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April 1, 1998 will be a very important date for the U.S. life insurance industry. 
That is the day on which life insurance companies will first be able to use 
the Insurance Marketplace Standards Association (IMSA) logo or cite IMSA 
membership. 

Many life insurance companies have already begun the process required 
to qualify for IMSA membership. This qualification process represents 
an ambitious undertaking because objectively measuring performance of 
individuals and organizations is a difficult and complex endeavor. 
However, it is one that if constructed properly should be able to 
achieve the goals set out by IMSA. 

The IMSA evaluation process must work if the life insurance industry 
Is to eliminate the rash of compliance problems it has faced in the past 
years. This article presents a number of suggestions for making the 
IMSA accreditation process more meaningful and for gaining complete 
acceptance from the life insurance industry's customers. In the long 
run if the public doesn't accept and believe in IMSA, nothing will have 
been gained. 

The General Evaluation Process 
In order to evaluate the proposed process it is important to have an 
understanding of what is involved in a typical evaluation process of 
this nature. More precisely, a theoretical understanding is useful for 
both assessing the proposed process as well as identifying areas for 
improvement. 

Any performance evaluation process generally involves four 
stages--identification, observation, measurement, and development: 

Identification refers to determining the exact areas to be evaluated. Without a 
clear understanding of the dimensions of performance one is interested in 
measuring there is little chance of obtaining useful results. This stage 
encompasses both defining the general objectives for the process as well as 
identifying specific dimensions for evaluation. 

Observation refers to the need for raters to have sufficient 
opportunity to witness the individuals and/or organizations being 
evaluated. Infrequent observation is a major cause of inaccurate 
evaluations. 

Measurement refers to the primary operation of evaluation. 
Observations must be translated into a value judgment representing the 
"goodness" of the ratee's performance. This aspect of evaluation 
centers around the construction of meaningful and useful evaluation 
instruments (e.g., survey questionnaires, evaluation form norm 
construction. etc.). 



Development refers to the notion that a good evaluation system provides the 
foundation for future performance improvement. 

IMSA appears to have a relatively well-defined objective for its proposed 
accreditation process--assuring a high standard of operation and avoiding market 
misconduct through the continual improvement of compliance standards in life 
insurance companies it services. While general in nature, this objective does 
provide the necessary guidance for the development of an effective evaluation 
system. Further, IMSA appears to have identified exact areas for evaluation-- 
evidenced by the six components of the proposed questionnaire. 

However, with respect to observation and measurement there exist 
areas of concern. Further, as a result of these weaknesses, development 
aspects of the process will likely suffer. 

Self-ABministration Issues 
While the efficacy of utilizing a wide range of stakeholders for 
evaluation is noted, under the current proposal the evaluation process 
would be primarily self-administered-undertaken by a cross-section of 
insurance company employees. More specifically, agents and employees 
would be evaluating their own policies and procedures in order to 
obtain accreditation. While individuals have a unique understanding of 
their own behavior, a self-evaluative approach has several limitations 
worth noting. Self-ratings tend to be extremely lenient, that is, 
self-raters tend to evaluate their performance much more favorably than 
other raters. This effect is present even when no immediate benefit is 
associated with a positive, or favorable, raking. 

In other words, an individual is psychologically motivated to 
perceive his or her own behavior, or the behavior of groups of which 
they are members, as overly positive even when that individual does not 
stand to benefit from a positive evaluation. Further, this leniency is 
even more prevalent when rewards, such as IMSA accreditation, are 
associated with positive ratings. 

This isn't meant to suggest that self-evaluation is not an important 
part of an evaluation process, but rather, that relying primarily on 
self-adminis~ered evaluations will lead to inaccurate (biased) 
evaluations. Therefore, it is important to expand the range of 
stakeholders involved in the evaluation process. 

It is important to note that as a potential safeguard against lenient 
self-evaluations IMSA requires that an approved Independent Assessor be 
engaged who will "determine whether the company had a reasonable basis 
for its affirmative responses to the Questionnaire" (page 1.1 of the 
IMSA Assessment Handbook). 

While this would appear to address the hazards of self-evaluation, in 
actuality it will likely only create new problems. Utilizing different 
Independent Assessors will create problems of reliability--reliability 
referring to the extent to which different Independent Assessors make 
similar evaluations. Without reliable assessments the accreditation 
process will be worth less or, possibly, worthless. Further, utilizing 
independent assessors will be a time-consuming and costly undertaking. 



Customers As Evaluators 
The use of customers, both current and former, provides an important 
counterpoint to the evaluations of agents and employees. Customers 
provide a unique perspective with respect to evaluating organization 
performance, as they are well positioned to observe the quality of 
products and services offered by insurance companies. Further, while 
susceptible to bias, customers are relatively free from the sources of 
bias that impact employees. 

By utilizing both employees and customers, and creating norms for 
both groups, the likelihood of an accurate evaluation is greatly 
enhanced. In addition, the differences between the evaluations of these 
groups provide an invaluable tool for identifying areas requiring 
improvement. 

Given the objectives of IMSA, a stratified random sample of customers 
(past and present) and employees and agents would be most appropriate. 
Stratification is important, as it helps ensure that an appropriate 
number of representatives from all relevant groups are included as 
evaluators. Randomization is important as it greatly reduces the 
possibility of inaccurate results because of a biased sample. 

The Evaluation Questions 
As previously mentioned, measurement is the central operation of any 
evaluation process. With regards to measurement, the concept of 
reliability is especially important. In order for there to be reliable 
measurement, questions must be written so that their meaning is clear 
and free from misinterpretation. 

In general, shorter questions and question wording that is specific 
and concrete are more apt to communicate uniform meaning. 

Further, question content should be specific and contain only one 
perceptual object. An example of a question containing multiple objects 
would be "Eas the company established and communicated guidelines which 
are...?" (IMSA Question 3.1). In this case the respondent is being 
asked about two different objects--establishment of guidelines and 
communication of guidelines. These "double-barreled" questions severely 
limit reliability, thereby affecting the accuracy of evaluations. 

The manner in which responses to questions are recorded (response 
scales) is also an important consideration. Response scales are a 
significant determinant of the degree to which evaluation can be 
compared over time and across organizations. For example, response 
formats that are either too narrow (yes/no) or too broad (open-ended) 
are not conducive to making comparisons or norming findings. 

Response scales also affect the reliability of questions--scales that are 
ambiguous, or open to interpretation, have low reliability and thus lead to 
inaccurate evaluations. 

With respect to the proposed IMSA questions several potential 
limitations exist. Many of the questions are double-barreled, i.e., 
single questions are, in fact, asking respondents to rate a company on 
more than one dimension. Many of the questions are excessively long and 
wordy. 

Some questions consist of wording that is unclear or use words where 



meaning is open to widely varying interpretation and/or are worded as 
if they were factually based but are, in essence, asking for opinion. 

For example, Question 3.4 asks if the company has a policy "that 
prohibits distributors and employees involved in the sales process from 
making disparaging remarks about competitors?" "Disparaging remarks" is 
an unclear phrase and, therefore, it is likely that responses to this 
question will be based on opinion rather than fact even though the 
response will either be a precise "yes" or "no." 

On the whole, such questions will likely prove to be unreliable 
sources of intelligence. However, this is not to say the intent of the 
questions is misguided, simply that refinement of wording is required. 
Along with a refinement of wording, attention must be given to 
response scales. Currently, it appears that responses are in a simple 
yes/no format. As previously noted, this type of response scale affords 
little opportunity for comparison over time or between organizations. 
Further, this type of response scale greatly limits the developmental 
aspects of the evaluation process. 

Consider the case of an organization that receives "yes" evaluations on aD 
dimensions--this does not necessarily mean there exists no area for improvement. 
Yet, given the nature of the evaluation, the organization would receive minimal or 
even possibly no insight into where improvements could/should be made. 

One possible alternative would be to create a five-point response 
scale. This type of response scale allows for a range of evaluations, 
yielding development opportunities, yet is still relatively simple, 
straightforward, and completely appropriate for a questionnaire of this 
nature. An example of a question utilizing this type of response scale 
would be the following "How would you rate your company for providing 
an easily accessible way for customers to communicate complaints." The 
response scale format being: very good, good, adequate, poor, very 
poor, don't know. This response scale captures both whether the 
respondent is aware of any procedures in place for complaints and, if 
so, the extent to which it is perceived as easily accessible. 

Objective Management 
Given the somewhat unique nature of the proposed evaluation system 
(i.e., accreditation), objective management of the process is an 
important consideration. Specifically, maintaining the integrity of the 
survey process must be a priority. In order to ensure the integrity of 
the data, as well as to preserve the respondent's sense of the 
integrity, it is important that the survey process be under the control 
of an impartial third party. At a minimum, selection of survey participants, 
administration of questionnaire, tabulation and statistical analysis of data, and 
presentation of results should be under the control of an organization that has no 
interest in the results other than validity and accuracy. 

With respect to selection of survey participants, companies applying 
for IMSA accreditation would submit a complete listing of 
employees/agents and current and former customers. The third party 
would then be solely responsible for selecting specific survey 
participants, contacting them, and administering the survey. 

For these stages of the survey process it is especially important to 
utilize a skilled third party, as any mistakes, or abuses, at these 
points could greatly affect survey results. Further, these mistakes and 
or abuses are extremely difficult to detect. Without a disciplined 



adherence to sound technical practice, the accreditation offered will 
be worthless. 

Create Industry Norms 
It would also be beneficial to create industry norms. Norms should be 
constructed for both employee/agent responses and customer responses. 
While survey results are often meaningful in and of themselves, they 
are often much more meaningful when viewed along side a basis of 
comparison--a norm. Norms would allow IMSA a greater insight into 
industry performance, allowing for more accurate identification of 
strong and weak performers and greatly assisting in establishing 
acceptable levels for accreditation. 

Further, norms are crucial for individual firms in terms of 
development. By comparing individual performance with norms, 
organizations can learn exactly where improvement is required. 

Given that compliance is an ongoing activity and that grave 
consequences exist for market misconduct, it is most desirable for 
evaluations to occur as often as possible. A yearly evaluation process, 
once established, would be a cost-effective method of monitoring the 
behavior of companies. Organizations implementing programs to improve their 
compliance standards require more frequent than triennial evaluation in order to 
monitor their progress and ensure that these programs are functioning 
as desired. Many industries, including airlines, chemical, and atomic 
energy providers use this protocol to protect their businesses. At the 
very least, the IMSA independent assessor should perform some type of 
abridged compliance review on a yearly basis. 

In sum, the current IMSA proposal represents a solid foundation from 
which to build an effective evaluation system. However, for this 
process to be truly successful, extensive refinement will be necessary. 
Inclusion of customers, further development of questions and response 
scales, development of industry norms, more frequent and totally 
independent evaluations, key driver and secondary/tertiary data 
analysis, and development of programs to ensure the integrity of the 
data will be necessary for this evaluation process to be successful. 

Like it or not, it will require groups of life insurance companies or 
associations such as the American Council of Life Insurance and the 
National Alliance of Life Companies to agree to establish coordinated 
programs so that more meaningful results can be achieved from the IMSA 
accreditation process. Anything less may even make the process 
exacerbate the disorder it is designed to remedy. 

Thomas Agnew, Ph.D., is associate project director for International 
Survey Research Corp. in Chicago, and Jay Jaffe, FSA, MAAA, is 
president of Actuarial Enterprises Ltd., Highland Park, Ill.+ 
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up its image; insurance; Interview 

BYLINE: Panko, Ron 

BODY: Robert Googins sets out to help the industry clean up its image. 

Robert R. Googins, a former Connecticut Insurance Commissioner, in October 
became the first head of the Insurance Marketplace Standards Association (IMSA). 
Coogins is director of the Insurance Law Center at the University of Connecticut 
School of Law. 

The life insurance industry developed IMSA to help companies maintain high 
standards of ethical company behavior in the marketplace through compliance with 
the new organization's guidelines on ethical market conduct [see accompanying 
story). IMSA is one of several initiatives that Washington, D.C.-based American 
Council of Life Insurance has sponsored in recent years to assist member 
companies. 

Coogins served as insurance commissioner in Connecticut from 1991 to 1994. 
He established the state insurance department's first Consumer Advisory Council. 
During his tenure, the department's funding and professional staff were increased 
substantially, leading to its accreditation in autumn 1994 by the National 
Association of Insurance Commissioners. 

Before serving as commissioner, Coogins headed the insurance department of 
the law firm Hoberman & Pollack, PC, for two years. He retired in 1988 as 
executive vice president of the Connecticut Mutual Life Insurance Co., 
Bloomfield, Conn., after a 30-year career at the company. Coogins considers IMSA 
an opportunity for insurance companies to reinforce their "vital bonds of trust" 
with consumers. 

Coogins was selected for the IMSA leadership post by the ACLI Task Force on 
Market Conduct, headed by Stephen Brown, chairman and chief executive officer of 
John Hancock Mutual Life Insurance Co., Boston. The National Association of Life 
Underwriters and other groups assisted in IMSA's creation. 

Q. What is the state of the market conduct problem? Has it gotten out of 
hand, or has it improved? 
A. It's a mixed bag. One could easily say that some companies, seeing what 
the trends were, including the changing legal environment and the changing image 
of the industry over the last decade, got a handle on this much earlier and 
strengthened their marketplace overnight. If you had the good fortune to be 
involved with one of those, then you'd be in good shape. On average, over the past 
few years the image of insurance companies has slipped. 

That's due to the fact that the public and regulators have become critical of 
practices that had been tolerated or that the public became more sophisticated and 
demanding. Probably, it's a little of both. 



Q. How much will IMSA improve public confidence? 

A. Hopefully, a great deal. That would certainly be the objective of anybody 
that takes over this organization. There's little question that over the past 10 
years, the image of the industry has drooped. IMSA offers an opportunity to 
improve that image, but not just cosmetically. We'll have a mechanism to 
reinforce a company's commitment to improve and an infrastructure to implement 
that improvement, rather than simply a pontifical declaration of good 
intentions. 

Q. How will you know participating companies are really addressing market 
conduct problems? 

A. This is a totally new process for me as well as for participating 
companies. As executive director, I anticipate seeing these problems being 
addressed through interaction with our members. This would be anecdotal 
evidence, perhaps, but the greatest opportunity for an early appraisal will be 
to examine the questions that arise and the time and effort expended by an 
applicant from the time they start the process to the time they apply for 
membership. Ultimately, you'll know companies are really addressing their 
problems when surveys show their image is taking an upturn. It won't happen 
overnight, but it is likely to become the ultimate measure of success. 

Q. What do you think will happen to companies that choose not to 
participate? 

A. In the short term, a decision like that won't have any noticeable effect 
as regulators, the public and competitors begin to learn about IMSA. As the 
promise of IMSA comes to fruition, people within the industry will feel it's an 
important membership to have. People looking for insurance will realize its 
worth and seek out members. In this regard, attitudes that regulators and 
consumer organizations have will become very significant if IMSA is to gain the 
stature that it should achieve. 

Q. Will third-party assessments in the IMSA process lend more credibility in 
the eyes of the general public? 

A. It clearly has the potential to lend greater credibility. Many 
third-party credentialers will come from professional organizations such as 
financial auditors and accounting firms, people who have historically played an 
independent role and know that they have an obligation that transcends the 
client relationship. Such organizations have their own reputations to consider, 
as well. For years, the public has relied on accounting firms. To the extent 
that system works on an equivalent basis, I hope this sense of responsibility 
has the same salubrious effect. 

Q. What are the mechanics of self-evaluation and third-party evaluation? 

A. The mechanics are pretty simple in terms of understanding the process. 
First, you have to have someone who wants to volunteer. The first thing a 
company needs to do is look at, understand and adopt the existing principles and 
the code, which are likely to evolve over time. One of IMSA's functions will be to 
audit the marketplace efficacy of the principles over time. 

Then, of course, the prospective member will have to determine that it has an 
infrastructure in place to ensure implementation. This is the very important self- 
assessment process. At that stage, the third-party evaluator comes in and reviews 
the same issues addressed in the self-assessment process to confirm that the 



infrastructure exists. The third party will examine the distribution network of 
the prospective member and do some field testing, probably talking to some agents 
and others in the distribution network to confirm that the company is in a 
position to apply for membership. When the appropriate third-party evaluation and 
self-assessment is filed with IMSA, the applicant will qualify to become a member. 

Q. After becoming eligible, insurers will be required to refrain from 
promoting their membership in the new association for 12 months. What is the 
purpose of this waiting period? 

A. It's kind of a fairness thing starting out. Even if companies are of 
similar size, have the same kind of distribution systems and are in a comparable 
state of readiness, they may find that the self-approval process takes a markedly 
different amount of time. The thought is to give all interested companies a 
reasonable amount of time to join the organization before any one promotes their 
membership in the organization. They shouldn't be engaged in a race to the 
courthouse door. One company might need three months, and another might need six. 

Q. Are companies really prepared to follow through on this? 

A. Again there's a mixed bag. Some companies are absolutely convinced it's 
essential. Others remain unconvinced at this moment, some of them not because 
they think it's not a sound end process, but because they're concerned about how 
it will operate. Some may be concerned that standards may increase their legal 
liability. I dare say some companies don't even know about IMSA, even though it's 
been in formulation for over two years. I'm convinced it's the right thing to do 
and that there is such a core of companies interested in it that it's clearly 
going to find its appropriate place in the insurance marketplace. 

Q. How many companies are interested in IMSA? 

A. I wasn't a part of the initial process, so I can't provide a figure. But 
it's clear there's a large number of companies interested. While it will always 
take a new organization time to get up and running, I don't think there will be 
a dearth of applicants. 

Q. Has anything surprised you about the market conduct issue? 

A. I have the great benefit now of perfect hindsight. Having that advantage, 
I'd say the thing that surprises me a little is that this idea didn't catch on 
many years prior to now. I can't give you an answer why that is, but it 
certainly is a function whose time has come. 

Q. Agents have often said company sales quotas and managerial practices have 
pushed them into unethical sales practices. Are they justified in making those 
claims? 

A. First of all, the establishment of sales quotas and certain managerial 
requirements and the use of ethical sales practices are not mutually exclusive 
On the other hand, in practice, I cannot say that the criticism that might be 
levied by some people in the field doesn't have some justification. 

There's never any justification for anybody doing something illegal, to say 
nothing of criminal. But when there are borderline questions of fairness, people 
who have a sales quota they haven't met may start taking some shortcuts. It ought 
not be tolerated and fostered. I think those conditions have been allowed to 
persist in some quarters. They haven't been actively promoted, but there has been 
some laxity, and it has created a condition in which some agents say this is an 



okay practice, a tolerated practice. That's what the last several years has shown 
the industry. 

Q. Prudential has set up a new sales system in which underwriters are called 
in at the point of sale to explain specific products. Is this going to work? 

A. Anything that educates all parties in the process has got to be a 
positive. Anything that increases the knowledge of the agent on the one hand and 
the customer on the other has got to help. However, I'm not privy to the 
specifics of what Prudential is doing. 

Q. You've had a successful career in the insurance business. How would you 
rate the prospects for a person entering the industry today? 

A. It's a great time. The insurance industry, despite some blunting around 
the edges and buffeting in the marketplace, is a great industry and serves a 
great role. People can have successful and rewarding careers, serve the public 
and get great satisfaction in doing it. It can be summed up particularly by the 
axiom that there's always room at the top for a good person. It may be that some 
marginal people aren't going to make it, and it may be that it's the marginal 
producer that is under the most pressure to take short cuts. But those who learn 
what they must know have a great opportunity here. I've been in the business since 
1958. It's been a great business for me. I've enjoyed every minute of it. I've 
never looked back and thought I wished I had done something else. My whole career 
has dealt with insurance, first as a corporate lawyer, then in private practice, 
then as a regulator, and throughout that period of time as an educator. I started 
teaching insurance law in 1964 and have taught every year since. 

Q. Once you get this IMSA program running, what will you do next? 

A. I wasn't expecting to do this next. The opportunity came at a time I was 
completing the creation of an insurance law center, including the first master's 
degree program for lawyers in insurance law. Most law schools offer only one 
course in insurance. At the University of Connecticut, we now have four insurance 
law courses. By the time we have our first master's program, we will have 14 
insurance law courses. I've spent over three years putting the insurance law 
center together, and that exciting challenge is nearly concluded. I figured I'd be 
able to look at something else, and then IMSA came along--another exciting 
project. When I'm done with IMSA, I'll write a book about the law and Charles 
Dickens. He's been an interest of mine for nearly my whole life. 
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HEADLINE: LIMRA Starts Broker Due Diligence And Training System 

BYLINE: BY CAROLE ANN KING 

BODY : 
To help brokerage companies comply with the provisions of the Insurance 
Marketplace Standards Association, LIMRA International has launched a 
"clearinghouse" for the tracking and training of independent producers working 
with brokerage companies. 

IMSA is a voluntary association formed to monitor companies' compliance 
processes and issue a 'Good Housekeepingm-type seal of approval to insurers who 
pass internal and external audits. 

Albert J. Sheridan, principal of LIMRA's Decision Resources Group, said not 
only does the new "Independent Producer Clearinghouse" respond to IMSA but it 
also will help insurers reduce their liabilities under two federal acts that 
hold insurers responsible for compliance training and due diligence on 
producers: the 1991 Federal Sentencing Guidelines and the Federal Violent 
Control and Law Enforcement Act of 1994. 

The sentencing guidelines hold employers liable for the illegal acts of their 
agents or employees, he said. "If it is a federal offense, there are severe 
penalties." 

Under the guidelines, employers are required to develop standards that are 
appropriate to their industry, and to convey them "clearly and repeatedly," he 
said. 

The training piece of the IPC program addresses the need, under both IMSA and 
the Federal Sentencing Act, to make sure agents are adequately trained in 
compliance. 

Each producer goes through the training program only once and receives a 
certification of completion of the program. There's no way a broker can actually 
fail the test, he said. Since the object is to make sure that the broker 
understands the material, it is self-correcting. "This relieves the BGA of the 
responsibility of training agents." 

Insurers, he said can no longer assume that a brokerage agent has a primary 
company that is providing training and supervision and doing background checks 

The Federal Crime Act, another impetus to the IPC, makes it a felony 
(punishable by prison time) to willingly permit a felon to work in the insurance 
business, according to IPC's literature. 

Actually, only a few criminal offenses, like "felony dishonesty" and "breach 
of trust," will keep a person out of the insurance business, Mr. Sheridan said. 
adding that one could be a serial murderer and still get in under the Federal 
Crime Act. 



If producers have felony records in these two areas, then "companies 
will have to terminate them or they are taking a big risk." 

Instead of each company doing its own background check to identify felony 
convictions and creditworthiness, the IPC will do it once when the agent is 
appointed with a company. IPC will share the information with other IPC members, 
but only when they want to contract the agent. 

The IPC's advisory council, consisting of 25 companies and the National 
Association of Independent Life Brokerage Agencies, is considering doing the 
criminal background checks every two years. 

Most of the 70 known brokerage companies with independent agents are expected 
to join the IPC. Of those already on the advisory council, several have both 
career and brokerage operations. 

So far, the 25 advisory companies have turned up 580,000 appointed agents on 
their rolls. Some of these producers may be dead or otherwise inactive, 
according to Mr. Sheridan. "Companies have names of people on their lists who 
haven't given them business in years," he said, adding that they will have to 
cull their lists before the criminal background checks begin. 

The average broker could have as many as 13 contracts, but agents could have 
as many as 18. Mr. Sheridan said one producer had contracts with 20 of the 25 
IPC companies. 


