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Insurer-insured mutual (dis)trust:
Insurer exposed to information asymmetry (adverse selection and moral hazard)
Insured exposed to unequal bargaining power (insurer drafts the contract terms)

Potential opportunistic behavior:
Policyholders may exaggerate losses or submit fraudulent claims 
Insurers may delay, underpay, or unjustly deny valid claims 

Consequences: rise in legal disputes, escalation in transaction and settlement costs, and damage to
their reputational capital
Do the intermediaries play a role in mitigating or stimulating good faith or bad faith behavior?

What we know: role in enhancing informational and transactional efficiency, improving service
quality, contributing to overall market development; multichannel distribution leads to cost
efficiency

PROBLEM
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PURPOSE
to examine the effect of

different types of
intermediaries on the

incidence of legal
disputes and settlement
behavior in the non-life

insurance market in
North Macedonia
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THE REASONING
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Agency theory: it is difficult for insurers to verify the behavior of
brokers

Contingent commissions (-)
Service quality hypothesis (+)

Agency theory: monitoring cost to exclusive agents is lower
Less incentive to help their clients (environment with low
financial literacy)

Agency theory: Acting in the interests of the bank and no
mechanism to discipline insurers

the bank typically has little involvement once a claim arises;
bank staff are not insurance specialists
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DATA AND 
METHODOLOGY 

11 non-life insurers (Firm-level data); Period 2013-2022
Method: RE IV 2SLS with group mean centring
Bad faith measures: The share of the number of disputed claims (on court)
to total number of claims at the end of the year
Settlement behavior measure: The ratio of paid claims to technical
premium (different lines)
Intermediary intensity measure: The ratio of the share of contracts
generated via agents/bancassurance/brokers for the insurer to the share
of contracts generated via agents/bancassurance/brokers in the country
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RESULTS



Brokers → more court disputes but fewer unresolved claims (efficient closure)
brokers’ engagement from claim reporting to settlement curbs clients’ opportunistic
behaviors and reduces insurers’ auditing burdens, yielding a smoother claims experience

Agents → higher disputed & rejected claims (more contentious handling)
Brokers & Agents → higher settlement ratios (agents - MTPL; brokers - Accident and Casco)
(greater responsiveness).
Bancassurance → fewer disputes but more unresolved claims (slower processing) and more
conservative payout patterns (notably in accident insurance)

Bancassurance channels deliver lower distribution costs but must contend with potentially
less personalized service

CONCLUSION 
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