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Main Topics for Today’s Lecture
\

¢ How the sales personnel channel became the major
channel of Japanese life insurance business?

¢ Is this channel already out of date?

¢ What is new in the distribution channels of Japanese
life insurance business?
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Three Major Periods

‘\

4 Pre-war Period: 1881~1937

¢ Stringent Regulation Period : 1945 ~ 1996

¢ Financial Liberalization and Deregulation Period: 1996 ~
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Corporate Forms in Life Insurance Business:

Government—Owned, 1

Chohei Mutual, 1 j

Chohei Stock, 3—_

Stock, 27
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re-war erto: gg ~17

Corporate Forms in Conscription Life
Insurance Lines

R

¥ 3 Stock Companies

1899 Daiichi Chohei, 1911 Nippon Chohei, 1922 Kokka Chohei

€1 Mutual Company

1923 Fukoku Chohei
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Corporate Forms in Ordinary Life Lines

‘\

¥ 27 Stock Companies
¥ Major Three: 1881 Meiiji, 1888 Teikoku, 1889 Nippon Life
@ Mid-size firms: 1893 Taiyo, 1894 Yasuda, 1900 Toyo, 1903 Daido,
1907 Sumitomo, 1914 Mitsui Life etc.

€7 Mutual Companies
® Major Two: 1902 Dai-ichi, 1904 Chiyoda Life
@ Small firms: 1908 Kokko, 1910 Tokai and Horai, 1913 Chuo,
1919 Nippon Ishi Kyosai
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Corporate Forms in Ordinary Life Lines
‘
e

©® Government-owned Industrial Life Insurance

® Started from 1916

¥ Industrial life insurance business in Japan was monopolized
by the government until Oct 1946 when the Industrial
Assurance Law was revised.
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BT PO R
Government-owned vs. Private Corporations

@Growih RateloiNew RPolicies

.

_ Government-owned business Private Corporation
Fiscal Year Number Amount Number Amount
1916 10.5 18.8
1917 88.8 64.0 28.2 31.7
1918 15.5 36.6 36.2 40.0
1919 0.9 8.9 34.2 50.2
1920 34.2 45.9 -4.0 6.3
1921 47.0 51.7 -10.8 2.4
1922 31.5 45.2 2.4 12.0
1923 -7.6 1.5 -3.0 1.2
1924 36.8 41.7 27.8 32.0
1925 29.8 18.1 19.5 23.0
1926 0.3 2.1 -6.5 1.1
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Major Distribution Channels

‘\

¢ Monopoly Era of Stock Form: 1881 ~1902

v Agency Channel was most preferred.

¢ Emergence and Growth of Mutual Form: 1902~

v Sales Personnel Channel started being developed by the
mutual companies.

¢ Prevalence of Sales Personnel Channel: 1920~
v Adopted by Meiji Life" as a major distribution channel in 1920.

* The first Japanese modern life insurance company, established in 1881.
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Monopoly Era of Stock Form: 1881 ~1902
‘\

® Agency Channels consisted of bankers and local celebrities.

v Utilization of their social influences

© Two major functions of agency channels at the time.

v’ Solicitation Insurance
v Premium Collection

¥ Commission-based Pay

® The Agencies became more interested in premium collection.
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Marketing Strategy of Mutual Companies

‘\

@ Promotion of Mutuality

¥ Dai-ichi Life
Sales Personnel Channel Only

¥ Chiyoda Life
Sales Personnel Channel + Agency Channel

© JIANG



Expense Ratio Difference among the

Major Companies
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Mutual Form’s Performance in Market

Share Growth
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Note: Market share calculated by the amount of contracts in force at the end of the year(%)
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@ Meiji Life
¥ Sales Personnel Channel became the Major Channel since 1920
December

@ Teikoku Life

¥ Started developing Sales Personnel Channel since 1912

@ Declared the Sales Personnel Channel as its Major Channel since
1926

@ Nippon Life

¥ Started developing Sales Personnel Channel since 1908
¥ Declared the Sales Personnel Channel as its Major Channel since
1926
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Legendary Sales Agent Kokichi Watari
from Dai-ichi Mutual Life
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Source: The Dai-ichi Mutual Life Insurance Company -- 100 Years of History, p.36
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Reconstruction Period: 1945 ~1957

Life Insurance Industry aftermath of wwil
S S
-

¥ 13 Stock Life Insurance Companies Mutualized

o ——

€16 Mutual Life Insurance Companies

¥ 4 Stock Life Insurance Companies

¥ Stringent Price Regulation
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Reconstruction Period: 1945 ~1957

Mutualization of Life Insurance Company

E@;:; 1.4 t!i"h
etzr"! :ﬂ"ﬂk ' -

(91 0 OISR RS B -

Source: 100 Years of History of NISSAY, p.169




Reconstruction Period: 1945 ~1957
Life Insurance Awareness Month:

since 1947
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Reconstruction Period: 1945 ~1957

Prevalence of Installment Insurance by
Private Company

\

@ Deregulation on Industrial Life Insurance: 1946 October

@ First Launch of Installment Insurance by Private Company,
Meiji Life in 1948 November

¥ About the Installment Insurance

CIMonthly Installment Deposit

[ Introduction of Debit System Modeled on U.S. Prudential Life
— Insurance Solicitation & House-to-house Premium Collection
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Prevalence of Installment Insurance by

> Company
\\

¥ Installment Insurance

ex. Nippon, Sumitomo, Asahi Life in 1949

@ Debit System
ex. Nippon Life in 1953, Sumitomo and Asahi Life in 1954,
Dai-ichi Life in 1958

& Door-to-Door Sales

€ Emergence of Female Sales Agents

© JIANG 20



Rapid Growth Period: 1957 ~1970

Emergence of Female Sales Agent
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Source: The Dai-ichi Mutual Life Insurance Company - 100 Years of History, pp.60-61




Rapid Growth Period: 1957 ~1970

Emergence of Female Sales Agent
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Rapid Growth Period: 1957 ~1970

Emergence of Female Sales Agent
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Source: 110 Years of History of Meiji Life, pp.125, 165
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N

Emergence of Female Sales Agent

R —

€ War Widow Hypothesis
¥ Gender Advantages Hypothesis

¥ Labor Shortage Hypothesis
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Limits and Problems of Sales Agent

T

@ Limits of GNP

©® About the G-N-P

O Giri
] Ninjyo
] Present

@ High Turnover Rate
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Financial Liberalization and Deregulation

Period: 1996~

‘\

¥ Revision of Insurance Business Act

v’ Deregulation on Mutual Company’s Demutualization
v' Cross Entry Between the Life and Property Insurance Business

@ Diversifying Consumer Needs: ex. More Interest in such as

v’ Medical Service
v'Nursing Care Insurance

@ Progress of IT Technology

v Low Cost of Information Collection
v Easy Access to Necessary Information
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Recent Trend of Personal Insurance Needs

Number (10,000)
1400 1339
1,277 !
1200
@ others
1000 B Juvenile Insurance
@ CancerInsurance
800 @ Health Insurance
m Endowment Insurance
600 B Variable Insurance
B Term Insurance
400 B Whole-life Insurance with Variable Prospective Yield
B Term Whole-life Insurance
200 B Whole-life Insurance

2007 2008 2009 2010 2011

Source: Original Data from a Survey by Japan Institute of Life Insurance
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Survey Results on Reasons of Purchasing

a Life Insurance Policy
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Source: Original Data from a Survey by Japan Institute of Life Insurance,
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Survey Results on Distribution Channels

of Recent Life Insurance Policy Purchase
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Source: Original Data from a Survey by Japan Institute of Life Insurance,
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Thank you for your attention !

YING YING JIANG (Ph.D.)
E-mail: yycommerce@hotmail.com



