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[bookmark: _Toc7560757]1.Executive Summary 
With the speedy development of the economic and technologic industries, nowadays people lead a much better life than before and in order to ensure the safety of their poverty and lives, they would insure their poverty and lives by insurance contracts. Automobile insurance in one of the most important branches in the insurance business for the reason that people with better living situation would buy car for their common daily use. Cars are regularly seen on the roads in today’s society. After accomplishing of the initial consultancy project on reduction of the automobile insurance rate, much more secondary research was done in the case of the American insurance company, the State Farm which is a casualty insurance and property located in Washington. In the project, I analyze the benefits as well as several possible ways to reduce the insurance premium rates. What’s more, I list the risks and disadvantages behind the reduction of the insurance premium rates in the initial project. 

In this consultancy project, first, I would give a brief introduction of the project background including the whole insurance industry and provide the research methods of this project. Second, I would give a further analysis of the possibility and the necessity of reducing the insurance premium rates in automobile insurance area by providing detailed research as well as opinion from the perspectives of the whole insurance industry and business to find out more potential problems and provide recommendations. Third, this project would discuss the project in detail as well as give the timeline and detailed duration plan of the project to show strategic awareness, business orientation and a concern with adding value through initiating and managing change according to the module ambitions.
[bookmark: _Toc7560758]2.Introduction 
[bookmark: _Toc7560759]2.1The Background of The Automobile Insurance
The world is getting busy right now and people want to save time in order to do more things in their daily life. This is one of the most essential reasons why automobile is innovated and why people would like to buy car (Carola, 2019). The global sales of the passenger cars are suggested to achieve approximately 79 million vehicles in 2017 (Statistics & Facts on the Global Automotive Industry, n.d.). However, it is not an easy job to deal with the car accidents by the passengers themselves because sometimes the accident would cost lots of money and some of them can’t afford especially the serious physical injuries and environmental damages. Therefore, automobile insurance is the result of drivers sharing some of their driving risks to the insurance company by giving a fix insurance premium and it is compulsory in the United states. (The Necessity of Car Insurance, 2016). State Farm Company is one of the biggest automobile insurance providers in the United States which is famous for their wide variety and choices of banking and insurance products. State Farm insurance company ranked the eighth according to the Auto Claims Satisfaction Study in the United States 2017 with the score 3 out of 5. In order to rank the first place in the car insurance company area, the State Farm has a long way to go. The good strategy to realize this ambition is to provide good products as well as services and improve price differentiation with competitive cost leadership in the automobile insurance. According to the Porter’s Generic Strategies including Differentiation, Overall Cost Leadership, Focus Differentiation and Focus Cost Leadership, we can enhance the competitiveness of State Farm by improving its cost leadership which can provide consumers the same or even higher standard of services and products with lower or even lowest costs in the industry. Low cost leadership means that State Farm can improve competition advantages within competitors with lower costs on working labor and the duration of running which can reflect on the prices of services as well as products and thus attract more potential consumers (Porter, 1985). However, low price usually combines with low profit if the company can’t improve the running system and labor system with lower costs. There are several factors that can improve the brand value of the State Farm and the key factors are good services as well as good prices on the automobile insurance. Good services can be improved by strict services code and high requirement of performance. However, adjusting good prices of the automobile insurance is not an easy job which including the labor costs, the legal costs, lower accident rates and higher investment rewards.  There are also some advantages and disadvantages with being a cost leadership in automobile insurance industry.
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(Charter 1, source: Tanwar, R., 2013. Porter’s generic competitive strategies. Journal of business and management, 15(1), pp.11-17.)

[bookmark: _Toc7560760]2.2The Benefits of Reducing Automobile Insurance Rates
If an insurance company can reduce the insurance premium rates as much as possible while remaining the original benefits and customers’ rights, this insurance company would achieve great success by attracting a larger part of the customers in the fiercer competition in insurance market. In addition, by reducing the insurance premium, the insurance company can improve the running efficiency and cut down the costs of unnecessary items such as redundant labor costs and procedure costs from the perspective of financing (Cummin, 1992). Reducing insurance premium can help the insurance company to get unique competitive advantage and improve the brand public image within the auto insurance area and can help the insurance company to reclaim the potential market. However, there are also some risks and disadvantages behind this project.
[bookmark: _Toc7560761]2.3Some Approaches to Reduce Automobile Insurance Rates
The first one is the bonus and penalty system which can lower accident that may-not-happen in one region frequency such as Wahington so that the company can control the pure premium. The second one is to impose stronger measures and actions to verify the loss amounts and claim realness in terms of moral hazard, especially the issues like garage fraud (Artís et al ,2002). State Farm can use the Garage Confirm which is kind of system can supervise and record the scene and location when the vehicles having accidents. Garage Confirm can generate the data which is recently identified and tells people the associated loss as well as premium differentiation so that this system can help insurance company to define the actual loss. For example, by entering into the website of DRN’s vehicle database, approximately more than 4 billion license information can be approached so that State Farm can also identify good drivers and give them some discounts (Garage Confirm - Identify and Combat Garaging Fraud, n. d). The third one is to reduce the new business expenses by enhancing the returning rates for the old customers instead of imposing advertisements on newspaper or television. What’ more, the costs of sales channel such as agents and brokers need to be cut down and reduced because giving higher rewards to old customers can have a better result with lower costs. In addition, nowadays technique and electronic system can be applied to anywhere especially some operation systems in insurance area. For example, insurance agents and brokers would like to assign the insurance contracts by paper work, however paper work would cost much time, energy and paper (Kim et al, 2012). Thus, if the company can offer electronic assigning system for agents and brokers, they can have higher efficiency in work and the company can save the cost from buying paper which is also kind of environmentally friendly actions (Leonidou et al 2013). The fourth one is to save legal costs by clarifying lawsuits and collecting data on dispute issues. The last one is to increase investment income by input of more premium and then the company can gain satisfying profits (Fairley,1979).
[bookmark: _Toc7560762]2.4The Disadvantages and Risks Behind the Project
The approach 1 to reduce set up the bonus and penalty system would unavoidably increase the costs of the human source which is in the opposite situation of the approach 3 which is kind of cutting labor costs action. In addition, by approach 3 which the insurance company need to dismiss some agents and brokers would result in conflicts between departments and thus the efficiency of running the company would be declined. Although the company would offer more benefits for the return reward of old customers that can be beneficial and efficient advertisement, cutting the number of the agents and brokers would unavoidably influence customers trusts and the confidence as well as enthusiasm of the sales channel (Bajtelsmit et al ,1998). This would have adverse impact on insurance sales in short period. What’s more, dismiss of many agents and brokers may cause some law disputes in labor rights (Dundon et al, 2011). The higher efficiency of the company running would impose more pressure on the claim and compensation staffs and in order to give more return reward to the old customers, the investment group would shoulder more performance goals and requirements (Phillips et al, 1998). 
[bookmark: _Toc7560763]3.Detailed Research Methods 
To achieve quantitative and qualitative information which is the key component of the project and to improve the analysis as well as offer better opinions, I need to find out the detailed research methods of this project as the main facilitate to solve the problem. In order to find out more data as well as do more research in this area and to improve the whole project, I would set the secondary research as the main method to get more details.
[bookmark: _Toc7560764]4.Further Discussion and Recommendations
[bookmark: _Toc7560765]4.1Quality Management Strategy
The national average automobile insurance premium cost is about $1,600 per year while the least expensive automobile insurance premium cost is about $1,112 per year which means if the car owners can save almost $488 per year from automobile insurance (John Lewis, 2016). Except for the labor costs, bonus and penalty system, more effective ways to enhance work efficiency and higher investment, there are some reasons why some insurance company would hold a cheap or expensive automobile insurance rates for the same driver and the same car, including liability, collisions and an increase in car theft rates. Liability means the paid out for the entire clients for their insurance which would impact their general liability rates. If annual statics of the previous year shows that the payment of liability went up, the automobile insurance company would adjust the premium rates. In this section, if State Farm wants to stand out from the other automobile car insurance companies with lower insurance premium rates, State Farm can keep the premium rates as the same within two years and adjust the premium rates in the third year if the payment of the claim liability keeps going up in three years after carefully financial calculating the margin and the risks (John Lewis, 2016). Collisions rates would be affected by the changes of the weather and traffic patterns, more congestion of the area or state and some other factors which can also increase the collision rates in one area or state. In order to reduce the claim risks, State Farm can inform their customers to focus on the changes of traffic notices and weather by posting some warm tips on the websites which can also enhance brand value and customer royalty (Ferrell et al, 2012). The increase in the car theft would cause vehicle rates of some specific cars go up and in order to overcome this situation, State Farm can calculate some information from the Garage Confirm system and help the local police to decline the risks of car theft. This can also show the corporate social responsibility and can allow the company to achieve better advertise outcomes (Mila Araujo, 2019). In addition, in China, there are many Internet insurance company now arising and sharing the portion of automobile insurance industry with much lower running and labor costs. More and more people now rely on Internet because of convenient so that there is an increasing number of people attached by Internet insurance products with lower prices and more convenience. According to this trend, State Farm can also provide Internet automobile product for good drivers who have good credits of driving so that the consumers can directly buy the services at a lower price instead of negotiating with the agents and giving agents the rewards (Chen Meiling, 2018).
[bookmark: _Toc7560766]4.2Communication Strategy
Communication strategy is kind of market strategy and keep the balance as well as accomplishment of the outreach activities (Chris Pilbeam, 2013). In the quality management strategy, I have stated that in order to help reduce the rates of the collision rates, State Farm need to remind the drivers to pay attention the changes of the weather and traffic notices. This requires the State Farm to positively communicate with the government department which is related to traffic organization and supervision as well as other non-profitable local organization. In addition, to reduce the car theft rate, State Farm need to provide data and collective information for the police station.
[bookmark: _Toc7560767]5.Plans of the Project 
[bookmark: _Toc7560768]5.1Time Line
The consultant project would be started from 1st August 2019 to 1st October 2019. The duration would be last for two months. In order to make a better plan of this project, it is important to figure out what is consultancy and what factors need to be collected in the consultancy plan. There are seven key components of the consultancy. The first step is the consultants need to provide some useful suggestions and recommendations for the company managers and some managers would ask the consultants to help the company to implement some of the advices. The second step is this kind of recommendations and suggestions need to be based on the consultants’ skills and expertise. The third step, the consultants need to have conversations with the managers and staff, even the whole departments or the whole organizations so that the consultants can ensure that their suggestions and recommendations can apply to the actual situation and be useful. The fourth step, the consultancy need to be provided in a limited duration and temporary basis with a clear timeline as well as duration plan. The next step is that the consultants need to be independent which means that they can not be affected by the internal staff and policies, even the suggestions and recommendations of the client organizations so that the consultancy would be reliable and impersonal (Paul, D.G., 2005). The next one is that the salary of the consultancy can not be paid from the staff budget. The last key component of consultancy is that while making the consultancy plan for the client, the consultants need to remember the aim of consultancy that consultants are required to provide the consultancy plans which can add the actual benefits for the client and help them to realize changing by improving decision making, reducing business risks and faster change implementation (Newton, R, 2010).
[bookmark: _Toc7560769]5.2Consultancy Plan
Consultants need to outline the plan of the projects and the order as well as the duration of the consultant planned research including situation analysis in the form of SWOT and PESTEL, including a time efficient plan-time scale to undertake implementation of the project.
[bookmark: _Toc7560770]5.21Brief look at SWOT analysis
The full SWOT analysis can be seen in the Appendix 1.
SWOT is a very useful analysis technique for the consultants to understand the project’s weaknesses and strengths. In addition, SWOT analysis can help the consultants to know more about what kinds of opportunities and threat we might face during working. By understanding the strengths and opportunities consultants can maximize the expertise knowledge and aspect to show professional skills. By having a clearer sight of the disadvantages and threats, consultants can be careful while working with these items and can prepare a better solution plan before the whole project start which can save time and energy (Ferrell et al, 2012). The SWOT analysis can be divided into four aspects including Strengths, Weaknesses, Opportunities and Threats. The State Farm has very high overall satisfaction among the customers compared with other competitors in automobile insurance business and this is one of the important reasons why the State Farm can achieve high overall ranking as one of the biggest auto insurers. Compared with Nationwide Insurance Company, the State Farm has generally low premium rates (Cherise Threewitt, 2019). However, there are also some weaknesses. The State farm would communicate less during the claims process and impose higher premium rates for teenagers and customers who have poor credit. There are also some opportunities and threats according to its strengths and weaknesses. High quality of services and low premium rates can attract more potential customers, and if the State Farm can further reduce the premium rates, it can successfully achieve more attention from the market (Royne et al, 1998). In addition, as the suggestions and recommendations listed above, if the State Farm can communicate with the government and police station, State Farm can greatly reduce the premium rate and achieve brand value as well as enhance brand equity. However, there are also some threats while adopting approaches to reduce automobile premium rates such as adding labor costs to apply the bonus and penalty system, imposing more pressure on the investment team as well as sales department, sales decline in short period and more electronic technique skills to change the contract system from paperwork to electronic one.
[bookmark: _Toc7560771]5.22Brief look at PEST analysis
The PEST analysis can be seen in the Appendix 2.
PEST analysis is a kind of analysis which can allow the consultants and companies to focus on the external environment of the project by Political factors, Economical factors, Social and Technological factors that would have important influence on an organization. The automobile insurance rates can be affected by many external factors. The State Farm can be affected by some political factors such as traffic laws. Economical factors which includes the situation that people nowadays have better economic conditions so that more and more people would buy household cars. The greater number of cars can be related with higher rate of collisions which would increase insurance rates. Social factors such as changing the traffic notices can cause more collisions if the drivers can not pay attention on the changes. Finally, technology factors can also affect insurance rate. For example, if the State Farm can adjust the contract system into electronic one, the sales and brokers can save time and provide better as well as higher efficiency for the customers which can bring higher profits as reward.
[bookmark: _Toc7560772]6.Conclusion
In conclusion, through accomplishing the consultant plan to reduce the automobile insurance costs for the American insurance company the State Farm, I can find that there are several approaches to realize the project by both quality market strategy and communication strategy.

If the State Farm can successfully reduce the automobile insurance rates, the State Farm can be much more competitive and can attract more potential clients.

I have concluded that from the project and research that by SWOT and PEST analysis, consultants can have a clear understanding of their advantages, weaknesses, opportunities, threats as well as many factors which would affect the project from the external environment.
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Appendices1 SWOT analysis of State Farm automobile premium rates
	Strengths:
1. Very high overall satisfaction
2. High overall ranking among biggest auto insurers
3. Generally low rates
	Weaknesses:
1. Poor communication during claims process
2. Higher rates for teenagers
3. Higher rates for customers

	Opportunities:
1. High quality of services and low premium rates can attract more potential customers
2. Reducing the premium rates can successfully achieve more attention from the market. 
3. Communicating with the government and police station can greatly reduce the premium rate and achieve brand value as well as enhance brand equity
	Threats:
1. Adding labor costs to apply the bonus and penalty system
2. Imposing more pressure on the investment team as well as sales department
3. Sales decline in short period
4. More electronic technique skills to change the contract system from paperwork to electronic one



Appendices 2 PEST analysis of State Farm automobile premium rates

POLITICAL
· Traffic Laws
· Car Trading legislation 
· Tax and vat rates 

ECONOMICAL
· Living conditions
· Economic growth 
· Lower costs of buying a car

SOCIAL
· Social trends 
· Disposable income 
· Shopping trends 
· Traffic notices changes
· Car theft

TECHNOLOGICAL 
· Advances in technology of changing system
· Applying Garage Confirm system
· Investment skills
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