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			LEVEL 7 ASSESSMENT SPECIFICATION 




Understanding the Determinants of Insurance Purchase Decision Making in HK

Christine Kuen Yeung

University of Wales Trinity Saint David


Introduction
Insurance and banking industry are the two key fundamental financial pillars for an economy. Banking industry helps people to manage short term risks and returns while insurance industry specializes on longer term risks and wealth accumulation. The interaction with an insurance company can be a lifelong horizon that navigating customers through their various life stage changes from graduation, marriage, building a family with children to retirement planning.  
Hong Kong is one of the most developed insurance markets in the world, about 165 authorized insurers (including 14 of the world's top insurance companies) doing business in Hong Kong. As at 30 September 2020, 165 authorized insurers in Hong Kong, of which 91 are pure general insurers, 53 are pure long-term insurers and the remaining 21 are composite insurers. For distribution channels, there are 2,365 licensed insurance agencies, 86,351 licensed individual insurance agents and 26,777 licensed technical representatives (agent).  In addition, there are 832 licensed insurance broker companies and 10,780 licensed technical representatives (broker) as at 30 September 2020. 
In 2019, Hong Kong’s per capita insurance premium, or insurance density, ranked first in Asia and second globally. Gross premium amounted to $566.9 billion (USD 62.8 billion), an increase of 10.2% over 2018. In addition, Hong Kong was fifth globally in terms of insurance penetration with a total penetration of 11% and life insurance penetration stood at 9.6% in 2020. 
Swiss Re carried out a survey aiming to estimate the health protection gap facing households. The protection gap created the burden of the gap on Hong Kong’s population. For Hong Kong, the health protection gap amounted to USD 23 million and the gap as percentage of average household income is 11.9%. 
With its mature insurance industry, Hong Kong expects to be a risk management centre for Belt and Road projects and an insurance business engine driver for Great Bay Area strategic development. 
On top of special geographic location of Hong Kong giving insurance market strong growth, customer demand is at an all-time high. In addition, COVID-19 has only strengthened the need for health protection. Public pension and medical protection shield provided by Government is on declining trend due to limited budget constraints. On the other hands, private healthcare expenditures are rising at average 8-10% inflation each year. The need for medical insurance continues to be strong and this trend is also speeded up by the COVID-19 crisis. Economic and demographic trends will also create tailwinds. The global middle class is quickly growing, bringing higher incomes, rising financial wealth, and increased risks to manage. By 2030, all baby boomers are going to reach retirement age of 65 or above, and many are foreseeable to outlive their retirement savings. The number of people reaching retirement age 60 is expected to grow by exceding 50%, from 900 million in 2015 to 1.4 billion in 2030. Furthermore, noncommunicable diseases which are mostly driven by lifestyle and behavior, such as heart diseases, diabetes and lung cancer, will represent 71% of all death cases globally every year resulting in an escalating proportion of mortality risk. I believe all of these factors will trigger life, annuities and health insurance companies to involve customers to better understand and meet their needs evolving at various life stages in order to optimize the business opportunities in the coming decade. 
However, even though customers understand the monetary and emotional benefits of getting insurance services and insurance company is well prepared to offer insurance services in fulfilling customer’s need for help in navigating their lives at various life stages, the insurance purchase decision is difficult and insurance product is complex to understand. The decision process is lengthy, time consuming and sometimes is influenced by emotions. 
This study attempts to understand the key underlying determinants of insurance product purchase process in Hong Kong. In particular, the research object (ie. dependent variables) of the study is customer behavior at two levels of insurance purchase process, ie. customer’s inclination to purchase and decision to purchase insurance services with an emphasis in Hong Kong insurance industry. A series of previous literatures in relation to the topic were examined to identify key determinants in terms of monetary, psychological and emotional factors influencing the insurance purchase decision. In order to achieve this objective, the research included a survey conducted using questionnaire format and the survey results were examined based on factor analysis and multiple regression analysis. In addition, this research also investigated the demographical and socioeconomical characteristics of participants that could impact customer decision making process from purchase inclination to actual purchase decision. 

The purpose of this research is to examine the key determinants of insurance purchase decision in Hong Kong. To my best knowledge, there is no similar research has been conducted for Hong Kong insurance market. In order to capture tremendous insurance market opportunities, it is highly desirable for insurance company to obtain extensive understanding of the behavioral characteristics of customer when considering to purchase insurance products and services. The research findings could assist the insurance company in efficiently allocating attention and resources among the key influencing factors consistent with customer priorities. In addition, the demographic segment analysis also added value to insurance company in helping them gain extensive knowledge of the behavioral characteristics of different demographic customer segments thus enabling insurance company to provide customized insurance services according to customer’s specific needs. These results can then be used for formulating effective strategies and actions to attain competitive advantage through making insurance purchase decision process more easier and customer friendly.

Literature Review
There are many different ways that people can manage risk to avoid unexpected events leading to a financial loss that may occur in their lives. A common way is to set aside some money from income or savings that will be used to overcome the possible adverse financial impact in the future. In fact, it is quite costly and not capital efficient to reserve a large amount of money for insuring unknown risks. Instead of putting money aside, people can choose to pay a small amount of money to buy an assurance to receive a large pay out in case any adverse events happening in the future. Thus, some companies innovate products that can serve a sense of security for financial protection to people. This product is called insurance. According to Zweifel (2012), insurance is called a business of uncertainty. Insurance is a useful risk management tool to cope with risk or uncertainty with negative consequences. Risk is defined as the danger of incurring losses, such as loss of an asset, loss of limbs, loss of health and loss of life. Insurance policy is a formal contract between two parties. One of the parties (the insured) purchases an insurance policy to transfer future risks to another party (the insurer) who accept and manage the risks transferred from the insured. The policy can be redeemed for money when the prescribed risk events covered under the policy do occur in future. The cost of the insurance policy is the insurance premium. The insured pays insurance premium to exchange for financial stability in the future. People are exposed to different kind of risks, of which there are three common types of risks that can be covered by insurance policy. It is called insurable risk.  
1. Mortality risk – insuring against early or premature death. 
2. Health risk – insuring again medical treatment cost or expenses incurring due to sickness 
3. Property and liability risk – insuring again financial impact due to loss of an asset or against various damages. 

As an effective risk management tool to reduce risk and uncertainty, Zweifel (2012) outlines insurance can provide the following benefits to individuals and society. 
1. Insurance provides financial means to make up the incurred losses hidden in life’s uncertainty.
2. Insurance provides stability income for retirement planning. 
3. Insurance serves as capital or wealth accumulation. 
4. Insurance provides financial relief to the society. Without insurance to protect individual from unexpected financial loss, the consequences of the risks will often be borne by the government. Therefore, insurance provides an efficient means for individuals to deal with risks rather than relying on the society to make up for the losses.  

Huber and Schlager (2011) claimed that decision-making process under uncertainty was one of the most challenging tasks face by consumers. Insurance is a business of uncertainty (Zweifel, 2012). Unlike normal commodity good which customer can see, touch and feel it, insurance is a concept providing a feeling of financial or psychological safety. However, it is a conflicting paradigm that customers don’t want to receive money from insurance (ie. adverse event happens) but at the same, they view insurance as an investment and feel it is not paying off (Kerjan et al, 2012). Kunreuther and Pauly (2005) mentioned that an individual regrets paying premiums and wasting money for insurance if the risk events do not materialize and may thus avoid insurance in order to avoid the feeling of disappointment. Ironically, if an individual does not buy insurance and the risk event occurs, then the person regrets not having an insurance or not buying enough insurance coverage. This conflicting thought adds to further confusion to customers in deciding to purchase insurance or not. Kunreuther et al (2013) stated that ‘insurance is a much more complicated financial product than a bank account or loan’. In view of the complexity of insurance product features, consumers lack the ability and confidence in understanding the complex product information given to make an optimal insurance purchasing decision. Insurance purchase decision is complex and difficult (Showers and Shotick, 1994). The complexities arise from issues such as evaluating the likelihood and magnitude of the covered risks, reviewing the personal financial needs, choosing an insurance product which is suitable and affordable according to their needs, assessing the insurance product price, quality, benefits and comparing different insurance products provided in the market. Furthermore, customers also face difficulties in understanding the risks because they cannot properly predict the probability and impact of highly questionable and largely unknown future risk events, therefore failing in adequately interpreting the risks correctly. Customers will usually conduct an evaluation between benefit they gain and cost they spend in the purchase decision process (Hasyim and Helmi, 2017). This evaluation process involves the exchange of what will be received and what will be sacrificed and only if customers think that what they get (ie. insurance coverage) is bigger than the value they are going to sacrifice (ie. premium, time, energy), customer would make the purchase decision of insurance services. Even though customer is furnished with the sufficient relevant product information, they would not be able to comprehend the information in order to make an informed decision due to the lack of insurance knowledge, time and effort associated with the process. 

Ulbinaite (2011) added that insurance services are both difficult for insurer to sell and also difficult for consumer to purchase. Huber and Schlager (2011) emphasized that “real world decision-making under risk and uncertainty presents one of the most challenging areas of research nowadays”. The recent studies start to investigate the underlying processes and influencing factors of customers’ decision-making, such as information-processing, emotions biases, attitudes towards insurance service provider’s competency and risk perceptions on insurance products. The consideration of monetary dimension is the most critical one, and the other factors such as social, psychological and emotional paly a less significant role in the foundation of the insurance consumer decision (Ulbinaite, 2011). For decision making relating to monetary terms, it implies that consumers assume to acheive financial return which is a stronger stimulus then the total goal of protection. Consumers tend to hope for a “dividend stream” from an insurance product and yet they don’t realize that “the best return on an insurance is no return at all” (Krantz and Kunreuther, 2007). 

I found that there are a number of customer research focusing on the determinates of life and health insurance purchase behavior conducted in India. Rajkumar and Kannan (2014) explored the factors that were influencing the purchase of life insurance with the help of 7Ps theory of service marketing and concluded that product (savings and life cover), price (value for money), place (accessibility of distribution channel), promotion (advertisement), people (agent’s behavior), physical evidence (office ambience) and process (complaint and customer service mechanism) have significant impact on purchase decision making. It was echoed by Dash (2013) evaluated buying behavior from different stakeholders’ views from customers, agents and insurers using 7Ps marketing framework. He argued that among the 7Ps framework, place and people were the most substantially correlated with customers’ buying behavior of insurance services. Sridevi (2012) examined the life insurance buying behavior from other perspectives and concluded that factors that influence buying life insurance were company loyalty, service quality, easy procedure, satisfaction level, company image and company client relationship. In addition, an empirical study was undertaken by Bhat and Jain (2006) to assess the socioeconomic factors affecting the demand for health insurance and concluded that age and income have statistically significant while purchasing health insurance, on top of coverage of illness and knowledge about insurance were also found to positively impact purchase decision. The same conclusion was made in the research conducted by Yadav and Anusha (2012) that age and income were significant determinants of life insurance purchase.

The overview of previous research projects on insurance purchase decision showed that most research mainly focused on monetary dimension. Until recently, some literatures also proposed different views rather than monetary on the determinants of insurance purchase decision. Aurelija et al (2013) summarized them into three groups of factors for insurance decision-making. 
1. Social factors – as more people purchase insurance, a person will more likely to buy it because of social norms. People tend to believe their friends with similar preferences have already completed in-depth information collecting trouble, so that they can save the costs of information search (Kunreuther and Pauly, 2005).
2. Psychological factors – reframe a problem in terms of insurance (meaning an investment that offers protection) rather than protection (suggesting a cost that has a negative connotation) seems more acceptable by people. Similarly, insurance using “named event” (eg. flight insurance) is more appealing to people than a general insurance (eg. life term insurance) even though life term insurance is a better deal (Kunreuther and Pauly, 2005). 
3. Emotional factors – people are willing to pay more for an object that is treasured rather than something that is not special as they expect insurance can offer them a peace of mind and release of anxiety. This also explain why people are more likely to buy insurance coverage after an event occurs rather than prior to its occurrence.
Despite the fact that insurance customer purchase behavior has been analyzed for some years in different geographical areas, the attention on the analysis of insurance customer behavior in particular Hong Kong insurance market is rather limited or has not been extensively studied. Given the similarity of insurance products across different countries, this research has leveraged previous research findings and analyzed the determinants of insurance purchase decision making in Hong Kong insurance market.   

Research Methodology and Design
In order to increase the reliability and validation of research instruments used, 
a process of instrument development by Churchill (1979) is adopted. Table 1 below shows the steps used in the process. 

	Step
	

	1
	Specify domain of construct 

	2
	Generate sample of items

	3
	Collect data

	4
	Purify measure 

	5
	Collect data 

	6
	Assess reliability 

	7
	Assess validity 

	8
	Develop norms


Table 1 – Measurement development process

Step 1 – Specify the domain of construct
To start with, the questionnaire construct from Aurelija et al (2013) research paper was adopted with minor modifications since those constructs proposed in the research paper are directly related to insurance purchase decision making process. Five factors of the construct were identified in the Aurelija’s research paper as follows:
1. The acceptability of insurance terms and conditions (F1) 
2. Insurance company’s competence and image (F2)
3. Consumers’ monetary consideration towards insurance product (F3)
4. Consumers’ insurance experience (F4)
5. The possibility of premium reduction when purchasing insurance product

In addition to above 5 factors, I added one more factor in the construct in relation to customer’s attitude towards corporate social responsibility on purchase inclination and decision. 
Step 2 – Generate sample of items 
It was then followed by a small focus group of 8 people. They were selected from an insurance company product development staff because they are familiar with insurance product conditions and product pricing, and able to give comments on the type of questions asked under each factor identified. In the focus group, the respondents were requested to review the suitability of the Aurelija et al (2013) items in the context of Hong Kong insurance market and to recommend any new items that they think would be appropriately added to enhance the validity of the instrument. This then formed a draft questionnaire based on a five-point Likert scale containing 40 statement items which reflected the different stage of the insurance purchase decision making process. 

Step 3 – Collect sample for the pilot test  
A convenience sampling method was used. 20 respondents were invited in a pilot test of the instrument and were requested to complete the survey. The survey contained the measurement scales for customer’s inclination to purchase insurance services and consumer’s decision to purchase insurance services, which were adopted from the Aurelija (2013) research paper. Although these measurement scales were previously used for measuring European customers’ behaviors, I found customer behaviors towards insurance purchase inclination and decision are similar regardless of geographical area. Thus, the same measurement scales were used.    

Step 4 – Purify measures
Based on the data collected from the pilot test survey, I examined the reliability and validity of the measurement scales to “purify the measures”. Factor analysis was used to examine the reliability of the factors if every factor was measuring a unique construct. Cronbach alphas among items for each factor was also measured. After several round of testing, 10 items were deleted resulting in an acceptable Cronbach value of higher than 0.7 for each factor. The resulting measure components of each factor were below: 
1. The acceptability of insurance terms and conditions (6 items) 
2. Insurance company’s competence and image (4 items)
3. Consumers’ monetary consideration towards insurance product (3 items)
4. Consumers’ insurance experience (3 items)
5. The possibility of premium reduction when purchasing insurance product (3 items)
6. Insurance company’s attitude towards corporate social responsibility (3 items)

The final conducted survey is based on a five-point Likert scale statement questionnaire. It is consisted of 30 statements which covered six imperative insurance purchase decision influencing factors and two stage of the insurance decision process, ie. purchase inclination and purchase decision.     

Step 5 – Collect Data for the survey 
For this round of survey, the target participants were broadened to include more insurance company staff across various departments, namely Product Development, Agency Management and Strategic Planning Departments. This consisted of 75 staff. A survey was sent through email to them and 23 completed survey were received. The response rate was 30%.

Step 6 – Reliability Analysis 
I evaluated the reliability of the data to examine whether random error causing inconsistency by running through reliability test. For different set of critical factors used in the survey, values of coefficient alpha (Cronbach’s alpha) were calculated. Amongst the reliability tests that were conducted, the minimum value of coefficient alpha obtained was at least 0.7, which showed that data had satisfactory internal consistency reliability.   

Step 7 – Validity Analysis 
The content validity of the instrument measure was confirmed as crucial insurance purchase influencing factors and items were recognized from the previous literatures and exploratory investigations through pilot test and finally were thoroughly assessed by insurance professionals. 

In addition, a Confirmatory Factor Analysis (CFA) was conducted to assess the construct validity of the insurance purchase influencing factors, inclination to purchase and decision to purchase scale. All factor loadings were close to or above 0.7, demonstrating strong convergent validity. 

The study examined the customer’s intention to buy insurance in Hong Kong. Since the participants of survey were limited to insurance company staff only and the number of participants was only 23 which may not be sufficient, the results could be distorted to a particular group of customers’ preference and subject unrevealed random errors. Therefore, the results of this study could not completely reflect the insurance consumers behavior intention, thus it cannot be generalized for wider use. Further study should expand the number of survey sample size and include more customers from different industry background to improve generalizability of the study.       


Research Model 
The research model presented in Figure 1 includes six insurance purchase decision influencing factor dimensions: acceptability of insurance terms and conditions (F1), insurance company’s competence and image (F2), consumers’ monetary consideration towards insurance product (F3), consumers’ insurance experience (F4), possibility of premium reduction when purchasing insurance product (F5) and insurance company’s attitude towards corporate social responsibility (F6). 

“Customers’ inclination to purchase insurance services” refers to the attitude that customer is inclined to purchase insurance services with due consideration. Following Aurelija et al (2013)’s research paper, customers’ purchase inclination is conceptualized as a two-dimensional construct that includes safety feelings and willingness to pay, and it is deemed to be an effective measure of customers’ inclination to purchase insurance services. If the responses are positive, a high level of purchase intention will result. 
	Safety feelings
a. Insurance providing a feeling of financial safety 
b. Insurance providing a feeling of psychological safety
Willingness to pay
c. It is worth purchasing an insurance service 
d. I (am inclined to) periodically set aside money for paying insurance premium   
 
“Customers’ decision to purchase insurance services” refers to the extent to which customer is determined to purchase insurance services. Based on Aurelija et al (2013)’s research paper, customers’ purchase decision is measured by going through the stage of information search process.
	Information search stage 
a. It takes me time and much consideration when I decide to purchase insurance services 
b. Before purchasing, I want to have a consultation with an insurer
c. I actively communicate with insurers to clarify the questions I care about
d. When purchasing, I carefully read and analyze the insurance contract terms and conditions



Research Hypotheses
Inclination to purchase
H1: The acceptability of insurance conditions influences positively the consumers’ inclination to purchase insurance services. 
H2: Insurance service provider’s competence influences positively the consumers’ inclination to purchase insurance services. 
H3: Consumers’ monetary attitude towards insurance influences positively the consumers’ inclination to purchase insurance services. 
H4: The positivity of consumers’ insurance experience influences positively the consumers’ inclination to purchase insurance services. 
H5: The possibility to reduce the amount of premiums payable for insurance influences positively the consumers’ inclination to purchase insurance services. 
H6: The insurance company’s attitude towards corporate social responsibility influences positively the customers’ inclination to purchase insurance services.

Decision to purchase
H7: The acceptability of insurance conditions influences positively the consumers’ decision to purchase insurance services. 
H8: Insurance service provider’s competence influences positively the consumers’ decision to purchase insurance services. 
H9: Consumers’ monetary attitude towards insurance influences positively the consumers’ decision to purchase insurance services. 
H10: The positivity of consumers’ insurance experience influences positively the consumers’ decision to purchase insurance services. 
H11: The possibility to reduce the amount of premiums payable for insurance influences positively the consumers’ decision to purchase insurance services. 
H12: The insurance company’s attitude towards corporate social responsibility influences positively the customers’ decision to purchase insurance services.
H13: The consumers’ inclination to purchase insurance services influences positively the consumers’ decision to purchase insurance services.


Acceptability of 
Insurance condition

	Insurance service 
provider’s competency 

Consumers’ monetary
attitude 
						   Customers’ inclination            Customers’ decision
Customers’ experience 
on insurance services

Premium discounts for
insurance

Insurer’s attitude
towards CSR

Figure 1 – Hypothetical research model 

Research Results
Of the 75 questionnaires distributed, 23 completed copies were returned, giving a response of 30%. Table 2a below displays the demographic profile of the respondents. Of the 23 respondents, 65% were female and 35% male. A high percentage (57%) belonged to the 30-40 age group and around half (48%) were married. In general, the demographic profile was approximate the general population in terms of age, gender, and marital status. Most of the respondents had three family members living together (43%). About two-third of respondents didn’t have any children (65%) and one-third (35%) had children with the majority of age ranged from age 0-4 (74%). Over one-third of the respondents (39%) had 0-5 years of insurance experiences, another 17% had 6-9 years of experiences, 30% had 10-14 years of experiences and 13% had over 15 years of experiences. Most of the respondents (91%) owned one or more than one insurance policies and the majority (70%) bought the insurance policies from 1 to 2 insurers. 


	Characteristics 
	Category
	Frequency
	Percent

	Gender
	Male
Female
	12
11
	52%
48%

	Marital Status
	Married 
Single
	11
12
	48%
52%

	Age (years)
	20-30
30-40
40-50
50+
	8
13
2
0
	35%
57%
9%
0%

	Number of family living together
	0
1
2
3
4+
	2
3
5
10
3
	9%
13%
22%
43%
13%

	Number of children in family
	0
1
2
3+
	15
5
2
1
	65%
22%
9%
4%

	The average age of children 
	0-4
5-9
10-14
15-19
20+
	17
3
2
0
1
	74%
13%
9%
0%
4%

	Year of insurance industry experience 
	0-5
5-9
10-14
15-19
20+
	9
4
7
2
1
	39%
17%
30%
9%
4%

	Number of insurance policies you currently have
	0
1-2
3-4
5+
	2
8
6
7
	9%
35%
26%
30%

	Number of insurance company that you bought the policy from
	0
1-2
3-4
5+
	2
16
4
1
	9%
70%
17%
4%


Table 2a – Descriptive distribution of the respondents’ profile
A five-point Likert scale statement questionnaire was used in the conducted survey where 5 mark was given to “strongly agree” and 1 mark was given to “strongly disagree”, so the higher the mark, the larger extent the respondent agreed with the statement. The mean values of the independent variable factor indicated that the most significant factors were insurance company’s competence and image (4.337), acceptability of insurance terms and conditions (4.319) and consumers’ insurance experience (4.130). On the other hand, the less significant factors with lower mean value were possibility of premium reduction when purchasing insurance product (3.739), consumers’ monetary consideration towards insurance product (3.304) and the lowest mean value was insurance company’s attitude towards corporate social responsibility (3.174). The trend of the higher the mean value, the lower dispersion was observed. It could be due to the fact that if most respondents were more likely to agree with the statements, it was reflected in lower dispersion. Conversely, if the respondents had a more diverse views on the statement, the mean value was close to 3 (neither agree nor disagree) and the dispersion was higher. The mean values and dispersions of each single factor are provided in Table 2b below.  

	Independent variable factors
	Mean
	Dispersion

	Acceptability of insurance terms and conditions (F1)
	4.319
	0.987

	Insurance company’s competence and image (F2)
	4.337
	1.004

	Consumers’ monetary consideration towards insurance product (F3)
	3.304
	1.462

	Consumers’ insurance experience (F4)
	4.130
	1.254

	Possibility of premium reduction when purchasing insurance product (F5)
	3.739
	1.356

	Insurance company’s attitude towards corporate social responsibility (F6)
	3.174
	1.378


Table 2b – Descriptive statistics measure of each single factor 

The relationship of respondents’ characteristics and the likelihood of purchase decision are tabled in Table 2c below. The respondents who had more children in family were more likely to make a product purchase decision. It is likely because people with more children would have increased insurance needs to protect them from undesirable risk events, thus increasing the likelihood to purchase insurance services. Conversely, the respondents who owned more policies were less likely to make further product purchase decision as the insurance needs might be fulfilled already. 
 


	Characteristics 
	Category
	Mean value of purchase decision 

	Number of children in family
	0
1
2
3+
	3.578
4.265
4.468
4.562

	Number of insurance policies you currently have
	0
1-2
3-4
5+
	4.625
4.469
3.958
3.921


Table 2c – Relationship of respondents’ characteristics and purchase decision  

The overall statistical data analysis is composed of two main steps, confirmatory factor analysis (CFA) to test the validity and reliability of the instrument and then multiple regression analysis to investigate the causal relationship between independent (F1 to F6) and dependent factors. In this research, I divided dependent variable into two stages that the impact of independent factors (F1 to F6) on purchase inclination as a dependent variable and the influence of independent factors (F1 to F6) and purchase inclination (as mediating factor) on purchase decision as another dependent variable.       

A CFA was used to assess the construct validity of the determinant factor scale. A six-factor model was tested, the factor loadings of each determinant factor are shown in Table 3a below. Most factor loadings were close to or above 0.7, demonstrating convergent and discriminant validity of the six factors because all items loaded higher on their own factor than on the others.  

Another CFA was performed on the purchase inclination and purchase decision scales. Specifically, purchase inclination was reflected by their attributed statements in relation to “Safety feelings” and “Willingness to pay”, whereas purchase decision was reflected by the attributed statements of “Information search stage”. The factor loadings are shown in Table 3b and most factor loadings were close to or higher than 0.7 thus indicating support for convergent validity.
 


	
	Statement
	F1
	F2
	F3
	F4
	F5
	F6
	Chron-bach alpha

	1
	Insurance conditions 1
	0,755
	
	
	
	
	
	0.816

	2
	Insurance conditions 2
	0.761
	
	
	
	
	
	

	3
	Insurance conditions 3
	0.734
	
	
	
	
	
	

	4
	Insurance conditions 4
	0.667
	
	
	
	
	
	

	5
	Insurance conditions 5
	0.578
	
	
	
	
	
	

	6
	Insurance conditions 6
	0.729
	
	
	
	
	
	

	7
	Insurer’s competency 1
	
	0.778
	
	
	
	
	0.839

	8
	Insurer’s competency 2
	
	0.712
	
	
	
	
	

	9
	Insurer’s competency 3
	
	0.706
	
	
	
	
	

	10
	Insurer’s competency 4
	
	0.719
	
	
	
	
	

	11
	Monetary terms 1
	
	
	0.790
	
	
	
	0.701

	12
	Monetary terms 2
	
	
	0.745
	
	
	
	

	13
	Monetary terms 3
	
	
	0.578
	
	
	
	

	14
	Consumer experience 1
	
	
	
	0.819
	
	
	0.721

	15
	Consumer experience 2
	
	
	
	0.728
	
	
	

	16
	Consumer experience 3
	
	
	
	0.615
	
	
	

	17
	Promotion 1
	
	
	
	
	0.768
	
	0.567

	18
	Promotion 2
	
	
	
	
	0.729
	
	

	19
	Promotion 3
	
	
	
	
	0.518
	
	

	20
	Attitude to CSR 1
	
	
	
	
	
	0.349
	0.610

	21
	Attitude to CSR 2
	
	
	
	
	
	0.426
	

	22
	Attitude to CSR 3
	
	
	
	
	
	0.309
	


Table 3a – Summary of items and factor loadings for six determinant factors 
	
	Statement
	Inclination
	Decision
	Chronbach alpha

	1
	Safety feelings 1
	0,727
	
	0.821

	2
	Safety feelings 2
	0.669
	
	

	3
	Willingness to pay 1
	0.716
	
	

	4
	Willingness to pay 2
	0.703
	
	

	5
	Information search 1
	
	0.745
	0.779

	6
	Information search 2
	
	0.729
	

	7
	Information search 3
	
	0.681
	

	8
	Information search 4
	
	0.756
	


Table 3b – Summary of factor loadings for purchase inclination and decision
The identified measures of Chronbach alpha with the value ranged from 0.5 to 0.8, indicating the intercorrelation between the statements under the first two determinant factor F1 and F2 were relatively strong at 0.816 and 0.839 respectively. It was acceptable for factors F3 and F4 at above 0.7 and it was average for factor F6 at 0.610. However, the low Chronbach alph value for F5 showed that the intercorrelation of the statements under F5 seemed weak and the statements could be further refined. Moreover, the Chronbach alpha’s measure of the first dependent variable (customer’s inclination to purchase) was 0.821 and second dependent variable (customer’s decision to purchase) was 0.779. Both were acceptable within the recommended acceptable range of 0.7 to 1. Therefore, the conclusion was, other than F5’s Chronbach alpha value was relatively low, all other statements under each determinant factor (F1, F2, F3, F4, F6) and two dependent variables (purchase inclination and purchase decision) were acceptable and satisfactorily passed the reliability test. 

The intercorrelations between all research independent and dependent variables were examined before conducting the full regression analysis. The results are tabulated in Table 5a below. The highlighted Pearson correlation coefficient were statistically significant with p < 0.01. The customers’ purchase inclination correlated significantly with customers’ purchase decision (p < 0.01). The statistically significant relationship existed between most independent and two dependent variables except the relationship between for F4 with customers’ purchase decision, F5 with customers’ purchase inclination and F6 with both purchase inclination and decision where (p>0.05).

	Pearson Correlation (sig. 2 tailed)
	Inclination
	Decision
	F1
	F2
	F3
	F4
	F5
	F6

	Inclination
	1
	
	
	
	
	
	
	

	Decision 
	0.345
(0.000)
	1
	
	
	
	
	
	

	F1 – Insurance conditions
	0.256
(0.000)
	0.236
(0.000)
	1
	
	
	
	
	

	F2 – Insurer’s competency
	0.167
(0.005)
	0.403
(0.000)
	0.000
(1.00)
	1
	
	
	
	

	F3 – Monetary term
	0.531
(0.000)
	0.146
(0.003)
	0.000
(1.00)
	0.000
(1.00)
	1
	
	
	

	F4 –Customer experience
	0.125
(0.007)
	0.056
(0.846)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	1
	
	

	F5 – Premium Promotion
	0.045
(0.559)
	0.139
(0.003)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	1
	

	F6 – CSV
	0.034
(0.623)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	0.000
(1.00)
	1


Table 5a – Intercorrelation between the research variables

To show the prediction validity of the constructs, the six determinant factors were regressed on the customer’s inclination to purchase insurance services and the customer’s decision to purchase insurance services respectively. In addition, the customer’s inclination to purchase was also regressed on the customer’s decision to purchase. The regression results are shown in Table 5b.   

	Regression model
	R2
	Adjusted R2
	Beta 
	p-value

	Purchase inclination
	0.380
	0.371
	
	

	F1
	
	
	0.234
	0.01

	F2
	
	
	0.184
	0.02

	F3
	
	
	0.562
	0.00

	F4
	
	
	0.162
	0.03

	F5
	
	
	0.021
	0.48

	F6
	
	
	-0.034
	0.71

	
	R2
	Adjusted R2
	Beta 
	p-value

	Purchase decision
	0.313
	0.286
	
	

	Purchase inclination
	
	
	0.367
	0.01

	F1
	
	
	0.169
	0.03

	F2
	
	
	0.396
	0.02

	F3
	
	
	0.182
	0.01

	F4
	
	
	0.041
	0.28

	F5
	
	
	0.201
	0.02

	F6
	
	
	0.002
	0.44


Table 5b – Multiple regression results when regressing the determinants on purchase inclination and purchase inclination on decision


The research hypotheses were tested based on multiple regression analysis by evaluating the statistically significant relationship between each independent variable and dependent variable. The test was conducted by taking into account the beta value and its corresponding p-value. If p-value was less than 0.05, it implied there was a significant relationship between variables, so the hypothesis assuming the interrelationship was confirmed. On the other hand, if p-value was greater than 0.05, it meant the variables were not significantly related, so the hypothesis was rejected. The sign of beta value indicated the direction of the correlation, with positive sign implied positively correlated and negative sign implied the opposite direction.   

Inclination to purchase
H1: The acceptability of insurance conditions influences positively the consumers’ inclination to purchase insurance services. F1 beta = 0.234 and p-value < 0.05. A significant positive relationship between F1 and Inclination existed that H1 hypothesis was confirmed. 
  
H2: Insurance service provider’s competence influences positively the consumers’ inclination to purchase insurance services. F2 beta = 0.184 and p-value < 0.05. A significant positive relationship between F2 and Inclination existed that H2 hypothesis was confirmed.
 
H3: Consumers’ monetary attitude towards insurance influences positively the consumers’ inclination to purchase insurance services. F3 beta = 0.562 and p-value < 0.05. A significant positive relationship between F3 and Inclination existed that H3 hypothesis was confirmed. 

H4: The positivity of consumers’ insurance experience influences positively the consumers’ inclination to purchase insurance services. F4 beta = 0.162 and p-value < 0.05. A significant positive relationship between F4 and Inclination existed that H4 hypothesis was confirmed. 
 
H5: The possibility to reduce the amount of premiums payable for insurance influences positively the consumers’ inclination to purchase insurance services. F5 beta = 0.021 and p-value > 0.05. Since there was no significant relationship between F5 and Inclination that H5 hypothesis was rejected. 

H6: The insurance company’s attitude towards corporate social responsibility influences positively the customers’ inclination to purchase insurance services. F6 beta = -0.034 and p-value > 0.05. Since there was no significant relationship between F6 and Inclination that H6 hypothesis was rejected. 

Decision to purchase
H7: The acceptability of insurance conditions influences positively the consumers’ decision to purchase insurance services. F1 beta = 0.169 and p-value < 0.05. A significant positive relationship between F1 and Decision existed that H7 hypothesis was confirmed. 

H8: Insurance service provider’s competence influences positively the consumers’ decision to purchase insurance services. F2 beta = 0.396 and p-value < 0.05. A significant positive relationship between F2 and Decision existed that H8 hypothesis was confirmed. 

H9: Consumers’ monetary attitude towards insurance influences positively the consumers’ decision to purchase insurance services. F3 beta = 0.182 and p-value < 0.05. A significant positive relationship between F3 and Decision existed that H9 hypothesis was confirmed. 
 
H10: The positivity of consumers’ insurance experience influences positively the consumers’ decision to purchase insurance services. F4 beta = 0.041 and p-value > 0.05. Since there was no significant relationship between F4 and Decision that H10 hypothesis was rejected.  

H11: The possibility to reduce the amount of premiums payable for insurance influences positively the consumers’ decision to purchase insurance services. F5 beta = 0.201 and p-value < 0.05. A significant positive relationship between F5 and Decision existed that H11 hypothesis was confirmed. 

H12: The insurance company’s attitude towards corporate social responsibility influences positively the customers’ decision to purchase insurance services. F6 beta = 0.002 and p-value > 0.05. Since there was no significant relationship between F6 and Decision that H12 hypothesis was rejected.

H13: The consumers’ inclination to purchase insurance services influences positively the consumers’ decision to purchase insurance services. Inclination beta = 0.367 and p-value < 0.05. A significant positive relationship between Inclination and Decision existed that H13 hypothesis was confirmed. 
Based on above hypotheses results, the research regression model can be expressed by the following formulas. 

Inclination = 0.234 F1 +0.184 F2+ 0.562 F3 +0.162 F4 + std error 
where F1, F2, F3, F4 p-value < 0.05 and std error = (1-0.380)^1/2 = 0.7874

The above regression model shows the determinant factors had significant predictive value for customers’ inclination to purchase insurance services, which together accounted for 38% of variation of dependent variable. Acceptability of insurance terms and conditions, insurance company’s competence and image, consumers’ monetary consideration towards insurance product and consumers’ insurance experience were direct determinants on the customers’ inclination to purchase.   

Decision = 0.169 F1 +0.396 F2+ 0.182 F3 + 0.201 F5+ 0.367 Inclination + std error 
where F1, F2, F3, F5, Inclination p-value <0.05 and std error = (1-0.313)^1/2 = 0.8288

The above regression model shows the determinant factors had significant predictive value for customers’ decision to purchase insurance services, which together accounted for 31.3% of variation of dependent variable. Acceptability of insurance terms and conditions, insurance company’s competence and image, consumers’ monetary consideration towards insurance product, possibility of premium reduction when purchasing insurance product and the customers’ inclination were direct determinants on the customers’ decision to purchase.



Acceptability of 
Insurance condition

	Insurance service 
provider’s competency 

Consumers’ monetary
attitude 
						   Customers’ inclination            Customers’ decision
Customers’ experience 
on insurance services

Premium discounts for
insurance


Figure 2 – The final research model 

Discussions
The factor loadings shown in Table 3a indicated customer’s preference. For the first identified factor (acceptability of insurance terms and conditions), the largest factor loading belonged to the first three statements reflecting customers’ crucial preference on timely claims settlement, financial reliability of insurer and the extent of insurance coverage. Another crucial consideration for consumers was the evaluation of expected return compared to the amount of premium paid under an insurance policy. A relatively smaller loading came from the responsiveness of insurer’s customer services and the amount of deductible covered by customers, which seemed to be relatively less important. 

The statements associated to the second identified factor (insurance company’s competence and image) with average factor loading of above 0.7, indicating that customers were largely in need for greater reliance on the insurer’s competency to provide satisfactory insurance services and attentively taking care of their needs. 

The statements contributed to the third factor (consumers’ monetary consideration towards insurance product) reflected customers’ perception towards insurance as an investment or safety savings vehicle if they are financially affordable to purchase insurance policy. The factor loading confirmed this assumption about consumers’ perception on insurance. 

The fourth factor related to the consumers’ own experience and the experience of others. It reflected customers’ willingness to share about insurance experience before considering the final decision to purchase insurance services. The factor loading on negative opinions about insurance services was slightly higher implying that customers were in general more cautious to negative than positive opinions.

The statements associate to the fifth factor (possibility of premium reduction when purchasing insurance product) highlighted the customer’s important preference on premium discounts. The high factor loadings implied that the purchase of insurance services was encouraged by the premium discounts given by insurance company. 

The final factor related to the customer’s attitude towards a corporate social responsibility and environmental social governance-oriented insurer company. In general, the low factor loadings indicated that customers didn’t pay much attention to this point when considering to purchase insurance services. 

Regression model 1: Inclination = 0.234 F1 +0.184 F2+ 0.562 F3 +0.162 F4 + std error 

The first regression model proved that four determinant factors contributed to the customers’ inclination to purchase insurance services. There were in order of relative importance: consumers’ monetary consideration towards insurance product was the most important factor followed by the acceptability of insurance terms and conditions, the insurance company’s competence and consumers’ own insurance experience. It revealed that the intention to purchase insurance products was greatly determined by customers’ positive attitude or perspective towards insurance products offered in the market. This will bring to insurance service provider’s attention that in order to increase customers’ purchase intention, they must conduct more educational and promotion activities that can enhance customers’ understanding about the functionality of insurance products offered and how it can benefit and meet customers’ needs. 

Regression Model 2: Decision = 0.169 F1 +0.396 F2+ 0.182 F3 + 0.201 F5+ 0.367 Inclination + std error 
The second regression model showed that there were four determinant factors and the inclination factor contributing to the customers’ decision to purchase insurance services. In order of relative importance were that insurance company’s competence being the most important factor, followed by the possibility of premium reduction when purchasing insurance product. The relatively less important factors were the acceptability of insurance terms and conditions, and consumers’ own insurance experience. The insurance company’s competence being the most important factor on customers’ decision to purchase indicated that customers’ strong reliance on insurance service provider’s competency to provide a long term adequate and satisfactory services to them. It was a crucial consideration factor. In addition, the purchase of insurance services was encouraged by the premium discounts given by insurance company. Finally, it was obvious that customers’ inclination to purchase would naturally lead to customers’ decision to purchase, so they were strongly correlated.   

Conclusions
The research resulted in reliable and valid research model for assessing the determinant factors on the customers’ inclination and decision to purchase insurance services. The inclination regression model proved that four determinant factors contributed to the customers’ inclination to purchase insurance services, of which the most important factor was the consumers’ monetary consideration towards insurance product. The decision regression model showed that there were four determinant factors and the inclination factor contributing to the customers’ decision to purchase insurance services where the insurance company’s competence was the most important factor. The key implication of the research is two-folded. Firstly, it brings to insurance service provider’s attention that in order to increase customers’ purchase intention, they must conduct more educational and promotion activities in future that can enhance customers’ understanding about the functionality of insurance products offered and how it can benefit and meet customers’ needs. Secondly, when it comes to customers’ decision-making stage, customers are likely to put strong focus on the insurance company’s competency because of strong reliance on the insurance company to provide a long term adequate and satisfactory insurance services to meet their needs. These are crucial consideration factors. As such, insurance company is strongly encouraged to put adequate priorities and resources on effective promotion strategy to increase customers’ understanding of insurance products and at the same time improve the company’s competency and its competitive advantages to upgrade the quality of customer services to customers.   

Further research 
The study examined the customer’s intention to buy insurance in Hong Kong. Since the participants of survey were limited to insurance company staff only and the number of participants was only 23 which may not be sufficient, the results could be distorted to a particular group of customers’ preference and subject unrevealed random errors. Therefore, the results of this study could not completely reflect the insurance consumers behavior intention, thus it cannot be generalized for wider use. Further study should expand the number of survey sample size and include more customers from different industry background to improve generalizability of the study. 

The regression R square is not high in the range of 30% to 40%, ie there may be other factors not included in this study that influencing the purchase inclination and decision. Further research can be explored to refine the model predictability ability.

Furthermore, the research model can be extended to include insurance services upselling or cross-selling opportunities of existing insurance company’s customers. It will require a new set of dependent variables on top of inclination and decision stages. 

The refined research model can be conducted over time to reveal the trend of possible emergence or disappearance of determinant factors, the changes in relationship between factors and the order of importance of influencing factors from customers’ behavior perspectives.

Finally, the research model can be applied to a group of people (instead of individual) who share a set of similar characteristics such as occupation or education background, and then to compare the research results across different group to gain more insightful findings. 
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Appendix – Survey Questionnaire

Part 1 – Customer profile questions  
1. Age range
20-30		30-40	40-50	50+

2. Gender 
Male 	Female

3. Marriage status 
Single 	Married 

4. Number of family members living together
0	1	2	3	4

5. Number of children in family
0	1	2	3	4 

6. The average age of children 
0-4	 5-9		10-14	15-19	20+

7. Income
<$20k		$20k-30k		$30k-40k		$40k-50k		$50k-60k 	$60+

8. Years of insurance industry experience
<5 years	5-9	 10-14	15-19	20+ 

9. Number of insurance policies you currently have 
0	1	2	3	4	5	6+

10. Number of insurance company that you bought the policies from 
0	1	2	3	4	5	6+


Part 2 – 30 questionnaire statements
 
1. When evaluating an insurance service, I pay attention to the timely paid insurance coverage. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

2. When evaluating an insurance service, I pay attention to the financial reliability of an insurance service provider.
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

3. When evaluating an insurance service, I pay attention to the insurance coverage of insurable risks under the product. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

4. When evaluating an insurance service, I pay attention to the amount of the insurance deductible or co-payment (the amount of money with which the insured needs to pay upon claims). 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree


5. When evaluating an insurance service, I pay attention to the timeliness and attitude of insurer customer services’ response with the clients. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

6. When evaluating an insurance service, I pay attention to the leverage ratio of insurance premiums and insurance coverage amount or expected return.
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

7. A trustworthy insurer (or its representative) is important for satisfying my insurance needs. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

8. I want the best deal in market for satisfying my insurance needs.
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

9. Competent help from insurer (or its representative) is important for satisfying my personal needs. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree
10. I need for a good qualitative insurance product when satisfying my insurance needs.  
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

11. Insurance is a type of savings to generate future stable income. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

12. Insurance is an investment to help accumulate my wealth. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

13. If I have extra savings from monthly income, I would consider using this money for insurance services. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

14. I (am inclined to) share my positive experience or opinion about an insurance service to other people. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

15. I (am inclined to) share my negative experience or opinion about an insurance service to other people. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

16. My purchase and usage experience of insurance service determines if I would continue using it or not. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

17. When evaluating an insurance service, I pay attention to the premium refund or discount. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

18. When evaluating an insurance service, I pay attention to the possibility of getting back a part of the premiums paid by declaring my health in good condition. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree


19. The expected investment return on the premiums paid for insurance would encourage me to purchase an insurance service. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

20. When choosing an insurer company, I will pay attention if the company promotes the culture of created share value (CSV) on different stakeholders’ interests.  
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

21. When choosing an insurer company, I will pay attention if the company is being recognized as an environmental friendly company and encourage paperless process. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

22. When choosing an insurer company, I will pay attention if the company is being recognized as an Environmental Social and Governance (ESG) awarded company. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree




23. Insurance provides a feeling of financial safety. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

24. Insurance provides a feeling of psychological safety. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

25. It is worth purchasing an insurance service. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

26. I (am inclined to) periodically put aside a certain amount of money for insurance premiums as a planning for financial stability or protection in the future. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

27. I am willing to spend more time to deliberately consider purchasing insurance services.
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree



28. Before purchasing insurance services, I want to have a consultation with an insurer or actively search more useful information from different sources.  
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

29. I (am inclined to) actively communicate with insurer (or its representatives) to clarify the questions I care about. 
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree

30. When purchasing an insurance service, I (would) carefully read through the product brochure and/or sales illustration’s term and conditions.
a. Strongly agree 
b. Agree
c. Neither agree or disagree
d. Disagree
e. Strongly disagree
