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Abstract

This study's purpose is to evaluate and investigate aspects of
the motivations and their impact on life insurance agent
performance in the current times. The study was conducted
in life insurance companies in Vietnam through online
questionnaires. The data collected from the study were
processed using PLS-SEM analysis software. The results of

the study suggested that the two examined factors, which are
reward and intrinsic motivation, have a significantly positive
effect on employee performance. In which, intrinsic
motivation has a stronger influence. The study also provides
a new approach to design a reward system and motivation
maintenance method for current insurance businesses.
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1. Introduction

In an increasingly competitive environment, an organization's success depends on the effectiveness of its sales force, the
development and maintenance of customer relationships. In some types of corporation, the cost for their sales force can be as
much as 40% to 75% of the marketing budget (Rouziés et al., 2017) 4 which is higher than that of the core service itself.
Enhancing the performance of salespeople is then probably the most important task that sales managers are facing in today's
business environment.

The insurance industry is emerging and becomes important in several developed well as developing countries, including
Vietnam. In particular, the role of sales person is becoming the link between a company and their potential customers. They are
who will bring revenue to the business. 94.4% of insurance companies ranked personal selling as the most important factor
(Yean and Yahya, 2013) B4, In insurance businesses, sale activitites are carried out through insurance agent channels.
Insurance agents are sales representatives of insurance companies under legal commitments (Desai, 2016) [6l. They may earn
commissions for the sale of the business's insurance products. The insurance agent is the representative image of the company.
In the past, many studies have suggested that commissions are the core driver to drive sales, which is in order to make
insurance agents to work harder. However, in the 21st century, customer expectations for product life insurance have changed
over time. They no longer buy life insurance products blindly but will compare between different provided policies. The
changing social business environment has changed the nature of insurance sales. Insurance products have become more
complex. Meanwhile, customers are becoming more knowledgeable and sophisticated in their purchasing decisions.
Additionally, an increasing competition makes customers have higher requirements and expectations about insurance agents
(Schultz and Good, 2000) B, Therefore, insurant companies that want to improve sales agent performance need to implement
motivational strategies to improve sales force performance (Wambua, 2004) 32,

Accordingly, there have been several studies on sales force performance as well as motivation in different fields. However, in
the life insurance field, these studies are limited and there is no consensus. This study aims to evaluate and investigate the
motivation and its impact on the performance of life insurance agents in the Vietnamese context, thereby providing a new
approach in designing the reward system and methods to maintain motivation for life insurance agents in today's insurance
businesses.
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2. Literature review

Employee’s Performance

In an organizational context, effective employee
performance is one of the most important targets for any
organization to achieve as it can indicate how their
employees perform to contribute to the organization's goals.
Employee’s performance can also define as the process in
which employees use their ability and skills to transfer raw
materials into products and services (Motowidlo and Schmit,
1999) 4. By that definition, employee’s performance is
characterized by a variety of elements including: quality and
quantity of outcomes, timeliness of outcomes, presence or
attendance on the job, efficiency of the completed task and
the level of effectiveness of performed task (Mathis and
Jackson, 2011) (231,

To measure employee’s performance, it is essential to
differentiate between the task performance and contextual
performance (Motowidlo and Schmit, 1999) 4. The first
aspect relates to in-role task as parts of the formal job
description, in contrast, the later one is about extra-role
behaviour and not included in the formal job description.
While the task performance is addressed as the requirements
for employees to accomplish by employers, the contextual
performance is described as the behaviour and activities
which indirectly support for company to achieve its goals
and objectives by enhancing the organisational culture,
working environment, then leading to the higher job
performance (Parker et al., 2006) [,

Life insurance agent performance refers to the success of an
agent in carrying out sales-related activities such as number
of contracts during a period or revenue during a period
(Baldauf and Cravens, 2002) B,

Rewards

Reward is one of the most important factors to motivate
employees to contribute their best efforts to generate
innovative ideas that lead to better business function and
further improvement of the company's financial and
nonfinancial performance. Noorazem et al. (2021) [6
mentioned that people do not automatically come to work,
keep working, or work hard constantly for an organization.
Salah (2016) 28 argues that rewards are often used as the
tool to improve employee’s performance from the starting
point. Nevertheless, the relevant studies note that rewards
are not just about money and can be categorized into
different groups (Malhotra et al., 2007) [*?1, Jordan (1986) [
refers rewards into three different categories: extrinsic,
intrinsic and social rewards. While extrinsic rewards relates
to tangible benefits such as pay, salaries, bonus, among
other benefits; intrinsic rewards refer to the psychological
rewards from the experience of work and social rewards
refer to the interaction with other people on the job as the
affirmation of identity (Rollinson, 2008, Salah, 2016) [23 261,

Some of other previous studies also further conclude that
extrinsic motivation (or rewards) increases the productivity
of employees at work (Srivastava and Barmola, 2012) B, In
addition, Robescu and lancu (2016) 221 comment that people
who impacted by rewards could be divided into two groups:

1. Employees who wants to maximize revenue.

2. Employees who care about social status.

This above classification is necessary to predict what kind of
motivators should be applied to improve the performance of
particular employees. For instance, employees in the first
group would be much more satisfied with monetary rewards
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rather than fringe benefits. Yet, it does not necessarily mean
that the first group would refuse to receive the non —
financial rewards or the second group is not motivated by
financial rewards as long as they are be distinguish from
others in the company as they prefer the benefits which can
able to show their status (Robescu and lancu, 2016) [?21,
Many studies have shown positive effects of reward
structure on performance measures. Sarin and Mahajan
(2001) 28 offered several implications about how reward
structure affects performance. Total rewards can be used to
manage and motivate people by thoroughly understanding
the relative implications of the reward proposition and
applying a well-designed total reward strategy effectively.
According to Armstrong and Stephens (2006) @, total
compensation is a combination of both financial and non-
financial rewards for employees. As defined by Manus and
Graham in (Armstrong and Stephens, 2006) 7, total rewards
include all types of rewards, from direct to indirect rewards,
from internal to external ones. Each aspect of rewards is
being linked together as an integrated and logical whole.
The bonus will positively affect the agent's performance
both financially and non-financially. Financially, an
employee achieves greater sales to earn the bonus awarded.
The key elements of sales bonuses are base salary,
commissions, bonuses and non-cash incentives. It is
therefore fair to typically have a combination of salary,
bonus and incentive (San et al., 2012) 271, In the field of life
insurance, research by (Anagol et al., 2017) ™ showed that
sales commission is one of the types of motivation that
affects the advice as well as the commitment of life
insurance agents to their customers. In addition, (Noor and
Mohamed, 2007) [61 with survey results of 445 life
insurance agents in Malaysia showed that organizational
commitment and intrinsic motivation positively influence
life insurance agents in orienting customers in their sales
activities. Noor and Mohamed (2007) 181 conducted a study
with 44 life insurance agents in Malaysia which stated that
income is one of the driving forces that influences positively
on the performance of insurance agents. Therefore, this
study hypothesized:

Hypothesis 1: Rewards have a positive effect on life
insurance agent’ performance.

Intrinsic motivation

Motivation is defined as the psychological process that
forms direction and target behavior (Ismail and EI Nakkache,
2014) [0 Motivation can also be defined as the
psychological processes that induce the arousal, orientation,
and persistence of voluntary action as the goal of action
(Reeve and Lee, 2014) 1, Ryan and Deci (2000) 2 state
that intrinsic motivation originates within inner individuals,
they also argue that it occurs in the relation between
individuals and activities. It could explain the reason why
people are boosted intrinsically to do some certain activities
and not others, and at the same time, not everyone is
intrinsically motivated in completing any particular task.
Demerouti and Bakker (2006) P! also comment that
employees with strong intrinsic motivation work more
effectively and can achieve better performance the
workplace.

There has been a raise in recent studies to claim that
employees care much more about how meaningful a job can
value them rather than other extrinsic aspects such as wage,
bonus, job security (Ryan and Deci, 2000, Gagné and Deci,
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2005) 5 7 Pink (2009) s study agrees with this
argument by emphasizing that employees work more
productively, more effectively and more creatively when
they have a strong belief that they are doing “meaningful
work (purpose), in charge of their work (autonomy), and
getting better and better at their work (mastery)”.

In the life insurance sector, insurance agents are often
considered a complex marketing service (Nik Kamariah,
1995) I3, Insurance agents must fully understand the needs
and requirements of their clients, build trusting relationships
between them and their clients to foster a long-term,
mutually beneficial relationship (Crosby et al., 1990) . In
order to achieve these benefits, agents need to enter long-
term commitments such as continuously interacting with
buyers and sellers. After sales, agents should provide
follow-up customer service and help customers with policy
changes in response to changing needs. Insurance products
are a special type of financial service to insure customers
against risks. Therefore, insurance agents might feel their
work meaningful when they see their consulting and
designing products become useful for customers to handle
their problems and difficulties. Accordingly, Research of
Onyango (2017) [8 concluded that intrinsic motivational
strategies contributing through different factors have a great
impact on insurance agent performance in Kenya.
Accordingly, the influence of intrinsic motivation is
expected in this study through the hypothesis:

Hypothesis 2: Intrinsic motivation has a positive effect on
life insurance agent performance

Interaction between rewards and intrinsic motivation on
insurance agents’ performance

In the insurance sector, Armstrong and Stephens (2006) [
further mentioned that rewarding practice enhances
motivation, commitment, work engagement, and
discretionary behaviors. He further defined the process of
motivation as the action process that encourages employees
to set goals, take action, and achieve goals - a valuable
reward that satisfies their specific needs. Simultaneously,
San et al. (2012) 71 indicated that rewards lead to an
increase in both financial and non-financial performance in
insurers. This will also enhance the reputation of the
company. An effective reward mechanism will shift from
the completion of basic requirements to a sense of self-
improvement associated with the development of the
business. Accordingly, this study hypothesized:

Hypothesis 3: Rewards have a positive effect on the intrinsic
motivation of life insurance agents.

3. Methodology

As the purpose of testing a number of hypotheses which are
generated from previous existing theories to prove the
relationship between particular variables (rewards, intrinsic
motivation, agent’s performance), this research is collecting
quantitative data to test the hypotheses.

This research is applying non-probability sampling
technique as the respondents are selected by the author
based on some certain criteria.

The questionnaire was designed based on the theories
introduced in the literature review. It includes 11
observation variables with a 5 -point Likert scale. All the
items used in each part are adopted from the validated scales
of previous studies by (Noor and Mohamed, 2007, Salah,
2016, San et al., 2012) [16.26.27] js adjusted to suit the survey
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subjects are life insurance agents.

3.1 Research Model
Based on the literature review, the conceptual model
research framework of this study is depicted in Fig 1.

Fig 1: Research Model

3.2 Methodology

The research framework was designed to test the
relationship between one dependent variable (performance
of life insurance agents) and two independent variables
(Rewards and Intrinsic motivation) (see in Fig 1). Three
control variables including gender, age, and years of
working experience were also conducted in the survey. The
collected data will be analysed by SPSS and the PLS - SEM
statistical analysis software.

4. Results

4.1 Descriptive analysis

The results showed that 63 male and 189 female participants
responded to the questionnaire. The number of women is
higher at 71.9%. The gender gap in this survey is consistent
with statistics of the agents in these insurance companies in
Vietnam, in which the number of respondents aged from 31
to 40 years old accounts for the largest proportion. The
second is agents aged from 40 to 50 years old, the third is
from 20 to 30 years old and the last one is from 50 years old
and above. The age structure of surveyed agents is quite
similar to the potential subjects participating in the
insurance market.

Before testing the hypothesis, the reliability and validity of
the data were carefully checked. These steps are done with
Smart PLS. Then PLS and Bootrap analysis are employed to
test the hypothesis.

4.2 Construct Reliability and Validity

The reliability of the structures is determined by the
indicator reliability and the internal consistency reliability
Wong (2013) 31 defined the reliability of the index as the
square of the factor loading of each indicator. The study also
recommends that if this value is greater than 0.4, the
reliability of the index can be ensured. In addition, internal
consistency reliability for all latent variables was evaluated
using Cronbach's Alpha and composite reliability (CR) (Hair
Jretal., 2016) Bl

In this study, the test applied to latent variables shows that
the factor loading coefficients were all greater than 0.5 and
the combined reliability coefficients were all greater than
0.7. The average variance extracted AVE of the concepts
were all greater than 0.5, so they all ensure the convergence
value of the scale (Hair Jr et al., 2017) I, Besides, the AVE
of each latent variable was larger than the square of the
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correlation of that variable with the remaining latent
variables; therefore, the scale ensures discriminant validity
(Sarstedt et al., 2014) 21, The variance inflation factors VIF
were all less than 3.3, which means there was no
multicollinearity phenomenon, and the scale therefore is
suitable to apply the structural equation model (Hair Jr et al.,
2016) Bl The results of composite reliability analysis as
follows:

Table 1: Construct Reliability and Validity

Cronbach's ho Al Composite Average Variance
Alpha = Reliability Extracted (AVE)
AM 0.754 0.755 0.859 0.670
IM 0.894 0.899 0.927 0.760
RW 0.801 0.816 0.869 0.625

The above results show that all variables make sure the
composite reliability and are eligible to carry out the next
analysis. Next, the relevance of the research model is
evaluated through research data. The results of the model fit
test are shown in the following table:

Table 2: Model fit

Saturated Model Estimated Model
SRMR 0.066 0.066
d ULS 0.290 0.290
d G 0.127 0.127
Chi-Square 194.151 194.151
NFI 0.873 0.873

The results show that the research model is consistent with
the research data. Therefore, the research model is suitable
for analyzing and applying to the attitudes towards
voluntary social insurance. After completing the basic
assumptions of PLS-SEM, bootstrapping is executed. This
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technique has been implemented to test the hypotheses. The
results of bootstrapping PLS show that all hypotheses are
accepted because t-value> 1.96 and P-value <0.05. Details
are as below:

4.3 Hypothesis test results

RW1
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Fig 2: The result of bootstrapping in model

The test results show that intrinsic motivation is the factor
that has the strongest impact on performance of life
insurance agents with an impact level of 0.595 at 5%
significance level. In addition, the rewards also has a strong
influence on intrinsic motivation with an impact of 0.427 at
1% significance level while rewards has a moderate
influence with an impact coefficient of 0.309 to performance.
Hypothesis testing was carried out using Bootstrapping
method (Hair Jr et al., 2017) Pl Analytical results have
shown the existence of relationships in the research model at
the 5% level of significance. The results of the direct and
indirect impact analysis are shown in the following table:

Table 4: Hypothesis test results

Original Sample (O)| Sample Mean (M) | Standard Deviation (STDEV) | T Statistics ((O/STDEV|) P Values Hypothesis
IM -> AM 0.595 0.596 0.036 16.352 0.000 |Accepted H1
RW -> AM 0.309 0.308 0.043 7.222 0.000 |Accepted H2
RW -> M 0.427 0.433 0.053 8.106 0.000 |Accepted H3

Table 4 illustrates that 3 hypotheses are supported, meaning
that both rewards and intrinsic motivation are the factors
that have a significant impact on the performance of life
insurance agents. In while, the rewards will increase the
intrinsic motivation for the life insurance agents.

5. Discussion

The results of this study are consistent with previous studies
on the impact of reward and intrinsic motivation on the
performance of life insurance agents. Accordingly, the
acceptance of hypothesis 1 confirms the role of reward and
reward system in promoting performance of insurance
agents. This conclusion is supported by San et al, (2012) 27,
As the insurance business is growing rapidly and becoming
more competitive, this study can provide a better insight into
the influence of the reward system on the motivation and
performance of insurance agents.

At the same time, the research results also show that
intrinsic motivation has the strongest impact on the final
performance of insurance agents. Thus, it clarifies the role
of intrinsic motivation in human resource management,
which was previously underestimated by many researchs

(Ismail and EI Nakkache, 2014, San et al., 2012)[0 27,
However, this result does not contradict the importance of
rewards in increasing the productivity and efficiency of life
insurance agents in Vietnam. This can be explained by the
peculiarities of the insurance industry. Insurance products
are intangible and unexpected products. Moreover, because
the consumption of life insurance products often takes place
over a long period of time, the perceived value of the
product by customers is difficult to measure and reflect
accurately. To be able to convince customers to buy
insurance is challenging. Maintaining the contract is even
harder, so if you only care about the reward and do not have
a genuine love toward the job, it is difficult to create high
efficiency and sustainable performance. In addition, by
supporting Hypothesis 3, this study concludes that reward
and intrinsic motivators are related when employees perform
in the workplace. However, there is no multicollinearity
phenomenon. There is a link between these two factors,
which means that both factors are strong enough to
influence the performance of life insurance agents
independently. At the same time, the reward contributes to
boosting the intrinsic motivation of the insurance agents in
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the process of improving performance.

It can be said that the life insurance agent's activities are
affected by many factors. However, the internal factors are
important and have the strongest influence, one of which is
the regulations on management and agent development.
Unlike normal product sales activities, the sale of life
insurance products cannot be achieved through revenue
promotion or contract signing by general promotions or
advertising because of the nature of the risk of the products.
Therefore, increasing the rewards and material benefits for
agents based on business performance will not be possible
when the customers do not sign the contract. Instead, the
implementation of professional support programs or
technical advice for agents, especially new agents, will help
increase the motivation for employees to stay with the
organization and its members, thereby promoting the
motivation to consult and sign contracts with customers.
Intrinsic motivation exists when agents are aware of the
meaning of their work and the effectiveness of that work for
customers. To achieve this, agents need to be regularly
trained and retrained to understand the company's products.
Only when the agent himself realizes the role and meaning
of each term and the difference between the products of his
business and other businesses, he can confidently advise
customers as well as be confident about the quality of his
products. Then, intrinsic motivation will help agents have
necessary skills and abilities to enhance their sales
performance. In addition, activities such as recruiting and
monitoring the quality of insurance agents should also be
focused.

6. Conclusion

Although motivation is widely studied as one of the most
important factors in the field of human resources, most
research focuses on a single type of motivation: reward or
intrinsic motivation. This study takes a different approach
by putting the two in the same context to examine their
varying degrees of impact on individual performance. Thus,
this study confirms the findings of previous research and
reveals how different each factor affects performance when
placed in the same context. The insurance market in
Vietnam is considered to be potential. Although the
development of other distribution channels has increased in
recent years, revenue and signed contracts from individual
agents still account for large proportion. Therefore,
improving the efficiency of agents will contribute to helping
businesses improve their competitive position in the current
market.
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