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Eric:

Hello and thank you for taking time to listen to this Dynamic Business Processes for Insurance podcast.  I’m Eric Jacobsen, IBM’s Insurance Industry Marketing Manager for Business Process Management powered by Smart SOA.  We are fortunate to be joined today by Christian Bieck, the Global Leader for the IBM Institute for Business Value Insurance practice of IBM Global Business Services.  Christian is the author of Growing Trust, Transparency and Technology insurance customer’s perspective in a global context.  He is joining us from his office in Germany.  Welcome Christian.
Christian:

Hi Eric, thanks for inviting me.  

Eric:

Christian all over the world Insurance Companies are challenged to survive in today’s tough economy.  In your opinion what does this mean for the Insurance Industry?

Christian:

Eric the economic problems we’re seeing today have accelerated because of a lack of trust in financial services.  And that means a lack of trust by all market players, not only by consumers.  Even though this is most visible in the banking sector it affects our industry, the Insurance Industry as well.  Now recent events have started to dramatically reshape the landscape in financial services.  
I’d like to state some observations here.  Number one, there were a few large failures in the Insurance Industry and it is likely that we will see more carriers with difficulties.  Still these issues were and are not due to systemic problems, but are most likely isolated incidents due to the specific risk sectors of these carriers. 

Number two, Insurance Companies typically invest a large amount of money in capital markets.  This does create exposure to the volatility of these markets, but still the large majority of insurers acted conservatively and that is in addition to having a sound core Insurance Business.  Finally, and all that said, not all insurers managed equally well.  We are seeing merger and acquisition activity at the moment, but I believe this is unlikely to change the basic structure or operation of the industry.
Eric:

Well great Christian, thanks for that insight.  Clearly then as this economic downturn continues and really don’t see any end in sight, insurers are going to have to focus on many areas to help them recover.  Christian in your opinion what would you say are the top priorities for Insurance Executives?

Christian: 
Good question Eric.  For our study Trust, Transparency and Technology, the T3 study, we surveyed more than 4,000 consumers globally.  We found that what insurance customers around the world really value is honesty and trust worthiness and that even more than price.  At the same time consumer trust in industry right now is low because transparency is lacking and has been for years.  For insurers this is both the challenge and the opportunity.  In the past when macroeconomic conditions declined the default response of most insurers has been to tighten belts and to focus on cost of price competitions.  In my opinion I believe this is inadequate as the only strategy and so is a pure focus on new products.  Why?  Because not only do these responses ignore all the other factors that customer’s value, these strategies actually will do little to regain consumer trust.  And consumer trust is the key to future growth, especially in developed markets and especially in the current situation.  
Add to this the uncertainty about future insurance regulation supervision and it becomes clear that flexibility in responding to changes has the best likelihood of leading to success.  This means that the current situation offers great opportunities to those insurers that are nimble and flexible.  If they can effectively bridge the trust gap they will be ahead of the game, especially if their rivals make little effort to do the same.

Eric:

Right, that makes sense to me Christian.  How do you think the Insurance Managers are going to be able to achieve this flexibility that you mentioned?
Christian:

Frankly Eric people who buy insurance seldom care about what is happening behind the scenes.  All they care about is the outcomes.  In the moment of truth the customer, the insurance customer, needs to be served quickly and competently.  And that means to be successful insurers need the ability to streamline and renew their business and their operational models.  So they have to also be able to harvest, share and reuse best practice processes.  They have to be able to seize business opportunities when they see them. And they have to be able to listen to their customers and to develop creative products and services that are actually needed (inaudible).  In other words, they have to be able to both optimize what is there and to innovate to create something new.  Unfortunately in today’s world the complexity of their legacy systems and the multitude of outside requirements like regulation and requirements product (inaudible), etc., can make these goals almost unattainable.  

And here is where BPM, that is Business Process Management, can help.  Because that is a tool that addresses these needs.  Now IBM BPM combines the principles of both Service Oriented Architecture, that’s SOA and Business Process Management, that’s BPM, to create both flexible and dynamic business processes.  And BPM helps bridge the gap between business and IT.  We both know that these two areas, Business and IT, are areas that seldom speak with each other or if they speak with other they don’t speak the same language.  But with BPM they now have a common means to collaborate around business processes.  And what this carriers can make smarter decisions and implement changes more rapidly.  

So to summarize, IBM Business Process Management can give insurers the flexibility they need, which creates the positive outcomes that again benefit customers and agents.
Eric:

Great, great insight again; so Christian from what you say it appears that significant change is on the way for insurers all across the globe and they need more transparency in their business processes in order to provide the same transparency to their customers and agents.  Based upon the research and the interviews that you’ve done what areas of the Insurance Operating Model do you think that insurers are going to focus on going forward?

Christian:

Yes Eric, one fact became very clear from our research.  Customers are diverse and likely to stay that way.  And this is true both on a local scale and on an international one. So to attempt a one size fits all marketing strategy is unlikely to work for any insurer, so whether they are a small local one or a large global one.  Recognizing this customer diversity has consequences both for the front and for the back office.  It means that insurers will want to make sure they deliver the relevant information to the right person at the right place and the right point in time.  And this is why I think managing the business processes is so important because only by having a clear definition of what information you need, where and why, can the recipients of the information be optimally served.  And the recipients are customers, agents and internal staff.  It also means that the traditional value chain parts become less important than they were in the past.  It is better to have a componentized approach around business functions than really adhering strictly to a traditional value chain approach.  

To answer your question, what areas of the operating model do I think that insurers will focus on?  In the near term I see insurers focusing on back office because quick wins are greatest there.  This seems pretty obvious. Long term though, carriers will have to take a more holistic approach and that means they look at all parts of the organization because that’s the only way to really become more flexible.  
Eric:

Interesting Christian; so it sounds like insurers are realizing the need to focus on more flexible and transparent business models and the need to work smarter; Christian as you know IBM’s vision for a Smarter Planet, one that’s instrumented, interconnected and intelligent, that’s been articulated by our President and CEO, Sam Palmisano, includes a Smart Work theme.  And in Smart Work dynamic business processes are at the heart of this initiative.  And with Dynamic Business Processes insurers can respond quickly to changing customer expectations and business demands.  This enables them to implement an agile business model in order to thrive in any economic climate.  Business users are then empowered to make changes and directly deploy these new capabilities and take advantage of the opportunities that are out there in the marketplace and then they can really outmaneuver their competitors.  And then of course they can always reap the benefits of greater operational efficiency and reduce costs.  Christian would you mind telling our listeners about a real example of what Business Process Management can do for customers, Christian.

Christian:

Sure Eric, I happen to know a great example in insurance where a project was made to increase trust and transparency. And that’s the Company Fireman’s Fund in the US.  They’re one of the oldest Insurance Companies in the US and the leading provider of commercial, personal and specialty insurance.  In 1991 Fireman’s Fund was purchased by German (inaudible).  The purchase was a good fit for both Companies because both Companies value financial strength, traditional values and both have a philosophy that honest, loyalty and service to their customers and agents.  

Now one of the issues Fireman’s Fund had was that they had many agency facing applications that could be accessed via a web browser.  That’s fine, but this required the agents to remember a website, a user name, a password and to enter data to retrieve information and that day per day.  These agents deal with many carriers and with many carrier websites you can imagine how cumbersome this gets.  So what did Fireman’s Fund do to resolve these issues?  They started a program to allow agents to access their applications with just a few clicks via the Agency Management System.  For Fireman’s the objective was to create a platform that was flexible and dynamic that supports both its Call Center and it’s agents and wanted to make it easier and more transparent for agents to do business with them.  And this in turn would increase agent loyalty and thus gain market share.  

Okay, what did they do?  Using BPM from IBM, they reused many parts of their existing IT infrastructure plus they leveraged key industry standards and so rapidly deployed new business solutions.  The results of the project at Fireman’s Fund were really impressive.  In their building inquiring systems they created an automated service for agents and for customer service representatives.  That service consolidated access across several mainframes, that is Legacy Billing Systems.  And you know how hard it is to access Legacy Billing Systems or Legacy Systems overall.  The results were delivered in only three months with 40% reduction Call Center volume and with increased agent satisfaction.  
In their property quote system they automated and synchronized quotes between the web and the Agency Management Systems.  They enabled multi channel access and they leveraged their mainframe writing system, again a Legacy System.  They did all of this in 6 months, which in itself is amazing and they reused 52% of the existing IT assets.  Again, on one hand the changes made it easier for agents to do business with Fireman’s and on the other hand the process was made more transparent.  

Now the end result of the project was that Fireman’s now has a good framework for Enterprise SOA solutions.  This allows them to transform their core insurance processes in ways they couldn’t previously, for example across multiple lines of business.  Fireman actually expects that this new flexibility will save them over $200,000 million dollars over a 5 year time frame. 
Eric:

Wow Christian that is a very impressive example. And this discussion has been very, very informative. It’s really helped me and those who are listening to get an idea of what it’s going to take to improve the future of Global Insurance Operations and what some folks have done already to help improve their Insurance Operations. And so they’re moving towards the capturing of the insurance customer of the future so that they can grow their business.

So thank you Christian, I appreciate your time today.

Christian:

You’re welcome Eric.

Eric:

This is Eric Jacobsen. I’m the IBM BPM Industry Marketing Manager for Insurance and we have our guest Christian Bieck, thanking you, all of our listeners for your interest in IBM’s Business Process Management solutions for the Insurance Industry.  To learn more about BPM and IBM’s Insurance Industry Accelerators and Frameworks, please visit www.ibm.com/software/innovate. Thanks for listening and make it a great day.
