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Get To Know Your Stock: Aflac

The little white duck introduced by Aflac Inc. during a 2000 ad campaign helped boost the insurance company’s name recognition from 11% to 94%—the level at which it remains today, according to the company. But its famous feathered friend is just a small part of the picture.
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The Fortune 500 company, whose shares trade on the New York Stock Exchange under the symbol AFL, insures more than 50 million people worldwide and is the leading provider of supplemental insurance in the U.S. Aflac is also the largest provider of individual insurance policies in Japan, where the company says it insures one in every four households.
Brothers John, Paul and Bill Amos founded the American Family Life Insurance Company in 1955 in Columbus, Ga., after moving there from Florida. “They knew next to nothing about insurance and had no ties to their new hometown, which they picked because it was the largest city in the Southeast without its own insurance company,” reported a 2004 Fortune magazine article in which Paul described the venture as “a big gamble.”
The company, which changed its name to American Family Life Assurance Company of Columbus in 1964 and adopted the acronym Aflac in 1989, is currently led by Paul’s son and grandson.
Aflac initially sold life, health and accident insurance door-to-door in Georgia and Alabama. In 1958, shortly after their father died from cancer and the brothers saw how much of his care was not covered by insurance, the company introduced a ground-breaking cancer expense policy. According to the International Directory of Company Histories, it was based on the polio policies of previous decades. Not only did it cover cancer treatment costs that exceeded comprehensive health insurance benefits, it also protected against cancer-related expenses including travel and loss of income. 
How did Aflac end up in Japan, which now accounts for more than 75% of its annual revenue? When then-CEO John Amos traveled to Osaka to attend the 1970 World’s Fair, he saw many people wearing surgical masks to avoid catching colds and other germs in the crowded city.  He followed a hunch that Japan’s health-conscious consumers would be interested in buying health insurance. After working hard to win a license from the Japanese government, Aflac began offering supplemental cancer insurance there and later rolled out other products 
Aflac has increased its dividend for 31 consecutive years. Since 1995, it has contributed more than $87 million to support the treatment and research of childhood cancers. Part of this has come from its thousands of independent agents who voluntarily donate more than $455,000 each month to this cause from their commission checks. 
And the Aflac Duck? Current CEO Daniel Amos recounted in a Harvard Business Review article that an ad agency pitching ideas had a hard time remembering the company name and one of its team members asked to be reminded. “A colleague replied, ‘It’s Aflac—Aflac—Aflac,’” he said. “Someone said that he sounded like a duck, and the idea was born.” Everyone was surprised by its marketing success. Quite different in demeanor is the Japanese Aflac Duck, which Amos described as “a sage financial advisor who helps protect families.”
We will be keeping a close eye on Aflac this year. Quack!
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