Insurers' AI ambitions exceed data readiness, risking operational disruption
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In insurance, the signs of poor data readiness are rarely dramatic. More often, they appear in the routine: a report that changes depending on who runs it, a pricing adjustment that triggers another round of checks, or a simple request from leadership that turns into a manual reconciliation exercise. The result is less a technology failure than a drag on everyday decision-making.
That pressure is becoming more visible as insurers race to apply artificial intelligence. AM Best found that many carriers and MGAs see data readiness, security concerns and legacy integration as the main barriers to adoption, even though nearly 60% expect AI to reshape their business models within the next one to three years. Insurance Thought Leadership has reported a similar gap between ambition and execution, with many firms expecting AI to define the sector’s future but only a small share having fully embedded it into financial operations.
The problem is broader than AI itself. If teams cannot trust the figures behind underwriting rules, claims triage, fraud alerts or customer communications, they cannot automate with confidence, and they struggle to explain outcomes when auditors or regulators ask for the logic. Captive.com has noted that AI depends on clean, structured data, while older systems and security worries continue to slow implementation.
Insurers often describe the readiness gap in three parts: decision-making, ownership and proof. The first is speed, or the ability to answer a core business question without hours of manual work. The second is clarity, meaning someone is accountable when definitions conflict. The third is evidence, or the ability to show how a number was produced and which controls shaped it. A SAS survey found that poor data quality is the biggest obstacle to robust decision-making for 41% of insurers, while lack of collaboration and unclear ownership were each cited by 36%.
The most effective insurers, according to the reporting and commentary, are treating data more like a managed product than a by-product of operations. That means assigning ownership in core areas such as claims, policy, billing, customer and fraud, and defining what "good" looks like in business terms rather than only technical ones. It also means building routines around review, escalation and impact analysis so that upstream changes do not quietly break downstream reports.
For many firms, the practical starting point is not a wholesale transformation programme but a single high-value workflow. Claims intake, underwriting appetite, fraud detection and customer service are all common candidates. Once one process has clear definitions, visible quality signals and traceable data lineage, the same pattern can be expanded elsewhere. That matters because most insurers cannot stop day-to-day operations while they modernise, and several reports suggest that underdeveloped data frameworks and legacy systems remain widespread across the sector.
The larger lesson is that data readiness is not a back-office abstraction; it is what makes the business faster, safer and easier to govern. When answers are trusted, teams spend less time reconciling numbers and more time improving outcomes. In that sense, the real test of AI readiness in insurance is whether the organisation can already rely on its data when the pressure is on. According to the companies and industry surveys cited here, that is still where many insurers are falling short.
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