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ABSTRACT
This study will investigate the factors that influence take-up rates within the Malaysian Life Insurance
industry to discover potential opportunities and limitations. For comparative purposes, the study is
modelled on Power (2013) who examined four factors affecting customer satisfaction in life insurance
in Japan (product, price, customer services and procedures and documentation). This study is
exploratory in nature using both secondary research and primary data from questionnaires. The main
finding was “Product offerings” being the most significant variation, both an opportunity and
limitation, due to the relative maturity, experience and changing trends within the insurance market
of Japan, conversely growth, infancy and different dynamics in Malaysia.
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1.0

INTRODUCTION

This study will investigate the factors that influence take-up rates within the Malaysian life Insurance
industry to discover potential opportunities and limitations. Then comparing the results with a similar
study conducted in Japan.
According to the Life Insurance Associate of Malaysia (LIAM 2014) Annual Report indicates 54% of
Malaysians are covered by life insurance plans, this includes both conventional and Islamic version
(Takaful). This level falls below the Malaysian governments projected plan under the Economic
Transformation Plans 2010-2020.
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Source: LIAM 2014 Annual Report
The results of this study can assist the life insurance industry to those factors more likely to increase
customer satisfaction and ultimately take-up rates.
This study was conducted with sample size of 120 subjects and using questionnaire, which is distributed
to the people in Technology Park Malaysia (TPM), Bukit Jalil, Kuala Lumpur, Malaysia. For comparative
purposes, the study is modelled on Power (2013) who examined four factors affecting customer
satisfaction in life insurance in Japan (product, price, customer services and procedures and
documentation).
The main finding was “Product offerings” being the most significant variation, opportunity and
limitation, due to the relative maturity, experience and changing trends within the insurance market of
Japan, conversely growth, infancy and different dynamics in Malaysia.

2.0

PRIOR RESEARCH

Many studies have been conducted investigating customer satisfaction in various industries Wang and
Shieh, (2006); Eboli and Mazulla, (2007); Abdullah and Rozario (2009); Ojo, (2010). Studies specifically
into factors that influence take-up rates in the Life Insurance Industry are limited with Power (2013) was
one of the first to examining factors that influence take-up rates in the life insurance industry in Japan
using “product, price” (premium), “customer service” and “procedures and documentation”. Power
(2013) found that Customer Service was most important followed by “Procedures and Documentation”,
“Price” (premium) then “Product” offered.
Whilst other studies in the Malaysian Life Insurance Industry have been undertaken such as sales agent’s
performance (Salleh and Kamaruddin, 2011), assessment on service quality (Ahmad and Sungip, 2008),
insurance company’s efficiency (Ismail, Alhabshi, and Bacha, 2011), no studies have been taken to identify
factors that influence take-up rates. Therefore, this research paper will endeavour to fill this gap.
The Malaysian government has determined life insurance as one of key areas that may contribute to the
country’s economic growth. Thereby, the government plans to provide some stimuli to rise up the
growth of the industry. Government plans to increase penetration rate of life insurance to hit 75% in 2020
by its programme, which is nationwide Economic Transformation Plan (ETP). (LIAM, 2014)

3.0

METHODOLOGY

This study is exploratory in nature using both secondary research and primary data from questionnaires.
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The primary research consisted of a self-administered questionnaire distributed to 120 Malaysian’s
(preliminary screening for foreigners) located in Technology Park Malaysia (TPM), Bukit Jalil, Kuala
Lumpur, Malaysia. The location and sample size limitation is due to time and resource constraints by the
researcher however can give a representative reflection if not a generalisation for the population.
The secondary research consisted of information from various sources such as journals, reference books,
articles and industry. SPSS v20 is used to perform the quantitative analysis. Respondents were advised
about the objective and participation was voluntary and their identity would remain confidential.

4.0

RESULTS AND DISCUSSION

“Product offered” are significantly different between Malaysia and Japan, in part the higher maturity,
experience and volume in the Japanese market but more importantly the diversity of policies not
available in Malaysia.

Decision factors considered before Purchasing Life
Insurance Policy
Malaysia

44%

Japan

35%
28%

18%

Product Offered

20%
26%

Customer Service

15%

15%

Procedures and
Documentation

Premium

Data from 2013 Japan Life Insurance Contract Customer Satisfaction (Pre-Purchase and Post-Purchase)
Studies (Power 2013) and author for Malaysian study.

Japanese tend to use Life Insurance as an investment or superannuation for retirement (during life
benefits) due in part by preferable taxation incentives that Malaysia has yet to explore. Owing to the
aging Japanese population, the trend is away from death benefits towards medical benefits. Japan
experienced strong sales of medical insurance and whole life insurance since 2008, these options are
limited in Malaysia. (Power 2013)
“The number of policies in force increased for the sixth successive year due to the strong sales of new
policies; meanwhile, the amount of policies in force has been decreasing due to the current trend of people
increasing medical protection while reducing death protection.” (Power 2013).
In terms of life insurance benefits, term protection and investment plans become the most preferred by
people, followed by protection and saving plan. Lun (2011) supported the findings by stating that
currently protection and investment plan is increasing. Most of people prefer this type of product instead
of only getting protection, customers are attracted with life insurance product that allows them to gain
some returns.
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Types of Policies in Japan 2013
Medical Insurance

26.6%

Whole Life Insurance

23.4%

Term Insurance

15.4%

Endowment insurance

11.5%

Cancer insurance

9.7%

Other

4.3%

Juvenile Insurance

3.9%

Whole Life with Interest sensitive…
Whole Life with Term Rider
Variable Insurance

2.7%
1.6%
0.6%

Data from 2013 Japan Life Insurance Contract Customer Satisfaction (Pre-Purchase and Post-Purchase)
Studies (Power 2013)
Malaysian Life Insurance portfolio of products has increased over recent years however, still geared
towards “end of life” rather than “during life” benefits and now includes the following:

Types of Policies in Malaysia 2014
Term Insurance

42.9%

Investment-linked

28.4%

Whole Life Insurance

16.5%

Others (incl Medical)

6.2%

Endowment

6.0%

Data from Annual Insurance Statistics 2014, Bank Negara Malaysia
Furthermore, protection and saving plans become the second most preferred benefit. According to Hui
(2010) in Business Times, Malaysians have tendency to save money rather than investing for insurance
policy. Protection and saving plan probably can be the alternative for Malaysians to still can have savings
and protection at the same time.

5.0

CONCLUSIONS

As the Malaysian Insurance industry matures and develops, more opportunities will arise for new
innovative policies attuned to local market conditions. With a relative young work base compared to
Japan, medical and slower changing cultural base is likely to put more pressure on the investment side
providing taxation increases savings opportunities by government. With approximately 67.4% of the
http://www.thejournalofbusiness.org/index.php/site
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Malaysian population being Muslim (DSM, 2016), Takaful or Islamic insurance has prospects for further
development and packaging to meet the needs of this market.
Investment linked including Islamic investment linked towards superannuation retirement plans have not
been fully explored or developed in Malaysia and offers new opportunities. Medical insurance has not
gained traction in Malaysia with reliance on government medical provision and not likely to change in the
near future. Thus, diversity and wider ranges of product offerings have more potential to provide
increase take-up rates of insurance in Malaysia.
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