


That isn’t working any longer. Not only
do we not have the number of agents we once
did — and many of them are aging and not all
are being replaced — but our clients feel more
empowered to make their own decisions about

complex financial matters.

Credit the Internet for much of that.
People today not only expect to get most
of their information online, they prefer it.
And segments of many industries, including
insurance, have adjusted to the change.

People can go online to purchase
insurance from any number of carriers. They
can compare rates and coverages, apply for
and often get immediate issuance. They can
do the same when it comes to applying for a
credit card, buying a car, booking a hotel or
paying their bills and taxes.

Think for a moment about buying a car.
Like an insurance agent, a car salesman was
once the recognized expert on the product he
was selling. He could recommend features,
provide discounts, match the buyer with the
car best suited to his needs and budget.

Today, the balance has shifted. Car
buyers today get most of their information
online. They have the answers to their
questions before they even walk into the
showroom. They’re not smarter than car
buyers of 50 years ago, but they do have
access to more relevant information.

That, | think, is a principal challenge
for the life insurance industry. Today many
people get life insurance at their workplace.
It may be minimal coverage, but they have
some. It’s an easy process, emphasis on
“easy.” It also provides an opportunity for
insurers to offer higher amounts of life
insurance than are available through their
employer — today’s version of ‘buying up”
from a Chevrolet to a Pontiac.

Today, many prime prospects for buying
life insurance — people in their 30s starting
families — find the idea of spending an hour
or more at home with a life insurance agent a
scenario they won’t entertain. And these are
the same people who we will continue to try

to reach for the next 20 or 30 years, offering
products at each life stage and alternatives for
estate planning and annuities.

So, what are the challenges we have
to meet?

First, we have to recognize that the old
model that served us well — relying solely on
agents as our primary channel for individual
life sales — will not be the most effective
option for the long-term. Not only is it cost-
and labor-intensive, it no longer represents
the way most of our potential new customers
prefer to do business. This is not to say that
we should jettison agents — they will be
a valuable and valued resource for many
years to come. But we have to utilize other
approaches as well.

This is especially critical if we’re to
reach underserved market niches, such as
those families who require smaller amounts
of life insurance. Today, these are not
profitable customers for many agents. As a
result, we’re losing potential sales. And, less
this be dismissed out of hand, we need only
remember that Japanese carmakers made
their first inroads selling compact, fuel-
efficient cars with much smaller margins than
Detroit’s larger models

Second, we have to embrace the
opportunities of automating as many of our
business processes as possible. It’s a daunting
challenge, but many of us are already doing
it and are realizing the benefits. Here at MIB,
with the support of our member companies,
100 percent of our data transactions are fully
automated across the Internet, with no paper
record, no delays and quick response time.

Third, we have to change our perspective
from being transaction-focused to being
relationship-focused. Customers don’t offer
just one chance for a sale. Properly handled,
they can offer decades of opportunities. Their
insurance needs change at every stage of their
family lifecycle.

Editor’s Note: To comment on this issue,
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Certainly there are major concerns
any insurers must have when it comes to
changing their business models. There are
security issues and legal and regulatory
requirements. But | think the important thing
is to recognize that we can continue to thrive
only if we make it easier for customers to
work with us.

Simplifying processes is not the same
as dumbing them down. One-on-one
personal interaction was a hallmark of the
life insurance industry for most of its
history. And professional agents will continue
to have expertise and relationships that
many customers value and will want to
have available.

Evolving the business model by
employing new technologies and developing
new distribution channels means we can
meet our customers’ needs more completely.
It isn’t enough to make superficial changes,
such as the auto industry did in the fifties
by adding more chrome or larger tail fins.
Instead, this involves fundamental changes
in the products and work processes we use to
effectively meet the changing expectations
of today’s insurance buyer and the buyers we
want to have tomorrow.

The road ahead for the life insurance
industry will have some inescapable bumps.
But if we can provide our customers with
the insurance vehicles they need and want,
we will all have an easier and more
satisfying ride.
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