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The aim of the study is to comprehensively improve the study’s case company’s
housing repair claims management process. The study aims to present generally
applicable improvement suggestions rather than to create new theoretical models.
Because supplyings discussed in the study are services and not goods, are buyer-
supplier relationships and performance measuring focal. The study was conducted
by interviewing the case company’s five current suppliers. The themes in the
interviews were customer satisfaction and cooperation. Besides the interviews,
material for the study was collected from the case company’s insurance and supply
managers. From the materials was first surveyed all problem areas, whereupon
based on theory, interviews, meetings with the case company’s insurance and supply
managers and the writer's own vision improvement suggestions were formed for the
different problem areas. The case company’s problem areas were the total process
time, communication, lack of data and the poor quality of the existing data, the too
large amount of suppliers, guidance of projects, billing and the current out-dated
claims management system. To comprehensively improve the total process most
relevant improvement suggestions are; develop buyer-supplier relationships through
better communication; measure suppliers’ performance and based on the results
guide new projects to the best performing ones; assess are systems meetings
today’s requirements and if not develop or update them, and finally, collect feedback
from customers and suppliers to ensure continuous improvement. These suggestions
are generally applicable to other companies too. By acting based on these
suggestions mutually benefitting developments can be achieved; customers get
faster and better quality service, the best suppliers get more work and the buying
company gains through cost savings.



TIVISTELMA

Tekija: Krista Koivisto

Otsikko: Improving housing repair claims process through developing
supply chain management, case insurance company

Tiedekunta: Kauppakorkeakoulu

Maisteriohjelma: Hankintojen johtaminen

Vuosi: 2017

Pro Gradu —tutkielma: Lappeenrannan teknillinen yliopisto, 85 sivua, 7 kuvaa, 4
taulukkoa, 3 liitetta

Tarkastajat: Professori Jukka Hallikas
Tutkijaopettaja Mikko Pynnonen

Hakusanat: Prosessin kehittaminen, ostaja-toimittaja suhde,
suoriutumisen mittaaminen

Tyon tavoitteena on kehittaa tutkimuksen kohteena olevan vakuutusyhtion asuntojen
vauriokorjausten korvausprosessia kokonaisvaltaisesti. Tutkimuksen tarkoituksena ei
ole niinkdan kehittad uusia teoreettisia malleja, vaan ennemminkin esittaa
yleistettavia kaytannossa sovellettavia parannusehdotuksia. Koska kyse on
palveluiden ostamisesta, korostuu tutkimuksessa erityisesti ostaja-toimittajasuhteiden
parantaminen ja suoriutumisen mittaaminen. Tyo toteutettiin haastattelemalla viitta
yrityksen nykyista toimittajaa. Haastatteluiden teemoina olivat asiakastyytyvaisyys ja
kommunikaatio. Haastatteluiden lisdksi materiaalia kerattin kohdeyrityksessa
tyoskentelevilta hankinta- ja vakuutusesimiehilta. Materiaaleista kartoitettiin ensin
ongelma-alueet, minka jalkeen teorian, haastatteluiden, tapaamisten kohdeyrityksen
esimiesten kanssa ja Kkirjoittajan oman nakemyksen perusteella muodostettiin
kehitysehdotukset eri ongelma-alueille. Kohdeyrityksen ongelma-alueet olivat
projektien kokonaisaika, kommunikaatio, vahainen ja huonolaatuinen data,
toimittajien liilan suuri maara, projektien ohjaaminen, laskuttaminen ja nykyinen
aikansa elanyt korvaustenhallintajarjestelma. Olennaisimmat ja muihinkin yrityksiin
yleistettavat parannusehdotukset ovat; kehita ostaja-toimittajasuhdetta paremman
kommunikaation kautta; mittaa toimittajien suoriutumista ja tulosten perusteella ohjaa
toita parhaiten suoriutuville; arvioi vastaavatko yrityksessa kaytettavat jarjestelmat
nykypaivan vaatimuksia ja mikali eivat vastaa kehita tai paivita niita, seka viimeisena,
keraa palautetta asiakkailta ja toimittajilta jatkuvan kehittamisen varmistamiseksi.
Nain toimimalla voidaan saavuttaa kaikkia osapuolia hyodyttavaa kehityst3;
asiakkaat saavat nopeampaa ja laadukkaampaa palvelua, parhaat toimittajat saavat
enemman toitd ja ostava yritys saa kustannussaastoja.
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1. INTRODUCTION
1.1 Background of the study

“Every great business is built on friendship.”
James Cash Penney (1875-1971)

Penney was ahead of his time when he had realized such an important issue already
long ago. Relationships with customers and suppliers are vitally important in today’s
rival markets. Buyer-supplier relationships have risen to a new remarkable position in
the business world. The most important suppliers are regarded more as partners
nowadays instead of players who should be teared everything from to gain cheap
prices. Good relationships with suppliers produce enhanced customer-value, which is

the number one for the study’s case company.

The aim of this thesis is to find ways how to improve the case company's housing
repair claims process and hence gain better customer satisfaction. Objectives are to
make suggestions how the total process could be made shorter, more cost effective
and gain better quality. These areas are approached with buyer-supplier relationship
development, supply chain development, and supplier performance measuring views.
The subject is interesting because it is very concrete; the project itself will be
executed in practice in spring 2017. It is also topical and important for companies;
better customer satisfaction, cost-savings and efficiency improvements are urgent for

all companies to stay competitive.

1.2 Literature review

Developing purchasing practices in a company gives a great potential to increase
business performance (Ellram, 1995), and strategic management of procurement is
an often-discussed topic during the last 40 years (Virolainen, 1998). Procurement
has been practiced for centuries or even longer, but until early 1970s purchasing had

mostly a passive role in organizations (Ammer, 1974) and purchasing was seen



merely as an administrative task (Virolainen, 1998). Farmer (1972) and Kisser (1976)
stressed in their studies in 1970s that purchasing should be included in corporations’
strategic planning. Slowly, in the 1980s, companies started to do so, when
companies were convinced that purchasing can be a source of competitive
advantage for business. Purchasing strategies help among others to monitor supply
market and to develop supply options, and it may lead to cost reductions and
increase the delivered value (Browning, Zabriskie & Huellmantel, 1983; Womack,
Jones & Roos, 1990). In the end of 1980s continuous improvement, which included
cost reductions and improvements in amongst others quality and customer
responsiveness, arouse its head (Morgan, 1989). In 1990s the procurement research
shifted towards integration (Ellram & Carr, 1994).

The traditional perspective in competitive strategy literature sees buyer-supplier
relationship as both parties competing with each other. On the contrary the new
approaches (for example just-in-time, partnership sourcing and lean purchasing) see
the relationships as quite the opposite. It has been stated by many authors that
traditional procurement approaches are not likely to yield the wanted results.
Traditional purchasing is more usable on relatively simple, large and powerful buying
processes where the product comes from a supplier that is chosen from a large
number of similar candidates (Womack et al., 1990). If a company wants to be a
world-class competitor in today’s service market they have to build on the
commitment and expertise of their supplier. (Virolainen, 1998) This is why in the
study is concentrated on latter mentioned partnership strategies, mainly on lean.

Lean is a widely used management method. Originally it was created to improve
manufacturing processes but later was recognized that lean principles are usable in
service businesses too. To succeed, partnership strategies require according to lean-
thinking mutual relationships and these relationships are formed through
communication mechanisms, goals, business culture and organizational structure.
(Lamming, 1993) Lean was chosen for the study from different partnership strategies
because it stresses besides buyer-supplier relationships also decreasing the total
process time through waste removal and continuous improvement, which are focal in
case company's situation. With lean companies do not have to make a trade-off
between cutting costs and increasing quality, they can achieve them both: improved



quality and efficiency - and thus achieve a better customer satisfaction (Fillingham,
2007; Machado & Leitner, 2010). Lean was also chosen because lean methodologies

are already partly used in the case company.

Main goals in procurement are to provide cost savings while at the same time ensure
performance and quality in the purchased goods and services (Harris, 2007).
Through more effective purchasing, opportunities for increased profits are large
(Bales & Fearon, 1995). The challenge in the study is that purchases are services
and in buying services the same rules do not apply as in buying goods (for example
Wittreich, 1966; Jackson, Neidell & Lunsford, 1995; Stock & Zinszer, 1987).
Supplying services is more complicated than supplying only physical products
(Smeltzer, 2002). According to Axelsson and Wynstra (2002) this is because of the
four characteristics of services (which are in the old literature often seen as negative
aspects): intangibility, heterogeneity, inseparability and perishability. Nevertheless,
according to Lusch and Vargo (2004 a, b) these four characteristics do not apply and
therefore cannot be the reason why purchasing services would differ from purchasing
goods. Van der Valk and Rozemeijer (2009) came to the conclusion that the
difficulties related to purchasing services do not relate to the four characteristics of
the services, but to the interactive nature of services. Heikkila, Vuori and Laine
(2013) adds that challenges occur because of the process-based nature of services,
where services are exchanged over time and activity flows are combined between
the supplier and the buyer. This is why interaction between the buyer and the
supplier is in a central role in the study.

To reach goals, measures are needed. More advanced measures, systems that are
aligned to strategy and optimal performance measurement environment lead to
improved performance in measured areas. (Kim & Ellegaard, 2011) Earlier used
performance measurement practices need to be changed and widened or supply
chain and dyadic relationships cannot be optimized (Lamming, Cousins & Notman,
1996; Van Hoek, 1998). This is why performance measurement is also stressed in

the study.
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1.3 Research gap

Procurement literature has for a great part focused on studying manufacturing
businesses, though during the last decades services procurement has aroused its
head too. A big thank for this goes to Lusch and Vargo (2004 a, b) who wrote two
award-winning articles, where they brought up the importance to notice the role of
services in business through service-dominant logic. Even though purchasing
services are nowadays written in the academic literature, the literature often handles
purchasing professional and complex services such as ICT- or marketing services
(for example Heikkila et al. 2013; Martin-Diaz, Ruiz-Cortez, Benavides, Duran & Toro,
2003 and van der Valk & Rozemeijer, 2009) and purchasing more concrete and daily

operative - such as repair - services are less discussed.

Purchasing professional services faces three kinds of problems according to van der
Valk and Rozemeijer (2009); specifying the service, defining the specific content of a
service level agreement and evaluating performance. These same problems apply in
concrete and daily operative services too, but besides these problems there are at
least two problems more to consider. The first one is the location problem, that is to
say availability in all areas. The service happens physically at the customer’s place,
opposite than for example in ICT services which can be provided from far away. The
second problem is the availability especially during the peak seasons. In ICT services
lack of availability is not that critical problem when normally capacity is always
available. Availability affects on all four main aspects of the study: the quality, price-
level, efficiency and customer satisfaction of the provided service. This is why it is
crucial to find solutions how to ensure good level on those four main aspects in the
study. In the study the writer aims to find methods how to choose and evaluate
suppliers for purchasing concrete operative services, so that the good quality, price,

efficiency and customer satisfaction are ensured.

1.4 Objectives and research questions

This thesis is written as an assignment to an insurance company's supply team, later
“the case company”. The case company has now over 1500 suppliers who they have
paid invoices of damage claims cases during the last year. The amount of suppliers



11

is enormous and hence it is hard to control the actions and performance of single
suppliers. This has led to the situation where the overall claims process is not
controlled, data is not gathered and no clear target levels have been set to the
suppliers. As the control has been almost non-existing, only few actions to improve
the overall claims process has been done, which has led to the current very weak

situation.

The overall process time from the damage to the point when the last bill is paid takes
around four and half months. This has been considered by the case company's
supply managers to be too long. If the process was shorter, extra damages could
possibly be avoided or made smaller which would mean cost reductions. Further cost
reductions could be gained if the process was more streamlined and there would not
be a need to return to the same issues time after time. A shorter process would also

mean more satisfied customers.

A shorter claims process is one target, but the quality and the efficiency of the work
are as important targets too to ensure good customer satisfaction and decent cost
level for the case company. In the study the writer aims to propose suggestions to an
efficient high-quality total process by concentrating on increasing interaction between
the buyer and their suppliers. Creating mutually benefitting relationships with
suppliers and measuring supplier performance are studied to find solutions to the

case company's problems. Hence the research question and sub-questions will be:

How to improve the total repair claims process?

* How to make the total process time shorter and improve efficiency?
* How to form or develop mutually benefitting relationships with the suppliers?

*  Which measures should be used to evaluate the suppliers?

1.5 Conceptual framework

The conceptual framework of the study is presented in Figure 1. Lean, six sigma and
supply chain management are main theories used in the study. These theories
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address amongst other things good relationships with suppliers, continuous
improvement and measuring. The theories were the base in creating the model.
Through mutual development with suppliers a faster, more systematic and better total
process in claims management is achievable. Finally this leads to improved customer
satisfaction, which is the main objective with all the improvements in the study. The
process is a continuous improvement process, where feedback is collected regularly
and the process developed even further. To ensure that developments are realizing
continuous performance evaluation is needed also. The research aims to find
methods how to develop the process mutually, and a widened model of Figure 1 is
presented in conclusions of the study in Figure 7.

Mutual
development
with the best

suppliers

Continuous

improvement
process &

performance
evaluation

Feedback

Faster, more
systematic
and better

| total process

Improved
customer
satisfaction

Figure 1. The conceptual framework of the study: Continuous improvement process

1.6 Delimitations

The case company's insurance classes are divided in three categories; asset, health
and traffic insurances. The focus of the research is only in asset insurances’ damage
repair claims process and not in other insurance classes. It was chosen because it is
topical for the case company and it is a big part of the case company's insurance

business. Other insurance classes will not be handled because for example health
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insurance business was renewed at the case company totally a couple of years ago,
and in traffic insurances the case company has an earlier started development
project going on already. Other asset insurance classes are not that critical at the
moment that they would be developed now.

Supply chain management is discussed mainly from supplier development
perspective, and for example make or buy question is not discussed. The case
company has already decided to outsource their repair services, since it not their
core competence. The study concentrates on better supply chain management and

supplier performance measuring in the repair claims process.

Partnership strategies such as lean were chosen to use in the study because they
present the new approach in procurement. This means that traditional perspective
where the buyer and supplier competes with each other are not discussed. Lean is
used as the main theory. There were also other partnership theories available, such
as partnership sourcing or network sourcing, but as mentioned earlier lean was
chosen because it stresses besides buyer-supplier relationships also decreasing the
total process time through waste removal, continuous improvement, quality,
efficiency and customer satisfaction which are all focal for the case company. Lean
was also chosen because lean methodologies are already partly used in the case

company.

1.7 Definitions of the key concepts

Next are presented some key concepts used in the study. The different concepts are
presented to help the reader understand what the wide concepts mean in brief and to
tell what the concepts stand for in the study. The concepts are opened and discussed

wider in upcoming chapters of the study.

Lean: To create more value to customers with less resources. Removing non-value

adding activities and promote continuous improvement is focal.
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Six sigma: Aims for process improvements by eliminating defects, in other words

variability in the processes. Performance evaluation is focal.

Supply chain management: Enhancing coordination in the supply chain, in other
words between the buyer, supplier and the end-customer. Good buyer-supplier

relationships are focal.

Buyer-supplier relationship: Communication and interaction between the buyer
and the supplier. The level of communication and interaction should vary between
the buyer and its different suppliers based on how important the supplier is for the
buyer. In the study with the word “buyer” is always referred to the study’s case
company. With the word “supplier” are meant all repairing companies that are usable
for the case company. Besides these two terms is also spoken of “customers”.
Customers are in the study the persons who have bought an insurance from the case

company.

Total process: In the study with total process is meant everything that happens
between the phase when an accident has happened to a customer to the phase that
the last bill concerning the claims process is paid.

1.8 Structure

The thesis is divided in two main sections; the theoretical and the empirical part. The
theoretical part is divided in five chapters that present different theories and methods
to manage supply chains. The theory subjects are lean, six sigma, supply chain
management and performance evaluation, and besides these theories two case
examples are presented to show how supply chain management has been executed
in real life circumstances. After the theory chapters the methodology of the study is
presented. The study is a qualitative research, where five suppliers were interviewed.
After methodology is the empirical part. The empirical part starts with problem
identification to find out the most important development areas. This chapter is
followed with suppliers’ interviews that are presented trough roughly and thereupon
comes suggestions. Suggestions are divided in suggestions based on lean six sigma
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and value stream mapping, the new claims management system, sourcing decision
and performance. Finally is presented a summary of the findings, conclusions,

limitations and potential future research directions.
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2. THROUGH LEAN, SIX SIGMA AND SCM TO AN
IMPROVED PROCESS

The theory section starts with presenting what is lean, where does it come from and
how to use it. One lean tool, value stream mapping, is also presented. After lean the
focus shifts to six sigma. Lean and six sigma are often used together since they
complement each other well. Supply chain management is presented after these.
Supply chain management is closely attached to lean and six sigma and has many
similarities with those methods. All these theories emphasize amongst other things
performance, development, customer satisfaction and cost reductions. Because
performance is in such a big role in all three presented theories, and because
developments in performance measuring are focal for the study's case company, an
own chapter for it was added. At the end of the theory section two real-life case
examples are presented to find benchmarking ideas for the case company.

2.1 Lean

Lean is nowadays a widely used management method, a universal philosophy and a
new part of company culture (Machado & Leitner, 2010). With lean companies do not
have to make a trade-off between cutting costs and increasing quality, they can
achieve them both: improved quality and efficiency - and thus achieve a better
customer satisfaction (Fillingham, 2007; Machado & Leitner, 2010). Lean methods
and ideologies can be used everywhere where there are processes to be improved
(Fillingham, 2007). Just-in-time and visual approaches are fundamental in lean
(Modig & Ahlstrom, 2013). Lean is eliminating waste, it is a system that offers a set of
lean tools and it is an instruction manual to implement lean (Machado & Leitner,
2010).

Lean derives from the Toyota Production System (TPS), which was developed by
Toyota in the 1950’s (Machado & Leitner, 2010). The TPS and its ideologies provided
the basis behind lean thinking. Originally lean was used mainly in large
manufacturing operations, in high-volume, low-variety facilities but later it has

become popular in almost all industries — in service business too. (Pepper &
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Spedding, 2010) Lean has shown incredible results and this is why so many
companies use it - though the lean transformation is not easy. It will take time and
commitment to achieve, but it will pay the effort if done properly. (Hines & Taylor,
2000)

Lean is about improving processes and this is done by reducing waste (or muda in
Japanese) in everything what a company does (Machado & Leitner, 2010). All
companies compose of series of processes that are intended to create value for the
customers (Miller, 2005). Processes in companies are value adding, non-value
adding or necessary but non-value adding activities. Value adding processes are
those actions that create something that the customer wants of the product or service
and is willing to pay for (Heuvel, Does & Koning, 2006). Non-value adding activities
are the opposite; unnecessary actions that should be eliminated (Hines & Rich, 1997).
Lean’s purpose is to eliminate all non-value adding processes away which are pure
waste, muda, so that ultimately every step adds value to the process (Miller, 2005).
Necessary but non-value adding activities are necessary in the current situation.
They are often difficult to remove, but companies should aim to that in their long-term
planning. In lean it is needed to understand customers and what they value, and be
aware of what is waste. Waste reducing should happen continually. (Hines & Taylor,
2000)

Lean is understanding waste. Waste is "anything other than the minimum amount of
equipment, materials, parts, space and time which are absolutely essential to add
value to the product” (Russell & Taylor, 2000, 737). Waste can be classified in seven
defined areas that are overproduction, defects, unnecessary inventory, inappropriate
processing, excessive transportation, waiting and unnecessary motion. In lean the
target is to eliminate all this waste and that way increase efficiency by operating
better, cheaper and faster in the future (Hines & Rich, 1997; Hines & Taylor, 2000)

Lean thinking involves five lean principles that should be followed. First, companies
have to specify what creates value for customers and what does not. Companies’
purpose is to create value for customers and this value creation happens in
organizations’ all processes (Machado & Leitner, 2010). The next principle is to

identify all these processes and see the whole value stream to highlight non-value
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adding waste. Third and fourth principles are to create well working value flow and to
make only what is pulled by the customers. And finally the fifth principle is to strive for
perfection and continually remove waste from processes. (Hines & Taylor, 2000)
These principles can also be seen as more than mere principles; they can be seen
as implementation path or procedure (Laursen, Gertsen & Johanson (2003).

In lean companies strive to do things right on the first time and if problems occur they
need to be solved immediately. This requires high responsibility and commitment
from the staff, which means that good and committed management and
communication are critical in successful lean. Managers have to give support, inform
and educate employees, so that the whole organization is committed to lean.
(Machado & Leitner, 2010; Pepper & Spedding, 2010)

2.1.1 Value stream mapping

As mentioned earlier, lean is about reducing waste, but it can also be seen as an
instruction manual and as a system which offers a set of lean tools. Lean describes
different lean transformation process steps, in which order to arrange the process
and which tools to choose. Companies have different needs and there are more than
100 different tools available with specific focus (Laursen et al., 2003). Lean tools are
universally good because they can be used in many branches and new application
fields for them are found all the time. (Machado & Leitner, 2010)

In the study is used the value stream mapping tool, because according to Heuvel et.
al. (2006) value stream map is the primary analytical tool in lean. It is "an extended
process flowchart with information about speed, continuity of flow and work in
progress that highlights non-value-added steps and bottlenecks” (Heuvel et al., 2006).
Value stream map is a reliable qualitative analysis tool. It is a usable tool in defining
the current state but also to show the desired future state. Lean transition starts with
identifying value adding and non-value adding processes from the customers’ point
of view. (Pepper & Spedding, 2010).

Value stream map should be drawn by some internal person who understands the
process. Practically in this method a customer is chosen and followed during the
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whole process and the observations are written down as a map, which tells the
sequence and duration of each step. From the map can then be recognized the value
adding and the non-value adding steps and analyzed where the flow is disturbed and
where bottlenecks appear —in other words — which parts to improve. Sometimes
already the creation of value stream map can solve the problem. In Figure 2 is first
shown an example of a current state value stream map and beneath it a future state

value stream map. (Machado & Leitner, 2010)

Recaving: Compile e Calculate Pnint, Stuff
Open and - Folder ———— \Amf_\ — Amount ——— and Mail
array docs with Docs Claim and address Check
Valuable? Valuable? Valuable? Valuable? Valuable? Valuable? Valuable? Valuable? Valuable?
9 7 days 7 days 7 days 7 days 28 days
2 min Smin 10 min 1 min ] 1 min I 19 min I
Fig. 2 Current state value stream map for insurance claim processing (see Miller, 2005 [15])
Recaving: Three Person Team: Print, Stuff
Openand | -------- > Doc Venfication, Claim Venfication | -------- P and Mail
array docs and Check Authorization Check
Valuable? Valuable? Valuable? Valuable? Valuable?
s 4 hours 4 hours 8.3 hours
|:| 2 min I I 16 min | l 1 min Il9min|

Fig. 3 Future state value stream map for insurance claim processing (see Miller, 2005 [15])

Figure 2. Example of a current and a future state value stream map (Machado &
Leitner, 2010)

Value stream mapping is a good tool because it is easy to understand, it is quite
quick to use and it brings together all the different lean techniques. According to
Rother & Shook (1999) no other tool depicts the information and material flow
linkages as well as a value stream map. Sheridan (2000) criticizes value stream
mapping for being too practical. According to him "the paper and pencil approach”
limits the amount of detailed information collected and rather should be used more
modern techniques like different softwares, such as eVSM (electronic value steam
mapping) softwares. Value stream map that is made with a software tool gives a
quick and succinct overview of the process and the model is dynamic - instead of
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static - which helps to see the proposed improvements in real time (Sheridan, 2000;
Pepper & Spedding, 2010).

2.2 Six sigma

Six sigma improvement methodology is used to improve the quality of the processes
of supplier development. It is a structured tool with techniques of quality management,
and it can lead to new better business results through its applications on a project
basis. This methodology became extremely popular in turn of the 21st century. Six
sigma is believed to be a good tool when developing a model for assessing,

improving and controlling quality in the supply chain network. (Wang, Du & Li, 2004)

Six sigma aims to achieve continuous improvements with its logical and systematic
approach to processes. It was developed in the 1980s by Motorola. Nowadays it is
used successfully both in manufacturing and service industries, and it has shown
extremely good results. Some companies have reported over double amount of
savings compared to previous years when six sigma was not used. But the
implementation is not a short-term, quick fix improvement process; it requires
committed and effective leadership, and a lot of coaching and guiding to adopt the
holistic, long-term, and continuous improvement methodology. Major obstacles in
supply chain coordination are long replenishment lead-times, large order lots,
expected shortage of products and fluctuated product and limited information sharing.
(Wang et al., 2004)

Six Sigma is a data-driven statistical approach to analyze root causes of business
problems, in other words to measure defect rate within a system. A sigma quality
level tells how often defects are likely to occur and high sigma quality level means
that a process is less likely to create defects. For example, if an operation was
working at a 99 percent quality rating for every 300 000 units, there would be 3 000
defects, but if it was working at a six sigma level there would be only one defect.
(Pepper & Spedding, 2010; Wang et al., 2004) Main purpose in six-sigma is to

constantly and carefully evaluate supplier performance and this is why a rating
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system is needed. Rating system helps to maintain competitive pressure on suppliers

by monitoring and comparing their improvement.

Six sigma’s main benefits are cost reductions (for example administrative savings)
and better service levels (for example customer service level or order cycle time)
(Wang et al., 2004). Blakeslee (1999) presented seven key principles that are

required to ensure companies can benefit of six-sigma:

1. Committed leader

N

Six sigma efforts must be integrated with existing key performance measures
and business strategies

The framework of business process must support successful six sigma efforts
Disciplined customers and market intelligence

Must produce real savings or revenue

Well-trained full-time leaders

N o o bk e

Projects must be supported by continuous reinforcement and reward of
leaders

Six sigma application involves five integrated modules that are: define, measure,
analyze, improve and control (DMAIC). Each step has several tools and techniques
that create a good toolbox for a company to analyze, measure and improve critical
processes to improve the system (Pepper & Spedding, 2010). The whole framework
of a six sigma model in supply chain network is presented in Figure 3. The model is
presented of a manufacturing business, but the main idea is same in service

business too.
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Market
Customer

Suppliers Manufacturer Distributor Retailer

Six-Sigma Improvement

I

Module 1: Define (prioritize)

Define the project key process
output variables \

Module 5: Control Module 2: Measure

Contr91 the ke)f process Collected the measurements
input variables

N it

Module 4: Improve Module 3: Analyze

Improve the process performance Examine the measurements

Figure 3. Six sigma model in the supply chain network (Wang et al., 2004)

First a company needs to define and prioritize the process that has the highest
priority for improvement. To do this a company can use for example flowcharts or
flow process charts. Second phase is to measure the capability of the process by
identifying performance measures like cost, productivity, and service levels.
Measures should be in line with organizational goals. Measures should be created
based on supply chain management requirements and customer requirements. The
third step is to analyze when and where defects occur. In this phase should be
evaluated the current performance and then re-evaluate the standards for cost,
productivity and service objectives. In the fourth step the process performance
should be improved. In planning improvements, hypotheses have to be made and
tested and if they work they should be implemented wider. Last step is to control and
monitor productivity and service performance that it meets the new required
standards. It should be also ensured that accomplished benefits are sustained. Tools
that can be used in this phase are for example Failure Mode Effects Analysis (FMEA)
and control charts, such as exponentially weighted moving average (EWMA) and
cause and effect diagrams. This whole DMAIC-process is a continuous process that
should be repeated again and again. Benchmarking is emphasized in six-sigma; it
identifies advantages and opportunities to improve supply chain performance.
Throughout six sigma phases the results are compared with industry benchmarks to
find out company's advantages as well as areas that still need more improvement in

supply chain performance. (Wang et al., 2004)
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2.3 Supply chain management

Supply chain management (SCM) aim for process and quality improvements, and
synchronization of company's value chain (Yang, Choi, Park, Suh & Chae, 2007).
SCM involves managing operations and relationships among supply chain parties,
though in the beginning SCM was narrowly conceived as a new approach to
inventory management or operating cost reductions. One of the main issues in
successful SCM implementation is supplier development, but also quality
management can improve performance in the whole supply network. Improvements
in the quality of supply chain processes mean cost reductions, improved resource
utilization, service enhancements and improved process efficiency. This is why
manufacturers should continue to promote total quality management (TQM) practices
throughout the supply chain. (Beamon & Ware, 1998; Wang et al., 2004)

SCM integrates all parties in the supply chain into one system (Simchi-Levi,
Kaminsky & Simchi-Levi, 2000). It aims to remove barriers among supply chain
partners to enhance the flow of information and not only in logistic activities, but in all
business processes. It aims to build trust, exchange information, develop new ideas
and reduce the supplier base to better develop long-term, mutually benefiting
relationships. It is important to have high quality products and services on each level
in the supplier network to succeed in SCM (Choi & Rungtusanatham, 1999; Wang et
al., 2004).

Supply chain coordination gives an access to resources, provides risk reduction and
competitive advantage (Min, 2001). It dictates the cost improvements and value that
can be gained (Christiaanse & Kumar, 2000). By working together with suppliers can
add value for customers and hence be a source of success. Supply chain
coordination lowers costs for all parties (Porter, 1985). The objective is to increase
value and simultaneously reduce costs. If a supply chain is on the contrary
uncoordinated it creates inefficiencies and decreases profits for supply chain parties
independently and collectively, than what would be achieved with coordination
(Jorgensen & Zaccour, 2003).



24

A reduced supplier base is an objective for many companies. Prahinski and Benton
(2004) state that managers want to decrease supplier base and thereby increase
buying volume with the remaining suppliers. A smaller supplier base is easier to
handle and to communicate with, which improves the buyer-supplier relationship, but
it does not necessarily mean better supplier performance. Prahinski and Benton
(2004) presented four hypothetical strategies that would improve suppliers’
performance. Those were indirect influence strategy (for example education and
training), formality (formal communication of supplier evaluations), feedback and
collaborative communication. All four strategies were important in developing good
buyer-supplier relationship, but none of them directly improved supplier performance.
Improved supplier performance requires commitment from the supplier to the buying
company. Increased supplier's commitment requires efforts from the buying company
in cooperation and relationship development such as increased communication and
commitment. Buyer's commitment increases supplier's commitment, which in turn
improves the supplier's performance. Supplier development programs are effective
only when the supplier is committed to the buying firm. This is why the buying firm
needs to influence the supplier's commitment in order to positively influence the
supplier’'s performance. Supplier development requires considerable coordination
and integration between actors and resources, and mutual capabilities, relationship-
specific investments and interaction should be focal. When a business is critical for
company’s success, that business relationship should be improved, because
improved relationship enhances business performance for both firms (Lambert,
Emmehainz & Gardner, 1996). Ellram (1995) found same kind of factors to establish
successful partnerships. According to him two-way information sharing, top-
management’s support, shared goals, early communication to suppliers and that
supplier adds distinctive value are required to establish successful partnerships.
Fugate, Sahim and Mentzer (2006) agree too. According to them effective
management of supply chain require creating synergetic relationships with the
objective of maximizing customer value and providing a profit for all supply chain
members, but a major obstacle in supply chain coordination is the limited information
sharing (Wang et al. 2004).

Trust is a key factor in supply chain performance. With trust supply chain partners
can create a strategy to maximize benefits collaboratively, but it is not easily created.
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It requires a lot of time and effort to resolve conflicts and identify correct roles, but
with time trust can gradually build up and this is why supplier development is
essential. Supplier development includes selecting, monitoring, helping, educating
and providing incentives and integration of suppliers (Wang et al. 2004). Its main
objectives are supplier base reduction through continuous and careful supplier
evaluation, reductions in cycle time and increases in customer satisfaction (Hahn,
Watts & Kim, 1990). Suppliers can be chosen with many kinds of methods. Avery
(2001) presented the following steps for supplier development:

1. Identification of supplier candidates
2. Definition of objectives and resources
3. ldentification of baseline opportunities
4. Analysis of selected opportunities

5. Implementation of projects

6. Documentation and realization of improvements.

Grieco (1989) presented the same kind of steps for supplier certification process:

1. Preliminary evaluation

2. Product design, and quality control
3. A review of the supply process

4. Performance monitoring

5. Certification Process

Anyhow whichever kind of process steps are decided to use, a rating system for
supplier evaluation is needed. With a rating system it is possible among other things
to make critical decisions on how to optimize supplier network and how to allocate
resources effectively. Suppliers are ranked and suppliers with highest scores should
be classified as first tier group for long-term relationships. Suppliers with lower points
should be encouraged to improve their processes. (Pepper & Spedding, 2010; Wang

et al., 2004) Suppliers’ performance evaluation is discussed more in the next chapter.
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24 Suppliers’ performance evaluation

As mentioned in chapters 2.2 “Six sigma” and in 2.3 “Supply chain management”
suppliers' performance evaluation is important. The challenge is that it is difficult to
choose appropriate supply chain performance measures because of the complexity
of those systems. There is a big amount of performance measures to characterize
production, distribution and inventory systems, but measuring services is not as
discussed topic. The larger and more complex the performance measurement
system is the harder it is to measure it effectively. One possibility is to use
benchmarking in performance evaluation. It can be used to identify improvement
opportunities. (Beamon, 1999) According to Beamon (1999) important questions
when developing performance measurement system are: What to measure? How
often to measure? How to integrate multiple individual measures into the

measurement system? When and how are measures re-evaluated?

Single supply chain performance measures seem attractive because of their
simplicity, but the weakness is their non-inclusiveness. For example, even if a supply
chain may be operating with minimum costs it may simultaneously demonstrate poor
customer response time performance. Rather should be used multiple measures and
measures that are linked to company’s objectives or strategy. When measures are
linked to objectives the company can determine if the performance is meeting its
strategic goals and people in the company will concentrate on what is measured and
this way the performance measures will steer the company's direction. (Beamon,
1999)

According to Beamon (1996) an effective performance measurement system is
inclusive (all focal aspects are taken into account), universal (comparison is possible
under various conditions), measurable (data is measurable) and consistent
(measures meet organization goals). In another study by Beamon (1999) he states
that use of resources, desired output and flexibility are components of supply chain
success and that is the reason why there should be three type of measures; resource,
output and flexibility measures. Resource measures’ objective is high level of
efficiency. Resource minimization may work on short-term but in the long run it

affects on flexibility of the supply chain. Too few resources can negatively affect on
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the flexibility of the system and thereby to the output whereas too many resources
increase the system’s requirements. Examples of resource performance measures
are total cost, distribution cost, manufacturing cost and return on investment. Output
measures include customer responsiveness, quantity and quality. Their objective is
high level of customer service. There are two kind of output measures; those that are
easily represented numerically (for example quantity and number of on-time
deliveries) and those that are difficult to represent numerically (for example customer
satisfaction and quality). Flexibility measures’ objective is high ability to change to
changing environment. Benefits of flexible supply chain are for example increased
customer satisfaction and ability to respond to demand variations, but this dimension
is harder to measure because it is a measure of potential, it must be applied with
other production objectives and it has multiple dimensions (Slack, 1983). No example
tools to measure this were given. According to Beamon (1999) supply chain
performance measurement system must measure all these three areas to gain

success in supply chain.

There are multiple amounts of different measures. Because of the large amount of
measures available Neely, Gregory and Platts (1995) categorized supplier
performance measures. They found four categories from literature that were quality,
time, flexibility and cost (for example Fugate et al., 2006 and Wang et al., 2004), but
measures inside these main groups should be decided by a company itself. Beamon
(1999) presented his version of dividing measures. According to him a rough division
of performance measures is to divide them between costs (for example operating
costs) and combination of cost and customer responsiveness (for example lead time).
But this division is too wide and excludes many measures, for example customer
satisfaction, information flow and supplier performance. The latter mentioned
measures are more challenging because of their qualitative nature. This is why these
measures should be developed so that quantitative data is available from them.
(Beamon, 1999) As one can notice from the text, performance can be assessed with
many kind of measures. Different measuring areas are presented in many articles,
but specific measures have to be decided by the company itself so that they are in

line with company’s objectives.
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2.5 Case examples

Two case examples were chosen to see how buying operative services has been
done in real life and to benchmark best practices from other insurance companies.
First case example is from Norwegian municipalities. Municipalities buy a lot same
kind of services as what insurance companies' repair service supplies are. The
second example is from car insurance business, where several insurance companies

have renewed their car insurance claims management model.

2.5.1 Supplying in Norwegian municipalities

Municipalities buy a lot of services that are not included in professional services;
municipal construction work, waste collection, maintenance work, public transport
and many social services are just some examples of concrete daily operative
services just like repair services are for insurance companies. Public sector is to a
large degree a service sector and purchasing services has grown during the past
decades greatly. (Ancarani, Di Mauro, Mascali & La Marca, 2015)

On public sector the services operate in quite similar triads as in claims processes:
The provider (in the study the repair company) mostly delivers services to the citizen
(in the study the claims customer). This means that the buyer (the insurance
company) is highly dependent on provider and their performance. The service
provider (repair company) control the service delivery and thereby good measures,
contracts and service-level agreements are needed to ensure good behavior of the
service provider (repair company). The difference between a public actor and an
insurance company is that public services have often monopoly, which has at least in
the past meant that customer perspective has not been in the center. (Ancarani et al.,
2015) The study's case company instead must keep customer focus in the center to
compete in the market.

Norway started in their municipalities’ property and facility services a new model in
the early 1990’s. In the model decentralized services were first transformed and
outsourced to partly decentralized models and finally to centralized property
management where the stuff (for example cleaners) were employed by municipal
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property management unit. Aim with this project was to create a more professional
and efficient organization and to make costs and income in this sector visible. Slow
transition from one model to another and further to the most developed worked well
in Norway. For example, in Trondheim cleaners earlier cleaned always only one
specific school that they worked for, but after deploying the new model cleaners were
centralized under one company and the moving of workforce between different
locations became more efficient. A challenge with the new model has been to
convince managers and the operations’ personnel that this is a better solution for all
parties than the old one. This new model enables professionalism, enhanced
possibility to compare key figures and benchmarking, which leads to possibility to
learn from the past and become more efficient. (Haugen, 2003)

Norway’s model is a good example to benchmark, since they have many similarities
in their working environment as the study's Finnish case company has. The main
similarity is their rural areas, which is one of the main problems for the case company
too. For example, Norway’s smallest municipality had at the time of the study only
256 inhabitants and many other municipalities had only around 10 000 inhabitants.
Problems in Norway were operations’ economy and level of costs, level of service
and user satisfaction, management and following up, developing competence and a
professional organization. In the new model was stressed specifically defined
contracts concerning the price and the service level, and the main benefits of the new
model were that administrative functions were simplified and specialized, and
reporting improved. Centralized outsourcing gave a greater focus on the core-
activities. (Haugen, 2003)

2.5.2 Developments in car claims' management

Insurance companies’ spending are millions of euros yearly and only in the latest
years a new trend has aroused in car insurance business; direct repair programs
(DPRs). Examples of DPRs' results are preferred shops and enhanced cycle time
performance measures. The new trend has been to streamline spend management.
The trend is to hire purchasing specialists who have more experience in purchasing
than in insurance and bring that discipline to insurance department. Consolidation is

useful when there is high number of users, orders and transactions in each order.
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The professionals use strategic sourcing where they go through possible suppliers.
They negotiate volume purchase contracts with those suppliers who offer the best
combination of price, delivery speed, reliability and processing integration.

Several of the world’s top ten insurance companies (for example Aviva, AXA and
Royal & SunAlliance) have created procurement teams to modernize operations
within supply chain to create a more disciplined approach to vendor management.
Spend management in this context is characterized as rigorous and transparent
selecting method, and managing and continuing relationships with suppliers. The
new model has shown good results with up to ten percent savings with negotiated
volume discounts and streamlined claims procurement processing, meanwhile
customer service levels are maintained. Hence streamlining process is not only price
play. Procurement is strongly focused on value and quality for the end customer. If
suppliers are chosen only based on price the right claims experience to customers
can be missing. Simply demanding volume discounts from suppliers is neither
suitable, the approach has to be performance-driven, long-term operating that
benefits both parties. The challenge is that suppliers often have the image that
procurement programs only aim only for discounts provided by the suppliers, which
should not be the case. (Harris, 2007)

According to the article in the insurance industry partnerships has been often
relationship-based and when a key person has moved to new position the
relationship has crumbled. With the new procurement approach contracts are
formalized, professionally organized so that making business is transparent.
Communication should be open, so that the suppliers know that they are compared
to other suppliers continuously. Forums for competing of cases are used, where the
decision of chosen supplier is not made only based on price. There is discussion and
maybe someone can offer a better whole. In the article suppliers told that he
procurement process made them to look more detailed their own processes, which
was good to make them more standardized. According to Heikkila et al. (2013) it is
very important that purchasing department provides a systematic purchasing process,
and through standardization considerable cost savings are possible.
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Insurance claims process can benefit of same efficiencies, controls and technological
breakthroughs that have transformed the supply chain in manufacturing businesses.
Even though the claims supply chain differs a lot from typical manufacturing
companies, like Toyota, the principles of effective supply chain management apply.
Disadvantage in this model is that small players easily lose in this, when they do not
have the same resources and price competing opportunities as the big ones. Even
though this new procurement process model has now been used only in car
insurance business the companies in the article that have used the procurement
process are keen to expand it to other insurance departments too. In the future
should be focused that objectives are not only cost reductions, but also better quality,
more value and long-term relationships. (Harris, 2007)
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3. METHODOLOGY

The empirical part of the study is based on five suppliers’ interviews and meetings
with the case company's different managers, who gave the case company's view to
the handled issues. This chapter starts with presenting the qualitative research
method. The next section is about how data was gathered, and finally the reliability

and validity of the study are assessed.

3.1 Qualitative research

Empirical studies are usually divided between qualitative and quantitative studies.
Quantitative studies commonly aim to find correlations and causalities from numeric
data whereas qualitative studies aim to understand, describe and interpret
phenomena in reality. It is crucial to find the right people for the study who are deeply
familiar with the subject and know a lot of it. (Tuomi & Sarajarvi, 2009) In qualitative
study the aim is not to test theory or hypothesis, but to observe the given occurrence
thoroughly and in detail (Hirsjarvi, Remes & Sajavaara, 2009).

The study is a qualitative study. The aim is to understand and explain development
opportunities in repair claims management, and determine what should be done by
finding and combining the best practices. The subject is studied in a comprehensive
manner since qualitative studies describe real life phenomena that are multi-
dimensional and complex (Alasuutari, 2011). Qualitative research method has been
sometimes criticized of its small sample sizes, because it may give a too subjective
view and let the researcher have too much freedom in making interpretations.
Anyhow, by having a small sample enables a more in-depth study with each
interviewee and gives a totally different view to the researched issue than
quantitative study would. (McDaniel & Gates, 2013)

Interviews are common in qualitative research. They are usually divided in four
categories; structured, half-structured, theme and open interviews. In structured

interviews the format and the order of the questions and answer choices are given to
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the interviewee and hence does not leave any space for free discussion. Half-
structured interviews differ from structured interviews only by that they have open
answers instead of answer choices. In theme interviews discussion areas are given,
which enables open discussion of the chosen themes and gives versatility to the
answers. No strict lists of questions are made, rather a support list of subjects that
should be covered. In open interviews discussion is fairly free and all theme areas
may not possibly be covered. It is close to normal discussion. (Eskola & Suoranta,
2003)

This research has influences of half-structured and theme interviews. Two themes
were chosen; customer satisfaction and cooperation. Those themes were seen from
the case company's perspective to be the most important to concentrate on in the
development. Supportive open questions regarding both themes were given but the
interviews followed a quite open form and questions were not followed in strict order.
Sometimes also the interviewees' answers gave already the answers to the next
questions, which changed the interviews’ discussion order. Open structure in
questions is typical in theme interviews (Hirsjarvi & Hurme, 2009). The supportive

interview questions are presented in appendix 1.

3.2 Data gathering

Empirical data for the study was collected from five half-structured theme interviews.
Selective sampling was used in the interviews, because the interviewees had to
know much of the discussed subjects. According to theory, suppliers should be
chosen based on their performance. The problem is that at the moment the case
company has no worthy performance meters that could show which suppliers to
choose. There is no data for example of who suppliers have been the fastest or who
have had the best customer satisfaction results. This is why suppliers for the
interviews too had to be chosen quite randomly. Interview requests were sent to
three kind of suppliers; nationwide, potentially nationwide and areal suppliers.
Supplier are referred in the study with following names; NW1-3 (nationwide supplier 1,
2 and 3), PNW1 (potentially nationwide supplier 1) and A1 (areal supplier 1).
Nationwide suppliers work according to its name nationwidely in whole Finland.
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Potentially nationwide suppliers are big companies who have resources to grow to
nationwide suppliers and they might already have nationwide services existing in
some other category for example in new constructing. Areal suppliers are smaller

companies that usually have only one base location where they do work from areally.

There are only three nationwide and two potentially nationwide suppliers that the
case company has used and they all were sent an interview request. The areal
suppliers were selected quite randomly. The criteria was only that they have done
quite many cases for the case company during the last years, and then of those
suppliers three were chosen. Three out of three nationwide suppliers accepted the
interview request. From potentially nationwide suppliers only one out of two
answered and of areal suppliers only one out of three answers were usable. One
areal company from Southern Finland was requested, but they answered with such a
short e-mail that it was not useful for the study. Also one areal supplier from Lapland
was requested, but they never answered. It would have been interesting to get an
interview also from a rural area where distances are long. Even though there is now
only one areal supplier interviewed there are enough interviews. The nationwide and
the potentially nationwide supplier relationships are the most important to develop, so
it was good that almost all of them answered to the interviews. The one areal
supplier's interview gives one view how cooperation and customer satisfaction is

seen from a smaller supplier’s perspective.

Interviews were mostly made by meeting the suppliers’ representatives. From NW1
their CEO gave the interview and from NW2 it gave their Sales and Marketing
Manager. From NW3 was interviewed their Business Manager and Development
Manager. Also their Unit Manager participated by answering to the interview via e-
mail. PNW1's Customer Manager together with their two Foremen answered to the

interview by e-mail. From A1 was interviewed their Unit Manager.

Interviews were made in Finnish and collected during December 2016. Tuomi and
Sarajarvi (2009) has presented a framework for conducting data analyses. This
framework was the basis behind the study’s data analyses.
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1. Decide what is important in the data

2. Go through the data, mark the important factors, leave everything else out and
separate the marked factors from the other data
Categorize, theme or otherwise handle the data

Write a summary

Theming of the interviews was easy because the themes were given in forehand.
Important and repeated issues that came up during the interviews were gathered to a
table (table 2), which is presented in chapter 5.6 “Overview and suggestions based

on the interviews”, and next a summary of those issues was written.

The case company's perspective to the study came from several meetings with the
company's Supply Manager, Process Manager and Group Manager. The Supply
Manager gave mostly the frames and objectives that were wanted to be reached with
the study, and the Process Manager and Group Manager gave information of how
the processes work in practice at the moment. Besides, the case company's lean
project and earlier presented theory were important in developing suggestions for the
case company's claims management. Based on all these materials the writer made

suggestions how to improve the overall process.

3.3 Reliability and validity

Assessing validity and reliability of a study is a normal practice in researching. Good
reliability means that the results are objective, in other words the results are
independent and not of the researcher’s. Reliability means in a qualitative study that
there are no discrepancies in the interpretation. According to Hirsjarvi et al. (2009,
227) reliability of a qualitative study can be strengthen with a specific narration of
how the research was conducted. Good validity in turn means that the research
method has been able to measure the wanted factors. Anyhow a qualitative study
can never at least fully fulfill these criteria, and therefore these issues are more valid
in quantitative studies. Qualitative studies are based on subjective views, which
means that if the study was repeated the answers might vary. Also if the interviewee
has not answered honestly or has not understood the question correctly affects on



36

the study’s reliability. The researcher might modify the answers to a wanted direction
or leave outliers away, and also misunderstandings from both sides might possibly
decrease the reliability. (Hirsjarvi et al. 2009; Tuomi & Sarajarvi, 2009)

All phases of the study are descripted as clearly and transparently as possible to
enhance the reliability of the study. For example interviews were recorded. Data
gathering methods are described in detail and all interpretations and conclusions
presented are justified. Anyhow the results of the study should be assessed
cautiously if they are used in other fields or contexts, since the study was conducted
to find solutions specifically to the case company's problems and hence its

generalization cannot be guaranteed.
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4. PROBLEM IDENTIFICATION

The empirical part of the study starts with identifying the problem areas to know
which areas need improvement in the future. The first part of problem identification
was done based on the case company's lean six sigma project. The case company
started the lean six sigma project in February 2016. The project handled shortening
of property damage repair total lead-time and improvement of damage repair claims
management. The Process Manager from the case company, acted as the project’s
leader. Other problems that came up during the thesis project are presented in
chapter 4.2 Other problems and further problems that occurred during the interviews
are presented in the interview chapters.

4.1 Lean six sigma problem identification

The case company's lean six sigma project started by conducting a SIPOC template
to summarize the inputs and outputs and to delimit the project. Based on the SIPOC
table a process map was drawn with service blueprinting method of an example case.
Then the group identified process variables in six different areas; in work tools,
partnering, processing, location, customers and in regulations, laws and instructions
and used cause and effect matrixes to recognize and rank critical features. After
cause and effect matrixes a risk analysis was conducted with an FMEA method.

In the next phase the project group surveyed how long time different phases took.
The group used a data of 238 insurance cases where time series were available. As
the table 1 shows most time is spent between conducting the work to when the last

bill is paid.
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Table 1. Days used in the different claims process phases (n=238 claim cases)
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The diagram has seven different time phases that it measured. From damage
announcement to the information day, where 85 % of cases were announced one or
two days after the damage. This is a good rate and does not necessarily need
improvement actions. From the information day to the inspection order day most
cases were handled during the same day if the need was recognized immediately.
This meter is also on a good level. From the order day to inspection day the
dispersion was too high. The target is two days and in Lapland area three days but
as the diagram shows some inspections are made several days, even 36 days after
the ordering day. The case company’s Process Manager explains that weekends,
public holidays and customers’ own wishes grow the mean. Even though the case
company cannot affect on all variables in this measure’s time, the meter’s variation
should be reduced. From the inspection day to the reporting day the target is one day.
The reality is far from the target (mean over 14 days) and actions to improve this
needs to be made. From reporting day to solving day the target is two days. The
target is not reached and the mean in this meter is almost 19 days. The actual
repairing time depends on the scope of the damage and it varies greatly. Considering
the repairing challenges, the situation is conceivable and actions to improve this can
be included in the long-term plan, but are not the most critical at the moment. From
finishing the repairing to paying the last bill takes almost four months. That is by far
the longest process and means to reduce that time needs to be found. By combining
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the different processes, the overall process time gets mean 135 days, which means
that there is a lot to improve. That is to say the main problem area found in the lean
six sigma work is the overall process time. The largest factors that grow it are the
following processes: from the order day to inspection day, from the inspection day to
the reporting day, from the reporting day to solving day and from finishing the actual
repairing work to paying the last bill. Solutions to decrease time spent on these
phases needs to be found.

4.2 Other problems

Repair claims cases are a challenging area what come to supplying. Following
problems came up during meetings with the case company's managers. The case
company has now over 1500 suppliers who they pay indemnities to, which is way too
many. Damp sensings have been easy to outsource to a couple of major suppliers
since they are a mass product. In repairing it is more difficult. Centralization (which
should mean cost savings) is difficult since most of the cases are small cases and
the service area is the entire Finland with its small countryside places. Most of the
repair companies are small firms, so they do not have interest and resources to travel
far for small cases, and even if they had resources to travel far, already a 50
kilometers work distance can add total costs with up to 25 % in small projects
according to the case company's Group Manager. Cases can also be almost
whatever (for example leak, fire or tree falling down on a building), which means the
supplier should have very wide knowhow on many different areas that the small
suppliers necessarily do not have. According to the case company's Process
Manager and Supply Manager problems are also that no clear timetable targets are
set for the claims cases and no meters follow the cases. Workers in the different
process steps has own time targets and the overall process time target is basically
on no one’s responsibility. A major problem according to the Supply Manager is also
the lack of communication. Customers cannot use the current claims management
system and hence they are not able to see how the claims process is proceeding.
Contacting and communication is time consuming. Communication with suppliers is
also on low level. Only a couple of the biggest suppliers are met somewhat regularly
but all other suppliers are contacted only if problems occur.
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There were some example cases gone through to find more information on where
problems exactly occur. Old open cases had to be selected randomly from the
current claims management system's database, since there is no simple method to
see why the case has prolonged. To find out the reason why a case has prolonged,
each case report should be read through. Each case has a damage claims process
report, which is usually ten pages or longer which means that processing the
information is very time consuming. There can be around 400 open cases, so
reading through 400 cases is not clever. Hence, finding the reasons why the cases
prolong can be difficult. By going through the old cases can be noticed that there is
no one reason why the cases prolong. For example according to the Process
Manager currently the oldest open damage case was from year 2013. In that case all
wall bottoms were damp but the reason for the leak had still not been found and the
problem cannot be fixed because of that. This is an extreme case, but shows how
unbelievable reasons there can be for the prolongations, and shows how the case
company does not always have the possibility to influence the decrease of the overall
process time. Other reasons that came up were that in some of the example cases
all invoices had not arrived to the case company, in some cases long delivery times
prolonged the processes. For example in kitchen furniture delivery times can be
around eight weeks. In old houses asbestos checks are mandatory which also
prolongs the process.

The old outdated claims management system, which is currently used, causes many
of the prolongations in the process. For example the open cases do not have any
follow-up system, which would tell employees when to check the case again to see if
there has been progress. This means that all cases have to be checked continuously,
which is not efficient. A major problem with the current claims management system is
also the lack of data or it is too hard to get out of the systems. Currently there are
almost no measures used for repair claims cases. It is hard to improve something if it
is not known what to improve and there is no data to compare with or show results of
the new improved situation. One reason why data is lacking is that reporting is very
time-consuming for suppliers, so they simply do not do it enough. Another problem
regarding the current claims management system is that it is the case company’s
own system and no other insurance companies use it, which means that suppliers

have to buy licenses to use it only because of the case company.
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Around 40 % of all claims customers are companies, not private persons. In
company cases the processes often prolong because the companies do not answer
to the case company’s messages or they do not send needed declarations, invoices
or other needed information in an appropriate time. The Process Manager guesses
that the reasons for these are that especially in large companies the employees do
not care that much of the reimbursements, no one really knows who is responsible
for the claims process and the inquiries sent to the client circle around for a long time
before someone actually does something. As one can notice, there are many

reasons for prolongations.

Additionally one problem is that there is no clear guidance instruction for the case
company’s workers for which companies to guide the projects. This has created a
situation where guidance happens much based on personal relationships with
suppliers, which is not a wanted situation.
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5. SUPPLIERS’ INTERVIEWS

The aim with the study is to develop the total claims handling process, and because
suppliers and relationships with them are in a big role in it, suppliers were interviewed.
The aims with company interviews are to get suppliers’ view of the current situation,
find benchmarking ideas, hear where they see the biggest problem areas, and how
they would like to improve them. The suppliers’ answers were summarized and are
presented next. In chapter 5.6 “Overview and suggestions based on the interviews” is
presented the most important issues that came up and a combined overview of all

interviews.

5.1 NW1

According to NW1's interview the repair work and damp sensings are their best
performing areas, and the biggest problems are in communication. They saw that
fast informing to customers is very important. Now there has come some feedback
that informing has not been on sufficient level neither from them nor from the case
company, and that it has been hard to get in contact with NW1 and the case
company. NW1 hopes that a new improved systems to communicate and share
information between all parties will be taken into use as soon as possible.

NW1 also told that several customers have been surprised of the final amount that
has come to be paid by them. Customers have to pay the deductible and
depreciation parts. Customers has often said that they have not been aware of the
depreciation and especially of how huge the amounts can be. NW1 suggests that all
information should be written down in the claims management systems so that
customers can see it also, and that they cannot say that they have not been aware of
the costs or of other issues related to the project. The problem with the depreciations
is that if customers have not been prepared to the amount, they possibly do not have
the money to pay to NW1. NW1 told that they are currently missing between one or
two million euros because customers have not been able to pay to them. NW1 has

approached this problem by contacting the case company’s financing representatives.
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Together they have developed a model where the customer can lend money from the
case company. Customer’s benefit when they do not need to stress about the money
and the loan is deductible in taxing. NW1 benefits when they get their money on time
and the case company benefits by selling more loans. Customers can also order with
extra money extra improvements to their renovations, which means even more
billable work to NW1.

NW1's interviewee told that NW1's managers meet the case company's
representatives a couple of times per year, but it would be better if there were more
interaction. Especially communication between foremen and the case company’s
field coordinators was hoped. The interviewee suggested an annual event where
these people could meet each other, discuss about operative problems and improve
current working models. He sees that these meeting could also reduce use of
personal relationships in processes when people would get know with many other
partie’s representatives.

NW1 has used a claims management system called In4dmo with other insurance
companies since 2011. With the case company they use the case company's own
system and they see it very clumsy to use, especially when cost quotations have to
be done in another program. They would like to have all functionalities in one
program, just like they are in Indmo. NW1 has now started to use also in the case
company’s projects both In4dmo and the case company's own system, even it takes
double time to write down all information in two different programs. They have started
to do this because they see that it is necessary for sharing the information efficiently
to customers and to keep them satisfied. Earlier when the information was only in the
case company's own system customers were not able to see where the project was
proceeding, but now they can log in to In4mo and see all information related to their
project. Another improvement they have made to add customer informing is that they
have created a claims process description that they give to customers. It is a form
where is depicted all upcoming process steps to the customer in forehand.

NW1 hopes that the case company would replace their own old claims management
system with Indmo, where information is available for all parties immediately when it

is written down there. NW1 sees that In4dmo is better than MEPS (another claims
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management system on the market). They piloted MEPS with another insurance
company, but the results were terrible and the pilot project ended in only three
months. Especially the field tool was way behind In4mo’s comparable tool. NW1 sees
that this is the most important feature to gain efficiency and fasten the overall
process when a big amount of information can be collected and informed further
already from the worksite. They see that they have now mostly reached the time
targets (and if not, it has usually been because of the customer’s actions), but with
Indmo they could even undergo the response times. The only feature that was better
in MEPS than in Indmo was in his opinion the cost quotation tool. The interviewee
however sees that that feature is quite easy to improve in In4mo too to be on the
same level as in MEPS. They also piloted the customer communication platform in
MEPS, but according to them it did not work at all. Customer communication tool is

coming to In4dmo already during January 2017.

NW1 felt that getting new projects from the case company works well. They get an
ordering e-mail from the claims management system of all new projects. NW1’s
attitude towards all projects seemed good. They told that they take all projects that
are offered for them from the case company and even if the projects would be
physically far away, they are committed to perform them, even they are not that
profitable cases usually. They do this because they appreciate customer satisfaction
high. NW1 sends customer satisfaction surveys to all customers. They told that the
answering percent has been quite low, but they assume that it only means that

customers have been satisfied.

5.2 NW2

NW2’s interviewee felt that communication is very easy and open with the case
company. No wonder that he felt so, the interviewee told that he is in contact with the
case company’s representatives weekly. Besides they have four annual follow-up
meetings and some additional meetings concerning developments with the case
company. The interviewee mentioned that in his opinion cooperation works best with
the case company and them compared to other insurance companies, and he liked
the case company’s model the most. NW2's best performing areas are inspections
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and drying. The interviewee told that repairing is not the strongest area for them even

they do it a lot for the case company.

The interviewee told that for them fastness in different process steps is important, but
there have been some problems in that area. The interviewee told for example that
all projects have not been started immediately, because it would be too expensive to
have extra workmen ready. No other suppliers though mentioned this as a problem.
The interviewee also told that their process steps are not that standardized. He told
for example that when a project ends it should be done with a project manager who
makes a document of it. Sometimes the document is not made and sometimes the
projects are not being officially ended at all. He also admitted that there have been
some delays with reporting and accused that it is the case company’s fault when they
have had to terminate a worksite when an offer has not gone through. Only thing that
the case company can do in here is to have better and faster systems to give cost
quotations, but writing them down in the systems depends still on NW2.

The interviewee felt important that customers should understand the total process,
but informing customers was the weakest area mentioned. Customers want to know
all the time where the process is going and what is happening next. Currently
communication to customers is done via phones, e-mails and face-to-face. There is
no standardized model for this either. NW2 gives a quite unorganized picture of
themselves. Seems that training to uniform operations has been lacking or at least

workers do not follow the instructions.

The interviewee sees that improved systems are the answer to automatization and
standardized working models. He sees that through new systems personal decisions
could not be made that much anymore and process steps would become more
standardized. Through new systems sharing real-time information would also be
possible and all these improvements would make customer satisfaction to rise. They
have already some examples of automatization that has improved customer
satisfaction. For example now when they go to a customer, the service sends
automatically a message to him or her when the car is five kilometers away, so that
the customer knows when to expect them. This way customers can easier

understand if the workers are five or ten minutes late because of traffic for example.
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The interviewee did not think the case company’s own claims management system
as a good system. According to him it cannot be used easily on the worksites, which
slows the total process. NW2 is renewing their whole ERP system next spring where
MEPS will become one part of it. They hope that the case company will also start
using MEPS. They believe that the new ERP system will solve most of their problems
concerning unstandardized working models and long answering times through forced
and automatized phases. The interviewee did not comment that much on other
systems like In4mo.

The interviewee's wish for the case company was that it would be easier to do
changes to systems. For example if in a cost quotation program installing tiles is
given only one price it does not give the correct result. Tiles can be different sizes
and the bigger they are, the more challenging and expensive they are to install. The
interviewee told that he has given feedback of this several times to the case
company, but nothing has changed. In future if the new claims management system
is taken into use, it should be ensured that making changes to the system is possible

and easy.

In the future the interviewee sees that loT (Internet of Things) solutions are the key
for improved customer service. At the moment they are too expensive to be
integrated in the systems. Anyhow an open mind for new solutions in the future is

good.

5.3 NW3

Representatives from NW3 saw that their best performing area are damp sensings
whereas their most important development areas are communication and informing
to customers, and also biling was mentioned. NW3 aims to be proactive in their
informing but it does not always realize in practice. Customers often wonder why
there sometimes does not happen anything. According to NW3'’s representatives
customers often do not use Indmo or MEPS even if they had the possibility to use
them and this is why informing happens mostly via e-mails, phones and face-to-face
— whatever customer prefers. Communication between the case company and NW3



47

is good on the manager level, but more communication and meetings between
foremen and the case company’s coordinators is hoped. Through these meetings
bottleneck areas could be solved more efficiently. Best results are gained through
tight cooperation. NW3 has used customer satisfaction surveys to find their
bottleneck and worst performing areas. They follow the results from these surveys

weekly, monthly and quarterly. This enables a very fast reaction to problem areas.

Another important area for NW3 is efficiency. NW3 has improved their work
instructions and tried to unify their working methods to make the total process more
effective. What needs most improvement in this area is to make the processes
between different processes more effective. NW3 has used many different claims
management systems, including In4dmo, MEPS and the case company’s own system.
They think that In4mo is the best of them. Use of modern systems will add quality in
information saving and makes the total process more transparent. According to them
the case company’s own system has not been able to follow the technological
development and is therefore outdated for nowadays needs. Even though NW3
prefers Indmo, they feel that having all communication in systems adds facelessness

too much and therefore it would be important to have regular meetings also.

5.4 PNW1

According to PNW1 there are many unclear and unstandardized phases where no
one seems to know what is happening. They tell that for example getting the projects
for them lasts long. Especially the tendering phase is too long, and it may have taken
from three to four weeks from the accident before PNW1 has got the information
about starting the work. When they have got the information of the upcoming project,
they always call to the customer immediately. PNW1 hopes for faster, more
seamless and more standardized working models between them and the case
company. Now PNW1 has used the case company's current claims management
system, but they feel that not even the case company's field coordinators use it,
since it is so disorganized and useless. PNW1 did not comment which claims

management system they would prefer in the future.
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PNW?1 told that it is sometimes hard to get in contact with the case company, and
they also hope to get more feedback from them. Through feedback PNW1 could
improve their own doing. PNW1 hopes for more active interaction between them and
the case company. This all relates to creating a closer relationship with the case
company. For example monthly reports of the current ongoing and finished projects
would be good, and some easy and fast channel to ask and get answers is hoped.
This channel should be available for workers in different levels, at least for foremen,
who feel that interaction between the case company’s coordinators is very low.
PNW1 told that they meet the case company's representatives rarely and almost

merely on manager level.

PNW1 saw that to keep customers satisfied it is very important to keep them updated
and informed of what is going on, what will happen next and at the end what has
been done. Because they saw that the case company does not take enough care of
informing customers, they have created self a service description that they send to
customers before the work. After the work they combine a transfer folder where the
customer can find all documents related to the project — also from subcontractors if
there has been some. PNW1 thinks that to keep customers better informed and
information changed between them and the case company it would be better the less
there were contractors on one worksite. They prefer to be the only constructor or if
any other companies are working on a same project there would be only a damp
sensing company besides them. PNW1 also told that their customers have felt that it
is hard to get in contact with the case company regarding the claims process. PNW1
tells that they have put effort in fast contacting on customers and conducting work
efficiently with high quality to customers. In their customer satisfaction surveys the
best feedback has concerned the good informing of customers done by PNW1, and
they want to improve it to even better. They told that next they will concentrate on
sending weekly reports to customers. PNW1 sees that their best performing area in

the total process is the repair work.
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5.5 A1

A1 is an areal supplier that works in Lansi-Uusimaa. A1’s objectives are fast process
steps with proactive customer communication. They have used Indmo with other
insurance companies and felt that sharing information is easy in there. According to

A1 their best performing area is repairing.

With the case company the biggest problem has been communication. The
interviewee tells that there is nothing called cooperation between the case company
and them. They do cases to the case company, but no case company’s higher
representatives meet them or even call to them. Especially after the case company’s
organizational reorganizing in spring 2015 communication went confusing and getting
projects for them seems to have had no standardized model. Before there used to be
an areal contact person from the case company, but now the contact requests can
come anywhere from Finland. There have been some cases where the coordinator
has requested A1 to conduct a work somewhere totally else than in Lansi-Uusimaa,
even they only work in that area. They also feel that after the change fewer projects
have been guided to them. The interviewee guesses that the reasons for these
problems might be that the case company's coordinators do not know about A1 or at
least where they work. A1 would be happy to make more projects to the case
company. After the organizational change A1 has not known in who they can be in
contact with the general issues concerning all projects they do with the case
company or issues regarding the contracts with the case company. The interviewee
also told that no response time targets have been informed to them by the case
company. A1 hopes for more standardized working models and more simple systems

to be used between them and the case company.

Communication between A1 and customers have mostly based on phone calls, e-
mails and meetings on the worksite. This could be improved to more standardized
model with modern systems like In4dmo. Customers have felt that they are not
informed of the total costs that come to be paid by them. All information whether it
concerned communication with customer or the case company should be in one
system. One process that especially slows the process is billing. A1 sends the bill to
the customer who then sends it to the case company to proof that the customer has
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accepted the work. In customers’ perspective is not the money transfers between A1
and the case company, so the bills often stuck to customers for a quite long time.
This model should be changed. The interviewee told that another insurance company
they work with sends the information how much to bill from customer to A1 and they

pay the rest. This way the process is not dependent on the customer’s actions.

A1 do not measure customer satisfaction systematically, which is understandable
since they are a quite small company. With another insurance company (for who they
do quite the same amount of cases as for the case company) they have an annual
phone meeting where the last year is gone through. This way they also get their
customer satisfaction results. From the case company they do not get any feedback.

5.6 Overview and suggestions based on the interviews

Based on the interviews a table was formed (table 2). The table shows areas that are
mentioned by the suppliers in the interviews. It gives a quick overview of the most

important areas that came up in the interviews.
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Table 2. Notions from the interviews

NW1
NwW2
NW3
PNW1
Al

Better systems are needed to change information
between the case company and the suppliers

Better communication to customers of how the
process will progress is needed; process steps have
to be clear for customers (proactive informing)

The current claims management system is
troublesome to use

Fast process is important

Core functions are the best performing area

Closer cooperation is wanted, especially more
dialogue between the suppliers’ foremen and the X X |x |x
case company'’s coordinators

To get new projects does not have any standardized
model

Supplier sends systematically customer satisfaction .
surveys

Customers say that it is hard to reach and get
contact with the case company's workers

A monthly or yearly report to the supplier from the
case company is hoped, where would come up the
current situation concerning ongoing and finished
projects and customer satisfaction

Information sharing is easy in Indmo and can
recommend Inémo

Hopes that the case company would start using
MEPS

Costs that will come to be paid by the customer are
not known early enough

Billing is too inefficient x |- |- |- |x
No target times have been informed to the supplier
x=agrees, empty=disagrees, -=was not a discussed topic

x
x
x
x
x

The most important observation from the interviews is it that all suppliers hope for
better systems — the case company’s own system has come to its end. NW2 prefers
more MEPS, others mostly In4mo, but the need for a better, uniformed system is big.
In the current model customers and some suppliers had felt that it is hard to get in
contact with the case company. In the new system contact persons have to be
marked clearly for suppliers for each project. To improve customers’ communication
channels a chat feature would be good and it should be possible for customer’s to
leave call requests and messages for claims handlers or suppliers. Through the new
system communication between the case company, suppliers and customers would

be faster and more reliable, when everyone could see what has been agreed on



52

because of the system’s documentation possibilities. The system would answer to all
suppliers’ concern concerning informing and communicating with customers.
Especially informing of costs to the customers is important. What was also important
for all suppliers was that the new system would standardize and automatize process
steps, which would fasten the total process and thus improve customer satisfaction.
This is presented graphically in Figure 4.

Fast, systematic
Unified new = S and
system Automatization Standardization communicatiing

process

Improved
customer
satisfaction

Figure 4. How new claims management system affects on customer satisfaction

All suppliers saw that describing the process for the customer before starting the
work was very important. Some suppliers had already started to send customers
process descriptions, but some did it only via phone or face-to-face. Phone or face-
to-face talk are good methods to change fast, wide and understandable information,
but because customers forget the told information fast and no one can know what
has been told, the same information needs to be always also written down and
documented. If the new claims management system is taken into use, all suppliers
should be instructed to give a process description to customers in there. This way the
customer can always log in to the system and check what is going to happen next.
The case company could also add an own process description to the system. On the
other hand, NW3 claimed that even the information would be available in the systems,
customers rarely read it from there. To solve this problem, the systems could
automatically always send the same information to customers’ e-mails when it is

added to the systems.

All other suppliers except NW2 were at least not totally satisfied with level of
cooperation that the case company had with them. Of NW2 can be noticed that when
communication is kept good care of, the supplier appreciates it and the case
company. NW3 was also contented with the level of cooperation on the manager
level, but not on the field level, that is to say between foremen and the case
company's coordinators. This tight cooperation model should be used with all the

nationwide and potentially nationwide suppliers to ensure good relationships with
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them. As theory suggested good relationship enhances suppliers’ commitment, and
commitment improves efficiency. Areal suppliers are hundreds in Finland and thus
the case company does not have enough resources to create as deep relationships
with them. The case company should anyhow benchmark their competitor's model,
where they organize phone meetings with their smaller suppliers once in year. This
way even the small suppliers would feel that they are important for the case company,
yearly results could be gone through with them and problem areas would come up.
Though before informing the performance results to suppliers the response time
targets have to be informed to them - unlike it has been done now. Many small
suppliers do not have resources to measure customer satisfaction by themselves, so
it would be important that the case company would message this information to them
and that way the supplier would know which areas to develop in the future. This
means that in the future the case company must be able to sort customer satisfaction
surveys’ results by companies. NW3’s model of fast reacting to customer satisfaction
surveys’ results should be promoted to other suppliers and to the case company too.

One area that also came up in the interviews was that foremen do not have working
communication channels with the case company. Suppliers hoped for clear
instructions to whom they could be in contact with. If the new system will be taken to
use, the case company could create for all suppliers an own supplier page where all
general information including contact information would be clearly informed and
available. NW1 suggested an annual meeting to solve these problems. Some
workshops could be organized with the nationwide and potentially nationwide
suppliers’ foremen and the case company’s coordinators. In those workshops could
be found new better models how to improve the total process. Those meetings would
add communication and tighten the relationship between the case company and its
suppliers. As can be noticed already of the study, through added communication (in
this case interviews) problem areas came up and new improvement ideas were
found. One problem seemed to be also that the case company’s coordinators did not
know about all possible suppliers or in which areas they worked. One suggestion is
that the new system could include information of different suppliers and their working
areas for the case company’s coordinators. The system could also tell and suggest
which are the recommended suppliers for that area based on the new performance
meters that will be presented later in this work. This way also one work phase could
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be possibly removed from coordinators, if guidance happened mostly automatically.
This would also solve the problem concerning person related relationships; no
personal preferences would be used anymore. Coordinators would be contacted
concerning guidance only in special occasions, for example if the customer does not
want the particular company to conduct the work for some reason. NW3 criticized
that all this kind of automatization and added use of systems adds facelessness in
the process, but they also admitted that these actions adds standardization and that
way efficiency in the total process. NW3 accompanies NW1 that regular meetings on

field level would be good to promote relationships.

One improvement area is also the billing. In the billing process the case company
could benchmark one of their competitors. The case company could inform the
supplier how much to bill from the customer and how much from them. This way the
case company would not need to wait for the bill from the customer anymore and the
total process would fasten. Another problem area mentioned concerning billing is that
the costs can come as a big surprise for the customer. NW1’s financing model with
the case company should definitely be taken into use with other suppliers too to solve

this problem.
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6. SUGGESTIONS

In this chapter are presented all the other improvement suggestions that did not
come up in the interview chapters. First some methods presented in the theory
chapters are applied. After these a new claims management system and
improvements that it would bring are presented, whereupon sourcing decisions are

discussed. Finally new measures to assess suppliers are presented.

6.1 Lean six sigma improvement

According to the study’s theory, cost savings, improved quality and efficiency which
all lead to improved customer satisfaction can be reached through lean and six sigma
methods. In the lean implementation path, first is needed to specify what creates
value for customers and what does not. In the case company’s insurance cases
when accidents happen the most value for customers is created through fast,
painless and high quality process. From the case company’s perspective a
competitive cost level is also an important aspect to pay attention to. What does not
create value for customers is all kind of waiting between different process steps. The
process should be more streamlined and follow more JIT -principles.

Second step is to identify all process steps. Different process steps of a real-life
example case are presented in appendix 2. Now there are over 60 different process
steps and those are only the case company’s steps, which means that suppliers’
steps are not included. After this next steps are to create a well working value flow,
do only what is pulled by customers and strive for perfection, and continually remove
waste from processes. An optimal process description according to the Process
Manager is presented in appendix 3. It was created by the Process Manager and not
by the writer to ensure a high level of specificity through internal information. In the
optimal model is excluded the suppliers’ phases (that is to say inspection and
repairing). Based on the Process Manager’s process steps two value stream maps
were drawn; one of the current situation (Figure 5) and another based on the optimal
situation (Figure 6).
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Figure 6. Value stream map of an optimal case

From the current value stream map can be recognized that there are very many work
phases (too many) and work phases in one area are not handled through during one
day. Those add work time and unnecessary waiting time always between the short
work phases. To promote continuous improvement, in the writer's opinion the optimal
solution should be optimized even further. For example taking control of the
insurance case -phase should be handled totally during one day, instead of two days
and all waiting periods (excluding repair time) should be minimized to only one day
instead of two and three days as in the Process Manager's optimal situation is.
These results could be gained through process improvements, through better

education for claims handlers and by developing the total process together with the
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suppliers. For example a phone call in the beginning of the process gives much more
information and a better picture of the whole than changing messages with the
customer. Process steps, optimal process steps and current and optimal value
stream maps were drawn based on the current systems in use. The situation has
even greater potential for improvements if a new claims management system will be

taken into use.

Now the value stream map was drawn manually, but in the future eVSM (electronic
value stream mapping) software tools could be used to give a quick and succinct
overview of the process, in other words show the biggest bottleneck areas. The
model would be dynamic - instead of static - which would help to see the proposed
improvements in real time. According to presented information the case company
should concentrate mostly on decreasing inappropriate processing and waiting of the

lean’s seven wastes.

6.2 A new claims management system

The old outdated claims management system is one main reason why prolongations
occur in the case company’s claims management process. Information transfers too
slow in it, companies do not send cost quotations in time in there, it is complicated to
use and it does not have all functionalities in one system. It is difficult to make
changes to the program. The system neither does give any notifications when
needed attachment has arrived to the case company, and besides it is the case
company’s own program that is not used anywhere else. Suppliers have to buy
licenses to the system only because they are working with the case company and
that causes extra costs for them. The system neither does give enough usable data
for example to assess suppliers’ performance.

There are several claims management systems on the market, and one of them is
MEPS, which will be presented next. It is already decided by the case company’s
managers that MEPS will be piloted in spring 2017 and this is why MEPS is
presented instead of Indmo or other systems. MEPS has brought a claims
management system on market to help all insurance companies. With the program



58

the case company’s own system could be replaced. MEPS is a market leader and
helps in building systems to streamline repair processes in vehicle and property
sectors (MEPS, 2016a). The new program would help a lot in many areas in the
future. MEPS makes cost controlling easier and helps in monitoring of what has been
done. In MEPS the orderer pays only of done work, not of the time consumed. Costs
and scope of the work is known already before starting the repair and it helps in
comparing different suppliers. (MEPS 2016b) This feature can also help to share
information to customers of their parts of the costs earlier. According to the interviews
sometimes customers had felt that they had not been informed about their parts of

the costs — in the future they could be.

There is no cost quotation program in the currently used system, but in MEPS is.
MEPS gives quick, reliable and fair cost quotations (MEPS 2016a). Giving cost
quotations is made easy in MEPS; there are over 56 000 work phase codes, over 8
000 material prices and personnel- and material transportation costs available, where
the supplier only needs to pick the right codes. Suppliers do not need to make
calculation estimates by themselves anymore. This cost quotation system would help
the case company and their suppliers a lot when all functionalities would be in one

system and not in several different systems as now.

If cost quotations were available in one or two days after requesting them, the total
process would become much faster; invoices could be paid straight away at the end
of the process. In the current situation when cost quotation has not been sent to the
case company and the work has had to be started, it has meant that the chosen
repair company may not have necessarily been the most cost effective supplier for
the case company. In MEPS giving cost quotations is made easy, which means that
it is easier possible to take offers from several companies and then choose the best
alternative, instead like in the current model when the first possible supplier is usually
chosen. According to the case company’s Group Manager tendering is very
important and it has been done way too little now. In the future when tendering is
made easier between suppliers it definitely should be done more. The case company
and customers would win with cost reductions and shorter process time and supplier

would win when they would get more cases.
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A big problem for the case company now has been the lack of data. As mentioned
earlier it is hard to improve something if it cannot be measured. From MEPS it is
possible to collect data for reporting, statistics and for KPI's, and time stamps are
available, unlike in the old system (MEPS 2016b). For example, if it were possible to
get data of which work phase has taken the longest time or longer time than on
average, it would be possible to find the main reason or reasons why the overall
process prolonged. This improvement would give the possibility to take out data of
the main reasons for prolongations and it the future put more resources to improve
those areas. This simple system would enable to get data to see for example if some
supplier is always performing more poorly than other suppliers and that way prolongs
the overall process, or it could give information if some supplier has often problems in
some specific area and efforts to improve that area could be increased. To get this
data also the supplier company or companies need to be marked into the data. All
data coming out from MEPS needs to be able to link to suppliers (in other words
company specific) so that the case company knows for example to whom to guide

works in the future.

MEPS also offers an auto-reply work tool. With this tool MEPS can automatically
send control requests for suppliers, give invoicing permission for repairs and accept
e-invoices. MEPS fastens the overall process also by providing the opportunity to
write down information in the system already at the work site, for example cost
quotations can be done in the repair place with a mobile device or tablet. This was
very important for many suppliers in the interviews. That way the calculation is more
accurate, comprehensive and specific, which helps in doing the total process easier.
(MEPS 2016d) To gain of this improvement it has to be ensured that workers have
needed devices to make markings in the program at worksites and they have to be
trained and encouraged to use the new program. MEPS is good for suppliers also
because they can invoice faster. MEPS helps in decreasing administrative costs
(MEPS 2016c).

MEPS will add communication and connect all parties tighter and more effectively
together. The current system is used mostly by the case company’s workers, but
MEPS can be used by the case company, suppliers and the customers. When an
injury has happened and been informed to the insurance company, the customer
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gets an automatic link to the program. This way he or she can follow in real time how
the claims process is proceeding and all parties can exchange information easier and
faster. With MEPS the case company can help suppliers in reporting when all
information is in one system and easy available. Suppliers can get time and money
savings through common communication platform and effective tools for repair
process planning (MEPS 2016a). MEPS helps in communication and information
sharing when telling among other things both parties how big are repair costs, what
have the case company’s claims handlers decided and if the renovation is in
schedule.

One more improvement that is good in the new claims management system MEPS s,
that it gives a notification for the case company’s claims handlers always when a
missing attachment, message, or other information is sent to the case company. That
way the claims handler knows to continue handling the case. This way time is not
wasted anymore on checking cases that has not proceeded and those cases that can
be continued can be handled straight away. This will make the total process time
shorter.

6.3 Sourcing decisions

The case company’s insurance repair supplies are domestic and local because of the
nature of the supplies. The case company’s repair supplies are concrete services
that cannot be bought from abroad and not from far away. Many repair cases are
only some hundred euros’ cases, so to keep the costs in control repair workforce has
to come from near. In local sourcing the risks are higher, especially regarding
availability. This is why more nationwide suppliers are needed. Besides developing
relationships with the current suppliers the case company should also try to find new
potentially nationwide suppliers. Best potential suppliers are suppliers who already
work nationwidely (even if it would be in some other category than repair projects, for
example in new building) and who are innovative and willing to find new solutions.
One example is Lehto. They have nine offices in Finland stretching from Helsinki to
Oulu and they are an innovative building company (Lehto, 2017). More potentially
nationwide suppliers should be mapped in the future.
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Even though in the actual repair work global sourcing cannot be used, it can be used
in the indirect sourcing. This is what is going to happen in the future if the case
company decides to replace their current system with MEPS. This means that the
case company would use a hybrid model in supplying in the future, if they supply
domestically and internationally. Hybrid model is clever to use since that way the
case company has wider offering of suppliers and they can find the best solutions for
their own needs. For example now when the case company has used the self-
developed claims management system, it has not been the best system available on

the markets. It is cleverer to outsource this kind of non-core functions.

The case company uses multiple sourcing. Its benefits are that it decreases
dependency and uncertainty, and continuity, availability and risk management are
ensured. It increases competition and it enables new innovations. But multiple
sourcing’s disadvantages are that a wider supply base requires more resources for
supply management and maintenance. Control and auditing is more challenging and
it causes possible low attractiveness of suppliers. (Kahkonen, 2016) To ensure that
important suppliers’ attractiveness does not drop, the case company needs to
develop deeper relationships with them. Deeper relationship can be achieved

through added communication and mutual win-win targets.

The case company should use multiple sourcing in the future too, but the amount of
suppliers should be reduced. A reduced supplier base enables closer relationship
and enhanced communication with suppliers, which gives the potential to succeed
together. It also improves efficiency in the supply management, and improves
supplier control and assessment. By reducing supply base, the case company also
increases attractiveness in the eyes of the suppliers and makes the case company a
more important customer for the supplier companies. However the aim is not a single
sourcing situation. Studies stress that everything should not be outsourced only to
one actor. There should always be two or more suppliers since competition drives
prices down and reduces supplier-risk when single-sourcing is not used (Chase,
Aquilano & Jacobs, 1998).
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6.4 Performance measures and supplier evaluation

Currently the minimum criteria to be a suitable supplier for the case company are the

following:

Has been working on building industry for at least two years

Experience in claims building or comparable know-how

Backgrounds are good and has taken care of social responsibilities

Risk factors/credit rating is on convenient level (Suomen Asiakastieto Oy)

Has registered to Luotettava kumppani -service (Tilaajavastuu.fi)

2L o

Work is conducted with own resources, no subcontracting in building

works

By fulfilling these criteria some suppliers just have gotten more cases than the others,
and there are only few actions done to guide cases to certain suppliers. In the future
the preferable suppliers need to be evaluated and improve the guidance process.
Even though now in the beginning suppliers must be chosen only based on their
amount of cases they have done to the case company and geographical location, in
the future supplier selection should be based on better measures based on adding
customer-value. To find suppliers they have to be measured.

According to theory, single performance measures were not recommended because
of their non-inclusiveness, but then again with multiple measures is important to pay
attention on not creating a too complex measurement system. There the risk was that
it puts the measuring in the center and results would be harder to interpret. There
were no specific meters mentioned that would be good for all companies, but there
was guided that measures should be in line with company’s objectives and strategy.
For the case company customers are the number one. Customers want low prices,
and fast and high-quality service. This means that at least measures have to
measure customer satisfaction, costs and lead-time. Also theory supports measuring
these aspects. According to Neely et al. (1995) usual measurement areas in
companies have been quality, time, cost and besides these, flexibility. Also Beamon
(1999) recommended to measure these areas. According to him there should be

resource measures to measure efficiency (for example costs), output measures to
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measure customer satisfaction (for example delivery times and customer satisfaction
surveys) and flexibility measures to measure ability to change to changing
environment. Based on the study’s theory and the case company’s objectives new
measures that the case company should take into use will be presented next. In the
future the case company should measure costs, delivery times, customer satisfaction
and flexibility. In the future suppliers should not be chosen only based on their
amount of cases. They should be evaluated and chosen based on meters that are
presented next.

6.4.1 Quality: Customer and supplier satisfaction surveys

Wang et al. (2004) presented examples of different quality meters. According to them
quality can be assessed for example through reliability, order accuracy, worker
standards, customer satisfaction and worker quality. In the study was chosen to use
only customer and supplier satisfaction surveys. Not to make the measurement
system too complex, the writer chose to measure supplier's quality only with
customer satisfaction surveys. The writer believes that all other customers’ quality
aspects are included in customer satisfaction surveys’ results. For example supplier’s
reliability or order accuracy should be reflected in customer satisfaction surveys’

results.

The case company sends customer satisfaction surveys already, but the problem is
that they do not give any usable data — at least for supplier evaluation. Some
suppliers have their own customer satisfaction surveys, but the case company should
not use them for supplier evaluation because they would not be comparable. At the
moment all of the case company’s customer satisfaction surveys regardless of the

claims department ask the same four questions:

1. How satisfied were you with the service as a whole?
2. Did you feel that your case was taken fast in control and your situation was
understood?

Did you get enough support and guidance to take care of your case?
How likely would you recommend the case company to your friends and family
based on the indemnity experience you got?
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To get usable data for different insurance departments, all departments should have
own customized customer satisfaction forms, so that right and needed information
can be collected. The base bottom can be the same, but it needs to be modified to
meet different departments’ requirements, so that it answers to areas that are
important for reaching certain departments’ objectives. In damage repair cases the
objective is to find the best suppliers. This is why at least one question concerning
supplier's work should be added to the survey, for example “How satisfied were you
with the repair company’s work?”. It is important for future supplier assessment and
development to know what or which companies conducted the work that the survey is
concerning. To know what company the answer is concerning a feature that links the
answers to the repair company that conducted the work should be added. This way
could be found if some companies always get better customer satisfaction results
than others and do actions based on the information in supplier selection. This way
can be assessed, which companies’ work has had the most and least satisfied

customers.

It would be good to make the questionnaires more detailed than at the moment, so
that it would be possible to find concrete improvement areas from them. It does not
help if customer answers that he or she is unhappy with the service, if it is not known
what caused the dissatisfaction. For example an open feedback area could be added.

Customer satisfaction surveys should be done during the whole process; in the
beginning, in the middle and at the end of the claims process. If it is done only at the
end and the total process is for example three months, customers do not remember
how it felt when the case taking control happened, was it good and fast or was there
some problems. It is still important to remember that customer satisfaction
questionnaires cannot be sent to same customers many times in a short period of
time or most of them do not like it or they do not answer to them. The questionnaires
should be short and easy to answer. Many companies use simple text message
surveys that they send to their customers now and then. In those customers only
need to quickly answer with one number to the questions the company sends. This
could be usable system for the case company too.
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Company customers’ customer satisfaction surveys are challenging. Big companies
can have many insurance cases going on same time, so if a questionnaire is sent,
they might answer to wrong case and then the information is not valid. This problem
could be solved for example with the help of MEPS. With the link that is provided to
customer it could direct customer to the right insurance case and then the customer
would know what case the survey is concerning. Another problem with companies
was that they often do not answer at all, but for that problem there is not much that
the case company can do.

Besides customer satisfaction surveys there should also be supplier satisfaction
surveys. When the aim is to improve the total claims management process together
with suppliers, it is important to know what the suppliers think about the case
company’s working models. Maybe they can see some improvement areas that are
not noticed from inside the case company or they might have new ideas of how they
do some things better with other insurance companies they work with. The supplier

satisfaction surveys are important to know which areas to improve in the future.

6.4.2 Lead-time

Now all workers in different process steps have their own targets. The process
should be rather unified. For example a cost handler at a supplier may reach her
personal target now by giving a cost calculations in two days, but if it takes five days
to get the information for her that a cost calculation is needed and three days to get
the cost calculation back to the case company, the total time that it takes for the cost
calculation to arrive to the case company is ten days (5+2+3=10), when it should be
two. By making unified targets people in different process phases cannot concentrate

anymore on their personal goals but the goals become shared.

The change for faster total process has to be pulled by the case company’s workers.
One idea how to ensure that processes stay on schedule could be that each case
would be nominated for one claims handler at the case company. He or she would be
in main responsibility of getting cost quotations and other needed information and
documents from suppliers and customers in time. Total process times could be

included in claims handlers’ yearly targets and the best results reached workers
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could be rewarded, or the whole team could be rewarded if the whole team reached
their targets. The time spent on repairing should be of course reduced away of the
results, because of the varying nature in them. To get reliable time stamp of different
process steps needs improved systems. MEPS could help in this problem. Also
suppliers would be rated based on these results. Faster suppliers would be preferred
suppliers in the future. Target times for different process phases were set in the case
company’s lean six sigma work. The targets are following:

Table 3. Target times for different process phases

Phase Time

Total time 45 days

Damage announcement - Information day | 1-2 days from the accident

Information day - Inspection order day 2h from customer’s contact

Order day - Inspection day 2 days, in Lapland 3 days
Inspection day - Reporting day 1 day
Reporting day - Solving day 1 day
Actual repairing time Varies

Finishing the repair - Paying the last bill |7 days

6.4.3 Cost

Currently there has not been much tendering between suppliers. Usually the first
company that has been suitable for the work has gotten the case for themselves and
no offers from other suppliers has been requested. As mentioned earlier this was
seen as an important improvement area according to the case company’s Group
Manager. With MEPS making offers becomes easier than in the current system, so if
the system is taken into use the case company’s workers should be advised to ask
more often offers. Anyhow asking and getting more offers does not guarantee
cheaper price level, it might have negative effects on the total process’s lead-time.
Cheaper total cost level for the case company could be gained in the long run if
guidance of the customers happens effectively to best suppliers with all the
performance measures presented in the study.
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To find best suppliers in the cost category, costs should be measured after
conducting the cases. Even though some suppliers would always give good offers,
the realized costs have to be measured as well. Those companies that stay or
undergo their costs announced in their offer should be preferred suppliers. This way

is avoided false offers where suppliers could give cheap prices that do not realize.

6.4.4 Flexibility

Flexible measures measure the ability to change to changing environment, but they
are often easier to assess through other measures. The results of flexibility can be
seen in results of customer satisfaction surveys and lead-times. For example if lead-
times and customer satisfaction surveys’ results improve, it means that the case

company has been able to improve its supplier management better and more flexible.

Flexibility of different suppliers can be assessed through the amount of cases they
have conducted during the measured time period. Those suppliers who have been
able to grow their amount of cases should be favored even more in the future and
rate them as preferred suppliers because they have been flexible. The aim is to grow
continually main suppliers’ case amounts by centralizing cases to them and hence
aim to less suppliers and better centralization of suppliers. This is mutually
benefitting - the suppliers’ companies can grow also. Little by little the companies
grow bigger and have more resources to grow. Ability to grow the amount of taken
cases have to be counted relatively, otherwise the big companies get an advantage
of this if the amounts are counted of absolute numbers.

6.4.5 Using the measurement system

As presented the measures will be quality through customer satisfaction surveys,
total lead-time, costs and flexibility through ability to grow. Results of different
measures should be assessed regularly, for example monthly to ensure fast reaction
ability to problem areas, just like NW3 did with their customer satisfaction surveys.
Based on the results the guidance of cases should happen automatically in the new
system in the future to the best performing suppliers. The ranking list of preferred
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suppliers could be updated for example every month. This new measurement system
should be tested now at least for two years to see if it starts to bring the wanted
results, but of course there can be made some small changes to meters if it seen
needed.

What is important in all performance measuring systems is that they have to be
comparable between different companies. This presented model is comparable
between all companies regardless of their size; all companies have the possibility to
improve their customer satisfaction, all companies have the possibility to stay in their
given offers, they can improve their lead-times and they all have the possibility take

more cases.

When the chosen measures were customer satisfaction surveys, costs, total lead-
time and ability to grow, it needs to be ensured that the measurement system brings
the wanted results by stressing the right measures more than others. For example if
price is stressed too much, some supplier might be preferred even they would have
very long lead-times and bad customer satisfaction results. As mentioned earlier, for
the case company customers are the most important. This means that first
companies should be assessed with customer satisfaction survey results. From those
suppliers should be chosen the best suppliers. Of those suppliers should be then
chosen the suppliers who have the best lead-times. Lead-time is put before costs
because fast lead-time increases customer satisfaction and because through fast
lead-time cost savings should be gained also. After having ranked suppliers based
on customer satisfaction surveys and lead-time comes ranking based on costs.
Ability to grow is the last criteria because through these criteria supplier’'s case
amounts should grow automatically when they are guided more cases. When
suppliers are assessed with all the four main measures the best suppliers win when
they get the most cases, customers win when they get the best service providers and
the case company wins with faster total process and reduced total costs.
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7. DISCUSSION AND CONCLUSIONS

The aim of the thesis was to find new ways how to improve the case company’s
claims management process and hence improve customer satisfaction. Several
improvement methods and ideas were presented in the theory and case examples.
The best and most useful ideas for the case company were collected and combined,
and presented as suggestions in the empirical part of the study. Suggestions based
besides the thesis’ theory and case examples also on the case company’s lean study,
meetings with supply and insurance managers, interviews and the writer’'s own vision.
In the next chapter are presented the main suggestions, whereupon conclusion and
limitations are presented, and finally future research directions are proposed.

71 Summary of the findings

Many problems and improvement suggestions have been presented in the thesis and
to sum up them a combined table of problems, suggestions, requirements for the
new system and reasons why these improvements are important are presented in
table 4. All issues presented in the table 4 have been presented already earlier in the
study. The suggestions aimed to answer to the case company’s most important
problem areas and create solutions that benefit all parties.
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Table 4. A combined table of problems, suggestions, requirements for the new

system and reasons why these improvements are important

Total process time

Too many work phases and work
phases are not handled during
one day

Educate claims handlers;
Improve processes, e.g. phone
calls; Mutual development with
suppliers; Map processes
regularly

Faster and more simple system;
eVSM

To decrease the amount of
workphases and time spent
between different workphases

No clear timetable targets

Timetable targets; Responsible
person from the case company
to each case. Informed to all
noteworthy suppliers.

Reliable time stamps

Cannot shirk responsibility;
Knows much of the project 2
information faster available

Lack of standardization

Precise and standardized work
instructions

Standardization

Fast and systematic process

Communication

Between the case company and
suppliers

Workshops/yearly phone
calls/reports; Clearly marked
contact persons from the case
company to the suppliers for
each project; Supplier page to
the new system where all
general information is

Reports available; Contact
person marked; Supplier page

Enhance buyer-supplier
relationships to promote
performance improvements;
Bring up problem areas and new
improvement ideas; Areal
suppliers know their targets and
previous year's results; Ensures
that the process does not
become too faceless; To get
answers fast when needed

From the case company or
suppliers to customers

Proactive process description to
the new system; Phone calls
(need documentation); Early cost
estimates; Early emphasizing of
depreciations; Clearly marked
contact person from the supplier
to the customer; Automatic
notifications to customers' e-
mails of new information in the
system

Information available for
customers; Documentation; Cost
calculation; Contact person from
supplier marked; Automatic e-
mails

To enhance customer
satisfaction and prepare them for
what is happening; To inform
customers better

From customers to the case
company or suppliers

Chat feature; Call requests;
Messages

Chat feature; Call requests;
Messages

To ensure that customers can
get easily in contact with the
case company or supplier
whenever needed

No measures, lack of data

Follow often

Company specific; Continuous
evaluation

For the case company and
suppliers; To ensure fast reaction
possibility

Customer satisfaction: Company
specific data, open feedback
area, question related to
supplier's performance, text
message surveys, supplier
satisfaction

Company specific; Continuous
evaluation

Gives more specific information;
Possibility to ask more often; To
know what areas the case
company should focus on

Lead-time: One claims handler in
main-responsibility of the whole
case; Yearly targets

Company specific; Continuous
evaluation; Reliable time stamps

To ensure that time targets are
reached

Cost: More offers; Guide cases
to the best suppliers effectively;
Assess based on how often stay
or undergo the given offer

Company specific; Continuous
evaluation

To gain cost savings

Flexibility: Grow the best
suppliers even more

Company specific; Continuous
evaluation

Centralization

No data why cases prolong

eVSM

Possible to connect to eVSM
software

Shows directly which phases
take the most time

Out-dated claims management
system

Meps or In4dmo

Automatization, standardization,
transparency, fastness

Automatization, standardization,
transparency, fastness

No follow-up system

Gives notifications

Gives notifications

To know when to check a certain
case again

Case company's own system

Replace with MEPS or In4mo

Universal system

To find the best system from the
market; Suppliers save money

Troublesome to use, and
changing information between
the case company and suppliers
is not fluent

Easy to use at worksites;
Reporting easier; All
functionalities in a same system;
Real-time information changing;
Documenting improves

Easy to use at worksites;
Reporting easier; All
functionalities in a same system;
Real time information changing;
Documenting improves

Fastens the total process; Gives
more information; Information
easier available

Hard to update

Easy to make updates (e.g.
pricing)

Easy to make updates (e.g.
pricing)

Improves the total process little
by little

Customers cannot use it

Customers can use it

Customers can use it

Adds customer satisfaction when
customers are informed better

Too many suppliers

Map more potentially nationwide
suppliers; Centralization

Performance evaluation to find
the best suppliers

To decrease supplier base;
Enhance relationships with the
fewer suppliers; Simplify supplier
management

Guidance of projects

Instructions comes from the
supply team to coordinators or
customers automatically via
systems based on the
performance measures

Suggests a supplier in certain
area

Decreases person related
relationships; Fastens the total
process; Guides cases to the
best suppliers

Billing is too inefficient

Financing from the case
company; Turn the billing
process reversed

More automatized billing process

Suppliers get their money on
time; Customers do not have to
stress about the money; The
case company gets interest
yields; Billing is not dependent
on customers anymore
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Problems in the table 4 are divided in seven areas; total process time,
communication, lack of measures and data, outdated claims management system,
too many suppliers, guidance of projects and billing. The total process time is the
main problem, but to solve that problem all other problem areas need to be solved
too - all of the six other problems affect on the total process time. The problem areas,
suggestions, requirements of the new system and reason why these improvements

are important are presented next.

7.1.1 Total process time

The total process time is the main problem. From the lean six sigma project and
value stream maps created in the study could be noticed that there are too many
work phases and work phases were not handled through during one day. These
problems could be mostly solved by making concrete improvements to process
phases (this requires closer studying of different process steps in the future - that is
to say mapping), and by educating claims handlers. Also mutual process developing
with suppliers is important. A feature that links the new system to an eVSM software
would be good in mapping. Second problem in the total process time was that no
clear timetable targets had been set nor informed to all suppliers. Precise targets
need to be set in the future for all process steps and they need to be informed to all
noteworthy suppliers (for example to all suppliers that do over ten cases per year to
the case company). To ensure that targets are reached for each project should be
nominated one claims handler who would be in main responsibility of the case’s lead-
time. Last problem area in this area was the lack of standardization. With precise and
standardized work instructions and working models the total process would become
faster and more systematic.

7.1.2 Communication

Communication between all parties had problems. Communication was seen
according to the study’s theory as the key variable to improved buyer-supplier
relationship. To add communication and improve this area with the biggest suppliers
- that is to say with the nationwide and potentially nationwide suppliers - the case
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company could organize for example workshops. Because the case company does
not have enough resources to organize workshops with all their suppliers, the add to
communication with the areal suppliers could be for example yearly phone calls.
Another add to communication could be automatically sent reports from the new
system to suppliers of the current and past situations and performance. Through
these added communication methods problem and improvement areas could easier
come up, suppliers would know what they are expected and how they have
performed. These also enhance the buyer-supplier relationships, which in the long
run should enhance suppliers’ performance. By meeting and contacting suppliers is
also ensured that the process does not become too faceless. Another problem
concerning communication between the case company and suppliers was that
suppliers complained that it is sometimes hard to get in contact with the case
company or they do not know who to contact. To solve this problem, it should be
possible to mark contact persons clearly to the new system, and for example a
supplier page could be created where all general information would read.

Communication to customers needs to be developed too. Proactive process
descriptions should be sent in the future both from the suppliers and from the case
company to customers - preferable in the new system. Also cost estimates and the
amount of depreciations should be informed to customers early enough. If the
customer does not have enough money to pay his or her part of the repair, the case
company could help with the new financing model that it used with the NW1 supplier.
There suppliers sell the case company’s repair finances. This way suppliers get their
money on time, customers do not have to stress about money and the case company

gets interest yields - everyone wins.

To enhance communication between customers and the case company or the
suppliers a chat feature would be good in the new system. Also possibility to leave
messages or call requests should be available. If and when calls are used it needs to
be ensured that they are documented so that everyone knows what has been
discussed. Besides these communication methods suppliers should clearly inform
customers their contact persons so that customers know who to contact if needed.
When new information is added to the systems an automatic e-mail should be sent to

customers. These enhancements require of the new system better documentation
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possibilities, early cost calculation estimates and automatic e-mails. When customers
feel that it is easy to communicate and change information customer satisfaction will

rise. Improved communication with all parties also enhances the total process time.

7.1.3 Lack of data, too many suppliers and guidance of cases

One very important improvement area is the measuring. Almost no measures have
been used at the case company nor data gathered. In the future data should be
gathered of four categories; of satisfaction surveys to customers and suppliers,
suppliers’ lead-time, cost and flexibility. All data needs to be company specific,
followed often and continuous evaluation should be done. Data needs to be reliable.
Customer satisfaction surveys should be developed to answer better to the case
company’s objectives. For example an open feedback area should be added to them
and at least one question related to suppliers’ performance should be added. Also
quick text message surveys could be good. In lead-time one claims handler should
be responsible for the total process time and it should be in his or her yearly targets
to ensure that targets are reached. In costs more offers should be requested and
suppliers should be assessed based on how often they undergo or stay in their offers.
Flexibility is measured by how well the suppliers can develop their activities. With
these measures all suppliers should be ranked continuously. The supply team should
ensure that the automatic guidance process works and guides cases to the best
performing suppliers. This would also solve the problems “Guidance of cases” and
“Too many suppliers”. This automatic guidance would amongst other things reduce
personal relationships from the processes, add transparency and enhance
centralization of suppliers. The case company’s coordinators should not be anymore
the people who decide which suppliers to use. Continuous evaluation ensures that
the best suppliers get the cases and in the long run this should affect on customer
satisfaction, lead-time and costs. Continuous evaluation also ensures a fast reaction

possibility.
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7.1.4 Billing

Additionally to these problems also billing was seen as a problem. The billing process
should be reversed. The bill should not circle anymore through the customer to the
case company, but it should be divided at the supplier and sent straight the
customer’s part to the customer and the case company’s part to the case company.
More automatization should also be added to the billing process.

7.1.5 The new system

As one can notice the presented improvement suggestions need many
improvements for the new claims management system. Besides the already
mentioned requirements there are some other needs too. If the new system is taken
in use it should fasten the process with a notification feature. The current system
does not give any notifications of new messages in the system. With the new system
suppliers would save money when they would not need to buy licenses to use the
current case company’s own system, the new system would also fasten the process
because it would be easier and faster to use, especially on worksites, and
information could be changed in real time. Also customers can use it. The new
system has all functionalities in one system and documenting should be better in it. It
should be ensured too that it is possible to make changes easily to the program, for

example to pricing. All these improvements fasten the overall process.

7.1.6 The widened conceptual framework

Now after presenting the development suggestions the conceptual framework can be
widened. The new framework is presented in Figure 7. Only the substance is
presented in the figure. The most relevant areas are marked in the figure with darker
background; systems, performance evaluation and communication. To improve the
total process from all parties’ perspective (in other words customers', the case
company's and suppliers'), everything starts of the case company's and suppliers'
mutual development. In mutual development is important to ensure that
communication between the case company and the suppliers is on good level and if

it is not, it needs to be developed (for example in this case through phone calls and
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workshops). Another important issue besides good communication is to ensure that
systems meet needed standards and if not, they need to be developed or updated.
Through good communication new improvement ideas can be found, and what is
also important is that with time trust can be achieved, which leads to mutual
commitment and hence to better supplier performance. To know which suppliers has
performed best, performance evaluation is needed to do. It will be done through the
four meters presented in the study; customer satisfaction, lead-time, costs and
flexibility. To be able to measure these dimensions a system that collects information
is needed - in this case MEPS. MEPS helps besides performance evaluation also to
improve communication systems and makes the total process more transparent and
enhances standardization. Through these improvements a faster, more systematic
and better total process is achieved, which leads to better customer satisfaction, cost
savings for the case company and gives more cases to the best performing suppliers
(and thus enhances also centralization). After these improvements the whole process
starts from the beginning again. Feedback to know what needs to be improved is
collected from customers and suppliers and hence mutual development is developed
even further. The model is based on lean, six sigma and SCM theories’ applications.

Feedback
Time and trust Mutual
between the buyer commitment
and suppliers

Improved
Better supplier customer
performance satisfaction

v Mutual
: .Lecn > development Cost
Six sigma == with savings for
SCM ==>| suppliers the buyer
)

More cases
to the best
suppliers

Feedback

Figure 7. The widened conceptual framework of the study: Continuous improvement

process

The Figure 7 can be applicable for other companies’ use also, but in designing it the
case company’s view was focal, and hence the model might be too company specific
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for general use. This is why more general suggestions to improve total processes are

summed up and presented next. The steps are following:

1. Develop buyer-supplier relationships through a good level of communication
- Adds commitment - Adds performance - Adds customer satisfaction and
makes cost savings

2. Measure suppliers' performance
- Prefer the best performing suppliers - Leads to centralization

3. Assess are systems meeting today's requirements
- If not, develop or update them

4. Collect feedback from customers and suppliers and continue development

based on the answers

7.2 Conclusions

Four most relevant development suggestions to improve the total process came up
during this thesis; systems, performance evaluation, communication and continuous
improvement process. Those are important aspects to think in any company when

improvements are done.

Firstly, systems need to follow today's standards. For the case company they did not,
and a new claims management system is needed. Without the new system almost
any of the proposed enhancements are not possible to be executed. The new system
will amongst other things enable collecting more, better quality data, which can be
used to rank and assess suppliers in the future, and it also enhances communication

and standardization.

Second improvement area that came up was the improvements to the measurement
system. When more and better quality data is available from the new claims
management system suppliers should be evaluated based on customer satisfaction,
lead-time, costs and flexibility and only the best suppliers used. This enhances also
the centralization of suppliers. In the performance evaluation area was also noticed
that customer satisfaction surveys need big improvements - at least they need to be
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modified to meet each department's needs and data gathered from them should be

company specific.

Third important development suggestion is to add communication. The theory
presented in the thesis advocates for creating deeper buyer-supplier relationships.
Added communication develops these and adds suppliers' commitment to the case
company. Eventually commitment enhances performance, which finally leads to

improved customer satisfaction.

Finally it is important to promote continuous improvements. Feedback should be
collected from customers and suppliers continually and make improvements based
on those answers. This way can be ensured that the competitive advantage is

maintained.

7.3 Limitations and suggestions for future studies

Improvements can be made anywhere in companies. This thesis proposed only
some ideas, because it aimed to answer quite specifically to the case company's
problems. Most important development areas for the case company's claims
management were according to the study the bad level of communication with
suppliers, outdated systems and the lack of performance measures and this is why
only these areas were mostly focused on.

Only five interviews were made for the study, because there was already a lot
internal information about the problem areas available. Of course more interviews
could have brought even more problem areas up or new improvement ideas could
have come up, but because the interviews gave quite similar answers between each
other so no need to make more interviews was seen. In the future when the
improvements are executed new interviews could be made to suppliers of how they
feel that the total process is working then and what further improvement areas they
see then.
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To know how claims processes are handled in other insurance companies would
have been interesting to know. Anyhow these issues are companies’ internal
information and can give a competitive advantage, and hence a competitor analysis
was not possible to be made. Other insurance companies would not have likely
shared their best practices for the thesis.

In the future it would be interesting to see how big savings the case company can
gain with these improvements. If the savings prove to be remarkable it would be
interesting to widen the study further to other problem areas and study what saving
opportunities could be found there. It would also be interesting to see what results
can be gained with these suggestions in other companies.
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APPENDICES

Appendix 1. Interview questions to suppliers

Asiakastyytyvaisyys

Miten asiakastyytyvaisyytta voisi mielestanne parantaa?

Miten kokonaisprosessia voisi mielestanne kehittaa, jotta saavutettaisiin
parempi asiakastyytyvaisyys?

Mita asioita olette tehneet parantaaksenne asiakastyytyvaisyytta?

Mittaatteko asiakastyytyvaisyytta? Mikali mittaatte millaisia tuloksia olette
saaneet? Mita asioita olette tehneet parantaaksenne tuloksia?

Miten kommunikaatiota asiakkaan suuntaan voisi kehittaa?

Mika osa prosessista toimii mielestdnne nyt parhaiten? Mitka tekijat ovat
johtaneet naihin hyviin tuloksiin?

Mika osa prosessista toimii mielestanne heikoiten? Miten tata kohtaa on pyritty
kehittamaan?

Mita digitaalisia tyokaluja olette nyt kayttaneet? MEPS, In4mo, tms.? Mita
hyvia ja huonoja puolia kayttamissanne tyokaluissa on mielestanne?

Yhteistyo kohdeyrityksen kanssa

Miten koette yhteistyon kohdeyrityksen kanssa talla hetkella? Mika nykyisessa
mallissa on toiminut ja mika ei?

Miten yhteistyota voisi mielestanne kehittaa?
Miten kommunikaatiota kohdeyrityksen ja teidan valilla voisi kehittaa?
Miten kokonaisprosessia voisi kehittaa yhteistyon kautta?

Mita syita naette siihen ettei suhde ole tahan mennessa kehittynyt
nykyista syvemmaksi?

Mita hyva yhteistydsuhde mielestanne vaatii?

Kuinka usein tapaatte kohdeyrityksen edustajia ja mista naissa tapaamisissa
on paaasiassa keskusteltu?



Appendix 2. Process steps of a real-life example case

Vahinko 31.12.
Netti (sahkdposti)
Vahingon vastaanotto
10 Vahinkokuvauksen lukeminen
5 Asiakastiedot
5 Vakuutustiedot
1 Vahingon siirto kirjattavaksi
2 Vahingon kirjaus
1 Vahingon siirto tydjonoon
1 Vahingon siirto kisittelijille
5 Vahingon haltuunottoviesti
5 Vahinko- ja vakuutustiedot muistioon
3 Vahinkoilmeituksen vastaanotto
1 Vahnkoilmoituksen siirto jarjestelmdan 1
1 Vahingon siirto tarkastuksen tydjonoon
Tarkastus
5 Vahinkoilmeituksen lukeminen
15 Soitto Vo:lle
10 Soitto Vo:lle
S Tilattu kartoitus jarjestelmalla 2
5 Tekstit jarjestelman 1 muistioon
1 Siirto kdsittelijalle
3 Vahingon tietojen lukeminen
1 Siirretty odotustilaan
Tarkastus vahinkopaikalla (Kumppani)
Kartoitusraportti laadittu
Jatkotyot

3 Kart.raportti siirretty jarjestelmaista 2 jarjestelmain 1

30 Soitto vo:lle jatkotdista
5 Jatkotyd merkitty jarjestelmain 2
5 Lisatiedot jarjestelmaan 1
1 Siirto kasittelijalle
5 Lisatiedot jirjestelmdan 1
5 Vahingon tietojen lukeminen
Korvauspdatos

31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
31.12.
2.1
2.1
2.1
2.1
2.1
2.1
5.1
5.1
7.1
7.1
8.1
8.1
14.1.
21.1.
21.1.
23.1.
23.1.
23.1.
23.1.
23.1.
23.1.
26.1.
26.1.

10 Asiakkaan soitto
1 Siirto jarjestelmassa 1 tarkastajalle
10 Vahingon tietojen lukeminen
30 Soitto asiakkaalle
1 Siirto jarjestelmissa 1 odotustilaan
15 Tarkastusajan sopiminen
180 Tarkastus vahinkopaikalla
10 Muistio merkinti jarjestelmadn 1
30 Sovittu kustannusraamit
5 Muistio merkinti jarjestelmain 1
30 Tarkastuskertomus jérjestelmaan 2
1 Siirto odotustilaan
10 Vahingon tietojen lukeminen
5 Merkinnit jirjestelmidn 1 muistoon
15 Soitto meklarille
5 Sihkopostin vastaanotto
5 Merkinnit jirjestelmin 1 muistioon
3 Tilinumeron pdivitys
10 Korvauksen maksaminen
2 Siirto tarkastajalle
10 Vahingon tietojen lukeminen
1 Siirto odotustilaan
5 Vahingon tietojen lukeminen
20 Laskun tarkistus
10 Hyviksyntd jarjestelmadn 1
1 Siirto kasittelijille
10 Vahingon tietojen lukeminen
10 Korvauksen maksaminen
5 Merkinnit jirjestelmian 1
1 Vahingon merkitseminen valmiiksi

yét edelleen keskenersisens jirjestelmssi 2

139 10h

26.1.



Appendix 3. Process steps in the example case’s optimal version

Vahinko 31.12.
Netti (sahkdposti) 31.12.
Vahingon vastaanotto
5 Vahinkokuvauksen lukeminen 31.12.
5 Asiakastiedot 31.12.
5 Vakuutustiedot 31.12.
20 Soitto asiakkaalle 31.12.
5 Vahinko- ja vakuutustiedot muistioon 31.12.
5 Kartoitustilaus 31.12.
10 Haltuunottoviesti isannoitsijalle 31.12.
5 Vahinkoilmoituksen vastaanotto 2.1.
2 Vahinkoilmoituksen siirto jarjestelmaan 1 2.1
15 Kartoitusraportin vastaanotto 5.1
Korvauspddtos 5.1.
30 Soitto isdnnoitsijille 5.1
5 Muistio merkinti jarjestelméan 1 5.1
10 Kustannusarvioin tarkistus 7.1
15 Korjauskustannusten sopiminen, soitto 7.1
10 Viesti isdnnoitsijalle 7.1
5 Muistomerkinta jarjestelmain 1 7.1
1 Siirto odotustilaan 7.1
5 Vahingon tietojen lukeminen 6.3
10 Kustannusten tarkistus/-arviointi 6.3
5 Korvauksen maksaminen 6.3
5 Vahingon merkinnat jarjestelmain 1 6.3
1 Vahingon merkitseminen valmiiksi 6.3
Korvaus asiakkaalle 10.3

173 3h



