
KPMG and SAS Insurance 
Analytics 
Driving operational improvement with micro-segmentation

Business impact
The insurance industry is a multitrillion-dollar business. 
The volatile and uncertain economic environment is 
driving insurers to alter the way they conduct business. 
With great uncertainty coupled with rapidly changing 
markets, disruptive technologies, and new regulations, 
executives are encountering complex market issues, 
changing governance and risk management, and 
responding to an imperative to improve profitability. 

Insurance executives need to harness all available data 
with more sophisticated techniques to understand and 
manage their business. One example that highlights 
this is the performance of commercial auto over the 
past decade, with loss ratios hovering in the 80%’s, 
adverse claim trends running twice the rate of inflation, 
and adverse reserve development not just occurring 
eight years in a row but increasing each year. 

Executives in finance, underwriting, claims, and 
actuarial are all wondering what techniques they can 
use to get ahead of long-running problems like this, 
and no one discipline can do it alone. This example is 
not unique. Companies that best understand the root 
causes of the issues and address them even before 
they become such a significant problem will be the 
ones that will survive and thrive in a very competitive 
market. Leading companies have adopted new 
technologies and innovative techniques, such as micro-
segmentation, to gain decisive competitive advantage.
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Figure 1: KPMG and SAS approach to insurance analytics
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The challenges
The insurance industry is rapidly changing and is 
under tremendous competitive pressures to increase 
margins, retain existing customers, and attract new 
customers with new products and offers. In addition, 
insurers are seeking to:

 — Improve pricing models and profitability 

 — Better understand loss emergence drivers

 — Detect changing trends earlier

 — Reduce expenses 

 — Increase speed to market and product flexibility

 — Unify work streams such as marketing, 
underwriting, claims, actuarial, and finance, etc. 

 — Deliver holistic customer experience and 
intelligence for retention

In order to achieve these goals, insurance companies 
are adopting micro-segmentation, which is an 
advanced analytical approach using artificial intelligence 
(AI) and machine learning (ML) to model outcomes at 
policy, claim, and coverage level for more informed 
decision-making. Micro-segmentation is the 
cornerstone for insurers to thrive and succeed in the 
current market environment. 

Our joint approach
KPMG and SAS have joined efforts to develop an 
offering combining industry leadership, market-leading 
technology, operational delivery excellence, and 
demonstrable results for our clients. Our joint approach 
can deliver:

Our joint offering with an experienced insurance team 
ingests granular data, applies advanced modeling using 
multiple AI and ML techniques, and visualizes results 
through a collaborative and integrated platform for 
decision-making as illustrated in Figure 1.

The potential benefits
Our offering can provide benefits across the 
organization:

 — Triage claims and law firm response with earlier 
intelligent view of claim cost drivers

 — Enhance profitability through improved intel into 
profitable/unprofitable segments

 — More inform financial forecasting for better 
planning and operational efficiency

 — More precise and responsive reserving with 
earlier recognition of exposure and claim mix 
changes

 — Identify growth opportunities with analytics 
around hit rate and customer satisfaction.

With the industry experience of KPMG and AI/ML 
technology from SAS, we are pleased to share some 
results from our clients: 

 — Estimated improved profitability by 10 loss ratio 
points 

 — Deterioration in loss ratios identified 12–24 
months earlier compared to standard methods

 — Expected renewal profitability increase of  
3–5 percent with targeted pricing, underwriting, 
and marketing decisions

 — Estimated improved reserving efficiency and 
granularity of results in dashboard visuals for  
15–20 percent gain in efficiency

 — Estimated reduction in legal fees by 10 percent.
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Some or all of the services described herein may not be 
permissible for KPMG audit clients and their affiliates or 
related entities.

 — Accelerated time to value to deploy and expand

 — Transparent, easily digestible results

 — More frequent and continuous monitoring

 — Business friendly models 

 — Reduced key person dependency risk

 — Controlled environment with improved 
documentation and model governance 

KPMG LLP does not provide legal services.

The information contained herein is of a general nature and is not intended to address the 
circumstances of any particular individual or entity. Although we endeavor to provide accurate and 
timely information, there can be no guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No one should act upon such information 
without appropriate professional advice after a thorough examination of the particular situation.

© 2021 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global 
organization of independent member firms affiliated with KPMG International Limited, a private English 
company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks used 
under license by the independent member firms of the KPMG global organization. NDP171391-1A

http://www.linkedin.com/company/kpmg-us
https://www.facebook.com/KPMGUS/
http://www.youtube.com/user/KPMGMediaChannel
https://twitter.com/kpmg_us
https://instagram.com/kpmgus

