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IoT opens the black box of telematics insurance for valuable 
customer insights

Usage-Based-Insurance (UBI) is also known as Pay-As-You-Drive (PAYD) or 
Pay-How-You-Drive (PHYD), a way for car owners to insure their vehicle using 
Internet of Things (IoT) technology to collect useful information from the  
vehicle to determine their insurance premiums. By adding IoT connectivity to  
a telematics solution embedded or connected to a vehicle, insurance companies 
can measure distance travelled by a specific driver more accurately and 
automatically (aka PAYD) or construct the driving pattern by a specific  
driver autonomously by measuring distance, time, place, acceleration/
deceleration, and braking habits (aka PHYD).  

Unlocking Customer Value with  
Usage-Based-Insurance (UBI) 
This educational guide introduces the benefits of enabling connectivity as a feature to your Usage-Based-Insurance (UBI) 
product and solution. It recommends the special considerations to account for when selecting a connectivity choice out  
of a range of options. Finally, it provides a check list of questions to help you make your final connectivity selection. 
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• Simplistic insurance premium price structures for broad   
 groups of customer segmentation

• Unsatisfactory risk management

• Prices out certain uninsurable customers (eg casual drivers)

• Pricing as the sole differentiating factor

• Improves customer segmentation for more accurate premiums

• Captures new customer revenue streams from previously   
 uninsurable segments 

• Improves risk management/Minimises insurance frauds

• New revenue stream for telematics value chain based  
 on operational data on driving patterns

Before Usage Based 
Insurance

After IoT Connectivity  
(for insurers)
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Adding connectivity as a feature creates revenue 
opportunities for the value chain

The UBI value chain, from OEMs and aftermarket hardware 
providers, through solutions providers to applications service 
providers, can facilitate these end-customer benefits by 
making connectivity a default feature in their products and 
solutions. Once connectivity is enabled, everyone on the 
value chain can move closer to the end customer. Figure 2 
illustrates the likely progression of a typical UBI value chain 
as a result of enabling connectivity
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Widens sensor  
feature sets.

Changes business model  
to create recurring  
revenue streams.

Becomes datacentric 
to offer aftermarket 

services.

Enables customer’s 
digital transformation 

journey.

Figure 2. Usage Based Insurance Value Chain 
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Enabling IoT connectivity benefits everyone on the  
value chain

Component hardware manufacturers differentiate 
from their peers by simplifying the connectivity decision 
making for the rest of the telematics insurance  
value chain.  

Aftermarket telematics hardware providers 
differentiate from others by being able to offer additional 
aftermarket connected car services such as drive through 
payments, stolen vehicle recovery, emergency  
assistance etc.  

Vehicle manufacturers (OEMs) differentiate from others 
by being able to increasingly build telematics capability 
into their finished products for additional connected car 
services such as UBI. UBI services can be activated if the 
customer signs up for insurance at time of purchase.  

Solution providers (telematics insurance solutions) 
provide insurers with cloud-based services platforms for 
data collection, management and analytics services.

System integrators (Consultancies and IT services) in 
their capacity of running digital transformation project 
have the potential to expand their consultancies to drive 
new applications derived from having telematics data.  

Application service providers (ASPs) develop new 
applications for end customers in the telematics 
and insurance sectors through access to aggregated 
anonymised driver data.  
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Understanding the connectivity needs of UBI 

Traditionally, UBI starts from the driver installing a device fitted to their vehicle. 
Such a device is most common in fleet management and is composed of a  
box with GPS receiver, a SIM and module for connection to cellular networks, 
some processing capability, sometimes a short-range radio device such as 
Bluetooth and power electronics to take from the vehicle battery.   

However, with additional connectivity options such as low power wide area 
(LPWA), the choice of connectivity for UBI and its value chain becomes a critical 
business decision dependent on the specific cost, performance and benefit 
intended. Figure 3 sets the scene for where UBI exists in different road context 
and the key connectivity attributes of the application.   
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Figure 3. Key Attributes of UBI.
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UBI requires low data rate connectivity access   

Reliable connectivity with national and international coverage is an essential 
part of a UBI solution. Cellular networks are the tried and tested method of 
connecting mobile IoT applications. Today, these can be addressed by 2G 
networks which provide ample data rates for PAYD applications where positional 
data and distance covered are the only requirements. PHYD applications require 
more data to be collected from the vehicle. As such, UBI is obviously a mobile 
application, requiring a technology that can maintain communication with the 
vehicle as it moves around. However, with the availability of LTE-M, the low 
power LTE technology capable of supporting mobility, beginning in 2018, it 
becomes the more optimal option for UBI as illustrated in Figure 4.  

Reading the heatmap vertically, LTE-M fulfils UBI’s requirements that the 
connectivity is suited to handle all the 7 requirements listed in the table below.  
The heatmap can also be read horizontally. For example, UBI has mission critical 
requirements to support the audit needs of an insurer. As such, LTE-M, 2G and 
3G fulfil this requirement by being offered on a licensed spectrum.

LTE-M 2G 3GUnlicensed LPWA 
(Sigfox & LoRa) 

Figure 4: Heatmap of UBI Connectivity Options
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1NCE is the first dedicated Tier 1 MVNO providing fast, secure and reliable IoT 
network connectivity for low data B2B applications. As a native IoT company, 
1NCE offers a “connect and forget” connectivity service that is well suited 
for UBI solution.  This convenience gives sensor manufacturers, telematics 
aftermarket OEMs, vehicle OEMs, solution providers, system integrators and 
application service providers an easy addition to their solutions to quickly build 
the needed revenue stream from their customers.  1NCE offers a predictable 
cost of connectivity to the value chain via its 1NCE Lifetime fee that covers all 
relevant costs that occur within the lifespan of the solution; costs such as SIM 

card, data volume, monthly fees, activation fees, roaming charges and licence 
fees for using the connectivity management platform to manage and control 
IoT devices.  Most importantly, 1NCE offers simplicity in terms of making the 
optimal connectivity decision.  1NCE is positioned as expert in low data rate 
connectivity for IoT, with a simple and compelling commercial offer that applies 
not only to LPWA but also to 2G and 3G technologies as well and assisting in 
the transition from these older technologies to LTE-M as required.  Importantly, 
1NCE supports this transition from 2G to LTE-M via its unique multi-mode IoT 
simcard as LPWA connectivity becomes available.

1NCE offers simplicity to the value chain.

Mission critical 
Communications 
Does the application 
have mission critical 
requirements that 
require licensed 
and standardised 
connectivity assurances?

Low data rate 
message size
How big is the message 
expected to be? 

Relative cost of  
a UBI solution 
Is the connectivity cost 
a negligible proportion 
of the total application 
solution? 

Location 
Will the asset 
require mobility with 
good national and 
international coverage?

Asset density 
Will the assets be 
located within a high  
or low density area? 

Asset lifespan 
What is the asset 
lifespan? Less than  
2 years, 2-5 years, 5-10 
years, more than 10 
years.

Asset power 
consumption 
Does the asset have 
an independent power 
source that makes 
power consumption 
relative to the asset’s 
lifespan critical? 

Figure 5: Checklist for Choosing Connectivity Access

UBI has its unique characteristics that make the selection of connectivity 
skewed towards LPWA networks. LTE-M is optimal in terms of function, cost 
and benefit, especially as it is optimised to enable national and international 
roaming on reliable and secure licensed networks. 1NCE recommends making 
these 7 connectivity characteristics as a check list to guide you in making the 
right connectivity decision.  

Check list for making connectivity decision. 
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Learn more about 1NCE Connectivity Solutions.  
Get in touch! info@1nce.com
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