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ROD TRAVERS    /      EXECUTIVE VICE PRESIDENT     /     rod_travers@renolan.com

THE TIMES THEY ARE A-CHANGIN’

Thirty-one years ago, Steve Jobs introduced the Macintosh at 
an Apple shareholders meeting by reciting lyrics from the song 
The Times They Are A-Changin’. It was great theater, and it turns 
out he wasn’t exaggerating; personal computers have dramatical-

ly changed the world. To bring that into perspective, just imagine your life today 
without personal computers and their evolutionary cousins such as smartphones 
and tablets. 
 Now we’re living through another dramatic shift. This one is much bigger and 
more pervasive than personal computers. The “Internet of Things” refers to the 
mind-bogglingly vast network of assorted devices that connect and exchange data 
of every imaginable kind. This network is made up of ten billion objects and is 
growing unabated, yet it is still considered an “emerging” phenomenon. The IoT 
is weaving its way into our world, and it’s steadily changing just about everything. 
Consider the model suggested by technologist John Parkinson which describes the 
IoT’s connectivity among and impact on people, vehicles, homes, towns, com-
merce, and industry.* If you’ve ever used Google Maps to check on a traffic jam, 
then you know firsthand how the IoT is impacting everyday life. 
 Health insurers are using near real-time data to foster wellness and to calibrate 
health plan features for better outcomes.  Get ready — life spans will continue to 
increase. Banks are rethinking products and service models, including the role of 
branches. How often do you visit a branch?  More importantly, why do you? Insur-
ers are confronting entirely new risk paradigms such as cyber threats, usage-based 
coverages, and “hacked” automobiles.  These weren’t conceivable before the IoT. 
The upshot is, these industries are in for major change, and we must stay ahead of 
it. We have to anticipate it, make informed decisions, and adapt rapidly. These are 
the kinds of challenges the Nolan team truly enjoys tackling and solving.
 In this edition of The Nolan Newsletter, my colleagues share their insights on 
critical issues facing health plans, insurers, and banks. Many of these issues are 
being driven by or are greatly impacted by the “Internet of Things.” The times they 
are a-changin’.

* www.venturebeat.com/2015/08/23/iot-mapped-the-emerging-landscape-of-smart-things
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 A s an analytics practitioner, I am struck by the essential 
practices used by Thomas Edison and Henry Ford. These titans 
of industry undertook major initiatives, launched from the con-
fines of their 21-acre winter estate in Ft. Myers, Florida, by first 
starting with strategy and then insightfully blending operations 

and analytics with resources to get results. Along the way, they avoided the typical 
pitfalls of rigid practice, misapplied skills, and poorly framed problems that stall or 
sink well-intended efforts.
 Edison and Ford selected their projects strategically, applying critical thought 
but not dictating method. Ford, who was a process innovator and who revolu-
tionized factory assembly lines, did not impose rigid process on his friend and 
neighbor Edison. Edison, the inventive genius, used a methodical approach incor-
porating data and observations that led to great insights spawning life-changing 
products. Many of today’s analytics programs could benefit from their approaches.
 A case in point was their search for a source of synthetic rubber that could be 
grown quickly in the U.S. This effort started during World War I and took a decade 
to complete. Ford needed a reliable source of rubber for tires so he could make and 
sell more cars (strategic value). Edison was concerned about the supply of rubber, 
so essential to commerce, being threatened by war (critical issue). Their quest for 
a solution started with known types of trees that might produce synthetic rubber, 
which in turn led to others (data and resources). Then they teamed up with Harvey 
Firestone (external resources) who happened to make tires. That’s the right way to 
apply analytics: start with a critical strategic issue, assemble the data, and analyze 
the data looking for insights into what might yield value/desired results. Compa-
nies often need external sources of data, information, and resources (like Harvey 
Firestone) for successful projects. In this example, the experimental work was done 
in the industrialists’ Ft. Myers, Florida laboratories (akin to building predictive 
models), and promising results were sent to Edison’s “Invention Factory” in West 
Orange, New Jersey for rollout (imbedding models into operations).
 What doesn’t work in analytics today? In short, it’s not the analytics compo-
nents of tools and people; it’s the ability to set all that in motion in a way that 

THOMAS EDISON AND HENRY FORD: 

ANALYTICS TITANS?
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yields the sought after value. Consider these:

 •  Treating analytics like traditional systems development. While objectives, 
scope, requirements, design, data, and project management are all essential 
components (follow a process), in an analytics project they are arranged 
differently with different emphasis and timing (think with data). Issue, data, 
insights, models, and implementation are more the order of the day in  
analytics.

 •  Improper framing; not managing time; knowing when you’re done. A com-
pany can spend far too much time perfecting a model with little incremental 
value. It can also give up too soon or too late when it doesn’t have the effort 
framed appropriately.

 •  Cultural norms that don’t support a different way of working…or thinking. 
You have to be willing to take risks. And knowing when to plow ahead or 
cut the cord is a key skill…and an art.

 What does work in analytics today is a blend of art and science. The science 
rests with clear strategic direction for the analytics program along with projects 
enabled by a focused structure of people, governance, and implementation capabil-
ities and tools. The art centers around a supportive culture that respects data and 
uses different measures of success, picking the right projects, and knowing when 
you are done. 
 A recent case in point: We worked with a client that had all the essential 
components yet few results; they knew what they wanted but not how to get it. We 
evaluated their current-state analytics program using Nolan’s Analytics Maturity 
Model, which incorporates best practices of both art and science on a maturity 
curve. We then helped them design their future-state analytics program including 
governance, organization, process, and an implementation roadmap. We mapped 
in-flight projects into the new process, and we worked with their team on how to 
proceed with completion.
 The key components of this engagement blended art and science, and set the 
program in motion:

 •  Best practices process design: Nolan tailored the future-state process to the 
client’s business needs and expected capabilities, and tested it using the 
client’s unresolved advanced/predictive analytics opportunities.

 •  Governance: We recommended a two-tier governance structure consisting of 
an executive level and a working level. This structure emphasizes business 
ownership while developing much-needed business skills.

 •  Organizational design: A simple organizational structure was implemented 
to link business operations with the operational analytics unit to raise the

(continued)
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AND AN ART.



   quality and relevance of all analytics activities…data scientists don’t natural-
ly sprout in an organization; the environment has to be created.

 •  Operating practices: A set of operating practices were designed to help inte-
grate the business owners into the process.

 •  Opportunity map: A list of all opportunities were evaluated and mapped 
into the new process, with recommendations on a “Go/No Go” decision, and 
suggested steps for completing each project.

 •  Implementation roadmap: All recommendations and opportunities were 
prioritized for implementation, including resource and sequencing and 
dependencies.

 •  Overcoming barriers to implementation: Identifying and removing im-
plementation roadblocks is essential for success. In this client’s case, data 
governance and data management were key items to address. Also, analytics 
practices and processes along with skills and resource availability had to be 
upgraded. Importantly, the culture was also identified as a key stumbling 
block: risk averse while striving for perfection at the expense of realized 
value.

 This project created valuable impacts for our client, including:

 •  Significant improvements in operational results from building and embed-
ding predictive analytics models into business processes.

 •  Increased value received from basic analytics across all business units.
 •  An organization embracing an evolving culture that increasingly gains in-

sight and value from analytics.

 Undertaking a successful analytics project starts with recognizing two basic 
truths: An old Chinese proverb holds “If you don’t know where you’re going, any 
road will do.” And in Managing the Software Process, author Watts Humphrey 
said, “If you don’t know where you are, a map won’t help.”
 If your analytics efforts aren’t delivering business impact, take action. Start with 
a critical issue, perhaps a stalled program or one that is gobbling resources but is 
not delivering value or saving time. Couple that with your vision of greater insight 
and value that only a successful analytics program can provide. Some companies 
also benchmark against peer companies who are driving business results with the 
aid of analytics. Now inventory and map your current processes, practices, data, 
tools, and staff against best practices to gauge where you are. Then implement the 
future-state that fits your unique environment and balances the art and science of 
analytics. Thomas Edison and Henry Ford would approve.
 I would appreciate hearing about your experiences with analytics. Please con-
tact me at craig_loughrige@renolan.com.

IF YOUR ANALYTICS EFFORTS AREN’T DELIVERING 
BUSINESS IMPACT, TAKE ACTION.
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NOLAN SPONSORING SPECIAL GUEST  

GEORGE W. BUSH AT IASA 2016

The Nolan Company is honored to sponsor special 

guest George W. Bush at the 2016 IASA Annual Confer-

ence and Business Show. 

 George W. Bush, the 43rd President of the United 

States, was sworn into office on January 20, 2001, and 

served as Commander in Chief for two consecutive 

terms. Before his presidency, he served for six years 

as Governor of the State of Texas. The most significant 

event of President Bush’s tenure came on September 

11, 2001, when terrorists killed nearly 3,000 people 

on American soil. President Bush responded with a 

comprehensive strategy to protect the American people, 

including reforming the intelligence community and 

establishing new institutions like the Department of 

Homeland Security. He built global coalitions to remove violent regimes in Afghanistan and 

Iraq that threatened America, liberating more than 50 million people from tyranny.

 Since leaving office, President Bush has returned to Texas, where he has focused on the 

George W. Bush Institute. The Bush Institute seeks to improve the human condition, and its 

work is based on the principles that have guided President Bush throughout his life: freedom 

is universal; each human life is precious; to whom much is given, much is required; and the 

marketplace is the best way to allocate resources.

 President Bush published his memoir, Decision Points, a personal and candid account of 

the most defining decisions of his personal life and presidency in the fall of 2010. 

 Join us in San Antonio on June 14, 2016 as we welcome George W. Bush to the IASA 

Annual Conference!

Visit www.iasa.org to learn more. Registration opens January 2016.



THE POWER OF PERSISTENCY

Health Plans are Gaining Competitive Advantage with  
Portfolio Management and Persistency Modeling

In the health insurance industry, due to the introduction of the 
Affordable Care Act (ACA), the age of consumer-driven health 
plan selection is upon us. Developing an understanding of  

exactly who your members are, what motivates them to remain with your health 
plan, and how to maintain and grow your medical book of business is critical.  
With more choice than ever before, and with individual members personally 
paying a larger percentage of their own healthcare costs, competition for mem-
bers among health plans has never been so intense.  You can’t simply rely on the 
long-held notion that says “The more products we sell a customer, the more likely 
they are to remain our customer.”  Instead, you must understand and control the 
underlying factors.
 Banks and insurance 
companies have realized that 
the more products a customer 
buys, the greater the chance 
the customer will persist. 
Healthcare companies are 
finding the same thing.  This 
requires creating a portfolio of 
products that work together to 
complement each other, retain 
customers, and enhance rele-
vance. These portfolios must 
appear as tightly integrated 
from the consumer’s point 
of view. Understanding the interplay between 
products and why customers purchase them is key to being able to price packages 
competitively and gain market advantage. Persistency measurement provides a 
basis for measuring the interaction between products. When combined with  
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retention and pricing models, it can help health plans predict and measure the 
impact of consumer behavior on the top and bottom line.  

Know Thy Members; Know Thy Self
The more you know about your members, the better you’ll be able to serve them, 
which in turn means you are more likely to earn their loyalty. Persistency modeling 
provides the pathway to this knowledge.
 Our research and experience using persistency modeling with major health 
plans shows that introducing ancillary benefits can increase persistency. The key is 
in understanding how, when, and where to add them. The size of the health plan, 
membership attributes, specific business channels, regional factors, timing, and 
types of ancillary benefits are all factors that must be considered.  Also, under-
standing the interaction between ancillary benefits and medical plans will help 
you determine which ancillary benefits are the best strategic fit for your lines of 
business. In the end, a relatively small investment in the right ancillary benefits can 
generate a surprising improvement in persistency.

Measuring Persistency and Modeling Retention
Ben Hunt-Davis is a former British competitive rower and Olympic champion. 
After years of disappointing results, his team (Team GB) decided to change its focus 
and approach things differently. They decided to focus on one simple goal, against 
which they would measure all future decisions. That goal was in the form of a sim-
ple question: “Will it make the boat go faster?”  They faced decisions about a wide 
range of things such as boat design, training, diet, racing apparel, shoes, or rowing 
technique. If the answer was “yes,” then whatever the team was considering would 
be accepted and pursued. If the answer was “no,” it would be scrapped as non-es-
sential. The result of this new approach was that Team GB won the gold medal for 
men’s 8+ team rowing at the 2000 Sydney Olympics. 
 Applying Hunt-Davis’ approach to the health insurance industry, persistency is 
the “boat,” and things that increase persistency “make the boat go faster.”  For 
health insurance, persistency is measured over a time period – typically one, two, 
three, and four years. The criteria for measurement is intuitive: Was the customer 
present at the beginning and at the end of the period? If the answer is yes, then the 
customer persisted. For other products, persistency is measured at different times. 
For example, a life carrier may be interested in 7- and 13-month persistency, to 
coincide with premium due dates.
 Every part of the value chain affects persistency, thus a laser-focus on potential 
impacts is critically important – just as in the Hunt-Davis example. Missteps in 
service, pricing, network operations, sales channel operations, etc., will end up 

(continued)
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decreasing persistency and driving up costs.  Conversely, strategic improvements in 
IT, digital platforms, service operations, broker enablement, and member outreach 
can all help improve persistency, which in turn significantly reduces operating 
costs and enables payers to pass on savings to their members.
 Retention models use 
statistics and financial 
inputs to quantify the 
impact of changes in 
persistency. Questions 
like “What is the impact 
of one percent additional 
retention on the enter-
prise in terms of Revenue, 
Contribution Margin, 
and Enrollment?” or 
“Which segments of our 
business have the lowest 
retention?”  Tracking and 
trending retention on a 
quarterly basis with a run-
ning 12-month snapshot 
can help executives make corrections and test whether or not strategic initiatives 
are moving the needle. 

The Need for Speed
A key advantage of persistency modeling, in addition to what it can contribute to 
business results, is the speed at which it can be deployed. Unlike other strategic 
initiatives and analytical efforts that can take months or even years to complete, a 
thorough and actionable persistency modeling analysis can be finished in a matter 
of weeks.  A properly designed program will:

 1. Build an in-depth profile of your book of medical business.
 2.  Identify specific factors in your medical business that impact member  

persistency.
 3.  Integrate your health plan’s product and enrollment data with industry data 

to create a model that quantifies how adding ancillary benefits will impact 
your top and bottom line.

BANKS AND INSURANCE COMPANIES HAVE REALIZED THAT 
THE MORE PRODUCTS A CUSTOMER BUYS, THE GREATER THE 

CHANCE THE CUSTOMER WILL PERSIST. HEALTHCARE  
COMPANIES ARE FINDING THE SAME THING.

Based on primary industry research conducted by 
The Nolan Company 2013 - 2015



 4.  Develop a strategic roadmap that defines which of your medical products to 
start with, which ancillary benefits to add first, and which sales channels are 
most appropriate.

 5.  Define the operating model required for integrating ancillary benefits into 
your organization.

 6.  Identify the ideal “build, buy, or partner” scenario for ancillary benefits spe-
cific to your organization’s needs.

 Health plans today are facing enormous challenges. In the post-ACA business 
environment, health insurers are under increased pressure to provide superior 
products and customer service while at the same time managing their operating 
costs and maintaining profitability. Fortunately, as the health insurance industry 
has changed, new strategic approaches to understanding, retaining, and building 
membership and profitability have evolved along with it.  Persistency modeling is 
an important tool for rapidly unlocking competitive advantage and creating market 
differentiation in today’s dynamic health insurance market. 
 I welcome your questions and comments about improving persistency.  Please 
contact me at tim_lauer@renolan.com.
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 Recently I worked with a client to analyze and solve some 
significant underwriting problems. Initially the company’s CEO 
was concerned because its loss ratios were higher than its peers’ 
loss ratios. As we often see in these situations, there was a lot 

of organizational noise about where the problems were. Prior to our involvement, 
they instituted some quick fixes and waited to see the results. But the CEO had 
lingering uncertainties: How do I know we’re getting better? Are we doing the right 
things? Are we doing what we say we’re doing?
 Most people rely on their management reporting systems to answer those ques-
tions, but those systems are usually looking in the rearview mirror. Others count 
on reinsurance reviews, but those only happen once a year and tend to focus on 
items of interest to the reinsurer. Furthermore, most reinsurers won’t be as blunt 
as an auditor — after all, a carrier is their customer. Managers tend to be too close 
to the action because they are fighting daily fires. They may form opinions from a 
limited set of transactions and cannot see the forest for the trees. These traditional 
approaches tend to fix one symptom at a time and tend to be reactionary or flavor-
of-the-month exercises. They don’t get deep enough to determine the underlying 
root causes. 
 We recommend a more strategic approach, and even then there are options. You 
can step back and analyze your processes from end to end, or you can jump to the 
end of the story and look at the finished product through an audit program. The 
important thing is to start somewhere — and start before your numbers go south. 
In a world of seemingly endless data, there is no substitute for looking inside an 
underwriting file. We’ve found that working backward from an audit or file level 
can be very informative, if you know what you’re looking for. In one situation, we 
found that underwriters were ordering additional credit information and spend-
ing time duplicating work that their predictive models were already doing. This 
showed us that the financial underwriting guidelines were never adjusted for life in 
a predictive modeling world. In another situation we found that the acceptable fre-
quency and loss ratio benchmarks were out of date and were improperly categoriz-
ing average and below-average risks to be above average. In that particular project 

PROTECTING YOUR BLIND SIDE

RAY MAZZOTTA    /     PRINCIPAL CONSULTANT     /    ray_mazzotta@renolan.com



we started down the path of looking at their audit program. What we uncovered, 
however, was a much broader set of issues. 

Sorting Out What Really Matters
A good audit program should identify trends, reveal process and communication 
breakdowns, and uncover causes (e.g. conflicting memoranda) and shine a light on 
them. In our experience, errors on the part of individuals do occur, but the bigger 
problems arise out of system failures in the service chain.
 For this project we built our approach on three principles: speed, simplicity, 
and focus. We asked our client to pick one important product line. We laid out a 
plan to quickly build an audit program for one line in a manner that could be repli-
cated for the remainder of their product line. Our workshops included management 
and front-line staff and began with one simple question: When you open up an 
underwriting file, what do you expect to see that tells you that the underwriter did 
a good job? 
 The subject matter experts then put everything on a whiteboard, developing 
an exhaustive laundry list. We then asked a second question: Can we get this list 
down to the items that really matter? We went through the list again and came to 
agreement on 11 items or attributes. Agents believe that underwriters have a bit of 
Lieutenant Columbo in their DNA — there’s always room for “one more question.” 
However, those same agents have often told me that we live in a “seven-question 
world” and people do not have the time to go through a laundry list of questions to 
write a piece of business. We got close.
 Next came the fun part. For each of these 11 attributes, we asked, “What is the 
standard we expect underwriters to apply?” This is where we saw some red faces. 
For some attributes there was quick consensus on the standard. On other attributes 
there were significant differences of opinion. For some, there were no standards at 
all. Our project now touched on something bigger: Who is responsible for setting 
the standards and policies for a product line? Although we had started down the 
path of installing an audit process, we ended up uncovering a broad set of issues 
regarding ownership of the staff product management function. Working with  
client management, this organizational weakness was addressed by creating desig-
nated leads for each product line.
 Armed with our new product line leads, we established the standards for all 11 
attributes. Keeping it simple, we assigned equal weight to each attribute. Now we 
had a methodology to score each file and aggregate the results at the department, 
product, manager, underwriter, and attribute levels. A new file review tool was 
then created for data capture.

(continued)

IN A WORLD OF SEEMINGLY ENDLESS DATA, THERE IS NO 
SUBSTITUTE FOR LOOKING INSIDE AN UNDERWRITING FILE.
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The Importance of Process
When embarking on an audit, you never know where the road is going to lead you. 
The following are a couple of examples of process issues uncovered on the journey. 

 •  Electronic work queues are somewhat abstract. In days gone by, we would 
pose as a quote or a policy and walk around the building through the various 
steps in the process. Today the circuit exists in cyberspace. Work travels by 
clicks and keystrokes but still goes through steps, changes hands, and gets 
stuck in bottlenecks. In our recent project, we conducted desk interviews 
with front-line staff asking questions such as; “Why do you have to look at 
that?” or “How often do you reject something because of that?” We found 
numerous small policies in the underwriters’ work queue where there was 
no value added by their involvement. Management wasn’t aware that these 
items were going to underwriters. New procedures were quickly implement-
ed so that these policies would go straight to the processing staff. This creat-
ed immediate capacity in the underwriting ranks. Upshot: Today’s electronic 
workloads can look like stick counts, and they don’t tell the whole story. 

 •  Another example is unnecessary referrals to management and an unintended 
blind spot. On this project we found that underwriters were responsible for 
performing an in-depth review of policies that fit a certain profile and deter-
mining whether corrective actions were needed. If the underwriter wanted to 
take action, he or she was required to have the manager approve the actions. 
Yet, managers rarely disagreed with the recommended actions. We suggested 
eliminating the bottleneck on the front end for those rare cases, and instead 
relying on their audit process to provide a back-end quality review. This 
change freed up both front-line and management capacity. Enough capacity 
was created in just a couple weeks to fund the resources for the entire audit 
process. The blind spot was that the underwriter could choose to take no ac-
tion, and no referral was required. Our suggestion was to include a random 
sampling of “no action” policies in their audit program. 

The Importance of Focus
The final phase of our project was to develop a plan to ensure the new audit 
program would be executed efficiently and reliably. This is where the principle of 
focus took center stage. Our recommended approach created focus by identifying 
the subject(s) to be audited, defining when it will be reviewed, and dedicating 
resources to conduct the audit. To achieve consistent, reliable results, reviews 
should be conducted in a finite time period by dedicated resources that will not be 
interrupted or distracted by other demands. We helped our client design a calendar 
that would enable them to conduct the audit and, very importantly, allow sufficient 
breathing room for staff to absorb the findings and implement corrective actions. 
The calendar included developing a heat map that identifies the most critical prod-
uct lines or geographies to be examined as well as scheduling the three stages of an 
audit: the prep phase, the execution phase, and the recommendations phase. We 



TO ACHIEVE CONSISTENT, RELIABLE RESULTS, REVIEWS 
SHOULD BE CONDUCTED IN A FINITE TIME PERIOD BY  

DEDICATED RESOURCES THAT WILL NOT BE INTERRUPTED 
OR DISTRACTED BY OTHER DEMANDS.

recommended an annual calendar with “white space” for the unexpected. Through 
this planning process our client was able to schedule resources, line up SMEs and 
management personnel, and communicate the plan to staff up front.

Managing Barriers
One barrier for audits is that they are sometimes viewed as a lack of trust in the 
front-line staff. At Nolan we believe that a well-designed audit program analyzes 
the whole process — not just an individual — and is focused on identifying the 
aggregate performance of the underwriting function. Another barrier to the audit 
process is time. Everyone’s too busy. For this client we overcame that barrier by 
keeping it simple, establishing a workable annual schedule of audits, and uncover-
ing things through the initial audit that could be eliminated. We avoided the “fear 
of gotcha” by involving front-line staff working side by side with management on 
performing the audit, and in turn, we eliminated the typical “we-they” thinking.  

Results Matter
This project delivered immediate benefits.

 •  Knowing the “11 Things That Matter” field, UWs are now able to cover gaps 
in the renewal process and eliminate file handling by a second downstream.

 •  Small policies now bypass the underwriters’ work queues, speeding cycle 
times and decreasing underwriter workloads.

 •  A systematic audit process is in place with quantifiable results showing 
which attributes require clarification or additional training.

 •  Focusing on what matters is bringing clarity and consistency, resulting in 
more capacity and higher quality. 

 With this recent project example as a backdrop, here are some things to con- 
sider for your underwriting process. 

 •  Technology and predictive modeling are transforming our business. The 
concepts of “straight-through-processing” and “exception underwriting” are 
increasing the need for a reliable validation process. You want to know that 
the risks passing through your screens are what you think they are. 

 •  As underwriters, we’re wired to internalize underwriting discipline. How- 
ever, productivity pressures, automation, and increased analytics can lull 
some into putting more emphasis on processing than decision making. Do 
you want someone handling exceptions with a processing mindset?

 •  Today, with technology and modeling, underwriters are able to carry signifi-
cantly higher caseloads. However, what has been removed from their work 

(continued)
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WE BELIEVE THAT A WELL-DESIGNED AUDIT PROGRAM  
ANALYZES THE WHOLE PROCESS — NOT JUST AN INDIVIDUAL 

— AND IS FOCUSED ON IDENTIFYING THE AGGREGATE  
PERFORMANCE OF THE UNDERWRITING FUNCTION.

   queues are the easy ones. Now they get a steady diet of “exceptions.” What 
criteria are they using to “clear” exceptions?

 •  Have your agents figured out how to bypass the system? Is there now a need 
to think about an audit process or sampling methodology for your distribu-
tion partners?

 •  Underwriting is a dynamic discipline; so is the discipline of managing the 
underwriting function.

Protect Your Blind Spot
What’s the best way to make sure you have your blind spot covered?

 •  Stay neutral. Oftentimes we let bias become reality. Don’t be afraid to test 
an assumption. You know what happens when you make an assumption.

 •  Be systematic. Develop an annual heat map and plan the calendar. Sit down 
with your team and ask questions such as, “What haven’t we looked at in 
a while? What segment is growing rapidly? Where have we had changes 
in our staff? Where have we had changes in our agency plant? What new 
underwriting initiatives have we launched recently?” Don’t be afraid to ask 
questions that may give you answers you don’t want to hear.

 •  Be transparent. Make the audit process part of everyday routine versus 
a special event. Communicate the plan, the evaluation criteria, and the 
purpose of the review. Include staff where possible in the process and the 
reviews. Give people the chance to see file reviews, and allow them to come 
back to the auditor with corrections. Reviewers sometimes overlook things. 
This step helps increase buy-in and credibility.

 •  Be clear and concise. Audit reports can become tedious and recount every 
deficiency found. You are looking for trends and system-wide weaknesses, 
not one-offs. Get to the point and say, “Here’s what we’re doing well, here 
are the two or three things we must do better, and this is how we plan to fix 
it.” Quick and direct is easier for people to absorb and adopt.

 Everyone has a blind spot. A solid system of checks and balances that supple-
ments your management information systems can protect your blind side. Rolling 
up your sleeves and diving into the actual files adds a qualitative dimension that 
information systems cannot reproduce. More importantly you get a first-hand look 
into what is really going on. The old adage still applies, “Trust, but verify.”
 I welcome your questions and comments about this article. Please contact me at 
ray_mazzotta@renolan.com.
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BRANCH CHANNEL EFFECTIVENESS:

ONE SIZE DOESN’T FIT ALL 

ROBERT GRASING     /    PRESIDENT     /     bob_grasing@renolan.com

 A recent BAI report indicates that the future in branching fa-
vors banks with a dense footprint and large market share. There 
are also studies suggesting that branch profitability is more stra-
tegic when achieving density in markets with a growing popula-
tion and increasing household income. Yet this is all within the 

current environment of lower branch transactions and shifts in consumer behaviors 
toward mobile/online banking.
 Add to that the shadow of the Pacific Rim and Europe which have been check-
less for the past decade. The top ten banks in the United States are fully aware of 
the profitability benefits in a checkless environment since they all have internation-
al networks. Branch profitability is much more complex than just looking at larger 
branch networks since the profit driver is typically the deposit size within each 
branch and the asset growth from the overall network. 
 Here’s the issue: Policy, process, systems integration, cross training, and 
marketing all have a significant impact on branch channel performance, just as 
branch density and market share do.  Community banks are refocusing on making 
the branch experience ideal for their customers. Yet the larger challenge in today’s 
tech-driven consumer environment is to deliver that “ideal experience” equal-
ly across all channels including the internet, contact centers, cash management 
services, ATMs, and crossover among business bankers and consumer specialists.  
Banks are challenged in making that service delivery consistent due to the lack of 
systems and process integration. And there are additional factors impacting service 
such as the lack of automated underwriting. Forty minutes in a branch to get a 
loan is hard to justify when the indirect loan environment takes only minutes, and 
many banks offer web-based processes that take far less time. 
 The imperative for every bank is to analyze their unique market and opera- 
tional factors and develop a strategic plan for their branch network. Studies suggest 
that as a nation we have far too many branches considering the mobile technology 
trends. Where will your bank be in three to five years, and how will you take ad-
vantage of the macro and micro conditions to drive improvement? There are many 
improvement opportunities today, as Nolan’s Bank Performance Study indicates. 
Your vision of the future will drive where to start and which actions to take.



 Insurers are encountering a new level of sophistication with mo-
bile users and technologies. Much like the rapid maturity of web 
technologies years ago, mobile technology is rapidly evolving to-
day. Perhaps you are tackling a Mobile 2.0 strategy, or maybe you 

are just getting started with mobile. Either way, here are a few things to consider as 
you define your strategy and implement capabilities:

 •  Why is this important?  Consumers are becoming more accustomed to, and 
more dependent on, mobile technologies. Satisfying today’s customers is 
arguably less critical than attracting and retaining tomorrow’s best customers 
(and agents), who will be mobile cognoscente. They are likely to be better 
risks, more productive, and, in turn, more profitable. Beyond customers and 
agents, with things like mobile-enabled cars, weather preparedness, home 
monitoring systems, data aggregation, and dozens of other mobile tie-ins, 
you need to be in the game now.

 •  Users: When designing mobile capabilities, think first about the audience. 
Policyholders need a set of functionality geared toward consumer interac-
tions. Agents need different functionality, with a higher degree of sophisti-
cation around inquiry and transaction support. Employees likely need an 
even richer set of functionality along with a robust security model. Take 
the time to define what will be most valuable and impactful for each type 
of mobile user. Ask them what they are looking for, which may require first 
educating them on the possibilities. Use an agile approach to demonstrating 
mock-up capabilities to help you confirm priorities. Is what you are offer-
ing going to make things easier and more convenient for each user type? 
Business stakeholders (e.g. Claims leaders, Service Operations leaders, head 
of Agency, etc.) should be accountable for decisions about features relevant 
to their functional areas. While you may already have gone through such an 
exercise, consider how much has changed in just the past 12 months with 
mobile technologies. Is it time for a refresher?

 •  Think Big, Start Small: As you begin introducing mobile capabilities, again I
   suggest taking an agile approach. Deploy basic functionality first. Then add 

TACKLING THE NEXT WAVE OF MOBILE

ROD TRAVERS   /     EXECUTIVE VICE PRESIDENT     /    rod_travers@renolan.com
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capabilities as resources allow and user demands warrant. Include a simple 
comment mechanism – along the lines of a “like/don’t like” vote for existing 
functions (or desired features). Don’t waste time and resources on features 
that users don’t want.

 •  Security and Privacy: Security considerations will have a major impact 
on design and platform specifications. How much information should be 
made available and to whom? Other industries, particularly banking, have 
solved many of the fundamental security issues, at least for now. You don’t 
have to reinvent the wheel, but all the business stakeholders (not just I.T.) 
must understand the security landscape and the risks. Yet don’t let security 
considerations stand in the way of your mobile deployment. Instead, limit 
your risk by limiting the amount of information that is in the mobile realm 
and by adopting security measures that have already been proven effective 
elsewhere (e.g. banking, payments, airlines, etc.).  And put plans in place in 
the event of a data or security breach; no security model is infallible. 

 •  Devices:  You can’t dictate to consumers what devices they should use. They 
will float from phone to tablet to laptop and back. They’ll use Apple and 
Android. They’ll use Wi-Fi and cellular data and so on. Design your strategy 
around the desired user experience, then figure out how (or if) to deploy all 
aspects of that design in the mobile realm.  

 Mobile functionality is becoming increasingly important for capturing customer 
brand loyalty. It’s not about the technology — it’s about the customer experience. 
Whether you’re in the mobile game already or just getting started, put the customer 
first as you develop or renew your strategy. And be prepared for rapid change as 
the mobile realm is moving very quickly. Your policyholders and employees will 
let you know if you’re getting it right.

A version of this article appears in the September 2015 ITAPro magazine.

MOBILE FUNCTIONALITY IS BECOMING INCREASINGLY  
IMPORTANT FOR CAPTURING CUSTOMER BRAND LOYALTY. 

IT’S NOT ABOUT THE TECHNOLOGY — IT’S ABOUT THE  
CUSTOMER EXPERIENCE.
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 In the National Football League it is often said, “If you have two 
quarterbacks, you don’t have any.”  In business, sometimes we see 
companies with 15 or 20 strategic objectives built into an annual 
plan.  How any company can focus on more than three to five critical 

objectives is beyond me.  That isn’t strategic planning, that’s a wish list. No doubt some 
will defend such plans by pointing out “the three or four key ones.”  To that I say, “Fo-
cus on those three or four!” 
 Right now, companies are starting to develop next year’s grand plans. Meanwhile 
this year’s plans are being evaluated for what is going right, what needs greater attention 
and resources, and what business developments have arisen that require course correc-
tions.  Act now to make those course corrections, while beginning to craft those three 
or four key objectives for next year.  Some of those may be continuing from last year, 
which is a good thing. It means your broad strategic plan has a healthy time horizon.
 Looking ahead, what are the market trends, competitive threats, talent requirements, 
disruptive innovation, and other factors you must solve for? What are the longer-term 
operational changes you must address to improve business performance (e.g. technol-
ogy, process, organization design, new products, divestitures, etc.)? When I say “lon-
ger-term” consider this: Netflix recently announced it has nearly completed its five-year 
plan of eliminating all data centers from their company — everything is outsourced and 
in the cloud. Keep in mind that Netflix is a content-delivery company, yet they don’t 
own any IT infrastructure!  Now there’s a transformative strategic plan that was put into 
action.
 Don’t “go through the motions” with your strategic plan.  Strategy should translate 
to action and business impact in a tangible, predictable way as in the Netflix example.  
Yes, there will be risky bets which sometimes lead to missteps. But the mark of a great 
team and great leaders is how they call and manage “Peyton Manning audibles” to 
adjust the play when something unexpected comes up.
 As you embark on your annual planning process, ask your team to “keep it real.” 
What are those few things that matter most? Trust your gut and verify with analysis. As-
sign individual accountability for progress and results.  Be prepared to call an audible.  
Great teams create their own “luck,” and that formula is exactly how they do it.

STRATEGY IS NOT A WISH LIST 

DENNIS SULLIVAN     /     CHAIRMAN & CEO     /     dennis_sullivan@renolan.com
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Follow us:

NOLAN EVENTS

P&C Industry Day 2015 | October 22, 2015 | Macon, GA

Nolan’s Steve Discher and Michael Murdock will be presenting at P&C Industry Day pre- 

sented by the Middle Georgia CPCU Society in Macon, GA. They will be speaking on the 

topic of Applied Analytics: Successful Case Studies from the Insurance Industry.

– https://middlegeorgia.cpcusociety.org

PCI Executive Roundtable Seminar | February 14-16, 2016 | Orlando, FL

Nolan is pleased to again sponsor the opening reception for this annual event in Orlando, 

Florida. Chairman and CEO, Dennis Sullivan and Executive Vice President, Steve Discher 

will be onsite for the event.

– www.pciaa.net 

IASA Annual Conference | June 12-15, 2016 | San Antonio, TX 

The Nolan Company is honored to sponsor special guest George W. Bush at the 2016 IASA 

Annual Conference and Business Show. 

– http://www.iasa.org

Farm Bureau Insurance Operations Conference | October 16-19, 2016 | Savannah, GA

Nolan is pleased to be a sponsor at this annual event. The event brings together insurance 

operations from Farm Bureaus across the country. The 2016 conference is being hosted by 

Georgia Farm Bureau.
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