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Aligning Pricing with Business 

Objectives 



Finding the Best Pricing Response 

The question set keeps expanding……… 



And getting more complex… 



The Holy Grail 

Insurers are at varying stages 

in their search for the Holy 

Grail 

 

Is anyone close? 

 

How, in the meantime, do we 

achieve good pricing 

outcomes? 



Finessing the Pricing Response 



Step 1 - Scoring the Portfolio 



Models are far from perfect… 

But they are still 

the best starting 

point we have 

for identifying 

who to target 

and what the 

action might be! 



Categorising outcomes helps to 

identify segments 

..and assists in 

focusing on parts 

of the business that 

are clearly 

deviating from 

target or 

acceptable 

performance 



Step 2 – Construct Segments 

Aligned with Business Objectives 



Segment Construction – An Example 



Translate Business Objectives into a 

Compound Flag or Score 



Use Machine Learning Tools to 

Identify and Describe Segments 



Repeat process to place majority 

of policies into segments 



Step 3 – Development Segment 

Specific Pricing Actions 



Establish Target Premium at Policy Level 



Step 4 – Find “Best Fit” Pricing Responses 

given Rating Engine Constraints 



Fitting the Target Prices 



Step 5 – Assess Impact of Changes, 

Refine as Necessary 



Assessing Impact 

• Potentially iterate 

through Steps 3 to 5 

 

• Aspects which do 

not resolve well 

give clear signals 

about 

enhancements to 

rating engine 



Finessing the Pricing Response 



Final Remarks 

• The pricing function needs to contribute 

to, and respond to, an increasingly more 

complex set of business objectives  

 

• Need to recognise that our models of 

customer behaviour are not perfect – 

look beyond the point estimate to find a 

sensible commercial response 



Final Remarks (2) 

• Combining imagination with modern tools 

provides some interesting and powerful ways 

by which the pricing modelling can be 

melded to broader business objectives 

 

• A decision-making process which engages, 

informs and takes into account multiple 
disciplines has a much better chance of 

delivering the real value expected from 

pricing initiatives 

 


