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HOW DOES ARTIFICIAL 
INTELLIGENCE MAKE 
SUBROGATION VIABLE-
AND VALUABLE?
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Introduction

Subrogation offers insurers the important chance 
to reduce claim costs by assigning full or partial 
responsibility to another party. It is most commonly 
used in automotive insurance, but can also be 
applied to property claims, renter’s insurance, and 
policies covering possessions such as phones or 
appliances. But opportunities for subrogation can 
be missed, which likely costs insurers billions of 
dollars each year.

Why do insurers sometimes miss subrogation 
opportunities? One answer is that centralized 
subrogation teams are often under-resourced. 
They don’t have enough time or personnel to 
identify subrogation opportunities relative to the 
time pressures of the claims lifecycle – which 
has accelerated substantially due to increasing 
digitalization.

Another answer is that subrogation opportunities 
aren’t usually cut-and-dried. There may be a case for 
recovery, but it’s often unclear how much subrogation 
will recover and how long it will take. It’s possible for 
subrogation teams to pour considerable effort into 
recovery – only for their efforts to cost more than the 
recovery itself.

Artificial intelligence can help carriers make better 
decisions about whether to pursue subrogation 
early in the claims process. This helps subrogation 
professionals focus on claims that have a favorable 
cost/benefit value. When properly enabled and built 
into an insurer’s workflows, subrogation detection can 
now operate in parallel with an accelerated claims 
process to net value to the organization without 
delaying claims settlements.
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What is the state of play for subrogation?

Subrogation used to rely on a manual approach. 
Front line claims adjusters were given responsibility 
for examining claims and identifying subrogation 
opportunities. If the adjusters weren’t adequately 
trained, or if they were focused on other tasks, then 
subrogation opportunities often went by the wayside.

There has been progress. Many carriers now use 
business rules to identify subrogation opportunities,  
but business rules have their own disadvantages.

•  Subrogation circumstances vary widely,  
limiting the potential for standardized rules

•  Rules don’t update based on changing  
state regulations

•  Insurers don’t regularly review subrogation  
rule sets

•  IT support takes a long time to update  
business rules

As a result, many business rules either fail to identify 
relevant subrogation opportunities, or they flag invalid 
or unprofitable claims.

1 PropertyCasualty360, “The subrogation cash cow,” September 2021.

In addition, many organizations have yet to fully 
digitalize the subrogation process, and are still relying 
partially or wholly on manual review.

In short, insurers have an opportunity to make up lost 
ground in their efforts to derive greater value from 
subrogation. For example, subrogation is frequent 
and highly monetized in the automotive lines. Most 
automotive insurance carriers generally fall between 
22-28%  for overall subrogation recoveries across all 
claims. But a recent Six Sigma survey shows that the 
recovery range should have been in the 37-40% range 
on those same claims. This represents a potential 
missed opportunity in which 9-18% of claim value is 
not being recovered.1 

Even in a vertical where subrogation is highly 
prioritized, the status quo routinely misses a significant 
percentage of recoveries. What needs to change?

https://www.propertycasualty360.com/2021/09/23/the-subrogation-cash-cow-2/
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Implementing more effective and value-generating 
subrogation processes is easier said than done. To 
improve subrogation, insurers need to overcome three 
primary challenges.

Staff and training
Understanding subrogation takes a lot of experience. 
There are a variety of claim types and exposures, 
which are also affected by regulations which change 
from region to region. It can take years to fully master 
subrogation, and those who have mastered it may 
have left the industry, as the “Great Resignation” has 
affected insurance as much as any other business.2

Budget prioritization
Insurers may not see subrogation as a priority. They 
may not be aware of the potential revenue  they’re 
leaving on the table. Alternatively, they may find 
that investing in a faster claims process has left 
subrogation behind. If their current subrogation 
processes function imperfectly, then they may not  
see the value of further investment in training and  
IT infrastructure. This negatively impacts recoveries.

External factors
Several uncontrollable factors can affect the potential 
value of subrogation.

•  It is difficult to recover from foreign entities, but many 
cars, appliances and other products are made abroad. 
If product failure results in an accident, the recovery 
timeline might be substantially increased. Changes in 
tariffs have led to companies moving their production 
to reduce costs. It may be harder to understand 
where a product is being made – and the products 
themselves may become less reliable, resulting in 
increased failures and claims frequency. 

•  Home ownership is declining, especially among young 
people who are much less likely to own a home.3 This 
has led to a decrease in home insurance policies and 
an increase in renter’s insurance policies. With renter’s 
insurance, the potential for recovery may decrease due 
to liability limits, contractual considerations and cost 
benefit review with low indemnity exposure.

•  Lastly, inflation is playing its part. According to  
Dale Porfillio, Chief Insurance Officer at the 
Insurance Information Institute, the entire P&C 
industry will continue to face loss pressures “due  
to inflation and supply chain disruption.”4

Because of these and other factors, most non-
automotive insurers examine just a small fraction  
of claims for subrogation. Even where the automotive 
market is concerned, auto adjusters often apply liability 
at 100% or 0%, resulting in missed dollars in the line of 
business where subrogation is typically easier to pursue. 

In any insurance line of business, every potential 
recovery requires a cost-benefit analysis to ensure 
that it is worth pursuing. Insurers may no longer 
employ professionals with the experience necessary 
to perform this analysis, and it may be difficult to 
persuade them to train more. Therefore, AI solutions 
can give insurers the ability to tackle complex 
subrogation scenarios without intensive training or 
infrastructure investment.

Challenges to more effective subrogation

2  Insurance Information Institute, “HOW INSURERS CAN MANAGE THE “GREAT RESIGNATION,” October 2021.
3  European Central Bank, “Younger generations and the lost dream of home ownership,” January 2022.
4    Insurance Information Institute, “Expect Loss Pressures to Continue in the P&C Industry Due to Inflation, Supply Chain and Riskier Driving Behavior,  

New Triple-I/Milliman Report Shows,” May 2022.

...AI solutions can give insurers the 
ability to tackle complex subrogation 
scenarios without intensive training or 
infrastructure investment. ”

https://www.iii.org/insuranceindustryblog/how-insurers-can-manage-the-great-resignation/
https://www.ecb.europa.eu/pub/economic-research/resbull/2022/html/ecb.rb220126~4542d3cea0.en.html#:~:text=Decreasing%20homeownership%20rates&text=Among%20households%20headed%20up%20by,millennials%E2%80%9D%20born%20in%20the%201980s.
https://www.iii.org/press-release/expect-loss-pressures-to-continue-in-the-pc-industry-due-to-inflation-supply-chain-and-riskier-driving-behavior-new-triple-i-milliman-report-shows-051222
https://www.iii.org/press-release/expect-loss-pressures-to-continue-in-the-pc-industry-due-to-inflation-supply-chain-and-riskier-driving-behavior-new-triple-i-milliman-report-shows-051222
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Why should insurers use AI solutions instead of 
frontline claims handlers or business rules to spot 
subrogation opportunities? What makes this task 
easier for AI than for other existing solutions?

Detail
AI solutions don’t get tired or distracted by other 
responsibilities. They can also analyze every detail 
from every claim. This means that they can accurately 
and consistently deliver subrogation opportunities with 
specific jurisdictional guidance by line of business. 
AI solutions, when provided with relevant associated 
data, will never deliver a subrogation alert that state 
regulations will later invalidate.

Timing
Claims are accelerating, which means that subrogation 
needs to keep up. AI solutions can provide accurate 
analyses much faster than manual review processes.

AI solutions also help with timing in a different respect. 
These solutions help create efficiencies by identifying 
high-value recovery opportunities and providing 
investigative details. This means subrogation cases can 
be brought faster,  with a higher chance of success.

Prediction
AI solutions don’t just complete subrogation 
analysis more quickly. They also deliver better 
results – increasing recoveries by up to 20% per 
year.5 AI solutions project the recovery amount more 
accurately than other methods. Their projections go 
beyond the claims level as well, helping distribution 
partners by providing them with information that can 
affect pricing, overall revenue, and loss ratios.

Here are a few examples of how detail, timing,  
and prediction capabilities work together to  
elevate AI solutions over traditional methods of 
subrogation processing.

First, imagine an accident where a carrier pays out a 
collision claim as well as personal injury protection 
(PIP). It’s possible that the PIP exposure is covered by 
the driver’s policy, and a claims adjuster might flag that 
claim for subrogation during review.

What the claims adjuster may not know, or may not 
notice, is that certain state laws don't allow PIP claims 
to be recoverable. Therefore, the subrogation team 
needs to take time to drill into a claim that ultimately 
provides no revenue.

With an AI solution, this kind of error doesn’t happen. 
The solution is smart enough that it can interpret the 
ways in which individual claims are affected by state 
law. It doesn’t flag the opportunity, and the subrogation 
team avoids investigating a false positive.

Second, imagine that a policyholder has a claimed loss 
that results in a $50,000 payment. The adverse party 
drives a 15-year-old car, which may only have the 
minimum $5,000 in compulsory property damage.

There is subrogation potential here, but manual review 
would require team members to answer some difficult 
questions quickly. They’d have to ask themselves 
whether there’s recovery potential beyond the $5,000 
minimum. They’d need to estimate the cost of recovery 
and whether it would exceed the recovery amount. 
Lastly, they’d need to estimate how long it would take 
to execute the recovery.

These are high-stakes questions, and AI solutions 
will help subrogation professionals answer them in a 
confident and authoritative manner. AI techniques such 
as natural language processing (NLP) and machine 
learning can help accurately reconstruct loss situations 
using a combination of internal and external data. 
This gives the subrogation team valuable information, 
insights, and recommendations that they need to make 
better and faster decisions.

Giving insurers better subrogation tools

5    PropertyCasualty360, “New AI imperatives in claims for 2022,” 
February 2022.

Claims are accelerating, which means 
that subrogation needs to keep up. ”

https://www.propertycasualty360.com/2022/02/21/new-ai-imperatives-in-claims-for-2022/
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Shift solutions make subrogation valuable

Shift Technology Subrogation Decisions is an AI solution 
that performs automated cost-benefit analysis for 
recovery on every claim. With Shift, subrogation analysis 
is generated in conjunction with  first notice of loss 
(FNOL) – an analysis that automatically updates based 
on every new piece of information. This creates an 
efficient workflow at every stage in the life cycle of the 
subrogation claim, assisting recovery specialists and 
managers alike.

Shift Subrogation Decisions can:
•  Assess freeform text through optical character 

recognition and NLP

•  Use structured and unstructured data to determine 
liability and viability

•  Automatically evaluate recovery opportunities on a 
jurisdictional basis

•  Provide handling guidelines to drive consistent 
recovery claim practices where applicable

The Shift advantage for subrogation
Shift delivers timely and highly effective subrogation 
analysis while reducing or eliminating false positives. 
This helps insurers maximize their revenue through 
accurate detection. No matter how much insurers 
accelerate the claims process, subrogation will  
never get left behind.

Learn more at www.shift-technology.com.

About Shift Technology
Shift Technology delivers AI decisioning solutions to benefit the global insurance industry and its customers. Our products enable insurers  

to automate and optimize decisions from underwriting to claims, resulting in superior customer experiences, increased operational efficiency,  

and reduced costs. The future of insurance starts with Decisions Made Better.  

Learn more at www.shift-technology.com

https://www.shift-technology.com/

