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(Table 1) Awareness of Deposit Insurance 1: Survey

Quesion Do you know that the KQrea Deposit Inslulrance Corporation protects
your claims up to 50 Million Won?
Respondents Savings type insurance Cancer insurance Difference
Frequency Share Frequency Share in shares
Yes 324 64.80 435 36.25 -28.55
No 176 35.20 765 63.75 +28.55
Total 500 100.00 1,200 100.00 -

Source: Author’s calculation using self-generated survey data.
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(Table 2) Awareness of Deposit Insurance 2: Regression

Dependent variable: Awareness of deposit insurance

Explanatory variables Model 1 Model 2
Cancer insurance -1.2484** [-30.8%] -1.3737* [-33.0%]
Fnsur (0.0000) (0.0000)
20s -0.9221*** -0.8152%**
(0.0003) (0.0044)
305 -0.7642** -0.7208***
(0.0000) (0.0028)
. 0.0559* 0.0841*
Monthly income (0.0949) (0.0640)
Debt 0.0014** 0.0010
(0.0034) (0.1005)
50s, 60s, 70s,
Assets, Schooling Not reported Not reported
Premium, Benefit . Not reported
Region fixed effect Yes Yes
Sample type fixed effect Yes Yes
Observations 1,646 1,215
Pseudo R-squared 0.1280 0.1337

Notes: 1) This is the result of logistic regression analysis. Dependent variable is 1 if the
respondent says ‘yes for the question that “Do you know the Korea Deposit
Insurance Corporation (KDIC) protects your claim up to 50 Million Won?”
Dependent variable is O if the answer is ‘no.” ‘Cancer insurance’ is 1 if the sample
is from the Ist or 2nd survey for cancer policyholders but 0 if the sample is from
the survey for savings type policyholders. 20s,” 30s,” 50s,” ‘60s,” and ‘70s’ are
ages. 40s is the benchmark in the regression equation. ‘Monthly income,” ‘Debt,’
and ‘Assets’ are in million Won. ‘Schooling’ is 1 if the respondent did not take
advanced education. It is 2, 3, and 4 if the respondent has 2-3 year college
diploma, 4-year university diploma, and graduate school diploma, respectively.
‘Premium’ and ‘Benefit’ are insurance premium and benefit of the respondent’s
primary insurance contract. Region’ is Si/Gun/Gu-level. ‘Sample type  is one of
Ist cancer insurance survey, 2nd cancer insurance survey, or savings type
insurance survey.

2) * ** and *** represents 10%, 5%, and 1% significance, respectively, calculated by
the region-clustered standard error. Numbers in parentheses are the p-values.
Numbers in brackets are the average of marginal effects. Estimated coefficients
and standard errors on some explanatory variables are omitted if they are not
statistically significant.

Source: Author’s calculation using self-generated survey data.
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(Box 1) KDIC's Recommendation on Provisions Regarding Deposit Insurance

“Korea Deposit Insurance Corporation protects this insurance contract.
The coverage is 50 Million Won of the sum of surrender values (or
benefits) and auxiliarly payments of all eligible financial products
provided by the insurer of the aforementioned insurance contract.”

Source: Korea Deposit Insurance Corporation(2018).
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(Table 3) Awareness of Eligible Claims 1: Cancer Policyholder

Question What is the eligible Qlaim for which the 50 Million Won
protection by KDIC applies?

Respondents Total Who knows DI Who has NLSV
- Freq. Share Freq. Share Freq. Share
Paid-in premium 483 40.25 217 49.89 83 41.50
Benefit 505 42.08 129 29.66 90 45.00
Surrender value 210 17.50 87 20.00 27 13.50
Etc. 2 0.17 2 0.46 0 0.00
Total 1,200 100.00 435 100.00 200 100.00

Note: ‘Who knows DI are respondents who said they know the fact that the
KDIC protects them up to 50 Million Won. ‘Who has NLSV' are
respondents who hold insurance contracts that pay ‘none or low
surrender value (NLSV).’

Source: Author’s calculation using self-generated survey data.

AEEAA T BAIES Bodthe 2 AHAIE BEe Aol Brke de AEd
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(Table 4) Awareness of Eligible Claims 2: Cancer Policyholder

Dependent variable: Awareness of eligible claims
Explanatory variables Model 1 Model 2 Model 3

-0.4520 -0.4519 -0.3530
(0.1006) 0.1156) (0.3865)

Who has NLSV

20s, 30s, 50s, 60s, 70s,
Schooling, Monthly Not reported Not reported Not reported
income, Assets, Debt

Premium, Benefit - Not reported -

Financial literacy,

. - - Not reported
Insurance literacy

Region fixed effect Yes Yes Yes

Sample type fixed effect Yes Yes Yes

Observations 1,024 885 391
Pseudo R-squared 0.0805 0.0944 0.1178

Notes: 1) This is the result of logistic regression analysis. Dependent variable is 1
if the respondent said ‘surrender value’ for the question that “Do you
know what is the eligible claim for which 50 Million Won protection
by KDIC applies?” but 0 otherwise. The explanatory variable “Who has
NLSV' is 1 if the respondent holds an insurance contract that pays
none or low surrender value but O otherwise. Financial literacy and
insurance literacy are test scores of respondents on simple exams on
relevant subjects. See Note 1) in (Table 2) for all other variables.

2) * * and *** represents 10%, 5%, and 1% significance, respectively,
calculated by the region-clustered standard error. Numbers in
parentheses are the p-values.

Source: Author’s calculation using self-generated survey data.
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(Table 5) Awareness of Eligible Claims 3: Cancer Policyholder who Knows DI

Dependent variable: Awareness of eligible claims

Explanatory variables Model 1 Model 2 Model 3
-1.0143** -0.7410 -1.5912
Who has NLSV 0.0458) 0.1738) 0.2196)

20s, 30s, 50s, 60s, 70s,
Schooling, Monthly
income, Assets, Debt

Not reported

Not reported

Not reported

Premium, Benefit

Not reported

Financial literacy,
Insurance literacy

Not reported

Region fixed effect Yes Yes Yes

Sample type fixed effect Yes Yes Yes

Observations 299 230 99
Pseudo R-squared 0.1527 0.1877 0.2689

Notes: 1) Everything is the same as <Table 4) except that the sample consists of

cancer policyholders who knows DI

2) * * and ** represents 10%, 5%, and 1% significance, respectively,

calculated by

the

parentheses are p-values.
Source: Author’s calculation using self-generated survey data.
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(Table 6) Expectation on Government Assistance: Cancer Policyholder

Question If your primary insurer is insolvent, (le you expect gov_er_nment will
never/partially/fully protect your claim on above 50 million Won?
Frequency Share Cumulative Share
Never protect 711 59.25 59.25
Partially protect 387 32.25 91.50
Fully protect 102 8.50 100.00
Total 1,200 100.00 -

Source: Author’s calculation using self-generated survey data.
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(Table 7) Expectation by Cancer Policyholder who Expects Partial Assistance

If your primary insurer is insolvent, do you expect how much
Question percentage of your claim on above 50 million Won will be
protected by government?

Frequency Share Cumulative Share
Less than 80% 278 71.83 71.83
80% ~ 85% 59 15.25 87.08
85% ~ 90% 29 7.49 94.57
90% ~ 95% 14 3.62 98.19
95% ~ 100% 7 1.81 100.00

Total 387 100.00 -

Source: Author’s calculation using self-generated survey data.

A5/ B9 B9 Ak theaol R0 fAK] AR7E Al A Holehe &
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(Table 8) Expectation by Cancer Policyholder whose Contractual Benefits are
above 50 Million Won

Quesien If your primary insurer is insolvent, do you expect gover.nment will
never/partially/fully protect your claim on above 50 million Won?
Frequency Share Cumulative Share
Never protect 60 52.63 52.63
Partially protect 43 37.72 90.35
Fully protect 11 9.65 100.00
Total 114 100.00 -

Source: Author’s calculation using self-generated survey data.

(Table 9) Expectation by Cancer Policyholder who Expects Partial Assistance
and whose Contractual Benefits are above 50 Million Won

If your primary insurer is insolvent, do you expect how much
Question percentage of your claim on above 50 million Won will be
protected by government?

Frequency Share Cumulative Share
Less than 80% 32 74.42 74.42
80% ~ 85% 7 16.28 90.70
85% ~ 90% 1 2.33 93.02
90% ~ 95% 3 6.98 100.00
95% ~ 100% 0 0 100.00

Total 43 100.00 -

Source: Author’s calculation using self-generated survey data.

ATH(Table 8) %

Rolehs SHARE 4
10% o4e] &Asgo]

ShAfto] &l

=v

N

& 2I8he 1147800 sl FAK] 74

I}, A o14H(52.63%)%1 60782 SEHAE 53Tt ¥ Z3HEA]

e 20 F I
. YR FAE Zo]
o]AtH(Table 9 =x). WA F
o]Fold Ao oL, 14789 FHEA & HA 12.28%9]
1&°] 10% oY
ojZgt BA A=, A Halg 53T @ o e} AJHgle] BE VIS the=w

R, A A Zlelhs 89

90% mgte] Fotg 2Ag
10089} S22 FAM

= 39R 439 3

— ©oH

Aolear ol gick

L OrT}kx

= 10% mRto]

i



[ 50 [EREEECRIEIR

ARk 2k} thgolet A0 Boltk BB FUAE v 53T 9 ko] chst
of 27} FAGA YA, FAGHE 10% ole] £ARTS 7 Aolehs o

o] Al Aolek

2. 857t A HE 3% EdE + Us AUnojEA o] Y

ek AR BRE IHE A 53 9 23] s s TAISA) SRerh
o8 7 o] AV A8 YonE HHARASC] iR RYAE ol

1
Q1 2 vlA A o)At 0] F9] =0)F fIgt HIAuAR 417] fjof 0|9} o] ST
2Q1 750l thgt BAARAEY] QlaroldA & OJFkg RAFSFILAL Fitt.

oJste] golif= THE io] Gl o EAIES AR S 7HIAEE S7iRict. WAl of
ZHControlled) & 47531 oIE FIall ol AR AU HAIE 4] 82 AJZgllA
HAAKEIA 5 BIAIRS A ZA('Stay )UA, SHAISHL BF BPAIE o5 A
(‘Terminate and transfer’)1A], S|t & B} HAPE 7115HA] 9kl HAASS W
g Z('Terminate and leave’)UA] Zw3et. FAF 23, A4 600782 dEH 7RI =
Ait(93.2%)%1 5599°] 71& AlokE FAISHIT L SHRTH(Table 10) F2).7)

thZo® “d¥K(Treated) & A75t7] flol, L 600789 FEYH 7HIREA
FHEARO] opit A] HEI} 53N A ZIpEo|| disf IA|Q] Al AlFoA] Sttt
H ojgA] & ZIA] HESIAH(Table 10) 2x).8) A A3}, AH SHAF 6004 %
At J=(57.8%)R1 3477R0] 71& AlokS KASHITL SEHAL, 25.5%%1 1538
Ak SiA] 5 Bf HHALS] Aloko R WAsHAIttaL SEH O, A7) & HE<l 16.7%7F

HAAPEZ ofe] olgshlttal SHIH

ul

7) dEa AHE AT AE2 AR dEY dERAels ZAEA] FUAL A2} HERA
AEA ZLEAS. T=bA A AEQ] = 1,200707F oFd2} 6007°1H.

8) AEAPIM 600789 SEAES WA AR} gle AdHiold BAAF 74 E= o
A ool gt AES WAL, olofl FEt olFe] /7] Al ARIF AF A et
d EAAIF 7] B A At ofmetA] e Wk



HEARIL] HEESMT0 et QUK=L FAA| £2ARE Of

oot

=
=

1z

(Table 10) Willingness to Stay under the Absence of Government Assistance

Question What would you do if government will not protect your claims on
above 50 million Won when your principal insurer is insolvent?
Controlled Treated Difference in
Freq. Share Freq. Share Share
-35.4™*
Stay 559 93.2 347 57.8 0.000)
Terminate and 21.2%
transfer 26 43 153 255 (0.000)
Terminate and 14.2%
leave 15 25 100 167 (0.000)
Total 600 100.0 600 100.0 -

Notes: 1) ‘Controlled’ is the responses when no prior information is provided.
‘Treated is the responses when respondents are provided with the
information that government will never protect claims over 50 million
Won. ‘Stay means ‘stay in the existing insurer. ‘Terminate and
transfer’ and ‘Terminate and leave’ indicate that ‘terminate the
existing contract and buy a similar contract from another insurer and
‘terminate the existing contract and never buy any new contract,
respectively.

2) * *, and ** represents 10%, 5%, and 1% significance, respectively.
Numbers in parentheses are the p-values.
Source: Author’s calculation using self-generated survey data.

A} thazo) SHge] Aolg BAshe Qi wo] HES THsT 4 9
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U ARTA] Zeh HE gl AReIAE A SRAtel 42,20 A SR 1A
o2 Qlroldlss Ao] AEeka Fehel A BEACkY] 380] 1(35.4%)°0] Yroled
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(Table 11) Willingness to Stay by Respondents whose Claims are more than

50 Million Won
Question What would you do if government will not protect your claims on
above 50 million Won when your principal insurer is insolvent?
Controlled Treated Difference in
Freq. Share Freq. Share Share
Stay 36 97.30 19 51.35 (0.000)
Terminate and 1 270 14 37.84 35.1
transfer
Terminate and 0 0 4 10.81 10.81
leave
Total 37 100.00 37 100.00 -

Note: See Notes 1) and 2) of <Table 10).
Source: Author’s calculation using self-generated survey data.
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(Table 12) The Minimum Assistance Rate for Stay

Suppose that government protects X% of your claims on above 50
Question million Won. What is the minimum level of X to make you stay
when your primary insurer is insolvent?
Respondents All cancer policyholders Policyholders with large benefits
- Freq. Share Freq. Share
0~50% 632 52.68 38 53.50
50~70% 82 6.82 5 4.39
70~80% 161 13.42 16 14.04
80~90% 130 10.82 13 11.41
90~95% 16 1.33 2 1.75
95~100% 179 14.92 17 14.91
Total 1,200 100.00 114 100.00

Note: ‘Large benefits’ are benefits larger than 50 million Won.
Source: Author’s calculation using self-generated survey data.
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Abstract

This paper analyzes how much policyholders are protected and willing to
take losses in case of insurers insolvency. The main results are as follows.
First, most policyholders are unaware that the Korea Deposit Insurance
Corporation protects them up to 50 Million Won. Second, most policyholders
who are aware of these protection measures believe that the deposit insurer
protects paid-in insurance premiums even though, in reality, the deposit
insurer covers only the surrender value. Third, policyholders are unlikely to
engage in insurance run even if they are required to bear losses up to 10% of
their claims on above 50 Million Won. These findings provide implications for

policyholder protection and insurer resolution policies.

% Key words: Policyholder Protection, Insurance Guarantee Fund, Loss-sharing,

Insurance Run






