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On the Remuneration Structures in Insurance Industry

Asymmetric information in insurance market refers to a market situation in
which a transaction participant has insufficient information about another party.
The problem of asymmetric information is prevalent in insurance market. The
insurance intermediaries support customers to access and purchase products
efficiently. However, commission-driven sales competition practices in distribution
market with asymmetric information may cause the problem of distorting the rational

choice of consumers.

This study comprehensively reviews remuneration systems of insurance distribution
channels in Korean insurance market, and evaluates the current distribution

market related to commission structures.

Most remuneration systems of insurance intermediaries are mainly based on the
sales volume. The majority of the commission is paid to the distribution channels
in the first month or the first year of insurance contracts. The front—end loading
compensation schemes force insurance agents to create new business rather

than persistently manage existing policies.

We suggest some recommendations for alleviating some negative impact of current
commission structures in the insurance distribution market: (i) improvement of
the transparency on the remuneration disclosure regimes, (ii) transition from
distributor-centric marketing to customer-centric marketing strategies, (iii)
amendment of insurance remuneration regulations for improving information

comparability.
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1) XZst=

r

7h 0=

1% 80 A9 AWEY ol SR Aok A2 o AxolH (/A T
$og NGRS Aok JITHNLY. Insurance Law Section 4228: Life Insurance
and Annuity Business: Limitation of Expenses).’D) £E3|, AAHEY Tf] op-g= A
AHAgent)2} =H 2] (General Agent; GA)72S -E56}0] 0|90 A Al Foh= =0
QS 4k gl Hol S|

ol AR oE Ao 8% HEY 42283 (YOIHE RIS BAN} B
st A EEA k] s AF AE 1AdEoe ‘WX FAEYF(Qualifying First
Year Premium)742] 55%, HYAF 2} AL ol= 7JAIH S F(Renewal Premiums)2)

71) 783 2Egd 228 2= 190601 MPEE 0= 1950HM0] 32 JHEI0 ok JHYZUCH, 1996 7t

74?H(1IE | 23fch= HL0| MRAEUCLY, AHXES 2HEZ SHEX| R 01F 19974 88 7|& Hor
off A=4e 20I5H Hot0| SHE0], 19983 18 UEH0 Hxiel Jel2 SAE(FME 2019)

72) ®EF 2EYY HM4228R0IM= oE I ZEQNAAAL BIHAL GA S)2 TS 20| Fogh (5)
“Commission” means a payment to an agent or broker, as compensation for the sale or service
of a specific policy or contract, based upon a percentage of the premium or consideration for that
policy or contract.; (11) “Expense allowance” is a payment to an agent or broker in lieu of
reimbursement for expenses incurred in connection with the sale or servicing of the company's
policies or contracts; (2) “Agent” shall have the meaning ascribed in section two thousand one
hundred one of this chapter and “broker” shall have the meaning ascribed in section two
thousand one hundred four of this chapter; (14) “General agent” is an agent who is appointed
directly by a company, other than a local salaried representative of such company, who recruits,
trains or supervises other agents or who has the right toappoint agents.

Jonathan Hecht, John M. Fenton, and Douglas A. French(1998)

“Qualifying first year premiums” are premiums under each policy, including all of its riders and
benefits, which are: (A) in the first policy year, premiums recorded, including the entire amount of
a premium recorded in the first policy year of a conversion of a term policy or rider to a
permanent policy up to the benchmark gross level premium for the policy, including all of its
riders and benefits; or (B) in any year after the first, premiums recorded up to the benchmark
gross level premium for the current face amount of the policy, including all of its riders and
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ALAAAS} S ol tigt A3t BT R 47 14.5%, 16%7}, 22}
o= BAREE RO 4.5%, 6%7F 3XPA ol BARERO] 4.5%, 6%7F 4XPE 0
= AR 4.5%, 6%= et AAE 0] QUrh70 SHH, YA FHEY T} A7
G ASHAAY S ol tisfl ZAAE A o]F 4AE =R visf HH=o]
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St 1REE 2XMEE 3RET 4RMEE =
KA A5 55 22 20 18 115
: HA%S 14.5 45 4.5 4.5 28
W g wewsem | 7 7 7 7|
M3 63 27 23 20 133

SEEES HAGIS 16 6 6 6 34
ENCRCEEERLE 8 8 8 8 32

Mz 0= 725 23

benefits, less the total previous qualifying first year premiums, but not less than zero; or (C) all
premiums recorded up to the benchmark gross level premium to renew a policy on more
favorable terms than those guaranteed in the policy when such renewal is subject to new
underwriting and a new contestable period.

75) THHIES &AL Z MEMEANE 1AAEE SISO 91%E =utet 4 g, SEti2lEel 42 &
MEFHEO| 99%E xite + QIS

76) HOHHIS S L&A Z2 MEAEAMY SR
=5 XZoloF g

77) HOHHIES EEGHME 22 7%t 8.5%=, GAO| Cfsh HiHI8S &3 O =2 MF6tL U, J2{Lt 1A
S2E AXETK| S LHOIA XZHIE2 =Y THSE(EAMIE 2019)
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329]3]%= Ripoll E14(2009)795 E3)] Thf| 2227 whufjefyl A=y wfjz} B2 b
FH 0% So| FHHE WIS 2914 2 ol BAE %
OBIAIY % TR HE A FEUEFRE M2 Y BAAS s of
o 3F FSAEFHASICOR 20134 Y AXAIGS EUIE FAF
olsdE vAIE LY = U= W =% FAE AR §F FoFA(Future of Financial
Advice)S YHHSFT ‘FoFAof EskE £ U-8-2 A19]44A] O] (Best Interest Duty)
o1} olgjitE & K Conflicted Remuneration)- s H|F|XE5(Volume
Payments)-H| =424 B4(Soft Dollar Benefit) 34| 5oltt. &, AHES - L2334l
SR et A2E 52 oS FE B FFOIA A st

e

ui
o

0.
o
N
e
>

o] 201490 = HeAET=ol ABEAAY FAEIAE TR =, At 29%
off A7} S E L, AFFAONA SiA|&0] il FA| T AR ALY Ho] B Ao H
AH . olof i A|A] FAE O = QIS AHA} HS|E WA A HE A H| A0
= 7NAs7] $1s 2018 B E Y HaptdS /NS0 A e Bl o] E4
2 A7 R HSE E011L 1A 4R HISS ddskithe A = 5 ok BHiAt
7HRFHE S e AF SR HIEE 2 B RO 130%914 80%(2018'd),
70%(20199), 60%(20209) = HAA & QI5}5 1, 22Pd = 01T0ﬂ HhAgst= 94
T8 = BARE RO 20%2 Aottt T3 Hujqtio] wet g E vFH o

2 AFohe BlAY dERYA A3 S

(B V-2) 3F 4BHY T a2 ST #g}
(H2: %)

= 20184 20194 20203 O|=
MF £+22(Upfront Commission) | ZHEEHZO| 80% | EHEEEEZO 70% | ZHATESHZO| 60%

[{X| £42(0Ongoing Commission) | ZAMEHZ Ol 20% HMEHSHZ9| 20% HMEHSIRO| 20%

XtZ: ASIC, Corporations Amendment(Life Insurance Remuneration Arrangement) Act 2017

78) Parliamentary Joint Committee on Corporations and Financial Services(2009)
79) ASIC(2022)

80) ASIC(2017), ASIC releases instrument setting the commission caps and clawback amounts as part
of the life insurance advice reforms; John Trowbridge(2015)
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(Federal Financial Supervisory Authority; BaFin)2 W J A7 E A $557) ALA

A Eths AS AASHL, 2R 2o 95 201215 44 149578 0 g3 A4
TAIE St Qiet o] & AR AuHH, 25| Ao tsf| A Frart § B
79] 3.3%5 YA ZOH=SE skl JATHHAIY 2019).
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e T S E AR e 2 5 2023 497 E AL FARI0] it
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[RDAI |0} w2l o]t 44 74] ale] 222 71944 90) foi Anet o
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& Aedny 220719 BAS S5, 1Y B9 §UTE AL Fo 2

A% BFgo] StE AL 7|k ek

o

81) Institut fiir Finanzdienstleistungen e.V.(2013)
82) IRDAV, (Payment of Commission) Regulations; & 782 20234 4€ 1U2H Y50 30T IHHEE
83) India Times(2023. 3. 28), “IRDAI releases revised EoM and Commission limits for Insurers”; India

Express(2023. 3. 31), “IRDAI removes commission limit for agents”; Mint(2023. 3. 28), “IRDAI's
new rules on commission payments give insurers more flexibility to manage their expenses”
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A12: IRDAI(2020)

Op 7IEf: EXGE Al
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(Assets), 873 THPerformance), Aa 7} -S4 - A2k P9 5ol 7|Zx5t0] Faps)= 3

HIE ML Sl tiisd et 71wt s Johe FHOI:

F829 52 LA o] FEF A 3 st HHAFAPY vagH oz o
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2 ARo] tet BA9} o] 447 AeHCap) TFAIE Al ek Holoh. E
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A7t 2 F87=F=H Monetary Authority of Singapore; MAS)2 2019 A E 3 A
Aol et et WiRES] 542 BE AlRlohe 8 EUSHITHMAS 2019).89
ol S8 AREIAES] AN FUBA 0] A A= 2ol A o] A AR Thet T
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TA7E E A AAAEY AT oA LAE B YA Fo] ofFstal, 1
ol A 74 9] ojen} FtslA| b= AE 71}lo] o]FoiF7] whzeltt.
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W B0 S0 27N 4 QS St B
u}7] 9fstol AN Yol 208 FH

SHH, Jotze)7} Za=o A SHRANA AlFok= 0|2 EH 1 A(Sign-On Bonus)7t &
A =]o|Q)t}. o= A o]gt F-AAAI7F F7HRIo] o1& A] IpAf A AT A=l AA|
£ 0|5t HEJJALZ o|HsH= s Y2 o] mhE 2 X HTHOECD 2020).

(O3 V-2) A712=29| 0% QIMEIE Higt 7
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Xt=: Life Insurance Association Singapore(2019)

84) Monetary Authority of Singapore(2019)
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3) R K| £4& vs. AE=E

Y@ & E o 4= IDD(Insurance Distribution Direction)”} =Y E]7] o]& <9l 2013 ¢
2ol FA(Inducement ban) Z2|7} AlYETE BIV|ARY, A7|HY, AiES, A

5 SR Sl dish wH Al S0 HESAR Y A o] Higt
& (Commission) & T o lom, 2HAA| A2-2 AlLsHL 0| whE vl
aHRLA A tsfof Stk ANeEE Y B ARE B BlEoR HAFEH(E V

-5) HX).5)

HERE A= i 5 34 22 7 thefet A7t Y=, 1L 5 sk
7} FEAH|AEA (Dienstverleningsdocument; DVD) A& EQJolc}. 238, H3I|ALS]
SHARZTE S0 52 LHARIA S8ABIAE A7 Aol sig A4S AR
Al Algshor ettt EEAHAEA Ol ABAY] FATE H e, AB|A Bl-Gat 22 A
2 AJFAR] B olQfof tigt FEIF 23| ofof 5hu, AB|AT} TRt S84 HIA Al

TUA BAE FE3] Bl F Aelo] 7Msohrs Az FAIS Z5olof St
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eV e e} EXHEE Aot
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Xt=: Oxera(2023)

HASHEU)O| Retail Investment Strategy(RIS)' 9] Y30 &2 3| Y= At
9] $4&(Commission) F &4 X7} 3Y=E9 v il Q=
tl,80) ‘Insure Europe’> ZAHE7H] HAFAI AR S| tiet S-80=3=9] /iYL AR|AHe]
A4 200l ot B9 AT AL AL 271 Tk WAL

85) Tweede Kamer(2018)

86) Insurance Europe(2023); Insurance Europe(2022); International Advisor(2023. 1. 17), “EU bid to
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