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[bookmark: _Toc176107475]1. Abstract and Introduction
[bookmark: _Toc176107476]Title
The impact of role ambiguity on principal-agent conflict and employee engagement of back-office employees in the Hong Kong life insurance industry. 

[bookmark: _Toc176107477]Abstract
Hong Kong’s life insurance industry plays a pivotal role in providing financial protection and risk management solutions to individuals and businesses. The life insurance market is significant, with over US$ 62 billion in total gross premiums, and continues to expand at a rapid pace. While the industry is experiencing positive momentum, it is going through a transformation phase, driven by changing competitive dynamics, evolving customer needs, and technological advancements. This will impact the operating models of life insurance companies and hence, increase role ambiguity for back-office employees as roles, expectations, and way of working change.
The purpose of this paper is to investigate the relationship between role ambiguity and principal-agent conflict and explore how these factors influence back-office employee engagement levels in the Hong Kong life insurance industry. I will be using semi-structured interviews with selected participants in the Hong Kong life insurance market to understand their personal experiences with role ambiguity, their understanding and perceived prevalence of principal-agent conflict, and lastly, their engagement levels. By adopting this approach, I can develop deeper understanding of the problem in a time, effort and resource efficient manner. 
The life insurance industry in Hong Kong employs over 69,000 individuals.  Therefore, it is important that we understand the drivers to employee engagement such that the industry can continue to attract and retain talent. Through this research, I expect to develop strategies that can help life insurance companies reduce role ambiguity, alleviate challenges from principal-agent conflicts, improve employee engagement and achieve better performance.

Key words: Hong Kong, life insurance, role ambiguity, principal-agent conflict, employee engagement

[bookmark: _Toc176107478]Introduction
[bookmark: _Toc176107479]Problem under investigation
The problem here is that life insurance companies in Hong Kong are not aware of the impact of role ambiguity and principal-agent conflict on employee engagement of their back-office employees. 
There is a clear distinction between back-office employees and front-line distribution employees: Distribution employees (e.g., insurance sales agents) are not employed by insurance companies but are third parties connected via contractual agreements to distribute the companies’ products and services. On the other hand, back-office employees, are employed by insurance companies and perform functional roles such as customer services, underwriting, actuarial, product development, finance & accounting, legal & compliance, human resources, etc. The principal-agent conflict can manifest between front-line distribution employees (the agent) and back-office employees (the principal) due to various reasons including information asymmetry, misaligned incentives, moral hazard, and conflicts with company’s objectives. 
The research here addresses the challenges of role ambiguity amongst back-office employees and examines how role ambiguity exacerbate principal-agent conflicts and affect employee engagement.

[bookmark: _Toc176107480]Research purpose statement
The purpose of this study is to investigate the relationship between role ambiguity and principal-agent conflict, and to explore how these factors influence employee engagement levels of back-office employees in the Hong Kong life insurance industry. By studying these factors, I expect to derive strategies that can help Hong Kong life insurance companies improve their employee engagement, organizational effectiveness and overall performance.

[bookmark: _Toc176107481]Research methodology
Research design and approach
This study will be conducted with a qualitative research approach to derive deep understanding of the relationship between role ambiguity, principal-agent conflict, and employee engagement levels of back-office employees in the Hong Kong life insurance industry.

Participant information
The target participants for this study will be back-office employees employed in the Hong Kong life insurance industry. The participants will come from functional departments such as underwriting, operations, actuarial, distribution management, strategy, marketing, information technology, legal & compliance, finance & accounting, and human resources. The Hong Kong life insurance industry current employs over 69,000 individuals in 53 life insurance companies (Insurance Authority - Publications & Publicity Materials, n.d.).

Data collection
I will employ semi-structured interviews with the selected participants to understand their personal experiences with role ambiguity, their understanding and perceived prevalence of the principal-agent conflicts, and finally, their engagement levels (Creswell & Poth, 2018). 
The target participants will be chosen based on a purposeful sampling approaching, which would ensure that the participants selected represent a range of job positions, functional departments, corporate levels, and experience. This approach will enable more efficient use of time and resources. The saturation guidelines from Hennink and Kaiser will be adopted to determine the appropriate sample size (Hennink & Kaiser, 2022).

Qualitative data analysis
The semi-structured interview data will undergo thematic analysis, a method used to recognize, categorize, examine, and interpret patterns or themes (Tong et al., 2007). In addition, emphasis will be placed on themes that highlight the unique characteristics of Hong Kong’s life insurance industry and their impact on role ambiguity, principal-agent conflict, and employee engagement amongst back-office employees. 

[bookmark: _Toc176107482]Significance of the study
Life insurance plays a vital role in providing financial protection and risk management to individuals and businesses around the world, and Hong Kong is one of the world’s leading life insurance markets. 
Hong Kong’s life insurance market is significant, recording over US$ 62 billion in total gross premiums in 2023, and continues to expand at a rapid pace (Insurance Authority - Quarterly Release of Provisional Statistics for Long Term Business 2023, n.d.), however, like many industries, it is going through phases of transformation, driven by changing competitive dynamics, changing customer needs, on-going market expansions, and the adoption of advanced technologies (Asia Pacific Insurance Sector Opportunities - KPMG China, 2023; Asian Life Insurance: 2023 McKinsey Global Insurance Report | McKinsey, n.d.; Balasubramanian et al., n.d.; Zarifis et al., 2019). The life insurance industry plays a significant role in Hong Kong’s labour force, employing over 69,000 individuals and over 103,000 licensed insurance sales agents (C&SD : Statistical Digest of the Services Sector, n.d.). Therefore, it is of paramount importance to be able to understand the drivers to employee engagement, so that life insurance companies can maximize their resources and continue to attract and retain talent.
There is limited research conducted on the relationships between role ambiguity, principal-agent conflict, and back-office employee engagement in the Hong Kong life insurance industry. This research is expected to fill this knowledge gap, improve understanding on the topic of role ambiguity, and provide valuable and practical insights for the life insurance industry.

[bookmark: _Toc176107483]Limitations of the study
The qualitative approach, despite being able to provide in-depth insights into the experiences of our selected participants, may limit the generalizability of the results. The reliance on self-reported data through interviews may also introduce biases and therefore, would require careful interpretation. A mixed-methods approach may be explored in the future to validate and expand upon this study’s findings.
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[bookmark: _Toc176107485]Introduction
[bookmark: _Toc176107486]Research purpose
The purpose of this study is to understand the relationships between role ambiguity and principal-agent conflict, and to investigate how these factors impact employee engagement for back-office employees working in Hong Kong life insurance companies.
The ability and track record to nurture high-performing insurance agents is one of the key reasons to Hong Kong’s life insurance industry success. However, this success has led to power imbalance and exacerbated the principal-agent conflict. Back-office employees are struggling to balance the conflicting agendas between agents’ needs and company’s goals, and hence, negatively impacting employee engagement and job performance. 
By analysing role ambiguity, principal-agent conflict, and employee engagement, I expect to derive strategies that can help Hong Kong life insurance companies improve employee engagement, organizational effectiveness, and overall company performance.

[bookmark: _Toc176107487]Research objectives
The objectives of this research are:
1. To examine the extent or role ambiguity amongst back-office employees in the Hong Kong life insurance industry.
2. To investigate the nature and impact of principal-agent conflict amongst back-office employees.
3. To assess the influence of role ambiguity and principal-agent conflict on employee engagement levels of back-office employees.
4. To develop practical strategies and recommendations for reducing role ambiguity and principal-agent conflict to enhance back-office employee engagement levels.

[bookmark: _Toc176107488]Research questions
The research questions that will be explored by this study are:
1. What is the level of role ambiguity experienced by back-office employees working in Hong Kong life insurance companies?
2. How do principal-agent conflicts arise in the Hong Kong life insurance industry and what are the main contribution factors?
3. Focusing on back-office employees, in what ways do role ambiguity and principal-agent conflict impact employee engagement levels?
4. What can Hong Kong life insurance companies do to mitigate role ambiguity and principal-agent conflict, and ultimately, drive better employee engagement?

[bookmark: _Toc176107489]Research context
Hong Kong life insurance industry
The life insurance industry plays an important role in offering risk management and financial protection solutions to individuals and corporations globally, and Hong Kong is one of the world’s largest and leading life insurance markets. Hong Kong’s life insurance market is over US$ 62 billion and it is the preferred destination for seven of the top ten life insurance companies in the world (Fortune Global 500 – The Largest Companies in the World by Revenue, n.d.). The insurance industry contributes significantly to the economy of Hong Kong, and more specifically, plays a vital role in the labour market. The insurance industry in Hong Kong employs over 69,000 individuals and have over 103,000 licensed insurance agents, covering both life and non-life insurance markets (C&SD : Statistical Digest of the Services Sector, n.d.). To remain a global leading insurance centre, Hong Kong will need to continue to attract life insurance companies to operate in the city and attract and retain talent. It is therefore crucial to understand the key factors affecting employee engagement and job performance.

Differences between back-office employees and front-line sales
There is a distinction between back-office employees and front-line distribution employees, which includes agents, brokers, and other distributors. Back-office employees are employed by the insurance company into functions such as product development, underwriting, risk management, human resources, legal & compliance, etc. The back-office employees’ role is to balance the needs of their key stakeholders, including company shareholders, customers, back-office employees, as well as front-line distribution employees. On the other hand, front-line distribution employees are not employed by the insurance company but are third parties who entered into a contractual agreement with the life insurance company to distribute their products and services. Front-line distribution employees are remunerated based on commissions received from insurance companies for sales conducted and therefore, they are motivated by identifying potential customers and closing more sales. The principal-agent conflict arises when front-line distribution employees (“the agent”) have conflicting agendas with the company, represented by back-office employees (“the principal”). Such conflicts could take the form of misaligned remuneration packages, information asymmetry, moral hazard, and different understanding of company’s strategy. 

Principal-agent challenges
While it is more straightforward for the role of agents, as they are primarily motivated by commissions received from completed sales, and hence, would like the principal to be providing as much support as possible (e.g., sales discounts, new products, new tools, new customer sources), the roles and responsibilities of the principal are more complicated. The need to properly manage resources to balance the divergent needs of the company’s shareholders, existing and new customers, and front-line distribution employees, highlights the importance of role clarity. For example. it could be clear for a financial reporting team to understand their role in the company – to report with accuracy and generate insights for management decisions. However, the product development team could face conflicting choices between pricing a product with satisfactory margins to address shareholders’ profitability concern, or they could choose to launch an aggressive loss-making product to attract customers and allow agents to close more sales. The decision-making process depends on the individuals and teams themselves and is determined by how they associate with the different stakeholders, as well as their understanding of their roles and responsibilities.

Evolving market landscape
In addition to principal-agent conflicts, back-office employees also face the challenges that arise from rapid market developments. While innovation and technology advancements have impacted life insurance market dynamics, workforce wellbeing and business operations (Enholm et al., 2022; Nazareno & Schiff, 2021; Walkowiak & MacDonald, 2023), the Hong Kong life insurance industry is also going through a transformational phase, in which new markets, such as the Mainland Chinese Visitors market are opening up (C&SD : Table 650-80001 : Visitor Arrivals by Country/Region of Residence, n.d.), and regulators are actively promoting reforms to enhance the stability and competitiveness of the Hong Kong life insurance market, such as the implementation of Risk-based capital regime and the launch of standardized individual health insurance products. In summary, business operating models will continue to evolve, and this has broad implications on back-office employees’ roles, wellbeing and engagement levels. This study aims to develop better understanding on the relationships between role ambiguity, principal-agent conflict and employee engagement.

[bookmark: _Toc176107490]Broad overview of the relevant field
[bookmark: _Toc176107491]Role ambiguity
Role ambiguity occurs when there is a lack of clarity on roles, responsibilities, expectations, and goals for job positions in a company. This could happen when role expectations have not been properly communicated between employees and managers, or insufficient information regarding roles & expectations are available (Abramis, 1994; Jackson & Schuler, 1985; Kauppila, 2014; Mañas et al., 2018). Studies have shown that role ambiguity negatively impacts employee engagement, employee performance, and company performance (Rizzo et al., 1970; Tubre & Collins, 2000).
The negative impacts from increased role ambiguity manifest from multiple fronts. A study conducted on frontline health workers in Saudi Arabia pointed out that increased role ambiguity leads to burnout and eventually employee turnovers (Alblihed & Alzghaibi, 2022). Another study conducted with over 700 participants from a multinational corporation in Spain studied the negative impacts of role ambiguity on team dynamics and individual performance, and note that increased role ambiguity resulted in confusion and stress, and reduced willingness to take on additional responsibilities (Mañas et al., 2018). Not only has role ambiguity been shown to negatively impact stress levels and employee wellbeing, a study in Taiwan conducted across 25 organizations, has also observed that role ambiguity has a direct and negative impact on employee creativity. These challenges from increased role ambiguity will negatively impact employee engagement, and ultimately, impact company performances (Tang & Chang, 2010).
The impact of role ambiguity in the insurance industry is observable, particularly for back-office employees. Technology advancement, such as artificial intelligence (AI) has changed processes, people’s jobs, and modified ways of working. Depending on where companies lie on the development curve, the magnitude of AI impact would vary – Zarifis et al. evaluated 20 insurance companies to understand how AI can be incorporated into their operations and note that there was significant impact to jobs traditionally performed by humans (Zarifis et al., 2019). Despite the potential benefits AI bring, multiple studies have shown that AI’s impact on job scope and processes is vast and have indicated concerns for employees’ mental health and wellbeing (Artificial Intelligence in the Insurance Industry - KPMG China, 2023; Balasubramanian et al., n.d.; Paruchuri, 2020). The challenges in manoeuvring the increasingly complicated job environment will lead to increased role ambiguity, which would result in lower employee engagement and job performance.
In addition, a special characteristic of the life insurance industry is the phenomenon of the principal-agent conflict, in which conflict arises when the goals and objectives of the insurance company represented by the back-office employees (“the principal”) are not aligned with the front-end distribution employees (“the agent”) (Bodoff, 2023). When role ambiguity is prevalent, back-office employees may have challenges in performing their roles objectively, leading to disconnections with the company’s goals, and ultimately impacting performance.
Overall speaking, studies have shown that reducing role ambiguity is expected to improve employee engagement and uplift company performance.

[bookmark: _Toc176107492]Principal-agent theory
The principal-agent theory evolves around the relationship between the principal and the agent. The principal is the party that delegates authority to the agent, and the agent is expected to act on behalf of the principal’s interests. The principal-agent conflict arises when the interests between both the principal and the agent are not aligned. Some examples that could lead to such conflicts include information asymmetry, in which the agent may have more or better information and may behave to maximize its own interest instead of the principal’s (Bernhold & Wiesweg, 2021; Eisenhardt, 1989; Panda & Leepsa, 2017).
Principal-agency theory is widely studied, and the framework could be applied to various settings, including the relationship between owners and management team, the relationship between managers and employees, the connection between the public and government bodies, and in the life insurance context, the relationship between back-office employees (“the principal”) and front-line distributors (“the agent”) (Panda & Leepsa, 2017). The key responsibility of back-office employees is to balance the competing needs of all the major stakeholders: to achieve profitability goals of the company, ensure that customers’ needs are met and provide a platform to enable agents to conduct insurance sales. On the other hand, the main goal for the agent is to sell life insurance policies that align with the company’s goals and meet customers’ needs.
Conflicts may arise in a few different instances. Life insurance agents are remunerated via commissions, which are linked to the number of policies they sell to their customers. Agents could potentially sell products that have higher commissions to maximize their personal gains instead of offering products that are most aligned with their customers’ needs or aligned with the company’s profitability goals (Turrado García et al., 2023). Furthermore, life insurance agents could bargain and apply pressure to back-office employees to design products that are more favourable to agents than the customers or company. Such misalignment often leads to disputes and conflicting dynamics between the principal and agent.
Another challenge relates to information asymmetry. The agent generally has a deeper understanding of the market and the details of the products when compared to the customers. With commission as a primary motivator, the agent could potentially take advantage of information asymmetry and mislead the customers to benefit themselves, harming the relationship between the principal and agent. Associated with this issue is the moral hazard factor, in which the agents could take actions that would not benefit their customers (e.g., replace or terminate an existing insurance policy) but could potentially improve their bargaining power to further negotiate with the principal (Panda & Leepsa, 2017).
Life insurance companies have traditionally relied on incentive structures, performance reviews and better communications to alleviate the challenges from the principal-agent relationship (Bernhold & Wiesweg, 2021; Miller & Whitford, 2002). While there have been improvements, the principal-agent conflict remains a key issue for the life insurance industry. In Hong Kong, agents have played an important role in the phenomenal growth of the life insurance market, and with their increased size and bargaining power, the principal will need to find better solutions to address the imbalance of power. 

[bookmark: _Toc176107493]Employee engagement
The concept of employee engagement is commonly used in the human resource management field to describe the level of enthusiasm and dedication the employees have towards their jobs. Employee engagement touches on the emotional and psychological aspects of the employees towards their organizational goals, and plays a significant role in their overall life experience (Gallup, 2024; Kompaso & Sridevi, 2010; Saks, 2006). 
Corporations are aware that employee engagement is critical as it leads to higher productivity, reduced turnover and better overall performance. This is a key reason why corporations are investing resources into improving engagement (Gallup, 2024; Harter et al., 2002). Engaged employees are more likely to drive better outcomes, support other employees around them, and foster a more innovative work environment (Bailey et al., 2017). Such positive impacts will translate to higher efficiency, and lower cost for recruitment and training, leading to higher profitability (Harter et al., 2002).
Role ambiguity occurs when there is a lack of clarity on roles, responsibilities, and expectations for job positions in a company, and studies have shown that role ambiguity has a negative effect on employee engagement (Rizzo et al., 1970; Tubre & Collins, 2000). Within the Hong Kong life insurance context, role ambiguity can arise due to the evolving operating models driven by technological advancement, changing market and customer needs, and the increasingly complicated regulatory landscape. Such increased role ambiguity could potentially lead to higher levels of stress, frustration and conflict, resulting in lower employee engagement levels (Alblihed & Alzghaibi, 2022; Rizzo et al., 1970; Tubre & Collins, 2000). 
An extra layer of complexity comes from the phenomenon of the principal-agent conflict in the life insurance industry, in which the goals and objectives of the back-office employees (the principal) are not aligned with the life insurance agent (the agent). This misalignment will create distrust and weaken collaboration, negatively impacting engagement levels (Bernhold & Wiesweg, 2021; Miller & Whitford, 2002). 
Role ambiguity is also a factor that would exacerbate the principal-agent conflict as back-office employees who are in functions that are distanced from the font-line agents (e.g., financial accounting) will have different views compared to back-office employees whose jobs evolve around supporting and enabling agents to perform (e.g., distribution management team). The principal-agent conflict will thus have different impacts to engagement levels depending on the functional roles of the back-office employees. 
To mitigate the effects of role ambiguity and principal-agent conflicts on employee engagement, life insurance companies will need to improve communications on roles and expectations, align organizational goals, incorporate appropriate incentive structures and promote a supportive work environment. 

[bookmark: _Toc176107494]Critical analysis and examination of key concepts
[bookmark: _Toc176107495]Key concepts and theoretical groundings
Role ambiguity
Role ambiguity arises when there is a lack of clarity on roles, expectations and objectives for an employee’s job position, and studies have shown that role ambiguity has a negative impact on employee engagement and company performance (Rizzo et al., 1970; Tubre & Collins, 2000). The Hong Kong life insurance market is going through a phase of rapid development, with technological advancements impacting multiple areas of the insurance value chain, constantly evolving customer needs, and the increasingly complicated regulatory environment (Asia Pacific Insurance Sector Opportunities - KPMG China, 2023; Asian Life Insurance: 2023 McKinsey Global Insurance Report | McKinsey, n.d.). These factors point to the changing operating models that back-office employees must learn and adapt to. The uncertainties could lead to stress and decreased engagement, and hence, addressing role ambiguity is an important agenda for life insurance companies.

Principal-agent theory
The principle-agent theory examines the relationship between the principal (e.g., back-office employees) and the agent (e.g., front-line sales agents), and focuses on the conflicts that may arise due to differences in objectives (Eisenhardt, 1989; Panda & Leepsa, 2017). In the life insurance context, agents are remunerated through commissions, and the agents could potentially maximize their own personal gains over the interests of their customer’s or the principal’s, which in this case, would be the company’s profitability objectives. The principal’s role is to ensure that such misalignments don’t occur and hence will often result in opposing stance and conflicts (Turrado García et al., 2023). 
The challenges from principal-agent theory are further amplified and can potentially be mixed in with the negative impact from role ambiguity when we consider the scenario where the agents could leverage their dominant position in delivering sales to apply pressure to back-office employees on business decisions that could be more favourable to the agents instead of the customers or company. Identifying, understanding and mitigating these conflicts are essential for life insurance companies to foster an effective work environment.

Employee engagement
The concept of employee engagement is widely used in human resource management and refers to the level of enthusiasm and dedication the employees have towards their jobs and organizations. Corporations with engaged employees experience higher efficiency, more innovative thinking, better support and better company performance (Gallup, 2024; Harter et al., 2002; Kompaso & Sridevi, 2010; Saks, 2006). In the life insurance context, increasing role ambiguity due to changing business operations, and the constant challenges from principal-agent conflict, are negative factors impacting engagement levels of back-office employees. Misalignment due to role conflict and principal-agent conflict can lead to distrust, conflict and lower motivation (Bernhold & Wiesweg, 2021; Miller & Whitford, 2002), and thus, it is important for life insurance companies to identify strategies to address such challenges and uplift employee engagement.

[bookmark: _Toc176107496]Identification of research gaps
[bookmark: _Toc176107497]Existing literature
Research has been conducted to explore the relationship between role ambiguity, principal-agent theory, and employee engagement, and their findings have been valuable to organizational management and human resource management.

Role ambiguity
Role ambiguity is a topic that has been studied by many researchers, with early studies dating back to the 1970s. The studies have consistently showed that increases in role ambiguity led to job stress, role conflicts, lower motivation and lower employee engagement (Abramis, 1994; Jackson & Schuler, 1985; Rizzo et al., 1970; Tubre & Collins, 2000). Role ambiguity is often explained to be a result of lack of communication or misunderstanding of expectations between employees and managers, however, strategic decision-making process and leadership style have also been identified as key factors that affect role ambiguity. By adopting a multi-level framework on 25 Finland organizations to examine role clarity, taking both individual-level and organizational-level into account, Kauppila (2014) pointed out the significance of top-down decision-making and leadership style’s impact on role clarity. In addition, Kauppila note that while an outcome-based strategy could potentially increase role ambiguity for many functional departments, it may be an effective driver of role clarity for sales-focused employees (Kauppila, 2014). This is an important factor to consider when applied to the life insurance industry, as management could influence strategic decision-making and potentially trade-off worsening engagement of back-office employees with better sales front agents. Linking to the topic of leadership, the importance of managerial coaching and its impact on role ambiguity was highlighted in the study conducted by Kalkavan and Katrinli (2014). In the study, manager’s coaching behaviour was shown to positively impact role clarification, reduce role ambiguity, and contribute to job satisfaction, commitment and performance (Kalkavan & Katrinli, 2014). Finally, trust is an important factor in team collaboration. While many studies have already shown that increasing role ambiguity led to job stress and lower motivation, Lapointe et al. (2014), focusing on the experiences of new employees, demonstrated that through the reduction of job-related uncertainty, trust between employees and supervisors can be improved, further contributing to the importance of reducing role ambiguity for better performance (Lapointe et al., 2014). 

Principal-agent conflict
Research on principal-agent conflict in the life insurance context has often focused on the dynamics between the insurance company and their sales agent. With the continued success of life insurance agents growing their businesses, combined with the increasingly complex business operational environment, it is also important to understand how principal-agent conflict manifests in back-office employees.
The separation of ownership from control is a key theme highlighted in many studies, and conflicts may arise due to differences in risk preferences, goals and objectives between the agent and the principal (Bernhold & Wiesweg, 2021; Boshkoska, 2014; Eisenhardt, 1989; Panda & Leepsa, 2017). 
Aligning incentives via effective compensation structures, and setting up appropriate monitoring systems are commonly identified strategies to mitigate against principal-agent conflicts (Bernhold & Wiesweg, 2021; Ma et al., 2020; Shah, 2014; Turrado García et al., 2023), however, such strategies focus mainly on the behaviours of the agent (i.e., life insurance agent) and often neglect the principal (i.e., back-office employees). Back-office employees should also be properly incentivized as they face challenges in handling agent conflicts while balancing company goals, however, since their salaries are not directly linked to sales results like agents (i.e., not commission-based), it is more difficult to design the optimal compensation. While Boshkoska (2014) suggested a more comprehensive approach in adopting a combination of internal and external measures to mitigate the principal-agent conflict, there is still a lack of research in this area focusing on the back-office employees.
Another key theme that emerged from past research is the cost to implement monitoring and control mechanisms to ensure that agent’s perform accordingly (Bernhold & Wiesweg, 2021; Miller & Whitford, 2002; Panda & Leepsa, 2017; Shah, 2014). While the suggested mechanisms are supposed to drive transparency between the insurance agent and the back-office employees, these are opportunity costs to the back-office employees, and hence, could potentially lead to further conflicts and inefficiencies. As the insurance market continues to evolve, further research focusing on the experiences of back-office employees is needed to understand the impact of principal-agent conflict and how to ensure back-office employees are effectively integrated into the system. 

Employee engagement
Research on employee engagement in the insurance industry has predominantly been focused on customer facing roles, such as agents or customer services. For example, Piaralal et al. (2016) conducted a study on the Malaysian life insurance focusing on customer servicing employees to understand how engagement along with other human resource management factors influenced job satisfaction (Piaralal et al., 2016). However, there is a growing number of employee engagement research on the wider range of back-office employees.
Employee engagement refers to the level of enthusiasm and commitment the employees have towards their role and organizations. Companies that have more engaged employees have shown to deliver better performance (Bailey et al., 2017; Dobre, 2013; Gallup, 2024; Harter et al., 2002; Kompaso & Sridevi, 2010; Saks, 2006), and in the life insurance industry where agent experience and customer satisfaction are of high importance, employee engagement is critical for companies to maintain efficiency and competitiveness. 
Research has shown that there are multiple factors driving employee engagement. Empowerment and recognition have been identified as key drivers for employee engagement, and Harter et al. (2002) have demonstrated this through their study conducted on 7,939 business units across 36 companies. Role clarity and job satisfaction have shown to be positively related to engagement levels as employees better understand their roles within the organization, (Attridge, 2009; Piaralal et al., 2016; Saks, 2006), and lastly, a positive working environment with support from peers and supervisors are common themes highlighted in multiple research (Ajitha & Ramya, 2023; Bailey et al., 2017; Kajwang, 2022).
Back-office employees of life insurance companies handle critical tasks such as product development, claims processing, policy administration, financial reporting and compliance. All these functions are vital to the success of the front-line sales agent, and hence, it is essential to understand how to engage with back-office employees, specifically taking into consideration of role ambiguity and principal-agent conflicts.

[bookmark: _Toc176107498]Gaps and unexplored areas
While there are past studies conducted on role ambiguity, principal-agent conflict and employee engagement, significant gap remains on the topic of back-office employees in the life insurance industry of Hong Kong.

Role ambiguity
Research on role ambiguity has mainly been focused on the impact on life insurance agents, overlooking the impact on back-office employees. In addition, while there has been a growing number of studies conducted on the impact of AI / technology on the insurance industry, the subsequent impact on role ambiguity for back-office employee is unclear (Balasubramanian et al., n.d.; Eling et al., 2022; Paruchuri, 2020; Zarifis et al., 2019). The life insurance industry is complicated – regulations are constantly evolving, customer behaviours are changing, and more specifically, the principal-agent conflict often leads to increased role ambiguity, conflict and distrust. Developing a better understanding of role ambiguity on back-office employees will be helpful to drive better organisational outcomes.

Principal-agent
Like role ambiguity, research conducted on the topic of principal-agent conflict has often focused on the front-line sales agent (“the agent”), and little attention has been paid to the back-office employees (“the principal”). Panda and Leepsa (2017) indicated that there are research gaps in principal-principal and principal-creditor problems, and this can be extended to the lack of research on principal (company) – principal (back-office employees) – agent (life insurance agents) conflicts (Panda & Leepsa, 2017). Another research gap relates to the topic of cost to implement monitoring and control mechanisms. Most research focused on the monitoring mechanisms on agent performances (Bernhold & Wiesweg, 2021; Miller & Whitford, 2002; Panda & Leepsa, 2017; Shah, 2014), but the cost to implement is actually incurred by the back-office employees, and there has been limited research on whether such increased burden would lead to further conflicts and inefficiencies. Existing literature does not adequately address how principal-agent conflicts manifest for back-office employees and how they impact job satisfaction, engagement and ultimately, performance. 

Employee engagement
Employee engagement research conducted on the life insurance industry has mostly been focused on agents or customer-facing employees. Limited research has been conducted on back-office employees. Focusing on encouraging the younger generation to join the insurance industry, Kajwang (2022) studied the employee engagement levels of back-office employees, but his research was limited to the younger segment. In addition, the idea that different employee segments are motivated differently (Dobre, 2013) mean that studies conducted on life insurance agents cannot be generalized and be adopted for back-office employees. The lack of studies on engagement strategies to cover back-office employees in roles such as product development, distribution management, underwriting, etc. suggests that there are potential gaps to fill in future research. 

[bookmark: _Toc176107499]Conclusion
[bookmark: _Toc176107500]Summary
There are significant gaps in the study of role ambiguity, principal-agent conflict, and employee engagement of back-office employees in the Hong Kong life insurance industry. While studies have been conducted concerning front-line sales agents, there is a lack of focus on back-office employees. Role ambiguity is an increasing concern as business operating models go through changes due to technological advancement and regulatory changes, and the impact of role ambiguity on back-office employees’ engagement levels are yet to be explored. More importantly, the relationship between role ambiguity and principal-agent challenges, along with their combined impact to back-office employees’ engagement levels would require further research. 

[bookmark: _Toc176107501]Implications and Recommendations
There are significant implications for not addressing the research gaps identified for back-office employees of the Hong Kong life insurance industry. Hong Kong is the home to seven of the top ten life insurance companies in the world, employing over 69,000 individuals. Driving employee engagement is critical as the industry needs to continue to retain and attract talent. Understanding the relationships between role ambiguity, principal-agent conflict and employee engagement will help enhance the efficiency and performance of the industry.
To address these identified gaps, further research should be conducted, focusing on the specific challenges faced by back-office employees in the Hong Kong life insurance industry. Clear strategies to enhance communications, align incentives with company objectives, and create a transparent and supportive work environment to enhance engagement are expected. By executing on such strategies, we expect the life insurance industry of Hong Kong to improve and achieve better results.
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