 

AI promises to not only 

significantly improve the time-to-

settle, but also do so having 

decreased the likelihood of fraud 

occurring.   
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#10 Offering a winning customer experience 

with expedited claims  

 

A use case can potentially employ AI to automatically 

assess photos submitted by customers and expedite the 

claims process. 

 

-Conclusions- 

 

With data revealing that 74% of customers want to make 

better use of modern technology when handling their 

insurance needs, the scale of the investment in AI-

enabled projects should come as no surprise, 

(Accenture, 2018).  New AI-driven technology promises 

to cut processing time and cost, whilst also increasing 

service quality. 

 

Such results have largely not materialised yet. Stanford 

researchers have identified that initial attempts are 

largely held back by how the industry currently treats 

data (Arrieta-Ibarra et al., 2018).  The authors argue that 

by not making an investment in new and external 

sources of data, companies don't gain access to either 

high quality data or the right volume of data to be useful 

in powering AI-driven technologies.   

 

With approximately 80% of the respondents in the 

MIT/Pure Storage study referenced earlier claiming that 

their companies lacked both the volume of data and the 

quality of data they needed, this is perhaps a concern to 

take seriously.   

 

The possibilities for AI to improve the insurance industry 

are numerous, and whilst this report is intened to give 

you a flavour of potential use case to integrate AI into 

your organisation, and hopefully serve to provide some 

inspiration with regards to areas to explore.  

 

Nevertheless, the first steps need to be done sooner 

rather than later, either in the form of pilot projects or 

proofs of concept.  

 

10 WAYS ARTIFICIAL INTELLIGENCE IS 

TRANSFORMING INSURANCE 
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