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Abstract 

This studyanalyse on the factors influencing life insurance consumption of private life 

insurance companies. Insurance is an important risk management method to eliminate the 

worry on high medical fees, debt cancellation, income protection and retirement funding. 

Policyholders aregenerally concernon policy features and trust on insurance agent as well 

as the insurance company itself whey they decided to sign up for an insurance policy. The 

importance of this research is to increase the awareness of life insurance to public. 

Malaysian Central Bank had published an analysis that showed only 50% of Malaysian 

population bought a life insurance. This is considered a large gap to achieve Vision 2020 

that set to reach insurance penetration rate up to 75%. The study was illustrative in simple 

random sampling method using questionnaires. The result indicated that the trust on 

insurance company, trust on insurance agent, and efficiency on claim settlement are mostly 

influenced the life insurance consumption.  
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INTRODUCTION 

Insurance is a risk management approach 

in the legal and economic sense, primarily for the 

risk of economic loss. Insurance is paid by a 

certain amount of money, which we call premiums, 

to pass a potential risk on to third parties and let 

them bear our losses. Another way of saying this 

is that everyone pays premiums in one place. If 

one person is in trouble, everyone is sharing it. It 

is a social risk transfer mechanism that is spread 

in the form of money. The modern social 

insurance system was created by the German 

prime minister of the 19th century Otto Eduard 

Leopold von Bismarck in order to compete with 

the socialist movement for the working class, and 

European countries followed suit. Today, 

insurance has become one of the indispensable 

links to maintain the normal operation of modern 

society. 

There are two types of insurance, one is 

life insurance and the other is General Insurance. 

Life insurance is a risk that being pass onto 

insurance companies such as risk of money loss 

from death, lifelong disability, serious illness, 

accidents, and medical expenses. General 

Insurance refers to general fire insurance, Public 

Liability Insurance, auto insurance and more. This 

studywill only focus on life insurance. In life 

insurance, there is a need to identify beneficiaries 

to ensure that the money paid out by insurance is 

handed over to the appropriate person. The 

insurance premium can be paid monthly, quarterly, 

half yearly or yearly. In Malaysia, generally, life 

insurance need to be purchased through an 
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insurance agent. The insurance company does not 

allow a person to walk in to purchase insurance. 

Bank Negara has targeted the national 

insurance penetration rate to breach 75 percent in 

2020 from the current 56 per cent (Rupa, 2017). 

Kwo (2014) mentioned that every household‟s 

main wage earners must have a life of RM553,000 

and a Medicare, so that even if the family's 

economic pillars die, a RM553,000 compensation 

will be enough for them to maintain their current 

quality of life for at least five years. The average 

mortality gap for each member of a family was 

between RM100,000 to RM150,000, which was 

the average amount a person needs to sustain his 

spending or lifestyle for the next five years upon 

the death of the breadwinner. A family consist of 

five members, parents and three children. 

Malaysia has a population of 12.5 million, and 90% 

of them are underinsured. That is to say, if they 

die, the life insurance compensation is not enough 

to make his family's existing quality of life at least 

for five years, and some families may have also 

pay debts for the deceased, such as mortgages, car 

loans, credit cards and so on. 

If a person does not have sufficient 

protection, his family will be in financial 

difficultieswhen he/she dies, especially if he/she is 

the economic backbone of the family. Generally, 

the burden of a person will be mortgage, car loan, 

family economic expenses, child tuition, etc. If 

he/she dies, it means that the family has lost the 

machine to make money, and the normal expenses 

of the family have no way to continue to pay. At 

this time, if he/she does not have sufficient life 

insurance protection, his/her family will have to 

sell the house to repay the loan. If the house 

cannot be paid off after selling the house, his 

family may be sued by the bank for bankruptcy. 

On the other hand, the family lost the breadwinner 

and may not be living in the same quality of life in 

the past. In addition, a person who does not have 

medical insurance guarantees will inevitably 

impose a heavy burden on the family. Today's 

medical expenses are quite expensive, and a small 

operation can erode people's savings and even go 

bankrupt. A medical card can help to solve this 

concern, and people can enjoy the best medical 

facilities without paying any fees. Although 

medical cards are quite popular compared to other 

types of life insurance, there are still many 

Malaysian medical card holders are underinsured. 

Many insurance companies have introduced a 

million-dollar medical card because of the high 

medical cost and to meet the needs of 

policyholders.The premium is quite cheap that 

most people afford to have it. However, there are 

still many people who have a medical card with an 

annual limit of only about 70,000, which is 

considered to be under insured. 

Insurance plays an important role in our 

daily lives, and it allows our responsibilities to 

continue to play, even if we are unable to generate 

income for our families. There are still many 

people in Malaysia who do not have insurance 

awareness, and even feel that insurance is optional, 

so they are not willing to spend money to insure 

themselves and bring protection to their loved 

ones. 

Malaysia is a developing country. In 

addition to the need to increase employment 

opportunities, the government needs to ensure that 

Malaysia's financial system matures. Japan is the 

best example in terms of insurance penetration 

rate. Japan is the highest in the world which every 

national has at least seven insurance policy. 

Japan‟s insurance industry is so mature because of 

strict market access, and the Japanese 

government‟s strict supervision of foreign 

insurance companies has made it difficult to 

develop insurance business in Japan. Before the 

implementation of the new Insurance Law in 1996, 

Japanese regulators adopted an escort-style 

supervision method to secretly coordinate the 

problematic insurance companies and forced other 

insurance companies to take over, so there was no 

insolvency incident. In the late 1990s, the collapse 

of the Japanese bubble economy led to the 

collapse of insurance companies, and the solvency 

of insurance companies gradually attracted the 

attention of relevant authorities. After the 

implementation of the new Insurance Law, Japan 

followed the United States' solvency-centered 
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supervision of insurance companies and 

introduced early improvement measures to 

promote problematic insurance companies to 

solve problems in a timely manner. In addition, 

the Japanese government also pays great attention 

to the contact between insurance agents and 

customers. Insurance companies do not rely on 

lowering prices to compete, but constantly 

improve the quality and service of agents. In 

Malaysia, the National Bank is gradually become 

aware of these problems in the insurance industry. 

In recent years, the National Bank has 

continuously improved the quality of insurance 

agents. Kugler and Ofoghi (2005) found bi-

directional causality between insurance sector 

growth and economic development. The influence 

of insurance development on economy had been 

highlighted since first conference of United 

Nation Conference on Trade and Development 

(UNCTAD) in 1964. The conference 

acknowledged the importance of a sound national 

insurance and reinsurance market in promoting 

economic growth (Wong et. al., 2013). 

This study was mainly focused on the 

factors that influencing life insurance 

Consumption in Malaysia. According to the 

National Bank's Financial Stability and Payment 

System Report 2016, Malaysia's insurance 

coverage rate is growing year by year, but the 

Malaysian insurance coverage rate is still low, and 

there is still a gap to achieve the National Bank's 

insurance coverage rate of 75% in 2020. In the 

past, people's awareness of insurance was not very 

strong. They all felt that life insurance is an 

optional. People was not believe in insurance as 

the benefit will only shows when there is 

something bad happen (Goh, 2015). They are all 

afraid of death, and they think it is very bad to 

plan for things after death. Among these cultural 

contents are the forbidden to think and talk about 

death, peculiarly premature sudden death. This 

makes life insurance extremely difficult to grow 

(Chan, 2004). In addition, many insurance agents 

brought wrong message or mislead the 

information to the customer. Usually the unethical 

insurance agent hide some facts of insurance in 

order to improve their own performance target. 

Some insurance agents also distort the benefits of 

insurance. In order to get results, they deceive 

customers to say that there are many benefits in 

insurance, but when customers suffer from 

diseases, they find that the insurance they bought 

does not provide claims.  

The main objectives of this study is to 

analyse the factors that influencing the life 

insurance consumption. This study is specifically 

investigating on trust on insurance company, 

policy features, trust on insurance agent, premium 

charged and flexibility in premium payment as 

well as excellent claim settlement towards the life 

insurance consumption. 

LITERATURE REVIEW 

 

Relationship between trust on insurance 

company and life insurance consumption 

Athma.P. et all (2007) and 

BejonMisrafound thatIndia life insurance 

corporations (LIC) with decent performance and 

strong presence in insurance business over a last 

six decades had earned trust among policyholders. 

Policyholders trust LIC of India over generations 

from their personal or family experiences. 

DeepikaUpadhyaya and Manish Badlani (2011) 

carried out a study with a view to identify 

customer satisfaction in retail life insurance in 

India. They identified that the customers are more 

satisfied with the pricing factor followed by 

employee competence, product and service, 

technology, physical appearances, trust, service 

delivery, advertising and service management. 

Dharmendra Singh (2011) in his study 

revealed that quick claim settlement, convenient 

payment system and better complaint remedied 

are the important factors which influences the 

policyholders satisfaction. 

VikasGautam (2011) in his study on 

analysing and comparing the service quality 

perceptions of the customers in public and private 

insurance companies found that among the five 

service quality dimensions namely, reliability, 

responsiveness, tangibility, assurance and 

empathy, the public sector insurance company, 
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LIC has high quality perception in reliability, 

responsiveness, assurance and empathy 

dimensions compared to private sector whereas in 

tangibility dimension, the private players has high 

level of perception compared to LIC. 

H0: There no relationship between trust on 

insurance company and life insurance 

consumption 

H1: There is relationship between truston 

insurance company and life insurance 

consumption 

 

Relationship between policy features and life 

insurance consumption 

Kaur et al. (2010) observed that 

policyholders are more satisfied with the policy 

features, price, maturity benefits and tax saving 

contents.Ali and Ray (2008) in their paper made 

an attempt to identify the gap between available 

and desired features in terms of existing products 

and services in life insurance. They conducted a 

study to find out the general awareness level of 

various saving and investment instruments and the 

relative importance of factors that affect the 

purchase decisions of a customer buying a life 

insurance product. NaniJaveri (2006) observed 

that the high return policies and post - sale 

advisory interactions such as frequent contact, 

expertise and guidance in financial planning and 

friendliness increases the policyholder„s 

satisfaction. 

H0: There no relationship between policy 

featuresand life insurance consumption 

H1: There is relationship between policy 

featuresand life insurance consumption 

 

 

Relationship between trust on insurance 

agentand life insurance consumption 

Parmjit and Meenakshi (2010) study 

explores factors which are important determinants 

of customer satisfaction in case of life insurance 

customers, to see how much effect the factors 

have on overall customer satisfaction; and they 

identified the common grievances of customers 

with regard to their life insurance policies. 

Govind (2009) stated that customer service 

management is an important area of insurance 

industry. He observed that today„s customer buy 

his ultimate satisfaction, not the product and it is 

essential to build trust and create confidence in 

buyer about the product bought by him. The 

author also feels that a company„s corporate 

culture should be based on 6„s C, which is 

communication, cooperation, cheerfulness, 

credibility, challenge and continuity. 

Arora (2008) in her thesis attempted to 

study the perception of customers towards the 

service quality of five selected life insurance 

companies and also performed a comparative 

analysis of the advisory services by the life 

insurance agents and bank employees selling the 

life insurance products. Service quality is a factor 

used to measure how well services actually 

performed compared to customer expectations 

(Olsen et al. 1978). However, it is very rare to 

gain customers who increasingly demand for high 

service quality from life insurance providers 

(Sherden 1987), even though the life insurance 

service providers„ attributes are positively related 

to customers perceived relationship quality (Yen 

et al. 2012). Customer satisfaction is found to be 

an important tool to create and maintain loyal 

customers (Aurand et al. 2004). Loyal customers 

contribute more to high and repeated purchases 

(Hui & Law 2003).  

H0: There no relationship between trust on 

insurance agentand life insurance consumption 

H1: There is relationship between trust on 

insurance agentand life insurance consumption 

 

Relationship between premium charged and 

flexibility in premium paymentand life 

insurance consumption 

NaliniPravaTripathy (2006) in her study 

examined the satisfaction level of customers and 

agents regarding the customer service offered by 

the company. She founds that majority of the 

customers are dissatisfied with the services of 

insurance company due to the non - availability of 

flexible mode of premium payment, policies 

offered are not up to their need and lack of 
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multiple channels like brokers, banc assurance, 

corporate agents for professional approach 

towards customers. 

DeepikaUpadhyaya and Manish Badlani 

(2011) carried out a study with a view to identify 

customer satisfaction in retail life insurance in 

India. They identified that the customers are more 

satisfied with the pricing factor followed by 

employee competence, product and service, 

technology, physicalappearances, trust, service 

delivery, advertising and service management. 

H0: There no relationship between premium 

charged and flexibility in premium payment and 

life insurance consumption 

H1: There is relationship between premium 

charged and flexibility in premium payment and 

life insurance consumption 

 

 

Relationship between efficiency on claim 

settlementand life insurance consumption 

Malhotra (2005) in his survey portrays that 

plans with low premium, high returns, effective 

and speedy claim settlement as well as enriched 

timely services of agents influence the satisfaction 

level of policyholders.Pillai (2004) in his study 

portrayed that customers‟ awareness on policies 

and facilities, effective claim settlement and 

agents‟ response to the customer needs do 

influence their level of satisfaction.Dharmendra 

Singh (2011) in his study revealed that quick 

claim settlement, convenient payment system and 

better complaint redressed are the important 

factors which influences the policyholders‟ 

satisfaction. 

H0: There is no relationship between efficiency on 

claim settlement and life insurance consumption 

H1: There is a relationship between efficiency on 

claim settlementand life insurance consumption 

 

RESEARCH METHODOLOGY 

 

 Primary data was used in this study to 

ascertain the factors that influence life insurance 

consumption.In this study, questionnaires will be 

utilized as information gathering technique. 

Questionnaires will be distributed in hard copy as 

well as through social media channels. Before 

genuine test led, 15 pilot tests have been given to 

a portion of the respondents. An example size of 

300 was assembled in information gathering stage. 

 

Spearman Correlation Test 

 
Table 1: Correlation between trust on insurance company and life insurance consumption 

 

Table 1 shows that the correlation 

coefficient, r is 0.425, which indicates a moderate 

positive relationship between trust on insurance 

company in adopting life insurance consumption. 

The value of R
2
 for this relationship is 0.1806, 

which implies that 18.06% of variability in the 

consumer trust in adopting life insurance 

consumption is influenced by trust on insurance 

company. The p value is <0.05, which indicates a 

significant relationship.  
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Table 2: Correlation between policy features and life insurance consumption 

  

Based on table 2, the correlation 

coefficient, r is 0.431, which indicates a moderate 

positive relationship between the consumer trust 

in adopting life insurance consumption and policy 

features. The value of R
2
 for this relationship is 

0.186, which implies that 18.6% of variability in 

the consumer trust adopting life insurance 

consumption is influenced by policy features. The 

p value is <0.05, which indicates a significant 

relationship. 

 

 

Table 3: Correlation between trust on insurance agent and life insurance consumption 

 

The correlation coefficient, r in table 3 is 

0.533, which indicates a moderate positive 

relationship between life insurance consumption 

and trust on insurance agent. The value of R
2 

for 

this relationship is 0.2841, which implies that 

28.41% of variability in the consumer trust in 

adopting life insurance consumption is influence 

by trust on insurance agent. The p value is <0.05, 

which indicates a significant relationship. 

 
Table 4: Correlation between premium charged and flexibility in premium payment and life insurance 

consumption 

 

The correlation coefficient, r is 0.268, 

which indicates a moderate positive relationship 

between life insurance consumption and premium 

charged and flexibility in premium payment. The 

value of R
2 

for this relationship is 0.0718, which 

implies that 7.18% of variability in the consumer 

trust in purchasing life insurance is influenced by 

premium charged and flexibility in premium 

payment. The p value is <0.05, which indicates a 

significant relationship. 
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Table 5: Correlation between excellent claim settlement and life insurance consumption 

 

The correlation coefficient, r is 0.397, which 

indicates a moderate positive relationship between 

life insurance consumption and excellent claim 

settlement. The value of R
2 

for this relationship is 

0.1576, which implies that 15.76% of variability 

in the consumer trust in purchasing life insurance 

is influenced by premium charged and flexibility 

in premium payment. The p value is <0.05, which 

indicates a significant relationship. 

 

Multiple regression 

 
Table 6: Multiple Regression Result 

 

The table 6 shows the multiple linear 

regression model summary and overall fit 

statistics. We find that the adjusted R
2
 of our 

model is 0.350 with the R
2 

= 0.383. This means 

that the model explains 38.3% of the variance in 

the data. The Durbin-Watson d= 1.741 which is 

between the two critical values of 1.5< d <2.5. 

Therefore, from this multiple linear regression 

data we suppose that there is no first order linear 

auto-correlation. 

 

 
Table 7: Coefficients 
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The information in the table 7 above also 

allows to check for multicollinearity in our 

multiple linear regression model. Tolerance 

should be more than 0.1 for all variables, which 

they are all above 0.1. The tolerance for the 

variable trust on insurance company is 0.865 and 

for the policy features variable is 0.623.  The 

tolerance for the trust on insurance agent is 0.684 

and 0.735 for the premium charged and flexibility 

in premium payment variable. Lastly, the 

tolerance for the variable excellent claim 

settlement is 1.000. The VIF all are less than 10 

which means there is no multicollinearity in this 

model. 

 

RESEARCH FINDINGS 

Relationship between trust on insurance 

company and life insurance consumption 

This research found that there is a 

significant relationship between the trust on 

insurance company and the consumption of life 

insurance in which the p-value shows the in the 

multiple linear regression test is 0.005 which is 

smaller than 0.05 (refer to table 7). The result 

means the trust on insurance company is affecting 

the individual consumption of life insurance. 

Athma.P.et all (2007) and 

BejonMisrasupported this finding as policyholders 

trust life insurance corporation of India since 

many generations acceded from their personal or 

family experiences. This shows that the role 

played by insurance companies is very 

important.They were more confidence in the 

insurance company recommended by friends, 

compared to strangers. 

 In this study, many respondents thought 

they would choose to insure a large insurance 

company. Large insurance companies may also 

operate various insurances such as life insurance, 

critical illness insurance, saving insurance, general 

insurance. Small insurance companies may 

operate some of these types of insurance only. So 

in terms of convenience, big insurance companies 

will be much better at this point. With a small 

insurance company, you may need to purchase 

insurance from several insurance companies to 

cover all aspects of your family. 

The business outlets of large insurance 

companies may be spread all over the country, 

while the service level and workflow are more 

standardized. However, many small insurance 

companies may only cover some provincial 

capitals and municipalities, which is relatively 

complicated for claims and after-sales.The various 

insurances of large insurance companies, due to 

the large number of people buying, will be 

relatively complete and rich in information such 

as terms, points of attention, and experience. Henc

e, it will be convenient to analyse and 

organize yourself at the time of purchase. 

 

Relationship between policy features and life 

insurance consumption 

Based on table 7, there is no significant 

relationship between the policy featuresand the 

consumption of life insurance which the p-value 

shows the in the Multiple Linear Regression is 

0.194which is greater than 0.05. The result shows 

that the policy featuresis not affecting the 

individual consumption of life insurance. 

However, Ali and Ray (2008) in their 

paper made an attempt to identify the gap between 

available and desired features in terms of existing 

products and services in life insurance. Many 

insurance companies now offer competitive 

insurance and are more attractive to consumers. 

As insurance products become more and more 

popular, people's insurance awareness is getting 

higher and higher, and old insurance products can 

no longer meet the needs of modern people. 

Therefore, many people pay attention to the 

details of insurance before purchasing insurance. 

The contradict result of this study may be due to 

smaller sample size used compared to past 

researchers. 

 

Relationship between trust on insurance 

agentand life insurance consumption 

This research found that there is a 

significant relationship between the trust on 

insurance agent and the consumption of life 

insurance. The p-value (0.001) shows in table 7 

indicated that the trust on insurance agent is 

affecting the individual consumption of life 

insurance. 

Service quality is a factor used to measure 

how well services actually performed compared to 
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customer expectations (Olsen et al. 1978). 

However, it is very rare to gain customers who 

increasingly demand high service quality from life 

insurance providers (Sherden 1987), even though 

the life insurance service providers„ attributes are 

positively related to customers perceived 

relationship quality (Yen et al. 2012). Customer 

satisfaction is found to be an important tool to 

create and maintain loyal customers (Aurand et al. 

2004). Loyal customers contribute more to high 

and repeated purchases (Hui & Law 2003).  

Insurance agents are the assembly point for 

all insurance company products. Their service is 

to provide professional and objective advice, 

which is impossible for insurance companies per 

se to do on its own. The insurance agent, 

according to the needs of customers, recommends 

the appropriate products that are most suitable for 

them, and builds the brand with professional 

services. Compared with the personal marketing 

team of insurance companies, multi-agent is the 

advantage of professional insurance agents.The 

insurance agents bring together the superior 

products of various insurance companies, making 

it easy for customers to purchase insurance 

products on a wider scale. Insurance agents have a 

wide range of business, from life insurance, 

medical insurance, property insurance to vehicle 

insurance. Therefore, as long as you find an 

insurance agent, you can give them the insurance 

items you need. This one-stop service saves 

customers time, effort and money. 

In the claim phase, the insurance agent 

stands on the intermediary side. For the 

development of the business, the most important 

consideration is the customer's interests and 

satisfaction, which is inclined to the customer. 

The insurance company's business personnel first 

consider the interests of the company and are 

inclined to the insurance company. The insurance 

agent plays the role of supervision, supervision 

and impartiality in the claims phase. In the event 

of unfair claims, the insurance agent can find the 

relevant terms and evidence on behalf of the client 

and act on behalf of the client to file a lawsuit 

with the court. 

Although there have been many cases in 

which insurance agents have deceived customers 

in Malaysia, many people have lost confidence in 

insurance products, but despite this, many people 

hope to get advice from insurance agents when 

they buy insurance. Many people want to buy 

insurance to protect themselves and their families, 

so they still need professional advice. Choosing 

good insurance agents is their priority, because 

good insurance agents can solve customer 

problems, and they also want insurance agents to 

solve problems for them, such as claims. 

 

Relationship between premium charged and 

flexibility in premium paymentand life 

insurance consumption 

As indicated in table 7, there is a 

significant relationship between the premium 

charged and flexibility in premium payment and 

the consumption of life insurance which the p-

value shows the in the multiple linear regression 

testing is 0.718 which is greater than 0.05. The 

result bringing the meaning of the premium 

charged and flexibility in premium payment is not 

affecting the individual consumption of life 

insurance. This result contradicts to past 

researchers and answers received from the 

questionnaires. 

NaliniPravaTripathy (2006) in her study to 

examine the satisfaction level of customers and 

agents regarding the customer service offered by 

the company. She finds that majority of the 

customers are dissatisfied with the services of 

insurance company due to the non - availability of 

flexible mode of premium payment.From the 

above research, the scalability of premiums has a 

great impact on customers' choice to purchase 

insurance. Customers want to pay premiums in the 

most convenient way, such as by credit card, bank 

transfer, and automatic debit. Previously, when 

customers had to pay premiums, they needed to 

pay insurance premiums to the insurance company 

or write a check to the insurance agent, who 

would pay the premium on behalf of the customer. 

Such payment methods have also caused a lot of 

problems. For example, the insurance agent has 

received the customer's premium but has not 

repaid the premium for them, taking the premium 

as their own. Therefore, after many customers 
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received a letter from the insurance company to 

inform them that the insurance had been lapsed, 

they realized that their insurance agents did not 

repay the premium for them, and the insurance 

agent could not be contacted anymore. Not only 

that, manual paying premiums tends to make 

customers forget on the payment and still cause 

insurance to be surrendered. Therefore, many 

people will consider the repayment method and 

flexibility of insurance before purchasing 

insurance. 

In addition, through the questionnaire, 

respondents were more prefer the short payment 

term policy instead of whole life policy. This is 

because many people donot want premiums to be 

their burden, so they hope to pay off their 

premiums in the short period of time. In recent 

years, many insurance companies have introduced 

short payment term insurance, with five years 

payment term, ten years payment term, and etc., to 

attract more customers to purchase insurance. 

 

Relationship between efficiency on claim 

settlementand life insurance consumption 

This research found that there is a 

significant relationship between efficiency on 

claim settlement and the consumption of life 

insurance which the p-value shows in table 7 is 

0.000 which is smaller than 0.05. The result 

indicated that the efficiency on claim settlement is 

affecting the individual consumption of life 

insurance. 

Dharmendra Singh (2011) in his study 

revealed that quick claim settlement, convenient 

payment system and better complaint remedies are 

the important factors which influences the 

policyholders‟ satisfaction.Claims are the last link 

before the end of the insurance contract, so it is 

also the focus of the problems accumulated in the 

previous period. The unreasonable product design 

terms and the inadequacy of the agent's 

explanations all lead to failure in claim settlement 

according to the customer's expectations after the 

insurance. Therefore, as the ratio of claims 

increases, the importance of claims becomes more 

and more prominent. If the satisfaction of claims 

is not effectively improved, the contradictions will 

intensify. Controversy over the definition of major 

illnesses in the past major illnesses and the 

preservation of life and death is also derived from 

this. 

From the perspective of long-term 

development, claims are an important part of 

realizing the value of life insurance; life insurance 

companies should plan ahead and study effective 

measures to improve the satisfaction of claims. 

Claims are a period of high frequency of 

interaction between consumers and life insurance 

companies. Since consumers in the claims phase 

are generally experiencing a crisis, if life 

insurance companies can help and let consumers 

feel the value of life insurance services, they can 

become a “surprise” factor and greatly increase 

consumer satisfaction with the company.  

Obviously, when the crisis comes, 

consumers must hope to get insurance 

compensation in time to resist risks and enhance 

their sense of security. However, the current 

situation is that many life insurance companies, 

after a programmatic and standardized 

investigation and evidence collection, and then 

compensate, consumers cannot feel the protection 

of insurance. At this time, or the crisis has been 

resolved, the role of compensation is not obvious; 

or because the failure to get compensation in time 

has caused the deepening of the crisis, and even 

irreparable, the compensation for “late” has not 

helped. The survey data showed that life insurance 

companies have been slow to respond to claims, 

and they are unable to reach a tacit understanding 

with consumers in a timely manner, which has 

greatly affected consumers' satisfaction and 

loyalty to the life insurance industry. 

Insurers effectively control risks in the 

claims section and prevent fraudulent activities, 

which is a concentrated expression of the 

company's professional capabilities and norms. 

Controlling risk can reduce customer experience if 

the procedures are cumbersome, the approval is 

complicated, and the waiting time is long. 

Standing on the customer's standpoint, effectively 

discovering and refusing to swindle a customer, 

may result in a decrease in the satisfaction 

andtrustworthy. Since the claims section is more 



 

January - February 2020 

ISSN: 0193 - 4120 Page No. 779 - 791 
 

 

789 Published by: The Mattingley Publishing Co., Inc. 

about the review of documents, not on the scene, 

it is not really effective to prevent risks. 

 

RECOMMENDATION AND CONCLUSION 

The study assessed the determinants of life 

insurance spending in the Malaysian market and 

found that the variables that mostly influence the 

determinants are trust on insurance company, trust 

on insurance agent, and efficiency on claim 

settlement. The other two variables which are 

policy features and premium charged and 

flexibility in premium payment do not influence 

the life insurance consumption. 

Most studies have found that trust on 

insurance agent is one of the important variables 

affecting life insurance consumption. This is 

because the respondents to the study they donot 

have an insurance background and they do not 

have depth understanding of the importance of 

insurance. When they intend to purchasing life 

insurance, they hope they can get professional 

advice from the insurance agent. This is one of the 

main reasons why life insurance Malaysia market 

penetration still low. Therefore, this may be a 

useful indicator for the policy makers and 

insurance companies in promoting the insurance 

market in Malaysia,Life Insurance Company and 

Insurance Association Malaysia should enhance 

insurance agent‟s quality and make sure they do 

not misleading the customer when propose a plan. 

This recommendation is different from other 

studies because usually other researchers do not 

focus on variables that are not important when 

interpreting the research model. 

In addition, the impact of raising public 

awareness of the importance of insurance is 

discussed in this study. This will be the main 

suggestion to the policy makers and insurance 

companies to increase the penetration rate of 

insurance and reach the National Bank's insurance 

coverage rate of 75% by 2020. 

 

REFERENCES 

 

1. Banyan (2012). How to Compute 

Appropriate Sum Assured for Your Life 

Insurance. Retrieved August 3, 2014, 

fromhttp://insight.banyanfa.com/compute-

sum-assured-for-life-insurance/# 

2. Beck, T., & Webb, I. (2003). Economic, 

Demographic and Institutional 

Determinants of Life Insurance 

Consumption across Countries. The World 

Bank Economic Review, 17(1), 51-88. 

 

3. Berekson, L. L. (1972). Birth Order, 

Anxiety, Affiliation and the Purchase of 

Life Insurance. Journal of Risk and 

Insurance, 39, 93-108. 

4. Bernheim, B. D. (1991). How Strong Are 

Bequest Motives? Evidence based on 

Estimates of the Demand of Life Insurance 

and Annuities. Journal of Political 

Economy, 99, 899-927. 

5. BNM (2012). Insurance Annual Reports. 

Retrieved August 3, 2014, from 

http://www.bnm.gov/insurance, 2000-2012. 

6. Bobbie, L. (2007). Sampling: What is it? 

Quantitative Research Methods, ENGL 

5377, Spring. 

7. Bobko, P. (2001). Correlation and 

regression: Applications for industrial 

organizational psychology and 

management (2nd ed.). Thousand Oaks, 

CA: Sage Publications. 

8. Bonett, D. G. (2008). Meta-analytic 

interval estimation for bivariate 

correlations. Psychological Methods, 13(3), 

173-181. 

9. Browne, M. J., & Kim, K. (1993). An 

International Analysis of Life Insurance. 

The Journal of Risk & Insurance, 60(4), 

616-634. 

10. Burns, A. C., & Bush, R. F. (2006). 

Marketing Research (5th Ed). New Jersey: 

Pearson Prentice Hall 

11. Burnett, J. J., & Palmer, B. A. (1991). 

Examining Life Insurance Ownership 

through Demographic and Psychographic 

Characteristics. Journal of Risk and 

Insurance, 51, 453-467. 

12. Castillo, J. J. (2009). Non-Probability 

Sampling. Retrieved from Explorable. 

http://explorable.com/non-probability-

sampling 

http://insight.banyanfa.com/compute-sum-assured-for-life-insurance/
http://insight.banyanfa.com/compute-sum-assured-for-life-insurance/
http://explorable.com/non-probability-sampling
http://explorable.com/non-probability-sampling


 

January - February 2020 

ISSN: 0193 - 4120 Page No. 779 - 791 
 

 

790 Published by: The Mattingley Publishing Co., Inc. 

13. Catalan, M., Impavido, G., &Musalem, A. 

(2000). "Contractual Savings or Stock 

Market Development: Which Leads?" 

Policy Research Working Paper 

2421.World Bank Financial Sector 

Development Department, Washington 

D.C. 

14. Chan, S.C (2004). Making insurance a way 

of life in China: How culture matters in 

creating a market. Northwestern 

University, ProQuest, UMI Dissertations 

Publishing, 2004. Retrieved June 28, 2014, 

from 

http://search.proquest.com.libezp.utar.edu.

my/pqdtft/docview/305138059/B 

15. 7E1FC471C414CF1PQ/7?accountid=5020

7 Chen, P. Y., & Popovich, P. M. (2002). 

Correlation: Parametric and 

nonparametric measures. Thousand Oaks, 

CA: Sage Publications. 

16. Cheung, M. W. -L., & Chan, W. (2004). 

Testing dependent correlation coefficients 

via structural equation modelling. 

Organizational Research Methods, 7(2), 

206-223. 

17. Churchill, G. A., &Iacobucci, D. (2009). 

Methodological Foundations. Cengage 

Learning. 

18. Cochran, W. G. (1953). Sampling 

Techniques. New York: John Wiley 

&Sons,Inc. 

19. Cohen, J., Cohen, P., West, S. G., & Aiken, 

L. S. (2003). Applied multiple 

regression/correlation analysis for the 

behavioural sciences. (3rd ed.). Mahwah, 

NJ: Lawrence Erlbaum Associates. 

20. Cooper, D. R., & Schindler, P. S. (2006). 

Business Research Methods (9 edition). 

McGraw-Hill Publishing. 

21. Duker, J. M. (1969). Expenditures for life 

insurance among working-wife families, 

Journal of Risk and Insurance, 36, 525-533. 

22. Gandolfi, A. S., & Miner, L. (1996). 

Gender-Based Differences in Life 

Insurance Ownership. Journal of Risk and 

Insurance, 63, 683-693. 

23. George, D., &Mallery, P. (2005). SPSS for 

Windows Step-By-Step: A SimpleGuide 

and Reference 11.0 update (4th ed.). 

Boston: Allyn and Bacon. 

24. Haavelmo, T. (1943). The Statistical 

Implications of a System of Simultaneous 

Hair, J., Black, W., Babin, B., Anderson, 

R., & Tatham, R. (2006). Multivariatedata 

analysis (6th ed.). Uppersaddle River, N.J.: 

Pearson Prentice Hall. 

25. Fidelity Investment (2013). What Is Life 

Insurance?. Retrieved August 3, 2014, 

from https://www.fidelity.com/life-

insurance-planning/what-is-lifeinsurance 

26. Hair, J. F., Babin, B. J., Money, A. H., & 

Samouel, P. (2003). Essential ofBusiness 

Research Methods. United Stated of 

America: John Wiley & Sons,Inc. 

27. Hwang, T., & Greenford, B. (2005). A 

Cross-Section Analysis of the 

Determinants of Life Insurance 

Consumption in Mainland China, Hong 

Kong, and Taiwan. Risk Management and 

Insurance Review, 8(1), 103-125. 

28. Jacobs-Lawson, J. M., Waddell, E. L., & 

Webb, A. K. (2011). Predictors of Health 

Locus of Control in Older Adults. Current 

Psychology, 30(2), 173-183. 

29. Lancaster, G., Dodd, S., & Williamson, P. 

(2004). Design and Analysis of 

PilotStudies: Recommendations for Good 

Practice. Journal of Evaluation in 

30. Clinical Practice, 10(2), 307-12. 

31. Larry. L. & Gary. C & Anthony. D (2013). 

The Numbers Behind “Young Invincible” 

and the Affordable Care Act. Retrieved 

August 2, 2014, from http://kff.org/health-

reform/perspective/the-numbers-behind-

younginvincibles-and-the-affordable-care-

act/LDHN (2010). Retrieved August 3, 

2014, from 

http://www.hasil.gov.my/goindex.php?ku

mp=5&skum=1&posi=5&unit=1&sequ=1 

Leung, W. C. (2001). How to design a 

questionnaire. StudentBMJ, 9:187-9. 

32. Li., Donghui, Moshirian, F., Nguyen, P., & 

Wee, T. (2007). The Demand for Life 

Insurance in OECD. The journal of Risk 

and Insurance, 74, 637-652. 

33. LIAM (2011). Performance Of Life 

Insurance Industry In 2010/ 2011. 

Retrieved July 5, 2014, from 

http://www.liam.org.my/pdf/InForce2011.

pdf 

https://www.fidelity.com/life-insurance-planning/what-is-lifeinsurance
https://www.fidelity.com/life-insurance-planning/what-is-lifeinsurance


 

January - February 2020 

ISSN: 0193 - 4120 Page No. 779 - 791 
 

 

791 Published by: The Mattingley Publishing Co., Inc. 

34. LIAM, UKM (2013). 2012 

Underinsurance Study In Malaysia. 

Retrieved July 5,2014, from 

http://www.liam.org.my/pdf/gapreport-

draft.pdf 

 

35. Life Insurance Quotes (2014). Retrieved 

August 3, 2014, from 

http://www.mylifeinsurancequotes123.co

m/life-insurance-definition/ Malhotra, N. 

K. (1996). An Applied Orientation. 

Prentice Hall. 

36. Martin, B. A., Veer, E., &Pervan, S. J. 

(2007). Self-referencing and consumer 

evaluations of larger-sized female models: 

A weight locus of control perspective. 

Marketing Letters, 18(3), 209-297. 

37. Medindia (2014). Sum Assured and 

Maturity Value - Insurance Glossary. 

38. Retrieved August 3, 2014, from 

http://www.medindia.net/insurance/sumass

ured- and-maturity-

value.htm#ixzz39R3neA8R Min, L. 

(2008). Factors Influencing Households' 

Demand for Life Insurance. 

39. Faculty of the Graduate School at the 

University of Missouri-Columbia. 

40. Mezick, E. M. (2007). Return on 

Investment: Libraries and Student. The 

Journal of Academic Librarianship, 33(5), 

561-566. 

41. Nesterova, D. (2008). Determinants of the 

Demand for Life Insurance: Evidence from 

Selected CIS and CEE Countries. 

42. O'brien, R. M. (2007). A Caution 

Regarding Rules of Thumb for Variance 

Inflation Factors. Quality & Quantity, 

41(5), 673-690. 

43. Raina. N (2011). Closing the Gender Gap. 

Retrieved August 2, 2014, from 

http://www.theedgemalaysia.com/manage

ment/195658-closing-the-gendergap.html 

44. Zikmund, W. G. (2003). Business 

Research Methods (7 Edition). South-

Western Publishing. pp. 54, 55, 65, 402, 

738. 

http://www.theedgemalaysia.com/management/195658-closing-the-gendergap.html
http://www.theedgemalaysia.com/management/195658-closing-the-gendergap.html

