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ANTITRUST Notice
Th C lt A t i l S i t i itt d t dh i t i tlThe Casualty Actuarial Society is committed to adhering strictly 
to the letter and spirit of the antitrust laws.  Seminars conducted 
under the auspices of the CAS are designed solely to provide a 
forum for the expression of various points of view on topics 
described in the programs or agendas for such meetings.described in the programs or agendas for such meetings.  

Under no circumstances shall CAS seminars be used as a 
means for competing companies or firms to reach any 
understanding – expressed or implied – that restricts competition 
or in any way impairs the ability of members to exercise 
independent business judgment regarding matters affecting 
competition.  

It i th ibilit f ll i ti i t t b fIt is the responsibility of all seminar participants to be aware of 
antitrust regulations, to prevent any written or verbal discussions 
that appear to violate these laws, and to adhere in every respect 
to the CAS antitrust compliance policy.



Critical success factors of predictive analytics initiatives
Back to basics…

 Must take action – “a model without implementation is 
useless”

 Must have end user buy-in (internal and distribution) Must have end user buy-in (internal and distribution)

 M t b bl t i t th l ti lt Must be able to communicate the analytics result 
throughout the organization

 Requires collaboration throughout the model development process
C ll b ti b i j t t ti ti l i Collaborative business project vs. pure statistical exercise
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The communications challenge…

• Audience composite - broad consumer group
Potentiall m ltiple perspecti es and personal agendas– Potentially multiple perspectives and personal agendas

• Often times much or some of the audience is less technical
– This presents a knowledge gap, large or small, worth addressingp g g p g g

• Users do not necessarily care to have it explained to them 
– What‘s in it for them?

• No pressure, but the next time you can get a free hour from 
key audience members is 3 months from now!key audience members is 3 months from now! 
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Foundation pillars of predictive analytics initiatives
Successful initiatives are broader than analytics and span the project lifecycle

 Business objective setting
 Success measurement definition
 Roadmap preparation
 Business case development
 Organizational alignment

Organizational
Readiness

20%

1

 Data extraction
 Data cleansing 

20%

Measurement Data

25
 Monitoring
 Reporting

and validation
 Data enrichment

Measurement
10%

Data
35% Planning for 

future steps

A singular focus on analytics to the

 Hypothesis development
P li i l i

34 People, process, and 

A singular focus on analytics to the 
detriment of the other four pillars 

often leads to failure!

 Preliminary analysis
 Design
 Build and test
 Validation and 

implementation

Analytics
20%

Deployment
15%

p , p ,
technology implications

 Small pilots with organized 
countrywide/enterprise-
wide roll-outs
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Process considerations…

• Organizational readiness
– Establish clear business objectives (the problem, benefit levers, key players, etc.)

Understand flexibility and limitations (systems regulations strategic etc )– Understand flexibility and limitations (systems, regulations, strategic, etc.)

– Define path and secure stakeholder buy-in (plan, business case, executive 
sponsorship, stakeholder engagement, etc.)

• Data• Data
– Perform reconciliation and receive sign-off
– Obtain intimate knowledge of challenges - no surprises 

Approach & activities• Approach & activities
– Be clear on what work was done and rationale for approach (keeping in mind 

audience)
– Less is generally more - do not speak to every rock you looked under (have details inLess is generally more do not speak to every rock you looked under (have details in 

your back pocket)
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Setting up the punch line…

• Presentation of results
– Ensure it is clear, concise and relevant
– Offer caveats at the outset 
– Provide overview and hit key guiding principles

• Actuarial credibility
• Model validation• Model validation

– Evaluate achievements versus objectives
• Focus on action and results

– Pay particular attention to key 
– Measure financial impact – top/bottom line
– Indicate impact on key dimensions (e.g., distributors)
– Present in terms of ‘what would have happened’ -> retro analysis

– Seek questions along the way – provides lens into what your audience is thinking
– Manage to conclusion
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Make it relative – the lift curve Illustrative –
ABC Company

Worst six segments

High –
158%

Low –
56%

Avg –
83%

Worst six segments -
• 12% of premium
• 129% weighted avg CR
• Lost over $71 M over 
2004-2008
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Link to financial impact – top & bottom line Illustrative –
ABC Company

Total - $ optimization

Scenario 1 - $ optimization

Direct ABC model 
retain

ABC model 2 
retain

ABC model
change

EEA run 
change

Premium $432.9 M $407.1 M $378.0 M ($25.8 M) ($54.9 M)

UW gain  $85.8 M $82.7 M $96.6 M ($3.1 M) $10.8 M

Return on 
premium

19.8% 20.3% 25.6% 0.5% 5.8%
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How are my distributors impacted? Illustrative –
ABC Company

Agency sort - decline ratio

Confidential
Agency scatter plot – decline ratio by CR

.

.

.
Agency 
decline 

ratio

Agency expected combined ratio
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Put it in perspective, what would have happened? Illustrative –
ABC Company

Historical decline ratio - proposed UW rules

Historical new business quality index

Quality index: weighted averageQuality index: weighted average 
expected  combined ratio (marg)  
based on distribution of monthly 

segmentation
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Drawing to close…

• Always have a proposed path forward
List of o tstanding acti ities– List of outstanding activities

– Levers available to enhance your model results (and a 
perspective on whether it is worth it or not)

– Ties to implementation

• Keep in mind your path forward may change based on 
meeting feedback (be flexible)meeting feedback (be flexible)

• Proactively obtain feedback – it will only help you in the 
future
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