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Next-generation front-office transformation services for insurers

Property and casualty (P&C) and life insurers around the globe
face the same problems—growing maintenance costs and
increasing business demands that challenge their systems and
IT infrastructures. For example, from a front-office
perspective, a common complaint is that older systems hamper
speed to market for new insurance products and cannot
support emerging distribution channels. These systems also
fail to provide a much-needed uniform customer experience
across all channels and a 360-degree single customer view.
Fundamental changes in technology and consumer behaviors
are causing insurers to redefine the ways they serve customers
and differentiate themselves from competitors. This shift in
the business and IT landscape is leading to a front-office
transformation to reshape the way people connect, transact and
engage with insurers in the digital era—and how they derive
mutual value.
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Insurers face the following challenges with long-established
systems:
•

•

Fragmented channels and customer experiences
Customers see insurance companies and the experiences
they provide across different channels as holistic entities, not
as a collection of experiences across individual channels. Yet
many companies aren’t prepared to deliver a consistent
experience, because they work in channel silos that only look
at a cross-section of customer interactions, not at the wider
reality of how customers interact with their brand as a
whole.
Heterogeneous customer views and agent desktops
Many companies have multiple views of customer data with
no true single 360-degree customer view. Others deal with
redundant desktop applications and burdensome manual
correspondence processing. Further, customer data is often
improperly stored in silos and poorly communicated.
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Figure 1: Fragmented customer experience across different channels due to the siloed nature of the existing architecture supporting different
channels.
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•

Traditional business processes that lack analytics
Back-end web services are siloed and lack enterprise
integration. Rules are generally hard-coded in each system
and not externalized, making them costly to maintain,
because service requests are policy-centric rather than
customer-centric. Customer information is not used for
analytic activity to increase customer share of wallet.

Next-generation front-office
transformation
Front office is defined as any revenue-generating process
within an insurer’s organization where an insurer directly
touches its customers. Next-generation front-office innovation

is around the intersection of mobile, social, analytics and cloud
to help drive value for insurers in terms of interaction with
their customers.
Rethinking the way customers connect with insurance
companies in the digital era is the cornerstone of the nextgeneration front-office transformation. Insurers today have an
abundance of customer data available from an increasing
number of sources, but many insurers struggle to turn this
information into actionable insights. An effective nextgeneration front-office transformation strategy, however, can
help drive top-line growth, avoid unnecessary costs and
increase customer satisfaction.
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• Create and integrate digital operations and processes to deliver the customer value proposition.
• Enhance, extend or reshape the customer value proposition with digital content, information and insight.
• Build a new set of capabilities around the transformed customer value proposition and operating model.

Figure 2: Next-generation front-office transformation imperatives.
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The changing next-generation front-office scenario:
insurer’s digital challenge
The inflection point created by social media represents a
permanent change in the nature of customer relationships with
insurers. Approximately 90 percent of all real-time information
being created today is unstructured data. Insurers that
successfully harness this new source of insight will be in a
strong position to increase revenues, reinvent customer
relationships and build new brand value.
Customers are sharing their experiences widely online, giving
them more control and influence over brands. This shift in the
balance of power from organizations to their customers
requires new marketing approaches, tools and skills in order to
stay competitive.

Customers now have
unlimited access to information and can instantly share it
with the world.

Social networking and
mobile commerce have
dramatically changed the
dynamic between buyer
and seller.

155 million

Number of tweets sent via Twitter
each day and growing

Figure 3: Next-generation front-office scenario.

76 percent

Three mandates for insurers are taking shape in the
digital era:
Obtain Customer Insight
Increase
Employee
Engagement

Increase
Customer
Engagement
Insurer

Mandate #1: Obtain customer insight
This is the capability to understand each customer as an
individual—on a massive scale.
Mandate #2: Increase customer engagement
Having understood the each customer as an individual, how to
ensure that customer is more engaged with the Insurance
Company? What are his likes and dislikes? If he likes games,
can Insurer explore the possibility of engaging him more
through gamification on their portal?

Customer expectations of
service, price and delivery
are soaring.

Percentage of insurance
customers who value trust, clarity
and personalized products to
meet their individual needs

This is changing the way
products are delivered,
sold and serviced by
insurance companies and
making relationships
more complex than ever.

66 percent

Percentage of insurance
customers who request at least
one quote online
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Mandate #3: Increase employee engagement
How to enable employees to openly collaborate with each
other, discuss the business challenges they are facing and
encourage them to come out with solutions in a collaborative
mode?

Suggested way forward to attain next-generation
front-office transformation capabilities
1. Insurers should attain the capability to create a system of
engagement that maximizes value at each touchpoint of a
customer with an insurer.
Insurers could try to design tailored experiences that connect
the company, the channels and like-minded customers. They
need to create and automate a system of engagement to deliver
this personal interaction on a large scale. Insurers need to use
advanced analytics to guide the development of tomorrow’s
portfolio.

Insurers need to instrument all key touch points to gather the
right data about each customer. They need to connect social
media data, transaction data and other information to paint a
more vivid picture of each customer. An effective way to “gain
control” on customer data is to migrate to a 360-degree
customer profile by integrating a customer’s public social
media data with an insurer’s enterprise data.
On top of this 360-degree customer data, insurers need to
develop the capability to generate advanced analytics to
complete the personas (sub-classification of customer profiles)
of the customers, based on their likes and dislikes. This helps
generate new product development ideas that meet the
customer persona-specific requirements and helps explore
ways to better engage those customers on the insurer’s portal
through gamification and so on as per their likes and dislikes.
Insurers need to build such next-generation front-office
capabilities on a massive scale to succeed in the digital era.

Access to data

Customer

26%
54%
Insurance office

108%
more

Draw insights from data

26%
54%

108%
more

Translate insight into action
Insurance policy

31%
57%

Figure 4: Sample touchpoints of a customer before he purchases a
policy.

84%
more

Underperformers
Outperformers
Source: IBM 2012 CEO Study.

Figure 5: Outperforming insurers are twice as good at deriving value
from data—the key to engaging customers as individuals.
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Insurers previously designed their products to meet the needs
of broad customer categories, such as people aged 25-35 years
and 36-45 years. In the digital age, that trend is changing. Now
insurers must understand and respond to each customer as an
individual and try to create a personalized product to meet that
person’s specific requirements. Insurers can only do this if they
can manage vast amounts of unstructured data, make sense of
it with analytics and generate insights that are predictive, not
just historical.
To connect with individual customers at every touchpoint
effectively, they need a system of engagement that maximizes
value with each interaction. And they need each touch to
marry their organization’s culture with the brand to create

Perception analysis
Sentiment classification,
Likes iPhone, but not the battery life
Loves to use Dropbox
Social Influence analysis
Similar with people using product A;
Has strong ties with people in her
network
Social Activity Patterns
Mean Response time,
Response rate,
Proactiveness

authentic experiences that consistently deliver the brand
promise. The way to achieve this unprecedented nextgeneration front-office transformation is through technology.
2. Insurers should develop multi-channel integration capability.
In the next generation, customers are likely to interact with the
Insurance companies through a number of different channels
such as web, social media, mobile, call center and so on and
they expect a similar uniform, consistent experience across all
channels. Usually when multi-channel integration is not
adopted by insurers, the quote produced online often would be
different from what was provided through the agents, since
both of these channels might be using different rating engines.

Personal Attributes
Carla Smith, 45
Lives in NY, architect
Interests in sports, food
Married, 2 teen children

Personality Traits
Neuroticism: Sensitive
Openness: Curious
Conscientiousness: Organized
Agreeableness: Compassionate
Extraversion: Reserved
Live Events
Just had a baby;
Needs a bigger house;
Lost her parent recently;
Got promoted; moving;
Child needs a car

Figure 6: Sample of information gathered from each touch point of a customer to create a 360-degree customer profile.
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Increasingly, customers want the freedom to interact with their
Insurance companies through multiple channels and the
channel of their choice at different times. For example, they
might first obtain a quote for their automobile or home on
their mobile device and save it. After some time, customers
may like to interact with their insurance company through a
social media channel, retrieve the same quote saved by them
through the mobile channel and take it forward. The
customers expect the Insurance company to display the same
quote that they had obtained earlier through their mobile
device and saved, without asking them to once again enter all
the data when they interact from different channels. Customers
also expect the same and consistent information to be provided
to them on bills payable, policy coverage, claim status and so
on, irrespective of the channel through which they are
interacting with the Insurance company. Having content
stored and managed in a centralized content management
system that is accessible across all channels will be a
fundamental requirement for multichannel integration. An
insurer’s ultimate objective is to make sure that its customers
will obtain similar customer experiences across all of its
distribution channels.
To attain multichannel integration capability, insurers need to
integrate their back-end systems, including core platforms and
data, by leveraging a service oriented architecture (SOA) so
that they no longer function in silos and can provide uniform,
consistent and reliable information from a single source of
truth to all the channels. The underlying technology should be
flexible enough to support channel-specific variations based on
customer’s preferences for each channel. Multi-channel
integration will help insurers enhance their brand perception
by giving the same uniform customer experience across all
channels, improve customer loyalty and retention rates, and
thus improve the bottom line of the insurer.

Retail
location

Choice:

Website

Contact
center

Mobile

Social
web
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Device

Giving customers the ability to interact how and
when they want

Consistency: Ensuring fulfillment of brand promise and customer
satisfaction
Context:

Providing the right interaction at the right time

Continuity:

Enabling seamless “flows” across touchpoints

Figure 7: Multichannel service integrates all channels into a seamless
customer experience.

Insurers’ capability to manage the change to meet the
digital era expecations
Most insurance companies’ CXO-level executives recognize a
critical and permanent shift occurring in the way they engage
with their customers in the digital era. However, they question
whether their marketing organizations are prepared to manage
the change involving four key challenges:
•
•
•
•

Data explosion
Social media
Growth of channel and device choices
Shifting consumer demographics
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Underpreparedness
Percentage of CMOs
reporting underpreparedness
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1

Data explosion

2
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3

Growth of channel and device choices

4

Shifting consumer demographics

5

Financial constraints

6

Decreasing brand loyalty
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Growth market opportunities
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ROI accountability
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Customer collaboration and influende
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Privacy considerations
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Global outsourcing
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Regulatory considerations
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Source: IBM 2012 CMO Study.

Figure 8: The 2012 IBM CMO study found that a large majority of insurers feel unprepared to manage the impact of these challenges.

The 2012 IBM CMO study found that a large majority of
insurers feel unprepared to manage the impact of these
challenges.
According to chief executive officers (CEOs), face-to-face
interaction through their sales forces and other institutional
representatives is by far the most dominant method of
engaging with customers today. But the future landscape looks
drastically different. Currently, social media use is relatively
low when compared with face-to-face interaction in the
insurance industry but is expected to greatly displace
traditional media over the next three to five years.

CEOs are challenged by what to do with social media, how to
use it, how to manage their organizations, putting together
frameworks, how to drive revenues from it and how to
incorporate feedback in a meaningful way. There is a big gap
that CEOs recognize needs to be filled. Social media usage is
expected to grow from 16 percent today to 57 percent in the
next three to five years. This is a massive challenge and
opportunity for CEOs.
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Source: IBM 2012 CEO Study.

Figure 9: To connect individually, insurance CEOs plan a step-change from traditional to social media while continuing face-to-face
engagements.

How can IBM help?
To help insurers pursue deeper customer insight as part of a
next-generation front-office transformation, IBM has
identified four stages of organizational capabilities necessary to
enable four associated customer strategies:
Stage 1: IBM helps insurers apply a customer strategy to gain
insight from the information explosion and develop a deeper
understanding of the customer.
Stage 2: IBM helps insurers develop the capability to share
information internally across the value chain. Insurers in this
stage embrace a customer strategy that enables information
sharing to create a consistent customer experience over
multiple channels.

Stage 3: IBM helps insurers attain the capability to move from
reaction to prediction.
Stage 4: IBM helps insurers execute a strategy that enables
information on demand and an analytics-driven approach
called multichannel next-best action. These strategies will help
insurers develop the next-generation front-office capabilities
needed to quickly adapt business models that enable faster
value creation.
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Conclusion

About the author

IBM intends to work with its insurance clients on their most
critical and difficult challenges, integrating IBM worldwide
research capabilities in analytics, social business, mobile
business, smarter commerce and cloud to drive higher value
for clients and create and deliver innovative solutions.

Y. Shyam Kumar is IBM’s Global Insurance Industry
Innovation Leader. Shyam is a member of IBM’s Global
Insurance Industry Centre of Competence (COC). The COC
practice is responsible for providing business consulting,
systems transformation assistance, project management, and
systems integration services to large insurance organizations.
Shyam is a subject matter expert in the global P&C Insurance
industry, Healthcare, Workmen’s compensation, Mortgage and
Reinsurance industries. Shyam specializes in providing IT
solutions to business challenges faced by Global Insurers.
Shyam has over 10 years of core insurance industry experience
and another 12 years of consulting experience in the
information technology and BPO industries. He is a qualified
CPCU and FLMI. Shyam can be reached at Shyam.kumar@
in.ibm.com

IBM is working with most forward-thinking insurance clients
to understand their challenges and opportunities in the
next-generation front-office space and determine how IBM can
help them differentiate themselves in terms of their customers.
IBM wants to empower its clients to attract new and retain
existing customers, enable greater employee productivity and
collaboration, improve the employee-to-customer interaction
and acquire a competitive advantage in the marketplace.

For more information
To learn more about the IBM customer experience lab
initiative (IBM CX Lab) for front-office digitization, contact
your IBM representative, or visit this website:
http://www.research.ibm.com/articles/customer-experiencelab.shtml
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