The impact of AI on premium audits in the insurance sector
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The landscape of business practices is being reshaped by the advent of artificial intelligence (AI), particularly as industries look to enhance efficiency through automation. As detailed in an article by "Digital Insurance," AI is revolutionising processes, especially in the realm of premium audits within the insurance sector.
Historically, the evolution of technology in business has experienced significant milestones. The article outlines three notable phases: the first phase, known as 1.0, involved the transition from handwritten documents to computer systems; phase 2.0 encompassed moving processes from computers to the internet. Currently, the industry finds itself at phase 3.0, where AI is poised to take centre stage.
Despite advancements achieved during the 2.0 phase, much of the auditing process remains labour-intensive, particularly regarding manual data entry. The article highlights that a considerable number of tasks involved in premium audits are still reliant on human effort, which presents a fertile ground for the integration of generative AI. This technology has the potential to streamline inefficient processes, thereby allowing auditors to focus on broader analytical tasks rather than becoming bogged down by extensive data sifting.
An industry expert commented on this transformation, stating, "One of the biggest hold ups and problems with audit is that oftentimes you could be mired with just an incredible amount of data to be able to sift through, to distill and to report on." They emphasised the importance of auditors being able to see the "forest" rather than getting lost in the "trees." A crucial component of premium audits is understanding the business operations of policyholders to ensure accurate underwriting and classification of risks. Misclassifications can lead to significant consequences, particularly in the workers' compensation domain, where insurance rates are influenced by the likelihood of workplace injuries associated with specific roles.
The article articulates the compatibility of AI in the auditing workspace, asserting that it is not about replacing human auditors but rather augmenting their capabilities. Enhancing efficiency through AI allows for better quality management of audits, enabling professionals to perform their tasks more swiftly while maintaining high standards. As the expert noted, AI provides an opportunity for humans to handle their responsibilities more effectively, aiming for improvements that do not compromise the quality of outcomes.
As these emerging technologies continue to evolve, businesses in various sectors, including insurance, stand to benefit from the integration of AI-driven solutions, driving a redefinition of traditional roles and processes within the industry.
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