Outline for a white paper by the AI-DS Working Group on Insurability in the age of AI[footnoteRef:1] [1:  The subgroup working on this topic consists of Jonas Hirsch, Esko Kivisaari, Pernille Jull Overby, Bogdan Tautan and Lutz Wilhelmy] 

The Working Group asked for guidance from the Board on the scope of such a paper. According to this guidance the scope should be limited to the area of the AI-DS WG. This would mean the scope, according to what we wrote to the Board, along the following:
’The AI/DS Working Group could also undertake a more limited work of doing a paper on how increasing amounts of data and better tools to manage it influence the concept of insurability. This would be on how better differentiation of risks leads into more efficient risk sharing. It should also highlight areas where use of data can also lead to increasing exclusion with many people not getting cover’.
Outline, as agreed on 18 Jan:
1. Introduction to the topic
2. Overview (short) on the concept of insurability – the prerequisites of insurability
There is a fairly recent paper by the AAE on the insurability and pandemic risk. We could shorten this text (and also refer to it for those interested in digging deeper) to be used here.
3. AI – what do we mean with it?
A possible source for this could be by the EC High-Level Expert Group on Artificial Intelligence and their paper A Definition of AI: Main Capabilities and Disciplines. It is published in April, 2019, so it might be to some extent outdated for the time being. On the other hand, by using it as a basis we could link our work to the Commission thinking and this could therefore be efficient in making what we write relevant.
One could also say that this area should be linked to the paper mentioned below on the theme ‘What should an actuary know of data science?’. However, waiting for the completion of this second paper would delay writing the current paper. One can also note that the paper we are discussing now is meant for the outside world, i.e., external stakeholders, while the second paper is intended mainly for the members of the AAE. One can therefore not assume that the readers of the current paper are familiar with the paper meant for AAE members.
We could maybe include here something of where AI is mostly used in insurance. This could mean use cases, probably in underwriting and reserving (maybe also claims management, although this might be an area with less actuarial relevance).
4. Challenges of AI to insurability
a. Does better data mean the end of insurance with chance disappearing and/or pooling of risks becoming obsolete?
b. Does better data mean more efficient underwriting with better differentiation of risks?
c. Does AI make it possible to insure risks previously thought to be uninsurable (maybe we could consider whether AI could make cross-border insurance easier, maybe creating large enough pools in risks that are scattered among different countries, making pooling on country level impossible or too expensive due to the small size of the pool. Maybe AI can simplify products and still satisfy different markets. Maybe Open Insurance could create opportunities and help addressing the protection gap – these are issues that would certainly make the Commission interested in our thoughts)?
d. Will AI exclude certain risks from insurance?
5. Insurance and the society
a. Will Ai applied in insurance increase or decrease social inclusion[footnoteRef:2]? [2:  The IFoA has produced a paper on ending the poverty premium, with some unorthodox ideas on insurability] 

b. dividing line between social insurance and private insurance – will AI shift the border between these two[footnoteRef:3] [3:  This refers to discussions with Olivier Jerusalmy from Finance Watch. He has asked for actuaries to produce ideas on insurability: how much can one do with private insurance and when is it better to make cover compulsory, especially when it comes to so-called essential cover (meaning cover the lack of which results into social exclusion), Limited to AI this could be handled here to some extent. To some extent this can be connected to the so-called Beating Cancer Plan by EC, which is in itself a vast project, but also touches the issue of how persons recovering from cancer will start to get insurance cover] 


Noted here so it is not forgotten: There is discussion in the AI/DS Working Group to produce a paper on the theme ‘What should an actuary know of data science?’. This should educate actuaries to be prepared for the fairly near future where their employers will increasingly apply data science and artificial intelligence
