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ABSTRACT

People around the globe nowadays realized the importance of health insurance since uncertainty
becomes the order of the day, especially in the midst of current pandemic which raise the awareness
and the need for this risk financing strategy to mitigate the potential loss exposure in the future.
However, the preference and choice of favorable insurance companies may affect the performance of
various insurance companies in the industry while some peoples deemed as no needs for health
insurance. To understand this trend, this research was developed to examine the relationships of
purchase intention factors such as functional quality, technical quality, reputational quality and price
among customers in Klang Valley, Malaysia. This research also aims to assess how these factors may
influence the customers’ purchase intention towards health insurance. A 380 questionnaire data from
respondents in Klang Valley, Malaysia were randomly collected and analyzed accordingly using Pearson
Correlation Coefficient and ANOVA to answer the research questions. The analysis revealed a
significant and positive relationship between functional quality, technical quality, reputational quality
and price with the customers’ purchase intention of health insurance. However, interestingly the price
factor showed an inverse impact on purchase intentions and denominated by reputational quality
factor. This research provides some major implications. First, this study helps the insurance industry
to formulate marketing strategies that can attract potential customers to participate in the health
insurance coverage, retain customers and thus, increase profitability. Second, the suitability of factors
such as functional quality, technical quality, reputational quality and price in the previous theories and
literatures on the insurance industry were proven in this research.

Keywords: Purchase intention, functional quality, technical quality, reputational quality, price.

67



INTRODUCTION

Insurance industry lived in circumstances that are characterize by a highly competitive nature among them.
Currently, a total of 29 insurance companies were established in Malaysia which listed 15 general insurance
companies, 7 life insurance companies and remaining 7 companies practiced both life and general insurance
(BNM, 2020). While, the insurance penetration rate in Malaysia is currently only around 41% (NST, 2019). As
these insurance companies face the main challenge to increase competition from traders of the global trend to
create a larger, more advanced international insurance company and focus on the core competency field, the
ability of these insurance companies to survive in the market lies in their ability to respond on the change and
interact with its givens. For example, the fierce competition among insurers in the industrial and non-insurance
institutions such as banks as well as the dynamic changes in technology derived the insurance companies to

modify their products to gain a competitive advantage in the market (Yakob, 2010).

PROBLEM STATEMENT

In the context of health insurance industry, which insures against several illnesses and guaranteed to stay
financially secure should ever require treatment, the evolution was dynamic and the industry had to respond
radically to the ever-changing global environment as health becomes a major concern on everybody’s mind these
days with skyrocketing medical expenses. However, the statistics of National Health and Morbidity Survey (NHMS
2019) reported that only 22% of the population are insured with personal health insurance while 35.9% of
Malaysian populations were deemed not necessary for health insurance as the reason for not owning personal
health insurance (MOH, 2019). Therefore, it is imperative for the health insurance companies to acquire new
customers while retain the existing ones. Retaining customers not only made the insurance company profitable,
it helps offset new customer recruitment advertising and marketing costs.

Hence, the needs and desires of customers need to be formulated and formed in the light of their
economic, cultural and social reality, the relationship became strong between the industry's ability to continue
and survived, and its ability to produce services fit in with the changing and developing needs of customers. Thus,
the management of the company must operate under the belief that the ability to develop leads to survive,
because the provided service aims to meet the clients’ needs and desires. In other words, one of the surviving
factors was that the provided services should meet the clients’ needs. The satisfaction of services quality
provided by the organization became a necessary at which its importance increased by increasing the needs,
desires and expectations of customers while becoming a high priority among researchers to monitor the quality

of services in all respects.

PURCHASE INTENTION

Purchase intention refers to the probability, the degree of willingness and inclination of consumers to buy a
product or service within a certain period (Dodd, 2011). It also defines as a conscious plan made by an individual
to make an effort to purchase a brand (Spears & Singh, 2004). The concept of purchase intention often rooted in

psychological and behavioral studies of Planned Behavior Theory (TPB) developed by Ajzen (1991) which stated



that purchase intention is determined by individual attitude, subjective norm and perceived behavioral control.
These three factors are well accepted to predict intention and the ensuing predicts behavior (Ajzen, 1991).
However, there are debates among researchers that argued on the narrow view of the TPB's sufficiency
and suggested relevant external factor thus modify the existing theory to increase the predictive ability on
intention such as satisfaction (Hasbullah, 2014). Satisfaction is defined as a person’s feeling either pleasure or
disappointment which resulting from comparing a product’s performance (outcome) with his or her
expectation (Kotler & Keller, 2006). Previous research by Noormariana et al. (2019) set the customer satisfaction
as mediating effect between these three factors and the planned behavior as the satisfied customers are more
likely to return to the same place for transactions and more willing to share their positive experiences with
others. While, Duodu & Amankwah (2012) outlines the determinants of customer satisfactions which include

functional quality, technical quality, reputational/image quality and price.

FUNCTIONAL QUALITY
Functional quality is defines as intangible human interactions that take place during the production and
consumption of services in response to how the service was delivered and created (De Keyser & Lariviere, 2014).
This study defines functional quality as how the customers get the technical outcome. This is important to the
customer views of service that has been received by them. There are several sub factors to be considered under
functional quality such as reliability and responsiveness. Reliability can defined as the ability to deliver the service
dependably and accurately to the customers while responsiveness defined as the willingness to help the
customers and provide prompt service to the customers (Santos, 2003). Previous research by Olaoye (2017) also
described that functional quality service had a direct impact on customer satisfaction. The result is in line with
Kecek & Akinci (2016) which highlighted that functional quality as a process that identifies customers’ needs and
requirements correctly.

H1: The higher satisfaction level on functional quality will results in higher the level of customer

purchase intention.

TECHNICAL QUALITY
Technical quality refers to the quality of what a customer actually receives as a result of his/her interaction with
the service firm (Gronroos, 2000). Al-Qudah (2013) stated that the satisfaction on technical quality is a process
of evaluating the service interaction that the clients received which could provide new information for the
management about the appropriateness of various services being delivered to customers. In the insurance
industry context, as an insurance being an intangible product, the technical quality depends upon its reliability
(Bogamuwa, 2019). Previous study by Ali (2016) found that technical quality has a greater relationship with guest
satisfaction thus had a positive impact on purchase intention.

H2: The higher satisfaction level on technical quality will results in higher the level of customer purchase

intention.



REPUTATIONAL QUALITY
The concept of organizational reputation plays a central role in an increasing number of studies in the
management literature (Floreddu & Cabiddu, 2014) which can be attributed by high quality product. Developing
and strengthening reputation required a systematic approach in which based on considering legal requirements,
market demand and information respective with the business process associates with the insurance service
(Oksana & Iryna, 2019). Good reputation of the insurance company is a clear approach to develop relationships
over time with customers and attract customers to stay loyal in purchasing the product or service.

H3: The higher satisfaction level on reputational quality will results in higher the level of customer

purchase intention.

PRICE
Price of the insurance, which also known as premium plays a significant role in the selection of insurance as risk
preferences and socioeconomic status, including income and education being key predictors of insurance.
Consequently, the price and insurance coverage ratio were always on the top priority on the customer's agenda
while searching for any insurance as the customer often expected more returns against the premium paid from
the insurance company (Maresova & Drahokoupil, 2001). Farangis et al. (2015) concluded that unfair price was
the most important factor in customer rejection of products, which were followed by quality of services and then
convenience; influencing customer intention. This study defines price as the amount paid for the consumption
of product or service.

H4: The higher satisfaction level on product/service price will results in higher the level of customer

purchase intention.

METHODOLOGY
Estimating 22% from the total population of 8,42,1800 residents in Klang Valley (NHMS, 2019), this study
randomly asked 380 from residents in Klang Valley, Malaysia which included Selangor, Putrajaya dan Kuala
Lumpur to answer the questionnaires. According to Krejcie & Morgan (1970), the reasonable number of sample
for population larger than 1 million is 384 samples but, data that has an 80% response rate of respondents is
sufficient to be analyzed (Fincham, 2008). The questionnaire were divided into two main sections; the constructs
and demographic of respondents. In detail, section A which adapted from Duodu & Amankwah (2012) consists
of constructs functional quality, technical quality, reputational quality, price and customer purchase intention.
The 5- points of Likert scale was used for the independent variable constructs which allow the respondents to
identify the satisfaction level whether it was (1) much worse than expected, (2) worse than expected, (3) equal
to expectation, (4) better than expected and (5) much better than expected while purchase intention level was
scaled at (1) strongly disagree, (2) disagree, (3) less agree, (4) agree and (5) strongly agree.

In order to ensure the reliability of the instrument used, a pilot study had been conducted on 30 Klang
Valley residents and the results of Cronbach’s Alpha showed a range above 0.8; functional quality = 0.935,

technical quality = 0.903, reputational quality = 0.877, price = 0.890 and purchase intention = 0.913. Thus, this



result indicated the overall high internal consistency reliability for each construct. The data then was analyzed
using analysis of Pearson correlation test 2-tailed significance and multiple regression, ANOVA to answer the

research questions. The results on correlation were interpreted according to Hair (2007) as shown in Table 1.

Table 1. Rules of Thumb on Correlation Coefficient

Coefficient Range Strength of Association
10.91to +1.00 Very strong
+0.71 to £0.90 High
$0.41 to £0.70 Moderate
+0.21 to £0.40 Small but definite relationship
+0.00 to +£0.20 Slight, almost negligible

Source: Hair (2007)

RESULTS

The demographic features of this study include gender, age, occupation, monthly income, number of
insurance companies which respondents purchase their policies and other general questions on health
insurance. The following Table 2 outlines the demographic profiles of this study. The frequency of female
is 209 which accounts for 55% of all respondents. Hence, this indicates that the number of female
respondents is higher than male respondents. Next, it can be seen that majority of the respondents who
participated in the survey are between 41-45 years old which represents 28.4% of the total respondents
followed by age class of 36-40 years old (20.8%). Meanwhile, government servant and public sector
employees take up 37.6% and 41.6% respectively in respect to respondent’s occupation. In addition, the
respondents tend to be loyal as the table showed that majority of the respondents preferred only one

companies to manage their risk (67.4%).

Table 2. Summary of Demographic Profiles

Demographic Classification Frequency Percentage (%)
Gender Male 171 45.0

Female 209 55.0
Age 21-25 45 11.8

26-30 16 4.2

31-35 65 17.1

36-40 79 20.8

41-45 108 28.4

46 and above 67 17.6
Occupation Government servant 143 37.6

Private sector employee 158 41.6




Self-employed 68 17.9
Pensioner 11 2.9
Monthly Income Less than RM1,200 32 8.4
RM1,200-RM1,699 17 4.5
RM1,700-RM2,199 27 7.1
RM2,200-RM2,699 41 10.8
RM2,700-RM3,199 53 13.9
Over RM4,000 210 55.3
Number of Insurance Companies 1 company 256 67.4
2 companies 90 23.7
3 companies 29 7.6
4 companies 3 0.8
More than four 2 0.5
Own Medical Card Yes 357 93.9
No 23 6.1
Heard about Health Insurance Yes 375 98.7
No 5 1.3
Made Claim Before Yes 281 73.9
No 99 26.1
Intention to Purchase More Than One  Yes 264 69.5
Health Insurance No 116 30.5
Total 380 100.0

As presented in following Table 3, the correlation between satisfaction on functional quality and

customers’ purchase intention has significance high positive relationship (r = 0.787, p <.000). The

correlation is at 1% significant level indicates that there is a link between these two variables. Apart from

that, the value of r = 0.789, p <.000 also indicates that satisfaction on technical quality is highly related to

the customers’ purchase intention. Satisfaction on reputational quality (r = 0.832, p <.000) and price (r =

0.738, p <.000) both have a high positive relationship with purchase intention.

Table 3. Mean, Standard Deviation and Correlations

Factors M SD Functional ~ Technical Reputational Price Purchase
Quality Quality Quality Intention

Functional Quality 436 062 1

Technical Quality 433 0.68 0.853** 1

Reputational Quality  4.35 0.65 0.838** 0.865** 1

Price 430 0.69 0.868** 0.869**  0.853** 1

Purchase Intention 441 062 0.787** 0.789** 0.832** 0.738** 1




Note: **. Correlation is significant at the 0.01 level (2-tailed).

A multiple regression analysis is an analysis of association in which the effects of two or more independent
variables on a single, interval-scaled dependent variable are investigated simultaneously (Zikmund, 2010).
Table 4 showed a dimensions in predicting the independent variables towards the customers’ purchase
intention with R = 0.853, R square is 0.728 and adjusted R square are 0.725, which means that 72.8% of
the variance in customers’ purchase intention can be predicted by the independent variables of
satisfaction on functional quality, technical quality, reputational quality and price. While the Durbin
Watson test showed a result of 1.924 which between 1.5 and 2.5 and considered acceptable to indicate

that there is no autocorrelation between variables.

Table 4. Regression analysis

Adjusted Std. Error of R? F Sig. F Durbin-
Model R R? R? the Estimate Change Change dfl df2 Change Watson
1 .8532 728 725 .32428 728 251.40 4 375 .000 1.924

Table 5. Predicting Customers’ Purchase Intention

Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Model B Std. Error  Beta t Sig. Tolerance VIF
(Constant) 0.662 0.121 5.456 .000
Functional Quality 0.292 0.061 0.293 4.819 .000 .196 5.104
Technical Quality 0.194 0.059 0.212 3.300 .001 175 5.722
Reputational Quality ~ 0.517 0.058 0.540 8.965 .000 .200 5.011
Price -0.144 0.058 -0.161 -2.484 .013 172 5.816

Table 5 shows that only three key factors which are satisfaction on functional quality, technical quality
and reputational quality are significantly and positively influence customers’ purchase intention while
independent variable satisfaction on price indicate significance inverse influences towards customers’
purchase intention with p<.05. The result also showed all independent variable have a range of VIF
between 5.011 and 5.816 which indicated no multicollinearity between variables as the values of VIF that
did not exceed 10. The relationships can be denoted as the following equation from the analysis from the

table above:



Purchase intention = 0.662 + 0.292 (Functional Quality) + 0.194 (Technical Quality) + 0.517 (Reputational
Quality) - 0.144 (Price)

CONCLUSION

From the results of Pearson Correlation, the results showed that all the factors of the independent
variables have a positive significant relationship and also indicated a high relationship between the
independent variables and customer purchase intention towards health insurance in Klang Valley,
Malaysia. Moreover, the findings also showed how all these factors influence the customers’ intention to
purchase health insurance. However, this finding is not in line with some previous study, which found that
technical quality, and reputational quality does not affect the customers’ purchase intention, as the p-
value for the path coefficient is insignificant (Duodu & Amankwah, 2012).

The result also showed that price has the lowest significant effect among other independent
variables in influencing the customer purchase intentions towards health insurance. This result
inconsistent with the findings of NHMS 2019, which 43.3% of the respondents said they could not afford
to buy personal health insurance, thus indicates that the premium to be paid is a burden towards their
financial situation. The respondents for this study are not very concerned about the price of insurance
policy might because of majority respondents are among M40 or T20 groups (salary higher than RM4,000).
Those with high salary will not significantly affected by the change of premium in health insurance. To
increase the satisfaction toward price or premium to be paid, an insurance company should introduce
more products suitable for low-income group. Note that these products only cover the insured up to
certain limit and limited terms in order to fulfil the need of this B40 group.

Based on the information gathered from the study, the researchers have established several
implications that might useful in assisting insurance companies to increase the customer purchase
intention towards health insurance. As a health insurance has the most buyer in the insurance sector due
to the high protection, it is getting more and more important and popular since there are many benefits
of health insurance introduced to the market. Thus, it is necessary for the insurance companies to make
further improvements and used various marketing strategies to increase the customer awareness towards
health insurance products and services. Current implementation and promotion of affiliate system surely
will leads people to generate side income without becoming an agent or broker. Seeing this side job
opportunity will increase the awareness among Malaysian residents.

Besides, insurance company should also pay attention to the company reputation in order to
gather and attract more new customers. It is because insurance companies with strong positive reputation
will attract better the market as proven in this study findings. The customers are more loyal to buy broader
rangers of products and services because the market believes that this insurance company will deliver
consistent interaction, sustained earnings, future growth and higher of market value. The insurance
company also must improve the ability to meet expectations or else has to reduce insured expectations
by promising less because it takes many good deeds to build a good reputation, and only one bad one to

lose it.



Many business organizations underestimate the importance of technical quality in improving
customer purchase intention while focusing on the quality of products. As for improvement in customer
satisfaction on technical quality, insurance company should pay attention to the delivery of products that
fit the customers’ requirement and needs in order to create a long-term relationship and make a win-win
solution. So, both can benefit each other. The insurer can also dynamically use current technology to
improve the delivery of services such as provide free online quotation to introduce varieties of products.
This way will allows the experienced customers to independently purchase the policy that fit with their
demographic and needs; thus further attracting others by guiding or promoting the products in which
indirectly becoming an intermediary.

This research offers a number of recommendation for future research. First, this research might
be extended to explore in the customers satisfaction’ towards healthcare industry performance,
especially in the whole Malaysian region and not focusing only certain area. This extension will tends to
reduce the variance of health insurance purchase intention level among people in difference
demographic.

Besides that, future researcher can further their study by incorporate other independent variables
that can determine customer purchase intention towards health insurance company. However,
researchers need to cautiously choose the right independent variables as only the fitted variable can
improves the value of R2. Lastly, the researchers are highly recommended to conduct the survey face to
face as possible as current pandemic might restricts the research to do so. This implementation will reduce
the misunderstanding among the respondents when they interpret the questions in the questionnaire.
Furthermore, the researcher can personally evaluate the respondents’ honesty in completing the

questionnaire form.
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