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Abstract This paper analyses the impacts of the characteristics of policyholder and contract on the lapse of
Voluntarily Insured Person in National Pension, using the recent lapse data from National Pension Service. The
logistic regression model is used in examining lapse odds with several independent variables. The result
demonstrates several hypotheses of the lapse behaviors. First, the lapse odds of men is lower than that of
women. Second, the effect of age on lapse odds shows concave shave with the peak at 37. Third, insured
period has a negative effect on lapse odds in entrants sample. Fourth, standard monthly income has little effect
on lapse in either sample. Fifth, the lapse odds decreases as the expected benefit ratio increases. Sixth, 2013
pension bill resulted in the sharp increase of lapse odds and the effect was greater for entrants. Last but not
least, spatial environment such as residence also affects the lapse behavior.
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<Table 2> Summary Statistics

Variables Total 2012 2013 2014
*tﬁil mean | 006323 | 0.0462 | 0.1046 | 00406
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rin 1800 | 1800 | 1800 | 1800
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e min 100 100 | 100 100
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;ﬁi{? median | 90 | 90 | 90 | 990
o [mean | 128 | 1240 [ 125 | 1220
max 4080 | 3390 | 3988 | 4080

min 0420 | 0422 | 040 | 0432

| median | 4203 | 4142 | 2804 | 455
Penefit Ratio = | 4088 | 39% | 4043 | 442
max | 20044 | 18750 | 20044 | 19805

Source: National Pension Service(May, 2015).
Note: The sample size is 783,391.
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<Table 3> Estimation Results (Model 1)

Variables Estimates Odds Ratio

Constant ~4.7146™ 0.0090""
Dummy for Male -0.2941* 0.7450"
Age 0.1110™ L1174
Age Squared -0.0015"" 0.9985""
Insured Period 0.0006™" 1.0006*
Standard Monthly Income -0.0003"* 0.9997°
Dummy for year 2013 08921 0.4400""
Dummy for year 2014 -0.1149" 0.8915"
Dummy for Metropolitan Cities -0.1207 0.8863™
LR chi-squared(8) 13231.87"

Note: 1) The sample size is 783,391.
2) *, #x_ and **#x denote significance at the 10%, 5%, 1%
levels, respectively.
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<Table 4> Estimation Results (Model 1I)

Odds Ratio in

Variables Estimates |Odds Ratio Model I

(same sample)
Constant -9.1806™" | 0.0001™ 0.0001""
Dummy for Male -0.7833"" | 0.4546™ 0.4664™"
Age 03571 1.4291™ 1.4392""
Age Squared -0.0041"" | 0.9959" 09957
Insured Period -0.1276™" | 0.8802™" 0.8805™"
Standard Monthly Income | 0.0012™" 1.0012™ 1.0017"
Benefit Ratio(BR) -0.0417" | 0.9592" -
Dummy for year 2013 1.5581 47497 4.7123™
Dummy for year 2014 -0.6354"" | 0.5297"" 05216
Dumny for Metropolitan Gities | -0.0537" 09478 0.9460
LR chi-squared(9) 5533.24™ 552417

Note. 1) The sample size is 61,248
2) *, #x and **x denote significance at the 10%, 5%, 1%
levels, respectively.
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