
The landscape of insurance distribution is changing 
rapidly across the globe as technology and social 
media throw up new possibilities, while traditional 

favourites like bancassurance are spawning more failures 
than successes. Close analysis reveals that the insurer’s 
goal of persistence is seldom being realised, making it 
a hugely expensive exercise, often with negative returns, 
while banks are turning to short termism and “churn 
rates” are increasing. There is a huge opportunity for 
takaful operators to offer differentiated products through 
an integrated multi-channel strategy, underpinned by 
technology already available elsewhere.   

While banks have rarely had a greater appetite to earn 
fee-based income, many are becoming disillusioned. I be-
lieve one reason is very often at the root of the problem: 
I call it the “Sweet Spot Syndrome”. My theory goes like 
this: banks have diverse customer bases, and insurance 
products (designed on risk demographics) typically appeal 
to segments of the market – put the two together, and you 
have a product which might appeal to 5%-10% of the banks 
customers. Banks are thus disappointed with lead conver-
sion ratios and the whole relationship with the insurer 
becomes purely tactical, culminating in higher churn rates.

Why superior technology is needed
The solution requires the automation of underwriting rules 
and rating of risks, allowing an individual policy to be 
tailored and priced according to the specifics of the risk 
involved. This would enable insurers to offer the banks 
a range of products which extend the appeal to a greater 
audience within the bank’s customer base. A one decimal 
point rating tweak can make a motor product more ap-
pealing to lady drivers; another tweak, and it becomes a 
product for over-50s. Such capability is immediately avail-
able today from web-based technology and this represents 
a major opportunity for takaful operators in the Middle 
East – where conventional insurers have persisted with poor 
quality, non- differentiated products. 

By embracing superior technology, takaful providers can 
leapfrog innovation, producing more attractive products 
and distribute them through more appropriate channels 
(bancatakaful), enabling a timely offer of insurance and so 
driving sales, increasing penetration and improving density 
levels – a virtuous circle!

Telematics – opportunity for personalisation
By far, the biggest personal lines sector across the Middle 
East is motor. The main thrust of innovation in motor 

insurance globally is in telematics. The advent of low-cost 
and self-install devices has rejuvenated the subject and is 
opening some very interesting possibilities in personalisa-
tion (of quotes) and fraud reduction in claims. 

There is an interesting UK startup company with a 
low-cost, self-installed device which features two-way com-
munications. This presents an interesting opportunity to 
improve service where the ability to communicate with the 
driver immediately after the accident with helpful advice 
and assistance would be a differentiator. 

It also has potential in those countries where there is a 
growing “claim culture”. Pricing a risk depending on how 
a car is driven rather than the age and sex of the driver, 
will provide a level of granularity that will have particular 
appeal to younger drivers and possibly ladies, where care 
can be rewarded with lower premium. Combining data 
from telematics devices with flexible underwriting and 
administration systems releases the potential for “Pay How 
You Drive” to re-define market segmentations based on 
behaviour rather than age and sex. 

Telematics represents the single biggest “personalisation” 
opportunity in the general insurance industry globally. Per-
sonalisation is an emerging movement in financial services 
which is being pursued by banks and trading companies 
and is now trickling into insurance. Fundamentally it means 
pricing a risk according to its individual merits, and making 
an offer to the risk bearer at a time and in a way that suits 
their way of living, including social media.

Social media – opportunity for data mining
There is a growing realisation that social media is much 
more than just a channel: social media users leave behind 
a treasure trove of information and artefacts whose value 
is beginning to be appreciated by financial ser-
vices companies. The information to be 
gleaned can form crucial input to 
create strategies for distribution, 
marketing including branding, 
customer service, demand gen-
eration and innovation. 

One of the barriers has 
been the ability to effectively 
mine the huge volumes of data 
available: in response, a new indus-
try has emerged around non-Boolean 
searches with companies like Autonomy, 
Detica, Sophia and Datafusion International in 
the fore. Insurers are now considering how to use this 
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By embracing superior technology, takaful providers can leapfrog innovation, producing 
more attractive products and distributing them through more appropriate channels such 
as bancatakaful, says Mr Tony Ferguson of International Business Links.
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information in claims (primarily in deniability) and un-
derwriting (as a cross-check that coverages are appropriate).

Last year, the Technical University of Munich conducted 
a study into 250,000 Twitter messages relating to S&P 500 
companies. Analysed over a six-month period, the study 
saw a correlation not only between Twitter volume and next 
day trading volume, but also between Twitter sentiment 
and abnormal stock movements. Incredibly, the conclusion 
was that if an investor had used Twitter sentiment to guide 
share trading in the first half of 2010, they would have been 
handsomely rewarded with a rate of return of almost 15% 
above the market average. 

Understandably, this has generated a lot of activity in the 
trading space and a plethora of websites have been spawned 
including tweet trader, an aggregation site for stock tweets 
which produces an overall sentiment score on a +/- % basis. 
Another interesting one is eToro, a Cyprus-based global 
trading platform which, through its “Openbook” feature, 
allows its clients to see the trades of its most successful 
traders and then to copy their future trades at the click of a 
button. The platform can be accessed via Twitter, Facebook 
and so on, and has already acquired 1.5 million customers. 

Reviews and peer references
eToro is the most successful commercial exploitation of a 
growing phenomenon which social media has facilitated 
– the willingness to reference peers for advice and experi-
ence, prior to committing to a purchase. This has profound 
implications for purveyors of financial services. Reputations 
are being constructed and demolished on Facebook without 
necessarily any contact with the institution. It resonates with 
a statistic from Amazon who suggested that some 70% of 
purchases on their site occur after the purchaser has read 
a product review. 

At the most simplistic level, insurers must reach out to 
customers and at least get involved in the debate. Webchat 
is becoming a popular mechanism in this respect, already 
in use by some of the affinity financial services providers. 
Again, this is an opportunity for the insurer to seize 
the high ground by embracing technology 

to offer good value products through multiple channels 
including bancassurance, direct and social media.

The importance of online reviews has grown ever since a 
survey by eMarketer in 2007 revealed that 79% of UK retail-
ers reported that online reviews improved site conversion 
rates. Another eMarketer survey in 2010 established that 
customer reviews are 12 times more trusted than product 
or service descriptions.

Online Reputation Management (ORM) is an emerging 
discipline that will take an increasing share of marketing 
budgets as insurers switch to the new battlefields dictated 
by social media and customer preferences.

Towards innovation and growth
In summary, technology implemented adhering to global 
best practice basis would give the insurance provider the 
opportunity to shift expenditure away from business as 
usual to innovation and growth, thereby adding real value 
to customers. Internet adoption and broadband usage are 
growing faster in the Middle East than anywhere else in 
the world – the key to future success will be the ability to 
offer attractive products, individually rated, at a time and 
in a way that suits the customer’s lifestyle. 

Distribution will always be the battleground, but the 
nature of distribution is changing, and the insurer must 
consider social media, personalisation, direct, affinity and 
community channels, as well as bancassurance and the 
traditional intermediated routes to market.

No view of technology can ignore the Cloud/ Software 
as a Service (SAAS), which can be the key to providing flex-
ibility and agility across the insurance enterprise.

Mr Tony Ferguson is CEO of International Business Links Ltd. He can 
be contacted at tony@ibl.ie or on Twitter: @tonyferg
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