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The field of management lost one of its true pioneers and 
visionaries when Peter Drucker died on November 11, 
2005 at the age of 95. We first read his books as business 
majors in college, and continued to read them through 
our career as managers and now, consultants.

Upon hearing of his death, we reflected on why we re-
garded Peter Drucker so highly. What single idea or prin-

ciple made him famous? Then we realized that there was no “single 
principle.” Today, it seems management thought is presented more as 
“silver bullets.” Whether it is “Quality Free,” “The One Minute 
Manager,” or “Reengineering the Corporation,” modern-day thought 
leaders seem to be single-principle focused. Drucker, however, pro-
vided clarity of thought on all aspects of management, including how 
organizations should be structured, how people in organizations 
should effectively manage, how technology should be used, and how 
companies should go to market successfully.

Just a few years ago, when Peter Drucker was entering his 90th year, 
Ann Purr of LOMA was successful in convincing Mr. Drucker to 
speak to what is now known as the ACORD/LOMA Systems Forum. 
Despite his age, he lead a vibrant, content-rich 90-minute discussion 
with the entire audience on the topic of managing in today’s technol-
ogy environment and today’s insurance company. “Take care of your 
agents rather than trying to eliminate them,” he admonished at the 
height of the dot com craze, among many other useful and entertain-
ing comments. Then, to our surprise and delight, the audience was 
welcomed on stage to shake his hand. It isn’t everyday you get to 
chance to shake the hand of a true icon of your industry.

Drucker’s influence in the field of management and consulting will 
continue to be timeless because his writings are so useful in our day-
to-day management, as well as our strategic efforts to improve.▪


Ben DiSylvester
Chairman

RemembeRing PeteR DRuckeR

Is
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What are the statistics really saying when we read that 
American worker productivity has increased?  For the 
most part, they illustrate that technological or mechani-
cal advancements have eliminated or made easier parts 

or all of an employee’s tasks.  Even with continued technological im-
provement, most employees still work at 40% to 60% of what their 
true productivity levels should be.  Why does this happen?  The 
problem is that most employees do not know what is expected of 
them on a regular basis.

A bit of history.  Without the knowledge of how long it should take 
to complete a task, Parkinson’s Law takes effect – meaning, “Work 
expands to fill the time available for its completion.”  In the late ’70s 
and early ’80s many companies used scientifically engineered “stan-
dards” to let employees know what their expected outputs should be.  
Standards were defined as “the work pace that an average well 
trained employee should maintain throughout the day while produc-
ing an acceptable quality of work.”  Once employees were aware of 
this information their personal produc-
tivity, in most cases, would increase by 
40% to 60%, over time; true employee 
productivity improvement.

Measuring individual employee pro-
ductivity started to fall out of vogue in 
the late ’80s due to two primary fac-
tors: 1) Individual counts of output 
were still primarily kept manually, and 
productivity calculation and reporting efforts were viewed as tedious 
and time consuming. 2) A shift to group, or team, processing elimi-
nated the desire for individual productivity measures.  The thinking 
was that team processing would govern individual productivity.

Kim Wilkes
Senior Vice President
kim_wilkes@renolan.com

the missing PRoDuctivity statistic
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Despite significant technological advancements over the last decade, 
many employees still do not know what their expected outputs should 
be on a routine basis.  Even process redesign too often projects future 
staffing levels based on automation or improvement of tasks, with no 
regard to expected individual productivity.  No matter whether an 
employee is in sales, service, or operations, a basic need for good job 
performance is an understanding of what level of output should be 
routinely produced.    

Every person wants to know how they are doing so they can be mea-
sured and rewarded accurately for their job performance.  If this in-
formation is not readily available, management will find it hard to 
objectively evaluate performance.  Want to see true productivity im-
provement?  Give employees an accurate measure of expectations 
and help them achieve their goals.▪ 
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Our client is a mid-sized property and casualty insurer based in the 
Midwest, serving personal, commercial, and specialty markets. Its 
products are distributed through a network of independent agents, 
and it is extending its reach into new states. The company has a long 
history of profitability and excellence in customer service.

Objective
The company’s goal was to improve customer service, employee 
productivity and satisfaction, and ultimately corporate profitability 
by optimizing its remote workforce and significantly expanding the 
mobile capabilities of its field staff. More specifically, the client was 
keenly interested in an integrated, coordinated approach to develop-
ing its mobile computing strategy.

Current Environment
The company had a remote computing alternative, essentially a lap-
top-based workstation with full network connectivity deployed in 
employees’ homes. Remote workers provided local presence for 
Claims, Sales, Loss Control, Premium Audit, and other areas, but 
their laptops rarely accompanied them into the field for mobile 
assignments.

Each department had its own initiatives and vision for the mobile 
and remote computing capabilities for its workforce, and was work-
ing with IT on their development.

Engagement Scope
Nolan collaborated with the client to design an approach to assess 
the current state, envision the future state, identify the gaps, and 
build a comprehensive strategy and a definitive plan of action for 
improving the company’s remote and mobile computing 
capabilities.

Specifically, the project included:
Executive and employee interviews
Field observations
Facilitated, in-depth workshops

•
•
•

client sPotlight: mobilizing the WoRkfoRce 
With a Regional P&c insuReR
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Extensive topical research
An employee survey of field staff
Review sessions with business area heads and IT leaders to 
assure alignment
Executive steering committee reviews and oversight

Project Results
The outcome of the project was a 
well-defined strategy for remote and 
mobile computing capabilities, with 
collaborative alignment of all key in-
ternal constituents.

Key benefits the client realized:
A detailed roadmap with clear 
recommendations and supporting 
research
Clarity around the business needs, capabilities, and priorities for 
the remote and mobile workforce
Identification of process design dependencies and alternatives
A step-by-step guide to realizing improvements in customer 
service, employee productivity, and profitability

The company is now ideally positioned to capitalize on its field 
presence, increasing its competitive advantage and supporting its 
growth strategy.

The project provided a clear strategy and roadmap for enhanced 
customer service, efficiency and productivity gains, and improved 
employee satisfaction.▪

•
•
•

•

•

•

•

•

Over 60 company 

employees and 

executives contributed 

valuable input and 

insights to the strategy 

development.
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Last summer my daughter, Julia, was looking for an 
elective to fill out her last semester of classes before 
joining the ranks of first grade teachers.  She mentioned 
to me that she couldn’t find anything interesting to fit 

her open times, so I suggested a business management course.  
Obviously I wanted to give sound parental advice to my aspiring 
“world’s greatest teacher.” Additionally, being outspoken about 
the public education system’s inability to solve some of its 
financial and performance challenges, I saw an opening to 
uence the dialogue” by infiltrating the ranks. 

I noted that a business course might offer some insight into how the 
system actually works and would also provide her with a valuable 
business approach to problems facing the system like “good” teacher 
retention, competitive salaries, and student performance. I asserted 
that further business studies would provide skills in managing a bud-
get, setting goals, measuring against those goals, etc. Our discussion 
lengthened, turning a little political, but we got back to the original 
objective of rounding out her curriculum versus filling out her cur-
riculum. Despite her initial objections, she took my advice – a major 
victory for a father with a 22-year-old daughter! 

She loved the class and especially liked learning about the defined 
problem-solving approach. The idea of goal setting, measuring re-
sults and identifying key indicators for improvement made sense to 
her.  After reading Peter Drucker, she asked if I knew him and wanted 
to know about Theory X and Theory Y managers, and which was I.  
She liked that there was some definition to the planning process, and 
although everything wasn’t black and white, there were defined cri-
teria to be used for making decisions. We discussed teacher salaries 
and property taxes and the relationship of the school committee to 
community involvement with education. Essentially, the business 

Dennis Sullivan
Chief Executive Officer
dennis_sullivan@renolan.com

thank you, PRofessoR DRuckeR!

stated 
“infl-
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paradigm allowed us to take some of the emotion away and begin to 
look for practical solutions: a novel approach.

The recent passing of Peter Drucker prompted me to share this per-
sonal experience with you – all of us, including “non-business peo-
ple,” can learn from this man who has been a giant in the business 
world. I think he would be happy to know that he will continue to in-
fluence young and old minds alike with his theories on management, 
problem solving, and other business management concepts. It also 
prompted me to pull out a couple of my old Drucker text books and 
skim the chapters. Not surprisingly, a review of the fundamentals is 
always worthwhile. So take a few minutes and give Mr. Drucker a 
quick read for your new year’s resolution.

He also gave a father and daughter a chance to have a business dis-
cussion about education, an important social issue which could ben-
efit from the works of Professor Drucker.▪  
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This is the last article in a three-part series on Dr. 
Deming’s concept of Scientific Management. The pur-
pose of this series has been to share with you what I’ve 
learned about scientific management over the last 20 

years. The first two articles were about two components of scientific 
management: understanding variation and using experiments as a 
way of improving quality.  This article is a bit different. Rather than 
talking about an aspect of scientific management as expounded by 
Dr. Deming, this article speculates about “evidence-based practices” 
and what he would have thought about it. 

Management consultants and a few clients talk a lot about “best 
practices,” but my sense is that few of them have much understand-
ing of what they are discussing. “Best practices” is a term of market-
ing art used in many ways. Many times when clients talk about “best 
practices” they want a silver bullet: buy this, do that, problem over, 
two o’clock tee time. Some consultants find it easy to sell “best prac-
tices” simply because it sounds so good. Software and technology 
firms – remember these are the people who create “solutions” and 
shrink wrap them for your convenience – always present their soft-
ware as the “best practice.” The client only has to adapt and change 
their products, processes organization and jobs to meet the assump-
tions used in developing technology “solutions.”  

While this silliness is going on in executive offices and board rooms, 
there is a quiet revolution in medicine that is truly “best practices.” 
This revolution is the development of evidence-based medicine. 
Without much public fanfare, physicians are developing true best 
practices for treating specific diseases. Medicine uses carefully 
structured experiments and trials and peer-reviewed literature to 
communicate the results of the experiments. This process has been 
fueled by the development of new statistical techniques that allow 
the results of different experiments and trials to be combined into 
meta-analytical studies. Over a period of time, this process creates 
an expanding body of knowledge that is accepted as reliable for use 

Which is betteR...betteR oR best?

Merit Smith
Vice President and Director, Health Care Practice
merit_smith@renolan.com
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in care and treatment. In effect, this reliable approach becomes the 
accepted consensus standard for care and treatment. The evidence-
based medicine movement and the use of guidelines merely acceler-
ate and standardize this logical process. 

An obvious question is “Why don’t organizations practice evidence-
based management practices?” After some discussion with HMO 
executives, I realized that it is unrealistic to expect development of 
“evidence-based management practices.” The reason for this is that 
management of companies isn’t about scientifically finding new 
proven methods of better management. Moreover, management lacks 
the intellectual infrastructure of controlled experiments and peer re-
view journals to test and communicate evolving ideas and approach-
es. And, of course, management in our competitive world isn’t an 
open process. If Company A develops a break-through management 
practice, what incentive does it have to communicate the new prac-
tice to competitors B and C?

So what would Dr. Deming thought of all this?  I think he would have 
loved the idea of evidence-based medicine. Think about it. Evidence-
based medicine has facts, data, experiments, trials, and groups of 
experts working together. It emphasizes sharing of information as a 
method of driving improvement. Sounds a lot like an environment 
where variance can be understood and eliminated by a series of well-
structured experiments. I think it is safe to say Dr. Deming would 
have loved it, and would perhaps have used it as an example of what 
could be done.

What would Dr. Deming have thought about “best practices?” I can’t 
give you a snappy bullet point or one liner. But I’d speculate that he 
would support the idea of improvement, but he would be skeptical of 
“best” versus “better.” I think he would have thought the idea of a 
“best” is the wrong approach; that “better” is actually better than 
best. By this I mean that an organization that is striving toward im-
proving their processes and culture is stronger than an organization 
that is implementing a “best practice.” “Better” allows for improve-
ment, while “best” implies little motivation for improvement. And 
everyone who ever heard or read Dr. Deming knows that improve-
ment is a very good thing.▪
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Wireless connectivity is delivering new functionality to 
many industries, and the insurance industry is no excep-
tion.  Some projections indicate that market penetration 
of wireless claims technologies alone may reach 40%+ in 

the next 18 months. Current adoption is estimated to be about 15% of 
insurers offering wireless connectivity to their adjusters.  Industry 
periodicals and mass marketing campaigns are literally overflowing 
with the latest offerings in hardware, software, and connectivity op-
tions for wireless insurance applications.

With this dizzying array of possibilities, it’s no simple task to decide 
what’s right for your enterprise.  With some careful consideration, 
the right strategy can deliver the appropriate capabilities to propel 
your organization ahead and realize the promise of this booming 
technology.

Today, wireless in the P&C industry is most often found in a few key 
areas.  Handheld computers and smartphones are increasingly com-
monplace and are staples of executive communication, offering e-
mail and calendar functions, and many have web-browsing and lim-
ited attachment handling.  Large players in the Personal Lines market 
have wireless capabilities for their damage appraisers, equipping 
them with rugged laptops or tablets with extended battery life and 
extra bright monitors for outdoor use.  Sales agents in some compa-
nies have wireless connectivity allowing them to process key aspects 
of production and customer service while mobile.

While all of these examples demonstrate where wireless is used to-
day, deploying it in your organization may very well be nothing more 
than the table stakes you will need to compete in the future.  In fact, 
not having these capabilities may put you at a serious competitive 
disadvantage.  To get ahead, and to stay ahead, insurers need to con-
sider the next steps in this evolution.

unPluggeD: WiReless stRategy foR P&c insuReRs

Mike Bondura, CPCU, CLU
Senior Consultant
mike_bondura@renolan.com
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The best way to assess how wireless can benefit your insurance op-
erations may seem counter-intuitive at first.  Avoid looking at wire-
less network offerings, hardware options, and software applications 
before you have a thorough understanding of your business needs.  
This “leap before look” tends to influence your thinking toward 
hardware and software that may not adequately address your busi-
ness needs.  Instead, begin by examining your core processes.  Look 
at where and how you touch the customer, whether it is a damage ap-
praisal, a risk control inspection, a sales call, or a premium audit.  
Define the mobile profile of your workforce, and envision where it 
can be expanded for maximum impact to profitability and customer 
service.  Carefully review how these mobile functions are delivered 
today, and where process redesign may be needed.  Only then should 
the technology details (hardware, software, and connectivity op-
tions) be considered.

A comprehensive strategy, built collaboratively by IT and the busi-
ness units, is vital to assuring thorough organizational alignment, 
support, and direction.  Too many promising efforts fall short when 
they are not carefully integrated into such an overall corporate strat-
egy.  Finding the right first step will assure you get tangible payback 
from emerging wireless technologies.▪ 
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Managing projects in large organizations is a complex 
and time-consuming endeavor.  This is particularly true 
when changes in technology, process, and operations are 
made concurrently. The role of the project manager is to 

organize and direct the organization to a successful implementation, 
while avoiding the chaos of an out-of-control project.  Much has been 
written about how project managers accomplish this, but there are a 
few key points that deserve re-emphasis:

• Plan the work, and then work the plan  
The actual work of a project should not begin until a comprehensive 
plan is in place and understood by all the key participants.  Plan doc-
umentation should include a project charter, objectives, scope, an or-
ganization structure, key assignments to task leaders, and timelines.  
Project planning needs to be thorough, but need not be complex.  The 
plan needs to be communicated and agreed upon by all involved 
parties.

• Communicate – communicate – communicate
Within project plans, communication is often identified as an activi-
ty, but rarely well executed.  Effective communication strategies in-
clude formal project status reporting as well as communication of a 
broader nature throughout the affected organization.  A strong com-
munication strategy provides accurate information and reduces ru-
mors and negative reactions to the project.

• Recognize the importance of change management activities
A valuable technology or process change that meets full-out resis-
tance from those who are affected by it will have great difficulty in 
achieving its objectives.  While change management is certainly tied 
to communication, it needs to be a separate and carefully considered 
component of the project plan.  Also, similar to communication ac-

fRom the PRoject manageR’s PeRsPective

Larry Wood
Senior Consultant
larry_wood@renolan.com
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tivities, change management can be time consuming and is often 
overlooked and under-resourced. 

• Build a large project team
Involve as many members of the staff affected by the project as pos-
sible in its implementation.  People accept and participate in change 
better when they have an active role in designing and implementing 
it.  Also, the work of the project often exceeds the level anticipated in 
the original plan.  Having sufficient resources available to add to the 
project ensures that scope and timelines can be upheld.

• Work to maintain a healthy & balanced view of the project
Implementation is inherently stressful. New and unfamiliar technol-
ogies and processes combined with deadlines and pressure to com-
plete the project can impact attitudes, morale, and tempers. It is im-
portant to keep the project team and the affected organizations feel-
ing positive about the project and the changes.  Particularly within 
the project team, it is important to avoid factions and finger-pointing 
during difficult times.  “We all need to be on our side” should be the 
attitude of every team member.  Victories should be declared and 
celebrated during the project so the team is better prepared to weather 
the inevitable storms.

• Stay focused
It is easy to get distracted by “shiny objects” during the course of the 
project. A key part of the project manager’s role is to keep the team 
focused on the project objectives and within the project scope.  Too 
many resources expended on tangential issues and changes in scope 
are detrimental to achieving the key outcomes expected of the 
project.

Keeping projects on track and making implementations successful 
require that project managers have a wide range of attributes.  They 
must be part juggler, timekeeper, father confessor, warrior, and 
sometimes magician.  Knowing when and where to apply each of 
these skills is the art of project management. ▪



15

Recently there has been discussion of the effectiveness of 
the efficiency ratio as an indicator of bank performance.  
Some argue that revenue growth momentum is the key to 
a higher stock price and therefore a better gauge of per-

formance.  Others recognize that ensuring expenses grow at a lower 
rate than revenue, hence continuing the improvement of the efficien-
cy ratio, is more important.  Risk, of course, is an accompanying 
factor that must be considered in valuing performance.

Banking organizations projecting a flattening of revenue growth 
rates in their traditional banking businesses naturally embark on 
strategies to create new and different sources of revenue.  These or-
ganizations often find that additional 
investment is required to seed those 
fresh revenue sources – thus incurring 
expense growth and higher efficiency 
ratios.  The rationale is that at some 
reasonable point in the future, revenue 
from these non-interest income sourc-
es will eclipse the initial investment 
and ongoing costs required to gener-
ate the new revenue stream.  Banks 
are finding, however, that these non-
interest income production ventures 
are less profitable than traditional 
spread-related banking businesses.  
They argue that the payback is in higher short-term stock prices 
spurred by the investing public’s perception of better balance sheet 
leverage without adding traditional risk.  Therefore, these banks 
conclude that the efficiency ratio is not a good indicator of 
performance.

the bank efficiency Ratio – What’s the use?

Rob Keene
Director, Banking Practice
rob_keene@renolan.com

Banks are finding that 

non-interest income 

production ventures 

are less profitable than 

traditional spread-

related banking 

businesses. 



16

Despite the arguments opposing the efficiency ratio as an indicator 
of bank performance, Nolan continues to support the value of the 
measure.  For over 10 years the Robert E. Nolan Company has stud-
ied how banks can improve the efficiency ratio.  Since we have been 
successfully using the measure to help clients grow more productive 
and effective, we have first-hand perspectives on its merit.  One such 
perspective is the use of line of business efficiency ratios to identify 
performance gaps.  Revenue growth is a very important component 
of improving performance; after all, revenue is the denominator in 
the efficiency ratio calculation.  In the long run, however, those 
banking organizations that couple revenue growth with lower ex-
pense growth rates, including loan losses, will be the ones that 
flourish.

When we mention our perspectives on how the efficiency ratio can 
be used to guide improvement in bank performance, we note that our 
clients have been successfully improving their performance by first 
examining the efficiency ratio for each line of business.  Once an 
improvement opportunity is identified through this method, we sup-
port a surgical approach to deliver the targeted value.  Further, Nolan 
continually learns more about how line of business efficiency im-
pacts overall bank efficiency ratios, and supports clients by looking 
beneath the numbers to find key variables that exercise the greatest 
control on overall performance.  We do not look at the obvious rea-
sons for the resulting bank efficiency ratio – our approach is to find 
the less apparent factors that heavily influence the bank efficiency 
ratio.

I look forward to discussing the efficiency ratio in greater detail with 
anyone interested, please feel free to email me at rob_keene@reno-
lan.com or call 972-248-3727. ▪
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This is a promising time for innovation in the financial 
services industry.  To some that might sound like an oxy-
moron.  Indeed, the financial services industry and, in 
particular, insurance companies have a reputation for 

“incremental” change.  That’s a nice way of saying insurance com-
panies are careful, sleepy, maybe even boring when it comes to in-
novation and change.  After all insurers are in the business of man-
aging risk, and what better way to do that than to avoid unnecessary 
change?

Yet as we know, some of the most innovative insurers are also among 
the most successful.  The oft-talked about Progressive has propelled 
itself to industry leader status with innovations in technology, mar-
keting, and service.  USAA is a pioneer in “one stop shopping” for 
financial services. Their customer-oriented business strategy cou-
pled with accomplishments in data integration and contact centers 
are key enablers to their success and evolution.

Right now, opportunities abound for innovation in the insurance 
world – and I’m not just talking about technology.  There are many 
areas where carriers can innovate and differentiate to attract and re-
tain customers.  Here are few: 

Process innovation.  In his recent Harvard Business Review article 
entitled “The Coming Commoditization of Processes”, Thomas H. 
Davenport predicts that many business processes will become 
standardized and thus be easier to benchmark and outsource.  While 
I agree with the fundamentals suggested by Professor Davenport, 
this trend does have practical limits.  More importantly, such 
commoditization creates opportunity for innovative companies.  It’s 
not enough just to make your processes as good as your nearest 
competitor.  You have to make your processes distinctive.  They have 
to support your unique business strategy and define your unique 

a time foR innovation

Rod Travers
Senior Vice President
rod_travers@renolan.com
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service signature.  Thus filing a claim with Chubb, for example, is an 
entirely different experience than filing a claim with a low-cost 
carrier.  Of the many areas where innovators can differentiate with 
process, perhaps the most important are in customer experience and 
relationship enablement.  Customers (and agents) want to be treated 
as individuals, and they want to have a pleasant, hassle-free 
experience on their terms.  In return they are loyal, buy/sell more of 
your products, and evangelize your great service.

Technology innovation.  The wireless revolution is in relative 
infancy.  At present the state of wireless today is akin to dial-up 
versus high-speed internet access a few years ago.  Up to now, 
wireless availability has been limited and unpredictable.  As wireless 
bandwidth and availability climb, opportunities for innovation 
increase.  The package delivery companies have taken most of the 
arrows in this arena, so financial services companies have lots of 
upside with little risk.  Obvious applications are in claims, new 
business, and customer service.  Less obvious are the relationship-
enrichment opportunities that will be truly distinctive.  Think along 
these lines:  If neither agent nor customer is tethered by landlines of 
any kind, what would you change to improve the customer 
experience?

Another area of potential technology innovation is process automation 
(a.k.a. BPM).  While less glamorous than wireless, this has enormous 
potential to reduce costs and improve quality for many carriers who 
are living with older systems.  The key here is not the technology 
itself, but how it is used.  Don’t just speed up old processes.  
Innovatively redesign them and then apply the right automation.  
Customer self-service, automated underwriting, and agency support 
are just a few areas ripe for improved process automation.  Innovation 
is already taking root in this space, as numerous insurance application 
vendors are incorporating process-oriented automation functionality 
into their systems.

Cultural innovation.  One cultural imperative for today’s fast-paced 
marketplace is getting IT and business to work together, and this has 
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always been difficult.  Leadership is the single most important 
element for achieving effective teamwork across these two groups.  
But more can be done.  Results-oriented, project-based compensation 
is one possibility.  Open market competition is another.  Short-
cycle projects with blended teams is yet another.  Innovators will 
invent yet other ways to achieve the desired state, which is a team-
oriented, results-oriented, knowledge-sharing organization.

These are but a few of the many areas where innovation can lead to 
competitive advantage.  For true innovation to occur, it must be 
encouraged and supported from the top down.  People who are 
fighting fires every day don’t have the time or discretion to truly 
innovate.  Make sure you have individuals who are given the 
necessary time and authority to experiment and innovate.  Then 
put those innovations to your advantage in the marketplace.

I’d appreciate hearing your thoughts on innovation in financial 
services. Please drop me a note at rod_travers@renolan.com.▪
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In their recent Service Level Report, the Incoming Call 
Management Institute (ICMI) surveyed nearly 300 of its 
members to determine a variety of information about call 
center service levels. For ICMI members, the complete 

survey is on their website, http://www.incoming.com.  Service level 
is x percent of calls answered in y seconds, and it’s the most widely 
accepted measure of call center accessibility.  Approximately 40% of 
the respondents were from insurance, healthcare and financial ser-
vices companies, so the responses should be very relevant to Nolan 
clients. Here are a few selections from the survey results:

Timeframe for Evaluating Actual vs. Goal -
For those who evaluate actual performance against their Service 
Level goal, the evaluations are done at varying frequencies:

48% evaluate daily
11% evaluate weekly
16% evaluate monthly
1% evaluate annually
24% evaluate at half-hour intervals

These results are problematic because the goal should be to meet 
service levels consistently – not just at the end of the day, week, or 
month.  Achieving consistency requires measuring actual service 
level performance in half-hour intervals.  When service levels are 
managed over longer time periods, resources are wasted, callers ex-
perience inconsistent service, and quality often suffers.  

Use of Workforce Management Systems - 
Respondents reported usage of a variety of systems:

38% use high-end systems from top vendors
(Aspect/TCS, Blue Pumpkin & IEX) 
30% use “home-grown” systems or spreadsheets

•
•
•
•
•

•

•

some (not so) suRPRising
seRvice level suRvey Results

Bob Cecchini
Senior Consultant
bob_cecchini@renolan.com
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14% use systems from a variety of smaller vendors
18% use no WFM system at all

One of the more surprising findings was that respondents who use 
home-grown or no WFM system at all reported meeting their 
service level slightly more frequently than those with high-end 
systems.  I suspect that these companies place a strong emphasis on 
service, and since they have limited tools or none at all, they likely 
overstaff to ensure service levels are met.  The obvious opportunity 
here is to get a WFM system.  The high-end WFM systems, 
however, are only affordable in the largest call centers.  Moreover, 
respondents with small vendor WFM systems reported the worst 
performance.  In fact, only 61% reported meeting their service 
level over half the time.  So, what’s the alternative?

To satisfy this need, the Nolan Company has developed and refined 
an Access/Excel-based WFM system and implemented it in over a 
dozen service centers.  All of our clients measure performance in 
half-hour increments and meet their service levels consistently.  In 
addition, we’ve taught them to keep only the number of people on 
the phones that are needed to meet the service level for the forecast 
call load.  Remaining staff are available for transaction processing, 
correspondence, or pended inquiries.  The result is improved phone 
and transaction timeliness coupled with much lower cost.  This 
service center management system is called Nolan Navigator, and 
it performs the essential WFM functions of call forecasting, staff 
scheduling, and real-time monitoring. It also integrates with your 
ACD to report real-time and historical schedule adherence.  Lastly, 
the transaction processing time is included so you can manage both 
calls and transactions allowing you to more fully utilize total 
capacity.

If you’re interested in learning how Nolan Navigator can help you 
improve service and reduce cost, give us a call anytime at 972-248-
3727 or email me at bob_cecchini@renolan.com.  I look forward to 
hearing from you and wish you well in 2006. ▪

•
•
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Over our 32-year history, the Robert E. Nolan Company 
has had the pleasure of assisting our clients in growing 
their businesses, both at the top and bottom line.  The 
business climate for the past few years has been kind to 

many – especially to those who have been able to grow organically 
by taking advantage of the recent favorable rate cycle.  Others have 
been exceptionally focused on service and operational excellence to 
retain existing customers and grow the bottom line where top line 
growth has been scarce.  Alas, we are entering another era where 
service and operational excellence will continue to be on the senior 
executive agenda, but the question of growth in an increasingly tough 
market is quickly moving up on the mind of today’s senior 
executive.

I was recently meeting with one of our clients on this very subject 
when a barrage of ideas came flowing from the executive floor.  
“Channel diversification is the answer.  We need new products.  We 
ought to acquire XYZ.  A joint venture with ABC insurance compa-
ny is the ticket.  We should move into adjoining geographies...” and 
the list goes on and on.  In sifting through all of the diverse and cre-
ative ideas, we needed a way to carefully consider each and every 
option in the context of the company, its history, shareholder needs, 
and growth goals.

Developing and eventually agreeing on a strategy is no simple task, 
especially with strong leaders and good ideas.  We find the most 
successful business strategies follow a two-pronged approach: capa-
bilities-based and market-driven (see chart).

Capability-based strategies are formed on what companies are al-
ready good at.  For example, a recent client was exceptional at what 
we describe as insurance manufacturing (i.e., the core practices 
within underwriting and claims).  Not to discount their other 

Steve Discher

steve_discher@renolan.com

DeveloPing youR gRoWth stRategy?
think caPabilities-baseD & maRket-DRiven

Vice President
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strengths, but their core capabilities were in pricing, risk selection, 
underwriting, and claims management.  This was clearly reflected 
in their financials and they knew it.  Discussions and decisions 
around their future strategies always started with how they can le-
verage their core strengths in insurance manufacturing.  When op-
portunities are screened against core capabilities, the list becomes 
focused in a hurry. 

That being said, leveraging core capabilities is not the only means 
to develop your strategy.  Consider the company who made the last 
buggy whip in the early 1900s.  I’m sure if they had only stuck to 
their core capabilities they would have been out of business years 
ago.  Companies need to roll with the market, while leveraging and 
evolving their core capabilities.  The second, and equally impor-
tant, aspect of developing your strategy is to be market-driven.  In 
other words, ensure your strategy meets the customer and market 
needs.

Those who chase opportunities end up doing exactly that – chasing 
instead of realizing opportunities.  As you consider your growth 
strategies for 2006 and beyond, remember to start with what you 
are already great at. 
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A few principles to apply:
Explore growth options outside your comfort zone
Ensure options review and decisions are grounded in analysis 
versus gut feeling
At every step, ensure full usage of information already 
available
Ensure Executive Management and Board participation 
throughout
Detailed reviews with Management and the Executive Board
Summary reviews and understanding with the overall Board
Bring the effort back to plans and major efforts needed to 
deliver

There are many business opportunities and strategic directions to 
take, especially in today’s world.  Don’t get caught in a trap of being 
solely capability- vs. opportunity-driven.  Strike a balance of both, 
and best of luck in the coming year.▪

•
•

•

•

•
•
•

“Religious freedom is my 
immediate goal, but my long-

range strate y is to go into 
real e ast e.”

g
t
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Robert E. Grasing
President
bob_grasing@renolan.com

knoWleDge Design

Almost every consulting firm asserts to marketplace 
that they are “easy to work with,” “technically superior,” 
and “consistently successful.” The words are often back
ed up with testimonials from clients who corroborate the 

sto

-

ries. If everyone is touting the same qualifications, how do you 
choose?

One way to get an edge in any services buying decision is to look for 
deep industry knowledge. The defining value of consulting is the 
knowledge and experience brought by every individual assigned to a 
project. At the Nolan Company, we believe in the power of industry 
knowledge and experience, and our clients continually remark on 
how our work reflects that.  This belief guides us to hire only knowl-
edgeable 15- to 35-year industry specialists to support our model of 
hands-on-expert consulting.  This strict pedigree of consultant 
means that there is no need to bring in a large team of apprentice ana-
lysts and junior consultants; in fact, one 
highly skilled consultant can collabora-
tively work with your employees to 
produce better results.  

On this same note, it is valuable to en-
list a consultant that will “hit the 
ground running.”  Otherwise, your 
business is wasting time and money 
while the consultant plays catch-up 
and attempts to absorb an industry 
crash course. When a consultant is on 
a project, the focus should be to inten-
sively study the client’s unique business situation (versus general in-
dustry issues), and then apply knowledge and expertise to achieve 
improvement.  

The differentiator is 

the deep industry 

knowledge, and the 

understanding that it 

needs to be 

constantly refreshed.

the 
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As with any purchasing decision, it is difficult to really know if a 
firm practices what they preach.  Fortunately you can ask for refer-
ences before deciding which consulting group to use.  Contact those 
references because they won’t give you the “shiny box” version.  
They will offer objective comments on how a firm used their knowl-
edge, experience, and techniques to deliver on a project. You will 
have an honest third party opinion free from marketing spin.

So, how do you choose? Look for that deep industry knowledge - it 
is a key differentiator that will positively impact any improvement 
initiative. I would be happy to talk more with you about this profound 
distinction of the Nolan Company.  Please send me and email or call 
me at (860) 658-1941.▪                      
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Do you know how your line-of-business efficiency and productivity 
compare to peers of similar asset size? Do you have a structured 
process in place for identifying, quantifying and prioritizing 
departments and lines of business that have the greatest opportunity 
for immediate profit improvements? Now you can! Annually, the 
Robert E. Nolan Company conducts the Efficiency Ratio 
Benchmarking Study with banks, thrifts and credit unions over $1 
billion in asset size. The study is a unique survey of income, expense, 
staffing levels and productivity by line of business.

Take Steps to Improve Efficiency and Effectiveness
At the conclusion of the study, participants receive a detailed 
executive summary and research report containing more than 1,100 
performance ratios showing their efficiency and effectiveness 
directly compared to benchmark (top quartile), median, and average 
performers in each business area. This information can be used to:

Target improvement initiatives to reduce expenses and increase 
revenue
Identify improvements in customer service
Analyze employee productivity by department
Show performance gaps in business processes and technology

Walk through the Online Demo
Browse the free online demo to get a feel for the valuable results that 
participants receive. You may view a sample executive summary, 
read the survey methodology, and browse line-of-business charts.

Pre-registration for the 2006 study is underway. To register your 
institution, please visit www.bankbenchmarks.com. Registration in 
the study is free. Alternatively, if you don’t have the resources to 
participate, give us a call at 972-248-3727 to learn how you may be 
eligible to purchase the 2005 Study Results CD for $1,500.

•

•
•
•

visit
w w w.Ba n k Be nc h m a r k s .c om

2006 efficiency Ratio benchmaRking stuDy
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Steve Callahan
Senior Consultant
steve_callahan@renolan.com

Businesses are faced with an onslaught of continuous 
change these days, trying to survive in the “fast food” 
culture of immediate gratification, increased expecta-
tions, and intensified external scrutiny.  Even so, many 

businesses suffer through inexplicably slow adoption curves, watch-
ing ideas that germinated early within the company get rapidly im-
plemented by less-innovative competitors, while they remain in the 
planning, buy-in, or discussion stages.  Suddenly, they are faced with 
rushing to market to “match” a derivative of their own idea in order 
to not lose market share.  What is the source of this all-too-common-
place occurrence?

As an example, I once observed a business leader introducing a nec-
essary change into an organization – a change that had not been ef-
fectively internalized and remained unadopted even with a consen-
sus on its importance.  He described the change strategy as “decen-
tralized ownership.”  That particular pairing of words, immediately 
raised the hairs on the back of my change-agent neck. There was also 
a variety of factors and questions that had not been addressed, 
including: 

If it was an integral part, why wasn’t it already there?
Different people learn and change at very different rates
What was the ultimate shared goal?
The inevitable WIIFM factor (What’s In It For Me)

Change without situational analysis, abundant explanation, and a 
clear goal rarely occurs when or as expected. In my example, all af-
fected business leaders needed to understand that change was an in-
tegral part of their business, so they had to own it, adopt it, and inter-
nalize it.  Unfortunately, the decentralization of ownership left no 
one accountable for developing, communicating, focusing upon, or 
delivering any results based on the change.  Given the urgency of 

1.
2.
3.
4.

the mechanics of change
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daily demands, resource constraints, and mixed priorities, organi-
zational momentum naturally works against change.  Decentralizing 
the ownership for change removes the potential for a focused force 
to combat that natural tendency. 

A decentralized approach to internalizing change rarely results in 
a timely and effective adoption curve.  In fact, absent a trigger, 
change typically stagnates until an executive mandate, change in 
market conditions, or customer complaint highlights the suddenly 
urgent need, typically resulting in an unplanned rush to enact what 
could have been done earlier with much less impact.  

Simply stated, make sure that you designate an individual with sin-
gular accountability for clearly stated goals.  Include the collabora-
tive aspects of “decentralized ownership” – let everyone look at the 
“map” and discuss where you are going and how great it will be to 
arrive.  Just make sure you have a person who understands it is 
their job to drive everyone through the change to the end goal.  
Remember, effective business change is typically triggered by un-
avoidable forces and then delivered by a single champion who ap-
plies the organization’s resources to meet the challenge. ▪
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Ed Fenwick
Vice President, Insurance Practice
ed_fenwick@renolan.com

managing comPlexity

Years ago I was returning from a meeting with one of the 
most effective CIOs I have known. On the way to his of-
fice he stopped and pointed to a four-inch thick book sit-
ting on a credenza in the office of one of his managers, 

and he said, “I have asked him to hide that book, it sends the wrong 
message.”  The title of the book was “Building Complex Systems.”  
He explained, “I want us to focus on effective systems that are simple, 
even if it takes longer.” He intuitively understood something that a 
lot of managers do not – the dangerous side effects of complexity.  
Whether it is in an application, product, process, organization, or 
business – unnecessary complexity is a large cause of increased 
costs without a corresponding revenue gain. 

In the insurance industry, much of this complexity is the result of 
market-driven attempts to introduce product innovations that better 
meet customer needs.  As an organization speeds up the pace of 
product innovation, the collective impact of increased operational 
complexity begins to erode overall profitability.  Making matters 
worse, most organizations’ financial systems fail to detect and point 
to the correlation between increased complexity, increased operating 
costs, and declining profitability.  Moreover, process-oriented im-
provement methodologies won’t get at it either. 

In working with clients we have found there are three key approaches 
needed to drive out and keep out unnecessary product complexity.  
They are:

1. Raise organizational awareness of the cost of complexity.

Authors Gottfredson and Aspinall, in a recent Harvard Business 
Review article “Innovation vs. Complexity,” offer an excellent way 
to increase organizational awareness of this problem.  They suggest 
building out a cost model for your business “as if” it only made and 
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sold one single product.  This sets a baseline that defines the best 
case margins and can change the way you look at your business – in 
its simplest form.  From that vantage point, you are better able to 
see the true cost of complexity.

2. Reduce complexity by eliminating unnecessary differences.

A technique we use is to create a Product Complexity Grid.  Use 
the columns headings to list all of your major product categories 
(e.g., Term Life, Variable Universal Life, Variable Annuity).  Use 
the rows to list the general policy / contract provisions (e.g., elimi-
nation periods, grace periods, effective dates, etc.).  Then populate 
the options for each cell in the grid.  Next, go back and highlight 
the differences across each row.

Using a cross-functional team, work through each row to identify 
and flatten needless differences.  Some of the changes you will be 
able to implement right away.  Some will require refiling and may 
have to wait for the next revision.  Either way, this often yields sig-
nificant operational cost savings that multiply out across new busi-
ness functions, in-force operations, contact centers, systems, etc.

3. Ensure that the product development process tests for value 
of increased complexity.

Most importantly, is it preventing additional unnecessary complex-
ity from being added to your business?  The product development 
process is the place where this needs to happen.  At each decision 
point in the development process, the complexity needs to be chal-
lenged for a true fit to what customers want and a realistic assess-
ment of the cost of added complexity.  Where complexity does not 
add value, alternatives need to be developed.

We will never return to a simple world.  A certain level of complex-
ity is needed to meet customers’ needs and to be competitive in the 
marketplace.  Long-term success requires product innovation and 
related increased complexity, while constantly working to drive 
out unneeded complexities.▪



32


