
 

During the second half of 2020, FTI Consulting’s Global Insurance Services team picked the 
brains of some key players in the UK life market to understand how they were managing 
their expenses. This was supplemented with analysis of public and private data. 

At the time, the (first) lockdown was over and there was hope of the worse 
being behind us – little did we know! Along with the hope though, there was 
uncertainty – many insurers experienced difficulty getting budget sign off 
from their boards - the future “normal” took many different, but credible 
forms. What’s more, most Executive Directors (i.e. CFOs and CEOs) struggled 
to justify their expense projections to their NEDs as they did not fully 
understand where their organisations were really spending their money. 

Positioning for success in the new normal 

It had become clear that COVID necessitated a rethink on expense 
optimisation for insurers to position themselves for success post pandemic. 
Our respondents revealed that any recent optimisation that had occurred was 
limited, but the pandemic had given new impetus to existing plans and 
necessitated some quick thinking where this topic was not previously on the 
agenda. Expense ratios vary enormously across the market; company size is 
clearly an important factor. However, even amongst the top 20 firms, ratios 
for savings-type business show a 10 fold difference between those at either 
end of the efficiency scale - the winners here owing a lot to top-line growth, 
whether through acquisition or new business. There is therefore a lot to play 
for.

 

 

 

 

 

« Les crises peuvent être 
révélatrices de fraudes, d’abus de 
biens sociaux, de négligence » 
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Our discussions revealed a few surprises: 

1. Even in large players it was felt that the level of 
cost awareness could be higher 

2. Outsourcing was not viewed as positively as it has 
been in the past as a cost reduction lever 

3. Little expense benchmarking occurs; what does is 
often superficial or too high level.  

4. Despite much noise, there has only been modest 
investment in advanced technology (AI, RPA, 
blockchain) across the market so far. There is 
certainly interest among the larger players, but in 
general, no transformational plans. Having said 
that, technology costs were seen as a useful cost 
lever, along with the inevitable staff numbers.  

Having a clearly defined strategy and objectives is essential. 
During challenging times organisations often focus on 
reducing expenses. However, delivering sustainable 
benefits without damaging the ‘muscle’ of the business 
which drives future growth and differentiation is difficult. 
Many organisations look to cut costs primarily through 
headcount reductions and include all parts of the business. 
This may seem fair, but can come at the cost of strategic 
needs and leave significant opportunities on the table.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

While a number of clients reported little or no drop off in 
productivity from remote working to date, it is clear that 
operating models are undergoing significant change and 
new ways of working will continue to evolve. Having a 
standardised but customisable approach to intelligent 
expense optimisation, which takes a holistic view of both 
current and future strategic needs, will maximise long term 
value for the business.   

For more information on how to manage your cost base to 
achieve expense optimisation, contact 
Simon.Grout@fticonsulting.com or 
Neil.Reynolds@fticonsulting.com. 

  
 
The views expressed in this article are those of the 
author(s) and not necessarily the views of FTI Consulting, 
its management, its subsidiaries, its affiliates, or its other 
professionals. 
 

 

 

 

 

 

 

 

 

 

 

 

Having a clearly defined strategy 
and objectives is essential. 


