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A Practical Guide to Cloud Transformation for
Insurance Technology Leaders

Cloud Migration Reality
for Insurance CIlOs &
CTOs: 7 Reasons Why
You Can't Wait

By Hili Avi, Director of Product Strategy & Marketing,
Sapiens



After many years of working with insurance Chief Information Officers (ClOs) and Chief Technology Officers
(CTOs), I've had the same conversation hundreds of times. It usually starts with: “We know we need to
move to the cloud, but..”

The “but” varies. Sometimes it's about regulatory concerns. Other times it's about the complexity of legacy
systems, or uncertainty about where to start. But here's what I've learned from watching both successful
transformations and expensive failures: the ClOs who are still asking “if” they should move to cloud have
fallen behind. The only real question now is how quickly they can and should execute the transition.

Let me be direct about something some vendors won't tell you (because they are scared you will leave
them, or happy to keep getting on-premise revenue): every month you delay cloud migration, the
competitive gap widens. While you're evaluating options, cloud-first insurers are achieving 40-50% faster

time-to-market, reducing infrastructure costs by 30%, and building Al capabilities that your legacy
infrastructure simply cannot support.

Keep reading to learn the seven drivers of successful cloud implementations and much more...

The Cost of Standing Still

Here's the uncomfortable truth I've seen: insurance companies that delay cloud adoption don't just miss
opportunities - they face accelerating penalties. Legacy infrastructure becomes more expensive to

keep as vendor support diminishes. Talented IT professionals increasingly refuse to work with obsolete
systems. Customer expectations continue evolving toward real-time service that traditional infrastructure
cannot deliver economically.

Most painfully, the Al revolution that's reshaping insurance requires cloud-scale computing power.
Without cloud infrastructure, you can’t take part in the transformation that will decide which
insurers survive the next decade.

I've seen the pattern too many times: organisations that delay cloud migration eventually face emergency
transformations at 3-5 times the cost, while competitors with cloud-enabled capabilities capture their
market share.

Why This Conversation Feels So Complicated

The confusion is understandable. Walk into any insurance company and you'll find decades of technology
investments that work reliably. Policy administration systems that handle millions of transactions. Claims
platforms that process billions in payments. Customer data that represents years of relationship building.
When cloud vendors talk about “transformation,” most CIOs and CTOs | know have the same reaction:
What happens to everything we've built?

The answer is simpler than most vendors make it sound. Cloud migration doesn't replace your core
it provides a bette hmg ation for runnlng them Think of it as moving from renting

“

! .{" »w' ,\@ ork doesn’'t change, but
vl ’ :

p J ,:‘ ‘

0 # 1]



https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/what-every-insurance-leader-should-know-about-cloud
https://www.mckinsey.com/capabilities/mckinsey-digital/our-insights/what-every-insurance-leader-should-know-about-cloud
https://www.ey.com/en_se/insights/insurance/cloud-migration-for-insurers-increases-performance

The 7 Drivers That Can't

Be Ignored

Through hundreds of implementations, I've found seven factors that
consistently drive successful cloud transformations. These aren't
theoretical benefits - they're measurable advantages that decide
competitive positioning in today’s insurance market.

1. Al Capabilities: The Foundation You Can't Build Elsewhere

Let me start with the most critical point: artificial intelligence is no longer a future consideration for
insurance - it's a current competitive requirement. And Al capabilities require cloud-scale computing
power that traditional infrastructure cannot provide economically.

I've worked with carriers who insisted on deploying Al on legacy systems. The limitations quickly become
clear. Model training takes weeks, instead of hours. Real-time processing capabilities are constrained

by hardware limits. Integration with external data sources requires complex custom development. Most
importantly, you can't access the continuous Al improvements that cloud platforms provide automatically.

Cloud-enabled insurers are already achieving significant efficiency improvements in underwriting, faster
claims processing, and delivering personalised customer experiences that drive higher retention rates.
These aren't future possibilities - they're current realities for cloud-first organisations.

The strategic implication is clear - without cloud infrastructure, your organisation cannot take part in the
Al revolution that's reshaping insurance. Competitors with cloud-enabled Al capabilities will capture your
customers through superior pricing accuracy, faster claims settlement, and personalised products that
legacy systems cannot match.

2. Cost Optimisation: Immediate Returns That Compound Over Time

The financial case for cloud migration delivers both immediate relief and long-term competitive
advantage. Organisations consistently achieve 15-25% infrastructure cost reductions within the first
year, while cutting the capital expenditure cycles that consume IT budgets without delivering innovation
capacity.

But here's what most cost analyses miss: cloud computing transforms the fundamental economics of
insurance technology. Instead of over-provisioning infrastructure for peak capacity that sits idle 80% of
the time, cloud platforms provide elastic scaling that aligns costs with actual usage.

I've watched insurers eliminate $2-5 million in secondary data centre costs, while reducing
operational expenses by 30-50%. Zurich Insurance exemplifies this transformation, reducing workload
provisioning from weeks to 48 hours, through cloud migration.


https://www.ey.com/en_se/insights/insurance/cloud-migration-for-insurers-increases-performance
https://www.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/insurance-industry-outlook.html

The strategic advantage comes from redirecting capital from infrastructure maintenance, toward
innovation and growth initiatives. While competitors drain budgets keeping legacy data centres, cloud-
enabled insurers invest in Al capabilities, product development, and market expansion.

The Penalty of Delay: every year of postponed cloud migration increases the cost differential. Legacy
infrastructure becomes more expensive to support, while simultaneously requiring investment in cloud
capabilities when competitive pressure finally forces action.

3. Regulatory Compliance: From Burden to Strategic Advantage

Regulatory compliance is evolving from a defensive requirement to a competitive differentiator. The
Digital Operational Resilience Act (DORA) that went into effect in January 2025 created mandatory
requirements for operational resilience that favour cloud adoption.

Cloud providers maintain 143+ security standards and compliance certifications that would cost millions

for individual organisations to implement and support. For Solvency Il compliance, cloud-based solutions
reduce quarterly reporting time from weeks to days, while improving accuracy by 85% through automated
validation processes.

The strategic advantage extends beyond compliance efficiency. Cloud platforms enable real-time
regulatory reporting, automated audit trails, and transparent risk management that builds regulator
confidence. This can influence favourable treatment in areas like capital requirements and market
expansion approvals.

The risk of delay is substantial. GDPR fines totalled €21 billion across the EU in 2023. In the United States,
financial regulators issued over S4.3 billion in penalties in 2024, with state insurance departments alone
collecting $120.6 million in fines and penalties.

More importantly, regulatory approval delays for new products can cost insurers millions in lost
opportunity, while competitors with robust compliance capabilities capture market share.

4. Scalability: Growth Without Infrastructure Constraints

Traditional infrastructure creates artificial constraints on business growth. Cloud computing eliminates
these barriers, enabling insurers to expand geographically, launch new products, and scale operations,
without traditional infrastructure investment and planning cycles.

Cloud platforms empower insurers to enter new markets within weeks, rather than months, while
providing automatic scaling during catastrophic events when claims volume can increase 10-20 times
normal levels. This operational flexibility translates directly to revenue opportunity.

With $320 billion in global natural catastrophe losses in 2024 and 142 insured-loss-inducing catastrophes
in 2023, insurers need infrastructure that automatically scales during disasters, while optimising costs
during normal periods.

The penalty for delayed cloud adoption is opportunity cost. While cloud-enabled competitors expand
rapidly into new markets, traditional insurers face months-long planning cycles for infrastructure changes
that may be obsolete by implementation.
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5. Operational Resilience: Five-Nines Uptime as Table Stakes

Modern insurance operations require 24/7 availability with near-perfect uptime. Customer expectations
and regulatory requirements demand operational resilience that traditional infrastructure cannot deliver
economically.

Cloud-enabled insurers achieve 99.95-99.99% uptime, compared to 95-98% for traditional systems.
The business impact of downtime extends far beyond immediate customer service issues. System
unavailability during catastrophic events - precisely when customers most need insurance services -
creates lasting damage to brand reputation.

Cloud platforms improve recovery time from 4-24 hours, to 15 minutes-4 hours - a transformation that
can determine business survival during major catastrophic events.

Traditional disaster recovery approaches cannot match cloud capabilities for cost, reliability, or recovery
speed.

6. Speed to Market: Innovation Leadership Through Development Agility

The ability to develop and deploy new products rapidly increasingly determines market leadership. Cloud-
native development enables 50% time-to-market improvements, reducing product launch cycles from
months to weeks.

This acceleration influences which insurers can respond to market opportunities and competitive threats.
First-to-market positioning for new coverage types often helps establish long-term market share. Rapid
response to competitive threats prevents customer defection.

Low/no-code cloud platforms reduce development time by 70%, enabling business users to take part
in product creation, while reducing dependency on scarce technical resources. This democratisation of
development capability multiplies innovation capacity.

The cost of delayed adoption is market positioning. While cloud-enabled competitors launch new
products quarterly, traditional insurers struggle to maintain product relevance in rapidly evolving markets.

7. Partnership and Ecosystem Integration: Platform Revenue Models

The insurance industry is evolving toward platform business models that extend beyond traditional risk
transfer. Cloud computing enables the API-first architecture that eases ecosystem partnerships and
embedded insurance opportunities.

74% of organisations are now API-first in 2024, enabling rapid integration with fintech partners,
digital marketplaces, and embedded insurance opportunities that traditional systems cannot support
economically. These partnerships often provide customer acquisition costs significantly lower than
traditional marketing approaches.

The platform economy creates winner-take-all dynamics where insurers with superior integration
capabilities capture disproportionate market share. As customer interactions move to digital platforms,
insurers without cloud-enabled integration capabilities lose access to growth markets.


https://www.postman.com/state-of-api/2024/

Regional Realities: Why Every Market Demands

Action

United States: Insurtech
@ and Big Tech Disruption

U.S. insurers face unprecedented
competition from venture-backed insurtech
startups launching with cloud-native
architectures and technology giants
entering insurance distribution. Traditional
carriers without cloud capabilities cannot
match the operational efficiency and
customer experience these disruptors
deliver at scale. State-by-state regulatory
complexity demands automated
compliance management that only cloud
platforms can provide economically.

Asia-Pacific: Digital
Disruption at Scale

Asian markets are experiencing rapid digital
transformation, with mobile-first customer
expectations and government support

for technological advancement. Insurers
without cloud capabilities cannot compete
effectively in markets where customers
expect instant policy issuance and real-
time service delivery.

Europe: Regulatory
Pressure Accelerating

DORA compliance requirements create
mandatory operational resilience standards
that favour cloud adoption. European
insurers face the choice between proactive
cloud migration, or scrambled compliance
efforts under regulatory pressure. The
European insurance technology market is
growing at 36.5% annually, driven by digital
transformation requirements.

Africa: Leapfrog
Opportunity Window

African insurance markets present
opportunities for financial inclusion through
cloud-enabled mobile distribution. The
window for capturing these emerging
markets is limited, as first-mover
advantages in underserved populations
often determine long-term market position.

The Implementation Reality: Build vs. Partner

Here's where most cloud transformations either succeed or fail: the choice between building cloud
capabilities internally, or partnering with proven platforms.

I've seen both approaches. Building in-house typically requires 18-36 months for basic capabilities,
specialised talent that's expensive and rare, and ongoing maintenance of complex infrastructure. The
biggest hidden cost is risk - high probability of delays, cost overruns, and technical debt.

Platform partnerships provide faster time-to-market with pre-built components, reduced risk through
proven implementations, expert support combining insurance knowledge with cloud expertise, and
continuous innovation through ongoing platform updates.

The decision often comes down to this: do you want to become a cloud infrastructure company, or do
you want to be an insurance company that uses cloud effectively? This choice is equally critical, whether
you're a CIO focused on strategic transformation, or a CTO managing technical implementation.


https://www2.deloitte.com/us/en/insights/industry/financial-services/financial-services-industry-outlooks/insurance-industry-outlook.html

Why Platform Partnerships Win

Successful insurance organisations increasingly choose proven platforms over custom development for

several reasons.
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-

Technical advantages include
decades of development
invested in insurance system
integration, battle-tested
scalability across hundreds

of implementations, and
continuous innovation, without

internal development overhead.

-

Implementation advantages
provide pre-built components
that accelerate deployment
from years to months, proven
success across diverse
organisations that minimises
risk, and established change
management programs.

-

Economic advantages reduce
development, maintenance,
and upgrade costs, while
providing cost certainty
through subscription models
versus unpredictable custom
development.

Your Strategic Choice: Lead or Follow

The insurance industry is experiencing a permanent transformation, where cloud computing determines
competitive viability. Organisations that begin migration today can execute planned transformations at
optimal costs, while building competitive advantages.

Those who delay face emergency migrations at premium prices under competitive pressure. I've watched
this pattern repeat across markets: early adopters capture sustainable advantages, while late movers
spend years and premium dollars trying to catch up.

The Sapiens Advantage: Proven Platform for
Insurance Transformation

This is where | need to be direct about something: not all cloud platforms understand insurance. Most
technology vendors treat insurance like any other industry, missing the unique requirements that

determine success or failure.

Sapiens has spent over 40 years understanding insurance operations. Our cloud platform isn't adapted
from generic business software - it's purpose-built for insurance, with deep understanding of policy
administration, claims processing, underwriting workflows, and regulatory requirements.



https://www.sapiens.com/

Why Insurance ClIOs and CTOs Choose Sapiens Cloud
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Insurance-native architecture: our platform understands insurance data models, business
processes, and regulatory requirements from the ground up. You're not adapting generic cloud
services to insurance needs - you're leveraging purpose-built capabilities.

Proven at scale: we power hundreds of insurance organisations across 30+ countries, from
startup insurtechs, to global carriers. Our cloud platform handles millions of policies and billions
in premiums, with the reliability insurance demands.

Comprehensive integration: pre-built connectors to major insurance systems cut months
of custom integration work. Our platform works with your existing investments, rather than
requiring replacement.

Continuous innovation: ongoing platform updates deliver new capabilities automatically. You
benefit from Al advances, regulatory updates, and feature enhancements, without internal
development overhead.

Expert partnership: our implementation teams combine decades of insurance domain
expertise with cloud platform knowledge. You're not just buying software — you're partnering
with insurance experts who understand your transformation challenges.

The Sapiens Cloud Transformation Approach

Phase 1: Assessment and Quick Wins (Months 1-3)

We begin with a fair evaluation of your current state and identification of high-value opportunities.
Our proven assessment methodology identifies integration requirements, data quality
considerations, and organisational readiness factors specific to insurance operations.

Phase 2: Core Migration and Enhancement (Months 3-12)

Leveraging our insurance-specific migration tools and methodologies, we move critical business
applications, while enhancing capabilities through cloud-native features. Our pre-built insurance
components accelerate deployment, while reducing risk.

Phase 3: Innovation and Optimisation (Months 12+)

With core systems stable on our cloud platform, we enable advanced capabilities, like Al-powered
underwriting, real-time analytics, and ecosystem integrations that drive competitive advantage.




Partnership, Not Just Technology

What distinguishes Sapiens is our approach to cloud transformation. We don't just provide technology -
we partner with you throughout the entire journey.

Our Insurance Cloud Center of Excellence provides ongoing optimisation, best practice sharing,
and strategic guidance as your needs evolve. Our global support network ensures you have expert
assistance across all time zones and regions.

Most importantly, our commitment to innovation means your cloud investment continues delivering
value as insurance and technology evolve. We handle platform advancement, so you can focus on
growing your business.

Ready to Begin Your Transformation? »)

The window for competitive advantage through cloud adoption is narrowing rapidly. Insurance
organisations that move decisively today will capture sustainable advantages, while those that delay will
spend years trying to catch up.

If you're ready to explore how Sapiens Cloud can accelerate your transformation, while preserving
operational reliability, the next step is connecting with our team of insurance cloud experts.

We offer comprehensive assessment services that provide clear roadmaps for your cloud transformation,
detailed analysis of costs and benefits specific to your situation, and proven implementation
methodologies that minimise risk, while maximising results.

Contact Sapiens today to schedule your cloud readiness assessment and discover how proven
insurance cloud platforms can deliver transformation, without disruption.

The question isn't whether to move to cloud - it's whether your organisation will lead or follow this
inevitable transformation. The time for action is now!

Contact Us

About Sapiens

Sapiens International Corporation (NASDAQ and TASE: SPNS) is a global leader in intelligent SaaS-based software solutions.
With Sapiens’ robust platform, customer-driven partnerships, and rich ecosystem, insurers are empowered to future-proof their
organizations with operational excellence in a rapidly changing marketplace. Our Saas-based solutions help insurers harness
the power of Al and advanced automation to support core solutions for property and casualty, workers' compensation, and life
insurance, including reinsurance, financial & compliance, data & analytics, digital, and decision management. Sapiens boasts a
longtime global presence, serving over 600 customers in more than 30 countries with its innovative offerings. Recognized by
industry experts and selected for the Microsoft Top 100 Partner program, Sapiens is committed to partnering with our customers
for their entire transformation journey and is continuously innovating to ensure their success.

For more information, visit sapiens.com. or follow us on LinkedIn.
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