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STEVE DISCHER   /    EXECUTIVE VICE PRESIDENT    /    steve_discher@renolan.com

TRENDS CAPTIVATE BUT PRINCIPLES ENDURE

 A s trusted advisors to our clients, we must always be at the 
top of our game particularly when it comes to business, technol-
ogy, and industry trends. To assure we’re always up to date, The 
Nolan Company invests in industry thought leadership such as 

our own proprietary research (e.g., Nolan’s P&C Executive Survey and our Life and 
Annuities Surveys), countless industry presentations (e.g., at AHIP, IASA, LOMA/
LIMRA), published articles, and benchmarking (e.g., The Nolan Bank Performance 
Study) to name a few.  Insights from some of these are highlighted in this edition of 
The Nolan Newsletter.
 While understanding trends is essential, it’s also important to understand their 
relative importance. Sometimes the latest “shiny object” can become a distraction 
or a pet project, drawing time and resources away from genuine business priorities. 
For example, there are thousands of mobile apps in existence or in development 
today. Some of those add customer or enterprise value, others don’t. Yet they all 
consume precious resources.  For example, many carriers have implemented or 
are considering mobile auto claim apps. There are now apps for proof-of-insurance 
verification, which are accepted in place of printed insurance cards in over half of 
the United States.  A while back, apps for creating a home inventory were seen as 
the latest “hot item.” Like these examples, some trends are picking up steam while 
others have become clutter.  The experimentation may be on target, but being over-
ly focused on the latest, shiniest killer app, rather than the business benefit, is not.
 Recently I held a series of discussions with the leaders of some of our client 
companies. I was encouraged that so many were aware of important trends, yet 
they expressed a much greater focus on the principles that make their companies 
great.  Indeed most of the C-suite discussions we have center on getting the prin-
ciples right and on the corresponding execution versus reacting to a trend.  We’ve 
captured several of these guiding principles over the years and would like to share 
a few which resonate around the subjects of people, process, and company culture 
including: 
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People Process and Discipline Culture

•  First, and always first, get 

the right people on the 

team.

•  Take care of your people 

and they will take care of 

you. 

•  The day people stop bring-

ing you their problems 

is the day you stopped 

leading them. 

•  Look for intelligence 

and judgment, and most 

critically, a capacity to 

anticipate, to see around 

corners. 

•  Look for loyalty, integrity, 

a high energy drive, a bal-

anced ego, and the drive to 

get things done.

•  Great leaders are often 

great simplifiers, who can 

cut through argument, 

debate and doubt, to offer 

a solution everybody can 

understand.

•  Confront the brutal facts, 

whatever they might be.

•  Never neglect details. 

When everyone’s mind is 

dulled or distracted the 

leader must be doubly 

vigilant.

•  Keep looking below 

surface appearances. Don’t 

shrink from doing so just 

because you might not like 

what you find.

•  Be forever vigilant in 

continuing to sharpen 

your saw.

• Be proactive.

•  Always begin with the end 

in mind.

•  Perpetual optimism is a 

force multiplier.

•  Organization doesn’t really 

accomplish anything. 

Plans don’t accomplish 

anything, either. Theories 

of management don’t 

much matter. Endeavors 

succeed or fail because of 

the people involved.

•  Don’t chase the latest 

management fads. The 

situation dictates which 

approach best accom- 

plishes the team’s mission.

•  Have fun and don’t always 

run at a breakneck pace.

 Sources:  Colin Powell, Jim Collins, Stephen Covey, Nolan, Anonymous

 
 As we continue to observe and debate the latest trends and their implications, 
let’s not lose sight of the essential principles which are equally important for 
managing our businesses. The newest trends and the latest gadgets may be exciting, 
but history has shown that successful businesses remain that way with a healthy 
respect for enduring principles. I welcome your thoughts and comments on this 
edition of The Nolan Newsletter.  Please drop me a line at steve_discher@renolan.
com. 

INDEED MOST OF THE C-SUITE DISCUSSIONS WE HAVE 
CENTER ON GETTING THE PRINCIPLES RIGHT AND ON 
THE CORRESPONDING EXECUTION VERSUS REACTING 

TO A TREND.



 Comprehensive risk assessment – the accurate selection, as-
sessment and rating of risk – rests at the heart of sustainable prof-
itability.  Underwriting involves far more than simply matching 
premium to coverage consistently. It encompasses the surround-
ing processes, multiple sources of information, diversely talented 
staff and underlying technology all working in alignment with 
corporate goals. In today’s environment of minimal investment 
returns, escalating infrastructure costs and increasingly com-
petitive markets, maintaining this performance-based balance 
and alignment with goals has become more difficult than ever 
before.  Few of today’s leaders find their previously tried-and-

true methods sufficient for delivering sustainable improvements in underwriting 
performance.

Treating One Symptom: The Underwriting Audit
 Faced with increasing underwriting losses without the once-reliable offset of 
investment income, the traditional fallback is to turn to underwriting file reviews, 
or audits, in an attempt to improve quality and consistency.  Long a best practice, 
these audits help determine the effectiveness of underwriting staff and address 
questions such as: Are guidelines followed consistently? Are they being applied as 
intended? Are there any gaps in training or comprehension of intent?  A well-struc-
tured audit consists of six steps, closely tracking to each phase in the underwriting 
decision process:

 1.  Gather information on an applicant’s loss exposures and associated hazards.
 2. Evaluate the exposures and hazards.
 3. Develop and evaluate underwriting alternatives.
 4.  Select an underwriting alternative, including determining the appropriate 

premium. 
 5. Implement the underwriting decision.
 6. Monitor the loss exposures.

ACHIEVING HIGH PERFORMANCE 

UNDERWRITING RESULTS
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 Using this approach helps bring to light deficiencies in underwriting processes, 
providing a basis for additional coaching, improved documentation and enhanced 
quality reviews. Yet in order to be effective, several assumptions must be true:  the 
typically-static guidelines are appropriate, the surrounding processes are effec-
tively aligned with organizational goals, and the technological infrastructure has 
matured to a point of sufficiency. 
 Unfortunately, in today’s dynamic and innovatively disruptive world, these 
assumptions are often no longer valid.

Facing Many Symptoms: The Underwriting Engine
 What, then, can be done when there is a clear deterioration in once profitable 
practices and guidelines? Underwriting is categorically complex, hampered by 
fragmented critical information and overlaps between risk and coverage. Seeing 
the full picture is exceptionally difficult, particularly given the rapid rate of change 
and the constant influence of prior decisions. Faced with the pressures of market 
urgency and business need, the default is to seek the path of least resistance, to 
forgo analysis and leap to perceived cause, rushing to implement the first viable 
solution that appears. And that represents the challenge risk management leaders 
must overcome, particularly in times of constrained margins when sensitivity to 
small deviations in performance can make the difference between profit and loss. 
The upside of a randomly targeted solution is limited and the downside can be 
dramatic.
 Instead, sufficient time must be taken to conduct an objective diagnostic as-
sessment of the entire underwriting ecosystem. Today’s complexities exceed what 
can be solved by a traditional file review; there are too many interdependencies 
and variables. Repositioning for profitable growth requires more than additional 
documentation or enhanced training of the underwriters; the root issues often are 
deeply embedded and not attributable to any one person or practice. Similar to 
the computerized diagnostics run before tuning up a high performance engine, the 
fine-tuning of underwriting starts with a complete diagnostic, call it a health check, 
encompassing the full range of processes, practices, metrics, structures and tech-
nologies.  Without looking at the entire picture, changes will be remedial at best 
and may have unexpected negative consequences at worst.

Tune-Up Time: The Underwriting Health Check
 Achieving optimal underwriting performance requires taking the time to thor-
oughly understand every aspect of the operation. This extensive process can be 
simplified by first dividing the assessment into five logically related stages, along 
with their associated focal points: 

 1. Assess strategic alignment
  •  Clarity of product focus and market intentions
  •  Change management practices
  •  Target marketing effectiveness, niche profitability
(continued)
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  •  Individualization of products by target market
 2. Examine underwriting foundation 
  •  Current performance metrics (loss ratios, trends, productivity, etc.)
  •    Staff levels, performance, experience, decision quality, accountabilities, 

authorities, roles 
  •   Flow of work, control points, process management, service levels,  

analytics
  •    Technology availability, currency and relevance, gaps to industry stan-

dards, utilization
 3. Evaluate existing artifacts
  •  Guidelines, checklists and cross-reference tables
  •  Audit methodologies, portfolio management definitions and practices
  •  Competitive intelligence and monitoring mechanisms
  •  Feedback loops with actuarial, claims and product management
 4. Review implementation methods
  •   Clarity of product definitions, intentions, pricing/rating plans and cover-

age limitations
  •  Adequacy of risk sharing and retention programs
  •   Service level performance (FNOL, adjusting, loss control, subrogation, 

recovery, etc.)
  •   External communications and training programs (product explanations, 

loss control, etc.)
 5. Clarify distribution integration
  •   Distribution channel selection and strategy fit with product and service 

strategies
  •   Role of distribution within organization, consistency of alignment with 

defined role
  •  Degree of partnership with distribution channel

 Each stage of the assessment sets the starting point for the next, flowing from 
strategy through operational considerations to properly align with the distribution 
channel. Underwriting is rightfully being viewed as a dynamic flow of information 
through checkpoints throughout which knowledge is being applied to enhance 
the end results.  Clearly the depth of results will extend far beyond what could be 
achieved with a file-based snapshot of guidelines interpretation and application.

6

REPOSITIONING FOR PROFITABLE GROWTH REQUIRES 
MORE THAN ADDITIONAL DOCUMENTATION OR 

ENHANCED TRAINING OF THE UNDERWRITERS; THE 
ROOT ISSUES OFTEN ARE DEEPLY EMBEDDED AND NOT 

ATTRIBUTABLE TO ANY ONE PERSON OR PRACTICE.
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 Once all the stage assessments are done, documented and, most importantly, 
validated with a cross-functional team of subject matter experts, the broad situa-
tional assessment can be drafted.  The goal here is to bring all of the various parts 
together to clearly communicate key issues, performance gaps, root causes and spe-
cific opportunities for improvement. Taken in total, this information can be used to 
prioritize the needed decisions and the improvements that should be expected as a 
result. 

Banking Benefits: Optimized Underwriting
 A reduction in losses in today’s thin investment income climate is no small 
accomplishment; in fact, it is critical to long-term survival. Financial sensitivity 
to small variances in loss costs is at a high point, putting a magnifying glass on 
pricing, underwriting, claims and distribution. By investing the time and resources 
needed for an in-depth evaluation of the risk selection, assessment and rating pro-
cess, leaders can in return expect to receive a blueprint for achieving sustainable 
profitability. 
 Given the hazards hidden throughout today’s competitive landscape, and the 
constant demand for improved performance, navigating by blueprint holds a good 
deal more appeal than relying upon intuition and good luck. The work of the line 
underwriter must be recognized as “value added,” capable of transforming knowl-
edge and information into an assumption of risk decision.  In the long run, the 
best insurance companies will achieve competitive advantage by developing the 
judgment and decision making capabilities of their knowledge workers.
 We truly enjoy a healthy exchange of ideas and welcome the opportunity to
discuss underwriting topics with you. Feel free to drop us a line at 
george_krempley@renolan.com and steve_callahan@renolan.com



NOLAN BANK PERFORMANCE STUDY TRENDS: 

THE HUMAN RESOURCES VALUE PROPOSITION  

MIKE MEYER   /    PRINCIPAL CONSULTANT    /    mike_meyer@renolan.com
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 The Nolan Company’s Bank Performance Study analyzes the 
business of banking, how things have changed over the past 
years and what changes may be looming on the horizon. As the 
results of the latest study are compiled, some compelling trends 

are emerging from the raw numbers. 
 One of the key steps in compiling the study results is to align the results from 
the current year with the two prior years to identify trends. In examining trends in 
the Benchmarks (top-quartile performers) and Averages of participating banks, we 
saw a clear trend of declining Human Resources and Training Expense as a percent-
age of Total Bank Income over the last four years. This trend may not seem particu-
larly alarming by itself, but it is an area that is interesting to investigate. 
 

 Technology is rapidly changing how organizations do business, and its impact 
on banking is only becoming more pronounced. As discussed in a recent Nolan 
newsletter article, one of the key trends in banking in recent years is the steady 
decline of branch transaction levels, driven by customers taking advantage of new 
technologies like online banking. Fewer branch transactions means fewer people 
required to process them.  Some banks have recognized this and begun to reduce 
branch staffing levels. Additionally, the relatively stagnant economy has resulted in 
lower staff turnover and reduced recruiting, hiring and training activity –  
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traditional core Human Resources functions. As a result, Human Resources depart-
ments in banking have generally downsized.
 This presents an interesting challenge to Human Resources directors. There are 
risks in going too far with expense reduction, just as there are risks in not going 
far enough. An HR staff that is too thin can’t respond effectively and efficiently to 
economic and seasonal trends, and a staff with significant excess capacity carries 
too much cost and may tend to take on non-core tasks. Functions performed in 
bank Human Resources departments can vary significantly and there is always an 
opportunity to do more, but within budget limits. The trick is to determine which 
functions have the potential to provide the most value for the organization at a 
given point in time, to focus on them, and still be able to adjust that focus and 
priorities as business conditions change. 
 Nolan conducted a recent Human Resources redesign project with one of our 
clients which provides a good example of this dilemma. In this example, the Nolan 
Bank Performance Study indicated HR and Training costs were too high and the HR 
director was struggling with how to reduce them. Nolan worked with the project 
team to develop a current state model, which provided a baseline view of:

 • Functions currently performed in Human Resources and Training areas
 • How resources were allocated across the functions and total function cost
 •  A company-wide employee survey to gauge the perceived levels of function 

importance and performance across the organization 
 •  Current business processes which highlighted opportunities for improve-

ment  

 Nolan used a hybrid Activity-Based Management / Value Analysis approach 
designed to streamline existing processes and also evaluated the current HR func-
tions being performed in terms of the value they brought to the organization. A 
cross-functional workshop team was facilitated through a process which identified 
several improvement opportunities within the core functions such as recruiting, 
hiring, approvals, and payroll. Several technology improvement and non-personnel 
expense reduction opportunities were also identified. 
 The functional analysis piece emphasized two primary evaluation themes:

 •  The degree to which the function had the potential to positively impact the 
bank’s overall efficiency ratio (e.g.; reduce expenses or increase revenues).

(continued)

WITH SO MUCH PRESSURE TO REDUCE EXPENSES, IT 
IS CRITICALLY IMPORTANT FOR HUMAN RESOURCES 

DIRECTORS TO BE AWARE OF THE VALUE THEIR FUNC-
TIONS BRING TO THE ORGANIZATION RELATIVE TO THE 

INVESTMENT BEING MADE.
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 •  The perceived performance and value of the function from the perspective of 
internal customers.

 With the employee survey as a base, functions were evaluated based on their 
“importance” and “performance” scores. Functions viewed as being highly im-
portant but not performing optimally were targeted for improvement and then 
increased emphasis. Functions with low importance and low performance were 
targeted for significant reduction or elimination. 
 This effort resulted in several key findings and positive outcomes including:

 •  Little or no time was being spent on talent management, yet there was a 
significant opportunity to directly impact the bank’s efficiency ratio with 
stronger emphasis in this critical area.

 •  There was significant opportunity to streamline the highly paper-intensive 
environment, including simplifying or eliminating forms, approvals and 
policies.

 •  Opportunities were identified for training staff to provide value with further 
cross-training of contact center staff so that they could focus additional effort 
on improving customer retention rates by broadening customer relation-
ships. 

 •  Significant administrative expense reductions were identified, which were 
then used to help fund the acquisition of badly needed software. 

 •  There was an opportunity to better align incentive plans with corporate 
goals and strategies and more effectively drive revenue enhancement and 
expense reduction. 

 In summary, this highly successful engagement resulted in important core 
processes being streamlined, low value functions being reduced or eliminated, 
streamlined and emphasized high-value functions, and reduced overall expense. 
The process provided the HR team with a new perspective and strategic direction 
that was better aligned with the organization’s goals. 
 With so much pressure to reduce expenses, it is critically important for Human 
Resources directors to be aware of the value their functions bring to the organiza-
tion relative to the investment being made. If this awareness does not exist, there is 
a risk of spending too much time and energy on functions that don’t provide value. 
 If you would like additional information on Nolan’s Bank Performance Study 
or would like information on the case study cited above, or our work with HR 
departments in banks, please contact me at mike_meyer@renolan.com and visit our 
website at www.renolan.com.
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WHO’S IN THE DRIVER’S SEAT FOR 

BUSINESS ANALYTICS VALUE?

GERALD SHIELDS   /    PRACTICE DIRECTOR   /    gerald_shields@renolan.com

 I recently wrote an article concerning the need to extract busi-
ness value from Business Analytics.  A reader then sent me the 
following question and comment: “Who should be charged with 
making sure this happens – is it the responsibility of the CIO, 

line-of-business heads, data scientist (where there is one)? I assume it should be 
somewhat collaborative but I would think it benefits to have a key leader to drive 
this.” This is an insightful question that business and technology leaders should 
examine.
 Yes, the drive toward accountability is definitely a collaborative effort. It’s not 
unusual to find a difference of opinion as to who in the organization should own 
responsibility for deriving business value from the BA investments and activities. 
But most will agree that someone high enough in the organization must be charged 
with this responsibility in order to bring exposure, profile and accountability to the 
effort. As a former CIO, I believe this should not be the CIO. Rather, the CIO should 
partner with the head of actuarial, the CMO, the head of new business, or other 
function as appropriate heads to lead the charge.
 To some extent, just having someone drive the quest to extract value from the 
business analytics activities will help drive business value. As Dr. W. Edwards 
Deming taught, you will never be able to improve that which you do not measure. 
You have to analyze what you’re analyzing. Having detailed analytics on a compa-
ny’s analytics investment and activity may seem strange at first, but measurement 
and process analysis are key to refining business analytics to improve use and drive 
business value. 
 Companies are beginning to look at their business analytics activity on a pro-
cess maturity continuum. When considering process maturity for business analyt-
ics, the processes for the three key analytics practices should be examined:

 1. Measure: the processes to establish, report, and utilize metrics 
 2.  Extract business value: the processes to transition business questions to 
(continued)
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    analytics questions, prioritize analytics activity, execute analytics requests 
and confirm business value 

 3.  Support: the processes associated with how a company or department sup-
ports the infrastructure and the care and feeding of the analytics  
organization 

 It is critical to assess each practice area to determine if the organization has the 
processes and structure in place to consistently deliver measurable business value. 
Using a process maturity assessment model, take each process and decompose the 
associated sub-processes to define how the requisite business value is delivered.  
 For example, using a decomposition process analysis to extract business value, 
we would begin by translating business questions into analytics questions, pri-
oritizing analytics activity, executing analytics requests and confirming business 
value. Using “confirming business value” to illustrate the sub-processes, the steps 
would include: 

 •  Confirming the understanding of the analytics objective (do you have a pur-
pose in the analytics request?)

 •  Communicating the business activity from the analytics (did you take action 
on the request?)

 • Capture business results (did you quantify the value of the activity?)

 In another scenario, when businesses look for improvement utilizing BI initia-
tives the emphasis is often on metrics reporting. Yet little time is spent creating 
good processes that are thought out to encompass establishing, reporting and uti-
lizing metrics. If you were to decompose “establishing metrics” into sub-processes, 
the analysis steps would include: review and updating measures, establishing met-
ric goals and linking metrics to incentives.  Success in metrics is greatly increased 
as organizations mature these sub-processes and as their metrics processes mature, 
the benefit of BI initiatives is generally higher.
 This analysis puts an organization on the path to capitalizing on analytics 
investments and moves it closer to becoming an analytics-based organization. The 
maturity scale ranges from an organization at Level 0 (incomplete processes) up 
to Level 5 (optimized processes). As with other examples of process maturity, an 
organization at Level 0 may have some success, however, it is hit or miss and often 
limited to an occasional situation where “things just worked out well.” An organi-
zation at Level 5 has consistency in the process, ownership of the process, doc-
umentation and institutional knowledge of how and why things are done. These 
mature processes give an organization the means to achieve success.
 Whose responsibility is it to make sure business analytics activities deliver 
business value? Ultimately, it is a shared responsibility. The CIO must be involved 
just as the business leaders must be.  These leaders must set the expectation that 
the organization will be measured and held accountable for delivering business 
value.
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 The Nolan Company recently completed an analysis of a six-
year trend in bank productivity and personnel cost. In our eval-
uation, we expected to see modest increases in personnel costs 
due to the way some banks apply cost of living index increases 

by job coupled with the influence of the recession reducing turnover rates during 
this period; however, that is not all that we found.  
 From 2006 through 2012, community banks we researched had average in-
creases of 20% for the fully loaded cost per teller. In each of these examples, fully 
loaded personnel expenses include salary, bonus, and benefits. We examined the 
productivity change for tellers over the same period, expressed as monthly trans-
actions per teller, and found that it actually declined by 29%. This was surprising 
due to the attention given to improving operating performance with downward 
pressure on fees and lower margins.  We believe this reflects the national trend of 
reduced counter transactions in branches with customers increasingly opting for 
electronic bill pay and mobile banking. We also believe that staffing and scheduling 
may not be managed as closely in some banks, leading to lower productivity. 
 The platform average trend is similar. The fully loaded personnel cost per asso-
ciate went up by 26%; while, over the same period, new accounts per staff mem-
ber decreased by 23%. When we examined this more closely, the cost per deposit 
account went up by 12% and the cost per thousand dollars of balances went up 
by 9%. Additionally, the personnel cost for branch administration also went up by 
28% over the same period. 
 The commercial lending operating costs were examined in total to blend the 
mix between middle market, small business, commercial real estate, and large com-
mercial loans. The personnel expense per lender increased here as well by 17% 
and productivity, as reflected in the ratio of new loans in millions per commercial 
lender, went down by 37%. 
 Consumer lending was evaluated in total, as well, blending all direct and indi-
rect lending for the comparative years. We found that the personnel expenses per 
lender went up just 4% while the productivity for this line of business, as reflected
(continued)

ALARMING TRENDS FOR COMMUNITY BANK 

PRODUCTIVITY AND PERSONNEL COST

ROBERT GRASING   /    PRESIDENT    /   bob_grasing@renolan.com



in new loans per lender, actually improved by 2%. This may be the result of more 
banks employing a form of credit scoring to lower their costs and improve turn-
around.   
 Credit operations personnel expenses per analyst increased by 33%, while the 
productivity, as reflected in the underwriting cost per commercial, consumer, and 
private banking loan, went down by 8%. This is a partial offset for the personnel 
cost gains, but much more will have to be done in community banks to this end in 
the near future. 
 We also examined all administrative areas – including Audit, Finance, Compli-
ance, Marketing, Human Resources, facilities, Information Technology, CEO and 
Corporate staff, Security, Legal, and Purchasing – and found a similar trend with 
personnel expenses per staff member up 2.7%, and the total cost of administration 
up by 5%, as reflected in the comparison to total bank costs.
 The alarming trend is that personnel costs are indeed rising, and many banks 
are not offsetting these increases with either revenue or productivity gains. What is 
your six-year trend? And what does it portend for the next six years? It may be time 
to rethink your processes in a very serious way and develop a much better under-
standing of the metrics that can be managed within each line area and support 
function of the bank.
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THE ALARMING TREND IS THAT PERSONNEL COSTS ARE 
INDEED RISING, AND MANY BANKS ARE NOT 

OFFSETTING THESE INCREASES WITH EITHER REVENUE 
OR PRODUCTIVITY GAINS.



NOLAN’S P&C EXECUTIVE SURVEY: 

A CLOSE LOOK AT EMERGING TRENDS

MICHAEL T. MURDOCK, CPCU, ARM   /    PRACTICE DIRECTOR   /    michael_murdock@renolan.com

 There is no better way to learn about the trends in an industry 
than from the executives who live it every day. Most of the se-
nior industry leaders who participated in Nolan’s P&C Executive 
Survey told us they are cautiously optimistic about the near 

future. While they currently face a tumultuous business climate, the P&C indus-
try tends to weather adverse economic times relatively well. The most successful 
companies are those who have harnessed the complex process of adaptation into a 
routine discipline that adjusts with the industry’s inherent business cycles. 
 Our survey focused on key issues involving underwriting, claims, technology, 
contact centers, social media and organizational maturity. As we look deeper into 
each of these areas, the survey results reveal these critical trends and challenges:

 •  Economic growth is gradual with low interest rates putting focus on un-
derwriting discipline, loss and expense management, retention and growth 
acceleration.

 •  Competitive market conditions coupled with favorable pricing trends are 
emphasizing the question of how much rate is sustainable in the market-
place.

 •  Managing balance sheet impact is becoming increasingly complex as leaders 
navigate the adverse effects of major catastrophes like “super-storm” Sandy.

 • Technology is advancing rapidly, and with it demand for capital investment.
 •  Reduction in claims loss costs and LAE, as well as improvement in reserve 

management practices, are offsetting low investment returns.
 • The complexity of “big data” and predictive modeling. 
 • Use of social media in claims, underwriting, marketing and servicing.
 • Expected M&A activity to grow premium volume.
 • Increasing industry regulatory oversight.
 • Pursuit of “best in peer” organizational maturity.

Underwriting
 The top three underwriting objectives were identified as increased profitability, 
(continued)
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renewal retention and organic growth. Those in turn put a priority on key un-
derwriting initiatives such as analytics programs and new policy management 
systems. Of the respondents, 45% indicate market conditions will improve in the 
coming year, 54% indicate market conditions will remain the same, and 81% indi-
cate premium growth will be under 10%.
 Given this information, combined with our experience in the industry, Nolan 
expects the following:

 •  Even with the market continuing to harden, rate increases may not be 
sufficient to sustain acceptable margins. Claim inflation may outpace rate 
increases. 

 •  A slow decline in reserve releases compared to prior years will impact re-
sults if reserves become inadequate. 

 •  Low interest rates and minimal investment yields place more pressure on 
underwriting profit. 

 •  Service will be a source of differentiation and a foundation for growth in the 
coming years.

Claims
 Priority claims initiatives include claims analytics programs, litigation manage-
ment and SIU effectiveness. The top three claims objectives are reducing loss costs, 
reducing LAE costs and improving claim reserve practices.
 The use of analytics in fraud detection and reduction can have a significant im-
pact on a carrier’s financial results. It can improve claims decision making, adjuster 
performance, settlement outcomes and operational efficiency. Analytics provides 
greater insight into a claim’s context and enables a transition from a reactive to pro-
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Analytics Program

New Policy Management System

Increase or Improve Staff Expertise

Mobile Technology Platform

Social Media Program

Operations Consolidation or Restructuring

Usage Based Insurance (UBI) Pricing

Move to “Book” Underwriting

Administration and/or Policy
Services Outsourcing

             Other   

   

Underwriting Initiatives Planned or Underway

Low High

Increase Profitability

Renewal Retention

Organic Growth

Expense Ratio Improvement

Improvement in Customer Satisfaction

Entering New Line(s) of Business

Growth Through Acquisition

Business as Usual

Other

Underwriting Objectives   

Low High
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active approach. It also provides for early detection of adverse claims development 
with a forward-looking view of frequency, severity, claims duration and LAE.
 Given the industry’s dwindling reserve redundancy due to releases over the last 
several years to improve results, it is not surprising to see improving claims reserve 
practices as an important claims objective going forward. As reserve redundancy is 
reduced, it will be critical for case reserves to be adequate to pay losses.

 •  Respondents overwhelmingly agree reducing loss costs is their primary 
objective, followed by reducing LAE and improving claim reserve practices.

 •  Respondents indicated that claims process and workflow improvements will 
have the most significant impact on claims results.

 •  Companies intend to place more emphasis on the quality of their claims 
operation and implementation of new claims technology with improved 
claims workflow and process changes as well as implementation of updated 
technology: 

Technology
 Technology initiatives such as expanding the use of data warehouses and data 
marts with reporting tools, replacing legacy policy management and replacing 
claim management systems are indicated as three top initiatives by most survey 
respondents. The three biggest technology challenges include staying current with 
technology in a rapidly changing IT environment, capital and expense budgetary 
constraints and the capacity of internal IT resources. 

 •  The market may not harden to the extent expected, placing higher pressure 
on IT to enable improved underwriting profitability with enhanced under-
writing-related technologies.

(continued)

Claims Analytics Programs            52%
Litigation Management Program           52%
SIU Effectiveness and Results            40%
Claims Operations Centralization           32%
New Claims System              28%
Mobile Technology Platform            27%
CMS Medicare Process and Reporting Effectiveness        22%
Workers Compensation Managed Care Programs        20%
Recovery Results Program            15%
Increased Use of Outsourced Resources            9%
Claims Operations Decentralization             7%

Specific Claims Initiatives Planned or Underway

Reduce Loss Costs

Reduce Loss Adjustment Expenses

Improve Claims Reserve Practices

Improve Claims Customer Service

Other

Claims Objectives    

ImportanceLow High



  •  Legacy policy management systems replacement ranked the second most 
popular program, with 65% of respondents listing it as a top initiative.

 •  Technology is paying material dividends by increasing risk management  
effectiveness, reducing fraud, enhancing distribution effectiveness, improv-
ing the customer experience, and reducing infrastructure costs.

 •  Companies must find their own unique ways to apply technology in order to 
achieve market and service differentiation.

 The third-place ranking of “replacing legacy claims technology” may reflect 
how much has already been accomplished in recent years, however, those compa-
nies relying on older claims technology should make systems renewal a priority. 
Today’s claims technologies can have a significant and, for some, a surprising 
impact on a company’s results by enabling improved claims results.  Keeping those 
systems up to date should be a top priority, yet claims systems (and processes) are 
too often allowed to become outdated due in part to the perception that claims 
technologies haven’t changed much, or that the costs don’t justify the benefits.
 Interestingly, 40% of the respondents indicated they have no plans to imple-
ment a mobile technology platform. Companies not investing in mobile solutions, 
and the required governance platforms, will find themselves at a competitive disad-
vantage as market acceptance, functionality and dependence continues to grow.

Contact Centers
 The top two contact center-related responses raise a potential concern.  Only 
about half the respondents indicate that policy service-specific and claims-spe-
cific contact centers are in place and functioning effectively.  Many companies 
may therefore find themselves playing catch-up in terms of delivering competitive 
service.  The good news is that the next highest-ranking response indicates that 
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Expand Use of Data Warehouses and Data Marts with Reporting Tools   72%
Replace Legacy Policy Management Systems         65%
Replace Legacy Claims Management Systems         33%
Increase the Use of Web-Based Claims Reporting        32% 
Use Cloud Technology             31%
Deploy Tablet Computing for Internal Staff         25%
Systems Vendor Hosting Solution vs. an Onsite System Installation      18%
Extend the Life of Legacy Systems                     9%

Specific Technology Initiatives Planned or Underway

Staying Current with Technology in a Changing IT Environment           70%
Budgetary Constraints (Capital and Expense)              68%
Capacity of Internal IT Resources                57%
Availability of Qualified IT Staff                                      56%
Capacity of Internal Business Resources                          43%
IT Resource Expertise (Volume and Capability)              42%
Company Size                             14%
Need for Outsourced Technology Expertise                          9%
Security Breaches Involving Use of Cloud Technology               4%
Other (Legacy Systems, Weak Vendors, External Demands)                      2%

Our Biggest Challenges in Technology:
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contact center usage will expand during the next twelve months.
 •  The opportunity and capability to deliver differentiated service is rooted 

in the contact center. This critically important capability requires a mix of 
market awareness, skills, culture, and technology.

 •  Balancing contact complexity and contact type is becoming increasingly 
difficult. Companies must evaluate how to best provide a satisfying service 
experience, while optimizing staff utilization. Further complicating the issue 
is the evolving role of agents as companies search for ways to partner with 
the distribution channel in delivering differentiated service. 

 •  Customer tolerance for lower service standards is rapidly disappearing as 
expectations rise and performance is routinely compared to best-in-class 
providers from other industries. 

Social Media
 Most companies have embraced social media and are using it in marketing 
(53%), claims (20%), underwriting (14%), and customer service (13%). The bene-
fits of social media vary in level of importance but monitoring reputation across the 
internet is the primary benefit indicated. 
 A number of companies have formally integrated social media searches into 
their underwriting and claims processes, taking advantage of publicly available 
data to add to the file as part of the risk assessment decision. Privacy concerns may
(continued)

Policy Services Contact Centers are in Place and Effective                        55%

Claims Services Contact Centers are in Place and Effective                49%

Expanding Functional Use of Contact Centers Within 12 Months     47% 

Personal Lines Underwriting Tasks Being Deployed to Contact Centers        34%

Commercial Lines Underwriting Tasks Being Deployed to Contact Centers   32% 

Core Contact Center Services are Being Outsourced        26%

Claims Contact Centers Handle First Notice of Loss Claims Reporting      13%

More Claims Adjusters Will Work in a Contact Center Environment               13%

Higher Claim Volume Handled to Completion in Claims Contact Center       10%

Contact Centers Serve Multiple Functions                    10%

Staffing of Contact Centers is a Major Limiter and Business Challenge            9%

Contact Centers Most Improved Through Deployment of New Technologies   7%

Contact Centers Currently Use Home-Based Employees                  1%

Contact Center Perspectives

Low High

Telephone

Email

Traditional mail

Text messages

Web chats

Other

Contact Center Communication Methods



drive a shift in the use of social media over time. The survey responses reflect that 
social media has been a powerful tool for claims in fighting fraud. Providing fraud 
indicators to trigger additional research has proven to be one of social media’s tan-
gible values within the industry.

 •  Social media is here to stay, and it is an important cultural shift that compa-
nies must learn to manage effectively. 

 •  Carriers will be held to a higher standard of accessibility and will need to 
listen and respond to customers and others under the new paradigms of 
social media. 

 •  It is critical for companies to recognize the significance that social media has 
for their brand and make the necessary investments to implement dedicated 
programs to manage their social media presence.

Organizational Maturity
 52% of the respondents rate their company’s organizational maturity as “best in 
class” or “strength” in regard to their staff applying knowledge of vision, mission 
and value propositions in their work.
 Organizational maturity measures the degree and efficiency of methods of 
alignment. It determines the readiness of an organization to act as a cohesive and 
focused unit. Staff alignment, organizational positioning and effective communica-
tions all ranked as organizational maturity strengths for respondents. These three 
factors measure an organization’s efficiency and agility in adapting to change, and 
are critical for leading-edge and fast-following companies engaged in navigating the 
current dynamic times to achieve “best in peer group” organizational maturity.

 •  Companies looking to gain competitive advantage must allocate financial 
and human resources to replace aging legacy technologies, update skillsets, 
become adept with data and redesign outdated IT management practices. 
The market value of these actions is proven.
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Monitoring Reputation Across the Internet

Capturing Analytics About Use of Company’s Social Media

Capturing Demographics About Users of Company’s Social Media

Capturing Specific Customer Information From Social Media

Tracking Benefits of Social Media

Benefits of Social Media to Your Company

Low High

Social Media Use by Department

Marketing (53%)

Underwriting (14%)

Customer Service (13%)

Claims (20%)
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 •  Claims, underwriting, actuarial and distribution are the hardest hit areas in 
terms of talent loss.

Conclusions
 Through this survey industry executives have told us they recognize that nav-
igating the tumultuous business climate they face now and in the near future will 
require strong leadership and strategic discipline – stronger than has been typical 
for some carriers in the past. Implementing new technology in their organizations 
is a top priority for all. 

 •  Operational effectiveness will be critical in order to control expenses in this 
highly competitive environment. 

 •  The emphasis on underwriting discipline and effective control of loss costs 
will continue to improve margins. 

 •  Higher-quality underwriting information, obtained through the use of ana- 
lytic tools in creating highly-usable indicators, will improve risk selection 
and pricing. 

 •  Process improvement, supported by investment in emerging technologies, 
will yield improved efficiencies and necessary cost reductions. 

 •  Continuing to redefine company and distribution channel roles in the ac-
quisition, retention, and claims processes will further eliminate redundant 
activities and their associated impacts. 

 •  Skilled and knowledgeable people are still the most important asset in an or-
ganization. Therefore, finding and retaining talent remains a critical priority.

 As noted before, companies who have fine-tuned their ability to respond to in-
dustry cycles have been the most successful. The survey respondents are optimistic 
that they can maintain the underwriting discipline needed to compete in the mar-
ketplace with modest rate increases and organic premium growth, while achieving 
profitability. 
 I’d be happy to discuss more about our analysis and answer questions about 
the survey. Feel free to contact me at michael_murdock@renolan.com.  To request a 
complimentary copy of the survey report, please visit renolan.com/pcsurvey.

Staff Applies Knowledge of Our Vision, Mission and Value Proposition

Our Organization is Well Positioned for Growth Over the Next Three Years

We Communicate Well Across Departments and Also Deep Into the Organization

We Practice Continuous Improvement

We Have the Staff Talent Needed to Fill Our Needs

Projects Are Completed Timely Across the Organization

Our Overall IT Systems Are Current With Limited Need for Improvement

Organizational Maturity 

Low HighStrengths
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 Lisa Winternheimer has joined the Nolan team as 
Principal Consultant.  With more than 25 years of ex-
perience in leadership roles, Lisa’s diverse healthcare 
industry experience spans Medicaid, Medicare, un-
insured, Federally Qualified Health Centers, Primary 
Care Centers, Primary Care Associations, case manage-
ment, disease management, and quality management. 

 Prior to joining Nolan, Lisa served as an Executive 
Director at OptumHealth where she directed oper-
ations for a national clinical call center. In addition 
she served as President and CEO of Indiana Primary 
Health Care Association providing strategic vision and mission for the non-profit 
organization. Lisa is also a registered nurse. We are very pleased to welcome Lisa to 
the Nolan team.

A NEW FACE AT NOLAN



23

LIMRA Annual Conference | October 20-22 | New York, NY

Chairman & CEO Dennis Sullivan and Senior Vice President Ed Fenwick will be on hand for this 

event. Nolan is pleased to be a break sponsor – limra.com

IASA Mid-South Chapter Annual Conference | October 27-29, 2013 | Nashville, TN

Nolan Practice Director, Gerald Shields and Principal Consultant, Jon Olive, will speak on 

mobile technology management in a presentation titled, “Bring Your Own Device” at this 

event –  www.iasa.org

Women in Insurance Leadership Forum | October 29-30, 2013 | Chicago, IL

Nolan is proud to be a sponsor for this annual event. Executive Vice President Rod Travers 

and Practice Director Mary Hood will attend. To learn more about the event –  

http://www.insurancenetworking.com/conferences/women-in-insurance

PCI Executive Roundtable Seminar | February 9-11, 2014 | Captiva Island, FL 

Nolan is pleased to again sponsor the opening reception for this annual event. Nolan’s 

Chairman and CEO Dennis Sullivan and Executive Vice President Steve Discher will attend 

– www.pciaa.net

NAMIC Claims Conference | February 11-13, 2014 | St. Augustine, FL 

Nolan speakers will be on hand to present on Claims topics in Peer-to-Peer learning sessions 

– http://www.namic.org/seminars/claims.asp

NOLAN EVENTS



EXCELLENCE REQUIRES PASSION 

AND EXECUTION

 There is an old saying that everyone wants to go to heaven but 
no one wants to die. Loosely translated to business, that means 
everyone wants to grow a profitable business but few are up to 
the challenge of executing the steps necessary for change and 

measuring results to assure necessary progress. As the strategic planning season 
begins and senior leaders head out to exotic off-site retreats in order to “look to the 
future,” there are a number of lessons to bear in mind as you unfold your vision for 
the year ahead.
 Creating the company’s vision for the coming year is designed to inspire pas-
sion and rally the troops for a drive towards Excellence. But the real challenge is 
to back up that passion with sound fundamentals and an execution strategy that 
turns those words into action. As you develop plans and put the final touches on 
your vision and goals for the future, make sure you spend an equal amount of time 
determining which initiatives are best suited to help reach your goals. By the way, 
five strategic initiatives are more manageable and bring focus. 
 For example, “growing premium” is not enough. What new actions are required 
and how will you manage your sales force to insure the new actions are being  
followed?
 Whether it is a new sales strategy, an organizational restructure or a new opera-
tional strategy to better leverage new technology investments, be sure to define how 
to measure success. What are the key metrics you’ll use for measurement?  What 
are the expected time frames to start seeing results?  What are the “defined” actions 
to be taken to reach the stated goals?
 Defined steps and actions must accompany any vision statement including data 
to evaluate progress, metrics to drive the change needed and assigned accountabil-
ity for delivering the improvement. Finance and IT have the data that is the key to 
getting your organization to be data and metrics driven in order to make the new 
vision happen. Things always look better at 30,000 feet, but it is on the ground 
where the winners make things happen. Good luck as you strive for Excellence in 
2014!

DENNIS SULLIVAN    /    CHAIRMAN AND CEO    /    dennis_sullivan@renolan.com
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