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Introduction

Digital innovation within insurance distribution is moving at a rapid pace. Life insurers are aiming to
meet the rising bar of higher service standards and growing customer expectations.

Earlier this year, RGAX conducted research through the online survey “Digital Distribution: 2018
Pulse of the Industry,” targeting small-to-medium-sized U.S. insurers. The goal was to provide a
current outlook on the level of education and capabilities within the digital marketing space for
insurance. This report features telling insights from survey respondents on how they currently
engage with digital marketing tools, partners, and vendors. It also overviews potential
enhancements to the customer experience and additional opportunities for growth and scalability.

Key findings summarized in this report provide a snapshot of both the current digital marketing
environment and future investments planned within relevant channels.

Thank you to the participants who made this research and report possible. Your contributions were
crucial, and we intend this overview to help enhance your industry knowledge, tackle digital
marketing challenges, and uncover new opportunities for progress.

We look Forward to continuing to support your efforts and growing this exciting business
channel together.

Sincerely,

Donna Jermer
Vice President, Distribution Lead, RGAX LLC

T:513-314-0791 E: donna.jermer@rgax.com
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Products and Channel Marketing

For existing product offerings, term products fully underwritten garnered the most responses and
are currently marketed by 19 (out of 25) carriers'. Annuities ranked as the second most popular
product, marketed by 17 respondents. Next came whole life fully underwritten products (16) and
universal life (14). Less than half of respondents indicated marketing any one of the remaining
products, which included digital distribution: final expense simplified issue (11); final expense whole
life (11); term: simplified issue (9); accidental death and disability insurance (5); variable universal life
(3); and long-term care products (1). Nine respondents indicated marketing a product other than the
types listed here.

Figure 1: Current Products Marketed by Carriers (25 Respondents)

Term: fully underwritten 19
Annuities 17
Whole life fully underwritten 16
Universal life 14
Final expense simplified issue 11
Final expense whole life (graded) 11
Term: simplified issue 9
Other 9
Accidental death 7
Disability insurance 5
Variable universal life 3

Long term care |1

Use of Digital Marketing by Channels of Distribution

As referenced in Figure 2, career, captive, and affiliated agents represent the channel with the
highest reported utilization with 15 respondents using this channel. A range of independent agents
followed, including general agents (GAs - 14 responses), independent marketing organizations
(IMOs - 13 responses), managing general agents (MGAs — 10 responses), and business general
agents (BGAs — 9 responses).

T A total of 25 carriers participated in our survey. We received more than one response from three carriers with
responses from different divisions, offering differing perspectives, so we have incorporated all views with the
exception of Figures 1 and 2.
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Nine carriers reported offering products through their group, employer group, and worksite
marketing channels. Affinity and partnership marketing is used by seven respondents, while banks
and financial institutions were reported as viable channels by six respondents. Only five of 25
carriers reported using a full-service broker dealer and just four a direct-to-consumer channel.

The use of digital marketing mirrored the channels utilized but with lower numbers in total. The
largest differences between the number of respondents using the channel and the number using
digital marketing could be found among GAs (14 vs. 7) and group/employer group/worksite
marketing (9 vs. 2).

Figure 2: Distribution Channels Utilized and the Use of Digital Marketing (25 Respondents)

Affinity and Partnership Marketing 7
Career / Captive / Affiliated Agents g 15
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Independent MGA 10
Agents BCA 9
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Group / Employer Group / Worksite Marketing
Financial Institutions / Banks

Full Service Broker Dealer

Direct-to-consumer
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Distribution channels utilized m Use of digital marketing

Lead Generation
Current Progress for Testing Direct-to-Consumer Digital Marketing

Of the 28 survey respondents, 64% reported that they are currently testing digital advertising, and
50% are testing an online e-application journey. Refer to the graph displayed in Figure 3.

One quarter (25%) of participants indicated that they are testing immediate online approval
processing (other than guarantee issue), and the same percentage are testing issuing policies
digitally with a PDF of the policy to a customer e-portal. Additional D2C strategies include fully
digital capabilities For online lead generation (21% of respondents testing) digital lead generation
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for agents (14%), and digital lead generation to a call center (11%). Interestingly, 14% indicated that

they have not made any progress for any of the categories listed in the survey.

Figure 3: Progress for Testing D2C Marketing

Digital advertising

An online e-application journey

Immediate online approval processing (other than
guaranteed issue)

Issue policies digitally with a PDF of the policy to a
customer e-portal

Fully digital online lead generation (includes online
quoting)

Conduct digital lead generation for our agents

None of the above

Conduct digital lead generation to a call center

Future Planning for Lead Generation

64%

50%

25%

25%

21%

14%

14%

11%

For most participants (about two-thirds), future planning for digital lead generation is underway,
with 43% of the survey respondents planning to begin testing with the next two years and 25%
expecting to pursue lead generation beyond the next two years.

Figure 4: Future Planning for Lead Generation (28 Respondents)

32%

25%

We have no plans to do this
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We plan to do this beyond the
next two years

43%

We plan to begin testing digital
lead generation in the near future
(1 -2 years)
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Testing Digital Marketing

Figure 5: Current and Planned Testing Digital Marketing Capabilities (27 Respondents)

Advertising (e.g. display, social media) 13
D2C website (e.g. landing pages, blog, “

(oo}

mobile capabilities)

Online quoting 9
Risk selection scoring 4
seo/sem [ Current capability
5
m Continue to expand /
build-out in 2018
CRM 8 Plan to implement >

Marketing automation (e.g. forms, lead Jyears
arketing automation (e.g. forms, lea _
nurturing/scoring) 2 7

Influencer / affiliate marketing 4 -

A/B testing 4

® No plans

Not unexpectedly, the largest group of respondents (13) currently have testing capabilities in place
for advertising (e.g., display and social media) as it is the most readily available digital strategy.
Another 10 participants plan to continue to expand or build out these services in 2018. D2C web
activities, such as landing pages, blogs, and mobile testing, are currently in place for eight companies
with another eight having immediate plans to implement. Current testing for online quoting is in
progress for nine participants, and another six have short-term goals to get started. Eight
participants reported CRM capabilities with another five having CRM expansion plans in 2018.

It is interesting to note that A/B testing was not a more pervasive capability. Tech leaders like Netflix
provide a strong example of how insurers could be adapting technology with the goal of increasing
customer engagement and satisfaction. Netflix's competitive advantage stems from its large-scale
investment into understanding how customers engage with its products and innovations. Netflix
conducts rigorous A/B testing to determine how consumers respond to product changes,
personalized homepages, and Ul designs. This strategy has proven effective, and insurers might
consider incorporating a similar approach into their digital strategies.

Insurers have typically developed products based on the rules of compliance or actuarial
requirements rather than through insightful research into customer preferences. Customers are
more likely to be engaged in a sales process that is visually appealing and attractive on an emotional
level, or that delivers optimized marketing messages uniquely relevant to them.
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There is a correlation at successful companies between high customer satisfaction and high profit
margins. The insurance industry has much to learn from innovators like Netflix.

Online Application Processing

For the small-to-medium-sized carriers seeking new strategies for e-application processing, 21%
reported partnering with startups or external partners. Another 43% of respondents indicated that
they did not currently have any active partners or partnerships for this function, but were exploring
or planning to partner in the future. The remaining 36% reported no interest.

Partnerships provided respondents with the following key ways to enable e-application selling
strategies:

¢ Improved mobile delivery options

e Development of D2C and accelerated underwriting platforms
e Ventures with insurtech startups

e Greater flexibility with multiple vendors For broker partners

e E-application support (e.g., iPipeline)

Signature and Credit Card Processing Capabilities

Increased capabilities such as signature and credit card processing make the customer journey
smoother and more convenient for those buying insurance.

Our survey findings reflect that the majority of 23 respondents, 87%, offer digital signature
processing, while 65% offer voice signature processing capabilities. Credit card processing lagged
slightly behind with only 52% offering digital capabilities and 40% using voice commands. Please see
Figure 6 below.

Figure 6: Processing Capabilities for Digital and Voice (23 Respondents)

15

m Digital
9
Credit Card Processing

9 Voice

Signature Processing
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Data and Risk Selection

Despite the continuous “buzz” around using data to enhance insurance sales strategies, our survey
findings did not yield a high number of respondents currently using data with a customer focus,
suggesting this may be an area for growth. Respondents to this question indicated a broad range in
the number of strategies they are employing. Meanwhile, one carrier reported “this is exactly where
we fall short” and another is “just starting to talk about this now.”

The use of only one data strategy was reported by 46% (of 26 responses), while 15% reported using
two and three strategies respectively. 8% reported implementing four data strategies with a
customer Focus, while 4% of insurers use five types. Another 12% (three respondents) reported
using eight strategies for data to drive sales.

Upselling and cross-selling was the most utilized application of customer data with 39% (of 26
respondents) reporting use of this strategy. Customer segmentation overall and by product was
next at 36% utilization.

As the importance of accelerated underwriting gains traction in the U.S. and abroad as a means to
increase sales by processing applications faster and more efficiently, 32% of respondents reported
having a strategy in this area. Interestingly, only 29% reported using underwriting data propensity
models based on criteria such as smoking status, aggregate credit ratings, driving records, and
behavioral history.

The use of additional data strategies with a customer focus can be found in Figure 7.

Figure 7: Data Strategies with a Customer Focus (26 Respondents)

Customer data for upsell and product cross-selling 39%
Customer segmentation overall and by product 36%
Data models for accelerated underwriting 32%

Customer data for customer communications

o,
(personalization) o
Underwriting data propensity models (smoker, aggregate 9%
credit, driving records, behavioral, etc) °
Analysis of prospects, suspects and customer data in your
25%
CRM
Customer e-portal using data for a better service 259
experience o

Customer data for persona targeting with lead gen and

o,
marketing content L

Data for conservation team 11%
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Administration and Customer Marketing

Administration capabilities lagged among survey respondents, indicating a potential opportunity to
build on these capabilities For customer support. Eleven out of 28 reported having policy e-delivery
(a PDF of the policy) option, while do-it-yourself customer service processing in an e-portal was
indicated by 12 participants. The ability to perform online policy transactions by the policyholders
yielded just seven affirmative responses. Lastly, only one respondent reported the capability to
facilitate policyholder activity tracking for predictive analytics. Figure 8 highlights the results.

Figure 8: Administration Capabilities

Policyholder activity tracking for predictive analytics 11
Online policy transactions completed by a policyholder 7 I
Do-it-yourself cutomer service processing in an e-portal 12
Policyholder activity tracking for predictive analytics 1 -

Yes H No

As illustrated in Figure 9, some respondents reported that online transactions make up as much as
40% of business. Generally, however, call center and direct mail channels still account For the
majority of transactions.

Figure 9: Transactions through Channels
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Customer Campaigns and Outreach

Customer Campaign Types

Policyholder cross-sell marketing 60%

Customer Net Promoter Score 47%

Policyholder upsell marketing 33%

Policyholder referral marketing 7%

Figure 11: Outreach for
customer campaigns
(12 Respondents)

The most popular method of
outreach For customer
campaigns indicated by 12
respondents was direct mail
(92%), followed by e-mail
(75%) and the policyholder
e-portal (42%).

42%

Policyholder e-portal

Customer Engagement and Loyalty Plans or Campaigns

Figure 10: Transactions
through Channels
(21 Respondents)

The customer campaigns
indicated by 21 respondents
included policyholder cross-
sell marketing campaigns
employed by 60%, followed
by 47% that use customer net
promoter score campaigns,
and 38% for policy upsell
marketing campaigns. Only
7% reported employing
policyholder referral
marketing.

92%

75%

E-mail Direct mail

Thirteen survey respondents reported that they currently have engagement or loyalty plans in place,
or are planning to implement these plans or campaigns in the future to increase customer
engagement. As illustrated, below, in Figure 12, life and legacy planning programs are the most
popular, with nine respondents having a program in place and four planning to implement one.
These programs allow customers to digitally organize, store, and share vital documents or policies

with beneficiaries.

Digital Distribution Strategy Survey: 2018 Pulse of the Industry
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Identity protection programs were the second most popular response with five insurers reporting
programs in place and another two that plan to offer it. Health programs or apps, such as tele-
doctors, prescription discounts, and wellness check-ups, yielded three responses for current use and
four for planned implementation.

Figure 12: Engagement / Loyalty Programs (13 Respondents)

Life and legacy planning program (digitally organize, 5 “
store, and share vital documents/policy with beneficiary)
Identity protection program 5 Current
®m Planned
Health program or app 3 n
Other: Charitable remembrance; travel assistance; will )

preparation

Education and Level of Insurer Digital Marketing Capabilities

Carriers were asked to evaluate their level of education on digital marketing capabilities. The
majority of responses were concentrated around “some or little education” (43%) and “moderate
level” of education (36%). See Figure 13 below. Interestingly, only 11% indicated either “no
education” or “well educated” on digital marketing capabilities.

Figure 13: Level of Education Figure 14: Level of Digital Marketing Capabilities
Respondents' Level of Education on Digital We have started testing digital marketing in a
Marketing Capabilites D2C channel, and would say thus far we have:
39% 39%
43%
36%
11% 11% 0% L 7% 4%
No Some / little Moderate Well Very well No Some / little: Moderate  Strong Very strong
education || education level of educated educated capabilities capabilities|capabilities capabilities capabilities
(0) (1) education (3) (4) (0) (1) (2) (3) (4)

)
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The level of capabilities for insurers varied drastically from the level of education. Predominantly
insurers reported that they had “no capabilities” in the D2C channel or “some/little capabilities” thus
far after having started testing digital marketing. The remainder of respondents cited moderate
(11%), strong (7%), and very strong capabilities (4%).

Expansion of D2C Distribution with Dedicated Digital Marketing Capabilities

Survey respondents who have started digital marketing in a D2C channel indicated their plans for
expansion. The findings were very spread out with 25% reporting “not likely,” 29% “somewhat
agree,” 18% “agree,” 11% “strongly agree,” and 18% “very strongly agree.” Please refer to Figure 15.

Figure 15: Expansion Plans

We have dedicated digital marketing capabilities and will continue to expand on
D2C distribution

29%
25%
18% 18%
11%
Not likely (0) Somewhat agree (1) Agree (2) Strongly agree (3) Very strongly agree
(4)

For respondents indicating that they agree or very strongly agree, we noted that they have plans to
grow strategically and planned allocation of resources (e.g., hired full-time staff and plan to engage
the agents). One respondent reported the use of underwriting tools that base risk selection on
algorithms. Those who “very strongly agree” to D2C distribution expansion cited beta testing in
selected states and are making progress across the U.S. as they add products to the platform.
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Expansion of D2C Distribution with Dedicated Digital Marketing Capabilities

When asked how they would rate their own overall digital marketing capabilities, the majority of
companies (64%) indicated “some/little capabilities” (refer to Figure 16). Additionally, 11%
respectively responded “nonexistent,” “moderate,” and “strong.” “Very strong” was recorded among
a mere 4% of survey respondents.

Figure 16: Overall Capabilities

64%
1% 11% 11% 4%
Non existent Some / little Moderate Strong capabilities Very strong
(0) capabilities capabilities (3) capabilities

(1) (2) (4)

Digital Strategy Advice from Vendors and Partners

52% of 25 respondents surveyed have vendors or partners advising on their digital marketing
strategy. The partnerships cited by respondents included advertising agencies, marketing firms,
third-party consultants, research groups (e.g., LIMRA), and reinsurers. Additionally, insurers reported
that they outsource to third parties and engage lead generation partners and other vendors with
knowledge and technology to support their digital strategy.

The companies that responded they have “moderate” or “strong” capabilities stated that they
partnered with several companies or outsourced much of their digital marketing.

Digital Marketing Resources

. P . Internal
Figure 17: Digital Marketing Resources digital
. marketing
In terms of resources to support digital team, 23%

strategy, 23% of all respondents reported

having an internal digital marketing team,

while 12% work with external partners. External
The remainder, 65%, use both an internal partners,
digital marketing team and external partners. 12%

Both,
65%
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Costs Associated with Digital Marketing Efforts

Survey findings indicate that 29% of respondents think it is too expensive to introduce or expand
digital marketing efforts. However, several carriers elaborated on this topic and revealed that while
they don’t believe it is necessarily too expensive, investment in digital marketing is not yet a
recoverable cost - but could be if executed correctly. Three highlighted insights are captured here:

“Not too expensive, but the spend needs to be based upon anticipated ROl and additional leverage
points contemplated in future business.”

“Digital marketing efforts take a culture shift and sea change that requires investment in time and
money. Digital marketing would need to be prioritized with other investments in the portfolio.”

“We continue to find more inexpensive ways, but currently the external vendors we have talked to
are really out of our price range.”

Challenges to Incorporate Digital Marketing to Improve Customer Experience

The biggest challenges that organizations face when trying to incorporate digital marketing to
improve customer service (listed by number of respondents rating each a top-five challenge) include
lack of resources (24), lack of expertise (23), organizational challenges (18), lack of strategy (17 — but
six First-place votes), and lack of business case.

Figure 17: Challenges to Incorporate Digital Marketing

Lack of resources 7 B 3
4|

Lack of expertise 4 2

2 N

Lack of strategy

Organizational challenges 4 6 N
4

6
Lack of business case |2
Top challenge

Insufficient budget I8 3 m2nd

Wrong tools [ B 3rd

Legal / security concerns |1 2 : :E:
Other 3
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Conclusion

RGAX's “Digital Distribution Strategy Survey” of small-to-medium-sized U.S. insurers revealed that
64% of respondents rated themselves with “some or little” capabilities For overall digital marketing
capabilities and 43% reported having “some or little” education.

The majority of carriers predominantly market fully underwritten term products, annuities, fully
underwritten whole life, and universal life products. The concentration of distribution tended to be
through independent agents, with the integration of digital marketing.

Advertising, D2C websites, online quoting, and risk selection scoring are the digital marketing areas
that are currently enabled, are being expanded or built out in 2018, or are planned for
implementation within the next three years. Carriers continue to partner with startups, insurtechs,
and other third parties For further development of D2C channels, accelerated underwriting
platforms, and mobile delivery options to increase customer satisfaction.

The use of strategies to leverage data is an area for improvement, with less than half of respondents
using customer data for upselling and cross-selling, models for accelerated underwriting, or
customer segmentation. Another area of development is administration capabilities, including policy
e-delivery, do-it-yourself service processing (in an e-portal), and online policy transactions completed
by a policyholder.

Engagement and loyalty programs represent a growing opportunity, with the majority of
respondents implementing life and legacy planning programs, identity protection programs, and/or
health programs and apps.

While the cost of allocating resources and the expense of introducing/expanding digital marketing
efforts remains high, many survey participants still felt that it is worthwhile and may be a
recoverable cost, if done correctly.

The largest challenges to implementing a digital marketing capability to improve customer
experience are: lack of resources and expertise, followed by organizational challenges and a lack of
strategy. 52% of respondents reported partnering or using vendors to advise them on their digital
marketing strategy. These partners or vendors included advertising agencies, marketing firms,
consultants, reinsurers, lead generation partners, and tech vendors.

It is our hope with emerging tools, technology, and data-driven analytics, we can make the digital
marketing space a bit more accessible for U.S. carriers and produce a better customer experience
for consumers.
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RGAX Can Help

Regardless of your company size, having a defined digital marketing strategy is essential for your
overall business success and ensuring that your company is well-positioned for the future. However,
understanding where to start and determining your digital marketing goals and objectives can be
overwhelming.

At RGAX, we understand. That is why we have developed rLinkage, our insurtech solution tailored to
help you launch and execute your insurance digital marketing strategy. rLinkage works by linking
new forms of data with proven technologies in a centralized marketing hub. The platform is flexible
and scalable, enabling insurers to adapt as big data pervades the competitive environment.

To learn more about rLinkage and to schedule a complimentary consultation, contact RGAX today by
visiting http://www.rgax.com/free-consultation. We are actively seeking carrier partners to
implement rLinkage and develop additional digital sales and marketing solutions.

Notice

This report is provided for information purposes only, and any user will be responsible for making its
own independent investigation and judgment concerning its contents.

In developing this report, Reinsurance Group of America, Incorporated (“RGA”) has relied upon the
accuracy and completeness of a substantial amount of data and information supplied by participants
in the study without independent verification.

Information contained in this report is not exhaustive and does not cover all issues, topics, or facts
that may be relevant to your goals. Nothing contained in this report should be construed as
rendering any form of professional advice.

The content of this report may include technical inaccuracies or typographical errors, and RGA may
make changes or improvements at any time. RGA assumes no liability or responsibility for errors or
omissions. RGA does not undertake any obligation to update or correct information if it is not, or is
no longer, accurate or complete.

This report and any opinions and conclusions contained herein have been prepared for the benefit
of companies which participated in the study. RGA, its subsidiary companies and each of their
directors, officers and employees expressly disclaim all and any contractual, tortious or other form
of liability to any person in respect of any consequences arising from its use in reliance upon the
whole or any part of this report or any of the information contained herein. By using this report any
such third party hereby releases, holds harmless and forever discharges RGA, its subsidiary
companies and each of their directors, officers and employees from any and all claims, actions or
causes of action of any nature whatsoever arising from its use.
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We would like to thank the following companies that took part in this survey:

5 Star Life Insurance Company

American Family Life Insurance Company
Americo

Baltimore Life

Dearborn National

EMC National Life

Farm Bureau Insurance of Michigan

Farm Bureau Life Ins Co of MO
Federated Insurance

Fidelity Life

Guarantee Trust Life Insurance Company
Horace Mann

IAC/Individual Assurance Company

Kansas City Life

Liberty Bankers Life/American Benefit Life
Lincoln Heritage Life Insurance Company
Mutual Trust Life Insurance Company
Ohio National

Ohio National Financial Services

Oxford Life Insurance Company

Pekin Life Insurance Company

Sagicor Life Insurance Company
Tennessee Farmers Life Insurance Company
The Cincinnati Life Insurance Company

USAA Life

© 2018, RGAX. All rights reserved. No part of this publication may be reproduced in any form

without the prior permission of the publisher.

For requests to reproduce in part or entirely, please contact: publications@rgare.com

RGA has made all reasonable efforts to ensure that the information provided in this publication is
accurate at the time of inclusion and accepts no liability for any inaccuracies or omissions.

None of the information or opinions contained in this publication should be construed as

constituting medical advice.
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