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“It is, unfortunately, one of 
the chief characteristics 
of modern business to be 

always in a hurry. In olden times it 
was different.” 

This prescient quote from The 
Medical Record weekly journal was 
published on March 15, 1884, but 
those of us operating in the mod-
ern business world can still relate 
to the sentiment.  

The pace of change has acceler-
ated beyond our imagination, and 
the disruptive external influences 
on our business continue to con-
verge in interesting and often unex-
pected ways. While there are many 
demographic, social, technological 
and economic forces affecting the 
future of the insurance industry 
today, six of these dynamics are fun-
damentally shaping the future in 
which the life and health insurance 
industry will operate.  

1. The Quantified Self
At the convergence of technol-

ogy, data analytics and personal 
fitness trends lies the Quantified 
Self movement. Consumers have a 
new and ever-expanding influence 
over the attainment of their fitness 
goals. Wearable devices such as the 

Nike FuelBand, Jawbone Up and Fit-
bit’s Zip, One and Flex seamlessly 
integrate with mobile phone apps 
and Web-based nutritional databas-
es such as MyFitnessPal.com and 
LoseIt.com to allow users to eas-
ily monitor their physical activity, 
sleep patterns and caloric intake.  

Beyond these wearable devices 
are new technologies that prom-
ise to increase the accessibility and 
reduce the cost of monitoring and 
screening for a wide range of con-
ditions. Urinalysis at home can be 
performed using the uChek iPhone 
app to monitor kidney function 
and glucose and cholesterol levels. 

Home testing is currently avail-
able in the United States for dis-
eases including HIV and hepatitis 
C, with FDA approval for additional 
tests on the way. Cancer screen-
ing has also improved with Pros-
tate Specific Antigen at-home tests, 
apps that use a smartphone camera 
to measure the risk of skin lesions 
and even a bra designed to detect 
breast cancer in younger women 
for whom mammograms are less 
effective. To accelerate the speed of 
progress in this arena, Qualcomm, 
inspired by Star Trek, launched the 
$10 million “Tricorder XPrize.” The 
winner of this competition, to be 
selected in 2015, must develop a 
device that can accurately assess 
16 medical conditions and measure 
five vital signs.  

Direct-to-consumer genetic test-
ing has become more accessible as 
the costs from companies such as 
23andMe continue to drop. Genetic 

tests substantially increase individu-
als’ understanding of their own risk 
profiles beyond existing conditions 
and fitness, and into one’s personal-
ized genetic predisposition of devel-
oping certain conditions before 
symptoms even appear.

The primary challenge for the 
insurance industry is that the 
Quantified Self movement and the 
related technologies that support 
it may increase the information 
asymmetry between applicants and 
underwriters as consumers learn 
more about their own risk pro-
files. A wider information gap may 
lead to adverse selection as those 
with increased risk factors become 
more likely to purchase insurance, 
or alter the types of products they 
choose to buy. Additionally, there 
is the risk that consumers will rely 
too heavily on the assessment of 
these new tools and forgo a more-
thorough medical examination.  
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The potential opportunities, 
though, are tremendous. Consum-
ers, armed with technology and 
personally engaged in tracking 
their wellness goals, will be able 
to detect diseases early and mod-
ify their behavioral risk factors to 
improve their own outcomes. 

This may be especially effective 
in work site wellness programs 
where the employer has regular 
contact with insureds and can pro-
mote lifestyle changes using these 
devices as incentives. These tech-
nological devices also create the 
opportunity for discounts on insur-
ance products tied to verifiable 
progress toward wellness goals. 
Much like the Progressive SnapShot 
telematics device used to measure 
automobile driving behaviors, wear-
able health monitors allow con-
sumers to signal to the insurance 
company that they have healthy 
lifestyle habits. 

Finally, point-of-sale underwriting 
using smartphone health screening 
tools may improve the speed and 
quality of risk assessment.

2. Big Data Integration
At the convergence of trends in 

social media, consumer databases, 
electronic health records, and count-
less other sources lies the explosion 
of “big data.” IBM estimates that 2.5 
quintillion bytes of data are created 
each day, and that 90% of the data 
in the world today has been created 
in the past two years. The integra-
tion of these disparate data sources 
provides a rich picture of an indi-
vidual’s digital footprint.

One of the most overwhelm-
ing challenges of dealing with big 
data is building and supporting the 
physical infrastructure and technical 
capabilities to process and mine the 
data. Companies able to meet this 
challenge and develop actionable 
insights from large and inherently 
“noisy” datasets will have a signifi-
cant competitive advantage. Most 
importantly, insurance companies 
must uphold a sacred trust with 

consumers. Privacy considerations 
and consumer fairness must be pri-
mary objectives when developing 
any strategy that capitalizes on the 
integration of big data sources.

Datadriven analytics provide an 
economically feasible way for insur-
ance companies to serve younger-
age, lower-policy-size customer 
segments that have been largely 
ignored by traditional distribution 
channels. By leveraging the inte-
gration of health and lifestyle data, 
successful companies will develop 
products that are competitively 
priced, underwriting processes 
that are faster and less invasive, 
and portfolios of solutions that are 
responsive to the changes in a cus-
tomer’s needs and life stages.

3. Shifting Demographics
At the convergence of longev-

ity, migration and fertility trends 
lies shifting demographics. While 
the persistent improvement in life 
expectancy over many decades is 
to be celebrated as one of society’s 
great collective achievements, the 
combination of lower post-baby-
boom fertility rates and increased 
longevity has also led to a steadily 
aging population. 

The Pew Research Center proj-
ects that 10,000 American baby 
boomers will turn 65 every day for 
the next 17 years. As populations 
age, significant strain is placed on 
social safety nets. In 1940, there 
were 159 workers for every Social 
Security beneficiary, but today 
there are only three. 

This strain will extend to health 
care delivery systems as increas-
ing numbers of the largest genera-
tion begin to reach their 80s, 90s 
and beyond. Increasingly, adults will 
need to care both for their young 
children and their elderly parents, 
and four-generation families will 
become more common.

The private insurance industry 
serves an important role in help-
ing individuals secure their finan-
cial futures. Innovations will need 

to be tailored to the needs of the 
elderly, including long-term care, 
asset accumulation and wealth pro-
tection. Risk assessment protocols 
must continue to evolve to incor-
porate the unique risk factors of 
the elderly, including cognitive 
function, frailty and socialization. 
Employers may experiment with 
defined contribution benefit mod-
els, which will allow employees 
to select from a menu of products 
suited to where they are in life.

The industry must also innovate 
to meet the financial protection 
needs of the millennial generation 
and the younger generations to 
follow. To this end, RGA launched 
a nationwide crowdsourcing con-
test, the RGA Market Innovation 
Challenge, to solicit new insights 
into the challenges of selling insur-
ance protection products to Ameri-
cans who are 35 years of age or 
younger. 

The objective of this contest 
was to find innovative ways to 
effectively reach this market, pro-
mote awareness of insurance and 
protection products, and develop 
effective education, distribution, 
product and underwriting solu-
tions. Successful companies will 
recognize the important differenc-
es in the expectations, risk pro-
files and consumer preferences of 
younger generations and diverse 
cultures as demographic and psy-
chographic trends continue to 
evolve. 

4. Risk Factor Evolution
At the convergence of medicine, 

lifestyle and technology trends lies 
the evolution of risk factors. Prom-
ising areas of research including 
genomics, proteomics, regenera-
tive medicine and nanotechnology 
provide an exciting glimpse into 
how sustainable improvements to 
mortality and morbidity risk may 
be achieved. Research into the bio-
logical process of aging may lead to 
advances that substantially alter the 
shape of the survival curve. 
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On the other hand, the loom-
ing threat of pandemics, mutated 
or emerging pathogens and drug-
resistant diseases may offset positive 
gains elsewhere.

Technological advances in auto-
mobile safety, including a possible 
future with self-driving cars, may 
lead to continued improvements in 
accident rates. 

On the behavioral risk side, 
increases in childhood and adult 
obesity serve as a substantial drag 
on progress in mortality and mor-
bidity risk improvements. Addition-
ally, decreases in smoking preva-
lence over the past several decades 
have led to dramatic improvements 
in the incidence of smoking-related 
diseases, but unfortunately those 
improvements have stalled in 
recent years. 

The lack of certainty in know-
ing how these various trends will 
evolve is one of the key challenges 
faced by life and health insurers. 
Predictions of future mortality 
and morbidity risk trends are cru-
cial to the development and pric-
ing of insurance products, but are 
extremely difficult to make amid 
considerable uncertainty. Although 
effective enterprise risk manage-
ment programs will set aside capi-
tal for pandemic, mortality trend 
and misestimation risks, calculation 
of the appropriate capital to hold 
must be based on a series of impre-
cise assumptions.  

Everyone’s great hope is that the 
advancement of medical research 
and management of behavioral risk 
factors will lead to improved health 
outcomes throughout society. For 
the insurance industry, opportuni-
ties exist to directly influence these 
outcomes by providing direct sup-
port and funding to the medical 
research community, and by devel-
oping incentives inside products 
that encourage and reward positive 
changes to an individual’s behav-
ioral risk factors. 

In the face of uncertainty, the 
insurance industry also must con-

tinue to help customers to provide 
for their own financial security by 
developing and promoting inno-
vative protection products which 
cover the financial costs of death, 
chronic illness, long-term care and 
advanced longevity.

5. Regulatory Change
At the convergence of public 

policy, product innovation and con-
sumer protection trends lies regula-
tory change. Accounting standards, 
capital and reserve requirements, 
and data privacy regulations con-
tinue to evolve globally. 

In the United States, the impact 
of the Patient Protection and 
Affordable Care Act is still emerg-
ing, with ramifications that will be 
felt within both the group and indi-
vidual insurance markets. Overall, 
PPACA will result in more people 
enrolled in health insurance plans. 
There will be shifts in enrollment 
between private and public plans, 
and employers may consider shift-
ing more employee benefit costs to 
employees while accommodating 
the work site purchase of insurance 
through voluntary, employee-paid 
coverage.

Preparing for an uncertain reg-
ulatory future creates a difficult 
environment in which to make 
investment decisions on new prod-
ucts or systems. The ultimate costs 
of complying with new regulations 
can be significant in both time 
and hard dollars. Smaller compa-
nies are especially challenged to 
keep up with complex compliance 
requirements.

For insurers, the key to success 
will be building and maintaining 
customer trust. Product innovations 
designed to exploit regulatory loop-
holes will create only Pyrrhic victo-
ries. Sustainable competitive advan-
tage will be achieved by companies 
that are able to build robust risk 
management systems that antici-
pate the emerging expectations of 
consumers, regulators, ratings agen-
cies and shareholders.  

6. Macroeconomic Environment 
At the convergence of financial 

markets, public policy and consum-
erism trends lies the macroeconomic 
environment. The past several years 
have been characterized by low 
interest rates, sluggish economic 
performance and periods of high 
equity volatility. Although predict-
ing the future of the economy is 
fraught with uncertainty, there is 
no doubt that these factors will fun-
damentally influence the life and 
health insurance industry’s future.

Low investment yields on fixed 
income assets create significant 
headwinds for life insurance com-
panies with long-duration liabilities. 
While gradual increases in interest 
rates may yield additional income 
on new money invested by insur-
ers, dramatic spikes in future yield 
rates could spark significant disin-
termediation risk and capital losses. 
Difficult economic times have also 
been correlated with higher disabil-
ity claims activity, increased suicide 
risk and higher lapse rates.

When the economy rebounds, 
however, individuals will have more 
room in their personal budgets for 
protection insurance, and a greater 
need to invest their asset portfolios 
efficiently. Successful companies 
will anticipate a range of possible 
economic scenarios and develop 
strategies to help their customers 
weather the uncertainty.

Challenges and Opportunities
At the convergence of these 

external dynamics lie great chal-
lenges and great opportunities. With 
so many evolutionary and disrup-
tive forces in constant motion, spe-
cific predictions of the future are 
a fool’s errand. By understanding 
the direction and impact of these 
forces, however, insurers can design 
game plans for a variety of scenarios. 
The life and health industry must 
continue to innovate and anticipate 
changes and their effects to take full 
advantage of the accelerating stream 
of opportunities that lie ahead.� BR


