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All sectors struggling
Insurance companies have not implemented a GRC architecture
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No financial institutions attained next generation status
Best practice pioneers emerge

Governance and controls performance

Next generation
e.g. building an active risk
intelligent governance and 

controls culture

0 percent of 
companies

Governance laggards
e.g. see governance and controls

as a ‘necessary evil’

23 percent of 
companies

45 percent of 
companies

32 percent of 
companies

Followers
e.g. beginning to move beyond

a passive approach to 
governance and controls

Governance leaders
e.g. have defensive and

sometimes an active approach
to governance and controls

Source: Deloitte LLP
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New era demands a redesign of insurance companies
Financial and operating challenges ahead

• International business models must take account of new era

• Operating efficiency

• Balance sheet efficiency

Source: Deloitte LLP
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A new business model is needed
Models must facilitate navigation through the changing landscape.

• A multi-model approach is used by insurers.
– New business models must incoprate flexibility in volatile environments. New global 

models must allow for a number of different models within its business units.

• Business models have been levered for revenue growth – not suited to needs of 
the new economic reality.
– Analyst views – The landscape has changed and requirements for headline revenue

growth have been superceded by the need for operational efficiency and balance sheet 
efficiency (especially transparency over finance and risk).

– CEO views – CEOs are concerned with revenue growth, emerging market strategies, and 
now, operational costs.

New business models need to faciliate the changing landscape. They must facilitate 
improved operational and balance sheet efficiency.

Source: Deloitte LLP
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New insurance landscape
Balance sheet/operating margins are key in the new landscape

Deloitte 
Priorities

•Accounting 
transparency
•Sustained 
growth
•Clear 
competitor 
strategy/classif
ication of 
insurers
•Corporate 
governance

•Capital 
adequacy
•Tax efficiency
•International 
centres

•Operational 
efficiency
•Distribution
•International 
centres
•Centralised 
cost controls 
(structure)
•Define core

•Changing 
customer
•Targeted 
marketing
•Cost of 
acquisition
•Right pricing
•CVM

Expectation
s

Balance 
Sheet 

Efficiency

Operating 
Margin

Revenue 
Growth

New customers
•New base emerging
•Changing demographics
•Rising wealth
•Client insight required

New Products and 
product innovation
•Standardised products for scale.
•Bundled products.

Existing customers
•Lowering cost of acquisition
•Maintaining persistency – keeping 
customers for longer
•Improve cross-sales
•Client value management –
understand which clients have 
value

Managing back 
book
•In force business is 
80% of value. Hold 
on to in-force 
premiums
•Strip out costs.

Products
•New product mix based on 
segments of customers

Distribution
•Owning existing customer data 
is not necessary unless product 
bundling
•Shift onto cheaper channels

Distribution
•Owning customer is key to 
building products and 
services.

Distribution
•Intermediated markets
•Strategic partnerships.
•Reliance in local broker 
networks
•Less established brand
•Low broker consolidation
•Face to Face channel and 
telephone.
•Optimise broker value chain 

Brand
•Building brand in new 
markets

Integration 
(‘connectedness’)
•Integrated business units for 
speed/agility. (i.e. integrated  
support, back, mid, front offices).
• International centres of 
excellence, globally connected

Operational efficiency
•International centres of 
excellence for tax purposes
•STP for efficiency
•Shared services (operational 
efficiency for non-core 
operations)

Distribution
•Direct channel where 
possible.
•Integrated multi-channel 
strategy. (Internet, phone, 
face) 
•Multi-network channels
•Optimise broker value 
chain – product 
development, marketing a 
sales, underwriting, policy 
issuance, asset and liability 
management, claims 
management.
•Aging IFA community

Platforms
•Competing with new 
IT platforms

Risk management

•Risk-adjusted returns
•Asset/liability management
•Reserving
•Exposure to Corp. bond defaults
•Exposure to equities through 
DAC unlocking
•Alternative Risk Transfer (ART)

Closed life funds
•Fund consolidation for scale
•Outsourced management
•Life fund sell off/buy outs

Supply chain
•Cost of capital
•Reinsurance contracts
•Captives

Responding to changing 
risks
•Longevity, mortality, climate 
change, demographics, 
instability, volatility.

Tax
•Enhanced global structure for 
tax efficiency
•Tax efficient locations.

Strategic partnerships
•Joint venture/partnering. 
•Integrated value chain
•Aggregators
•Customer-facing orgs 
(banks, supermarkets)
•Niche players
•Open architectures
•Broker networks

Accounting 
transparency
•Improving EEV
•Auto controls and 
MI
•Predictive analytics
•IFRS phase II
•Audit

Investor/analyst 
requirements
•Sustained revenues/consistent 
returns
•Risk appetite is variable
•Focus on core (stay out of 
equities) 
•Insurers’ desire for 
diversification?
•Improved investor relations –
clarity of strategy

Competitive strategy
•Defining core and non-core for 
clear proposition.
•Defining in which markets 
(geog, products, customers) to 
compete
•Increasingly complex offerings
•Diversified offerings vs 
responsiveness.
•Objectives: scale (market share, 
leadership), growth.
•Pricing
•New entrants

Reg 
Requirements/Complian
ce
•NEWCOB
•ICOB
•IAS
•Solvency  II
•TCF
•RDR
•Local regulations

•Mergers and acquisitions 
Growth
•Scale
•Market leadership (share)
•Cost reduction
•New products or skills Deals 
(picking up bargains)

Workforce
•Aging staff
•Skill sets
•Centres of excellence
•International locations
•Defining core

Diversity
•Diversified businesses are more 
capital efficient?

Offshoring
/Outsourci
ng
•For cost 
reduction
•Or enhancing 
capabilities.
•Does it help 
or hinder 
agility?

Pricing
•Greater price transparency 
(from aggregators) means pricing 
is more important
•Capability to price effectively is 
becoming a core skill in GI and 
Life/Protection. MI needed for 
this process. 

Offshoring/Outsourci
ng
•Enhancing capabilities

Technology
•Multi-channel 
distribution
•STP for efficiency

Teaming - people
•Enabling integration of people 
and ideas.
•Building trust
•Building transparency
•Creating right responsibility 
structure.
•Working with shared 
services/partnerships?

Teaming - people
•Working with shared 
services/partnerships?
•Building trust.

Technology
•Multi-channel 
distribution
•Multi-network 
distribution
•Open architecture

Technology
•Auto controls
•Enhanced MI.

= Key issues

Source: Deloitte LLP
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New era, new business model 
The right structure for the right strategy at the right time.

Emerging or fluid Mature or stable

Development stage

Entrepreneurial 
business strategy

Adaptive 
business strategy

Planning 
business strategy

Functional 
operational structure

Project 
operational 
structure

Multi-divisional 
operational 
structure

Low change 
environment

High change
environment

Growth

Established

= Illustration of relative position of 
business units within developed world insurers

High 
integratio
n for 
global 
synergies

Source: Deloitte LLP
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Going forward
Implications for developed and developing world of insurance

• Investor concerns

• New business models in the West

• Developing markets build institutional frameworks

• Emerging markets organic growth
– Micro-insurance
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