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

THE KING HAS BEEN PROMOTED

One of the more well-worn clichés in the business world is, 
“The Customer Is King.” I’m sorry to break the news, but that 
phrase is like Miami Vice and fax machines...it’s so ‘80s. The 
customer has in fact been promoted to Supreme Intergalactic 

Commander. Yet lots of companies – whole industries in some cases – somehow 
missed the memo and are blissfully serving customers in full ‘80s regalia, complete 
with impersonal service and outdated processes.  
 What has led to the big promotion?  In short, it’s a combination of innovative 
service designs, pervasive technology, and internet democracy. Customers routinely 
experience excellent service from every corner (for example, Uber, OnStar, Fedex), 
which automatically raises their expectations regardless of industry. Therefore, 
when a customer receives disappointing service, it really stands out. And unlike 
the ‘80s, it’s easy for customers to do something about it. Technology has made cus-
tomer allegiances fairly brittle…it’s easier now to switch to a competitor who has a 
better Yelp reputation. Or to post a scathing review. Or Both. Indeed, the customer 
is in supreme command.
 Delivering a superior customer experience is a powerful differentiator which 
drives growth and profitability. But designing that experience and delivering it con-
sistently is remarkably complex, especially in highly-regulated industries. We can 
attest to that, having designed many customer experience programs for insurers, 
health plans, and banks. Here are some guiding principles: 

 • Customer service is transactional; customer experience is strategic.
 •  Customers want an emotionally satisfying experience. Ironically, the core 

transaction can often be secondary to the overall experience. 
 •  Customer experiences happen within a design. It’s not just good faith, cul-

ture, process, technology, people…it’s all of those things and more.
 • Customers can be the source of innovation – listen carefully!

 The question of strategic importance is, what is your organization doing right 
now to evolve and deliver a satisfying and competitive customer experience?
 In this issue of Nolan Insights, the Nolan team shares our perspectives on cus-
tomer experience, the power of data, and more.  Enjoy!
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 The past few years have made clear that political organizations 
have become much more sophisticated in terms of leveraging 
“big data” and executing real-time, data-driven campaigns. In 
the same time period, life insurers have likewise been focused 
on big data and data-driven decision making, but they haven’t 

had the same level of success in extracting value. In fact, some life insurers might 
say, “While data may be the solution to some problems, in many cases data IS the 
problem.” Business leaders are asking, “Are our data capabilities better off than 
they were four years ago?”

Hope and Change
Traditionally, data has been considered technical in nature; hence, it has often 
become IT’s problem to figure out. In some cases, that has led to data becoming 
IT-centric. IT leaders are often heroic problem solvers, especially in the insurance 
industry. With today’s tools and robust data stores, IT can provide data in just 
about any form or frequency. But big data is not an IT responsibility. It is a business 
opportunity that should be led by business-unit leaders.

Ask Not What Your Data Architect/Scientist Can Do for You,  
Ask What You Can Do for Your Data Architect/Scientist
At its core, a life insurer is basically a relationship and data organization. Just as se-
nior leaders wouldn’t think of expecting the finance department to make branding 
decisions, asking IT to take sole responsibility for a strategic business asset such 
as data is just as risky – perhaps more so, because “big data” is much more than 
just data. It is data, analytical tools, and statistical techniques coupled with the 
technical skills to surface insightful correlations and patterns. And the holy grail 
of big data and analytics is the consumption of the data in various business context 
such as marketing (e.g. segmentation), underwriting (e.g. automated decisions), and 
claims (e.g. frequency and severity analysis).  
 In order to reach this value-added consumption stage, it is paramount that 
business stakeholders and IT partners “tear down the walls” and put data discus-
sions in a business-outcome context. Capitalizing on data in a specific business 
context or domain transforms it from data to insights, knowledge, and information 

SPEAK SOFTLY AND CARRY BIG DATA

RUSSEL SHAFER     /     PRINCIPAL CONSULTANT     /     russel_shafer@renolan.com
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for action. Business managers must lead that transformation process because they 
have the domain expertise and are ultimately accountable for making the critical 
business decisions. This combination of technical/science and management/art is 
the secret sauce around big data.

Read My Lips, No New Data Elements
One problem with data is a frequent focus on extremes. On one side, there can be 
too much of a good thing where data overload obscures information. In our experi-
ence working with hundreds of carriers, we often see data overkill. Insurance is a 
data-intensive business, and it’s all-too easy to “kitchen sink” data sourcing, focus-
ing on quantity versus quality and potential. On the flip side, some insurers have a 
minimalist approach – relying on the same sparse data year after year, even as rich 
new data is readily available. The best practice is a “less is more” model: use data 
from diverse sources (e.g. multi-product information) that has a direct correlation 
on the desired business outcome, and ignore the rest. Recalibrate yearly, if not more 
often, based on the availability of new data sources and on observed effectiveness 
of the data being used.  
 One source of impactful data that should figure into this regular recalibration is 
third-party data. Third-party data providers have a wealth of customer data (e.g.  
demographic and psychographic data) that can be appended to internal transaction-
al data, enabling deeper analysis. A powerful combination I have witnessed was 
bringing together a carrier’s product ownership data with a financial advisor’s CRM 
data and appending third-party affluence indicators. This provided the financial 
advisor with an excellent “flag” that there was a likely gap between their estimate 
of a client’s net worth and a client’s actual affluence. This prompted the financial 
advisor to dig deeper and develop a more comprehensive picture of their client, 
resulting in more business for the carrier and a stronger relationship between the 
financial advisor and client.

The Only Thing We Have to Fear is Not Realizing the Value in Data 
As innovators and new entrants continue to transform the life insurance industry 
and push into new business models, a lack of urgency and analytics-driven innova-
tion by incumbents is perilous. Stagnant P&C companies, many of which have been 
acquired, are examples of that peril. Here are some actions which can be taken to 
improve the business impact of data within an organization:

 1.  Data Quality: Ensure your in-house data is accurate and fresh. A good 
example of this is customer address data. Tremendous dollars are lost when 
materials or bills are sent to an incorrect address. Leverage address hygiene 
techniques and NCOA capabilities to keep your client address data fresh.

(continued)

INSURANCE IS A DATA-INTENSIVE BUSINESS, AND IT’S  
ALL-TOO EASY TO “KITCHEN SINK” DATA SOURCING,  

FOCUSING ON QUANTITY VERSUS QUALITY AND POTENTIAL.



 2.  Data Standardization: Create consistent data definitions and usage across
    the enterprise. You might be surprised how the definition of terms such as 

“household” or “production week” can vary within an organization. Is this 
happening in your company?  

 3.  Data Literacy: Encourage and enable data/analytics literacy in your orga-
nization. The old adage that “you can’t manage what you don’t measure” 
becomes meaningless if you don’t understand what you are measuring.   

 4.  Data Competency: Bring together enterprise-wide stakeholders. But you 
don’t have to jump right to a formal data/business intelligence center of  
excellence. Start with informal meetings with key business/IT partners 
where folks can start to share experiences and best practices.

 5.  Data Thought Leadership: If you are using third-party data, revisit the 
relationship you have with your data provider. Are you in a transactional 
relationship or a strategic partnership? A good partner will bring their indus-
try expertise to help you explore new and innovative ways to use your data 
assets to create value for your customers.

 6.  Data Innovation: Consider the data/analytics innovation you experience 
in other industries and with your own trading partners. How might that be 
relevant in the context of life insurance?

 No matter where an organization is on the maturity curve of data and analytics 
proficiency, there are opportunities for improvement. I welcome your questions 
and suggestions for making data and analytics even more impactful. Please drop 
me a line at russel_shafer@renolan.com.

A GOOD PARTNER WILL BRING THEIR INDUSTRY EXPERTISE 
TO HELP YOU EXPLORE NEW AND INNOVATIVE WAYS  

TO USE YOUR DATA ASSETS TO CREATE VALUE FOR  
YOUR CUSTOMERS.
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NOLAN SPONSORING SPECIAL GUEST  

GEORGE W. BUSH AT IASA 2016

Nolan is pleased to be a major sponsor of the 2016 IASA  

Conference, and we are honored to sponsor special guest 

George W. Bush. 

Hear from Nolan’s insurance industry experts as we  

participate in these events:

Monday, June 13 - 1:00 p.m.

COO Roundtable

The Future of Insurance Operations:

The Data Speaks

Speaker: Steve Discher

Monday, June 13 - 1:30 p.m.

Finance 2.0:

Evolution, Innovation, Business Impact (Session 102)

Speaker: Don Himes

Tuesday, June 14 - 8:00 a.m.

George W. Bush Introduction, Dennis Sullivan, Nolan Chairman & CEO

Tuesday, June 14 - 9:45 a.m.

Enhancing the Customer Experience:

Portal Strategy and Implementation (Session 374)

Moderator: Don Himes

Visit  www.iasa.org for more information about the 2016 IASA Annual Conference.



GETTING CLAIM COSTS UNDER CONTROL

The P&C industry is undergoing significant challenges with 
increased claim severity in liability and physical damage claims. 
These increases are outpacing inflation and rate adequacy. 
According to the Insurance Information Institute, in 2009 the 

average private passenger auto BI claim was $13,891. In 2014, that average grew to 
$16,640 – an increase of almost 20%. The private passenger auto collision loss ratio 
has risen from 67.7% in 2010 to 78.3% in 2015 – a 16% increase. The loss ratio can 
be adversely impacted by claim handling, underwriting, and rate inadequacy with 
claim leakage as a primary cause of 
loss ratio deterioration. 
 Although the severity trend is 
indeed a challenge, the good news is a 
quality-driven claim organization can 
take action to do something about it.

Back to Basics
A quality-driven claim organization 
can improve the loss ratio by up to 4 
points by getting back to basics – in 
other words, focusing on best prac-
tice technical and supervisory tactics 
which have a direct or indirect impact on the loss ratio. These tactics include 
applying fundamental claim skills in investigation, evaluation, and negotiations 
including comparative negligence; staffing and workload management; and imple-
menting comprehensive quality review processes.

Fundamental Claim Skills & Comparative Negligence
Placing too much emphasis on closure ratios can lead to overpayment of claims, 
thus increased severity. Claim personnel must be thoroughly trained and be 
effective in liability and damage evaluation to properly evaluate BI claims – under-
standing both objective (medical & wage claims) and subjective (pain & suffering) 
components in the evaluation process.
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 Understanding the impact of Comparative Negligence and applying it properly 
to liability claims (BI & PD) at the evaluation stage will improve results – reserves, 
authority reviews, and dispositions. There are three negligence doctrines which 
vary by state: Pure Comparative, Modified Comparative, and Contributory Negli-
gence – these doctrines indicate recovery for damages will be reduced by the per-
centage of fault attributable to each party. Under the Pure Comparative rule, a party 
can collect for damages even if they are 99% at fault. Most states have adopted the 
Modified Comparative rule which has two variations: the 50% rule and the 51% 
rule – meaning if you are 50% or 51% negligent, you will be barred from recovery. 
With the Contributory Negligence rule, injured parties may not collect damages if 
they are only 1% responsible for the accident. 
 We find that adjusters working in various jurisdictions are not always applying 
comparative negligence properly. Appropriately applying 15% - 20% of negligence 
on the adverse party will impact the loss ratio (for example, insured making a left 
turn in front of the adverse vehicle) vs. paying 100% to avoid confrontation with 
the claimant. If the adverse party is over 51% liable for the accident in a modified 
comparative negligence jurisdiction, the claim should be denied. If the adverse  
party is liable for the accident in a contributory negligence jurisdiction, a claim 
denial may be in order. 

Staffing & Workload Management
There is a direct correlation with adjuster workloads and positive claim outcomes. 
The higher the workload, the less time to conduct proper claim investigations (e.g. 
statements and photos), prepare quality damage appraisals, evaluate and negotiate 
claims effectively, provide good customer service, and properly manage reserves. 
A best practice is to conduct quarterly staffing analyses to evaluate workloads and 
trends. The best claim organizations have manageable caseloads with established 
workload ranges for claim personnel by exposures (not claim files).
 Span of control has a significant impact on a claim supervisor’s or manager’s 
ability to provide substantive and high-quality claim supervision. If the span of 
control is higher than six adjusters to one supervisor, quality is likely to suffer.

Quality Review & Reinspection Programs
Claim organizations require an effective claim audit process to properly evaluate 
claim trends at the adjuster, claim unit, office, and company level. A comprehen-
sive Quality Claim Review (Audit) Program using best practice categories (e.g. 
Contacts, Coverage, Investigation, Documentation, Evaluation, Disposition, File  
Development, Litigation Management, Expense Control, Recovery, and Supervi-
sion) should be a core function in every claim operation. The process should be 

(continued) 
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A QUALITY-DRIVEN CLAIM ORGANIZATION CAN  
IMPROVE THE LOSS RATIO BY UP TO 4 POINTS BY  

GETTING BACK TO BASICS
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supported by technology and be able to trend data at a very granular level using 
intuitive analytical tools. This data can then be used as a basis for training and 
development.
 An effective Reinspection Program for auto physical damage and property dam-
age claims is essential to manage APD/PD (and rental) costs. It doesn’t take much of 
a dollar impact per claim to deteriorate a loss ratio. 

Take Action
We recommend conducting an objective review of your claim organization to eval-
uate areas for improvement. Consider rating your claim organization in the follow-
ing areas:

 • Best practice claims handling and supervision
 • Liability and damage evaluation
 • Applying comparative negligence
 • Workload and span of control
 • Audit and reinspection
 • Training 

 You will find opportunities to reverse the increased severity trend by optimiz-
ing these important fundamentals in your organization.

A version of this article also appeared in Claims Journal online in March 2016

A COMPREHENSIVE QUALITY CLAIM REVIEW (AUDIT)  
PROGRAM USING BEST PRACTICE CATEGORIES SHOULD BE  

A CORE FUNCTION IN EVERY CLAIM OPERATION.
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CONFERENCE NEWS

PCI Executive Roundtable

Nolan is proud to be a sponsor of PCI’s annual Executive Roundtable. Nolan hosted 
a cocktail reception and sponsored two drawings which included a donation of 
$500 to each of the winner’s designated charities. Nolan Executive Vice President, 
Steve Discher, and Senior Vice President, Ed Fenwick, were pleased to present 
the prizes this year to Tim McCoy, Chief Financial Officer at Hochheim Prairie 
Insurance, and John Mullen, President & CEO at Direct General Insurance. The 
Nolan Company made donations on behalf of Tim and John to the charities of their 
choice. 

Congratulations to both our winners of this year’s drawings.

Tim McCoy 
Chief Financial Officer 

Hochheim Prairie Insurance

John Mullen 
President & CEO 

Direct General Insurance
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 For banks, the imperative of sustaining new business growth 
in both the retail and commercial sectors has more variables to 
manage than ever before. Many banks and credit unions have 
already redesigned their new business processes, resulting in 

simple and quick ways to get a loan or set up a deposit account. The digital world 
has brought in the Fintech cluster of competitors who use fresh approaches to 
appeal to younger retail and small business owners. They offer a digitally-opti-
mized approach to new business which can be accomplished at whatever time of 
day or night the customer wants, without visiting a bank facility. The Fintechs are 
also high-profile, relentlessly advertising “no hassle loans” far more frequently and 
prominently than traditional banks. In short, the competition is fierce. 
 One often overlooked factor that can thwart innovation is a bank’s inability 
to look inward and objectively evaluate their own new business processes from 
the standpoint of the customer. What are today’s expectations of clients who visit 
a branch to open up a new account? Is the customer experience quick and has-
sle-free? Symptoms we often see include: 

 •  Bank staff members must navigate through old forms and multiple inputs of 
the same information, which translates to customer inconvenience. Experi-
enced bank staff members who know the drill often create workarounds by 
writing down information that is repeatedly required. 

 •  Loan and deposit systems are not integrated, causing unnecessary re-entry 
of data. Typically, 75% of a bank’s small business and retail new business is 
with existing customers. Yet some banks cannot populate their new account 
input requirements with data from a CIF or a loan or deposit accounting 
system. 

 Where are you on the spectrum of competing for customer relationships by 
making their experiences quick, easy, and intuitive? One way to find out is to ask 
your customers. A simple three-question poll will tell you volumes, some of which 
you may not want to hear. If your new business is either stagnant or diminishing, 
then it’s time to take action to become that customer-friendly bank by today’s  

REINVENTING THE BANK CUSTOMER  

EXPERIENCE

ROBERT GRASING    /     PRESIDENT     /    bob_grasing@renolan.com



standards. Here are some action items to consider:

 •  Conduct a high-level analysis of your new business processes. Tally up the 
manual workarounds, data-entry bottlenecks, and steps that inconvenience 
customers. If you found any, that’s too many relative to today’s competition.

 •  Compare your time-service and digital-enablement to the Fintechs. Are you 
serving customers on their terms? Identify the one or two things you can 
fix now to improve your performance, and implement those using an agile 
approach (i.e. iteratively and rapidly).

 •  Benchmark your customer-facing technology to those of non-competitors 
such as Starbucks and Uber. Fair or not, those are your customers’ compara-
tors. Assign responsibility to specific individuals to close the gaps.

 •  Capitalize on social media to build awareness and invigorate your brand 
among next-generation customers. But don’t do this until your delivery capa-
bilities match your brand promises.

 If you are like many banks, you will find ample opportunities to improve. The 
hard part is making it happen, which takes urgency, objectivity, commitment, and 
the right resources. Meanwhile, the Fintechs are marching on.

WHERE ARE YOU ON THE SPECTRUM OF COMPETING FOR 
CUSTOMER RELATIONSHIPS BY MAKING THEIR EXPERIENCES 

QUICK, EASY, AND INTUITIVE?
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 We all receive too much junk email. But once in a great while, 
something hits a nerve and I open it. Last week I received one such 
article. The topic was “Zero-based budgeting: A return to the cor-
porate toolbox.”  Over the course of my career, I’ve seen this tired 

approach make at least three rounds in financial services. But I was intrigued because 
expense management is baked into everything we do Nolan. And it was refreshing not 
to see the words digital; innovation; new operating model; customer-centric, etc., gratu-
itously tacked on.  So I read the article; and, to my surprise, they actually got it right.
 Some people consider me a traditionalist, yet as a consultant I use my share of new-
age buzzwords. It goes with the territory. But this article addressed core concepts we 
use in every Nolan engagement: Do only the right things (streamline and eliminate the 
unnecessary); do things right the first time (focus on quality); and do things at the right 
cost (eliminate unnecessary cost).  If you follow these principles, it is amazing how 
often your results will exceed expectations.  It is about the fundamentals, despite the 
buzzwords: Innovation is fundamentally about finding a new and better way.  
Technology helps streamline and accelerate, ideally delivering a better product at a 
lower cost.
 Though I’m not always a fan of zero-based budgeting, it is a twist on one of those 
core principles: Improve design or delivery, and objectively question the cost of the 
change.  With today’s shift towards “all things digital,” companies are reinventing pro-
cesses – especially customer-facing processes – using connected technologies to provide 
“better, faster and cheaper” results.  But if your outcomes don’t achieve that holy trinity 
of continuous improvement, you are missing the fundamental objectives.  Speeding up 
a flawed process or business model just delivers bad results faster.
 At Nolan we use our proprietary tools to help clients implement digital solutions 
that truly differentiate while assuring those fundamentals of improvement.  Having 
conducted many such projects and refining our tools along the way, we are constantly 
reminded of a deceptively simple message: The upsides of digital transformation are 
huge, and if you aren’t implementing digital strategies right now, you’re falling behind 
your competition. But despite the buzzwords, “going digital” doesn’t change the funda-
mentals of improvement: do the right things, with high quality, at the right cost.

A BLAST FROM THE PAST 

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

NOLAN EVENTS

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

AASCIF Annual Conference | July 24-27, 2016 | Salt Lake City, UT

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

compensation funds from across the country. Members of the Nolan team will be onsite for 

this annual conference.

– http://www.aascif2016.com

VCIA Annual Conference | August 7-11, 2016 | Burlington, VT

The VCIA Annual Conference now hosts nearly 1,100 people from all over the world and 

provides many opportunities for people to connect with other captive professionals. Mem-

bers of the Nolan team will be onsite for this annual event. 

– http://www.vcia.com

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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