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Introduction 

Recent developments in the insurance industry threaten the comfortable position of large 

incumbents. Spoiled by individualized products and services in almost every other aspect of 

their lives, customers have less patience for the slow and generic insurance experience. This 

disconnect has enabled start-ups to gain momentum. By focusing on niches, they can offer 

clients fast, individualized insurance solutions to meet their specific needs. Furthering this 

development are novel technology-driven insurance models that match emerging consumer 

trends. For example, some startups use objective indices to assess damage and offer 

instantaneous payouts. One such firm is Lemonade, a US-based insurance shooting star, who 

built its backend and customer service heavily on AI technology and concepts of behavioral 

economics. Leveraging cutting-edge digital technologies allows them to benefit from a much 

leaner and flatter organization, and therefore enables them to reduce costs per contract 

significantly compared to industry heavy weights. Trying to further dispel the malevolent 

reputation of insurance, Lemonade uses their underwriting earnings for nonprofits, rebranding 

insurance as something that offers social good whilst still being able to undercut the existing 

insurers prices.  

On the flipside, incumbents often struggle to compete with new entrants due to the 

embeddedness and costs attached to their legacy processes.  This is usually further mitigated 

by their risk averse organizational culture. Traditionally, insurance firms have been able to 

leverage synergies across their customer’s insurance needs. As one of our interviewees 

stated, “insurance is not something people are excited to go out and buy”, instead insurance 

firms have tried to make themselves as convenient to consumers as possible. Being a one 

stop shop for insurance coverage ranging from health, home and travel, amongst others, they 

have spent decades making their processes efficient and developing push strategies for 

products. This has resulted in bureaucratic, slow and hierarchical organizations. Furthermore, 

the insurance industry’s central premise is to insure against risk, which somewhat explains 

the culture that is most prevalent within incumbents: failure adverse, conservative, and 

diligent. The employees they attract also resonate with this, as the average tenure within 

incumbent firms is 20+ years.  

By comparison, new disruptors can be argued to embody the complete opposite. Utilizing a 

more entrepreneurial approach, they focus on constantly adapting their products to specific 
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customer needs.  Often doing so by leveraging an e-commerce1 approach paired with 

innovative revenue mechanisms that consumers value and have become accustomed to. 

Many new entrants are making use of the pay-per-use approach, whereby consumers are 

only insured for specific events. For example, Slice offers a pay-per-use policy for Uber and 

Lyft drivers that insures drivers from the moment they use the rideshare application until they 

turn it off. Through leveraging digital technologies, such firms become leaner and more 

reactive to consumer needs and, as mentioned previously, dramatically reduce their costs 

both internally and to their consumers. These new entrants therefore not only offer a threat to 

incumbents by encroaching on their markets but also by challenging the status quo of how 

insurance has been done for decades.  

Incumbents therefore face a dilemma: How should they transform their organizations to be 

more reactive to the disruptive pressures whilst also continuing to exploit their core? What 

history has taught us is that no incumbent is safe from the wake of disruption, no matter how 

strong their current sales or however large their market share. Disruptions can emerge from 

anywhere and more often than not, they do not come from the established industry players. 

This raises the question, what can be done by existing players to not only protect their core 

but also better enable them to compete against disruptors? 

As academic literature tells us, a promising option for firms may be to engage in business 

model innovation, whereby firms launch innovative businesses that are detached from the 

core but continue to leverage existing resources to directly address new customer needs. This 

has been exemplified by firms such as Apple and their iPod/iTunes, Nestle and the introduction 

of their Nespresso brand as well as Rolls Royce and their shift to pay-per-mile engines. 

However, these examples are not the norm, but exceptions from it. (The mere fact that 

business practitioners and teachers keep reusing the examples above, tells us that it is tough 

for large incumbents to do Business Model Innovation). In fact, for some firms the fear of 

cannibalizing their existing products may be just too great to even attempt it. Other firms do 

try, but their legacy structures impede the development of business models radically different 

from their existing ones. They have to take a potentially riskier route, transforming their 

entireties in order to shape the future of their industries. Recent studies have suggested that 

by reinventing their organizational practices, structures, and processes, and thereby breaking 

free from existing norms, firms can gain a significant and longer-lasting advantage. Such 

transformations can spur continuous business model innovation rather than simply generating 

 
1 Traditional products or services are delivered through online channels only, thus removing costs associated 
with running a physical branch infrastructure. Customers benefit from higher availability and convenience, 
while the company is able to integrate its sales and distribution with other internal processes. 
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product and technological innovations. However, management innovation of an entire 

organization is a considerable feat. To understand how this can be approached successfully, 

we explored the transformation of Signal Iduna in the face of the current struggles within the 

insurance industry. As a pioneer in the introduction of radical management innovation 

practices within the insurance industry, Signal Iduna offers learnings for others in a similar 

position. 

Only a few years ago, Signal Iduna was still very much a traditional German Insurance firm, 

with a history of over 110 years and close ties to organizations from trade, craft and commerce. 

Set up initially as a mutual insurance association, Signal Iduna is not publicly listed but owned 

by its members, which over the years enabled them to offer competitive prices. Since it’s 

conception the company had always operated with a traditional hierarchical structure, whereby 

employees worked in silos, which leveraged some synergies but also created a lot of excess 

administration, redundancies and overlap within the firm. Over time these bureaucratic 

additions resulted in increasingly greater costs per contract, making it ever more difficult for 

them to compete with others on price. Furthermore, as the company matured, the company 

placed more emphasis on their products rather than their customers. Therefore, despite still 

offering products that consumers needed, over time, somewhat unknowingly, the company’s 

interactions with consumers declined. The combination of bureaucratic process and the 

general high level of employee protection within Germany, made it difficult for Signal Iduna to 

change. Therefore – they realized a complete paradigm shift in the way they operate was 

necessary. 

From 2018 they decided to completely innovate their management practices in the hopes of 

becoming a disruptor themselves and get closer to their customers. The company embraced 

agile methodologies at scale, encouraging not only new ways of working but also demanding 

a complete mindset change from their 10 000 employees, ranging from product developers to 

lawyers to mail room operators. The company now leverages a fluid structure that constantly 

evolves. No longer does the company take on a top-down approach to decision making, 

instead autonomous squads seek novel opportunities in their specific challenge area and 

collaborate during sprint cycles to develop minimal viable products for their customers’ 

evolving needs. Inspired by Spotify’s organizational structure, the firm decided to implement 

tribes, squads and chapters as the foundation of their new structure. Squads are 

interdisciplinary teams consisting of 5-10 members who work on a clearly defined challenge. 

They are largely autonomous and function almost as a mini-start-up whereby they decide their 

own way of working. Tribes denote a group of squads working in related areas with matching 

KPIs and similar goals. Tribes function as incubators whereby the tribe leads supports each 
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squad and promotes collaboration. Finally, Chapters refer to employees of similar roles 

working within a similar area across tribe-borders. Each chapter meets regularly to work on 

specific challenges within their specialty, enabling learning to occur between squads. 

 

Figure 1: The New Organizational Structure of Signal Iduna 

This structure enables employees to benefit from aligned autonomy. Teams make their own 
decisions and follow targets that are either defined collectively or pre-defined by tribe leaders 

or senior management. This has enabled the firm to reduce an inflated hierarchical structure, 

particularly in terms of middle management. Furthermore, this new structure has allowed new 

types of employees to enter the organization as in total between 70-80 new profiles were 

added that did not exist before such as agile coaches who work closely with the tribe leads. 

Thereby further fostering a new more modern culture within the organization.  

This new structure has led to Signal Iduna not only better understanding their customer needs, 

but also becoming more attune with the industry trends and reduce time to market for new 

product developments. One of the first “Agile Journeys”, the pilots of the transformation, had 

the task of better understanding one of Signal Iduna’s core customer target groups. The 

company sent this pilot squad across the country to speak with countless bakers to better 

understand their current pain points and what they needed from their insurance. They quickly 
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found that bakers were often frustrated by road closures that deterred customers from coming 

to their stores. They stated that instead of giving them a payout they would prefer for their 

insurance to offer them a mobile shop for them to continue their business. Signal Iduna’s 

squad came back inspired and was able to offer them just that.  

Since implementing these new structures, processes and practices, Signal Iduna has already 

been able to see a number of significant changes within their organization. Previously 

departments would focus on one product, which would take roughly 18 months to bring to 

market as the team perfected it over that time. By better understanding their customers’ needs 

and using squads and sprints, Signal Iduna is able to bring certain products to market in only 

two months – with an average time-to-market between six and nine months. This new process 

integrates customers early into the product life cycle and focuses on offering them what they 

need rather than including unnecessary extras. Since the transformation started, firm 

performance has seen progressive growth in regard to premium income and overall firm 

profitability.   

Despite Signal Iduna’s newfound success, the road was not an easy one. After spending 

several months interviewing employees to better understand the challenges the company 

overcame during the transformation, we identified key success factors for managers to 

consider enabling management innovation at scale.  
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What are the key success factors to implement management 
innovation? 
 
MINDSET 

Changing the mindset of employees is a challenge in any context. Start-ups often struggle as 

they grow bigger, because increasing in size naturally increases bureaucracy and holacracy-

based cultures become difficult to maintain. Employees of large incumbents on the other hand 

often self-select into these firms because they expect a stable work-environment. Work 

processes and routines in such firms have usually been practiced the same way for decades. 

Hence, simply telling your employees to change their mindset is pointless – you must help 

them learn it themselves.  

 

At Signal Iduna, this was achieved by providing learning opportunities for both the board and 

the employees. First, the board as the soon-to-be leaders of the transformation project, had 

to understand the importance of transforming the company. Signal Iduna had so far done fairly 

well, in an industry with still stable profits for the big players. On the initiative of the Chief 

Transformation Officer and his team, the board members experienced the speed of digitization 

and the aggressiveness of start-ups on trips to hotspots like Berlin. This helped to create a 

sense of urgency. Second, they had to believe that a mammoth transformation is possible 

even for a large incumbent. They visited firms who had already undergone a successful agile 

transformation – most of them “dinosaurs” like themselves. Experiencing this first-hand and 

talking to the managers involved meant that they felt confident enough to take the leap. 

 

On the other hand, the transformation office had to secure employee support for the project 

as well. One crucial tool were the Agile Journeys. These pilot project teams were staffed with 

a diverse set of interested employees and tried to find novel solutions for a specific customer 

group, of course using agile work methods. Some of the participants went on to form squads 

within the new organizational structure – some returned to their old jobs. It was imperative to 

include people from different parts of the organization in the Journeys. Employees reported 

that their participation helped them to, first, understand the advantages of agilization and, 

second, gave them different perspectives and tools to work on projects, even when they “only” 

returned to their previous job. Naturally, this kind of mindset change does not happen 

overnight. Changing the organisational structure to this extent meant that employees had to 

take on more responsibility than before – and their managers had to let them have it.  
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On top of this, sourcing talent from outside the organization can of course act as an accelerant 

to the change in mindset. 

 
By drastically changing the context people work in, existing preconceptions are challenged, 

opening the door to a completely different way to work. Exploitation-centered processes can 

be broken up and the opportunity for truly explorative behavior arises. At Signal Iduna, it was 

not just young employees or newly recruited personnel showing initiative. Once able to take 

on more responsibility and feeling a certain level of trust, any type of employee can be part of 

a successful transformation process towards more innovative behavior. 

 
“EMPHASIZING THE RELEVANCE” 

Arguably with any type of innovation or radical change within the firm, it is important that the 

leadership team is standing behind the project. However, when a firm alters its internal 

processes instead of simply changing its product range, this becomes even more relevant. 

The outcomes of such transformations are less visible and not as easily measurable or 

attributable to a specific team or department. In the eyes of the customer, changes are not 

readily observable. Even if novel products result from management innovation, the causal 

relationship is typically not obvious. It becomes easy to dismiss it as “just another management 

initiative”.  
 
There are a number of ways in which this issue can be approached. Signal Iduna focused on 

two measures. First, ensuring that all board members implement the new agile methods in 

their own daily work. Board members received special introduction to and training in agile work 

methods. They also each got an agile coach that they would work with on a regular basis. 

Additionally, the reporting and meeting structures were amended to accommodate the new 

organizational structure. For example, instead of yearly, lengthy strategy reviews, a quarterly 

business review and frequent updates were implemented. Second, the Transformation Officer 

and his team also aimed to increase the communication to and interaction with employees. 

Through info breakfasts and live Q&A sessions, the board kept in touch with employees and 

thereby emphasized the relevance of this project. When boards are more extensively 

communicating changes to employees, this increases the credibility of the overall message 

and employees' willingness to join the transformation.  

It is also crucial to be inclusive in this communication. If only a selected circle is involved and 

can get access to workshops and information – how do you expect everyone to pull along? 

Another important aspect of an internal communication strategy should be to not just 

communicate to employees, but with them. This means that questions in employee Q&A 

sessions should be reflected on and be taken seriously. It also means to do regular employee 
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surveys to understand both their satisfaction with and their understanding of the 

transformation. 

 

Despite not having a burning platform, it is important to ensure everyone is aware of the 

impending change and how you as an organization can shape the future of the industry. Often 

those at the top of the organization are more out of tune of the realities than those who work 

closely with the customers on a daily basis. Starting with the top not only allows board 

members to serve as role models of the firm but helps them to communicate the potential risk 

of not transforming. Once they are on board it is important to ensure that this same message 

is shared across the organization rapidly.  

 

BALANCING OLD AND NEW 

When an organizational system is being changed, it is easy for things to fall through the cracks. 

Adjusting processes usually means changing the division of labor and the authority 

mechanisms connected to it. On top of that, as tasks are interdependent, failing to transfer a 

task to the new structure can result in a domino effect. This is certainly one reason why many 

firms take on such transformations at a slow pace. A second issue results from the 

organization being divided into two parts, one where innovative processes and tools will be 

implemented and one where things stay as they are. This division can create frictions between 

employees because of different standing in the organization, different compensation 

agreements or simply because it is unclear how the new structure will benefit the organization 

as a whole. 

Signal Iduna faced a great headwind when they transformed their company. However, this 

was self-inflicted and based on the conscious decision to move multiple departments to the 

new structure simultaneously, instead of slowly transforming small parts of the organization. 

They managed to overcome this challenge in two ways.  

First, it is crucial to keep score of each task. As tasks often get shuffled around and end up in 

completely different departments, either top management needs to keep track of them or 

middle managers need to coordinate. Management needs to ensure that it is always clear 

which employee or team is responsible for which task. In the beginning, in a phase of 

transition, this can mean that employees will have to devote part of their time to responsibilities 

dating back to their old job. While certainly not ideal, this can also help to avoid frustration in 

those parts of the organization not yet involved in the transformation. 
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Second, it can be helpful to actively include employees in the transformation journey even if 

they might return to their old job. Signal Iduna sourced people for the Agile Journeys from very 

different departments and positions – fully aware that not all will be part of the soon-to-be agile 

squads, tribes and chapters. This helped to increase the support for the transformation 

throughout the organization. It also helped employees understand why some tasks can be 

more easily transferred to the new working style than others.  

When taking on management innovation, it is imperative to make the time to assess the old 

structure on a task level, carefully considering the interdependence of tasks. Managers should 

take note of the tasks that are transferred to the new structure and those that are not. The 

latter might be redundant and thus offer an opportunity to slim down the hierarchy. If those 

tasks are indeed still needed, clear responsibilities need to be assigned. Additionally, 

management should focus on increasing awareness of the transformation among those 

affected because “upstream” tasks are transferred and the nature of task delivery might 

change as a result. These measures can alleviate some of the tensions arising both on the 

processual level and the personal level. 
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Conclusion  

Undertaking a complete management innovation is no easy feat for any firm, especially when 

you have over 10,000 employees and 100 years of legacy behind you. Signal Iduna’s bold 

steps to become more agile, symbolizes the importance for incumbents to make the necessary 

changes within their organization framework to address threats by dynamic, agile and reactive 

competitors. The struggles they faced along their journey highlight the wide-ranging 

implications of changing organizational processes. Their solutions to overcome those 

challenges show that leaflet campaigns and CEO speeches do not suffice to implement such 

radical change. Instead a holistic approach of management innovation needs to be taken that 

in turn lays the foundation for successful business model innovation. These processes not 

only require endurance and active, whole-hearted support by top management, but need to 

be iterated, developed and implemented in tandem. Dictating change and failing to include 

key stakeholders will prolong any process of change and harvest resistance instead of 

support.  

Despite Signal Iduna’s great strides in their transformation journey, they are still in the process 

of transforming their entire organization and intend to be fully agile by 2023. We hope that by 

highlighting Signal Iduna’s best practices, we may inspire others who plan to embark on such 

a journey.  
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