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Introduction 

The insurance industry continues to be heavily regulated, and over time, the 
complexity of related rules and regulations has continued to intensify. 
Regulations, including those applicable to healthcare payers, have become 
so complicated that  effective dates or enforcement dates often get delayed as 
regulators continue to negotiate and refine the various governances they are 
attempting to implement. Add to the mix aggressive regulators on both the 
federal and state levels, and it becomes crucial for insurance companies to 
have designated chief compliance officers (CCOs) to manage risks and the 
ever-challenging regulatory landscape. The results of this year’s survey 
indicate that most insurance companies are aware of the reality and have 
taken action.  

The survey finds that 86% of respondents in the insurance sector indicated 
their organizations have a CCO or head of compliance (HoC)—slightly lower 
than the 2013 survey’s results; the decline is likely due, however, to the 
increased base of respondents: 85 in 2014 versus 44 in 2013. More than 60% 
of respondents indicated that the HoC has a standalone role. That’s a much 
higher result compared with the all-sector population of survey respondents, 
in which 46% had standalone roles.  

Somewhat surprisingly, the stature of the CCO/HoC in the insurance sector 
lags behind that of the overall population. Only 20% of those in the 
insurance sector said their CCO/HoC was a C-suite-level position, compared 
with 26% overall. In line with overall respondents, 79% of insurance 
companies indicated that the position was a vice president or higher-level 
position. Contrary to what we’re seeing in many other highly regulated 
industries, CCOs in the insurance sector are still reporting predominantly to 
the general counsel (49%); only 34% report directly to the CEO or board of 
directors. To continue elevating the influence of the CCO/HoC position as 
environments keep on increasing in complexity, insurance companies may 
wish to reconsider the position’s level and its reporting relationship.  

Roughly half (52%) of respondents in the insurance sector indicated that 
compliance is a separate function. Compared with other regulated 
industries, that figure is rather low, but it’s still higher than the figure 
among the general population. Nearly half of insurance companies reported 
that their compliance function is part of another department—primarily 
legal. Establishing a separate compliance function could become an 
increasing priority for insurance companies that have not already done so.  

Our survey finds that CCOs in the insurance sector are taking several actions 
to demonstrate value and ensure focus on the right risks. In-house 
compliance committees are in place to support compliance efforts at 65% of 
insurance sector respondents. Those compliance committees tend to have 
broad representation from many departments, including compliance, legal, 
internal audit, finance, human resources, operations, and information 
technology (IT). Establishing an in-house committee and getting the right 
resources involved—or increasing their involvement if a committee is 
already in place—should be a continued focus. Diversification of talent in the 
compliance function is a current trend in the insurance sector. Beyond the 
traditional legal, compliance, and ethics backgrounds, other skill sets that 
are in demand include regulatory compliance, industry and business 
experience, and audit knowledge. Those talents help transform many 
compliance programs from back-office functions to active voices in strategic 
and business operations. There is still room for progress, however: toward 
true integration with and acceptance by business units. We believe that with 
the progressive and steady integration of compliance into operations, CCOs 
will continue to add increasing value to their companies’ performance 
agendas. 
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Insurance sector CCOs would be well 
served to revisit their methods for 
identifying and prioritizing the risks 
to their organizations. Both annual 
and periodic compliance-related risk 
assessments, supplemented by 
regulatory exam results, are the most 
frequently cited methods of risk 
identification and prioritization. 
Other frequently reported 
approaches include incorporating 
learnings from recent compliance 
failures and issues in the industry as 
well as keeping updated on 
knowledge of government 
enforcement trends. Surprisingly, 
only 14% report board and 
management input as a source for 
risk identification and prioritization. 
Ongoing interaction with both the 
board and senior executives can 
serve not only to validate the 
compliance risk profile but also to 
continue improving the breadth of 
information that feeds the 
compliance process. Ensuring that 
compliance has a seat at the table in   

As noted in PwC’s overall 2014 State 
of Compliance report, compliance 
functions tend to remain focused on 
the more traditional and familiar 
compliance risks. The insurance 
sector is no different: its focus 
remains on industry-specific 
regulations, privacy/confidentiality, 
and fraud. It is encouraging that 
more and more insurance companies 
are reporting strategic risk as one of 
the top three risks: more than 21% in 
2014 versus 15.9% in 2013. Security, 
regulatory quality, social media, and 
consumer protection are other less-
traditional compliance risks that 
appear to be receiving increased 
focus in the insurance sector. When 
asked about future risks, respondents 
said industry-specific regulations and 
privacy/confidentiality remain at the 
top of the list; and regulatory quality, 
security, and strategic risk continue 
to emerge as areas of future concern 
and focus. 

1 The majority of compliance functions at insurance 
companies remain focused on traditional 
compliance risks. Compliance functions have an 
opportunity to better integrate with the business.  
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operational and strategic planning 
meetings is vital.  

This may require educating the 
business on the fact that most 
operational functions and strategic 
initiatives involve regulation or 
regulatory risk, and so, including 
compliance early and often is in the 
organization’s best interest.  

Revisiting risk identification and 
prioritization methods and enhancing 
the interaction and dialogue with the 
board and the leadership team can 
serve to further integrate compliance 
into the business. Enhanced 
integration can enable the compliance 
department to demonstrate additional 
value to the organization and can 
enhance the stature of the CCO and 
the compliance function. The result 
will likely be increased recognition of 
compliance as a core competency that 
should be well executed to achieve 
superior business performance within 
a demanding regulatory environment. 



compliance position candidates. But in 
a business environment increasingly 
driven by technology, insurance CCOs 
have an opportunity to better 
demonstrate the business value of 
compliance by increasing the data 
analysis and technology skills in their 
departments.  

Building robust compliance-
monitoring processes requires the 
abilities to understand IT systems 
(including enrollment- and claims-
processing platforms) and to analyze 
disparate data from across the 
company with a view to implement 
real-time monitoring, identify trends, 
make predictions, and perform root 
cause analysis on past issues. Such a 
process can generate improved—and 
more-timely—business insights and 
help the compliance function continue 
to increase its relevance and value to 
the organization.  

Survey results indicate that a strong 
majority (88%) of companies in the 
insurance sector have seen increases 
or, at the least, stable budgets and 
growing or stable staff sizes. In 
addition, the data suggests that in the 
insurance sector, it is common to have 
both dedicated full-time equivalents 
(FTEs) in the compliance department 
as well as some FTEs in compliance 
roles outside the compliance 
department.  

As opportunities arise to increase staff 
size or fill open positions, companies 
should consider adding to the 
department certain new skills beyond 
the ones traditionally associated with 
regulatory compliance, legal, 
compliance, and ethics backgrounds.  
It is worth noting that insurance 
companies report industry knowledge, 
business knowledge, and audit 
experience as sought-after skills. 
Relative to other highly regulated 
industries—and even relative to the 
full survey population—very few 
companies in the insurance sector are 
seeking data analysis skills and 
technology acumen for their 

2 Enhancement of skills and capabilities is one 
key to improving the value of compliance.  
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88% 
have seen increases or, at the least, 
stable budgets and growing or stable 
staff sizes 



3 Communication about compliance and ethics topics is 
evolving with the increase in social media use. 

The compliance function should stay 
abreast of guidance governing the use 
of social media in the workplace, and 
the insurance sector is certainly no 
exception to the rule. Compliance with 
the myriad rules and regulations that 
govern the insurance business has 
become increasingly complex, and 
there is no shortage of new regulations 
or new amendments to existing ones. 
It is crucial that a company take 
advantage of social media in ways that 
are useful and productive while it 
remains in compliance. 

Admittedly, communicating with and 
educating workforces on complex and 
ever-evolving regulatory requirements 
is a challenge. Although newsletters 
and announcements are still viable 
communication mechanisms, the rapid 
pace of technology change is driving 
changes in the ways society as a whole 
communicates. The increasing use of 
both internal and external social media 
as channels for communicating on 
compliance and ethics topics is a trend 
we hope to see continue as CCOs 
embrace current modes of 
communication to raise awareness.  

The use of social media shows no signs 
of slowing down. Companies should 
look for ways to harness and recognize 
the power of social media and 
technology as tools in their efforts to 
continually raise awareness of the 
complex regulatory environment. 
Their efforts are likely to have a 
positive effect on workforce 
understanding of both the role of the 
compliance function and the individual 
roles and responsibilities that assist 
the organization in remaining 
compliant. 

It is interesting that 41% of insurance 
companies surveyed are 
communicating about compliance and 
ethics topics through external social 
media channels and 38% are utilizing 
internal social media channels to do 
the same. Across the board, the 
insurance sector seems to be 
increasing its use of social media for 
communication of compliance topics—
for prehiring due diligence and for 
identification of potential 
misconduct—compared with the 
results of last year’s survey. In 2013, 
the insurance sector lagged behind the 
general population, with only 10% of 
companies using external channels 
and 30% using internal channels for 
communication on compliance topics, 
compared with 42% and 41%, 
respectively, in the full population. The 
increased use of social media—through 
both external and internal channels—is 
a trend in the right direction. 
Compliance functions can benefit from 
that evolution by continuing to build 
awareness among a workforce that is 
increasingly using—indeed, relying 
on—social media as vehicles to both 
send and receive content.  
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Related data 

14% 

2014 

86% 

Base: (85, 44) 

2013 

96% 

Q3a Does your organization have a Chief Compliance Officer/Head of Compliance? 

The majority of respondents state that they have a CCO or equivalent in place (86%) 
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Q3b Which department provides leadership for the 
compliance program? 

Base: (85, 2) 

4 Related data 

Over 50% of respondents in the Insurance 
industry state that the compliance department 
provides leadership for the compliance program 

Q3d Is the position of the person with the most 
responsibility for compliance a stand-alone role, or does 
s/he ‘Wear multiple hats’? 

Base: (85) 

Just over 60% of respondents state that the person 
with the most responsibility for compliance has a 
stand-alone role 
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Q4 To whom does the person with most responsibility for compliance formally report in your organization? 

Base: (85, 42) 

4 Related data 

Almost 50% of Insurance respondents suggest that the head of compliance formally reports to the 
General Counsel/Legal in their organization 
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Q6a Does your company have an in-house Compliance Committee to support compliance efforts? 

Base: (85, 44) 

 Over 60% respondents told us they have a Compliance Committee within their organization 

4 Related data 

Compliance Committees are relatively well established within the Insurance sector... 
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5% 
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2014 2013



Q6b Which of the following departments or functions serve on the Compliance Committee? 

Base: Respondents who stated ‘yes’ at Q6a (55) 

2014 2013 

Base: Respondents who stated ‘yes’ at Q8a (23) 

4 Related data 

The majority of Insurance respondents report that the compliance and legal functions are represented 
on the Compliance Committee 
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Q7a&b How many full time equivalents are working in the corporate compliance function or are based outside of the 
corporate compliance function? 

Base: (85) Base: (44) 

4 Related data 

Just over 40% of Insurance respondents suggest that there are five or fewer FTEs working in their 
compliance function 
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Q7c How has corporate compliance function staffing changed over the past 12 months? 

Base: (85, 44) 

2014 

Decreased 

6% 40% 48% 

Stayed the same Increased 

2013 16% 36% 34% 

4 Related data 

Almost 50% of Insurance respondents state that compliance staffing levels have increased over the past 
12 months (compared to 34% in 2013) 
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Q9a What is the total approximate annual budget for compliance and related activities at the corporate compliance 
function level? 

Base: (85, 44) 

4 Related data 

Just over 40% of Insurance respondents estimate their total annual budget for compliance and related 
activities to be $1m or more 
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Q9b In the last 12 months the budget for compliance and related activities at the corporate compliance function level 
has.. 

Base: (85, 44) 

2014 

Decreased 

9% 40% 36% 

Stayed the same Increased 

2013 9% 32% 36% 

4 Related data 

36% of Insurance respondents state that their compliance budget has increased over the last 12 months 
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Q10a Please select your top 3 areas in terms of current perceived level of risk to your business? 

2014 2013 

4 Related data 

Base: (85, 44) 

Privacy & confidentiality and industry-specific regulations are the top-of-mind risks for Insurance 
respondents 
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Q10b Please select your top 3 areas in terms of future perceived level of risk to your business? 

Base: (85, 44) 

4 Related data 

When looking to the future, Insurance respondents cited industry specific regulations and privacy and 
confidentiality as continuing risks to their business 

15 

2014 2013 

0% 

0% 

2% 

2% 

2% 

2% 

2% 

5% 

7% 

7% 

7% 

7% 

7% 

9% 

11% 

18% 

18% 

21% 

27% 

61% 

75% 

Safety/Environmental

Supply chain/procurement

Corporate social…

Counterfeiting

Fair competition/Anti-trust

Insider trading

Intellectual property

Employment labor…

Bribery/Corruption

Business continuity

Government contracting

Money laundering

Security

Social media

Conflicts of interest

Fraud

Strategic risk

Consumer protection

Regulatory quality

Data privacy and…

Industry-specific regulations

1% 
2% 
2% 
4% 
5% 
5% 
5% 
6% 
7% 
7% 
7% 
8% 
9% 
9% 

14% 
14% 
14% 

18% 
20% 
21% 
22% 

40% 
44% 

Safety/Environmental
Corporate social…
Ethical sourcing

Employment labor…
Fair competition/Anti-trust

Import-export…
Records management

Insider trading
Bribery/Corruption

Intellectual property
Social media

Supplier compliance
Business continuity
Conflicts of interest

Consumer protection
Government contracting

Money laundering
Fraud

Regulatory quality
Strategic risk

Security
Privacy and…

Industry-specific…



State of Compliance 2014 Insurance industry brief 

Q19 In which of the following ways does your company use social media in your compliance and ethics program? 

Base: (29, 10) 

4 Related data 

Reviewing public social media as part of pre hiring due diligence is the most frequently cited use of 
social media 
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