Insurance:
to Embed, or not to Embed
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InsTech London reports
Embedded Insurance is one of the big themes we believe will be driving change in
insurance in the next decade. This is the fifth report to be released. Previous reports are
available from the following links:
No-Code/Low-Code – A Bridge from Legacy to Digital? May 2021
Location Intelligence 2021 – the Companies to Watch March 2021

E-Trading Platforms: Challenges, Opportunities and Imperative January 2021
Parametric Insurance – 2021 outlook and the companies to watch October 2020
To learn more about InsTech London, our forthcoming themes, review
recordings of our live events or to discuss hosting an event with us, you can
find us at www.instech.london and contact us at hello@instech.london.
If you believe that your business, or another, should be included in future
reports, including updates to this one, please do contact us.

Introduction
The team at InsTech London speaks to over 200 different companies
from the insurance and innovation community in any given month.
We use those conversations to obtain intelligence on who is doing
what and to detect trends. From those conversations it became clear
to us from the end of last year that Embedded Insurance was going to
be a hot topic in 2021 and it is.
Simon Torrance, an independent expert, helped to generate interest
in the subject in his excellent foundational analysis published on
LinkedIn1 in December last year. Using his experience in digital
business models and Embedded Finance, he was able to write the
sort of insightful analysis that industry outsiders looking in do best.
We are grateful for his help both in generating such interest in the
topic and in collaborating with us in the writing of this report.
So, what is Embedded Insurance? We will look at it in all its forms in more detail in the report, but in
summary it is the “embedding” of insurance products into the value chains and distribution capabilities of
other industries. It is usually an add-on to a main transaction in which insurance is offered and acquired,
but can also be a native component of a third party customer experience.
As a concept it is not new to the insurance industry. Many of us have bought legal expenses, travel
insurance, event cancellation cover on a website as part of a separate transaction like buying tickets.
We have also long understood the power of leveraging the distribution capabilities of other communities
through the use of affinity schemes. To date, this was more about designing insurance products around
the particular needs of a community of customers or members and distributing it among them, not about
making it easier to buy.
So, why all the fuss now? Like many of the trends that determine the future of insurance it is about
responding to changing customer needs and leveraging digital technology to enable new and better
insurance models. As a business model it has a lot going for it because it benefits the entire value chain –
customers, distributors and insurers. Let’s look at all this in a lot more detail.

Robin Merttens
Partner, InsTech London

1 Link to the report – https://www.linkedin.com/pulse/embedded-insurance-3-trillion-market-opportunity-couldsimon-torrance/
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Executive summary
• Embedded Insurance means abstracting insurance functionality into technology in a way that
enables any third-party distributor (usually product or service providers in other sectors) to
seamlessly integrate insurance products and solutions into their own customer propositions and
journeys.
• It is not a new business model – insurers have always relied on third parties for distribution. What it
requires is a shift in mindset to see e-businesses, whether they are banks, retailers or e-commerce
giants as the agents and affinity partners of the future.
• Insurance has to provide a more digital experience. What customers want are more relevant
and personalised products and a better, simpler buying process matched to their time of need.
Embedded insurance does this by more efficiently matching the right risk protection solution with
the customer in the most appropriate context and in the most convenient way.
• The opportunity is immense. Embedded Insurance will become a major new form of digital
distribution. The size of the market for P&C insurance is estimated at more than $722 billion in
Gross Written Premium by 2030 (Simon Torrance).
• On a broader societal level, embedded insurance has the potential to help close the protection gap
that exists between what people need and what’s available to them. It helps to match supply and
demand more efficiently.
• Not all kinds of insurances can be embedded. For the most part, products have to be simple,
transparent, easily understood and have a simple claims process. There is a difficult balance
between providing a low-touch consumer journey and ensuring that the legal and regulatory
requirements are met. This challenge is greatly underestimated outside of the insurance industry.
• One of the biggest challenges for the incumbent insurers in exploiting the opportunity lies on the
technology side. The constraints of legacy systems limit the ability to create and embed intuitive
customer journeys and to plug and play seamlessly in digital ecosystems.
• Embedded also requires insurers to significantly raise their game with respect to data. Succeeding
in the digital ecosystems requires being there at the right time with the right product at the right
price. Doing so requires real-time customer insight, which can only come from data mastery.
• The headwinds facing incumbent insurers with providing the technology and data capabilities
required to do embedded has provided a massive opportunity for new entrants who, seeing
this open door, have walked right in. This report profiles a plethora of new digital platforms
that provide intuitive customer journeys and are capable of being easily embedded with other
platforms using API’s.
• Some new entrants have gone beyond just leveraging the capabilities of these new platforms and
have also acquired knowledge of the risk lifecycle and have acquired the regulatory status that
allows them to conduct insurance. They bring a whole new level of efficiency to the whole process
from distribution, application, underwriting, policy management and claims.
• Most insurers with ambitions in the space are required to work in partnerships with platform
providers or these technology-enabled MGA’s. While this is a natural starting point, there are long
term risks which arise from conceding so much of the value chain – everything except the provision
of regulated risk capital – to others.
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• There are a handful of the more innovative insurers and reinsurers who believe it is the inevitable
consequence of the way consumer behaviour and lifestyles are changing, who are investing heavily
in meeting the technological and cultural challenges it involves. If they are right to do this, and we
think they are, then this massive opportunity is theirs for the taking.
• For those who, having read this report, share our excitement about the opportunity and want to
know what to do about it InsTech London is offering an ‘Embedded Insurance Strategy Review &
Development Workshop’ to industry leadership teams to help define where to play and how to win.

Embedded Insurance Technology
and Service Providers
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