How MGAs Are Leveraging Insurtech to
Transform Operations and Drive Business
MGAs (Managing General Agents) used to be specialists, operating as wholesalers
for particular lines, specialty lines, or programs. But now they’re being seen in a new
light, and they’re creating new possibilities. Some insurers are delegating underwriting
authority to them. Some insurers are establishing their own MGAs. Others are using the
model to augment capacity and increase speed to market. And some startups are using
the MGA model as a step toward becoming an insurer.
All MGAs will increasingly rely on four things: (1) Capital in varying amounts, depending
on their objectives and the infrastructures they choose to build and maintain.
(2) Technology. (3) Insurance acumen. (4) The right partners through which to acquire 1
through 3.
A group of industry experts gathered to participate in a roundtable discussion on the
future of the MGA. Those experts were:

Hugh Burgess

Paolo Cuomo

Travis Macmillian

Hugh is a tech-driven change leader
and insurance industry veteran with
a strong foundation of businessbuilding acumen.
He founded Vindati, an MGA that
provides specialty products for
small to mid-sized businesses, an
integrated shopping experience for
traditional and digital brokers, and
customized quotes.

Paolo has spent more than a decade
working on digital transformation
in insurance with stints at several
London Market insurers, including
Beasley and Brit, and at
Boston Consulting Group.
In 2015, Paolo cofounded InsTech
London, one of the most active
and forward-thinking insurtech
associations in the world.

Travis is an insurance expert with
more than 30 years of leadership
and management experience in
underwriting, operations, claims,
reinsurance, analytics, marketing,
and business development, building
and running teams in the insurance
industry and supporting insurance
companies.

Founder and CEO
Vindati
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Co-founder
InsTech London

Chief Business Officer
Xceedance

Given the long history of MGAs, what does insurtech innovation mean
for the future of MGAs?
Hugh Burgess: We think of Vindati as an insurtech company. We allow insurance companies to access our
technology and our underwriting capabilities in more modern ways than they would be able to do on their
own. We act as a breeding ground for new products, for new technology, really anything new and exciting
insurance companies may have difficulty launching because of their legacy systems or because of their
business partnerships. Those things can be more flexibly bred through an MGA and insurtech without
having to shoulder the fixed investments of doing it themselves.
Travis Macmillian: Exactly. An MGA can react much more quickly than a carrier. The MGA possesses the
expertise, technology, and ability to expand quickly for a subset of the market. That’s why carriers are
relying on MGAs to drive growth for them.
Hugh Burgess: Absolutely. It’s not just products. It’s services and the way the products are delivered to
markets. Lemonade is a perfect example. A four-page policy for renter’s insurance is unheard of from a
traditional insurance company. That was made possible by insurtech. MGAs could do something similar to
what Lemonade has done and bring it to life in the marketplace much sooner.

How do artificial intelligence (AI) and machine learning (ML) affect
MGAs these days?
Paolo Cuomo: MGAs exist to allow insurers access to more distribution or to get more expertise around
the risk. That expertise is being driven by data and data analytics. If you’re using and analyzing data at a
significant level, you could use AI to spot patterns in data that traditional analytical methods may not.
Those patterns will help you assess and price risks. Over the next year or so, AI will be used to differentiate
legitimate players in the digital insurance space from those that are just using jargon to try and increase
their valuations.
Travis Macmillian: I’d like to take that a step further. We have two types of data: structured and
unstructured. Machine learning and natural language processing allow us to take structured and
unstructured data and put it into a standard, usable format. When the data is usable, that’s where the
power is because the data then becomes actionable. And that’s what we’re starting to see — standardizing
structured and unstructured data, driving it through an underwriting process, and enabling MGAs and
MGUs to be more successful with various business models.

An MGA can react much more quickly than a carrier.
The MGA possesses the expertise, technology, and
ability to expand quickly for a subset of the market.
Why are so many MGAs emerging these days?
Hugh Burgess: We just started last October. The platform went live in April. Now, in June, we already have
six carrier partners looking to leverage our technology and get products to market faster. There’s a lot
of insurtech around auto and home, but small business commercial is the next phase. MGAs help carriers
focus on those complex commercial risks that require customization, expertise, and experience.
Travis Macmillian: It’s similar to the trend Hugh alluded to. It’s the speed. It’s about technological
advancement. When I got into the business in the early ‘80s, everything was on paper. MGAs would
submit business via snail mail. Carriers would have to wait for the mail, open it, evaluate the risk, rate,
price, and issue the policy — all by hand — put it back in the mail, and wait some more. Today, everything
is instantaneous. Combine insurtech with MGA program expertise, and it’s a recipe for success. And it
requires a lot less capital to cook it up. We’re meeting with five and six new MGAs every week.
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Are MGAs the best choice
or the least-bad choice for
insurtech startups?
Paolo Cuomo: Very good question. MGAs are
growing faster than almost everything else
in insurance because it’s a dynamic, effective
way to start doing business. MGAs can be
set up very quickly and at much lesser cost
than insurance companies. From a regulatory
point of view, it’s far more straightforward
than setting up a full-stack insurer. So, most
startups see the advantage of being an MGA
because they can focus on what they’re good
at, differentiating themselves with technology
and analytics, rather than worrying about the
far more stringent regulatory requirements
that come up with being an insurer. MGAs are
a very efficient way to go if you have a good
proposition; if you’re able to pick risks more
intelligently, price them better, and distribute
more effectively - carriers are going to get
behind you.

Is it fair to say technology is creating positive disruption for MGAs?
Travis Macmillian: The positive disruption is this: Existing MGAs are being challenged by emerging MGAs
that come to the table with technology that differentiates them. If existing MGAs aren’t already talking
about new technology or doing something about it, they’ll be at a competitive disadvantage. That’s
positive disruption for customers, for insurers, and for the MGAs that get on board technologically. And
in the bigger picture, changing demographics and changing consumer demands will require technology
to stay abreast of evolving buying characteristics. More and more consumers want what they want, when
they want it. They don’t want to sit down with someone to go over coverages. Agents will still play that
role, but the role will change and become more dependent on technology.
Hugh Burgess: Perhaps customer experience is the biggest positive impact the insurtech MGA can bring
and, obviously, data is a huge driver of that. But, carriers also win by accessing technology they wouldn’t
be able to build or afford themselves. Their bottom lines can be improved by accessing that technology
through an MGA. Brokers also win because they can access more business more efficiently, which frees
them up for cultivating relationships and serving customers. Therefore, it’s a positive disruption across the
value chain.
Travis Macmillian: I agree. Data plays a big role. With the information that can be brought into submission
processes, MGAs can reduce the number questions that have to be asked because reliable, third-party
data is readily available to be integrated and automated. That improves the customer experience. It drives
different and more consistent outcomes for fronting carriers, reinsurers , or whoever is carrying the risk.

If existing MGAs aren’t already talking about
new technology or doing something about it,
they’ll be at a competitive disadvantage.
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What are we seeing in the way of virtual MGAs?
Travis Macmillian: When I got into the business, you had to have bricks and mortar — people, mailrooms,
document filing and storage. Now people supply the expertise, while technology and automation do
the rest. Geography is effectively nullified. Overhead is reduced. Efficiency and cost-effectiveness are
increased. So, when MGAs negotiate terms with fronting carriers, they get better rates, they pass better
rates on to customers, and they grow faster. It’s a positive cycle that creates huge advantages.
Hugh Burgess: Technology is expensive enough. Housing it makes it even more expensive. Then there’s
distribution. So, beyond infrastructure, being virtual gives MGAs more flexibility with their distribution
channels. Doing business through social media, online, through a mobile app — all those things constitute
brand new ways of doing business. If you’re going to position yourself as a tech-driven MGA, it would be
self-defeating to have an old school office structure with people sitting behind desks from 9:00 to 5:00
and punching clocks. Being virtual breeds new ways to do everything.
Paolo Cuomo: It also leads the phenomenon of insurtech-as-a-service. After being something of a laggard
when it comes to technology, insurance is finally starting to catch up. Insurtech-as-a-service denotes the
idea that you’re not just looking for one technology partner. You’re looking to see who can help you with
AI analytics, who can help you with smart distribution, who can help you identify new customers? MGAs
and primary insurers are starting to pick the best partners out of many of the new insurtechs that are
emerging.

What’s are the biggest barriers for insurtech startups to get into the
MGA space?
Hugh Burgess: Maintaining scale and relevance. Paying back your investors. Maturing to the point of being
a solid business that achieves its projected run rate. There will be some failures, but the successful ones
will become substantial business partners.
Travis Macmillian: I agree with that, but if you look at a lot of the insurtechs that are becoming MGAs or
enabling MGAs, they’re really focused on low-complex risks across personal lines, personal auto, and SME.
When you get into more specialty or highly complex risks that require underwriting specialization, you’ll
find people aboard who already have that underwriting acumen. Those carriers are looking for technology
to enable their bussiness in a different way.

What do insurtech startups need
to consider before becoming
MGAs?
Paolo Cuomo: One thing they must consider is the
war for talent. Previously, if you wanted another
actuary or another insurance salesperson, your only
competition was other insurance firms. Now, when
you’re looking for technologists, programmers, data
scientists, and others, you’re competing against
the whole world. The battle for actuaries might
remain between you and your competitors. But the
battle for data scientists is between insurers, big
tech, pharmaceutical firms, and more. Beyond that,
the path to becoming an MGA is not that difficult.
It’s well understood. It’s well laid out. It varies by
country, by jurisdiction, by the products you want
to sell. However, there are plenty of focused law
firms, plenty of focused consultancies, that will help
you through it. But the biggest challenge is genuine
differentiation, letting insurance companies see
there’s something new and special about what
you’re doing. You must prove you can select, evaluate, and price risks better than the next guy.
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Hugh Burgess: Insurtech startups need to
focus on increased collaboration. Startup
MGAs have better chances of being successful
through collaboration and partnerships. One
MGA might specialize in a certain product or
a certain distribution channel. Another MGA
might specialize in different products and
channels. But the difference is they both bring
technology and flexibility carriers couldn’t
acquire otherwise. With APIs, white-labeling,
or cross-selling electronically, insurtech
startups can become MGAs that can increase
sales and profits and access business other
MGAs without insurtech capabilities might not
contemplate in their business plans.

What are some of the
regulatory hurdles for MGAs
and insurtechs?
Hugh Burgess: If MGAs allow insurers to
outsource underwriting, they must comply
with all the regulatory requirements insurers
do. Things like rate filings, transactional
records, transparency and audit trails — all of that gets a new look when we introduce things like
e-commerce, artificial intelligence, third party data, and such. In the old days, loss-development triangles,
and premium and exposure comparisons to the claims were used to justify rate levels. But, now we’re
using third-party data rather than historical premiums and losses. The MGA may actually bring the savvy to
help regulators understand new data sources that better inform and improve the business. We might think
of regulation as a compass or a measuring stick for insurtech because everything has to be compliant. But
regulators have to keep pace with the world, too.
Paolo Cuomo: In the EU, we have things like GDPR to think about, as well. The focus of a lot of these tech
enabled MGAs and insurtechs might be on being technology-type companies, rather than being insurancetype companies. Thirty years ago, MGAs might have been happy with five, 10, or 15 percent growth rates
over their first few years. But technology now has them thinking, “I’m targeting 50, 100, or 150 percent
growth,” which may not be straight-forward in the face of current regulations. Add to that the fact that
if you’re trying to grow very fast, you’re likely spending on distribution and programmers instead of
compliance officers. There’s a real possibility of things going wrong there. In the UK, local regulators
created sandboxes — that are being replicated in Singapore, India, and other places — in which they’ll
work with insurtechs to make sure they’re obeying required regulations by establishing close relationships
with the regulators.

Startup MGAs have better
chances of being successful through collaboration
and partnerships.
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When partnering with an MGA to write a new line of business, should
the insurer be well versed in the underwriting requirements or rely on
the MGA to have the expertise?
Paolo Cuomo: That’s been the million-dollar question since delegated underwriting came into existence.
You say, “We’ve never offered this coverage, but it’s a growing area. Let’s partner with an MGA and see
how it goes.” Or you can say, “We’re very strong in this line, but we don’t write it in Spain. Let’s partner
with an MGA in Madrid and watch what they do.” If there’s ten, 15, or 20 years of loss history, you can
look at that, even if you don’t understand that class of business. On the other hand, if you want to write
commercial drone coverage and the actuary says, “Where’s your 10-year loss history?” you have a big
decision to make. You can pass on the risk. You can reinsure the risk. Or you can find someone with access
to the pertinent data to underwrite it.

Is insurtech a gamechanger for MGAs?
Paolo Cuomo: New technology always comes along. As long as you can partner with the right people,
you’ll probably be all right. If you don’t, people who do partner effectively will start picking away at what
you do. It’s only a matter of time.
Hugh Burgess: Leveraging MGAs’ underwriting expertise will be less of an attraction in the future. I think
we’ll find the underwriting expertise in the carriers and the technological wherewithal in the MGAs. The
flexibility and agility will be in the partnership. More capacity. More productivity. More growth potential.
Travis Macmillian: I’d take that a step further. Some carriers want to utilize MGAs to change their expense
models. By shifting some of their operations to MGAs and taking advantage of their technology, carriers
can reduce their expenses and let the MGAs generate their business.
Hugh Burgess: In some ways, it almost makes carriers’ legacy systems relevant again. If legacy systems
continue to process more complicated, less standardized business requiring human loss control and very
sophisticated underwriting — and you use MGAs’ technology and distribution channels to process simpler,
more standardized business more quickly and less expensively — you’re ahead of the game.

Tech enabled MGAs are here to stay. They will
increase rapidly in numbers and scale.
To establish an MGA, how would one go about finding suitable
carrier partner?
Travis Macmillian: You certainly must find the paper. For the US and the UK, you should probably knock
on Lloyd’s door. You could go out to the Bermuda market, too. But you also have to find a partner to help
you operationally and technologically, to help you structure the organization and develop your program
guidelines, to validate your business plan and help you maintain profitability and regulatory compliance.
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What should the key takeaways from this discussion be?
Paolo Cuomo: Tech enabled MGAs are here to stay. They will increase rapidly in numbers and scale. But
the principles of insurance remain vital to writing the business that allows you to achieve a combined ratio
of less than 100 percent. If you have a tech enabled MGA that grows hugely, engages lots of customers,
writes lots of business, and posts combined ratios of 105 percent, it’s just a faster, more problematic way
to failure. The technology side is here to stay, but so are insurance fundamentals.
Hugh Burgess: Insurtech is here to stay. The role played by MGAs is very important and opportunistic. The
opportunities to collaborate with other MGAs and carrier partners, to outsource underwriting confidently,
to automate and monitor business practices, and to maintain compliance in the bargain are huge. Don’t be
scared. Change is coming. But that change will provide value and reward all along the value chain.
Travis Macmillian: Disruption is critically important. Whether you’re a startup MGA, whether you’re an
existing MGA or an insurtech, you’ll have to embrace the change, welcome the disruption, and let the
business evolve according to changing demographics and consumer demands. As you do that, choose your
partners carefully. If your partners understand the challenges and have the experience and expertise to
rise to them, your chances of success are very good, indeed.

About Xceedance
Xceedance is a global provider of strategic consulting and managed services, technology, and data sciences to insurance
organizations. Domiciled in Bermuda, with offices in the United States, United Kingdom, Germany, Poland, India, and
Australia, Xceedance helps insurers launch new products, drive operations, implement intelligent technology and
blockchain solutions, deploy advanced analytic capabilities, and achieve business process optimization. The experienced
insurance professionals at Xceedance enable re/insurers, brokers, and program administrators worldwide to enhance
policyholder service, enter new markets, boost workflow productivity, and improve profitability.
For more information, visit www.xceedance.com or write to us at contact@xceedance.com.
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