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5 Strategies to Cure the Underperforming Producer Epidemic

Acknowledging What It Takes and How to Get There

By Frank Pennachio and Susan Toussaint

EXECUTIVE SUMMARY
In this white paper;, you'll learn:

How marketplace complexity affects success
How agencies fail producers

How producers fail themselves and their clients
How producer segmentation can help agencies
address performance

How keeping an underperforming producer
negatively affects agency

brand and erodes carrier

and prospective relationships

One of the greatest challenges facing agency principals and sales managers
is the failure of new and existing producers to meet their production and
profitability goals. Producer underperformance is a chronic condition in
insurance agencies.

This condition was illuminated when the economy contracted and agency
revenue growth declined because client exposures and premiums were
reduced or just went away. Agencies soon realized that their growth had been
linked to their clients’” business growth in a booming economy, not organically
through producer performance.

Through conversations and engagements with hundreds of insurance agencies,
we've found that agency leadership historically has addressed producer
underperformance in one or more ways:

* Hire more producers to improve the odds of finding a great performer

* Send producers to training programs that never get integrated into the
agency's culture or performance expectations

+ Join clusters to gain access to more markets to improve profitability

¢ Ignore underperforming producers out of fear of losing that “one”
important account

Many companies that once functioned within simple, self-contained

markets now face competition from unexpected players.

In most instances, these methods have failed to increase the agency's organic
growth and profitability. And, in many cases, they have actually created
confusion, decreased profitability and increased opportunity costs.

Moving forward doing more of the same will not produce different results.
The time has come to take a hard look at why producers are underperforming
and what an agency needs to do to cure this condition.

In this white paper, we will look at five essential strategies agencies must take
to address producer underperformance.

Strategy |: Embrace Complexity

In the September 201 | Harvard Business Review article “Learning to Live with
Complexity,” the authors Gokce Sargut and Rita Gunther McGrath addressed
how complexity disrupts business ecosystems and can hinder success.

Selling insurance in today's marketplace is complex. If complexity is defined
as systems which “are imbued with features that may operate in patterned
ways but whose interactions are continually changing,”' that sums up what
producers face on a daily basis:

* Group buying decisions

*

Multilocation risks

+ Market forces

¢ Increased competition from national brokers
+ Commodity-oriented sellers

¢ Changing carrier appetites

'Gokee Sargut and Rita Gunther McGrath, “Learning to Live with Complexity,” Harvard Business Review September 201 |
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If this is today's selling environment, why are agencies still training producers to
sell in yesterday's marketplace?

The increasing complexity of the marketplace requires skills greater than likeability,
desire and connections. It requires that producers and agencies recognize the
needs of today’s complex organizations, how they operate and what resources
and capabilities they seek from their business partners.

Yet many producers are unknowingly encouraged to sell in a Sales 1.0 world
instead of preparing to meet the challenges by embracing the elements of Sales
2.0: Strategy, People, Process and Technology.

Sales 2.0 practices combine the science of process-driven
operations with the art of collaborative relationships,
using the most profitable and most expedient sales
resources required to meet customers’ needs.This
approach produces superior, predictable, repeatable
business results, including increased revenue, decreased
sales costs and sustained competitive advantage.

Sales 2.0 by Anneke Seley and Brent Hollow

Failure to adopt will increase failure rates and leave producers and agencies at
risk. Agencies must determine not only who they are in the marketplace and who
they want to service, but also how they are going to compete in an increasingly
complex sales environment.

Three important strategies include:

| Adoption and universal use of an effective, consistent and repeatable
sales process

2. Systemization of lead attraction and development strategies to create
predictable revenue

3. Alignment of agency capabilities and resources with employer goals and
objectives

Agencies that embrace complexity will thrive, while those who remain good at the

old game will find it more difficult to compete and, ultimately, will be left behind.

Strategy 2: Create an Environment of Expectation

Many of the agencies we work with
fail to identify and communicate what
they expect from their production

Ex-pec-ta-tion: A

team. Because they haven't identified .
confident belief or strong

and articulated their expectations

other than producer validation hope that a particular

event will happen.

2 to 3 years down the road, rarely

do their producers have a clear
understanding of what is expected of
them on a daily, weekly, monthly or
quarterly basis.
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This failure to set expectations leaves many producers confused and unsure
of what success looks like. Additionally, a lack of expectations ultimately leads
producers to define success from their own point of view rather than from
the agency's.

It is essential that agencies communicate and hold producers accountable to a
singular view of success—theirs.

So how do agencies set expectations and measure performance?

First, they must look beyond revenue. While revenue generation is essential
to measure, it is frequently a lagging indicator of success and rarely tells the
whole story.

Let's explore four nonrevenue indicators that are frequently ignored but play a
critical role in creating an environment of expectation.

. Key Performance Activities. How many calls, meetings and leads-to-sales
conversions are being accomplished on a daily, weekly and monthly basis
and is the activity sufficient to lead to the expected revenue generation?

2. Efficiency and Effectiveness. Are sales pipelines filled with the right-fit
clients and opportunities to produce expected and necessary revenue! Is
there a clear understanding of the sales process, when to advance and
when to walk away? Do producers know how to manage their pipeline to
insure revenue predictability?

3. Results. Are producers focused on the results that they create for their
clients, themselves and the agency? Are the results aligned with agency
expectations? Are results measured and improved upon regularly?

4. Genuine Curiosity. Do producers actively seek learning and growth
opportunities? Are they students of their craft? Do they commit off
business hours to conduct research on prospects and gain niche or
specialized industry knowledge?

Expectations, when clearly communicated and measured, regularly provide
producers with the foundational understanding of what success looks like
within an agency. Likelihood of failure is decreased when the producer and
the agency work towards a common set of objectives that have been clearly
defined and articulated.

Strategy 3: Hire Leaders, Not Followers

The ability to “close the deal” is a culmination of many factors in the
prospect-seller relationship. One of the most overlooked attributes when
hiring salespeople is their ability to effectively and efficiently lead a prospect
through the buying process.

Lacking a leadership orientation and skills, many producers will unwittingly
follow the employer’s Flawed and Dangerous Buying Process™ of managing
risk and buying insurance. Employers want leadership but rarely get it.

Sales leadership is an innate skill few have but one that can be taught to the
willing producer.

Sales leaders are self-directed and accountable to themselves, their team and the
agency. They inspire others through their actions, dialog and ability to connect.
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Let's look at five additional capabilities of sales leaders:

|. The ability to help employers

self-discover risks and threats of O you stop trying to

identify the interests of
the customer and build

which they were previously unaware

2. The ability to create alliances and

centers of influence to grow business .
. & alliances on behalf of
opportunities .
those interests, you can

3. The ability to create a vision of a
o rest assured that your

future relationship in the sales

base of business will

process

. . Start to evaporate.
4. The ability to link agency resources

Lead, Sell or Get Out
of The Way by Ron Karr

and capabilities to address clients’
risks and threats

5. The ability to secure business for
themselves and the agency through
the identification and selection of the perfect-client type

Producers that are unwilling or unable to gain and hone these abilities will
forever compete on price and devalue their role in helping employers improve
their outcomes. This negatively affects all stakeholders: the agency, the
producer and the customer.

In today's complex environment, employers prefer business relationships with
producers who can lead them through a process that will improve their business
outcomes and guide them towards greater profitability and sustainability.

Strategy 4: Segment Producers Needs and Align Training
Resources to Improve Success

A common approach among agency owners and sales managers is to provide
producers, regardless of their skill level or needs, with a predetermined set of

sales training resources and activities.

Failure to assess the needs and attributes of producers before implementing
sales training activities is a flat out waste of time, energy and resources.
Agencies must clearly identify what attributes need to be improved or
developed and who among their team lacks them.

Ina 201! report by Rain Group, Mike Schultz and John Doerr explored why
sales training fails. They state that “accuracy (sales knowledge) is not enough;
salespeople need fluency.”

Unless agencies segment producers and identify knowledge and fluency gaps, it
is impossible to align training that will favorably affect outcomes.

So how does an agency align training resources with producer needs? First,
agencies must identify if the problem is a lack of knowledge or a lack of ability
to convey the knowledge fluently. Here are two examples of areas in which

producers may be lacking knowledge or fluency.
I. Knowledge

¢ Is Technical Knowledge Missing? Does the producer have the depth
and breadth of knowledge necessary to understand issues and identify
opportunities?
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¢ Is Sales Process Knowledge Missing? Does the producer have the ability to
effectively move the buyer through all stages of the process?

¢ Are Sales Maximized? Does the producer have the ability to cross-sell and
up-sell clients?

2. Fluency

¢ Are Lead Development or Nurturing Abilities Lacking? Does the
producer have the skills to identify the right-fit client and convey a value
proposition that precipitates attention and curiosity?

¢ Is the Ability to Connect Resources with Identified Risks and Threats
Lacking? Does the producer have the skills to align internal and external
resources profitably and effectively?

¢ Do the Skills to Assess the Marketplace Exist? Can the producer identify
marketplace trends and adapt to meet those needs?

Once a thorough needs-analysis is completed, an effective sales training
program can be developed. Agencies can't afford to waste valuable and costly
resources on training that doesn't meet the needs of their producers.

Improving sales knowledge and fluency will not only improve sales outcomes,
but could improve producer and client retention.

Strategy 5: Liberate the Unwilling and Unable

In greater numbers, agencies are spending thousands and, yes, hundreds
of thousands of dollars on branding and messaging campaigns to attract

prospective business opportunities and to differentiate themselves in the
marketplace.

Yet, everyday these same agencies put their brand at risk by allowing unwilling
or unable producers to represent them.

There is a simple solution to this problem and it's called liberation. Agencies
must hold producers accountable for achieving agency goals and objectives
as well as for protecting the reputation and value of the agency in the
marketplace. They must be willing to cut their losses with producers whose
lack of abilities and commitment negatively affect the agencies’ culture

and viability.

How can a producer erode agency brand? Here are eight common ways:
I Unwilling to adopt the agency's goals and objectives as their own

2. Unwilling to move away from the commodity approach of bidding
and quoting

3. Unwilling to improve and grow professionally
4. Unwilling to protect carrier and agency relationships
5. Unable to connect agency capabilities with client needs

6. Unable to effectively communicate agency differentiators and value
proposition

7. Unable to effectively move clients through the sales process

8. Unable to gain agreements and commitments from prospective clients
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Producers who are eroding the agency brand and not operating in alignment
with the agency's goals and objectives must be identified quickly. Interventions
and opportunities to improve should be offered with specific timelines and
accountabilities.

Failure to do so precipitates failure for both the agency and the producer.

Summary

Assessing and addressing the producer underperformance epidemic is complex.
The keys to a successful approach to this issue include:

* Acknowledging the complexity of today's sales and business environment
* Creating and holding producers accountable for agency expectations

¢ Hiring sales leaders

¢ Providing training to meet the specific needs of producers

¢ Liberating those that are unwilling or unable

There are no magic bullets or easy solutions, but with a thoughtful and
process-driven approach, there is opportunity for improved outcomes.
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The WorkComp Advisory Group s a training and consutting organization working with independent insurance agencies throughout the United States.

It is our business objective to assist agencies in creating exceptional producers™ and organic and sustainable growth by providing the strategies to:

¢ Demonstrate Agency Differentiation
¢ Develop and Leverage Producer Capabilities and Specialization
+ Diversify Revenue through Fee-Based Consutting

¢ Develop New andYoung Producers

To learn more about The WorkComp Advisory Group, please visit www.workcompadvisorygroup.com or call | (888) 496-1117 ext 2.
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