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The link between customer-salesperson relatioramgpcustomer-salesperson collusion: the
case of Taiwan'’s life insurance industry

Abstract
In Taiwan, it is very common for the insurance spéople to sell insurance products to friends tivela
and associates. However, permitting (or encouragsajespeople to sell insurance through personal
relationships may result in some ethical probleams] could cause damage to the interests of theeinsu
Previous studies have rarely focused on the linkéen customer-salesperson relationship (e.g. kresid
friendship) and insurance salespeople’s acceptahcastomer-salesperson collusion (e.g. some insara
salespeople may help relatives or friends withgxisting medical conditions to buy health insurgngéaus,
by using the life insurance salespeople in Tainvaaraexample, the present study investigates taetefof
customer-salesperson relationship on the salespe@uceptance of customer-salesperson collusiased
on the relevant literature, three types of custesaégsperson relationships are discussed in tly,sand
this will help us to see to what extent the salepfgwould rely on the types of personal relatiogpsho
form their ethical decision in the insurance frawe also focus on how the ethical decision is &@dy
the asymmetric information between the insuraneepamy and the customer. The main results showed tha
guanxi was important in forming the salespeopl#iscal decision-making.

Keywords: relationship, asymmetric information,ie#th decision, collusion, insurance fraud
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I ntroduction

Exposure to customer insurance frauds has beennshpwesearchers to be a widespread problem arel hav
wide-ranging negative consequences for the insergadicyholders and companies. Recent calls from
insurance researchers and regulators have alsorbaga for more attention to be paid to the problems
customer insurance frauds (Tennyson, 2008; Dio@ialiano and Picard, 2009; Lian and Schlesinger,
2012). However, although the previous work on am&oinsurance frauds has provided some meaningful
discussions (e.g., Brinkmann and Lentz, 2006)teadiure gap in the customer insurance fraud relsear
the lack of an investigation into the problem o$ttumer-salesperson collusions.

The problems of customer-salesperson collusionsildhaot be ignored in the insurance fraud research
because researchers have pointed out that sonmramesusalespeople may collude with customers iarord
to obtain unlawful benefits (Picard, 1996, 2000prkbver, it is common for the insurance salespetuple
sell insurance products to friends, relatives asgbaiates. Permitting (or encouraging) the salgdpeo

sell insurance through personal relationships nesylt in some ethical conflicts because some insera
salespeople may help the relatives or friends higih risk conditions to buy the insurance. Yethaitgh the
problems of customer-salesperson collusions dd exreality (Picard, 2000), previous studies osuirance
frauds have rarely focused on these issues. Wevieeli is necessary for the researchers and poaers to
further understand the role that customer-salesperslationships play in the problems of customer
insurance frauds. Therefore, the first purposehaf tesearch is to investigate the potential infaes of
“guanxi” (guanxi refers to the durable social coctiens and relationships a Chinese person uses to
exchange favors for a specific purpose) on the rarsze salespeople’s ethical decision-making in
customer-salesperson collusions.

On the other hand, researchers have mentionethtitats such as consequence evaluations, peensiat,
perceived harms on others and perceived probabditybeing caught may also influence ethical
decision-making by people (Valentine and Hollingthp2012). We believe these factors will also dftee
insurance salespeople’s acceptance of customespsaton collusions. Thus, the second purpose sf thi
paper is to examine the relationship between thasables and the insurance salespeople’s ethittiaices
toward the customer-salesperson collusions.

Finally, previous studies have shown that peom#iscal attitudes could explain a significant pamtiof the
variance in people’s ethical intention (Loe, Fdrr@hd Mansfield, 2000). Several recent studies also
confirmed that ethical attitudes have significampacts on ethical intentions (Carrington, Nevilleda
Whitwell, 2014). Hence, the current study also aéses the relationship between ethical attitudestlas
insurance salespeople’s ethical intentions to emgathe customer-salesperson collusions.

In summary, this study focuses on the insurancespabple’s ethical intentions to engage in the
customer-salesperson collusions. We investigatethewntention can be affected by “guanxi typesd #me
salespeople’s ethical attitudes. We then discuss the attitudes are affected by the salespeopl&sg
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considerations, consequence evaluations, perceptiorpeers’ attitudes, perceived harms on other
policyholders and perceived probability of beingiglat. Very few studies have looked at the role udrnxi

in the prediction of salespeople’s intention to ayg) in the customer-salesperson collusions. Wé this
research may provide some implications to reseechegulators and practitioners.

Hypotheses

Salespeople’s ethical attitude as a predictor ofe tlsalespeople’s intention to engage in the
customer-salesperson collusions

Ethical attitude refers to how a behavior is dafias ethical or unethical. Peace, Galletta and d@{2003)
conducted an empirical study and found that thpamdents may be more likely to use pirated software
when they had positive attitudes toward the illegaftware copying behavior. Other researchers also
showed that intention to conduct unethical behaweas correlated with ethical attitudes (Drovearfezak
and Beltramini, 2012). The rationale of the studiaggests that, in the problemsanistomer-salesperson
collusions, the insurance salespeople could be i@y to engage in the collusions when the saegpe
possess a positive attitude toward the miscondtiotsheck whether or not the salesperson’s ethit#ilide

can affect the salespeople’s intention to engadledrcollusions, a hypothesis is proposed.

H1. An insurance salesperson is more likely to gega the customer-salesperson collusion when
the insurance salesperson has a positive attitadetd the collusion

Guanxi types as a foundation of the customer-salsgm collusions

Guanxi refers to the durable social connectionsratdorks a Chinese person uses to exchange féorass
specific purpose (Gu, Hung and Tse, 2008). The mapoe of guanxi has been mentioned in the marnetin
and conflict management literature (Wong and Tjév@010; Singh and Koshy, 2011). However, ther® ha
been a lack of investigation into the link betweguanxi and salespeople’s acceptance of
customer-salesperson collusions. Guanxi may affded salespeople’s decision-making in the
customer-salesperson collusions because researagezsd that guanxi could provide foundations for
ethical decision-making (Ho and Redfern, 2010). d8a®n this view, we argued that the insurance
salespeople may be more likely to help the customgre collusion when the guanxi is strong. Redsans
also agreed that family guanxi is the most impdremd basic unit for Chinese people to exchange,lov
support and affection (Giskin and Walsh, 2001). &bwer, family guanxi is blood-based and protected b
social norms, and researchers have emphasizethgoetance of family and argued that family relasioip

is the most important of all kinds of guanxi (Jagoh979; Fan, 2002hus, there may be a relationship
between guanxi types and the insurance salespsauateeptance of customer-salesperson collusions. We
hypothesize that:



H2. An insurance salesperson is more likely to gega the customer-salesperson collusion when
the customer is a family member rather than a gean

The impacts of guanxi considerations on ethicaluates and intentions

Guanxi needs to be maintained through the prodespaying favors (Luo, Huang and Wang, 2012). &inc
guanxi cannot always be put to one side, Chinesplpare encouraged to give favors and repay fawors
each other (Hwang et al., 2009). In the insurandestry, this kind of giving and repaying activisyquite
common between insurance salespeople and custdméast, many of the insurance salespeople believe
is their responsibility to help the customers wiawvdnguanxi with them. In this research, this kifidwanxi
consideration refers to the extent to which thesadople believed the guanxi is important and soreéor
helping the customers. We argued that when thexgeansideration is severe, the salespeople wilhoee
likely to help the customers (who have the guanithihem) in the collusion. To test this argumemg
develop the following hypotheses:

H3-1. An insurance salesperson is more likely tovehaa positive attitude toward the
customer-salesperson collusion when the guanxiideretions are severe

H3-2. An insurance salesperson is more likely tpagie in the customer-salesperson collusion when
the guanxi considerations are severe

The influence of consequence evaluations on theanse salespeople's ethical attitudes

Consequence evaluations refer to the expected meoof behavior. It was believed that negative
consequence could increase people’s negativedstitnward the behavior (May and Pauli, 2002). Béarne
and Valentine (2004) also reported that consequeneduations were associated with the salespeople’s
ethical decision-making. All these findings suggedstthat consequence evaluations may have some
influence on the insurance salespeople’s acceptanceustomer-salesperson collusions. To test this
argument, we propose a hypothesis:

H4. An insurance salesperson is more likely to heawepositive attitude toward the
customer-salesperson collusion when the salespdisieves that the collusion is not harmful

Association between perception of peers’ attituales the insurance salespeople's ethical attitudes

Perception of peers’ attitudes refers to a persexygectation and belief of peers’ attitudes towarckrtain
action. Leitsch (2006) argued that perception @rgettitudes provides cues for people to knowtvkivads
of behaviors are acceptable in the community. Tihezeperception of peers’ attitudes could havepibwer
to guide people’s attitudes toward the behaviorvialohnson and Ohmer, 1998). It has also beeredgr



that when most of the others accept certain miseomndhe salespeople will be more likely to fornspioe
attitudes toward the misconduct (Mudrack and Ma2042). Based on this, a hypothesis can be proposed

H5. An insurance salesperson is more likely to havepositive attitude toward the
customer-salesperson collusion when the salespebgtisves other salespeople have the same
attitude

The relationship betweeperceived harm to other policyholders and the iasge salespeople's ethical
attitudes

Perception of harm to other policyholders can réfethe insurance salespeople’s perception of timeber

of honest policyholders that could be negativefe@éd by the customer-salesperson collusion.dtheen
argued by researchers that people are more likghp$sess a negative attitude toward an unethetebor

if too many innocent people are hurt by the behaf@hristensen, 2008). In reality, customer-salespe
collusions can be very harmful to other policyhofdbecause the frauds may raise the insurance yommemi
significantly. Yet, the impact of perceived harmdther policyholders has seldom been examineden th
insurance fraud literature. We posit that the iasoe salespeople’s perception of harm to other
policyholders may be another element that affetts salespeople’s ethical attitudes toward the
customer-salesperson collusion. Thus, a hypothepi®posed:

H6. An insurance salesperson is more likely to hawvepositive attitude toward the
customer-salesperson collusion when the salespdisbaves the harm to other policyholders is
small

Does perceived probability of being caught affeetinsurance salespeople's ethical attitudes?

Another factor that may influence salespeople’scathattitude toward the customer-salesperson siltuis

the perceived probability of being caught. Thereynie a negative relationship between perceived
probability of being caught and people’s attitudeward dishonest behaviors (Mazar, Amir and Ariely,
2008). We propose that the perceived probabilitha@hg caught could affect salespeople’s ethid#lde
toward customer-salesperson collusions as wellcelem hypothesis is proposed.

H7. An insurance salesperson is more likely to heawepositive attitude toward the
customer-salesperson collusion when the salespebstinves that there is no possibility of the
collusion being detected

M ethodology

Questionnaires with scenarios have often been aseth instrument in the sales ethics studies. $heoli
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anonymous questionnaires with scenarios could m®nthe anonymity and confidentiality of the
respondents when investigating sensitive issuesh(sis respondents’ acceptance of collusions). Using
guestionnaires with scenarios also helps to stdimarthe questions and wordings received by the
respondents. In addition, using questionnaires semarios allows for greater control over thealdas of
interest, and saves time by summarizing customniesgsarson collusive behaviors that may be diffitcalt
observe in reality. Thus, to gather the data alibetsalespeople’s acceptance of customer-salesperso
collusions, using questionnaires with scenariodccba appropriate.

Measurement

After reading the scenarios, the respondents watedato answer the structured questions. Excephéor
guanxi types, all questions used a Likert-type sgy@nt response scale, ranging from totally disagr
(value = 1) to totally agree (value = 7). The qisest were averaged for an overall score in theetation
and independent t tests. The internal consisterasyagtimated using Cronbach.'s

Sample

To invite the insurance salespeople to attendampirical survey, we contacted the sales manadettseo
selected insurance companies, and then arrangddrthal investigations. Five well-known life insuee
companies in Taiwan attended the research. Belfieréormal investigations, we obtained informed ems
from the research respondents. The cover lettdr thi# questionnaires also described the purposkeof
study, and we promised the respondents’ anonymity eonfidentiality. In summary, a total of 325
guestionnaires were issued by the researchers @Bdj2estionnaires were returned. Due to incomplete
responses on several questionnaires, 237 validigoeaires were used in the analyses. This gerterate
valid return rate of 72.92%.

The main results
To test the impacts of guanxi types on the salgdp&oacceptance of customer-salesperson collustbas
independent t tests were conducted to check whétlkeee is a significant difference between the rmeazin

the two groups.

Table 1: Means, standard deviations and indeperidests

Guanxi types

Version A Version B
(Family member) (Stranger) t P
1. Guanxi considerations 5.5471.363) 4.403 (1.711) 5.690 0.000**
2. Consequence evaluations 3.551.688) 3.483 (1.744) 0.303 0.762
3. Perception of peers’ 4.0171.707) 3.773 (1.879) 1.046 0.297
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attitudes

4. Perceived harm to other 3.331 (1.686) 3.202 (1.687) 0.588 0.557
policyholders
5. Perceived probability of 3.212 (1.803) 3.374 (1.648) 0.772 0.471
being caught
6. Ethical attitudes 3.712(2.006) 3.101 (1.618) 2.550 0.011*
7. Ethical intentions 4.208(2.009) 3.479 (2.021) 2.783 0.006**

1. *p<0.05; **p<0.01

2. Standard deviations are given in parentheses

The respondents’ average responses were presariabtle 1. As shown in the table, the mean valu¢hi®
guanxi considerations in questionnaire version A W&47 (standard deviation = 1.363). The respdsden
scored this item higher than the guanxi considenatin questionnaire version B (means = 4.403 dstah
deviation = 1.711). Table 1 also showed that tlspaadents’ intention to help the customer buy thalth
insurance has the mean value of 4.208 in questiennarsion A, while the mean value was 3.479 in
guestionnaire version B. T values and p valuedHerindependent t tests were shown in the tabigedls
The results of the independent t tests suggestatdtile mean values of guanxi considerations, dthica
attitudes and ethical intentions may be affectethkyguanxi types (p values = 0.000**, 0.011* an@D@**
respectively). In other words, the findings of théependent t tests supported Hypothesis 2.

Structural model analyses

The present study investigated the effects of #hespeople’s ethical attitudes on their intentmrerngage in
the customer-salesperson collusion. This study alsestigated the effects of guanxi considerations,
consequence evaluations, perception of peersuddt®, perceived harms on other policyholders and
perceived probability of being caught on the saepfe’s ethical attitudes. The path coefficientstiod
structural model were used to examine the hyposhese

The Partial Least Squares (PLS) results for versiamdicated that the salespeople’s ethical atetudiere
positively related to the salespeople’s ethicagntibns (coefficient = 0.748**). Thus, Hypothesiswhs
supported. The results further indicated that guanrsiderations predicted the salespeople’s imderb
engage in the customer-salesperson collusion {cueff = 0.229**). This shows that the salespeopl®
have higher guanxi considerations may also possghsr intentions to help the unhealthy customesuyp
health insurance. The perception of peers’ attduded perceived harms on other policyholders were
positively related to the salespeople’s positiveicall attitudes toward the customer-salespersolusioh
(coefficients = 0.263* and 0.404**), suggesting tthehen the respondents believed most of their peers
would accept the collusion and when the respondsaiisved the collusion would cause little harnotoer
policyholders, those respondents would also havsitipe attitudes toward the customer-salesperson
collusion. Hypotheses 1, 3-2, 5, and 6 were supgart the Partial Least Squares (PLS) analyses.



The PLS results for version B showed that ethittludes and guanxi considerations were the sicpuif
predictors of the respondents’ intention to engagehe customer-salesperson collusion (coefficient
0.683** and 0.224**). The positive relationship i¥een consequence evaluations and the salespeople’s
ethical attitudes toward the customer-salesperswiusion were also verified (coefficient = 0.282**)
Finally, the relationship between the perceptiorpeérs’ attitudes and the salespeople’s ethicali@gs
toward the customer-salesperson collusion was feoirfek significant (coefficient = 0.359**). In sunany,

the results of the PLS analyses supported Hypothkse-2, 4, and 5.

Conclusions

The present study takes a closer look at the infles of guanxi on the salespeople’s decision-maikirtige
customer-salesperson collusions. Results of thislystmay have some implications for researchers,
regulators and financial companies. For instanesgarchers and insurance practitioners shouldentitat
guanxi could be an important aspect for understandustomer insurance frauds, and it would be sacgs

for the insurance regulators and companies to igighkhe importance of sales ethics in the markgtin
process. In addition, encouraging insurance sabggpé¢o sell insurance through personal relatigmsimay
result in some ethical conflicts. Thus, the insaemompanies should be aware that overemphasizing
relational selling may also cause damage to tlegasts of the insurance companies.

The results also suggested that the salespeoptEptance of customer-salesperson collusion wasased
when the salespeople had strong concerns aboukiguagak evaluations of the negative consequentes o
the collusion, and weak perceived harm to otheicploblders. Based on these findings, we suggestliiea
insurance companies should often emphasize thetimegaonsequences of the customer-salesperson
collusion on the policyholders and society, and mmmicate with the salespeople about the companess’
tolerance policy on any form of collusion. Througthowing the zero tolerance policy on
customer-salesperson collusion, the insurance coiepactually set the tone for what is not accdptab

the relational selling process.

The results further showed that the salespeoples vmore likely to have positive attitudes toward
customer-salesperson collusions when they percehagdtheir peers also had the positive attitudestd
the misconducts. Based on this finding, we sugthedtthe insurance companies should focus on dewvigjo
an ethical climate in the organizations, and creat@nvironment to encourage the salespeople etigage
ethical selling. The ethical climate could be erdehby ethical leadership because it was pointédha
employees desire more assistance from the etlaeealelship in terms of being able to solve the athic
dilemmas they face in the workplace.
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