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ABSTRACT

Life insurance is one of the most important sectors in
developed economies. It assists capital accumulation,
increases savings going into the economy, is a good saving
device, and employs a considerable number of people. The
individual affiliates with the society's resources in the
cases of emergency, by transferring the risk related to the

time of death to the insurer.

This study provides an extensive literature on life
insurance, including the concepts, history, development in
the West, problems of the sector in the developing economies,
marketing mix strategies and the present state of the life

insurance market in Turkey.

A three level field survey was carried out to gain insight
into the 1ife insurance marketing in Turkey. The data was
gathered during February - April 1994, through three
differeﬁt surveys, consisting of 15 insurance companies, 60

agents and 384 consumers.|

The Statistical Package for Social Sciences (SPSS) was
utilized to analyze data through Frequency Distributions and

Cross-Tabulations.

The major results of the study are:
Most of the insurers are not marketing oriented and do not
have formal marketing structure. Since the executives do not

consider marketing a major business function, they are



unclear about marketing mix strategies. Mostly, insurers
attribute all sectora]iproblems to consumers or agents.
Nearly unanimously, the managers perceive the consumers'

attitude to be negative toward insurers.

Agents expect to receive brochures, training and marketing
support from insurers, however, they do not get sufficient

documents and regular and frequent training.

Consumers' mdtives for purchasing life insurance are
perceived differently by consumers'and agents. In the study
the consumers are found to be aware of life insurénce'but
théy do not have information about it. Consumers' attitudes
toward life insurers, agents and products are negative.
Consumers' main expectation from a Tife insurance policy is
protection. Consumers prefer to purchase policies from
insurers or banks, and prefer to pay through diréct debitting

of bank account.

In the last part of the study, the implications are
summarized for life insurance companies, consumers, state

and for further research.

This research, being the first extensive academic study in
Turkey analysing the 1ife insurance sector, will serve

generative function for future research.



OZET

Hayat sigortasi gelismis Glkelerde en 6nemli sektorierden biridir. Is
olanaklari sadlamasy yaninda, sermaye birikimine yardimci olup, ekonomiye
giren tasarruflari arttiran iyi bir yatirim aracidir. Kisi olimin zamam
ile ilgili riski sigorta girketine devretmis olmaktan dtiri, acil

durumlarda toplumun kaynaklavrindan yararlanir:

Bu caligsma, zengin bir yazin taramasi kapsaminda hayat sigortasi
kavramlari, tarihi, batidaki geligmesi, gé]i§mekte olan ekonomilerdeki
sorunlar, pazarlama karmasi stratejileri ve Tiirkiye'de hayat sigortasi

pazarinin giincel durumu konusunda genis bilgi icermektedir.

Tirkiye'de hayat sigortasi pazarlamasi konusuna genis bir bakig agisa
kazanmak i¢in d¢ safhali bir pazar aragtirmasi yapilmstir. Veriler 15
sigorta sirketi, 60 acente ve 384 tiketiciyi iceren ii¢ farkly saha

caligmasy ile Subat-Nisan 1994 tarihleri arasinda toplanmistir.

Yanitlarin dederlendiriimesinde SPSS paketi uygulanarak frekans ve

ki-kare analizleri kullanilmigtir.
Galigmanin temel bulgulary asagida belirtilmistir :

Sigorta girketlerinin cogunda pazarlama yaklagimi ve belirli bir pazarlama
yapisi yoktur. Yoneticiler pazarlamayi temel bir §irkét fonksiyonu olarak
gormediklerinden pazarlama karmasi stratejileri konusunda kararsiz
bulunmuglardir. Sigorta givketi yoneticilerinin

¢odu sektorel sorunlary tiketici ya da acente kaynakli olarak
degerlendirmektedir. VYaklasik tim yoneticiler tiketicilerin sigorta

sirketlerine karsi tutumunu olumsuz olarak algilamaktadirlar.



Acenteler sigorta girketlerinden brogiir, egitim ve pazarlama destegi
beklemekte, ancak yeterli ddkiman ve egitim alamadiklarini

belirtmektedirier.

Tiketicilerin hayat sigortasi alma motivleri acenteler ve tiiketiciler
tarafindan farkli algilanmaktadir. Tiiketiciler, hayat sigortasinin
vartiginin farkinda olmakla beraber bilgi diizeyleri digiktir. Tiketicinin
hayat sigortasi sirketleri, acenteleri ve irinlerine karsi tutumlar

olumsuzdur.

Tikketicinin hayat sigortasi hizmetinden temel beklentisi korunma olarak
bulunmugtur. Tiketiciler poligeleri sigorta girketleri ve bankalardan
satin almay1 ve primlerini banka virman talimatiyla 6demeyi tercih

etmekteler.

Caligmanin son boliminde hayat sigortasi sirketleri, tiketiciler, devlet v

arastirmacilar igin yorum ve oneriler dzetlenmistir.

Bu calisma, Tirkiye'de hayat sigortasi sektdrinid irdeleyen ilk genis
akademik ¢alisma olmasindan otiri, konuyla ilgili bagska caligmalara 151k

tutacaktar.



TABLE OF CONTENTS

Acknowledgements
Abstract

Ozet

List of Tables

/CHAPTER 1. INTRODUCTION
- &1.1. Purpose
- 1.2. The Design of the Study
- 1.3. The Scope and Significance -
1.3.1. Life Insurance as a Way of Dealing With Risk
1.3.2. Life Insurance as a Saving Medium

¢ 1.3.3. Social and the Psychological Role of Life
Insurance

1.3.4. The Role of Life Insurance on the Economy
CHAPTER II. A REVIEW OF CONCEPTUAL AND EMPIRICAL STUDIES
ON INSURANCE MARKETING
:,2.1. Services Marketing'”M
2.1.2. Basic Characteristics of Services
2.2. Factors Affecting Life Insurance Services Market
c=2.2.1. Changesrin Consumer Needs for Life Insurance

-—-2.2.2. Changes in Consumer Awareness of Life
Insurance

- 2.2.3. Changes in Consumer Attitudes Toward Life
Insurance

2.2.4. Economic Volatility -
2.2.5. Changes in the Financial Services Sector
2.2.6. Changes in Technology

2.3. Marketing Strategies in Life Insurance

Pages

w o O, s N

10

10

13

13

14
15
16
17



2.3.1. Product Strategies 24

J2.3.1.1. Life Insurance Products 25
2.3.1.2. Characteristics of a Life Insurance | 28
Policy
2.3.1.3. Life Insurance Product Strategies | 32
2.3.2. Promotion Strategies 33
2.3.3. Distribution Strategies ° 35
2.3.4. Pricing Strategies ' 37
2.3.5. People Strategies \e. : 38
2.3.6. Physical Evidence 3 38
2.4, History and Development of Life Insurance 40
Marketing
= y2.4.1. History of Life Insurance - 40

+-2.4.2. Factors that Influenced the Development of 43
Life Insurance Marketing in the USA

£2.4.2.1. External Factors Affecting the Development 44
of Life Insurance

¥2.4.2.2. Internal Factors Affecting the 47
Developments of Life Insurance

%2.4.3. Problems Confronting Life Insurance Compan1es§ 51\
in Deve]op1ng Countries N

CHAPTER 111. THE LIFE INSURANCE MARKET IN TURKEY |54

3.1, The Deve]opment of the Life Insurance Sector in 54
Turkey

-J3.2. The Present Structure of the Life Insurance Sector 56

~¥3.2.1. Life Insurance Companies ' 57
~v3.2.2. Life Insurance Agents 59
¥ x3.,2.3. The Consumers 60

/3.3. The Role of Life Insurance in the Turkish Economy 63
3.4. The Role of Regulation and the State 63 .



CHAPTER TV. AN ASSESSMENT OF LIFE TNSURANCE MARKETING IN 67
TURKEY: A THREE LEVEL EXPLORATORY RESEARCH

- ¥4.1. Research Purpose 67
- yv4.2. Research Design : 61\
4.2.1. Insurer Level N ﬁ\lgg?;
 4.2.2. Producer Level 68
> 4.2.3. Consumer Level 69
> 4.2.4. Market Level 70
~4.3. Sampling Procedure 70
4.3.1. The Insurer Samp1e> 71
4.3.2. The Producer Sample 12
> 4.3.3. The Consumer Sample - 72
& 4.4. Data Collection Method and Instrument 73
4.4.1. Data Collection Methods 73
4.4.1.1. Data Collection Method for the Insurer 73
Sample
4.4.1.2. Data Collection Method for the Producer 74
Sample
.+ 4.4.1.3. Data Collection Method for the Consumer - 74
Sample
©4.4.2. Instruments Used in Data Collection 75
4.4.2.1. The Insurer Questionnaire 75
4.4.2.2. The Producer Queétionnaire 76
© 4.4,2.3. The Consumer Questionnaire | 78
oL 74.5.3. Variablesr Used in the Study . 81
X o (- 4.4.4. Analysis of Data 87
“CHAPTER V. FINDINGS OF THE STUDY 88

5.1. Findings Related to the Insurers 88



%

(3o B S S (S L &) B S . B S . B2 )

.
.

.1.16.

1,17
.1.18

.19

.1.20

. Factors that Hindered the Development of

the Life Insurance Sector in Turkey

. Major Problems of the 1ife insurance sector

in Turkey

. Perceived Advantages of the Turkish Life

Insurance Market

of the Life Insurance Sector

. Marketing Orientation in Life Insurance

Companies

. Basic Marketing Objective of Life Insurers

.7. Marketing Communication in Life Insurance

Companies

. Formal Markéting Structure
.9. Marketing Planning

.1.10.
1011
.1.12.
.1.13
.1.14,
.1.15.

Target Market of Life Insurers

.Market Research

Product Strategies

.Distribution Strategies

Promotion Strategies

Perception of Consumer Attitudes Towards -
Life Insurance Products and Life Insurance

Companies

Main Problems of Insurers Regarding the
Consumer

.Level of Automation
.International Arrangements

.Demographic Variables .

88
\

»

. Expected Role of the State in the Development 94

95

96™
97

98
99
99

100

100

102

108

111

112

113 -
113

114,

/’— 5\
.Summary of Findings Regarding the Insurers { 115 o

Findings Regarding the Producers

.2.1.
.2.2.

Structure of the Agencies Surveyed

Producer's Attitude Toward Their Occupation

e
g

117
117
119



5.3.

¢ b,
&5,

c4.5.3.5.

L 5.
A 5.

2.
2.

3.

« 5.3.

w W W W w

w

0 ~N O u:

.3. Insurance Ownership Among Producers

.4. Relation with the Insurer

.5. Producer's Criteria in Selecting a Life

Insurance Company

.6. Prospecting Methods Used by the Producers

.7. Producer's Perception of Consumer Motivations

in Purchasing Life Insurance

.8. Producer's Perception of Consumer Objections

to Life Insurance

.9. Producer's Perception of Consumer Attitude

Toward Life Insurance

.10.Producer's Understanding of Marketing.

.11.Producer's Expectations Regarding the Future

of Life Insurance Sector
12.Respondent Characteristics - Producer

13.Summary of the Findings Related to the
Producer Survey

Findings Regarding the Consumer

1. Respondent Characteristics - Consumers

2. Consumer's Level of Awareness Regarding
Insurance

.3. Insurance Ownership of the Consumers

.4. Percieved Benefits of Life Insurance by

Consumers

Reasons for Purchasing Life Insurance
Factors Affecting the Purchase Decision

. Reasons for Not Purchasing Life Insurance

. The Changes Required by Nonowners in order
to Buy Life Insurance

.9. Criteria in Choosing a Life Insurer

.10.Preferred Mode of Premium Payment

120
121

125

126
126

127

127

136
136
139

140
146

147

148

149

150

152
152



o 5.3.11.Preferred Point of Sale o 154

5.3.12.Sources of Information Regarding Life 154
Insurance
» 5.3.13.Saving Behavior of the Respondents 155
« 5.3.14.Findings Regarding Attitudinal Variables 162
of the Consumers
= 5.3.15.Future Security Sources of Respondents 165
¢ 5.3.16.Summary of Findings Related to the Consumer (/166/g;;nw |
Survey S
CHAPTER VI. CONCLUSIONS AND IMPLICATIONS 169
46.1. Conclusions and Implications Regarding Life 169
Insurers
» 6.2. Conclusions and Implications Regarding the 181
Consumers

6.3. Conclusions and Implications Regarding the State 182

:/6.4. Conclusions and Implications for Further Research 183

BIBLIOGRAPHY 187
APPENDICES

Apbendix 1: Insurer Questionnaire 197

Turkish version 203

Appendix 2: Producer Questionnaire 209

Turkish version 214

Appendix 3: Consumer Questionnaire 218

Turkish version 224



LIST OF

Table
Table

Table

Table
Table
Table

Table

Table

Table

Table
Table
Table
Table
Table

Table
Table

Table
Table
Table
Table
Table

o

[S2 TS 2 B S L B S A 5

(&2 B S AT & s 4 4

TABLES
Page

.1. Share of Life Insurance in Total Savings 12

.1. Premium Income and Market Shares of Insurers 58

in the Life Branch in Turkey

.2. World Share of Insurance Premium and Per 61
Capita Life Insurance Premium

.3 Investments of Life Insurers in Turkey 62

.1. Insurance Companies Interviewed 71

.2 Variables Measured by the Insurer 82
(Questionnaire

.3. Variables Measured by the Producer 84
Questionnaire

.4. Variables Measured by the Consumer 85
Questionnaire

.1 Life Insurance Products of Insurance 101
Companies

2 New Products Planned by Insurers 102

3 Media Used in 1993 109

4 Use of Publicity by Turkish Insurers 110

5. Public Relations of Life Insurers 111

6. Consumer Attitudes Toward Life Insurance 112

Products and Life Insurance Companies as
perceived by Respondents

.7. Age Distribution of the Respondents 114

.8. Number of Years the Executive Worked in 115
the Insurance Sector

.9. Agency's Years in Bus%ness 118

.10. Producers' Years in Sector 119

.11. Insurance Ownership Among Producers 120

.12. Training Frequency of the Producers 121

.13. Type of Training Offered to the Producers 122



Table

Table
Table
Table
Table
Table
Table

Table
Table
Table

Table
Table

Table
Table
Table

Table
Table
Table

Table
Table

% & o S L & 2 B S 2 R & ]

.14,

.15.
.16.
7.
.18.
.19.
.20.

21,

.22.

.23.

.24,
.25.

.26
J27.
.28.

.29.

.30.

31,

.32.
.33.

Frequency of Written Versus Telephone
Communication with Insurer

Reasons for Communicating with the Insurer

Support Services Expected from the Insurer

Problems of producers regarding the insurer:

Producer's Criteria for Selecting an Insurer

Prospecting Methods Used by the Producers

Producer's Perception of Consumer
Motivations in Purchasing Life Insurance

Producer's Perception of Consumer
Objections to Life Insurance

Producer's Perception of Consumer Attitude
Toward Life Insurance

Ways of Improving Consumer Attitude Toward
Life Insurance

Producer's Understanding of Marketing

Producer's Future Expectations Regarding
the Life Insurance Sector

Respondent Characteristics - Producers
Ages of the Consumers in the Sample

Education Level of the Consumers in the
Sample

Net Monthly Income of the Consumers in
the Sample

Occupational Distribution of the Consumers
in the Sample

Number of Consumers Recalling Various
Types of Insurance

Insurance Ownership Among Respondents

Relationship between Life Insurance
Ownership and Saving Behavior

Page
123

123
124
125
125
126
128

128

129

130

131
132

133
137
138

138

139

140

141
142



Table

Table

Table

Table

Table
Table
Table
Table
Table

Table
Table
Table
Table

Table
Table
Table
Table

Table

Table

Table

Table

(2, N L TS BN ]

T o o o o

(SIS A T S L &

.34.

.35.

.36.

.37

.38.
.39.
.40.
.41
.42.

.43.
.44,
.45.
.46.

.47.
.48.
.49,
.50.

.51.

.52.

.53.

.54.

Relationship between Life Insurance
Ownership and Attitude Toward New Products

Relationship Between Life Insurance
Ownership and Awareness of Life Insurance

Relationship Between Life Insurance
Ownership and Attitude Toward Fate
Relationship Between Life Insurance
Ownership and Work Status

Percieved Benefits of Life Insurance
Reasons for Purchasing Life Insurance
Factors Affecting the Purchase Decision

Reasons for Not Buying Life Insurance

The Changes Required by Nonowners in Order
to Buy Life Insurance

Page
143

144

145

146

148
148
149
150
151

Consumer Criteria in Choosing a Life Insurer 153

Preferred Mode of Premium Payment
Preferred Point of Sale

Sources of Information Regarding Life
Insurance

Reasons for Saving
Saving Tools Used
Preference for Saving Tools

Relationship between Saving and Attitude
Toward Life Insurance Products

Relationship between Saving and Attitude
Toward Change

Relationship between Saving and Attitude
Toward Risk

Attitudinal Variables of the Consumer
Sample

Future Security Sources

153
154
155

156
157
158
159

160

161

164

166



CHAPTER T. INTRODUCTION

"There are ways to improve the system radically. But this is
not an industry, by and large that seeks radical improvement.
Inbred and Tiving in comfortable isolation with its state
regulators, it has been slow to innovate. A "cash cow" of
the first order, it has resisted change". (Tobias, 1982)

This is how Andrew Tobias described the life insurance sector
in the USA in his book called "The Invisible Bankers:
Everything the 1ife Insurance Industry Never Wanted You to
Know", printed in 1982. Many people think insurance is a
boring subject, however, Tobias thinks this is the way the
insurers like to have it. The author of this dissertation
believes that, the life insurance sector in Turkey is defined.

by the above definition, and life insurance is neither boring

nor unimportant.

Life insurance is one of the most significant industries in a

developed economy. Life insurance companies provide various /

/
/

financial services to large segments of consumers. They /
enhance the liquidity of the nations credit system and employ ;
significant numbers of people. Aggregating individual :
savings, life insurance companies make vast amounts of
savings available for investment and economic growth. The
sector also has far reaching psychological and social

implications.

The 1ife insurance sector in Turkey has been neglectibly

small and stagnant until the last decade. The sector



increased its share in the total insurance market from 2 per
cent in 1985 to 20.18 per cent in 1991. The share of the
life insurance premiums in total insurance premium in 1993
has gone down to 14.44 per cent of total premium (Insurance
Supervisory Office, 1993; Turkiye Sigorta ve Reasurans
Sirketleri Birligi, 1994). On the other hand it is
interesting to note that the 1ife branch created 53 per cent
of the world insurance premium in 1991 (UNCTAD, 1991). The
share of 1ife premium in total world insurance premium is

increasing.

The life insurance industry in Turkey is at a dynamic
transaction stage entailing a fast pace of growth, increasing
competition and regulatory changes. It is debatable whether

this growth is a healthy one.

The purpose of this dissertation is to make an assessment of
the present situation of the Turkish life insurance market.
This introductory part of the study explains the purpose and
the objectives, design, scope and the significance of the

study.

1.1. The Purpose

The purpose of this dissertation is to examine the marketing
of life insurance services in Turkey, to study the

development of the life insurance industry in Turkey and the
role of marketiﬁg in this process; and to analyze the present

2



state of 1ife insurance market in Turkey both descriptively

and at firm, agency and consumer levels empirically.

The researcher felt compelled to make a detailed assessment
of marketing of life insurance services in Turkey at this
transactional stage of the industry. There are new life
insurance companies entering the market, the sector is
withdrawing high quality employees, the legal framework is
changing, the companies are changing their outlook to
marketing. The thesis will encompass:

1. Analysis of the factors that contributed to the
development of 1ife insurance sector in the developed
countries, the implementation and the adaptation of these
factors to the Turkish life insurance industry.

2. Analysis of the factors that prevented the development of
life insurance industry in Turkey.

3. Gathering primary information regarding life insurance
marketing in Turkey.

4. Studying of marketing activities, marketing orientations
and strategies in the Turkish life insurance industry.

5. A-detailed analysis of the agency system and primary
information regarding agents, their expectations from
insurance companies.

6. Studying the consumer regarding 1ife insurance, using
primary data.

7. Analyzing the contribution of this thesis on marketing

literature.



1.2. The Design of the Study

In the first part fhe purpose, design, scope and significance
of the study are explained. Chapter two presents a review of
conceptual and empirical studies on insurance marketing,
marketing of services, marketing strategies, and history and
the development of Tife insurance. The development of life
‘insurance in the USA is studied in detail. In the USA life
insurance industry developed within a relatively short span
of time and for this it creates an interesting example for
developing countries which have so much to catch up with and

so little time.

The third chapter is an analysis of the 1life insurance
market in Turkey. An extensive literature review, secdndary
data research and numerous interviews were carried out to
provide information on life insurance market in order to set

a sound foundation for the field study.

The fourth chapter presents the three level empirical
research, conducted at insurer, producer and consumer levels
in Istanbul. The objectives of the research are explained in
detail in this part. The research design, data collection
procedure and instrument, the sampling process and the

the methods for data analysis are also presented in this

chapter.

Chapter five reveals the findings based on data collected

through the three surveys discussed. Chapter six covers the
. 4



conclusions, and implications of the study.
References are presented at the end. Appendix includes both

the English and Turkish versions of the questionnaires.

1.3. The Scope and Significance

Literature on life insurance marketing is limited (Osborn,
1969) (Fields, 1988). The author observed that the
literature available is far from being satisfactory and

would 1ike to contribute to the marketing field by providing
an extensive literature review. There are few studies on
marketing of life insurance services in Turkey. The wide
scope of the research will be a source of information to
build on. For the business world it will provide a wide view

of the market and insight for effective marketing strategies.

The state regulatory bodies will also benefit from the
results of this dissertation. It will point out the basic
problems of the firms, agents and consumers. It will notify

them of the expectation of the companies from the state.

It is the author's observation that, 1ife insurance is
gaining attention from both the business and the academic
world. There has been research carried out by private
research firms for life insurance companies and an increasing
number of scientific research was undertaken in the academic
world. They have all basicly dealt with spesffic issues such

5



as the target client of a particular firm, consumer
expectations from life insurance and organizational design in
life insurance companies. This dissertation is unique in
studying the sector at all three levels, firm, agent and the

consumer.

Life insurance has many functions. First of all, it is a way
of dealing with risk. It is also a saving medium. Life
insurance plays important psychological and social roles.

Life insurance is also an important factor in the economy.

1.3.1. Life Insurance as a Way of Dealing With Risk

Insurance is a system for combining sufficient number of
exposure units to make individual losses collectively
predictable. Insurance is based on the Law of Large Numbers.
The Law states that, the greater the number of exposures to
risk, the more closely will the actual result approach the
probable result, expected from an infinite number of
exposures (Crane, 1980). Applying this Law to life
insurance, it is possible to predict the death in each age
group annually. Death is not a risk. The time of death is

the risk involved in insuring lives.

Insurance is a way a person can transfer the risk of the time
of death to the insurance company. Risk means uncertainty
about a future loss or in other words the inability to
predict the occurrance or the size of loss. Two definitions

6



of risk approved by the committe on General Terminology of
the American Risk and Insurance Association are:
"uncertainty as to the outcome of an event when two or more
possibilities exist" and, "a person or thing insured", that
is, the risk insured itself (Commission on Terminology,

1966) .

Risks are classified as pure and speculative. A pure risk
can result only in loss or in the absence of loss. A person
will be disabled or he will not be disabled. In this case
the person is insured against disablement. There is no
expectation of gain. Speculative risks on the other hand can
result in either a loss or a gain. Gambling is a typical
example of speculative risks. 1In gambling you either loose
what you put in the gamble or make a profit. Usually only
pure risks, where there is no chance of profit, can be

insured (Crane, 1980) (Houston, 1967).

People. react to risk in various ways. Avoidance, assumption,
prevention, control, transfer and risk retention are some

ways of handling risk (Mehr and Gustavson, 1987).

Avoiding risk is ignoring it. This would be a difficult risk
management technique for a household head with many
dependants, especially if the person is the sole income

earner of the family.

There is a widespread attitude of indifference to

the risk of death. The real urgency of this risk is
. 7



underappreciated. Death is in a sense the loss of economic

power as an economic unit.

Assuming risk is letting it take its course. This can be
done actively or passively. A person may actively decide to
‘bear cost of a simple medical treatment. This is only
possible if the person is able to bear the possible cost if

the risk occurs.

An attempt to build a fund for future emergencies or goals
often accompanies risk assumption. The time of the
occurrance of risk is uncertain and therefore there is the
possibility that the Toss will occur before the fund is

completed.

Loss prevention is trying to reduce the chance of loss. An
example is being health conscious. Another loss prevention
example is preventive check-ups. Loss prevention is not
always possible. Even though precautionary measures are

taken risk may still realize.

Loss control is trying to reduce loss severity. A spouse who

can work is an example of loss control.

Risk may also be transferred to another person, either
through a contact or implicitly. Insurance is a way a person

can transfer risk to an insurer.

Risk can be reduced when loss forecasting accuracy is

improved. Risk reduction provides the basis for insurance.
. 8



Mortality rates are always changing and insurers can not
predict losses exactly. Therefore, risk can not be
eliminated totally, but reduced to manageable levels by the

insurer.

The major function of life insurance is to protect against
financial loss from loss of human 1ife. The "Human Life
Value" concept was developed in ordér Lo measure the economic
value of Tife. Insuring to the full value is not always

necessary or affordable for most people (Stalson, 1969).

1.3.2. Life Insurance as a Saving Medium

Life insurance is a complex financial tool people can use to

invest their savings. People save for their retirement,

children's education, marriage, in order to repay debt, for
emergencies, to acquire property, financial and speculative

assets (National Council of Applied Economic Research, 1979).

Life insurance has many advantages as a saving medium. Life

insurance is a relatively safe, liquid saving device,
protected against the creditor’s claims. Life insurance is a
semicompulsary saving device. There are favorable tax
treatments for life insurance premiums in most countries, as
in Turkey. The policyholder does not have to manage the
investments of his/her savings. The compounded effect

of all these advantages of saving through life insurance

on the consumer results in the purchase of insurance.
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1.3.3. Social and the Psycho1ogica1 Role of Life Insurance

Life insurance pléys important psychological and social
roles. Life insurance triggers the subjects arousing some of
the deepest of human psychological reactions: love, guilt,
fear of death, risk aversion. Life insurance also relates to
immortality striving and heroism (Dorfman and Flynn, 1987).
Consumer's basic anxieties are aroused by the subject of
death and the need to provide for others in the event of
death. [Insurance provides a sense of well being and economic

security for the future (Committee on Consumer Policy, 1987).

Today life insurance is a basic means by which the individual
can affiliate with society's resources when necessiated by
emergencies (Stalson, 1969). Mutual aid was used in
resolving emergencies in the socijety beforé isolation of the
individual. As individualism and self reliance increased
with industrialization, urbanization and alienation, the
importance of the role of insurance and savings gained
emphasis in safeguarding the individuals and families at

times of emergencies (Dorfman and Flynn, 1987).

1.3.4. The Role of Life Insurance on the Economy

Insurance is one of the most significant and important
industries in many developed countries. Eiqancia] stability
of individuals and businesses depends on the insurance

mechanism (Arthur Andersen and Company, 1983). Insurance

e
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lmpacts the ~economy through 1ncrea51ng savings, fac111tat1ng

credit, prOV1d1nq funds_for investment, aiding capital

formation, increasing efficiency of the system.

IR

Life lnsurance encourages sav1ngs through attractlve
products / There is a W1de range of 11fe insurance products
in market aiming at different target markets. Table I.1
shows the share of insurance in total savings for various

countries (Aaronovitch and Samson, 1985).

Life insurers are important intermediaries. Through the sale

of life insurance products, life insurance companies have

access to s1gn1f1cant amount of cap1ta1 These funds are in

turn lnvested in common stocks bonds, pollcy loans,

mortgages and real estate. These investments contribute
significantly towards building éapita] supply and increasing
investments (Mehr and Gustavson, 1987). For example, in USA
the 1ife insurance sector was the third source of funds for
the money and capital markets, following federal loan
agencies and commercial banks in 1987 (Life Insurance Fact

Book, 1987).

Insurance also fac1l1tates cred1t It indirectly increases

o s, -
—— i e
——— e

?the w1111ngness of 1nst1tut10nswto Jlend maney. Inst1tut1ons
are willing to grant credit if the borrower's life is

insured (Arthur Andersen and Company, 1983).
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Table I.1 Share of Insurance in Total Savings

Country Share of Savings Through Life Insurance
as a percentage of Total Savings (*)

UK 29.4

Ireland 18.3 (***)

Denmark 12.0

USA 10.0 (**)

Netherlands 9.8

Germany (F.R.) 6.4

Belgium 4.5

France 3.3

Italy 2.1

* Total Savings 1966-1975
** Savings for 1987

*** Average of savings for 1965, 1970,1975

Life insurance also provides employment opportunities-for

_many people.
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CHAPTER II. A REVIEW OF CONCEPTUAL AND EMPIRICAL STUDIES ON
INSURANCE MARKETING ’
In this chapter literature on marketing of services and
marketing strategy is reviewgd as the theoretical basis for
the study. In the first part of the study literature on
marketing of services is reviewed. Basicly, the qualities of
life insurance differentiating it from other services is
examined. Strategies in marketing life insurance is studied.
This literature also provides the basis of the model used for

the empirical research.

2.1. Services Marketing

There are many definitions of services marketing. Two most
acknowledged are:

- "A service is any act or performance that one party can
offer the other that is essentially intangible and does not
result in the ownership of anything. Its production may or

may not be tied to a physical product.” (Kotler, 1991)

- "Services are activities related to sales benefits or
satisfactions which are offered for sale or provided in
connection with the sale of goods.” (Committee on Definition

of American Marketing Association)

Two distinguishing characteristics of services can be
observed in the above descriptions. Firstly service is an
intangible product. Secondly, services are rendered by one

13



individual for the benefit of the other individual.
2.1.2. Basic Characteristics of Services

There are some basic characteristics of services that
distinguish them from products. First of all, services are
human intensive. It is a deed a person performs for the
other. Therefore improvement of the service depends on the

individual to try harder (Levitt, 1983).

Services are intangible. 1In selling a life insurance policy
an idea is sold. There is a lack of appeal to the sénses,

Satisfaction is defined in terms of satisfying a need.

Some services are created and consumed simultaneously and for
this reason creation and the marketing of the service is
inseparable (Levitt, 1983). Perishability is another

characteristic of service (Bodur, Borak, Kurtulus, 1980).

There is a difficulty in judging the quality and the value of
the service. . High quality service and confidence building is
used by the firm to demonstrate the value. A favorable image

is more of a value than the brand in marketing of services.

Life insurance is a long term promise. It is both
intangible and has no immediate benefit. Therefore, most of
the time, it is not a service that is bought but a service
that is sold. Life insurance sector is a "sellers market".
Life insurance is a continuous service, and there is a

membership relationship (Lovelock, 1983).
14



One of the advantages of services is consuming without
owning. This is important in cases where ownership
would mean a risk of obsolescense and wrong choice. It also

decreases the responsibility of maintenance.

Services have gained increasing importance due to higher
incomes and increasing affluence. High income gave way to
growth in population , higher levels of education. Attitudes
toward,lejsureﬁﬁime were also affected by increasing income
(féylor, ;572). Consumers are becomihg more sophisticated in
Se]ecting; ﬁ;ing and replacing firms. They insist on client-

centered performance (Kotler and Connor, 1977) .

2.2. Factors Affecting Life Insurance Services Market

In this section factors affecting life insurance services
market in the last two decades and their impact on marketing
strategies, planning, control and marketing mix strategies

will be studied.

Life insurance industry has been undergoing fundamental
changes within the last decades. These changes are due
mainly to increase in competition as a result of changes in
consumer buying habits, economic volatility, technology and
changes in the financial services sector. This has caused
the 1ife insurance companies to become more marketing

oriented. These factors are briefly discussed.

15



2.2.1. Changes in Consumer Needs for Life Insurance
Consumers d?éwbeéoming more financially astute and
sophisticated (Hollman and Murray, 1984). Consumers are
earning higher income and getting higher education as a .
group. The value of 1ei§ure time is increasing for the
consumer. As a result of these changes, consumers are
demanding more conveniences and more personal serviée (Borak,

1986).

They want to meet all their financial needs at one convenient

Tocation at convenient times (Conway, 1982).

European insurers are mpVing towards a unified financial
market. Through local bank branches, an array of products
ranging from life insurance to consumer credit is marketed.
For the consumer this means that banks are evolving into |
financial supermarkets. This process is called "Al1finanz"

or "bankassurance" in financial circles (Brown, 1992).

Integration of banking and insurance at consumer level is a
striking development. This usually is realized as a wave of
mergers, acqusitions, cooperations and joint ventures between
banks and insurance companies. Increasingly aware of the
value of their distribution network, banks»are likely to

control the joint venture.

Consumers also want services tailored to their needs.
Because of high inflation rates and fluctuating interest

rates consumers insist on the flexibility of life insurance
16



po]iéies (Hol1man and Murray, 1984).

2.2.2. Changes in Consumer Awareness of Life Insurance

Buying life insurance is a complex and emotional decision.
Consumer’s basic anxieties ére aroused by the subject of
death and the need to provide for others in case of death and
the "fear of life after death" (Russell and Black). In view
of the importance of 1life insurance and the considerable
costs it represents to the consumers, it is viably important
that consumers select a life insurance policy meaningfully to
obtain the amount and kind of protection most suitable for

their needs.

Even for individuals trained in finance and insurance it is
difficult to choose between high and Tow cost policies. Cost
of similar policies can vary greatly (Bureau of Consumer
Protection, 1979). People have limited information
processing capabilities (Schoemaker and Kunteuther, 1979).
Thi§ problem is particularly liable to exist with small
policies where search is high when compared with marginal

benefits (Fields, 1988).

Consumers do not read the policy wording also because they
are contracts of adhesion drafted by one of the parties

involved in making the contract (Zelizer, 1979).

Informed consumer choice requires information that is

objective independent, understandable, accurate and
17



comprehénsive. The author believes that it is necessary that
relevant information be available before the purchase,
including data facilitating comparison of protection

elements, costs, coverage and rate of return.

Consumers consider cost related factors when making actual
purchases (Bureau of Consumer Protection, 1979). In the USA
it is mandatory to issue a summary cost measure to attain

cost diclosure.

Consumers should clearly understand the interests and
obligations of the intermediaries. They should know that the
agents might not be objective when providing information on
the policy. Misunderstanding the agent's role could be
potentially harmful to the consumer. The consumer could be
persuaded to buy a policy that does not fullfil the specific
needs, or exchange a policy with a new one, at a loss.

It would be beneficial for the consumer to shop for an agent

as well as a policy.

Consumers should be informed about various Tife insurance
products and the relative risks and rewards of other saving
media. Without the necessary information and the aid of an
agent the consumer will have difficulty in satisfying his

needs optimally.

2.2.3. Changes in Consumer Attitudes Toward Life Insurance

V Public attitudes determine what institution shall exist.
18



Public attitude is affected by what people see hear, read and
experience. Attitudes change with time and circumstances
Public attitude is gaining more importance as education

levels rise (Holgar, 1943).

Status, reputation and functions of 1life insurance business
are questioned and affeéted by public attitude (Shalker,
1980).

There is a widespread suspicion amongst the public of the
insurance industry. Industry critics allege that insurance
market is susceptible to overpricing of policies, supression
of competition and exploitation of consumer ignorance

(Tobias, 1982).

The negative attitude encompasses the products, services,
intermediaries and companies (Christiansen, 1988). In some
countries negative attitudes are the result of traumatic
experiences of mismanagement and company failures
(Aaranovitch, 1985). There is also the argument that the
negative attitude persists against all endeavors of the
industry because some elements of life insurance are
inherently contrary to society's values (Niwataka, 1987).

Human 1ife is hard to measure in hard currency in the public

eye.

2.2.4. Economic Volatility

The Insurance industry is affected by the price rise in every
719 )
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facet of its operation. Because of the long term involvement
with a Tife insurance policy the Tife insurance sector is
particular]y vd]nerab]e Inflat1on is the most serious
problem life 1nsurance faces today and apparently for
c;eatlng an 1ndef1nite future (Black, 1980). Inflation has
insidious and multiplying damaging effects. Insurance

product must be tailored for the marketplace to incorporate

the inflation factor. "Indexed“ or "ad3ustab1e" p011c1es

could be used.

Vo]at11e 1nterest rates have also lncreased the financial
r1sk of the. consumers | If éyf1xed rate of 1nf1;1}0n is N
assumed in designing the product and the inflation varies
above this rate, then the policyholder will have paid
premiums in steadily depreciating currency. There is a need
for dynam1zed renewal premwums 1n hwgh 1nf1ation econom1es
(Samee-el- Hasan 1991). Some solutions to eliminate the
effect of high inflation on life insurance policies are:
¢ hard currency policies: policies indexed to stronger and
more stable currencies cah protect the policyholder's savings
from inflation.
3 shorter policy terms: instead of life long policies,
choosing shorter terms with a right of renewal, gives more
security to the consumer.
CB improving the efficiency and reducing the unit

administrative costs: According to the author, life insurance

companies can increase the gfﬁigjency of their operations and

~No
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this will decrease the effects of inflation.

. "Indexed" and "adjustable" policies: policies indexed to
an econhomic vafiable, such as consumer prices, can protect
from inflation.

. Profit participation, variable and universal life
insurance products: As interest rates are volatile profit
participation is useful. With participating policies the
policyholder recieves a share of the surplus that changes
every year. The policyholder can manipulate the investment
tools his savings are allocated with variable life poiicies.'
The consumer can change his premium or portions of his

funds going into his savings or death cover.

2.2.5. Changes in the Financial Services Sector

Until recently 1ife insurance industry could afford to be
reactive instead of interactive because of its secure niche
in financial services industry. (Bevington and Luconi, 1987)
In today's volatile market place traditional financial
institutions are invading what once had been the sole

province of the other.

Among the traditional financial institutions the trend toward
"homogenization" is probably clearest with respect to banks.
Banks have moved into securities business. Banks are aiming
at entering all phases of insurance business. (Hollman and
Murrey, 1984) It is predicted that 50 per cent of all banks

in US will be selling 1ife insurance in the near future
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(Arthur Andersen and Company, 1984). A study carried out by
Andersen Consulting with 420 insurance managers from 15
European countries supported the statement that banks will

bring important changes to the insurance market.

In France, only eight life insurance companies were
subsidiaries of banks in 1980, by 1989 the number had

increased to 32.

Although the homogenization of life insurance industry may
not have been as rapid as the banking industry, life
insurance sector has adapted creative new investments and
rethought their marketing in terms of product, pricing,

distribution and promotional strategies.

2.2.6. Changes in Technology

Information and communication technology has become more
sophisticated with continuous development of systems capable
of handling larger quantities of data at a more rapid pace.
The wave of technology is becoming less expensive and more
available. This has increased competition as small firms

were able to use similar technology.

Changes in technology has affected marketing profoundly.
Firstly it brought changes in market segmentation. Market
segments that the companies were able to target increased,
there is less market stability there is more focus on target
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marketing and there is an increasing importance of market
sensitivity and consumer needs (Capon,'1987). Technological
changes also brought increased coordination between market

research and marketing.

Without the changes in technology new life insurance products
such as the universal 1ife insurance product and variable
1ife insurance product would be impossible to administer due
to their complex and flexible structure. The policyholder
can manipulate the monthly premium and even the investment

tools with some new life insurance products.
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2.3. Marketing Strategies in Life Insurance

Competition has increased as a result of consumer buying
habits, technology and changes in the financial services
sector and economic volatility as discussed in the previous
section. This will force the 1ife insurance companies to
become consumer-oriented. Many companies are becoming
cognizant of the need to identify markets and to develop
strategies to meet them. Companies began setting marketing
departments in 1980°s. This shows their new commitment to

marketing (Gurda, 1983; Kotler, 1991) .

In this section marketing mix strategies are examined for
1ife insurance companies. For products the marketing mix
variables would mean product, place, promotion and price.
When service marketing is considered many consider the
elements of people, physical evidence and process also as
important elements, at least to guide the marketers (Forbes,

1987; Kotler, 1991).

2.3.1. Product Strategies

In this section product strategies of life insurers will be
reviewed. The author believes that information on various
types of life insurance policies and ways of selecting a life
insurance policy, policy provisions and insurability in Tife
insurance are necessary for the evaluation of the product

strategies.
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2.3.1.1. Life Insurance Products

Liferinsurance is purchased due to different motives.
Differing financial needs of the individuals and the ease in
marketing brought by product differentiation gave way to a
great variety of life insurance products. While there are
combinations and variations resulting from market demand,
generally life insurance products can be categorized as: Term
Life, Whole Life, Endownment, Universal Life, Variable Life,

Group Life insurance and Annuities.

The aim in examining the life insurance products is to show
their forms , consumer motives in buying various types of

products, and their limitations.

Term Insurance:

Term insurance is the simplest form of life insurance. Term
1ife insurance provides coverage for a specified period of
time. The insurer pays the beneficiary the face amount
stated in the policy if the insured dies during the specified
period. The policy expires without payment if the insured
survives the period. The face amount remains constant over

the policy period under most term policies.

The best use of term policy is when the protection need
dissolves at the term expiration date. Other times when life
insurance need is permanent, term insurance can be resorted
temporarily due to affordability. The three basic

limitations of the policy are: the insured may be uninsurable
25
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at the end of the term and may be still in need of
protection, the renewal premiums may be prohibitive and there

is no saving function.

There are many variations of term policies such as increasing

or decreasing premium or single premium term 1ife policies.

Whole Life Insurance:

Whole Tife insurance provides lifetime protection by means of
level premium policies. Proceeds of the face amount
generally remain the same and are payable to the

beneficiary upon the death of the policyholder or to the
policyholder if the person reaches the maximum age for 1life

cover (Arthur Andersen and Company, 1983).

There are many types of whole life insurance products such as
continuous premium , Timited payment, single premium,

interest sensitive whole life.

Endownment Policies:

Endownment Policies cover a specified period of time and
combine an investment plan with Tife insurance. At any

point in time the total of term insurance and the saving fund
equal to the face value of the policy. Term insurance part

declines and the saving part grows with years.

Endownment policy ensures that the saving goal of the insured
is accomplished. The major limitation is that it is

relatively costly.
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Universal Life Insurance:

Universal Life Insurance is a flexible prem{um policy
providing life time protection. It has a simple internal
structure. Investment, expense and mortality elements of a
universal life insurance policy are separated and defined.
After the expense and mortality elements are reduced the
remaining part goes to the investment fund of the insured.
At any point there is a cash value fof the policy. Interest
is credited to the cash value based on current investment

earnings.

There are many variations of treatment of expense loadings

and interest.

Variable Life Insurance:

Variable life insurance is a new product in the life
insurance market. It is designed to offset the effects

of inflation. The face amount of the policy and the cash
values fluctuate according to the investments backing it.
Most inéurers offer their policyholders a choice of
investments such as bonds, common stock and money market
securities. In the Turkish market there is no variable life

insurance products as yet.

Group Life Insurance:

A11 insurance products are available to persons individually
or as a group. Group insurance is issued to a group of
people with similar interests, such as people working in a
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company. The premiums are paid by either the employee or the
employer. It is the faste;t growing life insurance class

also in Turkey (Insurance Supervisory Office, 1992).

Annuities:

Life insurance companies also offer annuities. Annuities is
the reverse of 1ife insurance. While life insurance is the
accumulation of estate, annuities are‘estate liquidation.
Annuities help people liquidate their estate without the fear

of outliving their résources (Mehr and Gustavson, 1987).

The buyer of an annuity pays an insurer a specified amount in
return for the insurer’s promise to make a series of payments
which stop upon the insured’s death. The basic limitation is
inflation. Due to inflation long term purchasing bower of

the fund is not guaranteed.

Others:

There are many other life insurance products targeting
different market segments. Possibilities of combined
policies are limitless. Credit Life (for mortgages),
Industrial Life (targeting factory workers with very low
premiums), Family Income policy (A combination of whole life

and term 1life) are some examples.

2.3.1.2. Characteristics of a Life Insurance Policy

In this part of the study ways of selecting a 1ife insurance

policy, insurability requirements for 1ife insurance
28



policies, and basic policy provisions are discussed.

Selecting a Life Insurance Policy:

There is no‘"best" policy in the absolute sense. The best
policy is the one that is appropriate for the consumer in
reaching the desired objectives. The buyer's reasons for
purchasing life insurance must be examined. Then it must be
determined if life insurance is the most effective tool in

reaching the buyer’s objecfives.

In order to make an informed decision on saving through life
insurance, the buyer must compare savings-between insurance
plans and non-life insurance saving alternatives. Basis of

comparison are accumulated savings and the rate of return.

Buyers must decide which balance of protection, savings and
cost is appropriate for their particular situation (Crane,

1980).

Policy Provisions:

-A 1ife insurance policy is a legal contract setting the
rights and the responsibilities of the insurer and the
insured. A knowledge of policy provisions would give a
better understanding of 1ife insurance operations. In this
section the most common and important provisions will be

explained.

Although there are no standard provisions in life insurance

there are some mandatory provisions. These cover the
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grace period, incontestability, misstatement of age,
policy dividend distribution, options avaiiab]e in case of
premium default, loans, reinstatement, nonforfeiture values,

and cash value payments.

The grace period is the period after the premium due date the
policy will stay in effect without the payment of the

premium (Crane, 1980).

The reinstatement provision provides a terminated policy to
be put back in force within a specified period. The insurer
could require evidence of insurability (Mehr and Gustavson,

1987).

Insurance policies are contracts of utmost good faith. If
there is mispresentation in the contract, the policy could be
voided. The incontestability clause gives the insurer a
specified period of time to check the information by the
insured. Thereafter the policy can not be contested, even if

mispresentations made by the policyholder are discovered.

A special case applies to mispresentations of age and sex.
When such a discovery is made, the face value of the policy
would be reduced to the amount the premium would have

purchased at correct age (Crane, 1980).

The policyholder can have the cash value of the policy at any
point in time. If the policyholder wants to keep the policy
in force a policy loan can be made. Interest rate for the
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Toan is usually written on the policy. In Turkey at the

moment the insurers use varying rates for loans.

In the beneficiary clause the name of the person entitled to
receive the proceeds of the policy is stated. The
policyholder usually retains the right to change the name of

the beneficiary.

Additional clauses such as sickness or accidental disability,
double indemnity in case of accident, waiver of premium
(prevents the lapse of the policy if the policyholder becomes
disabled and can not make further payments), disability
income provision (a certain amount of monthly income in case
of disability) can be added to the policy. A quite new
provision is Dread Disease giving a certain Tumpsum if the

policyholder acquires a lethal sickness such as cancer.

Insurability in Life Insurance:

Not a]]vrisks can be managed through insurance. In general
the criteria for insurance are (Mehr and Gustavson, 1987):
. There must be a predictable loss rate.
. Losses must be by chance. For example suicides can not be
insured within the first two years of the policy.
. Losses must be definite, measurable and important.
. Catastrophic losses must be unlikely. War is an example

of a catastrophic loss that is uninsurable.
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2.3.1.3. Life Insurance Product Strategies

The past decade has brought significant changes in the life
insurance market. Economic climate increased competition
from other saving media and growing consumer sophistication
has caused significant changes in life insurance products and

the frequency of new product offerings.

Basic types of life insurance products were discussed above.
While demand for whole life products are decreasing, demand
for term life insurance is increasing in US. Highest growth
is observed for universal and variable 1ife products in US.
The reaéon for this trend is basicly ecdnomic volatility,
that is high inflation and changing interest rates, that make
long term commitment to inflexible whole life products risky
and expensive for the consumer. These policies are
practically impossible to implement without using computer
technology, one reason why it is not as widely dispersed in

Europe as in the USA (Mehr and Gustavson, 1987).

Term insurance provides relatively low cost pure protection
and is preferred to whole Tife for this reason. Universal
and variable life policies have flexibility and also reflect
the interest gain unto the consumers, protecting them against

inflation.

Shorter product life cycles encourage new products. Every
month there is a variety of new products in life insurance

market in the world. These new products are mostly
32



modifiéétions of pre?ious]y marketed products. Results of a
Delphi Survey conducted by combined efforts of the Life
Insurance Managément Association (LOMA) and Arthur Andersen
and Company, consisting of 150 panelists from all facets of
the 1ife insurance industry indicate that, most panelists
believe that their companies are likely to offer a universal
life and variable life type of product by 1990 (Arthur
Andersen, 1984).

Several new product characteristics can be expected within
the next few years. Flexibility in premium payment, premium
amount, cash accumulation vehicle and loan rate is expected

to be among new product characteristics.

Flexibility is a much demanded feature by consumers. Due to
shorter life cycles of new products no penalty trade-in on
new products will be realized. Cash value policies with
checking accounts, new dividend options, insurance accounts
options (one payment for all life, health and personal lines)
covérage are expected to be implemented in near future

(Arthur Andersen and Company, 1984).

2.3.2. Promotion Stratégies

Life insurance is intangible, a future good, a tertiary good
and a good of lTow duration. These characteristics all cause
life insurancé to have low demand. These factors increase
the importance of promotion and complicate it (Long, 1971).

33



Insurance companies often revert to image advertising. Image
advertisements are aimed at increasing the awareness of the
customer to the advisor and its services, and improve the
attitudes of consumers (Benn, 1986). Reputation is very
important for the insurance industry. People search for.a
flnanC1a1 1nst1tut1on they can. trust Th1s is due to

. the substantial amount of money 1nv01ved

. depending on the insurer for advise, and information

that is hard to verify from other sources.

. receiving benefits from insurance at a future date.

Companies are changing their promotional efforts toward
creating a new image. This new image depicts the life
insurance company as a “financial services institution"

(Hollman and Murrey, 1984).

Insurance companies also advertise for the agents. Some

ads are actually directed to the égents (Benn, 1986). 1In a
service industry attitudes of employees and agents who deal
difect]y with the consumer are crucial. This is especially
true for the insurance sector as it involves factors people
have strong feelings about, substantial amount of money and
nonroutine transactions. Employees and agents tend to try to

live up to the image posed in the advertisement.

Advertising also affects general agents who consider
themselves independent businessmen. Working with a company
with a favorable image satisfies them (Benn, 1986).
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2.3.3. Distribution Strategies

Life insurance companies use various channels to distribute
their products; such as, independent agents, exclusive
agents, brokers, direct sales force, mass merchandising,

and direct mail.

Independent agency system has three basic characteristics:
Firstly, the agent is an independent person representing
several insurance companies and authorized to write business
on their behalf. Secondly, the agent owns the rights to the
renewal - and expiration rights to the business. Finally, the
independent agent is compensated solely by commissions. Few
life insurance agents are independent (Mehr and Gustavson,

1987).

Exclusive agents represent only one insurance company.
Exclusive agents have little or no rights to expiration and
renewal of rights. They are reimbursed on a commission
basis, however, renewal commissions are usually less than new
business commissions. Most 1life insurance agents are

exclusive (Arthur Andersen and Company, 1983).

Brokers represent policyholders and arrange an insurance for
them. Brokers sell their services to clients and place their
client’s business with various insurers. They receive
commission from the insurers with whom they place the
policies (Crane, 1980). Brokers rarely specialize in

individual 1ife insurance products. They generate a
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considerable amount of group life insurance and pension plan

sales.,

Mass merchandising is a channel of distribution that has
gained recognition in recent years. Mass merchandising is a
plan for insuring the members of a group under a single

plan of insurance at reduced premiums (Arthur Andersen and
Company, 1983). The difference between group insurance and
mass merchandising is that there is individual underwriting
and the absence of employer contribution. Insurers are
agressively pursuing this group sales as it can save the

insurer from commission expenses.

Direct sales force is where the sales persons are the
salaried employees of the insurance company. These sales
representatives do not have ownership rights to business.
They are usually paid a salary plus a bonus (Arthur Andersen

and Company, 1983).

Direct mail ,is a form of mass merchandising that is growing
in popularity. Many companies that can write small amounts
of 1ife insurance without requiring a medical examination,
mail application forms and brochures. The mail campaigns are
supported by mass media advertising (Mehr and Gustavson,

1987).

Despite the public is now being reached by various nonagent
means, agents are still selling most of 1ife insurance and

are the most important distribution channel (LIMRA, 1987).
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The sales force is the key to the success of the life
insurance company. The role of the intérmediary is so
important that the agents are called "producers". The term
producer draws attention to the fact that, creating and
selling the life insurance product is combined (Shostack,
1987). Buyers rely on agents for advise and service. Agents

are essential for both the insurer and the consumer.

To compete succesfully in the dynamic environment and to cope
with the changing needs of the consumers, agents need diverse
capabilities. Agents need specialized knowledge of various

vehicles available to the consumer (Goldberg, 1984).

Agents new role as a specialist and financial planner brings
up the issue of a need for continuing mandatory education to
keep up with the changes in the marketplace and products

(Webb, 1988).

Recent technological changes imply an enhanced geographical
expansion for the agent. The broad and at the same time
complex range of products create a greater need for support -

systems for the agent (Goldberg, 1984).

2.3.4. Pricing Strategies

Insurance prices are premiums. Insurance premiums cover pure
premium, operating expenses and margin. Pure premium is the
amount needed to pay policyholder losses. Operating expenses

include sales commissions, other marketing costs,
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administrative costs, taxes and costs of handling claims.
Margin includes an allowance for contingencies and

underwriting gain or profit (Tobias, 1982).

Life insurance pricing is relatively uncomplicated. The
class rating system based on the insured's age and sex is

logical, uncomplicated and easy to understand.

In setting insurance rates, actuaries aim to set rates that
are high enough so that company will receive necessary funds |
to pay its claims but low enough to be competitive. Rates
must be adequate, réasonab]e, fair, simple and inexpensive to

use.

Prices in the 1ife insurance industry are difficult to
compare for the consumers. This is one factor that reduces

competition in the sector (Bevington and Luconi, 1987).

2.3.5. People Strategies

Agents or direct sales persons "produce" the policy. The
insured has access to many other parts of the sales
organization. Therefore employee selection, training,

motivation and control is highly important (Cowell, 1984).

2.3.6. Physical Evidence

Life insurance services as with most pure services where
intangibility is a problem, work place, communication
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materié], equipment and symbols are all very important.
The inferences drawn from these aspects will reduce the

uncertainty for the consumer (Kotler, 1991).
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2.4. History and Development of Life Insurance Marketing

This section presents a brief history of life insurance and
factors that contributed to the development of 1ife insurance
marketing. Life insurance market and marketing strategies in
the world are studied in order to search for similarities
with Turkey. The case in the USA has had particular emphasis
in the study as it is a relevant example of a developed life
insurance market. Life insurance marketing is
institutionalized, and the policy ownership is widespread in
the USA. An interesting aspect of life insurance industry in
the USA is that a substantial progress took place in a short

span of time.

'2.4.1. History of Li

fe Insurancé}

\

The need to prevent risk of death and disablement has causedﬁﬁ\\
the origins of insurance to date back to antiquity. Life {F j
insurance had its beginnings in Ancient Greek and Phoeneciané<f/

cultures, among religious groups, where a member contributed/;

funds to ensure a funeral in accordance with all the rites

and ceremonies of the sect (Nelli and Marshall, 1969).

SR 2l
T \

In the 2nd and 3rd Centuries BC in Greece and Rome there was xx
health insurance in the form of providing care for the }
elderly in case the family would not take care of the
person (Nelli and Marshall, 1969). Roman legionnaires
purchased disability income for old age, wounds or diseases
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as they would become estranged from families due to long wars

away from homeland (0'Donnel, 1936).

Superior officers could even secure additional benefits, such
as retirement, by becoming members of an auxiliary operation
known as "optiones". Romans devised the first mortality

tables "les Falcidia de Legato" about 40 A.D. (Crane, 1980).

In the Middle Ages guilds provided mutual aid. It was a duty

—— i,

- e

of a quild member to-aid others. In order that the guild
might provide help to those members who needed, its dues
were required of members and funds were accumulated for
emergencies. The need for economic aid at the death of the
breadwinner was more clearly recognized at this stage (Nelli

and Marshall, 1969).

Church which was a powerful organization at this time, also
played an important role in providing charity With the
crumbling of the feodal system, church lost its power as it

Tost its means and wealth. (Stalson, 1969).

While the middle ages was considered a period of agrarian
economy, there was considerable trade, commerce and banking
activity going on in Italian city republics. This activity
caused the development of insurance in Italy (Nelli and

Marshall, 1969).

Guilds were overshadowed by new commercialism. This
transition stage was a burden on the people (Stalson, 1969).
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_The industrial revolution and the trend toward urbanization
had broken the family cohesiveness and the society's
collective feeling of responsibility for its members (Nelli

and Marshall, 1969).

In 1574 an Office of Assurances was set up in London,
followed by a Court of assurances in 1601. First life
insurance policy was sold to Mr. William Gybbons, in 1583.

In 1693 Halley created the first scientific mortality tables.
Both government regulation and a scientific basis created a

positive public opinion (Hodgson, 1984).

Life insurance was mostly sold by brokers who hunted insurers
to underwrite risk.. Coffee houses were the place the
institution of insurance was created and emitted. Lloyd's
coffee house shared the prosperity of insurance at that time

and is still a phenomena today.

The first life insurance company for Widows and Orphans was

followed by others in 1700°s in London (Stalson, 1969).

Due to the absence of a law or restriction preventing the
insurance of a person without a person’s permission or a
knowledge, in England, led to abuse and corruption. People
gambled by buying insurance on lives of old, infamous
personages, even Napoleon Bonaparte (Flower and Jones, 1974).
This gave life insurance a bad repute and condemnation by

church and authorities in many countries (Nelli and Marshall,

1969).
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'In the USA first life insurance company was established in
1759 (Zelizer, 1979). The Corporatioanor Relief of Poor
and Distressed Presbyterian Ministers and of the Poor and
Distressed Widows and Children of Presbyterian Ministers is
continuing its existence as the oldest active life insurance
company in the world. Although other religious institutions
followed it, it was not until the 1850°s that 1ife insurance
sales begun to increase. This 100 year delay in development

is worth looking into.

The following section examines the factors that influenced

the development of the life insurance sector in the US.

2.4.2. Factors that Influenced the Development of Life
Insurance Marketing in the USA

This section aims to answer the questions "What factors
promoted the development of life insurance industry in the
USA ?" and "What role can marketing play in the development

of‘life insurance industry ?".

There were life insurance companies in Europe and in the USA
in 1750°s. Life insurance seemed like a perfect solution for
economically destitute widows, there was a scientific basis
for life insurance, people could afford it and policies were
sound. Although insurance became accepted in Europe, the
public, however did not respond in the USA. It was not until

a century passed that 1ife insurance sales began to increase

in the USA (Zelizer, 1979). .3



_Changes in various internal and external factors caused the
acceptance and the development of the life insurance
industry. Among the external factors are: change in values,
economic growth, urbanization, increases in the purchasing
power of the population, changes in the attitude of the
government and the legal authorities. Development of the
life insurance industry was also influenced by internal
factors such as changes in life insurance products and

marketing techniques.

2.4.2.1. External Factors Affecting the Development of Life
Insurance

Value System

Opposition to life insurance resulted largely from a.value
system that condemned a strictly financial eya]uation of
human life. Life was considered §qgred and beyond the scope

e conpmrs e PN

of monetary definition. Cultural definition of risk and

gémbiing al§6ih5djpféiented life insurance sales (Zelizer,

1979).

Traditional economic morality and religion condemned life

]

insurance as a sacriligeous and speculative venture.

A new industrial society was created after the American
Civil War. O01d values and habits declined in value and
attitudes crumbled. The task of selling a commodity in a
materialistic civilization was relatively acceptable. The

task of converting life into commodities, on the other
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Hand was highly complex. In an increasingly industrial
market economy, human life and human feelings were segregated
into their realm. Life insurance took on symbolized

values quite distinct from its utilitarian function, as a new

form of ritual with which to face death.

Convinced of the theological propriety of taking a more
active participatory role in handling human affairs,
clergymen not only insured their own lives, but also became
leading spokesmen for the growing industry. The emergent
voluntaristic religious outlook and the entrepreneurial
economic morality of the latter part of the 19th Century
-legitimated 1ife insurance. The stigma of life insurance as

a form of gambling was erased (Zelizer, 1979).

Economic Growth

A country's stage of economic growth has been considered

one of the determinants of the development of life

insurance (Niwata, 1978). Life insurance in turn supports
the economy (Pritchett, 1985). Economic development in the
USA coincides with the development of life insufance in
1840°s (Zelizer, 1979). Economic growth causes
industrialization, urbanization, higher earning power, which
in turn necessitates life insurance and makes it possib]e for

the public to purchase it.

Urbanization

Urbanization was an important factor that has affected the
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_deve]opment of life insurance in the USA (Zelizer, 1979).
The self suffiqiency of the family unit in an agricultural
economy gave way to economic interdependence with
urbanization (Chernik, 1970). In contrast to the close knit
community in rural societies and the gift type of social
exchange in assisting the destitute widows, there was
impersonality and isolation in the industrialized urban
society. Life insurance was one way the individual could

affiliate with the resources of the society (Stalson, 1969).

This is supported by the fact that first life insurance
companies were organized in the heavily populated cities that
were the centers of economic development in USA (Zelizer,

1979).

Purchasing Power

The purchasing power of the population was not a major cause
preventing the development of 1life insurance industry in its
first 100 years in the USA. The prosperity of trust
companies and saving banks point otherwise (Stalson, 1969).
Although income is evidently an important factor in
purchasing life insurance, use of insurance does not depend
heavily on income. Use of life insurance among several
nations with low respective levels of national income support
this view (Halk Yasam Sigorta A.S., 1991). Examples to
countries of relatively low per capita income that rank high
in per capita premium are Malasia (30 th place), Zimbabwe

(36th place), India (47th place), while Turkey is in 48 th
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place.

Attitude of the Government and Legal Authorities

Attitude of the government and the legal authorities was one
of the reasons that encouraged the development of life
insurance in the USA. While the public showed resistance,
the government and the legal authorities supported life
insurance from the start. Government perceived 1ife
insurance industry as a potential source of revenue, through
tax and also as an institution that éou]d alleviate its

responsibility for dependents (Zelizer, 1979).

This support of the government and»the legal authorities

is unique in the USA. In many European countries, governments
and the legislature often opposed and banned life insurance
at its early stages. In muslim countries there was even a
stronger opposition to life insurance. Saudi Arabia and

Libya deny legal recognition to this date (Zelizer, 1979).

2.4.2.2. Internal Factors Affecting the Developments
of Life Insurance

Changes in life insurance products and marketing strategies

were the internal factors that influenced the development of

life insurance in the USA.

Policies and Premiums:

Extravagant premium rates were considered as an obstacle in

the way of life insurance sales at its early years in the
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- USA. Entrance of the mutual companies to the market reduced
the prices somewhat. Rate reductions however are not
important enough to explain the pace of growth (Zelizer,

1979).

Policies changed gradually to include new clauses such as
incontestability, period of grace. It can be said, however
that these changes came too late to account for the trans-

formation of the 1ife insurance business (Zelizer, 1979).

Changes in Marketing Strategy

Marketing comes up as one of the most important factors that
caused the development of life insurance. A chronological
simultaneity of increase in life insurance sales and the
organization of agency force grant credibility to the power

of marketing (Stalson, 1969).

Two marketing strategies for life insurance are observed
respectively (Zelizer, 1979). The first was appealing to
ethics and the second was creating the image of business

institutions targeting profits.

The first strategy was implemented between early 19 th
Century and 1870°s. During this time 1ife insurance appealed
to ethics using moral persuasion to convince the skeptical
public of the legitimacy of their business. During this
first stage of marketing, earlier modes of assistance were
declared unreliable and inadequate. Morally beneficient

features of life insurance were emphasized in advertising.
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ABuying life insurance was depicted as a social duty.

The second strategy was after 1850's, where the moralistic
approach was replaced by business methods. Industry's image,
functions of life insurance policies and buyer's motivations
all changed to reflect the changes in the strategy.

Companies no longer tried to create an image of
institutionalized bureucracy, but of succesful business
institutions. Transition from ideclogy to commercialism was
alsoc reflected on policies, as they began to emphasize
investment. Life insurance was emphasized as a unique
opportunity for everyone with financial plans. Motives of

the buyers changed from values to interest.

More active marketing produced agents (Zelizer, 1979).

Agents became an indispensible factor in succesful marketing.
Only persuasive and persistent solicitation could break the
ideological barriers against life insurance. After 1870's
agents were motivated by bonuses and they were coached by
mail. It was also proposed that life insurance selling can
be taught. This brought about the inclusion of life
insurance courses in colleges. Organized class work was

started by companies for the agents (Zelizer, 1979).

Merchandising and price competition also became features of
life insurance marketing in 1850°s. A new type of life
insurance called "Industrial Life", targeting the Tower
income industrial workers was developed. Marketing
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_research began to gain importance (Stalson, 1969).

By the end of 19th Century, life insurance had become popular
in the USA mainly due to changes in public attitudes and

marketing effort.

Some factors that are inherent in the USA system continue
their positive influence even today. American legal system
encourages ail types of insurance through Common Law (Smith

and Roberson, 1982).

Persons and institutions are held responsible for their
actions. This liability forces ever&one to obtain insurance.
As a result purchasing life insurance is easier for the
pub)ic. Another important factor is the credit economyr
(Chernik, 1970). In the USA peoplie are able to make large
purchases with a promise to pay in the future, such as
mortgages. The death of the debtor would be very difficult
for the family and the lender without the 1ife insurance

institution.

A similar set of factors are observed at work in Japan and
Europe (Tsuchida, 1987). In most developed countries the
confidence in monetary stability can be said to encourage the
purchasing of life insurance. Economic stability allows the
public to make Tong term investments, such as in life

insurance.
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2.4.3. Prob]em§ Confronting Life Insurance Companies in 7%<~
: Developing Countries -

The term “"developing country” is used frequently. The term
will be defined as countries with low levels of economic and
infrastructural development. Although developing countries
éccount for about 75 per cent of world's population they
account for only 5 per cent of world insurance premium. Per
cent of people owning insurance is very low in developing

countries (Brandmaier, 1989).

There are some common probiems confronting life insurance
companies in developing countries (Samee-ul-Hasan, 1987).
These are high rate of inflation, lack of financial capacity
of the individual, religicus barriers, lack of public
education, negative public attitude toward 1ife insurance,

difficulty in creating a good sales force, and fatalism.

High rate of inflation:

Because of high level of inflation the public is reluctant to
make long term investments. The returns of the policy could
be nullified in the long term if the premium is not increased

in line with the rate of inflation.

Unsatisfactory investment returns:

The rate of return on the invested insurance funds is usually
below the rate of inflation. Therefore there is loss for the
policyholder. According to the author's observation this is

due to two reasons. Investments are restricted in nature due
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to the legal structure and the investment planning;

and management. is inadequate in some insurance companies.

Lack of financial capacity by the individual:

The income of the average person in a developing country is
low. Therefore 1ife insurance can not be one of his
priorities. Providing for the absolutely necessary needs

might already be difficuit.

Religious barriers: *

In some islamic countries life insurance is forbidden. The
basic reasons behind this is that interest earning is
considered sinful. In Turkey just by looking at the volume
of savings in commercial banks it can be cdnc1uded that
religion does not play a determinative role in the
development of the life insurance market in the country.

(Anitsal, 1987).

Lack of public education: 7

Usually, the public is ignorant of 1ife insurance. Also they
are not aware of their need for life insurance. This

necessitates an extensive search process before purchase.

Negative public attitude toward insurance: ,

The public distrusts life insurance companies. The overall

prestige of the sector is low.

The difficulty and cdst of creating a good sales force:

The quality of the agents and their sales force is low. The
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commission system is not motivating persistency of the

policy. In most developing countries the lapse rate is high.

Fatalism: _

Fatalism is another important reason why the insurance sector
does not develop. According to a recent research in Turkey
46 per cent of the population are inclined to believe in faﬁe

(TUSIAD, 1991).

Negative attitude toward institutions:¥

In a society in ovrder for some institutions to work it‘is
vital that trust between people and institutions is
established. Mistrust in_others is a cultural handicap.

A recent research carried out in Turkey shows that Turkish
people mistrust large institutions the most (TUSIAD, 1991).
Obviously, this not without reason, however unless this
problem of trust is resolved, Turkey can not become a modern

capitalist industrial country.
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III. THE LIFE INSURANCE MARKET IN TURKEY

In this chapter the development of life insurance in Turkey
will be examined. The present structure of the life
insurance sector in Turkey will be presented. The role of
the 1ife insurance sector in the Turkish economy will be

analysed. The role of regulation will be discussed.

3.1. The Development of the Life Insurance Sector in Turkey

In Turkey the first insurance policies were written by
foreign companies in the second half of 19th century. The
basic need that necessitated insurance was the fires in the
districts where the minorities lived. The foreign companies
used their own laws and language in contracts (Arseven,

1987).

The reasons why insurance did not develop in the Ottoman
empire were (Arseven, 1987):

1.-The Ottoman Empire was not a commercial state. Trade
was iﬁ the hands of the mirorities. Commerce had Tow
prestige.

2. The negative attitude of the religious Teaders is also
one of the reésons why insurance did not develop in the
Ottoman empire. Two "fetvas" had significant effect. The
first fetva in 1911 stated that, it woé1d be sin for a muslim
person to reéeive a claim after a dispute with the insurer.
In the second fetva by Mustafa Sabir Efendi insurance was
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proclaimed as sin and a form of gambling.

The first Turkish insurance company was founded in 1925,
after the establishment of the Turkish Republic. The Tife -
insurance policies are being written for the past 100 years.
The Turkish Lira lost its value during the second World War.
This was the first loss of confidence in the sector (Borak, *

1978).

The first life insurance company was founded in 1966. It was
a joint venture between Tam Sigorta A.S. and American Life
Insurance Company. The name of the company was Tam Hayat
A.S. At the time 1921- 1930 Swiss mortality tables were
used in Turkey. This company was considered revolutionary
for using 1958 mortality tables, which are still used today.
Due to the high inflation this company transferred its
portfolio to a another insurance company and terminated its

activities (Arsan,1967).

Many other companies also did not respond to two digit
inflation in time. Although they continued their activities,
they could not assure the insured, the future they promised
with their fix premium policies. The people who had bought .
inflation suffered as their policies became practically

useless in value, a second loss of confidence.

Most of the sales were made in rural areas. The producers x
selling in villages misled the people. This was a third

reason why the public attitude és negative toward life



insurance in Turkey.

The religion does not seem to present a serious barrier. The

accounts in commercial banks point otherwise (Anitsal, 1987).

3.2. The Present Structure of the Life Insurance Sector

Social Security and the Pension Fund consiitute two important
pillars of social security in Turkey. These two institutions
address the needs of the two different groups of salary
earners. Bagkur is another social security institution
providing limited security for independent professionals

G
%)
A8

{Bozer, 1986).

Life insurance industry is the fourth pillar of security in
Turkey. In this section the present structure of the sector
will be presented. The present situation regarding the
insurers, -producers and the consumers will be presented

below.

3.2.1. Life Insurance Companies

There are 35 domestic and 15 foreign companies in the
insurance sector.  Im the 1ife insurance sector 23 domestic
and 5 foreign companies operate (Insurance Supervisory
Office, 1993). In 1993}there were 12 life insurance

companies{Sigorta ve Reasurans Sirketleri Birligi, 1994).

A look at the mérket shares indicates that one firm
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accounted for 44.7 per cent of total premium income in 1993
(Sigorta ve Reasurans Sirketleri Birligi, 1994). Following
three companies éccounted for 27.2 per cent of total premium
income. The rest of the companies each had less than 5 per
cent of the market share. Table 3.1. Presents the premium
income and market shares of insurers in life branch in

Turkey.

A1l 1ife insurance companies in Turkey are stock companies
with the exception of Birlik Sigorta A.S., which is a mutual
company. A mutual life insurance company does not have
stockholders and is managed by a board elected by the
policyholders (Akmut, 1980). |

Most insurance companies are subsidiaries of banks or big
holding companies. They were established to provide for the
insurance requirements of these groups of companies. They
did not show considerable marketing effort and could easily
be defined as captive. By.1985 the attractive potential

of the market drew new companies and foreign investors. The

companies began emphasizing the marketing function.

3.2.2. Life Insurance Agents

There were 10,474 agents working in the insurance sector in
1992. Some employ hundreds of people. In 1992, 2,877 new
agencies were established, while 1,797 agencie were ’
cancelied. This turnover of agents points to problems in the
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Table 3.1. Premium Income and Market Shares of Insurers in

the Life Branch in Turkey {Million TL)
THSURER Premium Income Premium Increase Market
1993 1993/1992 Share
AGF Garanti 18,287 203,87 0.74
AGF Garanii Hayat 4,912 0,0 0.19
Aksigorta 58,001 (21,18} 2.34
American Life 83,875 253,41 3.38
Anadolu Hayat 1,108,355 49,41 44.70
Ankara 27,648 85,42 1.11
Basak 224,778 83,93 9.06-
Bati 5,492 84,42 0.20
Bayindir layat 793 0 0.03
Birlik 4,903 223,42 0.20
Commercial U. Hayat 9986 0 0.04
Dogan . 236 60,54 0.01
fmek Hayat 39,500 71,72 1.60
Generali 641 100,94 0.02
Gunes - 65,645 59,70 2.64
Guunes llayat 106,480 186,74 4.30
Guven 22,466 66,62 0.90
Halk 215,496 23,84 8.70
Halk Yasam 234,839 92,96 ~9.50-
Hur 2,550 27,82 0.10
Imtas Hayat © 9,982 121,72 0.40
Isvicre 3,214 90,86 0.12
Herkez 23,945 : (48,66) 1.00
Merkez Hayat 12 0,0 0.00
Oyak 50,276 83,24 2.03
PFA 2,299 (24,33) 0.10
Ray 3,004 , 15,90 0.12
Rumeii Hayat 4,484 54,25 0.18
Sark Hayat 93,353 110,07 3.77
Seker 24,282 103,98 1.00
T.Genel 37,914 63,97 1.52
Total 2,478,628 100.00

sector., The increase in the number of agencies compared to

1991 was 25.8 per cent (Insurance Supervisory Office, 1993).

The agents do not have a specific licence for selling life

They do not have an association for protecting

insurance.
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tﬁeir interests and for controlling the activity of the

agencies.

The legal job description of the sales people employed by
the agencies is nonexistent. These salespeople do not pay

income tax on their commission earnings.

It is quite simple to establish a Tife insurance agency. A
letter of credit and a minimum of legal papers are required.
It only takes a few days to establish an agency. Most
agencies do not take up life insurance sales as their main
business. The law now necessitates the agent to be only

operating in the insurance sales. This is hard to control.

One aspect that is important to notice in the Tife insurance
portfolio movements is the high rate of cancellations. In
1992 1,079,687 new life policies were written. The number of
policies cancelled in the same year was 794,030. This points
to problems at the sales stage which are mostly related to

the agents (Insurance Supervisory Office, 1993).

3.2.3. The Consumers

There was a total of 4,727,693 policies in force in 1992. o ? &

Population was estimated by the State Institute of Statistic s

——

‘

to be about 58,584,000. Only about 8 per cent of the

i
population had some form of life insurance in 1992. Per
capita 1ife insurance premium was 26,823 TL in 1992. These

statisticé reflect the large uggxploited potential of the-



market.

The 1ife insurance in force consists of individual and groub
policies. Group policies constitute 25 per cent of all
policies. There was about 52 per cent increase in the number
of group policies whereas the individual policies increased
“in number by around 8 per cent (Insurance Supervisory Office,

1993).

A very 1nterest1ng research ‘reveals_that the Turkish.society - §<

can still be defined as fatalistic although it carries the

rationality marks of the industrial societies. A further i)ﬂQ W

I F e

finding was that the Turkish society has a high level of .~ /—’1//
=

mistrust towards large companies. This is a factor that
could affect the negative attitudes toward life insurance

companies also (TUSIAD, 1991). e

Re11ance on he}p from famwly and expecting sacrifices from X

ch11dren 1n the future may a1so be factars that 1nf1uence the

Turk1sh peop1e s att1tude tcward }1fe 1nsurance

3
;

A

3.3. The Role of Life Insurance in the Turkish Economy —

The ratio of total life insurance premiums to GNP was 0.016
per cent in 1992 (Insurance Supervisory Office, 1993). Table
3.2. shows that Turkey is preceeded by many developing

countr1es 1n terms nf per capita life insurance premium

(Halk Yasam Sigorta A.S., 1991).
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Table 3.2. World Share of Insurance Premium and per Capita
Life Insurance Premium

Country Share of Premium (%) Per Capita Premium (USD)
Japan 30.33 1,820.5
USA 27.28 803.2
Great Britain 10.17 1,317.7
France 5.93 773.2
Germany 5.45 505.3
South Corea 3.42 588.6
Canada 2.30 635.0
Netherlands 1.89 935.7
Switzerland 1.57 1,723.0
Australia 1.44 618.5
South Africa 1.32 288.2
Italy 1.24 161.1
Sweden 1.08 926.0
Spain 0.84 156.8
Taiwan 0.77 280.8
Finland 0.77 1,138.4
Denmark .40 571.3
Austria .37 349.3
India .36 3.2
Belgium .38 270.3
Norway .34 601.9
Ireland .34 726.0
Mexico 17 14.3
Israel .16 243.4
Thailand .13 16.6
New Zeland A2 267.8
Singapore A1 308.3
China .10 0.7
Malaysia .10 39.8
Portugal .09 66.4
Philippines .08 9.4
Brazil .08 3.8
Chili .08 43.8
Greece .08 58.9
Argentina ' 05 11.9
CzechosTovakia .04 16.6
Endonesia .04 1.5
Hungary » .03 23.9
Iran .03 4.1
Luxemburg .03 510.3
Poland .03 5.0
Pakistan .02 1.5
Turkey .02 2.9
Zimbabwe .02 16.4
Colombia .02 3.7
Morocco 02 4.3
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Country Share of Premium (%) Per Capita Premium (USD)

S.Cyprus ' .01 123.9

Eygpt ’ - .01 1.3
Panama .01

Venezuela .01 .. 2.6
Other Asian .19

Other European , .08

Other African .02

Other American E .01

Total 100.00

The amount of life insurance pfemiums co]iécted in 1992 was
1,571,418 million TL. This amount is a contribution to total
éavings. These savings might not have been drawn into the
the economy through other financial tools. Life insurance
premiums accounted for only 19.23 per cent of all insurance
premiums. Total investment made by life insurance companies‘
in 1992 was TL 1,938 billion TL. Table 3.3 shows the

~ distribution of investments of Tife insurance companies.

Life insirance companies transfer funds to the state through

their investments in state bonds. -

A total of 5,524 people work in the insurance sector. There
were 10,474 agencies as of the end of 1992, each employing a
varying number of sales people (Insurance Supervisory

Office, 1993). 62



Table 3.3 Investments of Life Insurers

in Turkey

INVESTMENTS ' TL (000)
Stocks 56,989,010
Bonds 1,614,668,167
Loans on Life 34,949,954
Insurance Policies

Real Estate 231,943,086
Total 1,938,550,217

3.4. The Role of Regulation and the State

The Tife insurance sector is regulated in most countries with
the basic objective of keeping the insurer solvent. Price is
another factor that is usually regulated by governments to
assure that the general public gets life insurance at

reasonable prices (OECD,1987).

The Regulatory Bodies

Life insurance companies in Turkey are audited by the State
Supervisory Office. State Supervisory Office is a body
authorized by the Prime Ministry, Undersecreteriat of

Treasury and Foreign Commerce.

There is also an Association of Insurance and Reinsurance
Companies. The Association is managed by the representatives
of companies and represents the interests of the insurance
and reinsurance companies by lobbying activity. It issues

statistics, informs companies of changes in laws, works in
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the development of laws regafding insurance., Recently the
association has organized a joint promotion campaign with an
initial budget of 100 billion TL for the improvement of the
sectors image and public education (Turkiye Sigorta ve

‘Reasurans Sirketleri Birligi, 1991).

Regulation Regarding Life Insurance in Turkey

In Turkey life insurance industry is regulated by Insurance
Audit Law number 7397 issued on December 21,1959 and
altered lastly on September 15, 1993. This Law

regulates the entries to the market, formation of companies,
required reserves, intérmediaries, payment of premiums,
prices and other aspects pertaining to life insurance
industry (Turkiye Sigorta ve Reasurans Sirketleri Birligi,

1993).

An important change that took place in 1987 was the |
separation of the accounting of 1ife and non-life insurance
companies. This has eventually led to the law proposal
stating that 1ife and non-life companies had to be
exclusively operating in one branch. Many companies
respoﬁded by establishing their own life insurance companies
after 1990. The required levels of capital was also
increased to 50 billion TL, a requirement to be met in

1994.

Another major change that has affected the life insurance
sector was the income tax advantage granted to life insurance
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buyers in 1987. It consists of reducing the tax base by the
amount of Tife insurance premium. There is a ceiling for
this advantage at the moment restricted to Social Security
Worker's contribution. There is a widespread expectancy
among life insurance companies that this ceiling will be
removed. This will further foster the growth of the premium
income. The funds paid at the surrender of the policy are
tax exempt, however the sum assured paid out at death is
subject to inheritance tax, which can be a considerably high

ratio.

.The new amendments to the law are aimed at reducing the
problems related to the agents. Basicly, probiems related to
collections, lapses, quality of the agencies and auditing of

the agencies.

The state has issued a law entailing high penalties in terms

of imprisonment and money for operations against the Taw.

The Taw imposed additional requirements for the
intermediaries. Intermediaries are required to be at least
high school graduates. Intermediaries had to make mandatory
assurance deposits and to take up being 1ife insurance
agencies as their sole profession. An intermediary
evaluation system will be developed under the supervision of

the Insurance Supervisory Office. |

These new requirements can be expected to increase the

quality, commitment and the pegformance of the
5



intermediaries. At the same time the new Law will make it
harder to withdraw new agents to the sector in the short

term.

The reductions in the limitations of entry for foreign firms
with the change in the Law can be expected to encourage the
development of life insurance industry. It will promote

competition, bring knowhow and technology to the industry.
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CHAPTER IV. AN ASSESSMENT OF LIFE INSURANCE MARKETING IN
TURKEY: A THREE LEVEL EXPLORATORY RESEARCH

This chapter presents the research purpose and design,

sampling procedure, data collection method, a list of

variables used in the study, and analyses of data.

4.1. Research Purpose

The main objective of the study is to make an-assessment on
life insurance marketing in Turkey based on the descriptive
findings of the study. This general purpose can be reached
by making an analyses of the marketing activities, marketing
strategies and marketing orientations of the insurance
companies; studying the agency system and collecting primary
information on agents; examining the consumer attitudes,

expectations and level of awareness regarding life insurance.

4.2. Research Design

This research is both descriptive and exploratory.
Descriptive, in the sense_that, it aims to define present
situation of the life insurance market. bExploratory as it
also puts major emphasis on gaining ideas and insights about

life insurance marketing in Turkey.

The research is conducted at three levels: insurer, producer,

and consumer. The design of these three levels are explained

below.
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4,2.1. Insurer Level

The answers to following questions will be sought:
_gi;what is the marketing orientation of life insurance

companies in Turkey ? |

- What are the marketing strategies of 1ife insurance )}J
companies in Turkey ?

- What are the marketing mix startegies of life insurers in
Turkey ?

- What is the target market of the life insurers in Turkey ?

- Are marketing plans made by life insurers ?

- How many life insurance products are there in the market ?

; How is the organization of the marketing department ?

- What are the insurer's perception of agent attitudes toward
insurers ?

- How does the management perceive consumer attitudes towards
life insurance products and insurance companies ?

- What do the managers perceive as the major problem areas in
the sector ?

- What)are the management's expectations from the state ?

- What are the managers'suggestions for the development of

the sector ?

4.2.2. Producer Level

The questions that will be answered by this reearch are:
- How does the agent pérceive consumer motives in purchasing

1ife insurance ?
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QQgKWhat are considered as the basic objections against buying

life insurance ?

- How do the agents perceive consumer attitudes toward 1ife
insurance ?

- How do the agents define marketing ?

- What are the agent's criteria for choosing a life insurance
company ?

- How do agents define their target clients ?

- What are the main problems of agents regarding the insurers

- What do agents expect as support services from insurers ?

- What changes do the agent's percieve as crucial for the
development of the sector ?

- What is the agent's perception regarding marketing ?

.4.2.3. Consumer Level

The following questions regarding the consumers will be

answered by the research:

{

- What is consumer's the level of awareness regarding life
insurance ?

\ﬁ%ﬁﬁ? what basic reasons does the Turkish consumer purchase
1ife insurance ? |

- What are the consumer's sources of information regardingr
life insurance in Turkey ?

Q;,;é,g,Wflat are the consumer's reasons for not purchasing life
insurance ?

ﬂ;wﬁgt are the saving motives of the Turkish consumer ?
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- How do the consumers rate life insurance compared to other
financial investment tools ?7
rom which point do the consumers prefer to purchase 1ife

insurance ?
\Ahat are the effects of demographic and attitudinal

variables upon 1ife insurance ownership and attitudes

toward life insurance ?

4.2.4, Market Level

Basedron the information collected at insurer, producer and

consumer level, the following questions at the market level

will be answered:

- Is there potential for further growth in the life insurance

sector ?

How can the 1ife insurance sector be developed in Turkey ?

What is the role of marketing in the development of the

}ife insurance sector In Turkey ?

- What. further role can the state play in fostering the
development of the 1ife insurance sectog 7

- What are the basic problem areas in the Turkish life

insurance sector and how they can be eliminated ?

4.3. Sampling Procedure

Three different samples were taken. These are the insurer

sample, the producer sample and the consumer sample.
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‘4.3.1. The Insurer Sample

The Iﬁsurer Sample consists of 15 Insurance Companies out of
a total of 23 companies that distributed surplus to their
shareholders in 1992. Two of the companies interviewed were

gstablished in 1993.

Table 4.1 presents the interviewed companies in alphabetical

order:

Table 4.1. Insurance Companies Interviewed

Insurance

Companies (*) - Position of the Manager Interviewed
1. AGF Garanti Sigorta A.S. Life Technical Manager

2. Aksigorta A.S. | Life Group Manager

3. Anadolu Hayat Sigorta A.S. Life Technical Manager

4. Basak Sigorta A.S. Ass. General Manager/Life
5. Bati Sigorta A.S. | Ass. General Manager/Life
6. Commercial Union Hayat A.S. Marketing Manager

7. Emek Hayat Sigorta A.S. Ass. General Manager/Mrktg
8. Gdnes Hayat Sigorta A.S. General Manager

9. Guven Sigorta A.S. | 1.st. Ass. General Manager
10. Halk Sigorta A.S. Ass. General Manager/Life
11. Halk Yasam Sigorta A.S. Ass. General Manager/Mrktg
12. Imtas Hayat Sigorta A.S. 1.st. Ass. General Manager
13. Merkez Hayat Sigorta A.S. General Manager

14. Oyak Sigorta A.S. Life Technical Manager

15. Sark Sigorta A.S. Ass. General Manager/Mrktg
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4.3.2. The Producer Sample

For the purposes of this research “Prcducef" was defined by
the author as any generai or exclusive agent producing life
insurance policies. The population was based on the 10,474
agents listed in the 1992 Report About Insurance Activities
by the lnéurance Supervisory Office. A close examination of
Istanbul Chamber of Commerce listings show that around 65 per

cent of these agents are bank branches and institutional

customers.

The popuiation of agents can be found as 3,666. Not all sell
1ife insurance. Information obtained from the executives of
the insurance companies shows that each insurance company has

actually very few agents selling iife insurance actively.

Arbitrary listings of the names of the agents were taken from
Halk Yasam Sigorta, Basak ngnrta, Emek Hayat Sigorta and

Gunes Hayat Sigorta. The sample size was determined as 60

agents.

4.3.3. The Consumer Sample

The population was defined as people above 18 years of age

with premium payment capaciﬁy}and no major visib[e

restriction for insurability. The age Timit was chosen as in

Turkey the insurability age is 18 years.

The Sample size was determined, allowing a 5 per cent error
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and the desired level of confidence was selected as 95-pef
cent. The population proportion was estimated to be 50 per

cent. The sample size is calculated as 384. (%)

4.4, Data Collection Method and Instrument

In this part of the research, the methods and the instruments
used in data collection are explained in detail.

4.4.1. Data Collection Methods

Data collection methods are explained in this part for the
insurer, producer and consumer samples.

4.4.1.1. Data Collection Method for the Insurer Sample

Top managers were targeted. When it was not possibie to
arrange a meeting with the top management, they were asked to
give the name of the manager who was informed about company
policy on 1ife insurance marketing. An appointment was then

secured with this manager by phone. Each manager was

(1 - )1
(*) Using the formula n = _é ————————————————— , where n is the
sample size, is the estimated population proportion, z is
the z value associated with the confidence Tevel.
(.50) (.50) (1.96)
= e = 384.16
(0.05)
From Green and Tull, 1978.
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" telephoned to secure an appointment. The purpose of the
study was explained to them during the call and they were

informed that the interview would take around 45 minutes.

Data was collected through a face-to-face interview. An
undisguised and unstructured questionnaire was used. The
average interview time was one hour. The interviews were

completed between February 8 to April 8, 1994.

4.4.1.2. Data Collection Method for the Producer Sample

The 60 agents were mailed questionnaires with a letter
explaining the purpose of the research and that their names
were given by Halk Yasam Sigorta, Gunes Hayat Sigorta, Basak
Sigorta, and Emek Hayat Sigorta. The mailing was done

on February 15, 1994. One week after the mailing of the
questionnaires, two foliow up phone calls were made, each

one week apért. At this time some of the guestionnaires
sti11-haé not reached their destination. In two months 41
questionnaires were returned. 30 quéstionnaires then were

mailed out to new addresses. The number of valid respenses

were 44,

4.4.1.3. Data Collection Method for the Consumer Sample

The sample elements were selected on a judgemental sample
basis, that is handpicked to serve the research
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purpose. The elements of this judgemental sample consisted
mostly of the employees of various manufacturing and service
companies as they easily fit the defined age, health and

income group.

A self-administered, structured and undisguised guestionnaire

was applied.

4.4.2. Instruments Used in Data Collection

Three questionnaires were used to collect data from the

{insurers, producers and the consumers.
£.4,2.1. The Insurer Questionnaire

The Insurer questionnaire consists of 28 open-ended and three
close-end questions/on.a four point Likert-Scale; no middie
point was used to eliminate the possibility of concentration
of the responses in the middle. There were also four

demographic questions. Appendix-1 includes the the insurer

' quqftionnaire.

The questionnaire follows mainly, Philip Kotler's marketing
Audit Model. This comprehensive questionnaire is directed

towards gathering information on (Kotler, 1991):

- The Macro Environment
. Demographics
. Political

. Cultural
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~ The Task Environment
. Markets
. Customers
. Competitors
. Distributers (Producers)
- The Marketing Strategy
. Business Mission
- Marketing Organization
. Formal Structure
- Marketing Systems
. Marketing Planning
. Market Research
. New Product Planning
- Marketing Function
. Products
. Advertising, Promotion and Publicity
. Distribution
- Marketing Orientation Berry, Conant and
Parasuraman, 1991) |

- Marketing Communication (Webster, 1992)
The questions and the variables they are designed to measure
are presented in 4.4.3.
4.4.2.2. The Producer Questionnaire

The producer question consists of three main parts. In the

first part information on the ggency is gathered. This part



provides information such as the main Tine of business, the
insurers worked with, years of business, other business

activities. Appendix-2 includes the producer guestionnaire.
In the second part of the questionnaire the agents are asked

to answer 18 questions.

Question one measures agents's years in the sector. Question
two measures the three job attributes agent prefers.

Question three measures the insurance ownership of the agent.
Question four collects information on the distribution
channels of the insurer the agent works with. The frequency
of training attended is measured by Question 5 and type of

training programmes is measured by Question 6.

In Question 7 respondent is asked te mark the frequency of
his written and oral communication with the insurer.

Question 8 measures the reasons of communication. Question 9
collects information on the support services expected from

the insurer.

The agents' problems with the insurance company are measured
by Question 10. Agent's criteria in choosing an insurance
company is measured by Question 11. Question 12 measures
prospecting modes. Question 13 measures the agent's

perception of consumer motives in buying life insurance.

The most frequently encountered consumer objections against

life insurance buying are measured by Question 14.

perceptions of consumer attitugss toward 1ife insurance is



measured by Question 15. Agent's opinion on ways of
improving consumer attitude regarding life insurance is
measured by Question 16. Marketing orientafion of the agent
is measured by Question 17. Future expextations of the agent

regarding life insurance market are measured by Question 18.

There are three open ended questions in the second part,
Questions 1, 13 and 17. In questions 2, 3, 4, 5, 6, 9, 10,
12, the agenl is asked to mark all applicable alternatives.
In question 7 the agent is asked to mark one alternative each
for writen and oral communication with the insurance company.
In questions 8, 11, and 16 the agent is asked to rank the
alternatives in the order of importance. In Questions 15 and
18, four-point Likert Scale with no middle point was used to

eliminate the possibility of responses in the middle.

The third part consists of demographic questions on age, sex,
educational level, marital status, number of married years,

number of children, and number of club memberships of the

respondents.

4.4.2.3. The Consumer Questionnaire

A structured and undisguised questionnaire was used in
obtaining the data from the consumer sample. The

questionnaire is presented in Appendix 3.

Consumer awareness regarding insurance is measured by
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Question 1 and ownership of insurance is measured by Question

2, both by open-ended questions.

Question 3 measureé percieved benefits of 1ife insurance and
the consumer is asked to rank up to three the relevant

choices.

Life insurance ownership is measured by a "yes" or "no" in
Question 4. Those answering "yes" are asked to answer
Question 5 on reasons of purchasing 1ife insurance. This
question also requires the consumer to rank up to three
relevant choices. Life insurance owners also answer question
6 on major factors influencing purchase decision. The

consumer can mark all applicable choices for this question.

Both owners and nonowners of life insurance are asked to
answer Question 7 on criteria in choosing a 1ife insurance
company. In this guestion the respondent ranks up to three

the applicable choices.

Respondents not owning Tife insurance are asked the reasons
of not buying in guestion 8. The nonowners of T1ife insurance
are asked under what conditions they would buy insurance in
Question 9. In both questions respondent is askzd to rank up

to three relevant choices.

The rest of the questions are to be answered by all
respondents. The preferred mode of payment is measured by
question 10 and hrefered point of purchase is measured by
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question 11. The respondent is asked to mark all relevant

choices in these close-ended questions.

Question 12 measures saving behavior of the respondent.
Respondent is asked to make one choice. Question 13 measures
the saving motives and Question 14 measures preferences among
various saving forms. Consumers' sources of information
regarding life insurance is measured by Question 15. The
consumer is asked to mark all relevant choices in these

closed-ended questions.

Question 16 measures the order of preference among various
saving tools and asks the respondent to evaluate each saving
tool on its liquidity, profitability and value retention on a
four point likert scale, without a middle point to

eliminate central tendency.

Expectations from a Tife insurance policy are measured by
Question 17. The respondent is asked to rank in the order of

importance up to three.

Question 18 measures a set of attitudinal variables: Consumer
attitudes toward life insurance policies, insurance
companies, agents, risk, fate and trust in other people and
future expectations. The respondent is asked to mark his
opinion on statements measuring the variables on a four point
Likert Scale, with no middle point to eliminate central

tendency.
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Question 19 measures type of security respondent has for

the future.

The second part of the questionnaire is on demographics.

| Information is collected on the sex, age, marital status,
number of children, age, sex and education of children,
education and income level, profession, employment position

and work situation of the respondent.

4.4.3. Variables Used in the Study

Most of the variables used in the study were developed by the

T e e T

researcher. Some of the variables were adopted from the

e

ligéféiﬂreyﬁ&he sources of which are shown in Table 4.2,
Table 4.3. and Table 4.4.

The following three tables present in order, the variables

used in the insurer, producer and consumer questionnaires.
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Table 4.2 Variables Measured by the Insurer Questionnaire

Question )
Number Variable Source
1 Factors hindering development Developed
of the 1ife insurance sector
in Turkey
2 Major problem of the life
insurance sector in Turkey Developed
3 Market advantages | Developed
4 Role of the state in the Developed

development of the life
insurance sector

5 Marketing Orientation Adopted from
, Berry, Conant,
Parasuman, 1991
Barksdale and
Darden, 1971.

6 Business Mission Adopted from
Kotler, 1991

7 Marketing Communication Adopted from
Webster, 1994

8 Marketing Orientation Adopted from
Kotler, 1991

9 Formal Structure Adopted from
Kotler, 1991

10 Marketing Planning Adopted from
Kotler, 1991

11 Target Market Adopted from
Kotler, 1991

12 Number of Products Developed

13 Products to be withdrawn Developed

from the market
14 New Products Planned Developed
15 New Product Management Adopted from

Kotier, 1991
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Question Number Variable

Source

16

17

18
19
20
21

22

23

24

25

26

27

28

2%
30

Market Research

Distribution Strategies

Agency Organization
Agency Training
Problems related to agent

Perception of agencies'
attitudes toward insurer

Support Services offered to

Agents

Prometion Strategies
Media used

Use of Publicity

Public Relations Activiti

Advertising Efficiency

Perceptien of consumer attitudes
towards life insurance products

Perception of consumer attitudes

S

es

toward insurance companies

Level of automation

International Arrangement

S
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Adopted from
Kotler, 1991

Adopted from
Kotler, 1991

Developed
Developed
Developed

Developed
Developed
Adopted from
Kotler, 1991

Adopted from
Kotler, 1991

Adopted from
Kotler, 1991

Adopted from
Kotler, 1991

Adopted from
Kotler, 1991

Developed

Developed

Developed

Developed



Table 4.3. Variables Measured by the Producer Questionnaire

Question Number Variable - Source

1 Number of years in the sector Adopted from
Ahmed, 1977

2 Things 1iked about work Adopted from
Ahmed, 1977

3 Insurance Ownership Developed

4 Level of information on insurers

marketing activities Developed

5 Training frequency Developed

6 Type of training Developed

7 Frequency of communication Developed

8 Reasons of contact with insurer Developed

9 Expectation of support services Developed

10 Problems related to insurer Adopted from Parasuman

Zeithaml, Berry, 1986

11 Criteria in selecting an insurer Adopted from
Lynch, 1987

12 Ways of determining potential Adopted from
clients Lynch, 1987

13 Perception of consumer motives Developed
in purchasing Tife insurance

14 Consumer objections Adopted from
Ahmed, 1977

15 Perception of consumer attitudes Developed
toward 1ife insurance

16 Ways of improving consumer Developed
attitudes towards life insurance

17 Definition of marketing Developed

18 Future outlook regarding life Developed
insurance
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Table 4.4. Variables Measured by the Consumer Questionnaire
Question Number Variable Source
1 Awareness of insurance Developed
2 Ownership of insurance Developed ‘
3 Perception of benefits of Tife Developed
insurance
4 Life insurance ownership Developed
5 Reasons for purchasing 1ife Adopted from
insurance Ahmed, 1977
6 Major factors in purchase Adopted from
decision Ahmed, 1977
7 Criteria in choosing insurance Adopted from
company Ahmed, 1977
8 Reasons for not owning life Adopted from National
insurance Council of Economic
Research, India, 1979
9 Conditions for purchasing Developed
1ife insurance
10 Choice of premium payment media Developed
11} Preferred point of sale Developed
15 Sources of information on Adopted from National
1ife insurance Council of Economic
Research, India, 1979
12 Saving Behavior Adopted from
Ferber and Lee, 1980
13 Reasons for Saving Adopted from National
Council of Economic
Research, India, 1979
14 Preferred saving tools Developed
16 Order of Preference for Developed

Saving Tools
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Question Number Variable Source

18 Attitudinal Statements

a. Openness to new ideas TUSIAD, 1991 (*)

b. Attitude toward saving Ferber and Lee, 1980

c. Trusting institutions TUSIAD, 1991

d. Attitude toward insurance Developed
companies

e. Attitude toward new products Developed

f. gnow1edge regarding 1{fe Fields, 1988
insurance

g. Attitude toward risk Green, 1963

h. Attitude toward fate TUSIAD, 1991

i. Attitude toward life Developed
insurance sellers

j. Trusting other people TUSIAD, 1991

k. Attitude toward change TUSIAD, 1991

1. Attitudé toward life Developed

insurance products

19. Future source of security Deveioped

* TUSIAD report mentioned wés prepared by Erguder, Esmer and
Kalaycioglu in 1991. '
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4.4.4. Analysis of Data

The computer program SPSS-X was used to attain frequency

~distributions and Chi-square analysis of the responses.
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CHAPTER V. FINDINGS OF THE STUDY

Findings of the study will be analyzed in three parts:
insurer, producer, and consumer.

5.1. Findings Related to the Insurers

Findings related to the insurers will be presented in this

part.

5.1.1. Factors that Hindered -the Development of the L1fe
Insurance Sector in Turkey )

The 15 managers interviewed expressed their opinion on
factors that hindered the development of the 1ife insurance

sector in Turkey as presented below.

Factors Related to Sales:

The answers to the question "Nhat are the factors that

hindered the growth of the 'l,1fe;,,ln,s,u;!:‘ance:ﬂse,‘ctor in Turkey ?"

Pm——— 2

concentrated around factors related to sales.

Eight executives mentioned the inadequacy of the sales
persons. There is very high turnover among the salespersons

working at life insurance agencies. Sales persons do not

conswder 11fe 1nsurance as a ser1ous Jcb opportun1ty Their
1eve1 oF educat1on ard tra1n1ng is ﬂot sat1sfact0ry They
are not proper!y equipped to dea] with the targetéd high
income consumer. They do not have a Ticence for selling life

1nsurance They do not have asgegal status and do not pay

T ST



tax on commissicns they earn.

Three executives mentioned rural sales. Until recently most
of the Tife insurance policies were sold in rural areas.

The policies sold in rural areas usually have very low
premium and low life insurance cover. The consumer in

many villages have been misled. This is also a reason

Teading to negative attitudes and high cancellation rates

In Turkey the sales motive of life insurance policies is
usually retirement and not insuring of lives. As a long term
saving tool it has less chance in such a volatile economic
environment versus an annual term policy. The real need life
insurance satisfies is insuring against untimely death or
disablement. Being misled by promotion, people expect high
Tumpsums in a short span of time or early retirement. Five
executives mentioned this as a reasdn why the 1ife insurance

sector did not develop in Turkey.

The agents are given a commission on life policies that is
spread into three years. They in turn, pay commission to
their sales people for only new sales. As the sales people
are not rewarded by renewal premiums, they have no interest
in the persistency of the policy. This also causes

immorality. This factor was mentioned by one manager.

Economic factors:

The six executives who mentioned high rate of inflation,

emphasized that people were re?gctant to enter in long term
8



contracts in unstable economic conditions.

Underdevelopment of money markets and the disadvantages of

the monetary syétem was mentioned by two executives.

Negative real return on Tife insurance funds was mentioned by
three executives. Low savings was mentioned by two

executives.

Lack of technical staff:

Lack of qualified technical staff in managing life portfolio
was mentioned by six executives. The main cause for this is
explained by the executives as the Tow prestige of the

sector.

Low awareness regarding life insurance:

The five executives who mentioned low awareness, stated that
Tife insurance is not one of the priorities of the consumer.
Life insurance insurers advertise the product and not the
insurance concept. This creates a potential consumer group
that is susceptible to being mislead. The consumer is not

aware of the need for insurance.

Negative Attitude Toward Life Insurance:

Four executives mentioned negative attitude toward life
insurance and the Tow prestige of the sector as factors that

hindered the growth of the life insurance sector.

Insurer's attitude:

According to three executives the insurers were not actively
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marketing 1ife insurance until 1980's and did not take

this branch of insurance seriously.

Qther factors:

Each of the following factors are mentioned by one executive:

. The state does not have a positive outlook toward life
insurance companies. As one executive put it, "The state
does not trust the life insurance companies. You can't
go far with that kind of understanding”.

. The legal structure pertaining to 1ife insurance is
inadequate.

. The developed Social Security system left no need for
private insurance.

. The short term outlook of the shareholders towards their
investment in life insurance sector. The shareholders
expect profits on a very short-term basis while the
breakeven point in a 1ife insurance company can take
around 7-10 years as the company accumulates a portfolio
of policyholders.

. Lack of automation systems was one of the reasons that the
companies could not adopt to changing social and economic
conditions. _

. Problems related to premfum collection modes is mentioned
as a major inefficiency, leading to policy cancellations
and financial loss for the insurer.

. The average consumer is not aware that Tife insurance
premiums can be deducted from income tax base monthly.
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5.1.2. Major Problems of the Life Insurance Sector in Turkey

Problems that were mentioned by each of the five executives
are:
4)<f Low consumer awareness regarding 1ife insurance.

. Lack of free and reliable mortality rates: Lack of free
rates prevent combetition. Lack of reliable mortality and
morbidity rates in Turkey are seen as an important peril by
the executives of life insurance companies.

. Inadequate sales channels: Agency systems are seen as

inefficient and unqualified.

The problems that were mentioned by three executives are:
. Problems in premium collection.

. Negative attitude toward 1ife insurance.

The problems that were mentioned by two executives were:
. Low quality of the insurance company employees
.. Inadequate infrastructure of the sector
,(”‘Inflat1on
. Rural sales
. High cancelletion rates
. Limitations of investment tools.

. Low prestige of the sector.

Each of the problems below were mentioned by one executive:

. Inadequate products

. Problems of economies of scale due to lTow volume of
‘business.
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. The short term outlook of the shareholders investing in
life insurance business.

. The tax advantage is insufficient and the tax system
related to insurance is inadequate. The tax deductibility
of premiums paid by companies for group insurance is
still a much debated issue. The inheritance tax imposed on
life insurance policies is not regarded positively by
insurer's either.

. Lack of legal framework: The legal framework is very weak.
There are reguiations instead of laws ruling the sector.

. The negative attitude of the state toward life insurance
companies.

. Promotion of retirement versus life assurance.

. Lack of EDP systems: Many companies still lack an
integrated computer system to monitor the flexibility
required by contemporary life insurance products.

. Negative real returns earned on life insurance funds: The
investment options are limited and and the profit share

system is outdated.

5.1.3 Perceived Advantages of the Turkish Life Insurance
Market

Nine executives stated that there is a large and virgin

market in Turkey. Three executives also pointed that social

security systém was inadequate and 20 million people did not

have any form of social security. Four executives said life

insurers could benefit from th;g large potential only if they



gained a long term outlook. Two respondents stated that

there was no advantage of the Turkish 1ife insurance market.

The following advantages were each mentioned by one

executive:

. With the present rate system, 1ife insurance companies can
be set with a lTow capital and stiil survive. In the
West to set up insurance companies requires high sums of
capital.

. There is a tax advantage given to policyholders.

. The present profit share plan allows every company a

different rate.

5.1.4. Expected Role of the State in the Development of the
Life Insurance Sector

~

The most frequently given response as to the role of the
/

/

state in the development of the 1ife insurance sector was the(
permission to tax deduct all life insurance premiums. This \\
respohse was given by four executives. One executive also

mentioned that Inheritence Tax on life policies must be K

eliminated. "Life insurance is not an inheritance but a \

1
replacement of Tost income" was the argument of the Vi
respondent.

Three executives expect the state to provide the necessary
legal étfﬁéture. Three executives mentioned that the state

should introduce new investment options for life insurance
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funds.

Two executives mentioned that profit share given to the

policyholder must be tax free.

Each of the below was mentioned by one executive:

. Instead of supporting social security systems the state
should privatize them.

. The state should have insurance as a course subject in
high school and college curriculum.

. The sales persons selling life insurance should be given a
Tegal status and must be taxed.

. The state should esfab]ish a committe for research and
should take the views of the Insurance Supervisory Office
seriously.

. The State should not interfere.

. State should increase control.

. State should stop controlling details but control the
operations on a logical basis.

. State should not regulate the premium rates.

. “Tﬁe state should first of all trust 1ife insurance

companies.”

5.1.5. Marketing Orientation in Life Insurance Companies

The responses to the role that marketing can play in the
development of the Tife insurance sector were as follows:
Five executives said marketing played the most important
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role, while 3 stated that marketing can play a very important

role in the development of Tife insurance sector.

Three executives stated that sales is very important.
Two executives remarked that the consumer must be told the
truth during the sales stage and after sales service must be

emphasized.

One executive stated that at this stage marketing can play an

educational role in the development of the 1ife insurance

sector.

One executive stated that marketing must concentrate on sales
through emphasis on promotion and public education.
One executive stated that the sales persons should be very

well trained on all technical details.

One executive stated that sales must be carried out by

agents.

One executive stated that the market can be developed with

individualized products and trained sales peoglg.

5.1.6. Basic Marketing Objective of Life Insurers

The major marketing objectives of the 15 companies as stated
by their executives are -as presented below:

. "To create an elite image".

. "To be the market leader in new sales”.

. "To reduce cancellations and adjust premiums in accordance
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with the economic conditions”.

. "To have long term relationship with thg policyholder by
reducing cancellations”.

. "Educating the public through agents, creating the need for
life insurance and reducing cancellation rates”.

. "Selling term policies and foreign exchange 1inked
policies”.

. "To attain high rate of return on investments, offer high
quality and fast service".

. "Personal risk management: Selling df the right product'to
the right person at the right time".

. "Developing credit 1ife insurance product and moving out of
the whole 1ife market®.

. "Creating a good name through speedy payment of claims".

. "Always answer ail questions and offer fast service".

. "Honest sales, emphasizing the risk aspect of the policy".

. "To maintain a real growth rate, control costs and keep the
clients by good relations. We emphasize honest sales and
promptly correct any errors”.

. “Utmdst good faith and good service".

. "To create a serious, dependable, big company image. We

would do everthing not to hurt our image".

5.1.7. Marketing Communication in Life Insurance Companies

When asked whether the business mission of the company was

clearly explained to all emp1og$es and agents, eleven



executives stated that the objectives were clearly
communicated. The respondents explained that the objectives
are communicated mostly during training aﬁd meetings. Very

few companies have "written" company objectives.

Three executives said that the marketing objectives were not
compietely communicated to staff and agents. One executive
stated that the marketing objective of the company was not

clearly communicated to the employees and agents.

5.1.8 Formal Marketing Structure

In seven out of 15 comhanies there was a formal marketing

structure.

In four companies there were Assistant General Manager of
Marketing. Beneath this level there were specialized and

sophisticated marketing teams.

In a new company there is a Marketing Manager reporting to

General Manager.

In one of the companies the Group Marketing Manager and
Agency Manager reports to an Assistant General manager whose

main function is not marketing.

In one of the companies there is a Marketing Manager

reporting to a Technical Assistant General Manager.

The other eight companies did not have a Marketing
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Department. Marketing is still not considered a main
function of the company in these companies. These companies
realized their marketing activities as exb]ained in detail
below:

. In four of the companies there was no formal marketing
department, technical people also sold the policies. Iﬁ
this case product is sold mostly through agents. There is
a department for servicing the agents.

. Two companies that did not actively market their life
products established relations with the consumers through
Policyholder Relations Supervisors.

. In two companies thére were four sales persons reporting to
Life Technical manager, who in turn was reporting to an
assistant General Manager whose sole function is not

marketing.

5.1.9. Marketing Planning

Mumber of companies having marketing plans for life insurance
sales ‘is thirteen, while two of the companies do not have

marketing plans or sales targets.

5.1.10. Target Market of Life Insurers

Three of the companies stated that they did not have a
defined target market. These companies are those with large

agency networks.
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Eight companies are targeting middle and high income groups

with continuous salaries.

One company is targeting loan purchasers and is working with
the bank affiliate in writing policies for consumer credits.
One company is specifically targeting its institutional
clients in non-1ife branches. One company is targeting the
sophisticated consumer with high Tevel of awareness. One of
the companies who is not actively marketing life insurance is

aiming at maintaining its present policyholders.

5.1.11. Market Research

Eight/cﬁﬁﬁénies stated that they have market research carried

out. The purposes of market research mentioned were, to learn

about prices and pc]1C1es of competitors, to be informed on
the company image and to learn the reasons of cancellation.
Some companies have continuous market research contracts.
Some companies also consider the information provided by the
agents and direct sales persons to be a valuable source of

information.

Seven companies do not carry out any market research.

5.1.12. Product Strategies

Life insurance companies most commonly classify their
products into three: Term, Whole Tife and Group policies.

Other policies are actually vigéations of these policies.



Some variations of policies are child policies, education
policies, women policies and credit 1ife policies, each

targeting a different market niche.
Table 5.1. shows the number of products companies have.
Table 5.1 Number of Life Insurance Products of Life

Insurance Companies in Turkey

Number of Life

Insurance Products Number of Insurers
7 3
3 5
4 2
5 1
7 2
9 2
1 1
4] TOTAL 15

Products to be withdrawn from the market:

Twelve companies are not considering withdrawing any life
insurance products from the market. Two companies are
planning withdrawal, while one company is considering

revising a poiicy.

New Product Planning:

Seven companies are planning to introduce one or more new
products to the market while three companies are planning the
revision of existing products. This can be seen in Table

5.2.
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Table 5.2 New Products Planned by Turkish Insurers

New Product Plans Companies
Not in near futur 5
Yes ‘ 5
Two new products planned 2
Revising existing products 3

5

Total 1

New products are designed by the life department in four
‘companies. In three companies new products are developed by
a committee consisting of the marketing, technical and EDP
departments. In three companies there is no defined unit for
developing new products. In two of the companies new
products are developed by the marketing department. In one
company research and development manager is responsible for
developing new products. In another company Marketing
department and System Research and Development departments
work as a team. One of the companies has established a life
company. It is not actively marketing life insurance

anymafe, therefore, there is no new product planning.

5.1.13. Distribution Strategies

In this part the findings on the distribution channels,
agency organization and training, the support services
offered to the agents, insurer's problems related to the
agents and insurer's perception of agent attitudes toward

insurer will be explained.
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Distribution Channels:

Although all 15 companies have agency agreements with banks,
only seven executives mentioned the bank branches as a

distribution channel.

A1l 15 companies work with agents. Agencies still seem to be

the main distribution channel of all companies.

Group sales is mentioned as a distribution channel by 12
companies, although not all of them have a special sales
force for group sales. Only five companies have special
sales forces selling group insurance. Managers of the
company or sales persons sell group policies in the other

companies.

Direct sales force for individual policies were mentioned by
nine companies. Only six companies have specially trained
sales forces whose main responsibility is to sell individual
policies. In other three companies technical staff sell

policies when approached by a consumer.

Direct mail is mentioned by four companies as a distribution
channel. Executives also remarked that their attempt at

sales through direct mail was'unsuccessfu].

Two companies sold policies through television. One Tife
insurance company sold insurance by a major newspaper. This
was an unsuccessful project. One company sold life insurance

policies through a large supermarket chain.
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Agency Departments:

In 12 companies a manager reporting to an assistant general
manager is respon;ible for agency managemeht. In one of the
major companies there are three specialized agency
departments: professional agents, institutional agents, major

agents.

In the other two companies there is no agency department.
In these two companies agencies are an additional
responsibility of a marketing manager and technical manager,

respectively.

Agency Training:

In nine companies there is no training department. In the
other six companies there is a person or a department
responsible for training. In these six companies annual
training program is predetermined. The subjects of training
are basic insurance concepts, legal issues, 1ife insurance
products and sales techniques. Custom designed training is

given to the agents that request it.

In the nine companies with no training department the
training is given by the managers of the company. There is
no periodic training. Training is offered at the
establishment of an agency or at request. Since the managers
give the training, not all companies can offer training on

marketing and sales techniques.
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Problems related to agents:

Three executives said that there was no problem related to
agents. These executives emphasized that the problems usually
are due to mismanagement of insurance companies and selection
of wrong agents. These three executives mentioned that the

agents are an inseperable part of the insurance system.

The answers concentrate on the view that the agents should be
more professional and consider this job as worthy of
investment. The five executives who shared this opinion
stressed that the agent should have a long term approach to
the business. One executive remarked that, " Agents think
short term and the insurers do not take the agents

seriously"”.

Five executives mentioned that the agents resist to company
procedures such as collection periods. Long delays in

collection have important financial effects on the companies.

Four executives stated that the agents are not chosen right.
One executive remarked that "Anyone can become an agent, but

none of them are right for the job."

Three executives stated that low morality is widespread among
agents leading to misleading sales and to deteriorating image

of the sector.

The following were each mentioned by one executive:
. There are communication problems ("due to agent quality"}.
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. Agents should understand that the interest of the agent and
the insurer is the same.

. Agents should be open to innovation.

. Agents should resolve their recruitment problems and stop

high turnover among their sales persons.

Insurer's perception of agent attitudes toward insurer:

Out of 15 executives 13 said that the attitude of the agents
toward the insurance company was positive. Two executives
said the attitude is very positive. One executive stated

that attitude of the agents toward his company is negative.
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Support Services offered to Agents:

Companies offer agents varying degrees of support. The
interviews revea]ed that this support can<range from being
"minimal” to furﬁishimg the agency:

Training:

Training was the most frequent support offered to agents by

the insurer. Training was mentioned by nine executives.

Marketing support:

Marketing support was mentioned by three executives. This
means at times a sales supervisor of the insurance company
goes to sales calls aleng with the agent’s sales person to
give on the job training and motivation. Special training

on sales is also considered marketing support.

EDP support:

EDP support was mentioned by four executives. This support
can range from access to insurer's computer mainframe, to

providing PC's and software.

Bonuses:
Bonuses were mentioned by five executives. Bonuses can
range from office equipment like a telefax machine to

expensive trips to foreign countries.

Sharing establishment expenses:

One executive stated that when it is expected to be worth it,
the company would help out with the setting-up costs of the

agency, such as decorating an?oiurnishing the office.



Another executive stated that the office of the agent is the
property of the insurance company. The office of the agent

is completely furnished by this insurer.

Other support services offered to agents:

One executive noted that all after sales service is handled
by the insurer and this is the greatest support. The
insurers also give the agents lists of policies and

commissions.

A1l companies provide brochures to their agents. Varying
amounts of promotional material is also provided to the
vagent; One executive remarked that they offered assistance
during special advertising campaigns of agents. Anoiher
executive mentioned that their heavy advertising during the

year was the greatest support.

5.1.14. Promotion Strategies

Five executives stated that their companies did not believe
in advertising, as usually it is hard to see the direct
-effect of advertising on 1ife insurance policy sales. They
also noted that advertising is a major investment. They
emphasized that their companies invest in the sales force .
Two executives claimed, their service is their greatest

advertisement.

Three executives stated that they considered advertising

very important, but could not glearly state the advertising
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strategy. These three companies have very large

advertisement expenses.

Three executives stated that they advertised the image.
Two executives stated that their objective is to advertise

the product.

One executive stated that the basic advertising strategy of
the company is to support the agent. Another executive said
their advertising strategy is to retain present policyholders

through frequent communication and promotional material.

Table 5.3 shows the media use of life insurance companies in

1993.

Table 5.3 Media Used in 1993

Number of Companies that

Media Used the media in 1993
Television 5
Newspapers 6
Radio 3
Magazines 3
Posters 2
Billboards 3
Wall painting 1
Street and Roof Signs 2
Brochures 11
Promotional material 4

Use of Publicity:

Most life insurance companies make use of publicity. This

usually takes place as small statistical information about
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‘the insurer in newspaper columns about companies. Five
companies make use of good relations with the media and send
press bulletins.  Six companies use a public relations
company or their advertising agency. Use of publicity by

1ife insurance companies is shown on Table 5.4.

Table 5.4 Use of Publicity by Turkish Insurers

Use of Publicity Number of Companies
Creates publicity with own sources 5
Creates Publicity throgh PR Co./Ad. agency 6
Does not create publicity 3
Stays away from publicity 1

Public Relations Activities:

Four companies have a Public Relations department, while one
has a person with this responsibility. Four companies take
outside help for public relations. Six companies do not have
public relations activity.' Table 5.5 summarizes

public relations activities of 1ife insurers.

Some of the public relations activities mentioned by the
respondents were: Tree planting campaigns, chess

tournaments, sponsorship to various organizations.
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Table 5.5. Public Relations of Life Insurers

PR Activity Number of Companies
Has Public Relations Department 4

Has Public Relations Supervisor 1

Uses PR Agency 4

No PR activity 6

Advertising Efficiency:

Only one company carries out annual advertising efficieny
research. Other companies do not test advertising

efficiency.

Cooperation with Advertising Agencies:

Another finding regérding promotion of life insurance
companies is that life insurance companies find it very hard
to work with advertising agencies. Many of the insurance
companies have worked with several agencies. The main reason
for this is explained by the respondents by the life
insurance product. The product is intangible and complex.
The agencies aré accused by the respondents of not spending
enough time understanding the product, its intricasies and

what it should represent to the consumer.

5.1.15 Perception of Consumer Attitudes Towards Life
Insurance Products and Life Insurance Companies

Table 5.6. summarizes respondent's answers to what they think
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is the consumer attitude toward life insurance products and
insurers, on a four point Likert scale. Strikingly, nearly
unanimously the respondents believe that the consumer has a

negative attitude toward life insurance companies.

Table 5.6. Consumer Attitudes Toward Life Insurance Products
and Life Insurance Companies as perceived by

Respondents
Perceived Attitude Towards Products Toward Insurers
Very Positive 0 0
Positive 6 1
Negative ] 14
Very Negative 0 0

5.1.16. Main Problems of Insureﬁs Regarding the Consumer

One executive said that there could be no problems
originating from the consumer, but problems caused by
insurers. Two executives stated.that consumers are not
protected propefly by consumer protection organizations in
Turke?. fhese werekvery refreshing view as all the other

executives attributed the sectorial problems to the consumer.

Three respondents stated that consumers are being cheated
easily. There is a discrepancy between what the consumer
expects from the products and the product policyholder

receieves.

One respondent noted that thelggnsumer should search more



extensively, as there is no proper sales person that can take

care of the needs of consumer.

Five executives blamed the consumer for being ignorant
regarding 1ife insurance. One executive worded the same

concern as the lack of promotion on insurance in general.

Two execuytives noted that there was a collection problem

caused by the policyholder.

Three respondents mentioned the negative attitude of the
consumer toward life insurance companies. One of them
commented that "the public is prejudiced and does not trust

1ife insurance companies”. J

One executive remarked that the public is fatalist and does

not demand future protection.

5.1.17. Level of Automation

Eleven respondents stated that there was a totally integrated
computer systems in their companies. Two respondents said
there is 80-90 per cent integration of operations in the
computer system of their companies. Two executives stated
that their target is total integration of all operations in

the computer system, but it is not realized yet.

5.1.18. International Arrangements

Three companies have pooling a§§angements with major
1



international organizations. Pooling arrangements serve the
Turkish subsidiaries of international service or
manufacturing companies by providing them economical
policies. Pooling arrangements provide ready clients for the

insurer.

Two companies have contracts with international emergency
assistance centers. Two other companies are planning similar
arrangements. These contacts provide emergency assistance to

health policyholders.

Two of the companies are totally owned by foreign countries.
Two other companies have foreign partners.

5.1.19. Demographic Variables

Of the 15 executives interviewed only one was female.

Age distribution of the executives interviewed were shown in

Table 5.7.

Table 5.7. Age Distribution of the Respondents

Ages  Number of executives

30-35 ]
36-40 4
41-45 3
46-50 3

The number of years the respondents worked in the insurance

sector are presented in Table 5.8. There is no concentration
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in a certain category for this question.
A1l respondents spoke at least one foreign language. Four

of the respendents spoke two foreign languages.

Table 5.8. MNumber of Years the Executive Worked iﬁ the
Insurance Sector.

Number of Years in

Insurance Sector Number of Executives
2 years and below 1
2 -4 3
4 -6 2
6 -8 2
10 - 14 3
15 - 20 1
20 years and above 3

5.1.20. Summary of Findings Regarding the Insurer

According to the respondents, the major factors that deterred
the development of the life insurance sector were sales
re]atgd and were due to low awareness and negative attitude
of the consumer. The same factors are mentioned by the
respondents as being still the major problems of the sector.

The insurers are aware of the problems and the large

potential of the markét.

A11 insurance companies are not marketing oriented. Many do
not even have{marketipg,depaftmentsi They do not have

clearly written out marketing objectives.
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Most of the sales are realized through agents. Agency
training is not properly organized and frequent, in most of
the companies. Although most mentioned tﬁatfthe market is
virgin, few companies established sales organizations for
ind%#idual and group sales. A1l companies have bank
affiliates—or agency contracts with banks. Few managers
mentioned bank branches as a distribution channel. This
indicates that there is not considerable cross-marketing X

effort between the banks and the insurance companies.

Insurers attribute most of the sectorial problems to agents,
consumers and the state. Respondents find the agents
unprofessional, uneducated, and with a short term ouf]ook
for the job,/“The consumers are considered ignorant, “’ﬂw
unwilling to search and having negative attitude toward life
insurance‘companies. The respondents expect the state to
establish the legal and_tax framework for the sector and

assume a more positive attitude toward the insurers. |

.

The insurers have difficulty cooperating with advertising
agencies. They also appear unclear about their advertising

objectives.

The level of automation is high in most insurance companies.
Any problems pertaining to the computer systems lead to
important inefficiency and consumer dissatisfaction.

Few companies have international arrangements other than

reinsurance contracts.
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5.2. Findings Regarding the Producers

In this part findings regarding the producers are presented.
The structure of the sample, the producers' attitudes toward
their occupation, the insurance ownership among preducers,
relations with the insurer, criteria in selecting an insurer,
prospecting, perceptions of consumer motives for purchasing
insdrance and consumer attitudes toward insurance,
understanding of marketing and future expectations for the
sector and characteristics of the respondents will be
analyzed.

The number of valid responses were 44 and the response rate

was almost 43 per cent.

5.2.1. Structure of the Agencies Surveyed

The questionnaires were sent in the name of the owner of the
agency. Owners/partners made up 79.5 per cent of
respondents; Agency managers consisted of 15.9 per cent of
the sample. Only 4.5 per cent of the sample were agency

representatives.

The agencies in business for 1 to 3 years made up 40.9 per
cent of the sample. Those in business for 4 to 6 years were
34.1 per cént of the sample. Table 5.9 presents the

agencies' years in business.

Agents are attracted by high commissions and leave the

business at first signs of diff;cu]ty. The finding is in
1



line with high turnover of agents (Insurance Supervisory

Office, 1993).

Table 5.9. Agency's Years in Business

Years in Business No. %

1-3 18 40.9
4-6 15 34.1
7-10 7 15.9
11 and above 4 9.1
Total 44 100.0

The agencies active in both life and nonlife insurance
branches consisted 70.5 per cent of the sample. The per cent

agencies dealing with life insurance only was 29.5 per cent.

Around 48 per cent of the agents in the survey work with two
insurance companies. Most of the time one of these companies
is a nonlife insurer. Agencies working with one company made
up 40.9 per cent of the sample. Only four companies, 9.1 per
cent of the sample worked with three companies. One agent
worked with four insurers. This agency was owned by a

minority member and was in business since 1928.

Only five agents out of 44 stated that they had other lines

of business besides insurance agency.

Table 5.10. indicates the agent's years in the insurance

sector,
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Table 5.10. Producers’ Years in the Sector

Years No. %

1-3 13 29.5
4-6 17 38.6
7-10 8 18.2
11 and above 6 13,6
Total 44 160.0

The table shows that 38.6 per cent of the sample worked in

the insurance sector for 4 to 6 years.

5.2.2. Producer's Attitude Toward Their Occupation

The respondents were asked to mark three things they 1iked

most about their occupation. The first choice by 78 per cent
of the respondents was "presenting a service for the benefit
of the society". This was followed by 22 per cent meationing

“income in proportion to effort”.

The second thing the respondents 1iked about their job was
found as "income in direct proportion to effort". The third

choice was "working independentiy”.

Other things mentioned were life long career possibility,

prestige, and enjoying the sector.
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5.2.3. Insurance Ownership Among Producers

Table 5.11. presents the findings regarding insurance
ownership among insurance agents. Insurance ownership was
found to be considerably high. Four respondents did not own
1ife insurance. Life‘insurance was the most commonly owned
type of insurance followed by home and office insurance.
Other types of insurance mentioned were electrical equipment
insurance, foreign exchange linked 1ife insurance, mandatory

traffic insurance, and social security.

Table 5.11. Insurance70wnership Among Producers

Insurance No. %
Life 40 90.9
Home 38 86.4
O0ffice 38 86.4
Car 37 84.1
Health 16 36.4
Accidental Disability 11 25.0
Other 4 7.1

Chi-square analysis was carried out to observe the
 relationship between 1ife insurance ownership among agents
and future expectations regarding life insurance sector,
consumer motivations to purchase 1ife insurance, marketing
definition, and perception of consumer attitudes toward life
insurance. The hypothesis were that the agents who owned
life insurance had more positive perceptions of consumer

attitude, more optimistic out]ggk to the future of the
1



sector, more Tikely to write a definition for marketing and
consumer motivations for purchasing 1ife insurance. No

significant relationship was found.

5.2.4. Relation with the Insurer

The findings regarding the producers' relations with the

insurer are presented in this part.

Training:

The respondents were asked the freguency of the training they
received from the insurer. Majority of the respondents
stated that they recei?ed training upon request. Almost 40
per cent of the respondents giving this response were
followed by 29.3 per cent of the respondents who stated that

they recieved training a few times a year.

Table 5.12. indicates the frequency of training offered by
the insurers to the producers. One respondent mentioned

receiving training on new product introductions.

Table 5.12. Training Frequency for Life Insurance Agents

Training Frequency Ne. %

More than once a month 7 17.1
Once a Month 5 12.2
Upon demand 16 39.0
A few times a year 12 29.3
Other 1 2.4

121



The most common type of training is meeting on company
premises. Table 5.13. presents the type of training

producers get. Two agents responded as all categories.

Table 5.13. Type of Training Offered to the Agents

Training No. %

Written Material 9 20.5
Meeting at insurance company 35 79.5
Meeting at agency 19 43.2
Meeting at different resort 13 29.5
Other 2 4.5

Frequency of communication with the insurer and reasons
for communication:

The findings show that agents prefer to communicate through
telephone to writing. Table 5.14. indicates that frequency

of phone calls is higher than written communication.

The percentage of respondents mentioning policy errors as the
first reason for communicating with the insurer was found as
48.8. The second reason for communication were commission
errors. The third reason was requests for various types of
support. Table 5.15. indicates the reasons for communication
in the order of frequency. Two agents replied that they
visited the insurer to socialize, and one respondent

explained the reason for contact as policyholder complaints.
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Table 5.14. Frequency of Written Versus Telephone

Communication with the Insurer

Written No. %
Every day 4 12.1
3 to 4 times a week 7 21.2
1 to 2 times a week 13 39.4
A few times each month 4 12.1
Once a month 5 15.2
Total 33 100.0
Telephone No %
Every day 13 34.2
3 to 4 times a week 9 23.7
1 to 2 times a week 9 23.7
A few times each month 6 15.8
Once a month i 2.6
Total 38 100.0

Table 5.15. Reasons for Communicating with the Insurer

1. 2. 3.
Reasons no. % no. % no. %
Policy errors 21 48.8 2 5.6 3 10.0
Commission errors 6 14.0 13 36.1 5 16.7
Product information 3 7.0 8 22.2 5 16.7
New company policies 5 11.6 4 11.1 5 16.7
Support request 4 9.3 8 22.2 8 26.7
Training request 2 4.7 1 2.0 3 10.0
Other 2 4.7 0 0.0 1 3.3
Total cases 43 160.0 36 100.0 30 100.0
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Support expected from the insurer:

The findings indicate that the support services the agents
expect from the insurer the most are brochdres/advertisement,
training, marketing training, and information on the
activities of the competitors. Table 5.16. presents the
distribution of responses to the support services expected.

One agent mentioned expecting goodwill and sympathy.

Table 5.16. Support Services Expected from the Insurer

Type of Support No. %

Brochure/advertisement 30 68.2
Training 25 56.8
Marketing training 20 45.5
Information on competitors 19 43.2
EDP 14 31.8
Advise on agency management 14 31.8
Advise on financial issues 7 15.9
Advise on legal issues 6 13.6
Other 1 2.3

Problems of producers regarding the insurer:

The per cent of §r0ducers who did not have any problems
regarding the insurer was 31.8. The most common problems
were delay in commission payments, inadequate training,
errors and delays in policy preparation. Table 5.17.
summarizes the findings related to problems of producers

regarding insurers.

124



Table 5.17. Problems of Producers Regarding the Insurer:

Problems " No. %
Delay in commission payments 13 29.5
Inadequate training services 11 25.0
Error in the preparation of the policies 10 22.7
Delay in the preparation of the policies 8 18.2
not getting solutions to special requests 6 13.6
not getting answers to questions 5 11.4
Inability to contact a manager 1 2.3
Managerial problems 1 2.3
Other 1 2.3
No problem 14 31.8

5.2.5. Producer's Criteria
Company

in Selecting a Life Insurance

Agents consider confidence in an insurer and the commission

rates as two most important factors in choosing an insurance

company. Table 5.18. presents the distribution for the

criteria for selecting an insurer.

Table 5.18. Producer's Criteria for Selecting an Insurer

Criteria No. %

Confidence in insurance company 36 81.8
Commission rates 20 45.5
Solving consumer problems effectively 12 27.3
PoTicy production without errors/delays 11 25.0
The financial/managerial situation of the insurer 11 25.0
The image of the insurance company 10 22.7
The position of the insurance company in the sector 7 15.9
Peried the company leaves the premiums to the agent 1 2.3
Other I 2.3
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5.2.6. Prospecting Methods Used by the Producers

The most common prospecting method used by life insurance
companies was found as using own social circle. About 63.6
per cent of all respondents mentioned using own social circle
for prospecting. Other prospecting methods are shown on
Table 5.19. The percentage of the sample who used all the
methods was 15.7.

Table 5.19. Prospecting Methods Used by the Producers

Prospecting Methods No. %

Own social circle 28 63.6
Referrals from policyholders 24 54.5
Colleagues from work 22 50.0
Meetings at policyholders homes 9 20.5
Randomly 3 6.8
AT 7 15.9
Other 2 4.5

5.2.7. Producer's Perception of Consumer Motivations in
Purchasing Life Insurance

The agents were asked to state three reasons why consumers
bought 1ife insurance. Most strikingly 21 agents were
unable to mention a third motivation for purchasing life

insurance.
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Assurance for death amd‘retirement income was percieved by
the agents to be the the important consumer motivations to
purchase 1ife insurance. The third reason was mentioned by
30.4 per cent of the respondents as "possibility to save".
A1l responses classified as "other" were unclear responses.
Some examples are, "it is a modern thing to purchase
insurance”, "for a better Tiving”, "health care", "good
price”, and various specific product names. The low response
rate and the frequency of respondents giving unclear
responses to the third reason why consumers purchase life
insurance is important. Table 5.20. summarizes responses
related to perceptions of consumer motivations in purchasing

insurance.

5.2.8. Producer's Perception of Consumer Objections to

Life Insurance
Producers percieve inconfidence in insurers, Toss of policy
value due to inflation and not knowing anything about
insurance as the three major reasons for consumer objection
to insurance. Agent's percieved consumer objections to life

insurance is presented in Table 5.21.

5.2.9. Producer's Perception of Consumer Attitude Toward
Life Insurance

Majority of the agents believe that the consumers have a

pesitive attitude toward 1ife insurance. The per cent of

respondents who be]%eved %hat the consumers have a positive
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Table 5.20. Praducey's Perception of Consumer Motivations in
Purchasing Life Insurance

1. 2.- 3.
Motivation no. % no. % no. %
Assurance for death 16 38.1 11 34.4 5 21.7
Assurance for disability 0 0.0 2 4.5 4 17.4
Retirement income 16 38.1 8 18.2 2 8.7
Possibility to save 7 16.7 5 11.4 7 30.4
Loans on policies 0 0.0 1 2.3 1 4.3
Other 3 7.1 5 11.4 4 17.4
Total cases 42 160.0 32 100.0 23 100.0

Table 5.21. Producer's Perceptions of Consumer Objections
to Life Insurance

I. Z. 3.

Objections no. % no. % no.

Inconfidence 19 43,2 8 20.0 g 24.3
Loss in policy value 14 31.8 15 37.5 4 10.8
Unawaieness 5 11.5 13 32.5 12 32.4
Formalities/complexity 0 0.0 0 0.0 2 5.4
Low rate of return 5 11.5 5 10.0 5 13.5
Inadequate policies 0 0.0 0 0.0 5 13.5
Other 1 2.3 0 0.0 0 0.0
Total cases 44 100.0 40 100.0 37 100.

S
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attitude toward life insurance was 58.1. Those who perceived
consumer attitude to be negative consisted 41.9 per cent of

the sample (Table 5.22).

Table 5.22. Producer's Perception of Consumer
Attitude Toward Life Insurance

Attitudes No. %
Very positive 1 2.3
Positive 24 55.8
Negative 17 39.6
Very Negative 1 2.3
Total 43 100.0

Agents were asked to evaluate in terms of outcome
alternativesﬁbn what can be done to improve consumer attitude
towards life insurance. The agents believe that state
support is the most effective factor in improving consumer
attitdde. The per cent of respondents stating that state
support is very important was 43.2. Improved after sales
service was mentioned by 38.2 per cent‘of the agents

(Table 5.23).

No relationship was found between agents' perception of
consumer attitude toward life insurance and producer

demographics.
129



Table 5.23. Ways of Improving Consumer Attitude Toward Life 'Téf

Insurance

Means to Improve Attitude No. %
. gy

Support from the State 19 43.2
Aftersales service 17 38.6
Developing public relations 11 25.0 e
Control and licensing of agents 11 25.0 !
Speed in claims handling 10 22.7 |
Sectoral advertising 9 20.5 y;

5.2.10. Producers Undergggggjgg of Marketing
T T T

Majority of the respondents, 86.4 per cent wrote a definition
of marketing, in response to an open ended question.

Most of the responses emphasized sales in their definition of
marketing. One agent noted "sales, sales, sales”, while
another stated "marketing is selling something to a consumer
who was not planning to buy®. Promotion, attracting
consumer interest, persuasion, product were other aspects
mentioned in fhe majority of the definitions. Consumers
needs and their satisfaction was evident in only very few

definitions. (Table 5.24).
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Table 5.24. Producers Understanding of Marketing

Definition of Markefing No. %

Definition ' 38 86.4
No definition 6 13.6
Total 44 100.0

5.2.11. Producer's Expectations Regarding the Future of
Life Insurance Sector
With few exceptions, 1ife insurance agents have a positive
outTook to the future of the Tife insurance sector. Those
stated that they expected a very positive future was 25.6
per cent of the samplie. Those who expected the future to be
positive was 62.8 per cent (Table 5.25). Chi-square
analysis produced no relationship between expectations
regarding the future of the life insurance sector and
demographic variables or perception of consumer attitude
toward 1ife insurance. The hypothesis was that the younger
and higher educated agents would have more positive
expectations of future of the life insurance sector. The
hypothesis was that the agents who had positive perceptions
of consumer attitude toward 1life insurance would also have

positive expectations regarding the future of the sector.
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Table 5.25. Producers' Future Expectations Regarding the
Life Insurance Sector

Future Expectations No. %
Very positive 11 25.6
Positive 27 62.8
Negative 3 7.0
Yery Negative 2 4.7
Total 43 100.0

5.2.12. Respondent Characteristics - Producers

Demographic characteristics of the sample are summarized in
Table 5.26. There were 37 male and 7 female respondents.

The mean age for the sample was 31 - 40 years.

Sixty one per cent of the éample were university graduates.
The percentage of respondents who were married was 85.4.
Majority of the married respondents had been married for more
than 16 years. The mode for the number of children was 2.
Majority of the agents were not members to social clubs,
although it would be helpful for their job. Only twenty five

per cent of the agents were members to social clubs.
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Table 5.26 Respondent Characteristics - Producers

Sex No. - %
Male 37 84.0
Female 7 16.0
Age No. %
below 25 4 9.5
26 - 30 10 23.8
31 - 35 5 11.9
36 - 40 9 21.4
41 - 45 11 26.2
46 - 50 2 4.8
51 - 55 0 0.0
56 and above 1 2.4
Education No. %
Elementary School e 0.0
Middle School 1 2.4
High School 12 29.3
University 25 61.0
Graduate Degrees 2 4.9
Other 1 2.4
Marital Status No. %
Single 6 14.6
Married 35 85.4
Divorced/widowed 0 0.0
Number of years married: No. %
Less than 1 year 1 3.2
1 to 3 years 2 6.5
4 to 6 years 5 16.1
7 to 10 years 5 16.1
11 to 15 years 7 22.6
more than 16 years 11 35.5
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Number of children: No. %

¢ 19 43.2
1 7 15.9 ;
2 2 4.5
3 1 2.3
6 1 2.3
Number of club memberships No. %
Non 33 75.0
1 7 15.9
2 2 4.5
3 1 2.3
6 1 2.3

5.2.13. Summary of the Findings Related to the Producer
Survey

The statistics indicate high turnover among producers. The

findings of the survey verify it. The period the producers

in the survey stayed in business is quite short.

The agents do not receive regular and frequent training. Not )
all agents are informed about the benefits of life insurance /

and what it offers to the consumer.

The agents have a positive outlook to the future of the
sector. Unlike the managers of the insurers, they perceive .
the consumer attitude toward life insurance to be positive. ~
The agents believe that the attitude may be improved by

support from the state and impgoved after sales service.
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The producer's main source of prospective clients is the
social circle. It is the author's observation that the
general belief among the insurers is that once this source

for prospects is depleted the agent runs out of business.

—
7 \

Producer considers retirement and assurance for death to be ;;éf
the basic consumer motivations in purchasing 1ife insurance. i
The producers consider the most frequentiy encountered P
consumer objections to life insurance as @be inconfidence/jn S%A\
Tife insurance companies, loss of pelicy value due to \

inflation and not being aware of life insurance.

In selecting an insurer, the producers consider confidence in
the insurer and commission rates. The producers contact ¢
with the insurer most frequently for erre?s/de]ays in
policies and errors/delays in commissions. These are also
recited as the major problems of producers related to the

insurers,

Agents mentioned brochures, training and marketing support as

the support services they expect from insurance companies.
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5.3. Findings Regarding the Consumers

In this part findings related to the consumer survey will be
explained. Findings regarding respondent characteristics,
consumer awareness regarding life insurance, ownership of
insurance, reasons of purchasing/not purchasing life
insurance, factors affecting the purchasing decision,
conditions to purchase life insurance, sources of information
regarding 1ife insurance, preferred mode of premium payment
and point of sale, saving motives and various attitudinal
variables are presented. The sample consisted of 383

respondents

5.3.1. Respondent Characteristics

Sex:

The sample consisted 56.3 per cent of male and 43.7 per cent

female respondents.

Age:
The sample consisted of respondents mostly in the younger age
brackets. The percentage of respondents below 40 is 74.8.

The mean age category was 3.298 which falls into the 31-40
age bracket (Table 5.27). |

Marital Status and Children:

Majority of the sample consisted of married respondents.
While 56.8 per cent of the respondents were married, 38.7 per

cent were single and 4.5 per gggt were widowed.



Table 5.27. Ages of the Respondents

Value Age No. %

1 25 and younger 85 23.0
2 26 - 30 80 21.7
3 31-35 61 16.5
4 36 - 40 50 13.6
5 41 - 45 32 8.7
6 46 - 50 20 5.4
7 51 - 55 18 5.1
8 56 and above 22 6.0

Total 369 106.0

The mean distribution qf number of years married is less than

five. The mode for the number of children is two.

Number of persons and working persons in the household:

The mode for number of persons in the household was found as
four. The number of working people in the household was

found as two.

Level of Education:

University graduates made up 51.8 per cent of the sampie.
The mean and the mode was also university graduates. Table

5.28 shows the Tevel of education of the sample.

Level of income:

The mean income level is between 10 - 19 miliion TL per
month. The mode is above 20 million TL per month. Net
monthly income of the respondents is shown on Table 5.29.
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Table 5.28. Education Level of the Respondents

Value Education Level No. - 9
2 Elementary school graduate 12 3.2
3 Middle school graduate 24 - 6.5
4 High school graduate 107 28.8
5 University graduate 192 51.8
6 Undergraduate degrees 36 9.7
Total 371 100.0

Table 5.29. Net Monthly Income of the Respondents

SO N B D PO et

Value Income Level (000,000 TL) No. %

Less than 2 1 .3

2 -3 6 1.6

4 -6 20 5.2

7-9 66 17.2

10 - 14 45 11.7

15 - 19 46 12.0

Above 20 175 45.7

Toplam 359 100.0

Employment:
The percentage of respondents working full-time is 80.5.

The percentage of people not working, retired and working
part-time are, 10.7, 5.5. and 3.3 per cent, respectively .
The occupational distribution of the sample is shown on Table

5.30. Other category includes officers, artists, and etc.
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Table 5.30. Occupational Distribution of the Respondents

Occupational Category No. ) %
Managers 33 9.3
Small Business Owner 23 6.5
House Wife 27 7.6
Office personnel 223 62.8
Professional 10 2.8
Student 15 4.2
Retired 16 4.5
Other 8 2.3
Total 355 100.0

£ =

F:sChi—square analysis was made between the demographic
variables and awareness of life insurance, the perceived
benefits of life insurance, 1ife insurance ownership, reasons
for purchasing life insurance, reasons for not purchasing
1ife insurance, criteria for selecting an insurer, saving
behavior, saving reasons, and the attitudinal variables. The
siénificant relationships and tables will be presented at

relevant parts of the text.

5.3.2. Consumers' Level of Awareness Regarding Insurancéﬁ%"

When asked the types of insurance they recail the majority of
the respondents mentioned life insurance, followed by car and
home insurance. Table 5.31. presents the findings related

to this question.
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Other types of insurance the respondents recalled were mostly
social security and institutional insurance types, such as
all risk insurance or transportation insurance. No

significant relationship was found between 1ife insurance J

Y

)

awareness and demographic variables.

Table 5.31. Number of Respondents Recalling Various Types
of Insurance

Type of Insurance No. %
Life I[nsurance 302 /8.9
Home Insurance 222 58.0
Car Insurance 188 49.1
Health Insurance 171 44.6
Accidental Insurance 90 23.5
Mandatory Traffic Insurance 55 14.4
Other 63 16.4

Number of respondents: 383

5.3.3. Insurance Ownership of the Consumers

Frequency of the respondents owning various types of
insurance is shown on Table 5.32. Life insurance is the most
commonly owned type of insurance followed by car insurance
and home insurance, respectively. Responses in the other
category consisted of social security, office insurance, and

insurance for electrical appliances.

Life insurance ownership is significantly related ng%%g

attitude toward new products, awareness of life in;uraqce
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attitude toward fate, saving behavior and work status.

Table 5.32. Insurance Ownership Ameng Respondents

Type of Insurance No %

[ife Insurance 135 35.2
Car Insurance 107 27.9
Home Insurance 96 25.1
Health Insurance 69 18.0
Mandatory Traffic Insurance 33 8.6
Accidental Insurance 9 2.3
Other 93 23.7

Number of respondents: 383

A significant relationship was found between life insurancéj>
ownership and saving behavior. Table 5.33. indicates that
a greater proportion of life insurance owners save when

compared to non-owners.

A significant relationship was found between life insurance\\
ownership and attitude towards new products. Table 5.34. \
indicates that 1ife insurance owners have a more positive
attitude toward trying new products before others, compared
to nonowners. Almost 42 per cent of life insurance owners
have positive attitude toward new products, while only 35.3

per cent of nonowners have a positive attitude.

Table 5.35 indicates that 74.6 per cent of the non owners %
partially or totally agree that their awareness of life
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insurance is inadequate. A significant relationship was —<{—

found between 1ife insurance ownership and awareness
regarding life insurance. It is surprising to observe that a

considerable proportion of 1ife insurance owners agree to not 7

being adequately knowledgable about 1ife insurance.

A significant relationship was found between 1ife insurance
ownership and attitude toward fate. Table 5.36. indicates
that 46 per cent of 1life insurance owners believe in fate -t
while only 33.9 per cent of nonowners believe in fate. This

is contrary to the authors expectations.

Table 5.33. Relationship between Life Insurance Ownership
and Saving Behavior

Count
Column Percent
Row Percent NONOWNER OWNER Row
Total Percent Total
44 21
EXPENSES > 17.9 15.8 65
INCOME 67.7 32.3 17.2
11.6 5.5
91 |7 3%
EXPENSES = 37.0 26.3 126
INCOME 72.2 27.8 33.2
24.0 8.2
111 77
EXPENSES < 45.1 57.9 188
INCOME 58.0 41.0 49.6
29.3 20.3
246 133 379
Column Total 64.9 35.1 106.0
Significance level: 0.0493
Chi-square : 6.02016
Degrees of freedom: 2
Cramer's V ¢ .12603
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Table 5.34. Relationship between Life Insurance Ownershi
and Attitude Toward New Products e

Count
Column Percent
Row Percent NONOWNER OWNER Row
Total Percent Total
14 15
TOTALLY 6.0 12.1 29
AGREE 48.3 51.7 8.1
3.9 4.2
(1] 50 —__
PARTIALLY 29.3 40.3 118
AGREE 57.6 42.4 33.1
15.1 14.0
76 34 o
PARTIALLY 32.8 27.4 110
DISAGREE 69.1 30.9 30.9
21.3 9.6
78 25 ”‘_
TOTALLY 31.9 20.2 99
DISAGREE 74.7 25.3 27.8
20.8 7.0
CoTumn Total 237 1724 '""
65.2 34.8

Significance level: 0.0100

Chi-square : 11.34964
Degrees of freedom: 3
Cramer's V : 17855
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Table 5.35. Relationship Between Life Insurance Ownership
and Awareness of Life Insurance

"My knowledge about 1ife insurance is inadequate”.

Count
Column Percent
Row Percent NONOWNER OWNER Row
Total Percent Total
76 22
TOTALLY 32.8 17.2 98
AGREE 77.6 22.4 27.2
21.1 6.1
: 97 68 T
PARTIALLY 41.8 53.1 165
AGREE 58.8 41.2 45.8
26.9 18.9
39 18 o
PARTIALLY 16.8 14.8 58
DISAGREE 67.2 32.8 16.1
10.8 5.3
20 19 T
TOTALLY 8.6 14.8 39
DISAGREE 51.3 48.7 10.8
5.6 5.3
CoTumn Total 232 128 T
64.4 35.6

Significance level: 0.0051

Chi-square : 12.79789
Degrees of freedom: 3
Cramer's V : . 18855
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Table 5.36. Relationship Between Life Insurance © i
and Attitude Toward Fate wnership

"Changing the future is not in peoples handg"

= SoSNmmoSmoEmEmTE ==mmm

Count
Column Percent
Row Percent NONOWNER OWNER Row
Total Percent Total
35 18
TOTALLY 14.8 14.3 53
AGREE 66.0 34.0 14.5
9.7 5.0
45 40 T
PARTIALLY 19.1 31.7 85
AGREE 52.9 47.1 23.5
12.4 11.0
84 34 o
PARTIALLY 39.8 27.0 128
DISAGREE 73.4 26.6 36.4
26.0 9.4
62 34 ""“
TOTALLY 26.3 27.0 96
DISAGREE 64.6 35.4 26.6
17.1 9.4
CoTumn Total 236 176 362
65.2 34.8 100.0
143
Significance level: 0.0234
Chi-square ¢ 9.48941
Degrees of freedom: 3
Cramer's V ¢ .16191

A significant relationship was found between life insurance
ownership and work status. Table 5.37 indicates that

89.2 of life insurance owners work full time, while the ratio
is 76.7 for nonowners. This finding also shows that the

insurers are targeting the right consumer group. >
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Table 5.37 Relationship Between Life Insurance Ow i
and Work Status ce Ownership

R R N R R N R R N L N N N N N N S R S S S e I T s S e v e c e

Significance le
Chi-square

vel: 0.0122
¢ 10.920

Degrees of freedom: 3

Cramer's V

1 17274

8

Count
Column Percent '
Row Percent NONOWNER OWNER Row
Total Percent Total
29 10
‘DOES NOT 12.3 7.7 39
WORK 74.4 25.6 10.7
7.9 2.7
17 1 T
RETIRED 7.2 .8 18
94.4 5.6 4.9
4.6 .3
181 116 -
WORKS 76.7 89.2 297
FULL TIME 60.9 39.1 81.1
49,5 31.7
g 3 T
WORKS 3.8 2.3 12
PART TIME 75.0 25.0 3.3
2.5 .8
CoTumn Total 236 130 366
64.5 35.5 100.0

5.3.4. Perceived Benefits of Life Insurance

The respondent were asked to state three basic benefits of

1ife insurance in the order of importance.

" family

protection" was mentioned by 60.5 per cent of the respondents

as the primary benefit of life insurance.
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health care costs" was the benefit mentioned by 25.4 per cent
of the respondents as the second benefit. Life insurance
policies do not entail security for health care costs. There
is a lot of marketing activity to sell health insurance
policies. The auther believes that the consumer is confused
about 1ife and health insurance products. "Assurance in case
of disability" was mentioned by the 26.5 of respondents as
the third benefit. Table 5.38. presents the three most

frequently mentioned percieved benefits of Tife Insurance.

No significant relationship was found bétween percieved
benefits of 1ife insurance and demographics and attitudinal

variables.

5.3.5. Reasons for Purchasing Life Insurance \fﬁ

Life insurance owners were asked to state their reasons for
purchasing 1ife insurance in the.order of importance. Sixty
six per cent of the respondents marked "Future family

protection" as the primary reason for the purchase.

The second reason was stated by 47.6 per cent of the
respondents as "retirement income". The third reason was
stated by 42 per cent of the population as "Possibility to
save". The responses are summarized in Table 5.39.

Other responses were "peace of mind", mistrust of the social
security system, and - mistakenly— health care. Two
respondents claimed that life insurance was not beneficial.
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Table 5.38. Perceived Benefits of Life Insurance

I. 2. 3.
Benefits . no. % no. % no. %
F?o@ection of family : 224 60.5 48 13.9 28 8.6
Saving 16 4.2 33 9.5 34 10.5
Health Care : 48 13.0 88 25.4 52 16.0
Retirement Lumpsum : 35 8.5 66 19.1 56 17.2
Highest Rate of Return: 2 57 2.0 6 1.8
Continuous Income i 20 5.4 36 10.4 48 14.8
Disability Assurance : 21 5.7 61 17.6 86 26.5
Tax Advantage : 2 5 6 1.7 14 4.3
Other : 2 5 1 .3 1 .3
Total cases 370 100.0 346 100.0 325 100.0
Table 5.39. Reasons for Purchasing Life Insurance

I. 2. 3.
Benefits no. % no. % no. %
Protection of family : 77 &0.6 13 12.6 13 16.0
To Save : 7 5.5 28 27.2 34 42.0
Retirement Income - : 27 21.3 49 47.6 16 19.8
Other : 16 12.6 13 12.6 18 22.2
Total cases 127 100.0 103 100.0 81 100.0

5.3.6. Factors Affecting the Purchase Decision

A

About 50 per cent of the life insurance owners decided they

need 1ife insurance. This was the major factor in the

purchase decision. Table 5.40. presents the factors

affecting 1ife insurance purchase decision.

148



Other factors mentioned were mandatory credit life insurance

imposed by credit lending banks and group insurance provided

by employer.

«

Table 5.40. Factors Affecting the Purchase Decision

Factor No. 4

T decided I needed 1t 57 50.1
Relat1ves/fr1ends persuaded 28 19.7
Agent's proposal 27 19.0
Advertisement 14 9.9
Other i6 11.3
Total 142 100.0

5.3.7. Reasons for Not Purchasing Life Insurance ./

The respondents not owning life insurance were asked to mark
three reasons in the order of importance for not purchasing

1ife insurance.

The first reason as declared by the 31.5 per cent of the

respondents was that they were not 1ﬁformed about 11fe

insurance This was followed by the 18 5 per cent of

__companies. The third reason was_ high‘prem1ums ment1oned by
) %\\»—-’-ﬁ_ e
13.7 per cent of the respondents.

The second reason mentioned by 25 per cent of respondents was
low rate of return on life insurance investments. Loss of

B e L
value of policies, inadequatelzglwc1es, and too many



formalities were mentioned respectively by 18.2, 11.4 11.4

per cent of the respondents.

Table 5.41 pregfgiﬁﬂgbgmggg§pmer's‘obggggjgngmtgwlife

insurance. The response rate for this question is low. The

e ————

author believes that this is related to low awareness

regarding life insurance, as the rate of responses high for
{_\/‘—‘“““‘”“' e . —— ..

——— S

other questions. Other responses where "I do not believe in

life insurance”, "this country is unstable and insecure".

Table 5.41. Reasons for Not Buying Life Insurance //’\\
I 7 T
Benefits no. % no. % no. %‘”//
Tanmot Tnformed 7 39 35§ 9T 6 9.0/
I do not need it : 8 6.5 6 6.8 1 1.5 |
Premiums are to high : 17 13.7 9 10.2 12 17.9 \
Too many formalities : 3 2.4 10 11.4 7 106.4
Low rate of return : 12 9.7 22 25.0 10 14.9 Vs
Loss of policy value : 11 8.9 16 18.2 11 16.4 /
Don't like policies : 4 3.2 4 4.5 4 6.0 i
Don't trust insurers : 23 18.5 10 11.4 14 20.9 \
Other : 7 5.6 3 3.4 2 30
Total cases 124 100.0 88 100.0 67 100.0 |

5.3.8. The Changes Required by Nonowners in Order to Buy
Life Insurance

The most important change required by the nonowners of life

insurance to buy life insurance was stated as increase in

income by 30.5 per cent of thesgample. The per cent of
1




respondents stating that "I will buy insurance as my
confidence in life insurance companies increases" was 26.6
per cent (Table 5.42). Other responses were "if the economy
improves", "if transactions are made in foreign currency”,

and "never".

Table 5.42. The Changes Required by Nonowners in Order to
Buy Life Insurance

1. Z. 3.
Benefits no. % no. %  no. %
As I grow older - 25 19.5 13 13.3 14 25.5
As my income increases 39 30.5 19 19.4 11 20.0
Right service is offered 26  20.3 40 40.8 11 20.0
Increase in confidence 34 26.6 23 23.5 17 30.9
Other 2 .5 3 3.1 2 3.6
Never 2 .5 0 0.0 00.0
Total cases 128 100.0 98 100.0

55 100.0

The second required change was "when the right service is
offered to me" mentioned by 40.8 per cent of respondents.
"Increase in confidence" was mentioned as the second
requirement to buy insurance by 23.5 per cent of the

respondents”.

The third requirement was mentioned by 30.9 per cent of the

respondents again, as "increase in confidence”.
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5.3.9. Criteria in Choosing a Life Insurer &

Table 5.43. summarizes consumer's criteria'in selecting a
life insurance company. About 70 per cent of respondents
stated as their first criteria "strong, dependable company".
Affiliation with a bank and traditional/old company was
mentioned respectively by 9.3 and 8.5 per cent of the

respondents as the primary criteria.

Second criteria was stated by 23.5 per cent of the
respondents as an@ffiliation with a bank. Traditional/old

company and dependable investments were mentioned

respectively by 18.5 and 17.6 per cent of the respondents as

second criteria.

The third criteria was stated by 23.6 per cent of the

respondents as dependable investments. Modern company and a
state share in the capital was mentioned as the third

criteria by 16.0 and 14.2 of the respondents.

word—of—mouth, advertisement, preducts, salespersons have
less effect in selecting a Tife insurance company. Other
criteria mentioned were time!y payments of claims,

reinsurers, ease in premium collection procedure.

Q({,

5.3.10. Preferred Mode of Premium Payment — (~—

Direct payment from bank account was marked by 46.2 per cent

of the respondents as the pre{g;red mode for premium payment.




Table 5.43. Consumer Criteria in Choosing a Life Insurer

1. 2. 3.
Benefits . no. % no. %  no. %
Strong/dependable co. 246 69.5 50 14.7 10 3.1
Bank affiliation 33 2.3 80 23.5 37 11.4
Modern 4 1.1 23 6.7 52 16.0
Traditional/old co. 30 8.5 63 18.5 46 14.2
State share in capital 17 4.8 35 10.3 25 7.7
Dependable investments 14 3.9 60 17.6 77 23.7
Word-of-mouth 6 1.7 13 3.8 35 10.8
Products 2 0.6 4 1.2 7 2.1
Advertisement 1 0.2 1 .2 14 4.3
Sales persons 0 0.2 8 2.3 20 6.1
Other 1 0.2 4 1.2 2 .6
Total cases 354 100.0 341 100.0 325 100.0

Credit card and payment through automatic teller machines,

were respectively marked by 29.2 and 24.3 per cent of the

respondents, as preferred mode of payment.

Other responses

were direct debit from salary, a premium collector sent by

the insurer (Table 5.44).

Table 5.44. Preferred Mode of Premium Payment

Premium Payment Mode No. %

Direct payment from bank account 177 46.2
Credit Card 112 29.2
Through automatic teller machine 93 24.3
Postal cheque 45 11.7
Cheque 14 3.7
Going to insurer or agent 12 3.1
Other 12 3.1

Number of respondents: 383
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5.3.11. Preferred Point of Sale

Table 5.45. indicates that 57.2 per cent éf the population
prefers to purchase life insurance from the insurance
company. Bank branches and insurance agencies are marked by
respectively 18.3 and 12.3 per cent of the sample. Other
responses were "somewhere where I can compare the services of

jnsurance companies", and does not matter.

Table 5.45. Preferred Point of Sale

Preferred Point of Sale No. %
From insurance company 219 57.2
Bank branch 70 18.3
Insurance Agency 47 12.3
Sales Rep. visiting home/office 46 12.0
Through mail 14 3.7
Other 5 1.3

Number of respondents: 383

5.3.12. Sources of Information Regarding Life Insdrance

Consumers receive information mainly from insurance agencies,
friends and family, advertisements, and insurance company.
Press, brochures and bank branches are also mentioned. Table
5.46. presents the findings related to sources of
information. Other responses concentrated around receiving
information from the employer regarding group insurance

plans.
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Table 5.46. Sources of Information Regarding Life Insurance

Sources of Information Ho. T
Insurance Agency 128

Friends/family 126 gg:g
Advertisements 126 32.9
Insurance Company 111 29.0
Press 82 21.4
Brochures 68 17.8
Television 40 10.4
Bank Branches 18 4.7
Radio 9 2.3
Other 9 2.4

Humber of respondents: 383

5.3.13. Saving Behavior of the Respondents

The findings showed that 49.6 per cent of the respondents
were able to make savings. The per cent of respondents who
had a income equé? to expenses was 33.2 per cent. Around
17.2 per cent of the respondents spent more than their

income.

Saving behavior of the respondents will be analyzed under the
subtitles: Reasons for Saving, Saving Tools Used, and

preference for saving tools.

Reasons for Saving:

The respondents were asked to mark in the order of importance
three reasons as to why they saved. The first reason to save
was found to be for sickness and disability. Around 36 per

cent of the respondents marke?sgickness and disability.



Saving to buy a house/car/land was marked by 27.4 per cent of

the respondents as the first reason to save.

Sickness/disability, to buy a house/car/land and children's
education was menticned respectively by 27.3, 22.9 and 21.2

respectively, as the second reason to save.

01d age was mentioned by 42.9 per cent of the respondents as
the third reason to save. Table 5.47 presents the findings

regarding reasons to save.

Table 5.47. Reasons for Saving

I. 2. 3.
Reasons for saving no. % no. % no %
Sickness/Disability 108 36.1 63 27.3 34 16.6
To buy house/car/land 82 27.4 53 22.9 28 13.7
Children's education 31 10.4 49 21,2 29 14.1
Business for Children 5 1.7 8 3.5 9 4.4
Children's marriage 2 g 7 3.0 7 3.4
01d age 35 11.7 45 19.5 88 42.9
Other 35 11.7 6 2.6 9 4.4
Marriage 1 3 ] 0.0 1 .5
Totallcases 231 100.0 231 100.0 325 100.0

Saving Tools Used

Foreign exchange was used by 56.1 per cent of the respondents
as a saving tool. This is followed by real estate and time
deposits, 19.1 and 17.2 per cent respectively of the
respondents. Table 5.48 summarizes uses of various saving
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tools. It is interesting to note here that only 22.2
(30/135) per cent of life insurance owners consider their

1ife insurance policies as a saving tool.

Tabie 5.48. Saving Tools Used

Taving Tools No. %

Foreign Exchange 215 56.1
Real Estate 73 19.1
Time Deposit 66 17.2
Stocks 47 12.3
Gold 47 12.3
State Bonds 43 11.2
Life Insurance , 30 7.8
Other 11 2.9
Bonds ‘ 8 2.1

Number of respondents: 383

Preference for Saving Tools:

Foreign exchange was found as the first saving choice for
38.5 per cent of the respondents, followed by real estate and
time deposits. Preference for saving tools is presented in

Table 5.49.
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Tabie 5.49. Preference

for Saving Tools

Preference 1. Z. 3
Saving lools no. % no. % no. %
Time Deposits 46 14.8 52 18.1 28 10.4
Stocks 20 6.5 40 13.¢9 33 12.3
Bonds 5 1.6 4 1.4 13 4.8
State Bonds 28 9.0 27 9.4 22 8.2
Life Insurance 11 3.5 13 4.5 11 4.1
Goid 17 8.5 29 10.1 54 20.1
Foreign Exchange 119 38.5 66 22.9 50 18.6
Real Estate 63 20.3 54 18.7 55 20.4
Other 1 .3 3 1.0 3 1.1
310 100.0 288 100.0 269 100.0

Saving behavior was found to be significantly related to

Attitude toward risk, attitude toward change, and attitude

toward 1ife insurance products.

The respondents who have negative savings have a more

negative attitude toward 1ife insurance products. Sixty nine

per cent of respondents who are able to save and 64.4 per

cent of respondents whose expenses are equal to spending

have negative attitude toward life insurance. Almost 82 per

cent of respondents who spend more than they earn have

negative attitudes toward life insurance products.

(Table 5.50)
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Table 5.50. Relationship between Saving and Attitude
Toward Life Insurance Products

"The proceeds of a life insurance

policy is unclear”

Count
Column Percent | Expenses>| Expenses=|Expenses<
Row Percent Income Income Income
Total Percent
------ 21 3| 39
TOTALLY 35.0 28.0 22.4
AGREE 22.6 35.5 41.9
6.0 9.4 11.1
28 43 81
PARTIALLY 46.7 36.4 46.6
AGREE 18.4 28.3 53.3
8.0 12.2 23.0
7 35 37
PARTIALLY 11.7 29.7 21.3
DISAGREE 8.9 44.3 46.8
2.0 9.9 10.5
§ 7 17
TOTALLY 6.7 5.9 9.8
DISAGREE 14.3 25.0 60.7
1.1 2.0 4.8
CoTumn Total 60 118 174
17.0 33.5 49.4
Significance level: 0.05%
Chi-square : 12.10813

Degrees of freedom: 6

Cramer's V

: 13115

93
26.4

152
43.2

79
22.4

28
8.0

Of the respondents who made savings 97.7 per cent were

against change, while 94.1 per cent of those who had expenses

equal to income and 81.7 per cent of the respondents who

spent more than earnings were against change. Table 5.51

presents the relationship between saving and attitude toward

change.
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Table 5.51. Relationship between Saving and Attitude
Toward Change

“{.2m very careful when I am making important changes in my
ife”.

[ [ ——
= mmmmosamae = -

nSSsmamoT=e

Count

Column Percent | Expenses>| Expenses=|Expenses< ,
Row Percent Income Income |Income
Total Percent
39 88 127
TOTALLY 60.0 73.3 72.6 254
AGREE 15.4 34.6 50.0 71.5
11.0 24.8 35.8
13 25 .1 -
PARTIALLY 21.7 20.8 25.1 82
AGREE 15.9 30. 53.7 23.1
3.7 7.0 12.4
7 7 [
PARTIALLY 11.7 5.8 2.3 18
DISAGREE 38.9 38.9 22.2 5.1
2.0 2.0 1.1
1 1
TOTALLY 1.7 .3
DISAGREE 100,2
Column Total 60 120 175 355
_ 16.9 33.8 49.3 160.0

Significance level: 0.030]

Chi-square . : 13.95465
Degrees of freedom: 6
Empty cells : 33.3

* Cell frequency is low and findings should be evaluated with

this in mind.
Cramer's V : 14019

Most of the sample consists of risk averse respondents.

Those with no saving are more ggsk taker. Thirty per cent of
1



respondents with no savings disagreed to the statement that

investing in the stock exchange is risky, while the

percentages for savers and negative savers were 19.2, and

ly.

19.8 respective

Table 5.51.

Toward Risk

"Investing in the stock exchange is very risky".

e e e L L T T

Relationship between Saving and Attitude

Count
Column Percent | Expenses>| Expenses=| Expenses<
Row Percent Income Income Income
Total Percent
______ 21 | 44 83
TOTALLY 43.5 36.7 45.6
AGREE 17.5 28.6 53.9
7.4 12.1 22.8
24 40 od
PARTIALLY 38.7 33.3 35.2
AGREE 18.8 31.3 50.0
6.6 11.0 17.6
6 31 31
PARTIALLY 9.7 25.8 17.0
DISAGREE 8.8 45.6 45.6
1.6 8.5 8.5
' 5 5 7
TOTALLY 8.1 4.2 2.2
DISAGREE 35.7 35.7 28.6
‘ 1.4 1.4 1.1
CoTumn Total 02 120 182
17.0 33.0 50.0
Significance Tevel: 0.0586
Chi-square ¢ 12.15593

Degrees of freedom: 6

Cramer's V

.12922
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35.2

68
18.7

14
3.8
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5.3.14. Findings Regarding Attitudinal Variables

The findings regarding the attitudes of the éamp]e will be
explained in this part. Table 5.53. summarizes the findings
velated to the attitudinal variables. Chi-square analysis
was made to observe the relationship between the attitudinal
variables and demographics, saving behavior, and percieved
benefits of life insurance. The significant tables are

presented in the previous sections.

Openness to new ideas:

Although the sample consists of mostly young people of high
tevels of education 61.5 per cent of the people were not open

to new ideas.

Attitude Toward saving:

Sixty three per cent of the sample have a positive attitude

toward saving.

Trusting institutions:

A great'proportion of the sample mistrust all institutions.
Those that trust institutions consisted of only 1.7 per cent

of the sample.

Attitude toward insurance companies:

Those having very negative attitude toward insurance
companies was 22.9 per cent. Majority of the sample, 48.6

per cent mistrust insurance companies.
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Attitude toward new products:

Most of the population are against sampling new products
before their friends. The proportion of the samplie having

this view is 58.7 per cent of the sample.

Knowledge regarding Vife insurance:

Only 27.3 per cent of the sample replied that they had
knowledge regarding life insurance. This ratio is even lower

than the proportion of the sample owning Tife insurance.

Attitude toward risk:

The percentage of the sample stating that it was risky to
invest in the stock exchange was 74.2 per cent. Another
finding leading to the view that the samplie is conservative

and risk averse.

Attitude toward fate:

Those who believe in fate made up 38.1 per cent of the
sample. The remaining 61.9 per cent stated that a person can

change his/her future,.

Attitude toward life insurance sellers:

An important part of the sample, 68.3 per cent, believe there

is a chance of being misled while buying 1ife insurance.

Attitude toward trusting other peopie:

To the very blunt statement of "I trust people" 47.5 per cent
marked "Partially Agree", while 18.1 per cent replied

"Totally Agree".
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Attitude toward change:

A surprisingly high proportion of the sample, 94.7 per cent

would be very careful when making important changes in

their lives.

Attitude toward life insurance products:

Majority of the sample find the offerings of a 1ife insurance

policy unclear.

Table 5.53. Attitudinal Variables of the Consumer Sample

Opinion Totally Partially Partially Totally

Agree Agree Disagree Disagree
The most correct :
opinion is one :no. 222 128 23 8
which has been :
proved. i % 61.5 29.9 6.4 2.2
T can not supress :
my spending today,to:no. 50 83 123 103
save for future. :

A N 23.1 34.3 28.7
You have to be :
careful when doing :no. 308 47 5 1
business with any :
institution : % 85.3 13.0 1.4 .3
Insurance companies ;
create probiems not :no. 82 174 83 19
pay the money you :
deserve. 7% 22.9 48.6 23.2 5.3
[ sampTe a new ;mo. 29 118 110 99
product before my :
friends. % 8.1 331 30.9 27.8
My knowledge about ;ioT 98 165 58 39
life insurance is :
inadequate. % 27.2 5.8 16.1 10.8
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Opinion Totally Partially Partially Totally

Agree Agree Disagree Disagree
Tnvesting 1n the :no. 155 129 68 14
stock exchange is @
very risky T %  40.5 337 17.8 3.7
Changing the tno. 53 85 128 %6
future is in peoples:
hands. 7R 146 23.5 35.% 26.5
There is a
possibility of be1ng no. 72 173 79 35
misled while buying :
1ife insurance. Y 20.1 48.27 22.0 9.7
T 71 83 a1
I trust people. :
% 18.1 47.5 23.1 11.4
[ am very careful : ,
when making impor- :no. 256 82 18 1
tant changes inmy :
life % 1.7 23.0 5.0 .3
What TiTe insurance
has to offer in tho. 94 153 79 28
the future is :
unclear. % 26.6 43.2 22.3 7.9

5.3.15. Future Security Sources of Respondents

The majority of the sample have social security. Assurance
due to social security was mentioned by 71.3 per cent of the
respondents . This was followed by real estate and life
insurance policies, respectively marked by 33.7 and 25.3 per
cent of the respondents. Table 5.54. shows the sources of

future security the respendents own.
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Table 5.54. Future Security Sources

Future Security No. %

Social Security 273 71.3
State Pension 40 10.4
Bagkur 11 2.9
Widow/orphan salary 2 .5
Real Estate 129 33.7
Life Insurance 97 25.3
Other 22 5.7

Number of respondents: 383

5.3.16. Summary of Findings Related to the Consumer Survey

The sample, although it did fit the insurer's requirements of
target consumers, was too homogeneous in terms of both

demographic and attitudinal variables for hypothesis testing

- The samplie surveyed was found to be in compliance with the

e@qg§§gd? high income earner and working full time.
The attitudes of the majority of the sample were:

. mistrusts institutions /

/
!
i

. mistrusts life insurance companies /
. mistrusts other people {

. mistrusts Tife insurance sellers \\\
>
. mistrusts 1ife insurance policies

. is not aware of life insurance
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. believes in fate~
. not open to change ]
. does not try new products before others

. is risk averter

Life insurance was the type of insurance most frequently
recalled by the respondents. About one third of the sample
owned Tife insurance. Life insurance ownership was related

to saving, attitude toward new products, aw

areness of life

insurance, belief in fate and work status.

Although ijgrinsurance agents perceive retirement income and
1ife assu}ance to be of equal importance in consumer decision
making in buying life insurance, the consumer survey clearly
points out that the consumer buys life insurance to protect

family against untimely death of the breadwinner. Retirement
income and saving fhrnugh 1ife insurance have asecondary role

in consumers buying decision.

Majority of the sample declared that they bought Tife

insurance as they felt the need for it.

The respondents who do not own life insurance claim this is X
due to not knowing enough about Tife insurance and

mistrusting 1ife insurance companies.

The respondents state that they would buy 1ife insurance, if
their salary and their confidence in the 1ife insurance

sector increases.
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Consumers primary criteria in selecting a life insurer is

trustwortiness, followed by affiliation with a bank.

Consumers prefer to make their premium payments by direct
debitting of their bank account. They prefer to buy life

insurance from insurance company or a bank branch.

The consumer mostly receives information regarding life
insurance from insurance agents, friends/family, and

advertisements.

Since 1ife insurance is considered a saving tool saving
behavior of the sample was analyzed. About half of the
sample were able to make savings. Sickness/Disability was
the primary reason for saving, followed by buying a house/
car/land, and old age. Significant relationship was found
between saving behavior and attitude toward risk, attitude

toward change, and attitude toward life insurance product.

Majority of the sample prefer foreign exchange as a saving

tool.

Majority of the sample have social security as the future

source of security.
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CHAPTER VI. CONCLUSIONS AND IMPLICATIONS

This chapter covers the conclusions reached by the findings

and reflects on the implications for the related parties.

The main ebjective of the research was to make an assessment
of the present situation of life insurance marketing in
Turkey, based on secondary and primary data gathered by the
three field surveys. The aim was to find the major problem

areas within the sector and suggest ways for the improvement

of the marketing activities and strategies of Turkish life %¥’
insurance industry, to provide a literature review and )
form the basis for further research.

The research has reached its objective of defining then\“”;/f\\
preblem areas and has indicated the answers. The conclusions ‘\
and the implications will be presented-for fnsuranqé<n %
companies, the consumers, the state and the marketiﬁg

literature, respectively.

6.1. Conclusions and Implications Regarding Life Insurers

The conclusions and implications regarding the insurers are\\
presented interms of product, distribution, promotion, price,\‘;

people, and physical evidence strategies. //

Product Strategies:

Information of the buyers and sellers are different regarding
the motives for purchase and price. Life insurance market
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suffers from ignorance concerning the product and price

offerings (Fields, 1988). The consumer perceives life

insurance policies to be expensive. This points out the |

consumer ignorance. The iums aré\flexible/apqmyhere is

e e R N

a_premium appropriate for every consumer's budget. /

/
Ve
- ‘/'

Consumer's expectations of a life insurance policy is )

different from the agent's and insurer's views. Consuher
buys life insurance for assurance against untimely death.

The perception of the agents and insurers are that consumer's
basic motivation is to "get something out of the policy
during his/her life time". This may have been true for the
group of consumer's 1ife insurance that has been sold until
now. The targeted group of consumer, that is urban,
sophisticated, highly educated, with high income views life

insurance basicly as a source of protection.

This is confirmed by the saving motives of the sample. The
sample saves for unexpected events like sickness and
disability. The sample is educated enough to be aware of the

risks the life carries.

Foreign exchange linked insurance policies must be developed
by companies and must be actively marketed. This way the
companies can have a competitor to the consumers most
preferred saving tool, foreign exchange. Consumers rate
foreign exchange as their preferred saving tool. This
finding has important implications for product design. Few
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insurance companies have foreign exchange linked policies.
Foreign exchange 1linked policies may be preferred by the
consumer and most probably provide to be a safer investment
as the policy will retain its value. Loss of policy value
was mentioned by the agents as one of the most important
consumer objections to life insurance. This further
emphasizes the importance of linking policy values to

stronger currencies.

Turkish economy. Economical products that are inflation
proof are needed. New po1iciés must be developed to serve
the new markets resulting from social and demographic

changes.

Examples to économical plans are group policies. Group
policies with no employer contribution are called *Cafeteria
Plans". The author believes there is a large market for
group polices and cafeteria plans in Turkey. Group insurance
is growing faster than individual lines. The insurance
companiesvshou1d establish specialized sales forces for

corporate sales.

Term policies and sickness and accidental disability benefits
must be marketed actively. These are both relatively very
inexpensive, compared to policies with a saving component.
These also seem to be what the target market expects from a
life insurance policy.
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Products shou]dvﬁrovidéfthe'§51icyh01der maximum benefit.
This is possible only through reducing costs through more

efficient organization and sophisticated automation systems.

New, upto date mortality tables should be used. Negative
practices such as late charging of interest on policies, free
investment period for life funds, partial interest payment on

early cancellation of the policy must be left behind.

Distribution Strategies:

Bank Branches: Consumer prefers to purchase life insurance

from insurance companies and bank branches. This is an
important finding. The consumer is p?anning to reduce
uncertainty by buying from an institution. The bank branches
are agents of the insurance companies and keep their
brochures on the desks. The majority of the bank branches
are not prepared to sell this complex product. The training
given to the bank office is limited and infrequent. The
insurer dﬁés not perceive bank branches as an important
channel’ ofﬁgistribution. The insurers should give more
supportfind motivation, in order to develop banks as a

distribution channel.

Cross marketingbetween the bank and the insurance company.
must be definitely increased. Both group policies andﬂé )
individual policies can be sold through cooperation. It

should be made worthwhile for the banks to cooperate. The
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efferts towards this collaboration should come from the
insurance companies. With persistent follow up, bank
branches c;n become important distribution éhannels in
Turkey. With their wide geographical distribution, bank
branches can become easily the first point an individual will

look for a life insurance product.

Agents : Agents are an important part of the life insurancé‘:}
system in Turkey. They produce the greater part of life :
insurance premium. They should be given the importance they
deserve. The insurers should not attribute sectorial
problems to the agents. It is in the hands of the insurance
companies to recruit or create agencie§ and terminate the
contracts of the agencies that are not satisfactory. The
insurance companies can draw qualified people into this

occupation and create the sales force that is suitable.

The companies should draw an agency profile. The new agents
should be chosen in 1ine with'this profile and the existing
ones should be raised to the standards of the profile or must
be termfnated. The agent the insurer needs must be able to
communicate with the sophisticated target consumer. /Iﬁg::j\
agent must be throughly knowledgable about the product and.,

technical matters. The agentwmusiwbeNab]ewio compare life

insurance with other investment tools and other secur1tv "f

sources. The agent must be fully aware of the,aci1v1t1as/of \

e s

[N !

reasons. Only with competent agents the insurance sector can
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develop.

The agents are presently not getting the necessary traiQiEgL;l
In a world where mandatory continuous agent training is
discussed most of the agents in Turkey get infrequent and low
guality training. Training must not be considered a bonus

but an inseperable part of the business. Not much can be
expected from agents with the level of training as it is.
Training must be given by qualified people on a regular

basis. Training is the support service that the agent expect
the most from the insurer. It a]sd appears as one of the

agent’'s problems related to the insurer.

Agents should be trained continuously, and not only on new
products or technical issues. They should be trained on
sales techniques, prospecting, agency management, recruiting,

competitors and changes in the market.

Agents have problems recruiting and keeping sales persons.
The sales persons must be given a legal status. The change
in the commission system seems inevitable to the author. The
sales persons and the agents presently have nothing to gain
from the persistency of the policy. The commissions should
be spread onto more years. The sales person presently

receives commissions only for the first year.

The agents should also be trained on prospecting. The social
circle is the agent's primary source presently. Agents must

know how to extend the number of prospects continuously.
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He should be well versed on consumer expectations and how to

meet them with the available products.

Mismanagement of égents depletes the company resources and
reduces the market, deteriorates the sectorial image. Agency
control systems must be developed. There must be an orderly
communication among companies for fraudulent agents. Agents

must be monitored closely for the quality of their service.

Licensing of the agencies would solve many of the problems
inherent in the Turkish 1ife insurance sector. This is a

long term solution.

The companies should retain the best of their agents and give
them more time and resources. There can be Tess number of

agents, offering service with higher quality.

Agents have a positive outlook towards the future of the life
insurance market. They believe that the support from the
state is the major factor that will improve the consumer
attitudes. They also believe that improvement of after sales

service will improve consumer attitude.

Direct sales force: Life insurance agents are the most

important distribution channel. The implications regarding
agents and banks were stated above. Another distribution
channel is the direct sales force. Direct sales force is an

important investment.
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Direct sales teams are easy to control. It is worth
investing in as it has none of the probiems of the agency
system. The insurer knows who sells the policies. More
investment can be made in training the direct sales force.
The sales person perceives the job as full time occupation
and unites his/her career goals with those of the company.
The direct sales forces will create more confidence on

consumer's part.

Promotion Strategies: Ajfﬁ>

Life insurance is the first type af 1nsurance the consumer \

™.

recalls. Consumerwdggsﬂngtwhgygwmuch knowledge other than ,A) > $_}f

/
the existence of life insurance. Even most of the owners”

of the product stated they did not know much about life

insurance.

The consumer can not be expected to search actively for

information regarding life insurance. All over the world it

is the seller that brings the sales proposal to the consumer,\JB é%:ﬁﬁ,:

The_problem is.more. than_Jowwawareness‘ _ The consumer

mistrusts life insurance compan1es life insurance sellers

e

and Tife insurance policies.

A b it £

is. aware of this.

that consumers have negative attitude taward 11fe insurers

T—}’»Q\wf
and 1ife insurance product. -Unlﬂ«%#ﬂwr%n«ﬂnﬁﬁwes~agents

perce1ve the q‘nsumerm_io.hayeﬂmosily a positive att1tude

toward 1ife insurance. This is because with a certain amount
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of solicitation they are able to convince the consumer and

sell the policies.

Consumers’' reasons for not purchasing life insurance are

stated as not knowing about insurance and not having

confidence in life insurance companies. Nearly all buyergli‘w9é§3
stated that they would buy life in ﬂﬁeﬁ%{k@fft§iﬂ«lhing§_r:>\“

change. The changes in life insurance the consumer requires
Lhange .
in order to purchase life insurance are: increase in their

know}gﬁge of 1ife insurance and increase in their confidence

for 1ife insurance companies.

Consumer's primary criteria in cheosing an insurance company

was trustworhtiness and affiliation with a bank. The

companies should work on creating a trustworthy image. /

Two of the agents' most important criteria for selecting a
life insurer is trustworthiness and commission rates.
Insurers have to work on their image with respect to the

agent also.

Consumer ignorance was obvious to both the agents and ‘the
oD TTeTRE e AT

nsurers This points out that, there is much to do for the

1nsurance compan1es The industry should regularly conduct
public opinion surveys, update them and closely monitor
public attitude. Efforts to communicate with the public must
be extended. Companies should set up departments dealing
with consumer affairs and disseminate consumer information.

A control system must be established to assure intermediary
177




competence and morality.

Life insurance companies should try to reach opinion leaders
and form various forms of chains between themselves and the
consumers. They should emphasize being socially responsible

institutions. All complaints must be handled fairly.

The consumers' sources of information are basicly the agenf%j

family/friends and advertisements. -

The insurers should reinforce marketiﬂQM§£Li!jLi§smby\rg jﬁi{#’
e e e T Pl
advertising. Advertising-will help improve consumer \
N |

K

attitudes and will have indirect impact on sales.

- N '
7

/

Advertising also motivates thgq;gents and the sales force.

frice Strategies:

The companies should reduce administrative costs through more
efficienct organization. Premium payment must be made
consumer friendly. Postal cheques that are presently being
used are inefficient. The insdrers are also complaining of a
collection problem. The consumer's preference is direct
debiting from bank account. The first insurer to implement
this has a Tot to gain. Few insurers utilize credit cards

for collection.

Place Strategies:

The consumers preference for point of sale are insurance
companies and bank branches. This indicates that the
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consumer is seeking a trustworthy institution to purchase
1ife insurance. Companies couid standardize the offices of

their agents to create a dependable image.

Two of the more frequent problems of the agencies regarding
insurers is errors/delays in policies and errors/delays in
commission payments. This clearly points to inefficiency of
operations and automation. The insurance companies have
certainly not reached the level of banks in automation. They
should invest in upgrading their automation systems to

improve policyholder services.

The target market @

The target market of mogg_ljfguinsurance companies is the
e = AnsUre L AL

uggﬁglﬁgducatedmcensumensmwork1ng full t1me It t is c1ear

U

S

areas have h1gh cancellation rates. The new target market
consists of sophisticated consumers of high earning power,
which means policies of considerable value and importance for

both the policyholder and the agent.

7
There is also a large rural market in Turkey Closely
contggfigé.;;?gg—;;é>hecessary in this area to reduce fraud.
Special training should be given to agents targeting the
rural areas, in order to inform the consumer of the benefits

of the insurance policy, properly.
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Marketing Orientation in Turkish Life Insurance Companies:

The majority of insurance companies are not marketing

- e s

oriented. They are closed to the outer world in this sense.

— \._,,//,
They are slow in responding to market changes. Changes in
the consumers does not seem to affect their strategieé

Mﬁii/gg,n@%wayen have a marketing department and con51der

N‘W»«-“ . T T

marketing a major company fggctxon Thgx_ggﬁnot~h32§~!ﬁjjjfgg

marketing objectives. The ‘executives sincé they do not’\

consider marketing/as an important function, are unclear \
about marketﬁngyand marketing mix strategies. This mii//J

easily lead to waste in time and resources. e

The insurers can not keep up with the raﬁid pace and they can

not adapt their organization to change easily. The 1nsurers

must gain a marketing_outlook not to be-left-behind.in
w,/"“ )

e ™

entered the market hav1ng 2 tota1y d1fferent understand1ng

. e T e

e N—

and compet1t1ve produrts

In 1990 the author had interviewed nine highly recognized
executives of the 1ife insurance sector with the aim of
understanding the view point of the insurers and their
concerns. They were each asked what questions they would ask
if they were carrying out a survey regarding life insurance
marketing. Now comparing all their questions with the

marketing audit model used in the study the, author
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believes that they will all find answers to their questions

in this dissertation.

A research carried out on 1973 clearly indicates the same
sectorial problems that were in existence then (Borak, 1973).
The answers are relatively easy to find. However, something
more than answers is required to realize changes in the
sector. Most of the executives in the sector are aware oF::X
the profits the virgin market can offer, but with the present

organization and understanding few companies are out to get
\

the fruits. Admtzl

Some of the larger companies are dedicated to protecting tﬁgf\

status quo, and lobby again§§waqxachange. They are highly

—

it

immobile. Most of the other companies suffice with what they
have. These companies should reorganize as soon as possible
not to loose ground to the few pioneers of the sector who may

one day be the largest companies in the sector.

6.2. Cdnc1usions and Implications Re arding the Consumers
P : g g Lonsumers

It is the consumers responsibility to gather sufficient &wﬂ\
information at the time of purchase and during the usage of
the service. The consumer should be more careful while
selecting the company and the type of life insurance policy.
The consumer should carefully read contract conditions,
general conditions and policy wording. The consumer should

maintain the policy up-to-date by adjusting the premium at
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least at a rate egual to the rate of inflation.

The policyholder should direct all questions and complaints

to the insurance companies and demand prompt answers.

6.3. Conclusions and Implications Regarding the Statg%;&;m
The insurance companies and their effect on the economy and
the public is important. The state should be made té
understand the importance of the activities of life insurance
companies and the effect of these activities on the consumers
and the economy through organized lobbying activity of the

insurance companies.

The unsolved problems of the sector related to legal and tax
issues are important. The state should establish the legal
framework for the life insurance sector. Tax issues also
should be resolved: the ceiling for tax advantage and
inheritance tax should be removed. The tax deductibility for

corporate clients should be clarified.

The state should increase the number of investment options
allowed to the insurance companies. With higher rates of
return the insurance companies will attract more

policyholders.

Public education is another task the state shouid support.
Classes on insurance can be taught at high school and college

levels. Adult education shou1d2also be considered.
18



Insurance sales persons should be given legal status. This
way they can be taxed and some of the control issues could be
resolved. Licensing must be implemented for all Tife

insurance sellers.

The state must establish a committee for research to increase
the level of knowhow in the life insurance sector. The state
must assist the development of mortality tables based on

Turkish statistics.

The state should improve communications with insurers. In
the end, the interests of 1ife insurance companies and the
state go hand in hand. The regularatory bodies must

encourage innovation, competition and eliminate cumbersome

formalities.

6.4. Conclusions and Implications for Further Research

Few relations were found between the demographic and
attitudinal variables and other variables, as the sample
turned out to be quite homogeneous with respect to
demographic and attitudinal variables. The consumers
surveyed were mostly people working full time in respectable
business institutions, who were educated, mostly married and
who earned high salaries. This is also the group of

consumers the insurers are targeting at the moment.

The attitudes of the sample was found to be negative toward
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1ife insurers, intermediaries and products. This supports
the existing literature life insurance marketing (Shalker,

1980 ; Christiansen, 1988).

The samplie did not trust people and institutions. This
finding agrees with the findings of TUSIAD, 1991 regarding

the values of the Turkish society.

Life insurance ownership was found to be significantly
related to attitude toward new products. Life insurance
owners have more positive attitude toward new products.
It was also found that life insurance ownership is related to

life insurance knowledge.

The consumers who are able to save are more inclined to
purchase life insurance policies. Consumers who are full
time employed have more tendency to purchase life insurance.
This supports the findings of Ferber and Lee, (1980). The
respondents who are able to save were also found to be more

open to life insurance products and change.

The finding that consumers prefer to purchase life insurance
policies from bank branches and they prefer insurers which
are affiliated with banks is in agreement with the views of

Hollman and Murrey, (1984 and with the example of the West.

The 1ife insurance companies must assume a global marketing
understanding. As Europe will become one large market soon,
the state and the insurers should begin considering the
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changes in marketing strategies and Tegal framework this

change will bring.

It would be for the benefit of the life insurance sector and
marketing literature to research the following areas:
. The effect of change in values on life insurance marketing

. The effect of life styles and personality character15t1cs
on 1ife insurance buying

. The expected effects of entering EC for the Turkish
insurers.

. Formal education and adult education on life insurance
marketing,

. Agency system vs. direct marketing sales force in Turkish
life insurance companies

. Reasons for life insurance policy lapses in the Turkish
1ife insurance sectors and possible remedies

. Agency management in Turkish 1ife insurance sector and
suggestions for improvement

. Group life and health insurance marketing sales in Turkish
1ife insurance companies

. Effectiveness of various distribution channels in the
Turkish 1ife insurance sector

. The discrepancy between the desired and the actual image of
the Turkish 1ife insurance companies

. The quality of service in the insurance sector in Turkey
. New product management in Turkish 1ife insurance companies

. Effectiveness of various types of motivation techniques on
insurance sales force

. Public relations in insurance companies

. Effect of international partnerships in company culture in
Turkish life insurance companies

. Public education in insurance

. Management styles in insurance companies in Turkey
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Insurers must make it easy to purchase life insurance, and
the adopt the philosophy that the services should be bought,

rather than sold, as a starting point" (Borak).
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APPENDIX 1 INSURER QUESTIONNAIRE

Company hame
Name of manager ¢
Position :

1. What are the factors that hindered the development of the
Vife insurance sector in Turkey ?

2. What are the main problems of the 11fe {insurance sector in
our country ?

3. What are the advantages of the 1ife {insurance companies in
Turkey 7

4. In what ways can the state aid the growth of the 1ife
insurance sector ?

5. What is the role of marketing in the development of 1ife
instrance sector ?

6. What is the major marketing objective of your company ?

7. Is this goal clearly communicated to all employees and
agents of your company ?

8. Has there been a chahge in the marketing orientation of
gour company in the recent years ? What were the reasons
ehind tnhis change ? '

9. How many people work in the marketing department of your
company ? What is the position of the persoh responsible of
the department and who does he report to ? Could you give
detalled information on the organization of the marketing
department ?

10. Are there numerically stated marketing targets in your
company ?

11. What is the target market of your company in terms of
Tife insurance 7

12. How many different 1ife insurance products does your
company have ?

13. Are there any 1ife insurance products that you are
planning to withdraw from the market 7

14. Are you planning on introducing new 1ife insurance
products in the near future ?

15. What is/are the departments/persons responsible for
developing new products ?
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16. Does your company makes/has made market research ?

17. Which sales channels does your company use ? Are you
planning to use new sales channels in the near future ?

18. What department 1s responsibie for relations with the
agents 7 To whom does this department reports ?

19. Could you expliain the training program applied to agents?
What is the department/person responsibie for their training?

20. In your opinion what are the major problems of the sector
related to the agents ?

21. How do you think that the agents evaluate your company ?
--Very Positive --Positive --Negative --Very Negative

22. What support services does your company provide the
agents 7

23. What are your promotion strategies ?
24. Which medias did you use last year ?
25. Does your company make use of publicity 7 How ?
26. How does your company manage public relations ?

27. Does your company make effectiveness tests for
advertisements ? '

28. What is the attitude of the consumers toward 1ife
insurance products 7

--Very positive --Positive --Negative --Very Negative
insurance companies ?
-~Very positive --Positive --Negative --Very Negative

29, What do you think are the major problems of the sector
related to the consumer 7

30. To what degree is your company automated ?

31. Does your company have any international alliance other
than reinsurance ?

32. Sex: -~ Female --Male
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33. Age: -

34. For how many
sector ?

25 - 30 -~
31 - 35 -
36 - 40 --
41 - 45 --
46 - 50 --

years have you

51 - 55

56 - 60
61 - 65
66 - 70

70 and above

worked in the insurance

35. Which foreign languages do you know 7
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SIRKET ANKETH

$irketin Ady :
Yoneticinin Ad1
Gorevi :

1. Sizce Tdrkiye'de hayat sigortast sektoérdnin yeterince gelismemis
oImasinin en 6nemli nedenleri nelerdir ?

2. Sizce Ulkemizde hayat sigortasi sektérintin en tnemli sorunlari
nelerdir ?

3. Sizce Glkemizde hayat sigortasi firmalari igin en tnemii avantajlar
neterdir ? ,

4. Sizce deviet hayat sigortast sektdriniin gelismesine ne gibi
katkilarda bulunabilir 7

5. Sizce pazariamanin hayat sigortasi sekitérdnin gelismesinde rold
nedir ?

6. Sirketinizin temel pazarlama hedefi nedir ?

7. Sizce bu hedef ttm galiganlarinmiza ve acentelerinize agiklikla
iletiimis durumda m1 ?

8. Son yillarda sirketinizin pazariama yaklagiminda Snemii bir
degisiklik oldu mu ? Bunun nedenleri nelerdi ?

9. Sirketinizde pazarlama bolUminde kag kisi calisiyor 7 Bu boldmdeki
tepe yonetici kim, kime bagli ? Organizasyon yapisi konusunda bilgt
verir misiniz ?

10. §irketinizde rakamsal olarak belirtilmis pazariama hedefleri varm

11. Hitap ettiginiz pazar nedir ?

12. Kag degigik hayat sigortast Uriintinlz var ?
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13. Pazardan gekmeyi p]ahladtgvnaz ne gibi drinleriniz var 7

14. Yakin gelecekte Ortin dizinize yeni hayat sigortasi Grdnleri eklemey!
disintyor musinuz ?

15. Yeni GrlUnden sorumlu birimler hangileridir ?
16. Pazar aragtirmasi yapiyor musunuz ?

17. Hangi satis kanallarinmi kulianmaktasiniz ? Yeni satis kanallarm
kutlanmay1 hedefliyor musunuz ?

18. Sirketiniz binyesinde acente {liskilerinden sorumiu birim nedir ?
Kime bagly galismaktadir ?

19. Acentelere uyguladiginiz eg§itim programini anlatir misiniz ? Acente
egitiminden sorumly kisi ya da birim nedir ?

20. Sizce sektortn acentelerle ilgili en dnemli soruniari nelerdir ?

21. Sizce acenteleriniz girketinizi nas1l degeriendiriyorlar ?

-~ Cok Olumlu  -- Olumlu  -- Olumsuz  -- Gok Olumsuz
22.7Acenteierinize ne gibi destek hizmetier sagliyorsunuz ?
23. Reklam hedefleriniz nelerdir ?
24. Hangi medyalary kullandiniz ?
25. Parasiz tanitim olanaklarindan yararlaniyor musunuz ? Ne gibi ?
26, Halkla 1ligkiler faaliyetlerini nasil ylirttiyor sunuz ?

27. Reklamlar icin etkinlik catigmalart yaptiriyor musunuz ?



28.

Sizce tiketicilerin hayat sigortast drtnlerine kargt tutumlari

nedir ?

-- Gok Olumlu  -- Olumlu -~ Olumsuz  -- Gok Olumsuz

Sigorta Sirketlerine karsi ?

29.

30.

31,
my ?

-- Gok Olumiu  -- Olumiy  -- Olumsuz -~ Cok Olumsuz

7

Sizce sektorin tiketicilerle 11glii en onemli sorunlari nelerdir?

Sirketiniz ne derece otomasyona gegmistir ?

-~ Tum police kayitlar

-~ Tum sigorta teklifierd
-~ Tiim teknik caligmalar
-- Tum acentelik islemleri
-- Tam bir entegrasyon

Sirketinizin reastirans diginda bagka bir uluslararasi baglantisi va

* Cinsiyet : -- Kadin -- Erkek
* Yas : -- 25-30 -- 46-50
-- 30-35 -- 51-55
-- 36-40 -- 56-60
-~ 41-45 -~ 6]-65
-- 66-70

-- 71 ve dsty

* Kag yildwr sektdrde gali§iyorsunuz ?
* Hangi yabanct dilleri biliyorsunuz ?
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SIRKET ANKET{

Sirketin Ady :
Yoneticinin Ady
Gorevi :

1. Sizce Tdrkiye'de hayat sigortasi sektorilnin yeterince gelismemis
olmasinin en Onemli nedenleri nelerdir ?

2. Sizce Ulkemizde hayat sigortasi sektérinin en Snemli sorunlari
nelerdir ?

3. Sizce Ulkemizde hayat sigortasy firmalary igin en 6nemli avantajlar
nelerdir ?

4. Sizce devlet hayat sigortast sektérinin geligmesine ne gibi
katkiiarda bulunabilir ?

§. Sizce pazarlamanin hayat sigortas) sektorinidn geligmesinde roli
nedir ?

6. Sirketinizin temel pazarlama hedefi nedir ?

7. Sizce bu hedef tum calisanlariniza ve acentelerinize agiklikla
itetilmis durumda mv ?

8. Son yillarda girketinizin pazarlama yaklasiminda 6nemii bir
degisiklik oldu my ? Bunun nedenleri nelerdi ?

9. Sirketinizde pazarlama biltminde kagc kisi ¢alisiyor ? Bu boldmdeki en
tepe yonetici kim, kime bagly ? Organizasyon yapisit konusunda bilgi
verir misiniz ? v

10. Sirketinizde rakamsal olarak belirtilmis pazarlama hedefleri varmi ?

Il. Hitap ettiginiz pazar nedir 7

12. Kag degigik hayat sigortasi Uridnindz var ?
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28. Sizce tiketicilerin hayat sigortasi Urlnlerine karsi tutumlari
nedir ? )

-- Gok Olumiu  -- Olumly  -- Olumsuz  -- Cok Olumsuz

Sigorta Sirketierine kargi ?

-- Gok Olumiu  -- Olumiu -~ Olumsuz -- Cok Olumsuz

29. Sizce sektoriin tiketicilerle i1lgili en onemli sorunlari nelerdir?
30. §Sirketiniz ne derece otomasyona gegmistir 7
-- Tim poiice kayrtlar
-~ Tum sigorta teklifleri
~- Tium teknik caligmalar
~- Tim acentelik islemleri
-- Tam bir entegrasyon
31. Sirketinizin reasilirans disinda baska bir uluslararasi baglantisy var
m? _
* Cinsiyet -- Kadin  -- Erkek
* Yas : -- 25-30 -~ 46-50
-- 30-35 -- 51-55
-- 36-40 -- 56-60
-~ 41-45 -~ 61-65
-~ 66-70
-- 71 ve dstd

* Kag yildir sektorde galisiyorsunuz ?
* Hangi yabanct dilleri biliyorsunuz ?
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13. Pazardan cekmeyi planladiginiz ne gibi dUrinleriniz var ?

14. Yakin gelecekte drin dizinize yeni hayat sigortasi lrinleri eklemeyi
dilginllyor musunuz ?

15. Yeni Uridnden sorumlu birimier hangileridir 7
16. Pazar arastirmasy yabwyor musynuz 7

17. Hangi satis kanallarini kullanmaktasiniz ? Yeni satig kanallam
kuilanmayy hedefliyor musunuz ?

18. §irketiniz biinyesinde acente {ligkilerinden sorumlu birim nedir ?
Kime bagly caligmaktadir ?

19, Acentelere uyguladiginiz egitim programiny anlatr misimiz 7 Acente
egitiminden sorumiu kisi ya da birim nedir ?

20, Sizce sektorin acentelerie i1gili en tnemli sorunlari nelerdir ?

21. Sizce acenteleriniz sirketinizi nasii degerlendiriyoriar ?

-- Gok Olumlu  -- Olumly  -- Olumsuz  -- Gok Olumsuz
22. Acentelerinize ne gibi destek hizmetler sagliyorsunuz ?
23. Reklam hedefleriniz nelerdir ?
24, Hangi medyalari kullandimiz 7
25. Parasiz tanitmm olapnaklarindan yararlaniyor musunuz 7 Ne gibi ?
26. Ha!kla‘i1i§kiier faaliyetlerini nasi1l yidrGtdyor sunuz ?

27. Reklamlar igin etkinlik c¢aligmalar: yaptiriyor musﬁnuz ?
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SIRKET ANKETI

Sirketin Ad :
Yéneticinin Adyv
Gbrevi H

1. Sizce Turkiye'de hayat sigortast sektértndn yeterince gelismemis
olmasinin en dnemli nedenleri nelerdir ?

2. Sizce dlkemizde hayat sigortasi sektérinln en 6nemli sorunlar
nelerdir ?

3. Sizce dlkemizde hayat sigortasi firmalari igin en énemli avantajlar
nelerdir ?

f. Sizce deviet hayat sigortasi sektérinin geligmesine ne gibi
katkilarda bulunabiiir ?

5. Sizce pazarlamanin hayat sigortas: sektérinin gelismesinde rold
nedir 7

6. Sirketinizin temel pazarlama hedefi nedir ?

7. Sizce bu hedef tum cgalisaniariniza ve acentelerinize agiklikia
iletiimis durumda mi1 ?

8. Son yi1llarda sirketinizin pazarlama yaklagiminda énemli bir
degigiklik oldu mu ? Bunun nedenieri nelerdi ?

9. §irketinizde pazarlama bolUminde kag kisi ¢aligiyor ? Bu bélumdeki en
tepe yonetici kim, kime baglt ? Organizasyon yapisi konusunda bilgi
verir misiniz ? :

10. Sirketinizde rakamsal olarak belirtilmis pazarlama hedefleri varmi 7

11. Hitap ettiginiz pazar nedir ?

12. Kag degigik hayat sigortasi Urindndz var ?
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13. Pazardan cekmeyi planladiginiz ne gibi drinleriniz var ?

14, Yakin gelecekte Grin dizinize yeni hayat sigortasi drdnieri eklemeyi
distindyor musunuz ?

15. Yeni {rdnden sorumlu birimler hangileridir ?
16. Pazar arastirmasy yapiyor musunuz ?

17. Hangi satys kanallarini kullanmaktasiniz ? Yeni satis kanallar1
kullanmayt hedefliyor musunuz ?

18, Sirketiniz binyesinde acente iligkilerinden sorumlu birim nedir ?
Kime bagly calismaktadir ?

19, Acentelere uyguiadiginiz efitim programint anlatir misimiz ? Acente
egitiminden sorumiu kisi ya da birim nedir 7

20. Sizce sektértn acentelerle 11giti en Snemli sorunlari nelerdir ?

21. Sizce acenteleriniz girketinizi nas1l degerlendiriyoriar ?

-~ Cok Olumiu  -- Olumlu  -- Olumsuz -- ok Olumsuz
22. Acentelerinize ne gibi destek hizmetier ségl1yorsunuz ?
23. Reklam hedefleriniz nelerdir ?
24, Hangi medyalari kullandiniz ?
25. Parasiz tanitmm olanaklarindan yararlaniyor musunuz ? Ne gibi ?
26. Halkla iliskiler faaliyetlerini nasil ytrutlyor sunuz ?

27. Reklamlar igin etkinlik calismalari yaptiriyor musunuz ?
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28é Sizce tuketicilerin hayat sigortast drdnierine karsi tutumlari
nedir ? .

-~ Cok Olumiy  -- Olumlu  -- Olumsuz  -- Gok Olumsuz
Sigorta Sirketlerine kargi ?

-~ Gok Otumly -- Olumlu  -- Olumsuz -- Gok Olumsuz
29. Sizce sektdrin tiketicilerle 11gili en tnemli soruniari nelerdir?

30. Sirketiniz ne derece otomasyona gecmistir ?

§

Tdm police kayitlari
Tam sigorta tekliflert
-~ Tﬂm\teknik4$ﬁ?4§malar

Tim acentelik islemleri
-- Tam bir entegrasyon

!

L
e

31. Sirketinizin reastirans diginda baSka bir ulusiararasi baglantisy var
m 7

* Cinsiyet : -- Kadin ~- Erkek
* Yas t -- 25-30 -- 46-50
-- 30-35 -~ 51-55
-- 36-40 -- 55-60
-- 41-45 -~ 61-65
-- 66-70

-~ 71 ve dstd

* Kag y1idir sektorde galigiyorsunuz ?
* Hangi yabancy dilleri biliyorsunuz ?
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APPENDIX 2 PRODUCER QUESTIONNAIRE

Name of the Agency e e ettt
Full Name of the Person

filling the questionnaire t........ ... cciiiiivievinennnn.
Position in the Agency P Ceereeiaiereaas
Date Agency was found i ereeeserereececatesennans ‘e
Lines of business : -- Life -~ Non-1ife
Insurers represented

presently Dttt itet ittt
Other business activities t... ... iiiiieiiniireniienanns
1. For how many years have you been working as an agent ?

4.

. What are the three things you like most about your job ?

Show with an (x).

Serving the society

Income in right proportion with effort
Life Tong employment possibility
Independence

Prestige in society

. What types of insurance you or your family own ?

Life insurance

Home insurance

Office insurance

Car insurance

Accident Insurance

Health Insurance

Other (Please explain:......covvviiiiiiiineinnnsn cerrnes )

How does the insurance company you represent markets its

products?

Agency force

Direct sales force

Mail

TV

Other (Please explain:.........cvveveennn, veseas Ceriaaes )



5. How frequently does the insurance company you represent
offer training to your agency ?

-- More than once a month
-- Once a month

-~ When we reguest

-- A few times each year

6. How the training programs are carried out 7
Show using an (x).

-- written material from insurance company

-- meeting at insurance company premises

-- meeting at agency with the managers of the insurer

-- meeting at a different location (such as a hotel)

-~ Other (Please explain:.. ..ottt einninnsnnnnnns

7. How frequentiy you communicate with the insurance company
Show by an (x) in both columns.

WRITTEN TELEPHONE
-- Every day --
-- 3-4 times a week -
-- 1-2 times aweek -~
a few times each month --
fess than once a month --

i

i

8. Rank in order of frequency the reasons for contacting the
insurance company. {1: most frequently, 2: frequently, 3:
less frequently)

-~ Policy errors/delays

-~ Problems related to the commissions and balances

-~ Problems related with the policy

-- Questions related to new

-- Requests for support (brochures, application forms)
-- Training requests

9. What services do you expect from the insurance company
that you work in the 1ife branch ?

-~ Training

-- Brochure and promotion

-~ Computer support

-~ Advise on legal issues

-~ Advise on financial issues

-- information on agency organization and management

-- Information on competitors and the market

~- Information on marketing and sales technigues

-- Other {Please explain:......... P |



10. What are the problems you regarding the life insurance
company you represent ? Show by an (x).

11

Delay in commission payments

Inability to contact a manager

Inadequate training services

Delay in the preparation of the policies

Error in the preparation of the polisies

not getting answers to questions

not getting solutions to special requests

Other (Please explainmi.....cciviiiiiiinnerenenrenncennnss )

. What are the factors that the agents have to consider in

choosing an insurance company to work with ? (Rank as 1:
most important, 2:very important, 3:important)

13

Confidence in the insurance company

Commission rates

Period the company leaves the premiums to the agent
Policy production without errors/delays

Solving the applications of policyholders effectively
The financial/managerial situation of the insurance
company

The image of the insurance company

The position of the insurance company in the sector
Other (Please explain:...cvieeiiiiecrononcnsssnssononons )

. How do you determine your potential clients. Show by an

(x).

Referrals from policyholders
Own social circle

Work environment

Randomiy

m?$tings at policyholders homes
A

. Please state in the order of importance, to what needs of

your clients does the 1ife insurance policy you sell applies.



14. What are the three most common objections you meet from
your clients in buying 1ife insurance. Rank in the order of
frequency as 1: Most Frequently, 2:Very Frequently,
3:Frequently.

inconfidence in insurance companies

-- policies loose in value due to inflation ,

Consumers do not know anything about insurance

-- The policies are to complicated and confusing

-- Policies are inadequate

Other (Please explaini.....coviiiiirerinennneennnneenenns )

15. How do you define the consumer attitude towards 1ife
insurance ?

-- Very positive -- Positive -- Negative -- Very Negative

16. Evaluate in terms of outcome alternatives on what can be
done to improve consumer attitude towards 1ife insurance.
1:Most Effective, 2: Very Effective, 3: Effective,
4:Ineffective)

-- Aftersales service

-- Support from the State (tax advantage, education, etc.)
-- Sectoral advertising

-- Speed in claims handling

-- Developing public relations

-- Control and licensing of agents

-~ Other (Please explain:.......cvviiiiiiiinnrncnoncnonnnnns )

17. Please define marketing.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

18. What are your expectations regarding the future of life
insurance ?

-- Very Positive -- Positive -- Negative -- Very Negative



Sex: --- Male ~--- Female

Age: -- below 25 -- 41 - 45
-- 26 - 30 -- 46 - 50
-~ 31 - 35 -- 51 - 55
-- 36 - 40 -- 56 - 60

-- 61 and above

The last school you graduated from:

-- Elementary School

-- Middle School

-~ High School

-— University

-- Graduate Degrees

-- Other (Please explain:............ et )
Marital Status:

-- Single

-- Married

-~ Divorced/widowed
For the married:

For how many years have you been married ?......

How many children do you have ? ................

Please write below, the names of the clubs which you are a
member of:

Please use the empty space below for any comments you would
Tike to make reagarding the subject of life insurance or the
questionnaire.

Thank you for contributing to research by completing this
questionnaire.
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APPENDIX~2 ACENTE ANKETL

' .

Acenten‘" UHV3H13; ............. ¢;..ns.lll‘;iisl‘ollA-llt-ll.
Mnketi Dolduran Kisinin Adi, Soyaditiiviiitinivieiitisiens.,
GGTGV‘! ........ eee e }................‘.asui~¢.\.xu|Al....a.a

Acentenin Kurulus LT3 1T T T S S O R S

Acentenin Faaliyet Alanlart! --- Hayat  “<s. Hayat Disy
galistiginiz Sigorta sirkétleriz...L....‘az.;.;z; ..... AP
! . ,
Yan Faallyetler:. . .. . . nnens I T N
O
1.Kag ytldir sigorta seklortinde galigiyorsunuz 2............

2.1sintzin en ¢ok sevdiginiz g ytnund (X) kbydrak
belirtiniz:
-- Toplum yararina bir hizmet sunmak
-- Galigma 1le do?ru orant11i kazang
-~ Yasam boyu 1 imkani
-- Bagimsiz ¢alrsma fmkam
-- Toplumda prestij1l bir yer sagliyor
-- Uiger (Be“r‘,‘hll‘ ..... li-ub.ti‘i"l‘lnl‘vlllll-olll‘tl)

3.Kendintzin ya da allenizin sahlp oldugunuz sigortalars (X)
koyarak belirtinlz. | _

- Hayat Sigortas -
- Ev Stgortast

- ls Yeri Stgortasy

- Kasko Slgnrtasi

- Ferd! Kaza Sigortasi

- Saghik Sigortast

- Uig@r‘ (Be ‘rth\il! .............. DRI A Y ) RN i)

Ll 1 L] + 1 1

4 Wayat Dalinda galistigintz sigorta Eirketin\n Urtinlerini
nastl pazarladiginm iX) koyarak lsaretleyiniz.

-- Acenteler kanaliyla

-- Kendi sattg tegkilatr 1le

-- Posta 1le

-- TV {le

- D‘ger (Be“rt‘n‘zgi-loo¢lllrlllo|llll‘boto-tlllallo..o)
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10 . Hayat dabinda -calistaginry stqoyta ivkeli ife
¢ Ly ( :

|
¢aligmalarinmizda kavgrlashigineg, covumadave (¥) basea
tsarelleyiniz. -

-- Diniisiimlerin zamaninda ddenmeme i

-- Istenilen yelkiliye ulagamamak

-- Yelersiz egitim hizmelleri

-- Poligelevin hazorlanmasimin uzun sinmesi

-- Poligelerin hatale alavak hazoeLanmas)

-~ Sorulara covap alinamamas

-- Ozel isteklerin zamaninda kargilanamamas

- Diger (Beldvrbiniz: o oo )

11.S1zce Acentelerin hayal dalinda sivkel seiimlnde dikkat
glmelert gereken hususlavin dnemind belirliniz. (1:In
Oneml i, 2:0nemli, 3:Daha az dnemi!, 4:0nemslz )

-- Sirkele given

-- Komtsyon oranlavy

-- Pey tutma stiresl

-- Hatasiz-stiratti police Greliml

-- Stgortalilarin basvurularinin ebidn sekilde ¢oztmlenmest
-- Stgorta sirkettntn mall-yohelsel durumy

-- Sigorta sirketinin tmajy v

-- Sirketin seklordek! konunu

- ”'ger (BQ]“‘t'"'z:..h...-A.A.At.s&iuilllutuAtlcsisaxt)

12.Polansiyel Nuslerilerintzi hangl yonlemlerte
betirlediginizi (X) koyarak belirliniz,

-- Sigortalilardan alinan referans|ar |
-- Sosyal c¢evre

-- 1§ gevresi A

-- Raslgele

“ - ”nst?rilerln evierinde yapilan Loplantidare

-- Heps .

- - Uigel“ (UGH!‘HMZ:... ...... ..5.5ali5i4]sslaaalitlt-lA)

13.razarladvginez hayal sigorlast Urtinll mnater‘1er|nlzin

hang! thtiyactarina hitap edlyory Gntelik sirasiyla
betirtiniz:
l ................................. [ N B I ) IR
2 B
3 ...................... 4 & 0o v 4 4 o 2 b ¢ o e I TR
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11, Titkelictlerin hayal sigorlasy almaya kars: crkmalarinim en
inemli fic nedenini miiglovilerin iliraz stkligima yire
belirtiniz (1:tn sik, 2:51k 3:Daha az sik).

-- Siygorla sirkellerine giivensizitk

-- Poligelerin enflasyon nedeniyle deger yilirmesl|
-~ Konuyu bilmemelori

-- Poligelerin karmagik olmasy

-~ Poligelervin gelivisinin diisiitk olmas

-- Poligelerin yolorsiz olmas)

15. Hikeltlctilorin Haval, Sigmda<y e dbgi bbb tabumbarviny nasy
Lanmmlarsimz?

== Lok Olumiu -- Olumin e 0 ey, tole 0am-n -

16. Tikelicilerin hayal sigoviasy $le dlgilt tabwmbaring daha
olumby hale aeltivmel dcin yaprlabiocoklort conne agramdan
degevlendivinis € i b olkili, 20 10kild, 3:Daha Az
ELkiTi, 4 FLkiqiz).

-- Salig Sonrast Hizmel

- Povlel Desteiqi (Vorgi avantajr, egilim, vs.)
-~ Sekbdrel veklambar

- Masarlarin kisa siivede ddonmeni

== Matkla Hliskilevin gelistivilmesi

-- Acontelervin lisans almast ve denelimi

-- Diger

17.Sizce "Pazariama” nediy ?

18 . Hayal Sigovtalarinmin gelecegi e ilgiti beklenlileriniz
nedir? ‘

-- Gok Olumiu -~ Olumly -- Olumsuz -- Lok Olumsuz
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Cinsiyet: -- Erkek -- Kadin

Yas : -- 25 ve alty -- 41-45
-- 26-30 -- 50-55
-- 31-35 -~ 56-60
-~ 36-40 -- 61 ve lsti

Mezun Oldugunuz son egitim kurumu:

- 1k Ogretim

-- Ortaokul

-- Lise

-- Untversite

-- Lisansiisti

-- Diger (Belirtiniz:........cvviiennnrnn. )

Medeni Haliniz: -- Bekar
-- Evli
-- Dul

Evliler igin : - Kag yr1ldir evlisiniz ?2:......

..............................................................
.............................................................

.............................................................

Anket Formu ile i1gili yorumunuz, ya da konu ile ilgili
Ee}:rtmek istediginiz diger hususlar i¢in asagidaki bos yeri
ullaninmiz: -

Bu anketi doldurup gindererek doktora c¢aligmami
desteklediginiz i¢in tegekkir ederim.
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APPENDIX 3 CONSUMER QUESTIONNAIRE

This questionnire will provide data for a Doctoral
Dissertation at the Bogazici University Social Sciences
Institute.

1. What are the types insurance that you recall:

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

S

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

3. What do you consider the three most important benefits of
life insurance. Please evaluate in the order of importance
as 1:Most important, 2:Very important, 3:important.

-~ Assuring the future of my family
-- Ability to save

-- Health Treatment

-- Lump sum for retirement

-- Highest rate of return for savings
-- Continious income

-- Assurance against disability

-- Tax advantages

4. Do you own a life insurance policy ?  --- Yes
--- No
Please skip to question 7 if you have answered 'No'.

5. What were the three most important reasons that made you
purchase life insurance. Rank in the order of importance as,
1: Most important, 2:Very important, 3:important.

-- Assuring the future of my family

-- The persistancy of the agent/sales person

-- Possibility of saving through life insurance
-- Benefiting from the tax advantage

-- Retirement income/lumpsum

6. How did you decide to purchase 1life insurance ?

-- Upon agent/sales persons proposal

-- 1 was affected by the advertisements
-~ My friend/family pesuaded me

-- I decided I needed it



7. What are the three most important factors in choosing a
1ife insurance company ? Please rank in the order of
importance as, 1: most important, 2:very important,
3:important.

-- Strong and thrustable company

-- A strong bank or holding company behind the insurance
company

-~ A modern company

-- An ol1d and traditional backgroun of the insurance company

-- State share in the company

-- Investments in low risk effective investment tools

-- Things I hear from friends/relatives

-- The policies

-- The advertisement

-- The sales persons

-~ Other (Please explain:....cc.cevvveiiivinnnns, Ceteereaaaan )

8. What are three reasons why you do not own a 11fe insurance
policy. Rank in the order of importance as l:most important,
2:very important, 3:important.

-- I do not know much about 1ife insurance

-- I do not have any dependants/I have enough property

-- The premiums are too high

-- The procedure is too confusing

-- The rate of return is low

-- Policy looses value by time

-- I do not 1ike the policies

-- 1 do not thrust the 1ife insurance companies

-- Other (Please explain:....coviieiiiernnirennernnesnnsennns )

9. State in the order of importance the change in conditions
that would effect you to purchase 1ife insurance. Please
rank in order of importance as, l:most important, 2:very
important, 3:important.

-- As I grow older

-- As my income increases

-- When a proper service is offered to me

-- As my confidence in the insurance sector 1ncreases

-- Other (Please eXplain:.....voviiireeeneecnerncsvonsnonnnns )

10. How do you think that the life insurance premiums be paid
in the most practicle way ?

-- Credit Card

-- Direct payment from bank account

-~ Postal cheque

-- Going to the insurance company or agent

-~ With a cash station card

~-- With a cheque

-- Other (Please explain:.......cceeviiiiiiiinnernonen. vees)

220



11. From where would you have preferred to purchase 1ife
insurance 7

-- Insurance company

-~ A sales person visiting me at home

-- Insurance agency

-~ Bank branch .

-~ Through mail

- Other (Please explain:... ...,

12. Do you save money ?

-— 1 can not save. | spend more than I earn.
-— 1 can not save. My income is equal to my spending.
-- ] can save. -

13. Please state the three most important reasons for saving
money ? Please rank in order of importance as l:most
important, 2:very important, 3:important.

-- For sickness and disablity

-- To buy a house/car/land

-~ For the educalion of my children

-~ To start up a business for my children
-~ For the marriage of my children

-- For when I am old

14. How, do you invest your savings ?

-- Time deposits

-- Stocks

-- Bonds

-- State Bonds

-- Foreign Currency
-- Gold

-~ Real estate

-- Life insurance

-- Other (Please explain:......c.oeriinieeeniiinnneeens )

15. From what sources do you recieve information regarding
life insurance ?

-~ Insurance companies

-~ Insurance agency/sales person

-- Friends/relatives

-- Banks

-~ Educational shows on TV

-- Radio programmes

-- HNews on Press

-~ Advertisement (TV, Newspapers, radio)
-~ Brochures mailed to my house



16. Rank the saving tools shown below in the order of your
preference. Mark the first column. Then evaluate them for
each criteria as 1: very bad, 2:bad, 3:good, 4:very good.

YOUR SAVING LIQUIDITY  PROFITABILITY  RETENTION
PREFERENCE  TOOLS OF VALUE

- Time deopsits -—- — -—
- Stock§ : -— —— —_—
- Bonds - -—= -— -
_--  State bonds —-— — —
- Life insurance -——- — ———
-—- Gold - | ——— -
-—- Foreign currency --- - -—
-—- Real Estate -— -— -—=

———  Other - - -

17. What are the three most important things that you expect
from a 1ife insurance policy ? Please rank in the order of
importance as l:most important, 2:very important,
3:important.

-- encourages/increases savings

-- Security at retirement

-- Security of the future of the family

-- Possiblity of taking loans on your life policy

-- Adequate premiums

-- Providing security against disability

-- The savings should not loose their value

-- Few formalities

-~ Other (Please explain:....coviviiiiiinnnierciiesinnnenns )
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18. Please mark your opinion regarding the statements below
with an (x). ]
Totally Partially Partially Totally
Agree Agree Disagree Disagree

- The most correct opinion is one
which has been proved. ---- —— ———mmee

~ I can not supress
my spending today, to
save for future. ———— —— _——— ———

- You have to be carefull
when doing business
with any institution ——— —— ———— _——

- Insurance companies create
problems not to pay the
money you deserve. ——— ———— _— —_——

- I sample a new product
before my friends —— ——— ———— ———

- My knowledge about life
insurance is inadequate. ---- —— —— ——

- Investing in the stock
exchange is very risky. ---- —— —— ——

- Changing the future is
not in peoples hands. ——— ——— -—=- ——-=

- There is a possibility of
being misled while buying
life insurance. ——— - ~——- -—==

- I trust people. —— ———= ———- -

- I am very careful when
making important changes
in my life. ——— ———— ——— -——-

- What Tife insurance has

to offer in the future is

unclear. ——— -—— - ——--
19 Do you have any type of security in the future ?
Social Security

State Pension Fund

Security for Independent Professionals

Widows/Orphans Salary

Real estate

Life insurance

Other (Please exp1a1n ................................ )

t

i
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Sex: --- Female --- Male

Age: -- below 25 -- 41 - 45
-~ 26 - 30 -~ 46 - 50
-- 31 - 35 -- 5] - 55
-~ 36 - 40 -- 56 and above

Marital Status: Married Single Widow/Divorced
" For how long:---

" Number of Children Age Education Sex

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

How many people are there in you family, including you 7 ....
How many people work in your family, including you ? ........
Education:

Literate
Elementary School
Middle School
High School
University
Graduate

t
{

i

Average monthly income of the family:
-- less the 2,000,000

-—- 2 - 3,999,999 TL

-- 4 - 6,999,999 TL

-~ 7 - 9,999,999 TL

-- 10 - 14,999,999 TL

-- 15 - 19,999,999 TL

-- above 20 million TL
Your Profession:....c.eeeeeeeeeenenscnossans
Your Position at work :........c.euse beseees

Work situation:

-- does not work
Retired

Works full time
Works part time

Thank you by supporting research by completing this
questionnaire.
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APPENDiIX~3 TUKETict ANKET

Bu anket Bogazigi Universitesi Sosyal Bilimler Enstitiisi
Pazarlama Ana Bilim Dalinda bir Doktora Tezi igin kaynak
teskil edecektir.

1.11k anda akliniza gelen sigorta tiirlerini belirtiniz:

3.Sizce hayat sigortasinin en onemli li¢ yarari nedir.
Oncelik sirasina gore belirtiniz (1:En Onemli, 2:0nemli,
3:Daha Az Onemli)

-- Ailemin gelecegini glivence altina almak.

-- Tasarruf yapabilmek

-- Tedavi imkanlari

-- Emeklilikte toplu para

-- En yiiksek yatirim gelirini saglama

-- Stirekli gelir saglama

-- Sakatl1k halinde glivence

-- Vergi avantajlary

-- Diger (Belirtiniz: )

4. Hayat Sigortamiz: -- Var
-~ Yok (7 numarali soruya geginiz)

5.Sizi hayat sigortasi almaya iten en dnemli 3 nedeni Gnem
81ra51na gore belirtiniz (1:En Onemli, 2:0nemli, 3:Daha Az
Onemii). ‘

-- Ailemin gelecegini glivence altina almak.
-- Acentenin-Satis elemaninin 1srari

-- Tasarruf yapabilmek

-- Vergi avantajindan yararlanmak

-- Emek1i1ik geliri-toplu para

6.Hayat Sigortasi almaya nasil karar verdiniz ?
-- Acentenin-satis elemaninin teklifi sonucu
-- Reklamlardan etkilendim
-- Arkadagim-akrabam ikna etti
-- thtiyacim olduguna karar verdim
-- Diger (Belirtiniz:...coviiiiiiiiiiiiviiiiiiiiiiiens, )
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7.Sigorta §irketi seciminde sizce en tnemli 3 husus nedir ?
(1: En Onemli, 2:0nemli, 3: Daha az Onemlt).

-- §irketin saglam ve giivenilir olmasi
-- Sirketin arkasinda giiglii bir banka/holding olmasi
-- Modern bir sirket olmasi
-- Sirketin eski ve kokld bir gecmisi olmasi
-- Devlet ortakli1gt olmasi
-- Primlerin giivenilir ve verimli yatirimlarda
kuilaniimas1
-- Gevreden/yakinlarimdan duyduklarim
-~ Uriinleri
. -- Reklamlari
-- Satis elemanlar
-- Diger (Belirtiniz: )

8.Hayat sigortasi sahibi olmamanizin en 6nemli ti¢ nedenini
onem sirasina gore belirtiniz (1:En Onemli, 2:0nemli, 3:daha
Az Onemli).

-- Hayat Sigortasi konusunda pek bilgim yok

-- Bana bagiml1 kimse yok yeterince miitkim var.

-- Primler ¢ok yliksek

-- Formalitesi c¢ok yliksek

-- Getirisi diislik

-- Poligce deger kaybediyor

-- Poligeleri begenmiyorum ‘

-- Hayat sigortasina- sigortasi sirketlerine gtivenmiyorum
-- Diger (Belirtiniz)

9.Asagrdaki kosullardan hangileri gergeklestiginde hayat
sigortasi yaptirmay1 diginirstniiz? Lutfen tnem derecesine
gore 1: En onemli, 2: Onemii, vb. isaretleyiniz.

-- Yagim ilerledikge

-- Gelirim arttiginda

-- Kendime uygun bir hizmet sunuldugunda

-- Sigorta sektortne glivenim arttiginda

-- Diger (Belirtiniz: )

10.Hayat Sigortasi primleri sizce en pratik olarak nasil
odenebilir? '

-- Kredi karti

-- Banka hesabindan otomatik odeme

-- Posta gekiyle

-- §irket ya da acenteye giderek

-- Bankamatik kartr ile

-~ Lekle

-- Diger (Belirtiniz: )
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11.Hayat Sigortasini nereden almak isterdiniz?

-- Sigorta girketinden

-- Eve gelen bir sirket temsilcisinden

-- Sigorta acentesinden

-- Banka gubesinden

-- Posta ile

-- Diger (Belirtiniz: )

12.Tasarruf yapiyor musunuz ?

-- Tasarruf yapamiyorum. Giderim gelirimden fazla.
.-- Tasarruf yapamiyorum. Giderim gelirime esit.
-- Tasarruf yapabiliyorum.

13.Tasarruf yapmanizin lic nedenini onem sirasina gére
belirtiniz (1:En Onemli, 2:0nemli, 3:Daha Az Onemli)

-- Hastalik-Sakatlik igin

-- Bir ev-araba-arsa alabilmek igin
-- CGocuklarimin egitimi igin

-- Gocuklarima bir is kurabilmek igin
-~ Cocuklarimi evlendirebilmek igin
-- Yaghihigim igin

14.Tasarruflarinizi ne sekilde degerlendiriyorsunuz ?

-- Vadeli banka hesab1

-- Hisse senedi

-- Tahvil

-- Devlet tahvili

-- Doviz

-- Altin

-- Gayri menkul

-- Hayat sigortasy

-~ Diger (Belirtiniz:. oot iiiiiioriiinieernnenens )

15.Hayat sigortas1 ile 11gili bilgi aldi1giniz kaynaklarm
belirtiniz:

-- Sigorta girketinden

-- Acente-satis elemam

-- Arkadaglar-Akrabalar

-- Bankalar

-- TV'de egitici programlar

-~ Radyo programlari

-- Basinda yazilar

-- Reklamlar (TV, basin, radyo)

-- Eve gelen brogiirler

-- Diger (Belirtiniz:.............. Gt iieie i ee i )
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16.Asagrdaki tasarruf yontemlerini tercih sirasina gore 1’den
baglayarak birinci siitunda isaretleyiniz. -Tim tasarruf
yontemlerini yandaki 6zelliklere gére degerlendiriniz

(1:Cok koti, 2:Kétd, 3:1yi, 4:Cok 4yi ).

TERCIH

TASARRUF ~ NAKDE KARLILIK ESNEKLiK DEGERINt

SIRANIZ YONTEMLERI DONUSTURME KORUMA

Vadeli Hesap --- --- —--
Hisse Senedi --- .- - ——-
Tahvil --- —_— - -
Devlet Tahvili --- --- --- -
Hayat Sigortasi --- --- ——- .-
Altin - . S o
Doviz . - —-- -
Gayrimenkul -—- —-- S C -

Diger --- --- .- —--
(Belirtiniz: )

17. Bir hayat sigortasi policesinden beklediginiz en dnemli
ic seyi sirasiyla belirtiniz. 1:En Onemli, 2:0nemli, 3:Daha
az Onemli)

Tasarruflari arttirici-tesvik edici

Emek1ilik giivencesi

Ailenin gelecedini garanti altina alabilmek

Bor¢ alabilmek

Primlerin uygun olmas1

Kazalara karsi giivence saglamasi

Sirek1i gelir imkan1

Birikimlerin degerini korumasi

Formalitelerin az olmas1

Diger (Belirtiniz: )
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I8, Asagrdakl ctimloley)o Prg b i gibrtiglintia g gty ATIRITOY

garpr koyarak bolhrtints.

Lamamen ko smen
aym ayh

T dogri Tk duq'nluq"
kamtbavs fikhdhe.

-Gnleceklo geliv eldo etmed
T tn buglin giderimt kysamam.

-Norhangt by klltunl\ns Ia 1y
yaparken Jdikkatll daveanitmat,

-Stgorta shrketlert hakbines .
olan parayr gdememek I¢in
bir cok engal cikarir.

-Yend biv Givtin coktigenda
tamidvklavimdan Gnce deney iy,

-Mayal slyortalar konusunda -
bilgim yelersiz.

-Borsada yativim yapmak
cok riskifdir,

-Geleceg! deglist brmak
Insanlarin elinde degitdiy.

-Hayal stgortasy yapLovavken -
kandtritma viskl vavdir,

-Insanlara yliventrim, -

-layatneda bilytik degligiklik - -
ter yaparken dikkalll daveanivim,

-Mayal stgortalavimn
yelecokle no saflayaca h-!ivvtv.

19.Gaelecek i¢tn madd! gilvenconts var m

-- SSK
-~ tmek1) Sandig

- - Ua? Kur

-- Dl /yotim ayligs
-~ Gayrt Nenkul

-- Nayal Stgortas

-- Ulger (Belivtinis:
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Cilnsiyetl: -- Kadin - brkek

Yas : -~ 25 ve alty . A - A
- 26 - 30 -~ A6 - B
-- 31 - 35 A -= 51 - BY
=36 - 40 ~- B6 ve Hiclii
Hedent Hal: Tvli Hokoy -l

Kag yitdav evidsindzy:- -
(ocuk Sayisi Yas Egitim Cinsiyel

Stz dahit attenizdekt kist sayist: ---
Stz dahll aflede ¢alysan kisl sayisi: - -

toitim Durumu: -- Okuryazar
-~ 1 kokal
-« Ovltankul
- Linn
e Untversite
- LisanstisLi

Attenin yaklasik aylik geliri: —

""2'000.000 ve alti
-—=2=3,999,999 TL
-=4-6,999,999 TL
-=7-9,999,999 TL
-~10-14,999,999 TL
-=15-19,999,999 TL
L. --20,000,000 ve tistil

NMegleginiz & .. . SRR

'G'o'reviniz:......--oo

Galigma Durumu -t

- = Caligmiyor

- - Emekli

- -~ Tam giln galigiyor

- = Kismi zaman galigayor

-

Bu anketi doldurup gdndererek aragtirmayir desteklediginiz
i¢in tegekkiir ederiz,
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