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A Roadmap to the Future
Insurance: Program and Affinity
Business

Executive Summary
“Insurance distribution
can no longer be limited
to traditional ways. It
must evolve to new digital
models and partnerships
that offer or embed
insurance offerings within
another engagement and
purchase journey.“

Evolution of digital technologies continues to reshape our lives, changing people’s behavior
and expectations and demanding a connected, multi-channel customer experience that
provides convenience, accessibility and value. Today’s customers are increasingly digitally
adept, with higher expectations, different needs and a demand for better experiences
that are not met with the “traditional” insurance approach, creating a fault line between
customers’ expectations and insurers’ ability to deliver.
As Millennials and Gen Z rapidly emerge as dominant buyers, capturing them as customers
will be challenging at best if insurers continue traditional approaches. Why? This new
generation views and values things much differently. They are not satisfied with traditional
insurance processes, products and business models. They have grown up in a digital world,
expect digital capabilities and expect products and services to be available whenever and
wherever they want them. Insurance distribution can no longer be limited to traditional
ways. It must evolve to new digital models and partnerships that offer or embed insurance
offerings within another engagement and purchase journey. Affinity and program business
models, while experiencing strong growth over the past few years, will need to adapt and
expand their view of partnerships.
The traditional B2B2C affinity and program business concept offered insurance products
through non-insurance or non-financial organizations such as associations, non-profits,
employer groups and more. Just think of AARP, college alumni associations, and national
associations. However, today’s new buyers do not necessarily associate with some of
these traditional groups and will look to buy insurance through other groups such as Gig
Economy groups, health and fitness organizations, large retailers, auto manufacturers and
more – where the purchase is part of the transaction they are doing. Just consider Amazon,
Apple, Ford, Tesla, Walmart, Netflix and others. Interestingly, these groups are highly digital
and provide the ability to integrate the purchase of insurance.
In our most recent consumer research on auto and life insurance, unsurprisingly we found
younger generations are open to buying insurance from a wide array of options including:
• For life insurance, they are 33% more open to new channels than the older generations.
• The preference gap between new and traditional channels is large for older generations
		 – nearly 50% – as compared to only 21% for Gen Z and Millennials, meaning they are
		 much more open to different, new channels – creating an opportunity for growth.
• The younger generation is twice as likely to buy auto insurance from a car shopping
		 website, a vehicle manufacturer website or have it included in the purchase or lease of a
		 vehicle.
• Interest in buying auto insurance through new mobility sources is significantly higher for
		 the younger generation, potentially cutting off traditional channels and carriers if they
		 do not adapt to the new mobility ecosystem thinking.
• Most importantly (and of real concern) is that Millennials and Gen Z are open to buying
		 insurance from big tech like Amazon, Apple and Google.
Page 4
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“This shift is accelerating,
and in many ways,
redefining affinity and
program business
models – the B2B2C
model – by leveraging
next generation digital
platforms and ecosystems
to extend market reach
based on customer
expectations..“

However, where are insurers in creating these new partnerships? While the affinity and
program business has seen significant growth the last few years, this is primarily due to a focus
on the traditional organizations. Our research with insurers and distributors in the affinity /
program business space found a significant amount of opportunities for reaching the next
generation of insurance buyers, highlighting the gap between traditional and new, innovative
relationships that are becoming increasingly important to be competitive in our rapidly
changing industry.
This shift from our traditional models to new, innovative models is connected to today’s digital
era of insurance shift. This shift is accelerating, and in many ways, redefining affinity and
program business models – the B2B2C model – by leveraging next generation digital platforms
and ecosystems to extend market reach based on customer expectations. Success with these
models is linked directly to insurers’ digital platform technology and expanding ecosystems of
new partners.
In this new era of insurance, nearly every insurance process is rapidly becoming frictionless,
including buying. If distribution channels are easy to use with products that are easy to
understand, then insurance has the opportunity to grow through a friction-free, multi-channel
distribution system. The benefit of adapting to these channel dynamics is that we move from
needing to “sell” people on purchasing insurance, to introducing insurance that is ready to be
“bought” seamlessly at the point of need, creating a scale-able, sustainable business model.
Some forward-thinking insurers are making bold moves to harness the power of digital
technology and ecosystems that can support a new generation of affinity and program
business. In our 2020 Strategic Priorities report, we highlighted significant gaps between
Leaders and Followers (42%) and Laggards (45%), in embracing ecosystems and partnerships.
Leaders are positioning to gain market advantage before competitors make their moves.
What are your affinity and program business strategies? How do they align to what leaders are
doing? Are you focused on traditional models or expanding out to new, innovative models?
What specific plans can you take to improve your odds of success?
Your answers will determine your readiness in a new decade and the future of insurance that
meets the needs of customers across a variety of channels and points of sale.
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Affinity and Program Business is Hot
In 2019, PIMA launched a research initiative, Affinity 2030: Exploring Our Blind Spots for a
Brighter Future, to explore one question: How to remain relevant? Unveiled in the spring
of 2020, what they discovered is while there’s not one simple solution, there are paths to
success. When we think about relevance, we think about change we cannot see. However, as
PIMA shared in their research there’s another side: things that don’t change and never will. In
the Affinity and Program Business, they identified these as risk and trust. However, what is not
a constant is how risk and trust reside. That is changing rapidly and profoundly.1
TMPAA’s annual study published October 2018 found that program premiums rose 131
percent, from $17.5 billion in 2010 to $40.5 billion in 2018, with the size of the market
growing double digits annually.2 Program business is poised to continue this pace of growth
as administrators indicated plans to introduce more programs while carriers pursue expansion
through new programs.

in program
FIG. 1 Growth
business premiums

“About 20% of life
insurance new business in
the UK is through affinity
and program business,
nearly two times more
than in the US at 10%.“

Conning’s 2019 research, Managing General Agents, The Super Model of the Insurance Industry,
noted that MGAs play a valuable role in bringing new products to market faster than
traditional insurers. The report notes that because MGAs tend to be leaner and nimbler,
they can bring new products that address new or emerging risks to market more quickly. To
address the issue of having sufficient loss data for underwriting, they work with multiple
insurers and reinsurers who take slices of the risk, eliminating the potential of any specific
insurer having to cover the entire risk.3
These new risks include cyber, on-demand, Gig Economy, marijuana, renewable energy,
vaping, transactional insurance, credit, active shooters, wildfires, climate risk and
transportation.
While growing, the US market is behind the UK market in affinity and program business.
Research released by Finaccord in 2019 found more development of affinity and program
business sales through partners in the UK than in the US. In the UK, nearly 30% of new sales
for auto and home insurance are through these programs as compared to around 15% in
the US. Likewise, about 20% of life insurance new business in the UK is through affinity and
program business, nearly two times more than in the US at 10% as shown in Figure 2.4
The report notes that a contributing factor to this difference is the lower interest in
distribution of insurance by affinity partners in the US. One of the reasons highlighted is that
the concept of “brandassurance” in the UK is more advanced based on the involvement of
commercial entities such as auto manufacturers, media entities and retailers. Furthermore,
Finaccord’s research showed 47% of professional and trade associations in the UK have an
affinity scheme for commercial P&C insurance, compared to only 24% in the US.
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Interestingly, the research noted that certain types of affinity partners such as alumni
associations, credit unions and labor or trade unions are more active in the US than in the UK.
In addition, the report noted that the Gig Economy is creating new opportunities for growth
in both geographies.

FIG. 2 Affinity/Program
business, UK vs. US

“While the affinity and
program business market
has seen strong growth,
there is still significant
opportunity to accelerate
and expand that growth
by leveraging new,
innovative partnerships
within a broader
ecosystem.“

While the affinity and program business market has seen strong growth, there is still
significant opportunity to accelerate and expand that growth by leveraging new, innovative
partnerships within a broader ecosystem. This is highlighted in Figure 3 from our 2019
consumer research that showed the strong interest, particularly the younger generation, in
alternative options that affinity and program business can support.
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Channels consumers

FIG. 3 used to shop for
insurance

We did a deeper dive into this data in our 2020 consumer research, specifically for life and
auto, as represented in Figure 4 and Figure 5. These charts show that both generational
groups are open to new channels, but the younger generations outpace the interest of the
older generations anywhere from 10%-40%.
Most importantly, 15 of the 16 channel options for life insurance show interest levels of
50% or more by the younger generation, with the remaining one, Facebook, close behind. In
comparison, the older generation has only 7 of the 16 options at 50% interest or greater – a
50% gap differential.

Consumer interest

life insurance
FIG. 4 in
purchase channel
options
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In auto insurance, 9 of the 10 channel options show 50% or greater interest by the younger
generation as compared to only 6 of 10 for the older generation – a 30% gap differential.
These gap differentials for life and auto reflect many of the channel gaps we found for
insurers in the research with PIMA in this report, creating the real possibility of closing off
significant growth opportunities.

Consumer interest

auto insurance
FIG. 5 in
purchase channel
options

“The bottom line is that
affinity and program
business has barely
scratched the surface of
opportunity, in terms of
both traditional partners
and, more importantly,
new partners.“

The bottom line is that affinity and program business has barely scratched the surface of
opportunity, in terms of both traditional partners and, more importantly, new partners.
The acceptance of a wider range of purchase options and the untapped market potential
highlights the need for insurers to consider how and where they interact with the younger
generation, and to be there with timely purchase prompts. This is where having partnerships
and an ecosystem becomes very strategic in helping insurers expand their reach and presence
to where their customers will be.
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Markets & Products
“Savvy, innovative
companies are responding
with an outside-in
perspective, adapting to
what customers want
and expect, instead of
requiring customers
to adapt to the way
they have always sold
insurance … including
affinity and program
business partnerships.“

Customer focus is always a win-win.
How insurers make it a win-win is changing due to new products, channels, technologies
and customer expectations. Today’s and tomorrow’s insurance customers are shifting across
multiple fronts, particularly in where and how they want to buy insurance. Savvy, innovative
companies are responding with an outside-in perspective, adapting to what customers
want and expect, instead of requiring customers to adapt to the way they have always sold
insurance … including affinity and program business partnerships.
These innovative companies are transforming insurance from a mysterious, confusing and
often difficult ordeal most people would rather avoid, to a more transparent, simple, engaging
and positive experience. Innovators are doing this by using new technology, new data,
new processes, and expanding market boundaries by moving into new partnerships and
ecosystems that customers are interested in buying from.
These innovative companies are rewriting the rules of insurance business by redefining the
business models, partnerships and ecosystem they will develop and market products and
services to meet the unique needs of these segments.
Insurers must understand their current and future customers because their needs and
expectations are different in many ways – including expanding beyond traditional channels
even for affinity and program business. By understanding what channels customers will
engage with, insurers can transform their models to capture a new generation of insurance
customers to drive growth strategies.
Our research highlights the new markets – and partners – that insurers and distributors
should be actively developing plans for in order to reach customers on their terms.

What Markets are Targeted – Traditional versus Emerging Markets
“If organizations follow
through with these plans,
these emerging markets
will jump ahead of many
in the traditional market
space – placing leaders in
an advantageous position
to drive growth and move
well ahead of insurers not
focused on affinity and
program business.“

As expected, the organizations we surveyed overwhelmingly are currently using and are
focused on traditional partners for affinity and program business, as seen in Figure 6.
The top three include associations (81%), professional organizations (65%) and employer
groups – small (65%), large (58%) and mid-market (58%). The top traditional markets under
consideration or in planning include loyalty programs (27%), non-profit charitable and cause
related groups (27%) and special interest groups (23%).
In contrast, while emerging markets have an overall lower usage, they represent the largest
under consideration. The top three currently focused on include Gig Economy groups (27%),
service groups (19%), and two tied for third at 15%, including health and fitness organizations
and retail groups. However, those under consideration or in planning include Gig Economy
(35%), internet groups (35%) and three that tie for third at 31%, including health and fitness
organizations, retail groups and organized social media groups.
If organizations follow through with these plans, these emerging markets will jump ahead
of many in the traditional market space – placing leaders in an advantageous position to drive
growth and move well ahead of insurers not focused on affinity and program business.

Page 10
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Traditional and new

FIG. 6 affinity/program
markets being
targeted

“As PIMA identified in
their Affinity 2030:
Exploring Our Blind Spots
for a Brighter Future
research, organizations
must recognize that
while risk and trust are
constants, consumers
have no guaranteed
loyalty to old models.“

Looking at what companies are not considering is even more insightful. Figure 7 shows
that new, emerging markets significantly outpace traditional markets in terms of not being
considered, with the exception of the Gig Economy groups. This is inconsistent with what
customers want and expect, resulting in increased opportunities in the Affinity and Program
Business.
As an example, consider auto manufacturers. Our consumer research found that the younger
generation was interested in buying auto insurance as part of the purchase or lease (76%) or
from the manufacturers’ website or app (70%). Even the older generation was interested in
both, at 57% each. Others like health and fitness, retail like Amazon, social media groups and
others have equally high gaps.
The vast differences between customers’ expectations and insurers’ plans reflect an
intensifying fault line between customers’ expectations and insurers’ ability to deliver,
impacting insurers’ ability to capture new and even existing customers where and when they
want to buy insurance and, ultimately, their growth opportunity.
The benefit in adopting these new markets for affinity and program business is that we move
from needing to constantly go out and “sell” people on purchasing insurance to introducing
insurance that is ready to be “bought” seamlessly at the point of need. The real value … a
sustainable business model, where instead of perpetually fighting for prospects and leads, we
are perpetually making insurance easier and more appealing to buy.
As PIMA identified in their Affinity 2030: Exploring Our Blind Spots for a Brighter Future
research, organizations must recognize that while risk and trust are constants, consumers
have no guaranteed loyalty to old models. For example, they accept getting into cars with
strangers because technology makes it safe. They will find new ways to trust to not lead a life
of uncertainty. Affinity and program business organizations must stay attuned to their needs.
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Traditional and new

FIG. 7 affinity/program
markets not being
targeted

“Some forward-thinking
insurers are making bold
moves into these new,
emerging markets
with new partnerships
that will accelerate the
customer experience,
expand distribution reach
and the ability to buy
seamlessly at the point of
need.“

Some forward-thinking insurers are making bold moves into these new, emerging markets
with new partnerships that will accelerate the customer experience, expand distribution reach
and the ability to buy seamlessly at the point of need. For example:
•
		
		
		
		
		
		
		
		
		

HODINKEE, a well-known resource for all things watches, formed HODINKEE 		
Insurance Agency and allows consumers to insure their watch collections online 		
with Chubb.5 HODINKEE Insurance built a model and product designed for the 21st
century consumer by taking the complexity out of insurance, streamlining the process
and eliminating paperwork via any digital device. Depending on the watch’s value,
there is generally no need for independent appraisals, original sales receipts, or 		
speaking with an agent to obtain a quote and policy, rather some limited information
including basic contact information, information about the watches to be insured, and a
photo of the watch is required. Depending on the amount of the premium, customers
will have an option to pay the total up front or to split the cost into two payments.

•
		
		
		
		
		

John Hancock announced the integration of their Vitality Program with Amazon Halo,
allowing Hancock’s Vitality customers to use the Amazon Halo Band to earn Vitality
points based on their daily efforts for a healthier lifestyle that should mean a longer
life.6 The Amazon Halo Band, a wearable health and wellness device, will measure and
analyze users’ activity, heart rate, sleep, and tone of voice to provide individual health
insights and help encourage healthier habits – thereby earning Vitality points.

•
		
		
		
		

State Farm announced a partnership with Ford for usage-based insurance (UBI) using
the auto telematics and connected data from eligible connected Ford vehicles.7 Ford
vehicle owners will be able to opt-in to State Farm’s Drive Safe & Save program, which
aligns premium to miles driven while also rewarding safe and good driving behavior
with potential discounts.

•
		
		
		

Amazon’s India business is now offering auto insurance through a deal with Acko 		
General Insurance (Amazon is an investor in Acko) to cover car and motor-bike 		
insurance in India, marking Amazon’s entrance into auto insurance.8 And there 		
are rumblings that they will be making similar moves in the North America market.
Page 12
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These companies and others are making the first mover, bold strategic moves in partnerships
and an expanding ecosystem to expand their reach and presence to where their customers
will be. This will potentially leave others out of the game.

“Embedding insurance
as part of another
related offering is rapidly
becoming a powerful
marketing and
distribution strategy,
placing it in front of
customers as they
purchase other
products or services.“

What Products are Offered
As expected, most of the products currently offered are traditional (92%) – whole life, term,
auto or homeowners as examples. However, insurers are currently offering embedded
insurance (58%) with another 19% in consideration – raising this to a potential of 77% as
noted in Figure 8!
Embedding insurance as part of another related offering is rapidly becoming a powerful
marketing and distribution strategy, placing it in front of customers as they purchase other
products or services. In an SVIA webinar Denise Garth spoke at in August 2020, we defined
embedded insurance as a strategy that:
“Bundles coverage or protections within the purchase of a product, service or platform. That
means the insurance product is not sold to the customer ad hoc, but is instead provided as a native
feature.”
It’s an extremely effective way to overcome the decades-long burden that has plagued
the industry: Insurance is sold, not bought. Embedded insurance completely changes this
paradigm. With it, insurance is no longer sold, because it is bought as a part of something else.
Also encouraging was that on-demand insurance is currently offered by 27% of companies
with another 35% in consideration – raising this to a potential of 62%. Only parametric is in
the early stages, with 12% currently offering and another 15% considering, for a total of 27%
potential.
Consumers and SMBs, led by Gen Z and Millennials, are engaging in new activities and doing
traditional activities in brand new ways – all of which are creating new risks and opening
new market opportunities for insurers, such as on-demand insurance and the de-bundling of
risks into single item coverage. For many customers, on-demand insurance is an increasingly
appealing proposition, providing convenience through an attractive customer interface, and
offering flexibility of coverage, giving them what they need when they need it, while they only
pay for what is required. Over the last four years, we have seen the emergence of many ondemand products, including voluntary benefits, life insurance, rideshare, cyber and so much
more.
Companies establishing partnerships and ecosystems to penetrate these markets are building
strong foundations for growth as consumer and SMB interest and desire for these products
continues to grow.

Products being offered

considered for
FIG. 8 and
affinity/program
business
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With regard to the lines of business they are offering in the affinity and program business,
the companies surveyed had a higher focus on offering L&A and Group Benefits compared
to P&C Personal and Commercial. The top focus, as noted in Figure 9, was on traditional L&A
products at 88%, as compared to 40% for P&C. Embedded insurance was second with L&A at
56% and P&C at 20% followed by on-demand products for L&A at 48% as compared to 24%
for P&C, and 20% for L&A parametric products as compared to 4% for P&C.

FIG. 9

Lines of business
for affinity/program
business products
being offered and
considered
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TMPAA’s 2019 report (which is based primarily on a survey of P&C members) notes growth
across all traditional lines of business as reflected in Figure 10.9

Expected premium

FIG. 10 growth across lines
of business

“Insurers who are not
experimenting and
offering these types
of products, will lose
valuable time to establish
strong partnerships
to reach the growing
demand for these
products.“

Once again, looking at the products that companies are not considering is even more insightful.
Parametric stands out at 73% and on-demand at 38% (see Figure 11). Given the rise in IoT for
home and health use along with telematics for auto, parametric is poised to grow significantly.
The lack of consideration for this type of offering represents a potentially significant blind spot
for these companies.
While relatively small in terms of premium, the on-demand and parametric market is poised to
rapidly grow. Economic and demographic shifts are accelerating the demand for on-demand
products and services, offering tremendous growth opportunities. Insurers who are not
experimenting and offering these types of products, will lose valuable time to establish strong
partnerships to reach the growing demand for these products. Consider the following market
statistics:
• The sharing economy revenue is expected to increase by 22x between 2013 and 2025.10
• Usage-based insurance market size could hit US $190 Bn by 2026.11

Products not being

for
FIG. 11 considered
affinity/program
business
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With the growing market interest in on-demand and embedded products, how do insurers’
and brokers’ plans for offering these products measure up? We compared our recent
auto and life insurance consumer responses to the results of this survey, and found there
is a significant gap between what customers want and what companies are offering, as
highlighted in Figure 12. The impact of COVID will likely drive the interest in these products
even higher, creating an even larger gap.

Gaps between what

want and
FIG. 12 customers
what companies are
offering/planning
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Some emerging leaders who are introducing new, innovative offerings this year include:
•
		
		
		

AXA Climate – AXA partnered with Dutch satellite technology firm VanderSat to 		
derive triggers linked to soil moisture levels, enabling drought-related parametric 		
insurance. The same soil reading technology can determine excess moisture as well,
triggering payment in either direction. 12

•
		
		
		

Global Parametrics/Arbol – Global Parametrics, a parametric and index-based disaster
risk transfer company, teamed up with Arbol, a technology-driven marketplace that
uses blockchain and smart contracts to provide weather risk insurance coverage to
smallholder coffee farmers in Costa Rica.13

•
		
		
		
		
		

Parsyl – Parsyl Insurance launched a suite of connected cargo insurance solutions 		
for perishable goods, called ColdCover. Parsyl’s quality-monitoring and risk 		
management platform leverages smart sensors and data analytics to manage the supply
chain as well as loss control. The featured product within the company’s new suite is
called ColdCover Parametric, which includes customized quality triggers and payout
levels. 14

•
		
		
		
		

Understory – Understory initially launched its Hail Safe product for auto dealerships
last November but rolled it out to a significant number of additional states in April.
The product coverage is triggered using Understory’s proprietary hail sensor. 		
Understory partnered with international weather risk manager MSI 			
GuaranteedWeather to bring the product to market. 15

•
		
		
		
		
		

Pandemic Protector - In partnership with C.J. Coleman & Company Limited, a leading
Lloyd’s and London market brokerage, One80 introduced a policy that provides nondamage business interruption insurance for loss of gross profit due to an epidemic and/
or pandemic outbreak. The coverage is designed for companies of all sectors and sizes.
With a low minimum premium, the customized policy provides broad coverage with a
flexible definition of the epidemic triggers to meet insureds’ bespoke needs.16

•
		
		
		

Starr Gate - Starr Insurance launched a new kind of general aviation policy providing
pilots who rent aircraft with unprecedented flexibility for their insurance needs through
“high-definition underwriting” and usage-based pricing with a tool that can also 		
improve a pilot’s skills.17

Ecosystems & Partnerships
“Life insurance is not
an ecosystem (in the
chart), whereas health
and wealth are. Rather,
life insurance touches
and works within each
of these and other
ecosystems. Likewise,
auto insurance touches
many of these from a
mobility point of view.“

Given the nature of partner ecosystems, insurers can assume multiple roles, from owner of
the unifying platform, to orchestrator of the products and services, or provider of products
and services. What they achieve will depend on their ability to enter the market while it is still
an uncrowded “white space.” Of course, this requires leadership with an appetite for taking
informed risk, ability to move quickly, capacity to build partnerships within and outside of
insurance, and strong technology capabilities.
Figure 13 represents the ecosystems identified by McKinsey.18 These ecosystems cross
over for individual (retail) and business (institutional) segments. It is important to note that
life insurance is not an ecosystem in the chart, whereas health and wealth are. Rather, life
insurance touches and works within each of these and other ecosystems. Likewise, auto
insurance touches many of these from a mobility point of view.
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FIG. 13 Ecosystem landscape

Partnerships & Integrations
“Technology is fueling
customer expectations,
altering and expanding
the traditional markets
and channels through
which insurance is sold,
including automotive,
transportation businesses,
big tech and more. This
creates greater value for
insurers and brokers due
to new revenue streams
and access to a broader
market through the
multiplier effect.“

What is clear from our multi-year research is that the expansion of partner ecosystems
is beginning to separate the leaders from the pack. As we have seen with customer
expectations, market boundaries are no longer relevant. Customers want to buy when and
where and from whom they want. Technology is fueling customer expectations, altering and
expanding the traditional markets and channels through which insurance is sold, including
automotive, transportation businesses, big tech and more. This creates greater value for
insurers and brokers due to new revenue streams and access to a broader market through the
multiplier effect.
But are insurers and brokers growing their partnerships and ecosystems?
Figure 14 reflects an active level of experimenting and growing partnerships. Selling a product
on a partner platform with revenue sharing stands out, with 62% of companies saying they
already do this. This likely involves selling a product through another insurer who does
not have it – such as direct auto writers offering another insurer’s homeowners or renter’s
product. Likewise, selling white-labeled products from another company (54%) or whitelabeling your own product to be sold by another company (46%) have become traditional
ways of expanding market reach.
Two newer and more innovative options also stand out: Offering APIs to embed your product
with another companies’ offering or on their platform (54%) – like the Amazon-Acko example
previously noted; and Partnering with other companies to embed an insurance product as
part of their product or service (50%) – like what Tesla is doing. When you add the levels
of consideration and planning to these, the numbers jump to 89% and 88% respectively,
outpacing even the traditional partnering and white labeling, suggesting a shift in the types
of partnerships being used, and greater alignment of offering products where and when
customers want them – shifting the model from a selling to a buying focus.
Page 18
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Levels of activity in
forming connection
FIG. 14 and partnerships
with other
organizations

Comparing these survey results to our 2020 Strategic Priorities results reveals that the
companies with affinity and program business models are positioning themselves well ahead
of “traditional” companies and as leaders in strategic partner ecosystems, as reflected in
Figure 15.
The gap between traditional and affinity / program business companies ranges from 14%33% higher in offering the different options to partner with other companies and reach new
markets – whether through APIs (26% higher), embedding insurance (28% higher), or selling
white label products from another company (33% higher). Affinity and program business
companies are poised to take leader positions in a rapidly shifting landscape of customer
expectations.
Companies who are not actively engaged in building a partner ecosystem through affinity
and program business are losing out on a significant growth engine and will find fewer
opportunities for partnerships the longer they delay.
Levels of activity in
forming connection
FIG. 15 and partnerships:
traditional insurers
vs. affinity/program
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New Marketing Channels: Putting Products in the Path of Purchase
“For decades, agents and
brokers have long been
the channel of choice for
P&C and L&A insurers.
However, this decadeslong choice and channel
landscape is rapidly
shifting and changing,
driven by a number of
factors, but especially
customers and partner
ecosystems.“

For decades, agents and brokers have long been the channel of choice for P&C and L&A
insurers. However, this decades-long choice and channel landscape is rapidly shifting and
changing, driven by a number of factors, but especially customers and partner ecosystems.
Brokers and MGAs today are not just selling insurers’ products, many are creating their own
products to take to market through new partnerships. The 2019 TMPAA study highlighted
that 84% of program administrators planned to introduce new programs over the next two
years.
Customer expectations are shifting to a multi-channel world, challenging insurers to provide
channel options and choice, whether directly or through partners. Multi-channel distribution
options enhance customer interactions on the customer’s terms … not the insurer’s.
We asked the companies surveyed to indicate how actively they were working with the full
range of channels – the same ones we asked consumers about in our life and auto insurance
research earlier in 2020. The results were quite interesting, as depicted in Figure 16.
• The top 3 traditional channels already being used were what you would expect to see,
		 such as groups or organizations (73%), financial planning services (35%), and banks or
		 credit unions (50%).
• The top 3 new channels being used, such as Facebook (42%), Google (31%) and 		
		 embedded in the cost of an event or activity (23%), were surprising and encouraging.
Though we suspect Facebook and Google may be via marketing ads rather than real
partnerships.
When you look at the chart overall, what is visually telling is that only 18% (6 of the 34)
channel or partner options are 50% or more – already doing and considering/planning
combined – reflecting a very narrow view of channels that significantly limit reach and
revenue opportunities. Only 12 of 34 (35%) show a third or greater activity … re-emphasizing
the constrained view of companies and a wide-open field for those who dare to be creative in
establishing a next-generation partner ecosystem. Companies are leaving the door wide open to
competitors within and outside the industry.
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Channel options

FIG. 16 currently/planning
to use

“Companies are aligned
on only 7 channels of
importance to consumers,
4 for the younger
and 3 for the older
generation, highlighting
a limited reach for both
generations.“

Compared to what consumers feel about these channel options, the gaps between providers
and customers become painfully obvious, as depicted in Figure 17. Key findings:
•
		
		
		
		

Nearly 67% (12 out of 18) are missed opportunities with the younger generation in
the upper left quadrant, whereas only 28% (5 of the 18) are missed opportunities 		
for the older generation. This highlights how business assumptions and models are not
adapting to the younger generation, which will dominate buying within the next four
years, leaving many insurers “flat-footed.”

• Companies are aligned on only 7 channels of importance to consumers, 4 for the 		
		 younger and 3 for the older generation, highlighting a limited reach for both 		
		 generations.
• In contrast, insurers and consumers are aligned on 9 channels of less importance with
		 1 focused on the younger generation and 8 for the older generation – areas that are
		 not as strongly viewed by customers.
• Finally, three channels have over-investment by insurers, one for the younger 		
		 generation and two for the older generation: Google and Facebook.
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The key insight from this chart is that for insurers to reach customers on their terms via a
wider array of channels, they need to have strategies and plans that will move these channels
into the top right quadrant of alignment. Today, there are so few, highlighting an unmet need
and expectation that correlates to limited growth in the affinity and program business market.
So, while we have seen strong growth over the last five years as noted previously, the growth
potential is significantly more … if insurers develop strategies and plans to do so.

Gaps and alignments
on channels between
FIG. 17 consumers and
affinity/program
business companies

In addition, we compared companies’ and consumers’ views of other products that could be
offered as part of an experience for either auto or life, part of an Ecosystem App concept in
the Auto and Life surveys.
• We found 45% (5 of 11) were missed opportunities for each generational segment.
• Only one (10% or 1 of 11), financial planning / retirement service, was aligned to 		
		 customer expectations of both generational groups.
• For customer choices of less interest, companies were aligned on 45% (5 of 11) of
		 them.
Once again, the key insight from this chart is that customers have a broadening expectation
of products and services to be offered that insurers are misaligned to – particularly for missed
opportunities that could have significant enhancement of customer expectations. It highlights
the potential of new partnerships and revenue options beyond tradition insurance premium
that will strengthen customer relationships and engagement.
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Gaps and alignments
on adjacent products
FIG. 18 between consumers
and affinity/program
business companies

New Partnership Models Emerging
“Both startups and
traditional companies are
experimenting, creating
new models that will help
address new expectations
and drive growth.“

The future of insurance will require us to redefine our products, partnerships and customer
experiences based on the customer … not on how we have always done business.
In this new era of insurance, market leaders are experimenting with new opportunities. They
are establishing new strategic partnerships. They are offering innovative new products. They
are experimenting with offering insurance when and where customers want it. Fortunately,
both startups and traditional companies are experimenting, creating new models that will help
address new expectations and drive growth. Here are a few of those companies.

Sofi
One of the best examples of a company looking at the customer across life, health, wealth
and wellness is Sofi, a Fintech organization. Sofi started out as a student loan consolidator
and provider, and has rapidly expanded to owning the entire customer financial services
relationship – life, wealth, health and wellness. Sofi states its mission is “to help people reach
financial independence to realize their ambitions. And financial independence doesn’t just
mean being rich – it means getting to a point where your money works for the life you want
to live.”
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Sofi, because of their original focus on student loans, has been capturing the next generation
of customers – Millennials, Gen Z and eventually Gen Y. They now have over 1 million
members and 7.5 million contacts, where members may represent family units. They have
provided over $30B in loans and have developed a sophisticated digital platform and
ecosystem that enables the full life, wealth, health and wellness experience, represented in
Figure 19. This includes:
• They created “Vaults” for customers to use for saving and spending, for categories like
		 insurance, taxes, travel, house, emergency fund, etc.
• Their members are a community, to which they offer and encourage networking.
•
		
		
		

They offer insurance through their ecosystem of partners including Ladder Life for
life insurance, Lemonade for renters or homeowners insurance and Root for auto 		
insurance. All InsurTech startups that are focused on creating innovative new products
and different digital experiences.

• They offer value-added services including career counseling, member rate discounts,
		 unemployment protection program, member events, financial planning, referral 		
		 bonuses, exclusive member discounts.
• They have expanded their ecosystem with MasterCard and Samsung Money to support
		 digital payments.

FIG. 19 Sofi’s Ecosystem plays
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Grab and Gojeck
Grab started in Kuala Lumpur, Malaysia in 2012 and is now Southeast Asia’s largest mobile
technology company. It connects millions of consumers to millions of drivers, merchants, and
businesses. During COVID-19 it has become especially valuable to customers, strengthening
their customer relationship and loyalty, thereby opening up future possibilities.
Gojeck began in 2010 in Indonesia as a motorcycle ride hailing service. It has evolved to a
suite of more than 20 services and is recognized as a leading tech company serving everyday
solutions for millions of customers across Southeast Asia. They are creating a seamless
experience for customers while also providing a positive socio-economic impact for millions
of their partners (drivers, merchants, service providers).

and Gojek
FIG. 20 Grab
mobile apps

Phil at Home by AG Insurance
Technologies including IoT and wearables have rapidly matured from the emerging stage
over the past five years. As I discussed in my 2019 blog, Insurance at the Intersections of
Protection and Prevention, the real opportunity for these technologies was to create a
bridge from P&C and Home Security into Home Health and Wellness. As health awareness
technologies arise, there is place for P&C insurers (using IoT devices to protect the home) to
add value to those who choose to age-in-place – connected home and health all in one. With
more than 10,000 Baby Boomers retiring each day, this is a huge market opportunity.
AG Insurance in Belgium, with an offering called Phil at Home, is an example that uses home
IoT to support the elderly staying at home and being safe. They used smart technology
to safeguard their clients and their home while providing access to a range of services
including home repairs and maintenance, food delivery, medication reminders, and more. The
concept is a creative utilization of traditional P&C and life & health with regard to protection
and services. It epitomizes the focus on a customer-first approach, rather than a product
approach. In today’s COVID-19 environment and with the increasing cost of nursing home
care, this option provides a unique value to their customers.
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Imagine Now – Smart Insurance for Families by Generali
A number of years ago, the concept of a single insurance policy that would adapt as you went
through life was an idea discussed by a number of different companies. But the idea could not
be done due to the old mainframe, analog systems prevalent back then. Fast forward and the
idea has morphed and emerged as a reality.
Imagine Now by Generali in Italy offers a single policy that meets the needs of the family,
including facets of home, accident, health and pet protection – all wrapped into a digital
service. Services such as connected home, pet, health and security were delivered via an
app, helping to manage common, high-level family needs over the lifetime of the policy. This
concept is radically different – approaching the need from the customer point of view, not
from our long-held traditional insurance point of view.

Allianz
Buying travel insurance via a travel app is now just the basics. It is now all about a customer
experience. Allianz, a pioneer in travel insurance, is taking it to a new level by shifting from
a policy transaction to provide a broader customer experience, driving engagement, value
and loyalty. Travelers receive recommendations on where to go, safety and security alerts
(using geo-location from the mobile phone) and other valuable services that will improve the
experience while reducing risk. It is a great example of thinking beyond the traditional “risk
policy” to a broader customer relationship.

Conclusion
“For category relevance
the market must
address that traditional
connections are in rapid
decline; they may linger,
yet not remain a source
of dynamic growth.
Yet huge opportunities
await if we look at things
through the eyes of those
who buy the products.“

As PIMA shared in their Affinity 2030: Exploring Our Blind Spots for a Brighter Future, for
category relevance the market must address that traditional connections are in rapid decline;
they may linger, yet not remain a source of dynamic growth. Yet huge opportunities await if
we look at things through the eyes of those who buy the products.

The PIMA research distilled 7 tenets that players in the affinity / program
business space must follow to ensure success and relevance:

1

To remain relevant demands a
willingness to behave differently.

2

The key to relevance is understanding
how the two constants of our
industry—risk and trust—operate in a
world of fast-moving information.

3

Change means conflict. A mindset
that demands resolution is essential.

4

Find a path that makes it easy
for customers to understand your
products and see its benefits.

5

The traditional affinity model is
nearing its end as the dominant force
for marketing organizations.

6

There are powerful lessons in the
world of customer experience for
designing products and services of the
future.

7

Because a risk-based business
confronts wicked problems, the
industry needs new methods for
design and innovation.
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Market boundaries are no longer clear. They are shifting and, in some cases, evaporating.
The combination of technology and customer expectations is directly impacting insurance
by altering the traditional ecosystem of agents and brokers – who, yes, are still relevant
– to have insurance embedded or sold differently across a broader ecosystem including
automotive, transportation businesses, big tech and more.
By doing so, these partners are breaking down business and market boundaries to make the
ecosystems operate fluidly, based on the customer needs and expectations for both the risk
product and other value-added services. This, in turn, creates greater value for these insurers
due to new revenue streams and access to a broader market through the multiplier effect.
But what are the inhibitors to establishing a multi-channel strategy?
“Future market success is
increasingly dependent on
multi-channel strategies,
including how to support
the traditional agent/
broker channel and new
strategic partnerships.“

• Current business models remain aligned with older generation buyers, not the younger
		 generation.
• Affinity and program business models are still heavily focused on traditional models,
		 rather than the models customers expect.
• Many insurers do not have next-generation platforms and capabilities – often still 		
		 operating with legacy systems that lack of digital, advanced technologies, data and
		 analytics and the ability to easily build and access a partner ecosystem.
Future market success is increasingly dependent on multi-channel strategies, including how
to support the traditional agent/broker channel and new strategic partnerships. These are
crucial to insurers’ ability to maximize growth strategies today and in the future. Insurers must
master the science and art of making relevant and timely digital connections with customers
who are motivated by life events and make it easy and satisfying for them to complete the
insurance purchase process. To make this transition and capture the real growth potential of
affinity and program business insurers must:
Embrace a Strategic Multi-channel Approach to Reach Customers on their Terms. The
viability of the insurance industry is vitally connected to demographic trends, market
trends, customer opinion and adoption of new technologies. If insurers lose touch with our
customers, both current and future, insurers will lose business. The result is a porous market,
where engagement is everything and the relationships between businesses, customers,
channels and partners is crucial. Insurers unprepared for a new dominant insurance buyer may
find they are no longer relevant after this major shift.

“Insurers must align their
strategies around core
system platforms, digital
experience platforms,
next-gen technologies
and ecosystems that
are technically and
architecturally different
than the on-premise
“modern core” solutions
of the past.“

Innovate and Create New Affinity and Program Business Models. Insurers need to
proactively rethink the traditional business model and product assumptions for affinity and
program business to meet a broader customer need and expectation that adapts and changes
in real-time based on customers’ needs and behaviors.
Embrace innovative partnerships, ecosystem development and connections. Insurance
companies increasingly are competing in a new paradigm beyond their brand, product, price
and distribution – the latter being primarily agents. This new paradigm uses innovative
approaches and value creation by transitioning from vertical market boundaries to porous
market boundaries – or ecosystems. Leveraging these ecosystems, leading companies are
rapidly developing innovative business partnerships that drive growth through embedding of
products in other businesses, revenue sharing, white labeling, and new channel options.
Realize that Business Platforms are Mandatory. Insurers must align their strategies around
core system platforms, digital experience platforms, next-gen technologies and ecosystems
that are technically and architecturally different than the on-premise “modern core” solutions
of the past. The heart of the insurance platform is an orchestration of next gen technologies
including cloud-native computing, microservices, APIs, new data sources, artificial intelligence
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“How does your business
strategy align to what
leaders are doing? What
is your multi-channel
strategy? Will your
technology support your
strategy? What specific
plans can you take to
improve your odds of
success?“

(AI) and machine learning (ML), coupled with an ecosystem of partners that provide
innovative or complementary products and services. Digital experience platforms create the
ability for constant touchpoints with customers in simple ways by plugging into capabilities
that enable cost-effective growth while bringing insurance coverage closer and more
personalized to the customer. This creates tremendous potential for both penetrating existing
markets and reaching or creating brand new markets.
In our Strategic Priorities research from earlier this year we found Leaders – those focused
on new channels, partner ecosystems and technology – are well out ahead of Followers and
Laggards. Leaders are expanding channels at a staggering rate of 20% more than Followers
and 60% more than Laggards – expanding market reach and the ability to acquire and retain
customers and revenue.
How does your business strategy align to what leaders are doing? What is your multi-channel
strategy? Will your technology support your strategy? What specific plans can you take to
improve your odds of success?
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