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Moderator Bradley A. Granger:  Welcome to Panel Discussion 14 on “Data Warehousing.” My name is Brad Granger,
FCIA, FCAS, a senior actuary for Pembridge Insurance Company, and I am the moderator of today’s session. I believe
that data warehousing is a very hot topic. It certainly is where I work. David is going to speak a little on the 80/20 rule.
Certainly, my experience has been that we spend 80% of our time trying to find data and update our databases, and
20% on analysis. We would really like it to be the other way around. Let us hope that data warehousing can help us
do that. I think it can.

Today’s speaker is David Van Den Eynde, the Area vice-president for Insurance and Healthcare for the America’s division
of NCR Corporation. NCR is a $6.5 billion dollar worldwide company, with headquarters in Dayton, Ohio. They are
a technology and services company with three main areas: data warehousing, where they are number one in the world;
ATMs, where they are number one; and cash registers, where they are number two in the world, and maybe where you
know of them historically.

David has been at NCR for eight years. Prior to that, he worked at the Great American Insurance Company for eight
years in Cincinnati, Ohio, where he gained very broad experience. He spent some time in underwriting, marketing, and
customer service, and started their new division in Western New York. Lest you think that he is an American, he actually
was born in Montréal, and grew up in Toronto. Has an undergraduate degree in business administration from Emory
University in Altlanta, Georgia, and he has an MBA from Emory University as well. So, without further ado, I will turn
this over to David.

Mr. David Van Den Eynde:  Good afternoon. I don’t know about you, but I am already a little sleepy and so I am a
little concerned about all of you. I am going to try and keep this lively. We only have an hour together and so I want
to make it memorable.

Brad, thanks for the introduction. Brad covered all of the points. I have been living data warehousing for eight years,
starting when I came out of Emory University with my MBA. The last thing that I wanted to do, by the way, was work
in insurance. I had just spent the prior years of my life in insurance, and it was the last thing that I wanted to get back
into. So, I looked at small start-up information technology (IT) companies, really green, so that I could diversify and
do something completely different from insurance. Lo and behold, I went to work for a company called Teradata, which
had been started by two Southern Californians, complete with flipflops and cut-off shorts. I was recruited by them, went
there, and ended up working in their Insurance Consulting Division! So, every time I try and get away, insurance keeps
pulling me back in. I think I am a “lifer” in the insurance industry.
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It is good to be here. Let us get started. As I said, we have only an hour together, and this is a tough audience. I wasn’t
sure what level of sophistication you would have with regard to data warehousing, and the value associated with data
warehousing – the technical concepts, and what have you. So, I just took a shot at this, but, if I am not meeting your
needs, throw a hand up and ask me a question. I am game for pretty much anything. We will get through this and,
at the end, have some more time for questions. I am available afterwards, as well. I want you to leave here having learned
something, and, if there is more information that you need, just come up here afterwards. I would be more than happy
to help you.

Why is there all this interest in data warehousing? What is a data warehouse? You will get the definition according to
me, and there are probably 100 definitions out there. When I started eight years ago in insurance, the big question was,
“What is a “data warehouse?” Eight years later, the question is, “I have a data warehouse and why should I be talking
to you?” How does data warehousing apply to the insurance industry? What is this concept called “business value”? I
have spent 90% of my time working with insurance companies to develop a business plan. We will discuss the business
case surrounding what, at the end of the day, is a technical solution. We can get into some customer examples, and then
the question, “Where do we go from here?”

I have a quick question. How many of you have data warehouses today? How many of you have data marts? (Data
warehousing, data marts – it is the same thing.) We will get into that. So, about a third of you have data warehouses
today. That is actually surprising. I thought the number would be a little higher.

What is keeping your CEO up at night?

We are doing a lot of work at NCR with Tillinghast Towers Perrin, with which I am sure you are all familiar. They
have developed a practice called “customer value management,” and they have done a lot of surveys and this is the latest
from their 2000 Financial Services Industry CEO Survey. (I would throw banking in there because it is good to keep
an eye on those bankers and see what they are doing, as well.)

What is keeping your CEO up at night? If you take a look at the life area, it is distribution effectiveness, followed by
increased competition, and then, changing customer demands. We are going to address those issues. On the property
and casualty (P&C) side, it is basically the same issues, but information technology management seems to be of particular
interest, as well as expense cost management. God bless P&C because that is always an issue. You always have to cut
costs.

0

20

40

60

80

100

Banking
Life
P&C

Distribution 
Effectiveness

Increased 
Competition

Changing 
Customer 
Demands

Information
& Technology 
Management

Expense/Cost 
Management

%
 o

f 
R
es

po
nd

en
ts

 
Se

le
ct

in
g



3Data Warehousing (PD #14)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXI, No. 2, June 2000

Does your CEO feel “well prepared”

How well prepared do your CEOs feel? This is scary, if you ask me. P&C CEOs feel most confident that they are
addressing these issues. I do a lot of work with bank assurance, and some retail commercial banks. They have their arms
around a lot of these issues. The fact that their CEOs feel least confident indicates to me that some of these P&C and
life CEOs don’t really have an understanding of the issues with which they are dealing.

Brad and I were just having a conversation about who in the insurance industry is ahead of whom. Is Allstate Canada
maybe a little bit ahead in data warehousing than, perhaps, another P&C carrier in Canada? That may be the case, but
the bigger issue is, we can’t continue to look at each other and benchmark against each other. There is new competition
coming out of the woodwork and it is coming to eat our lunch. If we continue to look at each other and try to do
benchmarking in terms of “maybe we are a little bit better than they are,” I think we are really missing the boat. I have
a couple examples in the financial services industry. That is one of the messages I wanted to impart to you. We have
to start lifting our heads to look outside our traditional comfort zone to see where we are in terms of using data for
business value – which is really what data warehousing is all about.

So, with those issues, what are the key obstacles? Technology is the number one issue. That is probably not a big surprise.
I suspect that all of you are very familiar with the technical limitations associated with trying to use detailed data and
trying to address specific business problems – which is what a data warehouse is all about. We will get into that. Do
we have any IT folks in the audience? No? Then I can speak openly. I do a lot of work with IT folks and I try to
bridge the gap between IT and business. In an IT Executive Survey produced by CSC, the number one issue last year
was to “align IT and corporate goals.” That is really what a data warehouse, if properly implemented and properly used,
is meant to do. It is meant to provide data that bridges the gap. It takes data that has been historically trapped within
the realm of IT and opens it up to business users for business benefit, or business gain. It is not a blank cheque: “Here
is umpteen million dollars.” There is a tight return on investment (ROI) associated with everything that you are doing.
There is complete alignment of the business and IT communities as you move forward.
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CEOs are not satisfied

From the CEOs’ perspective (this is from an A.T. Kearney survey of 213 CEOs) in answer to the question, “Does your
organization need a new approach to aligning technology and business?” 44% agree and 21% strongly agree. You are
looking at two thirds of CEOs who are saying that this isn’t working. We will talk about why that is.

So, what is a data warehouse? This is the definition according to me: it is a central repository filled with consolidated,
detailed data from numerous systems and multiple company sources to be used by various end-users to achieve
numerous, yet specific, business objectives.

Unidentified Speaker: (Inaudible)

Mr. Van Den Eynde:  On the Tillinghast Towers Perrin Survey – it is a great question – yes, there was Canadian
representation. On this past A.T. Kearney Survey, I don’t believe there was. I will also be quoting some Insurance Bureau
of Canada (IBC) statistics on data warehousing which is strictly Canadian. They did a survey on 54 Canadian data
warehouses.
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Insurance and healthcare data warehouse customers

So, at the end of the day, what is a data warehouse? It is the single version of the truth. Here is a list of insurance
companies that are customers of ours. This is, obviously, a subset of all data warehousing customers out there who are
trying to get a central repository so that they no longer need spend time worrying about whether their data are correct.
Specifically, this is what they are dealing with and I would suggest that it represents what all of you are dealing with.
This is each end-user group accessing data from legacy systems:

An insurer’s current legacy system environment

•AAA of Southern California

•AFLAC (Japan)

•Allegheny Hospital

•Allstate-Canada

•American Red Cross

•Anthem BCBS

•AT&T Health Affairs

•Baxter International

•BCBS of Illinois

•BKK BV (Germany)

•Centraal Beheer (Netherlands)

•Chiyoda Life (Japan)

•CNA

•CGU

•Columbia / HCA

•Corona DVV (Belgium)

•Crawford THG

•CSS Versicherung

•Dong BU (Korea)

•Dateq - Transunion

•Equitas (UK)

•The Hartford

•Highmark BCBS

•Kuo Huang Life (Taiwan)

•Liberty Mutual

•Merck Medco

•Mercy Care Plan

•Michigan Medical Ser. Admin.

•Mitsui Marine & Fire (Japan)

•Mutual of Omaha

•Nationwide

•NHI (Taiwan)

•Nisshin (Japan)

•OHRA (Netherlands)

•Ontario Ministry of Health

•Principal Healthcare

•Quebec Ministry of Health

•Royal Sun Alliance (UK)

•Samsung Life (Japan)

•Skandia Vesta (Norway)

•State of Minnesota Medicaid

•Taiwan Ministry of Health

•UAP Provincial (UK)

•UnumProvident

•Vesta (Norway)

•Zurich Kemper Life

n Inconsistent, Inflexible Data
n Poor Response Time
n Misinterpretation of Data by Users

Claims
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Business Line Managers
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Claims and underwriting are trying to get claim count information and loss information from two completely different
operational systems. You are running queries off operational systems, which were never designed to run queries. It was
always designed to process transactions. Your claims system is meant to pay out as many claims as quickly as possible.
It is not meant for you to run a multi-table join to say how many blue Corvettes had an accident within the last six
months. That is not what it was designed to do. Yet, every insurance company with which I deal has this kind of scenario
at various levels of sophistication where they are trying to get detailed data from these operational systems.

Fixing the legacy system bottleneck

• Centralized Data Repository
• Single Version of the Truth 
• Clean, Accurate Data
• Organized, Timely Availability
• Historical Detail
• Shared and Accessible
• Ad hoc Discovery & Analysis
• Flexibility
• CRM-focused Logical Data Model

Claims Underwriting

President

CEO

Marketing Actuarial Legal Management
Information

System

Actuarial DataActuarial Data

Premium & Loss DataPremium & Loss Data

Sales DataSales Data

Customer DataCustomer Data

Product DataProduct Data

DataData
WarehouseWarehouse

External DataExternal Data

This is my representation of Brad’s comment about the 80/20 rule. This is why you are spending 80% of your time
gathering data – because it is hard to do. You have to understand every one of those legacy systems; you have to
understand the data definitions associated with each of them; you have to be able to somehow reconcile the numbers.
I did this work with a P&C company on the west coast of California eight years ago, my first customer. This was my
depiction of their current legacy system environment. Not only did they agree with this depiction, they had their quarterly
meeting with all of their senior vice-presidents and all these areas together, and they spent the first hour-and-a-half of
a two-hour meeting arguing over whose numbers were right. They couldn’t tell you the net premiums written. (Well,
they could tell you, but they had six different numbers.) Sometimes you have to lift your head up and say, “This is
not the way to run a railroad.” (By the way, I think the railroads are doing a better job than this.)

The bottom line is, how are you going to get past this situation? How are you going to get your hands on the detailed
data that you have? The question is not, do you have data? The question is, do you have information? Insurance companies
are great at collecting data, and they are great at keeping it. They are good at collecting data. A lot of them have a lot
of data trapped in different places. Folks like yourselves are trapped going through contortions to try and get the data
out, so that you can answer some relatively simple, basic business questions.
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The insurance enterprise data warehouse

Claims

Premium

Policy Admin.

Billing
Core
Databases

Presentation
Databases and/or Views

Claims

Finance Marketing &
Sales

Actuarial Agents/Brokers
Underwriting

Partners

Sales 
Reporting Customer Relationship

Management

Fraud and Abuse

Rate Development.

Product 
Development

Exponential Value ? High Value Moderate Value

Logically, what is the answer? This is a logical depiction. Which one is a central depository, or what we call a data
warehouse, that has a single version of the truth? Which one has the detailed data from all of those operational systems
funneled into one depository? It sounds simple, but, obviously, it is not. The hardest part of doing this is going from
all the transactional data reconciled and getting one definition for premium earned, and getting one definition for
incurred loss. All those operational systems probably have various definitions. You have to go through that, usually with
help, to get a single definition and then populate your warehouse.

Someone put up their hand regarding a data mart/data warehouse, and I was joking, obviously, because data marts can
serve a very useful function. This logical depiction is a data warehouse because there is one repository that has all of
the detailed information going in there. You have product data, customer data, sales premium, loss, actuarial, and external
data, which has become very big on the marketing side. The key here is that you have one place that everyone can access
for different reasons. Obviously, actuaries are looking at the data for a specific reason that may be very different from
what marketing is trying to take a look at. The key is, you are using the same data.

Data marts can play a role in this, especially with actuaries. Often, you have some very intensive queries that, for
performance reasons, you might want to run on a separate platform, but the key is dependent data marts versus
independent data marts. A dependent data mart hangs off the warehouse. It gets its data from the warehouse; it is not
getting the data from the operational systems. It is dependent on the data warehouse.

Where insurance and all other companies get into trouble is with independent data marts which are, say, for the actuarial
group. You get your own little platform and start pulling data from your operational systems to meet your business needs
and start cranking out the data. That solves a very short-term issue, but it creates a lot of problems when you want to
get some other data that you currently don’t have. More importantly, when someone tries to get data from their own
system – say, marketing creates its own independent data mart and tries to pull data from yours – the data definitions
do not reconcile. All of a sudden, you are recreating this picture except with data marts. The big thing is, you are



8

Délibérations de l’Institut Canadien des Actuaires, Vol. XXXI, n o 2,  juin 2000

L’entreposage de données (TR #14)

recreating a 1940’s problem with year 2000 technology, and you get into trouble quicker. You have to be careful with
the data mart piece. I want to stress that the dependent data mart serves a specific function. It is a good thing, but these
independent data marts – I don’t deal with any insurance company that doesn’t have independent data marts – you can
get into trouble.

So, what does the single version of the truth look like? Basically, this is the enterprise; it doesn’t have to be every scintilla
of data trapped within your organization and captured in your data warehouse. That is Nirvana, and I don’t know any
insurance company that has reached that yet. The issue here is, how do you begin? What are you building towards?
This is a representation. If you have a warehouse, what kind of value can it create?

Every one of you would have somewhat different views on what your number one business issue is. We will talk about
some case studies where companies have identified, with some help from NCR, what their number one business problem
is and how a data warehouse or access to detailed data can solve those problems. You basically have core databases which
are your operational systems feeding into the warehouse and different uses for that data. Apparently – although I have
not seen this myself – eight to ten years ago, companies were willing to write five or ten million dollar cheques to get
a data warehouse. If those days ever existed, they are gone now. I don’t know of any insurance company who just wants
to say, “Here is a cheque for two million dollars. Come back in a year and tell me what we have.” Everything has to
be accredited on ROI and short-term – I am talking about 90 days – returns. Obviously, you don’t get an enterprise
warehouse in 90 days. Moving towards finding out what the key business issue is and returning value quickly has really
been the gain. We will talk about some examples of that.

Data warehousing : an infrastructure
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Here is my architectural slide on a data warehouse. I am trying to keep this relatively simple because I don’t know to
what extent you have experience with all of this, and I would be happy to take questions. At the top, you have the
operational systems, your legacy systems, feeding into the big circle – the enterprise information area or the data
warehouse. The little part above it, called the “extraction messaging and transformation,” is the hard part. Within our
company, we probably have between 500 and 750 people who just do that. All they do is walk into your insurance
company, sit down with you and try and learn your legacy system so that they can do this common data definition,
do the transformation, extract the data from your legacy systems, and build a routine so that they feed the warehouse.
Once the routines are in place, it continues to operate on its own. I say to those people, “God bless you.” That is not
a job I would like to have.

I think all of you can relate to this much better than I can because all of you, I imagine, do this to some extent today.
You extract data, load it onto a laptop, a PC, or a small server, and do some analysis. That is really the tough part. The
hard, heavy lifting of data warehousing is getting the data in there. I don’t want to short-sell that because the IBC study
about data warehousing in Canada states that about 50% of data warehouses fail. We will talk about why that happens.
One reason is because this hard work is not being done correctly. You are taking crummy data and putting it into a
better warehouse. All that does is speed up your rate of failure.

At the bottom, you have data replication. Those two little servers under specialized systems and application schemes can
be dependent data marts. The layer that you are probably most interested in is this information access and knowledge
discovery tools. These are the really whiz-bang, front-end tools with which all of us love to play. That is the easy part
of data warehousing. The hard part is getting the data into the repository and having a credible data warehouse. If that
data is corrupt – and I have seen this with a couple of customers – it is all over. Every dollar you have spent to build
this might as well have been thrown out the window. Once you lose the confidence of your business users and they
say that data isn’t right, it is lights out.

We will talk a little bit about the front-end tool. Specifically, this is the actuarial area with which we are doing some
work, and that is the fun stuff. The hard stuff is getting the warehouse populated. I am not saying this because I am
talking to an actuarial society, but actuaries really set the pace in insurance with the use of detailed data. Quite honestly,
the best place to start a data warehouse motion is with the Actuarial Department. Politically, within each of your
companies, maybe that is not the case. But in terms of the access to the data, understanding the data, and the kinds of
data for which most actuaries are looking comprises a fantastic foundation for your warehouse. You are looking for loss
data, premium data, and a lot of history that forms a fantastic foundation for any data warehouse as you move towards
the enterprise.

Usually, I see underwriting come along afterwards and say, “If you add a little of this policy data, I can use that
warehouse.” Sales and marketing then come along and say, “If you add some more of this external customer demographics,
I can use that warehouse.” All of a sudden, you have a growing, breathing warehouse.

Our big saying is that a warehouse is not a product; it is an ongoing process. This is really true. A good warehouse never
stays the same; it always continues to grow. I think it was the Gartner Group who said that a healthy warehouse doubles
in size every 12 to 18 months. Suddenly, end-users who were not brave enough to put up some money when you were
beginning this project see it up and running, and they want access to it. I think you actuaries really play – and I am
going to mention this again at the end – a critical role in understanding the data and understanding the value associated
with the data. Those are two key components. I want to play that up. I am not trying to pump you up artificially, but
that has been really important in almost every one of the warehouses with which I have been involved. The actuarial
group always played a very, very important role in getting it up and running.
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Mapping business value to the data warehouse

Actuarial Sales Marketing

Finance Underwriting Customer Service

•Pricing
•Reserving
•Product Development
•Product Profitability
•Regulatory

•Productivity
•Field Development
•Training
•Channel Management
•Sales Automation
•E-commerce

•Customer Relationship 
Management (CRM)
•Lead Generation
•Market Research
•Business Development
•Product Management

•Products
•Expenses
•Fraud
•Compliance
•Asset Management
•Research
•Mergers & Acquisitions

•Risk Assessment
•Exception Management
•Resource Allocation
•Workflow
•Client history
•Channel Management

•New Business Processing
•Service Levels
•Renewals
•Complaints
•Customer Satisfaction
•Regulatory

This next slide talks about the end-user groups, and the uses they have for the detailed data in the data warehouse. We
will talk about actuarial/marketing, but these are the different groups that we see accessing the warehouse and getting
value from it. Here are some of the purposes – the business issues and objectives that are being addressed by warehousing.
There is no one customer doing all of this. The bottom line is using the centralize depository to attack different issues.
Our biggest problem is writing analysis and the development of pricing. That was a number one issue. The question
is, how are you going to address that issue? What data would you need to see? How would you need to see it? How
much would you have to see? This kind of stuff is how the warehouse gets started. I don’t know of any customer within
the last eight years who said, “I think I need one of those data warehouses. Why don’t we get one of those?” Data
warehousing is just the means to an end. The end has to be business value, or it just goes away.
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Large U.S. P&C writer
• Challenge

– Managing one of the largest U.S. automobile insurers in an 
increasingly difficult competitive environment

– Looking to develop more detailed understanding profitability

• Solution
– Pinpoint Solutions Profitcube application running on a Teradata data 

warehouse
– Joint NCR and Pinpoint professional services to design and 

implement actuarial solution
– Several years of detailed premium and loss information analyzed in 

over 35 profitability “dimensions”

• Payoff
– Better understanding of the dynamics of profitability within the

automobile insurance business with loss ratio implications

– Beginning to link insurance data with other association data to 
develop “true” customer  view

Here are a couple of case studies on the actuarial side, the AAA in California. They are the top 10 or 15 personal lines
automobile writers in the United States, and part of the AAA group. Each one is a separate franchise writing a ton of
personal lines automobile and having some profitability issues. The solution was working with NCR and one of our
partners, called “Pin Point Solutions” and their application called “Profit Cube,” running on the data warehouse. Several
years of detailed premium loss data were analyzed over 30 profitable dimensions. By better understanding the dynamics
of profitability, they were able to do some great work that was accepted by the State Insurance Commission in Southern
California, and they were able to impact their rates in a positive direction. Short-term indications were they were going
to improve their profitability overall in the personal lines automobile business in the State of California. This is just an
example of the business value associated with the fact that a warehouse is needed to do this.

Multi-dimensional model for P&C

Consumer
Demographics

& History

Premium, LossPremium, Loss
& Actuarial& Actuarial

MeasuresMeasures
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The real issue is that they had a profitability problem if they continued to write business this way. How were we going
to address it? We needed to get a better handle on what was driving profitability, and this is how they went forward.
To give you an example of what Profit Cube does, there are 35 dimensions that currently exist, a time dimension, loss
ratio, severity analysis, and pure premium. Here is the multi-dimensional model for P&C. We don’t have one yet for
the life side, yet. On the P&C side, these are the different areas that are included in their multi-dimensional model, and
basically factor-in premium, loss and actuarial measures. This is the tool that brings this data from the warehouse and
allows it to do all of this great analysis. There are measures and functions built into the tool that allow you to do the
analysis. A lot of you are doing this today to some extent.

This gets back to the 80/20 rule. I have done the analysis. It seems that you are spending 80% of your time collecting
data and 20% of your time analyzing it. If you had the data warehouse and this capability, we think we can switch that
to a 30/70 split – 30% of your time gathering data and making sure that is it right, and 70% of your time doing analysis.
What would you do with all that extra time to do the analysis?

We did some work with Allstate Canada earlier this year, and they don’t have enough time to do what they want to
do. There is certain analysis that you are unable to do today. So, the key is not to cut expenses; it is being able to do
better analysis and to do it more quickly. You need to do things you are not able to do today and to understand more
of the basics about your business. All of you want to do that. It is taking off those wrist and ankle chains that all of
us deal with in insurance: “We can’t do that; the data doesn’t exist; it is going to run too many cycles of the main frame”
– all those kinds of excuses.

They have a reporting library – sort of the point-and-click fun stuff – where you can come in and save a lot of your
story procedures so that you can do a lot of these procedures on a quick, ad hoc basis. You literally have the warehouse
behind, and you are just pointing and clicking and writing analysis that you have stored in there previously. There is
no hustling and bustling and taking a day to write and check the quality; that has already been done in the warehouse.
There is an ad hoc workbench. You like to run different types of queries; no one is satisfied with the same old, same old.
Your real value-added is identifying trends and opportunities that are trapped within the detail. So, there is an ad hoc
capability, which in data warehousing, by the way, is really key.

There was a study done and I don’t know how scientific it was and I don’t think it included Canada. However, when
you ask a question, how many times do you have to ask follow-up questions before you get the answer for which you
are really looking? When I worked in insurance and asked a question that wasn’t easily answered, it went to our home
office. I was in the branch in Connecticut and our home office was in Cincinnati. After three, four, or five weeks, they
would get back to me and the first response would be, “Why do you need this?” It wasn’t the answer; it was more like,
“Validate why we are doing this.” If I did that, I had to get my boss and my boss’s boss to sign off on it. Away it would
go for another four or five weeks, and then it would come back and give me data that was completely useless by then.
Half the time, I would have forgotten what the question was because it had been so long since I had asked it. And you
know what happened – after a while, I stopped asking. I knew it was a pain; I just knew it wasn’t going to get done,
and so, why bother? Having a warehouse enables you to do this kind of thing.

Back to my story – this semi-scientific study said that it takes 16 questions to get the answer for which you are originally
looking. If you have to ask 16 questions in your environments today, just imagine how long it would take. At Great
American – no lie – it would take nine months to get the answers to 16 questions. So, who knows what the answer
would be? This just illustrates the ability of warehousing to get the data.

In loss-ratio analysis, you know about the loss triangle example. This is all stuff done on the fly once you have the data.
I presented my examples two weeks ago at the Society of Insurance Researchers in Atlanta at their spring meeting. I did
not have a chief actuary but a vice-president of the Actuarial Department from the Hartford in Hartford, Connecticut,
who happens to be a friend of mine. A couple of actuaries at the back of the room stood up and said, “What about
the detail? They asked if we were able to do this and able to do that. They asked if the “customer relationship
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management,” which we talk about, is really an actuarially sound principle. The vice-president said, short and sweet,
“The data shall set you free.” I love that. I am thinking of having that statement printed on T-shirts.

This is the fun stuff; all of you would like to do this, I am sure. You are probably doing a lot of this now with much
pain. The key is having the warehouse behind that feeds this cube, which is an online and analytic processing (OLAP)
tool. It is a lot of neat technology, but, again, you need the data behind to move it forward.

I want to switch gears quickly because I can imagine that all of you are somewhat intrigued, if not bothered, by these
marketing folks and all of these guys who want to learn more about the customer. What does that mean and what is
meant by “the lifetime value,” and the “net present value of our relationships” and our “future encounters with our
customers”? I imagine that some of you would say that this is all bunk. Rightly, or wrongly, I can debate with all of
you. I would love to talk to anyone who is interested. This is a huge trend. We can talk for hours as to why it is. The
big reason is that a lot of industries are becoming much more “customer-savvy.” We have walls separating us from our
competitors and competing industries, and so understanding the customer has become really big. I understand; believe
me. I used to manage agents; I understand this intermediation and I know that, for some of you at least, this is going
to be an issue. What I am here to tell you, though, is that this “customer relationship management” thing is not going
to go away. I think it is something in which you guys can actually play a huge, huge role. In fact, I dare to say that
you can actually champion it.

The unmistakable value of CRM

• Most Fortune 500 companies lose 50% of their customers in 5 years.1

• It costs 7-10 times as much to acquire a new customer as it does to retain an
existing customer.2

• Long-term customers buy more, take less of a company’s time, and are less
sensitive to price, and bring in new customers. 2

• A 5% increase in customer retention can increase profits
60-100%.3

• Up to 50% of existing customer relationships are not profitable.4
• The average company communicates 4 times per year with its customers and 6

times per year with its prospects.5
• 98% of all coupons are thrown away. 6

The value of understanding the customer is important. How is that for a summarization? The statements that I thought
were interesting are:

• A 5% increase in customer retention can increase profits 60% to 100%

• Up to 50% of existing customer relationships are not profitable

• 98% of all coupons are thrown away

(I don’t know about you guys, but I always seem to bring out the 2% that I keep the day after they expired.)

If any of you are interested in learning more about this customer relationship management thing, there are a couple of
books that are “easy reads.” One of them is by Fred Reichheld and is called The Loyalty Effect. I actually had the opportunity
to meet Mr. Reichheld when he spoke at a couple of events that I attended, and he has done a lot of work in insurance.
It is kind of nice to see someone actually spending time in our industry. The other one is One-to-One Marketing by Martha
Peppers and Don Rogers. They are the ones who coined the term “one-to-one marketing” and continue to make money
off that, I might add. So, this whole customer relationship management piece is taking off.

But what does it mean to insurance? At the Hartford, a customer of ours – I am not sharing any secrets that they would
be upset about – the bottom line is one to which I think we can all relate. They were trying to get the data out; they
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were trying to grow a specific line of business; and they were having retention problems. Again, a lot of this is at the
front-end and they were losing it all out the back end, and, quite frankly, at the end of the day, they didn’t know if
they should be happy or sad: “If I am losing bad business, I hope I lose it all. But if I am losing business and I don’t
know if it is good or bad, that is a problem.” At the same time, their CEO – you can all relate to this – was saying,
“We are going to grow this line of business by x% this year. Retention be damned.”

All of a sudden, the Hartford was interested in learning more about what was going on with retention by having a
warehouse, with internal and external data – this is in commercial lines, if you are interested. We helped them develop
a retention model, an analytic model. (You guys are big with modelling, and what have you.) There was a high
propensity for their customers to leave voluntarily. We ran this for the commercial lines of business, and if you asked
me before, I would have said that is the last place to do this. Personal lines or even life insurance is more of a fit. We
did commercial lines and I can tell you, without any of the details, what Hartford thought the number one issue was
for someone to leave voluntarily. Guess what it was? What would you think if you were an independent agency company
like they are? What do you think they believed the number one issue would have been? “Agent,” they thought, would
be the number one issue. Now, I can tell you if you are going to lose this business or keep this business; I can tell you
the top five predictors. I can’t tell you what they were for the Hartford, but I can tell you that “agent” was not one of
them. The price was involved. I can’t show you the details, but it was really interesting. It wasn’t just “the price is high/
the price is low”; it was a lot more detailed than that.

The interesting part was that, when we presented this information to the senior management at Hartford (and you will
get a kick out of this), the first thing they said was, “That can’t be right. You are wrong. I don’t care what you did;
this doesn’t make any sense. Where is the detailed data behind this?” How many times have you heard this? “Where
is the data behind this? We don’t trust any of the statistics.” But with the warehouse, you have all the data and so we
just said, “Come over here.” We went to one of the workstations, fired off a query and showed them, in half an hour,
these predictors and why they were weighted so heavily. And they agreed. They are actually changing the way they
look at renewal business as a result. This is just an example of customer relationship management.

The CRM process aids in developing and acting upon customer understanding
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In the insurance phase, specifically, we talk about retention, acquisition, and growth. Growth is cross-sell/up-sell. How
that applies to your business, obviously, varies, but I want to share with you how to use this information. I know that
you are not all marketers and I don’t know if you would want to be marketers. However, I think you guys have a ton
of experience to share in this kind of an endeavour. I have to tell you that this is happening with or without us. In
the top right-hand corner, it shows where you have a lot of the detail down and where you can start doing a lot of
the analysis:

• Customer identification

• Segmentation

• Prediction

• Customer prediction to churn

• Propensity to term

• Propensity to buy

• Propensity to buy an additional product

The key here is, using an integrated campaign management tool or technique, we start taking action on this data.
Insurance companies are full of examples of finding out where they are spending. They have examples and are not doing
anything with it for various reasons. You have to take advantage of, and use, that information.

What are your customer touch points? This is another big dynamic change in our industry. The touch points continue
to grow. You have the agent, the call, and the Internet. You have business reply cards; you have the employer for those
who are in the disability business; you have the family; you have tons of different touch points with our customers today.
You have to really take advantage of these sources and understand each one of them. From the top left-hand corner,
you have to analyze what happened, and this is sort of the loop or circle. It is the circle of marketing life where you
are able to identify the propensities, take a certain action, and do something about it.

Let us have a show of hands. Who has undertaken some sort of customer relationship management project in your
company? I think there were maybe 10 responses. Is that being led by the marketing folks or senior management (the
president or higher)? For the president, I can see heads nodding. That is the rock rolling downhill that no one can stop.
I can relate; I have seen it.

Understanding customer value is absolutely critical
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Moving on, I thought you would be interested in some work we have done with Tillinghast. Profitability is such an
interesting concept in our business. I have comrades in the retail business and sometimes I look at them longingly. When
they are dealing with Wal-Mart, and Wal-Mart sells a can of beans, or a toddler seat, they know right then and there
what the profit was. It is so incredibly easy for them to figure that out. It is not super easy but it is near cost, and so
it is pretty simple. Now, we don’t have that luxury, unfortunately, but when it comes to understanding who your
customers are, this is a really interesting concept. It talks about who adds value in your customer base and who destroys
value. Basically, 15% of your customers contribute 100% of the value; 40% contribute 180% of the value, and 5% destroy
40% of the value. It is 5:00 o’clock in the afternoon. Do you know where your value destroyers are?

The question is, can you identify who is destroying the value within your company today? It is a real question because,
in order to answer that, you have to know everything about every one of your customers. It is not easy to segment the
value destroyers. This is a really key principle with which a lot of insurance companies are really struggling. If you
haven’t dealt with this problem, I am sure you are going to be dealing with it soon. Who is profitable, and what does
that actually mean? Are we looking at historical profitability, or future profitability? The reason I bring this up is because
I think you guys play an incredibly strong role in helping companies define what that is.

The journey to CRM with data warehousing

Customer Focus

T
ec

h
n

o
lo

g
y 

In
te

g
ra

ti
o

n

One-to-One
Customer

Relationships

One-to-One
Customer

Relationships

Campaign ManagementCampaign Management

Channel IntegrationChannel Integration

Professional Consulting ServicesProfessional Consulting Services

Data Collection & WarehousingData Collection & Warehousing

Reporting & QueriesReporting & Queries

Data Analysis & Predictive ModelingData Analysis & Predictive Modeling

Touch Point 
Integration
Touch Point 
Integration

Management with Data Warehousing



17Data Warehousing (PD #14)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXI, No. 2, June 2000

This is what Tillinghast does. They have a ton of smart actuaries who sit with insurance companies and try and figure
this stuff out with them. I think you guys have a really incredible role to play in this. As I said with the customer
relationship management project (CRM), it is not going away. I think you can either hop on board, or just let it roll
right by you. The journey towards customer relationship management really is data warehousing in general:

• Consulting services

• Data questioning and warehousing – These things make you more sophisticated.

• Reports and queries – You are running reports today, but is it with or without a warehouse? With a warehouse, there is
incredible value in just getting to that 80/20 split.

• Data analysis and predictive modeling – This is the whiz bang stuff. All of you would love to be able to do that.

• Campaign management

• Channel integration

• One-to-one customer relationships and touch-point integration – This is the “Star Wars” kind of stuff.

The bottom line is that this stuff is happening today. I am sure all your marketers have already been talking about, or
are going to be talking about, campaign management. How do we actually monitor the relationships that we have with
our customers – again, in line with customer relationship management?

Major disability insurance company

• Challenge
– Merging two disability companies into one cohesive organization
– Unable to discern a comprehensive view of the “new” company’s joint 

customers and agents
– Developing joint financials and making strategic decisions difficult

• Solution
– Business Discovery conducted with senior management to develop a

sound business plan (with associated ROI) for a data warehouse 
– Teradata warehouse combining both companies’ data
– Detailed analysis of the profitability of certain pieces of their new 

business

• Payoff
– Immediate business value associated with distribution chain 

management and compensation
– Clearer understanding and management of the key factors which 

impact profitability
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I have a quick example. A private insurer was profitable when we dealt with them. The reason I mention this is because
the customer, to them, was the agent. I am sure we can have a really healthy debate in here as to who the customer
is in your company, especially on the P&C side. But the bottom line is that they viewed the agent to be the customer,
and they had just gone through a merger. (This is something that I am sure some of you have dealt with and I am sure
we are going to see more of it.) They needed to have a better view of who their customers were. It is pretty simple stuff
at the end of the day. We have two companies merged into one. Again, the payoff for them was really interesting because
they were using the agent as the customer proxy and they identified the percentage of agents who were destroying value
left, right, and centre. And yet, 4% of their agents had loss ratios over 250%, but they were also in the top 10% of
producers. So, there is nothing like having a good agent who is firing up the business for you, and not losing money
hand over fist. I can’t share with you the details of what the ROI was, but it is pretty simple to calculate. I like that;
I like simple calculations.

How many of you are involved with e-commerce activities within your companies? There are two of you. The question
is, where does e-commerce fit in with the warehouse? The bottom line is that it fits in quite well. We are doing a lot
of work with some of the dot coms.

I was speaking to the SIR and one of the speakers was the head of E-Nationwide. I am not sure if you are familiar with
that. It is the e- business arm of ASY. It is completely separate. I would be interested in knowing if you guys are doing
that in terms of your organizations as well. They are completely separate companies that have spun off from ASY –
informally – to do all of their Internet business, all of their e-commerce business. Guess how many questions it takes
them on the Internet to find coverage for a single driver with a single automobile? Guess how many questions you have
to answer on the Internet to get that? How many questions do you guys ask on paper? It takes 95 questions to bind
coverage on a single driver, single car.

E-Coverage is an Internet company starting up in California. It is not like Quotesmith. They are not actually parceling
off policies; they are accepting risk in coverages. Guess how many questions they ask to bind coverage? They ask 16!
That just begs the question of why would anyone fill out 95 questions when they can fill out 16. Who in their right
mind would fill out 95 questions? I wouldn’t, even if it was really, really cheap coverage. (Of course, you wouldn’t know
that until you have filled out all of the 95 questions.)

As an example of where the warehouse fits in, you now have all of this website data being analyzed quick-stream,
according to web laws. You have to bring all of that data into the depository, marry it up with the internal data, and
then be able to mine that data and identify trends and triggers. If I am on the website, I look at certain things and then
get off for whatever reason. You can use that information to target products. Targeting education is the next big thing
and what we call “relationship optimization.” That is a key element in data warehousing with e-commerce. The “e” in
e-commerce is just another distribution channel at the end of the day. It really has a profound effect on how the business
is going to be run, and I think you guys will be involved as well.

My last example is one of the top five American banks. (I would have said the name, but since I didn’t clear it with
the legal department, I won’t say who it is.) I thought you might be interested in taking a look at a non-traditional
competitor. We always talk about understanding who the customers are, and we talked about how many customers you
have – tens of thousands, maybe hundreds of thousands. This bank had 32 million customers. That is a lot of customers.
Trying to understand what makes each of them tick is really the key issue for them. They wanted to identify retention,
cross-acquisition, and optimize targets. Here are some of things they did with the data warehouse. Their focus was on
one, which was to identify when someone bounces a cheque and whether they should waive the fee associated with that.

I am sure none of you have ever bounced a cheque. I have on a number of occasions, and I will explain to you how
it works. You bounce the cheque and the company comes back to you and tells you that your cheque bounced, and
you have to take some sort of corrective action. Maybe the bank covered it for you, but they never do anything for free.
They hit you with a charge associated with that. If you are like me, you are insulted by the fact that you have been
a good customer for umpteen years: “How could you hit me with this charge? The cheque was lost in the mail,” and
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what have you. So, I would call up the bank and say, “I want that fee waived.” And do you know what? This is
interesting for insurance. They make a lot of money from those fees. A lot of people bounce cheques – none of you,
I am sure; I only do it on occasion. But there are a lot of people who bounce a lot of cheques, and this is an unbelievably
profitable stream of revenue for these guys.

They wanted to take a look and were asking why they were waiving fees for someone who calls to complain: “Shouldn’t
we take a better stand regarding who this person is?” It was a matter of using this profitability proxy, and identifying
who the profitable customer was. Again, it is a matter of identifying the 5% who destroy value. They say, “Sorry, Mr.
Van Den Eynde, there is nothing we can do. The fee stands.” But Brad calls and they say, “Yes, Sir, Mr. Granger; I
am sorry, Sir, we will waive that fee – not a problem.” Now, how many times does an underwriter get calls saying that
somebody’s policy is cancelled conditionally for nonpayment; the customer’s cheque was lost in the mail: “Can you
reinstate it?” Now, when I was in underwriting, I must have had at least 10 calls like that a day. And the blind answer
was, who is the agent calling? Do they have a loss? They have to sign some sort of form that, if there was a loss, they
are going to cover it, and then reinstate it right away. Wouldn’t it be neat to know that if this guy is going to destroy
value for us, why don’t we take action and not reinstate him?

Let us go back to IBC’s study of data warehousing. It states that 50% of data warehouses initiatives fail. The reasons they
fail are because of a lack of communication between business and IT, and a lack of users. If you only have three or four
folks using data warehousing, it is not enough. You have to create this warehouse so that everyone can have access to
it. Now, that was the bad news; the good news was that, during their 62-day run, over 90% reported a three-year ROI
over 40% and half reported a three-year ROI over 160%. The average payback was 2.3 years on cost, which averaged
2.2 million dollars.

The good news in data warehousing is that it is becoming cheaper. I work with some sales folks who bemoan that fact.
They liked the good old days when it was really expensive. It is incredibly cheap now to get started. You are not looking
at multimillion dollars. You are in the six-figure range to get started on something that can scale and grow to be massive
over the future.

The insurance industry is weighed down with a ton of detailed data. How you are going to use it? How are you actually
going to move forward? You need some sort of framework. When you talk about data warehousing, everyone focuses
on technology. Is the technology robust? Is it mature? If the answer is yes, move on. The real issue is that technology
is just one of the several things at which you have to take a look if you are going to move forward with data warehousing.
This is true for everyone who has a warehouse today, as well. Everything has to be reported by corporate directives. We
list their goals which are linked and supported by objectives, which are supported by strategies.

I don’t know if you guys feel confident that you know all this stuff. I will be honest with NCR – I don’t think I could
fill all that out for NCR. I don’t know all of the goals, objectives or strategies. You know the ones that impact you, and
that is really where we have to begin with this warehouse piece. It is just not technology for technology’s sake. You have
to keep in mind some of these other issues, like the “people” aspect. That is why, again, I go back to the fact that you
guys are the stars; you guys are the ones who can really take a warehouse and make it hum and really add value. You
need to process information, which is really as the data exists today. The good news is that if you don’t have it, you
can probably get it.

That is another thing that has changed in eight years – measures in place. You have to measure and say, “Is this adding
value or not? Are we recouping our investment?” Transition plans and technology are just pieces of this. Sometimes it
pains me to say this, but, if you don’t keep an eye on the other issues, you are not going to be successful. For those
of you who have a warehouse, I would be interested in your giving an opinion as to whether these other issues are being
addressed or not.

Winding down, where do we go from here? There are many entry points to warehousing. Again, eight years ago, there
weren’t many warehouses; everyone was just starting. We just did a survey here, and a third of you have warehouses.
Are you stuck with what you have? The answer is no. If you are just beginning, you really focus on the business case.
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If you currently have a warehouse that has a business case, I challenge you to look at other places to begin doing audits
of your current warehouse environment. Is the data completely accessible? Is it being used correctly? Is the technology
being used correctly? Do you have the right front-end tools? Are folks not using the warehouse because they just don’t
know how? These are the kinds of areas at which you must look as you move forward on this and it becomes more
technical. Hence, I don’t focus on that very often. It also gets into the logical data model, the fiscal database design, and
all of those other good things, which, if they weren’t done correctly, would be painful for you. You might have a
warehouse with great technology that is giving you correct answers but is incredibly slow. It might just be architecturally
incorrect, and there are ways to do an audit and to do some fine-tuning that would really make your warehouse hum.
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This is an example of something at Allstate Canada which was a big idea. Their president and CEO was not keen on
writing a big cheque, and said, “I want to identify a specific business problem and address that problem. We will then
use the value that is returned to fund the next iteration of the warehouse. That is the only way that we are going to
go further with this.” Another company started off with an actuarial application, profitability issues, reserving issues, and
what have you: “That is what we are going to address first, and, when we have that addressed, we will add customer
data and do some customer relationship management.” You need a roadmap. All of you do, even if you have a warehouse
today, and if you do not, the warehouse will stall. It won’t move forward and, eventually, it will just be another legacy
system.

We can talk about impact analysis off-line. The bottom line is that there are a lot of values associated with having a
warehouse and a lot of the value has nothing to do with increasing revenues or decreasing costs. If you don’t address
those other issues, you are only doing half of the business capabilities associated with data warehousing. There are things
such as customer satisfaction, option value, competitive advantage, and value of the customer over time. These are things
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on which you cannot put a hard dollar, no matter how hard you try. And, believe me, I have tried. You need to keep
those things in mind when you do the business case.

Finally, to conclude my comments, I was at a presentation last year by Tom Peters, who wrote The Road to Search of Excellence.
What a great speaker he is. He started off by telling us that we were rock stars (because we were IT folks, and the world
is all about IT). It is all about using data and “you guys are the front line – you are rock stars. You should be so excited
about where you are.” He also said whoever coined the term “data warehousing” should be shot because, “what is exciting
and sexy about a “warehouse? You put stuff in there and it never comes out!”

Although I am not a Tom Peters guy, my view on you people is my parting comment. You guys are the rock stars.
You guys understand the data; you guys have the ability to manipulate and to achieve this as value. I implore you to
get involved in the warehouse activities that you have going on today if you are not already. Get involved with planning,
with warehousing, and move forward. I think all of you could become the rock stars of your company in terms of using
this and really changing the way your company does business.

Technology is not the most critical element; business alignment is. Going back to our first comment, there is increasing
competitive costs associated with being a laggard. We cannot look at each other all the time and say, “What are you
doing? What am I doing?” We have to forget what everyone else is doing and just do what makes sense business-wise.
We have to stop looking at each other and saying, “Well, I am not going to do it unless you are.” That is the way our
industry has been characterized.

Lastly, start small, but always have an eye towards the big picture. You want something that is going to change the way
you do business and continue to add value as you move forward.

Does anyone have any questions? No? Then, I have a couple of statistics that I would like to throw in regarding data
warehouse spending according to the “Survey.Com.” Data warehousing across all industries is going to increase 43% in
the year 2000 to reach 53.5 billion dollars. That is worldwide. It indicates that if your companies are not spending money
and efforts on data warehousing, why aren’t they?

There are 12% to 15% of the top 100 insurers in the US with customer profitability systems in place – kind of like a
CRM – to understand customer profitability versus 75% of the banking industry that is continuing with consolidation.
It just seems as though the banks really have a leg-up on a lot of this analysis. There is a lot of room for improvement.

Moderator Granger: Please fill out the evaluation forms, which are at the back, and return them to the third floor
registration desk. Thank you, everyone.


