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For digital insurance success in the insurance market of the future,

it is imperative that insurance CIOs address talent issues that have

been previously overlooked. Filling skills gaps, empowering

knowledge workers and managing knowledge transfer will be

critical success factors for 2021.

More on This Topic
This is part of an in-depth collection of research. See the collection:

Overview

Key Findings

Over 100 Data and Analytics Predictions Through 2025■

While focus on 2020 and early 2021 will be on task-based or simple process

automation, it will shift in 2021 and beyond to include complex processing that will

require a new approach. This could include methods such as empowering

knowledge workers through the use of advanced technology such as artificial

intelligence (AI).

■

Roles such as chief digital officers will shift drastically to identify and address the

needs of the postpandemic environment.

■

As insurers shift their current focus from innovation to cost optimization, there will

be a ripple effect on staffing and talent management that must be addressed.

■

Insurers’ refocus will need to tackle talent gaps and find new ways to attract talent to

the industry through recruitment and/or acquisition (including on insurtechs).

■
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Recommendations

As insurance CIOs responsible for financial services digital business strategy and

innovation, you should:

Strategic Planning Assumptions
By YE24, investment in AI-enablement of knowledge workers will rise by 40% as insurers

shift from automation to human support initiatives.

By YE22, 75% of chief digital officers will shift focus to tactical initiatives aimed at

automation and process optimization.

By YE22, insurers’ lack of investment in speculative game-changing technologies will have

caused the closure of 40% of innovation hubs and labs.

By YE23, insurtech acquisitions will be driven by the need to buy talent and boost

innovation, but 70% will fail to do either.

Rethink and recalibrate knowledge worker tasks by using workshops to determine

the role of humans and machines.

■

Align digital strategies by reevaluating them against new market needs that focus on

more tangible returns, especially around automation, intelligence, ecosystem

integration, virtual employees and customer experience needs.

■

Deliver value from IT initiatives by designing a portfolio for your innovation

hub/team that delivers value across different horizons, not just on one, with short-

term payback cycles.

■

Evaluate the maturity of your enterprise architecture and technology innovation by

using Gartner’s IT score for innovation and Gartner’s research on essential skills  for

emerging technologies to identify key gaps that could be filled by insurtech

acquisitions.

■

This research note is restricted to the personal use of teyler@vitechinc.com.
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Analysis

What You Need to Know

Managing and responding to talent concerns will become a major issue for insurers in

2021 and beyond. For a few years, insurers have driven their IT investments based upon

business cases. Instead, they should be considering the skills and talent required to

maximize technology’s effectiveness around these use cases, as well as the long-term

widening of the talent gap. In addition, COVID-19 has forced many insurers to shift their

focus to automation to speed up (and replace) human-based tasks.

However, while this approach results in faster processing and reduced costs, it may not be

sustainable. Depending on how fast it happens, it could actually injure the company in the

short term as well as the long term. This is especially true when the human element is part

of the customer experience and required to “wow” the customer. For example, the role of

the customer should be considered in complex claims processing, not only in personal

lines, but in commercial lines as well, where a combination of good people and

technology is the best answer.

Even before COVID-19, the media had been flooded by stories of a talent shortage across

the insurance industry. 1,2 Many studies  have also cited the talent shortage that insurers

will face due to aging workers retiring, lack of new talent coming into the industry and the

fact that younger workers do not seem to find the industry particularly attractive. 3 This

will become a serious problem, since company growth has been a consistent priority for

business CEOs year over year (see Figure 1). 4

This research note is restricted to the personal use of teyler@vitechinc.com.
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Figure 1. Top Business Priorities

The key difference is the path that each company will take to grow. Digitalization is likely

to demand that new skills be gained in specialized areas such as data science, while other

departments, like data entry, will be eliminated.

As Figure 1 illustrates, “workforce” ranks rather low on the list of business priorities. Many

insurers have not built strategies to address the coming talent crisis, while others had

begun, before 2020, to use a range of automation solutions to fill gaps. These gaps may

be in customer service or other processing areas, where shortages are a result of not

having the right number of people for low-skilled tasks. For example, these tasks could

include using robotic process automation (RPA) for paper processing or data entry. A

different approach is needed, however, for knowledge workers such as underwriters and

actuaries. The skills for these roles require education and training and cannot be easily

replaced with technologies.

Here are three key areas we believe insurers will be wrestling with globally, albeit the extent

and severity will vary by geography and line of business:

Unexpected Optimism and Predicted Industry Growth

This research note is restricted to the personal use of teyler@vitechinc.com.
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Despite a number of challenges, including aging populations, lower birth rates and — of

course — the economic downturn caused by COVID-19, we expect the insurance industry

to grow. This prediction is based on interactions with clients, industry articles and

inquiries. For example, many developing markets, especially in Asia, are experiencing

stronger growth and a growing middle class. Market dynamics in many of these countries

are favorable to insurers. Regions with growing populations, such as Africa, may open

new markets for insurers. 5

There Will Be a “War for Talent”

According to the most recent Jacobson Group and Ward Insurance Labor Market study,

48% percent of U.S. insurers plan to increase staff in the next 12 months, driven primarily

by the personal lines P&C segment. Technology, underwriting and analytics roles are

expected to grow the most in the next 12 months. 6 In fact, according to  ZipRecruiter data,

insurance claims adjuster jobs have increased by 212%. 7 Insurers must identify the right

range of technologies and bring them together to deliver business goals.

While there will be a lesser need for some roles as technology augments or replaces them,

certain knowledge workers, such as underwriters, will be a hard-to-find talent in the future.

Others may retire or leave the company. Many of these staff, both in business and IT, will

have essential (and often undocumented) intellectual property of the company’s

operations that may leave with them. Ensuring knowledge management, as these

resources leave the company, will be critical.

Recruiting younger resources will also be difficult. Deloitte found in its 2018 survey, “The

Future of Talent in Insurance,” that only 4% of millennials had a desire to work in the

insurance industry. 8 Finding suitable resources will be difficult without radical

organization and career changes. This will drive more diversity in the workplace as

companies try to attract new talent with different backgrounds.

Filling Skills Gaps and Improving Productivity Are Essential

Finding the right resources is mandatory for insurance CIOs. The industry must find talent

(or train existing staff) to fill knowledge gaps, especially around digital and emerging

technologies such as AI/machine learning (ML), innovation lab management/support and

cloud skills (see Figure 2). These were the top talent gaps cited by insurance CIOs,

according to the 2021 Gartner CIO Survey. 9

This research note is restricted to the personal use of teyler@vitechinc.com.
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Figure 2. Top Talent Gaps Cited by Insurance CIOs

Often these are high-demand jobs where insurers will be competing for talent against

other industries. Making the organization more attractive for new talent and younger job

entrants is essential in overcoming this challenge. One advantage that the industry has

for potential workers is its relative stability compared with more volatile industries, such

as travel and food and beverage. In addition, until COVID-19 is well behind us, many

recent college graduates are saddled with student loan debt and other challenges that

may cause them to consider jobs and industries they might not have been interested in

previously.

Beginning in 2021, Gartner predicts that industry conditions will push CIOs to look beyond

automation to find the right technologies to support complex, human-based tasks and

address resource issues that have reached a critical point during 2020. For example, this

could include shifting skills from innovation to cost optimization, a shortage of skills in

innovation areas and management repositioning for corporate initiatives such as digital

strategy execution.

This research note is restricted to the personal use of teyler@vitechinc.com.
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Strategic Planning Assumptions

Strategic Planning Assumption: By YE24, investment in AI-enablement of knowledge

workers will rise by 40% as insurers shift from automation to human support initiatives.

Analysis by: Kimberly Harris-Ferrante and Laurie Shotton

Key Findings:

Market Implications:

As insurers continue to respond to COVID-19, they are focusing less on innovation and

more on cost optimization and cost cutting. Indeed, the pandemic has revealed an

absolute need for these technologies to continue to conduct business, breaking down

barriers and increasing acceptance of automation. The economic aftermath of COVID-19

is also giving rise to the need for automation to enable greater efficiencies and drive down

the cost of business operations. Automation is now in its heyday, as companies look more

closely at conducting faster and cheaper transactions using a range of automation tools

like RPA, low code/no code, business process management (BPM) and solutions that

embed AI into their logic.

Focusing on cost optimization among P&C and life insurers will accelerate the use

of automation and AI tools to drive efficiency and cost optimization in 2020 and

2021.

■

As time passes, insurers will realize that no-touch and autonomous processing will

answer only one aspect of their business vision and not address all of customer

needs (such as customer servicing for complex products). As a result, they will seek

other ways to use AI and automation for greater business impact in more complex

areas, and in those areas that require human-based roles.

■

In 2023 and beyond, insurers will look to leverage AI to empower more complex

decisioning, including the support of knowledge workers throughout their

organization.

■

Insurance companies are on a path toward hyperautomation and a belief that

“anything that can be automated will be automated.”

■

This research note is restricted to the personal use of teyler@vitechinc.com.
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Interest and investment in automation technologies have been rising among insurers for a

while. According to a Gartner study conducted in April 2020, 65% of financial services

CIOs and IT leaders stated that they are planning to increase their spending in automation

techs in 2020. 10 Although the maturity of automation is still in its infancy, they are

concentrating on simple task automation and, in some cases, adoption of end-to-end

process automation. The utopian ideal for insurers is to fully automate processes in areas

such as claims and underwriting to remove the manual intervention that increases

process costs and reduces SLA achievement. Gartner has found that organizations that

have deployed two or more hyperautomation technologies are 1.7 times more likely to

exceed expectations on their business goals, as compared to organizations that have

deployed only one of such technologies. It’s through these combination of tools wider

spread benefit can be achieved. 11

For commodity products and processes, simple automation tools such as RPA, BPM and

low-code/no-code solutions will, in isolation, drive efficiencies by removing the drudgery

and repetitive tasks from humans or by creating value-adding new capabilities. For

instance, this could include using RPA to define an algorithm that reorders a call center

staff’s work queue to win back renewal cases. However, for more decision-driven and

complex rule-driven processes and product lines, such as in life and commercial

insurance, these simple technology deployments will not be enough.

Instead, these companies must take a different approach — one that is targeted at

reducing staff work through improved automation, plus empowering skilled knowledge

workers with tools to make them more accurate, productive and efficient.

As automation adoption and maturity grows and insurance organizations become more

familiar with applying this technology, Gartner expects growth in enterprises that are

scaling automation toward hyperautomation, driven by experience and resources. These

enterprises are dedicated to the initiative increasing, and wider benefits being realized

beyond simple cost savings (such as improved SLAs, customer satisfaction, and overall

efficiency and productivity improvements). Insurance CIOs must consider expanding

technologies and skills to build a toolbox of automation technologies that incorporate AI

to facilitate wider adoption of automation. For example, this might include enabling

automation in the core processes where knowledge workers remain — such as

underwriting, claims, special investigative units (SIUs), actuarial, sales and the call center.

Leveraging AI-based solutions that support natural language processing (NLP), ML,

anomaly detection and advanced modeling will be key in helping analyze traditional and

new types of data to improve business outcomes.

This research note is restricted to the personal use of teyler@vitechinc.com.
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To adjust to a postpandemic world, by 2024 insurers must roll out technology to support

knowledge workers, while also addressing challenges such as fear of job replacement.

Building out new recalibrated processes that combine technology with human-based

decisioning is essential for long-term survival in most insurance lines of business.

Adapting processes and facing cultural issues will take time as this strategy is

implemented. If done correctly, however, insurers can realize many benefits, including:

Recommendations:

Faster, more accurate decisioning■

Consistency across knowledge workers, as decisions are supported through

technology and best practices can be replicated

■

Higher productivity per employee■

Higher customer satisfaction resulting from improved SLAs■

Cheaper decisioning, as simple decisions are automated and knowledge workers

spend less time per decision

■

Ability to identify new product needs and get to market faster■

Risk avoidance and loss reduction by using machine language to identify patterns■

Establish and fund an automation center of excellence (COE). This COE should

include a small group of individuals who, collectively, have a variety of insurance-

relevant skills such as deep business knowledge, analytical and process mapping

skills, problem solving, relationship management, technical skills and IT governance

experience.

■

Audit your existing technology portfolio to identify technology gaps by documenting

and categorizing your software portfolio against Gartner’s list of hyperautomation

technologies.

■

Start acquiring a portfolio of complementary automation tools so that each process

can be redesigned for optimal customer and employee performance, rather than

focusing on implementing just one particular technology across processes.

■

Rethink and recalibrate knowledge worker tasks to determine the role of humans and

machines by using workshops to reimagine processes based on business success

factors.

■

This research note is restricted to the personal use of teyler@vitechinc.com.
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Related Research:

Cool Vendors in Insurance

Life Insurance CIOs Need a Winning Vision for Underwriting

How Automation Will Change the Future of Work in Financial Services

Addressing Employee Resistance to Automation in Financial Services

10 Most Common Mistakes in Financial Services Automation Initiatives

Tool: Banking and Insurance Use Cases to Drive Hyperautomation

Infographic: Artificial Intelligence Use Case Prism for the P&C and Life Insurance Industry

Innovation Insight for Artificial Intelligence in Life and P&C Insurance

Analysis by: Kimberly Harris-Ferrante and Richard Natale

Key Findings:

Market Implications:

Address potential employee fears and backlash by implementing a “show, don’t tell”

approach, and by crafting any communication plans that focus on career

development opportunities.

■

During the last few years, insurance chief digital officers (CDOs) have increasingly

shifted their focus from process optimization to business model transformation,

adding more strategic focus to their strategies.

■

COVID-19-related financial pressures will force insurers to become more cost-

conscious and focus more on cost optimization than digital transformation.

■

As a result, CDOs will have a more tactical role through 2023, solving fundamental IT

and business problems, and building scalable and resilient business foundations for

future change and disruption.

■
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Gartner research has found that COVID-19 has had a dramatic and negative impact on the

insurance industry, as seen in CEO announcements in early and mid-2020 (see Note 1). 12

As a result, insurance CIOs need to cut spending.

The 2020 Gartner CIO Survey found that IT budgets were planned to increase by 5.7% on

average. In 2020, the 2020 Gartner Emerging Technology Survey, which was conducted

during the pandemic, found that 62% were being more conservative than planned with

their IT investments. 13,14 The pandemic did not put insurance companies in a good

position to absorb a sustained, significant revenue decline that could last years.

In the months that have followed since the pandemic first hit, cost optimization has

become a mission-critical priority for IT leaders. Technology will play a major role in

business and IT in the insurance industry in driving growth, optimizing business

processes and driving new customer experiences, for example. Digital business decision

makers, especially CDOs, who identified cost optimization as a top three business goal,

have very high expectations that technology will have a major impact on their cost

optimization goals. 11

And where applied properly, digital technology, such as drones, Internet of Things (IoT)

and AI, are an effective tool in gaining cost efficiency (see Financial Services CIOs Should

Opt for Value Optimization Instead of Simple Cost Cutting and Being an Early Adopter in

Financial Services Can Pay Off to Drive Business Value).

So, it is no wonder that CDOs are shifting their focus to cost optimization. Pre-COVID-19

they spent their time assessing process optimization associated with growth and revenue

gains, and even business transformation. They were viewed as driving change and

building new ways to innovate even the oldest business processes. In this new market,

cost optimization is king. However, as cost optimization takes over, innovation is taking a

back seat, but insurance companies are really getting innovative at cost cutting. Insurance

CIOs are being forced to focus on projects that deliver a shorter ROI, to build resiliency into

their organization and to find ways to reduce IT costs. CDOs are finding that digital

strategies are not aligned with the new market needs — or ready to support the “new

normal” that will happen once the pandemic ends. The CDO role has changed; they are

being forced to focus more on building the foundation for agility and preparing the

company for future disruption, more so than driving digital transformation. Digital work

will continue, but will need a short-term ROI.

This research note is restricted to the personal use of teyler@vitechinc.com.
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This shift is not necessarily a bad thing, but it does change significantly the CDO’s role

and success metrics for digital strategies. Instead of looking at metrics such as revenue

growth, CDOs must explore metrics such as lack of downtime when disrupted, productivity

metrics or customer experience metrics around customer satisfaction or churn prevention.

CDOs will also need to work more closely with operations and technology to understand

technical disruption and enable automation, for example.

In addition, CDOs’ jobs were more strategic in the past, focusing more on transformation

than resilience and agility. In the short term, this will flip. To be successful, CDOs will likely

need to know how to do process mapping and reengineering, in addition to knowing the

business and technology. They will be a key driver of “running the business” more

efficiently through digital enablement than ever before, and responsibility for identifying

and overcoming operational challenges such as straight-through or no-touch processing.

Recommendations:

Related Research:

How to Increase the Chances of Success for Your Cost Optimization Initiatives

Life and P&C Insurance CIOs: COVID-19 Cost Optimization Action Plan

Analysis by: Laurie Shotton and Rich Natale

Key Findings:

Work with CDOs to help redefine this job role, and clearly outline new responsibilities

and the role’s impact on the IT organization.

■

Revisit existing digital strategies and realign them against new market needs,

especially around automation, intelligence, ecosystem integration, virtual employees

and customer experience needs.

■

Build new digital metrics to measure success; for example, productivity increases,

system performance, processing times, reduction in paper processing and customer

satisfaction.

■

Map cost optimization initiatives to digital strategies to ensure that you optimize

those investments for the best business outcomes.

■

This research note is restricted to the personal use of teyler@vitechinc.com.
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Near-Term Flag: The 2020 Gartner Emerging Technology Survey  — which was conducted

during the pandemic — found that 62% were being more conservative than planned with

their IT investments. 14 For example:

Market Implications:

Based on hundreds of interactions with our insurance clients we have observed that

insurance companies execute their innovation initiatives using a variety of centrally

funded methods, including, for example, dedicated innovation teams and partnerships

with vendors and academic organizations. Even before COVID-19, innovation labs were

struggling with a lack of ROI, siloed processes and an unclear path to production. The

COVID-19 pandemic has only worsened the situation. As a result:

Economic challenges in post-COVID-19 recovery and renewal will challenge

insurance companies’ investment in emerging technologies.

■

Insurance CIOs will be challenged to demonstrate early-stage monetization of IT

spending. This will require a switch from speculative innovation to purpose-driven

outcomes with tangible results, challenging the fundamental premise of innovation.

■

Innovation hubs or centers will either need to change focus or reinvent themselves,

or risk being closed as IT budgets are slashed and IT strategies revisited.

■

Approximately 25% of insurance respondents indicated that they were decreasing or

delaying investments.

■

An additional 37% of respondents said that they were delaying investments based

upon the current financial climate.

■

Insurance company spending on emerging technology will be curtailed significantly.■

Most midsize and large insurance companies will decrease or delay their technology

investments.

■

IT budgets will be stretched as enterprises become more cost-conscious.■

CIOs will have to be more selective in their IT spending decisions.■

This research note is restricted to the personal use of teyler@vitechinc.com.
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In addition, rather than wait patiently for a strategic longer-term defined ROI or

transformative outcomes, executive decision makers will focus on tactical ways to

optimize existing revenue streams and operational costs. As a result, innovation programs

that can physically continue despite remote work constraints may have to compete for

budgets on a more project-oriented basis rather than a centrally funded one.

Unfortunately, the strategic “build it and they will come” approach to innovation is highly

speculative. The approach that focuses on the “here and now” is decidedly purpose-driven

toward specific goals and objectives. Setting constraints on clear short-term targets will

hinder true innovation, which has been built based on the freedom to innovate or invent

with a lack of predefined targets or deliverables. Innovation hubs and teams will have to

reinvent themselves to apply technologies toward more tangible results that demonstrate

how technologies can radically change cost structure, customer experience and efficiency

with near-term results.

As a result of these changes, insurance company innovation hubs and dedicated teams

will need to become COEs — not only for technology, but for technology acquisition. And,

since digital technology is focused on solving a particular business problem (rather than

inventing something from scratch), insurance companies must change their IT operating

models to enable closer alignment with digital business product management teams.

They will also need to learn to coexist with people coming from an insurtech culture (see

Best Practices From Challenger Startup Insurance Companies: What You Can Learn From

Insurtechs).

Changing focus, approach, mission, and operating models will disrupt the innovation

organization. Those who are well-rounded and capable — savvy in both technology and

business processes — will thrive. Insurers will seek people who are focused on

partnerships, and those who can accelerate capabilities by buying and integrating new

capabilities into existing infrastructure. But there must also be a clear linkage to the

business to ensure that future-state infrastructure does not suddenly break everything the

innovation teams are doing. This will shift from a lab focus to an acquisition and tailoring

focus. Key skills include the ability to:

Piece together and integrate components using prebuilt solutions.■

Integrate and salvage vendors and solution providers in distress.■

Reskill backward to more proven technologies or switch to technologies that are

quicker and easier to deploy.

■

This research note is restricted to the personal use of teyler@vitechinc.com.

https://www.gartner.com/document/code/722685?ref=authbody&refval=


Gartner, Inc. | G00736126 Page 15 of 24

Skills and experience in automation, cloud, integration capabilities, process reengineering,

analytics, business knowledge, vendor evaluation and mergers and acquisitions (M&As)

will also be vital. As IT investment becomes more tactical rather than strategic, however, it

could have long-term negative consequences. Gartner sees that a digital chasm could

result, as those that keep strategic innovation hubs and teams will accelerate their digital

progress, and in the long run, outperform their more tactically focused competitors.

Recommendations:

Related Research:

Best Practices From Challenger Startup Insurance Companies: What You Can Learn From

Insurtechs

Tool: Banking and Insurance Use Cases to Drive Hyperautomation

Insurance CIOs: Bring Your Digital Business KPIs Up to Date to Measure IT’s Business

Value Contribution

Reevaluate your IT spending and determine whether an innovation center, hub, lab or

team can continue in a constrained budget environment, focusing on the practical

application of technology on immediate specific business issues such as cost

optimization or hyperautomation.

■

Deliver value from IT initiatives by designing a portfolio for your innovation

hub/team that delivers value across different horizons, not just on one with short-

term payback cycles (see Use 7 Dimensions of Innovation to Create Your Innovation

Perimeter and Portfolio).

■

Align your innovation hub/team with stakeholder needs by surfacing different

corporate leaders’ objectives, such as improving process SLAs or increasing self-

service in claims, and incorporating them into IT’s innovation planning process.

■

Reexamine the primary value drivers for your planned 2020 and 2021 innovation

programs by engaging business leaders post-COVID-19 and by adjusting your

innovation key performance indicator (KPI) targets accordingly.

■

Define a set of IT operating model design principles that guides the integration of

business digital product management into the IT innovation program by addressing

the issues of owner accountability, transparency and governance.

■
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Top Priorities for Insurance CIOs 2020: Prepare for Future Disruption

Culture Crush: Design Your Roadmap for a Culture of Innovation

Planning Successful Innovations in Times of Crisis

Use 7 Dimensions of Innovation to Create Your Innovation Perimeter and Portfolio

Analysis by: Manav Sachdeva, Venkatesh Padmanabhan and Sham Gill

Key Findings:

Market Implications:

Historically, M&As in the insurance industry have not been well-integrated, reflecting a

poor track record of facilitating intercompany synergies and optimizing insurance

offerings. There are very few instances where CIOs have successfully integrated acquired

products, services or technology solutions within their landscape. For example, Generali’s

acquisition of MyDrive Solutions, gave the insurer access to expertise in telematics

solutions and launch products and services to serve all segments and business units, but

MyDrive is still being run as a separate entity. 16 In most cases, skills, idea and culture

exchanges are overlooked. As a result, the acquired company typically continues to work

as a stand-alone, separate entity without being leveraged for its potential human,

innovation, management and technology benefits.

Most acquisitions (including insurtechs) in the insurance industry are not fully

integrated, minimizing the value that either organization gets in the process.

■

The global economic downturn from the COVID-19 pandemic has resulted in a

severe decrease in the number of investments in insurtechs, especially those in initial

stages of funding. 15 This has created an abundance of talent and innovative ideas

available for insurance companies to acquire and assimilate.

■

Acquiring insurtechs can serve a dual purpose by not only filling skills gaps, but by

bringing in innovative ways to leverage technology to disrupt traditional thinking and

business models.

■
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Insurance CIOs fail to deliver the powerful cocktail of combining the domain expertise of

an insurance company with the technology skills of an insurtech, causing an inability to

create innovative solutions for common insurance challenges, or fully exploit market

opportunities.

The global economic downturn from the COVID-19 pandemic has resulted in an

investment crunch for insurtechs, especially those in initial stages of funding. Over the

last few months, several established startups such as Oscar, Monto, LENDINGKART and

Metromile have laid off employees, indicating a lack of resilience. Recent funding

numbers from Willis Towers Watson, CB Insights and other industry sources also indicate

that the funding volume has dried up significantly compared to previous years. 17

Gartner’s financial services startup research, based on its database monitoring more than

2,600 startups, shows that 62% of startups not backed by incumbent financial services

players received no funding during the last 1.5 years. Hence, it’s possible that many

startups will run out of cash within the next 12 to 24 months — especially if the economic

situation doesn’t improve soon.

This scenario provides the potential for insurance companies to acquire and assimilate an

abundance of talent and innovative ideas available at attractive valuations and at lower

investment risk. The opportunity is especially timely since the insurance industry is facing

culture and capability gaps in the IT department, which is impacting their ability to

respond to disruption (see Top Priorities for Insurance CIOs 2020: Prepare for Future

Disruption).

But it is also true that while a complete integration between two companies is desirable, it

is costly and time-consuming. Done poorly, it can damage both organizations, leaving the

culture in disarray. Therefore, the outcome of an acquisition should be driven by having,

and adhering to, a clear acquisition objective and full assessment of what the acquiring

company is willing (and determined) to accept on its employees and itself.

Gartner has categorized fintechs (and insurtechs) into three groups based on how they

work with a financial services firm (see Understanding and Assessing Fintech

Companies):

1. Complementors — Complementary new service(s) for customers, but not for the

incumbent itself

2. Competitors — Competes for the same business as that of financial services firms

and presents a risk of permanent business loss to the incumbent
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3. Catalysts — Technology and services providers (TSPs) that help the incumbent

firms compete in new fintech markets or against new fintech companies that are

encroaching on their business

All three categories offer CIOs potential access to talent and innovation, but also impact

insurers’ existing approach in both areas to the same degree.

Complementor

Competitor

Catalyst

Can be a venture capital or IT subsidiary approach■

Degree of impact on talent/innovation — none to low■

Example scenario and outcomes of buying a complementor:■

Commercial monetization■

Ecosystem orchestration■

No (or low) integration or synergies■

Noncore proposition, with low threat to incumbent business■

Can be an acquired, but not integrated approach■

Degree of impact on talent/innovation — low to medium■

Example scenario and outcomes of buying a competitor:■

Duplication of efforts and cannibalization■

A quick and easy innovation lab for the insurer■

Gradual expansion of acquired business, but merger unlikely■

Insurer’s own workforce does not acquire any new skills■

Can be an acquired and embedded approach■
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If the objective is to extract the maximum benefit out of an insurtech acquisition, then

insurance CIOs should create a roadmap to integrate the two entities. However, this also

represents the most complex among the three categories, and we expect most insurers

will not succeed in their attempt at this. For the ones willing to try, it would be almost

mandatory for CIOs to provide the acquired talent to experience the same level autonomy

to not risk loss of their creativity. They should also ensure that they can support a

symbiotic relationship where they are providing insurance expertise to the insurtech, in

exchange for access to innovation and talent.

Recommendations:

Degree of impact on talent/innovation — medium to high■

Example scenario and outcomes of buying a catalyst to become an insurtech:■

Adds innovative skills and culture into the insurer’s workforce■

Future-proof insurer’s competitive position■

Culture disruption and potential staff churn in the short term■

Potential deterioration of insurtech creativity■

Focus on insurtechs that can deliver a greater impact on talent and innovation by

using the Gartner categorization (complementor, competitor, catalyst), together with

an assessment of market dynamics, to create a more robust business case for

integrating the insurtech.

■

Evaluate the maturity of your enterprise architecture and technology innovation by

using Gartner’s IT score for innovation and Gartner’s research on essential skills  for

emerging technologies, to identify key gaps that could be filled by insurtech

acquisitions. 18,1 9,20,21

■

Sustain the creativity of the acquired talent by providing them with the same level of

autonomy as they are used to, while complementing them with the resources that

they need.

■

Maximize the benefits from the acquisition and ensure talent retention by using the

acquisition as the trigger to shift the company to a more open and innovative

culture.

■
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Related Research:

Best Practices From Challenger Startup Insurance Companies: What You Can Learn From

Insurtechs

Cool Vendors in Insurance

CIO Perspectives on Mergers and Acquisitions

A Look Back
In response to your requests, we are taking a look back at some key predictions from

previous years. We have intentionally selected predictions from opposite ends of the scale

— one where we were wholly or largely on target, as well as one we missed.

On Target: 2020 Prediction — Through YE22, lack of business vision on future industry

risks will put half of the industry at risk of disruption.

Gartner studies have found that most insurers lack vision to future opp and risks where on

a 1 to 7 point scale the average was 4.5. 22 In 2020, the COVID-19 pandemic has made

many insurers more conservative with their IT plans, focusing more on running the

business than short-term growth. They are focused on topics such as building in resiliency

and reducing the operations cost over focusing business transformation and growth. Even

their digital initiatives have shifted from strategic to tactical in many cases as they focus

on short-term results over long-term competitiveness. This will put many companies at

risk long-term as they fail to understand major societal and market shifts that will take

place such as the impact of mobility changes or life expectancy.

Missed: 2018 Prediction — By YE20, at least 5% of incumbent insurers will have formed

digital-only spinoffs.

Increase the innovation potential of the acquired talent and accelerate assimilation

by teaming them up with experienced insurance business mentors from their own

workforce.

■
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Many large incumbents have been unable to transform their organization to meet the

emerging digital needs of the market. While some have built digital-only spinoffs to date,

only a few, such as Nationwide, (which launched Spire in 2019) have taken this route. 23

Most have continued to try to meet digital experience and product needs through the

parent company building their own or partnering with insurtechs. From our inquiries,

reviews of private and public domain information, and our own observations, this trend of

offering a fast path to digital and millennial consumers has been less attractive than

originally thought. Most incumbent insurers seem to want to leverage their parent brand

and operations, including IT systems, to offer digital products/services to date.

In response to your requests, we are taking a look back at some key predictions from

previous years. We have intentionally selected predictions from opposite ends of the scale

— one where we were wholly or largely on target, as well as one we missed.

Evidence
1  How to Address the Insurance Industry’s Talent Crisis, TalentGuard.

2  Insurance Industry’s Talent Hunt. It’s Time to Turn Up the Volume: Viewpoint, Insurance

Journal.

3  How COVID-19 Is Changing the Talent Landscape in Insurance, InsuranceNewsNet.

4 The 2020 Gartner CEO and Senior Business Executive Survey was conducted from

September through December 2019 to examine CEO and senior business executive views

on current business issues as well as some areas of technology agenda impact. Gartner

qualified and surveyed 444 business leaders via an online survey (362); an additional 70

surveys were done by telephone interview, and 12 were self- administered paper surveys.

All respondents were screened for active employment in organizations greater than $50M

in annual revenue.

5  2020 Global Insurance Outlook: The Drive for Transformation and Growth, EY.

6  Jacobson Group and Ward Insurance Labor Market Study, The Jacobson Group and

Ward, a part of Aon.

7  What Jobs are Hiring Now, ZipRecruiter.

8  The Future of Talent in Insurance, Deloitte.
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9 The 2021 Gartner CIO Survey was conducted online from 14 July 2020 through 14

August 2020 among Gartner Executive Programs members and other CIOs. Qualified

respondents are each the most senior IT leader (CIO) for their overall organization or a

part of their organization (for example, a business unit or region). The total sample is

1,877, with representation from all geographies and industry sectors (public and private),

including 82 from the insurance industry. The survey was developed collaboratively by a

team of Gartner analysts, and was reviewed, tested and administered by Gartner’s

Research Data and Analytics team. Results do not represent “global” findings or the

market as a whole but reflect sentiment of the respondents and companies surveyed.

10 The 2020 Gartner Financial Services Business Priority Tracker was used when Gartner

conducted a financial services COVID-19 pulse survey online between April and June

2020. The respondents included business and IT leaders from various lines of business

across financial services. The total sample included 62 responses from banking and

investment IT leaders. The survey was developed collaboratively by a team of Gartner

analysts, and was reviewed, tested and administered by Gartner’s Research Data and

Analytics team.

11 The  2019 Gartner Financial Services Technology Survey was conducted online

between January 2019 and March 2019. The respondents included senior leaders who

were either primary decision makers for their organization or business unit’s digital

business strategy, or had a high level of influence in those decisions. The total sample

was 1,383, with representation from all geographies and both banking and investment

services and insurance industry sectors. The survey was developed collaboratively by a

team of Gartner analysts, and was reviewed, tested and administered by Gartner’s

Research Data and Analytics team.

12  AXA CEO: ‘The COVID-19 Crisis Will Have a Material Impact on Our Earnings in 2020,’

Insurance Business,  Coronavirus Will Cause ‘Massive’ Losses Across Insurance Industry,

Says Allianz CEO, Insurance Journal and  Coronavirus to Spur Largest Single Loss in

Insurance History: Chubb CEO, Reuters.
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13 The 2020 Gartner CIO Survey was conducted online from 4 June 2019 through 5

August 2019 among Gartner Executive Programs members and other CIOs. Qualified

respondents are each the most senior IT leader (CIO) for their overall organization or a

part of their organization (for example, a business unit or region). The total sample is

1,070, with representation from all geographies and industry sectors (public and private),

including 46 respondents from the insurance industry. The survey was developed

collaboratively by a team of Gartner analysts, and was reviewed, tested and administered

by Gartner’s Research Data and Analytics team. Results do not represent “global” findings

or the market as a whole but reflect sentiment of the respondents and companies

surveyed.

14 The 2020 Gartner Emerging Technology Roadmap Survey includes data from over 600

IT professionals from midsize (n = 187) and large enterprises (n = 450) across

geographies and industries. These respondents make technology adoption decisions

across six infrastructure domains — compute infrastructure and platform services,

storage and database, digital workplace, IT automation and network and security. The

data was collected from April through June 2020.

15  Insurance Tech Q2 2020, CB Insights.

16  Generali Acquires MyDrive Solutions, a Leading Company in Motor Insurance

Technologies, Generali.

17  Fintechs for Sale: Post-Covid, It’s Partner or Perish for Many Startups. Here’s a Buy List,

Forbes.

18 IT Score for Enterprise Architecture & Technology Innovation

19 Essential Skills for Robotic Process Automation (RPA)

20 Essential Skills for Citizen Data Scientists

21 Essential Skills for AI Engineers

22 2020 Gartner CIO Survey

23  Nationwide Introduces New Digital Insurance Platform, Cision, PR Newswire.
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Note 1: Additional Research
Additional data referenced in this research and not cited or associated with a specific

Gartner research survey is composed of information obtained through client inquiries,

reviews of public sources and a compilation of published Gartner research.
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