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INTRODUCTION

The basic insurance product is an uncertain promise that the insurer may never be called upon to fulfill.  The value of the promise is based on the trust of the policyholder in the insurer.  However, Gallup polls since 1977 have consistently ranked insurance sales persons among the lowest in terms of perceived honesty and ethical standards.  In the November 1999 poll, insurance sales persons ranked third from last, just above telemarketers and car salesmen (Gallup, 2000).  Researchers suggest that ethical sales behavior can lead to more client trust and that insurance agents who engage in customer-oriented behavior are more likely to have long-term, satisfied customers and are less likely to engage in unethical activity (Lagace, Dahlstrom, and Gassenheimer, 1991; Howe, Hoffman, and Hardigree, 1994).  This project examined the relationship between personal values, organizational factors, environmental factors, ethical intent, and ethical behavior of insurance sales people.  

ANALYSIS OF THE DATA

Self-administered mail surveys were sent to all 794 members on the CPCU Agent-Broker Section 2000 membership list, provided by the CPCU Society.  There were 231 usable responses for a response rate of 30.3%.  The questionnaire, a pre-addressed return envelope, a book mark from the Illinois State University Katie Insurance School and the Institute for Insurance Ethics, and a cover letter were included in the mailing.  The survey measured the research constructs through scenarios developed by this researcher and through multi-point, multi-item scales previously developed and validated by other researchers.  

Factor analyses and reliability analyses were performed to assess the measures of the key constructs in the theoretical model.  To explore the relationships between the independent and dependent variables, Pearson Correlation analyses were performed.  

DISCUSSION AND CONCLUSIONS

The findings suggested that, depending on circumstances, insurance professionals look to different resources for guidance when faced with an ethical decision.  When faced with a highly competitive situation they consider the behavior of other agents in their agency.  Knowing that agents look to each other for guidance in these situations, it would be wise to develop methods of modifying the behavior of agency work groups so the agents will serve as good role models for each other.  On the other hand, dealing with mistakes in an honest manner appears to be more related to personal values, which could be assessed by insurers during the selection and hiring process. 

The results do not support the effectiveness of a number of common prescriptive actions to improve ethical behavior in the insurance industry.  These activities should be revisited to determine: (1) what role should they play in the complex and dynamic process of improving the ethical standards of an entire industry, and (2) how can they be changed to better fulfill that role.  

One of the most common prescriptions is ethics training.  The results indicate that far fewer hours are spent in ethics training than in sales training.  In addition, there was no significant relationship between ethical intent/behavior and having received training or the number of hours spent in training.  Elevating ethics training to equal footing with sales training would send a very different message.  In addition, it is important to note that larger doses of ineffective training cannot be expected to improve ethical conduct.  Not only should ethics training be afforded the same status as sales training, it should be afforded the same level of investment to insure it is effective.  There is no question that insurance companies have invested heavily to develop effective sales training to motivate and educate agents.  If insurers are serious about ethics, they need to similarly invest in the development of effective ethics training.  

Another common prescription is an organizational code of conduct.  The results of this study suggest that ethics codes, even if they are perceived to be enforced, are not significantly correlated to ethical behavior.  Based on the mixed results of prior research, the effectiveness of ethics codes is indeed questionable.  In order for ethics codes to be effective, they should be part of a toolkit used to shape and create a strong ethical corporate culture.  The ethics code should become a living part of everyday worklife, a compass that guides workers as they wrestle with large and small ethical dilemmas.  It needs to be relevant to the situations agents face each day, practical, supported at all levels of the organization, part of the expectations for performance, and a basis for rewards.  An effective ethics code will be the centerpiece of strategic operations.  However, ethics codes cannot alter behavior if they are relegated to dusty three-ring binders or sterile web sites.

Professionalism is generally associated with ethical behavior, but no significant relationship was found between holding the CPCU designation, or any other professional insurance designation, and ethical intent or behavior.  In addition, knowledge of, or reliance on, the CPCU Code of Ethics was not significantly correlated to either ethical intent or behavior.  This presents a large window of opportunity for the professional societies to increase their influence on ethical behavior.  It will require taking clear and unequivocal positions on ethical issues, imposing severe and public sanctions on members who engage in ethical misconduct, celebrating and promoting ethical heroes and heroines on a grand scale, creating highly valued special designations and certifications related to ethics, presenting major prestigious awards to celebrate ethical industry leaders (creating a “Nobel prize” for ethics in the insurance industry), and more.  There is a need for professional organizations such as the CPCU Society to develop and promulgate clear standards of ethical conduct on everyday issues.  For example, the survey respondents had mixed feelings about the ethical issues related to rebating.  Some respondents offered definitive comments about the fact that it was not only illegal in their state, but that they also considered it unethical.  Other respondents indicated that rebating is not an ethical issue at all.  Professional organizations can serve the industry by helping insurance sales professionals know what situations involve ethical decision making.  

The results also indicate that successful agents are influential in the ethical market conduct of other agents.  The industry could use this information to influence behavior by creating a new paradigm of success.  The celebration of the ethical behavior of high producers should be at least as elaborate as the celebration of their sales production.  Just as important as celebrating ethical standards is the perception of highly unpleasant consequences for ethical misbehavior through severe public consequences for ethical breaches.  Ethical misconduct should be punished consistently and harshly, regardless of the production performance of the offender.  

Further Research

Given the complex and dynamic relationships described above, there are many opportunities for more research.  The behavior of the agency force is critical to the industry’s health because agents are the ones who touch the customers.  Some examples of research questions for further study are offered here.

1. A better understanding about how to influence the ethical behavior of agents could come from more knowledge about what resources they turn to for guidance in different situations.  For example, the three most common resources appear to be personal values, other agents in the agency, and successful agents.  Which of those is an agent most likely to look to when deciding whether to engage in downselling, rebating, or full disclosure of relevant facts to customers?  More information would help in the design of effective techniques to modify behavior in these areas and others.  

2. A better understanding of insurance customer attitudes, expectations, satisfaction factors, and purchase patterns could help determine the importance and ramifications of certain agent behaviors.  A similar study using a sample of insurance customers and surveying their perspectives could provide valuable information.  

3. Because of the link between ethical behavior and the behavior of agents within the agency, valuable knowledge could come from a study of the relationship of various organizational factors to the ethical norms of work groups and the effectiveness of workgroups in influencing the ethical behavior of their members.  Organizational factors worthy of consideration include climate and culture, reward and punishment systems, and training.

4. To explore similarities and differences between groups in the insurance industry, it is recommended that this study be replicated with populations from other professional insurance organizations or from groups of licensed agents who do not necessarily belong to a professional organization or hold a professional credential.  

5. To explore similarities and differences between groups of sales people, it is recommended that a similar study be conducted with populations from other industries, especially those that have characteristics similar to the insurance industry, such as investment sales.  

6. Further investigation is warranted to develop a deeper understanding of the role of ethics training.  It is recommended that the relationship between ethics training on a particular issue and ethical behavior related to that issue be explored. 

ABBREVIATED LIST OF REFERENCES

American Society of Chartered Life Underwriters and Chartered Financial Consultants & Ethics Officer Association. (1997). Sources and consequences of workplace pressure. Bryn Mawr, PA: 

American Society of Chartered Life Underwriters and Chartered Financial Consultants & Ethics Officer Association. (1998). Technology & ethics in the workplace. Bryn Mawr, PA: 

Cooper, R. W., & Frank, G. L. (1991, September). Ethics in the insurance industry: The issues, helps, and hindrances. Journal of American Society of CLU and ChFC, 45 (5), 54-66.

Eastman, K. L., Eastman, J. K., & Eastman, A. D. (1996). The ethics of insurance professionals: Comparison of personal versus professional ethics. Journal of Business Ethics, 15,  951–962.

Gallup Poll News Service. (2000). Honesty and ethics poll: 1999 poll releases. www.gallup.com.

Howe, V., Hoffman, K. D., & Hardigree, D. W. (1994). The relationship between ethical and customer-oriented service-provider behaviors. Journal of Business Ethics, 13, 497–506.

Hunt, S. D., & Vitell, S. (1986). A general theory of marketing ethics. Journal of Macromarketing, 6, 5–16.

Lagace, R. R.,  Dahlstrom, R., & Gassenheimer, J. B. (1991). The relevance of ethical salesperson behavior on relationship quality: The pharmaceutical industry. Journal of Personal Selling and Sales Management, 11 (4), 39-47.

Saxe, R., & Weitz, B.A. (1982). The SOCO Scale: A measure of the customer orientation of sales people. Journal of Marketing Research, 19 (3), 343-351. 

Trevino, L. K., (1986). Ethical decision making in organizations: A person-situation interactionist model. Academy of Management Review, 11, 601-617.

Trevino, L. K., & Ball, G. A. (1992). The social implications of punishing unethical behavior: Observers' cognitive and affective reactions. Journal of Management, 18 (4), 751-768. 

Trevino, L. K., Weaver, G. R., Gibson, D. G., & Toffler, B. L. (1999). Managing ethics and legal compliance: What works and what hurts. California Management Review, 41 (2), 131-151.

Weaver, G. R., Trevino, L. K., & Cochran, P. L. (1999-a). Corporate ethics programs as control systems: Influences of executive commitment and environmental factors. Academy of Management Journal, 42 (1), 41-57.
















10

