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INTRODUCTION 

Despite the many natural catastrophes of recent years, many insurance

companies have managed to show record profits. Property and casu-

alty insurers in the US, for instance, saw a record $44.8 billion profit

in 2005, passing much of their hurricane-related exposure to re-insur-

ers and state and local governments. 

Yet all is not well in the insurance industry. Many insurers feel that

they should exit risky business lines or geographies to ensure continued

profitability. Risk management experts predict that the spate of

natural disasters may continue for the foreseeable future. If such is the

case, large insurance companies may not escape financial ruin so

easily. To maintain profitability in the face of escalating risks, insur-

ance companies must be nimble enough to change course in an

instant—shifting emphasis from one product to another, one region to

another, one business line to another. 

The problem is that most insurers are unable to change course very

quickly.

The breakdown occurs in two primary areas. First, insurers have strug-

gled to get the right data to make decisions in a timely manner. Too

often, insurance executives do not trust the data they are given; data is

not presented in a user-friendly way; or data is not structured to

answer key business questions. Second, insurers are rarely able to

accurately forecast multiple business scenarios to determine the most

profitable course of action. 

Strategic planning and forecasting is typically an annual event, often

based on prior year results (plus some percentage growth) rather than

on business drivers, and is typically done in isolation by product line

or business segment—without considering overall impact.
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Despite the inefficient processes found at many insurers, driving product and overall profitability through a

coordinated, efficient process is not impossible. The first step is to consolidate data, storing all relevant trans-

actional, product, claim, and expense information in an accessible place. Next is to apply the appropriate

reporting and analysis tools to the task of understanding as much as possible about business segments,

product lines, individual products, and brands. Once these categories are understood more completely, insur-

ers can confidently assess the financial impact of “business as usual” as opposed to implementing one or

more initiatives for specific product lines, products, or business segments to improve profitability. Finally,

insurers can monitor the success of plans and initiatives and feed what has been learned back into the process,

creating a closed-loop cycle for continual performance improvement. 

RECEIVE/CREATE
INITIAL BUSINESS

SEGMENT OR PRODUCT
FORECAST

MONITOR SUCCESS AND
UPDATE DATA (INCLUDING

PLAN/ FORECAST)Monitoring done via
multiple, disconnected

reports; Initiative success
not tracked Initiative planning done

with spreadsheets, not
tied to overall planning

and forecasting

Data in silos

Analysis not
linked to

planning and
forecasting

Disconnected
analyses using

spreadsheets or CRM

PLAN STRATEGIES AND
INITIATIVES TO INCREASE

PROFITABILITY

CONSOLIDATE BUSINESS
SEGMENT AND PRODUCT DATA

ANALYSE BUSINESS SEGMENT
AND PRODUCT PROFITABILITY

Product Profitability Management at Most Insurers
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THE COGNOS SOLUTION:THE INSURANCE PRODUCT PROFITABILITY PERFORMANCE BLUEPRINT

“The Cognos Insurance Product Profitability Performance Blueprint offers a strong performance manage-

ment platform that enables insurers to optimize their product mix and continuously drive profitability

through both historical reporting and analysis and long-term initiative planning and forecasting.”
John Herrmann

Manager of Group Budgeting and Forecasting 

Suncorp 

The Cognos Insurance Product Profitability Performance Blueprint lets insurers create business segment

profit-and-loss statements and balance sheets by product line, product, and brand. The Blueprint allows busi-

ness analysts, product managers, and finance executives to report on and analyze profitability, to create

P&Ls and balance sheets, and to plan initiatives to improve business segment results. 

RECEIVE / CREATE INITIAL
BUSINESS SEGMENT OR

PRODUCT FORECAST
CONSOLIDATE BUSINESS

SEGMENT AND PRODUCT DATA
ANALYZE BUSINESS SEGMENT
AND PRODUCT PROFITABILITY

MONITOR SUCCESS AND
UPDATE DATA (INCLUDING

PLAN / FORECAST)

PLAN STRATEGIES AND
INITIATIVES TO INCREASE

PROFITABILITY

• Begin with Business-as-Usual (BAU)
   forecast.
• Evaluate “difference initiatives” that
   will impact the BAU forecast.
• Evaluate completely new initiatives
   outside of BAU.
• Choose desired initiatives or difference
   initiatives based upon impact on business
   segment or product profitability, and
   incorporate directly into current forecast.

Driving Product Profitability (Insurance)
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The Insurance Product Profitability Performance Blueprint is described in more detail below. The solution

contains two primary components: 

• Reporting, analysis, dashboards, and scorecards using Cognos 8 Business Intelligence

• Planning and forecasting using Cognos 8 Planning

These components allow users across the insurance enterprise to perform more effectively.

• Finance executives can plan across business segments, products, and brands in an efficient, consistent

manner—with contributor plans from all products or brands rolling up into a single, consolidated

plan—and no more Excel version control issues!

• Business segment executives, product managers and analysts can evaluate changing market conditions

and consider multiple scenarios on a rolling, immediate basis—taking into account the overall impact

to business segment, product or brand profitability and enabling the enterprise to act in a coordinated

fashion. 

Using the Cognos 8 Planning and Cognos 8 Business Intelligence solutions, the Blueprint enables insurers to

receive business segment, product line, and brand information, analyze that information to determine targets,

plan initiatives to increase profits in the chosen target, and manage and update a P&L and balance sheet at

the desired level in the product hierarchy. The descriptions below follow that workflow—report and analyze

business segments, product lines and brands; plan initiatives; and manage the P&L and balance sheet.



BUSINESS SEGMENT, PRODUCT LINE, PRODUCT AND BRAND REPORTING, ANALYSIS, DASHBOARDS,
AND SCORECARDS

The Insurance Product Profitability Performance Blueprint provides a hierarchy of dashboards and report-

ing designed to guide the user through increasingly deeper levels of business segment, product line, or brand

profitability. The first level in the hierarchy provides a view across a business segment (such as commercial

or personal insurance), product line, or brand, helping the user understand performance across measures

such as revenue and profitability at a glance. 
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From the dashboard, there are several logical areas where the user may choose to drill down for more infor-

mation. The first of these is revenue growth. From the Revenue Growth chart, the user may drill down into

a series of reports that provides more information on gross written premiums, retention rate, and renewals.

The charts shown below compare these measures—including growth rates in some cases—across prior year

results, the budget, and the current forecast.

Revenue Growth Drill-Down Reports 

In addition to revenue growth, the user may also want to investigate other critical aspects of profitability—

claims and expenses. The Total Claims and Total Expense Report provides an initial view into these items. 



Total Claims and Total Expense Drill-Down Reports 

From here, the Claims Drill-Down Report provides another series of key performance graphs such as Total

Losses, Working Losses, Event Losses, and Large Loss Ratios.
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Claims Drill-Down Reports 

Finally, the user may wish to go directly to the Consolidated Profit and Loss Report for the business segment,

product line, or brand. The portal provides a quick link to access that report, which provides the full P&L,

including Gross Written Premium, Net Earned Premium, Operating Expenses, Net Underwriting Result,

Insurance Trading Result, Profit Before Tax and Funding, and Operating Profit Before Tax. In addition, a

key set of performance measures is displayed, including growth rates, expense ratios, and policies in force.

All of the income statement items and performance measures referenced are displayed for historical actuals,

budget, previous forecast, and current forecast. 
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Consolidated P&L Report 

Of course, the overall objective of this Blueprint is to enable insurers to affect the profit- and-loss statement

in a positive way. To do so, insurers must have a solid understanding of the “business-as-usual” forecast, then

evaluate potential initiatives and difference initiatives to discover the impact on the P&L. Note that a “dif-

ference initiative” is one in which the user modifies the current business-as-usual forecast and then the model

calculates what would need to take place to accomplish that objective. An “initiative” begins with a clean

slate—not the business-as-usual forecast—and the user defines the desired result.



REVENUE PLANNING 

Using Cognos 8 Planning, a revenue forecast is created that includes both new and renewal premiums, and

considers items such as exposure, cancellations, and lapses. The revenue forecast may occur at any level,

including business segment, product line, or brand. Earned premium calculations and phasing are also con-

sidered in the model.

To facilitate data entry, the Revenue tab may be reoriented as needed. For example, the tab may be reori-

ented to work on the Gross Written Premium for all product groups in the business segment. Fields in GRAY

are non-editable and consist of historical data (which is locked), data linked over from other tabs, or items

calculated from information entered in the white (editable) areas. As changes are made, they are highlighted

in BLUE along with any cells affected by the change. Changes will affect revenue numbers and flow through

the model to subsequent tabs, including the Profit and Loss statement and Balance Sheet.

Revenue
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Earned Premium Calculation 
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EXPENSE PLANNING

The Expenses tab provides the cost portion of the Profit and Loss statement. As shown in the screen capture

below, the Expenses tab captures such items as commissions, distribution allowance, and other management

expenses. The end result is total operating expenses. In addition, the tab provides a number of key ratios,

including total acquisition costs, net commission, and total expense ratios. 

Expenses 

CLAIMS PLANNING

Tabs in the model for Current Year Claims, Prior Year Claims, and Incurred Claims provide vital claims

information for the profit-and-loss statement. These tabs incorporate concepts such as gross and net claims,

recoveries, claims handling expense, movements in reserves, and discount unwind. In addition, significant

ratios are again provided, such as gross and net loss ratios.
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Current Year Claims

Prior Year Claims

Incurred Claims



INITIATIVE PLANNING

The revenue, expense, and claims planning that has occurred thus far ultimately leads to a Business-as-Usual

(BAU) forecast. In this scenario, the assumption is that nothing changes. The BAU tab (shown below) reflects

the profit and loss statement for the business segment, product line, or brand if this scenario is chosen. 

Business as Usual

The power of the Insurance Product Profitability Performance Blueprint lies in its ability to allow initiative

and difference initiative planning. 
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Initiative Planning allows for up to five initiatives to be planned by product lines or brands. All elements that

are present in the Business-as-Usual tab are incorporated here as well, providing the user with a fast, accu-

rate forecast of the financial impact of proceeding with one or more initiatives. As noted above, an initiative

begins with a clean slate—not the business-as-usual forecast—and the end user defines the desired result. This

is distinct from a difference initiative, defined below. 

Initiatives

The Difference Initiatives tab highlights initiatives in which users modify the current business-as-usual fore-

cast and then calculate what would need to take place to accomplish that objective.
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Difference Initiatives 

The Profit-and-Loss Statement is the recipient of the revenue, expenses, and claims planning that has been

described to this point, across all scenarios—Business as Usual, Initiatives, and Difference Initiatives. This

tab allows the user to compare the financial consequences of the multiple scenarios quickly and easily, result-

ing in a decision on the best course of action.

Like the BAU, Initiative, and Difference Initiative tabs, the Profit-and-Loss tab combines the revenue infor-

mation with the expenses and claims to forecast the operating profit for the business segment, product line,

product or brand. The profit-and-loss statement also includes a number of Key Performance Indicators

(KPIs), allowing the business segment or product manager to track important pieces of information. 

Note that there are both a profit-and-loss statement and a consolidated profit-and-loss statement. The Profit-

and-Loss tab deals with the current forecast only, whereas the Consolidated Profit-and-Loss tab shows the

current forecast alongside two years of history and forecast, the budget, and the previous forecast. 
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Profit and Loss 



Consolidated Profit and Loss

In addition to the Profit and Loss Statement, the Blueprint also provides a Balance Sheet that can be viewed

by any of the three states – Business As Usual, Initiatives, and Difference Initiatives. The Balance Sheet tab

provides a forecast of key items such as reserves, provisions and margins, allowing the user to assess which

course of action is best.

Balance Sheet
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ABOUT THE COGNOS INNOVATION CENTER 
FOR PERFORMANCE MANAGEMENT 

The Cognos Innovation Center was established in North America

and Europe to advance the understanding of proven planning and

performance management techniques, technologies, and practices.

The Innovation Center is dedicated to transforming routine perform-

ance management practices into “next practices” that help cut costs,

streamline processes, boost productivity, enable rapid response to

opportunity, and increase management visibility. 

Staffed globally by experts in planning, technology, and performance

and strategy management, the Innovation Center partners with more

than 600 Cognos customers, academics, industry leaders, and others

seeking to accelerate adoption, reduce risk, and maximize the impact

of technology-enabled performance management practices. 


