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{Figure 1) Solicitors' Registration and Termination
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Note: Lefthand and righthand represent the level of registration/termination size and the
gap between them, respectively.
Source: Korea Life Insurance Association, 50 Years Statistics FY1967-FY2016.
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(Table 1) Size of Solicitors(Registered vs. Active) and Growth Rates

(Unit: thousand person, %)

Size of registrated solicitors Size of active solicitors

Big 3 Sl\r;igglj Foreign Total Big 3 Sl\??i?zl!lj Foreign Total
2007 73 39 29 142 57 21 19 97
2008 94 44 32 170 55 23 22 100
2009 92 39 29 159 54 19 22 96
2010 81 30 27 138 53 14 21 88
2011 89 29 26 144 53 14 20 87
2012 86 31 26 143 54 14 19 87
2013 78 30 24 132 57 15 17 89
2014 72 29 21 122 53 13 15 81
2015 72 29 19 119 50 13 14 77
2016 73 27 18 117 47 12 12 71
Average 81 33 25 139 53 16 18 87

Change rate of registrated solicitors Change rate of active solicitors
Big 3 S,\r/ﬂgglj Foreign | Total Big 3 Sl(/?i:!lf Foreign | Total

2008 28.0 12.6 7.8 19.6 -4.4 11.4 12.7 2.3
2009 -2.4 -11.5 -10.0 -6.2 -1.0 -16.6 2.7 -3.8

7) AL B4 D Al e B AuEel A% wRe] Witk 20164 71% o
W AR T 1-3900 AR, UIER, gRolel, S vl
A, A1, BAY, KDBAW(T 254%), S9AE, SHAEE DBAY), drje
o|m(d FRANYEF FPE. GFAE INGR odA|etolm). AlA, el o)
QE=A(@ ABL), PCAGE blefoll), FEld4s, ACE® AHxefolmpold. HA7iH
% wiBo] gl AR MEARS vigsle] ERsivr
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2010 -11.5 -23.6 -5.7 -13.4 -2.9 -24.2 -7.4 -8.2
2011 9.4 -2.4 -3.3 4.4 0.8 -3.5 -2.4 -0.6
2012 -3.3 6.6 0.9 -0.6 0.7 1.7 -6.6 -0.8
2013 -9.3 -2.7 -8.7 -7.7 6.6 2.5 -8.4 2.7
2014 -7.3 -5.4 -11.5 -7.6 -7.3 -10.0 -12.7 -8.8
2015 -0.2 0.4 -12.5 -2.2 -5.5 -3.9 -5.7 -5.3
2016 0.9 -8.0 -3.4 -1.9 -5.2 -3.0 -17.4 -7.1
Average 0.5 -3.8 -5.1 -1.7 -2.0 -5.1 -5.0 -3.3

Source: The authors collect the insurance company data and calculate growth rates.
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22 RIS 5= Qlrk. SAF IFEE A 109 B 7S ES B, 9=AF72.3%, Y
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(Figure 2) Solicitors' Active Ratio
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(Table 2) Number of Using Channels for New Contracts

Big 3 Small & Middle Foreign Total

2007 4.0 3.9 3.0 3.5
2008 4.0 3.9 3.0 3.5
2009 4.0 3.9 2.7 3.4
2010 4.0 3.8 2.4 3.3
2011 4.0 3.8 2.3 3.2
2012 4.0 4.0 2.9 3.5
2013 4.0 4.0 2.9 3.5
2014 4.0 4.0 3.1 3.6
2015 4.0 4.0 3.0 3.6
2016 4.0 4.0 3.0 3.6
Average 4.0 3.9 2.8 3.5

g E dae

(Figure 3) 9HA] Aw 2 47 TofiAjdo] Ay 23]E = A2olM AAsk= Hf&
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(Figure 3) Market Share of New Contracts by Sales Channels
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(Figure 4) Solicitors' Share of New Contracts by Insurers
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(Table 2)°lA Vrepd vle} o] A9 S]AkE0] 47 A BFE &8st |
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(Table 3)& 4] (1)& A&3l0] A& HHI 30]2 Hoj&th AdAFEE 200749
0.7289°1141 2016 0.6399% stolgli=tl] ol= FAAH & SlARE0] 7|E M A}
A& GA, WA E HIoHAd 2 op2eit Aatolct, BA77 B+t IS
AL 7P =01, AL SAFAL ol AR, HEHSETt A= S o=Abt
7P WiECHHHI A8t 2.732R1E 5t

(Table 3) HHI of Channel Diversification

HHI Change rate(percentage point)
Big 3 SI\;I?Z!IS Foreign | Total Big 3 Sl(/?i:!lf Foreign | Total

2007 0.7724 | 0.5737 | 0.8653 | 0.7289 - - - -
2008 0.7930 | 0.5817 | 0.8803 | 0.7419 2.7 1.4 1.7 1.8
2009 0.8088 | 0.5562 | 0.8720 | 0.7308 2.0 -4.4 -0.9 -1.5
2010 0.7780 | 0.5609 | 0.8696 | 0.7367 -3.8 0.8 -0.3 0.8
2011 0.7573 | 0.5607 | 0.8738 | 0.7345 -2.7 0.0 0.5 -0.3
2012 0.7230 | 0.5514 | 0.8659 | 0.7212 -4.5 -1.7 -0.9 -1.8
2013 | 0.7034 | 0.5721 | 0.8137 | 0.7024 -2.7 3.8 -6.0 -2.6
2014 0.7080 | 0.5839 | 0.7814 | 0.6936 0.6 2.1 -4.0 -1.3
2015 | 0.6893 | 0.6033 | 0.6987 | 0.6612 -2.6 33 -10.6 -4.7
2016 | 0.6903 | 0.5747 | 0.6741 | 0.6399 0.1 -4.8 -3.5 -3.2
Average | 0.7423 | 0.5718 | 0.8195 | 0.7096 -1.2 0.1 -2.7 -1.4

Source: The authors collect the insurance company data and calculate HHI.
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(Figure 5) HHI of Channel by Life Insurers
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(Table 4) Definition of Variables

Variables Definition
Monthly total
Size of |initial premium
new Monthly

contracts | whole-life Log(monthly whole-life initial premium)
initial premium

Log(monthly total initial premium)

Dependent
variables

Level of channel

e HHI for market share by 4 channels
diversification

Size of active solicitors Log(total number of active agents)

Share of female solicitors | Share of female in registrated tied agents

Estimated average age using the age

Independent| Average age of solicitors
e 8¢ a8 distribution of tied agents

variables

Average duration of Estimated average tenure using the tenure
solicitors distribution of tied agents

Total asset Log(total asset)
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Solvency (Equity/Total asset)x 100

Level of channel

e HHI for market share by 4 channels
diversification

Share of whole-life (Whole-life initial premium/Total initial
premium premium) x 100

Share of other protection- |(Other protection type initial premium/Total
type premium initial premium)x 100

0: Big 3(reference group),
1: Small and middle, 2: Foreign

Year 2007(reference group)
Year 2008.....,Year 2016

Company group dummy

Year dummy
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(Table 5) Descriptive Statistics Used in Panel Data(2007-2016)

Mean Std.Dev. Min Max
Monthly initial premium (¥billion) 67 65 4 312
Active tied agents (person) 5,356 6,294 345 24,990
Share of female solicitors (%) 60.1 24.5 7.2 98.9
Average age of solicitors (years old) 41.7 3.6 34.7 49.5
Average tenure of solicitors (years) 3.6 0.8 1.6 53
Total asset (Whillion) 284,010 | 437,553 4,436 | 2,419,041
Solvency (%) 7.8 3.0 0.8 16.9
HHI (0.5-1.0) 0.7096 0.1512 0.5035 1.0000
Share of whole-life (%) 30.0 14.7 3.8 71.3
Share of other protection type (%) 10.4 10.4 0.3 49.1

Note: n=17, T bar=9.59, N=163

SAE B4 WSREA, SAKE 1R Wi 28X 479 oly, A 4419 €, Ao
241% 949 Yoz 10| xjol7} ufS- T} ZAPAL tiH] A7|RHL 0 7 =43 AEA
A 2 ol 7.8%01H F4 0.8%, i 16.9%= et AF-d730/d2] A= A
ol

713t 47 AdS E8sto] ARolER] ¥ 2R AY 0w ARt driztst
A&(HHD= B 0.7096019, F&gk2 0.5035, HHgE 1.00]ct. SAPE A& ZEE
2o B4 I HeREA SAEA] Hl5-2 H 30.0%01H, 4~ 3.8%, FH 71.3%C]
o, 7]e} BAAARRS] HIS2 Bt 10.4%, 24 0.3%, 2|th 49.1%°]ck
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(Table 6)2 AFEA0| AH&E F8 WS 7 Hoi JBARE 543 Aol ¢
o 29HAR 15} 7hs AAA AR, 94 BIF, Bt A%, F 250 M
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‘FEATE IR vek 2ol SR YERHET ok M Ade ZaF &85
HHIZIS=7E 0.590 7H8Al A2 SAe] e 2359 = 27 Adides avke A
ofulgie.

m

(Table 6) Person Correlation

(1) () @) @ (6) 6) @) ® (©) (10)
(6)) 1
@ 08686 | 1
(3) | 0.6285" |0.4788**| 1
(4 ] 0.4839™* |0.4298** | 0.7174*** 1
(5) | 0.2887* |0.4505**| -0.0334 | 0.3998"** 1
(6) | 0.6664™* |0.7321%*| 0.3914"** | 0.4849"** | 0.3876** | 1
(7) | -0.1093 |0.1111%*| -0.3679 | -0.093** | 0.3853* | 0.1867 1
(8)  |-0.2496**| 0.1105 |-0.4955***|-0.2684***| 0.3193"** | 0.0581 |0.4849***| 1
(9) | -0.0029 |0.1974™ | -0.1595™ | 0.2137*** | 0.4133*** |0.3231**| 0.4625**| 0.3772"** | 1.0
(10) | -0.0397 |-0.1400* | 0.2572"** | -0.0540 |-0.3027** | -0.0595 | 0.0518 |-0.3777***|-0.2106**| 1.0

Notes: (1)=Monthly initial premium, (2)=Active tied agents, (3)=Share of female solicitors
(4)=Average age of solicitors, (5)=Average tenure of solicitors, (6)=Total asset,
(7)=Solvency, (8)=HHI, (9)=Share of whole-life insurance
wEwk * represent the significance at the 1%, 5%, 10% level, respectively.
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A Ueht o Batgl= 4.092 Welh ts34/d0] $e8ise 52 ofd Zlos
SIQATE T2 HoflA o] 23t T EAIE thiAT SRS &3l ASRlt:
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ok&E] e; o A7 3R] EARI= 751l w, ol Wl i astel grEads 7

20 A% (Hausman test)= AAJoFT ske-25t A7 23t

I YO YT F 59

HHESALL| RSP AASE Jatofl DiXls &

p%k=0.0000). AF7H w,; = 0] gt

0%

QA (u,)0] Az, ST =0 A Yk AR (Coviz; 4, u; )=0)°] 12
55 5%(x*%4=29.98, p#k=0.012)014 71Z4=9]e}. FAF7Hdo] ghx] o] wiio] 2%
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(Table 7) Regression Results of New Contracts
Model 1 Model 2
Log(monthly initial Log(monthly whole-life
premium) initial premium)
Coeff. S.E. Coeff. S.E.
Log(active solicitors) 0.537*** 0.085 0.666™** 0.119
Share of female solicitors -0.002 0.005 -0.004 0.007
Average age of solicitors 0.040 0.024 -0.016 0.034
Average tenure of solicitors 0.025 0.039 0.064 0.055
Log(total asset) 0.347 0.240 0.046 0.333
Solvency 0.022 0.013 -0.034* 0.019
HHI -1.045™* 0.321 -0.088 0.448
Constant -1.420 1.235 2.568 1.747
Year(reference group: 2007) control control
Observation 146 146
Hy:all B;=0 , F(p) value 6.17(0.0000) 4.19(0.0000)
Hy:u; =0, F(p) value 4.59(0.0000) 7.02(0.0000)
sigma_u; 0.3338 0.6296
sigma_e; , 0.1563 0.2182
p 0.8200 0.8927

Note: **, ** * represent the significance at the 1%, 5%,

10% level, respectively.
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(Table 8) Regression Results of Channel Diversification(HHI)

Model 3: fixed effect Model 3: random effect
Coeff. S.E. Coeff. S.E.
Log(active solicitors) 0.045** 0.023 0.026 0.016
Share of female solicitors -0.003** 0.001 -0.002** 0.001
Average age of solicitors 0.016** 0.007 0.013%** 0.004
Average tenure of solicitors | -0.003 0.010 -0.001 0.009
Log(total asset) -0.119 0.073 -0.019 0.018
Solvency 0.001 0.004 0.000 0.003
Share of whole-life 0.150™* 0.066 0.220™** 0.055
f;fée of other protection | o) 0.094 -0.061 0.067
Company(referen | S&M dropped - -0.116 0.044
;oupi big 3) Foreign | dropped - 0.0827** 0.049
Constant 1.184** 0.264 0.318 0.221
Year(reference group: 2007) | control control
Observation 146 146
Hy:adlB =0, Fp) value 2.97(0.0004) 192.59(0.0000)
Hy:u; =0, Flp) value 1.68(0.0613) -
sigma_u; 0.1422 0
sigma_e;, 0.0436 0.0423
P 0.9138 0

Note: ***, ** * represent the significance at the 1%, 5%, 10% level, respectively.
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Abstract

This paper examines the performance of monthly initial premiums and
channel diversification across a sample of life insurers that operate in
solicitors (exclusive agents) organization from 2007 to 2016. While the size of
registered solicitors decreased by 1.7% per year, the size of active solicitors
decreased by 3.3% during the same period. The active rate of solicitors was
around 61.0% in 2016.

As the life insurers' dependence on new business has diversified into various
channels such as independent agency (GA), bancassurance, and direct
channels, the share of solicitors has dropped from 62.5% in 2007 to 42.6% in
2016.

Despite the downsizing of solicitors, exclusive agents are still an important
factor for new business. Panel fixed effect models represent that the overall
performance of new contracts increases by 0.537% when the size of active
solicitors increases by 1%. As the share of whole-life insurance products
increases, the degree of channel diversification decreases, indicating a
significant relationship between the product portfolio and the channel

strategy.

% Keywords: Sales Channel, Tied Agents, Diversification of Sales Channels
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