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1. Diagnosis of the Insurance Industry 

In a low-growth environment, insurers are launching high-risk and low-return products 

one after another. Although the domestic insurance sector has grown into a mature 

market, many insurance companies are still exposed to business conduct risks as they 

competitively launch high-risk and low-return products to achieve volume growth in 

terms of market share and assets. The repetitive launch of products that does not 

fully reflect possible risks during the policy period appears to be due to poor internal 

controls or, even if they are well-designed, the systems are not in seamless operation. 

In addition, competitive selling of standardized insurance products focusing on 

protection is limiting the consumer experience that can obtain from other types of new 

products. The reality is that most consumers begin to feel satisfaction with their 

insurance products only after they reach to the claims stage. Customer management 

after insured event can be problematic causing a decrease in customer participation 

and bad customer experience, which would in turn lead to customer departures and 
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It is necessary for insurers to improve internal controls and rebuild supply-oriented 

business models. Insurance companies should design products to the direction 

that can expand customer experience based on enhanced internal controls and 

prepare distribution channels that reflect consumer behaviors. Policymakers need 

to overhaul the business conduct regulation taking the transition to an untact 

environment into account. 
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distrust of the insurance industry. The inability to provide differentiated services 

recognizable to consumers may be an inevitable choice for insurance companies to 

survive in current regulatory environment. Nevertheless, customers are expecting 

additional service experiences in addition to the basic function of risk protection from 

insurance products

In the case of distribution channels of the Korean insurance industry, volume growth 

strategy leads to excessive commission competition , and recently, with the emergence 

of Big Tech companies with market power, the landscape of insurance business is 

expected to change. As the transition to a non-face-to-face or untact environment 

is accelerated by COVID-19, there are also concerns that the emergence of an online 

platform with a superior information access to existing distribution networks may 

undermine fair competition, and in the long run reduce consumer benefits. 

2. Suggestions for the Insurance Industry

First of all, insurers need to reorganize their internal control systems against conduct 

risks for volume growth. In the process of manufacturing and delivery, it is important 

to set internal control standards towards reducing conduct risk resulting from consumer 

relationship and to establish a decision-making structure capable of checks and 

balances. A series of financial misconducts have brought growing calls for tighter internal 

control, requiring insurance companies to take preemptive actions. In addition, the 

compensation evaluation for the members of the organization needs to be conducted 

in accordance with policy objectives set by the internal control standards.  

Next, insurers should establish differentiated product strategies based on understanding 

of the market environment and consumers, and distribution channels reflecting 

consumer behaviors. Insurance companies need to develop products and services that 

can expand consumer participation and experience. Regarding the distribution channels, 

an insurer should identify what decisions consumers make in the delivery process, 

including their experience of its insurance products, and reflect those in its sales 

strategy. For example, insurers will need to analyze changes in consumer behavior 

caused by COVID-19 and seek ways to maximize productivity through optimal channel 

product mix in the process. 



Last but not least, policymakers should overhaul the business conduct regulation taking 

the transition to an untact environment into account. Policymakers need to review the 

non-face-to-face channel regulations established in face-to-face society at the level 

that does not impede consumer protection as the transition to an untact environment 

is inevitable. In addition, policymakers should prepare regulatory measures to induce 

fair competition based on the assessment of the impact of outsourced distribution 

channels on consumer protection. In the process, a comprehensive review should be 

conducted on their responsibilities to customers, the prevention of market distortions 

caused by remuneration competition, and measures to secure rights of consumer 

choice.   
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