
BY JAKE MCDONALD AND JAY MESCHKE

For several reasons in the late 1990s, the banking industry began reducing its reliance 
on in-house training programs. Banks found that their investment in staff training was 
delivering little advantage because newly trained employees were quickly moving on in 

pursuit of higher salaries. Banks were asking “What if we spend the money on training and they 
leave?” without considering the real question, “What if we don’t train them and they stay?” This 
mindset had an impact on the credit analysis function that tended to be the training ground 
and feeder system for a bank’s commercial lending talent pool. 

Many large banks also started credit scoring business loans, in some cases up to $4 million. 
“Credit scoring took much of the human element out of the loan approval process,” according 
to Jeff Judy, a trainer, presenter and consultant to financial institutions. He likens it to “knowing 
how to use a calculator, but not understanding the meaning behind the numbers.”

Over time, a growing percentage of bank employees lacked the basic training and 
fundamentals required for responsibilities beyond entry-level positions, such as the credit 
analysis undertaken for commercial borrowers. Performing credit analysis helps evaluate a 
borrower’s ability to pay on the loan, and without the proper expertise banks run the risk of 
engaging in riskier loans and taking in portfolios with toxic assets. The reduction in the number 
of banks in the U.S. over the same period had the effect of masking the problem.

Fast forward to today and one sees a talent pool gap within the credit function – a gap that 
is now approaching 20 years in the making. Banks have tried to resolve this issue by shifting 
analysis duties to higher-ranking personnel, offloading activities to the loan review or internal 
audit departments, or simply doing without. Industry associations and banking schools 
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can help banks ensure borrowers are equipped to pay 
back the loans they seek, which helps the bank avoid 
portfolios with toxic assets. 

CASE STUDY: Credit Analysis Outsourcing  
Accrues Benefits for Bank

For More Information

Outsourcing key functions – whether credit risk analysis 
or the search for the right talent – can help banks 
address talent shortages. 

For more information on outsourcing the employee 
search, please contact Jay Meschke (816.945.5401) of 
CBIZ EFL Associates, a retained executive search firm. 
For more information on credit analysis outsourcing, 
please contact Jake McDonald (610.862.2202) in the 
CBIZ Credit Risk Advisory Practice.

attempted to plug the hole. Although many of these 
programs were well-developed, they did not fully resolve 
the talent gap to consistently support growth and 
training in a meaningful way. The diminishing ranks of 
credit analysts cascaded to the lending function in that 
the undersupply of analysts ultimately led to a similar 
shortfall of loan officers.

In all, the above described dynamics resulted in a lost 
generation of analysts and commercial lenders as banks 
attempted to resolve the challenge by swapping talent, 
which was an expensive and, many times, poor outcome. 

Today, market forces are at play to address this 
industry-wide epidemic. On one hand, several 
progressive banks are resurrecting the credit analyst 
training programs of old to attract talent into the 
banking industry, control the content and consistency of 
the training, and dictate their destinies in an intentional 
manner. The strategy can be time-consuming and costly, 
however. Therefore, this strategy is only available as an 
option to the larger banks with sufficient resources, while 
the smaller regional and community banks may not have 
this as a viable option.

As an alternative, an increasingly prevalent tactic is to 
outsource credit analysis to third-party providers. This 
approach is appealing for a number of reasons: 

n   A third party assures resources are available to satisfy 
a bank’s needs. 

n   The “seal of approval” supplied by the outsourced 
vendor can be depended on to be industry compliant, 
consistent with the requirements and goals of the 
lending institution, and a quality work product of 
professionals who specialize in the service. 

n   An independent third party provides an objective 
analysis that is less prone to the subjectivity of an 
internal department.

n   The third party bears the burden of training staff. 
n   Because the bank has to staff for its peak needs 

even if the utilization is seasonal or fluctuates, this is 
a flexible on-demand solution that you pay for when 
you need it, as opposed to a fixed cost that is often 
underutilized.

Another option is to recruit the talent with the credit 
analysis expertise to fill in the knowledge and experience 
gaps within your organization. A third-party executive 
search firm can help evaluate a large pool of candidates 
while reducing the burden of the employee search on 
internal human resources departments.

Regardless of the approach, a clear case has been made 
for return on investment. Having knowledgeable staff 
trained in banking fundamentals is essential, whether the 
professionals come in with that expertise, are outsourced 
to a reputable third party or receive internal training. 
Professionals well-versed in credit analysis fundamentals 
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Podcast Introduction

Cyber hackers rob banks that are much more 
sophisticated than those in the days of say, Jesse James. 
And certainly, they’re much more intelligent than Isaac 
Davis who committed the very first bank robbery in the 
U.S. in 1798. Davis robbed the Bank of Pennsylvania 
at Carpenters Hall in Philadelphia, PA. He robbed the 
bank of over $162,000 and then deposited the funds in 
his own account at the same bank. Not very smart. No 
surprise he got busted.

Today’s cyber pirates aren’t that stupid. They attack the 
bank’s web application. They shut down their site for 
ransom with denial of service attacks. They skim credit 
and debit cards. They engage in privilege misuse and 
crime ware, for example. 

Cybercrime is a huge threat to banks. The reason we are 
putting so much attention and focus to it at BankBosun 
is the expectation that more bad guy resources will be 
directed at community and regional banks in the future 
for two primary reasons. Number one, the Willie Sutton 
factor. When he was asked by the FBI, “Hey Willie, why 
do you rob banks?” he replied, “Because that’s where 
the money is.” Then, a second reason – insufficient 
resources to prevent and detect. 

If lower net interest margins and higher regulatory 
burden weren’t enough, the additional expense required 
for cyber security risk management is enough to put you 
over the top.

Tune In to the Interview 

Kelly Coughlin interviews Kris St. Martin, Vice President, 
CBIZ Insurance Services and Director of the Bank 
Services Program. You can listen to this very informative 
two-part interview at your leisure. 

n   Cyber Risk podcast, Part 1 - Discussion of cyber 
and related risks facing the banking industry, risk 
management and mitigation options

n   Cyber Risk podcast, Part 2 - What drives premium 
costs and once a bank experiences a cyber intrusion, 
what are the actual types of costs the bank can 
insure? How to make sure that these costs are 
recoverable in an insurance claim. 

For more information about cyber 
risk and key issues to consider with 
cybersecurity insurance, contact 
Kris St. Martin, Vice President, 
CBIZ Insurance and Bank Program 
Director 763.549.2267 or your local 
CBIZ advisor.

CBIZ Cyber Risk Management: 
Effective Solutions for Banks
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BY DON KIM

For most privately owned enterprises, the death, 
disability or retirement of a co-owner or key 
employee can directly impact the sustainability of 

the business. The loss of a co-owner or vital employee 
not only impacts short-term operations, it can have a 
dramatic impact on the viability of the company long 
term. Within this perspective, life insurance can be a 
multi-purpose financial tool to address key business 
issues of importance to both business owners and 
lenders to that business. 

Planning for the Future

Life and business are both full of the unexpected, and 
wise business owners will be as well-prepared as they 
can be for any possibility. Companies that have instituted 
succession plans ensure the stability of the business and 
bolster the confidence of business partners, vendors and 
bankers alike. The challenge is to develop a succession 
plan that satisfies each business owner’s desires to pass 
along assets to his/her heirs, while making sure the 
business is not negatively impacted. 

Life insurance can play an important role in ensuring 
continued success by both funding a succession plan and 
reducing the risk represented by the loss of an owner or 
key employee. A key benefit of using life insurance is that 
it can be integrated with tools and strategies commonly 
used in succession planning, such as:

n   Buy-Sell Agreements. Buy-Sell Agreements provide 
an orderly means of transferring a business interest 
upon the death, disability or retirement of an owner. 
However, buy-sell agreements must be fully funded to 
be useful.

n   Key Person Insurance. Key Person Insurance is a 
simple, efficient way to provide your business with the 
liquidity needed to handle the loss of a key employee 
and recruit and train a replacement. The plan may 
also help to replace lost profits as a result of the loss.

n   Estate Equalization. Estate Equalization allows 
business owners to distribute assets fairly and 
equitably to each heir. In many closely held 
businesses, not all of the children will be suited to 
take ownership of the business. The life insurance 

Life Insurance: 
A Multi-Purpose 
Financial Tool
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proceeds will provide an inheritance to heirs 
equivalent to a portion of the business value, instead 
of a share in the actual business. 

n   Estate Liquidity. Estate liquidity provides the business 
owner the ability to pay estate taxes due at his or her 
death without having to close or be liquidated. Life 
insurance provides an immediate source of income to 
the owner’s estate. 

Tax Minimization

n   The tax-free growth of life insurance cash value is 
an attractive benefit to most companies and one 
reason why banks and corporations fund permanent 
insurance policies. Cash value accounts grow tax-free 
while within the policy.

n   Bank Owned Life Insurance (BOLI) is institutionally 
designed life insurance policies purchased by a bank 
or bank holding company. The policies generally 
insure the lives of bank executives or other highly 
compensated employees. The bank pays the 
premiums, owns the policies and is the beneficiary of 
death benefit proceeds. The bank accrues revenue 
from investment earnings and bears the risk of 
investment losses. Although the death benefit is of 
significant value in a BOLI purchase, the primary 
benefit of the life insurance structure is the available 
tax efficiencies on the growth of assets within the 
policies. Income earned on the policies is tax free 
for the bank, and when an employee dies, the cash 
payments the company receives are tax free. [See 
BOLI – Alive, Well and Growing.] 

(Continued on page 5)
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toward payment to the lender. In this case, the collateral 
assignment is signed by the owner of the policy and often 
by the lender, as assignee. If an unfortunate event occurs, 
the policy proceeds are used to reimburse the lender. 
Once the lender is paid in full, the beneficiaries under the 
life insurance policy receive the remaining proceeds. 

Bottom Line

Proper planning using life insurance as a financial tool 
can provide privately owned financial institutions and 
businesses with stability and protection, as well as 
operational advantages. Its most familiar role is as a 
key feature of a succession plan, offering liquidity upon 
the death, disability or retirement of an owner or vital 
employee. However, life insurance can play an even 
broader role in strategic planning, assisting with cash 
management and loan collateralization, offering tax-
free growth, and recruiting top quality employees with 
benefit funding. 

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 

Cash Flow Management

Life insurance can improve the credit-worthiness 
of a business owner or the corporation itself. While 
the policy owner (an individual or a corporation) can 
always borrow against the cash value directly from 
the life insurance company, a policy’s cash value 
can be considered an asset when applying for bank 
loan preferred rates to finance capital expenditures. 
Additionally, the ability to borrow against cash value in 
lean times or when emergencies arise is a key feature 
of life insurance policies. 

Employee Benefit

Finding and keeping the right employee is a key 
challenge in any business. An attractive benefit package 
can help a business secure and keep top talent. Life 
insurance can be used to fund employee benefits in 
various ways, thus helping business owners attract and 
retain high-quality employees.

Loan Collateral

Another benefit of using life insurance to fund business 
succession plans is the ability to use the proceeds as 
loan collateral. If business owners risk defaulting on a 
loan should a death, disability or retirement occur, a life 
insurance policy could be structured to use the benefit 

(Continued from page 4)

For more information about this 
article or related insurance issues, 
call or email Don Kim, Director, 
CBIZ Life Insurance Solutions, at 
858.444.3111 or contact your local 
CBIZ MHM professional.
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BY JOE ELLIS

As financial institutions deal with the ever-changing 
landscape of health care reform, whether it be 
an amended Affordable Care Act or new program 

entirely, they must still offer their employees a proper 
benefits package that supports employee morale and 
retention, brings administrative efficiency, and enhances 
their bottom line.

We’ve found that utilizing the following criteria for 
choosing a health insurance advisor can turn a complex 
landscape and daunting task into securing an asset that 
contributes to a company’s wellbeing.

1. Tenure

Make sure the advisor (also referred to as a broker or 
consultant) or his/her firm leadership has been in business 
long enough to have experienced the various plan and 
regulatory changes that have occurred in the last 10 to 15 
years. At the same time, you’ll want a firm that employs an 
age-diverse group of consultants. There’s no better way to 
understand what it takes to retain top talent than to have 
the input of different age demographics.

2. Vision

You want to work with someone who can see the 
bigger picture while maintaining a realistic scope of 
vision – three years is reasonable, five years is too far 
out. We’ve found that businesses often need to make 
incremental adjustments; having options is paramount. 
They should make room for flexibility in the long term 
while recognizing the issues that are of importance now. 
Having a vision for what motivates various segments of 
your workforce should be paramount, too. The advisor 
should be able to translate the diverse characteristics of 
your workforce into worthwhile benefit choices.

3. Market Commitment

Seek an advisor who has a commitment and deep-
domain knowledge of your industry. Different size 
enterprises — and especially different business verticals 
- matter greatly. Ask them to articulate their market focus 
and what they know about your industry. If it takes more 
than 30 seconds to hear a proper response, there is 
probably no commitment to your segment. Segments are 
often described as small (fewer than 50 employees),  
mid-sized (50 to 2,500) and large (2,500 plus). If you 
have 200 employees, you want to work with someone 
with mid-size organizations as their focus.

If you have questions or for more 
information, contact Joe Ellis at 
610.862.2242 or contact your local 
CBIZ MHM professional.

4. Communication

You want an advisor 
who can easily 
communicate 
complex 
issues in the 
simplest 
terms. The 
message 
to you, and 
especially 
the rest of 
your senior 
management 
staff, should 
be offered as 
“non-insurance talk.” 
This is important because the 
messages that will be delivered to your staff may 
sometimes carry bad news, so they need to be delivered 
fairly, openly and honestly. Great care should be shown 
in any communication to you and your staff, regardless 
of individuals’ levels, ages, job titles and incomes.

5. Independence

A quality advisor will have strong positive working 
relationships with insurance carriers. Question when the 
broker seems cozy with just a few. Carriers go in and out 
of markets constantly, and you want to know where the 
recommended carrier is in this cycle. Ask about extra 
compensation or bonuses from carriers, too; insurers 
often want a commitment of volume from an advisor. 
While this is not necessarily a bad thing, you have the 
right to and benefit of knowing about it.

In the end, the key is to take a smart, strategic and 
thoughtful approach to your benefits strategy. Seek an 
advisor who knows what really attracts and retains top 
talent, will help you navigate the labyrinth that is the 
ACA (or its successor), and can develop a package the 
meets your employees’ needs and your organization’s 
financial goals.  

5Traits to Look For in a 
Health Insurance Advisor
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