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By Samuel Schiff

n the recently
conclwded basehall
seasan, the term “claut™
wag in the hendlines
1."i;|1.|,:|a||:|.' EVETY |:'|:|:|.'.
Whether it referred o
the exploits of Mark
Meliwire, Hummy Saaa,
Ken Griffey, Jr., Greg Vaughan or ome
of the other home run sloggers, it
represented interest, excitement and
pOWER:

But haseball isn't the only area in
which “clout”™ carries spocial mesning.
It's esqually important in the business
community, where having “clout™ can
o doars, incrense business amd
enhance profits, Nowher: = this more
true right now than in the Insurance
industry, as mergers and acquisitions
shrink the number of companies doing
business, and it becomes tougher and
tougher Lo ahow year-to-year profit
giins,

With the big petting bigger, the
independent agent has suffered,
especially the small agenecies, that in
recent years have found it increasingly
difficult (if not virtually impossible) to
compate with the large brokers. In
fact, various studies, including a
recent one by Conning & Ca., have all
but written an end to the independent
agency business. According Lo some of
thiese tli'rnrrl:n.rt'_l,rr.m the owner of an
inddependent agency has one foot in
the grave and the other on a banana
peil

That sonclusion, however, does niot
held water or carry any credibility
with James A, Masiello, chairman of
the Satellite Insurance Agency
Alliance (SIAA), Thanks to his
innivative business engine—S1AA—
amall, independent agencies now have
a way af I'mn:-.ﬁl:in,l; from the “cloutl™
that was previously the demain of the
hig hitters

SIAA was concepiunlized in 18982, by
Masiello, at & time when the
independent agency system was
beginning to feel the pinch of the large
brokerages. At that time, small
agencies (fypically between one and
nine emplovess) were finding it
virtually impossible to compete,
Masielle’s challenge was to create a
growth plan that would not reguire
significant capital from borrowing or
the use of existing retained earnings
Lo acguire additional agencies,
establish branch offices or fund
producers.

These smaller agencies lacked the
volume of businesa to be attractive to
major carriers, and they coaldn't
maintain their markets in the face of
inereased competition, Alsa, despite

their fumilinrity with many of thedr
regpional customers, lovalty was in
short supply when it came to premiom
dallars; and the survival rate of
smaller apensies appeared to be
limited, to say the least.

“The concept. lepding to the croation
of SIAA was developed in Now
Hampshire, at a regional meeting of
ILAA members fram the New Englind
area where there was n discussion of
what could be done to enable small
AEeNCcies Lo survive,” said Massello.
“For example, my company, Masiello
Insurance Agpency, located in Keene,
™ ew Hnm]:u:]:i.n:, WS pﬁd‘:il'.ﬂh]-e bt
being in the southwestern portion of
the: state, was nob near any other area
of concentrated businesses or
population centers.”

In addition vo being profitable,
Masiello's agency also was regionally
domimant, enjoved strong markets,
had excellent relationships with its
customers and enjoyed an aggressive
reputation. “These were all attributes
that could be shared with other
agencies, caplives anad ]'.u'nl:lum‘u,' aand
Masialla,

Follvwing extensive discussion with
ather regional agencies, Masiello
created the Satellite Agency Network
Group, Ine. (SAN). Through this
arrangement, the Master Agency
would create a network of independent
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Member

Agencies
are able

to compele
with larger
agencies for accounts

which otherwise would

be out of reach.

gatellite ngencies, made up of smaller
apencies, Masiellos Master Apency
would provide the markets to SAN,
which in turn would provide markets
and management skills to the
satellites, who were then better able to
concentrate on produecing business,
These satellites would pay SAN a fee
1o become a member and would shars
a small percentage of incoms and
equity appreciation generated from
the growth of their agencies,
Masiello's concept becnma o reality
in January 1982, when SAM
established the Curdie Insurance
Apency, in Bristol, Mew Hampshire, as

its first satellite, The iden of an agency
network caught fire, nlbait slowly ot
first, and now has more than 100
members in the New Eng‘lund FEEMML,
produsing premiums in exeess of §120
million annually and working with
mare than 40 carriers.

The success af the New England
SAN venture emboldened Masiello,
With the wrging of a number of
insurance company executives,
industry consultants and other SAN
members, he took the concept out of
the New England region and went
national, with the creation of the
Batellite Insurance Agency Allunee
(SLAA),

“Established in 1995, SIAA is
currently operating in 31 states and
80 territories (within those states],
and in 1997 produced more that $750
million in written premiums,” said
Masiello, *This preminm volume gives
our members significant clout and
enables us to obtain favorable terms
and conditions from an inereasingly
large number of major carriers, By
being able to produce this kind of
premium velume we have gained
access W businesses and carriers that
our individual sgencies would have
been unable to obtain.™

All tald, 1987 was a good year for
S1AA, with the creation of 11 new
Satellite Master Agencies (SMAlS, the
expanswn inte 20 new territories, and
the: addition of 45 new independent
satellite members (I5Ms, whis
addel new network premiom
vidume of approximately S200
million. Alse SIAA had 141
nebwork members by the end
of the year.

“At the start of 1997 " asid
Masiello, “our poal was to
double our SMAs, which would
have resulied in the addition of nine
new SkAs Az we began the vear, we
were not anticipating multiple
territories. (hir assumption was that
each SMA would have a single
territory. In reality, we ndded 30 new
territories and 11 new Shds. By
year-snd, we hod tripled the size of
the SLAA network and increased the
number of states in which we operate
from 19 to 28.°

The growth of SIAA has contimued
impressively in 1988, “We are
currently operating in 31 states and
actively seeking members in all 50
etates, We hove sdded 36 new
territories and antsicipate sdding one
new 15M per SMA every six weeks,”
eays Nickolas J, Pappajohn, president.

“Most important,” he added, “is that
wi anticipate $1 hillion of network
premium volumse by year-end. Properly
Im"i;lrnﬂ;ﬂ'l, thas mawmnl ufl'nl.‘.l'u‘::g' will
prope] S1AA well bevond any



opportunities that we have nepotiated
with carriers to date,”

Being a member of the SLAA
network aoffers agencies benefits that
would not be available if the apency
were going it alone. SIAA provides
proepecting and marketing support to
the SMA—prospective member
wlentification, a proven resord of
recruitment success, long-term
exclusivity, full organizational and
procedural support, marketing
support, training, and contracts based
07y expersenes sinee THEL

An SNA s ]:n.:l.l'li-::l:ll.:Lr AR
forms n netweork of smisller local
apgencies—the Independent Satellite
Members (ISMei—a group of
ungaffilinted prodacers, direct writers
and producers sesking to grow by
creating a network of these small
agencies

In tuem, the small independent
apencies, serving a8 branches of the
larger SMAs are in a position to abtain
significant benefits that they woulkd
nob receive on their own. Thesa
include: boeoming inatantly big by
pning with the larger SMA, while at
the same bime relaining independence;
obtaining acoess te SMA companies
through appantment, sub-code or
Apcess Flus; becoming an integral part
of m regional pnd national Insurano:
distribution network; hivving the
ahility to incrense agency vilwe and
earnings from profit-sshanng excess
compensation oppartunities; obtaining
discounts on BEANCY AT REAmENE
syvetems and software; being able to
utilize assistance of SMA staff for a
variety of services, including pricing
and placement of larger risks, and
having consulting and managerial
gervices available.

Moat important, however, is the
ahility to grow and expand business by

being able to compete with larger
agencies for accounts which otherwise
would e out of reach due to the
smaller apencies’ lack of clout.

SIAA has been especially responsive
Lo its regional presidents and
members, A the regquest and
suyggrestion af our members and
roygriomnl presidents,” spid Magiello, “in
Aupust 1997 we begnn the 150
Hecruitment Program and entered
imte an agreement with CrELM
Marketing, At vear-end in excess af
100 pppointments with 158 prospects
had been made,”

More important to our merbers,
wie entered into several override
relationships incloding ones with
Peerless, Indiana, Hoval, Merchants
and Hartford Commercial Lines,” said
Masiello, “In addition, a steady stream
af ineame and benefit programs was
intendueed: the Warksite Exchange—a

benefit payroll deduction program;
pre-paid legnl services through Pre
Prid Legal Coesualty Insuranes U
PIP—<The Travelers persanal lines
pa'_..'rm:ll deduction program; and in
February, SLAM Intranat came on ling,
providing members with an
information exchange and bulletin
bioard program accessed only by our
Srrategic Partnership Agencies and
EMA=. As we continone to grow,
comumunications, within our network
and among all our members, become
more and mare egsential "

dust how good a deal s what
Musiello hos created for o newly
enrodled SMAT Bath Mark Kelder,
president of Energy Insurnnce Agency,
in Lexington, Kentucky, and secretary-
treasurer of the Apency Metwork of
Kentucky, along with Mark Bersot,
president of the Comegys Insurancs
Agency in 5t. Petersburg, Florida, and
president of SAN of Tampa Bay, look
at their participation in S1AA 8z a
“win-win® situation.

Berset's BAN of Tampa Bay was
created in 1966 to develop a network
in the: areas surmounding Tampa
By, Petershurg. “The market was
in need of B progrom suwch ns the SEAA
metwork,” smd Berset, “The smaller
agencies really had n problem wath
markat availability, We joined becaoss
wia balieved that the affilistion would
help us grow dramatically and at the
game time help the amaller agent
survive

Berset noted that by joining S1AA,
his firmn could prow withoot buyinge

other agencies ar epending money to
train mdditional stall and, at the sarme
timie, provide sminller ageneies with
new markets, along with marketing,
management, and automation
expertize. “We alae recognized the
advantages of dealing with a
significant volume of properivieasunlty
premiom basiness when it came to
dealing with major carriers,” he added,

S agemey corrently enjoyvs
preminms volome of hetwesn
515 million and 2175 million, the balk
of it coming from workers
compensation insuranes and bonding
company businees. Currently we're
doing business with three national
and three regionnl carriers,” sid
Berset, “In addition, with the special
programs in Florida, because of our
size, we are ahle Lo exercise maore clout
[there'’s that word ngmind in our
dealings with different carriers and
we're able to gee that bigger is really
better.”

Looking ahead, Berset balieves that
by mid-1989 the state wall be
hlanketed by smaller agencies as
members of the S1AA network.
“Virtunlly all small agencies have
similar problems, and this neseomation
will significantly bemefit them,” he
gaid. In his area, he notes that a
number af mujor companies have
indicated their interest in moving
into the Tampa Bay arvea; and with an
insurance distribubion system in
place, his firm can b up and running

quickly.

T SIAA executioe b tnclicdes (left o right]: Madthew P Masiello, execntive pice
president of Hie Satellife Agency Nehwork, Dosald K. Wilson, execntive oice president of
SIAA and Nickalas [, Pappajalo, president of 144,



“Being a part of the S1AA network
makes it exciting te come to work
every day,” he said. “Most small
apencies share the same problems—
especially in the nren of automation—
and the salutions wmilahle from SLAA
JI:IL-I:IL'J-E!FHI'HEI will benefit all of us.”

Berset, who alse serves as regional
president of STAA Florida, has just
added his third Master Agency,
Spencer & Associates, in Tituswville,
which ereated SAN of East Central
Florida. This new SMA will be
regpanaible for developing the SIAA
insurance distribution network

llu'uuuh.-:lui Flarida's Sipace Const area,

Spencer, founded in 1974, emplovs 18
|.t|.'|.l|:l|-:' and specinlizes in construction
amd |j|q|'|l. manuiscturing insurance.

Kelder is equally enthusiastic about
being part of the SIAA network. “Chur
agency was doing about $10 million
annoally in i emiwm volume,” he
explained. "We needed to grow, which
wi coubd do by hiring and training
more |.'IE1:I|.1|I.-. which was oost lv, or
Joining S1AA amd taking mdvantage of
their size, markets and expertise, We
chose the STAA netwark”

This participation enabled the
pgency to remain independent and, st
the same tire, enjoy the benefits of
the association with S1AA. He 15
particulacly pleased with his ability to
increase hie markets, get up Lo speed
regarding autemation and have n
hotline with various carriers.

Serving the cantral and eastern
kentucky nren around Lesdngton,
kelder's SMA now has two apencies
under contract, expects to add an
mdditional thres by the end af
Movember and looks for sipnificant
growth—to as many as Ji agencies

i
En' 1999 we look
to continue to grow in

size through the
addition of more
master II:.:II'HE"I'FH and
satellites, increase of
mentbers’ income from
property/

casualty operations
and through
increasing emphasis
on technology.”

—litaies A, Masvetln

over the next four vears, “We beliewe
this is & reasonable expectation, In
seeking agencies Lo become part of pur
groug, we frsl negotiobe and got the
peeasary information nbout an
agrency o see if they qualify, While
that aften takes time, it is time well
Epent. Alza in all our efforts we are
|l.l-:||:l::||:|§; for the quality of the apency
rather then the quantity of business”

The future of STAA and its concept
looks bright to Kelder. “The insuramnes
market in the years aheed is going to
be a lot different than it's been i the
past,” he said, “especially with banks,
financal services compamies mnd
others entering the market. 11 that's
the case, then insuranee companies
will want to denl with the largpest
orginizations pvailable when it comes
lo daing businesz. Thus, a local retadl
agrency will be ak a significant
disndvantage. Bul by becoming a
maember of the SLAA network, it
achisrres the clout it needs w continue
to grow,”

Growth, of courze, eom e messored
in many different ways, Omne
measuring rod for SLAA is the
atlemsdines nt ite semiannnaal
miembership meeting, The first one,
held in & conda office Toom in Bos=ton,
i 180G, drew nine people. The twa
1907 mestings attracted 24 in April
nmnd 41 in Movember. “Char members
define the agenda at these
gatheringa.” said Masiello, "It truly
their meeting. Interestingly enough,
wit'vie had 8 number of pequests ta
lengthen them, which 1 feel 15 & great
compliment to their content and
format.”

In 1888, these twice-a-year meetings
will be held at Hilton Head Island,

Houth Carolina, with 75 SlAA
mermbers expected for the November
session, Among the S1AA Strategic
Partners acheduled Lo be in
attendanee are A Credit, The
Warksite Exchange, Harbor Capital
Aubvizors, Mational Flood Services and
American Bankera/American Relaable,
Hartford, AMGRO, GREPeerless,
Rayal Insurance, and Captive
Resoaurees.

"Ohur business meetings bring
topether some of the mnst
entrepreneurial apents in our
indostry,” said Donald K. Wilaon, STAA
axecutive viee president, “We build in
a lot af networking timee 5o that each
member con legrn from the
nccumulated experienc: of others
attending the meeting "

While svoiding any prediction aboart
1999, excepd to sugpeat that growth
above the $1 billon premium bevel is
likely and the number of agencies and
territories is going to increase
!-':iu'ni.ﬁmn H_‘r‘. Mamialln balisves that
inpurance buving groups will exercise
mvire cloutl with insurance companies
than ever before and that they will be
nble to enter into apecial deals with
the large carriers. “We are in o
poaition to go bo major companies for
Lk lnst pozsible arrpngementa,” e
siid. “This provides our members with
the hest opportunity to provide better
covergme for their mmsuranee
customers.

“For 1968 we look o continue to
grow mn sie throogh the addition of
more master npencies and satellites,
increnss of members’ income froam
propertyicapualty aperations and
through inereasing emphasis on
technalagy, and see to it thet our
company relationships remain strong,”
Masielle concluded.

With the insurance world changing
and emphasis shifting more and more
toward the higger organizations,
Masiello's concept may be o viahle
answir to the question of how a small,
independent agency can compete and
grow With T40 sompanies represenbed
by SIAA network members, nctively
wrling business in 31 states,
providing 57 companies each with 51-
37 million in premium valumes,
including more than $27 million with
orve carrier, it certwinly boks s
though he is on the right trach.

Mamiello's vision for the futore calls
for an enrallment of abowt 240 Master
Agencies and A target enrollment of
mare than 10,000 satellite agencies
ower the next fve Lo seven years,
Sonand imposzibie? Who knows? But
did pnyome predict a year ago that
Mark MeGwire would hit (serry, clout)
T homers this past season? B



