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Abstract

This study uses claim data from the automobile liability insurance of Taiwan to verify the
product quality hypothesis, which argues that the insurance broker or agent system can
provide better service quality to customers, and thus can coexist with the efficient direct
writer system. We depart from the viewpoint of claim service and consider two claim service
indicators: negotiation service of claim amount and efficiency in claim processing. Results
show that under the same degree of bodily injuries, the claim amount coordinated by the
insurance broker or agent is significantly higher than that by the direct writer channel. This
finding suggests that the insurance broker or agent outperforms the direct writer system in
earning higher claim amount for customers. The results also reveal that the capability of the
insurance broker or agent to earn higher claim amount for customers improves further with
the increase in the degree of bodily injury of the victims. We find no evidence of the
existence of a significant difference between different distribution channels in the efficiency
of claim processing.

[ Keywords ] insurance broker or agent system, direct writer system, claim amount
coordination service, claim processing efficiency
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EH = NG RE o HE5E = AR K S ERRR T e REE T AGTE
HE(E B A TEE ERUANE o ZRR EalpgRRE - ASCHEIR R Z B G 2 2 15 R afri s
LA R NRVEBE R AL EMETE R - (BB EA I EREGR -

— ~ BORTER

NS RE E VR R B A B O PR A B A O s i I B L o L R A i T
HE IR R e SRS R R - DU E A S0 B AR SRAR A B B IS AN DUR PR B AR
3 I L L o L B ARG PR AR T o A P S B B R A B

722 RyR RN BB IS B AR RGIL MR T & - R U (RELB S AR SRR A -
ASCHBPITEASETH  RE - A REF R AR R SRS =R - Sl | 7 #
BRSSP R B SR R - BURHEIRERE S - ATRE A HmEE IR - H
PRI R R - TSR = AU bR - SSRGREOTTE - BEHA S PORGREEA
HUNEFERAHEE  ARENVBEESRR > EREFEAREEE EZ R - 1TiE
BE T > PRI GE ES AL A CRAR AR TR B EEGIR = RER IR AS - (B BB A AE B
Z 5 o MR * - AR B OIERRRE A EREEEER - FilR
JiiH - REFRA R BERRE > 30-59 BRAYHL ORI AR SR iAo B = PR B S B
A BHUR 18-29 BREAK 60 s DA ERGH AR IR AR BERUEE SR - IR R B RE R Y H BT
FEE SRR & -

FEPESEETTHE > 1,500cc-2,000cc HPRELAE B A AA Y LB BEE S R R A
HURPERELE 1,500cc-2,000cc HYFTHEHEHRIFRPEARELE 1,500cc LU

EFMEE A - &SR B ISR AR L PR SRR RS - B SIS SR
JEZZE N EHE - RSB ERE A HEREAERRE AR - KRB ErIEE AR

17 ASCEAERIETE AR > RS —F 0-12 (A H NI R R E - ik | £ > 55 4F 0-12 {F
H N2 R R 2 A0S - HARMRILIEHE - PEAh - TR R - YRR SFE E S R 8.019 4F
[l SR L — i S A R (R B S B B R IS B SR E S - TR R RS S R IR EH 2 R =N
BT B A AR = A BT AP (R 55k 3 SEN YN - INEMEE S I S B R -
BRSO AR R RSP ER S 8.019 SR 2 iy A DU B 3% 47 & J& 20 H B RS b ek R8s b & S E S [
FUATEEES (2006a - 2006b) 5 BIBIE - (AL EBEDHNEE (2012) 5 EF5E (2014)] FEEBSH -

18 ASTHAREI BIEREAR LB R 42.5% » FHRFEIR AR E RV AN R Z AT S SRR
(R B IERIE RIRE - NILEERRY - 372 B IEE B A R R (KA R EE 2 DI M R b A
et PR SR U HAS M B R IS b i R A - AR EEE S = AE T - R R E S
HAFEVE IS B2 o M e PR BRI (R 2 T DA 22 M s ot (R By A & R AR RS R IE R - R AR STy
HRAREASEL B KA 3 SE B E NI B AR LLA Ry 31.66% - b L5 Bl — ik P4 5 B s i s 8 15 i
BB MERE A LB & [ EERATEEEES (2006a * 2006b) : ZRIEZE (2012) : TS % (2014) : &
&= (2014)] - EREEE = NFEE DI R i & FTET A A E B R A(E - DU Ry 3
LRI E - B R ILAIEE S R RS b M R iR b 5 (R 0 B ME LU e 2 & T RY -
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AIREEEER = HYEE SR o M T - J b B B S W AR S R O W T E R R AR A
PR B S - A AR R A AR R R A T B = PR RS - (BT
M > 50-119.9 E AR 50 H LU T3 - ARG EZ R B - i
120 & LA ERIRE - HoRGREAR LR B EA - B REETHE - AR
T = NI ARAS » B fR - 5 TBIERHE AR AT A B AANE > Toyota
FHERR IR AN KB = - A2 IS AR A LI B (R L K (R B A > Miitsubishi ~ Ford £
Mazda =FHRELEHRABZ S R REEA » Nissan B2 Honda fi% - TERIRAERAHARE
HEER -

) 2 AREAMIBERAR 2RO R

B FFEAREA (n = 67,459) IREEIEA (n = 1,214) BAEIOE t 8E
58 FAEE E58 ZAEE t{&
carage 8.019 4.862 9.633 5.016 =111
BM_coefficient -0.216 0.212 -0.206 0.179 -1.86*
channel 0.537 0.499 0.532 0.499 0.34
gender 0.425 0.494 0.433 0.496 -0.50
age_1 0.833 0.373 0.788 0.409 3.87***
age_2 0.121 0.327 0.158 0.365 -3.48***
engine_1 0.504 0.500 0.600 0.490 -6.75***
engine_2 0.181 0.385 0.139 0.346 4.13***
use 0.010 0.005 0.025 0.155 -4.40***
region_1 0.338 0.473 0.358 0.480 -1.41
region_2 0.315 0.465 0.227 0.419 7.31%**
region_3 0.018 0.132 0.014 0.118 1.12
car_price_1 0.448 0.497 0.395 0.489 3.79***
car_price_2 0.141 0.348 0.075 0.263 8.60***
car_price_3 0.079 0.269 0.118 0.323 -4.21%**
In_coverage 14.404 0.599 14.265 0.562 8.50***
brand_1 0.327 0.469 0.222 0.416 8.69***
brand_2 0.102 0.302 0.100 0.300 0.24
brand_3 0.118 0.323 0.140 0.347 -2.16**
brand_4 0.097 0.296 0.122 0.327 -2.66***
brand_5 0.060 0.237 0.054 0.225 0.96
brand_6 0.111 0.314 0.135 0.342 -2.45**

LR 1% BIREZIKEE © ** 3R 5% RYRAZE IKE - * LR 10% AIBRZE IKZE -

- Ryl — B OR B S O I B 52 i B I Y PR Pl 5 ot Bt 22 A
BAEMETTIHER NS FERE AR > RIOTHMEEERRGL IR E ' R iR
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S A I B Y e BEE G - DA N RIS T RE B A TSP B e i e - HLRGSRAT
3 AR - WFeE ARG & - BERRE TR RSB =R - K31
AP BB URE R T SRS T - PREEIE AR ES Y OR B 5 1 b AU B S - AR AT B
RZ(ER R BOEES - (HRERGTEE 2R > BUREMERabiaRE ~ - &
P S AN YRR I A RE FR RE T  HU B <5

I’ 3 1THAIE IR AR 2 MUl R

= REGFEAES (n = 646) BEIEHEBIE (n=568) BAFHHtEE
FH8 IRAEE EHE IRAEE t{E
Ln(claim_com_amount) 8.860 0.062 8.982 0.069 -1.37
Ln(claim_vol_amount) 10.390 0.057 10.211 0.059 2.18*
claim_time 99.040 72.073 103.701 72.624 1.12
carage 8.231 4.658 11.227 4.936 -10.83***
BM__coefficient -0.182 0.205 -0.234 0.140 5.26***
gender 0.387 0.487 0.484 0.500 -3.42%**
age_1 0.776 0.418 0.801 0.400 1.09
age_2 0.172 0.378 0.143 0.350 1.40
engine_1 0.613 0.487 0.585 0.493 1.01
engine_2 0.101 0.301 0.183 0.387 4.10*
use 0.034 0.182 0.014 0.118 2.30*
region_1 0.221 0.416 0.512 0.500 -10.94***
region_2 0.260 0.439 0.188 0.391 3.01***
region_3 0.012 0.111 0.016 0.125 -0.51
car_price_1 0.469 0.499 0.310 0.463 5.76***
car_price_2 0.081 0.272 0.069 0.253 0.78
car_price_3 0.074 0.263 0.167 0.374 -4.95***
In_coverage 14.362 0.587 14.156 0.512 6.51***
brand_1 0.159 0.366 0.294 0.456 -5.62***
brand_2 0.090 0.286 0.111 0.314 1.22
brand_3 0.167 0.373 0.109 0.312 2.95%**
brand_4 0.116 0.321 0.129 0.335 -0.66
brand_5 0.085 0.279 0.018 0.132 5.49***
brand_6 0.181 0.385 0.083 0.276 5.16***

B FREFIGEESEARESRKERNFEIIE A 2666208 1’ MEEFEREMNTEEA
27052.71 7T » FIRMER R = AEEREIIRRE S MBI RIRERAYFI98UA 93099.90 7T iERE
FEBIRTIHEE 84636.97 JT © 7£ 1,214 FIRREZRAAH - 58HIFIERES%E (claim_com_amount)
198 A 26844.85 » 1Z#EE A 90456.79 5 EEFE = A EEIEESEE (claim_vol_amount) B3
19805 89140.31 5 E#E 3 183331.45 5 claim_time AUTEISEA 101.221 » E#EE A 72.339 o ***
KRR 1% AIFEZE IKEE o ** 1K 5% BIFEEIKZE o * (KFR 10% MIFEE K o
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HAMHE— 2 PR S T b AU P S < AR B PR A S (i B ISP 5~ TR Py B A < B
KE - RS AGHEES PR S S A E A BUR 1N 5% VB /KYE TS S s B
EERIORER - (sl b BRI s AR K - RIS AGRE X E N RS REEI AR E
P IR 2 E ARSI RN E - RS AERRESNEERE = ANE TR
BT AAR e DL (R B U RE I B F IR s W (R b B S < 2E -

AR AE PSS P RS IR BRI - PRl 2 ) SV 2 e P O B S (U B O B R 2 1
P 75 RS P e (R L o B R A BRI 2~ (HRS B TR R B 72 5 - A
PRICRI R E B A AR s TR B > ORI IR T - ERAF I theE T - B A
PR i G R B B B e AR B SR R EL PR s BE R - AR AR B IS S (R A R LA
b CRBE A GE B IR AT B % BE S T BOE Y B RS 2 (R R BT ] - P P At
FEHIEE - ATy - PREEASAGHEES B AR B AL B 2 Bl b B (AP 3
JER A SR P RE B R 0T B A PR IR 22 (U 1) B e g R (U BRI A B - B9 R BT | - R
b A S Y CR BRI B R B R AU R BRI S A S R R B - BUR RIS
WEAE LR = F P FBREVESR - M - REAEGERTI B IR ILREE
RN E R B - il - FOETT SE RS R AR EE R A AR ZEAHE 30-59 Bk
FEIE - NEBERARILE B AR RE AR - 5[ZEPBAELE 1,500cc-2,000cc HIi
- GREEACE SIS S R B BOE R - (ERERE AR I HE R EE R AE
2,000cc PA_E Bk BEEEE S L RS AU ES - AR MRS  stle » B - BERR
B AR - PREE RS A S B B U R (R TR R = R
AR NARERRE S -

o~ R Ay RS R

1E E—ERgER A - SREERR A BT RERR MR (ERYHE B AR S S E - AT RE B
NEHITTHEEE T - R ARES B BRI I S Y B IS e 3H DU G R =R A3
B 2 s PRI R » AR T S It B 3 5 R 5 A S T RE R/ AE N AR M T O R A =5 B
fE SRR » AL Hausman Test HY 2 #EET 8 A0 A i i i 2 152 Bl i TE PR B iR 75 418
EETIAAENEN - 3 ¢ fatE7% ATEEE - BRI i et - I mpg s
R B IS IR TR PR N AEME - RUPRA & (2SLS) {51 - BILAT M i a5 1
EAAFEIIE R GE - B EAaR N EEE - A2 W —FE (OLS) WIGEHEE » FiM
TE 5 — P& B i U0 A P HA A AR R 2 8 (X) ¥ channel HE1T Probit SEEF{HET » Il
HUf5 channel BI{fiE1{E (channel hat) » 1 DAFOR T H A ELHTT Hausman Test » HAf E S
BT 4 BR324 1 Model 1 2 Model 3 BY 2 fiatEAEE HE 23 - BEE/KAESH
F50.1~0.05 PLK 0.01 Z NEIAE AFER&IE - JRBISRAETEAE YN MR AR I (R - B
WAEMEIRERANFAE » RIHLER 4 R AT A R B R (R B HE D R 23— P OLS 1Y

[CREEESE
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*R 4 BRERKEES TR
FEFERR ] Model 1 Model 2 Model 3
coefficient coefficient coefficient
Intercept 9.6782%** 11.1159%* 85.5124
(1.5358) (1.4229) (72.1092)
channel 0.0475 0.3457+* 4.4959
(0.1012) (0.0938) (4.7539)
carage 0.0230** 0.0118 0.4058
(0.0112) (0.0104) (0.5262)
0.1797 -0.1846 -4.2751
BM_coefficient (0.2683) (0.0921) (12.5998)
0.1165 -0.2104** 6.2826
gender (0.0994) (0.0921) (4.6652)
age 1 -0.0262 0.0162 5.8854
— (0.2053) (0.1902) (9.6398)
age. 2 -0.2691 -0.2262 2.1590
(0.2386) (0.2211) (11.2053)
ongine. 1 0.0287 0.2608** 5.6562
(0.1221) (0.1132) (5.7312)
ongine. 2 0.3022 0.4528* 13.6682
(0.2044) (0.1895) (9.5991)
. 0.2621 0.2738 -5.6618
(0.3561) (0.2934) (16.7223)
rogion_1 -0.0911 0.1295** 16.0294***
- (0.1219) (0.3300) (5.7241)
region. 2 -0.5337** 0.1934* -6.7258
— (0.1264) (0.1130) (5.9329)
region. 3 0.2018 -0.1082 11.4751
— (0.3864) (0.1171) (18.1410)
car price. 1 -0.1955* 0.1042 -3.1608
—price_ (0.1251) (0.1159) (5.8730)
car price. 2 -0.3748* -0.1280 -26.5061**
—price_ (0.2378) (0.2204) (11.1677)
car price.3 -0.2743 0.2405 24.0610*
—price_ (0.2435) (0.2256) (11.4338)
In_coverage -0.0365 -0.0769 0.1406
(0.1072) (0.0993) (5.0314)
brand_1 & brand_6 {hEt#5 R R - - -
Hausman test y? 10.51 5.79 2.96
= 1,214 1,214 1,214
Adj R? 0.0257 0.0163 0.0158

S IIEEABIEER T RTR 1% AIREEIKE o KR 5% MREZE KL - * (KK 10% WWAEEE KL -
Model 1 BYEREFEEEY Ln(claim_com_amount) ; Model 2 BY#ERRXEEIEN A Ln(claim_vol_amount) ;
Model 3 BUtRARIEEIE S claim_time - £735}BEC B HE 23 HREAZE 7KZE 0.1, 0.05, 0.01 RIERF{E SR
2%7(223,0.1 =32.0, 75223,0.05 =35.2, 1223,001 =416 -°
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ASELAN 43 BILME R 55 = N T8 AR 1 B 5 < B D R B % 2 {1 i PR P A3 1 e Rt
Tl NI EANBEGEE 2SR EEEE S A AE TR
FALUS IS R BRI A - FAMYSThs E RO TH RS T sm i b SRS AT
BEZEE > DUNE NEBTIER (1) » HAERA15R 4 B9 Model 1 AR © FHZE 4 Model 1
HOMEETHE R O] DAZEBR » 175 38 i B o 1] b B 5 < 0 R 2T A TR RS - SR IREE
RO 5% i T 5 3 B By o i B B S R G BRI B A2 5 UG SRR 4 R
ASEITEL M E RS o RREARNEITH A RS FRYERS M - 2 FEANBEGIEERE
AHEEZ H - 0B A BEE I TE R (2) #E (3) » HAEHSRANSE 4 1Y Model 2 Eil Model 3 Fiis e
Model 2 HYTT$H38 % 2 B ER AR B TR SR BURE B /K YE 1% 2T » TiE R e e =
b PR B o AR S BUMU AT R (AR - FLAS SR AR B R B A CE S B S e S S E
A L BB BES ZE 0 - A Model 1| B EZRE T EEEZEANEEGEELER
TEITPHEEE NS E S 2 - Ik Model 2 FUfEET#E 5B SE (b 18 AR 12
%% B R RE R BB TR S B S <

FHEIEE Model 3 WUSETASIR - AT DAFEER 1T 5 i % B 2 s 2 (R B IF R0 A5 230
FEERATR - PUASSREEZR 2 AU « i FUARS SRAEIR] - BEURAEEH] H (BT
DB B B B B B SR I Y2 AT W T s L R IS A W ] P B S S (R SR R - T
Model 1 Z Model 3 BIfLEHERA - B AATH - FEHERIZEANBERER - s
RS ASAOE B AR N H % BB R (E MM B R R S B A W EN F RS - AmTE
FHEE AR B A CREE AR AN RAIA S AT TR - BAA IR EOE  CE R
HIRE

546 A —EREESESE - ASORERG R — B RRAELERTT RS OF
Fo[Fl—mps - (HAESEHEE T SH - HRERERRRELD - RE S - HiiHEE
REE IR — RIS BRI T IRASHA T B ORER N FIR 5288 7B 225 R E A R A AU
B - HomEA A R IR B b T SRR R 2 S - U E A R S SRR RS
PRAGERES - IR FER T REEASAGERE 2 Rl » ASGE— SRR RCE IS
53 Ry RS IR ACE BE B E H g SR AR AU S (B E— R SRITIREEARATFD) - Wiy
BT B O AGE B R S F R p O MO BS B R BRI R o3 A - EAG SRR 4 /Y
Model 1-Model 3 FUFESRAEAEE v » BURERGRAEEIFHERG RS (F R
RITRRAT) HEEEFIER SR EZER EEE - RS IE

19 ARSI ORI A G S 1k 3 Ry BE P R A UL I E B g PR A A QRS A B - W03 BT SR PR (B IR g
RSB EESEENER (2) ~ 3) ~ () NAVEESHET - FERIVAREUR - EWISR RS T - (&
TS S S T o (5 L B < A S B RS, TE IR 5 ) o 2 < A 5 2 (7 T P RO B 17 5
PEIGAGEA G R - RS R EEER 3 SR CR B RE GE g BB R (i S R SR — 2 -
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Ry B R RARBYRAP - BIEEE g AR QLI E s (RIS AU B B R B A mIROZ & - (HME
1SRRERYE - R R RELIEE R RS U T AT S A RIMA R A =FEE T R R
B3 2 ARG — 20 7 DU e i O B | P DR AR T S s S B P s <= AR 30
B CREUEY - R LSRR B (R AU RE D > 1T IR ER (R 5L (@) = 0.416 » p-value <
0.01) ZHHRAE LI FH R RASCEF G AR EL () = 0.243 » p-value = 0.073) » BE/REE
r R AR TSRS AL - HH R A FIR B ) — R B S IR s i CR A Y
=7 Vil

= PRSI

AR R R RIS IR E N R S g S 2 E AN GEE RS MR
15 FRAMTET o i e B RS < BRI R PR AR U B 50,000 TTLA B R DU RA(ERE#E - M55
FIERTEE T AT BT TES (2) ZESS (4) FUEEFREZ - #EARA0FE 5 5k 6 Fk -

7% 5 Fyumlf E R S E(EFR 50,000 TLAFRE ZEE AT - FAMEIER S #{T Hausman
Test 2K A BT 58 & B B AR B RIS S AAAE N AETE » 7E Model 1 22 Model 3 H » H
o ETEFEIECRE AR » B RNAEMRR AT E BSR4 AT A R gy
HAE B SR HE A LL—E OLS ZRA55T -

Model 1 Z Model 3 BikFHITEZN (2) £ (4) BEFHFER - 1 Model 1 H1 - 1785
S A B AR B R 2R BEE AL - ARBATE LS TR T i B IS R R 2
N B 5 P P NI B 5 5 R Modlel 2 1 - 17815 R S B (R B B /K e
1% 2 N E2ERIEEBEERIR - HEE Model 3 HISRE BEZ GG - IhiS R EEBEEAREH
FHEIBIRE SR » CREEASAARIBRAE S = AN BT ry S S A A R IS S8 FGEE
77 B BB IS = iR B R R R B IR -

R EHE TSR RS S ZEE L 50,000 TCAVEERS - EL Hausman Test BYRE E S
RATARRRETEFR YN AU S REY - B NAEMRE A EAE - B 6 FATE
TR B B AG ETE IR A—FE OLS 2K fdET » MFEIEMITIER 2) 2 (4) WEHR
% 6 ) Model 1 Z Model 3 ° Model 1 ZE Model 3 17558 & 0038 B A B 5 545 SR A 2B
4 [ 3R 5 HURER—E - BREKER - NE B 2R E T S 2R
57 RS s (B B EE RS R BT A A (4 Rlsas i — B B s - &
FEF RIS AR — RO (B ARG R R -
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3% 5 saIPRIERE £ FHIER 50,000 T ZBEF DR

FEFERRZ] Model 1 Model 2 Model 3
coefficient coefficient coefficient
Intercept 8.5632** 11.9868*** 117.3433
(1.3014) (1.3939) (72.4373)
channel 0.0419 0.3101*** 6.0285
(0.0871) (0.0934) (4.8493)
carage 0.0173* 0.0086 0.0545
(0.0095) (0.0102) (0.5296)
-0.1863 -0.6514** -10.2528
BM_coefficient (0.2367) (0.2535) (13.1733)
-0.1241 -0.1493* 1.2251
gender (0.0843) (0.0903) (4.6925)
age.1 0.0736 0.0532 8.9003
= (0.1775) (0.1901) (9.8787)
age. 2 -0.0808 -0.1704 7.5371
(0.2053) (0.2199) (11.4284)
ongine. 1 0.0007 0.1574 5.2761
— (0.1036) (0.1110) (5.7653)
. 0.1917 0.3278* 12.4123
engine_2 (0.1703) (0.1825) (9.4782)
e 0.1596 -0.0414 -3.3840
(0.3003) (0.3217) (16.7158)
region_1 -0.0264 0.2160* 22.2699***
— (0.1034) (0.1141) (5.7582)
region. 2 -0.4512%** -0.0667 -6.7371
— (0.1065) (0.1141) (5.9289)
region. 3 0.4319 0.3229 71171
— (0.3221) (0.3450) (17.9287)
car price 1 -0.1507 0.0711 2.7718
—priee_ (0.1067) (0.1142) (5.9367)
car_price. 2 0.2715 0.0386 -25.0626**
—price_ (0.1997) (0.2139) (11.1161)
car_price. 3 -0.1305 -0.1700 22.6871*
—price_ (0.2071) (0.2219) (11.5302)
In_coverage -0.0060 -0.1581 -2.6235
- (0.0909) (0.0974) (5.0616)
brand_1 Z brand_6 {45 #5R Z & - - -
Hausman test »? 5.96 5.20 4.16
geE 1,033 1,033 1,033
Adj R? 0.0260 0.0147 0.0207

S IHEEABIEER R 1% AIREE IKE o KR 5% RIREZE KL - * (KK 10% WREZE KL -
Model 1 BUEERFEEEY Ln(claim_com_amount) ; Model 2 BY#EERFEEEEN A Ln(claim_vol_amount) ;
Model 3 BY#EARIEEEE S claim _time - £ BEC B E/E 23 HREEE K 0.1, 0.05, 0.01 MERFR{E 5!
2%7[223,0.1 =32.0, 75223,0.05 =35.2, 75223,0.01 =416 -°
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3% 6 EHIFEIERE € SR 50,000 T ZiBERDHTIR

FEFELFE] Model 1 Model 2 Model 3
coefficient coefficient coefficient
Intercept 13.9554*** 3.8662 -137.9680
(1.7678) (4.3757) (220.4261)
chanmel -0.0999 0.5302** -2.5839
(0.1081) (0.2675) (13.4767)
carage -0.0106 0.0174 0.7426
(0.0132) (0.0326) (1.6425)
0.5341%* 1.2187* 1.0256
BM_coefficient (0.2292) (0.6416) (32.3207)
0.0703 -0.3693 45.0470***
gender (0.1141) (0.2825) (14.2312)
0.4444** 0.2211* 10.4646
age_1 (0.2197) (0.5438) (27.3958)
age. 2 0.2511 0.1955 2.3187
(0.2628) (0.6504) (32.7641)
ongine_1 -0.0530 0.7229* 1.4847
— (0.1405) (0.3479) (17.5242)
. 0.2673 1.2719* 34.7999
engine_2 (0.2885) (0.71425) (35.9753)
e 0.3026 0.9448 -48.1407
(0.4098) (1.0144) (51.0995)
region. 1 0.1190 0.4283 2.7723
- (0.1460) (0.3613) (18.1992)
region. 2 -0.1482 0.0503 13.2514
— (0.1594) (0.3945) (19.8721)
region. 3 -0.4068 0.1231 -29.0663
— (0.5027) (1.2443) (62.6792)
car price. 1 0.0337 0.6693* 4.6377
—price_ (0.1425) (0.3527) (17.7667)
car_price. 2 -0.3754 -1.1560 -65.0584
—price_ (0.3320) (0.8217) (41.3950)
car price. 3 -0.1492 -0.6500 -34.7713
—price_ (0.3135) (0.7759) (39.0851)
In_coverage -0.1799 0.4705 16.6397
- (0.1221) (0.3022) (15.2208)
brand_1 & brand_6 {hEt#5 R ZER - - -
Hausman test »? 0.06 0.07 0.07
#E(y 181 181 181
Adj R? 0.0132 0.0779 0.0659

S IIEEABIEER T RTR 1% AIREEIKE o KR 5% MREZE KL - * (KK 10% WWAEEE KL -
Model 1 BYEREFEEEY Ln(claim_com_amount) ; Model 2 BY#ERRXEEIEN A Ln(claim_vol_amount) ;
Model 3 BUtRARIEEIE S claim_time - £735}BEC B HE 23 HREAZE 7KZE 0.1, 0.05, 0.01 RIERF{E SR
2%7(223,0.1 =32.0, 75223,0.05 =35.2, 1223,001 =416 -°
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Program of Finance, Feng Chia University

1. Introduction and Literature Review

In Taiwan, distribution systems of the insurance market are composed of direct
underwriting and insurance intermediary. The direct writer channel can sell policies only for
one insurer. The insurance intermediary® acts as the broker and independent agent, and can
sell products for various insurers.

The issue of the coexistence of distribution systems has motivated researchers to
contribute to insurance literature. Some studies®' highlight the relationship between the
insurer and the agent, whereas others®* focus on the relationship between the insured and the
agent. Past literature has two types of hypotheses to support the coexistence of distribution
systems. On the one hand, the market imperfect hypothesis claims that because asymmetric
information exists in the insurance market, clients cannot be aware of the differences
between the service qualities of different marketing channels. As such, an inefficient
insurance intermediary can still remain in the insurance market.”? On the other hand, the
product quality hypothesis states that the insurance intermediary can offer better service
quality than the direct writer channel. As a result, the insurance intermediary, which

represents an expensive channel, can continue to exist in the insurance market.

20 In product quality hypothesis, the term of independent agent or insurance intermediary is used in most
cases to represent insurance brokers or brokers channel. However, insurance agent and insurance broker
are defined differently in the insurance law in Taiwan. to avoid readers’ misunderstanding, this study
replaces the term of independent agent with insurance broker or agent to fit in with the actual situation in
the insurance market in Taiwan.

21 Joskow (1973); Cummins and VanDerhei (1979); Barrese and Nelson (1992); Blair and Herndon (1994);
Barrese et al. (1995); Kim et al. (1996); Regan and Tennyson (1996); Regan (1997); Berger et al. (1997);
Klumpes (2004).

22 Posey and Yavas (1995); Kim et al. (1996); Posey and Tennyson (1998); Venezia et al. (1999); Trigo-
Gamarra (2008); Eckardt and Réthke-Doppner (2010); Hsieh et al. (2014)

23 Joskow (1973); Klumpes (2004).
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For the product quality hypothesis, some studies have focused on the analysis of cost
efficiency. For instance, Barrese and Nelson (1992) believed that independent agents could
acquire higher commissions because independent agents can handle the agency conflict
between the policyholder and the insurer with better service and in a more efficient manner.
Berger et al. (1997) also refuted the previous finding which stated insurers who adopted
independent agents had a lower-cost efficiency. Instead, they believed that insurers must pay
a higher commission cost to compensate for the results of the better service quality provided
by independent agents.

Another stream of literature highlights the aspects where the insurance intermediary has
superior advantages in light of service quality. For instance, Posey and Yavas (1995) believed
that the independent agent had better insurance expertise and that they could offer insurance
consulting services to their clients. As a result, clients with higher search cost would prefer
an independent agent for their insurance, and those with lower search cost would prefer the
direct writer channel for their insurance. Trigo-Gamarra (2008) found that prior to insurance
purchase, the insurance intermediary could offer better insurance consulting and risk analysis
service.

Other studies also discuss differences between the claim service qualities of the direct
writer and insurance intermediary channels because the insurance intermediary has the rights
of clients. In cases where the insurer is not handling their claim cases well, clients may
switch their business to other insurers. In so doing, insurers are urged to offer better claim
services to clients of insurance intermediaries (Barrese et al., 1995; Kim et al., 1996; Berger
et al., 1997; Venezia et al., 1999). Venezia et al. (1999) believed that if independent agents
could offer better claim service quality, then information asymmetry may exist between the
insurer and policyholder.” In separating equilibrium, high-risk clients would prefer
independent agents for their advantageous claim service. By contrast, low-risk clients would
choose the direct writer channel. Hsieh et al. (2014) verified the prediction of Venezia et al.
(1999) and supported the existence of information asymmetry hypothesis in the auto
insurance market of Taiwan. In prior literature, some empirical studies support the product

quality hypothesis®, whereas others do not.*

24 Venezia et al. (1999) believed that information asymmetry existed in channel choice and accident risk
between insurer and policyholder.

25 Barrese and Nelson (1992); Barrese et al. (1995); Kim et al. (1996); Berger et al. (1997); Posey and Yavas
(1995); Posey and Tennyson (1998); Trigo-Gamarra (2008)

26 Joskow (1973); Etgar (1976); Cummins and VanDerhei (1979); Klumpes (2004)

140



SEREERE F27 5528 0

2. Contribution

This study continues the discussion on product quality hypothesis in terms of claim
service and proposes two contributions. First, we verify whether insurance brokers or agents
offer better claim service quality than the direct writer channel using claim data of Taiwan’s
voluntary auto third-party liability insurance. The results can compensate for the research
gap of past studies, which did not directly provide the evidence of claim service quality.
Second, the current study complements the prediction of Venezia et al. (1999) and the results
of Hsieh et al. (2014). The study also provides evidence for the phenomenon of the product
quality hypothesis and information asymmetry hypothesis coexisting in the insurance

market.

3. Data and Findings

This study obtained claim data of insured individuals on compulsory auto liability
insurance and voluntary auto third-party liability insurance from a large insurance company
in Taiwan. In total, 1,214 claim samples were used to verify whether insurance brokers or
agents outperformed the direct writer channel in terms of claim service in voluntary auto
third-party liability insurance. This study viewed claim amount and claim processing
efficiency as claim service variables. In considering the endogenous problem, which may
exist between claim service variables and marketing channels, we adopted a Hausman Test to
deal with the endogenous problem. Our results showed that in voluntary auto third-party
liability insurance claim cases from insurance brokers or agents, on average, each case was
NT$8,463 more than the direct writer channel in terms of claim amounts. These findings
propose that under the same degree of body injury, the claim amount coordinated by the
insurance broker or agent is significantly higher than that by the direct writer channel. This
result suggests that the insurance broker or agent outperformed the direct writer system in
earning higher claim amount for customers. The results also reveal that the capability of the
insurance broker or agent in earning a higher claim amount for customers rises further with
the increase in the degree of body injury of the victims. With respect to claim processing
efficiency, even if the injury degrees of injured persons were controlled, the study did not
find any evidence to support the view that insurance brokers or agents were better than the

direct writer channel in terms of claim service quality.
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4. Research Limitations

This study verifies that insurance brokers or agents can assist their clients in gaining
higher claim amounts than the direct writer channel in terms of voluntary auto third-party
liability insurance. However, because of the lack of data, some restrictions were found. For
instance, we could not observe the accident liability of the insured, as well as whether a
claim case proceeded to litigation. As such, we could not take these factors into account. In
addition, all data come from an insurance company. We did not have large samples available
to support the view that insurance brokers or agents can assist their clients in expediting the
handling of incidents. We could also not verify the existence of any difference before and
after rate liberalization in terms of claim service. For this reason, we suggest that future
research obtain data from 2007—2012 and verify this issue using the following two periods,
namely, 2007-2009 and 20102012, or before and after the liberalization. This adoption

might provide more support to causal inference.
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Intercept -6.5342%* 7.2785%* -1.0256
(1.3410) (1.4633) (3.7726)

carage -0.0377** -0.0379%* -0.0382
(0.0097) (0.0107) (0.0275)

0.4968* 0.5328" 0.4440

BM_coefficient (0.2558) (0.2856) (0.5843)
-0.2153** -0.2064** -0.2355
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age. 2 0.6097*** 0.6721*** 0.3347
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