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Get Smarter 
Data Analytics in the Canadian Life  
Insurance Industry

Introduction
Insurers that manage their information as a vital corporate asset and 
leverage it to gain new insights through analytics are in a position to 
fundamentally transform their businesses as well as maintain a 
competitive advantage.  

In the first half of  2012, Strategy Meets Action (SMA) conducted a 
research study to evaluate how life and annuity (L&A) insurers in 
Canada and the U.S. are leveraging data and analytics capabilities in 
their companies. Using surveys and interviews, the research study 
investigated business objectives, projects and priorities, spending plans, 
and challenges.

According to the research, L&A insurers understand the potential value 
of analytics, although they have often been slow to experiment, learn 
and adopt analytics outside of risk assessment and pricing by actuaries. 
However, nearly 70% of Canadian L&A insurers say they plan to 
increase overall spending on data and analytics over the next three years 
and many are already initiating new projects.  

IBM’s focus on technological analytics capabilities has shifted to 
embedding analytics into the decision making processes for true 
decision management. Additionally, advanced analytics that even 
understands natural language and analyzes massive amounts of various 
types of data are being deployed by insurance companies as they 

Highlights
Several key findings emerged from 
the SMA research:

•	 The	primary	focus	for	sophisticated	
analytics	in	L&A	has	traditionally	been	in	
the	actuarial	area	for	risk-centric	analysis	
(product	design,	pricing,	reserving).	
However,	analytics	are	now	increasingly	
being	used	across	the	business	for	
customer-centric,	finance-centric,	and	
operations-centric	activities.	

•	 Overall,	L&A	insurers	are	less	
experienced	in	using	advanced	analytics	
than	their	P&C	counterparts.	Canadian	
L&A	insurers	are	on	par	with	their	U.S.	
counterparts	in	areas	such	as	campaign	
analysis,	channel	performance	and	CRM	
analytics,	but	are	behind	in	leveraging	
analytics	in	other	areas.		

•	 Currently,	more	IT	spending	is	
concentrated	on	traditional	business	
intelligence	and	less	on	advanced/
predictive	analytics.
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search for additional competitive insight. The imaginary 
computers of Star Trek have been replaced by the very real 
IBM Watson computer, which recently beat world trivia 
champions on Jeopardy!. Accompanying this amazing 
advance of hardware and software is a hyper-abundance of 
data. We all use more devices than ever before, each 
generating more data than ever before. We can capture and 
manipulate data — both structured and unstructured —  
in ways that were never considered when the insurance 
business models that are still with us today were designed.  

It’s not necessary for the insurance industry to wait any longer 
to capitalize on these advances. In fact, postponing the 
analytics journey is a position fraught with risk as insurance  
companies — large and small — have already embarked on 
their quest for consuming and applying analytics insight.

Various types of analytics, useful in many business applications, 
and big data are here and ready to be leveraged. Tools and 
accelerators now enable business users to actively capitalize on 
analytics. Analytics are  being applied to business problems 
incrementally, and skilled partners are engaged to enable 
learning along the way. The most successful projects are the 
result of active collaboration between business and IT.    

Best practices for analytics in Life & Annuity business have 
been established and innovators are expanding these concepts, 
applying analytics to daily decision making at the transactional 
level resulting in true decision management.

IBM is actively engaged in assisting L&A insurers with these 
information-led transformations. We believe that using 
analytics in conjunction with integrated systems is the key to 
guiding decisions across the enterprise and providing optimum 
service to policyholders.

To achieve true transformation, insurers are extending their  
use of analytics to all areas of the business including channel 
performance and optimization; customer analytics; new 
business/underwriting, and executive dashboards. The siloed, 
tactical or one-off approach is no longer a viable option. 
Business analytics and performance management must be 
nurtured as a core competency, supported by senior business 
sponsorship and business-driven projects. 

It is an exciting time, with the insurance industry just scratching 
the surface in terms of the types of applications and business 
insights that will drive competitive differentiation. 

Application of Analytics:  
Customers, Finance and Operations
While the property and casualty sector has been using 
analytics in areas such as marketing, underwriting, and 
claims for some time, L&A has largely restricted its use in 
the actuarial department and for financial planning.  

Now a significant shift is underway as Canadian L&A insurers 
ramp up spending in new areas. Many new projects are 
underway at the front end of the value chain in marketing, 
distribution, and underwriting. L&A insurers are now 
extending the application of analytics beyond the risk-centric 
areas of the business, into customer-centric, finance-centric 
and operations-centric areas.

Additionally there is a complementary business transformation 
taking place in the L&A market.  As many L&A companies 
begin to transform to focus even more on providing life and 
financial services counseling to an ever more demanding 
market. Responding to market dynamics driven fundamentally 
by life style changes and new economic changes, insurance 
companies of all types are challenged to remain meaningful to 
their clients — and their producers.
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Customer Centric 
The emergence of cognitive computing, enabled by big data, 
creates a customer-centric environment where underwriting 
occurs in real time based on knowledge of the customer,  
past experiences, and future predictions. This can only be 
enabled through the power and potential of big data. This 
new paradigm starts with the customer (versus a product), 
models the risks the customer faces, then matches the right 
coverage and price.  

According to the SMA research, L&A insurers are 
increasingly interested in using big data to gain insights 
about policyholders. Social media analytics was cited by 27% 
of respondents as a possible game-changer in helping them 
understand brand sentiment, identify new product needs and 
spot emerging customer segments.

Customer-centric analytics are becoming more common in 
marketing, distribution, and policy servicing. 

•	 In marketing, more advanced analytics and visualization 
techniques are being used to analyze internal and external 
data, enabling insurers to identify more discrete customer 
segments and spot patterns and trends in customer demand. 

•	 Distribution executives are leveraging analytics to 
determine locations of new brokers and advisors, track 
channel performance, and identify real-time opportunities 
for cross-selling and up-selling. 

•	 Insurers are also becoming increasingly sophisticated in 
the use of automated tools to access information and gain 
insight regarding marketing campaigns. The ability to 
monitor real-time results and make adjustments 
contributes significantly to more effective campaigns.   

All organizations understand the value of collecting customer 
data, but many struggle to extract new insight and use it to 
create more meaningful relationships. IBM helps organizations 
gain a comprehensive view of a customer, derived from 
traditional enterprise data and customer sentiment gleaned 
from social networks, logged customer service interactions and 
web click stream data. Then, real-time analytics predicts 
customer behavior and preferences to inform decisions on the 
next best action on behalf of that customer. 

Finance Centric
Financial information is growing at an astounding rate of 
70% each year, according to the findings of the IBM 
research. Finance-centric analytics continue to be highly 
specialized. Insurers are building models to calculate 
embedded value, make investment management decisions, 
and plan for future economic scenarios. In addition, by using 
more interactive business intelligence tools, insurers are 
achieving greater visibility into their financial performance. 
Rather than running static monthly or quarterly reports, 
insurers are now able to assess results on a weekly or daily 
basis, enabling more targeted financial decisions and an 
improved ability to respond to regulatory requests. 

Distributing insight more widely internally across the 
organization as well as externally to the producer base and 
even to insureds is resulting in substantial performance 
improvements, cost reduction and increased customer 
loyalty and satisfaction.



White Paper
Financial Services & Insurance Insurance

4

Collecting and cross-referencing the industry’s intricate data 
sets and combining that with external data including analyst 
reports, economic market data, financial reports, news stories, 
board notes and company balance sheets is providing valuable 
insight for L&A companies. IBM’s capabilities provide 
increased insight, visibility and control over financial 
performance with predictive capabilities applied to key metrics 
and data on past performance. The predictive analytics, 
combined with what-if analysis, and traditional business 
intelligence in an executive-style dashboard, guides users with 
root-cause analyses. Organizations can uncover relationships 
among performance metrics, anticipate performance gaps and 
assess alternatives with scenario planning.

The 2010 IBM Global CFO Study — a study of more than 
1,900 CFOs across all industries, including insurance —  
revealed that companies focused on developing business 
insight as well as financial efficiency experienced nearly three 
times the five-year compound annual growth rate (CAGR) 
compared to those that only focused on financial efficiency. 
Business insight is the ability to analyze a market, predict a 
customer’s behavior or decide which risks are profitable and 
which are not. Historically, insight depended on a CEO’s 
hunch, or an actuary’s ability to develop a hypothesis, create 
a model and analyze data against the model to test the 
hypothesis. This process could take weeks or months to 
complete one cycle.

Operations Centric  
According to the SMA research study, Canadian L&A 
insurers are currently more likely to be seeking operational 
insights than customer insights. Roughly half of Canadian 
L&A insurers deem three key types of insights as most 
valuable: sales/premium trends, productivity measures, and 
agent performance. 

Operations-centric analytics have significant potential to 
enhance the business in two ways: through improved 
decision making regarding day-to-day operations, and 
through new information that supports process redesign 
initiatives. Overall, L&A insurers cited sales/premium trends 
as the number one area where they are seeking additional 
insights from analytics — 52% selected this area as one of the 
most valuable. Productivity measurements were a close 
second, with 45% of all L&A insurers viewing it as one of 
the most valuable types of insights to be gained. The 
Canadian L&A insurers were even more optimistic about the 
value of these two areas, with 56% selecting both sales/
premium trends and productivity measurements as top areas 
for desired operational insights.  

One example of leveraging analytics for operations centric 
activities relates to regulatory compliance. Unum, a UK-based 
company specializing in financial protection insurance, was 
faced with the challenge of preparing its business for 
compliance with the EU Solvency II Directive. To address 
this area, Unum wanted to introduce a clearer and more 
dynamic risk management framework. 
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interpret analytical models. It also requires data that can  
be readily provisioned for use in business intelligence and 
advanced analytics situations. 

Many insurers are currently relying on third party expertise 
from IT solution providers and specialists in analytics. The 
science of analytics has advanced considerably over the last 
decade, and the commercially available solutions are now 
quite sophisticated. IBM has developed blueprints and 
solutions that leverage extensive experience with clients and 
have patterns ready to be deployed, that allow insurers to 
quickly garner insights that create opportunities for growth.

In this new age of analytics, insurers must keep pace, or  
they risk losing ground in the growth game. A comprehensive 
set of analytics capabilities can help insurers achieve more 
operational efficiencies, and be the catalyst for a more 
innovative and effective organization — driving top line 
revenue and profitability.  

Strategy Meets Action (SMA) is a Boston based research and 
strategy advisory firm exclusively serving insurers and IT 
solution providers in North America.

Unum implemented IBM OpenPages Operational Risk 
Management to assess and manage risks and controls, capture 
data on risk events, and provide detailed reporting and 
analysis capabilities at the touch of a button. “In the long term 
we expect to see a reduction in avoidable losses as a result of a 
more joined-up approach to risk management across the 
business,” says John Swallow, Risk Manager at Unum UK.

Another example of operational analytics is for claims fraud. 
Infinity Insurance, one of the leading “nonstandard” insurance 
providers in the US, specializes in covering higher-risk 
drivers. The company is applying IBM analytics to more than 
25,000 automobile claims processed monthly in order to 
identify patterns in historic data. In the first three months, 
Infinity reduced the time needed to identify fraudulent claims 
from 14 days to 24 hours. 

Profitable Growth through Insight
The market is open for the early adopters of cognitive 
computing and big data to begin transforming the industry 
and setting the pace for the industry.

Three broad categories of capabilities for Canadian L&A 
insurers: traditional business intelligence, advanced analytics, 
and big data. Specific opportunities for traditional BI are 
executive dashboards, channel performance, and new 
business/underwriting projects. Predictive modeling 
opportunities exist in two key areas: product development 
and customer-centric analytics. Finally, there is a need to 
promote a culture of management by analytics that harnesses 
data in every part of the business. 

L&A industry leaders clearly recognize the potential. 
Significant investments and a wide range of projects are 
underway, as insurers race to gain new insights ahead of the 
competition. Capitalizing on analytics depends on the ability 
to find and train the people needed to build, maintain, and 

“Our new analytics investments are focused on 
producers and prospects. We are investing in 
data and tools to gain insights on producer 
profit-ability, identify target customers, and 
run more effective campaigns”

—	SVP,	Product	Strategy,	Canadian	L&A	Insurer



© Copyright IBM Corporation 2012

IBM Corporation 
Software Group (or appropriate division) 
Route 100 
Somers, NY 10589

Produced in the United States of America 
December 2012

IBM, the IBM logo and ibm.com are trademarks of International  
Business Machines Corp., registered in many jurisdictions worldwide. 
Other product and service names might be trademarks of IBM or  
other companies. A current list of IBM trademarks is available on  
the Web at “Copyright and trademark information” at  
www.ibm.com/legal/copytrade.shtml.

This document is current as of the initial date of publication and may  
be changed by IBM at any time. Not all offerings are available in every 
country in which IBM operates.

THE INFORMATION IN THIS DOCUMENT IS PROVIDED  
“AS IS” WITHOUT ANY WARRANTY, EXPRESS OR IMPLIED, 
INCLUDING WITHOUT ANY WARRANTIES OF MERCHANT-
ABILITY, FITNESS FOR A PARTICULAR PURPOSE AND ANY 
WARRANTY OR CONDITION OF NON-INFRINGEMENT. IBM 
products are warranted according to the terms and conditions of the 
agreements under which they are provided.

IUW03013-USEN-00

Please	Recycle

ibm.com
www.ibm.com/legal/copytrade.shtml

