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Taking a Stand in Canada
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Late last spring, agent Rod LaRocque
was content being an Allstate agent in
Canada. After all, he was one of Allstate’s
most prolific producers. In addition to
being the number one group writer in
Canada,
pany awards during his remarkable ca-
reer. These awards included 18 National
Champion Conferences, three President’s
Performance Awards, Life Millionaire,
Gold Pen and the Provincial Profitabil-
ity Award, just to name a few. He was a
model agent with a stellar career who em-
bodied the qualities that managers sought
to instill in all agents. In addition, he
was proud to be an Allstate agent. In his
words, “I took great pride in my relation-
ship and bled Allstate blue.”

Now, sitting at his desk in his office
on Ontario Street in Sudbury, Ontario,
LaRocque is still hard at work doing the
same things he has done for more than
20 years — selling insurance. But today
he works as a broker, selling policies for
several companies. Strange as it may
seem, becoming a broker was not in his
plans six months ago. His plan was to
continue selling Allstate products until

the day he retired. Last July, however,

he had earned over 50 com-

BY JIM FISH

Allstate turned his world upside down
when it announced its intention to fun-
damentally change its Canadian busi-
ness model. This unwelcome model
upends traditional agent compensa-
tion agreements by eliminating renewal
commissions.

As you would expect, the loss of re-
newal compensation did not sit well with
the agency force. Even so, LaRocque
initially planned to transition to the new
model. But after carefully reviewing his
options, he changed his mind, opting
to become a broker instead. Continu-
ing on as an Allstate agent would have
entailed that he, along with agents from
other offices, move to a new company
owned office. In his former market, the
company’s plan is to reduce the number
of agencies from seven to just two. This,
of course, means that agents from seven
locations would be squeezed into two of-
fices. At first glance, this may not seem
too dreadful until you consider the fact
that there are many multi-agent loca-
tions in Canada, some housing as many
as three Allstate agents. Therefore, in
addition to losing significant renewal
income, he would have been required to
work in a team environment that could
only be successful if each agent on the
team pulled his/her own weight. But
even with a good team of agents working
together, it would be virtually impossible
for agents like LaRocque to earn any-
where near the kind of money they made
before the change.

Allstate’s new business model has
been a bitter pill for most agents to swal-
low, especially since, for years, manag-
ers at every level encouraged agents to
invest their own money to develop their
agencies. In LaRocque’s words, “we were
told, right from day one, we were going
to be entrepreneurs and this was our own
business. Personally, I invested hundreds

of thousands of dollars and, to this date,
continue to service some of this debt!”

After devoting nearly 22 years of his
life to a company he deeply cared for,
it was tough to walk away. For many
agents, just losing their renewal income
or being uprooted and moved to a new
work environment would be sufficient
enough reason. But for LaRocque it was
more than that. He had given Allstate
all he was capable of giving throughout
his career. To him, it was wrong for All-
state to make such a monumental deci-
sion without initiating a dialog with the
agency force, especially in light of more
than four years of substantial profits in
Canada. Troubled and frustrated, he
sought legal options before making his
decision to leave. “Prior to leaving All-
state, I secured five legal opinions on
what transpired and their proposed new
model. Every opinion was definitive. We
[the agents] were all being ‘constructively
dismissed’.”

So, what is constructive dismissal?
According to Part III, Divisions X, XI
and XIV of the Canada Labour Code,
“The phrase ‘constructive dismissal’ de-
scribes situations where the employer has
not directly fired the employee. Rather
the employer has failed to comply with
the contract of employment in a major
respect, unilaterally changed the terms
of employment or expressed a settled
intention to do either thus forcing the
employee to quit. Constructive dismissal
is sometimes called “disguised dismissal”
or “quitting with cause” because it often
occurs in situations where the employee
is offered the alternative of leaving or of
submitting to a unilateral and substantial
alteration of a fundamental term or con-
dition of his/her employment.”

Soon, agents throughout Canada be-
came familiar with the “constructive dis-
missal” terminology and it became the
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battle cry for legal action.

Adding to his frustration was the fact
that Pembridge, a subsidiary of Allstate,
competes head to head with Allstate
agents. It is sold through brokers, similar
to the Encompass brand here in the U.S.
According to LaRocque, “the company
[Allstate] is not meeting its growth ob-
jectives because it is being cannibalized
by the lower rates of its own subsidiary.
On the surface, this appears to be a de-
liberate effort to ‘buy the business’ in
order to establish a bigger footprint in
the independent broker market. This
practice has hurt Allstate agents because
their customers are switching to Pem-
bridge — and what does that accomplish
for Allstate agents or the corporation?”

In spite of the apparent channel con-
flict between the independent brokers
and captive Allstate agents, Bob Tisdale,
president and CEO at Pembridge, stat-
ed, in an article in the December 2005
issue of Canadian Underwriter, that “It is
imperative to preserve the integrity and
clarity of the distribution channels that
insurers use to sell products and services.
The industry should resist blurring the
lines between brokers, agents and direct
methods of distribution.”

Being a pragmatist, LaRocque con-
cluded that there was no future for him
at Allstate. The trust was gone, the de-
cency was gone and the income from the
renewal book was gone — hardly a recipe
for a successful relationship or career.
Changing careers, however, posed some
major challenges. Most significantly was
the problem of maintaining his standard
of living. Although still under 50, the
probability of starting over in a different
industry was not a viable option. What
industry could offer him the same income
potential? And then there is the learning
curve. How long would it take to get up
to speed in a new industry? In the end,
LaRocque decided that he would stay in
the insurance business. After all, it was
an occupation in which he excelled and
that he liked. Furthermore he reasoned
that, if it came down to a court battle, he
was confident he would prevail under the
“constructive dismissal” provision of Can-
ada’s Labour Code which could make the
non-compete clause irrelevant. Besides,
throughout the decision making process

there was never any thought of solicit-
ing his Allstate book of business — in his
mind, it wasn’t the right thing to do.

On August 31, 2007, he submitted
his resignation letter to Northern Ontar-
io Regional Manager Dan Currie. In or-
der to make sure his customers would be
taken care of and that Allstate’s interests
would be protected, his letter included
the following statements:

* “T agreed to place a voice message
on my phone number advising clients
that I am no longer with the company
and they can contact the 800# or alterna-
tive number as assigned by you.”

* “We will post a sign on the front
door advising the same and will make ar-
rangements to have the Allstate signage
removed from the building.”

* “I will arrange to transfer Allstate
files, computer and furniture at a mutual
date and time preferably within 14 days
of our meeting.”

In addition to his letter, which sig-
naled his intention to cooperate in the
process to transfer his book back to the
company and direct customers appropri-
ately, he was also in communication with
members of company management, in-
cluding Mike Donoghue, Allstate Can-
ada President and CEO.

Despite all his efforts to act in good
faith, they did not change Allstate’s re-
sponse. It was only a matter of weeks
when Allstate brought a $4,500,000
lawsuit against him for violating the
non-compete provision of his contract
and for setting up a brokerage at his for-
mer NOA location. While the amount
is staggering, LaRocque was otherwise
not surprised. “I expected them to at-
tempt to make an example of me,” he
says. In response to the suit, his attorneys
have countersued for wrongful dismissal.
While no one can say what the outcome
of these suits will be, the hope is that the
matter can be resolved between the at-
torneys from both sides.

No matter what, LaRocque plans to
move forward with his life and his new
agency. It is his contention that he and
the rest of the Canadian agency force
were “constructively dismissed.” Among
other things, Allstate announced it was
eliminating renewal compensation and
is compelling agents to move from their

NOA offices to highly controlled work
environments where they will be re-
quired to perpetually produce substantial
amounts of new business in order to earn
far less than they did before. Under these
extreme and extraordinary circumstanc-
es, he feels the courts will agree that he
should have the right to earn a living sell-
ing insurance. Being both entrepreneur-
ial and aggressive, LaRocque is confident
that his new agency will thrive in spite of
the obstacles that stand in his way. And
those who know him firmly agree that he
will continue the success he’s enjoyed for
most of his career. As he says, “At the end
of the day it [the litigation] has changed
nothing as we continue to operate our
brokerage. We are quite confident we are
doing the right thing because it is the
right thing to do.”

Judging by the letters and comments
we've received from agents in Canada,
there can be no doubt that they are an-
gry, disillusioned and frustrated, but
LaRocque seems to view things a bit dif-
ferently. He has grabbed the bull by the
horns and is moving on. He is focused on
the future and, my guess is, that he won’t
look back.

I'll leave you with LaRocque’s closing
remarks, “People need to believe and fol-
low the right guiding principles. Allstate
has made a fortune from my efforts and
the efforts of others. When you think of
it, Allstate took a whole nation of agents
and cast us aside like so much rubbish, all
in the name of the almighty dollar. This
is not right. The buck stopped with me.
I do not fear Allstate! They decided to
make a national example out of me be-
cause I dared to push back. Back in the
day when I was a Search and Rescue pi-
lot we used to say T'm just one person
and hopefully my efforts pave the way so
that others may live...” This is my belief
and where I must take my stand.”

To contribute fto Rod LaRocque’s legal fight,

Pplease make your check or money order pay-
able to: “Ball and Alexander in Trust” and
send it to the following address: Mr. Rod
LaRocque, Local Insurance Brokers, 471
Ontario Street, Sudbury, Ontario P3E4K4,
Canada. To send your letter First-Class
Mail® International, the postage is $0.69
= Your support is appreciated.
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