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Chairperson’s Corner

What’ s Going On With NTM?
by James B. Smith

(continued on page 4)

S everal years ago during my consulting career, I was
invited to participate in a discussion with the
management team of a midwestern insurance

company. The team consisted of senior personnel from all
areas of the company. My role was to assist them in the
development of a new product portfolio. We started the
meeting by discussing product features, but the conversa-
tion quickly turned to target customer segments and
distribution channels.

The discussion of customers and channels was vitally
important so that the company’s new products could be
optimally designed. Such information is needed to increase
the likelihood that products will be:
• Reasonably competitive — that is, not too expensive
• Priced properly with reasonable assumptions for 

persistency/mortality/expenses, and a profit margin that 
meets or exceeds the minimum hurdle
After twenty minutes of discussion, the investment offi-

cer said in a frustrated voice, “Why are we discussing all of
this? I thought that we would simply tell you the product
that we want, and you would price it out.” 

I could empathize with his frustration because I also
have a bottom-line orientation. However, I had been down
the path of prematurely starting the pricing work without
a basic understanding of target customers and distribution
channels. Except by accident or good fortune, a premature

(continued on page 2, top)

N e w s l e t t e r  o f  t h e  N o n t r a d i t i o n a l  M a r k e t i n g  S e c t i o n

O ne dilemma that no one, probably,
ever associates with nontraditional
marketing is how one stays

nontraditional. The fact is that a non-
traditional marketing approach either
succeeds, and enters the mainstream, or
fails and disappears. In order to keep
the nontraditional fires burning,
more new ideas always need to be
piled on. Like our youthful exploits,
once brilliantly acted out signs of
nonconformity, a marketing scheme
is remembered only for its nontraditional origins as it
takes on the gray hairs of established practice. To
remain fresh, new, alive, and vibrant, the Nontraditional
Marketing Section must wash off both the successes and
the failures and dress in new clothes suited to a traveler in
the wild, fringe territories it must explore to confront the
ever changing nontraditional market.

One of these new territories is the Internet. The problem
waiting to be solved there is how Internet consumers can
click-shop for life insurance as easily as they click-shop for
books, computer software, or airline tickets. 
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start results in (a) a poorly designed
product or (b) the need for a second
start after wasting time on the prema-
ture start. 

I responded to the investment officer
by saying, “I can do what you are
asking, but I don’t think that you want
me to do that. Without understanding
your target customers and distribution
channels, the product portfolio will be
sub-optimal to the policyholder, sales-
person, and your company.” Product
development that solely focuses on
product features cannot produce results
that are as successful as a triangulated
approach involving customer, product,
and distribution.

In 1999, under the leadership of Ed
McKernan and Carl Meier, the
Nontraditional Marketing Section
adopted a mission statement that
includes language about facilitating
“research and discussion regarding the
relationship among customers, prod-
ucts, and distribution systems.” The
steps for optimizing this triangulation
include:

• Identifying target customer 
segments

• Determining the financial needs of 
such customers

• Designing an insurance product with 
features that address the customers’ 
needs

• Selecting (or confirming) the distri-
bution channel that can link the 
target customers and insurance 
products
Product-development triangulation is

especially important in nontraditional
marketing because the knowledge of
customer segments and distribution
channels is usually more limited than
in traditional markets. 

Our Section is addressing triangula-
tion in several ways. For the spring SOA
meeting, council member Mike Presley
is developing a track of several sessions
on customer relationship management.
These sessions will advance our under-
standing of the first step in
triangulation.

Another activity sponsored by our
Section is the development of the
Product/Channel Directory, which can
be found online at the SOA Web site. 

The directory has a matrix showing
the products and distribution channels
for each company participating in the
directory. For example, you can deter-
mine the names of companies selling
variable deferred annuities via the
Internet. For each company in the direc-
tory, there is a contact name and phone
number that can be used as a source for
market research. Although the directory
does not address customer segments, I
believe that it is the first SOA docu-
ment that links products and channels
for a large number of companies.
Presently, council member Mike Fix is
leading the effort to develop a second
edition of the directory.

Triangulated product development
may be complicated for the product actu-
ary because it involves nontraditional
skills. On the upside, triangulation
expands the product actuary’s skills by
using a holistic approach for developing
new products, as well as optimizing the
impact of a product portfolio.

James B. Smith, Jr., FSA, MAAA, is
chief financial officer at SEC, Inc. in
Shelby, AL. He can be reached at
jbsmithjr@worldnet.att.net.
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