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DIGITAL TRANSFORMATION THEMES FOR PERSONAL 
LINES

Digital transformation initiatives and projects continue to move forward in personal lines, although a small 
percentage are pausing to absorb the impacts of 2020 and the pandemic.  

Expanding policyholder self-service capabilities are easily the top focus area for digital projects in 2021.

Aside from the self-service projects, which represent customer-driven transformation, most of the project 
focus is on operations-driven transformation.

Foundational activities remain important, with modernization of core systems near the top of the list followed 
by an ongoing focus on eliminating paper and manual handoffs. 

Innovation continues, but the energy and investment are decreased from 2021, except for a subset of leaders 
that continue to push broad-based innovation for new products, business models, and new channels. 

Overall, most personal lines insurers fared well during the pandemic, as behavior and usage patterns tended to 
result in fewer claims. A troubling development was that claims severities (especially in auto) increased even as 
frequencies were down. In 2021, personal lines companies are balancing the need to address digital gaps exposed 
during the pandemic and digital projects that are more innovative and transformative in nature. 

SMA predicts that even those that planned to pause digital transformation or focus only on tactical projects 
will resume more innovative and aggressive transformation as the year progresses and the pandemic slows 
down. 
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DIGITAL TRANSFORMATION IN THE MIDST OF  
THE PANDEMIC
The digital transformation of personal lines insurance has continued throughout the pandemic, although some 
rethinking and project reprioritizations have taken place. The events of 2020 (extending into 2021) have accelerated 
certain digital projects that were on the roadmaps of most insurers before the pandemic but may have been a few 
years away. But the new world of digital demands from policyholders, agents, and employees has driven the need 
to reduce paper and manual processes, increase self-service capabilities, and support insurance activities remotely. 
Other tech projects and priorities have been reordered or paused so that resources and funding can be reallocated 
to support the high-priority digital projects. 

Digital transformation can be considered an overarching theme of the P&C insurance industry. Although the term 
“digital” brings technology to mind, the move to digital in society and business affects customer demands, risks, 
insurance products, and every aspect of the insurance operation. The digital projects profiled in this report have 
broad implications for employees and their roles, operational processes, interactions with partners, and most of all, 
the way customers are serviced. This SMA research report reveals the plans for twelve critical projects that enable 
digital transformation.    

The State of Digital Transformation 
As indicated in Figure 1 below, digital transformation continues across the personal lines sector, although there 
is some retrenchment from a small percentage of companies. In 2020, 100% of all companies had significant 
activity for digital transformation, with half broadly deploying their transformation program across the enterprise. 
In 2020, there are 6% that experienced negative effects from the pandemic and slowed down or paused digital 
transformation. Our expectation is that after a pause, all companies will again be moving forward full steam ahead 
with digital transformation. 

Figure 1. Personal Lines Insurer Plans for Digital Transformation

Developing Strategies Initial ImplementationNo Plans Broad Deployment

Digital Transformation

19% 31% 50%

8% 19% 31% 42%

2021

2020

One of the best ways to further investigate the state of digital transformation and gain more insights into the stages 
shown in Figure 1 is to explore the SMA Digital Maturity Model and the specific digital projects that enable various 
dimensions of the digital transformation.  

Source: SMA Research, 2021 Insurance Strategies and Priorities, n=62
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THE SMA DIGITAL MATURITY MODEL
There are as many paths to digital transformation as there are insurers. Each is unique based on the product 
mix, distribution strategy, culture, and state of the company’s systems and data. However, SMA has developed a 
framework for assessing digital capabilities that insurers are using successfully. The framework, illustrated in Figure 
2, is a starting point for understanding an insurer’s orientation in the digital journey and evaluating and prioritizing 
current and planned digital projects.  

Figure 2. The SMA Digital Maturity Model
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The Digital Maturity Model has three dimensions that are important to understand:

1. THE STAGE OF THE DIGITAL JOURNEY (THE CIRCLES)

The first stage of the digital journey is all about digitizing assets. This has been underway for decades in personal 
lines – various forms, documents, and communications have gradually shifted from paper and manual to digital 
content and workflows. Most insurers are currently in the second stage: digital experience. Here, the effort is 
devoted to providing digital capabilities for policyholders, agents, and employees in the context of their individual 
journeys. The objective is to create improved experiences in their interactions and transactions. The final stage 
is digital transformation. Few insurers are at that stage since it implies a fully digital enterprise that is able to 
respond rapidly to market opportunities, spin out new products, launch new business models, and capitalize on 
innovative technologies.

2. THE PRIMARY FOCUS OF THE DIGITAL TRANSFORMATION (THE X-Y AXES)

Historically, the industry has been operationally focused (the X-axis) – taking an inside-out view for strategies and 
plans. The attention is on being more efficient, reducing costs, satisfying regulations, and effectively delivering 
on the insurance promise. In recent years, more insurers have become focused on customer experience (Y-axis), 
taking an outside-in view to drive strategies and plans. The best approach is to find the right balance of the 
customer experience and operational experience orientations.  

3. THE NATURE OF THE TRANSFORMATION (THE 4 QUADRANTS) 

The four quadrants created by this 2X2 grid represent four approaches that are being taken by personal lines 
insurers. Every insurer will have projects in all the quadrants, so it is a matter of where the most emphasis is placed. 
A customer-driven transformation (upper left quadrant) prioritizes digital projects that provide new capabilities for 
customers (which may be policyholders or agents). An operations-driven transformation (bottom right quadrant) 
focuses on strengthening the foundation with modern core systems, business intelligence, and technologies that 
improve internal operations. The upper right quadrant is called innovation-driven transformation and is dependent 
upon progress in all other quadrants. In this area, insurers leverage digital platforms, transformational technologies, 
and InsurTech partners to supercharge their transformation.

The projects that are the focus of this research are in the three transformational quadrants. Activities in the 
business-as-usual quadrant remains important – indeed, they are foundational and create the platform upon which 
other more transformational capabilities can be built. However, these types of projects have been underway for 
some time and are well-known by the industry – which is why they are considered business-as-usual. 
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OVERALL PROJECT PRIORITIES FOR DIGITAL 
TRANSFORMATION
SMA asked insurance executives about their digital project priorities for 2021. Figure 3 shows the percentage of 
insurers planning to invest in these capabilities this year. 

Figure 3. Project Priorities for Personal Lines Digital Transformation (Percent of Insurers Citing)
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Source: SMA Research, 2021 Insurance Strategies and Priorities, n=62

64%

Eliminating paper inbound and outbound

Expanding policyholder self-service is easily the number one digital project being undertaken by personal lines insurers. 
Most insurers already had some level of self-service capabilities, but the pandemic exposed gaps and created new 
demands from customers, driving a need to further enhance these capabilities. The core systems modernization also 
continues, with almost two-thirds of insurers at some stage in their journey. Many have implemented one or more 
components – such as policy or claims – and are moving on to complete the modernization of the entire core platform. In 
addition, many that have recently implemented new systems are continuing the rollouts to new states and new product 
lines. Ultimately, modernizing core systems remains critical as a foundation to enabling digital transformation.

Projects to reduce or eliminate paper and manual handoffs continue and are likely to be a priority for years to come. 
And the digital platforms and modern portals also play a key role in enabling digital interactions with policyholders, 
agents, employees, and claimants. 
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DIGITAL TRANSFORMATION IN PERSONAL LINES
Another way to assess the progress and plans for digital transformation is to analyze the project plans in the context 
of the Digital Maturity Model. In Figure 4, the projects that best support each of the approaches to transformation 
for personal lines insurers are represented within the quadrants of the model. 

Figure 4. Digital Projects for Personal Lines Insurers
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The pandemic has raised the profile of customer-driven digital projects, especially self-service portals. Most personal 
lines insurers already had mobile apps, websites, and agent portals that were adequate to service requests, but a 
subset have identified new requirements in the past year and are working on upgrades. Aside from the major focus 
on self-service and upgrades to these other customer-facing capabilities, most of the project focus is on operations-
driven transformation. Core systems modernization projects in flight continue on, while improving data/analytics 
capabilities remains central to digital transformation, as does enabling more collaborative workflows. 

There has been a scaling back of some of the more innovative, future-focused projects among many insurers, 
although leaders continue to aggressively pursue projects related to transformational technologies and digital 
platforms. Any insurer that did not already have robust digital payment capabilities scrambled to implement them 
in 2020, with a few stragglers planning for 2021 implementations. Overall, the picture of digital transformation for 
personal lines shows a mix of activities across the quadrants in the maturity model, with a steady progression from 
focusing on digitizing assets to digital experience, and ultimately to more comprehensive digital transformation.  
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SMA CALL TO ACTION
Digital transformation in personal lines is underway, and continued progress is inevitable. Any personal lines insurer 
that pauses or retrenches their digital projects for too long runs the risk of falling too far behind their competitors. 
More importantly, they run the risk of being abandoned by their distribution partners who are likely to migrate to 
carriers that provide more digital capability. They are also in danger of being deserted by customers looking for 
more digital ways to secure coverage, manage their policies, and submit claims. 

SMA’s recommendations for insurers pursuing digital transformation are as follows:

CREATE A “NORTH STAR”: Start by assessing scenarios for the future and creating a vision of your digital 
enterprise of the future. 

REALISTICALLY ASSESS CURRENT DIGITAL CAPABILITIES: Recognize that competitors are moving forward 
and demands from agents and policyholders are rapidly changing. Assess your digital capabilities across the value 
chain in the context of expectations for today and the future.

MAINTAIN THE FOCUS ON THE FOUNDATIONAL CAPABILITIES: Balance investments in customer-oriented 
capabilities and new innovations with the need to strengthen core systems, data/analytics, and automated workflows. 

UNDERSTAND THE SHIFTING DISTRIBUTION LANDSCAPE: There are many options for InsurTech distribution 
partners in personal lines, creating new digital on-ramps, new affinity relationship possibilities, and new innovative 
products. 

FOCUS ON DATA: New data sources are available for pre-fill and for providing new insights and analytics to 
enable straight-through processing for both underwriting and claims. Evaluate current data sources and capabilities 
regarding how they might be supplemented with new options. 

EVALUATE DIGITAL PLATFORMS: Create a plan to migrate from existing siloed digital projects to a broader 
platform approach. 

2021 may turn out to be as unpredictable as 2020. And determining the scenarios for 2022 and beyond will be 
tricker than ever. But the overriding theme is that digital transformation will press forward, affecting every aspect 
of our lives and the business world. Personal lines insurers must aggressively upgrade digital capabilities to serve 
their agents, policyholders, employees, members, and shareholders.  
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ABOUT STRATEGY MEETS ACTION
At Strategy Meets Action, our clients advance their strategic initiatives and accelerate their transformational journeys 
by leveraging our forward-thinking insights, deep vendor knowledge, and vast industry expertise.

The business benefits from an engagement with SMA are:

Clarity on Strategy: Gain an outside-in perspective on trends relevant to your strategies and plans.

Transformational Focus: View your strategic initiatives and investments through a transformational lens.

Informed Decisions: Obtain business and technology insights aligned to your strategies, focus, and investments.

Strategy Meets Action, a ReSource Pro company is an advisory firm that works exclusively with insurers and vendors 
in the P&C market, offering advisory retainers and project-based consulting services. 

Click here for www.strategymeetsaction.com. 

Use of Our Reports
The entire content and context of this research report is subject to copyright protection, with all rights reserved. 
Reproduction or distribution of the report, in whole or in part, without written permission is not allowed. The 
material and observations contained in this publication have been developed from sources believed to be 
reliable. SMA shall have no liability for omissions or errors and no obligation to revise or update any data or 
conclusions should new information become available or future events occur. The opinions expressed in this 
report are subject to change without notice.
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