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Channel revenue comparisons: To understand potential willingness to pay for
the use of interaction points, we let respondents compare them on price.
Correcting for potential survey bias (ceteris paribus, respondents will always
want to pay less), we calculated a “net payer score,” which reflects the
percentage of people willing to pay more for channel usage in relation to those
willing to pay less.

A fairly large percentage of respondents are actually willing to pay more when
using personal interaction points — a finding that is already sometimes reflected
in insurer strategies where the customer pays less online (for a stripped-down
product). Just comparing tied agent and the insurer website, the numbers show
a net 28.2 percent of respondents are willing to pay more than the baseline to
interact via a tied agent, versus the insurer website where a net 2.4 percent of
respondents want to pay less than the baseline. How much more? For tied
agents, about 20 percent more than for website.

Taking into account the stickiness from Figure 5, and if we assume $100
premium per signing customer and an equal chance per channel of the
customer actually signing for coverage, we arrive at the following calculation
for a given number of consumers starting to search and later purchasing
insurance:

. ted agent: $100 [premium per customer] x 79.5% [stickiness] x 128.2%
[people willing to pay] x 120% [amount willing to pay] = $122 per customer

. direct insurer website: $100 [premium per customer] x 49.4% [stickiness] x
(100-2.4% [people willing to pay]) = $48.2 per customer

"This would suggest that insurers could expect about 2.5 times the revenue per
customer from the tied agent channel as from their website. If we add loyalty —
tied agent customers are 20% more likely not to switch providers over the next
five years — revenue is roughly 3 times higher per customer for the tied agent.

"This calculation does not taking into account actual signing rates (i.e., number
of consumers who started searching who did sign) and switching within one
interaction point across several competitors.

Internet World Stats: Usage and Population Statistics. http://www.
internetworldstats.com

Schaefer, Melissa and Laura VanTine. “Meeting the demands of the Smarter
Consumer.” IBM Institute for Business Value. January 2010. http://www-935.
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Ibid.
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