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Abstract

Claims processing is the keystone of insurance business as it embodiesinsurers’ ultimate
commitment to theircustomers. While many property and casualty (P&C) insurers have
modernized their core claims platform from a technology perspective, the platforms are largely
book-keeping systemswith limited ability to positively impact customer experience or cut
processing costs and settlement time.The recent COVID-19 pandemic has accentuated this
problem forinsurers, heavily burdening the claims personnel, especially in areas such as travel,
business interruption,and property. Furthermore, siloed digital adoptionin claims operations
with primary focus on specific areas like first notice of loss (FNOL) and fraud detection has
hindered straight-through processing (STP), same-day settlement, and rules based automated
adjudication for more complex claims.While the need for end-to-end digitalization in claims
operationsis clear, insurers face an array of challenges due to complexity of claims, diversity of
skillsets needed to adjudicate, distributed teams, and the absence of a comprehensive
digitalization strategy that addresses critical opportunities for technology intervention, as well
as regulatory requirements. This white paper examines the claims value chain and highlights
opportunitiesfor digitalization across the claims lifecycle.



Digitalization of the Claims Value Chain: A

Strategic Differentiator

Digital technologies are reshaping customer
expectations and redefining industry boundaries.
Despite tremendous developmentin artificial
intelligence (Al), machine learning (ML), blockchain,
augmented reality, drones, and other technologies, these
advancementsare yet to be effectively usedin
mainstream claims operations. That said, some insurers
have experimented with emerging technologies by
running pilots. In our view, insurers should focus on
building an adaptable digital spine with the flexibility to
service future claim scenarios. Insurers must also consider
tappinginto the insurtech ecosystem through different
means including application programming interfaces
(APIs) to access services like automated inspections, on-
demand claim handling, and Al powered fraud detection
processes.
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In the emerging post COVID scenario, digitalization
of the claims value chain will be a strategic
differentiatorin a marketplace where customer
centricity has become synonymous with competitive
advantage and market leadership. For many insurers
distributing products through intermediaries, claims
processing is the only opportunity to make a positive
impact at the ‘'moment of truth’, when emotionsrun
high. A delighted claimant will remain a customer for
life. A resilient claims platform elevates the claims
operationsto the next level, improving the accuracy
of claims payouts, reducing settlementtime, and
ensuring better outcomesboth for insurers and
claimants while shielding insurers against systemic
shocks and once-in-a-lifetime events.
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Digital Opportunities across
the Claims Value Chain

Customersseek a claims processthat is intuitive, accelerates settlement time, and
transparent on the adjudication decisions. Redesigning the processes that involve customer
interactions and automating the manual processes are essential to provide a simple and
faster claims service.To future-proofinsurance claims organization for the post-pandemic
era, insurers must investin skilled and experienced professionals and partner with the right
technology and service providersto develop a resilient claims processing system for the
future. Al, analytics, and automation technologies have the potential to transform claims
processing by improving fraud detection, reducing expenses, and eliminating human
intervention. The first step in the journey should be to benchmark the digital maturity of the
existing claims operations, identify areas for digital intervention, and appropriately prioritize
and channel investments toward key digital initiatives across key processes like FNOL
(seeTable 1), claim creation (see Table 2), and settlement (see Table 3).
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Area of Impact

g : . N\
|t Digital Opportunity % _\i ‘%]

Customer experience Claim outcome Adjudication Settlement

FNOL reporting through multiple channels - phone, emails, call center,

High Low Low Medium
social apps, chatbots, smart speakers, and internet of things (loT) 2
Self service capabilities for third-party service providers High Low Low Low
‘Claims wall’ to enable direct communication between claimants ,
. High Low Low Low
and adjusters
Document management using intelligent technologies and cloud storage , _ _
] ] i Medium Low Medium Medium
for claims artifacts and case history documents
Claim settlement time prediction leveraging advanced algorithms ,
High Low Low Low
and ML
Proactive injury and liability management and third-party liabilit
b i 2 Y y Low High Medium Medium

predictability

Table 1: First Notice of Loss
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Area of Impact

|t Digital Opportunity Ek ‘\C\ Y%?

Customer experience Claim outcome Adjudication Settlement

Claim segmentation based on severity and loss location using predictive analytics

. Low Medium Medium Medium
and Al led automation
Dynamic claims tracking and reassignment based on severity Low High Low Low
Case management leveraging intelligent technology led automation and aided by insights drawn ) . .
8 ) . e g o N : Low High Medium Medium
from customers’ mobile data, chat, images, and data from drone assessments and loT devices
Diagnosing claim outcomes and offering resolution paths leveraging auto adjudication engine i . .
) 8 f’t ) 5 P Sa'c l = High Medium Medium Low
incorporating analytics enabled dashboards
Service engagement between third parties and insurance carriers and repair shops through digital )
Sl . : . . + g SN Low Low Medium Low
channels and automation of processes such as invoice verification and approval
Visual surveys, digital inspection, and automated data capture through a cognitive . .
— St - P £ e Low Low Medium Medium
vision framework
Vehicle and property damage assessment using Al and geospatial imaging, pre- and post-event ) ) ) i
) i R PRy ,g = v == P i Medium High High High
images, videos, and drone images
Litigation evaluation using litigation calculator and analytics technologies Low High Low Medium

Table 2: Case Creation, Segmentation, Assignment, and Adjudication
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Area of Impact

|t Digital Opportunity % ‘\g Y%?

Claim outcome Adjudication Settlement

Cognitive agent for STP of routine claims with predictable characteristics and patterns High High High High

Reserve allocation using analytics and reserve management using Al driven

dashboards for real-timeview and tracking o e Low Low
Dispute avoidance in complex claims using algorithmicdecision-making powered , ,
- Low Medium Medium Low

by ML and data insights
Predict maximum medical improvement (MMI) condition for workmen’s ) , ,

. . Low Medium Medium Medium
compensation (WC) claims
Quantum of payout calculation using analytics Low High Low Low
Instant payment services to third parties - concierge services, medical provider, _

. N Low Low Medium Low
cyber security and repair units, garages
Support for multiple payment modes based on customer preference High Low Low Low
Parametric claim payment automation High High High High

Table 3: Claims Settlement, Subrogation, Recoveries, Litigation Management, and Fraud Detection
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Area of Impact

|t Digital Opportunity ‘\\’T Y%?

Customer experience Claim outcome Adjudication Settlement
Subrogation opportunity scoring based on advanced analytics Low High Low Low
Subrogation process handling leveraging blockchain Low High Low Low

Litigation propensity (legal case creation) along with document repository

using Al technologies Low =g Low Low
Risk prediction and prioritization of claims with the likelihood of large settlements Low High High High
Content manipulation and location spoofing prevention Medium High High High

Fraud scoring based on analysis of structured and unstructured data like loss details,
photos and voice; automatic assignment of cases with high fraud score to special Low High Medium Medium
investigation unit (SIU)

Fraud detection using Al and web-crawling tools to identify suspicious and fraudulent

claims, reveal networks, and discover hidden patterns = al:dt al:it Al

Table 3: Claims Settlement, Subrogation, Recoveries, Litigation Management, and Fraud Detection
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The Way Forward

As insurers step into the post-COVID era, they must augment their claims transformation
and modernization programs by bringing in a higher degree of process automation,
reducing and streamlining workflows, and adopting Al-powered decision engines. We
envision a future claims ecosystem with varied stakeholders coming togetheron a digital
platform to enable faster and smoother processing with limited or no human
intervention. Connected platforms that facilitate data-driven decision making and
incorporate cognitive tools for proactive monitoring and fraud detection coupled with
resilient operating models with the ability to quickly adapt to evolving market conditions
(see Figure 1) will enable seamless claims processing and enhance customer experience.




Proactive

Comprehensive fraud check and auto processing
with limited or no manual intervention

Proactive monitoring services managed by
advanced analytics and cognitive agents
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Seamless

Better data capturing at all stages of the
claims cycle

Intelligent case management to differentiate
between fraudulentand genuine claims

Connected

Digital ecosystems to bring together various
stakeholders and leverage partner
competencies to reduce claims lifecycle

Communication strategies to provide
automatic and meaningful status updates

Resilient

Robust operating models to handle new types
of claims arising from new realities created by
economic downturns and paradigm shocks

Reskilling claims workforce to improve
productivity and facilitate error-free processing

Figure 1: Future of Insurance Claims Processing
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Moving to a digital claims processing platform (see Figure 2) will require insurers to:

= Reimagine the claims processfrom the perspective of all the stakeholdersto enable a seamless claims experience while minimizing adjudication
expensesand settlementtime.

= Build arobust claimsadministration platform eitherby implementing a
commercial off-the-shelf (COTS) product or through a greenfield
transformation to accommodate current and future claims scenarios like
parametricinsurance.

= (Create an omni-channel digital experience supported by context specific
analyticsand insight engines delivered on secure and agile infrastructure.

= Embracetheinsurtech ecosystemto bring best-in-class capabilities like
damage estimation, field inspection through on-demand workforce,
and technology led fraud detection to the claims function.

= Lay down a structured change management process with focus on
transparent communication aimed at making claim handlersand
adjusters willing and active participantsin the change.
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ot ° iai Partner Ecosystems
a-#—u (I?rl]gltal | Mobile and smart devices Desktop and online portals Chatbots Connecteddevices y
o ° annels Risk prediction and
prevention
.-"';')\ Digital Experience S o .
\ : . First notice of loss Cognitive vision framework Claims wall Damage assessment
A/ | Capabilities

Repair, replacement,
and maintenance

Customer Value

Predictive analytics Cognitive agentfor STP Al-led fraud detection
Capability APIs ¢ 5 g Wellness network
. . Legal, compliance,
Lossdata Intelligence and Insight ;
Core Transaction e T— and audit
v SN . qalm f:manCIaIS, Data aggregation Analytics and insights
§ Processmg Claimant information . Fraud check
Assignments and management Big data and data lake

Loss estimation

Enterprise
i Bots Al and ML Drones loT . ,
Automation Claims concierge

Figure 2: Digital Claims Reference Architecture

In the future, claim volumes and adjustment expenses will go down due to proactive initiatives of insurers. However, insurers will likely witness an
unexpected surge in new types of claims due to new developmentsand inventionsin adjacent industries such as the rise of autonomouscars, Al-
powered smart homes, and space trips. This coupled with external factors such as unforeseen paradigm shocks like the ongoing pandemicand
businesses reimagining their operations will require insurers to constantly reinvent, reskill, and rethink their claims operations to stay on top of the
game. Needless to say, insurers that act fast will gain an edge over their peers and lead in the post-COVID era.
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