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Overcoming Digital 
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Insurance Sector  
 
 
 

It’s no secret that the insurance industry in 
general is lagging behind in digital adoption, 
but that’s for good reasons – Senior 
Executives and the Board needs to know the 
reasons and how to mitigate them 
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1. Introduction 
 
The wave of digital transformation sweeping across sectors has not left the insurance 
industry untouched. While these advancements bring promising opportunities for 
revenue generation, customer satisfaction, and operational efficiency, they also pose 
a unique set of challenges 
 
This whitepaper offers the Senior Executives and Board of Directors comprehensive 
insights into the nature of these challenges, their potential impact, and viable 
mitigation strategies – the findings are tried and tested based on 15+ years of 
successful digital transformation projects in the insurance industry worldwide 
 
The table below outlines the main challenges, ranking them based on their impact on 
the transformation program and the difficulty of mitigating each challenge 
 

  1-5 (5 is maximum)  

 Main inhibitor Impact Mitigation effort Mitigations 

1 Legacy technology 
architecture  5 3 Low-code / bimodal tech 

architecture 

2 Bureaucracy and 
corporate silos 4 3 Reorganization / clear 

incentive schemes 

3 Strong culture and 
history 4 5 Motivation initiatives / 

change of team(s) 

4 Compliance and risk 2 2 Involve IA and compliance 
from the start 

5 Regulatory constraints 2 2 Engage regulators from the 
beginning 

6 Short-term results 
orientation 3 4 Shareholders approve long-

term plans 

7 Inadequate digital 
talent pool 4 4 Readjust salaries, train 

employees, and hire new 

8 Lack of transformation 
talent / experience  5 5 

Engage consultants and 
ensure internal anchoring 
during and after 
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1. Legacy Technology Architecture 
 

Impact: Very high (5) 
 
Legacy systems represent one of the most significant barriers to digital transformation 
in the insurance industry. These older technologies often operate in silos, 
disconnected from newer systems, making it difficult to achieve a unified view of data 
and operations. They typically require specialized skill sets to maintain, and these skills 
are increasingly rare as the technology ages. More importantly, legacy systems are 
often laden with what is termed "technical debt” 
 
Technical Debt: The Hidden Cost 
 
Technical debt refers to the long-term costs and complexities that arise from 
choosing easier, quicker, or cheaper solutions instead of applying a more sustainable, 
future-proof approach. In the context of legacy systems, technical debt accumulates 
over years, as quick fixes and patches are layered over existing code 
 
The result is an increasingly complex and fragile system that is difficult to update, 
secure, or integrate with new technologies. The 'interest' on this debt is paid in the form 
of slower operations, higher failure rates, increased security risks, and soaring 
maintenance costs 
 

Mitigation Effort: Moderate (3) 
 
Mitigations: 
 

1. Low-Code Solutions: Low-code platforms can drastically reduce the 
development time for new applications and can be more cost-efficient in the 
long run. These platforms also have the benefit of being easier to integrate with 
existing systems 
 

2. Bimodal Approach: Operating on a bimodal architecture allows the 
organization to maintain the legacy systems for core operations while adopting 
newer technologies for customer-facing or less critical operations 
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Bimodal IT: The Transitional Powerhouse 
 
The concept of Bimodal IT is becoming increasingly relevant as organizations grapple 
with the challenges posed by legacy systems. In a bimodal setting, the IT department 
is essentially divided into two distinct but interlinked modes 
 
Mode 1 is focused on stability and efficiency, primarily responsible for maintaining the 
legacy systems that are critical for day-to-day operations 
 
Mode 2 is agile and innovative, concentrating on developing new capabilities that can 
respond to changing market conditions and customer needs 
 
This approach also permits a more manageable method for paying down technical 
debt over time, as the legacy systems can be incrementally replaced or integrated 
with newer technologies 
 
 

 
Discussion 
 
For the Senior Executives and Board of Directors, the focus should be on undertaking a 
comprehensive technology audit to identify areas where legacy systems are affecting 
performance 
 
This information is crucial for making investment decisions. A hybrid strategy using a 
bimodal approach can offer a balanced pathway. While low-code platforms offer 
quicker and more flexible solutions, adopting a bimodal approach enables the 
organization to implement digital changes without disrupting current operations 
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2. Bureaucracy and Corporate Silos 
 

Impact: High (4) 
 
Bureaucratic bottlenecks and corporate silos negatively impact the speed and 
efficiency of digital transformation projects. Siloed departments often harbor 'not 
invented here' syndromes, leading to duplicate efforts and poor resource utilization. 
 

Mitigation Effort: Moderate (3) 
 
Mitigations: 
 

1. Reorganization: Flatter organizational structures are more conducive to the 
fast-paced nature of digital projects. Reducing layers of hierarchy can lead to 
quicker decision-making 
 

2. Incentive Schemes: Reward systems that prioritize cross-departmental 
collaboration can break down silos and encourage teamwork. 

 

Discussion 
 
The Senior Executives and Board should contemplate organizational restructuring that 
encourages cross-departmental collaboration. A governance model that streamlines 
reporting and decision-making can greatly facilitate digital projects 
 
Furthermore, reevaluating and readjusting the current incentive schemes to 
encourage collaboration can help break down existing silos. The Board might consider 
setting KPIs that are tied to cross-departmental projects and digital transformation 
objectives 
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3. Strong Culture and History 
 

Impact: High (4) 
 
A strong organizational culture can sometimes be a double-edged sword, particularly 
when it comes to digital transformation. Established cultures may resist changes to 
workflows, organizational structures, and long-standing policies, making it 
challenging to integrate new, disruptive technologies 
 
In many organizations, especially those with a long history, the prevailing culture can 
often be deeply ingrained. Such cultures may have been shaped around traditional 
methods of operation, hierarchical decision-making, or specific workflows that have 
been effective in the past 
 
As a result, employees may view these established practices as tried-and-true 
blueprints for success. In such an environment, introducing digital transformation can 
be perceived as a threat to the collective organizational identity and the security of 
individual roles 
 
Long-time employees may be particularly resistant, fearing that new technologies will 
render their skill sets obsolete or disrupt team dynamics. This form of cultural inertia 
can create a subconscious resistance to change, where the 'way we've always done 
things' becomes a significant barrier to adopting new, more efficient digital practices 
 

Mitigation Effort: Very high (5) 
 
Mitigations: 
 

1. Motivation: Transparency and consistent communication with employees 
about the need for and benefits of digital transformation can bring reluctant 
staff onboard 
 

2. Change of Guard: In many instances, infusing new leadership can rejuvenate 
the organizational attitude towards change and may be a necessary change 
to secure the digital transformation success 
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Discussion 
 
The Senior Executives and Board has a crucial role to play in shaping the company 
culture. When the Board shows active support for digital transformation, this sends a 
compelling message to the rest of the organization. Implementing a comprehensive 
internal communications strategy can help to ensure that the entire workforce 
understands the rationale behind the changes 
 
Moreover, it is more often than not beneficial to consider bringing in new leadership 
with a proven track record in managing digital transitions 
 
 

4. Compliance and Risk 
 

Impact: Low (2) 
 
Compliance and risk, while critical in the insurance sector, can slow down or halt digital 
transformation. The extensive regulatory landscape imposes a cautious approach, 
limiting agility and innovation 
 

Mitigation Effort: Low (2) 
 
Mitigations: 
 

1. Involve Internal Audit and Compliance: Incorporating these departments from 
the onset of any project can ensure that digital transformation efforts align with 
regulatory requirements 

 

Discussion 
 
The Senior Executives and Board should consider setting up a dedicated compliance 
and risk subcommittee focusing solely on digital transformation. This subcommittee 
can work hand-in-hand with project teams and compliance departments, making 
sure that all initiatives align with regulatory frameworks 
 
They can act as a bridge, translating complex regulatory language into actionable 
guidance for the technical teams, thereby ensuring that compliance becomes a 
facilitator rather than an inhibitor of change 
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5. Regulatory Constraints 
 

Impact: Low (2) 
 
Regulatory constraints in product development and underwriting procedures can 
slow innovation, making it challenging to introduce new, digitally-driven insurance 
products 
 

Mitigation Effort: Low (2) 
 
Mitigations: 
 

1. Engage Regulators: Proactively working with regulators can help tailor 
frameworks that are more favorable to digital transformation 

 

Discussion 
 
Senior Executives and Boards can take an active role in lobbying for regulatory 
change, both directly and through industry associations. By maintaining open 
channels of communication with regulatory bodies, the Board can gain valuable 
insights into upcoming changes and potential areas for advocating policy 
adjustments that would facilitate digital transformation 
 
 

6. Short-Term Results Orientation 
 

Impact: Moderate (3) 
 
A focus on short-term KPIs and quarterly results can be detrimental to long-term 
digital transformation projects, which often require significant upfront investments 
and time to yield returns 
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Mitigation Effort: High (4) 
 
Mitigations: 
 

1. Long-term Aspirations: Educating shareholders on the long-term benefits of 
digital transformation can help align them with longer project timelines 
 

2. Short(er) projects: Design the transformation in a way that allows the overall 
transformation to be split into smaller projects, demonstrating success and 
value along the transformation path, thereby proving the effect of the longer-
term strategy 

 

Discussion 
 
The Senior Executives and Board must be ready to champion long-term digital 
transformation strategies against the pressures of short-term performance metrics. 
This involves clear and consistent communication with shareholders to align their 
expectations with the timelines of digital transformation projects. Convincing 
shareholders to back longer-term strategies may involve presenting compelling case 
studies, ROI models, or other evidence to support the potential benefits of these 
initiatives 
 
 

7. Talent Pool Challenges 
 

Impact: High (4) 
 
A lack of skilled digital talent can severely hinder digital transformation efforts. 
Whether it's lack of in-house expertise in data analytics, AI, or software development, 
talent gaps can lead to delays, cost overruns, and failed projects 
 
The insurance industry, often perceived as conservative and traditional, faces several 
challenges in attracting the talent needed for digital transformation. First and 
foremost is the skills gap. The requirements for successfully implementing digital 
initiatives often involve specialized skills in areas such as data analytics, machine 
learning, cybersecurity, and user experience design—areas where the industry may 
not have needed expertise before 
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Organizations find themselves competing for the same limited pool of talent with tech 
companies and startups that may offer more appealing work environments to tech-
savvy job seekers 
 
Moreover, the insurance sector faces the big task of making the industry appealing to 
younger generations. For millennials and Gen Z, who grew up in a digital-first world 
and prioritize job roles that offer dynamic challenges and opportunities for rapid 
career progression, the insurance industry can seem lackluster. The sector's 
reputation for rigid hierarchical structures and bureaucratic red tape can also deter 
young talent who thrive in collaborative, agile environments 
 

Mitigation Effort: High (4) 
 
Mitigations: 
 

1. Readjust Salaries: Competitive remuneration can attract the needed talent 
 

2. Engage Consultants: External expertise can help bridge the internal talent gap, 
at least in the short term. 

 

Discussion 
 
Talent management is an area where the Senior Executives and Board can have 
significant influence. Decisions around compensation, benefit packages, and long-
term career development plans can make the organization a more attractive 
destination for digital talent. Boards should also be willing to look externally for 
expertise, bringing in consultants as necessary to guide digital transformation 
projects. However, it’s essential to ensure that internal teams are upskilled 
simultaneously to take over when the consultants’ tenure ends. 
 
By understanding the nuances of these talent pool challenges, the Senior Executives 
and Board can strategize more effectively to attract, retain, and develop the human 
resources needed for a successful digital transformation 
 
Certainly, here is the section discussing "Execution Capacity" and its mitigations. 
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8. Execution Capacity 
 

Impact: Very high (5) 
 
One of the most overlooked but critical barriers to digital transformation is a lack of 
execution capacity, particularly in terms of talented change agents with a track record 
of successful digital transformations. Even with the best plans, technology, and 
intentions, the actual rollout of transformation initiatives can falter if there aren't skilled 
individuals to manage and drive these changes. The absence of experienced change 
agents means that the company is taking a considerable risk; every failed attempt 
not only wastes resources but also erodes the morale of the team and can create a 
culture of skepticism around future digital transformation efforts. 
 

Mitigation Effort: Very high (5) 
 
Mitigations: 
 

1. Setting Up a Transformation Management Office (TMO): Establishing a 
Transformation Management Office can significantly enhance the 
organization's ability to execute digital strategies effectively. This dedicated 
team, led by experienced change agents, would be responsible for coordinating 
all transformation-related activities, ensuring that they align with the 
company's overarching strategic objectives. The TMO would act as the nerve 
center for the transformation, overseeing project timelines, resource allocation, 
and performance metrics. Their experience and focused attention can 
substantially reduce the risk of project failures and ensure a more effective, 
streamlined transformation process 
 

2. Engaging Consulting Firms for Planning and Oversight: Employing external 
consulting firms with a proven track record in digital transformation can provide 
valuable third-party perspectives and skills. These firms can assist in initial 
planning, execution, and even post-implementation audits. However, it's crucial 
to maintain continuity once the consulting project is completed. For this, hiring 
a skilled chief executive to work alongside the consultants is vital. This ensures 
that the insights and improvements brought by the consulting firm are 
institutionalized within the organization, making the transformation sustainable 
in the long term 
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Discussion 
 
The Senior Executives and the Board should take the limitations of execution capacity 
very seriously 
 
Failing to address this challenge head-on would mean leaving the organization's 
digital future to chance. Investment should be made not only in hiring qualified 
change agents but also in setting up a structured framework for managing digital 
transformation, such as a TMO 
 
Additionally, while external consulting firms can provide invaluable insights and 
expertise, the Board should also ensure the hiring of a competent chief executive to 
work in tandem with these consultants. This dual approach ensures not just the 
successful initiation but also the sustainable continuation of digital transformation 
efforts 
 
 

Conclusion & Recommendations 
 
Successfully navigating the complex landscape of digital transformation in the 
insurance sector involves overcoming several key challenges. Each has its nuances, 
requiring targeted strategies for mitigation. The Board plays a pivotal role in steering 
the organization through these challenges, ensuring the long-term viability and 
competitiveness of the company. 
 

Recommendations 
 

1. Conduct technology and culture audits to identify bottlenecks 
2. Engage with internal and external stakeholders, including regulatory bodies 
3. Prioritize and articulate long-term strategies and obtain shareholder buy-in 
4. Reassess talent management strategies and align them with transformation 

goals 
 
Through an understanding of these challenges and a commitment to strategic 
planning, the Board can be an agent of positive change, propelling the organization 
towards a successful digital future 
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