I HAVE ATTACHED A DISCUSSION OF THE PROGRESSIVE ASSIGNMENTS THAT I RECEIVED FROM YOU.  ALL GRADES ARE +10 FOR TURNING THE ASSIGNMENT IN.  I WILL GRADE THE INITIAL INVESTIGATION FOR CONTENT, HOWEVER.  I WILL ASSUME THAT YOU HAVE READ AND UNDERSTOOD THE EXAMPLES BELOW WHEN I COMPUTE THE GRADES.





A FEW POINTS TO NOTE:


WHAT I WANT IS MORE LIKE A BRIEF THAN AN ARTICULATE DISCUSSION.  INTRODUCE THE DOCUMENT, MAKE KEY POINTS DIRECTLY, AND QUIT.  REMEMBER 


THERE IS NOTHING TOO OBVIOUS TO STATE


ALL BUT ONE OF YOU CHOSE TO USE THE VALUE CHAIN FOR YOUR EVALUATION MODEL.  THIS MEANS YOU MUST SPECIFY THE PRODUCT.  THIS IS NOT OBVIOUS.  THE PRODUCT MAY BE A POLICY, POLICY SERVICE, OR SOMETHING ELSE.  THE COMPONENTS OF THE CHAIN WILL VARY DEPENDING ON THE PERSPECTIVE.


THE PURPOSE OF THE ANALYSIS IS TO EVALUATE A PRODUCT.  THIS MEANS YOU FIGURE OUT WHERE YOU WANT TO ADD VALUE AND SEE IF THE SOFTWARE DOES SO.


THE ASSIGNMENTS WERE GENERALLY GOOD.  I WANT TO GIVE YOU FEEDBACK SO THAT THE NEXT ONES WILL BE BETTER.  





ABS





ASSIGNMENT


From:	A. B. Schwarzkopf,


	Instructor





Subj:	Progressive Insurance Assignment, due January 26.





Write an issue paper on the Progressive Insurance case for the CIO of a company considering duplicating Progressive’s strategy.  The CIO gave you the article and asked whether your company should copy the approach.  Do not summarize the case; the CIO has alsready read it.  Identify the following:





What is the Progressive Insurance competitive plan?


What information systems are described in the article?


Pick ONE of the information systems in the case and evaluate it on the basis of either Porter’s Value Chain model or Porter’s Competitive Forces model.





List all key points on the first page.  You may expand them later, but critical points must appear early.  Use no more than three pages total.  When using the model, formally identify all components.  List every component of the model and indicate the extent to which the system addresses that component.  Discuss the strategic value of the particular information system within the model framework.





I HAVE ATTACHED THE RESPONSES THAT I GOT FROM DIFFERENT CLASS GROUPS WITH MY COMMENTS.  THE PURPOSE OF THIS FEEDBACK IS TO REPLACE THE CLASS DISCUSSION WE WOULD HAVE HAD AND TO PREPARE YOU FOR WHAT I EXPECT IN THE INITIAL INVESTIGATION.




















Key Assumptions:  It is assumed that the organization is a conventionally structured insurance organization in which all claims are processed by area offices in an 9-5 / 5 day time frame with off-hours answering service.  Supporting this organization is an existing IS established to monitor and control claims for the purpose of maximizing profitability through a central home office.  Further, it is assumed that the organization has not experienced a "moment of truth" in which the core survival of the organization is deemed to be at risk.  Finally, leadership at Lazyman's insurance is minimal, meaning that the CIO is uncertain, politically savvy and is looking for a silver bullet.





�



To:		John Lizardo, 


		VP Lazyman's Insurance 





From:		Wylie McVay





Date:		January 26, 2000





Subject:	Evaluation of Issues Related to Adoption of the Progressive Insurance Business Model





The following report will investigate Progressive Insurance business model, identifying key issues and opportunities for the incorporation of critical Information System (IS) enhancements and modifications.





SUMMARY


The competitive plan for Progressive is a customer focused process designed to minimize or reduce the human trauma and economic loss associated with an automotive accident.  A key success factor to this plan is a rapid collection of Inbound data.  In support of rapid response, Progressive has developed a custom IS on the In-bound side of the claims process.  Additional commercially available software support packages contribute to rapid processing by including damage estimation within the responsibilities of the field representative.





There are three principle Information Systems supporting the Progressive business model of attaining outstanding customer service.  These are:





		A customized claims initiation system, Claims Workbench;


		A commercially available damage estimator, Pathway; and, 


		A highly interactive customer information system.


WHAT KIND OF SYSTEMS ARE THESE?





The strategic approach which Progressive employs focuses on a differentiation strategy of providing customer claim resolution faster than competitors.  To do this, Progressive has integrated IS support to improve their speed of gathering all relevant claim information in a short time period, thus eliminating an information bottleneck generally associated with processing and ultimately the closing of a claim file.  CLEAR IDENTFICATION OF THE STRATEGY





This strategic insight has resulted in rapid growth with a doubling of business every two to three years.  This growth has been sustained for the past 5 year period.  GOOD SUMMARY





KEY ISSUES


Successful implementation of a Progressive Insurance modeled process will need to address the following underlying issues.  





- Moving the initial claim investigation from central office to the field;


- Reconfiguring computing support for field claims processing;


- Enhancing the availability of primary accident data;


- Redefining representative field authority; and,


- Developing new training in automobile damage estimating





In the following attachment, key issues will be further evaluated by Porter's Value Adding Model.





RECOMMENDATION


It is recommended that Lazyman's model the Claims Workbench IS found at Progressive Insurance.  Critical advantages and key issue to this organization include:





- Accurate, rapid management of Inbound claims records


- Prompt settlement of claims; elimination of non-value adding document processing


- Generation of data supporting customer value strategies





�
SUPPORTING EVALUATION USING THE PORTER VALUE ADD MODEL


By the adoption of the Claims Workbench IS, maximum value is added to Lazyman's Insurance in the following areas.





IN-BOUND


The Inbound capture of accident data is critical to the success of the transaction speed.  Data represents the raw material of the claims transaction process.  The value to the customer is prompt and accurate transactional data files.





In the case of insurance transactions, there are two types of data classes: variable and fixed.  Managing the variable data, customer information and circumstances surrounding the accident, appear to determine the ultimate rate of claim processing.  The fixed data component is critical to supporting the additional Processing responsibilities of and consists of damage related replacement costs and labor estimates.  Within the variable data information, there are three sources: customer response, field representative report and police report.  Of the three, customer and field representative offer timely sources of data sufficient to resolve the claim.  The time required to capture data from these two elements are mostly controllable by the insurance provider.





Positioning the IS on the In-Bound position of a process chain fully supports a differentiation strategy of rapid response customer service.  It further supports the competitive plan by effectively gathering, organizing and distributing critical data to a site representative who can then complete the claim.





In the office, staff support is vital and critical for controlling the variable nature of the respondents information.  It is ideal to have a fixed location first responder who can rapidly establish the case file while at the same time contacting the field representative.  Thus, the gathering of timely and significant  data propel the claim through the system on a parallel course where the data file will meet with the Field Representative at site.  This approach requires reconfiguration of field communication ability -- powerful computers capable of promptly receiving and processing this data.  





Successfully gathering the data in a timely manner will allow the other parts of the process to flow more rapidly.








PROCESSING


The Claims Workbench has significant impact in accomplishing value in the processing step of Porter's model.  The rapid and accurate communication ability of Claims Workbench allows an agent to locate the accident in a timely manner in order to survey the situation.  The value is accurate assessment by effective distribution of data and information.  Another IS of repair expenses and estimates is required to allow this process to progress rapidly to completion.





Vehicle repair data has more of a fixed character and is bounded by two extremes: minor cosmetic damage to totally unrepairable.  This evaluation can be assessed accurately only through visual examination.  If a company representative can assess the condition in a timely manner, optimum decisions about handling the damage can be exercised.





A value chain support activity is required to assure success of accomplishing this step.  The Field Representative has assumed the role of collision estimator.  Human Resources Management must school the field representative in how to accurately assess damage repair.  





Finally, a general management directive of 5 days in the field and 5 days in the office will keep the staff objective in the claims evaluation and processing.








OUTBOUND


The value added is the delight of customers who have had their claims promptly resolved and completed.  


�
MARKETING


The Claims Workbench will support value adding to the Marketing area by providing factual response time information for use to enhance the company image of providing prompt service and closure to the accounts.








SALES


The Claims Workbench has an indirect value adding feature for after service sales.  As with the marketing aspect, prompt response and rapid closure will create a policyholder sales force -- word of mouth.  This is a value for the company to have unpaid salespersons.








SUMMARY


Within the framework of evaluating the impact of adoption of the Claims Workbench IS, it is clear that significant advantages can be sustained throughout various sections of the company.  The resulting success is based on rapid gathering, organizing and distribution of critical data to Field Representatives, who are then prepared to effectively resolve the claim within the bounds of the competitive plan and company strategy.





Benefits will accrue to a lesser extent in Marketing and after Sales service and will foster greater confidence in the ability of the Company to rapidly resolve the outstanding claim.


THIS IS VERY NICELY DONE.  IT STARTS BY IDENTIFYING THE PROBLEM TO BE SOLVED.  THE USE OF THE SUMMARY IS EFFECTIVE, ALTHOUGH THERE ARE MANY OTHER WAYS TO DO THIS.  THE ANALYSIS PICKS OUT CRITICAL FEATURES OF PROGRESSIVE’S APPROACH WITHOUT TOO MUCH DETAIL.  THERE IS A SPECIFIC DETERMINATION OF LAZYMAN’S COMPETITIVE RESPONSE.





DEFERRING THE VALUE CHAIN ANALYSIS TO AN ATTACHMENT IS PROBABLY A GOOD IDEA.  IT IS NECESSARY WHEN USING THE VALUE CHAIN TO IDENTIFY THE PRODUCT.  IT IS NOT CLEAR WHETHER THIS IS A POLICY VALUE CHAIN OR A CLAIMS PROCESSING VALUE CHAIN.  I WOULD HAVE PREFERRED TO CONTINUE THE FOCUS ON LAZYMAN’S VALUE CHAIN AND DISCOVERED WHICH COMPONENTS ARE TO BECOME THE CRITICAL APPROACH TO IMPROVING BUSINESS.  THE DISCUSSION OF IT BECOMES A DISCUSSION OF A TOOL TO IMPLEMENT THE BUSINESS PLAN.





�








1701 S. Western Blvd. 


Oklahoma City, OK 73289


www.effico.com








From: 		Jeff Hille and Cheryn Mok, Consultants





To: 		Dr. Schwarzkopf, CIO





Date:		January 26, 2000





Subject:	Implementation of a transformational information system





Executive Summary





This memo is the analysis of Progressive Insurance’s competitive advantage in its information systems that you requested. Effico Insurance Company is considering a change in its current business strategy through the analysis of the Progressive Insurance Company’s competitive plan. Through the analysis of this competitor’s strategy, our decision is to implement a new information system similar to that of Progressive’s that will better fit our organizational goals. 





Our company is a traditional insurance company with minimal information support systems. We feel that this traditional strategy will be augmented through an implementation of a transformational information system. This will provide growth and market share opportunities for Effico. 





Through the article, we have determined that Progressive utilizes a transformational information system through its Immediate Response System, which accelerates the company’s insurance claim settlement process. 





An analysis of the Progressive’s Immediate Response system, through Porter’s Value Chain Model, shows that this transformational information system is able to add value to the primary activities of the firm. These activities are inbound logistics, operations, outbound logistics, marketing and sales, and service. The claim settlement process through this information system has eliminated steps in a non-automated traditional approach and has fostered real-time decision-making.





We feel that Effico Insurance should implement a similar approach to the Immediate Response System and that we will benefit from such an automated system. This will improve our overall performance and expedite Effico’s claim settlement process. 

















Value Analysis





The Progressive Insurance competitive plan proves to be an effective competitive advantage for the company. Using Porter’s Value Chain Model, we would like to recommend that Effico implement and incorporate a similar information system in order to improve our competitive edge. 





Progressive uses a differentiated approach, where the best service in the industry is offered to customers at a competitive price. Claim settlements are completed on the accident scene immediately as opposed to the traditional approach by competitors in the industry, such as Effico. Consequently, this qualifies them as an innovator in the industry. 


 


Progressive uses several information systems and one of its ways to increase their distribution channel is through utilizing a web page. This interorganizational information system allows prospective customers to order online while eliminating several steps as compared to the traditional ordering system. We would like to emphasize the Immediate Response System, which we found effective. This system would be classified as the Transformational Information System. 





The Immediate Response System basically reinvented Progressive, as the company provides customers with fast and efficient claim settlements, hence augmenting customer satisfaction. Decision-making is shifted to the customer representative. Data from the accident functions as input into the laptop and is sent to the central database for processing. Then, the output is sent back to the representative. This system allows a real-time decision-making.   





Using the Value Chain Model, Progressive’s competitive advantage through its Immediate Response System is seen. This model concerns the support and primary activities of an organization. We will focus on the five components of the primary activities: inbound logistics, operations, outbound logistics, marketing and sales, and service.  





Inbound logistics: The product of the insurance industry is insurance claims settlement service. GOOD.  DEFINES THE PRODUCT.  Given this service, the raw material involved in a claim is the data received by a claims representative about the insurer at the accident scene. The data is entered into the mainframe, triggering the Immediate Response System and electronically transmitting the information immediately to the dispatcher. The information system, in this component, eliminates the steps taken in a traditional approach, where the data taken down by claims representative has to be sent physically to the claims department.  





Operations: The dispatcher contacts a local claims adjuster who downloads the claim file electronically onto the laptop. Here, the adjuster arrives at the accident scene, analyzes the extent of the damages, and utilizes the software applications to process an estimate. Here, the Immediate Response System automates all manual activities involved, fostering real-time decision-making at the scene.   





Outbound Logistics: Basically, the claim settlement is completed at this point. The estimate has been processed by the Immediate Response system. The adjuster can now confirm the settlement amount and utilizes her laptop and printer to issue the check. The system eliminates the time-consuming processes within a traditional insurance company’s claim settlement. 





Marketing and Sales: This component essentially promotes the insurance service and introduces Progressive as the innovator in the industry with the most effective way of reducing stress at the accident scene. The firm also provides multiple distributions channels for the convenience of the customer. These channels include the independent agents, a 1-800-telephone number, and a web page. The firm’s brand image is created essentially through the existence of the Immediate Response System because the decision support created by this system allows the timeliness of the settlement. 





Service: This component is the everyday customer support service provided by the Progressive agents to its insured customers. 





The conclusion of this analysis is that Progressive’s Immediate Response System adds value to the primary activities.  Through the Immediate Response System, Progressive becomes an innovator in the industry to provide a cutting edge competitive advantage.  Progressive thus is considered a first mover in the insurance industry and now sets the standard to which the competitors in the industry could follow. 





Effico Insurance should implement a transformational information system similar to Progressive’s Immediate Response System. With this system, Effico will be able to improve organizational growth. This system will automate our current claims processing approach. Electronic transmission of information will effectively and efficiently complete the claim settlement process. 





In summary, Effico Insurance Co. has a policy of providing good and quality insurance service to our customers. We however, function as a traditional insurance provider. As the information age is growing, we must take advantage of the benefits of this new technology. Many competitors such as Progressive have revamped their business strategy through incorporating such information systems. Consequently, by implementing a transformational informational system, we will position Effico alongside with our competitors, increasing our market share. 





Therefore, we suggest that Effico immediately research and implement a transformational information system similar to Progressive’s Immediate Response System. 





THIS IS A REASONABLE DISCUSSION.  


I NEEDED A RESPONSE STRATEGY DEFINITION OF WHAT EFFCO WANTED TO DO.  THE PURPOSE OF USING PORTER’S RESPONSE STRATEGY ANALYSIS RATHER THAN DIRECTLY PICKING A TECHNOLOGY (TRANSFORMATIONAL SYSTEM) IS TO IDENTIFY A SOLUTION TO A BUSINESS APPROACH RATHER THEN A TECHNICAL ONE.  IT IS ONE OF SEVERAL TOOLS THAT CAN BE USET TO ACCOMPLISH BUSINESS GOALS, NOT A GOAL IN ITSELF.





OTHER THAN FOCUSING ON IT RATHER THAN THE BUSINESS, THIS IS A VERY NICE VALUE CHAIN WRITE-UP.  IT IDENTIFIES THE PRODUCT (CLAIMS SERVICE) WHICH MAKES IT EASY TO DIFINE THE CHAIN.  IT WOULD BE BETTER TO DISCUSS THE VALUES IN THE CHAIN FOR THE BUSINESS AND THEN DEFINE HOW IT IMPROVES THEM, RATHER THAN DISCUSS IT FIRST.  HOWEVER, THIS IS NICE.








							Aimee Ellis & Julie Langdon


							MIS 5003


							A. Schwarzkopf


							January 25, 2000





PROGRESSIVE INSURANCE CASE





January 25, 2000





To:	A. Schwarzkopf, CIO


From:	Aimee Ellis & Julie Langdon





RE:	Applicability and Usefulness of Progressive Insurance’s MIS System








INTRODUCTION


Progressive Insurance, the fifth largest automobile insurer, has taken a bold approach to meeting its competitors head-on. By employing innovative methods, state-of-the-art technology, and unsurpassed customer service, Progressive is changing the paradigm by which auto insurance companies operate. Progressive is poised for continued growth given their comprehensive competitive plan which includes insuring non-standard motorists, providing an immediate response claims service, and simplifying the purchase of policies. 





Progressive’s computer systems--on-line web ordering (gives customers optimum flexibility when combined with phone and face-to-face agents), Claims Workbench software (allows agents to handle claims on the road), Pathways (lists the prices of all cars and their components which allows agents to issue checks on the spot), and the “Information Transparency” database (provides potential customers the ability to compare Progressive’s prices with that of other insurance companies)--conform to the goals of Progressive’s competitive plan and, according to Porter’s Value Chain, add value at every stage of Porter’s model.








COMPETITIVE STRATEGIES


In an industry known for its lack of service, Progressive sets itself apart with a competitive plan focused 100% on customer service.  They have implemented three major tactics as a part of their competitive plan. They cover non-standard motorists, they provide an easy and immediate response to claims, and they simplify the purchasing of policies. 





Progressive increases its number of potential customers by making policies available to high-risk drivers. Covering non-standard motorists creates a competitive advantage for Progressive because it focuses on a niche overlooked by competitors.  They are able to charge larger premiums for these motorists.





Progressive’s primary selling point is its immediate response claims service. This service is unique in the industry. Making agents available round the clock and supplying those agents with sophisticated computer technology, Progressive is able to minimize the amount of time agents spend on particular claims and to issue claims checks to insured on the spot. This decreases the manhours spent on claims and it increases customer satisfaction. (The IR claims services depends on two computer systems--the Claims Workbench software and Pathways. It also depends upon heavy investment in computer hardware.) 





Progressive’s simplicity of purchasing is two-pronged. By making phone, person-to-person, and on-line ordering available, they create a stress-free, personalized buying environment for their customers. In addition, their “information transparency” guideline calls for disclosure not just of Progressive’s rates but for the rates of other customers as well. This strategy increases customer’s trust level. It also increases the likelihood that potential customers will contact Progressive first because it is a one-stop-shop for researching premium and policy information. (This strategy depends on having an easy-to-use, fast website with secure ordering capability and also on a reliable database of competitors’ information.)





None of these strategies would be possible without the incredible investment made by Progressive in terms of technological support and software development.








INFORMATION SYSTEMS EMPLOYED BY PROGRESSIVE


WEB-BASED ORDERING


On-line web ordering allows customers to purchase policies at their convenience in an uninhibited atmosphere. The website also provides company information to customers and potential customers





the Claims Workbench software 


The Claims Workbench software allows agents to settle claims immediately (the goal being within 24 hours of the accident). The program allows up to twenty separate transactions so agents can keep track of such diverse information as police reports and repair estimates. This software links agents in the field and provides a flawless exchange of information between the agent’s laptop and the company’s mainframe.  Claims can also be transferred between offices.





Pathways


Providing an up-to-date and comprehensive price listing for car parts, Pathways allows agents to cut checks at the scene of an accident.





“Information Transparency” database 


With the IT database, customers are able to compare Progressive’s rates with those from other companies. 





CLAIMS REPORTING INDEX


This program measures the amount of time it takes for customers to report accidents. Progressive’s strategy won’t work if customers don’t report their accidents promptly. To get the best CRI results, Progressive has educated their customers and provided a Gold Card with reporting information.








PORTER’S VALUE CHAIN


To evaluate Progressive’s strategy, we will discuss Progressive Insurance in terms of Porter’s Value Chain (PVC) and determine how the Claims Workbench software (CWS) addresses each level of the model.





INBOUND LOGISTICS


At this stage in PVC, Progressive does the research necessary to determine rate and policy information. At this point, the CWS provides key feedback to decision-makers. Since the CWS captures the details of all claims, including make and models of cars involved, type of accidents, and cost of accidents, the CWS allows decision-makers to predict with extreme accuracy what to charge motorists for insurance. This reduces overcharging, and, more importantly for the company, reduces undercharging.





OPERATIONS


At this point in PVC, the decision-makers at Progressive actually write the policies. Again, this would not be possible without the information provided by the CWS.





OUTBOUND LOGISTICS


Here, Progressive sells policies to its customers. They sell on their speed, service, and software.  The CWS at the point in PVC becomes a selling tool agents can use to woo potential customers and to keep current customers. The CWS allows Progressive to offer customers the Instant Response Claims service, a service no other insurance company provides.





MARKETING


Progressive uses standard marketing strategies such as TV and radio advertisements to introduce customers to the product. However, the agents in their Instant Response vehicles, SUVs that are equipped with the hardware agents need to settle claims instantly, provide additional promotion and confirmation that Progressive does what it claims--offers continual and immediate service.





AFTER SALE SERVICE


In terms of PVC, at this stage, Progressive provides general customer service and fills claims. Twenty-four hour, seven-day a week customer service is available for any customer problems. However, the Immediate Response service is the service of which Progressive is most proud and on which is has made its reputation. The IR service would be impossible without having the CWS. In fact, the CWS was designed in response to the competitive need for IR. Progressive’s window of opportunity here is likely small because other companies, seeing the success of Progressive, will adapt the IR strategy and develop their own software which makes IR possible.





CONCLUSION


Progressive Insurance had a very sound strategy. They outlined their competitive plan and developed computer systems that would allow the fulfillment of their plan. We should follow this approach. We first need to outline our plan, determine the systems necessary to succeeding with that plan, evaluate the costs of those systems, and then follow through.


THIS IS ANOTHER GOOD INTRODUCTION ALTHOUGH IT DOES NOT DIRECTLY IDENTIFY THE BUSINESS RESPONSE STRATEGY AS DIFFERENTIATION OR A COMBINATION OF ALL OF PORTER’S APPROACHES.  I WANT TO BE PAINFULLY DIRECT.





THIS VALUE CHAIN WRITE-UP LOOKS AT THE POLICY AS THE PRODUCT IN THE DELIVERY CHAIN.  THE DISCUSSION SHOULD SAY SO.  I ALSO WANT TO EVALUATE THE BUSINESS CHAIN, IDENTIFY CRITICAL FEATURES, AND THEN DISCUSS TECHNOLOGY.


MOORE


Progressive Insurance











1)	Competitive Plan





a)	Differentiation on level and speed of service.


i)	Relationship marketing.


ii)	Maximize service/profit chain.





2)	Information Systems Utilized





a)	Transaction Response System.


i)	Immediate Response.





b)	Information Reporting System.


i)	1 800 AUTO PRO.





c)	Decision Support System.


i)	Pathways.





d)	Executive Support System.


i)	Claims Reporting Index.





3)	Transaction Processing System vs. Porter’s Value Chain Model





a)	Inbound Logistics.


i)	Accidents.





b)	Operations.


i)	Generation of damage estimate.





c)	Outbound Logistics.


i)	Distribution of claims check.





d)	Marketing and Sales.


i)	Niche market.


ii)	Effectiveness of TPS.





e)	Service.


i)	Requires TPS and supporting systems to carry out strategic plan.

















·	Competitive Plan:





Progressive Insurance has adopted a competitive strategy based on differentiation.  The company differentiates itself on the level and speed of service.  Progressive tries to inspect accidents within nine hours and settle claims within seven days.  They use a relationship marketing approach to maximize the service/profit chain.  They target the “right” customers and then hire and train personnel to effectively deal with them.  This unique approach leads to customer loyalty and price insensitivity, which results in Progressive having a higher margin service offer.





·	Information Systems Utilized:





Progressive employs four distinct IS systems.  The backbone of it’s IS systems is the Transaction Processing System called Immediate Response.  This system is utilized in their day-to-day claims processing operations.  The company also utilizes an Information Reporting System called “1 800 AUTO PRO” to quote rates for potential customers.  The third system employed is a Decision Support System named Pathways.  This system is a database of auto parts, prices and labor-hour estimates to support the adjuster’s estimated claim value.  Finally, the company uses an Executive Support System called the Claims Reporting Index to monitor the length of time that it takes customers to report accidents.  This information allows Progressive managers to experiment with methods to induce customers to report accidents quickly, a prerequisite to their business strategy.





·	Transaction Processing System vs. Porter’s Value Chain Model:





Following is a summary of the Transaction Processing System, Immediate Response, evaluated based on Porter’s Value Chain Model.





Inbound Logistics (Raw materials handling and warehousing):





Insurance companies are in business to pay claims to individuals who experience accidents.  Progressive is in the business of paying accident claims quickly.  The occurrence of an accident involving a Progressive client is the raw material.  Without the occurrence of an accident, there is no need to pay a claim and therefore no need for Immediate Response.  For this reason, the transaction system, Immediate Response, is built around auto accidents.  The system is designed to be mobile so that the claims adjuster can go to the damaged vehicle, instead of the damaged vehicle coming to the claims adjuster.

















Operations: (machine assembling, testing):





Operations, in Progressive’s case, are the creation of estimates for damages sustained in an accident.  This is the action taken to investigate an accident and then generate damage estimates.  It is a precursor to the distribution of a claims check.  The system must be designed so that field estimates are possible, therefore, all relevant information needed for this process must be available.  The TPS allows the claims adjuster to download the client’s claim number and to generate damage estimates.





Outbound Logistics: (Warehousing and distribution of finished product):





In this case, the outbound logistics will be the claims check.  This is the thrust of the company’s strategic plan, to pay claims faster than the competitors. GOOD  The TPS addresses this component by supplying each adjuster with a laptop, wireless modem and printer outfitted into each vehicle.  This is the main purpose of the TPS.  If the system is not designed with the components necessary to generate a claims check, then there is no strategic value associated with it.





Marketing and Sales: (Advertising, promotion, pricing, channel relations):





The TPS Progressive uses, Immediate Response, is also at the heart of their marketing and sales efforts.  Progressive appears to market themselves towards a niche market of people who desire immediate action or possibly desire the security of knowing they can call someone when they have an accident.  The effectiveness of Immediate Response can have a significant impact on the company’s ability to market ultra fast claims processing.





Service: (Installation, repair, parts):





The TPS allows Progressive’s adjusters to make decisions and issue claims checks in the field.  This is the heart of Progressive’s strategic plan.  However, well-trained and courteous adjusters can have a significant impact on clients perceived level of service.  Therefore, the TPS alone does not necessarily determine level of service.





·	Conclusion:





Progressive’s strategic plan is based on differentiation of speed and level of service.  The TPS allows them to carry out the actions necessary to provide the ultra fast claims service their client’s desire.  In the framework of Progressive’s plan, the TPS probably carries more value than any of the supporting systems.  However, this system requires the support of the other information systems.  Duplicating only the TPS will not effectively duplicate Progressive’s strategy.  VERY GOOD POINT!


THIS IS VERY WELL DONE.  IT GETS DIRECTLY AT THE QUESTIONS I ASKED WITH VERY FEW UNNECCESSARY DISCUSSIONS.  INDEED, IT IS ONLY TWO PAGES LONG GIVEN THAT THERE IS A TABLE OF CONTENTS.





I WOULD OMIT THE TABLE OF CONTENTS ON A DOCUMENT THIS SHORT.  I DON’T KNOW WHERE THE BREAK IS, BUT I WOULD GUESS THAT ANYTHING SHORTER THAN TEN PAGES COULD OMIT IT.  





LIKE MOST OF THE WRITE-UPS, THIS VALUE CHAIN DISCUSSION ASSUMES A PRODUCT (POLICY SERVICE) WITHOUT STATING IT.  PLEASE STATE.  IT ALSO ASSUMES THAT THE IT PRODUCT MUST SUPPORT ALL STAGES OF THE VALUE CHAIN.  WHILE THIS MAY BE SO, IT IS MORE USEFUL TO FOCUS ON THE PRIMARY VALUE.  THIS DISCUSSION DOES POINT OUT THAT OUTBOUND LOGISTICS IS THE KEY POINT  I THINK I WOULD EMPHASIZE THAT A LITTLE MORE. 


MIS 5003  - Al Schwarzkopf


Progressive Insurance Case


Paul Wiest,  student # 369-82-3447








	FROM:	Paul Wiest


	


	TO:		Al Schwarzkopf - CIO





	SUBJECT:	Progressive Insurance Strategy Feasibility





	     The purpose of this memo is to evaluate the Progressive Insurance Company’s 	business strategy with respect to the following three areas.





	o	Progressive’s Competitive Plan


	o	Information Systems used


	o	Key communication support system 





	     This memo will discuss the three areas noted above and will serve as my 	recommendation that XYZ Inc. duplicates certain key areas, but not all of 	Progressive’s approach. The key areas that I recommend we at XYZ need to 	implement are:





	o	Immediate response to customers 


	o	Information transparency to customers/suppliers


	o	Multiple distribution channels





	     The following paragraphs provide more details with respect to Progressive and 	will support my recommendations above.





	Progressive’s Competitive Plan	


	


	      Progressive Insurance has gained a competitive edge with three key 	activities, immediate response to customer’s claims (saving time, psychic costs), 	using multiple distribution channels (web, phone), and sharing competitive rate 	data with customers. Immediate response is the most differentiating of the three 	activities.  GOOD, BUT IDENTIFY IN PORTER’S RESPONSE STRATEGY CONTEXT.


	


	Information Systems


	


	     The main information systems used by Progressive include a combination 	communication support/transaction processing system called “Claims Workbench”, 	which utilizes wireless modems in Pentium laptops and allows for immediate 	information movement between laptop and mainframe. GOOD Two-way radios in 	“Immediate Response” vehicles are also used to increase the speed of 	communication. A decision support system called “Pathways” provides parts 	prices and labor estimates.  An information reporting system called “Claims 	Reporting Index” lets the company know how many hours customers wait to 	report claims. 


	


	


	


	Key Communication Support System - Value Chain


	


	     The information system that provides Progressive Insurance with the most 	competitive advantage is the communication support / transaction processing s	system called “Claims Workbench”. The Porter Value Chain model will be used to 	analyze the “Claims Workbench system”. 





	Primary Value Chain Activities 


	


		o	Inbound Logistics - Auto accidents, customer phone calls, 				information from customer, police reports, witnesses.


	


		o	Operations -  response to customer, dispatching rep, collecting data 


			and storing on mainframe. Concurrent information flow.


			


		o	Outbound Logistics - Finished “product” is really a service so rep 			response could be considered outbound logistics.





		o	Marketing and Sales - Here the Immediate response made possible 			by “Claims Workbench” creates delighted customers that advertise 			with positive word of mouth.   





		o	Service - The after-sale service to customers is made possible only 			as a result of the “Claims Workbench” system.  





	Support Activities 





		o	Technology Development - The four-year software development.


	


		o	Procurement - The laptops, two-way radios, pagers.





		o	Human Resource Management - A key component, “hire the best” 			and “pay the most’.


	


		o	Management Control - Management is the driving force behind the 			development and support of the system.





	     The strategic value of the “Claims Workbench” system impacts virtually the 	entire Porter Value Chain, particularly if one considers “service” to be paying 	claims to customers. I feel that Progressive’s payment of customer claims falls 	into the Operations and Outbound logistics areas of the Porter Value Chain. 


	


	





	Conclusion


	


	     While Progressive Insurance “Claims Workbench” system provides a key 	competitive advantage for the company, the software was developed over four 	years and is proprietary and not readily available to XYZ, Inc. For this reason, I 	conclude that we focus on other key components of Progressive’s strategy 	outlined on the first page of this memo, namely: 








	o	Immediate response to customers 


	o	Information transparency to customers/suppliers


	o	Multiple distribution channels





	     The above areas are easily and cost-effectively duplicated by XYZ, Inc. Our 	business will improve immensely by adopting the above strategies, while utilizing a 	slightly modified version of our current systems technology.





THIS IS ANOTHER GOOD APPROACH TO A VALUE CHAIN ANALYSIS.  IT SUMMARIZES THE COMPONENTS OF THE VALUE CHAIN FOR THE BUSINESS THE WAY I RECOMMEND, THEN INDICATES WHERE THE CLAIMS WORKBENCH FITS.  I WOULD LIKE A LITTLE MORE DETAIL, BUT THIS ISGOOD.





NOTE, THAT PAUL DOES NOT RECOMMEND THE CLAIMS WORKBENCH FOR XYZ.  WHILE THE JUSTIFICATION IS NOT A VALUE CHAIN ANALYSIS, IT IS STILL LEGITIMATE.  ALTHOUGH THE FUNCTIONALITY OF THE WORKBENCH IS NOT PROPRIETARY, IT WOULD BE EXPENSIVE TO DUPLICATE.  THUS WE NEED ANOTHER STRATEGY.


Progressive Insurance


Tracy Reinke


 


 


This is an analysis of the Progressive Insurance plan for improving customer service and their share in the automobile insurance industry.  This paper will look at their competitive plan, information systems and includes a value chain analysis of their main information system, the Immediate Response system.





Competitive Plan


 


Progressive’s plan is one of differentiation.  They have portrayed themselves as being a customer service company.  Two main examples of this are their rate quoting system in which they tell a potential customer not only what they will charge for a premium but also what their competitors will charge, even if it is less.  The second example is the fast response team to the site of accidents.  Their goal is to have all accidents investigated within 24 hours of occurrence.  Because of this, their customers receive their claims faster.  GOOD


 


Information Systems


 


	There are several information systems utilized by Progressive.  The first is their insurance quoting system.  This would be an example of a decision support system.  Information from potential customers is entered into a database and the computer makes a decision about the premium that should be charged.  The second is their Immediate Response system.  This is an example of a decision support system.  Information regarding the accident is entered into the computer and the computer can determine how much the claim should be for.


 


Value Chain


 


	A closer look at the Immediate Response system using the value chain will bring some light to the success of Progressive.  There are five main primary activities for the value chain: inbound, outbound, operations, marketing and sales, and after-sale services.  There are also support activities that include the firm’s infrastructure and human resources.





	The Inbound activity for the Immediate Response system is the initial report by the insured when an accident occurs.  This is accomplished by the customer calling an 800-phone number and reporting the accident.  The claims representative then assigns the call to the correct claims office.  Progressive is able to do this seamlessly because of the software which they developed.  They have made the inbounds step of the value chain efficient.





	The Operations or Productions activity for the Immediate Response system is the flow of information when the adjuster visits the scene of the accident.  An adjuster uses the Claims Workbench software that Progressive developed in order for a fast response.  This software eliminated the need to fill out paperwork when the adjuster returned to the office which usually meant a delay in a check to the customer.  This new software has increased the efficiency of Progressive.





	The third step is the Outbound activity.  For the Immediate Response system this is the delivered claims check.  Because of Progressive’s under 24 hours response time and their attempt to respond on-site, Progressive has shortened the time-frame involved in the customer receiving their claim.  Their computer system has increased the efficiency in this activity.





	The Marketing and Sales activity can be seen in the Immediate Response Vehicle that the claims adjuster drives to the scene of an accident.  By having a vehicle at the scene of the accident with Progressive’s name on it, drivers who are not insured with Progressive can see their fast response time.  Progressive also runs radio and television ads focusing on the quick response of their adjusters, highlighting the quick settlement time of claims.





	The last activity is After-Sale Services.  This can be measured in the numerous satisfied customers that Progressive has.  Progressive is growing in the number of insured customers it has as compared to other insurance companies.  A big part of the reason is the Immediate Response program.   DEFINE THIS ACTIVITY FOR PROGRESSIVE





	The support activities include Progressive’s investment in the Immediate Response system.  It took over four years to create a program that would create an environment that would enable the quick response Progressive was aiming for.  Progressive also prides itself on hiring excellent employees and supporting them through training.  They understand that the company can only be as good as its support staff.


THIS IS ANOTHER GOOD ANALYSIS.  NOTE THAT THE QUESTIONS ARE ANSWERED QUICKLY EARLY IN THE DISCUSSION.





DON’T ASSUME THAT THE IT SYSTEMS SUPPORTS ALL VALUE CHAIN STAGES.  FOCUS ON THE KEY ONES.

















----------------------------





From:	Committee comprised of Tracy Cuff, Suzanne Cutsinger and Jason Lane


To:      CIO





Subj.:	Critical Analysis of Progressive Insurance Competitive Strategy








Progressive Insurance is currently revolutionizing the world of automobile insurance coverage with their vastly superior information systems.  These various strategic information systems are providing them with the ability to increase their customer base thus eating away our current market share and to lower their cost of processing claims even further strengthening their ability to compete in the open market.





Their complete Information system consists of numerous, complex systems that interact with one another resulting in a well oiled information processing machine.  These systems consist of the following: 


Information Transparency


Immediate Response


Claims Workbench 


Pathways


Claims Reporting Index (component of the executive information system)





Progressive’s Immediate response system, in particular, is critical to their overall goal of quick and inexpensive claims processing.  Immediate response involves the reception of claims on a 24X7 basis, immediately routing those claims to the nearest claim representative, dispatching that claim adjustor to the scene and finalizing the claim and disbursing payment remotely.  This system, using the Porter competitive forces model, is a clear competitive advantage enabling  them to continue their goal of obtaining the largest market share in the industry.





Progressive is leading a change in the automobile insurance industry through speed, service, and technology.  Their goals of superior speed and service are being achieved by tools developed by their IS department.  Information Transparency, Immediate Response, Claims Workbench, Pathways and Claims Reporting Index are used to implement the type of service demanded by their CEO, Peter Lewis. They write policies for standard customers as well as nonstandard, high-risk customers. Progressive representatives are available 24 hours a day, 7 days a week. Claim adjusters are dispatched to the scene of an accident. Their empowered employees can settle claims in a matter of minutes or days unlike the competition, which can take weeks or months to settle a claim.  Peter Lewis’ strategy is to go the extra mile for the consumer by reducing the human trauma and economic costs of automobile accidents in effective ways. The results are faster, less expensive and more profitable service. 





Information Transparency is Progressive’s Information Reporting System.  It is a policy of sharing information with customers about prices, costs, and services.  Progressive quotes their insurance rates along with the rates of their competitors. Progressive offers multiple distribution channels for people to attain information. Potential customers may contact Progressive online through the web, by calling 1-800-AUTO-PRO, or by contacting independent agents.





Claims Workbench is a Transaction Processing System providing concurrent information flow.  It is an object oriented software application developed in-house that can instantly move information back and forth between a laptop using a wireless modem and the mainframe to keep the claims moving toward resolution.  





Pathways is a decision support database application that provides an encyclopedic listing of parts for nearly every car on the road eliminating the need for out of date volumes of crash guides the representatives use to depend on to do their estimating.  Pathways lists parts, prices, and labor-hour estimates.





Immediate Response is a Transaction Processing System.  The first stage of Immediate Response is designed to be quick and seamless, an unbroken flow of information between the customer, the central database and the local claims office.  The software required to pass the information was developed in-house by Progressive’s information systems department.  





Claims Reporting Index is an executive information system allowing the CEO and other executive management to monitor the rate at which claims are reported and processed.  This enables them to analyze the success of their overall goals, not only from the processing standpoint but from a reporting standpoint as well.





Progressive representatives are available 24 hours a day, 7 days a week. New claims are routed to one of the companies five call centers where the customers are interviewed and the data is entered into Progressive’s mainframe initiating Immediate Response. The call center contacts the local office and electronically transmits the claim information then transfers the customer to a representative at the local office. The local representative dispatches an adjuster to either the scene of the accident or the person’s residence. The rep radios or pages the claim number to the local adjuster who downloads the claim information file to their laptop.  The adjuster arrives with the tools and information required to make real-time decisions and settle the claim in the field.  





Porter’s Competitive Forces model contains five components.  These components are:  Threat of entry of new competitor, Bargaining power of suppliers, Bargaining power of buyers, Threat of substitute products or services, and Rivalry among existing firms.


    


The threat of a new competitor for Progressive is high. Progressive already has extensive competition in the industry.  Furthermore, with increases in technological information, more companies can copy Progressive’s Information systems  and compete easily.  It is Progressive’s name, experience, and first mover advantage that will be difficult to compete against.  From that standpoint, Progressive is in good position to ward off attacks from new competition in the automation arena. 





The bargaining power of suppliers is not very  relevant in this analysis. With the exception of common business materials, Progressive is not dependent on elaborate supply chains for their product.  The most important supply chain is the supply of funds to settle insurance claims.  Due to their low cost  of processing claims, cash flow should not be an issue as long as revenues are high.





The bargaining power of buyers in the auto industry is currently low. In some locations only one auto insurance agency exists.  However, with the increasing use of information systems, such as Immediate Response, to lower prices and to provide better, faster service, customers will start demanding more choices.  Furthermore, Progressive’s use of their Transparent Information system is gaining them new customers at an alarming rate by providing quick access to rate information and multiple distribution channels to administer policies.  Furthermore, their policy of providing competitor quotes, even if they are lower is winning the respect of consumers.  Such relationship building will enable them to ward of competition.





The threat of substitute products is relatively low in this industry.  Auto insurance isn’t going away.  Rather, true differentiation will exist in their ability to more efficiently support their customers.  From that standpoint, the Immediate Response system aggressively puts them at the top of the industry from a competetive edge standpoint. With the Immediate Response IS, Progressive is unique and stands out from the existing competition. 


The final piece of the Porter Competitive Forces model is rivalry among existing firms.  As stated in the article, Progressive’s market share has consistently increased for a number of years.  They are now 5th in the industry.  As it stands now, the remainder of the industry operates in the same matter.  Their primary method of increasing market share is an increase in marketing efforts.  On the other hand, Progressive has positioned themselves to aggressively take the leader in the industry role due to their successful use of technology.  If other organizations do not follow suit then they will continue to see declines.  GOOD DISCUSSION


In summary, we propose an adoption of Progressive’s strategic use of technology.  By using technology to increase market awareness of our products and services, lower our overall claims costs, decrease our claims processing times, and increase customer satisfaction we feel as though we can successfully compete with Progressive and other competitors that will surely follow suit.


.  


THE INTERESTING PART ABOUT MOST MODERN INFORMATION SYSTEMS IS THAT THEY ARE NOT JUST ONE KIND OF SYSTEM.  MOST OF PROGRESSIVE’S TRANSACTION PROCESSING SYSTEMS ALSO HAVE A SUBSTANTIAL DECISION SUPPORT COMPONENT AS WELL.  SOME OF THEM ARE EVEN TRANSFORMATIONAL.





I WOULD HAVE LIKED TO HAVE SEEN LESS DISCUSSION OF WHAT PROGRESSIVE IS DOING, ANDM MORE OF HOW IT IS IMPACTING THE COMPANY.  WHAT IS PROGRESSIVES STRATEGY?  DIFFERENTIATION BASED ON CUSTOMER FOCUS?





THE DISCUSSION OF THE COMPETITIVE FORCES MODEL HERE IS FAIRLY GOOD.  IT SHOULD HAVE STARTED WITH A SUMMARY OF WHAT PROGRESSIVE’S BUSINESS IS AND HOW PROGRESSIVE WISHES TO COMPETE, BUT THE ANALYSES OF COMPETITORS COVERED ALL COMPONENTS OF THE PROGRESSIVE ENVIRONMENT THE WAY IT NEEDS TO.  THE NEXT STAGE SHOULD HAVE BEEN A DISCUSSION OF HOW PROGRESSIVE IS USING ONE OF ITS IS PRODUCTS TO PROTECT ITSELF.


--------------------------------------


Joseph Gentry	





Progressive’s innovative strategies, methods, and technologies have given the company a distinct competitive advantage. I believe the Progressive business model is a sound one, and one our company should emulate. Progressive’s competitive plan is to offer faster, less expensive, more diverse, and more profitable service. Progressive strives to achieve a level of customer service and satisfaction far superior to their competitors. They have achieved these objectives by improving several business processes.





The first of these is the addition of multiple distribution channels for Progressive policies. Potential customers can purchase a Progressive policy from a local representative, on the phone, or on the Internet. 





Another important part of Progressive’s plan is personnel policies. Progressive believes in hiring the best talent available and paying the best wages possible. They track employee performance extensively. Those who perform to expectations are rewarded, and those that don’t are weeded out. Progressive believes that this policy creates an “aristocracy of performers”.


The driving force behind Progressive’s competitive plan is its ultra-fast claims service, Immediate Response. Using state of the art technology, software, and information organization, Progressive is able to conduct most inspections with nine days of the accident, and settle over half of the claims within seven days. Progressive believes that the immediate access to information warehoused in a central location by many different users is essential to providing quick, reliable service.


Although Progressive undoubtedly uses a complex mix of information systems to advance its competitive plan, several distinguishable systems are highlighted in the article. These include information reporting systems, transaction processing systems, decision support systems, and executive support systems. I believe that the decision support systems embedded in Progressive’s Claims Workbench are one of the biggest reasons for their success. The value of these systems can be seen in Porter’s Value Chain model. These decision support systems provide the most strategic value to the primary activities of marketing/sales and service. Each support activity in Porter’s Value Chain model has played a large role in the success of the decision support systems. Continued improvement and strength in these activities are needed to insure continued success.


Most of the information systems described in the article deal with the Immediate Response strategy. The first step in the Immediate Response process is the transmission of the customer’s claim file. This information is located in a centralized database and can be immediately accessed by the Progressive representatives from anywhere in the country. This information reporting system allows many different users to download applicable customer files or “reports”.


The second part of the Immediate Response strategy employs the use of the Claims Workbench software package. This software integrates several information systems together, including transaction processing systems, information reporting systems, and decision support systems. The transaction report systems allow representatives to perform up to 20 transactions in the field. These transactions are captured in a centralized mainframe. Claims Workbench also uses information reporting systems like downloadable customer files and available parts listings that provide the representative with information vital in the decision making process. Finally, Claims Workbench combines all of this information to allow the claims representative to work up an estimate. This decision support system has played a large part in dramatic improvements in Progressive’s average settlement time.


The article also implies the use of a decision support system and executive information system in the corporate office used to measure and track every aspect of the business. This allows top level managers to get a broad, macro view of the business, and provides valuable information useful in strategic decision making. It is also used to complete employee performance evaluations.


The article emphasized Immediate Response as the backbone of Progressive’s success. I believe much of the success of Immediate Response can be attributed to the decision support systems that are a part of the Claims Workbench software. Porter’s Value Chain model can be used to evaluate this portion of Claims Workbench and determine its strategic value to Progressive.


Porter’s model includes the evaluation of the primary and secondary activities of a business. The primary activities include inbound logistics, outbound logistics, operations, marketing and sales, and after-sale service. Secondary activities include firm infrastructure, human resource management, technology development, and procurement. Based on Porter’s Value Chain model, the decision support systems of Claims Workbench add value to Progressive products at several component levels.


The inbound logistics activities of Progressive deal with the handling and warehousing of the raw materials used to construct Progressive’s policies. In Progressive’s case, this is the information that is used by analysts and actuaries to write policies. Inbound logistics determines how this information is obtained and stored. Claims Workbench has little strategic affect on this component.


The operating activities of Progressive involve the actual construction or formulation of policies by analysts and actuaries. The use of Claims Workbench as a decision-making tool and the efficiencies this tool provides are undoubtedly factors and variables considered by those writing Progressive’s policies. 


As mentioned earlier, Progressive’s outbound logistics activities are achieved through the distribution of its products at the local office level, by telephone, and on the Internet. Because distribution is so diverse, policy owners could be located in any state where Progressive is licensed to do business. Claims Workbench allows and facilitates this dispersion by empowering local agents and claims representatives with instant access to customer information and decision making tools.


The decision support systems in Claims Workbench contribute the most strategic value to the last two primary activities in Porter’s Value Chain model. The first of these is marketing and sale activities. The speed and efficiency provided by these systems allow Progressive to market, promote, and advertise their products as customer-centered and customer-friendly. The efficiencies created by Claims Workbench also allow Progressive to competitively price their products.


Claims Workbench as a decision support tool has the most direct strategic value on the service activity in Porter’s Value Chain model. The systems give claims representatives the tools needed to provide a quality and speed of service to policyholders unique to the insurance business. This quality and efficiency of service is the driving force behind the Immediate Response Strategy and the recent success of Progressive Insurance.


The strategic value of the decision support functions of Claims Workbench is enhanced by each of the support activities of Porter’s Value Chain model. The infrastructure provides the insight, vision, and strategy for using Claims Workbench as a decision support tool. The infrastructure may also tweak the decision support functions of Claims Workbench to fit these strategies. The system in return captures valuable information for all infrastructure components.


The need for intelligent, technologically adept claims representatives to make good decisions that are augmented by Claims Workbench put extreme value on the recruiting, training, and development activities of Progressive. Technology development is at the heart of Claims Workbench’s value. The use of wireless, information storage, and software technology gives those using Claims Workbench a speedy, decision support tool and gives Progressive a distinct advantage over competitors. Procurement in relation to the Claims Workbench decision support systems involves the purchase of hardware, software, and other supplies that are required for continued success.


In conclusion, I believe that our company can experience significant improvement by employing many of Progressive’s strategies as described in the article. The most important of these being developing a customer-centered approach to service and improvement in the delivery of our information systems. I believe further investigation and research is warranted.


THIS DISCUSSION HAS A GOOD SUMMARY OF WHAT PROGRESSIVE IS DOING, BUT NOT COUCHED IN TERMS OF THE MODELS.  THE GENERAL DISCUSSION IS MUCH LONGER THAN IT NEEDS TO BE AND TALKS ABOUT THE PROGRESSIVE APPROACH OUTSIDE OF THE CONTEXT OF THE MODELS.  USING MODELS REQUIRES YOU TO MATCH UP THE PRODUCT WITH THE COMPONENTS OF THE MODEL.  I WOULD LIKE A DISCUSSION THAT IS OBNOXIOUSLY SPECIFIC.





THE DISCUSSION OF THE VALUE CHAIN IS COMPLETE AND IT DOES FOCUS ON AN INFORMATION SYSTEM CONTRIBUTOR.  THE FIRST STEP OF VALUE CHAIN ANALYSIS, HOWEVER, IS DETERMINING WHAT THE PRODUCT IS.  INSURANCE POLICY VALUE CHAINS WILL BE DIFFERENT THAN INSURANCE CLAIMS SERVICE VALUE CHAINS.  IF WE DO THAT FIRST, THEN THE DISCUSSION CAN BE MORE CONCRETE, WE CAN IDENTIFY VALUE ENHANCING OPPORTUNITIES, AND WE CAN EVALUATE THE INFORMATION SYSTEM BETTER.


----------------------------------


Issue Paper


Progressive Auto Insurance





Competitive Plan:	Speed, Service, and Software.





It’s as simple as that.  The Progressive Corporation is focused on those three concepts, and they are the reasons the company has prospered and grown so rapidly.  The claims service, adequately labeled “Immediate Response,” characterizes the company’s perspective on the Auto Insurance business.  Furthermore, Progressive takes it’s line of work to another level, a personal one.  Peter Lewis adds a personal touch by stating that theirs is not a simple auto insurance company, but rather a business that strives to reduce the human trauma and economic costs of automobile accidents.  Examination of the following key points, information systems utilized, and an evaluation using Porter’s Value Chain should give our company insight as to the direction we should take our business.





Key Points:


Strategy


Pricing


Technology


Immediate Response philosophy


Empowerment


Revolutionary service (as evidenced by company name)


Competitive perspective


Unconventional willingness


Hiring talented employees


Measuring performance





Information Systems:





Transaction Processing System


Progressive’s Immediate Response claims service is the backbone, or basic business event on which the company focuses.  The whole process represents a Transaction Processing System (TPS) because it allows for the capturing, storage, maneuvering of data, or business events, within the Progressive database.  These business events, or collision inspections, can be downloaded from laptops and processed in batches, or they can be processed on-line.  Either way, Progressive’s TPS enables its claims adjusters to process claims efficiently and accurately.   





Decision Support System


Progressive uses a Decision Support System (DSS) that essentially empowers their employs to make on-the-spot decisions.  In the insurance business, that makes a huge difference to the flow of claims.  Each adjuster’s laptop is equipped with software that combines the input data about the accident with analytical rules.  This, consequently, facilitates the adjuster to make decisions about the fault of the accident and immediately write checks for the estimated repair costs.





Strategic Information System


Progressive’s Strategic Information System (SIS) has changed the way they do business.  As Peter Lewis decided to make the insurance business competitive instead of every company doing the same old thing, he, in effect, set their SIS into motion.  The result was a totally new service of on-the-scene claims adjusters, improved service to the insured, lower costs as a result of faster turnover.  They also created barriers to entry to this new kind of service.  Competitors didn’t know the secret to their success, as their claims software was developed in-house and not revealed to the public. All of the above also enables employees to provide management with timely, accurate, and complete quality information.





4.  Transformational Information System


The sum of the systems mentioned above represents Progressive’s Transformational Information System.  The ripple effect was created by the following flow of changes.  Radical changes in Progressive’s basic business processes brought about radical changes in the structure of their company.  Those changes and the success of their new service forced the competition to attempt to follow suit.  Therefore radical changes in the industry resulted.





Porter’s Value Chain Evaluation:		Strategic Information System (SIS)





Primary Activities





Inbound – On an internal level, inbound factors were initiated with the SIS and include the birth of the concept of competitive service and actually working out the logistics to a new way of business.  On an external level, the major inbound factor is convincing the initial customers that this kind of service is possible and will be efficient and beneficial.


Outbound – Progressive established the how-to and actually placed adjusters in the field equipped with the vehicles, laptops, software, online connections, and printers necessary to do the job.


Operations – Progressive actually executed their SIS and put their new service into action.  They introduced on-the-scene claim filing and accelerated the turnover of their cases.


Marketing and Sales – Progressive’s SIS enabled them to market their service as unique.  Because their SIS introduced this new service and created barriers to entry for competitors, they market their “Immediate Response” system and sell policies at a lower cost.


After-Sale Service – Because of the research and implemented SIS, Progressive is able to follow through on their “Immediate Response” promise.  From their claims adjusting software right down to their call centers, their technology is state of the art, and they haven’t left any rock unturned. 

















Secondary Activities





Technology Development – Progressive definitely supported their SIS plans and their primary activities with technology research and development.  Their in-house development of Claims Workbench, the call centers, the high-tech field laptops and software, Claims Reporting Index (CRI) indicate their dedication and belief in technology.  Needless to say, this pursuit of and reliance on technology has been the backbone of their SIS and the entire organization.


Procurement – Progressive actually spent the money and obtained all the necessary equipment to achieve the results that Peter Lewis’ SIS envisioned.  It is an ongoing process, supplying field adjusters with reliable vehicles, up-to-date computer hardware and software, and communications capabilities.


Human Resources Management – Peter Lewis stated that all of the above is worthless if you don’t hire talented employees; therefore, Progressive made it a priority to hire capable, dedicated, talented, diligent workers, and it paid off.  They spend significant amounts of time and money recruiting, training, and developing their employees.  Peter Lewis made that necessity very clear in his SIS, and he made sure that the HR department carried out his desires. 


Management Control


General management – Progressive’s SIS affected general management in every possible way.  Every decision has to be made to fit this new style of business.  It is extremely important that every employee and member of management have the same focus and understanding of Lewis’ SIS.


Coordination – The entire business worked together.  The SIS called for that, and they responded.  This collusion applied to all areas:  R&D, field workers, management, customer relations.  Coordination and cooperation are essential to the implementation of Progressive’s SIS.


Accounting/finance – This SIS obviously affected this department as every decision and budget had to reflect Progressive’s new outlook on the insurance business.  It takes strong accounting and finance division to support and continue support of such dramatic changes.


Central planning – This facet of management control best represents the concept of the SIS.  Strategic planning is a must and is the heart of a Strategic Information System.  Peter Lewis and Progressive definitely had the future in mind when they constructed their SIS, and that is solidified by their success.








Progressive had a competitive plan:  Speed, Service, and Software.  They accomplished it, but only with a healthy set of intertwining information systems.  At the core of the business was the Strategic Information System set into motion by Peter Lewis.  The system was obviously effective for Progressive.  The evaluation using Porter’s Value Chain Model proves the effectiveness of Progressive plans.  When facing the challenges ahead and considering the future of our company, we must do two things.  We must establish a set a capable set of information systems, and then decide whether or not we are willing and able to follow suit.  The noticeable concern is whether or not we can afford such drastic change; more importantly we must ask ourselves whether or not we can afford not to make changes?


THIS IS A WELL WRITTEN DISCUSSION FROM A SLIGHTLY DIFFERENT POINT OF VIEW THAN I HAD IN MIND.  I WOULD HAVE PREFERRED THAT THE ANALYSIS FOLLOWED THE STRATEGIC MODELS MORE CLOSELY.  





THE KEY POINTS LIST DOESN’T ADD MUCH, SINCE THEY ARE NOT SPECIFICALLY DISCUSSED IN THE BODY.  





I WAS ALSO TRYING TO AVOID TOO MUCH EMPHASIS ON TYPES OF SYSTEMS (TRANSACTION PROCESSING, TRANSFORMATIONAL, ETC.) BECAUSE MOST COMPUTER SYSTEMS HAVE FEATURES OF SEVERAL OF THESE AT A TIME.  





THIS VALUE CHAIN DISCUSSION TAKES THE POINT OF VIEW THAT THE PRODUCT IS THE INFORMATION SYSTEM.  THAT WOULD MAKE SENSE FOR A SOFTWARE HOUSE, BUT NOT FOR PROGRESSIVE.  THE ANALYSIS IS CORRECT FROM THAT POINT OF VIEW.








--------------------------------------





MEMORANDUM


 ________________________________________________________________________





TO:  Joe Blow CIO





FROM:  Terri Pyle and Ron Martin





DATE:  January 24, 2000





RE:  Progressive Insurance Information Systems Analysis











The purpose of this memorandum is to determine the effectiveness of Progressive’s innovative approach to utilizing information systems technology to gain a competitive advantage within their industry.  GOOD SUMMARY STATEMENT.  ADD A SENTENCE OR TWO ABOUT WHAT YOU HAVE DONE AND WHAT YOU HAVE CONCLUDED AND THIS IS WHAT I WANT FOR AN EXECUTIVE SUMMARY.





Progressive Insurance’s competitive plan is to provide high quality customer service while competitively pricing its products.  This is accomplished by utilizing an information system, which allows an unbroken flow of information between the customer, Progressive’s central database and the local claims operation thereby maximizing efficiency.





This memorandum recommends that our company pursue the implementation of an information system similar to Progressive’s Immediate Response System in order to improve the efficiency and competitiveness of our services.  Reviewing the Immediate Response System on the basis of Porter’s Value Chain model as outlined below made this determination.  





Porters Value Chain Analysis of Progressive Insurance’s Immediate Response System: This system allows for much greater efficiency by empowering front-line workers (claims adjusters) to evaluate the accident, assess the damage, determine the cost to repair the automobile and cut the check for the insured.  This is made possible by Claims Workbench; a revolutionary software package developed by the company. 





        PRIMARY ACTIVITIES


Inbound - A claim is reported and all relevant data is input into the database. This transaction processing system allows for the data to be readily accessible by all divisions within the Immediate Response framework.  


Outbound - The information is electronically transmitted to the area dispatcher where the accident happened.  The claims adjuster is then dispatched to the customer’s location.  In many cases this is the scene of the accident. 


Operations - Claims adjusters use the Claims Workbench software and download the claim information with a wireless modem.  The Claims Workbench along with the Pathways database are excellent examples of Decision Support Systems.  The information regarding the costs of repairing damaged vehicles is stored in the database.  This information can be readily retrieved to enable adjusters to determine the cost of repairs so a check can be cut on the spot and given to the insured.       


Marketing and Sales - The Company markets this revolutionary way of settling claims through promoting high quality customer service and quick response times and the fact that they have extremely competitive insurance rates in order to grow the market share of the company.  


After-Sale Services - As an integral part of the Immediate Response Program, Progressive claims representatives are available 7 days a week, 24 hours a day.   Another service offered by Progressive is their 1 800 AUTO PRO number which allows potential customers to compare the cost of insurance premiums of their competitors to that of Progressive’s. The implementation of this Transaction Processing System and Strategic Information System will enable us gain a competitive advantage within our respective market by better serving our customers during and after the initial sale.








         SUPPORT ACTIVITIES


Human Resources – Lewis, Progressive’s CEO, has a strong belief that all employees understand and agree to meet clear, measurable objectives that are pre-defined.  This enables the company to review progress and retain only those employees, which meet their goals.  If well defined, this could be another example of a Decision Support System/Executive Information System.


Technology Development/Process Improvement – A sophisticated metric called the Claims Reporting Index (CRI) was created to track the time it takes for a customer to report an accident. This reporting index is an example of an Executive Support System. Based on the data acquired, Progressive is experimenting with ways to change customer behavior.  








In conclusion, implementing an information system similar to Immediate Response would enhance business transaction efficiency, thereby, improving customer service, which would make us more competitive in our industry. 


	                      	


GOOD, SHORT SUMMARY.





A NOTE ABOUT FORMAT:  BULLETS ARE VERY HELPFUL IN ORGANIZING LISTS, BUT A COMPLETE BULLETED DOCUMENT LOOKS POORLY THOUGHT OUT.





TYPES OF IT SYSTEMS?





THE VALUE CHAIN ANALYSIS DISCUSSES HOW PROGRESSIVE USES IT TO SUPPORT VALUE.  LET’S CHANGE THE FOCUS A LITTLE.  I WANT TO KNOW WHETHER A SPECIFIC IT PRODUCT ADDS ENOUGH VALUE TO THE COMPANY TO BE BUILT.  DEFINE THE PRODUCT, EVALUATE THE CHAIN FOR THAT PRODUCT, THEN EVALUATE THE TECHNOLOGY.





YI, BRIEDEN, AND GILL





ISSUE PAPER ON PROGRESSIVE INSURANCE





1.	Competitive Plan:	Immediate Response System: A new approach to 


auto insurance claims handling. Progressive gets out there on-site, when others will not. 


Policies for nonstandard motorists: Progressive provides insurance coverage that most other major insurers try to stay away from. Progressive finds a way to get it done.


Round-the-Clock service: Progressive has gone against industry norm and has done what was thought to be economically impossible, by providing claims service 24 hours a day, seven days a week.


Philosophy of “information transparency”: Have all of the information available for immediate access to employees. 


				Multiple distribution channels: Progressive was 


				the pioneer in providing insurance over the internet. 


	Network of information using progressive hardware and software: Progressive employees have the necessary tools to obtain information immediately.


	Policies on personnel and teamwork: The progressive philosophy: To be the best, you must hire the best employees, train them the best, provide them the best tools, and pay them the best for their work. 





Information Systems:	a)	Communications Support System:  telephone network (1-800-AUTO-PRO), electronic communication, internet service


Transaction Processing System:  website, Claims Workbench software, Pathways software, Claims Reporting Index software


Information Reporting System:  Claims Workbench software, Pathways software


Decision Support System:  Claims Workbench software, internet service


Business Rule Automation System:  internet service








Analysis of Claims Workbench software using Porter’s value chain model:





Inbound – Accident reporting


Operations – Claim processing/Policy information retrieval


Outbound – Settlement


Marketing/Sales – Satisfaction of customers and employees


Service – Accessibility of database 





Accident reporting is the first stage in the claims handling process that Claims Workbench is an integral part of.  Obviously, a claim cannot be processed if an accident is not reported.  At this initial stage, a representative has access to the specific customer’s information, such as policy type, that will begin the claim processing stage.  The accessibility of this information is critical to the company’s policy on Immediate Response and “ultra-fast claims service.”  





The claim representative has available, at his/her fingertips, all of the information necessary to properly process a claim.  This includes ability to download police reports, other estimates, and various other information.  Also, forms such as accident reports, loss reports or analysis reports, are easily accessible and transferable.  Claims Workbench enables representatives in different locations to communicate their specific information to expedite the Immediate Response policy.  Upon completion of all reports, the representative is able to communicate the information regarding the loss from his/her laptop to the central database, where the information will then be available to other representatives.  





Claims Workbench, following the aforementioned stages, allows for settlement.  Representatives are able to actually issue checks at the scene of the accident and conclude the entire process.  Although this may not always be the case, settlement is always shortly forthcoming, thanks to Claims Workbench.  





This software does not directly affect marketing and sales, as its primary function is access and retrieval of information.  However, the service it provides such as on-site settlement produces satisfied customers who, in turn, may advertise their success with the company.  Also, such advanced communication and information accessibility satisfies employees.  GOOD





Following settlement, customers may have questions or problems that need to be addressed.  Claims Workbench allows for speedy access of the necessary or additional information.  The mainframe or central database automatically updates itself as the representative inputs data and forms.  Resultantly, a representative assisting a customer who had his/her particular matter resolved the previous day may quickly and easily address the issues raised.    


WHILE A REASONABLE ANALYSIS, THIS FORMAT IS A LITTLE BRIEF FOR ME.  IT CONSISTS OF A COLLECTION OF LISTS WITH LITTLE CONNECTING DISCUSSION.  SINCE THE FOCUS OF THE ANALYSIS IS TO FIT THE MODELS TO THE CASE, DISCUSSION OF MODELE COMPONENTS SUCH AS THE VALUE CHAIN COULD BE A LITTLE MORE EXTENSIVE.





ONE REALLY GOOD FEATURE OF THE ANALYSIS IS THE RECOGNITION THAT A PRODUCT MAY NOT SIGNIFICANTLY IMPACT ALL COMPONENTS OF THE CHAIN.





--------------------------------------


JACKSON & WRIGHT


Progressive Auto Insurance





	When Progressive Auto Insurance was founded in 1937, it was one of approximately 300 auto insurers that was conducting business as usual and was virtually a nobody in the insurance industry.  Applying their strategies of speed, service, and high-tech software, it has propelled itself to become the fifth largest auto insurer in the United States.   


	What is Progressive doing?  How did they do it?  And what are their competitive plans?  Progressive began their transformation first by becoming “unconventional”, and covering non-standard customers – high-risk drivers who had been turned down by other insurers.  This coverage has allowed Progressive the necessary resources to expand, ‘getting out of the box’, and invest in programs such as the Immediate Response System, the 1-800-AUTO-PRO call center information hotline, and also invest in the most advanced technological programs – the Claims Workbench, Pathways, and the Progressive Gold Card.  These modifications, enhancements, and inventions, are what aid in keeping Progressive near the top, but it is the energy, drive, and passion of its employees that keeps Progressive competitive.  Their emotional and personal commitment is what allows Progressive to keep reinventing itself and staying competitive and in the ‘big leagues’.


	After conducting a thorough investigation of Progressive’s business strategies and operations, we are of the opinion that we should adopt Progressive’s approach to grow our business and gain market share.  In the following pages we will discuss the strategies that Progressive employs that keeps Progressive on top.


	Progressive’s competitive plan was to build a company around speed, service, and high tech software.


	To address the speed issue, the Immediate Response program was created.  This ultra-fast claims service allows customers to have access to claims representatives available 24 hours a day, 7 days per week.  Not only are these representatives available for customers to file claims, but the agent travels to the scene within minutes after the accidents occur.  These representatives have the authority to make on-the-spot decisions to settle claims, which results in very satisfied customers.  Progressive realized that accidents should be treated as emergencies (a “novel” approach) so speed is important.  This approach has proven to be profitable for Progressive.


	The second component to Progressive’s competitive plan is superior customer service.  It begins with Information Transparency, the 1-800-AUTO-PRO toll-free number designed to assist potential customers with information such as prices, costs, and services of Progressive, as well as rates of Progressive’s competitors, even if they are cheaper.  Covering “non-standard” customers, -- high-risk drivers who have been turned down by other companies helped Progressive identify a market niche which has proved profitable.  Progressive looks at the insurance industry differently than most others, by reducing the human trauma and economic costs of auto accidents in effective and profitable ways.  Lastly, Progressive makes it easier for customers to purchase auto policies whether it’s from calling one of their 30,000 agents at the 


1-800-AUTO-PRO toll-free number or even visiting the web site to purchase a policy.


	Progressive makes great use of the technology developed by their Information System (IS) department.  Each field representative is equipped with a laptop that interfaces with the mainframe from one of this five call centers.  This allows for an efficient yet rapid flow of information needed for filing and settling claims with unprecedented speed.  Claims Workbench, which took four years to develop, allows this constant flow of information to move back and forth between laptop and mainframe, a “concurrent information flow”.  And finally, Pathways, is the software application that provides a list of parts for almost every car on the road.  This further enhances the ability of the field representatives to complete the claims transactions and settle it was well.  And last, the Progressive Gold Card, designed to change customer behavior.


�
	We used the Immediate Response System to evaluate on the basis of Porter’s value chain:


Primary Activities


Inbound


	Claims call center handles customer calls 24/7, then calls are routed to the local office.


Operations


	Call center representatives enter data into mainframe, which in turn initiates Immediate Response.


Outbound


	Dispatcher contacts field representatives via 2-way radio to accident scene.


Marketing/Sales


	1-800-AUTO-PRO toll free number


	Immediate Response vehicles advertise Progressive


Service


	Fast handling of claims


	High efficiency because no backlog of paperwork





Our recommendations are to adopt Progressive’s strategies to increase our market share.





A NOTE ABOUT FORMAT.  THE CHOICE OF BOLD TYPE HERE EMPHASIZES THE COMPONENTS OF PORTER’S MODEL RATHER THAN POINTS THAT THE ANALYSIS WANTS TO MAKE.  USE BOLDFACE, ETC. TO EMPHAZIZE THE POINTS YOU WANT TO MAKE FOR YOURSELF.  SOME OF THE REFORMATTING IS PART OF THE IMPORT PROCESS.  GATES’ REVENGE!!





YOUR BOSS (ME) WANTS YOU TO DETERMINE HOW A PARTICULAR INFORMATION SYSTEM WOULD BE JUSTIFIED ACCORDING TO THE COMPANY CRITERIA (COMPETITIVE FORCES OR VALUE CHAIN).  FOCUS ON THAT.


--------------------------------------
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For: C I O


From: Luis E. Cardozo F.





Refers: Insurance Progressive Company








Estimated CIO, after a detailed review of the modus operandi of Progressive Insurance Company, we have been detected the following characteristic that become the Progressive Insurance Company in one of the most successfully insure company today:





�


Progressive Insurance Plan





Representative assistance 24 hours a day. Seven days a week.


Equal oportunity for nonstandard customer .


Information transparency between  customer and company.


Easy way to get an Insure plan.





Also we detected how the use the Information Systems to build a main and iterative software to manage all the information in their database:


�


   Information System Required:


		


1.	Transaction Processing Systems.


2.	Information Reporting Systems .


3.	Decision Support Systems.


4.	Communications Support Systems.





The Information Reporting System is used to evaluate and estimate the damages suffer during an accident when one or more people are cover for Progressive Insurance Company. 





In the moment that an accident is reported the employment of the insure company ask for the name of the person or persons involved in the accident and at the same time they download all the information related to this persons, like kind of car, year, etc. When the employment is on site, make the damage estimation and generate a first report and send it, by modem to the main frame to update the data.  About the auto parts to be replace, accessing a update catalog the employment can estimated the amount of the damage and  pay it on site to the persons involved and in this way minimize the human trauma and attack the incident like an emergency.








Summarize the employment realize the follow activities related about Information Report:





·	Retrieving data stored in databases to produce predefined information: 


Connecting with the main frame, download the information about the person cover by the company.





·	A routine report with the incident: persons involve, etc.





·	Structured Problems:


Inventory damages: auto parts that need to be replaced, etc.


Amount of damages: using a catalog updated.








Working in this way the persons involved in the accident literately is taken by a second shock, with all the problem resolve and if in this case this persons was a affected but cover with another insure company, it’s sure that the next renovation, this person is going to think twice to choice the next insure company. 








THIS REPORT ORIGINALLY HAD SOME INTERESTING GRAPHICS.  GRAPHICS SHOULD BE USED SPARINGLY AND TO MAKE A POINT BECAUSE MANY RETRIEVAL SYSTEMS DON’T HANDLE THEM WELL AND THEY TAKE UP SUBSTANTIAL SPACE.





I WAS REALLY LOOKING FOR A DISCUSSION THAT FOCUSED ON HOW PROGRESSIVE WAS EMPLOYING A PRODUCT TO SUPPORT ITS STRATEGIC OBJECTIVE.  THIS IS MORE OF A DESCRIPTION OF THE PRODUCT.  





