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Mentioning the word 
InsurTech to someone in the 
industry will evoke a range 

of thoughts and feelings. There are 
still debates on what InsurTech really 
means, let alone what the implications 
are for the industry. Some insurance 
executives think that the main effects 
of InsurTech will be disruption and 
competition, while others see the 
potential for partnering and the 
related opportunities. Others believe 
that the whole InsurTech movement 
only applies to the large global or 
national carriers. Which scenario is 
the true? What is the current state 
of the InsurTech movement? And 
what does it mean for regional and 
small carriers? Strategy Meets Action 
(SMA) has been conducting research 
and advising insurers since the new 
InsurTech wave began a few years ago. 
It may be useful to start with a 
definition. Our definition, which we 
believe reflects the thinking of many 
in the industry, is as follows:

“InsurTech refers to relatively recent 
startup companies enabled by digital 
strategies, advanced technologies, 
and innovative thinking designed 
to enhance, change, and potentially 
disrupt the current insurance industry 
model. They may be organized as tech 
companies, digital agents/brokers, or 
greenfield insurers.” 

The InsurTech wave began in earnest 
about three to four years ago as an 
offshoot of the FinTech movement. 
It started with a bang and new 
developments are occurring literally 
every day. SMA is now tracking well 
over 1,200 Insurtech startups that 
fit this definition. Billions of dollars 
are being invested in these startups, 
and hundreds of partnerships have 
already been established. The key 
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question becomes: What are all these 
InsurTechs doing? And the answer, as 
it turns out, is quite a lot. InsurTech 
is already having an impact on the 
industry as many insurers consider 
these developments in their strategies 
and take overt actions related to 
InsurTech. Before discussing what 
the InsurTechs are doing — or what 
types of business problems and 
opportunities they are addressing — a 
review of the demographics is in order 
to identify the types, locations, and 
general categories of these new firms. 

Types of InsurTechs

Of the 1,200 plus InsurTechs around 
the world, approximately 750 are 
relevant for the property/casualty 
insurance industry, and half of those 
are based in the United States. And 
many of those not in the U.S. currently 
aspire to enter the U.S. market. Any 
way you look at it, there are a lot of 

new startups out there with an eye 
on the insurance industry. There is 
little doubt that many of these will 
ultimately fail — it’s the nature of 
the startup world. But there are also 
many that will be successful and have 
an important impact on the insurance 
industry. In fact, some already are. 

Organizationally, about 25 percent 
of the InsurTechs are formed as 
some type of insurance entity — 
agent/broker, MGA, or insurance 
carrier. The majority of those are 
in the distribution space. Most of 
the greenfield insurers are ventures 
launched by incumbent insurance 
companies — very few are started 
independently. For example, 
Lemonade gets a lot of press as a new 
insurance company, but there are 
actually few pure carrier startups, and 
we predict that it will remain that way. 
Many InsurTech founders we have 
worked with do not want to deal with 
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the levels of regulation and capital 
that are required for carriers, nor do 
they want to underwrite the risk. 

To understand what business areas 
and opportunities InsurTech firms 
are focusing on, SMA developed the 
framework shown in Figure 1, which 
sorts the InsurTechs into six big buckets, 
with the Connected World category 
further divided into four areas. 

The largest two categories in terms 
of the number of InsurTechs are 
the Distribution Disruptors and 
Connected World firms. About one-
quarter of all the InsurTechs are in 
each of these categories, accounting 
for roughly half of all the startups. 
Around 15 percent are Digital Data/
Analytics companies, leveraging new 
sources of data and technologies like 
big data and artificial intelligence 
to provide new capabilities for 
marketing, underwriting, claims, or 
other areas. The remainder is divided 
among the greenfield insurers, 
companies specifically focused on 
P&C claims, and finally an area we 
call New Breed Solutions. Those 
labeled as New Breed Solutions may 
be in areas like new core systems 
solutions, or they may be solutions 
that cover a wide spectrum of use 
cases for different lines of business 
and different areas of the value chain.
It should also be noted that there is a 
distinction between what SMA calls 
“Pure” InsurTech and “Extended” 
InsurTech. The Pure InsurTechs focus 
exclusively on the insurance industry, 
while Extended InsurTechs may sell 
solutions direct to consumer or to/
through other industries. Examples 
of the Extended InsurTechs are those 
with smart home or connected vehicle 
technology. Even though they are 
not focused exclusively on insurance, 
these companies are highly relevant 
for insurers. And insurers are already 
investing in and partnering with them. 

Insurer Plans and InsurTech

The important question is what are 
insurers doing about InsurTech? What 
kind of strategies, plans, investments, 

and projects are underway? The global 
and national insurers are “all in” when 
it comes to InsurTech. Most of the 
large players have separate venture 
capital arms making investments in 
InsurTech, many have established 
formal partnerships with InsurTech 
companies, and a wide range of 
projects are underway. Between 
30-50 insurers around the world have 
established separate, public venture 

participate in this movement, or is 
it a better strategy to see how things 
develop and let the dust settle before 
engaging? It turns out that a wide 
range of insurers are now actively 
considering InsurTech as part of the 
business strategy. Insurers under $1B 
and even some under $250M (what 
SMA terms Tier 4) have specific plans 
or projects underway. As might be 
expected, the percentage of insurers 
active in InsurTech is directly 
correlated to size — the smaller 
the insurer, the less likely they are 
to be involved with InsurTech. 
For example, 45 percent of Tier 1 
insurers (over $5B) are investing in 
InsurTech in some way, while only 
8 percent of the Tier 4 companies 
are doing so. Regarding greenfield 
insurance ventures, 44 percent 
of Tier 1 companies have either 
launched an insurer startup or are 
contemplating one, versus 11 percent 
for insurers under $250M. Still, it is 
remarkable that some of the smaller 
companies are actively engaged, and 
the participation is likely to increase 
over the next few years.

It is important to note that InsurTech 
strategies are typically driven by 
senior business executives. Boards 
have also become quite interested 
in the movement and are asking the 
senior teams about their strategies. 
CIOs certainly have an important 
role as part of the senior team, 

funds especially aimed at investing 
in InsurTech. Although most of these 
are very large companies, a few are in 
the $1B range. In most cases, there is 
a specific business strategy related to 
InsurTech as the big players see the 
potential to reshape the industry and 
capitalize on changing times. 

What about the vast majority of P&C 
insurers in the U.S. that are under 
$1B in premium, or even the many 
small farm mutuals that are under 
$100M? Are they participating in the 
InsurTech boom? Do they need to 

Realistically, 
the smaller the 

insurer, the more 
challenging it 
is to actively 

participate with 
InsurTechs.
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but InsurTech is fundamentally a business strategy play, 
not a technology project. Again, this is not limited to the 
large companies — senior executives and boards for small 
companies are interested in understanding how InsurTech 
will affect their business and what strategies and funding (if 
any) should be put in place. 

Perspectives on Insurer Size

Realistically, the smaller the insurer, the more challenging 
it is to actively participate with InsurTechs. Many are in 
the throes of core systems modernization initiatives 
which, by their very nature, engulf the whole company, 
span multiple years, and require substantial funding. SMA 
Research indicates that 89 percent of P&C insurers under 
$1B in size are somewhere in the midst of core systems 
modernization efforts. Many companies are in the final 
stages and looking to future initiatives, but there are still 
plenty of companies (especially those under $250M) that 
are in the earlier stages of upgrading or replacing their 
policy, billing, or claim systems. 

Although incorporating InsurTech into strategies should 
be business-led, the execution of InsurTech partnerships 
and projects naturally has a high dependence on IT 
department resources and capabilities. When important 
projects such as portals, business intelligence, or 
automated underwriting solutions are added to core 
systems, the average small-insurer IT department tends 
to be very busy. Therefore, it is encouraging that some 
regional and small mutual insurers are proactive when it 
comes to InsurTech. Those that have completed their core 
systems modernization journey have a leg up on others, 
with a modern platform that makes it easier to partner 
and resources that are freed up for new initiatives.  

Recommendations for Regional and Small Insurers

The most important advice for insurers of all sizes is to 
recognize that InsurTech is important, it is not going 
away, and your competitors are going to leverage new 
capabilities. At a minimum, it is vital for even the smallest 
insurer to be aware of the trends, developments, and 
types of new solutions and companies that are in the 
marketplace. Other actions are also important for insurers 
to consider:  

• Align with business strategy: It is not necessarily 
important or even realistic for smaller insurers to make 
direct investments, but selecting strategic new partners 
that align with business strategies will become more 
important over the next few years.

• Remember the MatureTech companies: Existing 
technology partners from established technology 
companies (what SMA calls MatureTech) are also 
innovating and bringing new solutions to market that 
leverage digital capabilities and emerging technologies. 
Don’t rush to the InsurTechs if a current partner can 
address your needs. 

• Monitor emerging technologies: Taking advantage 
of new technologies and trends does not necessarily 
require a partnership with an InsurTech company. It is 
important to follow the emerging technologies that can 
have the most potential impact on your organization 
and consider the implications. For example, new 
technologies like robotic process automation (RPA) or 
chatbots might provide high value for your organization. 

Many speak about the disruption coming to the industry 
due to InsurTech and emerging technologies. It is evident 
that major transformation will occur in the insurance 
industry, but rather than disrupting current companies and 
models, the new movements are more likely to contribute 
to a stronger industry. Partnering between established 
insurers and new players can result in a convergence of 
the strengths of today’s insurance industry with the new 
capabilities available in the InsurTech world.  

Mark Breading, a Partner at SMA, is well known for his 
perspectives on innovative uses of technology in insurance and the 
future of the insurance industry. His specialty areas include the 
customer experience, InsurTech, emerging technologies, and digital 
strategies. Mark assists both insurers and tech companies with 
forward-thinking strategies and plans for success in the digital age. 
Exclusively serving the insurance industry, Strategy Meets Action 
(SMA) is an advisory services firm offering retainers, research, 
consulting, events, and innovation offerings to both insurance 
companies and solution providers. Learn more about SMA at 
www.strategymeetsaction.com.  

Mark can be reached at mbreading@strategymeetsaction.com or 
614.562.8310. Follow Mark on Twitter @BreadingSMA.   

able to hear their position at our general session at the annual 
meeting in Phoenix, but the draft has not substantially 
changed and infringes on legislative prerogatives. 

Historically, the ALI has done good work restating existing 
law. This goes far beyond that.   

NCOIL
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NCOIL. Good luck and thank you for spending a few 
minutes with us today.

JR: It was my pleasure.  We hope that you and your readers 
feel welcome to attend any of our meetings in 2018 and 
would be happy to see you in Atlanta in March.     

InsurTech
    continued from page 11


