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Tecbhnology Trends in Insurance:

Part I—How Industry Leaders and
Visionaries are Using Technology
to Become More Competitive

by Katherine Burger

Editor’s note: Katherine Burger, editorial director for Insurance & Technology magazine, spoke
about “Technology Trends in Insurance” at a recent ISO gatbering in New York. She graciously
agreed to publish ber remarks in Personally Speaking. We will present the article in two parts: This
issue’s Part I provides an overview of challenges and the industry’s strategies for turning those
challenges into opportunities. Special thanks to Jim Warda, communication manager at Allsiate

Insurance Co., for bis role in editing this article.

State of the Industry:
In Transition...

‘d like to offer my perspective on the state
Iof the insurance industry from a strategic
and technological viewpoint, and also
review some of the challenges insurance com-
panies are facing in this fast-moving, con-
verged, global, “e-oriented” environment.

The industry is at a turning point, with
the change being driven by technology.
Specifically, technology allows products to be
brought to market faster and provides new
ways of marketing and distributing products.
Obviously, though, this also results in an
undermining of traditional distribution chan-
nels. Additionally, new competition, globaliza-
tion, and consolidation are realigning the
playing field.

At the same time, customers are changing.
On average, they’re younger and more
demanding. They want to initiate transactions
on their own terms, meaning when and where
they want. And, their top priority is getting a
deal, which means they have no loyalty to tra-
ditional providers.

The real challenge then is that there is con-
fusion on how to respond to these changes.
There is the recognition that the web has the
potential to answer some of these challenges
by providing efficiency, improving customer
service, enabling greater marketing prowess,
and broadening an organization'’s reach. But,
there is also resistance to some of the most
immediate changes the web is driving, partic-
ularly in distribution.

Most important are two key lessons we can
take from this period. Number one is to heed
the customer. To that end, this article will
review some of the ways technology is
enabling a heretofore undreamed intimacy

with and knowledge of the customer, as well
as faster product development and improved
responsiveness.

The second is to steer clear of the trap of
fighting to keep things the way they are.
Because even if you win that battle today, you
will lose the war; the status quo is already
over.

First, Let’s Look at the
Numbers

Probably the biggest technology issue
today in financial services has to do with the
concept of customer relationship management
(CRM). Many insurers, in fact, are investing
huge sums of money and time into CRM sys-
tems and their related technologies. According
to Ernst & Young, on average, 36 percent of
discretionary technology spending will be
focused on selling more to existing customers
by 2002.

Response to these trends involves more
than simply making major investments in key
technologies—although that is clearly an
essential part of the equation. CRM is a set of
integrated technologies and business opera-
tional and organizational initiatives that have
to align with overall organizational vision—
enabling an insurer to understand all the rela-
tionships it has with its customers, while also
offering maximum service with the most effi-
cient processing costs. An insurance company
obviously needs an extremely strong infra-
structure in order to support multiple lines of
business; and legacy applications; as well as
multiple contact and transaction points—
including call centers, web sites, agent

laptops, etc.

Continued on page 2
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From the Editor

by Diane G. Baker, CPCU

Pj[ Yhere are several “hot” industry items
covered in this issue of Personally
Speaking. The articles offer insight into

technology issues, the consequences of indoor

pollution, the importance of flood insurance,
and the diminished value issue in auto insur-
ance. A special thanks to all who contributed
these articles. This issue marks the introduc-
tion of a new “permanent” column where we
will share a number of your favorite web sites.
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Section Quarterly

Again, this is your newsletter. Please write
and let me know what is of interest to you.
What drives you to read Personally Speaking?
Thanks in advance for your support in making
our newsletter a success. ll

Diane G. Baker, CPCU, ARP
Allstate Insurance Company
2775 Sanders Road, E1IN
Northbrook, IL 60062-6127
E-mail: dbak8@allstate.com
Phone: (847) 402-7998

Fax: (847) 326-7843
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' Diane G. Baker, CPCU, ARP, is an

asszstant vice president of risk manage-

ment at Allstate Insurance Company in
E Northbrook, Tllinois. A graduate of UNC-

- Chapel Hill, she earned ber CPCU in |

| 1989. She is a past member of the GPCU
Society’s. Underwriting Section and past
, edztm of Underwriting Trends, |
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