Insurers navigate data and talent hurdles to unlock AI potential in underwriting and claims
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Data lies at the heart of every insurance artificial intelligence deployment, but ambiguity over who owns which datasets, how they can be used, and whether they are sufficiently accurate and accessible is hobbling many programmes before they begin. According to the original report, insurers draw data from policyholders, providers, vendors and public bodies , each with different legal and contractual constraints , leaving organisations unsure who may lawfully reuse information for model training, analytics or automation. [1][4]
Beyond ownership, poor data quality and fragmentation are pervasive. Industry analysis shows many insurers hold customer, policy and claims records in isolated silos and legacy systems that lack standardisation; incomplete, inconsistent or poorly labelled records produce unreliable AI outputs and increase the chance of erroneous underwriting, pricing or claims decisions. Building master data pipelines and clear data stewardship is therefore a precondition for trustworthy AI. [1][2][3]
Legacy technology is a practical blocker to integration. Older billing, policy administration and claims platforms were not designed to interoperate with modern machine‑learning tools; the cost and complexity of refactoring or replacing such systems is cited repeatedly by insurers as a primary constraint on delivery. Connecting legacy stacks through APIs or middleware, and adopting modular, scalable components, is the pragmatic path many organisations are taking. [1][2][4]
Strong governance is essential to bridge legal, ethical and operational gaps. The company said in its announcement that policies governing collection, access, retention and sharing must reflect sector laws , notably HIPAA for health data , and be coupled with technical controls. Researchers and regulators alike caution that weak governance raises the risk of privacy breaches, regulatory non‑compliance and reputational damage as generative and other advanced models are rolled out. [1][6][7]
Healthcare‑adjacent insurers and medical practice administrators face heightened sensitivities because patient information attracts special protections. The lead report highlights approaches such as federated learning and privacy‑preserving analytics that allow models to benefit from distributed datasets without centralising identifiable patient records , an option that can reduce legal exposure while enabling fraud detection and clinical risk modelling. [1]
Workforce shortages compound technical obstacles. The sector struggles to recruit data scientists, ML engineers and AI product specialists who understand both advanced techniques and insurance operations; surveys also show a generational expectation gap, with younger employees keen to use AI but feeling unsupported by employers. Insurers report budget and resource limits and are increasingly prioritising data literacy as a strategic gap to close. [1][5][4]
To offset talent constraints, many firms are turning to managed AI services and no‑code platforms. Outsourced providers deliver pre‑built models, operational support and infrastructure, enabling medium and smaller insurers , and medical practices with limited IT headcount , to adopt automation without building large in‑house teams. The trade‑off is the need for careful vendor selection and contract governance to preserve data controls and regulatory accountability. [1][4]
When properly governed and integrated, automation delivers measurable operational gains. Optical character recognition, NLP and rules‑augmented ML streamline claims intake, surface suspicious patterns for fraud detection, and improve customer interactions through conversational agents , reducing processing times and manual error rates. Yet industry data warns that algorithmic bias, model “hallucinations” and adversarial risks mean automated decisions require explainability, audit trails and human oversight. [1][2][3][7]
Successful AI adoption is as much cultural and leadership work as it is technical. Insurers that align AI projects with corporate strategy, fund training, and embed ethics and compliance into programme governance accelerate deployment and protect customers. Modernisation efforts must therefore pair IT roadmaps with change management that equips operational teams , from medical administrators to claims handlers , to use AI effectively. [1][4][7]
Looking ahead, advances in natural language processing, predictive analytics and AI‑enhanced cybersecurity will increase the value of properly governed, high‑quality data and deepen automation across underwriting, care coordination and fraud prevention. For medical practice owners and IT managers, the practical checklist is consistent: shore up data governance, plan phased modernisation, invest in skills and partnerships, and insist on transparency and controls in every vendor relationship. Those steps will determine whether AI becomes a productivity and care‑quality lever rather than a compliance and reputational risk. [1][7]
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