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he profound impact of technology, on 
humanity as well as industry, is both 
indeterminate yet equally inescapable.

As individual consumers ourselves, it’s 
hard to think of an aspect of our lives that 
hasn’t been materially changed, for better or 
for worse, by digital tools and technologies, 
which feel normal and mainstream today, but 
which would have been the realm of dreamers 
just a few years ago.

And it’s equally hard, if not impossible, to 
identify any industry or category that hasn’t 
had to adapt to new market dynamics, new 
competitive forces and new disruptive reali-
ties, all driven by data, digital and technology. 
From shifting customer behaviour to channel 
fragmentation, digitisation to business or 
operating model innovation, few if any indus-
tries have remained immune.

Some may argue that the insurance sector 
has lagged others in confronting disruption 
or seeking to be the disruptor. But now, more 
than ever, insurers are facing a number of fun-
damental, if not existential, questions about 
the future. And central to these is telematics.

T

Latent potential of smartphone telematics  
is only set to rise, but what does this mean  
for motor insurers in 2019 and beyond?

Usage-based 
insurance - 
thinking beyond 
the black box

T E C H  R E V O L U T I O N  I N  A U T O3



airline can do this, why can’t you? If my gro-
cery retailer can do this, why can’t you? Some 
attribute it to Amazon, others to Netflix, oth-
ers to Uber. But whoever you credit, or blame, 
for your customers’ heightened definition of 
value and expectations of the experience of 
doing business with you, it’s inescapable. And 
ignoring it isn’t an option.

Third, is shifting behaviours. Owning a car 
doesn’t necessarily hold the allure it once did, 
at least for members of younger generations. A 
combination of financial pressures, improved 
urban public transport, environmental con-
cerns, and the immediacy and flexibility 
offered by the sharing and gig economies are 
changing the automotive sector. Millenni-
als, already the world’s largest demographic 
cohort, have greater freedoms than previous 
generations and are shunning the traditional 
path to car purchase and historical patterns of 
transport usage.

Fourth, is simple economics. The insur-
ance sector’s reliance on age, occupation, 
post code and brand of car to serve as a proxy 
for risk is imprecise, to say the least. And it’s 
not just insurers that are finding themselves 
hamstrung by legacy profiling. Consumers, 
especially in their early driving years, are 
increasingly expressing frustration with car-
rying the cost burden of bad drivers, similar 
in socio-economic status, but potentially rad-
ically different in behaviour.

And fifth, is the looming threat of automa-
tion. Myriad societal and regulatory questions 
are either unanswered or yet to be asked, but 
like it or not, automation is coming for insur-
ers, with accounting and advisory leaders 
KPMG predicting the sector could shrink by as 
much as 70 per cent by 2050 due to “autono-
mous vehicle technology, a rise in on-demand 
transportation and a shifting of liability to 
manufacturers”.

Opportunity for the taking
At first glance, this may seem a dystopian 
narrative for the insurance industry. These 
forces, however, are creating just as much, if 
not more, opportunity for those insurers will-
ing to embrace change and adapt.

Consumers increasingly understand the 
value inherent in their personal data and that 
they can offer contextual information about 
their behaviour with ease in exchange for tan-
gible benefits from the businesses with whom 
they choose to share it.

Collision of forces
The concept of telematics and the technology 
behind it is by no means new. In reality, how-
ever, its potential for many remains under-
exploited, but this is changing. The sector is 
facing a collision of forces, each of which in 
isolation may not be enough to catalyse sig-
nificant change, but in concert are creating 
opportunity and risk in equal measure.

First, is hyper-connectivity. We no longer 
“go online”, we’re just “online”. Data quality, 
long a concern for insurers evaluating their 
telematics strategies, continues to stride 
ahead, with 4G connectivity reaching some 
of the most rural areas and talk of 5G rollout 
already dominating. 

Coupled with the incredible ubiquity of the 
smartphone and its ever-pervasive role in our 
lives, consumers have never been more con-
nected to the world around them. In India, 
for instance, researchers forecast more than 
a billion smartphones will be sold in the 
country over the next five years. In Western 
Europe, smartphone penetration per capita 
has reached almost 70 per cent. In China, the 
super-app WeChat recently reported more 
than 1.08 billion monthly active users. The 
prominence of these devices and their influ-
ence on our now increasingly app-based lives 
shows no sign of abating.

Second, is growing expectations. Empow-
ered consumers expect more from businesses 
than ever before. We’re no longer compared 
to our peers, but to whoever sets the bench-
mark for a great experience in our lives. If my 

70%
is how much the 
insurance sector 
is predicted to 
shrink by 2050 
due to the shifting 
tech, transport 
and manufacturing 
landscape.

KPMG, 2017
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Advances in connectivity, data reliability 
and the wide penetration of smartphones 
mean the traditional black box, with its 
associated cost and practicality issues, is no 
longer the only option for insurers and driv-
ers seeking a fairer, more accurate approach 
to assessing risk and setting premiums.

What’s more, app-based smartphone tele-
matics are creating an opportunity to lift 
the motor insurance sector out of the mar-
gin-eroding, price-focused situation that 
aggregators have helped to create; to change 
the conversation with drivers from price to 
value, from savings to safety.

The message to drivers? Smartphones, 
apps and sharing data have become a main-
stay of your lives. Allow your motor insurer 
to become a trusted part of your digital life 
and you’ll see the benefits, including and 
beyond financial.

The message to insurers? Embrace the 
smartphone, for it’s more than just a phone. 

Stop looking at risk as something you man-
age, to something you can influence. Stop 
assessing who wants to drive, and start 
understanding how, when, where and why 
they really drive. And use this to find ways 
to become “sticky” by being a more valua-
ble part of your customers’ lives, not just an 
annual mandatory purchase. 

 
App-based smartphone telematics are  
creating an opportunity to lift the motor 
insurance sector out of the margin-eroding, 
price-focused situation that aggregators  
have helped to create
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hese days, the hype and hyperbole 
surrounding anything involving the 
word “digital” is almost overwhelming. 

Everything will change the game. Everything 
will disrupt. Everything will reshape and trans-
form industries and fortunes.

But too much of the narrative in our daily diet 
of business thinking is about the tech. Sure, 
it’s important and often impressive, but we’re  
at risk of losing sight of what really matters:  
the relationship between our businesses and  
our customers.

Time to get real 
with relationships
Don’t obsess over the technology; smartphone 
telematics can fundamentally transform customer 
engagement, with compelling commercial rewards, 
says Marijan Mumdziev, chief executive of Amodo

COMMERCIAL FEATURE

T
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90%
of time spent on smartphones is 
consumed by the consumer’s top 
five apps

EMarketer, 2018

3.58hours
of time spent on smartphones  
is consumed by the consumer’s top  
five apps

EMarketer, 2018

Let’s start with the customers
Customers are behaving differently today than 
yesterday. And few of us know what might change 
again tomorrow. Their expectations have surged 
in tandem with their empowerment and busi-
nesses are struggling to keep up.

When it comes to motor insurance, many con-
sumers are demanding the same personalisation, 
relevance and fairness that they now take for 
granted with their retailers of choice, their taxis 
of choice and their entertainment of choice. 

I may drive a BMW, but I’m not the same as every 
BMW driver. I may be a newly licensed graduate, 
but I don’t use my car in the same way as every 
other graduate. I may live in an urban city centre, 
but my car usage isn’t the same as everyone else 
in my post code.

Consumers know the value of their data and, 
within reason, they’re willing to share it. Thanks to 
the smartphone and the advent of countless dig-
ital-first companies across countless industries, 
they know the art of the possible. Increasingly, 
they expect the businesses they interact with 
to know them, act on the data they share, and 
deliver value and benefit in return.

Embracing real engagement
When it comes to today’s digital world, we’ve long 
since dismissed the idea of “build it and they will 
come”. Motor insurers must also recognise, when 
it comes to driving apps, “offer it and they’ll use 
it” doesn’t really apply.

The potency of smartphone telematics lies in 
consistent usage. The more a driver records their 
journeys, the more data is created, leading to a 
more complete, and thus accurate, picture of 
drivers’ lives. But we can’t rely on our custom-
ers to do this for us. It’s incumbent on insurers 
to shift from an annual communication with pol-
icyholders to regular, ongoing dialogue to nurture 
and influence their behaviour.

This means creating incentives for regu-
lar recording of driving. For some segments, 

motivation manifests as tiered discounts: the more 
miles you record or the more days you use the tele-
matics app, the greater the saving at stake. For oth-
ers, it might involve a gamification approach, offer-
ing rewards of both a monetary and non-monetary 
nature to encourage consistent usage.

When we understand our target customers 
intimately, we can identify the levers that will work 
for different groups. And we shouldn’t be fooled 
into thinking that smartphone telematics offers 
merely young-driver or millennial-centric appeal. 
We’ve seen multiple instances around the world 
where older or more affluent drivers at the pre-
mium end of the car market are just as motivated 
to reduce their insurance costs as younger driv-
ers typically penalised for their lack of motoring 
experience and higher propensity for claims.

Make no mistake, this requires a very real 
step up in effort on the part of the insurer, but 
ever-advancing automation and algorithms are 
helping to lighten the load. Moreover, we don’t 
see this as a resource-intensive effort that simply 
adds cost and reduces revenue; rather deploying 
smart technologies requires incremental invest-
ment that delivers a return on two of an insurer’s 
primary commercial goals of risk reduction and 
increased loyalty.

Reducing risk leads to reduced claims, leading 
to reduced costs for insurers. When our apps spot 
triggers, characteristics or patterns of behaviour 
associated with greater risk, we have the ability 
to intervene. This can be informative and edu-
cation-focused or an effort to reinforce positive 
behaviours and the benefits to the driver, or can 
involve penalties or fines for repeated breaches 
of good driving behaviour.
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Meanwhile, increased loyalty stems from the 
benefits we offer good members of our driving 
community. Rewards can be as simple as points 
that can be exchanged for something relevant to a 
customer’s life, such as a free coffee or a voucher 
for dinner with a partner, to something more out 
of reach, such as driving experiences in an aspira-
tional car for the weekend.

Truly knowing our customers
Without doubt, the single biggest benefit of 
smartphone telematics is the ability to get to 
know your customers; who they really are, not 
what aggregated statistics infer, the role of a car 
and transport in their life, and opportunities to 
add value to this.

And the end-goal isn’t for this insight to languish 
in internal presentations and meeting rooms. It’s 
primed to help insurers to identify real segments 
of customers and to meet them on their terms, 
with what they need today or don’t even know 
that they need tomorrow.

This certainly drives more relevant market-
ing messaging, but it has the potential to go so 
much further. It offers insurers the opportunity 
to identify latent needs, and create new prod-
ucts and services based on a truth about driv-
ers that traditional market research couldn’t 
get close to. It identifies opportunities to build 
an ecosystem with partners beyond the world 
of motor insurance to add wider value to a  
customer’s life, becoming “stickier” in the 
process and reducing the likelihood of price-
driven defection.

Case in point
Take Triglav, a major European insurer that 
launched Slovenia’s first usage-based insurance 
proposition based on smartphone telematics. 
Hailed as Europe’s most innovative insurance pro-
gramme in 2018, the firm went beyond the black 
box and invested in transforming the concept of 
customer engagement in motor insurance.

They launched a smartphone app with user 
interface and user experience at the forefront 
of their thinking. They combined discount incen-
tives with a wider portfolio of motivational and 
gamification techniques to ensure their technol-
ogy became an indispensable part of their driv-
ers’ lives. They adopted a marketing dialogue with 
their customers less akin to an insurer and more 
like the entertainment and retail brands so prom-
inent in the daily lives of their audience. They  
took their data responsibilities seriously and 
acted transparently.

The result? Beyond industry acclaim, Triglav 
captured 10 per cent of the driving population 
within 24 months of launching. To put this into 
perspective, consider Italy, one of the most 
advanced markets for telematics with a 20-year 
history of embracing the technology. The pro-
portion of drivers using telematics is at 15 per 
cent. Or the UK, with a roughly ten-year history of 
telematics, boasting 4 to 5 per cent of the driving 
population adopting the technology.

The numbers speak for themselves. Rede-
fine customer engagement and the commercial 
return can be potent.

Start with strategy
We believe smartphone telematics offers unri-
valled potential for an industry that’s ripe for 
change. But in closing, we’d urge any insurer 
assessing the role of technology in risk and cus-
tomer propositions to ensure they’re starting on 
the right foot.

Too often, motor insurers find a technology then 
develop a strategy. This needs to change. Strategy 
has to come first: who we want to serve and why. 
The right technology and the results will follow. 

 
We believe smartphone telematics  
offers unrivalled potential for an  
industry that’s ripe for change

140m
is the number of global 
subscribers predicted 
for usage-based 
insurance by 2023

IMS, 2018
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Five challenges  
and opportunities

1

G O I N G  D I G I T A L

Consumers are becoming 
increasingly concerned about 
privacy and what businesses  
can do with their data
True, we’ve had no recent shortage of corpo-
rate malfeasance, hacks, cyberattacks and 
far-reaching questions about the role of social 
network giants. Regulators, although particu-
larly progressive in Europe, are largely left 
playing catch-up and consumers are left with 
lots of questions.

Yet this isn’t the sounding of the death knell 
for telematics. Consumers’ growing exchange 
of data for value across other sectors demon-
strates this is becoming the norm. Transpar-
ency and education are crucial. The insurers 
that invest in openness and provide meaning-
ful information to drivers, going to lengths to 
pre-empt concern, are the ones that will side-
step scepticism and step ahead of the pack.

“Perhaps unusually in the digital age, we 
actually spend 30 to 45 minutes on the phone 
to each new customer, taking the time to 
explain telematics in detail on a one-to-one 

herever you are on your digital 
journey, however advanced you 
consider your data and technol-

ogy capabilities, and whether you are lead-
ing or lagging behind the competition, no 
digital transformation is ever truly com-
plete. Technology keeps advancing and 
customer behaviour keeps evolving. So as 
2019 picks up pace, here are five challenges 
voiced across the sector, which present  
significant opportunities.

As motor insurers grapple with new tools and 
technologies, uncertainty is inevitable, but this 
doesn’t mean progress is out of reach

W

basis; what data we see, what we can do with 
it, how we use it and so on,” says Crispin 
Moger, chief executive of telematics insurer 
Marmalade. “It’s all transparent and avail-
able online, but this personal approach to 
education is crucial in shifting away from ‘big 
brother’ concerns to having a conversation 
about safety.”
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New technologies come  
with benefits, but also bring  
new risks, particularly  
around cybersecurity
With predictions of autonomous vehicles 
going mainstream and a growing trend 
of cars being connected to the internet,  
motor insurers should rightly be concerned 
about the increased risk they face from 
cyberattacks and the risks this presents to 
their customers.

But in a sector that’s forecast to see gross 
written premiums decline by up to 30 per 
cent by 2040, according to Deloitte, this 
presents an opportunity for insurers to  
widen their portfolio and develop new rev-
enue streams. Automotive cyber-insur-
ance will inevitably grow as a category as  
the technology further permeates the trans-
port ecosystem. 

A new approach to  
customer engagement requires 
marketing skills and know-how 
that aren’t commonplace in the 
insurance sector
In a sector typified by mass communication 
and often significant above-the-line market-
ing spend, building digital and mobile-first, 
direct relationships and ongoing dialogue 
with drivers represents a sea change for motor 
insurance marketing teams.

But while some may see this as a poten-
tially painful and expensive upheaval, the 
insurance sector need not reinvent the wheel. 
Countless sectors have embraced digital, data 
and analytical capabilities in their marketing 
operations, and this is a chance for insurers, 
albeit perhaps not a first choice for those with 
these talents, to lure people away from sectors 
where their skills are more commonplace and 
competition for roles is high. Not to mention 
offering an opportunity to make more of an 
impact in a sector where this model of con-
sumer engagement is in its infancy.

Moreover, insurers can benefit from the 
learnings and mistakes of those industries 
already further into their digital journey. Part-
nerships within the wider automotive ecosys-
tem, collaboration and knowledge-sharing 
can all offer insurers the chance to fast track 
their transformations. 3
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Return on investment of 
smartphone telematics is 
problematic, as a discount- 
based model only guarantees  
a significant reduction in  
revenue from premiums
Any good finance chief will tell you that a 
discount is money straight off the bottom 
line. But that’s just one side of the coin as 
the business case for smartphone telematics 
and usage-based insurance hinges on a more 
accurate and more appealing price for con-
sumers, but at reduced cost to the insurer.

Take young drivers, widely recognised as 
a higher-risk category than those with more 
experience. “In the UK, one in five young driv-
ers have an accident in the first six months 
after passing their test, according to national 
statistics,” says Mr Moger. “But in contrast, 
just one in eighteen young drivers with Mar-
malade’s telematics-based insurance have an 
accident in the same timeframe. The commer-
cial case is twofold - our claims are reduced, 

Smartphone telematics sound 
great, but our devices are littered 
with apps we never use, so how do 
you tackle app fatigue?
With millions of options across iOS and 
Android devices, it would seem there is an 
app for just about anything. But research 
from Localytics across more than 37,000 apps 
reveals that one in five people abandon an app 
after using it just once and just 38 per cent of 
consumers use an app more than 11 times.

So how do motor insurers avoid a smart-
phone telematics app from joining the app 
graveyard on our devices? The key to tele-
matics becoming habitual rather than for-
gotten in a rush lies in two answers: ease of 
use (designed with the user in mind) and an 
unmistakeable benefit to the user (where 
value isn’t implied, but constantly reinforced).

To avoid fatigue, insurers need to design dig-
ital experiences not to be the best in the sector, 
but comparable to the best in the wider lives of 
their consumers. Apps must be as slick, intuitive 
and simple as Amazon, Uber, Netflix or Insta-
gram. Every touchpoint, communication and 
interaction must be harnessed as an opportunity 
to remind customers of the tangible benefits they 
stand to gain from regular, daily adoption. 5

which gives us the ability to offer competitive 
premiums and discounts for good drivers.

Add to this the opportunity to develop new 
propositions and value-added or adjacent ser-
vices to drivers, alongside the marketing effi-
ciencies at play, and motor insurers can build 
a compelling commercial argument to coun-
ter the concerns of margin erosion.
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Implementing a telematics strategy is the 
start of the journey, not the end, as the real 
prize lies in monetising the vast treasure 
trove of data it yields

Unlocking the 
value of data

n a connected world, data has become 
the lifeblood of business. It’s the table 
stakes for growth and the ability to 

compete. The prize? Vast commercial success. 
Precision and accuracy of insight in an other-
wise imprecise world. The potential to move 
from commoditised, price-driven players to 
value creators.

For insurers, this centres on smartphone 
telematics and harnessing the devices, which 
have taken a central role in seemingly all 
aspects of consumers’ lives, to tap into deep 
contextual and behavioural information 
that could forever change how the industry  
considers risk.

But is it all too good to be true? Will tapping 
into vast quantities of new data offer signif-
icant potential or does it create a whole new 
set of challenges that make the business case 
for moving beyond the traditional yearly pur-
chase to an on-demand, usage-based model 
simply too hard to reconcile?

Yes, the headache is a very real 
possibility, but…
Smartphone telematics offer a volume, variety 
and velocity of data almost alien to an indus-
try that’s relied on basic demographic and 
socio-economic profiling since its inception.

The technology has the potential to catapult 
insurers from simply knowing who their driv-
ers are and what they drive, to understanding 
in minute detail how they drive, where, when 
and, with some interpretation, why.

But making sense of all of this requires new 
capabilities and new ways of working that 

simply haven’t formed part of an insurer’s 
arsenal in the past. The technological, analyt-
ical and data science skills required to under-
stand and harness this data, knowing what 
to pay attention to or not, need building and 
nurturing. Not to mention the privacy, com-
pliance and cybersecurity considerations that 
come with holding sensitive customer infor-
mation. All this requires leadership commit-
ment and investment, for the long haul. With-
out it, insurers won’t be able to act, rendering 
the data, and cost of acquiring it, worthless.

Anyone who dismisses the implications of 
this new data, in favour of focusing solely on 
the opportunity, is optimistic at best or mis-
guided at worst. But the rewards for those who 
take change seriously and invest in creating 
the capabilities can be significant, and the 
headache can be avoided.

Three pillars of monetisation
Building a business case for both the tech-
nological and organisational investment in 
smartphone telematics hinges on three pil-
lars. And it’s their combination that delivers a 
compelling commercial narrative, rather than 
any one in isolation.

First, is loss prevention. Usage-based 
insurance isn’t simply a means to more accu-
rate pricing, it holds the key to behavioural 
change. As Amodo’s chief executive Marijan 
Mumdziev says, understanding the realities 
of how individuals actually behave behind the 
wheel enables insurers to target higher-risk 
drivers and, using combinations of education 
and incentivisation, help them to reduce risky 
driving. And with reduced risk, comes reduc-
tion in loss. 

Harnessing the data from smartphone tele-
matics to redefine segmentation can yield 
significant rewards. After all, what business 
doesn’t want to know its customers better and 
better than its competitors?

Second, is a new communication channel. 
The omni-presence of a smartphone and the 
permission given by a driver adopting a tele-
matics-augmented policy gives insurers the 
opportunity to engage in real-time, low-cost 
and contextual digital communications with 
a customer that’s actively using, and deriving 
value from, their app. Reliance on mass-com-
munication channels can be replaced with 
highly personalised, highly relevant mes-
sages to a receptive audience, driving signif-
icant efficiency in marketing spend.

T O P I C  T I T L E

70%
of executives saw 
data and analytics 
having a fundamental, 
significant or 
moderate change 
to their competitive 
landscape

McKinsey, 2017

$700b
revenue expected 
through car data 
monetisation by 2030

McKinsey, 2016

I
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And third, is improved retention. The 
relationship between a motor insurer and 
a driver has never truly been one of love or 
affection. In reality, motor insurance is a 
grudge purchase for many and especially 
painful for certain segments such as the 
young or those in higher-risk occupations 
or geographies. But by pivoting to a per-
sonal dialogue centred on the insurer pro-
viding value, the annual “shop around for a  
deal” can be challenged by a more mean-
ingful relationship that goes beyond the  
yearly invoice. 

If your motor insurer has had 12 months to 
understand you as a person, to respond by 
offering incentives and benefits to your rela-
tionship based on who you are, not just who 
you might be, your propensity to place value 
on this relationship beyond price alone can 
be increased.

It all begins with the customer
The data trails which emerge from smart-
phone telematics have almost limitless 
potential, but they can be daunting, to say 
the least. What do you collect and why? How 
do you combine different types of informa-
tion to build an accurate picture of your 
customers’ lives? What do you go looking for 
and what do you ignore? How do you deter-
mine your response and how do you do this 
at scale?

The answer, at the risk of belittling its 
complexity, is that it all begins with the cus-
tomer. It begins with the question, who are 
we really targeting? Who do we want as our 
customers and what do we think we know 
about them? What are our hypotheses and 
what can our data tell us to validate or chal-
lenge these? 

The answers don’t lie in complex data-
bases or myriad presentations. They lie in 
walking in the shoes of your customers, truly 
seeking to understand what’s important 
in their lives, and what sort of driver they  
actually are and why. And that’s not just 
the job of the marketing or digital teams.  
From risk to underwriting to opera-
tions, team leaders can only benefit by  
breaking out of legacy profiles and assump-
tions, and getting back to the person  
that matters most: the customer. Only  
then can the power of smartphone telem-
atics, and the data treasure trove it offers,  
be realised. 

 
Harnessing the data from  
smartphone telematics to  
redefine segmentation can  
yield significant rewards
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Amodo collects data from various connected 
consumer devices to build holistic customer 
profiles, providing better insights into 
customer risk exposure and customer 
product needs.  If you want to grow profitable 
and scalable connected insurance products 
for mass markets, you start with Amodo.  
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