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The ‘80/20’ Rule Also Applies to Branch Planning

To the Editor:

“Ruales of humb™ can be uselul to
management as lﬂng as the applicahil:
ity limitations of these general guide-.
lines or rough approsimations are kept
nmind. Your May 7, 1986, Markeling
Munagerment leature o varions appli-
cations of the 8020 rule in banking
"Examining the Serious Side of the
80/20° Rule,”” by G. Lymn Shostack,
page 4| was therefore quite interesting.

Alter more than 10 years of specisl.
izing in branch evaluation and location
research exclusively T financial insii-
tutions, we have ¢oncluded it such &
rule: alse applies 1o branch planning:
approximately 30% of o lnancial insti-
mitinn's bronches case 80% of its
branch problems.

We have lormolated two specific
mles of thuwh regarding that bottom
20% of branches. One mile pertains to
the birst or lowest 10%, and the sccond
mile concerns the next lowest 10%.
These rules apply to institutions with
“virgin" hruneﬁ systems — those that
have been developed over the years
bul have not experienced any closings,
sales. exchanges, or relocations,

The lirst rule of thumb is tha Ay
|1rux1‘|n|.1.1.|'.-!}' 4% of on institoduwon's ul
fices can probably be cateporized as
problem or wrious prolilem offices
that may require abranch closing, sale,
crchange, or reloeation, This Jowas
10% is usually the most elear-om 1o
ichentily, and there is often a high e
pree of corvelation between manage-
mend s gl feclings"" and the resnlts of
our analysis in this regarnd .

The seeond rule of thumb pertains to
the ather 1098 — 1he next o lowest
tier of branches which we designate as
prablem, near-problem, or polential-
problem offices, The worst of them
ey weesh o e closed, sold, reloeated,
or swapped. However, sosne of the of
fices in this grouping may be abie to be
restructured i some major way Lo cer-
rect existing or polential problems so
they can be removed lrom this cotego-

¥y, & mos! desiiable alternative i
feasible,
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