Globe Life: How fast should AIL grow?
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Globe Life had just reported another quarter of growth at American Income Life (AIL), its largest
life-insurance distribution channel. On April 11, Globe Life issued a response to public
allegations about AIL sales practices, calling them misleading and unsubstantiated and saying it
intended to provide a fuller rebuttal. The company also asserted that AIL had processes to
review and address alleged misconduct. The public record did not establish whether the
allegations were true. [4]

Assume you are advising Globe Life’s senior leadership. This is a hypothetical strategy role, not
a disclosed internal assignment. Decide how to manage AIL’s agency-force growth while
separating business momentum from evidence about customer and sales quality.

A large and expanding channel

AlL sells life and supplemental health insurance through an exclusive agency force and markets
to working families and affinity groups. Globe Life reported that AIL generated 51% of its life
premiums in 2023. Its average producing-agent count rose from 9,444 in 2022 to 10,579 in
2023, while life net sales grew from $317 million to $323 million. AIL’s reported life underwriting
margin was 45% in 2023, compared with 46% a year earlier. Management attributed the margin
decline to higher acquisition costs. [1]

Globe Life described growth at its exclusive agencies as generally dependent on agency size. Its
2023 Form 10-K also discussed investments in agent recruiting and training,
middle-management development, new offices, customer-management tools, and virtual
recruiting, training and sales. These disclosures describe management’s strategy; they do not
establish the return on hiring or the effectiveness of controls. [1]

The first-quarter report released today showed further AIL growth: life net sales increased 17%
year over year to $97.2 million, life premiums increased 7% to $414.0 million, and the average
producing-agent count increased 15% to 11,139. The life underwriting margin remained 45%.
[2]

Globe Life defines life underwriting margin as premiums less policy obligations (excluding
interest on policy liabilities), commissions and other acquisition expenses. The measure
excludes administrative expenses and other items and is not fully allocated channel profit. [2]

Globe Life defines “net sales” as annualized premium issued net of cancellations during the first
30 days, except for its direct-to-consumer (DTC) channel, where it counts annualized premium
when the first full premium is paid after an introductory-offer period. Net sales is not a measure
of longer-term persistency, customer suitability or policy count. Producing-agent countis a
quarterly average based on weekly counts at the start and end of each week. [2]
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A public challenge to the growth story

On April 11, Fuzzy Panda Research published allegations concerning Globe Life and AlL,
including allegations about sales practices and management oversight. The report disclosed a
short position in Globe Life shares. That financial interest is relevant context for readers
assessing the report, but does not establish that any allegation is false. [3]

Globe Life said it had reviewed the report, described the allegations as misleading and
unsubstantiated, and stated that AIL has processes to review, investigate and address
allegations of unethical practices, harassment and inappropriate conduct. Those are
management’s assertions, not independent verification. The cited public sources do not resolve
the allegations. [4]

The growth figures raise a different question from whether any allegation is true. They show
channel scale and production, but do not show whether recent agency growth came with
effective supervision, appropriate sales, or durable policies. Nor do the public disclosures
establish that recruiting growth caused a quality problem.

Three paths for management

1. Continue growing under current controls. Management could maintain AIL’s recruiting
and agency-development strategy while relying on the controls it says are already in place.
This preserves momentum in a channel that accounts for a large share of life premiums. It
depends on confidence that existing review and remediation processes are effective and able
to keep pace with growth.

2. Pause expansion for an independent review. Management could temporarily slow new
recruiting or office expansion while an independent party tests sales-quality controls and
reports findings to the board. This could provide assurance before additional growth, but
would carry an opportunity cost if the channel is performing well and the review finds no
material gaps. The public sources do not quantify that cost.

3. Continue conditionally with added quality gates. Management could allow growth to
continue while requiring independent review, cohort-level monitoring and corrective action
before further expansion. This balances continuity and oversight, but depends on data that
Globe Life did not disclose at the AIL level in the sources available today. Any proposed gates
or limits would be a new management choice, not a disclosed company policy.

Globe Life’s DTC life channel offers context, but not an obvious substitute. In Q1, DTC life net
sales fell 12% to $28.6 million while its life underwriting margin was 24%; AIL’s corresponding
figures were +17% net sales growth and a 45% margin. Channel products, acquisition costs,
customer mix and payment timing differ, so these averages do not establish that DTC is safer,
more profitable overall or readily scalable in place of AlL. [2]

Research lens

Two studies suggest why agency growth and sales quality should be evaluated separately.
Anagol, Cole and Sarkar’s audit study of Indian life-insurance agents found that
recommendations responded to customer signals, but often added a product rather than
substituting to a recommendation that better matched the stated need. Their separate,
product-specific commission-disclosure study found a change in recommendations mainly
among agents selling for government-owned insurers; the private-insurer estimate was not
statistically significant. The study concerns Indian products and regulation, and its outcome was
a recommendation in a scripted visit-not misconduct or long-term policy performance. [5]
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Freeman, Huang and Li studied a nonlinear incentive change at one Chinese insurer branch.
Sales and agent retention rose, while the authors also found lower sales of other products, more
applications later rejected or withdrawn, and bunching near incentive thresholds. Their
estimated firm benefit was a back-of-the-envelope calculation for that setting. The study does
not establish Globe Life's compensation design or predict AIL’s results. [6]

These studies offer possible mechanisms and measurement questions; neither provides a Globe
Life estimate or resolves the allegations.

Your recommendation
Choose a path for AlL’'s agency growth. Explain:

* What do the reported sales, premium, agent-count and margin measures establish-and what
do they leave unknown?

* How should management weigh continued growth against a pause or conditional expansion
while allegations remain unresolved?

* What evidence would you want an independent reviewer to test? Consider how measures
should be divided by agent tenure, office, lead source and product, and who should validate
the results.

* What findings would cause you to change your recommendation?

You may propose quality measures or expansion gates, but label them as hypothetical. The
public record does not provide AlL-level complaint, persistency, suitability, replacement,
remediation or agent-compensation data from which to set numeric thresholds. Do not treat the
short seller’s allegations or Globe Life’s rebuttal as verified findings.
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