
 

 

 

 

 
 
 

The future of life insurance relies on engagement.   
The historical, low-touch nature of the life insurance business makes it difficult for insurers to 

build strong customer relationships and create customer loyalty.  Studies show that the more 

meaningful interactions insurers have with customers, the greater the customer loyalty.  That 

means, insurers need to better engage their customers in order to build awareness, knowledge, 

value and trust.  In doing so, insurers deliver real value to customers over the course of the 

entire relationship. The reward?  Improved impression, conversion and retention rates and 

higher net promoter scores that result in a more satisfied and loyal customer base. 

 

 

 

 

 



  

 

Moving the Needle:  
The Evolution of Customer Engagement in Life Insurance  

 

Ask anyone who has ever bought life insurance how often they hear from their insurer and 

the answer will likely be, “I’m not sure.  Does receiving my premium notice count?”  Even 

back in the day when agents met with clients at their kitchen table, the opportunities to 

connect with customers only surfaced occasionally – typically at the initial sale, the birth 

of a baby, buying a house or perhaps a check-in every few years.  The relationship 

between the insurer and the customer has traditionally been purely transactional and the 

blunt truth is that most customers don’t give a second thought to their life insurance 

policy once they buy it.  In fact, only one in five people can name the life insurance 

company who issued their policy.1    

 

 

 

 

 

 

Out of Sight, Out of Mind 

For most people, especially those who buy life insurance for income replacement, their 

experience feels something like: “I buy my policy, I pay my premium and if I die my family 

gets the benefit.  That’s it.”  The nature of the life insurance business itself creates a 

naturally low touch relationship.  Unlike health or property and casualty insurance, there 

are no claims to file or regular records to update over the course of a life insurance policy.   

Only one in five people can name 
the life insurance company who 
issued their policy. 



  

 

In fact, life insurance companies and their customers seldom interact compared to other 

industries.  The chart below from McKinsey and Company shows that over the course of 

20 years, insurers and customers have contact an average of 40 times or merely two times 

a year.  That’s quite low when compared with other industries like banking which averages 

more than 100 customer contacts each year.  

 
 

Estimate Average Number of Customer Contacts over 20 Years (and Average Per Year) 

 

Judged on Customer Service Transactions 

 

Judged on Customer Service Transactions 

That means customers tend to judge life insurers on more simple issues such as questions 

about coverage or a request to update a phone number or address. And while those 

matters may seem trivial, one bad customer service experience can reflect negatively on 

the insurer and loom largely in the customer’s mind. Besides billing and service issues, 

generally the only other times the insurer might contact the customer is through a letter 

Source: Charting a path to customer centricity: How design thinking can transform life insurance, March 2016, McKinsey and Company 

 



  

offering an annual review or to discuss additional coverage needs.  Does this type of 

communication add real value to the relationship?  These limited interactions make it 

difficult for insurers to stand apart from the competition and severely impacts their ability 

to engage customers and build relationships.  

 

How can a life insurer move the needle to increase the 

volume of interactions and improve the value created by 

these interactions? 

 

In a recent study on customer behavior and loyalty in insurance, Bain & Company noted 

that “the more meaningful interactions customers have with their insurers, the more loyal 

they are likely to be.” 2  The study notes that this can be a serious roadblock for insurance 

companies because of the inherent low-touch nature of the business.  How can a life 

insurer move the needle to increase the volume of interactions and improve the value 

created by these interactions? 

 

Changing Landscape 

Historically, the captive life insurance agent represented a single insurer and built the 

relationship between the company and the customer. The agent raised awareness, shared 

knowledge, gained trust and built loyalty. However, multiple forces have altered the 

dynamic of the relationship between the insurer and their customers. First, the 

distribution landscape has changed dramatically. The rise of independent distribution, 

insurance aggregators, call centers and direct to consumer distributors have challenged 

the insurer’s ability to develop a relationship with the customer. The insurer has been 

relegated to building a relationship based on limited customer service transactions. At the 

same time, customer expectations have changed too. 

 



  

The insurer has been relegated to building a relationship 

based on limited customer service transactions. 

 

Millennials were shocked by the paper based, time consuming nature of buying life 

insurance and questioned why it was not like other e-commerce experiences. Finally, a 

growing number of consumers don’t recognize or understand the value of life insurance as 

demonstrated by the growing insurance protection gap. 

 

Digital Customer Experience ¹ Customer Engagement 

As mentioned, one of the most pressing priorities facing life insurers over the last five 

years has been the demand for a digital life insurance buying process. The industry 

responded and most insurers have streamlined the purchasing and underwriting process 

making it easier to buy insurance with online quotes, electronic applications and 

accelerated underwriting. Many have also expanded their online capabilities offering 

portals and mobile apps.  While these changes may offer a level of convenience to 

customers and improve the customer experience, they do not create engagement and the 

benefits associated with it.   

 

A Slippery Slope: Life Insurance Becoming a Commodity 

While solving one problem, the development of the streamlined digital experience and 

online comparison shopping has created a new risk for insurers ─ that life insurance will 

become a commodity. Today, some customers are shopping for policies based on online 

comparison searches and are choosing policies based on a price difference of pennies. 

Insurers need to ask themselves, “How can we move away from the precipice of 

commoditization?”  



  

 

 

Yes, today’s life insurers are facing a few obstacles with a disengaged customer base, a 

growing insurance protection gap and the threat of their valuable products being viewed 

as a mere commodity.  So what’s the solution? Insurers need to better engage their 

customers to build awareness, knowledge, value and trust. This all adds up to satisfied, 

loyal customers. 

 

What is Engagement and Why Do Insurers Need to Get Better at It?   

Engagement creates ongoing interactions between the customer and company – driven 

by the company and selected by the customer.  Effective engagement creates a 

relationship built on positive, meaningful and impactful interactions.  We’ve already 

established that it’s not easy to build loyalty when connecting with customers only a 

handful of times over the years.  That’s why effectively executed engagement can be a 

true force multiplier for an insurer.  It can move the needle by not only increasing the 

number of interactions but significantly improving the quality of those interactions. Is it 

worth it?  You bet.  The more meaningful interactions each year, the greater the customer 

loyalty.  In fact, customers who had at least one interaction with their carrier in the past 

year gave higher Net Promoter Scores than those who did not.2  

 

Gender: Female, age 32

Birthday: September 30, 1987

Health Class: Preferred Plus Non-Smoker

Amount of Insurance: $250,000

A

$8.79
per month

Company Company

B

$8.96
per month

Company

C

$9.00
per month



  

Insurers need to better engage their customers to build 

awareness, knowledge, value and trust. This all adds up to 

satisfied, loyal customers. 

 

Effective Customer Engagement: Part Art, Part Science. 

The ultimate goal of engagement is to create value during the policy owner’s lifetime ─ 

over the course of the entire relationship, not just at the point of purchase.  An effective 

customer engagement strategy is a combination of art and science. 

 

Successful engagement platform combines and balances three components:  

1. Relevant and meaningful interactions 

2. Scalable design 

3. Measurable results 

 

These components relate to the needs and expectations of both the customer and the 

insurer.  Let’s take a closer look at those three components and how they relate to 

engagement. 

 

1. Relevant and Meaningful 

The average customer has simple needs when it comes to life insurance.  They want clear 

communication, helpful information and easy interactions.  Additionally, today’s customer 

wants and often expects additional services from their insurer such as healthy living 

advice, health diagnostics, senior citizen support and financial planning.3 This desire opens 

the door for the insurer to add value to their relationship. A well-designed engagement 

platform enables an insurer to provide information and resources that address the 

customer’s financial, physical and emotional wellness.  Of course, a one size fits all 

approach doesn’t work for engagement. Smart content that can be personalized and 



  

driven by the user positions the insurer as a valuable resource that understands the 

customer’s needs. 

 

2. Scalable Design  

In recent years, the insurance industry has digitized the buying experience, accelerated 

the underwriting process, managed a complex regulatory environment and repriced 

portfolios. Is effective customer engagement the next heavy lift?  Yes and no.  It is the next 

lift, but it doesn’t have to be heavy.  Technology, cloud-based solutions and partnerships 

with insuretechs can accelerate the development of a branded, customer engagement 

platform. API gateways enable the creation of a customer engagement that is platform 

agnostic. 
 

 While the ideal customer engagement platform spans the entire client lifecycle, an 

insurer doesn’t need to start there.  A componentized and modular front-office 

solution enables the insurer to “plug in” a customer at a specific point in the journey 

and expand the engagement over time.  

 

This design also enables an insurer to test and learn as they develop customer 

engagement to optimize results.  No-code modules facilitate this approach without 

straining IT resources.  Regardless of where the customer is in the life insurance life cycle, 

the “value-added” engagement process can be standardized and personalized with smart 

content.  And, an extensive library of content modules with the ability to customize 

enables the engagement to grow more robust over time. 

 

3. Measurable Results 

A customer engagement platform has the potential to be a force multiplier for an insurer. 

It can open the door to cost effectively interacting with customers over their lifetime. 

More importantly, it gives insurers the opportunity to go beyond demographics and learn 

directly from their customers about what keeps them up at night, what they want to learn 

more about and any life events that may change their insurance needs.  With this new 



  

source of information provided directly by the customer, the insurer has the building 

blocks to move the needle and change their relationship directly with their customers.  

  

The Bain study also notes that insurers who engage “are able to connect with customers 

on emotional and life-changing elements” receive scores significantly above the market 

average on higher-tier values such as ‘motivation,’ ‘provides hope’ and  ‘self-

actualization.’3 

 

A customer engagement platform with a data and insights 

dashboard that spans the customer lifecycle enables an 

insurer to make decisions using real time data. 

 
 

By creating meaningful interactions, engagement enables insurers to increase impression, 

conversion and retention rates.  These improved results can translate into greater 

customer satisfaction, loyalty, lifetime value and higher net promoter scores.  This data 

can also be integrated with CRM, Agency Management and other business systems.  

Lastly, the data can also identify calls to action, next-best action recommendations and 

alert the advisor or call center. 

 



  

Meaningful engagement delivers the right mix of these three components to create value 

for the customer and the insurer.  Engaging life insurance customers is not just a nice add-

on.  It is critical to the survival of life insurance companies.  When done properly 

engagement can attract new prospects and create a satisfied, loyal customer base.  Think 

back to the definition of engagement – offered by the company and chosen by the 

customer.  Building a customer engagement platform; however, doesn’t guarantee that a 

customer will choose to interact with you.  

 

Question: If You Build it, Will They Engage? 

Answer: Yes, if you Appeal to their Lizard Brain. 

 

Neuroscientists often describe the brain as having three parts that respectively control 

our intellect, our emotions and our instincts.  The part that controls our instincts is often 

called the Lizard Brain and is the seat of emotion, addiction, mood, and lots of other mental 

and emotional processes.  What modern neuroscience and behavioral psychologists now 

understand is that our lizard brains are pre-programmed to respond to specific stimuli  

and crave:  

• Instant gratification 

• The illusion of control 

• Seeking gains  

• Focusing on the positive 

 

In marketing and advertising terms, that means that simply discussing your product 

benefits will not resonate with people initially.  Instead, it’s important for an engagement 

platform to appeal to what people crave.  

 

 

 



  

The Appeal of Video Games 

Think about kids playing videos games or games on their smart phone.  They are 

completely engaged.  Why?  It is not without reason; there is science behind their 

engagement.  

 

We humans tend to think of ourselves as rationale beings but in truth, we are all fairly 

irrational.  Groundbreaking behavior economics research out of the University of 

Pennsylvania shows just that.  Take their study on loss aversion which shows that people 

are more afraid of losing than they are excited about gaining.   

A good example of loss aversion is two-tier lotteries : 

 

A person wins a $5 prize and is automatically entered into a subsequent drawing to 

win $5,000.  Even though odds of winning the bigger prize are lower, that person is 

now much more likely to stay engaged in the activities that helped them win the 

smaller prize.   

 

Why?  Because winning the $5 prize distorts the individual’s view of his/her odds of 

winning the bigger prize and they don’t want to lose the bigger prize.  The result – they stay 

engaged. These behavioral Insights can be applied to the design of a customer engagement 

rewards program.  

 

Leveraging neuroscience, game theory and behavioral 

economics to create well-designed rewards programs and 

customer-driven experiences will successfully engage 

customers again and again.  

 



  

Customer engagement platforms that leverage neuroscience, game theory and behavioral 

economics to create well-designed rewards programs and customer-driven experiences 

will successfully engage customers again and again.  

 

 
 

Successful Customer Engagement – A Force Multiplier 

The future of insurance relies on engagement. The digital transformation has just begun, 

and customer engagement is the next step. Customers don’t just want it; they expect it. 

Engagement gives insurers the ability to go from a low touch relationship to a meaningful 

one that builds awareness, knowledge, value, and trust with customers.  However, not all 

engagement is created equal. An effective platform combines the right balance of relevant 

and meaningful interaction; scalable design and measurable results. It leverages the right 

mix of art and science to engage the customer and their Lizard Brain.   

 

When done properly, customer engagement ultimately results in stronger customer 

relationships, improved satisfaction, enhanced brand loyalty and greater customer 

retention. Make customer engagement a force multiplier for your business. 
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