The development of Polish life insurance market the context of Austrian School - client's
approach

It is probably not an exaggeration to say that #igant progress in economic theory during the last
one hundred years has meant the next step in tstent application of subjectivism.

Friedrich von Hayek

The aim of this paper is to show the empirical trefa between the insurance agents' specified
personal qualities and the efficiency of life irmuce companies in thecontext of future development
perspectives, based on meta — analysis and cowdutdtegee domestic scientific projects and one
international scientific project in the years 20072,
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Abstract

In the long term, the development of Western Europehe United States, the majority of the
countries in Africa and Asia were subjected tocigation or were at war with the above colonisers.
One of the reasons of conflittvas the lack of coherence between the economictstes of
colonisers and indigenous peoples, who were treageadheap andextensivelyusedmanpower.The
conquered areas were deprived of raw materialo#met natural resourcesTherefore, it is difficult

to clearly define the development objectives of tleeupied countriesand to answer the question
whether they were defined at all. As a matter af,féhey played the role of satellites countries
although some of the above countrieswere indepénpditically.

In the twentieth century, especially since Worldr'Milathere was a structural adjustment in global
politics in the area of international relationsakidition, while Europe was in a physical and ecoico
ruin, many countries that had been under colongmhidation by then, gradually began to regain
independence. These politically decolonised areasarbe part of something that is currently defined
as Third World countries. The emerging governmemésie efforts to follow the path of sustainable
economic growth, in order to minimise the gap safieg them from the‘Developed World’ - very
ambitious development plans were prepared.Theyifsgbthe goals to be achieved to foster social
development and improve living conditions of thizeibs.

Background study
Development and knowledge

The increase in the activities aimed at improving material status of populations and crystallising
the concept of development programmeswas a denévafi the success of socialist bloc economies,
including in particular, high growth rates in thetial period, which radically reflected global $oc
economic conditions. Also, excellent results werktamed in the ideological sphere, and,
additionally,the competition with western capitaéonomic model was declared. Those conditions

! Scientific projects: ‘Identification of talent magement dissemination level in life insurance camgs, ‘Identification of competency
management dissemination level in life insuranceganies’, ‘Identification of efficiency ratios imgrhentation level in life insurance
companies’

2 Apart from the evident fight for freedom

3 See A. Janowski, Ekonomiczne aspekty ubezpigdtydawnictwo UTP Bydgoszcz, 2013



provided an incentive for the countries - colonizey change attitudes towards subordinate colonies
and to engage more in the development of the latter

The institutions like the International Bank ford®estruction and Developmérind the International
Monetary Fund became, at least by definition, thgawoisations supporting development as they
supplied financial resources originating from tlgercies created for this purpose.The declaration of
decade of development by the United Nations lawhehperiod of world community's interest in the
development of the poorest countries. The recoctétru of Europe and the increasing interest in the
material status of the poorest countries drew titterof the economics of development in the western
mainstream of economic thought. Similar trends vedse observed in the eastern bloc.

These intentions and interest, especially on thie ggaNVestern countries, although innovative at tha
time, implied a number of questions, including:

- What factors generate underdevelopment orstagmati
- How can the relationship of these factors witd tdrck of development beexplained,

- What action should be taken to eliminate the tawisunderdevelopment and the promotion of
balanced development in the studied areas.

The attempt to answer the above questions causadfepation of the theory of development,
especially in the second half of the twentieth agntThe aim of these investigations was to create
map of a coherent international system of logitéhking, which would respond to the questions
mentioned by providing the intellectual basis foe tesign of development policy. In this procedss, t
proposed theories of advanced logical systems @rglementary in some areas and competitive in
other areas too. The policy of development and e@mgintation of economic development used the
theoretical constructs for over a decade, accomegdny high expectations and hopes, eventually lost
in the years 1960-1970. Also, there was disapp@ntrwith inefficiency inthe coupling of theory and
practice.Furthermore, not only did the stagnatiocuo in the countries with low levelof development
in the best case scenario, but alsothe size ofafiiegreased, as compared to rich countries. In
addition, the attempts to speed up the developpreess generated significant problems in the area
of social adaptation and management. It was alsestablished experimentally which of the theories
of economic development had produced better resultdentifying the determinants of economic
development or description of good practices. Saithe views even generatedcounterproductive
results proving the significance of other factdrart those generated theoretically. Consequenty, th
choice constituted immense difficulty for both agaxics and practitioners.

In order to solve the problems, various scientlstgan to identify shortcomings in the existing
theories of development. Critical remarks came feonpirical observations, and they constituted pure
speculations on the structure of theoretical cowsir Although the usefulness of criticism was
undeniable, it was even more difficult to decidesthof the existing theoretical constructs should be
supported. Those evaluations included a significaental defect: they did not provide a formal
process of efficient choice between the competimgiies. Decision-makers are placed in a difficult
situation as they have tochoose fromextremelyetipicatulates of individualism and collectivism to
generate an efficient path for organisational dgwelent. These two stanceshave been currently
extended by introducing additional factors - refatsizes of private and public sectors. Hence, it

4 Also, called the World Bank
%.g. fundamental postulate of ethics emphasisésdtinae of the theories sanction capitalist indigitam as a prerequisite for development.
Other opposing theories emphasise the importanseailist collectivism.



seems reasonable to say about the non-existeribe ofiterion defining the frameworks within which
the theories of development should be considered, then accepted or rejected. Therefore, the
selection of the criteria on the basis of which thedel will be built is essential. The evaluatidn o
strengths and weaknesses, as well as correctnétss thfeories: requires considerable mental efforts,
clarity of understanding, and their methodologiaatl epistemological basis, in the context of the
philosophical search for truth

- Clear specification of the content and objeatesiearch in the development economics,
- Direct identification of methods and analysigtgoretical constructs suitable for the examinedar
- Specification of the process of verification ofentific truth contained in the theory of develogmh

On the basis of the cognitive activities mentionieds possible to determine the applicability bét
evaluation criterion of the scientific theory ofveéopment economics. However, it is not an easy
process because no consensus has been founddemacs because, so far, the mentioned criterion
has been attempted to be established through ptetuénd criticisms of the existing theoretical
structure& However, the lack of agreement has not prevettie@cquisition of the criterion from the
available research papers on various theoriesualdgment.

Alternatively, on the basis of the discussion im tiield of methodological and epistemological
problems of traditional economic theory, the appiip evaluation tool can be obtained for
developing economies. In this case, the difficudtyposed by the general lack of well-developed
intellectual relationship between philosophy andhadology of economids

The debate mentioned in the methodology and epidtgyn of economics resembles philosophical
positivism and instrumentalism restrictions. Thetipipants of the mainstream, e.g. T. Hutchi$pF.
Machlup®, M. Friedmar?, P. Samuelsdi and M. Blaug’, focused only on the assumptions of
neoclassical economics. However, a deeper andhdisates the existence of a general hypothesis
referring to theabove assumptibhshat the capitalistic system represents the utérmeconomic
model. This idea, belonging to the realm of alleges, has led in discussions, to discover the
historical and social importance of theorizing abeaonomic phenomena. However, a historical
context of this discourse does not totally contigbio the growth of understanding of the nature of
thetransformation process in relation to the feualadl industrial societies and certain stages of
economic development. As such, it has not lefttasch research space for the assessment of the
methodology of economics development. However, eéhdgbates, although they have many
shortcomings, can inspire to ask questions abatstientific status of many theories of economic
phenomena. These doubts in the field of methodcddgproblems of economic knowledge are
particularly important in the theories of econondevelopment. They prove thatthe structural

6At the same time, the method of definition of thesens is irrelevant

7Adequatio intellectus et rei

81t is reflected, inter alia, in the works of K. ieer [K. Popper, The Logic of scientific discoveldgew York, Harper Torch Book, 1965], T.
Kuhn [T. Kuhn, The Structure of Scientific Revotuti Chicago University Press, 1970] and |. Lak#itosakatos, Mathematics, Science
and Epistemology, Philosophical Papers, Vol. |, 6adye University Press, 1987], who studied in tli¢i@ views of conventionalists,
positivists, and other methodological approaches

“As indicated byO. Morgenstern [O. Morgenstern, Matlatical Theory of Expanding and Contracting EcoieenLexington Books,
Massatchusets, 1976, p. 5]

10r HutchisonKnowledge and Ignorance in Economiciiversity of Chicago Press, 1979

11F. Machlup,Methodology of Economics and Other Social Scignéew York, Academic Press, 1978

12M. FriedmannEssays in Positive Economi€shicago, University of Chicago Press, 1953

13P. SamuelsorQperationalism in Economic Theoi@uarterly Journall of Economics 69, 1955, p. 310-14

v, Blaug, The Metodhology of Economjdsew York, Cambridge University Press, 1980
!5 positivism and instrumentalism



transformation of societies affects all aspects hoinan life and that the change from one
developmental stage to another affects the matamiipsychological well-being of all the members of
the society.On the basis of current scientific @zbiments of the author, it seems to be reasonable t
emphasise the primacy of the Austrian school inréhevant area, which was confirmed by the results
of empirical studies.

Austrian School — the birth of praxiology

The beginning of Austrian School of economics soagted with the publication of C. Menger's book
entitled ‘Grundsétze der Volkswirtschaftsledféh 1871. In this book, the author proves the eimor
the perception of the economy as a static, pelfeictg, remaining in a balanced state and possible t
be described in the form of mathematical equatibnseturn, he proposes that the economy should be
based on realistic subjectivity, never reachingdfage ofequilibrium. However, it constantly aints a
reaching that state. Instead of typibalmo economictiseoretical primacy of that period, the author
promotes an individual as an entrepreneurmakingak®s and undertaking riskswhile pursuing
objectives. The mentioned work presented the resulbbservations of changes in prices on the
Vienna stock exchange and own research in the fiélgolitical economy. The actual situation,
emerging from research proposals, was far fromear#tical framework outlined by A. Smith or D.
Ricardo. The approach proposed by C. Menger isbasehe assumption that any actionsare taken by
individuals, pursuing their own activitiesmarked $ybjectivity in the area of economic activity. The
author challenges the appropriateness of adopfiarhomogeneous pattern of imaginary bethgte
further argues that economic decisions concernptieeise amount of specific objects rather than
homogeneous goods of the producers or other aggeegaased,under certain conditions, on the
subjective knowledge of the person making a degjsk@companied by uncertainties and limitations
of knowledge. As a result, making simplificatihaimed at universalisation distorts the picture of
reality, because every situation involving the exirire of human energy is unidtieTherefore, it
seems to be reasonable to say that the subjecperdpective should be adopted during the
formulation of economic claims. The basicidea @it tpproach is to assume that an individual makes
an effort to reach a subjectively defined targepaifticular significance to entrepreneurs. Thisghei

is determined by feelings and the premises subpgtiexisting at the time of thedecision-making
process. Still, it is dynamic and may be subjeatitange depending on the change in circumstdhces
Then, the means are arranged’hey are perceived as useful in the efficient agement process,
which areconsidered, depending on the subjectidgment,to be usable in the area of pursued goals.
Therefore, the value of the aim is determined leyusability of a me&h

This relationship led C. Menger to construct theaapt of economic goods at adifferent level. The
first level goods are consumer gotidsis they directly meet the people’s needs. Howaver too
many resources are suitable for immediate consomphllost of them must first be transformed by
human action, passing many intermediate stagesth@nproduction process is not of a zero— one and

%6 Principles of economics

7 Also, social classes

BAlso, creation of models

% More broadly presented by A. Janowski, The orgational effectiveness in the context of relatiopsimiarketing, Wydawnictwo
Politechniki Lwowskiej, Lwow 2012

2 As it is not possible to implement all the objees at the same time, people make their subjeptiegtisation in compliance with the
value assigned to them,as a result, the decis@m®e made in the context of legitimacy and secpief individual actions taken

2L Referred to as necessary to achieve the pre-a&t go

2 However, it very rarely happens that just one afen needs to be performed to achieve an objecTiverefore, people create a multi-
step plan of action and are ready to take dirgntiportional effort to evaluate the objective p@duThe value to be ultimately assigned
tothe goals determines the subjective value oiddal stages of action leading to it.

2 Ultimate purpose of action



immediate character, where produced goods are dfiatedy converted into consumptive gottst

is a multi-step process, whose duration is detezthiny the degree of complexity and multiplicity of
steps. As the entrepreneur assesses measures inofiext of their usefulness in achieving
objectives,the mentioned evaluation is determingdbbundary conditions. Thus, depending on
available resources, the valuation of a given nmreasill be implemented on condition of usefulness
of anothermeasure. The author further claimed thdahe evolutionary process,involving innumerable
peopléZin the course of history, some emerging patterrsebfiviourfacilitate effective functioning in
a given society. They appear on the basis of rgiic of best patterns— i.e. those which, in amive
society, allow for the most efficient achievemehtertain objectivesS. These patterns are shaped in a
long-term, spontaneous and non-conscious processriication of competitive behaviour by trial
and error. Owing to this process, the patterns dnatgradually captured and disseminatedare those
which coordinate mismatches in the society to ijbést extent.

Also, L. Von Mises believed that no one can makeenafective decisions than the people influenced
by them. Moreover, the people who are most intecest taking decisions are always those who will
feel the direct effects of %t Therefore, every human need, any evaluative jedgsnand all the
knowledge accumulated by an individual have theirse in the creative abilities of hum&haVhen

the sphere of human action is under threat of miuEe, the ability of individuals to generate
information, owing to which they operateandthe natrhes in the societyare eliminated, is prevented.
Consequently, the entrepreneurs lack incentivesy Tdease to strive for finding mismatches in the
economy, thus lacking the force that would pultatvards the state of balance. In his views on
entrepreneurial activities, L. von Mises definedeav field of knowledge: praxeology, detailed in his
opus magnum ‘Human Action: A Treatise on Econonpeslished in 1949, where he emphasises that
humans differ from animals in that they have reamaa free will. This means that, while the animals
throught theirbehaviourcannot make a ch@ficeumans, through theiractinons, always take sayere
decisions —as at any moment they can oppose tl#ura) which leads them to pursue different
objectives. The basis of all human actions is pEspthoice between different forms of activity or
passivity —a humaracts. Therefore, the claim that, in each actittg, theme of entrepreneurship and
speculatioﬁ2 is included and that the decisions, burdened nis#ts and connected with the selection
of aims and the most effective methods of theiri@@ment® in the uncertain futuféare taken,
seems to be legitimate.Therefore, in order to the®ptimal decision in givencircumstances, it is
necessary to gather adequate knowledge. Howeweg #ie objective common knowledgeexists only
in false economic theories, every person must patBoget their desired details. Some of them can b
found in the information created by someone’Iske other ones must be discovered persofiatin

the basis of observations of the environment anagiate actions taken, or found in an unconscious

24According to the assumptions of typical school@dreomics

% Each is characterised by subjective knowledgeegapce and competencies

% Behaviours demonstrated by the most creative iddats in a given time

2 For the supporters of objective classical schibel,case, however, was not so obvious. As L. Voseblivrote: ‘The illusion that rational
organisation of economic management is possittleersocial system based on public ownership ofrteans of production has its roots in
the theory of the values of classical economigtssiBtence of this illusion stems from the fact thany modern economists could not
consistently rethink the fundamental theory of eatbiyist theory and draw definitive conclusionsnird. (...) In fact, it is these errors that
led socialist ideas to flourish’.[L. von Mises, HamAction. A Treatise on Economics, Mises InstitWtarszawa 2007]

Bt constantly motivates them to act to improve ttifaie

2 The foundation of the main activities of state gowments is based on it

s determined by instinct, though it is often vegmplex and difficult to understand by the observer

Slonly him or her

*AWhen taking actions, individuals pursue certaireotiyes for certain purposes, consistent with thefijective scale of values. The
attainment of these objectives is conditioned leytime required to implement the measures they dggropriate

33 Entrepreneurial element

34 Element of speculation

3 Imitation

% For example, mismatches on the market



way®’. This knowledge enables individuals to create @woetunity to make a proffiappearing in their
environment. As a consequence of this reasoning,thecommort pbiview is criticized in thatthe
profit is formed by taking rewarded risks. They stitnte only an additional cost ofthe actions
ofentrepreneurs.They do not affectthe amount ofegead proff® in any way. Therefore,
entrepreneurship allows people to constantly discaowew information about potential targets and
measures, and owing to their use in a creativeipgtit provides a self-contained and independsnt
anyone's will the company’s objectiveto reach begda\s a result, human activity is dependent on the
selectioft* of the most effective means to be achiétethe above measures are, by definition,*fare
Therefore, the decision-makers will carry out thestrimportant objectives in the first place, antyon
later those that occupy next positions on theitesoé preferencéd. This activity is located in time,
and also constitutes a rare good. Consequenthgdple havean option to choose the $ameod now

or in the future, they will always choose a presgoud®. Moreover, a peopleplantheiractions, taking
into account their own predictions, which they teean the basis of theoretical knowledge. However,
to use it, they have to refer their knowledge tec#ic present events, on the basis of previous
experience, in which a given entity was involved. tBis basis, the evaluation of possible scenarios
events takes place, so every a'priori human becamestrepreneur in a broad séfiselowever, in
contrast to economists, the entrepreneurs maket®ffo construct their forecasts at the highest
possible level of detail. The former ones have asidfor creating such predictidfis

Phraseology and efficiency in the life insurance copanies

Insurance mediation means the mediator’'s paid gesvior the performance of actual or legal actions
or implementation ofinsurance contracts. Insuraneéiation can be conducted by agentsexclusively,
or insurance brokers. Aninsurance mediator real@esction on behalf of theinsurance company,

3" For example, such knowledge is used, e.g. isitbations when people take decisions impulsivaly then, asked about the reasons,
reply that they have no idea - they just knew whay should do so. Psychology explains such sidnatby assuming that humans
accumulate a large amount of information througtbeir life. However, they are able to consciouslglise and then examine only a few of
them. The rest of knowledge is processed in a sigmious mind, which works much better, suggestiegrésult of analysis to the
conscious part of the mind.

3 Subjectively perceived benefits

39 Becoming aware that it exists, and then takin@astto take advantage of it, ‘Only a human minbiolv controls the operation and
production, has the ability to create [L. Von MisB&anowany Chaos, transtated by L.S. Kolek, lustg¢onserwatywno-Liberalny and Fijor
Publishing, 2005]

“0 Profit is not also made by taking maximizing demis on buying and selling - Entrepreneurship dutsconsist in a simple management
of factors of production: “You do not need a diplbof completion of higher school of managemenutzeed in business. These schools
prepare graduates to occupy subordinate positwamsh require routine skills. Certainly, they da educate entrepreneurs. Nobody can be
trained to be the entrepreneur. People becomepeeatreurs when they catch opportunity and fill dasat gap. There is a general theoretical
knowledge that can be learned through studies eaatipal knowledge of entrepreneurship, which ispsd by experience. One can be a
great economic theorist, and, at the same timeeh&idpreneur. Gaining general knowledge givesractigal knowledge. These are two
disjoint fields of knowledge acquired through diéfet methods.

“ Through trials and errors

“2 These people make choices according to their patsoale of values. As a result, the action igtetio transform the state which people
perceive as less satisfactory to the one that mag them the expected higher level of satisfaction

3 Otherwise, they would not constitute the subjéganning

4 According to the law of diminishing marginal ujli

“In terms of the analysed features

“Time preference law. According to W.S. Jevons aniiénger, people usually preferesento future goods. This is caused by the
principle of conservation of energy - consumingasier than saving. Therefore, the efforts condestth will and body are always needed
to postpone the use of funds already availableytddeople living ‘in the present time’and consumiheir stocks, have a high time
preference, and those saving or investing - love toreference [J. Huerta de Sddakotfa austriacka — tad rynkowy, wolna wymiana i
przedsgbiorczaoié, Fijorr publishing, Warszawa 2010]

47 Operates under conditions of uncertainty whilingyto assess the future course of events anditothk activity most effectively.
Relevant theoretical knowledge and experience hiterspecific actions and minimize uncertainty. fEfiere, it seems to be reasonable to
say about the absence of uniform predispositiottiserdecisions regarding own future actions.

8 As there are logical-deductive laws in economécenomists cannot make quantitative, geographiwhtiene predictions - only
qualitative predictions can be made. Expecting femonomic theorists that they will make preciselfmtéons about certain events results
from the misunderstanding of economic reality drerature of social sciences - when economistsecsegh a forecast, they do not act as
representatives of their area of expertise, benéiepreneurs trying to guess the future courseenits. Therefore, it is improper to claim
that they are universal and logical implicationgeftain events, arising from the nature of hunw@ioa in market conditions. The above
mentioned conditions should rather be seen as yadigenents regarding the strength of influenceasfaus factors, issued on the basis of
personal knowledge and experience.



named ‘agency’s actioffs or a client - oriented activity, called ‘brokeractiong”. Thus, insurance
companies must sell their products through theofdlig channels of distribution: direct sales
agency salé$ and brokeragé. Althoughthe direct sale conducted by the emplsyekinsurance
companies is characterised by a considerable dativei volume,it does not reflect the efficiency of
sales - the actions of mediation is also performgd bank employees, travel agents or even the
postmen [TABLE 1].

Tab. 1 The service distribution channels of insoeatompanies in 2007-2014 [in%)]

Specification| 2007 2008 2009 2010 2011 2012 2p13
Direct sale 27.3| 229 324 36.8 346 288 40.2
Agent sale 66.3] 724 625 526 559 63.0 56.8
Brokers sale| 2.4 1.6 1.8 1.7 1.9 1.6 1.8
Other 3.9 3.0 3.3 8.9 7.7 6.6 1.1

Source: Committees of Financial Supervision [www.gov.pl]

In the context of the content of the above summirgeems to be right tosay that the activities of
insurance agents are of particular importance ® prformance of life insurance compariies
because the quality of relationships with the dBeof insurance agents has a major influence on
purchase decisions. Also, R. Norman, when writibgua the importance of service staffpoints to the
fact that service activityis not marked by the astee use of capital or intensive use of staff. Of
crucial importance is the involvement of the empley providing servicds which oftenhave %4
purely emotional charactér The authors emphasise that client orientatiogspthe most important
role in insurance organisations, and the contaft stsponsible for services is made up ofa cooegr

of employees in the organisation. It is reflected the claimthat the contact staff create
organisational top hierarchyowing to interactionthwlients. It was the topic of research projects.

Research methodology

The research was conducted on the territory ofrfelodand Lithuania in the years 2005-2007 and 2011-
2012, during the scientific project at the Higheh&ol of Management in Konin. The research sample
consisted of 476 insurance agents, 232 life inm@eaales managers, and 796 clients of four biggest
(referring to market shares) Polish insurance canigga The aim of the above research was to identify

“Including: logging the clients, preparations for the conclusion of insurance contracts, as well as participation in the management

and implementation of insurance contracts, also in the scope of damage, organisation and supervision of agency actions

*Such as: taking actions to conclude insurance contracts, preparations for the conclusion of insurance contracts, as well as
participation in the management and implementation of insurance contracts, also in the scope of damages

*'Provided by ‘full-time workers’

52 By insurance agents

53 By insurance brokers

54 Except the people working for insurance companies

*Because the quality of relationships with the ¢eaf the insurance agents has a major influenqeuerhase decisions. This contact, often
referred to in the reference materials as a 'momietntith’ [J. Carlzon, Moments of Truth, CambridBeallinger Books, 1987], will
determine the value of the provider - recipienatiehship [In the case of services, especiallyated high-contact services, the clients
mainly remember the role played by the first consaaff]

% R. NormanService Management, Strategy and leadership in@ebusinessJohn Wiley and Sons, 1984

5 Reference to insurance services

%8 Here, the emotional nature of service relationghgmphasised. The contact staff often requirestiomal involvement (‘emotional
labour'). This term applies to the employees whiress socially desirable emotions during the promisf service s [Ch. Lovelock,
Services Marketing, The European Perspectineancial Times, Prentice Hall, 1999, p. 546]isTépproach shows a clear difference
between the staff of manufacturing companies aedtéff of service companies. In the latter cdsestaff's task is to shape a number of
benefits achieved by the client, on the basis latinship and mutual commitment. While the taskhef worker employed in the
manufacturing companies is to focus on the prodogtirocess and take care of the execution of théugt in accordance with the standard.
As K. Irons writes, the role of the manager of s@ncompany can be compared to the role of a fdidtsm manager: as long as the game
does not start, the manager is capable of takingamtions, e.g. by changing players, trainingsstémit when the match starts, most of the
events are beyond the manager’s control [K. Irdihg, World of Superservice. Creating profit throwigpassion for customer servjce
Addison-Wesley, 1997]

% K. Rogozhski, Nowy marketing ustugyd. Akademii Ekonomicznej, Pozing2000

50 Along with resources and operating system



the most important factors determining purchasiegisions to buy life insurance policies (Delphi
method, questionnaires). All the above participavegse asked the same questionsto increase research
reliability. The main factors of life insurance eslefficiency were evaluated and ranked. In thig, wa

it was possible to get reliable answers to the sguestions.

Research results

The factors determining the purchase of life insurace combined with fund —from the client’s
perspective

The factors influencing the purchase of life insiw& combined with fund were discussed by agents,
managers and clients of insurance companies. Eleagin factors were distinguished:

1. The amount of insurance premium,

2. Other insurance companies’ offer,

3. Brand of insurance institution,

4. Participation in the market,

5. The number of additional options in the product,
6. The existence of a branch of an insurance ittt in the client's place of residence,
7. Persuasive skill,

8. Multimedia presentation for the client,

9. Simulations of the increase in the value ofgbkcy,
10. Agent’s personal qualities,

11. Agent’s general knowledge.

The respondentsgave their answers by assigninguimbers from 1 to 5 to a given factor, where 1
wasan invalid factor, and 5 was a very importactda In this study, the points 7, 10 and 11lwere
specifiedas characteristic determinants of L. Voised's theory for the purpose of the analysis, and
they were correlated with the answers of the dieiftife insurance companies.

Ad. 7. Persuasive skill

Statistical tests indicate that there is a sigaific dependency between the assessment of
apersuasiveskill, acting as a determinant factdhénpurchase of life insurance combinedwith fundin
the clients’ opinion, and the insurance companycabsepersuasive skill is indicated as a very
important determinant in purchasing life insurabgenhalf of AVIVA, Amplico and ING clients, who
evaluated this skill with 5.Among the PZU clientisis assessment is also dominant. However, less
than 50% of the respondents evaluated it with 8, #ncompared to other companies, it was often
evaluated with 3. [TABLE 2, 23]

TAB. 2. Persuasive skill-investigation of the ridaship (client rating).

Insurance company The client ‘buys’ the agent whods convinced him/her Amount




1 2 3 4 5
AVIVA 0 0 28 100 183 311
0.00% 0.00% 9.00% 32.15% 58.84% [100%
Amplico 0 0 6 18 38 62
0.00% 0.00% 9.68% 29.03% 61.29% [|100%
ING 0 0 3 60 81 144
0.00% 0.00% 2.08% 41.67% 56.25% [100%
P7U 4 6 69 74 126 279
1.43% 2.15% 24.73% 26.52% 45.16% 100%
Amount 1.43% 2.15% 24.73%  [26.52%  [45.16%  |100%
Source: own research
TAB. 2a Statistics for the data in Table 2
b(z level p
X? Pearson 7.6253 0.0000
X2 NW 2.5785 0.0000
Contingency ratio .2981

Source: own research

The average values of ratings assigned topersyaaatimg as a decisive factor in purchasing life
insurance,vary significantly in the opinion of cuskers.

The highest average score was attributed to thitsifdy ING clients - 4.54, not significantly lowey
Amplico clients - and by AVIVA clients - 4.52 - A5and significantly lower by PZU clients - 4.12
[TABLE 2b, 2c]

TAB. 2b Persuasive skill - analysis of variancéefd rating).

IThe Client "buys" the agent who has convinced him/ar
Insurance company From -

average Q25 Median Q75 N

standard

AVIVA 4.5C 0.66 4 5 5 311
IAmplico 4.52 0.67 4 5 5 62
ING 4.54 0.54 4 5 5 144
PZU 4.12 0.95 3 4 279
IAmount 4.37 0.78 5 796
Levene test 0.0000
\Variance analysis 0.0000
Source: own research
TAB. 2.c Persuasive skill - NIR test (client ratjng
IAgent IAVIVA ING ZU
NIR test 4.50 T r4.54 T 4.12




AVIVA 4.50 0.87 0.57 0.00
IAmplico 4.52 0.87 0.82 0.00
ING 4.54 0.57 0.82 0.00
PZU 4.12 0.00 0.00 0.00

Source: own research

The situation described above is reflected in #search results of the next element determining the
effectiveness of sales of insurance agents.

AD. 10. Agent’s personal qualities

Similarly, as in the case of persuasion skill, istishl tests indicate that there is a significant
dependency between the assessment of the agens@npk qualities,acting as a decisive factor in
purchasing a life insurancecombined with fund ia dpinion of our clients, and insurance company
[TABLE 3, 3a].

TAB. 3. Agent’s personal qualities —investigatiddependency (client rating).

IAgent’s personal qualities
Insurance company Amount
1 2 3 4 5
IAVIVA 0 12 32 111 156 311
0.00% 3.86% 10.29% 35.69% 50.16% [100%
IAmplico 0 0 2 20 40 62
0.00% 0.00% 3.23% 32.26% 64.52% [|100%
ING 0 0 6 72 66 144
0.00% 0.00% 4.17% 50.00% 45.83% [100%
PZU 0 10 41 122 10€ 27¢
0.00% 3.58% 14.70% 43.73% 37.99% |100%
IAmount 0 22 81 325 368 796
0.00% 2.76% 10.18% 40.83% 46.23% 100%
Source: own research
TAB. 3a. Statistics for the data from table 3
2 level p
X2 Pearson 7.6687 0.0000
X2 NW 4.7398 0.0000
Contingency ratio .2126

Source: own research

The average values of ratings assigned tothe agpatsonal qualities, acting as a factor deterrginin
the purchase of life insurance, differ significgntl statistical terms in the clients’ opinion. Thighest
average score was given by Amplico clients - 4gbdnificantly higher than in the case of evaluation
conducted by ING clients - 4.42, also statistichilyher than in the case of AVIVA - and PZU clients
4.32 - 4.16 [TABLE 3b 3c]

TAB. 3b. Agent's personal qualities - variance gsial (client rating).

[nsurance company | Agent's personal qualities




average  [rom Q25 Median  |Q75 N
standard

IAVIVA 4.32 0.81 4 5 5 311
IAmplico 4.61 0.55 4 5 5 62
ING 4.42 0.57 4 4 5 144
PZU 4.16 0.80 4 4 5 279
IAmount 4.31 0.76 4 4 5 796
Levene tes 0.000¢
\Variance analysis 0.0000
Source: own research
TAB. 3c Agent’spersonal qualities - NIR test (clieating).
IAgent’s qualities AVIVA Amplico ING PZU
NIR test 4.32 4.61 4.42 4.16
AVIVA 4.32 0.01 0.21 0.01
Amplico 4.61 0.01 0.09 0.00
ING 4.42 0.21 0.09 0.00
PZzU 4.16 0.01 0.00 0.00

Source: own research

Also, in the area of general knowledge requirecaiofinsurance agent, the Clientsemphasised the
importance of knowledge in their decision-makinggass to purchase a life insurancecombined with
fund.

AD. 11. Agent’s general knowledge

In this case, statistical tests indicate that them significant dependency between the assessvhient
the agent's general knowledge, acting as a detamhifactor in the purchase of life insurance
combined with fund in the clients’ opinion, and tlmsurance company.The agent's general
knowledge was most frequently rated at4by the arste company’s clients. However, Amplico and
ING awarded this ratingmore often than PZU produayers, who, in turn, more frequently than

theclients of other companies,rated the knowleddevbaverage [TABLE 4, 4a].

TAB. 4 Agent'sgeneral knowledge—dependency surebgnt rating).

IAgent’s general knowledg

Insurance company Amount
1 2 3 4 5

IAVIVA 4 12 50 145 100 311
1.29% 3.86% 16.08% 46.62% 32.15% |100%

IAmplico 0 4 6 34 18 62
0.00% 6.45% 9.68% 54.84% 29.03% |100%

ING 3 3 30 60 48 144
2.08% 2.08% 20.83% 41.67% 33.33% |100%

PzU 8 34 75 84 78 279
2.87% 12.19% 26.88% 30.11% 27.96% |100%

IAmount 15 53 161 322 244 79€
1.88% 6.66% 20.23% 40.58% 30.65% 100%

Source: own research




TAB. 4a Statistics for the data from table 4

b(z level p
X2 NW 2.7745 0.0000
Contingency ratio .2458

Source: own research

The average values of ratings ofthe agent’s gereralvledge, acting as a factor determining the
purchase of life insurance,vary significantly imtitical terms in the clients’ opinion. The highes

average rating was assigned to this factor by Agoplilients - 4.06, not significantly lower by

AVIVAclients - 4.05 and ING clients - 4.02. Thesesults are significantly and statistically higher
than the average evaluation of PZU clients - 348 {c].

TAB.4bAgent’'s general knowledge—variance analysligift rating).

IAgent’s general knowledge

Insurance company Average  |From Q25 Median Q75 n
standard

AVIVA 4.05 0.87 4 4 5 311
IAmplico 4.06 0.81 4 5 62
ING 4.02 0.90 35 4 5 144
PZU 3.68 1.09 4 5 279
IAmount B.91 0.97 4 5 796
Levene tes 0.0000
\Variance analysis 0.0000

Source: own research

TAB. 4c Agent’s general knowledge — NIR test (clieating).

IAgent’s knowledge AVIVA Amplico ING PZU
NIR test 4.05 4.06 4.02 3.68
AVIVA 4.05 0.88 0.80 0.00
IAmplico 4.06 0.88 0.76 0.00
ING 4.02 0.80 0.76 0.00
PZU 3.68 0.00 0.00 0.00

Source: own research

In this research, agents as well as managers aedts;l indicated persuasion skills as a basic
determinantfor purchasing life insurancecombinethviindand theagent's personal qualities as a
second determinant. Agent's general knowledge wasidered to be less important (average ratings
ranged from 3 to 4).

Life insurance sector in Poland - opportunities andhreats of development in the context of L.
Von Mises theory

L. von Misies, in his work entitled ‘Human Actionhdicates that the most important performance
factor in the organisations whose business is baselduman activity is action.Furthermore, all his



theoretical and epistemological assumptions aredas this key concept, which is defined by the
author as a string of intentional actions - as attaristics based on the following assumpfibns

- objectives and measureme the two basic elements of the theory of acterhuman acting
consciously uses given measures to achieve a givain

- causality category of means and ends presupposes theredsté the category of causafity

- rationality: of course, the action may appear to be ineffectmay not lead to the attainment of a
particular goal, due to the limited knowledge ot thcting person. However, action is always
rationaf®, and choice, in turn, is based on evaluative juslgrmade subjectively by the acting person.
Therefore, it cannot be considered as rationalrational.

- ordinal scale of valueghe final objectives pursued by the acting permsay be material or spiritual,
but” their value and importance to the acting persenoaty subjective and assessed according to an
ordinal scale. It is impossible to measure or dateuthe value of subjective assessment.

- assignment of values to measuties:measures of actions are relevant to the valdemnaportance of
the acting person, but as they are only tools dise@chieving a particular purpose, their value is
secondary,

- psychologicalgains or losses: considering thetyraof means and devoting them to the
achievementof a given objective, the acting peraast refrain from other goal, which is less valeabl
in his opinion. If the person’s action is succekstuwill bring him a subjective and mental profit
which constitutes anon-measurable and a positiffereince between the value of the goal achieved
and the value of a dedicated goal. If the operat®munsuccessful, the acting person will bear
psychological losses,

- time:action always takes place in time, and its purpssdways embedded in the future since the
present time cannot be changed,

- uncertainty action also indicates the presence of changeinoertainty®.

Conclusions and recomendations

In the context of referenced theoretical assumptand the results of the conducted research, nisee
to be legitimate to claim that the theory of L. Vbtises should be introduced to the management
strategies of life insurance companies in the odntef increase of the level of sales
effectiveness.Insurance agentsare entrepreneaccordance with legal requiremeéifSherefore,the
ultimate efficiency of the insurance comp&igpends on their activities, considered as a linth®
largest distribution chain of life insurancecomigineith fund products. However, the risks associated
with a strict commission system of remuneratioma@énts, which makes the mentioned way of selling
relatively expensive and vulnerable to the riskefative returr’s, should be stressed.

Moreover, it seems to be very important to menthat insurance agent, as an entrepreneur will mind
his own business and profit. Therefore the mostatiffe products for insurance company are not
necessarily the financially attractive for interraeg. As a consequence clients follow the suggastio
of insurance agents and buy the highest commig®ioducts. Theveracity of mentioned sentence is
widely observed in the large number of misselliny kuits in Poland.

®4.. von Misesludzkie dziatanielnstytut Misesa, Warszawa, 2005.

%2 Hence the assumption that means are causes,@gdals are consequences

3t is suited to its ultimate goal and knowledgsgessed by the acting person

54 Regardless of precise nature

% Can be assigned only by taking into account theevaf a goal

56 |f the future is certain, no action cannot chaitgso there is no need for action

5 Insurance Mediation Act [Journal of Laws No. 1itdm. 1154]

%B. Balewski, A. Janowski, The agent's personalssus effectiveness of life insurance comparigsgomiunuitaacormc-XXI, pp. 84-87,
LVOV, Ukraine

8%A. Janowski, B. BalewskiThe effectiveness of insurance companies as aatiegwof the existence of dysfunction in the cosionsbased
system of remuneration of agents,@rganizacje w gospodarce innowacyjnej - aspektjesgoe, prawne, psychologiczne, wyd. AGH
Krakéw, 2008, pp. 31-42



