Operationalizing Al in Insurance:
A Roadmap to Transforming Risk,
Capital, and Customer Outcomes
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- The insurance industry is at a turning point. Al has evolved into an enterprise capability that
EXeC Ut Ive Climate volatility, claims inflation, fraud, and sharpens risk selection, strengthens fraud
rising digital expectations are reshaping the prevention, accelerates claims, and elevates
economics of the industry. The question is no customer experience. Yet many insurers remain
S u I I I I I Ia ry longer whether to use Al but how fast stuck in pilot mode.

enterprises can scale Al responsibly.

This chapter outlines where execution gaps persist and how embedding Al across operating
models, data foundations, and governance unlocks decision-centric insurance at scale.
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Why Al Now
INn Insurance

Insurance relies on data, but evolving risks, rising
customer expectations, and margin pressures demand
faster, smarter decisions. Al has matured into a
practical tool, enabling real-time learning and scalable
decision-making when embedded into core workflows.
The challenge is no longer adoption, but rapid,
systematic operationalization across the value chain.
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Macro Pressures Reshaping Insurers

Climate Volatility and Catastrophe Losses

Climate-driven volatility has emerged as one of the most
significant structural challenges to insurance profitability
and capital adequacy.

The increasing frequency and severity of natural
catastrophes are straining underwriting assumptions,
reinsurance structures, and portfolio diversification. The
Swiss Re Institute reported global economic losses of
USD 280 billion in 2023, with insured losses of USD 108
billion—well above the 10-year average of USD 89 billion.
This trend continued in 2024, with insured losses rising
to USD 137 billion, and projections indicating losses
could reach USD 145 billion in 2025 if current climate
and exposure patterns persist. These shifts directly
impact underwriting profitability, capital planning under
risk-based regimes, and reinsurance capacity and
pricing.

Al enables insurers to adapt more quickly by
strengthening risk segmentation, exposure monitoring,
catastrophe modeling, portfolio steering, and claims
triage.
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Claims Inflation, Fraud, and Cost Pressures

Beyond catastrophes, insurers face persistent claims
inflation driven by rising repair and replacement costs,
supply chain constraints, labor shortages, and increasing
medical expenses. Fraud has also grown more organized
and sophisticated, exploiting digital channels and manual
processes. Traditional rules-based fraud detection and
post-event audits are no longer sufficient. Al enables
real-time anomaly detection, behavioral analytics, and
network-based fraud identification, reducing leakage
while preserving customer experience. Crucially, Al shifts
fraud management from reactive auditing to preventive,
continuous learning systems.



https://vimeo.com/1126036647

Customer Experience and Trust as Competitive Differentiators

Customer expectations are now shaped by digital-first experiences across banking,
retail, and technology. Slow, opague, or inconsistent communication—especially during
claims—undermines trust and retention. Leading insurers are applying generative Al to
close this gap. For instance, Allstate reports that Al drafts most of its ~50,000 daily
customer communications, with humans reviewing for accuracy and compliance. This
improves speed, clarity, and consistency while retaining oversight for sensitive decisions.

Al-enabled customer experience directly influences NPS and retention, claims
satisfaction and litigation risk, and cross sell and upsell outcomes.

The Biggest Execution Gap: Scaling Al

Despite strong interest, scaling remains the biggest challenge. Many insurers achieve
promising pilots in claims, fraud, or service but struggle to industrialize Al across regions,
lines of business, and legacy environments. Only a small minority has scaled Al
enterprise-wide. Success depends less on model accuracy and more on reusable data
and model components, integrated data foundations, workflow redesign, and strong
governance. Insurers that succeed treat Al as an enterprise capability—embedded in
operating models, metrics, and decision rights—rather than an innovation experiment.
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Al Foundations In Insurance:
From Algorithms to
Enterprise Capability

The challenge for insurers is not a lack of ideas but the absence of shared
enterprise-level understanding of how Al capabillities fit together and how to deploy
them responsibly within regulated environments. This section clarifies Al categories,
traces the evolution from task automation to decision-centric execution, and
outlines the strategic tradeoffs of building, buying, or partnering for Al solutions.

06



Operationalizing Al in Insurance: A Roadmap to Transforming Risk, Capital, and Customer Outcomes (Part 1)

Analytics and ML

ML technigues—supervised learning, unsupervised learning, NLP, and timeseries
modeling—power pricing adequacy, underwriting triage, claims severity prediction, fraud
detection, and retention modeling. ML excels at pattern recognition and prediction but is
limited by dependence on structured data and static workflows.

Agentic Al

Agentic Al automates multistep operations with planning, reasoning, and tool execution.
It supports claims automation, underwriting workbenches, servicing journeys, and
finance operations. With human-in-the-loop controls, it ensures compliance and
auditability.

Generative Al (GenAl)

GenAl transforms how insurers work with unstructured information. Key capabilities
include summarization, extraction, natural language drafting, and RAG over internal
knowledge bases. Use cases include claims narration, underwriting summarization,
policy interpretation, call center copilots, and regulatory analysis. GenAl acts as the
knowledge and interaction layer.

From Automation to Decision-Centric
Insurance

Traditional automation relied on rules and RPA, which struggled with variability and
exceptions. Al enables probabilistic decisioning, journey orchestration, and real-time
execution. It allows systems to ingest data continuously, update risk understanding,
guide next-best actions, and learn from outcomes—resulting in context-aware, adaptive
decisioning across underwriting, claims, and servicing.



https://xebia.com/artificial-intelligence/agentic-ai-services/
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Build vs Buy vs Partner: Strategic Choices for Insurers

Balances speed and customization,
especially for agentic workflows, but
adds governance complexity.

Maximum control and differentiation, but Faster adoption for horizontal
talent-intensive. capabilities, but risks vendor lock-in.

Partner

Al as an Enterprise Capability, not a Project

Long-term success requires shared data foundations, reusable components, integrated MLOps/LLMOps, and clear ownership across business, IT, and risk. Insurers that embed
Al into operating models, metrics, and governance frameworks avoid “pilot purgatory” and achieve sustainable impact.



https://xebia.com/artificial-intelligence/mlops/
https://xebia.com/artificial-intelligence/large-language-models-operations-llmops/
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Al Across the Insurance
Value Chain
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Insurance Value Chain Overview

Insurance value creation depends on the quality of decisions across the lifecycle—from product design to claims settlement. Historically optimized in silos, these processes now
require integrated, real-time decisioning. Al enables horizontal orchestration across systems and functions and enhances outcomes across three journeys:

Quote & Service Claims
Bind Journey Journey Journey

Al improves decision latency, decision quality, operational friction, and learning loops, ensuring upstream decisions continuously improve.



https://xebia.com/solutions/insureagent-solution/
https://xebia.com/solutions/connected-claims-on-appian/
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Al Will Not Have the Same Impact Across the Insurance Value Chain
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Figure 1illustrates an end-to-end insurance value chain and shows how Al capabilities are overlaid across all stages, rather than confined to individual functions.
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https://www.swissre.com/risk-knowledge/advancing-societal-benefits-digitalisation/opportunities-ai-insurance.html

Operationalizing Al in Insurance: A Roadmap to Transforming Risk, Capital, and Customer Outcomes (Part 1)

Stay tuned for Part 2 as
we continue exploring
how Al transforms the
Insurance value chain.
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