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Bench Strength
Grading the skills of the IT staff is one of several steps insurance 
carriers need to take before moving into the brave new world of  

core systems replacement.
By Robert Regis Hyle

A
s technology changes the way 
insurance carriers do busi-
ness, companies are forced to 
adapt to those changes. But 
the technology is not the only 

thing changing; so too is the way carriers 
go about purchasing integrated solutions—
particularly those core solutions that are so 
vital—and expensive—to buy.

One issue insurers deal with is whether 
they have an IT staff to handle such a pre-
carious implementation. If an IT staffer has 
worked only for your company in his or her 
career, it is unlikely that staffer knows the 
full range of the new systems. Most impor-
tant, it’s unlikely that person has ever been 
involved in a core system replacement.

Stephen Applebaum, senior analyst at 

Aite Group, doesn’t believe a strictly internal 
well-established IT staff—what he calls a leg-
acy team—can properly represent an insurer 
in the software marketplace. For that, he 
maintains insurers need a world view. 

“The world view typically comes from 
the increasing shift of individuals from com-
panies, which you see more of these days 
than you did before,” says Applebaum. “As a 
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result, there is a lot of what I call knowledge 
sharing across companies. It is important 
that your IT team has this world view.”

Applebaum also believes it is valuable 
for a carrier’s IT team to have some mem-
bers that previously worked on the vendor 
side of the industry. 

“It gives you the ability to assess a ven-
dor’s pitch, kick the tires at a detailed level, 
and understand what they are saying,” says 
Applebaum. 

Depending on the size of the insurance 
carrier, companies might like a global view. 

“The market tends to be dominated 
by domestic carriers, but there’s a world 
beyond our borders and it is getting smaller 
very quickly,” says Applebaum. 

Charlene Malonie, assistant vice 
president, solutions architecture for The 
Dominion of Canada General Insurance, 
takes pride in the fact she hired architects 
who had worked for software development 
companies before joining The Dominion. 

“I also was fortunate to find ones that 

had worked in insurance,” she says. “We 
recognized that our existing teams didn’t 
understand new technology or new archi-
tectures. They didn’t have the experience 
with product selection that we needed to 
dig into the questions.”

When it comes to new solutions, 
Malonie believes insurers need to look at 
the framework and configuration, whereas 
in the past insurers typically looked at gap 
analysis during the selection process.

“Today you have to ask what the capa-
bilities are, what flexibility and features 
the business ultimately wants, and assess 
future capabilities as well as what currently 
comes out of the box,” says Malonie. 

Having an older staff has proven to 
be a driver for some companies to get 
away from their legacy environment, par-
ticularly if they use COBOL systems and 
employ some aging COBOL program-
mers who may be looking to retire in the 
next five to 10 years, according to George 
Grieve, CEO of CastleBay Consulting.

“They won’t have anyone who knows 
how to work on those systems,” he says. 
“Sometimes a lack of a set of skills is part of 
the business driver.”

Carriers, particularly smaller ones 
often ignore legacy asset evaluation before 
software selection, according to Grieve. 

“The issues of what am I actually look-
ing for, what am I going to replace, and how 
will the new system’s functional footprint 
overlie the existing functional footprint get 
pushed off toward the end of the selection 
process rather than before the selection 
process,” he says. 

Not many companies put together a 
modernization roadmap, which relates to 
software strategy and in turn a business 
strategy, adds Grieve. 

“Most companies that [CastleBay] walk 
into, you can’t ask for a copy of the busi-
ness strategy, a five-year systems strategy, 
and what their roadmap looks like,” he says. 
“Most of them don’t have a context of what 
they are doing. They have a list of perceived 
wants and needs that drive the project.”

THE SELECTIOn PROCESS
More insurers are turning to third-party 
providers for guidance when beginning 
their search for the right software package 
as they undergo a core systems replace-
ment. Grieve believes the reason for this 
is carriers recognize they don’t have the 
internal expertise to handle the selection 
process for such a major undertaking. 

“If I’m a carrier and I conclude—with a 
high degree of evidence on my side—that I 
don’t know how to select a software vendor, 
I’ll have a consulting company help me with 
that,” says Grieve. “But, I may not know how 
to select a consulting company, either.”

Grieve maintains it’s a good sign when 
insurers turn to others for help, but he 
points out it does cost the carrier time and 
energy. The carrier may or may not make 
the best decision in terms of the consultant 
they choose, he adds.

Selecting a new core system is a high 
leverage project and insurers can’t afford to 
make a mistake, points out Grieve. However, 
some insurers compound the problem as 
they seek the right consulting partner. 

“Instead of agonizing over which soft-
ware solution to go with, carriers instead 
are agonizing over which consulting group 
to hire,” says Grieve. “Rather than running 
around the software market themselves, 
they are trying to make sense of a growing 
consultancy marketplace.” 

The result is it now takes longer than 
ever for insurers to complete what is typi-
cally a multi-year undertaking when replac-
ing core systems.

“Some carriers are taking six months just 
to choose a consulting partner,” says Grieve.

The role of the business analyst is vital 
in determining what the requirements are 
and if the new systems satisfy those require-
ments, explains Ellen Carney, a senior 
analyst for Forrester. The data conversion 
portion of a core systems implementation is 
a huge discussion point as well, particularly 
determining who is going to do the work. 

“Is it the IT team, a third party or the 
application vendor?” asks Carney. “Data 
conversion is a huge element. Hopefully in 
the run up to a new core application deploy-
ment the carrier is addressing data quality.”

Applebaum agrees the process for 

“Our existing team 
didn’t have the  

experience with 
product selection  
that we needed.”

—Charlene Malonie, The DoMinion
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insurers shopping for new core solutions 
has changed in recent years, but he’s not 
sure it has changed for the better. 

“Previously it was the line-of-business 
responsibility to do a core system replace-
ment,” he says. “The VP of claims would 
huddle with his partner, the IT manager, 
and typically they would do one of two 
things: An RFI would be sent to everyone 
they could find, but they would have a pre-
disposed idea on what companies would be 
on the short list.”

Such a process may look formal, 
according to Applebaum, but he doesn’t 
believe it was as rigorous as it needed to be. 

“It had a formulaic look and there was 
a process involved, but at the end of the day 
I believe the pre-supposed outcome was 
well known in advance and that doesn’t 
make for a healthy analysis,” he says.

The second change, points out 
Applebaum, is the emergence of the pro-
curement process.

“The line-of-business heads aren’t left 
alone anymore to make major procurement 
decisions, but rather carriers are form-
ing procurement teams,” he says. “It’s good 
news/bad news for the vendor community. 
The good news is [the procurement teams] 
tend to be open minded, detail oriented, 
and research driven.”

Applebaum believes this process is 
more scientific. Also, there are no presup-
positions about who might be on the short 
list. These teams also are developing skills 
in terms of leveraging their size. 

“Prior to 1990, this was a relation-
ship-driven industry,” he says. “People 
spent years developing a trust relationship 
between vendors and carriers. Those rela-
tionships quite often resulted in business. 
But in the world of procurement, the rela-
tionships are gone and the scientific exami-
nation process is stronger.”

Applebaum believes today’s better pro-
curement process forces vendors to prove they 
have a product that holds up under scrutiny. 

The process gets more confusing when 
you consider the style of solutions that 

carriers have to consider, including recent 
developments in cloud computing. Carney 
reports she spoke with a tier-one carrier 
and was shocked to learn what the carrier 
was interested in putting into the cloud. 

“There seems to be more willing-
ness to test the waters,” she says. “I think 
it’s going to be a long while before we see 
policy administration systems in the cloud, 
but you could see billing first and maybe 
claims management second. There obvi-
ously is potential for claims estimating 

in the cloud, but it will be a while before 
we see policy administration go that way, 
except maybe for expanding to new mar-
kets or a new product line.” 

VEnDOR ASSISTAnCE
The good news for insurers looking to 
replace their core systems is there are ven-
dors who not only write good software but 
also have good implementation processes 
and track records, points out Grieve. The 
bad news is there are very few of them. 

“There are some vendors with good 
software, but they don’t have the attendant 
methodologies and implementation prac-
tices that are a match for the quality of the 
software,” he says. “The software has gotten 
better faster than the implementations.”

Carney maintains there is a big expec-
tation among carriers that the vendors are 
going to guide them through these pro-
cesses, but she believes it is important to 
get those expectations in writing. 

“There are situations early in the process 
where you get the vendor’s A-team, but when 
it comes to the implementation you might 
get a less stellar team,” she says. “That’s cer-
tainly a concern insurance IT shops should 
have. They need to get some assurance about 
the caliber of resources the vendor is going to 
apply to make the project successful. IT orga-
nizations should also have their own trusted 
integrators involved in the project, too.”

If you are a tier-two or tier-three car-
rier looking to replace one or more core 
system platforms, it is imperative to find a 
vendor to support all the installation and 

maintenance needs. 
“I can’t think of a single [smaller] car-

rier that has enough in-house resources 
to support such a project—starting from 
design and moving through implementa-
tion,” says Applebaum. 

How important is it that your core sys-
tem advisors bring those skills with them 
as opposed to partnering with yet another 
company, such as a third-party integrator? 

Applebaum believes it is becoming less 
important as many of these vendors have 
done a good job of creating certified con-
sulting partners. 

“[The vendor] ensures that they are 
well-trained on the product,” he says. 
“When a company needs those services the 
vendor will point to their list of partners. 
There are some vendors that have those 
resources in-house. In-house resources 
are better informed with a deeper, native 
understanding of products. That’s a factor 
a company has to carefully consider as they 
look at systems replacement.”

The Dominion selected the OneShield 
Dragon system for its policy administra-
tion system and Mitchel Maykel, senior 
marketing manager for OneShield explains 
that it was important for the carrier to rely 
on OneShield to help transition knowl-
edge, and build up expertise within the 
carrier’s IT organization. 

“How effectively you do that dictates 
how long your dependency lasts,” he says. 
“Some organizations either have a more 
concerted effort toward that or more levels 
of success. I know of organizations that—
10 years out—are still completely reliant 
on the vendor. It depends on how serious 
you are about it and how hard you work to 
ramp up and train your people.”

Where Malonie would expect to get the 
benefits from the continuing association 
with the vendor is in ongoing maintenance. 

“I would rely on them to do the 
changes,” she says. “Because these solutions 
are so configurable, I can’t rely on vendors 
to do configuration. We have to get our 
teams up to speed. We test the product on 
our ability to pick that up and make sure 
we are responsible to the business.”

Greg Hillier, vice president, application 
delivery for The Dominion, believes con-
sulting groups are leading the way initially 
for insurers in terms of pushing projects 
forward because they have expertise that 
most carriers don’t have. 

“[Insurers] have the business knowl-
E continued on page 38

“I can’t think of a single smaller carrier that 
has enough in-house resources to support 

such a project.”
—STephen applebauM, aiTe Group
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edge and a vision of where we want to go,” 
he says. As far as installation and mainte-
nance, Hillier feels it is necessary to rely on 
the people who understand the application 
to drive that portion of the project. 

“You will always have some relation-
ship and dependency on the vendor to 
selectively use their resources over time,” 
he says. “Three or four years out, if I need 
that expertise, I will go back to OneShield 
and ask if they could supply individuals. If 
you are going to do a core upgrade you are 
going to be relying on the vendor.”

PROJECT mAnAgEmEnT
The Project Management Office (PMO) 
adds a degree of safety, security, and timeli-
ness to a project that a carrier can’t accom-
plish if they don’t have people with formal 
PMO training. 

“Most of the highly successful imple-
mentations I’ve seen have come when a 
formal PMO already exists or is established 
for major projects,” says Applebaum. 

“Think of how disruptive this type of 
project is going to be,” says Carney. “The 
establishment of a project manager or an 
engagement strategy means there needs to 
be lots of internal communication about 
what is happening and how it will impact 
people. The PMO is kind of the glue that 
keeps it all together. Core system replace-
ment is not a project that gets done in a 
quarter and running such a project is cer-
tainly not a part-time job.”

Hillier points out that in addition to 
The Dominion’s own project manager, 
OneShield supplied a project manager 
to keep track of and actually manage the 
changes of the application. 

“We managed the project overall and 
[OneShield’s] project manager would be 
there for there specific piece, but we had 
overall responsibility,” says Hillier. “To take 
on something of this nature—we had not 
internally done such a project of this mag-
nitude—we had to go out into the market 
and hire a senior manager who could help 
us run a project of this size.” 

When you undergo a core system 
replacement such as what The Dominion 
undertook, you are not just looking at policy 
administration, you’re looking at all the inte-
gration points as well, according to Malonie. 

“Basically it was a whole program of 
changes,” she says. “There were different 
applications like claims, the print solu-
tion, the reporting and billing solutions. 

They were all engaged in the project. The 
program manager kept all the different 
projects in line as well as a senior project 
manager for the policy implementation.”

Grieve believes project management is 
a huge problem for companies to deal with 
when looking to replace their core systems, 
especially small carriers. 

“The cost component for these imple-
mentations is tremendous,” says Grieve.

Not only do insurers have to buy the 
software package, but they also have to buy 
the software maintenance, as well as pay 
the vendor for implementation.

“That’s usually a number that is in 
excess of a small company’s annual budget,” 
he said. “It’s extremely stressful financially.”

With the financial burden hanging 
over them, some carriers try to do some of 
the development in house to keep the cost 
down, but this strategy robs the company 
of resources to keep the lights on within 
the IT department, according to Grieve.

The basic problem in core system 
replacement is that carriers replace core 
solutions once every 20 years so they don’t 
know how to do it since few staff mem-
bers—if any—were around the last time 
such a project was attempted. 

“It’s the same reasons why more com-
panies now require consulting groups to 
help them find software,” says Grieve. “The 
argument equally applies to getting that 
software successfully implemented. There 
are skill sets that companies don’t have, like 
project management. They usually have 
people that have managed small mainte-
nance projects or system upgrades rather 
than core system replacements, which are 
on a completely different magnitude and 
scale of complexity.”

When carriers try and deal with the 
budget issues involved with such projects 
they make the mistake of trying to figure it 
out as they go along.  

“Testing a new policy administra-
tion system is extremely complicated,” he 
says. “[Some carriers] don’t have enough 
people and they don’t have people with 
the right skills. And even if they have 
people and people with skills, they don’t 
have methodologies and discipline to help 
support this because it is so much bigger 
and more complex than anything they’ve 
encountered in 20 years. A larger carrier 
with more financial resources and possi-
bly more infrastructure components in its 
IT organization deals with these issues a 
lot better.”  TD

E continued from page 18
Adaptik president and CEO 
John B. Pettit introduces you  
to one of the Seven Deadly  
Sins of Policy Administration  
– and how you can avoid it.

Deadly Sin No. 3: 
Assuming you’ve 
designed the entirety 
of the product

Years ago, a friend in the business 

told me that policy administration 

RFPs he reviewed were almost 

inevitably missing the most 

important system requirement – 

the one that hadn’t been thought 

of yet. He was right then – and  

he is still right now.

P&C policy admin systems are 

designed to last for quite a while. 

It’s inevitable that requirements 

will shift during the life of 

the system, as well as during 

the project. Things change. 

Opportunities arise. And if a 

carrier’s system isn’t architected 

with change in mind, they’ll 

be hamstrung in their ability to 

respond effectively to even the 

most routine changes. 

Distribution methods are 

constantly evolving and 

expanding. Inorganic growth 

often necessitates adjustments 

throughout the policy admin 

system. A system built without 

these possibilities in mind can 

cause opportunities to be lost  

or squandered.

That’s why Adaptik’s PolicyWriter 

solution was designed to 

embrace product evolution and 

support changing structures 

– even ones that haven’t been 

thought of yet. And when the 

time comes for a tweak, it’s 

configuration – not a full-scale 

coding effort.

PolicyWriter. It’s flexibility. 

Defined.

Examples and more at

3

The winds of change.
When Hurricane 
Andrew swooped in and 
devastated south Florida, 
home improvements  
once considered  
non-essential  (such as 
storm shutters) impacted 
P&C carriers’ expenses 
almost overnight.

One carrier decided to add the 
newly required storm shutter 
discount to its home policies.

Time to implement this discount 
in its legacy admin system?

Three months.

Time to configure a new  
discount using PolicyWriter?

10 minutes.

To learn more and 
watch the video, scan 
this code or visit us at
adaptik.com/windsofchange 

VISIT US  AT IASA  Booth #932

Flexibility Defined.
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