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Factors Affecting Surrender Behaviors of China’s Life Insurance Industry:

Based on Structural Equation M odel
LEI Ming' XU Xiaoging' CHEN Xinge’
(1. School of Finance Nanjing University of Finance and Economics Nanjing 210023 China;
2. School of Business Shanghai Jian Qiao University Shanghai 201315 China)

Abstract: In recent years the surrender rate of China’s life insurance companies has risen rapidly while premium income
has grown slowly which has a great impact on normal operation of life insurance companies. Therefore life insurance compa—
nies need to reduce surrender expenses and improve the sustainability of policies. Four main factors affecting surrender behavior
are company reputation cost control capability product competitiveness and profitability. 355 sets of data from 2012 to 2016
for a total of 5 years are selected to build a structural equation model. The study has found that cost control capabilities and
profitability can reduce the insurer’s surrender behaviorto increase product competitiveness with product competitiveness having
the greatest impact. The reputation of life insurance companies has a weak negative correlation with the surrender behavior.
Based on empirical research results it can be seen that life insurance companies should reduce the surrender behavior of the
policy-holders and reduce the surrender rate. First of all the competitiveness of life insurance products the company’s cost
control ability and profitability should be improved. For large reputable life insurance companies their own surrender risks
should be paid attention to. The conclusions of the paper have certain reference significance for the management of life insur—
ance companies and the adjustment of actuarial basis of life insurance productsin China.

Key words: withdrawal behavior; influencing factors; structuring equation



