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rier to address performance deficiencies that might have taken
years to resolve otherwise.

Outsourcing does not necessarily or automatically lead to effi-
ciencies, of course. For example, one publicly traded company
outsourced much of its internal audit function in conjunction with
the advent of Sarbanes-Oxley legislation. The firm reasoned that
by relying on the expertise of a service provider, it would gain
access to greater knowledge and could lower its costs.
Unfortunately, the company found itself rehiring numerous for-
mer employees, now working for the outsourcer, at contract
rates that were much higher than the salaries it previously paid.
This scenario underscores the need to thoroughly examine the
cost basis before outsourcing an entire job function.

Some carriers as well as vendors have capitalized on offshore
outsourcing as a means of gaining access to large, emerging
markets such as India and China. In some cases, the companies
established subsidiaries in overseas locations and leveraged the
significantly lower labor costs to migrate job functions to loca-
tions where operational costs were reduced.

Many major hardware and software companies have used this
approach, and some argue that practice may be described more
accurately as job globalization or migration. Carriers that have
employed this technique tend to be quite large and have done so
as a means of establishing a local footprint in markets where
massive populations of potential customers live. As globalization
and outsourcing improve the standard of living and increase dis-
posable income in developing economies, carriers that have
established beachheads will be poised to grow there.

Insurers must carefully evaluate their business strategy to deter-
mine how they can achieve the greatest benefit from outsourcing.

Core capabilities that distinguish the carrier from its competitors
should remain in-house. In fact, carriers that have developed
strength and expertise in certain areas may consider offering
their own outsourcing services. Examples include health care
claims processing, distribution portals, and risk management
services. Ancillary services that are essential but similar to those
in common use by all insurers may be provided more cost effec-
tively by a service provider. Likely candidates are human
resources functions, IT operations, network support, and
employee benefits administration.

Identifying risks

The potential downside to an outsourcing arrangement can be
viewed in terms of customer attrition, reputation, financial, and
political and operational risk, to name just a few risks.

Companies that increase shareholder and/or policyholder value
by reducing costs through outsourcing may lose the support of
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The services provided by a true partner add value to
the company that they are supporting. Rarely is the
value of these services about only cost savings—and
those companies that settle for a lesser customer
experience, reduced product quality, loss of trans-
parency or control are never happy with the results.

There are a number of ways outsourcing services
can help insurers improve operations: focus, lever-
aged technology investment, scalability and speed
to market.

Outsourcing allows companies to focus on their core
business without the distraction of trying to do it all.
The right outsourcer can leverage technology invest-
ment to ensure all customers’ needs are met with
the most effective technologies and processes, thus
enabling low-volume small and mid-sized carriers to
benefit from the same high-end technology and
scalability as larger competitors. Finally, choosing
outsourcing rather than trying to build and maintain
everything in-house can help insurers achieve speed
to market with new products.

Commitment and experience
Trumbull Services’ committed and experienced
associates, optimized processes and advanced
technology stand behind a variety of business
processing services, including:

• Commercial and Personal Lines Policy
Administration for all 50 states

• Billing
• Subrogation – increased recovery and

decreased costs
• Workflow Management
• Content Management and Imaging
• Advanced Analytical Reporting
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