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A Study on the Expense Management of an Insurer
in an Era of Low Economic Growth

The Korean economy is expected to stay in low growth; in such an era of low
economic growth, interest rates, which have been declining over the last decade, are
also expected to stay low. As a result, the insurance industry will still have difficulties
in increasing the capital productivity due to the low economic growth and improving
profits due to the low interest rate environment, Therefore, insurers need to redesign
their business models which are optimized for higher levels of growth,

The report focuses on the operating costs of insurers, Size, sales channels, product
mix of an insurer are often viewed as cost drivers, However, the report finds that
expense level of an insurer is explained mostly by factors under management's
influence, rather than the insurer’s size or product mix, So insurers can take measures
which can have a meaningful impact on costs. The report explores the ways to reduce
the operating costs of an insurer, thereby protecting its profit margins, and create
platforms to handle future growth.

The report suggests that an insurer attain four critical objectives to improve profita-
billty and growth: (1) narrow cost gaps versus the low cost companies, driven mainly
by rent, advertising and information technology; (2) expand outsourcing horizons; (3)
reduce the number of products to streamline operations; and (4) leverage information

technology to improve sales force effectiveness and reduce costs.
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