~ The NAAFA Report..................

Who We Are

The National Association of American Family Agents (NAAFA) is a professional organization established to promote education and
communication between American Family Agents and American Family Insurance Company, for whom the Agents supply the lifeline that
enables American Family Insurance to exist. Our desire is to be a vital, active group who is interested in sharing our experiences and
knowledge with other agents, always encouraging, listening, and growing in ways that not only profit the Agents, but the Company and
Customer, as well.

Our Mission Statement

The Association shall strive to provide professional fellowship by dedicating its activities to furthering the
highest degree of ethical service to the insuring public. The Association will support the strictest adherence to
the integrity of its members as professional insurance agents. We will promote professional conduct and
protect the legislative interests of our members through awareness and understanding of the issues facing the
independent contractor insurance agent in the American society.
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THE AMERICAN FAMILY AGENCY, THEN AND NOW

It is often that we hear agents remark that “times just aren’t what they used to be.” Of course, we
hear this mostly from veteran agents, but lately we have been receiving calls from agents with less
than 10 years with the Company who are saying the same thing. Even they can see a difference.
Just what are the differences between the American Family agency 30 or 35 years ago compared to
today? Is agency life improving or is it worsening? Are agents happy with the state of things? Well,
NAAFA, after a series of interviews, has decided to tell you what we have discovered.

District Managers, yesterday vs today: Every agent interviewed admits to originally feeling very proud to be
working for American Family. Agents who were hired 25 to 35 years ago remember having District Managers
(DM’s) who were given total control of their districts. The DM’s worked closely with new agents, doing all the
training in sales techniques and product knowledge. DM’s spent lots of time with agents, going out on
appointments, answering questions, building a great rapport with their agents. Agents generally looked at their
DM as their friend. Often agents say they felt obligated to work hard out of respect for their DM. District
Managers encouraged in a positive way....never threatened. Praise was heard real often. The camaraderie
which developed between each DM and agent also created a great TEAM atmosphere. As a result, agents
encouraged and cheered each other on toward the district goal. DM’s often held district functions where agents
got to know each other on a personal basis. Spouses and children were invited to district functions, too. As a
result of the development of this closeness, often spouses would become as much of an encourager as the DM.
American Family Insurance became the “family” it was meant to be. The agents felt that the Company embraced
their hard work. The agent felt very proud to be working for American Family because they felt the Company
cared. The agent looked at all departments (underwriting, claims, life, corporate) as being part of one unit,
existing to provide a wonderful living for everyone who worked for American Family through the wise and
prudent use of the premiums paid by the best policyholders in the country. It was a mutual admiration society,
so to speak.

In the past few years, things have changed. DM’s no longer do the agent training. DM’s seem to have very little
influence on the agent. Often DM’s are hired who have very little experience themselves as an agent. It seems
hard for the DM to earn the respect of agents because of their lack of accomplishment as an agent. It appears
that the DM’s responsibility today is simply to be a “conveyor of information.” Often that information is very
limited. One agent said he feels like he is “being mushroomed, kept in the dark, and fed horse____!”

If an agent needs to be fired, this rather uncomfortable job falls on the DM’s shoulders. DM’s appear brow

beaten and perhaps threatened if their districts don’t produce so, of course, they pass these threats on to their
agents. They never seem able to figure out how to encourage their agents to produce. The normal approach is
with threats, not praise. One agent said “the manager of today twists your arm instead of shaking your hand,



and stabs you in the back instead of patting you on the back.” Many agents have asked why we need DMs.
Information from the Home Office that agents need to know can easily be presented through the computer. DM’s
really don’t help agents much. DMs seem to keep themselves busy by requiring endless reports from the agents.
Such reports are utterly useless and a waste of agents’ time. Do today’s DM’s help create a TEAM mentality
within the district? Usually not. NAAFA did find exceptions to this rule. One member-agent reported that he is
very close to his DM. He trusts the DM with his soul. Interestingly, this agent makes All-American and AFLIC
every year!

How has Underwriting changed? Years ago, underwriters were assigned to districts and they stayed with
those districts for years. Underwriters visited the agents’ offices on a regular basis. A lot was learned with these
face to face relationships. Underwriters were soon able to learn which agents were interested in writing good
solid business and which agents were “crap merchants” as one agent called it! Because of the longevity of the
underwriter/agent relationship, a feeling of trust was established. Communication flowed easily and both felt
they were partners in the good, clean underwriting process. Underwriters and agents alike were interested in
profit. Years ago, one agent said, the goal was to “match the premium to the risk.” Today, the risk is matched to
the Company’s computer underwriting model. In the early days, underwriters were your friend, but they were
tough and could think for themselves because they knew what the Company goals were. They accepted or
rejected on the merits (or lack thereof) of the risk. Now the computer model makes that decision. Period!

Underwriters are reassigned to districts very often so there is no chance for a rapport to develop between them
and the agents. Underwriters are not available to help the agent. If by some miracle you do reach an
underwriter, the most often heard remark is, “I don’t know, I don’t handle that.” Underwriters seem to exhibit
discouragement and an “I don’t really care anymore” attitude. NAAFA recognizes there may be exceptions, but
the underwriting culture at American Family has definitely changed over the years.

What about the Claims Department? Years ago the claims adjustors were much like the underwriters. The
agent got to know the adjustors. A relationship of trust and respect was built. Adjustors were very professional
in that as a rule, they conveyed a feeling of caring to the customer. One agent of some 35 years told NAAFA that
“back then” if an agent erred by telling a claimant that something was covered, the adjustor would most likely
stand behind that decision made by the agent. However, the adjustor would explain to the claimant, in no
uncertain terms, that this really was NOT covered in the policy, but because the agent, by mistake, told you it
was, we will pay the claim this one time. It will not be paid a second time.” Then the agent was told of his error,
and everyone saved face. The insured remained very loyal to the American Family agent! Today, claims are paid
by the book. Period.

Years ago agents felt we had enough claims adjustors to do the job. Today, when an adjustor quits, the position
is eliminated. As a result, adjustors are overworked and harried. The really good adjustors are leaving
American Family. Agents don’t get a chance to get to know the adjustors because of these huge turnovers.

Many agents feel that with the new claims process dictated by upper management, the claims process is just
horrible. Some agents are called into the claims process by disgruntled customers quite often. The most
complaints seem to come in the area of total losses to vehicles. Some agents felt the claims office was treating the
customers so unfairly that they became ashamed at what American Family’s claims service had become. One
agent said “American family is charging Lexus rates but giving Yugo services!” NAAFA recognizes that
American Family appears to be working on the claims problem. Perhaps things will get better.

Comparing the Life Department back then to now: Most veteran agents remember the day when American
Family had some of the most outstanding life products in the marketplace. What fun it was to sell then! The
whole life products had fantastic accumulations, the Company sharing its profit with the insureds. Agents were
proud and successful at selling good products. Today, many agents feel the products are not competitive. Many
say the products are mediocre in quality. They ask why higher dividends aren’t being paid when this is a time of
better mortality tables and record earnings in the stock market. One agent said, “Where’s the CASH baby? The
officers know.”

Others complain of the relatively low commissions paid on life from American Family. Years ago, the life
application was a page or two, and underwriting was done in a timely manner. Agents now have had several
years of 10 to 20 page applications and often very slow underwriting. Apparently, the company is working on
the application issue. Underwriting, in some cases, is still very slow. Today there appears to be a shortage of
underwriters where earlier it never seemed to be an issue. One agent remarked, “Our Life Department went
from being the most organized and having the best service to having the worst.” Why? Poor management!



Newer agents interviewed really didn’t have an opinion on the life department. This is probably because they
had nothing to compare it to.

What about the quality and type of agent being hired today versus 30 years ago? We found that it was
agreed across the board that there probably isn’t much difference in the quality and/or type of agents hired today
versus the ones hired years ago. Some agents told me they thought DMs used to try to hire aggressive, assertive
Type A people years ago, but today they seem to be hiring more Type B people. Could that be because
management finds it much easier to dominate Type B people?

Today most agents are hired with very little knowledge of what they are in for. DMs still make promises that are
never fulfilled. NAAFA has seen burn-out within 12 months because of pressure put on them. Most new agents
feel they are asked to do way too much work for too little income. The newer agents complain of being given 2, 3
or even 4 different contracts while they are on AASP, each contract being more restrictive than the one before.
NAAFA was able to talk to a few new agents who remained optimistic. One agent said she could tackle any
situation the Company required as long as she had competitive rates and she could sell. However, at the
moment, her rates were awful. Not good!

What’s similar? Agents from both eras know what it is to work hard. As a whole, agents are very ethical and
trustworthy. Agents like helping people. Agents, like most people, like to be treated fairly. Agents of all ages,
however, are asking the same questions: Why doesn’t corporate American Family realize the outstanding level of
agents they have working for them? Why does corporate AF fail to recognize their agents as the best resource
they have ever had? Why would AF even consider cutting the agents’ income when they so drastically need it to
continue to do the service work Corporate requires them to do? One agent asked NAAFA, “How in the world can
you pay a commissioned salesperson too much money?” In other words, you won’t pay me unless I earn it and I
have earned it!

NAAFA has heard from agents with $3mill to $4mill agencies who are about to go bankrupt. The Company
refuses to believe that agents’ expenses are running as high as 85%! That’s right, eighty-five percent. Agents
take it personally, they tell us, when American Family’s rates have been so uncompetitive, (some places for the
last 4 or 5 years) and then they institute the Credit Scoring on top of that. Some agents have told NAAFA they
have lost as many as 400 homeowner clients because of the Credit Scoring in homeowners. Agents are the type of
people who will remain loyal to the end. But many are now saying they simply cannot survive. They are

fighters, but only have so much strength.

The Home Office Management and how it has changed. Many veteran agents refer to the early years as the
“days of the icons.” There were officers who were “icons of their departments” and they were made visible to all
agents. The “open door” policy of President Bob Koch, the Life Department’s great promoter, John Reed, the
marketing efforts of the Floyd Deschs’s, Joe Chvalas’s, and the Clayton Nelsons of earlier years all contributed to
creating an environment of seemingly total commitment to the agent and also to the Company. These officers
came to local and state events, always making themselves very visible. They spoke at Sportsman’s Outings and
even district events. Agents felt they were special when they were called by first name upon site. Upper
management seemed intent on making sure people felt there was not much of a difference in the level or degree
of importance between upper management and the agency force. An officer was known to have “bumped” into an
agent and his wife in Madison and ended up taking the afternoon off to personally show them around his
beautiful city. NAAFA rather expects that American Family employees at that time also felt very special and
needed. This kind of an attitude, which permeated from the top down, made everyone feel upper management
people were special, credible, respected, and admired. We were, indeed, a great American Family.

Today things are much different. Upper management outgrew its need for the respect and admiration of its
subordinates. Policyholders, agents and employees became secondary in their list of needs. Corporate officers
withdrew from much affiliation with the Agency Force. The success American Family experienced during their
growth years provided the Company with great sums of money, to the point where Corporate’s greatest interest
became “managing their billions!” Their greatest need now is for power at all costs. Friendships have been
sacrificed. Integrity has been jeopardized. Loyalty has slipped greatly, even in the last 5 years. One agent told
us that early in his 37 year career at American Family the philosophy was God first, Family second, and
American Family third. Today your philosophy is expected to be American Family first, God second, and Family
third or you might be without a job.
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Why has this happened? Some suggest it is because the Company has grown too large and thus has become quite
impersonal. However, we know of several very large companies, some as large as 150,000 employees, who have
managed to maintain a very close relationship with their employees. One large company representative has told
NAAFA that their company has a policy whereby management is instructed to do everything possible to help the
employee get ahead. This includes mentoring, encouraging, and assisting in any way necessary for the employee’s
betterment. Employees and independent contractors working for this large company are constantly praised and
rewarded for their work. Recently, this large company put into action its “terrorism” policy of contacting every
employee to make sure all were safe when a disaster occurred in one of its major cities where many of their
employees work. This company makes its workers feel valuable, important and needed. As a result, this
company is one of the top 5 leaders in its industry. Loyalty is very important, but it doesn’t just sprout overnight.
The “gardener” has to nurture, water, fertilize and care for the plant before it blooms. Eventually, the gardener
is rewarded with a beautiful plant which produces gorgeous blossoms, the goal of every good “gardener.” So it is
with wise corporate leaders. If they treat people well, they will generate allegiance, production, and
commitment. Corporate leaders need to realize that they need to maintain commitment or they will soon have a
problem with worker retention.

So to conclude the interviews with agents for this article, NAAFA asked what the best and the worst things
about the early agency days were. Most answered the best thing was the camaraderie and respect shown by
upper management toward the agents. The worst thing about the early days, one agent said, was having to
figure auto quotes with a hand calculator. “If I was only $25 off, I was happy” he said. Today’s computers have
greatly improved quoting. “If I am off by lor 2 cents today, I get upset,” the agent said. Another agent said that
in his early days, the worst thing was when he didn’t make All-American.

What are the best and worst things about today’s agency? Many agents said that although the computer
has made quoting easier, and having a word processor and other computer benefits are convenient, they felt one
of the worst things about today’s agency is trying to keep up with all the extra data entry work (without pay) the
Company has piled on them. One of the other “bests” mentioned several times was the fact that after so many
years, incomes had finally reached a comfortable level. However, agents also stated that one of the worst things
today was “watching their incomes go backwards because of rates, credit scoring, etc.“ Condescending, rude, and
sometimes down right mean DM’s were mentioned often. One agent said if she could see upper management
take cuts in pay, it wouldn’t be so bad. Another complaint was being treated like an employee instead of an
independent contractor. This complaint was heard often.

”»

When asked to complete this sentence “Today, the American Family Agency is ,” replies were:

»  Not the opportunity it once was.

* A demanding job at an average income where you put up with the hassles of the agency and
where you're treated like an employee but given no employee benefits such as sick leave, paid
vacations, health insurance, 401K, etc.

» A place where you can succeed if you can play their game.

» A place that will absorb your whole being.

»  Where I wanted to retire from, but fear I might not make it.

=  Where I plan to make it in spite of the obstacles.

NAAFA wishes to thank all the agents who contributed to this article. We learned a lot about what agents really
think about their careers at American Family. Time never stands still. Sometimes change means growth.

Other times it may signal the “end of an era.” NAAFA believes in the American Family agents and we know
they will work for what is right. We wish the best to all American Family agents.

NAAFA is the only professional organization totally dedicated to the needs of the American Family Agent. JOIN TODAY!

An Inspiration....this Agent!

outstanding sales, and who are listened to by the Company when they

It isn’t often that NAAFA hears from agents who are not only enthusiastic
about their work but also happy to say that they are working for American
Family Insurance Company. Now this is not to say that there aren’t agents
out there that feel this way, but it’s simply that they don’t contact NAAFA
if they are really happy in their own circumstance.

Well, it happened. NAAFA is absolutely thrilled to hear from someone
who loves working for American Family. Oh, this isn’t to say that the agent
thinks all is perfect at AF. He certainly recognizes that there are
improvements to be made. But the solutions to these problems, he believes,
might come from people who have developed credibility through their

present a problem that needs fixing.

This gentleman has only been with the Company less than 5 years. He has
never had a policy transferred or gifted to him. He has in the neighborhood
013000 policies. He works 12 to 14 hour days, 5 days a week and he works
sometimes on Saturdays. He believes that he must put in his time while he
is establishing his agency. He believes that this load will lesson as his
agency grows. He believes that the rest of his week should be devoted to
his family and to his Church. He says he works for God first and the
Company second.






