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While telematics is not new to the motor sector it has never been more relevant – and it presents an
opportunity for insurers to create a more meaningful relationship with their customers through a
better understanding of the data and how it can be used.
According to estimates, telematics based solutions have the potential to gain up to 19 million
policies in the UK and 89 million worldwide. However, leading global technology provider SSP
estimates suggest that there are around 300,000 active telematics- based policies in the UK alone.
The potential for growth is clear but insurers must consider how they will manage all the new data
and how it will be presented to clients before rushing to market with any new products.
According to Gartner, insurers will need to have core systems that “support usage-based pricing, and
manage or mine the amount of incoming data, especially around billing and pricing calculation, the
calculation of recurring premiums when monthly costs are less predictable, and the implications on
financial forecasting”. Effectively managing the vast quantity of data that is generated by telematics
is the next logical step. The ability to process and analyse data allows insurers to turn information to
their advantage in both pricing and the distribution of products, however, from a workforce point of
view, one of the biggest challenges faced by insurers is a shortage of people who are able to analyse
and interpret the large data sets generated by telematics. SSP suggests that insurers address this
issue by developing relationships with specialist analytics firms while upskilling internal staff.
Another key consideration is offering the right customer service for motorists using telematics
technology. Existing telematics providers are finding that policyholders visit their personalised driver
dashboards on average twice a week - a golden opportunity to make a good impression and
strengthen a relationship that traditionally has a lot less interaction. Policyholders are keen to view
their data and understand how their approach to driving affects their premiums, so presenting this
data in a way that suits them can help retain business and attract new customers as well as
improving driving behaviour and ultimately claims frequency.
Meanwhile, incentives for customers who improve their driving could form part of these data
dashboards. For example, impact analyses on premiums based on certain driving behaviours could
help policyholders bring down costs and should also impact the way premiums are paid. Itemised
billing could be the way forward for both good and bad driving behaviour – and their impact on what
is to be paid for the period – clearly outlined in each statement. The old model of annual invoices for
motor insurance premiums will become obsolete for telematics policies with insurers having to
move to either quarterly, monthly or even weekly statements.
Telematics is currently one of the main talking points in the industry globally but entering into this
area of the market is not without its pitfalls and requires careful consideration. Taking the
opportunity to learn from specialists, understanding data and how it can be used and servicing
customers in the way they want could make a move a manageable and profitable experience.
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