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Strong Ties or Weak Ties? The Bancassurance Cooperation
Strategy and Efficiency of Life Insurance Company
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Among the recent development in the Taiwanese life insurance markets is the
dramatically increasing market share of bancassurance. We investigate the
bancassurance cooperation strategy and how this strategy influences the
performance of life insurance firms. This article use data envelopment analysis(DEA)
to evaluate the relative efficiency of life insurance firms. Using data from 2006 to
2009, we find that market trends over the past years have shifted away from weak
ties and towards strong tie in the bancassurance alliance. The results of Tobit
regression suggest that life insurance firms’ tie to bank partners has an impact on
the performance of insurance firms. Specifically, strong ties between insurance firms
and banks contribute to the increase in insurer efficiency. It suggests that strong ties
may allow insurance firms to leverage more valuable information and/or resources
possessed by their bank partners to increase outputs.
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3 5 Tobit it 7.3 % & 44

Panel A: Cost Efficiency

Cons -0.564** -1.364*** -1.959%**
(0.046) (0.000) (0.000)
Banks -0.024**
(0.042)
BHHI 0.990***
(0.003)
CR2 1.327***
(0.003)
Type -0.450** -0.449** -0.405*
(0.045) (0.039) (0.064)
FHC -0.169 -0.420 -0.367
(0.530) (0.137) (0.185)
MS 6.756*** 6.741%** 7.054***
(0.002) (0.001) (0.001)
Banca 0.755** 0.622** 0.724**
(0.015) (0.021) (0.010)
Agent 0.075 0.171 0.098
(0.818) (0.593) (0.758)
D2006 -0.105 0.028 0.057
(0.651) (0.904) (0.806)
D2007 -0.239 -0.192 -0.129
(0.293) (0.383) (0.565)
D2008 0.115 0.246 0.258
(0.570) (0.224) (0.207)
Log-LikeIihood -65.411 -63.057 -63.034

D CE=%4 & »x 5 TE=H e 5 AE=fie & »2 5 ; Cons & é-IHi'IE; Banks=£ ¥4 {7 %Jk; BHHI=
u 7pui )i: xﬁ’-; o35 2 ”‘ % 1t4p B (HHI) jﬂi CR2=m = * & iTRTEMBFE ¢ BTG I
7o~ E£55 F"‘é‘ Type 3 A“*'Jsh NP R P=l FHC B 247 2 P m R
MS FRF AT I Banca i o »~ 4117 iR 2 %iffi ; Agent 2 ¢H 4 4 Bt 25 D2006- D2008 :
R R
FEHN AR G A 2 p oML 1%2 B R MRL B0 BE R YA 10%
i%ﬁ%‘b’ﬁﬁ °
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% 5 ()

Panel B: Technical Efficiency

Cons 1.098*** 0.497 0.094***
(0.001) (0.170) (0.845)
Banks -0.031**
(0.023)
BHHI 0.660*
(0.054)
CR2 0.861**
(0.038)
Type -0.581** -0.545%** -0.507***
(0.004) (0.005) (0.009)
FHC 2.597 2.331 2.315
(1.000) (1.000) (1.000)
MS 3.781 2.553 3.135
(0.201) (0.342) (0.277)
Banca 0.337 -0.028 0.057
(0.323) (0.911) (0.829)
Agent -0.594* -0.572 -0.582*
(0.093) (0.101) (0.094)
D2006 -0.001 0.152 0.157
(0.997) (0.545) (0.534)
D2007 -0.214 -0.133 -0.136
(0.337) (0.539) (0.530)
D2008 -0.285 -0.156 -0.158
(0.164) (0.439) (0.432)
Log-LikeIihood -20.985 -22.206 -21.920

D CE=%4 & »x 5 TE=H e 5 AE=fie & »2 5 ; Cons & é-IHi'IE; Banks=£ ¥4 {7 %Jk; BHHI=
u 7pui )i: xﬁ’-; o35 2 ”‘ % 1t4p B (HHI) jﬂi CR2=m = * & iTRTEMBFE ¢ BTG I
7o~ E£55 F"‘é‘ Type 3 A“*'Jsh NP R P=l FHC B 247 2 P m R
MS FRF AT I Banca i o »~ 4117 iR 2 %iffi ; Agent 2 ¢H 4 4 Bt 25 D2006- D2008 :
R R
FEHN AR G A 2 p oML 1%2 B R MRL B0 BE R YA 10%
i%ﬁ%‘b’ﬁﬁ °
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% 5 ()

Panel C: Allocative Efficiency

Cons -0.768*** -1.433*** -1.683***
(0.003) (<.0001) (<.0001)
Banks -0.019*
(0.087)
BHHI 0.823***
(0.006)
CR2 1.043***
(0.001)
Type -0.237 -0.235 -0.234
(0.249) (0.238) (0.233)
FHC -0.242 -0.456* -0.484*
(0.325) (0.079) (0.059)
MS 6.228*** 6.312 6.270
(0.001) (0.000) (0.000)
Banca 0.824*** 0.733*** 0.761***
(0.004) (0.003) (0.002)
Agent 0.212 0.299 0.296
(0.479) (0.310) (0.303)
D2006 -0.081 0.030 0.052
(0.702) (0.888) (0.806)
D2007 -0.133 -0.090 -0.040
(0.522) (0.655) (0.848)
D2008 0.208 0.320* 0.327*
(0.262) (0.086) (0.082)
Log-LikeIihood -60.361 -58.156 -56.665

P CE=3 4 A »x 5 TE=$k»c 5 AE=fe B »2 5 ; Cons & # §E77; Banks=£ 17437 ik, BHHI=
'Mﬂﬁ)}?:xﬁ’-é e r 3-8 2 548 4p & (HHI) jﬂt CR2=# = % & (e40(7 £ 3a 8 } 4L o i
o~ E 5% F"‘é‘ Type 3 A“*'Jsh NP 7 2> P=1;FHC % A o7 mEYEK
MS AT AT GH5 ;) Banca i » 4107 G 2 %&'_F;. s Agent % ¢h#r 4 Bt 55 D2006- D2008 %
R
FEHLN 5 R lE B AR B 2 p B oYL 1%2 B E R YN L 5% R E R 4 10%
L%ﬁ—?’kﬁ °
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“t 2 1 Pearson 4p B 1% #ic 4

CE TE AE Banks Adj5% Adj10% Adj15% HHI BCR1 BCR2 BCR3 BBCR11 BCR22 BCR33 Type FHC MS Banca Agent

CE 1.00 048 095 -003 -024 -013 -019 022 029 023 022 025 022 020 -028 029 035 012 0.10
(<.0001) (<.0001) (0.77) (0.04) (0.26) (0.10) (0.05) (0.01) (0.05) (0.06) (0.03) (0.06) (0.08) (0.01) (0.01) (0.00) (0.30) (0.36)

TE 048 100 020 -021 -019 -009 001 024 024 028 032 005 000 -002 -039 016 016 -0.18 0.03
(<.0001) (0.07) (0.06) (0.09) (0.42) (0.95) (0.04) (0.04) (0.01) (0.00) (0.69) (0.97) (0.86) (0.00) (0.15) (0.17) (0.12) (0.78)

AE 095 020 100 005 -018 -0.12 -022 016 023 014 011 026 024 023 -016 027 033 020 0.09
(<.0001)  (0.07) (0.69) (0.12) (0.28) (0.05) (0.16) (0.04) (0.23) (0.35) (0.02) (0.04) (0.04) (0.16) (0.02) (0.00) (0.08) (0.45)

Banks  -0.03 -021 005 100 049 028 001 -048 -044 -060 -062 -001 009 017 000 018 017 036 0.12
(0.77) (0.06) (0.69) (<.0001) (0.01) (0.93) (<.0001) (<.0001) (<.0001) (<.0001) (0.91) (0.41) (0.14) (0.99) (0.11) (0.14) (0.00) (0.30)

Adj5%  -024 -019 -018 049 100 069 039 -082 -0.83 -0.87 -083 -044 -034 -026 002 -0.08 010 -0.05 0.4
(0.04)  (0.09) (0.12) (<.0001) (<.0001)  (0.00) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.00) (0.02) (0.88) (0.48) (0.40) (0.64) (0.24)

Adj10% -0.13 -009 -012 028 069 100 067 -080 -0.80 -0.74 -058 -045 -0.34 -0.26 -0.12 -009 020 -0.14 0.20
(0.26) (0.42) (0.28) (0.01) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.00) (0.02) (0.29) (0.44) (0.07) (0.22) (0.08)

Adj15% -019 001 -022 001 039 067 100 -061 -0.65 -046 -027 -037 -027 -020 -011 -013 009 -019 0.11
(0.10) (0.95) (0.05) (0.93) (0.00) (<.0001) (<.0001) (<.0001) (<.0001) (0.02) (0.00) (0.02) (0.07) (0.34) (0.26) (0.45) (0.10) (0.35)

HHI 022 024 016 -048 -082 -080 -061 100 094 086 075 053 038 028 007 017 -0.09 007 -0.25
(0.05) (0.04) (0.16) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.00) (0.01) (0.55) (0.14) (0.45) (0.53) (0.03)

BCR1 029 024 023 -044 -083 -080 -065 094 100 088 078 052 037 027 004 018 -003 005 -0.20
(0.01) (0.04) (0.04) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.00) (0.02) (0.73) (0.12) (0.78) (0.63) (0.08)

(%)
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it 4 1 ()

CE TE AE Banks Adj5% Adj10% Adj15% HHI BCR1 BCR2 BCR3 BBCR11 BCR22 BCR33 Type FHC MS Banca Agent
BCR2 023 028 014 -060 -087 -074 -046 086 08 100 095 037 026 017 -003 008 -011 -008 -0.15
(0.05) (0.01) (0.23) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.00) (0.02) (0.13) (0.78) (0.47) (0.36) (0.49) (0.18)
BCR3 022 032 011 -062 -083 -058 -027 075 078 095 100 032 024 017 -008 009 -005 -011 -0.10
(0.06) (0.00) (0.35) (<.0001) (<.0001) (<.0001)  (0.02) (<.0001) (<.0001) (<.0001) (0.00) (0.03) (0.13) (0.46) (0.43) (0.64) (0.35) (0.36)
BCR11 025 005 026 -001 -044 -045 -037 053 052 037 032 100 097 093 023 029 -014 082 -0.40
(0.03) (0.69) (0.02)  (0.91) (<.0001) (<.0001)  (0.00) (<.0001) (<.0001) (0.00) (0.00) (<.0001) (<.0001) (0.05) (0.01) (0.21) (<.0001)  (0.00)
BCR22 022 000 024 009 -034 -034 -027 038 037 026 024 097 100 099 023 026 -017 091 -0.39
(0.06) (0.97) (0.04) (0.41) (0.00) (0.00) (0.02) (0.00) (0.00) (0.02) (0.03) (<.0001) (<.0001) (0.04) (0.02) (0.15) (<.0001)  (0.00)
BCR33 020 -0.02 023 017 -026 -026 -020 028 027 017 017 093 099 100 023 025 -016 095 -0.38
(0.08) (0.86) (0.04) (0.14) (0.02) (0.02) (0.07) (0.01) (0.02) (0.13) (0.13) (<.0001) (<.0001) (0.04) (0.03) (0.16) (<.0001) (0.00)
Type -0.28 -0.39 -0.16 000 002 -012 -0.11 007 004 -003 -008 023 023 023 100 -022 -028 030 -055
(0.01) (0.00) (0.16) (0.99) (0.88) (0.29) (0.34) (0.55) (0.73) (0.78) (0.46) (0.05) (0.04) (0.04) (0.05) (0.01) (0.01) (<.0001)
FHC 029 0.6 027 018 -008 -009 -013 017 018 008 009 029 026 025 -022 100 059 020 025
(0.01) (0.15) (0.02) (0.11) (0.48) (0.44) (0.26) (0.14) (0.12) (0.47) (0.43) (0.01) (0.02) (0.03) (0.05) (<.0001) (0.08) (0.03)
MS 035 016 033 017 010 020 009 -009 -003 -011 -005 -014 -017 -016 -028 059 100 -0.19 041
(0.00) (0.17) (0.00)  (0.14) (0.40) (0.07) (0.45) (0.45) (0.78) (0.36) (0.64) (0.21) (0.15) (0.16) (0.01) (<.0001) (0.10)  (0.00)
Banca 0.2 -0.18 020 036 -005 -014 -019 007 005 -008 -011 08 091 095 030 020 -019 1.00 -0.37
(0.30) (0.12) (0.08)  (0.00) (0.64) (0.22) (0.10) (0.53) (0.63) (0.49) (0.35) (<.0001) (<.0001) (<.0001) (0.01) (0.08) (0.10) (0.00)

Agent 0.10 0.03 0.09 0.12 0.14 0.20 011 -025 -020 -015 -0.10 -040 -0.39 -0.38 -0.55 0.25 041 -0.37 1.00

(0.36) (0.78) (0.45)  (0.30) (0.24) (0.08) (0.35) (0.03) (0.08) (0.18) (0.36) (0.00) (0.00) (0.00) (<.0001) (0.03) (0.00) (0.00)

i 0 Banks-Adj5% 5 3 £ F B 3t E 15 5%15 2 & (4L ke Banks-Adj10% 5 3 A R 3 E 15 10%15 2 & (T427 i ; Banks-Adj15% 5 3 B F 3 E 15 5O%1E 2 & (T4L7 i s BHHI= 24 & B %
PAor B2 iidadie (HHI) 478 BCRI=® - 4 £ it EEBE § RRFEFRGEFor £ 80 & (BCR2=% - 2 £ PR EHE & RAFR%G H7 fcr £5381 ¢ ;BCRL 5 CRI# # &
frg il B %730t % BCR2 5 CR2 %+ H 4277 g il e %7314 %, BCR3 5 CR3 1+ H 417 gl pe X a0t & s Type 5 2 P44 s FHC 5 2423 27 s MS 5 8 F A7 b5 ; Banca 5 o » 4117 (%% 2 2.
B Agent 5 g A Bt s CE L4 Ak TE 5 fecd 1 AE el %% S FEBEP 5 p ik o
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it % 2 Tobit i fF 5 & A 47- & 17 7k

Modell Model2 Model3 Model4
CE TE AE CE TE AE CE TE AE CE TE AE
Cons -0.564** 1.098***  .0.768***  -0.335 1.164%**  _0.571** -0.278 1.173***  -0.509* -0.218 1.076***  -0.418
(0.046) (0.001) (0.003) (0.248) (0.001) (0.031) (0.373) (0.002) (0.073)  (0.492) (0.005) (0.141)
Banks -0.024** -0.031** -0.019*
(0.042) (0.023) (0.087)
Banks-Adj5% -0.126%**  -0.078* -0.107**
(0.006) (0.063) (0.011)
Banks-Adj10% -0.167** -0.095  -0.149**
(0.025) (0.172) (0.028)
Banks-Adj15% -0.222%* -0.043 -0.221%**
(0.013) (0.609) (0.006)
Type -0.450%** -0.581** -0.237 -0.410* -0.535%** 0,201 -0.493** -0.562%** 0274 -0.520%* -0.558***  _0.303
(0.045) (0.004) (0.249) (0.063) (0.007) (0.317) (0.027) (0.006) (0.177) (0.020) (0.007) (0.131)
FHC -0.169 2.597 -0.242 -0.274 2.430 -0.337 -0.323 2.490 -0.388 -0.294 2.593 -0.382
(0.530) (1.000) (0.325) (0.308) (1.000) (0.171) (0.263) (1.000) (0.138) (0.297) (1.000) (0.133)
MS 6.756***  3.781 6.228***  §.480%** 2673 6.109%**  B.767*** 2258 6.412%**  B254*** 1785 6.017***
(0.002) (0.201) (0.001) (0.001) (0.324) (0.001) (0.001) (0.410) (0.001) (0.001) (0.490) (0.001)
Banca 0.755** 0.337 0.824%**  (523%* -0.093 0.652***  0.503* -0.124 0.636***  0.449* -0.172 0.588**
(0.015) (0.323) (0.004) (0.049) (0.698) (0.007) (0.062) (0.614) (0.009) (0.095) (0.489) (0.015)
Agent 0.075 -0.594* 0.212 0.046 -0.650* 0.196 0.010 -0.628 0.166 -0.037 -0.658* 0.124
(0.818) (0.093) (0.479) (0.885) (0.062) (0.499) (0.435) (0.203) (0.176) (0.907) (0.067) (0.664)
Year Dummies Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Log-Likelihood -65.411 -20.985 -60.361 -63.812 -22.535 -58.632 -64.939 64.939 23.415 -64.413 -24.292 -58.109

7 Cons % #3E9%; CE=8 4 & e TE=H o AE=fe B »c 5 Banks= & 174177 JlicBanks-Adj5% 5 4 5 % 5 7 3 15 5%15 2 & 114377 fic 3 Banks-Adj10% 5 74 B £ 5 3 34 A i 10%15 2 & 1T4277 fo

#c 5 Banks-Adj15% 3 % £ % 5 B 3+ k15 15%¢ -t
B4 f vt 5 Year Dummies : & R G EHc FAR AR FHAIN » RB &
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e 4217 7 5 Type
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4 3Tobitse jF ik A dr-f¢ BRI EREFLIFEY B
Model 5 Model 6 Model 7 Model 8
CE TE AE CE TE AE CE TE AE CE TE AE

Cons -1.364***  0.497 -1.433***  _1616***  0.530 -1.683*** ] 95Q*** 0.094*** 1 917***  -2.213%** -0.285  -2.034***

(0.000) (0.170) (<.0001) (<.0001) (0.179) (<.0001) (0.000) (0.845) (<.0001) (0.001) (0.637) (0.001)
BHHI 0.990***  0.660* 0.823%x*

(0.003) (0.054) (0.006)
CR1 1.196***  0.539 1.043%**

(0.001) (0.113) (0.001)
CR2 1.327%%*  0.861** 1.095%**
(0.003) (0.038) (0.007)
CR3 1.523%** 1.158** 1.170**
(0.009) (0.030) (0.030)

Type -0.449** -0.545*** 0,235 -0.448** -0.541*** 0234 -0.405* -0.507***  -0.199 -0.388* -0.484** -0.189

(0.039) (0.005) (0.238) (0.037) (0.006) (0.233) (0.064) (0.009) (0.323) (0.081) (0.012) (0.357)
FHC -0.420 2.331 -0.456* -0.437 2.367 -0.484* -0.367 2.315 -0.410 -0.300 2.294 -0.343

(0.137) (1.000) (0.079) (0.118) (1.000) (0.059) (0.185) (1.000) (0.107) (0.274) (0.999) (0.174)
MS 6.741*** 2553 6.312 6.633*** 2,094 6.270 7.054*** 3135 6.556 6.702%** 3296  6.194%**

(0.001) (0.342) (0.000) (0.001) (0.423) (0.000) (0.001) (0.277) (0.000) (0.001) (0.238) (0.001)
Banca 0.622** -0.028 0.733***  0.647** -0.054 0.761***  0.724** 0.057 0.815***  0.694** 0101 0.777***

(0.021) (0.912) (0.003) (0.015) (0.829) (0.002) (0.010) (0.829) (0.002) (0.014) (0.709) (0.003)
Agent 0.171 -0.572 0.299 0.160 -0.572 0.296 0.098 -0.582* 0.236 0.060 -0.579* 0.200

(0.593) (0.101) (0.310) (0.612) (0.102) (0.303) (0.758) (0.094) (0.417) (0.850) (0.092) (0.496)
Year Dummies Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

-63.057 -22.206 -58.156 -61.824 -23.029 -56.665 -63.034 -21.920 -58.214 -64.124 -21.765 -59.473

Log-Likelihood
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