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Why culture is important in insurance

Rapid pace of change and the impact on people

External forces on insurers

Regulatory
change
. Solvency II,
Demographic Pillars 1, 1,
change
. . l 11 )
[ Markets . - \
undervaluing . Additional
. insurance stress testing
[ Current ‘ 7
financial Pensions
reporting —~— 2 Reform
Pressure for
tighter controls /
governance

PwC

Increasing pressure on people and teams

« Maintaining the benefits post
implementation (and not reverting to
old ways of working)

« Introducing risk consciousness across
the entire organisation

Changing
Roles

« Bringing together Actuarial and
Accounting and their different ways of
working

« Attempting to train/coach individuals
during periods of limited capacity
(interims/y-end)

« Keeping the momentum and
motivation for the change going for
the full year as different projects
(e.g. Solvency I1) impact staff

* Moving away from a process driven
organisation to one with a greater
emphasis on our customers’ needs

New
Working
Practices

New Skills
Knowledge

Risk
Awareness

Customer
m Focus
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[
Current challenges

Examples from Finance, Actuarial and Risk

Finance

« Complexity and lack of standardisation
mean inconsistent working practices
« Silo-ed working environments as a

result of technical nature of work lead to
both duplication and gaps

« High workloads and frequent demands of
reporting make it difficult for Finance to
add value with significant insight

Risk
« Challenge to embed risk awareness across
first and second lines of defence
* Risk seen as compliance and managed
reactively rather than proactively

« Lack of appreciation of value creation of
Risk - seen as ‘police force’ to prevent action

rather than drive performance
« Can be alienated from the business and
lack a customer-centric and
PWC commercially aware perspective

Actuarial

» Changing role of Actuarial requires new
business skills in particular more
understanding of materiality and taking on
amore strategic view of the business

* Highly technical focus comes at the
expense of leadership capability

* Long working hours with a Hero culture
leading to burn-out and unsustainable
working style

|
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Taking culture from a ‘soft’ concept to a ‘hard’ driver

of performance

Some opinions ...

Culture is the way in which you behave
instinctively (Marcus Agius Barclays
Chairman)

Culture is “Doing the right thing... even when

no-one is looking”

al culture is a set of shared
assumptions that guide actio

“Culture is created from the messages
people receive about how they are expected

to behave”

‘I would argue that some of the causes of
the crisis were deeply rooted in
behavioural or cultural issues.’ -
Hector Sants

valued in the organisation.

processes, behaviours, systems).

We define culture as ...

... the experience of how things are done and what is valued and not

It comprises intangible aspects of this experience (such as symbols,
norms, values) that are underpinned by tangible aspects (such as

Cadevare Algrurens of all elzments ot mteraer and remforee each other

Keinfareer:

Purpose
Vision

Valucs

L Ureaticn, refietion and reimforoezuent of calvare

processes, systems.

* Enablers includes training, capability, performance management, recognition and reward, policies,
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| Changing culture by changing behaviour

Key principles

1) Behaviour is the lead
indicator of performance

2) Behaviour is measurable

3) Certain behaviours have a
disproportionate impact

4) Behaviours are strongest when
they're aligned

5) Behaviour is not always
rational

6) Changing behaviour is hard

7) Positive behaviours build
momentum

The behaviour
that
management
are seeking and
expecting
through their
actions and the
systems and
controls they put

The actual behaviour
demonstrated by employees
in place on a day to day basis

Visible
statements
makes publicly or
internally about
the behaviour it
wishes to see and
expect to have in
place
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[
Delivering behavioural change

A proven approach

It is people - how they work

Clarifying the

and the decisions they take vision &

in key moments —which
ultimately create the value in an

organisation. Aligning

performance

management
& reward

This requires a strong focus on
providing a clear direction
from the top — including the
values and behaviours that

strategic
direction

Defining
values and
behaviours

i Measure,
support the driving goal. Fe ot
« People’s habits and routines improve

are what make an organisation,
so the only way to make it »
sustainable is to create the habits Enabling

people
we need development

In order to drive and sustain
organisational performance we
must set-up, align and
support our people in the right
way.

Setting the
tone from
the top

Translating
values into
behaviours
and habits
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Focusing on Moments that Matter

Translating values
into behaviours Agree &

and habits

Implement ‘e oplers & reinforcing mechanisms
Enablers A\ grganisational and people elements
necessary to hardwire the desired behaviours
1 (working practices). — with a aim to create
Assess & B sustained routines and habits
Design
Working
Practices Working Practices
The ‘How’ we do things — in addition to the
| ‘What'’ (the process). This is about the desired
behaviours as they relate to the Moment that
Identify

B Matters.
Moments

that Matter Moments that Matter
Those critical moments where people apply
judgmentand take decisions.
| It is where demonstrating the right
D behaviours makes a material difference .

Driving

Key Outputs

Enablers

Set of actions, to-do’s, both,
short-term (quick-wins) as
well as longer-term
interventions. Typically
separated in Systems, Process
and People Improvements

Working Practices
Articulated ways of working -
outlining suggested behaviours,
desired outcomes and relevant
considerations for people.

Moments that Matter

List of defined key moments
based on proxies such as RCSA,
Process maps or organisational
interfaces. They are typically
relevant to the nature of the
team, such as ‘Sign-off’ or ‘SH

\_ interfaces’

Goal

PwC
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| Designing new ways of working

Key Moment Desired behaviours

challenge

Understanding of the broader context and purpose of reconciliation )
Commit to the outcome rather than the mechanical process

Analysis of Clear communication in the most direct manner (In person or via telephone)
Movement Open working relationship with honest dialogue of expectations and restrictions
The courage to challenge when necessary and ability to constructively receive

/

Review Provide constructive challenge

strategic plan Communicate clearly, providing reasoning and action points in the language of

the business

Demonstrate commercial awareness by being solutions driven )
Work in partnership with the business to get to the best outcomes

Be understanding of constraints/restrictions

Collaborative approach consulting all parties who have sign off responsibility
Sender should take personal responsibility for the quality of the information

and ensuring they have done all they can to make it fit for purpose before handover

Receiver to have reviewed the information, provided open and constructive
feedback in case of errors or problems
Raise any issues as early as possible (e.g. Possibility of not hitting deadline)
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Enabling and incentivising new ways of working

People Initiatives

Leadership Development

Technical Training

New ways of

working

Job family architecture

Competency Framework

Communication Skills
Career Development

Emotional Intelligence

PwC

New Hire Onboarding

Key examples

Rotation programme Facilitate
improved communication across
teams.

Technical training curriculum
Provide enhanced tools and support
for new ways of working

Leadership development
programme Targeted training
course to enhance leadership
capabilities

Performance management
Stronger focus on behaviours

through embedding values and
behaviours in objective setting.

Communication Skills

Training for soft skills such as more
effective communication
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Getting it right

Benefits to the organisation and the employee

‘ Performance outcome ‘ ‘

benefits Individual benefits

J N

Clarity and motivation re
career opportunities

Enhanced control
environment Delivering
sustained

benefits Increased coaching an_d
support from leadership

Improved discipline across
business
Equipped with technical and
soft skills to do job effectively
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| Getting Started — defining the purpose

What is the role of Actuarial?

Business Skills

Commentator Business partner VETIAE QIR
and cultures will be

driven by where you see
the role of Actuarial.

Reactive

Proactive

gent Caretaker There is no such thing
as ‘good’ or ‘bad’

behaviours — only those
that are ‘aligned’ and ‘fit
for purpose’.

PwC Technical
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Getting Started - defining ways of working

What behaviours are required?

Business Strategy
Risk Strategy

Forward looking

Appetite
Financial Plan

Stress & Scenario testing

Assess Risk Profi

Capital / Solvency MI
Financial M|

Controls actions

Key behaviours

Be open about limitations: Ensure
business understands limitations of
projections

Communicate effectively including
the implications of strategy

- Be precise quality of delivery is
essential

Take personal accountability for

provision of information

Courage to challenge the business if

- necessary
- Collaborate with the business and be

- solutions driven

tions Balance sheet actions
Strategic actions

Explaining results

Risk Strategies
iapital Optimisation

Involvement

- No involvement

Accountability

PwC Key involvement

ﬁ Maintain commercial awareness
Retain bigger picture thinking and
- effects of actions

Challenge results if they do not
make sense

Communicate openly with the
business, in a language they

- understand

Delive sight as well as numbers

[]

What good looks like

This is different for every organisation and department, but belo in indication of
what an organisation or function with  highly engaged team may look like:

Clarifying the vision & strategic direction
ind how they and their team contribuite to business success
istomer
ams across the

esponsibilities
and behaviours that will drive the desired culture are agreed and
d

hich recognise cultural/geographical differenc

Setting the tone from the top
Clarity on key influencers who are engaged to support business objectives
strong leadership, social contracts, and people management at all levels
role-model correct behaviours and live the organisation's values
gularly engage with their teams to explain how they contribute to
and provide opportunities to contribute new ideas

anslating values and behaviours into ways of working
d understanding of the key "Moments that Matter’ in delivering a good
mer experience
bust systems and processes in place to drive and support the desired
behaviours
Values are embedded into ways of working

Enabling people development
The opportunities for multidimensional career development and growth are
parent and ac
ncy framework
ations

and offers varied career path

Arange of relevant training opportunities are readily available and encouraged
« New joiners experience a robust induction and feel supported

Supporting performance management & reward
«+ Leaders and managers recognise employees for their hard work and contribution
+ Reward & recognition ities drive th
ffare clear about how their performance is measured and feel supported in
\ging their car
« Abalance of financial and non-financial incentives are used

red behaviours

People and engagement maturity

assessment

Carrying out the assessment
Under each of the 6 framework components, plot on
ascore rising from 110 4, where you believe your

maturity level is, 1 being low maturity, and 4 being Clarifying the

high vision &
strategic
direction
3
Aligning Defining
performance values and
management behaviours
and reward 2
1

Setting the
tone from the

Enabling
people
development

Translating
values into
Points of Reflection el =
+ What do you do well?
+ What are some areas of improvement?
« Isthe maturity level consistent across all levels
and the whole function

e g ey
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Thank you!

Brian Purves

Partner
t: +44 (0) 207 212 3902
e: brian.purves@uk.pwc.com

PwC

Jorg Thews

Director
t: +44 (0) 7590 353 761
e: Joerg.thews@uk.pwc.com
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