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Allstate Insurance

The insurance industry in America is regulated by the individual state governments. The state governments have been critical to overseeing the operations of the insurance industry plays an active role in regulating how these companies operate by making laws to address consumer needs. Allstate is a personal lines insurer and is termed as the second largest in the US. Its rapid growth has seen it serve millions of people across the U.S earning revenue of over $36 billion. Despite its growth, it has however been ranked as the worst insurance company in the country regarding paying its claims.

Government sanction and investigations

The government at the state and federal level have played a key role in the regulations of industries with any industry that deals with financials being highly regulated Consumer protection as well as ensuring that the country does not lose control over its financial operations leading to a recession identifies the key reasons for government oversight. An investigation by the government leads to fines and sanctions against companies that fail to adhere to the rule of law and regulations set for those industries (Lifsher, 2011). The financial services companies such as those in the insurance industry are a key target of government investigations and subsequent fines and sanctions.

Allstate operations and regulation

Allstate has been in operation since 1931 as part of Sears, Roebuck, and Co., and was developed in 1993 (AAJ, n.d.). The insurance company has been highlighted to be greedy with about 1200 consumer complaints each year. The consumer complaints lodged against the insurance have been because the company’s mission is to earn returns for its shareholders and this has led the company to compromise its service towards its policyholders who at times have been denied claims or receive less than the value that they are owed by the insurance company (AAJ, n.d.). The company has continued to keep claims payments low, and this has not led to any investigations by the government.

Allstate is an insurance company that has faced increasing investigations into its practices with Insuarancejournal (2016) noting that over nine states have opened investigations into Allstate practices such as Pennsylvania and Nebraska.  North Carolina Department of Insurance is yet another government agency that has investigated Allstate Insurance Company. The results of the Department's investigation noted that the company overcharged auto insurance premiums (Insuarancejournal, 2016). The findings led to an injunction against the company forcing it to return about $680,000 to 1803 policyholders (Insuarancejournal, 2016). The investigation by the government also identified that the company had inappropriately included the cost of the rental car policy when policyholders rent a car following property damage which led to higher damage costs and increased premiums. The investigation was launched after a series of consumer complaints were launched against the company.  In addition to the refund, the company was to pay a fine of $5 million to resolve the ongoing issues (Insuarancejournal, 2016). The agreements also noted that the company was to lower its homeowner’s insurance rates in all the territories that it operated in. The case of overcharges is nothing new to the Allstate Company, and this has led to investigations in almost each state that the company currently operates. Investigations into the company have been based on the claim that the company is deceptive and fraudulent (Insuarancejournal. 2010). In California, the states’ Department of Insurance investigated Allstate Your Choice Auto Program and the findings of the instigation identified that the company was being deceptive and unfair to its policyholders as it charged 15% higher than the normal premiums which were against the interests of the policyholders (Lifsher, 2011). The investigated led to the issue of an administrative, legal proceeding designed to investigate other operations carried out by Allstate.

The state governments regulate the insurance companies to ensure that consumer protection is upheld and thus the state of Georgia launched an investigation into the hike in rates by Allstate. In 2016 the Georgia Insurance Commission issued a consumer alert when Allstate filed plans to raise the rates of auto coverage by an average of 25% (AAJ, n.d.). The Commission argued that the rate hike was unjustified and thus launched an investigation into the issue. The commissioner, however, argued that the investigation could not be implemented as laws in Georgia did not provide the commission with legal authority to address the issue of rate hikes (AAJ, n.d.).  The Georgia Commission of Insurance noted that the law prohibited the stopping or the delaying of the rate hike. Atlanta, on the other hand, is another state that launched investigations into rate hikes by Allstate and the investigation identified that the company was not justified in the rate hikes for the homeowner's policyholders and mandated the company to reduce its rate or face fines (ABC.com, 2016). All state has faced a myriad of investigation from state governments, and this has not deterred the company from carrying out it operates deceptively. In addition to government investigation, the company has faced hundreds of complaints that have led to court cases directly from the consumers.

Consistent issues

The consistent issues identified in the case of Allstate investigations is that the consumer service is second only to the generation of profit for the shareholder. The company is deceptive in nature and unfair to its policyholder. Allstate operations are designed to ensure maximum profits regardless of the claims made. The AAJ (n.d) argued that the company implemented a deny and delay response in which the consumers finally get tired of filing their claims. The company works to ensure that it capitalizes on the policyholders and this means delaying the claims and reducing them to ensure that they increase profits made (AAJ, n.d). This identifies corporate greed by the company in that it is not in business to serve its customers rather while benefiting from the revenue its gains. The lack of concern for the well-being of their policyholders based on the fraudulent and deceitful tactics implemented by the company further highlights why the company has faced increasing investigation by the state governments. 

Allstate can resolve the current issues by developing a new mission statement one that does not put the shareholder before the policyholders (AAJ, n.d). Such a move would be essential to realigning its corporate strategy towards serving the needs of the consumers. The company has to refocus on developing consumer relationships to address the rising number of complaints filed against the instance company and limiting the investigations launched against the organization (AAJ, n.d). Transparency is key to the insurance companies, and Allstate could benefit from being transparent in its operations limiting the need for government agencies to investigate the company.

Cost of doing business

The rate of government sanctions and fines faced by Allstate cannot be viewed as the cost of doing business since it is the operation of the company that has attracted these sanctions and fines. The cost of doing business can be identified as the external factors that the company has no control over yet in this case the sanctions have been attracted due to the unfair and deceptive activities of the company (Applegate, Austin, McFarlan & Applegate, 2007). The company has control over the situation and can address these issues, therefore, meaning that the investigations into the company and its operations are self-inflicted. If only Allstate could operate in an ethical manner that puts the needs of the consumers before those of the stockholders the company would not be experiencing these issues.

There are instance companies in the industry that faceless investigations and consecutive sanctions and fines as they operate within the law and work to protect consumer rights yet Allstate faces more sanctions than the rests. The cost of doing business can be defined as the burden of operating, and in the business environment the cost of doing business is felt by all companies operating within it and not specifically experienced by one company. The fact that Allstate is termed as the worst instance company and its ability to attract government investigations is based on its specific operations means that government investigation is not phenomena that are experienced by all companies (AAJ, n.d.). Government investigation is not viewed as the cost of doing business but is instead viewed as a reaction to poor operational practices that are not confined within the boundaries of the regulations set.

Conclusion

Government oversight and regulation of industries are aimed at ensuring consumer protection is maintained.  Government investigation is designed to identify faults with operational practices of companies and their breach of set regulations which leads to fines and sanctions. The state governments regulate the insurance industry. Allstate as an insurance company has faced thousands of complaints as the company aims to deny claims, delay them and finally provide a lower amount than the policyholders deserve. The unfair and deceptive practices have led to government investigations being lodged against the company by states such as Florida, Georgia, and California. The consistent issues identified in this case is the implementation of unfair practices by the company in the aims of making profits and can be addressed by realigning its mission statement to serve the needs of the consumers rather than prioritize on making money for its shareholders. The government investigation and regulations are not perceived as the cost of doing business as they do not apply to all companies in the industry but rather those that are fraudulent and deceptive such as Allstate.
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