Page | 2

Life Insurance Project



Name: Manav Mandar Shivalkar

          Class: B             Roll no.: 72

          Year: 2021-22

          Faculty: Mr. Aayush Sancheti



                     

[image: ]



Product Design - 40 marks

What would be a sustainable insurance product idea for public interest that doesn't exist yet? Write in around 500-700 words. Think as wisely and deeply as you can.

Ans:
Sustainable Insurance Product Idea
Redefining Traditional Ways of Claims and Policy Management in the Age of Digital Insurance
Besides AI-driven automation, claims management gets impacted by a broader spectrum of software solutions.
Claims management is a critical business process of any insurance company, which starts with claim registration and ends with payments to the insured party. Claims management software reduces manual workflow and a number of human-to-human interactions. Clients need less time to apply and smoothly proceed down the path of claim handling. From the insurance carrier’s point of view, the company reduces labour costs via automation.
Here is an example of the modern industry standard. Assume an insurance company operating in the healthcare segment.
1. Claim management software automates information exchange between insurance and healthcare provider systems.
2. If the company deals with a number of small private practices – which still work with paper documents – the import is streamlined by image recognition algorithms that digitize the documents.
3. The system calculates coverage and payment for each claim according to set policies.
4. The system processes claims and sends them to a fraud detection module.
5. Once the claims are approved, insurant receive their payments.
The policy management software must be the integrated part of the system in order to provide business users with instruments to manage reconciliations, customize business logic, manage policy rights, etc.
The software by SAP, Oracle, Patra Corp, GuideWire, Claim Kit, and Insly fulfils standardized needs in claim and policy management tools for the insurance industry. However, the forefront of innovations is insurtech start-ups and technology consulting companies which employ the power of AI, Blockchain, and IoT technologies.

In this evolution, insurance will shift from its current state of “detect and repair” to “predict and prevent,” transforming every aspect of the industry in the process. The pace of change will also accelerate as brokers, consumers, financial intermediaries, insurers, and suppliers become more adept at using advanced technologies to enhance decision making and productivity, lower costs, and optimize the customer experience.
Also, AI insurance software reshapes claim processing. Ask yourself how long it takes for your agency to make claim decisions. There are lots of issues with a variety of scope: a broken finger, a big car accident, the fire in a luxury villa, or a significant agrarian claim from a large corporate client. Assume that their US land bank was affected by drought. There are thousands of acres across the country sown with crops. How long would it take for employees to gather and process all data required for pay out decision-making? There’s a good way to cut costs for such projects by employing AI. Machine learning algorithms can calculate detriment using satellite images or drones to explore fields. It will eliminate the human factor and significantly cut time and cost.
As AI becomes more deeply integrated in the industry, carriers must position themselves to respond to the changing business landscape. Insurance executives must understand the factors that will contribute to this change and how AI will reshape claims, distribution, and underwriting and pricing. With this understanding, they can start to build the skills and talent, embrace the emerging technologies, and create the culture and perspective needed to be successful players in the insurance industry of the future.
AI’s underlying technologies are already being deployed in our businesses, homes, and vehicles, as well as on our person. The disruption from COVID-19 changed the timelines for the adoption of AI by significantly accelerating digitization for insurers. Virtually overnight, organizations had to adjust to accommodate remote workforces, expand their digital capabilities to support distribution, and upgrade their online channels. While most organizations likely didn't invest heavily in AI during the pandemic, the increased emphasis on digital technologies and a greater willingness to embrace change will put them in a better position to incorporate AI into their operations.
Four core technology trends, tightly coupled with (and sometimes enabled by) AI, will reshape the insurance industry over the next decade.
Explosion of data from connected devices
In industrial settings, equipment with sensors have been omnipresent for some time, but the coming years will see a huge increase in the number of connected consumer devices. The penetration of existing devices (such as cars, fitness trackers, home assistants, smartphones, and smart watches) will continue to increase rapidly, joined by new, growing categories such as clothing, eyewear, home appliances, medical devices, and shoes. Experts estimate there will be up to one trillion connected devices by 2025.The resulting avalanche of new data created by these devices will allow carriers to understand their clients more deeply, resulting in new product categories, more personalized pricing, and increasingly real-time service delivery.
Increased prevalence of physical robotics
The field of robotics has seen many exciting achievements recently, and this innovation will continue to change how humans interact with the world around them. Additive manufacturing, also known as 3-D printing, will radically reshape manufacturing and the commercial insurance products of the future. By 2025, 3-D-printed buildings will be common, and carriers will need to assess how this development changes risk assessments. In addition, programmable, autonomous drones; autonomous farming equipment; and enhanced surgical robots will all be commercially viable in the next decade. By 2030, a much larger proportion of standard vehicles will have autonomous features, such as self-driving capabilities. Carriers will need to understand how the increasing presence of robotics in everyday life and across industries will shift risk pools, change customer expectations, and enable new products and channels.
Open-source and data ecosystems
As data becomes ubiquitous, open-source protocols will emerge to ensure data can be shared and used across industries. Various public and private entities will come together to create ecosystems in order to share data for multiple use cases under a common regulatory and cybersecurity framework. For example, wearable data could be ported directly to insurance carriers, and connected-home and auto data could be made available through Amazon, Apple, Google, and a variety of consumer device manufacturers.
Advances in cognitive technologies
Convolutional neural networks and other deep learning technologies currently used primarily for image, voice, and unstructured text processing will evolve to be applied in a wide variety of applications. These cognitive technologies, which are loosely based on the human brain’s ability to learn through decomposition and inference, will become the standard approach for processing the incredibly large and complex data streams that will be generated by “active” insurance products tied to an individual’s behaviour and activities. With the increased commercialization of these types of technologies, carriers will have access to models that are constantly learning and adapting to the world around them—enabling new product categories and engagement techniques while responding to shifts in underlying risks or behaviours in real time.

Rapid advances in technologies in the next decade will lead to disruptive changes in the insurance industry. The winners in AI-based insurance will be carriers that use new technologies to create innovative products, harness cognitive learning insights from new data sources, streamline processes and lower costs, and exceed customer expectations for individualization and dynamic adaptation. Most important, carriers that adopt a mindset focused on creating opportunities from disruptive technologies—instead of viewing them as a threat to their current business—will thrive in the insurance industry.

A case study about Jamie - 60 marks
	

Month
	

What happened?
	
Which insurance would cover this?
	
Did Jamie have coverage?
	How much will Jamie have to pay?
(If she has insurance, what is her co-pay or deductible)

	

January
	Jamie got sick and visited the doctor. Without insurance, the appointment cost Rs.120 and the antibiotics cost Rs.110.
	

Medical insurance
	  
Yes       

No       
	

Rs.40

	

March
	Jamie fell on ice while hiking and had to get stitches in the emergency room. Without insurance, the procedure cost Rs.250.
	

Medical insurance
	  

Yes

No       
	

Rs.250

	


July
	A kitchen fire in the apartment next door caused the sprinkler system to activate in Jamie's apartments well. Her couch, her television, her computer, adhere bookcase were ruined. The cost of the damage was Rs.2,500.
	


Renter’s insurance
	  

Yes

No       
	


Rs.2,500

	

September
	Jamie hit a deer when driving home from work. She wasn't hurt, but the damage to her car was Rs.3,400.
	

Auto insurance


	  
Yes

No       
	

Rs.300

	


October
	Jamie got dirt in her eye while picking fruit at a local farm. She went to the eye doctor when her eye became red and swollen, the doctor prescribed eye drops. Without insurance, the appointment cost Rs.150, and the eye drops cost Rs.90.
	


Vision insurance
	  

Yes

No       
	


Rs.40





1. Summarize the costs

Based on the insurance coverage Jamie had in place, how much did she have to spend herself that year? How much more would it have been if she didn't have any insurance (including co-pays, deductibles, and the premiums)? 

Ans:
i) Based on the insurance coverage Jamie had in place Jamie paid Rs.3130.
 Total expense summary
1. January – Rs 40
2. March – Rs 250
3. July – Rs 2500
4. September – Rs 300(deductible)
5. October – Rs 40
ii) If she didn't have any insurance, she would have paid Rs.6620.


2. Consider insurance in your life

Life is full of surprises. Insurance is there to help us when things go wrong. What types of unexpected life events (illness, accident, surgery, natural disaster, dental emergency, etc.) have happened to you or to your family or friends in the past year that may have caused a financial burden? Which types of insurance coverage would be most helpful to protect people in these instances? 

Ans:
  It was a usual day like others I was in my school attending my lecture suddenly someone came at our classroom’s door at teacher started calling my name. It was my mother who came to pick up me during the school. I was surprised cause I didn’t remember any reason about taking half day at school. But when asked my mother she told me that my grandpa was in operation theatre. I was so shocked. Later after few hours we were told that grandpa is fine now. But as we know in every medical emergency there two types of tension. After operation the medical bill. And even I knew at that time that medical expenses are high. But my father didn’t look tensed about that at all. When I asked him why so, he told me that grandpa already had medical insurance in place so we had to pay only 20% of medical bill for the operation. That was the first time I understood importance of insurance in our life.
  Even with insurance, medical or dental expenses can set you back. A relatively small expense like purchasing contacts or glasses can be less painful with a savings account that you've designated for that purpose. While an emergency fund should be used to cover major medical or dental emergencies, small expenses like co-pays can be easily covered by your surprise savings fund.   


3. Jamie gives advice

Imagine that Jamie's cousin is getting ready to graduate and start his first job in a new town. After meeting with his new employer, he's asked Jamie for advice on whether insurance is worth the cost or not. Prepare a response as if you're Jamie, giving general advice about the important role insurance can have on a person's financial life. Include at least two examples from Jamie's experiences.

Ans:
My dear
Peter,
I hope you are in the best of your health and filled with happiness.  I'm writing this mail to make you aware about how insurance works and how to make thoughtful insurance choices. I am very pleased to know that now you have got job in a reputed organization and getting a handsome amount of salary.
So, it’s also important to start thinking simultaneously for your financial security and so that you don't find it hard in future to meet to needs which are unexpected. Insurance is an important financial tool. It can help you live life with fewer worries knowing you’ll receive financial assistance after a disaster or accident, helping you recover faster. For auto insurance, it could mean you have extra cash in hand to help pay for repairs or a replacement vehicle after an accident. Insurance can help keep your life on track, as much as possible, after something bad derails it.
You can take me as an example like in last year, I met with a car accident but luckily my car was insured. Because of that my financial crisis avoided. Also, while choosing your insurance, you should be more careful about what to chose like in my example I didn’t took renters insurance and that was a real drag.
I think you understood very well about what to do now. And once again congrats on your new life and all the best
Your caring cousin,
Jamie.
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