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Large corporations have something to learn from local software company 
by Shannon Bond, Oct 31, 2007

NogginLabs owners Traci and Brian Knudson say their focus is on developing groundbreaking e-learning programs. "We want to blow our clients away without them even asking for it," Brian says.

Business Profile
• Business: NogginLabs Inc.
• Owners: Brian and Traci Knudson
• Operations: Develops corporate e-learning software • Location: Chicago • Founded: 1997 • Employees: 38 • Web site: 
www.nogginlabs.com
 
• 2006 revenue: $2.4 million
• 2007 revenue: Projected at $4 millionA small Chicago software developer with a brainy name is growing rapidly by creating e-learning programs for some of the country's largest corporations.

NogginLabs Inc. blends entrepreneurial creativity with big-business expertise to cater to the likes of Dell Inc., Walgreen Co. and McDonald’s Corp.

This strategy has paid off: the company is projecting revenues of $4 million in 2007, up from $2.4 million in 2006.

As business grows, the staff is growing too. While NogginLabs usually brings on three to five new employees each year, this year more than 10 people have been hired, bringing the total number of writers, programmers, graphic designers and project managers to 38. The company is doubling the size of its Ravenswood office to accommodate its expanded staff.

NogginLabs’s approach to creating corporate training programs is straightforward. “Do what people do,” says founder and CEO Brian Knudson, 36, who co-owns the business with his wife, Traci, 36, the chief financial officer.

Brian Knudson calls his company’s model “story-driven learning.” Instead of lengthy manuals or expensive instructor-led classes, NogginLabs produces interactive, computer-based programs that train people in subjects ranging from customer service skills to harassment policy to banking systems.

When the company recently designed a sales training program for Abbott Laboratories, it hired actors to play doctors in a simulated sales pitch. ”You have to interact with that doctor, and if you make him mad he’ll walk out on you,” Knudson said. The simulation incorporates immediate feedback about mistakes, with suggestions and stories from experts.

NogginLabs also has worked with Behavioral Tech Research Inc., a Seattle-based psychology research group, to develop a group therapy simulation program that trains psychologists to treat patients with borderline personality disorder.

Inc.com named the 10-year-old company one of the 5,000 fastest-growing private companies in the nation, with over 170 percent revenue growth from 2003 to 2006. The company has also won a number of industry awards, including Excellence in Learning Awards for its work with Abbott Laboratories, McDonald’s, JetBlue Airways Corp. and Hibernia Corp.

Knudson attributes his company’s success to years of experience in the e-learning industry. While its competitors have changed over time from large firms like Ernst & Young and Accenture Ltd. to dot-com start-ups to interactive media companies, NogginLabs has steadily built expertise and customer trust.

Long-time customer Robert Baer of Capital One Financial Corp. in New Orleans says the NogginLabs team often shares ideas generated from its work with other clients. E-learning companies that specialize in one industry “sometimes lose the ability to see past the four walls,” Baer said, while NogginLabs’s strategy “helps make everyone successful.”

Baer first became a NogginLabs client while working at Hibernia Corp., a bank based in New Orleans. When Capital One bought Hibernia in 2005, Baer recommended NogginLabs for training projects, and the company is now one of Capital One’s three preferred e-learning vendors.

Knudson says his background in learning science and organizational psychology helps him guide the development of NogginLabs’s training programs. The company has developed a computer tool called the Instructional Genome that helps project teams create customized e-learning programs for NogginLabs customers.

To develop the substance of the training courses, project teams conduct extensive research into a customer’s culture and management style as well as consulting experts in the subject being trained. As a result, Knudson says, the teams get to know their customers intimately. “We adjust to what they’re doing so it feels like they’re working with colleagues.”

These close relationships promote customer loyalty: the Knudsons say almost all their clients come back for additional projects.

Another factor in the company’s steady growth is the diversity of its clients. Traci Knudson says that while banks provide about 25 percent of the company’s business, customers represent an array of sectors.

“Unlike some organizations in our industry that might specialize,” Brian Knudson explained, “we went out of our way to make sure we have variety.”

This is a strategic choice. “It helps, in terms of being a small business, to pass through a lot of changing markets without risking our business or the growth of our business,” Traci Knudson said. “As things are really hot, we can benefit from that, but when they’re doing poorly, hopefully other parts of our portfolio are doing well.”

It’s a prudent strategy: after Hurricane Katrina, NogginLabs lost a $600,000 contract. It won it back a year and a half later, Traci Knudson said, but “at the time, we were like, ‘God, if we hadn’t made other plans, that would really hurt.’”

Traci Knudson says the company gains three to five new clients each year, mainly through word of mouth. The firm’s first client, Allstate Corp., referred NogginLabs to Dell, which has since become one of NogginLabs’s biggest clients. In turn, Dell has helped the company bring on other large corporations, including Gore-Tex maker W. L. Gore & Associates Inc. and Freescale Semiconductor Inc.

Brian Knudson says he is confident that NogginLabs can handle fast growth while retaining its entrepreneurial, small-business spirit. “Traci and I have structured the business to be able to grow and scale. We’ve definitely proven that this year because we’re on time and on budget on everything.”

What’s more, he says, NogginLabs can use its expertise to guide itself. “We’re advising senior executives at large organizations and saying, ‘Here’s the impact that this change that you’re implementing is going to have. Here’s what we recommend you put together as a strategy.’ So we will do that with ourselves as well, to say ‘How can we keep people together and how can we also allow people to be autonomous?’”

Most of all, Brian Knudson is enthusiastic about the possibilities growth creates. “I’m excited because I do feel like we’re at this place now where we seem to have the opportunity on more and more projects to push the envelope even higher.”

