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document is provided, on the express condition that
such information and data will not be used, disclosed,

or reproduced in any form, in whole or in part, for any
purpose (other than solely for evaluation purposes by
authorized representatives with a need to know), without
the express written approval of Majesco. The right to use,
disclose, and reproduce such information and data shall
be governed by the service agreement between the client
and Majesco.

Warnings and Disclaimer

The information provided is on an “as-is" basis. Every
effort has been made to make this book as complete

and as accurate as possible, but no warranty or fitness

is implied. The authors and the publisher shall have
neither liability nor responsibility to any person or entity
with respect to any loss or damages arising from the
information contained in this book. Screenshots and data
used within are for illustration purposes and may vary
from the actual application.
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

Executive Summary

A customer expectation gap reflects the difference
between what customers expect, want, and need, as
compared to what insurers are delivering. This gap needs
to be as small as possible for insurers to create long-
term customer growth, value, and loyalty. It demands a
customer-centric strategy that understands the unique
generational segment differences in behaviors, lifestyles,
and more, that drive insurers’ decisions about products,
services, and customer experiences.

“Traditional” SMB customers - Gen X and Boomers -
represent a vast portion of insurers' revenue and profit
today. They likely remained loyal to their insurer for years,
even if they were not always 100% satisfied. However,
these “traditional” customers are changing. They are
increasingly digitally adept and are looking for more value
from insurers.

At the same time, we are seeing the growing dominance
of SMB customers from the Gen Z and Millennial segment
who appear to be more in tune with the changing needs
and expectations of today's employees - especially the
younger generation - and the value of offering newer

and innovative benefit options to attract and keep
employees. They want new products that will align to their
activities and behaviors. And they want it their way ...
personalized to them. With the fluid state of employment
that is increasingly common for the younger generation,
portability and flexibility of benefits has become
imperative in the competition for talent.

The Gen Z and Millennial generation has the potential

to reverse the growing protection gap for insurance,
which went from a high in the mid-1970s, when 72% of
adults and 90% of households with two-parent owned life
insurance,! to a new 50-year low in 2010 when only 44%
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of US households had individual life insurance, based

on LIMRA's 2010 life insurance study.? A February 2017
LIMRA study noted that employment-based benefits
(group and voluntary) life insurance covered more people
than individual life insurance as of 2016. Encouragingly, a
recent analysis found 50% of North American employers
currently not offering voluntary benefits are considering
adding them, and 40% who do offer them are looking

to add additional benefits,® which would help close the
protection gap.

This changing market dynamic highlights growth
opportunities for insurers who can offer benefits that
meet a more diverse employee base. Insurers have an
opportunity to provide the right products, value-added
services and experiences to help SMBs navigate these
challenges and position their businesses for growth.

Savvy, innovative companies are redefining insurance
from an outside-in perspective to adapt to what
customers - of any generation - want and expect, instead
of following the generations-long practice of an inside-out
perspective that requires customers to adapt to the way
insurance works. As a result, these innovative companies
are transforming insurance from a mysterious, confusing,
and difficult ordeal most would rather avoid, to a more
transparent, simple and engaging experience.

To understand the customer expectation gap, we used
the results of our SMB, Consumer, and Strategic Priorities
research to assess the differences between customers
and insurers with a three-pronged gap model view that
includes personalized pricing with data/product, value-
added services, and distribution channels. This report
focuses on SMB customers for Group and Voluntary
Benefits.
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

State of Group & Voluntary Benefits

The modern workforce is rapidly changing, with major
implications for insurance. The state of play in the market,
from both employer benefits and customer needs, is
becoming highly dynamic. Upward and downward
pressures of the market dynamics are posing new
questions for employers and carriers alike. Voluntary
benefits are becoming a major component to meet a new
employee demand that is influencing employers' ability to
attract and retain the best talent.

Group and voluntary benefits are vital tools for attracting
and retaining the talent that SMBs need, particularly given
low unemployment rates, fluidity of younger generations,
and the growth in the Gig market. By helping

Figure 1| SMBs’ top of mind issues

Inflation

Business finances and profitability
Talent (retention, availability)

Crime

Cyber Risk/Data Security

Offering employees benefits and 401k

Climate change

Focus on Environmental, Social and Governance (ESG) factors
Expanding talent to gig/contractor resources
Employees wanting to choose how they work (remote, hybrid, on-site)

Increased risk to property or self due to severe weather

Aging workforce/retirements
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to protect their financial security, employees can be more
focused, motivated, and productive.

In business owners' top-of-mind issues, talent and

benefit offerings are #3 and #6, respectively, as seen

in Figure 1. In the battle for talent, a benefits plan that
offers choices based on different demographics, including
generational groups and lifestyle, can make the difference
between attracting star performers or simply missing out,
impacting the business positively or negatively. This is
why employers are increasingly looking to offer a wider
range of products that are relevant and stand out from the
crowd, regardless of size of the business.

36%

30%

31%

45%

41%

® Gen X + Boomers (46-64) ® Gen Z + Millennials (21-45)
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

For insurers taking advantage of this opportunity, it is
not without its challenges. The typical American now
holds an average of 12.3 jobs between the ages of 18

and 52, with approximately half of these occurring

before the age of 25.# Furthermore, the Gig economy
now accounts for about 35% of the US workforce in
some form (whether a full-time occupation or part-time),
and demand for more fractional coverage linked to Gig
workers' itinerant careers presents a challenge.® As such,
switching employers is happening more, making the need
for insurance a potential gap or opportunity, depending
on the product and portability. The demand for these
capabilities is high for both generational groups of SMB
owners, as reflected in Figure 2.

Figure 2 | SMBs' interest in offering new employee benefit
plan options

100 —

90 —

0 ! ! |

Offer a setamount of Within a benefit plan, Insurance products

funds available offer individual as part of a benefit
annually for dental, products that plan that turn on and
vision or hearing employees can off for gig/contract
benefits that allow retain, or group workers
employees to use products that are

with any provider  repriced as individual
and any need rather products if they leave
than traditional your employment
insurance products?

® Gen Z + Millennials (18-45) ~ ® Gen X + Boomers (46-64)
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The voluntary benefits market is
robust with activity as responsibility
has shifted from employer to
employee for many nonmedical,
health-related insurance products,
with strong interest reflected in
growing sales. However, today's
products are far more traditional —
focused on life, accident, disability,
medical, dental and A&H, lacking
innovation and answers for new
needs and expectations, particularly
for Millennials and Gen Z. Insurers
who can offer options beyond
traditional product boundaries
have an opportunity to capture new
customers more cost-effectively
and grow the relationship as they
evolve along their life journey.
Developing, partnering, and offering
products that meet the employee'’s
unique immediate needs, while
enticing them to stay as a customer
if they leave their employer, is a
growing strategy among leading
insurers. This is reflected in Figure
3 where the younger generation of
SMB owners has a strong, growing
interest in other products.
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Figure 3 | Voluntary benefits offered by SMBs

Health/ 9
Wellness
Health Insurance
Vision Insurance
Life Insurance
Dental Insurance
Accident Insurance
Critical lliness
Disability Income
Long Term Care

Hospital Indemnity

P&C Insurance 0

Auto Insurance
Homeowner/Renter
Insurance

Identity Theft
Insurance

Pet Insurance

3%)

9%

3%

Financial/Legal @

Legal Services

Student Loan
Assistance

Other

Gen Z + Millennials (21-45)

1%

5%

3%

® Gen X + Boomers (46-64)
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

It follows that any new or innovative offerings that
enhance employees' protection and support employers’
fight for talent would offer growth opportunities for
insurers. The challenge for traditional group and benefit
insurers is understanding what new offerings and plans
can position them as the provider of choice to drive more
engagement, enrollment, and buying of specific products.
This is where next gen intelligent core and enrollment
systems can help personalize and drive this growth
opportunity.

Insurance can be difficult, complex, and time-consuming,
with products and services that do not appear to deliver
value or meet personalized needs. Today's customers
expect more. They want a risk product, value-added
services, and an experience that provides them with what

they need to manage their lives and humanize the entire
customer lifecycle. Traditional products can handicap
insurers. From an increased interest in life, critical iliness,
and disability insurance to telematics, Gig benefits, and
more, customers want innovative products that assess
their personal risk, lifestyle, and behaviors.

This demand for innovative products is seen in Figure
4, with both generational SMB groups having a high
demand for them. However, insurers are not responding
to this need. In particular, given the fight for talent and
the movement of employees between jobs, offering
individual products that are more easily portable, and
products that can turn on and off for Gig workers is not
only expected, but also needed, given the shift in the
employee market. With more businesses turning to
Gig workers and needing products more aligned to the
reality of employee expectations, insurers have a huge
opportunity to differentiate and drive growth as the
workplace continues to rapidly change.

Figure 4 | Interest gaps between SMB and Insurers in new benefit plan options

No focus

on this Considering

Offer a set amount of funds available
annually for dental, vision or hearing benefits
that allow employees to use with any
provider and any need rather than traditional
insurance products

Within a benefit plan, offer individual
products that employees can retain, or group
products that are repriced as individual
products if they leave your employment

Insurance products as part of a benefit plan

Planning/ Already
Piloting Implementing implemented

2.0 5 ® 35 4.1

23 ﬁ ® 34 4.0

that turn on and off for gig/contract workers 20 @ 30 4.0

i & 2 3 4 5

Definitely Probably
would not

May or may Probably Definitely
would not not would would

Insurers SMBs - Gen Z + Millennials ® SMBs - Gen X + Boomers
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

Wellness is about adopting new practices and solutions to
lead a more healthy and financially secure life. Practicing
financial wellness ranges across budgeting, protecting
assets like homes and cars, saving, investing, and the use
of insurance to meet short and long-term financial goals.

Rising customer interest in wellness can be attributed

to many factors. Certainly, the COVID pandemic played

a role. The expanded use of wearable devices that track
heart rate, sleep cycles, and fitness activity has motivated
many individuals to live healthier lives. And a booming
wellness economy demonstrates that people are willing to
invest in their wellness. For SMBs, managing the financial
and operational aspects that keep the business running
and healthy - the SMB's financial wellness - has been
challenging due to the macro-economic factors post
COVID.

According to a CNBC+ survey, only 57% of adults in

the United States are financially literate, meaning that
43% are not using the right tools or lack the knowledge
to budget or invest. Additionally, as stated in a recent
LendingClub press release, 63% of Americans are living
paycheck-to-paycheck and have not been able to reach a
level of financial wellness.” And for businesses, the rising
inflation and supply chain challenges, let alone the fight
for talent, are straining their short and long-term financial
results. This is why it has risen as a top-of-mind issue.

Given that insurance is a major component of financial
wellness, it would reflect a tremendous opportunity for
insurers to offer capabilities to address it. However, as
seen in Figure 5, there is a major gap between customer
expectations and what insurers are offering. This reflects
a continuing business model and culture of product-
versus customer-driven strategies within insurers that will
not succeed in a customer-driven marketplace.

Figure 5| SMB-Insurer gaps in financial wellness value-added services

No focus
on this Considering
Money management / budgeting
Financial planning / coaching
Cyber or identity theft insurance
Credit monitoring service 2.0
Debt management / coaching 20
School loan debt repayment 1.9
1 2
Definitely Probably
would not would not
Insurers

) .
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

The importance of capturing, enriching, and using data
for identifying opportunities and then delivering a relevant
and engaging experience for employees is crucial for
Group and Voluntary benefits providers in today's digital
era. Whether the data is structured, unstructured, real-
time loT, or machine-generated, it must be leveraged

by advanced analytics to enable the creation of tailored
propositions and more compelling customer experiences
... aligning employee needs to the appropriate products
and services, thereby creating deeper trust, loyalty and
engagement.

There is an opportunity during enroliment, but the
industry needs to rethink the process. Today it happens
just once a year, while so much else happens throughout
the year. The birth of a child, entering college, starting

a business, marriage, purchase of a new home, trading
in cars, getting a new pet, or retirement are all points

in time where the employee’s risk needs change, but

are often missed by insurers. Does this need to be the
case - especially with the demand for individual and Gig
products rising? Could we capture more employee-

related data internally and externally to guide them in
selecting insurance benefits? Yes ... if we rethink how we
do business.

Structured, unstructured, transactional, real-time, and
third-party data across the group and voluntary benefits
spectrum can be used to drive innovative data-led
propositions, improved underwriting and claims, and,
ultimately, enhanced customer experiences. And SMB
customers and their employees, particularly Millennials
and Gen Z, are more than willing to provide a broader
range of data for personalization, as represented in Figure
6. However, insurers are not actively using this data,
creating a large customer expectation gap.

As more employees look for access to individual products
that are easily portable, having them priced based on
their personal risk rather than as part of the group will

be increasingly demanded. In addition, use of the data
and other demographic factors can be used to suggest
specific products within the benefit plan that are more
aligned to their needs and expectations, driving greater
product adoption.

Figure 6 | SMB-Insurer gaps in new data sources and technologies for group/voluntary benefits pricing and underwriting

No focus
on this

Prescription drugs purchase data
Fitness tracker data

Genetics data

Over-the-Counter drugs purchase data
Grocery purchase data

DNA profiles 1.5

General purchase data (e.g. services, restaurants, retail,
ete.)

Content of their social media posts

1

Definitaly
would not

Insurers-Group/VB
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

Leading Insurers Navigating the Gaps

1 Aflac launched dental, vision, and hearing plans
for individuals pursuing contract, Gig, or solo
entrepreneurial work outside traditional workplaces or
entering retirement.®

2 A leading benefits provider launched a new critical
illness product that provides DNA testing to support
personalized cancer treatments.

Beam insurance launched a new dental product that
includes a smart toothbrush to monitor brushing for
improved health.’

Value-Added Services for Group & Voluntary Benefits

A key strategy for insurers to address customer
expectations is to increase the value of the products they
offer. To do so, insurers should bundle, or offer for a price,
value-added services that extend the value of the risk
product/policy, such as earning points for wellness that
can be used to buy things, annual financial planning

assessment, roadside assistance, and more.

Value-added services can create new revenue
opportunities while also strengthening the customer
relationship, loyalty, trust and value.

ek R
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

SMB Customer - Insurer Gaps

Across the board, there is a significant customer
expectation gap between what customers want -
regardless of generational group - and what insurers are
delivering, as represented in Figure 7. These value-added
services provide tangible value and enhance employees’
overall wellness with alerts and more.

In addition, these options could gather more personalized
data to enhance their pricing as well as their overall
experience. Many are “low hanging fruit” that would not
take a lot of effort, but create tremendous value and start
insurers down the road to a more holistic, valued offering
and experience for customers.

Figure 7| SMB-Insurer gaps in value-added services for group/voluntary benefits

No focus
on this

Discounts an gym/fitness center memberships

Fitness trackers that could lead to discounts on life or
health insurance

Fitness trackers that give alerts on potential health issues

An app that lets employees set health goals (e.g. weight
loss, stop smoking, etc.), then tracks their progress and
provides coaching/advice

“Smart” toothbrush that tracks brushing behavior, which
could lead to discounts on your dental insurance...

1

Definitely
would not
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Bridging the Customer Expectation Gap: Group & Voluntary Benefits

Leading Insurers Navigating the Gaps

1 EquiTrust Life Insurance Company partnered with
Assured Allies to offer its Bridge fixed indexed annuity
with a long-term care rider policyholders access to
Assured Allies’ NeverStop data and analytics-based
wellness program.’®

2 Yulife in the UK wraps their group protection
proposition with their employee well-being app,
providing access to well-being tracking and
counseling services, and rewards partners to build a
more engaging proposition for the employee while
also providing services to the employer to increase
employees' productivity and loyalty.?

Vitality offers a range of value-added services that
are focused on wellness through partnerships with
different insurers globally, like John Hancock.

Distribution Channels for Group
& Voluntary Benefits

In the traditional distribution model, insurers fight for
share of mind, so customers think of them when they
need insurance. Many large insurers spend hundreds

of millions of dollars on advertising and others spend
significant dollars in the traditional agent/broker channel,
to keep them “top of mind” when insurance is needed.
With the increasing competitive challenges to attract

and retain customers, insurers must develop and utilize a
broader distribution ecosystem that engages customers
when and how they want ... putting the customer first.

Today's interconnected world requires insurance to play
across a broad distribution spectrum of channel options,
expanding reach to customers when, where, and with
whom they want to buy insurance. These options form a
distribution ecosystem that expands reach, but requires
a partnership approach, particularly for embedded
channels.

WWW.majesco.com




Bridging the Customer Expectation Gap: Group & Voluntary Benefits

SMB Customer - Insurer Gaps

Today's buyers do not necessarily associate with websites and agents/brokers - continue to be among the
traditional channels and will look to buy insurance most popular options in both generational segments, they
through other channels or entities, as reflected in Figure are eclipsed by the other channels, particularly for the

8. SMBs have other trusted and loyal relationships that Millennial and Gen Z SMB owners.

make buying insurance through them relevant. ) )
This customer expectation gap reflects how group and

While traditional distribution channels for buying life, voluntary benefit insurers are limiting their market reach
health, and voluntary benefits - insurance company to this very large and under-supported market segment.

Figure 8 | SMB-Insurer gaps in distribution channels for group/voluntary benefits

Mo focus Planning/ Already
on this Considering Fllolung Implementing implemented
An insurance company website | 5 @ 37 ®-42
Medical/Healthcare network(s) @25 | ® 390 42
An insurance agent or broker i 370 W0 41
Financial planning/retirement service o 2B ® 36 ® 40
Dentist, Eye and Hearing doctor network(s) @22 i ® 36 ® 40
A human resources consultant @® 25 ; @ 33 @® 39
Bank or credit union ® 1.7 :. 3.1 @ 39
A group or organization you belong to o 28 3.2 @ 38
Google 1.7 ® 26 ® 37
A digital HR platform 2.2 @ 29 @® 3.7
Tax service D14 ® 2.7 ® 37
Amazon ® 13 ® 26 | ® 37
Legal service @16 ® 238 ® 37
A retailer’s website @ 1.7 ® 26 ® 36
A fitness app ® 1.8 ® 26 @ 35
Apple ® 14 ® 24 i ® 34
Pet insurance from a pet store or veterinarian ®-20 @25 : @33
Facebook 1.6-® @19 @32
1 2 3 4 5
Definitaly Probably May or may Probably Definitely
would not would not not would would
» Insurers-Group/VB © SMBs - Gen Z + Millennials @ SMBs - Gen X + Boomners

Leading Insurers Navigating the Gaps

. Highlighting the GAFA company options, some analysts
are predicting Apple will enter the health insurance
market in 2024, leveraging rich fitness and health
data gathered from millions of Apple Watch users,*?
which will directly align to their desire for personalized
insurance using data from fitness trackers.

ADP works with some insurers to offer benefit plan
options to SMBs, leveraging their broader, trusted
relationships to manage HR and payroll needs.*

® majesco 14 WWW.majesco.com
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Group and voluntary benefits can help companies attract
and retain top talent, increase employee productivity and
satisfaction, and reduce employees' stress and health
issues that often lead to increased time off work. But this
is only true if the right benefits are offered and rolled out
effectively.

There is a need for innovation around employee benefits
and coverages for a younger generation that has different
lifestyle needs and for an older generation that wants to
port insurance after retirement or may work as an on-
demand/Gig worker. Innovative new plans and insurance
options and portability are increasingly important to
attract and retain employees and to keep them as
customers as they change jobs.

Insurers must strike the right balance in terms of the
product, value-added services, and experience to support
the breadth of generations within the workforce. With
the emergence of a more diversified workplace across all
generations, employees, and subsequently, employers,
expectations have risen for a broader portfolio of group
and voluntary benefits products that will meet their
personal needs, life stage, and lifestyle. While many
employers continue to offer the traditional products

of health, dental, vision, STD, LTD, and life, there is an
increasing demand for new, innovative products as well
as financial wellness offerings.

To retain and grow their business, insurers must rethink
their scope to a broader lifestyle experience across health,
wealth, and wellness that includes:

e Insurance Product: A broader array of products
outside the traditional health and life insurance
spectrum to include new, innovative products as
well as other products including auto, homeowners,
pet, and cyber to name a few.

® Majesco
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o Lifestyle, Health, Wealth, and Wellness
Experience: A broader focus to cover all aspects
of people’s lives, from health, wealth, and wellness
to banking, insurance, legal services, student loan
assistance, and more.

e Value-Added Services: Provide value-added
services such as wellness discounts, preferred
access to gym memberships, and access to
financial planning services.

e Distribution Channels: Collaboration is key

to open new channels, to engage with customers,
break down barriers to entry, drive better customer
experiences and outcomes ... and to compete. By
partnering with multiple organizations, insurers can
open new ways to connect with the customer and
establish non-traditional distribution channels like
embedded insurance.

Insurers must work closely with employers to understand
and identify what's important to employees, and then
rethink the proposition. There's a vast area of untapped
opportunities in diversified plays beyond the traditional
coverages offered. While the anchor propositions for
employer plans are healthcare and retirement services
and traditional group covers for protection and disability,
expanding beyond this usual set is crucial to close the
customer expectation gap and drive growth.

Instead of continuing the decades-long fight for share of
the same large employer market, we now have an unmet
market opportunity with the small and medium employers.
The growth opportunities are pretty astounding. We need
to take a step back to rethink how that market needs to
be served, and how we can provide benefits to a vastly
changed employee marketplace.

www.majesco.com
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