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The Suitability of Independent and Exclusive Channels based

upon the Persistency Rate in the Korean Life Insurance Market
Focusing on Insurers’ Characteristics and Solicitation Methods
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(Table 1) Data Layout

Variable Detailed contents

nsurer’s Big company, Medium-small company, Foreign company
Characteristics* ’ ’

Marketing Solicitor channel, Exclusive agents channel, GA channel,

Channels Bancassurance channel

Solicitation )

Methods Face-to-face, TM, Home-shopping
Persistency™ Maintaining, Lapse and surrender

Note: 1) * Samsung, Kyobo and Hanhwa are classifies as big company, while the remaining companies are
classified as medium-small company and foreign company depending on the ownership as of end
of 2012,
2) ** “Persistency” means all cases except lapse and surrender, which includes actual persistency,
death, expiration by death and maturity.
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(Table 2) Distribution of Insurance Companies

L Contract Valid Cumulative
Classification Percent
number percent percent
Big company 940,533 41.7 41.7 41,7
Medium-small company 746,084 33.1 33.1 74.8
Foreign company 568,016 25.2 25.2 100.0
Total 2,254,633 100.0 100.0 -
(Table 3) Distribution of Solicitation Methods
L Contract Valid Cumulative
Classification Percent
number percent percent
Face-to-face 1,654,976 73.4 73.4 73.4
™ 478,721 21.2 21.2 94.6
Home-shopping 120,936 5.4 5.4 100.0
Total 2,254,633 100.0 100.0 .
(Table 4) Distribution of Marketing Channels
L Contract Valid Cumulative
Classification Percent
number percent percent
Solicitor channel 1,594,662 70.7 70.7 70.7
GA channel 132,823 5.9 5.9 76.6
Exclusive agents channel 405,923 18.0 18.0 94.6
Bancassurance channel 121,225 5.4 5.4 100.0
Total 2,254,633 100.0 100.0 -
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(Table 5) Distribution of Persistency and Cancellation
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L Contract Valid Cumulative
Classification Percent
number percent percent
Maintaining 1,422,120 63.1 03.1 03.1
Lapse and surrender 832,513 36.9 36.9 100.0
Total 2,254,633 100.0 100.0 -
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(Table 6) Persistency Rates by Marketing Channels

Classification Maintaining Lapse and surrender
Solicitor channel 61.7% 38.3%
GA channel 66.4% 33.6%
Exclusive agents channel 64.5% 35.5%
Bancassurance channel 72.2% 27.8%
Total 63.1% 36.9%

(Table 7) Persistency Rates by Insurers’ Characteristics

Classification Maintaining Lapse and surrender
Big company 65.8% 34.2%
Medium-small company 59.3% 40.7%
Foreign company 63.5% 36.5%
Total 63.1% 36.9%
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(Table 8) Persistency Rates by Solicitation Methods

Classification Maintaining Lapse and surrender
Face-to-face 62.8% 37.2%
™ 63.9% 36.1%
Home-shopping 64.0% 36.0%
Total 63.1% 36.9%
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(Table 9) Sample Size of Insurers’ Characteristics and Marketing Channels

Marketing .
. Exclusive
channel | Solicitor GA Bancassurance
. agents Total
Insurers channel channel channel
- channel
characteristics
Big company 770,344 38,054 85,258 46,877 940,533
Medium-small
camsa 472311 | 92477 | 107,945 73351 | 746,084
company
Foreign company 352,007 2,292 212,720 997 568,016
Total 1,594,662 | 132,823 405,923 121225 | 2,254,633
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{Table 10) Sample Size of Solicitation Methods and Marketing Channels

1z

Marketing .
. Exclusive
channel | Solicitor GA Bancassurance
5 agents Total
Insurers channel channel channel
_ channel
characteristics
Face-to-face 1,219,228 132,782 181,741 121,225 1,654,976
™ 367,259 - 111,462 - 478,721
Home-shopping 8,175 41 112,720 - 120,936
Total 1,594,662 132,823 405,923 121,225 | 2,254,633
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(Table 11) Chi—Square Analysis Results of Total Sample

Classification Maintaining Lapse and surrender
Bancassurance channel 72.2% 27.8%
GA channel 66.4% 33.6%
Exclusive agents channel 64.5% 35.5%
Solicitor channel 61.7% 38.3%
Total 63.1% 36.9%
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L Degree of Asymptotic p—value
Classification Value < il .p
freedom (two—tail test)
Pearson Chi-square 6,558.3 3 .000
Likelihood ratio 6,751.8 3 .000
Linear-| Linea
inear b)./ .1neqr 5585.0 1 000
Association
Valid case number 2,254,633
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(Table 12) Difference in Persistency Rate of Total Sample
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{Table 13) Chi—Square Analysis Results of Big 3 Companies

Classification Maintaining Lapse and surrender
Bancassurance channel 75.3% 24.7%
Solicitor channel 65.7% 34.3%
Exclusive agents channel 64.7% 35.3%

GA channel 58.1% 41.9%

Total 65.8% 34.2%

Classification Value Df?jeriin?f Asy(:r\/\ggttlac“ ;i;/slue
Pearson Chi-square 2946.668 3 .000
Likelihood ratio 3021.715 3 .000
z;i‘zii;medr 798.451 1 000
Valid case number 940533
ZF A 7F Al ] ApolE FAA ez E45L7] fsho] 470 WA d =
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(Table 14) Difference in Persistency Rate of Big 3 Companies

" Exclusive
Bancassuranc Solicitor
agents GA channel
e channel channel
channel
Bancassurance
_ sesfesie sfesieske ool
channel
Solicitor channel - - sk ok

Exclusive agents
channel

GA channel - - - -

Note: o No difference, *: Different at p-value 10%, **: Different at p-value 5%, ***: Different at p-value 1%
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(Table 15) Chi—Square Analysis Results of Medium—small Companies
Classification Maintaining Lapse and surrender
Bancassurance channel 70.4% 29.6%
GA channel 69.6% 30.4%
Exclusive agents channel 58.1% 41.9%
Solicitor channel 55.8% 44.2%
Total 59.3% 40.7%




S2LEt MHEE TjRIEe] BHEASNE - HEDTMHE SXIZVIE HEEA

L Degree of Asymptotic p—value
Classification Value J ymp } P
freedom (two—tail test)
Pearson Chi-square 10246.282 3 .000
Likelihood ratio 10521.543 3 .000
Linear-by Linear
L. 5342.318 1 .000
Association
Valid case number 746084
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(Table 16) Difference in Persistency Rate of Medium—small Companies

Exclusive .
Bancassurance Solicitor
GA channel agents
channel channel
channel
Bancassurance )
- sesfesle sesfesl esfeske
channel
GA channel - _ e sokok

Exclusive agents
channel

Solicitor channel - - - -

Note: o: No difference, *: Different at p-value 10%, **: Different at p-value 5%, ***: Different at p-value 1%
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(Table 17) Chi—Square Analysis Results of Foreign Companies

Classification Maintaining Lapse and surrender
GA channel 75.3% 24 7%
Exclusive agents channel 67.6% 32.4%
Bancassurance channel 62.8% 37.2%
Solicitor channel 61.0% 39.0%
Total 63.5% 36.5%
L Degree of Asymptotic p—value
Classification Value J ymo : P~
freedom (two—tail test)
Pearson Chi-square 2625.611 3 .000
Likelihood ratio 2651.431 3 .000
Linear-by Linear
. 2451,770 1 .000
Association
Valid case number 568016
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(Table 18) Difference in Persistency Rate of Foreign Companies

Exclusive .
Bancassurance Solicitor
GA channel agents
channel channel
channel
GA channel - s - s
Exclusive agents
- - esfeske sesfesie
channel
Bancassurance Channel - - - O
Solicitor channel - - - -

Note: o: No difference, *: Different at p-value 10%, **: Different at p-value 5%, ***: Different at p-value 1%
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(Table 19) Suitability Ranks of Marketing Channels by Company Characteristics

Exclusive ..
e Bancassurance Solicitor
Classification GA channel agents
channel channel
channel
Total Sample 1 2 3
Big company 1 4 3
Medium-small
1 2 3 4
company
Foreign company T3 1 2 T3
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(Table 20) Chi—Square Analysis Results of Face—to—face Method

Classification Maintaining Lapse and surrender
Bancassurance channel 72.2% 27.8%
GA channel 66.4% 33.6%
Exclusive agents channel 63.0% 37.0%
Solicitor channel 61.4% 38.6%
Total 62.8% 37.2%

Classification Value fojergir:f Asy(mc_)t:;l p:;/slue
Pearson Chi-square 6388.425 3 .000
Likelihood ratio 6598,909 3 .000

Valid case number 1654976
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(Table 21) Difference in Persistency Rate of Face—to—face Method

Exclusive .
Bancassurance Solicitor
GA channel agents
channel channel
channel
Bancassurance
— B2 sesfesie sesfesie
channel
GA channel - _ s .

Exclusive agents
channel

Solicitor channel - - -

Note: o No difference, *: Different at p-value 10%, **: Different at p-value 5%, ***: Different at p-value 1%

2) ™

U7 GARYE o] A= Mo g B FHo| glo] BAjo] Brls
7] ol AAAAG Y et ] HekS o2 stolAlFHg-S
o o)A =7} 9l

A AAR T Qurthe AL ) fA&ol 5% 2]
Ao eheteh. atebd TV O] 79 AAX Do) Aukhel A D)
o] o Ao B

fr
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(Table 22) Chi—Square Analysis Results of TM Method

Classification Maintaining Lapse and surrender
Solicitor channel 64.0% 36.0%
Exclusive agents channel 63.6% 36.4%
Total 62.8% 37.2%
Classification Value foegel'girr?( ASV(EEST;” ?;;/tz);]lue
Pearson Chi-square 4,974 1 .026
Likelihood ratio 4.970 1 .026
T PP P
Valid case number 478,721
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(Table 23) Chi—Square Analysis Results of Home—Shopping Method

Classification Maintaining Lapse and surrender
Exclusive agents channel 67.7% 32.3%
GA channel 61.0% 39.0%
Solicitor channel 12.9% 87.1%
Total 64.0% 36.0%

Classification Value foigir:f Asim(j; ?;;/S\Iue
Pearson Chi-square 9948.583 2 .000
Likelihood ratio 9895.709 2 .000
Linear-by Linear Association 9940.916 1 .000
Valid case number 120936

370 A 7F -G AL2) Aol S FAHor B35l 9jste] 37 g
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(Table 24) Difference in Persistency Rate of Home—Shopping Method

Exclusive agents -
Channegll GA channel Solicitor channel
Exclusive agents e
_ o .
channel
GA channel - - sk
Solicitor channel - - _

Note: o: No difference, *: Different at p-value 10%, **: Different at p-value 5%, ***: Different at p-value 1%
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SRR B Ao AR 491 obe et U

(Table 25) Suitability Ranks of Marketing Channels by Solicitation Method

Marketing Exclusive
channel | Bancassurance GA Solicitor
L agents
Solicitation channel channel channel
channel
Method
Face-to-face 1 2 3 4
™ - - 2 1
Home-shopping - T1 T1 2
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Abstract

This study analyzes the suitability of Korean life insurers’ marketing
channels focusing on insurers’ characteristics and solicitation methods.
For empirical analyses, 2,254,633 new policies signed in 2012 are
sampled and their states (maintaining, death, maturity, lapse, and
surrender) as of December 31, 2015 are investigated. Collected data are
statistically analyzed wusing frequency analysis, cross analysis, and
chi-square analysis.

Overall result shows that independent channels, such as general
agents and bancassurance channels, are more suitable than exclusive
channels such as solicitor and exclusive agents. However, results are
different depending on life insurers’ characteristics and solicitation
methods.

For the big 3 companies, the bancassurance channels show higher
persistency rate than the dependent channels, while the GA channels
show lower persistency rate than the dependent channels. For foreign
companies, the persistency rate is higher in the GA channels, lower in
the bancassurance channels, similar in the solicitor channels compared to
the dependent channels. For contracts solicited face-to-face, the
independent chanmnels show higher persistency rate than the dependent
channels. However, for contracts solicited through home-shopping, the
persistency rate of the GA channels is higher than the solicitor channels
and similar to the tied agent channels.

% Key words: exclusive channel, independent channel, marketing channel,
suitability
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