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A study in profit management for life insurance companies with tied sales force

Hideo Hoshino

Life insurance companies with tied agency sales forces as their main channels have suffered from
rapid and continuous turnover of the agencies for many years. Some insurers believe a raise in
compensations and more stringent recruitment of agencies are effective to improve the retention of

the sales forces and are actually making such efforts.

It is however difficult to evaluate the effect of such actions in a simple manner because they do not
only improve the retention but also cause some unforeseen side effects such as aggravation of

expense efficiency or shrinking of the sales forces.

This paper proposes a new method to model the profit allocable to a single agency on his/her sales
activities in order to evaluate the efficiency of the aforementioned actions on a comprehensive
manner taking account of all the side effects by employing stochastic modelling for the new business
volume with a detailed framework of fixed and proportional commissions typically observed in the

industry.

-121-



