The Use of Management Reports in the
Insurance Business (in the United States').

By G. GravErsENZ2).

Insurance theery, principles and practice seem to be thoroughly covered in a large
number of U. 8. textbooks, and these are also subjects for study in U, S. universities.
In the rapidly growing insurance companies there is also wide education and training
in the same subjects.

Organization and management in the insurance business seem, on the other hand, not
to have been subjects for research or education, but erganization and management are
discussed in internal seminars for office people.

A description of the use of management reports in the insurance business will there-
lore not cover gencral practice or all reports in the management fields, As management
and management reports have to be observed in the light of the education and training
of insurance personnel, because some reports are combined with training programs, at
the end of this article a description will be given of education and training in a univer-
sity and in an insurance company.

Management and Management Report.

As in other [lields, it is very difficult to define the word "Manager®. I have discussed
the definition used in the insurance business with many exccutives and professors, but
it is not possible to come to an exact definition of “Manager”. The title “Manager”
implies a decision-making person, but it scems that this title is also used in other cases,
e. g. about leaders of insurance agencies, who have no decisions to make. Therefore, in
this article the words management and manager will be used in a broad sense, whether
it is in connection with management reports or not.

The words "Management Report” can also be discussed, because Management Reports
can cover both reports to higher management and to lower management, but also in
this case, the description will follow the interest in the reports rather than formal
procedure.

The organizationplan in the insurance business differs from one company to another,
but it scems that the following outline gives a relatively general outlook of the upper
level of an insurance company:

1} Artiklen omfatter et uddrag af en rapport til E. P. A, fra en studierejse til U, 8. A,
- januar/marts 1959
2} Lektor, statsaut. revisor.
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The U. 5. insurance companies visited were of a very large size, but it seems that
the number of vice precidents is large, although titles sometimes seem to be part of
public relations work. In some companies there is an Executive Committee mecting on

call, consisting of president, some vice presidents, and directors.

Use of Management Reporls.
I. Annual Reports,
A. The Insurance Co. — Public Annual Report.

President — Board of Directors — Sharcholders

The Annual Report will be made out in a good-locking financial report form and in
a handy size. The cover page gives the name of the Company and the year covered

in the report.

Inside will often be found names and pictures of members of the Board of Directors,
These people represent "the upper ten” — normally 9 to 24 members from the area in
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which the company operates. The members get no fixed salary, but an amount per
meeting, at which it is so often necessary to make special decisions, e. g. approval of
the president’s Annual Report. Mectings scem to be held mostly three times a year,

Alter presentation of the Board of Directors in the report follows a message from
the president, reporting on the last business year and possibly commenting on plans
for the future.

The following pages show statements for both the last and the loregoing year, indi-
cating changes in Assets, Liabilities, and Surplus Funds plus per-centages for easier
reading of the statement.

The additional pages give more detailed descriptions and statistical figures showing
the increase or decrease in the Company’s economic and working operation, figures for
owned bonds, stocks, cte,, and [inal pages list names and pictures of exceutive offices
and addresses of agency offices.

a. Textexampie of a Published Stalement.

ASSETS
United States Government Bonds ... .. vveii i iiiiaiianinneans
County and Municipal Bonds ... i
Public Utility and Corporation Bonds .....c.vvvi i iiiiiiieiinnn
First Mortgpage Loans on Real Estate ..o iiiiaiina,
Collateral Loans .. vvviuivinnnrrrnnassernnnas N
Home Office Building ... oovenniniiniri i iiiieiiaiaaracnaaaanans
Preferred Stocks ..o oot e
Bank Stocks ... it BE0AA000000E0EABARa00000005808
Other Common Stocks . ..vvveeiiiiiniririiiiiiiinaiisnns
-
Loans Against Cash Values of Policies ..........coooviiiiiit Boooc
Accrued Interest and Miscellaneous Assels ..o iiniiiannnn.
Net Premiums to Complete Policy Years ..o,
These are premiums either in process of collection or due to be
paid during the current policy year. Proper offsetting liability is
included in the policy reserves shown in the statement.

TOTAL ASSETS ... iiiieiiiaiiiiinsnsaciranness

LIABILITIES
Policy Reserves «ovennriiinnnnnsnacrennnns ehrerraaes eeerrereeans
Premiums and Interest Paid in Advance ... vieinniii i iiiiiiiienn e
Reserve for Taxes and Other Liabilities ... ovienniiiniinaaa. ...
Mandatory Valuation Reserve «.ovnnniiiiinarinnroren, e

TOTAL LIABILITIES ... it iiiieainicrennn,

SURPLUS FUNDS for Pratection of Policyowners
Reserve for Contingencies ... .ocoriiiiii it iiiiiannnanneneens
Capital Btock . .uuiinriii et ettt e aa it e e
Surplus ... 00000000 DEEEEO0ANN N NAaCeARAAAS 06D

Total Capital and Surplus Funds ........................
TOTAL LIABILITIES AND SURPLUS FUNDS .........
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b. Example of Long-range Trend From a Published Annual Report.

The example, from an Annual Report, gives a good picture of the increase in the life
insurance business in the U. 5.

NEW LIFE INSURANCE ISSUED
{Annual Totals by Years)

*New life
insurance
produced by
agency force

Average size
of ordinary
policies issued
to individuals

1957 $258,585,0558 38,827
1956 226,104,960 7377
19355 178,419,027 5,872
1954 159,824,596 6,057
1953 153,680,329 5,905
1952 150,022,918 5,901
1951 121,207,090 5,298
1950 115,186,624 5,063
19449 108,786,268 4,708
1948 07,401,728 3,893

*) Does not include group insurance issued on U. 8, Government employees,

INSURANCE IN FORCE
(Cumulative Totals by Years)

Total Ordinary Group

1957 $1,615,486,922 $1,262,905,308 5352 581,614
1956 1,466,401,879 1,155,508,341 310,898,538
1955 1,340,519,627 1,062,040,480 278,479,147

1954 1,211,600,658 989,736,145 221,864,513
1953 1,065,0599353 925,503,036 139,556,897
1852 979,721,921 862,361,757 117,360,164
1951 891,107,312 789,430,183 101,677,129
1850 820,222,242 782,148,136 97.074,106
1949 761,644,019 675,789,358 85,854,661

1048 697,208,140 625,735,141 73,472,999



193

GROWTH OF ASSETS
{(Cumulative Totals by Years)

Total
1957 | $418,163,384.83 ]
1956 | $393,087.669.52 |
1955 | $369.052,287.25 |
1950 | $322,553,099.25 : |
1953 | $206,192,307.23 |
1952 | $270.392,846.20 |
1951 | $245,641,716.50 |
1950 | $228,000,185.97 |
1949 |  8200,132.922.31 |
1948 | $179,601,941.91 |

After the Board of Directors’ approval the President's Annual Report will be pre-
sented for approval to the stockholders in an annual meeting. The annual meeting of
all companies chartered by the same state will always be held on the same date. Stock-
holders, therefore, are able to participate in only one company meeting in the same
state.

B. Annual Report to State Insurance Departments.

/

- ——~+ [ To the State Insurance
] Insurance Co. f Commissioners in all States

B Y where the Company operates.

\;

Each of the 49 States in the U. 5, has a State Insurance Department with a Com-
missioner (political appointment) as a head and a large inspection staff. The annual
report to the Commissioner is in a very detailed and statistical form, as it will be in-
spected by the Insurance Department,

There are special laws and Insurance Depariment regulations in the several states.
but all commissioners meet once or twice a yvear in a meeting of the National Associa-
tion of Insurance Commissioners, and try to come to an agreement in case of new
problems. The individual commissioner is quite free to express his opinions as the
representative of the insurance industry in his state.
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Each insurance company will he inspected simultancously every third year by inspee-
tors from all the State Insurance Departments concerned, but for this purpose the arcas
of representation {of the up to 49 UL &, State Insurance Departments) are divided into
G zones. If the Company operates in 3 zones only e, g., the Company will be visited
by only three inspectors, who have to review the figures in the Annual Reports.

The Commissioner in each state will publish an Annual Report with statistical in-
formation on the insurance companies' operations in the state,

Example of Heading of pages in the Commissioner’s Annual Report (Michigan):

Name of | Total Tatal Capital Surplus Direct Direct
Insur. Co. | Admitted | Liabilities | Stock over Capital | Michigan | Michigan
Assets not incl. and all Premium | Losses
Canital Liahilities

Larger insurance companies are registered in the State Departments and send
examples of all insurance records to the State Insurance Department. Smaller insurance
companies must be inspected more carefully and more often than every three years.

C. Annwal Reporis to Policyowners.

In public relations work it seems that most insurance companies send a short Annual
Report to all palicyowners,

This statement includes figures indicating the growth of the insurance company and
public relations comments.

11. Monthly Report to Top Executives.

The basis of the Insurance Company's economic and working eperations is the annual
budget, which is divided into individual accounts in the total budget as well as into
yearly and monthly figures.

The actual figures will be compiled in different departments and the summary figures
worked out on tabulating machines and reported to the top executives shortly alter the
beginning of a new month.
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111, The "Build-Up” of the Budget and Budget Reports,
The different Detail Reports have the same "Head™ as the Recapitulation Report.

Detail Budzet Reporis

Recapitulation

Y. \"' Reports
/f
Investment Division Distribution:
1st Yr. Life * %
_» |Rencwal Life * G
Income (spec.) \ Renewal A & H X gﬁ
Diisl Reinsurance >
ishursements (spec.) Pension - %
Group ® %
* 100 S
Agency >
*“"1 First Year Life I
| Branch Offices I*—* .<_.__,.| Renewal Life |<—
| General Agencies I | Renewal A & H [*“—
! A & H Agency |“"‘"“ *—w——-*l Reins. Division I*——
Brokerage ‘I Group Division {"—
Igm:___-—m__ Pension Department
Premiums R
(specific.) Premiums
Claims || = > {s_pec.] -
Expecnses Claims
{specific.) (spec.)
Expenses
(spee.)
CGeneral Overhead
Expenses
—_— gpcc.} _
Total X
Distributed:
— to Insur. Groups
Advertising
¢ — Public Relations
{specilication)
Donations, Dues &nd
= Subseriptions
{specification)



V. The Use of Production Reports.

Policy Material
from Internal
Departments
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V1. Education and Training Programs,

A. University Program (Example)
{Texas Christian University)

PROGRAM FOR PEOPLE IN THE INSURANCE BUSINESS

Extensive course offerings in insurance are available through the Texas Christian
University Evening College. These Courses are designed primarily for persens actively
engaged in the insurance industry who wish to increase their knowledge of this dynamic
subject by a study of principles and practices.

Professional Designalions.

Texas Christian University is onc of the cooperating institutions designated by the
American Institute for Property and Liability Underwriters, Incorporated, and the
American College of Life Underwriters to prepare students to sit for the Chartered
Property and Casualty Underwriter (C. P.C. U.) and the Chartered Life Underwriter
(C. L. U.) examinations. The C.P.C.U, and C.L.U. designations are recognized as
signifying attainment of the highest prolessional competence in the property-casualty
and life insurance industrics. Texas Christian University offers courses to specifically
prepare students for all C. P.C.U. and C. L. U. examinations.

A complete program of basic courses in property insurance is alse available. These
courses have as their objectives 1) enabling students to gain a general understanding
and appreciation of the principles and practices of insurance, and 2) providing students
with a solid basis of insurance knowledge upon which they can build by then continuing
with the more advanced C.P.C.U. curricula. Moreover, the University makes its

facilities available for classes fostered by thy Life Underwriter Training Council
(L.U.T.C).

Degree and Certificate Programs.

A Bachelor of Science in Commerce degree with a major in insurance can be obtained
throngh the T.C.UJ. Evening College. Programs that culminate in the awarding of a
certificate in either life or property-casualty insurance are available for students not
wishing to spend the time required to earn the Bachelor of Science in Commerce degree.
The certificatle programs involve successful completion of two years of college work
(approximately GO semester hours). All courses necessary to prepare students [or either
the C.L.U. or the C.P.C.U. examinations are included in the certilicate programs.

Institufes and Seminars

The insurance department welcomes the opportunity toe cooperate with insurance or-
ganizations in arranging institutes and seminars. Meectings of this nature serve a vital
continuing education [unction by stimulating a cross fertilization of ideas under the
vptimum learning conditions provided by a studious atmosphere. Several successful
meetings have been held on our campus,
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B. Training in an Insurance Company

(Example I)

THE TRAUELERS SALES MANAGEMENT TRAINING PROGRAM

Selected Men Business Experience or Specialized Training

Agency Service Representation

Pre-Contract Training

Basic Field Training

[

= ]

Contract Agent

Home Office Conference
{Agency Service
Representatives)

]

Basic Training
Carcer Field Training Program

Post Home Office Training

Home Office School for Agents

Field Supv. as a
Sales Representative
(Sales Qualification Period)

Career Field Training Program
like an Agent with emphasis
on Sales Training

Intermediate Training
Career Field Training Program

| Field Supervisor l
|
Life Recruiting Activity
Underwriter | T J
. | Home Office Conference (Field Supervisors) [
Training T
Conuncil
Conrse Supervisors Study Course — Unit Assignment
— Complete Career Field Training Program
|
l Tax % Business Course

|
(Continues page 199)
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{Continued from page 198)
l

Tax & Business Course

|

Home Office Conference
{Advanced-Ficld Supervisors)

Assistant Manager

Home Office Conference
{Assistant Managers)

Management —1
Education Home Office Study
Program In Special Services Division
|
| Asst, Drokerage Mgr, I— —T Asst. Mgr. Special Services
] I
| Brokerage Manager r——| Agency Manager
! |
.l |
Manager

Association School in Agency Management

Life Insurance Agency Management

{Example 1I)

Scuthwestern Life Insurance Company

Sales Training Program (3 years)

. Baste Course

[ Introduction to Life Underwriting
I Life Insurance Salesmanship

&

2, Intermediale Course

Carcer Course in Life Underwriting

3. Advanced Course
I Business Insurance Course
II Tax Insurance Course

LU T.C. (Life Underwriter Training Council) (2 years)
— Institutional -

C.L.U. {Chartered Life Underwriter) (4 years)
— Academic -



