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A relatively new firm — Guidewire in this instance — can and did take the lead position in
the minds of insurance company respondents. Whether the company can hold that
position depends largely on its go-to-market strategies and actions, those of its existing
competitors, and those of still newer companies that may be on a fast track to bring
their products to market and earn their spot at the head of the curve.

- Insure TopTech Awards 2007 (Networking News)
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GUIDEWIRE (A): SPRINTING TO SUCCESS
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GUIDEWIRE (B): THE CORPORATE SPRINT
Case Synopsis

John Seybold and his partners founded Guidewire in 2001, a difficult year for the software industry. Compounding their problems, they decided they wanted to develop enterprise software for insurance providers, an industry that none of the founders knew. Figuring out how to run a software company in the post-bubble environment, learning the unique needs of insurers, and convincing conservative insurance companies to buy from a startup as opposed to an established player like IBM or Oracle would require a novel approach. They had no idea how they were going to simultaneously address these three problems. And then Seybold and his colleagues discovered Scrum.

	Copyright © 2008 by IMD - International Institute for Management Development, Lausanne, Switzerland. Not to be used or reproduced without written permission directly from IMD.


Use

At IMD, the case is used in MBA and executive programs to offer participants insight into topics that include:
· entrepreneurship

· alternative organization models

· incentives, rewards and feedback

· leadership

· project management

· creating new product

· customer-centricity

· software

· insurance

The case has been used in sessions ranging from one to four hours. We provide timings for a two-and-a-half-hour session below, but those timings can be collapsed by removing questions and topics, and can be extended by turning buzz groups
 into formal study groups with report-outs.
Timing for a 2½-Hour Session
	Time
	Action

	0:00 – 0:10
	Intro:

	0:10 – 0:15
	Would you buy from Guidewire if you were a large insurer (why and why not)? (Board 1)

	0:15 – 0:25
	Would you want to work for Guidewire (why and why not)? (Board 2) What are the benefits of Scrum to the organization?

	0:25 – 0:35
	Can someone describe the Scrum process to the group? (Board 3)

	0:35 – 0:40
	What are some of the risks of Scrum? (Board Center right)

	0:40 – 0:45
	Buzz: How would you move Guidewire ahead if you were Seybold?

	0:45 – 1:00
	Debrief on how Guidewire should move ahead

	1:00 – 1:30
	Hand out (B) – read then take a break

	1:30 – 1:40
	Were you surprised to see Guidewire press on with Scrum?

Were you surprised to see large organizations using scrum?

	1:40 – 1:45
	Buzz: How would you use this within your own organizations?

	1:45 – 2:25
	Dig out benefits and risks of Scrum in participants organizations

	2:25 – 2:30
	Close the session


Case Reading Questions

When I teach the case, I offer the following in the assignment: 
I think you will be fascinated to read (or listen to) the story of Guidewire, a firm that reorganizes every single month. The case is available in the usual paper/pdf format, but I also have an innovation to offer you. The case is available for you to listen to as a PodCast. This means you can download the case by cutting and pasting the link below into the window which opens from your iTunes subscribe button.

http://www.imd.ch/podcast/read/IMD-read_video.xml

Whether you read it or listen to it (you can also watch it – but the podcast is simply me reading the case), please consider the following questions:

1) What kind of manager will likely be successful at implementing Scrum?

2) Are there specific types of projects that would, or would not, be appropriate for Scrum?
3) What does an organization implicitly give up by implementing Scrum?

I look forward to discussing it with you.
Running the Session
I introduce this session with a brief discussion of enterprise software, and of exactly what Guidewire is trying to accomplish. It is useful for non-technical participants to know that even some of the largest insurance firms still run their businesses on mainframes that are 20 to 25 years old, and that the original creators of the software are long gone, so the systems are often delicate, difficult to use and impossible to change. 
I then start by asking for a show of hands to the question of “If you were a mainstream insurance company, would you want to buy software from Guidewire?” I always get a good split, and so I will ask some of the participants with their hands up and some of the participants with their hand down, why. This leads to a nice inventory of the benefits of Scrum to the customer, which usually includes most of the following points:

Benefits of Scrum to the Customer

· Build close connection between customer and product

· Have something functional immediately available to demonstrate to the customer

· Involve the customer in the customization process

· Enable the customer to approve or reject new features

· Provide a formal mechanism to be “customer-centric”
It is interesting to note that for some people these benefits are actually liabilities. And it is also useful to realize that not all customers are going to appreciate this process. However, the process does give Guidewire a point of very visible differentiation versus its very large but very traditionally structured competition, firms like Oracle and IBM.

Once that discussion is complete, I ask for a show of hands to the question, “Would you want to work for Guidewire?” Here too, I generally get a good split, and so I will ask some of the participants with their hands up and some of the participants with their hands down, why. This leads to a nice inventory of the benefits of Scrum to the employee, which usually includes most of the following points:

Benefits of Scrum to the Employee

· Autonomy

· Control over the process

· Sense of responsibility

· Clear accountability for performance

· Focus

· Ability to say no to “feature creep”

· Clarity of what is expected – what defines success or failure

· Encouragement to resolve team issues internally

· Flat management structure

· Ability to move between tasks and projects

· Give teams a sense of satisfaction (through focusing each month on something deliverable)

Here again, it is interesting to note that a point which is a benefit for one participant is actually a negative for another. And then it useful to expand the discussion to realize that not everyone is appropriate for a Scrum organization, and if I have time, I will ask participants for their views on what the characteristics are of people who perform well in a Scrum environment.

Following that, it is useful to note the benefits of Scrum to the organization as a whole so that participants can take stock of why it is that Seybold and his partners made the investment to implement a new organizational model. The list usually looks something like this.
Benefits of Scrum to the Organization

· Quick learning

· Facilitate easy adaptation to new information

· Offer management visibility into the process

· Flat organization (no middle management)

· Accommodate rapid priority changes

· Set structured checkpoints for reviewing process and teams

· Explore/create the emerging market in insurance software

· Rethink the business model as they learn

· Easily terminate “dead ends”

· Encourage communication as the organization grows

The important point to come away with here is that Scrum is ideal for an organization that needs to learn. This can fit nicely into a discussion of exploration (where Scrum is more likely to shine) versus exploitation (which might be more appropriate for a more traditional structure). 
How Scrum Actually Works

[image: image1.wmf]At this point in the session, it is useful to be sure participants really understand how Scrum works. As it is structurally different from the work contexts that most of them are familiar with, it can be hard to understand the specifics of the process. So I generally ask one of the participants to explain it to the group. Generally, I do not have to steer too much to get to something like the following:
From here, I then have a quick discussion about the risks of Scrum, and from there, I am ready to ask the group what they think Seybold should do. Though people ask if they can create a fourth option, all the solutions I have seen fall into one of the following three categories:
1. Move to a traditional management structure
2. Redesign Scrum
3. Continue working with the existing process
Of course, it is possible to conduct this portion as a buzz group, or as breakout/study groups. Either works well, but you naturally get more thoughtful responses. Regardless, the debrief will generally mange itself. I will ask one group to start by providing its solution with a rationale for the solution, and then I will let the other groups challenge it. I have yet to get a consensus in a room, where all the groups choose the same option, so there is always good discussion, and it does not fall to me.  If I need to, I throw in a question about how a given approach helps or hinders Guidewire’s likely potential to issue an IPO. 
Once I have several perspectives, I will hand out the B-case and give participants a break and a chance to read it.
Debriefing the B-Case

This is where I really have fun. No matter what the group – I always get someone who, during the first part of the session, will remark that Scrum is an interesting thing for small Silicon Valley companies, but there is no way that large, mainstream organizations could possibly do something like it.

Then of course in the B-case, participants are confronted with the fact that Guidewire has created more external users of Scrum at its mainstream insurer clients, than it has internal employees. It can be a real turning point in terms of how participants view the approach, and I use it as an opportunity to re-engage the participant who was cynical, asking him or her how these insurers make Scrum work within their large organizations. 
Guidewire Performance with Scrum
[image: image2.wmf]As I begin to wrap up the session, someone always asks how the company is doing. Guidewire is a private company and financial information on the firm is confidential. However, the firm has done well, and it can be useful to have some information from some of the industry analysts about Guidewire’s position and success in the industry.

[image: image3.wmf]Applying Scrum to Your Business

Particularly with executive audiences, it is useful to turn the question right around to apply to their own business. When doing so, I generally ask the following questions.

1. What would it take to implement Scrum in your organization?

2. If you did, where would the difficulty be?

3. If you did, where would the benefit be?

4. Is there a modification or specific element of this approach which may be relevant to your organization?

Even with a group of participants from the same company, I often get the full range of responses from “there is no way we could do this,” to “wow – this is exactly what we have been looking for.” As you debrief the various ideas and reactions, it can be useful to acknowledge that you do not have to adopt Scrum in its entirety to benefit from some of the ideas it embodies. And to help participants think about that, I put up a slide that helps them see a breakout of the various ways Scrum is different from a traditional organization. That can get people talking about where their current organizations could be improved, and which aspects of the Scrum process might be most useful to them.

How is this different from a traditional organization?

Reverses the direction of work assignment

· Instead of pushing work to teams, 

· Teams pull work and commit to what they can do

Formalizes the reprioritization process

· And makes it much easier to drop a project (we can get to it next month)

Provides a specific role for the customer in the process

· Customer adds priorities to the list

· Customer accepts deliverables at the end of the month

Formalizes the refinement process

· As GBU
 meetings are conducted monthly

· Also enables ability to implement solutions as teams are reshifted at the end of the month.
Why Scrum Works

There are many ways to wrap up this session. In general, I get very thoughtful responses and case studies around the answers to the four questions above, challenging participants to apply Scrum to their businesses. However, I have also found it highly impactful to take a step back for the wrap-up and talk about the psychology underlying the process from the employee’s perspective. I use some statistics from an interesting NBER working paper I found, below (Helliwell and Huang, 2005).
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More Scrum Resources

Book

Leffingwell, Dean. Scaling Software Agility: Best Practices for Large Enterprises. The Agile software development series. Upper Saddle River, NJ: Addison-Wesley, 2007. ISBN: 0-321-45819-2.
Video
Ken Schwaber, presenting at a Google TechTalk

video.google.com/videoplay?docid=-7230144396191025011 

Scrum sites

http://www.controlchaos.com/

http://www.agilealliance.org/

A Closing Thought from Ken

Ken Schwaber, who is in many ways the godfather of Scrum, offered the following quote after reviewing this case:

In the case study, most people will go for adopting Scrum and putting in another layer to help manage. What they will fail to grasp is that Scrum is just a framework. Most changes to the framework will make things less transparent, reduce self-management, and undermine what Guidewire is trying for.

People should compare an initial list of values and benefits that Guidewire is realizing through Scrum, against the impact of their recommendations to gain perspective on this. This will help them harness the potential of Scrum in their own organizations.

� A buzz group is an informal class discussion between participants lasting five to seven minutes, followed by a debrief.


� Good, bad, ugly.
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RATING

Strong

Negative Caution | Promising| Positive

Accenture (Caim Components)
CSC (Advanced Claims)

CSC (Exceed Claims)

Fiserv (Claims Workstation)

Guidew ire Softw are (ClaimCenter)
Innovation Group (IG Caims)
Insurity (Claims Decisions)

As of 30 March 2007
Source: Gartner
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[image: image6.jpg]What motivates you? Pay or happiness?

How much pay increase is equivalent to job satisfaction around
various job characteristics?

Job Characteristic Equivalent pay raise
Enough time to finish 11%
Using high skills 19%
Variety in your job 21%
Trust in management

? 36%

Helliwell & Huang, NBER Working Paper, Univ of British Columbia, November 2005
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