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Report Coverage

It started as most things do, rather innocently – a simple research project on the use of business analytics in 
the insurance industry. The three gentlemen on the research interview call were adamant. “We know we have 
a ways to go, but we’re getting there. We’re making progress. We’ve come a long way.” My question in return 
was straightforward: “How do you define ‘there’ and how will you know you’ve arrived?” After several seconds 
of silence one of them said, “That’s a good question ...”

This report is an attempt to answer that question based on interviews in late July, August and September  
of 2008. The interviews were with 15 thought leaders in business analytics in the insurance industry. These 
individuals, all with significant experience in starting, growing, using or managing business analytics in their 
organizations, shared their insights and expertise in describing the cultural, organizational, technological  
and personnel challenges and changes required for their organizations to more broadly adopt and utilize 
business analytics.

My goal is not to describe what the insurance market is using business analytics for, but how the use of 
business analytics is changing the insurance market, and what organizations need to consider to make that 
transformation more powerful, more palatable and more profitable. While the intellectual stimulation, the 
challenges to traditional thinking and the enthusiasm for the topic were undoubtedly the interviewees’, the 
conclusions that follow are mine.     

Background 

Profitable growth is an elusive goal in today’s increasingly competitive insurance industry. Rapid development 
and deployment of new products and product features, balancing broader distribution channel opportunities, 
managing risks across the organization, responding to increasingly demanding regulatory and reporting 
agency demands, and providing more precise pricing levels require effective decisions to be made with greater 
accuracy, efficiency and transparency. Personal experience, while still valuable, is often insufficient in meeting 
the requirements for consistent, accurate and effective decisions in a rapidly changing marketplace.  

Leading organizations are increasingly turning to business analytics as a key means of survival. Business 
analytics solutions are being used by insurers to reduce the time required to react to competitive pressure, to 
respond efficiently to market changes, to increase effectiveness of business managers in improving financial 
results and driving value for the organization, to more effectively manage the many risks the enterprise faces, 
and to improve the precision and efficiency of operational decisions. Yet, far-reaching, enterprisewide  
programs are still an anomaly. Cultural issues are often the reason for limited enterprise programs. Why  
and what can be done are the focus of this report.  

Best Practices for Leveraging Business Analytics in Today’s and Tomorrow’s Insurance Sector
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For this report, the primary forms of business analytics include (see Figure 1):

Ad Hoc Management Reporting and Dashboards. These are business analytics a. 
solutions where analysis and reporting tools are used to provide automatic feedback 
on the achievement of key performance criteria. They are also used to do ad hoc 
reporting on data from a variety of data sources in order to improve management’s 
ability to make better and faster decisions. Common examples include claim 
reporting and settlement lag time, call center response times, achievement of service 
standards, etc.

Profiling and Segmentation. These business analytics solutions involve data mining b. 
to determine the historic behavior of a group, or the performance of a grouping 
of people, risks or transaction types. Common examples include customers by 
profitability, claim types by severity or frequency, customers by product preference, etc.

Forecasting. This business analytics solution allows an insurer to attempt to c. 
determine a time series estimate of what will happen in the future based on statistical 
evaluation of current and historic aggregate data.

Predictive Analytics. This business analytics solution attempts to predict future d. 
behavior or performance based on an analysis of historic transactional data, third-
party data (like loss history, motor vehicle, geodemographic data, credit data, etc.) 
or derived data often calculated from one or more data elements. The analysis often 
results in a score or recommended action being assigned during the processing 
of a transaction. Examples include: determining the loss ratio relativity of a risk 
being underwritten, the pricing adequacy based on anticipated loss experience, the 
propensity for fraud on a reported claim, etc. 

Optimization. This business analytics solution focuses on optimization of business e. 
decisions usually based on multiple scenarios or multiple predictive analytics models. 
For insurance, optimization is almost always constrained optimization. For example, 
maximizing response to a direct response campaign, constrained by a marketing 
budget.
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Figure 1: Primary Forms of Business Analytics: Data Insight and Business Value
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In the following paragraphs, I use the terms “line of business” and “functional units” quite often. As most 
readers will know, the granularity of the term line of business differs from organization to organization. For 
one insurer, line of business may mean personal lines insurance. For another, personal lines auto and personal 
lines homeowners are both lines of business. Since the granularity matters less than the amount of autonomy 
granted to most line-of-business units in insurance, I’m referring to the broad concept that encompasses 
both examples. The same holds true for the term “functional units.” Examples of functional units in insurance 
include claims, underwriting, marketing, finance, etc. Here too, functional units may operate very autono-
mously from one another. It is the autonomous nature of these operations that I’m referring to below.  

Cultural Issues: Collaboration and the Secrecy of Silos

Business Analytics Adoption 
Figure 1 implies a hierarchy for business analytics. One of the hypotheses I wanted to test was whether the 
business analytics capabilities had an innate maturity model. In other words, are business analytics capabilities 
being adopted sequentially – starting with ad hoc reporting and moving up the chart through dashboards, 
segmentation, forecasting, predictive analytics and optimization? The first organization interviewed was 
adopting the capabilities sequentially, having moved from ad hoc reporting and dashboards through forecasting, 
and was now waiting to adopt predictive analytics (see option 1 in Figure 2). However, this is the only 
organization I visited with for which this was true.  One organization had adopted a predictive analytics
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solution, jumping over dashboards, segmentation and forecasting, only to return to them as enablers when 
deploying the predictive models (see option 2 in Figure 2). A third had started with forecasting and had yet 
to broadly adopt predictive analytics. However, the work on forecasting had affected their interest in profil-
ing and segmentation, and their design and use of dashboards (see option 3 in Figure 2).  

The organizational entry point for business analytics had much more to do with the business objectives and 
the culture of the organization than the sequential adoption of business analytics capabilities. Where revenue 
growth and distribution management are key, forecasting and segmentation find ready acceptance. Where 
operational efficiency is a primary objective, dashboards are adopted relatively early. Where pricing precision 
and loss cost modeling are important, predictive analytics are an easy decision. What was clear from everyone 
involved was the importance of being able to link business analytics capabilities together. The adoption of 
predictive analytics models often changes the operational data characteristics that get monitored and managed 
in a dashboard. Predictive models may also identify more profitable or less profitable client segments, driving 
more robust segmentation analysis. Forecasting often demands the ability to drill down into what have  
historically been static operational reports. This implies a high level of collaboration either among the technical 
products or among the business users in order for the business analytics solution to be used effectively. In 
order to leverage investment in business analytics tools and capabilities, it is in the best interest of the enterprise 
to promote collaboration among the many users of the technology. However, there are many inhibitors to 
this collaboration.

Figure 2: Business Analytics Adoption Patterns – Three Examples
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Cultural Inhibitors to Using Business Analytics 
Working against increased collaboration is what one interviewee called the “silence of the silos.”  The line-of-
business or functional autonomy in many insurance companies can often be an inhibitor to the rapid adoption, 
deployment or expansion of business analytics. Line-of-business heads and operational leaders skeptically 
view initiatives that may challenge or limit the impact of their experience or expertise. They rebel at decisions 
that fly in the face of generally accepted business practice, limit their ability to personally make the deal, or 
expose their mistakes or market weaknesses.   

On occasion, there is also a deeply held cultural belief that the decisions to be made are simply too complex 
or too line-of-business-specific for an automated analysis to outperform an experienced decision maker. One 
interviewee cited an early example of a business analytics solution that was used to recommend actions based 
on the analysis of the data available. The recommendations were ignored 50 to 80 percent of the time, 
depending on the user receiving the recommendation, even though the models had been validated on his-
toric data and had been statistically shown to improve results.  

Where line-of-business silos are early successful adopters of business analytics solutions, this is often hidden 
or suppressed organizationally in order to leverage the benefit within the silo, avoid too much corporate 
oversight, limit interference or protect valuable and required resources. Rather than collaborating on expanded 
use of analytics, business managers seek to retain direct control in pursuit of the organizational objectives 
against which they are measured. 

Linked to the silence of the silos is another cultural inhibitor that emerged in the course of the research – the 
value the organization places on operational excellence versus thought leadership.  Insurance is seen as a 
business that requires time to develop the experience and expertise needed to understand the nuances of 
both organizational practice and key success metrics. Span of operating control continues to be a major factor 
in both compensation and advancement. What emerges is an apprenticeship model that rewards time on the 
job, learning the requirements of one’s functional and line-of-business roles and the acquisition of decision 
clarity through extended experience.  

Business analytics resources bring a different perspective, in which analysis of internal and external data, clarity 
of business objectives and metrics, and analysis of past performance provide insight into required changes in 
decision criteria; into emerging success metrics; and into identification of new organizational risks and 
opportunities. They understand the danger that function-oriented metrics and reporting can reduce an 
organization’s ability to effectively use its data as a corporate asset. When faced with pushback from opera-
tional resources, however, the reflex continues to be to have insurance operational experience trump analytic 
thought leadership. While this is changing, it is still evident enough in my work to bear review by anyone 
seeking to initiate or expand the use of business analytics organizationally. An organization committed to the 
belief that only experienced personnel have the insight necessary to make important decisions should take 
care when hiring high-quality analytic resources, especially ones from outside the insurance industry. 
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Overcoming the Cultural Inhibitors
The constraints of the silent silos and the apprentice model are being overcome by market factors, business 
analytics champions and business analytics performance. Market factors driving change include the perceived 
need to improve the organization’s ability to identify market opportunities (new product, new territories and 
new distribution channels), respond to the activity of competitors and react to changes in regulatory or 
operational changes. New distribution channels, new territories and new product features are being identified 
and leveraged through the increased use of business analytics on industry data. Competitor activity is being 
analyzed to identify market segments or product/pricing deficiencies to be exploited. Producer and policy 
holder experience satisfaction metrics that cross product lines and even lines of business are becoming a 
focus for some insurers. Business analytics solutions are used to respond to new regulatory or reporting 
changes (the most ubiquitous being SOX 404) or to operational reporting initiatives, such as the enterprise 
risk management tracking requirements recommended by COSO. Finally, underwriting performance 
enhancement, claims severity and frequency, schedule rating recommendations, adjuster assignment and 
fraud identification are all examples of where insurers are using business analytics to improve performance  
of operations.  

Another critical component for overcoming cultural bias is having an active and highly visible champion of 
business analytics within the organization. These champions are most valuable when three criteria are met: 
1) Good champions are placed highly enough in the organization to be able to effect change and to provide 
budgetary and political support for the business analytics solution; 2) They have both a business and a 
technical understanding of the uses, strengths and weaknesses of the business analytics solution; and  
3) Other groups or business units feel comfortable accessing resources from a good champion without fear  
of adverse effect – either in terms of resources being pulled and reallocated, or resources having conflicting 
priorities.

Business analytics personnel themselves also help to overcome cultural bias if they are adept at creating and 
maintaining business relationships with the line-of-business or functional leadership. They need to model 
collaborative behaviors while remaining confidential and circumspect in their dealings with all clients, but 
especially those outside their reporting structure. And, they are very results-oriented. They understand the 
required balance between analytic perfection and good enough, while rapidly delivering value from the business 
analytics initiative. This results orientation allows them to partner with their line-of-business or functional 
clients when resolving business problems and delivering enhanced business value, rather than just being  
analytic resources.  

Staffing and Sourcing Issues: The Talent Squeeze Increases

Hiring Analytic Resources – Another Cultural Issue  
Identifying, recruiting and hiring analytic resources into the insurance market is one of the most ubiquitous 
issues identified during the interviews. One interviewee had two open requisitions for analytic staff  
members. They have been open for nearly a year. Job offers have been made and rejected. The interviewee 
was obviously concerned.
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The resource squeeze in insurance is linked to two primary topics of discussion among the interviewees.  
The first: “Is it more important for the analyst to have insurance experience, or is analytic expertise more 
important?” I found interviewees to be enthusiastically split on this issue. In one organization, all of the  
analytic staff members had insurance expertise. In another, the analytics group would not hire from within 
the insurance industry. The rest took less dramatic positions, but all had a point of view.  

A discussion about the value and role of actuaries in predictive analytics may illustrate the point. All of  
the interviewees recognized the excellent mathematic and analytic backgrounds that actuaries possess. In  
one organization, this background (both in analytics and insurance) was extremely valuable, and actuarial 
students who were becoming uncomfortable with the tests were recruited for use in the analytics depart-
ment. So too were ex-IT individuals with a strong analytics background. The interviewee talked about the 
speed to contribution, the understanding of the cultural issues, and the clarity regarding business objectives 
and key performance indicators as valuable capabilities and skills. Another interviewee talked about the  
pricing and risk segmentation focus of actuaries as being too narrow for the type of work his unit was doing. 
He talked about the value of approaching a problem in a nontraditional way, about the research training of 
good analysts and about not having preconceived notions about what the data was telling them. For his 
organization, these were the positive attributes he was looking for.

The differences in the scope and scale of issues the analytics groups were asked to address had something to 
do with the differences. The first group was focused on the use of analytics to meet requirements driven by 
line of business leaders who didn’t have the resources to commit full-time personnel to the predictive  
analytics projects. Having insurance backgrounds among the analytic resources facilitated the work effort 
and allowed the analytics unit to drive requirements and design solutions relatively independently. The  
second group was under a mandate from the CEO to challenge conventional wisdom and identify solutions 
that would transform how they were doing business. Out-of-the-box thinking was desired and reinforced.  

The answer to the question of whether to require insurance experience lies in the goals, objectives and  
culture of the organization. However, all the groups agreed on one thing: Whether the search for resources 
was internal or external, there was a squeeze on the number of resources available in the market. This issue 
brings us to the second topic of discussion: “Is HR a help or a hindrance in bringing analytic resources into 
the organization?”

The general consensus was that the human resources departments (in most insurers) require significant  
education before they are able to effectively identify, recruit, hire and retain analytic talent in the organiza-
tion. The issue has a cultural and organizational component. Culturally, most insurance companies reward 
span of operational control when determining job grades and salary bands. With the possible exception of 
actuaries and the law department, insurance companies are generally set up to promote and compensate 
based on the number of people, the budget or the revenue forecast under one’s control. Job families are 
established to promote consistency and budget ability within the HR function.  

For most of the organizations interviewed, the business analytics departments were not large. The largest I 
talked to was 10 people, and the average was six; so, span of control is not going to be a key driver in deter-
mining job grade or job family. For most of the organizations interviewed, job classes for statistical analysts 
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didn’t exist, or if they did, were grossly underranked. In one case, statistical analysts were given a job level 
similar to an IT systems developer. Awareness by HR of the value being placed in the market on these 
resources was lacking. Interviewees attempting to address this gap were often met with spotty success.

For organizations seeking to establish, grow or augment a business analytics unit – whether centralized or 
decentralized – having clarity of the business objectives is a key requirement. Where the desired analysis 
focuses on enhancing, improving and changing operational or performance-based business decisions, 
resources with business experience or resources without business experience (but tied to a business unit) 
appear to fit best. Business analytics units seeking to be disruptive, or where strategic decisions are the focus, 
may want to look outside the insurance industry for resources. In every case, establishing and negotiating 
with HR a job family that appropriately recognizes the span of decisions affected and the impact expected 
from business analytics resources will be necessary. Only in this case will the insurance industry identify, 
recruit, hire and retain analytic resources of the quantity and quality desired.

Outsourcing Analytic Resources – Does It Work?
Two versions of outsourcing were discussed with interviewees. One version is the consulting firm or vendor 
firm providing consulting services to build out the business analytics solution. The second is the outsourced 
business analytics resource model, where the outsourcing firm provides a pool of analysts prepared to build a 
business analytics solution for a client, regardless of the industry or the problem involved.  

The consulting firms supporting business analytics have been around for some time, have considerable expe-
rience with business analytics and have successfully deployed multiple solutions. The majority of intervie-
wees came from larger firms with managed business analytics units, and they were moving away from the 
consulting firms. Their concerns were discomfort with being removed from a deep understanding of their 
data with the perception of “black box” solutions, and with the ongoing cost for revisions or refreshes of  
the business analytics solutions for which they hired the consulting firm. They felt the consulting firms were 
still an important option for organizations that didn’t have business analytics groups, were attempting to 
move up the curve with their business analytics capabilities and had needs the consulting firms were adept  
at meeting.  

A few of the interviewees had experience with outsourced business analytics resource models – especially 
where the resources are European or Asian. The model has the business requirements defined locally, and the 
data is extracted from insurer and third-party resources – but the work is done offshore. While the availability 
of resources is attractive, those who had experience cautioned that significant internal attention is still 
required because of the differences between the international and US insurance markets (assuming the out-
source vendor has resources knowledgeable about insurance). One interviewee with significant experience 
used procurement resources internally to manage and maintain contracts, track standards of performance 
and monitor organizational satisfaction. At a minimum, anyone contemplating outsourcing business models 
must: deliver concise, detailed and validated business requirements; be familiar with the nuances of both 
internal and third-party data; access business-subject-matter experts to provide rapid turnaround on questions; 
provide resolution on escalated development issues, data anomalies and conflicting business objectives.       
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Alternative Resource Models  
Alternative models for harnessing, managing and deploying analytic resources are emerging. A few examples 
have been described as analytics on demand, analytic software as a service or hosted analytic solutions. What 
they share is an attempt to remove the infrastructure management or data management constraints from the 
insurer, providing either a software platform or an analytic platform (analytic software capabilities merged 
with data aggregation, data augmentation and data storage/retrieval capabilities). These options provide  
significant opportunity for those organizations strapped for business analytics support resources. While no 
one interviewed was pursuing these alternatives at this time, they agreed they provide distinct advantages for 
organizations without the personnel resources, infrastructure, data volumes and maintenance environments 
to efficiently and effectively deploy and use business analytics.    

IT and Technical Issues: Data Guardians/Data Stewards and 
Swiss Army Knives

Data Guardians, Data Stewards and a Visceral Understanding of the Data  
IT’s role in defining, designing, implementing and deploying the business analytics infrastructure was anoth-
er consistent topic in the research interviews. There were modest differences in their assessment of the role of 
IT in the analysis, selection and deployment of business analytics tools. The most consistent feedback came 
in the discussion of IT’s role regarding the data that is so fundamental to any business analytics initiative. 
Almost every interviewee provided a story of needing to work around IT to collect and aggregate the data 
they were attempting to analyze. In most cases, the data issues have now been resolved to a sufficient degree 
that no longer inhibits the progress and use of business analytics.  

IT’s perception of their role as data guardian or data steward emerged as a critical determinant of how diffi-
cult it will be to transition to successful business analytics support environments. As you can see in Figure 3, 
the differences between a guardian mindset and a steward mindset are dramatic. The steward mindset places 
IT in a proactive support role, and leaves room for the evolution of the enterprise from an operational excel-
lence mindset to the thought leadership orientation identified above. Data stewards encourage transparency 
in the data, monitor data lineage, are partners with the business side in resolving issues with the data, and 
facilitate data usage by as many line-of-business units and functional units as possible. Data guardians are 
often referred to as data cops since their primary purpose and role is to protect the data from misuse by the 
business side, assuring that they can answer any questions regarding the data’s integrity and quality. 
Paradoxically, the very activity they are trying to protect against is the activity that emerges. Business users 
find ways to pull data for analysis while minimizing IT involvement.  
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Figure 3: IT as Data Guardian Versus Data Steward
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Centralization of data management activity, data governance and master data management is a valuable 
component of widespread adoption of business analytics. Some organizations are able to document the costs 
of collecting and reporting on common data collected and analyzed in functional silos. Those that do can 
calculate the value of a shareable business analytics database and analytics toolset. IT needs to promote free 
access and flexible utilization, and not be perceived as bureaucratic or controlling for this centralization to be 
embraced. As one interviewee explained, “It’s all about how they (IT) help me find and use the data I don’t 
have.” Interviewees also described centralization as a means to keep the individual business units in synch, 
streamline resource requirements and leverage data budgets. However, they were negative on any activity 
that sought to keep the business side from better understanding the data. “One of the great benefits of 
strong business analytics activity is that the business units gain a visceral understanding of their data.” So any 
move to centralization that limits the business users’ access to the data required for broader use of business 
analytics will be resisted overtly (people will complain until freer access is granted), or it will be resisted 
covertly (people will simply find ways to pull the data for analysis without seeking the help of IT). For most 
of the organizations I interviewed, if resistance was required, it was covert.    
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Business Analytics Tools – The Swiss Army Knives of Analytics
Almost all interviewees talked about the recent advances in the technical capability of the business analytics 
tools being provided in the marketplace. In addition to the traditional standalone BI tools, new solutions 
attached to core transaction processing systems and financial and accounting systems are becoming more 
ubiquitous. The lines between business intelligence and predictive analytics tools are beginning to blur. The 
presentation of information is more robust, more flexible and more appealing than it was even a few years 
ago. Also increasing is the ability to analyze and use data from a variety of structured and unstructured 
sources. A brief conversation with the providers of business analytics technology will tell you that these are 
just a few of the examples of this enhanced functional capability. As one interviewee stated, “These new tools 
are like the Swiss Army Knives of analysis.  They have so many capabilities and so many uses that are excit-
ing; it’s difficult to know where to begin.” This echoes the lament I hear most often from the business analyt-
ics tool vendors – “My clients don’t really know how to use all the capabilities of the tool.” This discrepancy 
between current usage and current capability bodes well for the business analytics market. As the market 
matures, broader use will not be hampered by having to wait for functionality to be available. This is one 
place where the perceived business usage is expected to catch up with functional capability. Certainly, insur-
ance market vendors perceive strong financial incentives to continue to provide this capability. 

There is a downside. As the same interviewee pointed out, “The knife is still sharp and it’s easy to cut your-
self.” Most encouraged regular programs to share ideas, build skills, understand limitations and curtail misuse. 
Ongoing education and training on toolset functionality was seen as an opportunity for maturing the use of 
business analytics organizationally. The recent rise of more open source analytics tools, designs that incorporate 
analytic capabilities within operational toolsets, and the broader support of middleware in real-time analytic 
processes are also seen as both opportunities and causes of concern to the business analytics professionals I 
visited with. As one interviewee exclaimed, “With these new tools, my grandmother could build a GLM 
model. That doesn’t mean it will be designed and executed appropriately or even accurately.” The enhanced 
toolsets are enablers of, not replacements for, the kind of thought leadership that drives insight through 
analysis. Those organizations smart enough and entrepreneurial enough to leverage the resulting toolsets will 
find substantial opportunity to move more empirically driven solutions for either decision automation or 
enhanced decision support.  

Organizational and Structural Issues: The Decentralization of 
Dashboards and the Franchise Model

Centralization or Decentralization – An Organizational Debate
A consistent topic in the research interviews was the best structural and organizational method for managing 
and growing the use of business analytics within an insurance organization. Debated for some time, centralizing 
all business analytics resources into an enterprise support unit has advantages and disadvantages. 
Decentralizing the business analytics resources within individual business units has advantages and disadvan-
tages as well. Centralized units allow for more specialized human and technical resources, assure high levels 
of use on mission-critical work and facilitate the internal sharing of knowledge and insight. 
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However, creating shared business analytics resources can be organizationally challenging, and getting one 
unit to initially fund the investment can be a hurdle.  Debating how to best allocate the expense of a central 
unit often overshadows the value of the group as a corporate resource. Investing at the line-of-business level 
is often culturally more palatable.  Decentralized resources gain quick buy-in from the silo business units; 
help assure the goals, objectives and key performance indicators; are tied to business outcomes; and generate 
important business value quickly.  

Most interviewees did not see this as an either/or decision. Rather, they recognized that business analytics 
will only permeate the organization as a business model to the degree that individual business units embrace 
the concepts and use the technology to make better decisions for the organization. They also recognized that 
the individual business units will most assuredly continue to press for their own resources to meet their own 
unique needs. While centralization provided for easier acquisition of more advanced technologies and better 
assurance of attracting and hiring high-quality resources, all interviewees admitted there was no way to fully 
centralize the business analytics activity. They advocated continuing to support the needs of the individual 
business units and allowing line-of-business resources to have relatively free reign to advance their agenda.  

During many of the interviews, this position came with a caveat. The assumption was that the line-of-busi-
ness or functional users had the training and understanding required to assure appropriate, effective and 
accurate use of the business analytics solutions available to them. The business analytics capabilities outlined 
in Figure 1 contain very different user requirements to be used effectively, and the risks of inappropriate use 
differ dramatically. The primary threat from inappropriate use of dashboards and ad hoc reporting tools are 
“very beautiful and appealing reports that essentially don’t provide any true insight, or that track and mea-
sure the wrong business metrics.”  Predictive analytics models however, especially if they are inappropriately 
applied, can yield damaging business results – particularly if they are used in automated decision-making 
environments. So, the risks of ungoverned decentralization increase dramatically as one moves up the business 
analytics hierarchy. The consensus was that robust training programs combined with an accreditation process 
was necessary to govern the distributed and decentralized use of business analytics capabilities.  

As Figure 4 implies, most interviewees supported unlimited decentralization of at least the lowest levels on 
the hierarchy (ad hoc reporting and dashboards). Most agreed that ad hoc reporting and executive dash-
boards are most appropriately deployed within individual business units and/or within individual functional 
units. Predictive analytics and optimization, even though most often initiated to meet the needs of individual 
business units for all but the largest business units, is most successful when centrally funded, resourced, 
managed and maintained. Many interviewees reported, however, those individual business units continue to 
be adamant that predictive analytics initiatives and resources be maintained in their unit. For segmentation and 
profiling, and forecasting capabilities, both centralization and decentralization were seen as advantageous – 
based on the organizational culture and needs driving the activity.   
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Figure 4: Centralized Versus Decentralized Application of Business Analytics
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Several suggestions emerged for organizations needing to deal with organizational and structural issues. 
Appointing a chief analytics officer to oversee the appropriate spread of analytics organizationally was successful 
in one organization. Establishing an analytics center of excellence was successful in another. The most 
intriguing suggestion was the franchise model forwarded by one interviewee.

The Franchise Model – A Hybrid Model for Business Analytics Deployment
Before I discuss this business model, a few words on what a franchise means in this context. To oversimplify, 
in a franchise model, centralized research and development, cost-effective purchasing of raw resources, and 
brand marketing and promotion all take place at the home office or centralized level. Individual franchisees 
(or business units) take advantage of the significant marketing value from R&D and promotions, and 
reduced costs from centralized purchasing. But, the final decisions regarding local market requirements 
remain with the individual franchisee.  

I see a business analytics model applied in the same way. Analytic tools research and analysis, vendor contract 
negotiations and purchasing, data quality assurance and master data management are all centralized so they 
best meet the long-term needs of the whole organization. This should reduce the total cost of ownership of 
business analytics assets, reduce the complexity of the technology stack and improve the opportunity to 
leverage the functional capability of analytics more broadly in the organization. In addition, it overrides the 
natural tendency of an individual business or functional unit to purchase their own analytic tools, purchase 
suboptimal tools with just enough functionality to meet their needs or pick the easiest tools to use. Almost 
all of the organizations interviewed had at least three business analytics products (not counting Excel 
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spreadsheets) that were purchased by different units (either business or IT) to meet perceived special needs. 
From a centralization perspective, skilled and experienced analysts required for the most sophisticated business 
analytics applications are hired centrally in order to maximize impact and utilization rates.  However, their 
key findings and insight are shared across all lines of business and functional units.  The goal is to facilitate 
knowledge transfer through analytic collaboration. Analytic tasks and toolsets are then decentralized to the 
degree the business or functional unit provides proof of a minimum level of familiarity with them. This 
familiarity is exhibited during a program of skill-set accreditation that is relatively informal in nature. Similar 
to training programs provided by most business analytics toolset vendors, the difference is the primary focus 
of the training is not just on operating the tool, but also understanding the analytic parameters the tool 
requires. Setting the training agenda and the minimal requirements takes place within a corporate analytics 
council or an analytics center of excellence tied to the centralized business analytics group.

Data is one of the most important raw resources in the context of business analytics, and analytic data 
requirements are often different from the operational data that most line-of-business and functional units 
require to process transactions. The organization’s analytic data – whether in a centralized data warehouse or 
a series of analytic data marts – is also a part of the central franchise, at least at the logical data model level. 
That way, consistency of data collection, storage and retrieval for analytic purposes is designed, developed, 
governed and maintained centrally. Acquisition of data from third parties is negotiated and purchased centrally. 
Data quality and data transformation for analytic purposes is also handled centrally to assure capture of the 
elusive single version of the truth, which has more meaning analytically than operationally.  

Figure 5:  A Franchise Model for Business Analytics Governance in Insurance
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Summary

The use of business analytics continues to permeate the insurance marketplace. New tool capabilities, new 
business models and new data sources are constantly emerging. The successful organizations will be those 
that concentrate as much on the successful implementation and deployment of business analytics as on the 
technology. For these firms, creating a culture where thought leadership has an equal place with operational 
excellence, and where business analytics solutions are both centralized and decentralized within the organi-
zation, will be the focus. The franchise model provides a straw man for having this discussion internally by 
removing the either/or elements from the discussion. Finally, those organizations that develop job families 
for analysts – and that can recognize and compensate based on contributions toward success – will be the 
most successful in attracting, hiring and retaining the resources required for future success.
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