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LESS IS MORE

LEAN 2.0 PROGRAMS IN THE GLOBAL INSURANCE INDUSTRY

By Christopher Freese, Tim Hoying, Roman Regelman, William Yin, and Sebastian Bossung

NSURERS KNOW THAT LEAN processes

make for satisfied customers, but many
grapple with the basic challenge of how
best to create them. The demands of
insurance customers are increasing when it
comes to speed of processing and quality
of service, and the payoff from delivering
on those demands is growing in kind, given
how important positive customer experi-
ences and recommendations are these days
in winning new business. Simple and lean
processes are not just a significant factor in
cost competition but also the foundation
for superior service quality and long-term
customer retention.

The industry faces a number of specific
challenges in attaining this ideal. Many
processes involving sales, administrative
work, and external partners have devel-
oped over long periods and have become
correspondingly complex. At the same
time, media usage habits now require new
access channels, which need to be integrat-
ed without increasing complexity even fur-
ther. The same goes for introducing new
products and pricing or integrating compa-

ny businesses by making acquisitions or
merging. Ultimately, the continued cost
pressure is forcing the entire industry to
keep increasing efficiency just as demands
for quality and service are growing.

It is therefore no surprise that almost all in-
surance companies have launched optimiza-
tion programs under the heading of “lean”
in recent years. But it is also little wonder
that these efforts have achieved varying de-
grees of success. The fact is that many insur-
ance companies are still spending a great
deal more than necessary, and the costs are
adding up as duplication of effort and reli-
ance on manual processes cause mistakes
and increase processing times. According to
our analysis, this type of waste constitutes
up to 30 percent of non-value-creating work
and can climb as high as 80 percent in ex-
treme cases. Waiting time typically con-
sumes at least 95 percent of application pro-
cesses. (See Exhibit 1.) In the case of
property and casualty (nonmotor) policies,
that equates to eight minutes of actual
working time every six days. The shortcom-
ings often stem from lack of scope and in-
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EXHIBIT 1 | Waiting Time Typically Takes Up 95 to 99 Percent of the Application Process

Property and casualty
(nonmotor) applications

Gross working time Gross working time

8 minutes 20 minutes

6 days 6 days

Waiting time Waiting time

99 percent waiting time

Motor applications

99 percent waiting time

Health applications

Gross working time

3.5 hours

9 days

Waiting time

95 percent waiting time

Significant room to improve the customer experience

Source: BCG analysis.

put. For instance, many companies elect to
optimize single processes or departments. In
very few cases do they evaluate and im-
prove their processes on the basis of cus-
tomer perspectives and with lean principles
integrated throughout the organization.

Enter Lean 2.0, a modern take on the pro-
duction efficiency philosophy that creates
leaner, stronger, and more customer-oriented
processes. Lean 2.0 establishes a way of look-
ing at activities within the company so that
waste can be identified where it occurs and
improvements are integrated into everyday
work to improve quality and the customer’s
experience. With Lean 2.0, the customer
may be an end consumer or the internal or-
ganization. What matters is that processes
are viewed holistically, or “end to end.” (See
the sidebar “Five Practical Ideas for Your
Lean 2.0 Program.”)

If Lean 2.0 is to be more than a buzzword
for further management discipline—and if
it is to yield greater customer and employ-
ee satisfaction on a sustainable basis—
then insurers should actively consider what
has worked for other companies on the
road to becoming a lean company. Compa-
nies that have been successful in this re-
spect have dutifully considered and an-
swered four basic questions before setting
the wheels in motion.

What are our objectives? “Less waste, more
customer focus” is an understandable

desire. But if you want to be successful
with a Lean 2.0 program, you need specific
and ambitious targets for an improved
customer experience, higher employee
involvement, and real economic benefits.
Companies should compare their present
standing with where they want to be
positioned in the future, whether that’s
next year or three to five years from now.
Our experience has revealed that processes
can be 15 to 30 percent more efficient in as
few as 12 months and that most of these
savings can be realized with little or no
adjustments to IT infrastructure.

The targets of a Lean 2.0 program, how-
ever, must entail more than just mere
process improvements. They need to in-
clude prospects for slimming down the
business model, the organization structure,
or the IT architecture. Programs without
specifically defined financial, customer,
and employee targets quickly lose momen-
tum and run the risk of losing traction as
time goes on.

In this context, assessing priorities and
translating set targets into subtargets and
project steps are tasks for management.
Typical problems that insurers have battled
with—for instance, deciding between
quicker claims processing to increase cus-
tomer satisfaction and making sure claims
are valid in the first place—ultimately fall
on management’s ability to get involved
and make consistent decisions.
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FIVE PRACTICAL IDEAS FOR YOUR LEAN 2.0 PROGRAM

Five factors are essential to the success
of Lean 2.0 programs:

e Customer Orientation. Improvements
should be seen from the customer’s
perspective to ensure that the
organization does not revert to its
past practice of optimizing single
processes or departments.

e Performance Tracking. A central contact
point should monitor compliance
with priorities and support sustained
progress.

e Specific Targets. It must be clear what
the program should achieve—both

Where do we start? Nothing is as convinc-
ing as concrete results when it comes to
establishing internal support for lean
efforts. Pilot projects are a recommended
way to demonstrate the advantages of a
Lean 2.0 program and build momentum
for further action. The processes picked for
pilot treatment should cover multiple
organizational units to demonstrate the
overall effect of lean processes. They
should also be highly relevant to the
organization—meaning they exhibit high
frequency and capacity, such as those
supporting claims—and they should show
the potential for savings barring any IT
investment. While each pilot should be
tailored to the company’s specific needs,
there are typical “hot spots” of waste in
insurance companies that are ripe targets
for pilot programs. (See Exhibit 2.)

How can we reach the entire organization?
After a successful pilot phase, the expan-
sion of the Lean 2.0 program can begin—
without shying away from “sacred cows.”
Management must make clear decisions
about which processes have high, medium,
or low priority and should use benchmarks
and expert opinions to identify processes
that are especially in need of improve-
ment. As the program expands, skills will
be developed on the job—with employees

strategically and financially.

e Pragmatism. Not every problem needs
to be addressed with a big solution;
many little steps are often more
successful in delivering long-term
integration and savings.

e Skills Growth. Employees who acquire
new skills or develop new competen-
cies during the lean program should
be recognized accordingly (for
example, through certification) in
order to create a network of lean
“messengers” and foster a lean
culture.

acquiring know-how by actively working on
projects—and shared and sharpened
through training measures.

In the initial phase, a dedicated team should
serve as a competence center, composed of
lean experts from the pilot phase who have
since returned to their respective units to
apply their knowledge there. By rotating
trained employees, Lean 2.0 approaches can
spread throughout the company. Companies
can further support these goals and under-
score the importance of lean initiatives by
making experience with lean programs a
prerequisite for certain management posi-
tions. The goal is to gradually have the lean
culture internalized in the company so that
it is part of everyone’s daily routine.

How can we ensure that change is substan-
tial? Ultimately, any Lean 2.0 program
should pay for itself. For that to happen,
organizations need certain prerequisites: a
dynamic network of employees who have
experience with lean, an infrastructure
with appropriate tools and methods, and
clearly articulated arguments from senior
leaders for simplifying processes, effective-
ly communicating management’s expecta-
tions of a Lean 2.0 program, and actively
collaborating to implement changes. Lean
leadership is about the continued involve-
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EXHIBIT 2 | The Insurance Process Includes Hot Spots That Often Exhibit the Most Waste

> Sales >> Applications>> management>> Claims >>

Distribution
control

Sales partner
administration

Commissions
accounting

Source: BCG analysis.
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Note: Red areas represent operations that typically have the greatest improvement opportunity for applying lean practices. This does not
represent a complete landscape—only a selection of the largest processes shown. Processes that involve the sales field force are only shown if
they are part of back office processes.

ment of the company’s top performers in
the program—and about defining a frame-
work for success so that progress can be
monitored and can form the foundation of
a comprehensive and continuous dialogue
about quality and cost.

LEAN 2.0 ISN’T a onetime feat used to op-

timize processes for short-term successes.

Rather, it seeks long-term transformation by

About the Authors

recognizing that all activities that generate
waste and do not add value only serve to
weaken the company. Each and every em-
ployee shares responsibility for improve-
ment by making problems visible and treat-
ing them at their root instead of simply
allaying the symptoms. In the end, Lean 2.0
programs are successful when organizations
show a willingness to rethink behavior on a
fundamental level and, if necessary, effect a
forward-thinking cultural change.
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The Boston Consulting Group (BCG) is a global management consulting firm and the world’s leading advi-
sor on business strategy. We partner with clients from the private, public, and not-for-profit sectors in all
regions to identify their highest-value opportunities, address their most critical challenges, and transform
their enterprises. Our customized approach combines deep insight into the dynamics of companies and
markets with close collaboration at all levels of the client organization. This ensures that our clients
achieve sustainable competitive advantage, build more capable organizations, and secure lasting results.
Founded in 1963, BCG is a private company with 81 offices in 45 countries. For more information, please
visit bcg.com.
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