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Loyalty vs. Distribution

by Aaron J. Stein, CPCU, CFP

et’s start with the fact that I am an
L independent agent, third generation, and

so there will be a perspective to this edito-
rial, although I will try to keep it to a2 minimum. I
should also add that old fashioned ethics and
values that I hold will also add a certain slant o
my writing. I find that part unfortunate, since it
means that some ideas that used to be pretty
firmly entrenched in the way people treated
each other are no longer considered important.

We have read in the first issue of this
newsletter, as well as all over ours and every
other business’ trade publications, that distribu-
tion is king. Of course, in the broad sense, it is,
and I embrace that. I firmly believe that I will
still be in business in the coming era of financial
services reform because I know who my cus-
tomers are and are not, how to provide them
with products they need, and how to keep them
satisfied for an extended period. Of course, the
independent agency system is not now nor has it
ever been the only successful method of distrib-
ution and has coexisted with others for years. In
addition, the way business is conducted in
everything from retail to medical practice is
changing rapidly, and nobody can continue as
we have in the past.

What concerns me both from a personal
ethical perspective as well as a business one is
how we will maintain customer loyalty. Our
business in particular has always been one
where you cannot make a profit if your turnover
rate is too high. The cost of acquisition, with
necessary inspections, time spent completing
applications and following up, and so forth, is
such that we need to keep our customers for
several years before profitability really sets in.

Unfortunately, this is becoming more and
more difficult and in some ways we are creating
the problem ourselves. Web-based distribution
models such as those used by major booksellers
and other retailers have yet to produce a profit—
and it is getting more difficult, not less. Things
like “shopping bots"—automated programs to
find the best price on an item—are keeping
them from building loyal customer bases and
charging high enough prices to cover costs. Of
course this is not directly applicable to us but if
we train customers to surf the web and check
prices each time their policy renews, at what
point will price competition drive the legitimate
profit out of the insurance product? Price compe-
tition is good for the public in terms of taking
excess profit out of any product, but can an
industry that depends on adequate reserves for
unknown future events really base its sales from

year to year on having the absolute lowest
prices?

One major carrier who has for years been in
both the independent agency as well as direct
distribution systems recently signed two
deals— one to market directly at point of sale
to purchasers of one major brand of cars,
another to market on the web to people using
one well-known portal. In the meantime, that
same car manufacturer announced that it will
begin direct marketing on the web, thus com-
peting with its salespeople, who they had just
announced had to start selling insurance as
well as cars! A large captive writer, who had
recently purchased a well-known independent
agent carrier, has announced that it will be
changing all its captive agents to independent
contractors and focusing on web sales. These
examples, of course, are only two of many.

Additionally, all the fighting today is only
about car insurance. Nobody wants to touch
home coverage due to profitability problems in
recent years. The notion of “account selling"—
building loyalty and retention by taking care of
all your clients’ needs—has gone out the win-
dow. But with the competitiveness in the auto
market, whoever is “stuck” writing home cover-
age is certainly not going to miss the chance to
try to sell auto coverage as well. Banks and
securities firms are counting on this “account”
approach to go to their existing customers and
sell additional products. However, what will
happen if they tell them that they will gladly
sell them car insurance but not home, or some
other similar scenario? Leaving doors open
invites higher turnover and constant struggles
to replace business that leaves. In addition, it
shows that only lip service is being paid to the
notion of “taking care of the customer.”

As you can tell by now, my purpose in
writing this was not to answer questions, but
rather to raise them. And there is no one right
answer; otherwise everybody would drive the
same kind of car and read the same books.
However, there are some overall considerations
here that need to be kept in mind as our indus-
try goes through its biggest changes ever. B
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1999-2000
Personal Lines
Section Committee Members

Chairman

Clyde Clint Gillespie, CPCU
Keystone Insurance Company

*23 Cypress Point Road

Felton, PA 17322

Phone: 215-864-7671 Fax: 215-568-1153
E-mail: cgille6345@aol.com

Diane G. Baker, CPCU

Allstate Insurance Group

2775 Sanders Rd. Bldg. EIN
Northbrook, IL 60062

Phone: 847-402-7998 Fax: 847-326-7183
E-mail: dbak8@allstate.com

Charles A. Bryan, CPCU, CPA
Nationwide Insurance Company

One Nationwide Plaza 1-36-34
Columbus, OH 43215-2220

Phone: 614-249-0421 Fax: 614-677-5630
E-mail: bryancl@nationwide.com

Charles James Butler, Ph.D., CPCU
Keystone Insurance Company

*1674 Dyre Street

Philadelphia, PA 19124-1370

Phone: 215-831-6721 Fax: 215-289-8637

Don L. Dudey, CPCU

Metlife Auto & Home

5801 Centennial Way EX23

Baltimore, MD 21209

Phone: 410-205-2539 Fax: 410-356-3713
E-mail: ddudey@gjis.net

Kathleen M. Frenzel, CPCU

Insurance Overload

*420 Blythe Avenue

Drexel Hill, PA 19026

Phone: 215-521-7122 Fax: 215-521-7132
E-mail: KFrenzel@gateway.net

Dale Martin Halon, CPCU
Doubleclick Inc.

3595 Canton Road A9

PMB 259

Marietta, GA 30066

Phone: 770-517-5978 Fax: 770-517-5874

Alton W, Jeffus I, CPCU

Farm Bureau Group of Iowa

5400 University Avenue

West Des Moines, IA 50266

Phone: 515-225-5679 Fax: 515-226-6566
E-mail: JJEFFUS@FBFS.COM

Eileen A. Lehman, CPCU

Response Insurance

*349 C Heritage Hills

Somers, NY 10589

Phone: 914-640-6545 Fax: 914-640-6575

E-mail:EileenLehman@Responselnsurance.com

Donald P. Roinestad, CPCU
Litcon LLC

1049 General Allen Drive
West Chester, PA 19382-8029
Phone: 860-658-9618

Kent W. Schaum, CPCU

Amica Mutual Insurance Company

*46 Oak Crest Drive

San Rafael, CA 94903

Phone: 415-479-4740 Fax: 415-479-0695

Aaron J. Stein, CPCU

Norton & Siegel Inc

2 East Main Street, Box 220

Babylon, NY 11702

Phone: 516-669-0365 Fax: 516-669-0158
E-mail: aarons12@aol.com

Rudolph F. Trosin, CPCU
Old American Insurance Group
*4517 Staten Island Court
Plano, TX 75024

Home Phone: 972-618-4511

Susan Knowles Weber, CPCU
Fireman’s Fund Insurance Companies
*2763 Hay Terrace

Easton, PA 18045

Phone: 610-861-7133 Fax: 610-861-7110
E-mail: susan_k_weber@ffic.com

Liaisons:

Jobn J. Kelly, CPCU (Staff)

Karen L. Hamilton, Ph.D., CPCU, CLU,
(AICPCL)

*denotes home address
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ersonally Speaking

Good News .

Personal Lines
Section Quarterly

Vol. 2 No. 1
February 2000

. the CPCU Society's Membership
Directory is now online!

To access this interactive directory,
simply

* visit the Society’'s web site at
www.cpcusociety.org

® enter through ‘Member and Chapter
Services,” and

* follow instructions for “Membership
Online”

If you would like to receive a paper copy
of the directory, which includes a listing
of section members by individual
section, please contact the Member
Resource Center at (800) 932-2728.

Personally Speaking
Is published by and for the
mambers of the CPCU
Soclety’s Parsonal Lines

_Secﬁon.

Editor

“Aaron J. Stein, CPCU, CFP

Norton & Siegel, Inc.
2 E. Main Street, PO Box 220

Babylon, NY 11702
E-mail: aarons12@aot.com

Section Chairman
Clint Gillespie, CPCU

. Kaystone Insurance Company

23 Cyprass Point Road
Fetton, PA 17322

| E-mall:cgille6345 @ aol.com

Sections Manager

John Kally, CPCU, ARM, AA!

CPCU Society

Managing Editor
Michele A. Leps
CPCU Society

Product!on Editor
Joan Satchell
CPCU Socisty

Design
Susan Chesis
CPCU Society

'.CPCU Sockty'
Kahier Hall

720 Provldenoe Road

‘PO Box 3009
‘Maivern, PA' 19355-0709

(800) 832- 2728

| :wwwcpcusodotyovg
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