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 Every year when we plan the vegetable garden, our hopes, aspirations, and 
strategies are all focused on what kind of tomatoes are going in this year and when they’ll 
be ready to plant. Or what type of squash we want to try this year. And are peas and 
beans really worth it. And deciding on less carrots and more beets. And about 
expanding the footprint of the garden to maybe put in a couple of rows of corn. Great to 
have all those free veggies!
 But then when we plant the vegetable garden, the realities of implementation pop 
up. Re-doing the perimeter fencing to keep the critters out. Ordering, and then 
wheelbarrowing a couple of yards of good soil/compost from the driveway around the 
house and down to garden out back. Planting, weeding, watering, thinning, picking, pest 
control, bird netting for the berries. Yikes! The neighbors are already ahead of us. Add in 
a little angst that they’ll flourish or fail. Free veggies?
 Analogous to the annual strategic planning process for your bank, the focus is 
positive, proactive, and forward looking to new products, markets, and technology. It’s 
gonna be great!

 Most financial institutions have spent the past few years planting the seeds of 
technology-driven aspirations. Is there a core decision pending? Workflows for accounts 
payable? Automated recons? Imaging finally finished? Migration to the Cloud? Adding 
new or expanded digital products and channels is also in our mind’s eye as we look 
forward in time. Yikes! Our competitors are already ahead of us.

 As we add all these new shiny tech-based “baubles” to our line-up, it sometimes 
feels like too many ornaments for our Charlie Brown Christmas tree, doesn’t it? All too 
often these days, retail, e-banking and other customer-facing units are earning kudos 
(and performance bonuses) based on these new and spectacular rollouts. But at the risk 
of being a cost accounting grump, let me grump about a little cost accounting. 

 Good strategic planning includes a cost-benefit analysis for new initiatives. New 
customers, volumes, and fees on the plus side; tech and marketing costs on the minus 
side. But what about the overhead burden? 

mailto:rbuttermore%40pfintech.net?subject=2021%20Strategic%20Planning%20Inquiry


pfintech.net

 Five or six years ago, when banks and credit unions weren’t awash in liquidity as 
they are at this moment, a client of mine with assets north of $1 billion decided to branch 
and heavily extend their ATM network and the retail group knocked it out of the park over 
the next year or two. Two years later, the bank was looking for new BSA/AML software 
and had 17 temps working the backlog of cases. In other instances, deposit operations, 
loan servicing and/or accounting have requested bodies at budget time to handle the 
additional support and recon burdens of these new products and services and have 
been denied. And how ‘bout that time-saving loan origination system? You mean the one 
that now requires a full time FTE for updates, admin, management, and troubleshooting? 
Are you sure we’re actually adding to our ROAA with this initiative? The honest answer? 
“Not sure, actually.”

 Back when banking was simple, we achieved a nice net interest margin, sprinkled 
in a little fee income (mostly overdraft and late fees) and the totality of our non-interest 
expense represented our overall overhead leaving an ROAA that we could be proud of. 
Strategies around incremental products and services seem to forget that “totality” 
concept. 

 And then, once our quantitative analysis is indeed comprehensive, we can make 
the judgment call around opportunity and perception vis-à-vis offering or not offering 
something. Many new initiatives may not be profitable other than in a defensive mode. 
Perhaps, we can’t not offer this!

Post script: When Mike Purchia asked if I might contribute to the PFT newsletter, I was 
a) honored and b) pressed. I’ve had this article bouncing around in my head for a while, 
so Mike’s push was just the ticket to get this down in writing. 

I chose this subject for PFT because of the linkage to their fine work around analytics, 
branching and de-branching, digital strategies and so forth. If we might add a little 
facilitation around your strategic conversations and/or some talk-therapy, please kick our 
tires at www.navis-group.com.

 Don’t forget the underpinnings.

 Here’s a suggestion. When we plan for a new branch location or a new loan 
production office, the “all-in” cost is considered, right down to snow-plowing and trash 
removal budgets. As we roll out a new digital “thing” or deploy a loan origination system, 
think of them as additional locations, because in fact that’s how and where we are 
meeting our customers. When we open a new branch, our landscape budget increases, 
our cleaning services budget increases, and our communication costs rise in addition to 
the cost of bricks, mortar, signage, furniture and new branch staff. Technologically 
enhanced product and service offerings have those same impacts, and we need to 
remember those underpinnings as we analyze the desirability of the new “thing.” 

http://pfintech.net
https://www.navis-group.com/

