
stealing market share and expanding their margins. Others have leveraged a range of 
hidden assets in more radical ways, opening up entirely new business opportunities.

Progressive Insurance: the best at the worst time

Progressive Insurance has focused intensely on understanding and eliminating a major
source of frustration and anxiety for car owners. In doing so, it has carved out a unique
position in the otherwise undifferentiated auto insurance marketplace. Not coincidentally,
it has also grown faster and more profitably than its competitors.

Consider the story of one customer, 32-year-old Brenda Hopkins of Norman, Oklahoma,
whose Ford Explorer was hit by another car at an intersection. Instead of the typically long,
painful process to get the damage repaired and reimbursed, Hopkins was in for a pleasant
surprise. Within an hour of her accident, Hopkins was shaking hands with a Progressive
assessor, who arrived on the scene in a company van, ascertained the extent of the damage,
approved the necessary repairs, and cut her a check on the spot.

Hopkins’ experience, replicated tens of thousands of times, is the reason Progressive has
grown to become the fourth largest auto insurance company in the U.S. Progressive stands
out not because its coverage is different but rather because of the way it helps customers
through the most traumatic and hassle-filled experience associated with car ownership.

Progressive long specialized in writing policies for the kinds of customers most other insurers
avoid: drunk drivers, the elderly, non-English speakers, drivers with histories of frequent acci-
dents, even those with criminal records for fraud. This so-called nonstandard market is treach-
erous terrain, but Progressive prospered and grew because it carefully chose its customers from
among the ranks of the undesirable and then focused on managing its risk exposure.

Given the nature of its customer base, Progressive knew it had to be particularly careful to
guard against fraud. So it learned to conduct its claim assessments quickly and thoroughly,
dispatching adjusters promptly to the scene of an accident for timely first-hand appraisal of
what had occurred. Quick customer service also allowed Progressive to settle a claim quickly
and cheaply, before a victim’s attorney could get involved.

The success of Progressive’s approach was clear in its financial results. By 1990, it was one
of the few insurance companies in the country making a profit on the policies it was writ-
ing. While the auto insurance industry as a whole lost 8.5 cents on every underwriting dol-
lar, Progressive was posting a profit of 5.6 cents per dollar. Progressive had been forced to
learn how to survive in an unforgiving climate. Now it was prepared to leverage its crucial
skills in more lucrative and competitive markets.

Scaling up

At the same time, it was becoming clear that the high-risk auto insurance market wouldn’t
sustain Progressive’s growth forever. Not only was the size of the market shrinking, but
mainstream insurers such as Allstate and State Farm were beginning to encroach on its 
terrain by writing more policies to riskier customers.

And so, in 1991, Progressive decided to reach beyond the nonstandard market into the much
larger world of standard and preferred auto insurance. The move would expand Progressive’s
potential market space more than sixfold, from $18 billion to $120 billion (Exhibit 1).
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Progressive’s fast and comprehensive claims-management service, which had been essential
to its survival in the high-risk market, would now become the crucial asset to trump the
competition in the standard/preferred market. It would bring its expertise and network of
assessors to average auto insurance customers, who had long endured the hassles, loss of
time, and stress associated with collecting on an insurance policy.

Scaling up its infrastructure devised to serve the high-risk market, Progressive promised to
have a company representative at the scene of an accident within two hours. Progressive has
continued to engineer its customer service. In 1994, it introduced a fleet of fifteen hundred
“immediate response vehicles” equipped with laptop computers, intelligent software, and
wireless access to the company’s claims department (Exhibit 2). As a result, Progressive has
both cut costs and earned high ratings for customer satisfaction.

Progressive’s move into the broader auto insurance market coincided with a downturn in 
that industry. Owing to severe competition for market share and increased opportunities 
for comparison shopping by consumers, premium growth industry-wide slowed from 4.9% 
in 1993-1998 to 0.7% in 2000. Yet Progressive has thrived because of its connection with con-
sumers’ broader needs. It has generated underwriting profits in eight out of the past ten
years, with top-line growth averaging 18.3%.
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Exhibit 1 Progressive broadens its market  

Exhibit 2 How Progressive creates peace of mind  
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DeWolfe: easing the hassles of home buying

As Benjamin Franklin observed, moving twice is about as bad as having your house burn
down once. The ordeal of moving hasn’t gotten any easier, but Americans won’t kick the
habit. Each year, one American in eight packs up and moves.

Americans’ peripatetic ways have been good to the DeWolfe Companies of Lexington,
Massachusetts. DeWolfe has used its focus on the higher-order needs associated with home
buying and moving not only to differentiate its realty business but also to gain access to new
opportunities in adjacent markets.

By 2002, DeWolfe had nearly one hundred retail offices and more than three thousand sales
agents and employees, along with a dominant position in the lucrative New England real
estate market. But it has not been content to stop with geographic expansion.

Through its close working relationships with both buyers and sellers, DeWolfe saw an
opportunity to help address the hassles that plague prospective home buyers. Buying a
home combines complex, opaque processes with a sobering financial commitment.
It’s often accompanied by a major life transition––marriage or divorce, the birth of a child,
a new job, or retirement. There are multiple parties––realtors, lawyers, insurers, bankers,
and movers––who all need to be chosen and coordinated. And to make matters worse, many
decisions are nested: The purchase agreement can’t be finalized until the bank authorizes
the loan; the loan can’t be approved until the house is chosen and appraised; and the loan
can’t be finalized until the insurance is obtained. The result is a labyrinth of unfamiliar tasks
that’s at best confusing, at worst nightmarish.

DeWolfe recognized a significant opportunity to provide customers with a much less painful
home-buying experience. Its solution was to provide all the necessary services under one
roof. Doing so would address a major source of customer frustration and also would open up
new sales opportunities in mortgages, insurance, and moving services.

In the home-buying process, the real estate broker is ideally positioned to string several services
together because the real estate purchase catalyzes the need for all the other services.
Consumers don’t choose their property insurance provider and then begin looking for a
house; the house deal comes first. However, because the home purchase requires certification
of insurance, it’s natural for the broker to serve as a clearinghouse for property insurance.

The same is true with financing. Loan preapproval helps buyers in bidding for properties,
especially in hot markets where it’s essential to get the bid in quickly. So the first thing
many real estate agents do is steer the customer into the preapproval process. Again, the
agent is the first point of contact and the guide through the labyrinth.

Beginning in 1986, DeWolfe began building a full-service mortgage lending operation. With a
mortgage consultant in every real estate office, the company quickly established a foothold
in its customers’ financing business. DeWolfe Mortgage built its processing capabilities to
ensure that the mortgage wouldn’t hold up the real estate closing and established relation-
ships with multiple lenders to offer its customers a wide range of products.

In 1996, DeWolfe followed this up by entering the insurance business. Now, when a home
purchase agreement is signed, licensed insurance specialists help the customer secure
homeowner’s insurance, arrange for the binder to arrive in time for the closing, and review
home warranty, auto, and umbrella coverage options.
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Liability

Auto

In 2000, DeWolfe took its latest step, entering the moving business. Because it has negotiated
preferred rates and service agreements with van lines, DeWolfe can provide move coordina-
tion and assistance once a purchase agreement is signed.

Don’t confuse DeWolfe’s business model with the kind of cross-sell play that financial serv-
ices firms so often pursue, usually with limited success. Most cross-sell efforts fail because
the consumer gets no real added value from buying the products or services as a bundle.
By contrast, the DeWolfe offer could coordinate a collection of home-buying services in one
place and thereby reduce the number of customer touch points in the process, increasing
speed and accuracy and reducing hassles and anxiety.

By 2001, 40% of DeWolfe’s brokerage customers also obtained their mortgages and insurance
through the company. Revenue from mortgage and insurance services nearly doubled over
the past three years, and revenues from moving services are growing at more than 50% per
year (Exhibit 3).
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By expanding its services to include all the critical steps in the home-buying process, DeWolfe
increased its potential market space dramatically. As a broker, it played in a New England real
estate brokerage market worth $1.5 billion. Just by expanding into mortgages and home insur-
ance, DeWolfe’s opportunity more than doubled to $3.8 billion. And these new revenues are
recurring. While house buyers pay a commission on a new purchase just once every seven
years on average, they make mortgage and insurance payments year in and year out.
The new revenue streams mitigate the cyclicality of the real estate brokerage business.

Overall, DeWolfe’s revenues and profit have gone up more than 400% over the past five
years. Today, it is the largest home-ownership company in New England, with a 10% real
estate market share, a service share approaching 33%, and an overall customer satisfaction
rating of 82%.

In business, there is no sincerer form of flattery than a large cash payment. In August 2002,
the national real estate colossus NRT (a division of Cendant) announced a cash tender offer
for DeWolfe that valued the company at a 100% premium over its pre-offer stock price.
DeWolfe’s business model is now available for replication across Cendant’s nationwide
Coldwell Banker brokerage business.

Exhibit 3 DeWolfe leverages its initial market position

Preapproval Finance a
house

Insure a
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Moving 
services
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per year

Buy a house

Source: DeWolfe,  Mercer Management Consulting research
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Mobil Speedpass: shaving a 45-second eternity

Going beyond Progressive, DeWolfe sought to use its focus on serving consumers’ next-
generation needs to expand to multiple adjacent markets. Mobil Oil, owned by ExxonMobil,
took an even more radical step by leveraging an asset hidden within the firm to create 
potential growth through a totally new business.

In the early 1990s, Mobil was vexed by the so-called “right-hand turn syndrome.” Most gasoline
customers don’t discriminate by brand; they’ll turn off the road to buy gas at whichever station
happens to be closest when their tank runs low. Mobil needed to find some way to increase dif-
ferentiation and lure drivers to its outlets. It also needed to offset declining revenues in its core
gasoline retailing business by increasing sales at its profitable mini-mart outlets.

In talking with customers, Mobil learned that many of them felt visiting a gas station involved
too much hassle. Consumers saw filling up as a dirty and unpleasant chore. As a rule, they
bought gas while en route to somewhere else. The less time they spent at the pump, the better.

Working with Texas Instruments, Mobil created Speedpass, a tiny electronic transponder
that could be waved near a receiver-transmitter at a gas pump or mini-mart cash register
and instantly trigger a secure credit card transaction in the holder’s name. Since the system
is set up for preapproved small transactions (less than $50), there is no need for the usual
credit or balance checks. The result is an approximate saving of forty-five seconds––an eter-
nity for the customer at the pump.

Introduced in 1997, Speedpass was an instant success. Soon it was integrated into the
ExxonMobil convenience stores and the new “On the Run” stores, making buying food and
sundries on the road quick and effortless. Early results indicate that Speedpass customers
are twice as loyal as the average customer––in fact, Mobil credits Speedpass with a 
2.5% increase in gas sales during 2000.

Exhibit 4 Speedpass has raised Mobil’s share of the most valuable customers
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The bigger picture

Throughout consumer markets, increasing compe-
tition and diminishing differentiation are making
growth harder and harder to come by. But no 
matter what the sector, there are always customers
with new and unmet needs experiencing frustra-
tions, unnecessary costs, delays, and aggravation.
Finding those customers and figuring out how to
solve their problems is the key to future growth.

As we have seen, there's a wide variety of
creative ways to translate next-generation con-
sumer needs into new growth and competitive
differentiation. If you are part of a consumer
company trying to escape the growth doldrums,
you might want to borrow from the playbooks 
of the growth exemplars we have profiled by 
asking yourself the following questions:

What does the broader ownership or consump-
tion process surrounding our product or service
look like? Where are there hassles or anxiety
that we might help address?

Could our brand resonate with consumers on an
emotional level? Could the brand serve as an
affinity hub through which consumers can fulfill
their need for belonging? Could it allow us to
play in interesting new markets? Are there
things we can do to begin to evolve our brand
in this direction?

Are there creative new ways to reach out and
interact with our customers more intimately 
and cost effectively than in the past? If so, 
what new offerings might be enabled by 
these new connections?

Stepping back, are there elements on the periph-
ery of our core market––untapped customer sets
or sales channels, for instance––that might repre-
sent fruitful opportunities for growth through
serving next-generation needs?

In meeting its customers’ higher-order need for efficiency, Mobil captured both the value of
increased purchases and longer-term customer loyalty. But the opportunity for Mobil goes
beyond its core gas business. Speedpass now has more than six million users––a number
that’s expected to grow to thirty million by 2007. This installed base of users represents a
huge new hidden asset, a group of customers whose loyalty will hereafter be tightly tied 
to Mobil and a potential basis for creating a de facto standard for cashless transactions.

Mobil has already begun to focus on exploiting this latter opportunity. In the U.S. alone,
the volume of small cash transactions––including fast food, convenience store, vending
machines, and other small purchases––totals more than $400 billion annually. There are 
several opportunities associated with improving transaction efficiencies in this market.

For the consumer, the advantage is that the average cashier transaction takes just ten to 
fifteen seconds––far faster than the average debit or credit card transaction––and they don’t
need to worry about having cash on hand before entering the store. For retailers, cashless
payment systems can increase purchase frequency and average ticket size while reducing
“shrinkage” due to employee theft. And Mobil will earn a transaction processing fee on pur-
chases made with Speedpass, while also earning the float on consumers’ purchase balances.

The most widely deployed approach for cashless transactions is the bank debit card, but the
transactions are slow and expensive to process and may involve out-of-network ATM fees
for consumers. Speedpass is quick, the back-end processing system is already up and run-
ning, and its six million users gives it important critical mass.
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Mobil has begun to license Speedpass for use at fast-food chains and retailers. After an ini-
tial trial, the program expanded to cover more than four hundred McDonald’s sites in the
Chicago area, and plans for a wider roll-out are being worked out. Stop & Shop
Supermarkets started testing Speedpass at selected stores last fall, with a linkage of the 
consumer’s Stop & Shop loyalty card to Speedpass. When Stop & Shop customers use
Speedpass to pay for groceries, they instantly get Stop & Shop discounts and rewards.

In creating Speedpass, Mobil’s original aims were to solve its customers’ need for a quicker,
easier, gasoline transaction and to create some basis for differentiation in a commodity mar-
ketplace. Speedpass has now become a business opportunity in its own right––a potentially
vast and lucrative one. The challenge for Mobil will be balancing its desire to preserve the 
differentiation of its gasoline purchasing experience with the opportunity to set an industry
standard, which means making Speedpass available to competitors.

That’s the thing about growth opportunities: Once you tap into one, you never know where
it might take you. But any company stuck in a no-growth zone would be happy to face a
dilemma similar to Mobil’s.


