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 The insurance industry needs to keep abreast with 
changes in technology and recognise its benefits

 Two contentious areas are the introduction of standards 
in telematics and price comparison sites’ question sets

 The government, the EU and market forces may force 
the industry to adopt standards in those two areas

Technology is moving at a pace 
that threatens to overwhelm the 

insurance industry. Its benefits are 
clear, however. 

Until recently, a broker might 
require several days to send a quote 
to a potential customer. The broker 
would be waiting for a letter or an 
email and, if this were to arrive after 
o!ce hours, comparing prices would 
be delayed even further.

However, the big software houses, 
such as West Yorkshire-based SSP, 
East Sussex’s Insurecom and Lon-
don’s Acturis, provide prices in real 
time, which enables brokers to 
obtain hundreds of quotes at the 
click of a mouse.

Important roles
SSP launched its system in February, 
and its software uses The Cloud,  
the wireless network that belongs  
to BSkyB. 

Prices are updated instantly. This 
means that the cost of the policy that 
a broker selects is accurate, and not 
days out of date, which might have a 
significant bearing on which cover is 
chosen. About 1,100 brokers use this 
technology to obtain four million 
quotes every day from what SSP divi-
sional director of distribution Rich-
ard Crocker describes as a “centralised 
quotes hub that ensures certainty of 
rating” (see Q&A, page 20).

These software houses also help 
the industry to combat fraud. For 
example, in the case of customers 
misrepresenting themselves, only 
lengthy checks can show that the 
person they claim to be is, say, dead. 
The software facilitates quick links 
to third parties, such as Experian 
and Lexis Nexis, that can check the 
names and details of people against 
insurance companies’ own data-
bases. These will also allow for a 
quick credit check, claims history 
and vehicle registration.

Up to standard
Polaris UK plays a key role in these 
developments. Owned by the gen-
eral insurance industry, the devel-
oper and maintainer of insurance 

processing standards in the interme-
diary – mostly online – marketplace, 
traces its history back to 1997, when 
Logica UK was appointed to imple-
ment Productwriter, a software that 
made it easier for insurers to trade 
online. Its shareholders include 
insurers AXA and Groupama and 
brokers Aon and Towergate.

One of the key aims of Polaris  
is to develop industry standards.  
For example, in 2011, it took part  
in developing common standards  
in marine insurance and motor  
trade products.

By enforcing certain commonal-
ity between the industry’s IT pro-
grams, the various pieces of 
technology can better communicate 
with each other. This makes data 
sharing quicker, reduces the need 
for human intervention and should 
reduce the costs to the parties 
involved in any given transaction.

Most importantly, it provides 
insurers and brokers with a frame-
work that helps them understand 
the fast-moving technology they use 

Talking points …
Will the telematics industry ever come to a consensus 

over common standards?
How will legislation, including the Gender Directive, 

affect future innovation in this sector?
Are common standards a step too far for the fiercely 

competitive price comparison sites?
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and will prevent them from becom-
ing overwhelmed by the complexity 
of the systems and data that  
reaches them.

However, one issue that arises 
with regard to standards is that  
they implicitly impose rules that 
many technology-based companies 
feel limit their flexibility, thus poten-
tially ruining the innovations that 
enable them to make the margins 
required to prosper and invest in 
further advancements.

Two emerging sectors
A debate is currently raging over the 
introduction of standards in telemat-
ics – the little black boxes in cars  
that have enabled young motorists 
reduce their car insurance premiums 
by proving that not all young men 
are prone to high-speed crashes  
– and price comparison sites. 

Polaris is keen to reshape these 
emerging sectors by introducing 
standards as soon as possible. 

Advocates claim that standards 
will help protect customers, but 
opponents argue that telematics 
players will lose their commercial 
edge as a result.

Polaris is aiming to have its first 
set of telematics standards ready by 
the end of the year. The ABI has set 
up its own committee to help estab-
lish such standards, but the telemat-
ics industry is divided over what 
these should be or whether they 
should even exist.

One of the key areas of contention 
is renewals. At the end of a period of 

cover, a driver might want to change 
carriers. By being able to transfer the 
driving history held in the fixed box, 
the customer could obtain a cheaper 
price from another provider. 

Polaris wants to set a benchmark 
so that all telematics boxes record 
driving history in the same way, 
irrespective of which company owns 
and runs them.

However, with di"erent systems, 
data (be it history of speed, braking 
or location) cannot be easily trans-
ferred. Further, the telematics com-
panies regard it as their property 
and as tool to help them enhance 
their o"ers to customers. 

Put simply, if rivals cannot easily 
access that data, they will be unable 
to o"er a cheaper price than  
the driver’s existing company, and 
the driver may therefore be tied to 
that insurer ad infinitum.

Andrew Linnell, who heads  
Edinburgh-based Hansen Young 
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‘Unless brokers 
grab the 
importance  
of integrated 
trading, they  
will be at a 
disadvantage’
Andrew Linnell, Hansen  
Young Consulting
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customer DVLA licence information

EXPERT VIEW  

STANDARDS: THE UNSUNG 
HERO OF COMMERCE

Standards provide the glue that allows 
commerce to take place. It doesn’t 
matter which industry or even which 
technology is being used, but without 
standards most of commerce today 
would be more expensive, or in some 
cases impossible, to transact.

Standards are everywhere. From 
the side of the road we drive on to 
the way data is transmitted through 
the internet. In insurance, we tend 
to focus on the data standards 
necessary to buy and maintain 

products and the processes that must be followed. 
However, lying underneath the process and data standards 
are a host of technical requirements: for example, to ensure 
that what is received was what was sent and that data is 
protected from unauthorised access.

Standards remove cost. Without the standards used in 
the personal lines market, it would take consumers hours 
to obtain a dozen quotes. The use of standards means that, 
from one data input, a consumer can obtain competing 
quotes from scores of motor products rapidly. 

Standards are not always valued. A supplier may want to 
avoid easy, rapid and comprehensive product comparison. 
Why surrender a profitable market position if you don’t 
have to?

Standards support competition. By simplifying the 
common parts of commerce, standards provide focus on 
what differentiates competing products from each other. 
Customers no longer have to worry about the process of 
obtaining quotes for products but can instead concern 
themselves about the elements that are most important 
to them. It is important to emphasise: standards do not 
prevent companies from introducing new features or 
competitive differentiators. Perhaps the market closest to 
the economists’ definition of perfect competition is private 
car insurance in the UK – a market built on standards.

Standards require regular updating. In motor insurance, 
new vehicles must be added to the list monthly and 
new occupations emerge, such as web developer. The 
processes behind standards also change: for example, to 
support initiatives such as the Employers’ Liability Tracing 
Office or, in the future, to allow DVLA data to be used. 

Standards involve new areas such as telematics in 
motor insurance, where currently no standards exist. This 
limits the brokers’ and consumers’ ability to compare 
products quickly and easily, particularly at renewal, where 
there is a risk that the telematics data that has been 
accumulated cannot be easily shared with the consumer 
and other telematics providers to obtain alternative quotes. 
Standards will help remedy this.

Standards can always be improved, but they do deserve 
the occasional round of applause. They remove cost, 
enhance competition and facilitate business. For completely 
bespoke services, they may not be necessary. However, 
for the other 99% of transactions, they provide unalloyed 
benefits to the customer.

Martin McLachlan worked at 
the Royal Insurance Group, 
was a partner at PA Consulting 
and became managing director 
of Polaris in 1997
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