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ADVANCING
ANALYTICS
Examining data in new ways allows Sentry Insurance 
to price policies in near real-time.

ALSO:

The State of Telematics  p16 
Insurers Explore Smart Homes  p20

Sentry Insurance’s VP of 
analytics Sean Nimm (left) 
and VP of IT Jim Frank (right)
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It’s no secret that most P&C policy admin solutions 

perform admirably when dealing with simple lines and 

products ... but when things get complex, most fall 

short. Fortunately, there’s Adaptik.

Adaptik’s fl exible, scalable policy administration solution guides 

you through the landscape of complex insurance product 

implementations. That means di�  cult-to-administer lines – like 

workers’ comp and specialty liability – can become drivers of 

signifi cant and sustainable growth.

www.adaptik.com/complexityCreating Opportunity Out of Complexity

WE CRUSH COMPLEX.
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 Looking at the

Blockchain
Blockchain technology that 
grew out of the Bitcoin online 
currency is catching insurers’ 
eye. We take a look at six
early use case scenarios.
http://bit.ly/2aVVux4

INN Blogs INN Slideshow
It’s time for insurers to take a closer 
look at their innovation strategies, 
says Pat Speer.
http://bit.ly/2auX3Wf

How is emerging technology shaking up 
the insurance industry? Check out SMA’s 
10 ways.
http://bit.ly/2beCZVu

WHAT’S ONLINE THIS MONTH

Allstate has announced the launch of a standalone company that 
will provide telematics data and analytics. We ask the experts what 
this launch means for insurers overall. http://bit.ly/2aGZ8gq

 Catchup on Mobile Apps
Mobile technology has come a long way over the years, and insurers 
are moving right along with it. Check out the latest in insurance mobile 
deployments. http://bit.ly/2b1j5PZ

 Allstate’s Big
Telematics Move

Our Free App
Download our free app 
and read the magazine 
as soon as it’s online 
each month. � e app 
gives you access to 
daily news and the full 
magazine as it appears 
in print. To use the QR 
code, download a free 
code reader and aim 
your iPad, iPhone or 
Android device at the 
code. � en click on the 
appropriate link for your 
device.

 Insurers Get
Closer to the
Startup Sector
Sun Life is partnered with 
insurance tech startup accel-
erators in both the U.S. and 
Canada.
http://bit.ly/2aGL1Xe

twitter.com/_INN    facebook.com/insurancenetworkingnews   linkedin.com/groups/Insurance-Networking-News-3977076
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Keeping pace with both regulatory changes and customer desires is vital in today’s insurance 
industry. A fast-paced world demands faster payment methods. Modernize your claims process to 
meet those demands, and:

• increase customer engagement

• be able to o� er a true “Digital Experience” that allows instant payments to your customers

• boost e  ciency and realize noticeable cost savings

• simplify the third-party payment process

Deluxe Payment Solutions let customers exercise their options. 
Provide us with a data fi le and we can either print and mail checks to your 
payees, or email an eCheck for them to print. Either way, both you and your 
customers will benefi t from:

• process improvements with zero investment

• simple implementation, using our API

•  state-of-the-art security to protect against check fraud

•  up to 35% cost savings by adding eChecks to your AP process

•  the ability to provide an electronic statement or EOB with the payment

©2016 Deluxe Enterprise Operations, LLC   QT864473I

Modernize Your Process, Maximize Engagement.
Deluxe Payment Solutions. Payment options that benefi t you and your customers.

Insurance Carrier 
sends data fi le 

to Deluxe

Deluxe prints 
checks in secure 
printing facility

Printed check 
mailed to Payee

Deluxe emails 
eCheck to payee Payee prints eCheck

Payee presents 
to bank for 
payment

Deluxe splits fi le based 
on payment method

To learn more about 
these innovative payment 
solutions, call me today.
Tom Reuter
Manager, Business Development
616.755.1816
tom.reuter@deluxe.com
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I RECENTLY RELOCATED from Brooklyn to Utah. 
And to answer your �rst question: Yes, it’s a big 
change. There are pluses and minuses — and there 
were pluses and minuses in my encounters with the 
insurance industry along the way.

We bought a house earlier in the spring, then 
leased it back to the seller until we made it out in 
June. I’m a �rst-time homeowner, and somewhat 
anxious by nature, so instead of going for quick-issue 
insurance online, I decided to call an agent recom-
meded by our Realtor and make sure I had the right 
kind of policy for the situation.

The agent told me that I could set up a landlord 
policy and save a few dollars before converting to a 
homeowners’ policy as I moved in. I appreciated his 
insight into the process, and took him up on the o�er.

But when the day neared for us to take over for 
good, I called and e-mailed multiple times and was 
not able to make a connection. Obviously, I was hop-
ing for a more seamless experience.

As can be expected, the problem was compound-
ed by an unforeseen error -- we broke a light �xture 
12 hours into our home ownership and attempted to 
replace it, only to short out the entire �rst �oor. At 

this point, I still hadn’t heard from the agent. By the 
next morning, the �rst �oor was �ne and I had signed 
my new policy. But I didn’t feel very secured over-
night. And, isn’t that the promise insurers sell?

The agita didn’t end there. I was informed that my 
New York health insurance plan didn’t exist in Utah 
and was auto-enrolled in a plan with a deductible as 
high as the premium was low. I had to change it. But 
despite being able to sign up online at open enroll-
ment, when I was making a mid-year change, I had 
to print, �ll out, scan and e-mail two multiple-page 
forms. And that was after I had to research a new 
family of plans to �nd one that �t my budget and met 
my coverage needs. While I appreciated the auto- 
enrollment so that I was at least partially covered if 
something happened, I can’t believe that I had to �ll 
out a multiple page form — by hand — with informa-
tion that the insurer mostly already had.

By contrast, my auto insurer — a Tier 1 insurer 
with a famously robust online platform — was able to 
process my address change — with a corresponding 
drop in premium — after only a few questions. It was 
so easy, I didn’t believe it had worked. So I called the 
call center to con�rm it. After I hung up, I realized 
that I had mentally punished the auto carrier for poor 
experiences it had nothing to do with, save also being 
in the risk management business. That’s the insur-
ance customer experience conundrum: Even when 
you’re great, people don’t believe it. 
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Nathan Golia
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See for yourself.  Contact Alex today.
www.DRNdata.com  •  ayoung@drndata.com  •  508-353-3787

Liars Lie.
Can you handle 
the truth?
Liars will leave as soon as the claim is made and jump to the next insurance carrier. 

Don’t be that carrier. Combine analytics with hard evidence, like vehicle sightings, and 

you have the recipe for the truth. Know before you write the policy with vehicle sightings.

Policy Address Address Based on Vehicle Sightings
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 Munich Re, US, has partnered with the Insurance Institute for 
Business & Home Safety (IBHS) to launch a new tablet app de-
signed to help property owners build stronger homes to protect 
against severe weather and natural disasters.

The application, Forti ed Home On the Go, walks homeown-
ers, contractors and architects through the home strengthening 

process. Both videos and 
animations are used to 
provide information on 
technical speci cations for 
building and retro tting 
single-family households. 
Instructions provided in 
the app are based on IBHS’ 
Forti ed Home program.

“The public is seeing 
 rst-hand what staggering 
losses can be wreaked by 
severe weather,” said Carl 

Hedde, head of risk accumulation, Munich Re, US, who is leading 
the app’s launch.

As examples, Hedde cites more than $60 billion in insured 
losses after Hurricane Katrina in 2005, and almost $30 billion in 
insured losses following Hurricane Sandy in 2012.

“The Forti ed Home On the Go app is an educational tool de-
signed to help individuals and communities build more resilient 
structures,” he said. 

BRIEFS
INDUSTRY

 Amica and IBM have 
teamed up to create an iOS 
application for the insurer’s 
claims adjusters.

More than 170 adjusters 
will receive iPad Pros and 
iPhone 6s loaded with Claims 
Adjust, which allows adjusters 
to collect claims information 
digitally. The new application 
uses the devices’ camera and 
voice recorder, for example, 
to capture visuals as well 
as audio statements from 
insureds at the time of claim. 
It was developed on IBM’s 
MobileFirst platform.

“This process wasn’t just 
about taking all the data from 
our di�erent internal systems 
and making it available to 

adjusters on a mobile device,” 
says Adam Kostecki, claims 
o�cer in Amica’s claims 
executive department and 
a member of the enterprise 
innovation team. “It was 
about starting with our  eld 
adjusters and observing their 
daily work — to uncover op-
portunities to improve their 
productivity by taking advan-
tage of the latest and greatest 
in mobile technology.”

Amica, which ranked high-
est in J.D. Power & Associates 
2015 ratings for homeowners 
insurance claims experience, 
is betting that the app will 
help recruit and retain adjust-
ers who value a next-genera-
tion tech experience at work.

 Insurers have become very active 
in insurance accelerators and startup 
investment over the past year, but must 
embrace failure in order to innovate, 
according to a report from insurance tech 
analyst  rm Novarica.

In a follow up to its 2015 “Insurer 
Accelerators and VC Funds: Buying Inno-
vation” report, Novarica found carriers 
have di�erent measures of success when 
working with startups, ranging from 
introducing new technologies to forming 
strategic partnerships for  nancial return.

For companies involved in these types 
of relationships, adapting to startups’ 
high-risk work culture is critical.

“Carriers must be ready to fail,” said 
Rob Mclsaac, SVP, research and consulting, 
at Novarica. “They must also give startups 
room to operate. They do not perform well 
in traditional corporate environments.”

According to Novarica’s analysis, 
USAA’s Corporate Development Program, 
AXA Strategic Ventures, XL Innovate, 
and other major players in innovation 
investment are attempting to understand 

markets much less conservative than 
their own. The bene t, according to the 
analyst, is that startups o�er an outside 
perspective as well as access to skills and 
sta� not found in house. In return, insur-
ers provide clients to them and educate 
vendors on the industry’s complexities

Insurers of all sizes are able to invest 
in startups, McIsaac says. However, he 
advises larger insurers to invest in com-
panies “a little further down the road,” 
as they face the most market and internal 
political pressure.

M O B I L E

C L A I M S

I N N OVAT I O N

Munich Re, IBHS 
App Encourages 
Stronger Homes

Amica Launches New 
Mobile Claims Capability

Insurers Must Be Ready for Failure in Insurtech Era

Join the conversation:
http://www.insurancenet-
working.com/blogs/

From: Pat Speer

Topic: Why Insurers 
Should Take Texting 
More Seriously

�ere is no dismissing the 
power of the mobile channel 
as it applies to insurers’ ability 
to obtain and service business. 
TextRequest.com statistics 
from 2015 hold that 84% of 
Americans report that they 
can’t go a single day without 
checking their smartphone, 
and admit checking it 150 
times per day, including first 
thing in the morning.

As an insurance industry 
marketing utility, the mobile 
channel also has evolved. But 
even some carriers with the 
most sophisticated mobile 
strategies may be missing an 
opportunity.

“Our research shows 
that marketers who try to 
reach their audience solely 
on demographics risk missing 
more than 70% of poten-
tial mobile shoppers. Why? 
Because demographics don’t 
help us understand what we 
really need to know—what 
consumers are looking for in 
an exact moment or where 
they are looking to find it,” says 
Lisa Gevelber, Google’s VP of 
marketing. Gevelber adds that 
companies that respond to 
intent are better positioned to 
be there and be useful for all of 
their potential customers, not 
just those that fit an age and 
gender profile. And they must 
do so with immediacy—being 
available to customers with 
what consumers are looking 
for in the exact moment they 
use their smartphone to find it.

Join the conversation:
http://www.insurancenet-
working.com/blogs/

ofour

BLOGS
BEST

 AIG has appointed Michael Lewis as chief digital o�cer. Lewis 
last was global CTO, digital, for JPMorgan Chase’s consumer busi-
ness. He will report to AIG EVP and CIO Philip Fasano.

Lewis’s charge is to design and deliver “enterprise-wide digital 
capabilities and solutions focused on improving overall business 
performance” and to enhance “the customer and employee 
experience,” according to AIG.

“We believe improved digital capabilities will create a global 
competitive advantage,” Fasano says.

D I G I TA L

AIG Appoints Digital Leader

 Guidewire Software, Inc. has acquiredFirstBest Systems, Inc., a 
provider of underwriting management software to P&C insurers. 
The buy comes less than a year after Guidewire bought insur-
ance analytics software provider EagleEye Analytics. 

The most recent addition enables Guidewire to o�er its 
specialty insurance customers greater support in assessing risk, 

according to the company. 
Currently, underwriters 
rely too heavily on manual 
processes and spend a 
majority of their day gath-
ering and reviewing data. 
FirstBest’s underwriting 
management system 
will enhance submission 
intake, risk analysis and 
improve the collaboration 
capabilities of policy ad-
ministration systems.

“Like Guidewire, FirstBest has been committed from its 
founding to advancing the strategic goals of P&C insurers 
through modern software,” said Guidewire Software CEO Marcus 
Ryu. “Its expertise in complex risk analysis and the information-
al and work¨ow needs of commercial underwriters will deepen 
our ability to serve this vital constituency within the industry.”

The acquisition of FirstBest is expected to close before au-
tumn’s end, Guidewire said. 

BRIEFS
INDUSTRY

 A change in consumer preference to 
mobile has led Esurance to focus on mo-
bility as the focal point of interaction with 
customers, according to the insurer’s VP 
of homeowner products, Je�rey Ill.

Esurance’s new approach involves 
expanding its online o�erings to mobile 
while developing new products for smart-
phones. The insurer released two mobile 
applications for policyholders in June: a 
mobile version of its usage-based insur-
ance o�ering, DriveSense; and a Home 
Inspection app for homeowners.

M & A

C U S TO M E R  E X P E R I E N C E

Guidewire Acquires 
Underwriting Tech 
Provider FirstBest

Esurance Sees Mobile as Best Customer Touchpoint
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Join the conversation:
http://www.insurancenet-
working.com/blogs/

From: Pat Speer

Topic: Why Insurers 
Should Take Texting 
More Seriously

�ere is no dismissing the 
power of the mobile channel 
as it applies to insurers’ ability 
to obtain and service business. 
TextRequest.com statistics 
from 2015 hold that 84% of 
Americans report that they 
can’t go a single day without 
checking their smartphone, 
and admit checking it 150 
times per day, including first 
thing in the morning.

As an insurance industry 
marketing utility, the mobile 
channel also has evolved. But 
even some carriers with the 
most sophisticated mobile 
strategies may be missing an 
opportunity.

“Our research shows 
that marketers who try to 
reach their audience solely 
on demographics risk missing 
more than 70% of poten-
tial mobile shoppers. Why? 
Because demographics don’t 
help us understand what we 
really need to know—what 
consumers are looking for in 
an exact moment or where 
they are looking to find it,” says 
Lisa Gevelber, Google’s VP of 
marketing. Gevelber adds that 
companies that respond to 
intent are better positioned to 
be there and be useful for all of 
their potential customers, not 
just those that fit an age and 
gender profile. And they must 
do so with immediacy—being 
available to customers with 
what consumers are looking 
for in the exact moment they 
use their smartphone to find it.

Join the conversation:
http://www.insurancenet-
working.com/blogs/

BLOGS

 Guidewire Software, Inc. has acquiredFirstBest Systems, Inc., a 
provider of underwriting management software to P&C insurers. 
The buy comes less than a year after Guidewire bought insur-
ance analytics software provider EagleEye Analytics. 

The most recent addition enables Guidewire to o er its 
specialty insurance customers greater support in assessing risk, 

according to the company. 
Currently, underwriters 
rely too heavily on manual 
processes and spend a 
majority of their day gath-
ering and reviewing data. 
FirstBest’s underwriting 
management system 
will enhance submission 
intake, risk analysis and 
improve the collaboration 
capabilities of policy ad-
ministration systems.

“Like Guidewire, FirstBest has been committed from its 
founding to advancing the strategic goals of P&C insurers 
through modern software,” said Guidewire Software CEO Marcus 
Ryu. “Its expertise in complex risk analysis and the information-
al and work�ow needs of commercial underwriters will deepen 
our ability to serve this vital constituency within the industry.”

The acquisition of FirstBest is expected to close before au-
tumn’s end, Guidewire said. 

BRIEFS
INDUSTRY

 Manulife’s Lab of Forward 
Thinking (LOFT) innovation 
center is collaborating with 
Nervana Systems to develop 
an arti�cial intelligence and 
deep learning tool that ana-
lyzes and deciphers natural 
language.

Using its new processing 
engine, Manulife’s LOFT can 
analyze online information, 
�nancial news, emails and 
documents portfolio manag-
ers receive to present recom-
mendations that could help 
investment advisors make 
faster, smarter investment 
decisions, according to the 
company.

“This partnership with 
Nervana accelerates our 

development e orts and our 
understanding of this new 
technology,” said Greg Fram-
ke, EVP and CIO of Manulife. 
“Deep learning and arti�cial 
intelligence technologies 
have the potential to enhance 
research e orts in virtually all 
areas of the company.”

Manulife, the owner of 
John Hancock in the U.S., has 
established Labs of Forward 
Thinking in Boston, Toronto 
and Singapore. The insurer’s 
Toronto LOFT will be leading 
this project.

In Boston, the John Han-
cock LOFT recently began 
exploring blockchain technol-
ogy with two tech company 
partnerships.

 A change in consumer preference to 
mobile has led Esurance to focus on mo-
bility as the focal point of interaction with 
customers, according to the insurer’s VP 
of homeowner products, Je rey Ill.

Esurance’s new approach involves 
expanding its online o erings to mobile 
while developing new products for smart-
phones. The insurer released two mobile 
applications for policyholders in June: a 
mobile version of its usage-based insur-
ance o ering, DriveSense; and a Home 
Inspection app for homeowners.

Both applications o er great bene�ts 
to the customer, Esurance says. Home In-
spection allows subscribers to assess and 
upload videos of their home themselves 
in as little as 25 minutes. DriveSense, on 
the other hand, rewards users for safe 
driving with personalized discounts on 
premiums.

“Our market research tells us mobile 
is how consumers want to do business,” 
said Ill. “We deal with modern technology 
so it’s the very next step in terms of what 
we need to be doing.”

Esurance’s Home Inspection app was 
built from scratch over a 15-month period, 
Ill said. The carrier originally submitted 
patents for the app in 2012, but wanted 
to increase its home insurance customer 
base before starting development. The 
Allstate unit rolled out its home insurance 
product in October 2013.

“The Home Inspection app provides 
more interaction points with customers 
and assures that we have the latest infor-
mation about their home,” Ill said. “We 
plan to add more features to it.”

M & A

M AC H I N E  L E A R N I N G

C U S TO M E R  E X P E R I E N C E

Guidewire Acquires 
Underwriting Tech 
Provider FirstBest

Manulife Taking a Swing 
at Arti�cial Intelligence

Esurance Sees Mobile as Best Customer Touchpoint

Join the conversation:
http://www.insurancenet-
working.com/blogs/

From: Joe McKendrick

Topic: If Breached, 
Insurers Must Respond 
Quickly

�e latest data security 
study out of IBM and the 
Ponemon Institute puts the 
average cost of a data breach 
at $4 million per incident, or 
29% increase over a year ago.

�e report’s authors don’t 
just throw up their hands in de-
spair, however: there are some 
best practices that can help 
bring down these costs. Com-
bined with common-sense 
practices to help prevent such 
breaches, the losses can be 
contained.

For one, IBM and Pon-
emon say it pays to be able to 
respond quickly and effectively 
to breach reports. �ey recom-
mend assembling an “incident 
response team” that is trained 
on handling and dispatching 
any problems.

“Leveraging an incident 
response team was the single 
biggest factor associated 
with reducing the cost of a 
data breach – saving com-
panies nearly $400,000 on 
average (or $16 per record),” 
the report’s authors state. “In 
fact, response activities like 
incident forensics, communi-
cations, legal expenditures and 
regulatory mandates account 
for 59 percent of the cost of a 
data breach. Part of these high 
costs may be linked to the fact 
that 70 percent of U.S. security 
executives report they don’t 
have incident response plans 
in place.”

Join the conversation:
http://www.insurancenet-
working.com/blogs/

ofour

BLOGS
BEST

 Dawid Glawdzin, formerly of the Google Compare auto 
insurance aggregator, has joined insurance startup Slice Labs as 
director of operations. 

Glawdzin met Slice founders Tim Attia and Ernie Hursh when 
the latter two were at Bolt Solutions. Bolt developed integration 
software for Google Compare, where Glawdzin handled carrier 
and vendor partnerships. Their new initiative, Slice, is planning 
to launch a digitally distributed insurance product for sharing 
economy participants like ride-sharers.

D I S T R I B U T I O N

Google Exec Joins Slice Labs
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Insurance companies’ analytics departments are 
closer aligned to the business than ever and reaching 
new heights of e�ectiveness.

By Nathan Golia

Big data and analytics have become more embedded than 
ever in the insurance industry as insurers look for edges 
across the business. According to a recent survey from 
Strategy Meets Action, “Data and Analytics in Insur-
ance: 2016 and Beyond,” 86% of P&C insurers in North 
America have a strategic initiative in place for enterprise 

data and analytics. And, bene�ts are starting to roll in from early 
projects in areas like customer segmentation, new business, and 
underwriting pro�tability. Now, insurers are moving on to applying 
analytics in more areas, like CRM, risk analysis, underwriting oper-
ations, fraud, and pro�tability analysis.

“The analytics capabilities that have been in place over the past 
several years are already bearing fruit, leading many insurers to 
expand into other business areas,” says Mark Breading, SMA part-
ner and report author. “While there are many factors in�uencing 
results in areas such as underwriting pro�tability and customer 

DATA DRIVING 
BUSINESS 

Sentry Insurance’s VPs Jim Frank and Sean Nimm collaborate 
on a data strategy that makes the enterprise operate faster.

ANALYTICS
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DATA DRIVING 
BUSINESS 

Sentry Insurance’s VPs Jim Frank and Sean Nimm collaborate 
on a data strategy that makes the enterprise operate faster.

011_INN080116   11 8/8/2016   5:09:30 PM



1 2  I N S U R A N C E  N E T W O R K I N G  N E W S    Q U A R T E R  3 ,  2 0 1 6   I N S U R A N C E N E T W O R K I N G . C O M I N S U R A N C E N E T W O R K I N G . C O M   Q U A R T E R  3 ,  2 0 1 6   I N S U R A N C E  N E T W O R K I N G  N E W S        1 3

“What was interesting is that in the past AXA has been the one that has 
been really adamant about people working with our data — we tell people 
we really need to understand their controls,” he says. “Now that we are 
dealing with some big data vendors, they are pushing the same require-
ments back on us that we had been putting on others. It’s showing the 
maturity of the industry.”

On the other side is the actual analytics run on the data. That team’s 
task has been focused on visualization and making it possible for under-

writers and other con-
cerned parties to get 
what the data says.

“We’ve moved away 
from spreadsheets — 
we’re using a visual-
ization tool throughout 

the organization,” DiModugno says “Our next step is really helping the under-
writers understand why the model come up with the score it did. People are 
a still little bit concerned when a machine tells them what to do.”

DiModugno says that the company isn’t quite ready to give up under-
writing decisions to a model, but does see the speed facilitated by analyt-
ics being crucial going forward.

“Where we really focus is to take the data that we’re getting through 
our normal applications and speeding up our decision process,” he says.

 
CUNA Mutual: From a Different Perspective

CUNA Mutual, which provides a range of insurance and �nancial prod-
ucts to credit unions, recently hired Harsh Tiwari as its �rst chief data 
o�cer. Tiwari joined the company from Capital One bank and said that 
the di�erence between his new job and his old one comes from the roots.

“Capital One was founded on the principle of data. The two founders 
spun it out of the Bank of Virginia, taking the credit-card portfolio and 
said they could use database marketing to run the business,” he explains. 
“But insurance as an industry came up with an actuary practice that says, 
‘I cannot precisely predict risk for any one individual, so I will collect a 
large group.’ Data means I can take the variations that appeal to smaller 
and smaller groups. It’s a di�erent perspective.”

As CUNA has made the decision to bring analytics to the forefront, Ti-
wari is applying some of the lessons he learned in his previous position.

“The �rst step is actually building an infrastructure where you bring in 
meaningful data. Many data warehouse projects stop without doing any-
thing. How do we do this in a smart way that continues to see the value? 
And once you see the bottom line dollars, what’s the next step after that?” 
he says. “I will work with IT in terms of building the infrastructure, and 
I will work with business to make sure the data is doing work for them.”

segmentation, the analytics projects have contributed to the industry im-
provements in these areas. 

The percentage of insurers’ budgets being devoted to analytics is also 
increasing, SMA found. Nearly 10% of insurance IT spending goes to da-
ta-related initiatives. And, those dollars are in some cases being matched 
by the several business areas that are looking to analytics to provide a 
boost. Insurers are creating data practices at the enterprise level to pro-
vide oversight and guidance to analytics initiatives.

“Insurers generally are becoming more sophisticated in the manage-
ment of data and analytics, with more companies establishing enter-
prise-wide units, led by chief analytics or chief data o�cers, and sta�ed 
with data scientists,” Breading adds.

The formalization of analytics as a core practice area is allowing carri-
ers to operationalize data more seamlessly. Following are several stories, 
from insurance company data leaders, about how insurers have taken 
data strategy from the outskirts to the center of their enterprises.

Sentry Insurance: Core Project Supports Data Excellence
Sentry Insurance, a multiline insurer based in Stevens Point, Wisc, rep-

resents a classic case of how insurers have granted analytics an increas-
ingly larger pro�le. Sean Nimm, the company’s VP of analytics, came up 
through the ranks as an actuary — the business side. He works with Jim 
Frank, VP of IT for the carrier, to carry out the company’s overarching 
strategy around analytics technology and process. 

 “There are di�erent skill sets and di�erent capabilities that you need 
to have a successful analytics area: business knowledge, data manage-
ment, and statistics, for example,” Nimm says. The challenge is trying to 
�ll all three of those.”

The realization that Sentry’s data was increasingly valuable came about 
while the company was in the midst of a legacy system modernization, 
Frank says. As Sentry installed new administration systems, it realized it 
was able to leverage its internal data in new ways to get better at things 
like pricing.

“A lot of the buildout on the data side didn’t come from an analytics 
need -- we were undergoing a signi�cant amount of core modernization and 
we needed to use data as the hub to blend the old and new together,” Frank 
says. “To support legacy system modernization, we built operational data 

stores [to facilitate 
data migration] — sud-
denly this data was ex-
posed a lot more con-
veniently to use.”

In addition to core 
software from Guide-

wire and Accenture, Sentry is using Tableau to turn its newly gleaned in-
sights into actionable information for end users like underwriters. 

“A lot of insurers are investing in data as an asset — they’re buying tools 
to put data in front of people. But it’s the infusion of the art into the science 
— who can begin to apply data more creatively — that will de�ne success,” 
Frank says. 

This year, the company has donated $4 million to the local campus of 
the University of Wisconsin to support data analytics education and get 
more of the artist types into the organization. “It’s not just about data sci-
entists, it’s about building teams of employees and associates that under-
stand what the data means,” Frank adds.

The biggest change that Sentry has noticed since formalizing analyt-
ics is the speed with which insights can change the business, Nimm says. 
The kinds of changes that once took weeks to respond to now can be ad-
dressed much faster.

“The world is changing so quickly, and we’ve had some opportunities 
to capitalize,” Nimm explains. “Business leaders are able to take historical 
data, create personas, and set pricing strategies based on that, and in near 
real time see how that improves or changes results.”

Sentry’s analytics growth was facilitated by a core systems replacement 
project. But, Frank says, integrating analytics across the business doesn’t 
have the same kind of de�ned beginning and end that most IT projects do. 

“One of the things I’ve realized along the way is that there’s no �nish 
line with these data projects,” he says. “We build assets that have been out 
there for years, but Sean and his team push us on in adding to and clarify-
ing what they need. The stabilization doesn’t have an endpoint.”

AXA: New Focus on Data Assets
Louis DiModugno is both the chief data and chief analytics o�cer for 

AXA in the U.S., a life insurance carrier. Early on, he says, his job involved 
a lot of evangelizing the potential for data and getting the business sides 
on board. Now, though, the time has come for action.

“For our �rst year, we were really focused around creating value with 
our analytics initiatives: ‘this is what we are, this is what we do,’” he ex-
plains. “Now what we’re trying to do is develop data assets that are go-
ing to be more focused on speci�c entities. We’re looking at data assets 
around customer interaction, claim and claim interaction, prospects and 
prospect interactions.”

AXA’s analytics organization comprises two major threads, DiModug-
no explains. On one side is the acquisition and management of raw data 
— a more technology-driven piece around compliance and security. That 
practice has evolved over time, he notes, as consumers and regulators 
have themselves become more mature about how much of their personal 
data is out there for companies to access.

“�e first step is actually building an infra-
structure where you bring in meaningful data. 
Many data warehouse projects stop without 
doing anything. How do we do this in a smart 
way that continues to see the value?”
—Harsh Tiwari, chief data officer, CUNA Mutual

ANALYTICS
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“What was interesting is that in the past AXA has been the one that has 
been really adamant about people working with our data — we tell people 
we really need to understand their controls,” he says. “Now that we are 
dealing with some big data vendors, they are pushing the same require-
ments back on us that we had been putting on others. It’s showing the 
maturity of the industry.”

On the other side is the actual analytics run on the data. That team’s 
task has been focused on visualization and making it possible for under-

writers and other con-
cerned parties to get 
what the data says.

“We’ve moved away 
from spreadsheets — 
we’re using a visual-
ization tool throughout 

the organization,” DiModugno says “Our next step is really helping the under-
writers understand why the model come up with the score it did. People are 
a still little bit concerned when a machine tells them what to do.”

DiModugno says that the company isn’t quite ready to give up under-
writing decisions to a model, but does see the speed facilitated by analyt-
ics being crucial going forward.

“Where we really focus is to take the data that we’re getting through 
our normal applications and speeding up our decision process,” he says.

 
CUNA Mutual: From a Different Perspective

CUNA Mutual, which provides a range of insurance and �nancial prod-
ucts to credit unions, recently hired Harsh Tiwari as its �rst chief data 
o�cer. Tiwari joined the company from Capital One bank and said that 
the di�erence between his new job and his old one comes from the roots.

“Capital One was founded on the principle of data. The two founders 
spun it out of the Bank of Virginia, taking the credit-card portfolio and 
said they could use database marketing to run the business,” he explains. 
“But insurance as an industry came up with an actuary practice that says, 
‘I cannot precisely predict risk for any one individual, so I will collect a 
large group.’ Data means I can take the variations that appeal to smaller 
and smaller groups. It’s a di�erent perspective.”

As CUNA has made the decision to bring analytics to the forefront, Ti-
wari is applying some of the lessons he learned in his previous position.

“The �rst step is actually building an infrastructure where you bring in 
meaningful data. Many data warehouse projects stop without doing any-
thing. How do we do this in a smart way that continues to see the value? 
And once you see the bottom line dollars, what’s the next step after that?” 
he says. “I will work with IT in terms of building the infrastructure, and 
I will work with business to make sure the data is doing work for them.”

Tiwari says that when trying to get buy in from a variant group with 
established best practices, it’s important to facilitate their adaptation.

“How do you actually bring in a new capability, this thing called data 
and analytics, and embed them across the company so that you can shift 
the trajectory we are on?” he asks. “I am a big believer that data is some-
thing everyone can use. You need to hide the complexity a bit. I don’t 
need everyone to use SQL. How do you develop tools to get to the actions 
they need to get di�erently?”

American Family: A Less Linear Approach
American Family Insurance’s analytics strategy has matured in the 

couple years since its division was launched, according to Eduardo Fonte, 
who was named research and analytics director this year.

“We have been boosting predictive modeling capabilities and using less 
generalized linear models (GLMs),” Fonte says. “GLMs are still widespread 

across our business, but when it comes to machine learning, non-linear 
techniques transfer and analyze data more quickly and capture di�erent 
signals we never have before.”

The new technique means that data like customer phone calls and 
claims data are analyzed with an open-ended feel. Leveraging machine 
learning means that the data can take its own path to �nd the optimal 
work�ow for AmFam associates.

“We recognize we don’t have a lot of touchpoints. That’s �ne,” Fonte 
says. “We want to make the basic obligations better. New data [from calls 
and claims adjusters] allows us to standardize work�ow. We use this data 
to really streamline the claims process.”

American Family is also applying its new-look analytics to usage-based 
insurance. The company is invested in digital signal processing technolo-
gy that Fonte says “limit the amount of time it takes to tell a driver how 
well they drive.”

“We generally ask ourselves, ‘Do we have the internal capabilities to do 
what we want to do and can we learn the skills in the short term?’ If not, 
we use a vendor. Vendors speed up the learning process,” he says. “We are 
currently leveraging and learning from the [UBI] pilots to do a deep dive.”

Gen Re: �e Power of Predictive
Guizhou Hu has been VP, chief of decision analytics for Gen Re’s In-

dividual Products Division, based in Stamford, Conn., for a year and a 
half. His latest accomplishment was helping to incorporate Mortality As-
sessment Technology (MAT) he developed in his previous position, at the 
healthcare company BioSignia, into the life and health reinsurance pro-
cess. MAT, Hu describes, is a statistical methodology to build prediction 
models — a crucial component of Gen Re’s strategy.

“Combined with advancements of machine learning technology, we 

“When it comes to machine learning, non- 
linear techniques transfer and analyze data 
more quickly and capture different signals 
we never have before.”
—Eduardo Fonte, research and analytics director, 
American Family Insurance

wire and Accenture, Sentry is using Tableau to turn its newly gleaned in-
sights into actionable information for end users like underwriters. 

“A lot of insurers are investing in data as an asset — they’re buying tools 
to put data in front of people. But it’s the infusion of the art into the science 
— who can begin to apply data more creatively — that will de�ne success,” 
Frank says. 

This year, the company has donated $4 million to the local campus of 
the University of Wisconsin to support data analytics education and get 
more of the artist types into the organization. “It’s not just about data sci-
entists, it’s about building teams of employees and associates that under-
stand what the data means,” Frank adds.

The biggest change that Sentry has noticed since formalizing analyt-
ics is the speed with which insights can change the business, Nimm says. 
The kinds of changes that once took weeks to respond to now can be ad-
dressed much faster.

“The world is changing so quickly, and we’ve had some opportunities 
to capitalize,” Nimm explains. “Business leaders are able to take historical 
data, create personas, and set pricing strategies based on that, and in near 
real time see how that improves or changes results.”

Sentry’s analytics growth was facilitated by a core systems replacement 
project. But, Frank says, integrating analytics across the business doesn’t 
have the same kind of de�ned beginning and end that most IT projects do. 

“One of the things I’ve realized along the way is that there’s no �nish 
line with these data projects,” he says. “We build assets that have been out 
there for years, but Sean and his team push us on in adding to and clarify-
ing what they need. The stabilization doesn’t have an endpoint.”

AXA: New Focus on Data Assets
Louis DiModugno is both the chief data and chief analytics o�cer for 

AXA in the U.S., a life insurance carrier. Early on, he says, his job involved 
a lot of evangelizing the potential for data and getting the business sides 
on board. Now, though, the time has come for action.

“For our �rst year, we were really focused around creating value with 
our analytics initiatives: ‘this is what we are, this is what we do,’” he ex-
plains. “Now what we’re trying to do is develop data assets that are go-
ing to be more focused on speci�c entities. We’re looking at data assets 
around customer interaction, claim and claim interaction, prospects and 
prospect interactions.”

AXA’s analytics organization comprises two major threads, DiModug-
no explains. On one side is the acquisition and management of raw data 
— a more technology-driven piece around compliance and security. That 
practice has evolved over time, he notes, as consumers and regulators 
have themselves become more mature about how much of their personal 
data is out there for companies to access.

“�e first step is actually building an infra-
structure where you bring in meaningful data. 
Many data warehouse projects stop without 
doing anything. How do we do this in a smart 
way that continues to see the value?”
—Harsh Tiwari, chief data officer, CUNA Mutual
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have developed prediction models which outperform any underwriting 
models in the marketplace,” he says. “Not only can we use them to im-
prove our own facultative underwriting decisions, but we can also o�er 
models to our customers as a value-added service.”

Gen Re’s decision analytics team has been in place for �ve years, Hu 
says. Charged with improving data gathering and data management pro-
cesses for both internal and external data, it collaborates with IT and busi-
ness units like underwriting and actuarial “to maximize the advantages 
provided by available data.”

“The key driver for us has been the competitive advantage that can be 
gained through improved underwriting via analytics,” he says. “Going for-
ward we will focus on additional products and other functions including 
claims and marketing.” 

Munich Re: A Future Focus
Munich Re’s chief data o�cer, Wolfgang Hauner, says the company is 

looking to innovate more, leveraging new partners from the startup com-
munity to add to its analytics portfolio.

“Having senior innovation executives co-located at Plug and Play’s Sil-
icon Valley facility has given us the opportunity to learn and experiment 
with new technology and provide valuable insight to entrepreneurs about 
the insurance vertical,” Hauner says. “Our goal here is to understand the 
future of risk and identify new opportunities for our global reinsurance 
and specialized primary insurance business.”

Analytics serve to help Munich Re “push the boundaries” of insurabil-
ity, Hauner explains.

“Our central center of competence is connected to various analytics 
units and helps us to bring big data approaches to our core business and 
de-centralized analytics units,” he says. “More speci�cally, some of our new 
platforms are geared towards a faster evaluation of data, while in other 
cases big data has in�uenced our approaches to understanding risks. This 
applies to all lines of business and has e�ects across a wide range of �elds.”

In addition to Plug & Play, Munich Re is partnered with Hortonworks 
in Germany, which is helping the company develop a Hadoop-powered 
data lake. “Our cooperation with Hortonworks is an important part of our 
infrastructure design that will allow us to gain more insight by combining 
internal and external data,” Hauner says.

Danni Santana con-
tributed reporting.

“Combined with advancements of machine 
learning technology, we have developed pre-
diction models which outperform any under-
writing models in the marketplace.”
— Guizhou Hu, MD, Ph. D; VP and chief of decision 
analytics, Gen Re

ANALYTICS

In January, Celent analysts Craig Beattie and 

Nicolas Michellod  took a look at how far insurers had 

advanced in leveraging analytics.  e survey of more 

than 200 insurance professionals across lines of 

business and of varying titles revealed the top areas 

in which their companies were using data to improve 

operating results: 

1. Customer segmentation

2. Pricing optimization

3. Underwriting

4. Fraud detection

5. Management information

6. Regulatory reporting

7. Capital modeling

8. Catastrophe simulation

9. Economic scenario simulation

Source: Celent, “Bigger Data: A Look at How Far Insurers 
Have Moved to Take Advantage of Opportunities” study; 
sample: 232

Top 9 Insurance Analytics 
Priorities
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CSC to Administer 7 
Million MetLife Policies 
in BPS Agreement
CSC has signed an business 
process services agreement 
to administer nearly 7 million 
closed-block life and annuity 
policies for MetLife.

Under the terms of the 
agreement, CSC will provide 
call center, operations and IT 
support, as well as policy ad-
ministration on CSC insurance 
processing platforms. More 
than 1,000 MetLife employees 
will be o�ered positions with 
CSC analogous to their cur-
rent position with the insurer.

“Our strategic partnership 
with CSC enables us to simpli-
fy our operating environment 
while continuing to deliver 
a di�erentiated customer 
experience,” said Marty Lip-
pert, executive vice president 

and head of MetLife’s Global 
Technology & Operations 
organization. “CSC has com-
mitted to ensuring a seamless 
transition for our employees 
and customers.”

MetLife and CSC have had 
a technology relationship for 
several years, including core 
systems and analytics.

Mutual Reinsurance 
Adopts New Policy 
Admin Suite
Mutual Reinsurance Bureau 
has selected StoneRiver, Inc’s 
Universal Reinsurance System 
(URS) to improve policy ad-
min processes for clients, the 
company announced.

The reinsurer will lever-
age URS to move away from 
current legacy systems. The 
new automated software 
will provide Mutual Re with 

full underwriting, claims, 
accounting, and reporting 
capabilities, according to the 
companies.

“Our company has a long 
history of helping insurance 
companies band together 
to meet their reinsurance 
needs,” said Scott Johannsen, 
vice president and CFO, 
Mutual Reinsurance Bureau, 
in a statement. “To address 
current regulatory and report-
ing requirements, we wanted 
URS for its strong automation 
that will provide auditable 
processing, manage complex 
reinsurance transactions, 
and quickly respond to new 
reinsurance o�erings.”

American Modern
Retools Systems 
Around Analytics
American Modern Insurance 
Group has announced the 
implementation of AMsuite, 
a new policy, billing and 
analytics platform designed to 
support the company’s suite 
of personal lines products.

According to the insurer, 
AMsuite will automate manual 
processes resulting in greater 
e�ciency for agents and cus-
tomers. For example, the new 
platform includes an auto�ll 
component, which pre-pop-
ulates �elds with information 
previously entered. Agents 
can also easily add or remove 
endorsements, eliminating 
the hassle of cancelling or 
re-writing policies.

“AMsuite is an example 
of how we are responding to 
changing market needs and 
conditions,” said Stephen 
Russell, chief actuary at Amer-
ican Modern, in a statement. 
“Our goal is to create an 
e�cient, streamlined system 
that promotes ease of use for 
the agents we work with and 
their customers across all 50 
states.”

AMsuite is operational in 
Ohio, Idaho and Wisconsin 
and will roll out to all 50 
states over the next few years.

ICW Group to Revamp 
Claims Systems
AICW Group, a group of 
P&C insurers specializing in 
workers’ compensation, has 
completed the implementa-
tion of Systema Software’s 
SIMS Claims system.

The companies used a 
hybrid approach to install the 
software, using facets of agile 
and waterfall methodologies. 
ICW Group now has SIMS in 
production, helping to man-
age its workers’ compensation 
claims. The insurer expects 
SIMS Claims to deliver ease-
of-use and drive even greater 
bene�ts in the next phase of 
its SIMS enhancement proj-
ect, the company said.

“We spent extensive time 
understanding our objectives, 
gathering requirements and 
mapping them to SIMS. We 
leaned heavily on Systema’s 
expertise, as their team mem-
bers knew SIMS best and had 
implemented it many times 
before for other clients,” said 
Pam Boutsaboualoy, business 
implementation manager at 
ICW Group, in a statement. 
“Selecting SIMS was the most 
important piece. We knew the 
system would �t our needs, 
not only today, but also as we 
continue to grow and expand 
our business.”

Safety National
Chooses Guidewire
Safety National Casualty 
Corporation announced the 
implementation of Guidewire 
Software, Inc.’s ClaimsCenter 
and PolicyCenter as its new 
claims and policy admin 
platforms.

As part of the agreement, 
the specialty insurer will 
also receive Guidewire’s 
rating system and customer 
communication tools, part of 
PartnerConnect. ClaimCenter 
and PolicyCenter will replace 
Safety National’s internally-de-
veloped systems, allowing 
it to improve operational 
e�ciencies and reduce costs 

while improving customer 
experience, according to the 
company.

“We are a specialty carrier, 
so having a con�gurable 
system supported by a solu-
tion that enables us to stay 
current on industry standards 
appealed to us greatly,” said 
Chris Gri�th, chief informa-
tion o�cer of Safety National, 
in a statement. “It is excellent 
to be on a platform that is 
recognized as an insurance 
industry leader. By selecting 
Guidewire, we know we are 
working with a true partner 
and don’t have to worry that 
our partner doesn’t under-
stand our business or isn’t 
listening to us.”

Safety National is installing 
Guidewire’s products concur-
rently nationwide.

Island Insurance Selects 
Valen Analytics
Hawaii-based Island Insurance 
has selected the Predict appli-
cation from Valen Analytics to 
aid its underwriters.

Predict, a component of 
Valen’s InsureRight Platform 
for workers’ compensation 
insurers, will help Island 
improve visibility into risk 
selection and pricing on new 
and renewal policies.

“In order to maintain a 
leadership position in today’s 
highly competitive market, we 
are constantly striving to im-
prove our underwriting per-
formance,” said John Schap-
perle, president and CEO of 
Island Insurance Companies. 
“The analytics technology 
provided by Valen will be a 
vital tool to improving our 
pricing models, as well as our 
overall e�ciency.”

Island and Valen worked 
together to develop a pre-
dictive model tailored to 
the insurer’s portfolio and 
business needs. The idea is to 
improve consistency in ana-
lyzing policies so that agents 
and underwriters can do their 
jobs faster.

Homesite Insurance, a wholly-owned subsidiary of American 
Family Mutual Insurance Company, has announced an exten-
sion of services with Majesco.

Homesite will use the software provider’s multi-line cloud 
platform, Majesco P&C Suite Cloud, for its commercial line of 
business. The P&C Suite includes policy administration, billing, 
claims, rating and underwriting tools as well as ISO bureau 
content, allowing Homesite to introduce products and reach 
new markets quickly.

“We have successfully worked together with tangible ben-
e�ts and value-add achieved through our collaboration,” said 
Peter Settel, EVP and CIO of Homesite. “Majesco’s multi-line 
cloud platform aligns well within our overall platform vision 
and architecture. As we continue into Homesite’s next stage of 
growth across personal and commercial lines, we view Majes-
co as a key partner and we expect to build upon our existing 
relationship.”

The insurer now joins more than 30 insurance companies as 
Majesco cloud customers. 

Last year,  on the personali lines side, Homesite implement-
ed Innovation Group’s Insurer Claims to replace a home-grown 
system.

Homesite to Use 
Majesco’s Cloud 
for Commercial

WHO’S BUYING WHAT
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TELEMATICS

Usage-based insurance growth has stalled, but insurers are still 
exploring its potential — and other use cases for telematics technology

TELEMATICS AT A
FORK IN THE ROAD

Is telematics running out of gas as an insurance 
disruptor? It’s in danger, according to some in-
dustry experts.

In Novarica’s recent report, “Telematics in 
Insurance: Current State of UBI and Market 
Challenges,” the company notes that telemat-

ics-powered usage-based insurance is being adopted 
at about a 5% rate in the U.S. That’s about half of the 
consensus expected growth rate of 10%, says report 
author Thuy Osman.

Strategy Meets Action partner Mark Breading also 
warns insurers that the UBI market looks like it is slow-

ing down. In his recent report, “Telematics in P&C In-
surance: The Need to Move Beyond Pricing,” Breading 
writes that “after a spurt of activity, the introduction 
of programs into the market has slowed.”

In a survey of 45 P&C insurance professionals, SMA 
determined North American insurers are not only be-

By Danni Santana
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hind Europe in services and perks o�ered to policy-
holders, but they are also not doing as much with the 
data they do collect.

“They know they are collecting a lot of data, but 
also know that it is also very narrowly focused [in 
terms of use],” Breading says. “Some of that has to do 
with a need for insurers to build a historical base of 
data before progressing.”

Mid-sized carriers are also seemingly uninterested 
in pursuing telematics and UBI, SMA says. Four in 10 
insurers have no plans at all to enter the market, ac-
cording to the survey.

“Smaller carriers are so consumed with trying to 
modernize core systems and �guring out mobile and 
portals, that they �nd implementing a UBI program to 
be fairly complicated,” Breading said.

Enhancing UBI Models
Both analysts agreed that insurers need to �nd a new 
hook to entice consumers to adopt UBI in order to 
bring growth up to the levels that the industry expect-
ed a couple years ago. Currently, the go-to strategy is to 
o�er a discount on premium for giving insurers access 
to data, whether via an on-board device or through 
some other channel, like a smartphone. But insurers 
need to be more strategic, according to Osman.

“The discount model will remain because it is 
something consumers can associate with a gain, but 
it should not be marketed as the main value proposi-
tion,” she says. 

Tailoring UBI programs to speci�c audiences, 
like Travelers Insurance’s IntelliDrive program for 
low-mileage drivers and American Family Insurance’s 
TeenSafe Driver product for parents of teen drivers, 
are the kind of speci�c, focused value propositions 
that can drive adoption, Osman says. 

Gami�cation is also popular, she adds: When riv-
ers can earn rewards points towards gift cards at 
popular brands and restaurants, by driving safely, it  
“intensi�es their participation and modi�es driving 
behavior,” she explains. 

For the wider audience, o�ering ancillary bene�ts  
to drivers like roadside assistance, vehicle diagnostics 
or �rst notice of loss of a claim is important, Breading 
says. He also suggests providing safety tips to drivers 
and alerts of any severe weather that may be coming 
their way. Teaching customers new travel routes — 
thereby cutting down travel time — can also be bene�-
cial to the customer, he continues.

 
What The Future Holds
It’s not news that advances in vehicle technology are 
having a major e�ect on auto insurers. For usage-based 
insurance speci�cally, the ability to collect data on 
drivers is getting more sophisticated every day. 

The �rst major shift was from the “black box” that re-
quired installation to the plug-and-play dongle, Osman 

TELEMATICS

�ough consumer adoption of 
usage-based insurance has slowed, 
insurers are still pursuing telematics 
innovation. �is year, several carriers 
have introduced new usage-based 
insurance efficiencies—some 
offering texting capabilities while 
others focus on gamification and 
roadside service to sweeten the pot 
for customers.

Liberty Mutual: Liberty Mutual’s 
usage-based insurance product, 
RightTrack, is now available as an 
in-vehicle application on Subaru’s 
Starlink connected car platform. �e 
companies made the announcement 
in January. By linking the car’s 
computer and smartphone, 
customers can send Liberty Mutual 
relevant driving data to determine if 
they are eligible for discounts. �e 
app also provides real-time feedback 
reports and coaching for drivers.  

Nationwide:  Back in March, 
Nationwide rolled out a mobile UBI 
option for customers. �e expan-
sion of the insurer’s dongle-based 
SmartRide program was launched in 
partnership with LexisNexis Risk 
Solutions. Nationwide’s program 
allows members to save an average 
of 10% at signup and up to 40% after 
six months of driving with no 
penalty. At release, SmartRide 
Mobile was deployed in 25 states. 

Esurance: Esurance’s release of its 
DriveSense UBI app began a busy June 
for the insurer—having launched a 
home inspection app just weeks later. 
�e mobile application uses a risk 
meter to evaluate users’ driving habits. 
Notifications are then sent directly to 
the driver. Other features include a 
detailed trip history widget with 
records of policyholders’ last 100 trips 
as well as automated text messaging 
when a vehicle is in motion.

Answer Financial: �e Allstate 
subsidiary released its new us-
age-based insurance app, Streetwide 
Drivers Club, in July. �e mobile app—
available on iOS and Android—allows 
drivers to earn rewards points toward 
gift cards on popular retail brands and 
restaurants. Users receive 10,000 
rewards points upon signing up along 
with immediate premium discounts.

-Danni Santana

Insurers Try New Angles to Jumpstart UBI

explains. Eventually, the ubiquity of smartphones and 
their ability to transmit real-time location and speed 
data has presented insurers with a choice: Make opting 
in more convenient for drivers, or get higher-quality 
data from a device. And just as insurers realized the po-
tential for smartphone data, cars began rolling o� the 
line with full computing platforms installed. 

“Concerns about the [data quality from] smartphones 
prevented it from fully replacing the dongle, but the con-
nected car might replace it completely,” Osman says. 

Going a step further, Breading says that telematics 
“as a separate solution or entity has about a decade left” 
and that usage-based insurance e�orts by insurers and 
connected car e�orts by automakers “will ultimately 
converge.” As the �eet of car on the road tilts more to-
ward newer connected vehicles, insurers won’t have to 
do as much of the legwork to collect data by sending out 
a device or developing a smartphone app, he explains.

Allstate’s New Approach
A new initiative from Allstate o�ers a view into how in-
surers could leverage telematics expertise under this 
new paradigm. The company has launched a stand-
along unit called Arity, which will provide telematics 
data and analytics services to third parties — potential-
ly including other insurance companies.  

“This provides us with the strategic and operating 
�exibility to capture additional value from our grow-
ing connected customer base,” Allstate CEO Tom Wil-
son said in the company’s Aug. 5 earnings call. “It also 
enables other companies to connect with their cus-
tomers by using this platform and Arity’s capabilities.”

Allstate’s decision to leverage its telematics analyt-
ics expertise as a strategic asset is an indication that 
insurers see connected cars disrupting their business, 
says Novarica president and CEO Matthew Josefowicz.

“P&C insurers are not going to be content to have 
their fortunes completely hostage to a low margin, 
commoditized business like mass market personal 
auto,” he explains. “They are going to look for new 
services that they can o�er based on their extensive 
knowledge of risk.”

Celent analyst Donald Light, who has posited in 
the past that auto insurance premiums are destined 
to fall as car technology continues to advance, agrees 
that Arity is an indication that insurers recognize the 
disruptive potential of connected cars and are looking 
for alternative ways of handling it.

“Allstate’s intention is to have [Arity] supplement 
its insurance business,” Light says. “If auto insurance 
premiums drop over the next �ve to 10 years, revenue 
from the new unit could at least partially �ll the gap.”
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Smart Home

Home insurers are getting in on the ground �oor with smart home device 
companies in order to be prepared for the revolution in risk mitigation 

INSURERS TACKLE
THE SMART HOME

The property and casualty insurance in-
dustry is taking a closer look at the po-
tential for smart home devices.

Observers expect that smart homes 
will have a similar e�ect on home insur-
ance that telematics and the connected 

car did for auto insurance. Soon, carriers aim to use 
connected-home technology for claims avoidance, 
underwriting and improved interactions with home-
owners beyond just creating a policy. That’s accord-
ing to new research from technology-research �rm 
Gartner. And, some insurers are beginning to invest in 

connected-home companies using their internal ven-
ture capital arms.

But there are still obstacles in the way of fully real-
izing smart homes’ potential. Unlike telematics in auto 
insurance, there is no set standard yet of how to lever-
age data insurers collect from households, according 

By Danni Santana
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to Kimberly Harris-Ferrante, distinguished analyst at 
Gartner. Customers are also not adopting smart home 
technology as quickly as the industry would like. As a 
result, insurers have adopted a wait and see approach 
as more tech trickles out from incubators and start-
ups.

“This is the future of insurance, but carriers have 
to �gure out the partnership model, how to make use 
of the data and how to actually get the device in the 
consumers’ hands,” Harris-Ferrante says.

A Big Insurer’s Game
Only the top insurers—in terms of premiums—are ac-
tive participants in the market, according to Gartner. 
Led by Liberty Mutual, Allstate and State Farm, car-
riers work with vendors in a quid-pro-quo scenario, 
o�ering a large client base to suppliers. 

In return, insurance companies receive month-
ly customer data and an inventory of smart devices, 
including water sensors, automated smoke detectors 
and burglar alarms.

With recent investments in smart-home startups 
Canary, Notion and August Home, Liberty Mutual 
is the one of the industry’s biggest contributors so 
far. Its Smart Home Discount Program o�ers deduc-
tions on premiums to policyholders who opt to in-
stall smart home devices. The insurer �rst ventured 
into the market with its partnership with Nest Labs 
in June 2015. 

“Monitoring your home is important — not just 
for personal and property security, but also to detect 
when there are abnormalities in your home environ-
ment, like temperature and humidity �uctuations,” 
said Chad Lovell, assistant VP & managing director, 
emerging partnerships and strategic programs, Lib-
erty Mutual. “All of this leads to a smarter and safer 
home with less worry.”

Admittedly, carriers are thinking long-term about 
smart home devices as they ponder how to analyze 
the unstructured data homeowners send over. Market 
progression has lagged compared to telematics, as a 
result, according to Gartner.

For insurance companies actively looking to in-
vest in smart homes, �nding a vendor whose network 
works well with all of the di�erent types of sensors in 
the market also remains a burden. 

“There is no consistency in the home market like 
there was in usage-based insurance,” said Je�rey Ill, 
VP of homeowner product at Esurance. “That dongle 
could be plugged into any car to get a read. But there 
is no network yet to hang all devices o� of and get all 
the readings you’d want from a home.”

Esurance is currently in talks with a number of 
vendors, according to Ill. But when it enters the smart 
home market, it plans to partner with a vendor that 
o�ers one universal system for better loss prevention 
and mitigation, he added. 

Vendor Patience is a Virtue
Vendors understand that there is still a lot of work 
to do. Similar to insurance carriers, vendors aim to 
change customer perception of home security, ac-
cording to Notion CEO and co-founder Brett Jurgens, 
whose company began working with Liberty Mutual 
and XL Group in June. 

A majority of consumers believe home security sys-
tems are unnecessary, he explains. That’s why his com-
pany, which is based in Denver, is marketing a home se-
curity system tailored to provide only the components 
individual customers want. Notion hopes to convince 
potential customers that other features, such as tem-
perature detection, water leak sensors and garage door 
smart locks are equally important. 

“Insurance could be the catalyst for the Internet of 
Things reaching the mass market,” said Jurgens. “It’s 
not very re�ned yet, so we are seeing lots of heavy test-
ing up front. Lots of time and patience is needed to 
work with insurance companies because they have a 
high bar when it comes to security.” 

Only an estimated 7 percent of consumers in mature 
markets — including the U.S., U.K. and France — have 
subscribed to a home-monitoring service, according 
to a recent Gartner survey. The reluctance is best ex-
plained by consumers’ opposition to the “Big Brother 
aspect,” Harris-Ferrante says. “UBI has an on/o� switch, 
but with home telematics it’s all or nothing.”

Smart home participants are also looking for anoth-
er incentive to share data besides monthly discounts 
on premiums. In most cases, homeowners receive in-
stant savings from insurers by just providing a copy of  

a basic security system contract.
“Consumers worry about the complication of some 

of the solutions in the market as well as the privacy 
and data security of their home,” said John Carter, 
head of communications at Canary, a startup and 
smart home partner of State Farm and Liberty Mutu-
al. “Ours is easy to set up. We like to make sure our 
system is more secure than anything else out there.”

Future of Home Telematics
Gartner predicts the connected home market will 
grow steadily over the next �ve years, but won’t fully 
mature until 2026, contradicting many experts’ two-
to-three year projection, the �rm says. 

Slow progression is credited to a general lack of un-
derstanding of consumer data and low adoption rates. 
Fortunately, at a time when insurers are struggling to 
drive customer loyalty, smart homes provide an extra 
touch point with policyholders, which can help im-
prove relations.

“Carriers understand they cannot just sell a policy 
and wait for a claim to come in,” said Harris-Ferran-
te. “They learned a lot of this from telematics in auto, 
which is much more advanced.”

Even after the industry sorts through its troubles, 
the smart home market may be only suitable for Tier 1 
insurers to exploit, she concludes.

“For the big guys with a huge number of policies, 
smart home investments are worth it to build up their 
analytic strategies. We predict a majority of insurance 
companies won’t, however, thanks to the high costs of 
entering the market.” 

Smart Home

�e connected devices that turn a 
regular home into a smart home 
measure moisture levels, track for 
suspicions activity, and more. Here 
are some of the creations that have 
caught insurers’ eyes:

 

August Home
Insurance Partners: Liberty Mutual
August Home produces smart locks 
that that connect to smartphones 
via bluetooth . �e battery-operated 
locks allow users to create virtual 
keys for guests and monitor 
entrances. �ere is also a doorbell 
cam that lets users view who is at 
their door remotely.

Notion 
Insurance Partners: XL Group, 
Liberty Mutual
Notion is a supplier of smart home 
sensors. Its devices track water 
leaks and send alerts to customers’ 
smartphones when garage doors 
and windows are left open or a 
smoke alarm goes off.

Canary
Insurance Partners: State Farm, 
Liberty Mutual 
�is security system sends video and 
audio alerts to users’ smartphones 
when suspicious activity is detected. 
Other features include night vision for 
clearer display at night, a 90-plus deci-
bel siren to alert authorities and up to 
30 days of cloud storage. �e device 
also monitor air quality, temperature 
and humidity in their home. 

Smart Home Nuts and Bolts
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A
s with most insurers’ core systems, 
the source of claims’ greatest 
challenges is the same source as its 
greatest opportunities: technology.  

As customers continue to raise expectations 
related to technology-enabled claims service, 
carriers are in a scramble to improve claims 
handling and communication processes so 
they can leverage the opportunity to turn 
a negative (claim) into a positive (customer 
retention).  This requires investment in both core 
technology systems and associated processes, 
yet according to the most recent survey of 
Novarica’s Insurer Research Council, only 
8% of carriers queried said they had a claims 
replacement initiative already in progress. The 
bulk of respondents, 30% and 26% respectively, 
reported they are making minor enhancements 
or simply maintaining what they have. 

“My high-level sense is that among 
insurers, core systems conversion 
is about 25% complete (it has 75% 
to go),” says Stephen Applebaum, 
managing partner, Insurance Solutions 
Group, and senior adviser, StoneRidge 
Advisors. “If all the data and any 
possible actionable information is 
siloed, then it’s of no use.”

The good news is that issues affected 
by legacy claims technologies are 
becoming a top-of-mind concern 
for insurers, largely because dated, 
inefficient technology can have 
profound effects on this already 
complex business unit, as well as on a 
carrier’s bottom line.  

“When it comes to claims handling, few 
people outside the industry are aware 
of the vast amount of critical checks 
and balances and documentation 
necessary to get a claim processed,” 
says Susan Crowe, CPCU, AIC, ARe, 
a director of content development at 
The Institutes, a risk and insurance 
knowledge group. “Unlike other jobs in which 
having ‘your own organized chaos’ works to 
an extent, claims handling requires diligent 
organization and prioritization to ensure a claim 
is processed accurately and on time.”

That organization and prioritization is multi-
level at its core and involves a multitude of 
workflow processes undertaken by a legion 
of stakeholders, including the insurer, a host 
of third parties, and technology solution 
partners. These processes include coverage 
verification, reserves, payments, recoverable 
tracking, management of third-party providers, 
litigation tracking, catastrophe tracking, special 

investigative unit functions, fraud 
detection and detailed transaction 
logging for each claim.

For example, consider the technology 
and processes involved in assigning a 
claim to an adjuster upon receipt of the 
First Notice of Loss (FNOL).  It’s well 
known that claims leakage can occur 
if the wrong adjuster is assigned, so in 
order to match the best possible field 
resource to the job at hand, the insurer 
must evaluate a host of data points, 
including his/her qualifications, skill set 
and state licensing, and the adjuster’s 
existing file load and availability based 
on loss location. 

When we introduce modern 
technology—in this case an automated 
claims routing system that processes 
multiple data sources in real-time—
it’s possible to triage and dispatch 
new claims assignments based on 
information gleaned from the FNOL. 
When we include integration such as 
a shared calendar, location-based 

technologies, and a mobile app and camera for 
onsite reporting, the claims cycle is shortened 
considerably. 

With the example above, managing distributed 
workflows that facilitate a version of straight-
through processing (STP) is critical to 
improving how core claims systems function. 

In its report “The New Normal for P/C Insurers,” 
Novarica states that carriers are further along 
on the path, with both midsize and larger 
P/C carriers showing substantial capabilities 
in skills-based routing of incoming claims.  
And while deployment of STP capabilities 

CLAIMS: FUTURE STATE   OR BUST

C L A I M S  A N D  A N A LY T I C S

Forward-thinking insurers are more aware than ever that the benefits of investing  
in claims core systems modernization far outweigh the negatives.
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CLAIMS: FUTURE STATE   OR BUST
at midsized carriers is significantly less than 
larger carriers, there is movement toward this 
capability, notes Steven Kaye, Associate Vice 
President of Research with Novarica. 

Kaye notes that some insurers are looking 
at enhanced frameworks that can facilitate 
automation of claims adjuster assignments, 
and some are extending their capabilities to 
losses reported by claimants via customer 
service portals.  

“Generally with core systems, there are 
significant investments in time (staff) and 
resources,” Kaye says. “It’s gotten easier as 
systems are more componentized and written 
in more modern languages,” Kaye says, 
“because it’s easier to put a wrapper around 
something or do a piecemeal transformation.” 

The application of modern, automated claims 
components can expedite simple, routine claims 
or facilitate the processing of hundreds of claims 
at once (during a catastrophe), removing manual 
steps that drag down the overall process.

For an insurer, efficient processing is the 
opportunity to turn every claim into an 
opportunity to create value, so providing claims 
professionals with the tools and real-time 
information necessary to automate the clerical 
aspects is vital.

THE IMPACT OF ANALYTICS
The onslaught of newer technologies also 
heralds challenges and opportunities. Chief 
among the newer technologies in play or 
being considered by all size carriers is claims 
data analytics used to build predictive models 
across multiple areas for anomaly detection, 
predictive fraud and severity scoring, and loss 
mitigation, notes Kaye.

“We are also seeing insurers use analytics-driven 
subrogation and alternative payer identification, 
as well as automated requests for third-party 
data when a claim is initiated,” says Kaye.

There is some debate about where analytics 
matter most, but two areas stand out: in 
predictive modeling that serves to proactively 
reduce risk exposure, and to improve customer 
engagement. In both cases, insurers have a 
unique opportunity to apply analytics to the 
claims process for a positive return.

REDUCING EXPOSURE
For example, if an insurer can employ 
predictive models that identify where the 
highest areas of risk are, they are better suited 
to apply the most appropriate Method of 
Inspection (MOI).

“The average life of a claim is 14 days,” notes 
Applebaum. “If an insurer implements analytics 
in claims FNOL on an auto claim and uses 
analytics to do MOI, it brings together third-
party vendors, salvage yards, and more. By 
the time the adjuster is assigned, the insurer 

already knows up to 10 facts about the claim—
by applying analytics to the front end of this 
process, the insurer can apply triage efforts to 
the MOI for improved results.” 

Understanding the reasons behind a condition 
hazard equates to a better understanding 
of the current risk indicators, according to 
Applebaum. “Now consider applying that 
to 10,000 claims per month—I’m not only 
identifying the risks to be reviewed, but also 
the most appropriate method to review them.  
Analytics gives me that.”

Andrew Rice, Vice President of Analytics for 
The Weather Company, suggested during the 
FC Business Intelligence Insurance Analytics 
USA Summit in Chicago earlier this year 
that combining analytics with a proactive 
communications effort plays forward to a 
win-win for the insurer and the policyholder. 
Rice offered the example of The Weather 
Company, in partnership with an analytics 
technology provider and the insurer, sending 
text messages to policyholders whose cars 

C L A I M S  A N D  A N A LY T I C S

Forward-thinking insurers are more aware than ever that the benefits of investing  
in claims core systems modernization far outweigh the negatives.

Continued on A8

WHERE’S THE ROI??
From an economic standpoint, 65 cents of every dollar earned by an insurer is spent 
on claims, making claims efficiency and related improved customer service a huge 
priority in an insurer’s cost center. 

Within any given claims organization, there are some areas that are in more need of attention than others.  But 
making the argument for the investment in technologies that will improve the overall claims process can be made 
if the focus is on the short and long-term returns.

Investment in analytics might offer a faster return, especially if it’s designated for fighting fraud, notes Steven 
Kaye, associate vice president of Research, at Novarica.  Kaye points to Liberty Mutual’s efforts within its workers 
compensation area.  “Essentially they built a model that identifies certain factors that would lead to a higher 
severity claim—certain variables with higher predictive value. Then they listed the steps you can take – working 
with medical professionals to ensure a better outcome for employee and employer. Being able to predict the 
severity of a given loss and take proactive approaches to loss reduction is very effective.”

Kaye says that within his research firm the analysts tend to talk about the investment’s value and capabilities.  
“Where do insurers see greatest value?  Most likely in preventing fraud, because the earlier you intervene in the 
claims process, the easier it is to catch it and lower the impact. Just automating processes can yield results in 
being more productive, or postponing hiring staff.” 

Another source of value is with experienced claims staff, which plays toward the insurer’s long-term objectives.  
“Automation can free up their time spent on routine claims, or allow them to pass on their expertise to other staff – 
especially in light of the expertise that is aging out and retiring,” adds Kaye.

A3
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I n response to the digital revolution, insurance organizations must think about creating 
a superior digital experience for their customers. Today, digital consumers are almost 
always connected to the Internet, email, and social media. They often own several 

digital devices, including smartphones, tablets, and wearables. Members of this “touch 
and click” generation embrace technology, as well as the use of digital transactions. They 
have high expectations that systems will be intuitive and easy to use. In fact, customer 
expectations have been shaped by digital experiences with companies like Amazon and 
Uber. Needless to say, the bar is set high and continues to rise. 

Creating a superior digital experience can present challenges as well as opportunities for 
insurers. According to the McKinsey & Company report, “Making of a Digital Insurer,” only 
5% of an insurer’s processes are fully digitized or automated—meaning there’s significant 
room for improvement and innovation. The following includes key considerations in 
creating a superior digital experience for claims customers: 

•  Intuitive Interfaces. User interface (UI) design is crucial to compete and stay relevant. 
As Apple proved with the introduction of the iPhone and iPad—elegant, intuitive, and easy-
to-use products are important to consumers. In fact, ease-of-use is no longer a trend; it’s 
a competitive imperative that has led other technology companies, such as Google and 
Microsoft, to refresh their UIs in order to remain viable in an increasingly digital society. 

•  Speed & Flexibility. Today, transactions must occur at a “digital” pace or risk being 
perceived as slow and antiquated. Digital business is all about speed, flexibility, and 
convenience. Processes must be real-time, mobile-enabled, and driven by data and 
analytics. 

•  Mobile. Today, 68% of U.S. adults have a smartphone, and tablet ownership has edged 
up to 45% among adults, according to 2015 survey data from the Pew Research Center. 
With mobile and tablet use growing exponentially, neglecting mobile will be akin to 
turning one’s back on the future.

•  Cloud Computing. Digital consumers are accustomed to subscribing to software, like 
Microsoft Office 365 and Adobe products, and they’re making similar selections for 
their companies’ computing needs. Mature enterprises turn to cloud computing for both 
software and infrastructure needs. And with good reason, cloud computing can provide 
organizations with a flexible, scalable, low-cost alternative to traditional IT and software 
delivery models, and therefore, has emerged as an important digital strategy.

•  Digital Intelligence. Business leaders realize they need to be able to gather and 
analyze data, as it can fuel the insights and innovations that set their companies apart 
and give them a competitive advantage. As such, organizations need powerful and 
sophisticated Business Intelligence (BI) tools capable of dealing with an exponential 
volume of data. In addition, analytics can help predict outcomes, drive prescriptive 
actions, and ultimately, result in more informed decision-making. In essence, BI is 
required to obtain optimal value from any digital investment. 

•  Social Media. Insurance organizations must also embrace social media. It’s a relatively 
inexpensive marketing tool and a means to engage with and influence digitally savvy 
millennial customers. 

A Claims Platform for a Superior Digital Experience 

To implement the components above, organizations must be prepared to let go of legacy 
claim systems—which are resistant to the change and integration necessary to create a 
superior digital experience—and adapt more modern solutions. 

Systema Software offers SIMS Claims™, the newest, most digitally advanced claims 
solution. This system provides a modern platform, elegant user experience, robust 
functionality, and extreme flexibility. SIMS is easy to configure to meet any insurance 
organization’s business needs. With an agile approach to implementation, clients can 
quickly put SIMS into production, so they can reap the efficiency and cost-saving benefits 
sooner rather than later. 

Following in the footsteps of other digital innovators, Systema Software has updated SIMS 
Claims with a completely refreshed UI design, making it contemporary but keeping the 
same powerful engine and logic underneath. 

In addition to an elegant design, Systema offers SIMS Insight, a BI module with powerful 
data analysis and reporting capabilities. Using these tools, clients have the metrics they 
need to improve claims results, reduce costs, and minimize future risk. 

Leaders in the Digital Age 

In today’s unrelenting march toward digitization, insurers cannot afford to sit on the 
sidelines. Staying in place is tantamount to lagging behind. When looking for a place to 
start, claims is a prime opportunity that can yield immediate and significant gains. 

With a digitally sophisticated solution like SIMS Claims, insurers will be equipped to 
deal with the uncertain although exciting path ahead. With this platform, insurers can 
reengineer claims to leverage greater efficiency, increase savings, and enhance customer 
service. In short, they’ll be able to establish themselves as leaders in the digital age. ■

CREATING A DIGITAL CUSTOMER 
EXPERIENCE FOR CLAIMS 

Jose Tribuzio is the founder and CEO of Systema Software (www.systemasoft.com). He has more than  

20 years of experience in the software industry. Since 2001, he has focused solely on developing insurance 

software solutions that provide a unique combination of value, flexibility, and functionality. He can be reached  

at jose.tribuzio@systemasoft.com. 

IF YOU’D LIKE TO KNOW MORE, PLEASE CONTACT US: 
Systema Software 900 Larkspur Landing Circle, Suite 201, Larkspur, CA 94939 

EMAIL: sales@systemasoft.com | CALL: 800-272-9102 | VISIT: www.systemasoft.com
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Experience the  
New SIMS Claims  
User Interface

Browser Compatibility  
Safari, Chrome, Firefox, Internet Explorer, Edge.

Amplified Performance   
Even faster than before.

Intuitive Design  
Elegant, efficient, and easy to use.

Powerful Architecture  
More flexibility and robust features.

Business Intelligence  
Stunning interactive reports and dashboards.

Any Device  
Flexible from desktop to tablet.

Fast. Flexible. Functional.

900 Larkspur Landing Circle, Suite 201, Larkspur, CA 94939
www.systemasoft.com • sales@systemasoft.com
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MATHIS III
VP of Claims Products and Strategy

 
How is today’s growing world of 
digital interactions impacting claims 
processing success?

Claims processing is becoming more advanced 
with greater digital interaction. The growing world 
of ‘digital’ has become an enabler for carriers 
to offer a more personalized user experience 
supported by digital means. Digital interactions 
will continue to increase and with this demand, 
comes the disengagement of people with the 
traditional ways of communication. Within 
claims, this will require a shift in the way claims 
professionals interact and exchange information 
– texting and instant messaging vs phone; and 
offering direct claimant access to systems for 
a real-time status of their claim or to adjust 
how they want to receive payment – anytime, 
anywhere, from any device.

From a functional business unit 
perspective (claims as a cost center), 
what does the future hold for insurers 
looking to improve their claims 
processing return on investment?

Insurers can increase ROI by using data and 
analytics to effectively drive timely decisions and 
shorten claims cycle times for higher customer 
satisfaction and customer retention.  Consider 
transforming claims departments into hybrid roles 
of data generalist/claims adjuster.  Insurers who 
understand how to garner insights from the use 
of data extracted from various forms within a 
claim file to support better decision making will 
become essential and roles and responsibilities 
will transform from that of traditional adjusters.  
Willingness to look at the role of claims adjuster 
and claims department through a new lens will 
differentiate carriers into two categories similar to 
“Blockbuster” and “Netflix”.  

Contact Information
Sylvester.mathis@insurity.com

are in harm’s way due to a coming hail storm. 
“In hard numbers, $5 billion in auto hail 
claims could be eliminated,” he said. The 
policyholder is more likely to move their car to 
shelter, because the text is personal, and not 
considered just another weather report. 

“Do the math,” Rice said. “An average car claim 
is about $3,000. There’s a 1-in-1,000 chance 
of an auto hail claim in America every year.  If 
52 percent take action, [then] you get $1.50 in 
claims savings a year per policyholder. And in 
Kansas, it’s $30 because they have a 1-in-50 
chance of experiencing an auto hail claim.”

As stated above, assigning a claim to the 
right resources at FNOL is critical to reduce 
both leakage and cycle time; now by adding 
analytics such as data mining that can cluster 
or group loss type, location and time of loss, 
claims can be scored according to complex or 
high severity, low-exposure, etc. 

According to the Coalition Against Insurance 
Fraud, which estimates that, conservatively, 
fraud steals $80 billion a year across all 
lines of insurance, insurers are prioritizing 
upgrading their analytics in order to detect 
fraud before claims are paid. The Federal 
Bureau of Investigation asserts that the total 
cost of insurance fraud (non-health insurance) 
is estimated to be more than $40 billion per 
year. In both examples, data analytics-driven 
predictive modeling that can identify anomalies 
and patterns of fraud-related events.  

To combat claims fraud, insurance companies 
often develop a fraud analytical engine 
that uses a combination of business rules, 
predictive modeling, text mining, database 
searches and exception reporting. This real-
time or near-real-time analytical engine is 
designed to calculate the propensity for fraud 
at each stage of the claims life cycle.

CUSTOMER SERVICE AND BEYOND
Nowhere is customer engagement more 
important than in the claims area, and much 

rests on how the insurer responds to the 
claimant and how the claims transaction is 
resolved, so much so, it can make or break the 
relationship. Using top-notch analytics can help 
facilitate outstanding claims-related customer 
service, notes Kaye. 

“The claims area is one of the main touch points 
for insurers, and a way to better understand their 
customers,” says Kaye. “We consider it a data 
play – aside from gathering more information 
on their property, we can use analytics to track 
frequency and severity of losses, and create 
proactive notification of problems before they 
become more of an issue.”

Crowe maintains that the end result is being able 
to get to know the claimant on a personal level. 
“Today, the difference among insurers and the 
amount and types of coverage they provide is 
smaller than it’s ever been. It may seem simple, 
but the biggest differentiator among insurers 
is often the lengths they go to understand the 
individual’s unique situation and to provide them 
with a personalized experience.”

Kaye points out that the promise of analytics 
and more advanced technologies is extended 
beyond just customer engagement.  “We 
need to collect the data, but without seeming 
intrusive,” he says, adding that there needs to 
be a conversation between consumers, insurers 
and regulators to better understand what 
appropriate limits should be.  “Some people are 
ok with data sharing, some are not,” he says. 
“The whole idea behind big data and analytics 
is that it needs to be part of a larger vision and 
roadmap for the insurer’s business objectives.” 

NEW TECHNOLOGIES AND  
THE FUTURE OF CLAIMS
In a few short years, insurers have become 
armed with a host of connected devices that 
transmit digital information to proactively 
reduce exposure.  For both personal and 
commercial lines’ carriers, connected sensor-
based devices, telematics and drones 
represent one of the biggest opportunities for 
insurers trying to improve claims operations, 
notes Applebaum. 

Continued from A3

CLAIMS: FUTURE STATE OR BUST

C L A I M S  A N D  A N A LY T I C S

INDUSTRY SPEAKS
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JOSE TRIBUZIO
Founder and CEO

How is today’s growing world of 
digital interactions impacting claims 
processing success?

We’re seeing an unrelenting march toward the 
digitization of traditional business processes, 
including claims processing. Although the 
insurance industry has typically had a bad rap for 
lagging behind, it has begun to leverage digital 
technologies in a trend coined “InsurTech.” These 
InsurTech companies are utilizing digital strategies 
to innovate, streamline, and grow. Within this 
trend, the claims process represents a primary 
opportunity to yield immediate and significant 
gains. Using digital strategies, insurers have been 
able to reengineer claims to take advantage 
of greater efficiencies, increased savings, and 
enhanced customer service. And of course, 
business intelligence is a mandatory part of this 
digital agenda.

Why is an insurer’s platform so important 
when it comes to speed and accuracy of 
claims-related communications?

An insurer’s platform is crtical to acclerating 
claims-related communications and delivering 
upon the expectations of today’s digital 
customer. Consumer expectations have been 
shaped by digital experiences with companies 
like Amazon and Uber. As such, customers 
expect transactions to occur at a “digital” 
pace. Otherwise, they’re perceived as slow 
and antiquated. Digital business is all about 
speed, flexibility, and convenience. For example, 
consumers don’t want to fax paper-based claim 
forms to their insurance companies. Instead, 
they desire transactions to be handled securely 
and conveniently from their smartphones. As 
such, a platform must enable a digital customer 
experience that is real-time, mobile-enabled, and 
driven by data and analytics.

Contact Information
Systema Software
900 Larkspur Landing Circle, Suite 201
Larkspur, CA 94939

sales@systemasoft.com
www.systemasoft.com

“When backed by cloud services and big-data 
techniques, the extraordinary data gathering 
capabilities of these devices have the potential 
to radically alter the claims landscape,” he says.  

Applebaum points to investments made by 
leading carriers that benefit both the insurer 
and its policyholders. A partnership with 
Canary, a smart home device company, 
enables Liberty Mutual to offer discounts to 
customers who adopt smart home devices 
such as Nest, a smoke and CO detector, or 
Roost’s fire protection sensors.  Canary, also 
in partnership with State Farm, is developing a 
pilot program that allows select customers to 
share limited information with their dedicated 
insurance provider, notes the company. 

Both Kaye and Applebaum agree that, from 
a claims perspective, the initial big benefits of 
using remote connected devices will come 
from the commercial side.  

“Envision sensors in churches that can alert 
the discharge of fire suppression equipment, 
or the fact that the device may not be charged 
properly,” Kaye says. Applebaum points to 
Munich Re as a best practice example of 
connected sensors that detect water leaks in 
unattended areas within the factory. 

“We are seeing leading carriers making 
investments in these connected device 
companies, either themselves or through 
venture capital arms,” notes Applebaum. 
USAA, for example, is investing in Roost, 
Automatic and Snapsheet, companies that 
are directly impacting how claims are avoided. 
And Liberty Mutual’s venture capital arm has 
invested in other smart home companies, 
including August Home and Notion. 

Earlier this year, John Hancock launched a life 
insurance product that’s tied to results from the 
wearable technology FitBit. “Imagine the benefits 
of knowing how healthy policyholders are,” notes 
Applebaum.  “Fitbit is less about underwriting 
and more about human condition behavior that 
can help prevent and reduce claims.”

Finally, carriers such as Encompass and 
Erie Insurance are using drones to capture 
aerial images of customer homes so they 
can provide a more accurate and faster 
assessment when issuing or renewing a 
homeowner’s policy.  Again, commercial lines’ 

opportunities are also omni-present: thanks to 
drone-based thermal imaging and gas “sniffer” 
technology, commercial lines carriers can 
inspect oil rigs and pipelines for potential risk. 

With all the greatest sensors and Internet of 
Things devices available to insurers, they are 
still plagued with challenges.

In general, notes Kaye, the devices that can 
be used to prevent claims are all new potential 
sources of data, data that must adhere to 
developing IoT standards. “What types of data 
do you need? Infrared? Photos? Can a drone 
gather the same data that an adjuster might?  
How do you incorporate torrents of data in to 
your organization?”  

The No. 1 problem for the industry today is in its 
ability to receive, manage and make actionable 
all of the new sensor data, notes Applebaum.  
“We simply don’t have infrastructure or 
expertise so we need a trusted partner, and 
carriers typically are not necessarily comfortable 
adopting provider partners. They want a long-
term strategic relationship.”

Another challenge relates to emerging tech’s 
great potential to reduce risks across all lines 
of business, but there are also scenarios where 
new risks may be introduced, notes Karen 
Furtado, partner with SMA. While technology 
tends toward reducing risk, as society 
transitions to accept things such as driverless 
cars and robotics, insurers will be navigating a 
winding path, according to “The Top 10 Ways 
Emerging Tech Will Transform Insurance,” 
SMA’s recent report. 

“There are scenarios where the artificial 
intelligence controlling the vehicles goes haywire, 
or a software bug downloaded to millions of 
cars wreaks havoc, or a hacker taps into the 
transportation network and causes mayhem,” 
says Furtado.  “Similar good/bad scenarios can 
be conjured up for drones, robotics, biotech, and 
many other emerging technologies.” 

Optimizing claims performance will always 
be a challenge and will always be a work 
in progress, concludes Applebaum.  “The 
majority of insurers may still be in a legacy 
mode, but leading insurers—those with CEO-
lead technology enablement--will have claims 
leadership that has a vision for the business 
beyond today.” ■

C L A I M S  A N D  A N A LY T I C S

INDUSTRY SPEAKS
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at feel that’s as close as it can be knowing 
it won’t be perfect. Thinking about our 
underwriting experience, what is it that 
the underwriter needs to do to be more 
e�ective as they’re looking at risk.

INN: How about the IT organiza-
tion itself?
Oral: I’ve been a big believer in a highly 
centralized IT organization, but one 
that is aligned in a way that serves the 
business needs. We’ve worked tirelessly 
to get there. In 2010 and 2011, when 
we were starting this journey, we really 
shifted the focus of the IT organiza-
tion from [maintenance] to one based 
around transformation and growth. 
I consider the teams we have aligned 
tightly to each of our business areas. 
There’s a much smaller family of jobs 
now, and we bring in interns that turn 
into rotationals, end up on a two-year 
rotation, will end up working in di�er-
ent jobs in IT and the business.

INN: You mentioned Agile devel-
opment and devops specifically. 
How are you encouraging use of 
those tactics with your staff?
Oral: We’ve agreed to move forward on 
something with Pivotal [a company that 
helps enterprises explore Agile develop-
ment]. We’re trying to decide the right 
e�ort to move forward on with them. 
We’ve already got eight or 10 people in 
a collaborative workspace deploying 
something in real time into production 
every day. 

INN: Is that sort of a cue you 
think the insurance industry can 
take from the rising number of 
fintech companies and startups 
targeting the industry?
Oral: I think the face of insurance is 
forever changed. It’s why these guys have 
moved from targeting banking into insur-
ance. I spend more of my time talking to 
people who are thinking of doing more 
creative things; that’s not something we 
were spending a lot of time on. Insurance 
companies weren’t regarded as the most 
risk taking, we’re supposed to be conser-
vative, that has permeated our companies 
for years and years. But that’s all changing 
for the better. CNA has become a really 
interesting place for IT people to work 
as we start taking a little more risk and 
trying test-and-fail. It helps people feel 
encouraged to ideate more. 

ASKED & ANSWERED

How CNA Tackles 
Industry Shifts  

INN: What’s the big news 
coming out of CNA’s 
technology
organization?
Ray Oral: Probably the big thing 
that’s been at the forefront is 
our underwriting transforma-
tion. We’ve been executing our 
current underwriting path for 
probably the past three or four 
years. Over the past two years 
we’ve stepped on the gas a little 
bit, with the goal of getting us 
to the end of the complexity 
faster. We’re doing a lot of work 
around enterprise content 
management, that’s one of the 
biggest digital undertakings that 
we have. It’s really internally 
facing because it’s intended to 

as an IT organization, but as a 
business overall, we’ve been 
able to become a bit more agile 
and leverage things like devops 
to deploy technology faster.

INN: Are you planning to 
complete the Guidewire 
suite?
Oral: Well, we’ve still got some 
work to do. Getting down to two 
or three underwriting systems is 
the start. Then there’s integrat-
ing them in a way that as we 
build a product in [suite com-
ponent] PolicyCenter it carries 
through to ClaimCenter. We’ve 
looked at BillingCenter, but we 
probably won’t do anything like 
that right away. It’s not necessar-
ily core to what we do, so if we 
could get billing as a service that 
would be great. I don’t think 
there’s a di�erentiator there as 
long as our bill is not confusing.

INN: I know you have 
been working to re-
duce your data center 
footprint. How are you 
evaluating which capa-
bilities make sense for 
as-a-service and which 
ones you want to keep 
in-house?
Oral: There are things where 
we just need to get the work 
done, not necessarily try and 
di�erentiate ourselves. We’ve 
moved things like enterprise 
resource planning, HR, 
investment management, to a 
service. Things we don’t need 
to di�erentiate on but need to 
be e�cient in doing. Those are 
easy answers. We have to make 
sure we don’t create more risk 
for the organization and don’t 
impact our e�ciency. But some-
thing like policy admin, when I 
think about the size and scale of 
CNA and what we’re doing and 
moving to Guidewire. I don’t 
think there’s a viable as-a-service 
solution for that today.

INN: Can you talk a
little bit about how this 
has informed your strat-
egy around big data and 

analytics?
Oral: We have an advanced ana-
lytics e�ort underway: It covers 
how we think about data and 
analytics, the tools we use and 
how we approach the linkages. 
We’ve implemented Oracle’s 
analytics platform as a service, 
we’re running that in the cloud. 
We’ve got a couple of claims 
initiatives we’re working through 
on that platform, as well as some 
initiatives in the distribution 
space. Those are more explor-
atory e�orts now, we need to see 
how the analytics works for us.

INN: A couple years
ago CNA decided to sell 
and lease back a data 
center in Aurora, Ill. Is that 
a strategy that you could 
see yourself returning to?
Oral: Here’s the way I look at 
it: As we make decisions about 
where we buy tech or tech 
services from, they move out 
of our existing data centers, I 
don’t want to be stranding cost 
[in our data center]. It’s a huge 
investment. The sale gave us a 
way to start eliminating those 
risks as we started moving 
things to the cloud. We’ve 
already shrunk our footprint in 
the data center we sold.

INN: So there’s a lot of 
change and transfor-
mation going on. What’s 
helping you manage that 
change?
Oral: The �rst step is implement-
ing some tools. We’re a big user 
of Citrix products, and have 
deployed XenMobile. That’s 
because if you think about the 
life of an underwriter, when you 
have to work within multiple 
systems — tools that are based 
on a mainframe, tools on a Unix-
based platform — that can be 
challenging.  How you integrate 
them together is the question. 
That software gives us the 
opportunity to have that single 
pane of glass, we can make it 
all look the same. We can ease 
that journey as we move from 
legacy. We want to create a look 

More from this interview can be found at insurancenetworking.comi

15 minutes with
Ray Oral, CIO, CNA

As told to
Nathan Golia

At CNA, one of the largest commercial insurers in the company, 
CIO Ray Oral is hard at work consolidating policy administration and 
underwriting platforms while setting the company up for a future 
de�ned by new service models and analytics excellents. He spoke with 
INN about what’s on his plate, how he makes key decisions, and what 
the insurance industry can learn from the startup community. 

have our underwriters get the 
information they need to be 
underwriters.

INN: What kind of
complexity are you refer-
ring to? How has
it affected your other 
technology decisions?
Oral:  CNA has been a di�cult 
place for an underwriter — over 
the years we’ve had something 
like 14 di�erent underwriting 
platforms. The same has been 
true for claims professionals — 
anyone who has to go into multi-
ple systems. We are a Guidewire 
shop and we’ve just completed 
putting in a new release of 
Guidewire ClaimCenter. Not just 

ASKED & ANSWERED
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at feel that’s as close as it can be knowing 
it won’t be perfect. Thinking about our 
underwriting experience, what is it that 
the underwriter needs to do to be more 
e�ective as they’re looking at risk.

INN: How about the IT organiza-
tion itself?
Oral: I’ve been a big believer in a highly 
centralized IT organization, but one 
that is aligned in a way that serves the 
business needs. We’ve worked tirelessly 
to get there. In 2010 and 2011, when 
we were starting this journey, we really 
shifted the focus of the IT organiza-
tion from [maintenance] to one based 
around transformation and growth. 
I consider the teams we have aligned 
tightly to each of our business areas. 
There’s a much smaller family of jobs 
now, and we bring in interns that turn 
into rotationals, end up on a two-year 
rotation, will end up working in di�er-
ent jobs in IT and the business.

INN: You mentioned Agile devel-
opment and devops specifically. 
How are you encouraging use of 
those tactics with your staff?
Oral: We’ve agreed to move forward on 
something with Pivotal [a company that 
helps enterprises explore Agile develop-
ment]. We’re trying to decide the right 
e�ort to move forward on with them. 
We’ve already got eight or 10 people in 
a collaborative workspace deploying 
something in real time into production 
every day. 

INN: Is that sort of a cue you 
think the insurance industry can 
take from the rising number of 
fintech companies and startups 
targeting the industry?
Oral: I think the face of insurance is 
forever changed. It’s why these guys have 
moved from targeting banking into insur-
ance. I spend more of my time talking to 
people who are thinking of doing more 
creative things; that’s not something we 
were spending a lot of time on. Insurance 
companies weren’t regarded as the most 
risk taking, we’re supposed to be conser-
vative, that has permeated our companies 
for years and years. But that’s all changing 
for the better. CNA has become a really 
interesting place for IT people to work 
as we start taking a little more risk and 
trying test-and-fail. It helps people feel 
encouraged to ideate more. 

analytics?
Oral: We have an advanced ana-
lytics e�ort underway: It covers 
how we think about data and 
analytics, the tools we use and 
how we approach the linkages. 
We’ve implemented Oracle’s 
analytics platform as a service, 
we’re running that in the cloud. 
We’ve got a couple of claims 
initiatives we’re working through 
on that platform, as well as some 
initiatives in the distribution 
space. Those are more explor-
atory e�orts now, we need to see 
how the analytics works for us.

INN: A couple years
ago CNA decided to sell 
and lease back a data 
center in Aurora, Ill. Is that 
a strategy that you could 
see yourself returning to?
Oral: Here’s the way I look at 
it: As we make decisions about 
where we buy tech or tech 
services from, they move out 
of our existing data centers, I 
don’t want to be stranding cost 
[in our data center]. It’s a huge 
investment. The sale gave us a 
way to start eliminating those 
risks as we started moving 
things to the cloud. We’ve 
already shrunk our footprint in 
the data center we sold.

INN: So there’s a lot of 
change and transfor-
mation going on. What’s 
helping you manage that 
change?
Oral: The �rst step is implement-
ing some tools. We’re a big user 
of Citrix products, and have 
deployed XenMobile. That’s 
because if you think about the 
life of an underwriter, when you 
have to work within multiple 
systems — tools that are based 
on a mainframe, tools on a Unix-
based platform — that can be 
challenging.  How you integrate 
them together is the question. 
That software gives us the 
opportunity to have that single 
pane of glass, we can make it 
all look the same. We can ease 
that journey as we move from 
legacy. We want to create a look 

ASKED & ANSWERED
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Restoring a way of life for your policyholder 
makes you a hero in their eyes. Provide a 
complete property solution to your policyholders 
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Whenever I can, I ask 
CIOs and program lead-
ers what vision drives their 
enterprise core system 
replacement project.  Not 
surprisingly, the answers 
are almost always vague, 
internally focused and stat-
ed in actions rather than 
outcomes.  

The rising number of startups that are working to deliver new capa-
bilities to disrupt, extend or expand the insurance industry start with a 
vision. Carriers can use this same thinking to inject that kind of drive and 
creative energy into their projects.  Some skeptics dismiss vision state-
ments as unimportant and liken them to company mission statements 
that are posted on a wall but not institutionalized.  This  contradicts  re-
search done by tech author Steve McConnell, which recognized that vi-
sion statements and success criteria helped to establish alignment, ener-
gize the team, and drive scope decisions. 

What should your vision statement be?  This is an age when trade pub-
lications talk about being consumer-focused. That is not a new concept.  
In the early 1990s Peter Lewis, then CEO of Progressive, told his man-
agement team he wanted to delight his customers and claimants with a 
new approach to claims settlement.  He was passionate in communicating 
and debating this intent.  His ideas were met with skepticism by some 
very smart people.  Ultimately, his vision drove years of innovation, IT 
investment, reduction in cycle times, and signi�cantly contributed to the 
brand. 

Most vision statements I have heard talk about internal change. For 
example, justi�cation for straight-through processing usually focuses on 
reduction in hando�s between agents, customer service reps and under-
writers via rules engines. Compare that to Suncorp’s recently announced 
partnership with Trov to reinvent insurance for the mobile generation by 
itemizing and valuing personal property via the phone outside of their 
systems as part of their homeowners underwriting process.  IT driven 
projects often discuss replacing legacy systems with modern technologies 
that are responsive to change.  

I agree that core systems replacements do in fact accomplish this, but 
is this motivating and does it re�ect the future state? In fact, the very fact 
that we generically call them “core system replacements” reinforces the 
thinking I am trying to prevent. 

I often ask if a project is meant to be a platform replacement or busi-
ness transformation project.  But is that enough? The organization needs 
to have a clear understanding of that expectation to guide scope decisions.  
A statement of intent to transform the business does not suggest the fu-

ture state that is desired  nor  the customer impact.  Insurers that o�er 
programs or market to a�nity groups need to think of how to add value 
and engage their targeted community.  One of the most important things 
companies can do to get ready for core system replacement is to de�ne 
the future state of each business process. Doing this during the project 
often unnecessarily delays decision making and ultimately the project.  A 
clear statement of overall vision can expedite this and guide the program 
owner.  Vision statements also need to be bolder and look further out into 
the future.  Too often companies focus on addressing current, internal 
pain points rather than looking out to establish the competitive capabili-
ties needed three to �ve years from now. Leaders should not be lulled into 
complacency when establishing targets or goals.  The industry is evolving 
too quickly for sequential tactical projects to close gaps. 

If you asked the leaders of your core systems replacement program 
to succinctly state the vision for your program, would their answers be 
consistent? Stated in business terms? Stated from a customer perspective? 
Helpful to de�ne the future state?

If the answers to any of these questions are no, your project is at a 
much higher risk of failing to deliver the expected bene�ts of the new 
system capabilities than you may think.  

An interesting team building exercise that can help de�ne and clar-
ify the vision driving a core system replacement project is to have the 
team design a box which represents the new system.  Think of a leading 
consumer products company designing the packaging for a new and im-
proved version of a cleaning.  On one side, you list the bene�ts of the new 
system in customer terms.  This needs to be at a high enough level to �t on 
the box, but powerful enough to attract a customer.  On the other side of 
the box, you need to list the speci�c features that will be delivered by the 
new system in terms.  You do not need to list of the core system features, 
you highlight the additional features that justify the project. Many teams 
establish a name for their projects but not a shared vision.  This exercise 
goes a long way in creating the sound bites needed for communication 
meetings and to help focus the delivery team on critical functionality.

Vision statements and related success criteria signi�cantly increase 
the success of core system replacement projects. Do you have one? 
How well is it understood? Is it accepted by the team and by the com-
pany or dismissed as unrealistic.  These questions should be asked by 
the people responsible for driving organizational change related to the 
program.  It the answers are no, we recommend CIOs address this at 
the governance level.

Core System Replacements: 
Do You Have a Clear Vision?

By
Chuck 
Ruzicka

Vision statements that suggest business transformation do a much 
better job of predicting  the magnitude of change and impact 

INNSIGHT

INNSight is exclusive content from Novarica. 
Chuck Ruzicka is VP of research and consulting at Novarica. His experi-
ence includes time at Liberty Mutual ,where he was CIO  of its agency 
markets division. He also was a technologyVP at Progressive.

For more about policy admin replacement, check out www.insurancenetworking.comi
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Compliance has become a top priority for 
insurers as technology emerges to make 
the process easier and more cost e	ective. 
Perhaps even more importantly, these 
solutions have demonstrated the ability 
to improve operational results while also 
boosting productivity, sta	 and policyhold-
er satisfaction. Let’s take a look at the facts, 
straight from the National Association of 
Insurance Commissioners:

• Total revenues collected by states from the insurance indus-
try increased 3.43% to $22.6 billion

• Total projected �scal year 2017 budgets for all state insurance 
regulatory agencies total more than $1.4 billion

• State insurance departments received 299,625 o�cial com-
plaints and nearly 1.9 million inquiries

• Total full-time insurance department sta� was 11,304 (down 
7.3% from 12,200 in 2007)

• Market conduct examiners and analysts numbered 497 and 
represented 4.4% of total sta�ng

• Of 880 Market Conduct Only Examinations completed, 81%  
or 714, resulted in Administrative Orders (�nes)

• Fines and penalties against insurers totaling $224 million rep-
resented 16.5% of the total annual budget for all state insurance 
regulatory agencies 

Claims a Compliance Issue
According to Kathy Donovan, senior compliance counsel at Wolt-
ers Kluwer Financial Services, “claims management has consis-
tently been one of the top three compliance challenges for insurers 
over the last several years, and once again was the top compliance 
challenge in 2014 across all lines of business.

“Insurance claims professionals have to manage a variety of 
internal and external factors when processing claims, including 
claimant communications and mandatory disclosures, all within 
established timeframes,” she adds. “The targeted end result is pro-
viding proper payment in accordance with policy provisions and 
state law.”

In fact, of the the top �ve market conduct complaints against 
insurers, three were related to claims, Wolters Kluwer found. They 
were:

• Failure to acknowledge, pay, investigate or deny claims within 
speci�ed timeframes

• Using unapproved/un�led rates and rules or misapplying rat-
ing factors

• Failure to provide required compliant disclosures in claims 
processing

• Failure to cancel or non-renew policies in accordance with 
requirements

• Failure to process total loss claims properly

Finding a Solution 
Software and technology are particularly well suited to enable 
carriers to avoid �nes and penalties, especially for the �fth bullet 
point. The vast majority of total loss claims payments are based on 
clearly stated rules, regulations, taxes and fees but the complexity 
and frequent changes across literally hundreds of relevant state, 
municipal and other jurisdictions make the task daunting for 
even the most seasoned claim professionals, let alone the grow-
ing number of newer and less experienced sta�. Sophisticated 
purpose-built software supported by a dedicated, expert research 
team can not only perform the majority of calculations accurately 
every time, but can also maintain an all important audit trail for 
use in future market conduct exams and can also provide claim 
sta� with instant access to relevant regulations and references for 
those few �les where interpretation and judgement is required. 

By way of example, the issue of whether or not to include sales 
tax and partial refunds of title and/or registration fees has vexed 
claims handlers for years. State departments of insurance regular-
ly cite insurers for  failing to include or properly calculate tax on 
automobile total loss claim payments. Worse yet, a large number 
of insurance departments have either remained silent or issued 
ambiguous directions about what amounts must be paid and how 
they should be calculated.

While increasing numbers of large, well established informa-
tion technology �rms and some new early stage entrants o�er en-
terprise solutions broadly de�ned as risk and compliance manage-
ment solutions, few are speci�cally insurance-centric and fewer 
yet are focused  on speci�c areas of high exposure. In my practice I 
have become familiar with some highly innovative insurance com-
pliance solutions which are focused on solving a signi�cant specif-
ic need in a major area of complexity and exposure. 

One such solution I’ve encountered is a cloud-based total loss 
workbook which provides automated settlement calculations on a 
high percentage of passenger vehicles of all types and sizes includ-
ing motorcycles in all jurisdictions. The software has the capability 
to be integrated with third-party claims systems and information 
providers of total loss valuations and other relevant services to 
provide a truly bulletproof seamless end-to-end solution supple-
mented by a complete, up to the minute reference library.   

I encourage insurance carriers and claim departments to take 
the time to regularly review all available solutions and in so doing, 
refocus on their compliance strategies and results. I am available 
and glad to answer questions and discuss this topic with interested 
industry participants.

Bulletproo�ng Regulatory Risk 
and Compliance in Claims

VANTAGE POINT

How insurers 
can improve 
policyholder 
satisfaction 
and market 
conduct 
results.

By Stephen 
Applebaum

About the Author
Stephen Applebaum is managing partner for Insurance Solutions Group, 
and advises participants in the North American P&C insurance 
ecosystem, including insurance technology firms such as NuGen IT 
whose Total Loss Compliance solution is referenced above.

For more about insurance and weareable tech see www.insurancenetworking.comi
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Strategic alignment is increasingly important for CIOs, 
according to Celent analyst Karlyn Carnahan’s latest report,  
Capabilities, Complexities and Budgets.

�ough IT budgets remaining mostly stagnant, according to 
the 38 CIOs interviewed for the report, the percentage of the 
budget invested in new capabilities is higher than ever as 
insurance companies look to move into a more digital age. Now, 
about 53% of the IT budget is devoted to”new implementations” 
or “transformation and innovation,” up from 35% in 2002.

�e way insurers measure the success of an IT project is 
changing as well, Carnahan says. Value metrics should become 
increasingly popular over the next few years as more insurers 
deploy new technologies, she writes. 

“Insurers that have moved toward an outcome-based 
measure of IT value are increasing, and CIOs in those organiza-
tions are increasingly seen as more strategic members of the 
team,” the report says. “�is will enable a more informed debate 
over where to spend scarce IT dollars.”

A Look Inside 
How Insurance 
IT Organizations 
Measure Sucess
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What mechanisms do you use to demonstrate IT value?
(n=38)

Budget Split Across Project Types 
(n=38; figures represent averages across all respondents)

Where does the CIO in your organization report?
(n=38)

Where does the CTO in your organization report?
(n=38)

87.0%

82.6%

69.6%

56.5%

56.5%

39.1%

26.1%

17.4%

47.6%

35.1%

Project’s adherence to time, budget, scope

User satisfaction

Service delivery (performance,availability)

Financial impact (revenue, reduced costs)

IT budget performance

Simplicity (removing redundancy)

Throughput (volume/speed)

E�ciency (cost per user)

Maintenance

New implementations

Transformation or innovation

Other

To the CEO

To the CIO

To the COO

To the same person 
the CIO reports to

To the CFO

We don’t have a CTO

75.7%

21.1%

76.3%

2.6%

10.8%

13.5%

16.4%

2.9%
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