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Abstract

Insurance is a business of trust, of making

promises, and keeping them when the time comes.
The COVID-19 pandemic is a time for insurers to prove
their value to customers, communities, and ultimately
the economies where they operate. Given the way
COVID-19 has spread around the world, nations are

at different stages in battling the pandemic. Examining
the response of nations that are at an advanced stage
in the COVID-19 war, from varied standpoints, will help
insurers in countries that are still in the early stages
prepare a strategic response. This white paper
discusses the impact of COVID-19 on insurance
business from the three dimensions of resilience,
value, and growth, and suggests measures

to address the impact.
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The Impact on the Insurance Industry

As the COVID-19 crisis unfolds, businesses are grappling with a series
of challenges associated with logistics, workforce, operations and
supply chain, finance and liquidity, tax and trade, and strategy and
brand. The insurance industry, in addition, is expected to stand by
their customers, and deliver on the trust placed in them by
responding swiftly and effectively to

customer queries on claims, withdrawals,
Insurers are expeCted {0 and fund values. At the same time,

stang by their customers protecting investment portfolios likely to

and deliver on the trust be impacted by the economic downslide
: and complying with new or updated
placed in them. regulations arising from the situation will

I o Merge as priorities.
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The response to the COVID-19 pandemic — social distancing normes,
lockdowns, and travel restrictions — has resulted in a decline in global
economic activity. The impact on insurers, and their response strategy,
will vary depending on the stage in which the country or region is:

B T ——® e e S

During the crisis: Transition: Post-COVID-19: Future-proofing
as the pandemic as the pandemic subsides, as the economy beyond COVID-19
unfolds, reaches a restrictions ease, and picks up, for long term.
peak, and subsides cross-border travels resume, potentially from

heralding a slow return to spring 2021

normalcy potentially

through the remaining
months of 2020
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The impact on insurance offerings will be determined by the risks that the
products cover, whether the covered event has been triggered by the
pandemic or related restrictions, or the consequent economic downturn
and changed business scenario. However, it is indisputable that the impact
will be felt across the business value chain, affecting key functions such as
distribution, new business, servicing, claims, actuarial, product development,
investments and risk management depending on the priorities facing

insurers at different stages.

In the initial phases of the crisis,
building resilience forms the primary
focus of insurers'response (see Figure
1) followed by value delivery with
growth at the bottom of the pecking
order. However, as insurers navigate
through the crisis to the latter phases,
driving growth will be the top priority
followed by value delivery and
building resilience for the long term.

While the immediate
priority for insurers is to
build resilience, they will
need to focus on value
delivery and growth in
the longer term.
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CRISIS TRANSITION POST COVID-19 FUTURE PROOFING

v
Defend the enterprise : h Gl e
Tt g N Make IT mainstream It may happen-again 5
. . . = Build infallible resilience =
Ensure business Reimagine the workplace @
o continuity Reframe guidelines =
=
2
i Stabilize and optimize Realize eXtreme digital
o Test hypotheses new ways of working
for new value

Ensure customer
centricity

Prioritize
digitalization

Ensure
S customer . Accelerate to
;u focus Align to post-COVID normal innovate
= Create new revenue streams and grow
Refocus to
become agile = |dentify opportunities for
= and adaptable mergers and acquisitions
E Exploit new opportunities
O

Figure 1. COVID-19 - Impact on Insurers and Proposed Response
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Navigating
through
the Crisis

The pandemic is set to prolong into
the medium-term causing further
stress on the global economy. Given
the impact of COVID-19 on
insurance products as well as the
sector as a whole will be significant,
insurers must define a strategy with
appropriate technology enablers to
efficiently manage the continuously
shifting situation (see Table 1).

Table 1: COVID-19 Impact
on Insurers and Possible }
Solutions for Crisis Phase

SI. No

Challenge

COVID-19 viral
infection

Insurer Impact

Spike in calls to customer
care centers

Possible Solutions

= Robotic process
automation (RPA) and
artificial intelligence (Al) tools

= Bots to answer frequently
asked customer queries

= Search bots for employees

Increase in number of
life and health claims

= Al and machine learning
(ML) backed email
automation tools

= Cognitive computing tools
to automate image
processing and extracting
information from documents

Travel
restrictions

Increased travel and
aviation claims

= Cognitive business
operations including remote
delivery though flexible
team structures
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SI. No

Challenge

Lockdown
restrictions

Insurer Impact

Increase in claims in areas
like business owners,
business interruption,
home, renters and cyber
insurance

Possible Solutions

m Business process and IT

application realignment to
accommodate changes in
claims processing

Decline in productivity
due to workforce
disruption

Robust business continuity
and disaster relief (DR) plans
to address the needs of
remote working models

Increased usage of
digital channels

Agile application
development and
enhancement of existing
customer facing applications

Social
distancing

Constraints in physical
channels - both servicing
and sales channels

Digital sales assistants
with connect to back
office through application
programming interfaces
(APIs)
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The impact on different
insurance functions will vary
depending on the priorities
before insurers in a particular
phase — during the crisis,
transition, post COVID-19, and
future-proofing phases. The
immediate priority is to
ensure smooth working of
customer-facing functions.
The medium- and long-term
priorities, on the other hand,
will revolve around
reimagining sales, products,
and investment management
functions to re-capture
growth during economic
recovery.

SI. No

Challenge

Dislocation in
stock and bond

Insurer Impact

Customer anxiety due to
reduction in fund value

Possible Solutions

= Personalized video
messaging for active

markets decrease in pensions, and customer communication
annuity products, makes _ ,
el cusia e = Remote working options for

the wider organization

Decline of enterprise
investments, need to
manage solvency ratios

Onset of Spike in unemployment = Agile application

economic insurance claims development and

recession enhancement

Delay and defaults in
premium payments,
pension contributions,
and loan repayments

= Cognitive business
operations
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Transitioning and Future-Proofing

Countries recovering from COVID-19 are lifting restrictions in a phased
manner. Consequently, the recovery time will be longer and certain
restrictions may well become the norm. Given this characteristic of
societal recovery, insurers will need to support businesses in restoring
disrupted operations in the transition phase, while simultaneously abiding
by COVID-19 restrictions to protect against a second wave of the infection,
which according to scientists is highly probable.

In our view, insurers must define a strategic response aimed at building
resilience to withstand paradigm shocks and focus on value delivery to
drive growth. We believe that such purpose-driven actions will need

to be underpinned by new behavior patterns like leveraging the larger
ecosystem and unlocking value from the compound effect. New
restrictions could well become the norm in the post pandemic world.
To successfully operate in such an environment, insurers will need to deal
with the risk of adopting new or revamping existing business models,
foraying into new geographies, designing new offerings, and embracing
new customer segments. The path to new value creation lies in
continuously adjusting the strategy in response to market shifts and
tailoring offerings to suit changing customer contexts. Figure 2 maps
the actions that insurers must take to emerge stronger from this crisis.
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R: Rate of Infection = COVID-19 warnen - Economic Activity

Curve flattening R<1

v, Rapid increase R>3

CRISIS TRANSITION POST COVID-19 FUTURE PROOFING
m Ensure secure remote » Adapt to new operational standards m Personalize customer m Consolidate unique
working for staff considering limited mobility experience and adopt position and
= Revisit workforce strategies - and social distancing norms digital marketing futu.re-proof
advisor and adjustor operations m Enhance self-service channels for ol SHETEES h SUBIMESEEE
to address social distancing and claims and premium collections el = Embed insurance in
related interventions - = Automate key functions external ecosystems
m Create digital engagement platforms leveraaing Al
m Optimize call center by enabling to manage and streamline operations ging m Adopt next-gen sales
remote operations m Redesign distribution and distribution

m Adopt innovative face-to-face
= Roll out self-service channels, light sales solutions = [ntroduce new and/or
weight processing, modifications updated products
to core systems and integration.

models

m Revisit distribution strategy
= Introduce usage-based

m Design new products )
insurance

m Build defense against
financial and cyber crimes

Figure 2. COVID-19 Response — Specific Insurer Actions in Various Phases
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A purpose-driven approach to delivering value will require
insurers to leverage their larger ecosystems.

During the transition phase, insurers' response must center on retaining solutions
implemented during the crisis and contain further impact, ensuring customer centricity,
and renewing focus on enhancing adaptability and agility. The lessons learnt from the crisis
become guidelines for driving the long-term strategy. In our view, insurers must:

= Assess crisis handling capabilities, analyze the changes and solutions implemented, and
identify areas to strengthen, upgrade, and seek alternative solutions as necessary.

= Revisit health, auto, home owner, cyber, business interruption and workers compensation
products and introduce coverage changes, rate changes, and additional pandemic coverage -
update policy conditions and clauses based on the pandemic experience.

= Enhance the digital solutions in underwriting, customer servicing and claims functions and
eliminate manual processes to deliver superior customer experience.

= Speed up cloud transition and automation program implementation.

= Revisit the enterprise transformation strategy, recalibrate core modernization programs,
and continue with regulatory programs to overcome the lag left behind by the crisis.




The focus of the various initiatives taken during different
timelines will change from building resilience in the initial
phases to driving value delivery and growth in the long-term.
In the post-COVID-19 and future-proofing phases, insurers
need to capitalize on the action taken during the crisis and
transition phases and stabilize and revitalize the business.
Insurers need to leverage customer experience investments
to deliver hyper-personalized interactions at every touch
point and enhance customer value. Al and ML powered
automation of back-office and mid-office functions must be
prioritized to enable efficiencies beyond existing RPA
solutions. From a distribution perspective, during this phase,
insurers need to redesign the synergy between direct and
advisor channels, promote symbiotic co-existence, and deliver
omni-channel experience. Drawing insights from the
pandemic impact on the existing product portfolio to design
new offerings or modify existing ones — for instance by
introducing usage-based pricing or parameterized claims
processing — will help insurers deliver enhanced value and
retain customer base and loyalty.
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The current crisis gives insurers an opportunity to introspect and make plans to future-proof the business for
unexpected systemic disruptions beyond COVID-19. Embracing end-to-end digitalization across the entire
insurance value chain, establishing revenue streams beyond commoditized products, and delivering
best-in-class customer and advisor journeys are crucial to weathering future storms. Specific actions that
insurers must take can be grouped under the following key themes:

= Socially-distanced customer experience: = Purpose-driven ecosystems:
enable remote sales and servicing and digitalize leverage primary ecosystems such as retail,
customer journeys end-to-end consumer, travel, and industry to seamlessly

integrate insurance into their products and

= Products for a new beginning: SRR
facilitate flexible pricing, extended coverage and ensure e
ease of servicing; meet new needs emanating from Resilient policy administration:
the pandemic and stand by customers grappling with enable the core for end customer experience
unprecedented situations and ecosystem integration

= Touch-less claims: Adaptable agency and distribution:
drive automated claims processing build channels that facilitate symbiotic
parameterized by external factors co-existence of physical and digital channels

= Remote underwriting:
facilitate collaboration between underwriters,
advisors, and external information providers for
underwriters working remotely




The opportunity in adversity: the COVID-19 crisis
demands insurers to relook at their operating
strategies and build shock-proof businesses.

Thriving in the Post-COVID Era

The pandemic has created unprecedented challenges for insurers in supporting
customers and sustaining business in the changed social and economic scenario. In
addition, insurance companies are expected to support communities and businesses
through the crisis. Achieving this will require insurers to build ecosystems with
adjacent industries like retail and healthcare and create products and services aimed
at meeting the underlying need that drives customers to purchase their offerings.
This in turn will facilitate a shift from protection to prevention — helping insurers
graduate from after-the-event succor-providers to active partners in preventing the
occurrence of the insured event. Aggressive digital transformation across business
functions and building resilient IT infrastructure and adaptable systems and
processes will be key to driving this transformation. Needless to say, insurance
companies that act quickly will surge ahead of the competition.

(Cs |

TATA
CONSULTANCY
SERVICES



About the Authors

K Ramamoorthy [eads the Insurance
Industry Advisory Group of TCS Banking,
Financial Services and Insurance (BFSI)
business unit. He has over 25 years of
experience in delivering consulting, solution
development, and program management to
insurance companies. He has also been
involved in programs aimed at digital
transformation, business function
re-imagination, operational efficiency
optimization and legacy debt management,
for clients across North America, Europe, Asia
and Africa. Ramamoorthy holds a Master’s
degree in Computer Science and Engineering
from the PSG College of Technology,
Coimbatore, India.

(Cs |

Srinivasa Kumar Yerchuru heads the
Industry Advisory Group for TCS'Banking,
Financial Services and Insurance (BFSI)
business unit. He has 27 years of experience
across consulting, solution development and
implementation in the BFSI industry. He has
wide experience in leading multi-million dollar
industry transformation programs from
concept to go-live in capital markets and
iInsurance domains spanning across
depositories, pension funds, asset
management, global custody and investment
banking. Srinivasa holds a Master’s degree in
Engineering from the Indian Institute of
Science, Bangalore, India, and is an alumnus
of the University of Michigan — Stephen M.
Ross School of Business, Michigan, USA.

TATA
CONSULTANCY
SERVICES



TATA

lc:b' ‘ CONSULTANCY
SERVICES

Contact

For more information on TCS’' Banking & Financial Services,
please visit https://www.tcs.com/banking-financial-services

Email: bfsimarketing@tcs.com

All content / information present here is the exclusive property of
Tata Consultancy Services Limited (TCS). The content / information
contained here is correct at the time of publishing. No material from
here may be copied, modified, reproduced, republished, uploaded,
transmitted, posted or distributed in any form without prior written
permission from TCS. Unauthorized use of the content / information
appearing here may violate copyright, trademark and other
applicable laws, and could result in criminal or civil penalties.

Copyright © 2020 Tata Consultancy Services Limited

PURPOSE-DRIVEN RESILIENT ADAPTABLE





