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Abstract

To switch or not to switch? This is the key question that the general insurance policyholders
would ask at the end of the term of their insurance contract. The decision to switch or to
renew is based on many factors. As such, in this study, service quality, price and trust/loyalty
were tested against switching intention. To find answers to this question, a quantitative data
collection from 100 general policyholders were obtained and analyzed. The findings indicated
that, service quality and price have significant positive relationship towards switching
intention. But amongst the three independent variables, only service quality has a significant
unique contribution towards switching intention. The implication for the insurance provider
included to maintain, sustain and continually enhance the services that they provide to
policyholder because dissatisfaction with the services provided might result in the loss of
customer which in turn reduce its profitability.

Keywords: Switching Intention, Service Quality, Price, Trust/Loyalty, General Insurance Policy,
Malaysia

Introduction

One of the industries that has not been affected significantly as a result of economic volatility
is insurance industry. There has been a steady growth in the industry as the number of
policyholders increase dramatically due to increase awareness about the benefits and
importance of owning or possessing an insurance policy.

Even though this industry is experiencing a steady growth, insurance companies are still facing
some operational issues. For example, for life insurance companies, they are experiencing an
increase in claim settlement, inability of policyholders to maintain its cover and lapse
payment. For general insurance providers, given that the coverage is only for a short-term
period (usually within 12 months), one of the major issues that they are dealing with is
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consumer switch. For example is automobile insurance, in which the policyholders tend to
switch insurance providers by at the end of the contract term. Due to experiencing switching
among motor insurance policyholders, insurance companies are implementing and investing
various measures to retain the existing ones and to attract new policyholders (Perera &
Gamage, 2019).

Moris (2014) argued that switching intention issue in general insurance is currently alarming
in insurance industry. He stated that 1,400,000 general insurance policies are likely to be
switched in the next 12 months. Because it only provides a one-year coverage, this short-term
coverage has become one of the reasons that contribute to the intention of policyholder to
switch their insurance provider. This is the issue being raised in the literature that needs
further investigation within the Malaysian context. This study is important especially for many
general insurance providers operating in Malaysia. Because switching means loss of customer.
Loss of customers means loss of profits to operators.

Even though, statistics have showed that the percentage of policyholder who switched their
insurance provider is still relatively low (Figure 1), it still contributes to the loss of income and
profit to the insurance provider. In order to maintain a good financial position, minimizing the
number of policyholders that changes their insurer is one of the important tasks. To minimize
the percentage of switching among general policyholders, it is important to understand the
reasons or factors that made them stay and continue to renew their insurance with existing
insurance provider. This is the central issue of this study. By investigating the factors that
contribute to the switching intention will allow the insurance company to develop strategies
that can encourage renewal and thus this will sustain or improve their financial position.

| W switch 1 time
| u swith 2 times
switch 3 times

® do not switch ®m swithed

Figure 1: Autopolicy switching behaviour (past 3 years) (nielsen, 2014)

Anton et al. (2007) investigated evidences to the question of why the consumers keep
switching or intend to switch. Among the factors in their study were service quality provided
by the firms, perceived commitment and price which sometimes can be unfair to the
consumers. Furthermore, they also suggested that future study on the intention to switch
among policyholders should also include consumer satisfaction and trust/loyalty in pursuance
of a better reliability of data collected. Thus, this study will include service quality, price and
trust/loyalty as the independent variables and switching intention treated as the dependent
variable (Anton et al. 2007).
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To the best knowledge of the researchers, there are efforts through research being done on
this issue (Anton et al., 2007; Morris, 2014 & Saeed et al., 2011), but none of them was ever
conducted in Malaysia. Thus, this study is the initial effort to investigate whether switching
intention is a serious matter that needs attention by insurance providers in Malaysia. Thus,
the outcome of this study would highlight the reasons behind loss of policyholders to another
provider. For the insurance company, outcomes like this will make them aware on factors that
will influence policyholders to switch and they can strategize and act even before the
policyholders think of switching.

The question is; to switch or not to switch? This is the key question that the policyholder
would ask at the end of the term of an insurance contract; general insurance policy in
particular. The decision to switch or to renew is based on many factors. Thus, the obejctives
of this research are:

1) To examine the level of switching intention in the general insurance market.

2) To identify the relationships between service quality, price and trust/loyalty towards
switching intention.

3) To identify factors that contribute significantly towards switching intention?

Switching Intention

Sambandam and Lord (1995) defined service switching as a person’s desire to replace/change
his/her current service provider with another competitor. Ajzen (1991) explain that intention
to switc refers to a person's intention to migrate (or not migrate) to an improved product
version. Meanwhile, (Harrison et al. 2012) stated, switching could occur due to problems with
the product, dissatisfaction with the product or alternative firms’ enticing the consumer
away.

According to Fogli (2006), service quality is a global judgement or attitude relating to a
particular service; the customer’s overall impression of the relative inferiority or superiority
of the organization and its services. Meanwhile Narayanda (1998) finds that a higher
expectation of relationship continuity of a consumer possesses a positive attitude toward the
service provider as compared to consumer with lower expectation of relationship continuity.
He also added, the positive attitudes can be highly beneficial to the organization (Narayanda,
1998).

Another research on service quality was conducted by Srivasta (2014). He found that there is
a very strong and positive relationship between customer loyalty and service quality.
Furthermore, he argued that customers experiencing cumulatively satisfying experiences are
likely to develop positive attitudes towards and a preference for, the service provider.

Zeithaml (1988) stated in his study, from the consumer’s perspective, price is what is given up
or sacrificed to obtain a product or service. Clemes et al. (2007) highlighted that unfavorable
price perceptions can cause customers to switch banks. Based on Asuncion et al. (2004),
loyalty has been defined as repeat purchasing frequency or relative volume of same brand
purchasing. Furthermore, Mayer et al. (1995) defined trust as “the willingness of the party to
be vulnerable to the actions of another party based on the expectation that the other will
perform a particular action important to the trust or, irrespective of the ability to monitor or
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control that other party”. Loyalty / trust can be closely related to each other as a trustworthy
customer also means a loyal customer toward its service provider and vice versa.

Theoretical Framework

Service Quality

Price Switching Intention

Trust / Loyalty

Adapted from: Anto’'n et al. (2007)

Research Methodology

The purpose of this paper is to provide insights into service quality, perceived commitment,
price and trust/loyalty which might have contribute to intention to switch insurance company
among policyholders. In order to do this, a quantitative data collection and analysis was
conducted. Data were collected from general policyholders in the Klang Valley area. Out of
375 questionnaires distributed, only 100 questionnaires were usable in the final data analysis.
The convenience sampling approach may limit the generalizability of the findings to the whole
population. But, previous research on similar topic, also used the same sampling technique
Srivasta (2014).

In order to collect data for this study, the questionnaires were personally distributed and
administered by the research assistants. There are five (5) sections in the questionnaire.
Section A contains questions on demographic profile, Section B on switching intention,
Section C on service quality, Section D on trust/loyalty and Section E on price.

Results and Discussion

The Cronbach Alphas for all variables were above 0.9, except for switching intention that has
an acceptable value of 0.613. Overall, all measures deemed to demonstrate a good level of
internal consistency,

The descriptive analysis of the respondents provided that there were 57.0% male respondents
while 43.0% of respondents were female. Majority of respondents were Malays with 84.0%
followed by Indian’s respondents (8.0%), Chinese (7.0%) and other races represented the
remaining 1% of the sample population. 55% of the respondents are still single and the
remaining were married. With regards to age, 56% of respondents were between the age of
21-30 years. 30% were aged between 31 and 40. Majority of the respondents only made
between RM2,001 to RM3,000 per month represented by 37.0%, 29% respondents made
between RM3,001 to RM4,000 whereas 19% has a current income between the range of
RM1,001 to RM2,000 per month. Only 5% of the respondents have a monthly income of more
than RM4000 per month. Finally, 61% of respondents own a degree qualification, 23% own a
diploma.

The mean analysis of independent variable reported that the level of switching intention
among general policyholders was moderate (M= 3.187; SD = 0.914). It indicates that switching
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or intent to switch is not an alarming issue in Malaysia as contemplated by Moris (2014)
globally.

Correlationally, all independent variables have positive relationships towards switching
intention. However, only service quality (r=0.272, p<0.05) and price (r=0.202, p<0.05) had
significant positive relationships towards switching intention. Policyholders tend to perceive
that these are the factors that may influence them to switch. The non-significant relationship
between trust/loyalty and switching intention is perhaps due to the perception that the
coverage offered between one insurer to another insurer is almost identical to each other.
Perhaps, as long as there is no claim being made, many of the policyholders intend to simply
renew their policy. If they still intent to switch, other contextual factors may influence their
decisions such as relatives or peer pressures who happened to be representative of a different
general insurance company or influence by promotional activities conducted by competitors.
One of the signals that the general policy insurers need to pick up is that, they must be very
concerned when handling claims because it is part of the service quality provided to
policyholders. Second, due to the short-term contract, the policyholders have the right to
choose which insurance provider could offer them the best rate, assuming same coverage is
provided.

The result from analysis of ANOVA reported that the model of this study is significant
(F=3.209, p=0.026). The results from multiple regression indicated that, the only factor that
has significant unique contribution towards switching intention is service quality (3=0.384,
p=0.026). The other factors, trust trust/loyalty (B=-0.249, p=0.182) and price (f=0.108,
p=0.548) did not have a unique significant contribution towards switching intention.

These outcomes indicate that, in order to minimize switching intention, general insurance
companies need to focus on delivering quality of services to policyholders. If they can assure
and willing to provide the best services as compared to competitors, the policyholders did not
have any valid or eventual reason to switch. Handling claim has always been the most
common reason for switching. Besides claim handling process as mentioned to be one of the
critical elements of service quality, insurance providers are also encouraged to put in extra
efforts by notifying policyholders in advance of the renewal date, notifying consumers about
new packages and benefits for renewal and many others.

Limitations and Future Research

This study is not without limitations. First, the data provided only a snapshot of the study
area. Perhaps, a longitudinal data may enhance the quality of findings. Perhaps, future study
should include those policyholders who have had the experience of switching in order to get
better results. Second, dual language of survey questionnaire should be provided. Looking
into the demographic data, majority of respondents were Malays. Thus, if the questionnaire
is also available in Bahasa Melayu, this may help some of the respondents to fully understand
the requirement of the questions and thus different outcomes may prevail. Finally, for future
research, other contextual factor should be considered and included to further understand
why customers intent to switch. First, future research should include agents as another
independent variable. Agents play a major role in persuading, influencing and encouraging
policyholders to buy the policy in the first place. The appearance, politeness, ability to speak
with conviction, good rapport and product knowledge are among the possible factors that
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can cause the policyholders to stay and renew. Employee with good interpersonal skills might
affect the company’s revenue and also effective in retaining and attracting future consumers
to use their services. Other factor could be relative or peer pressures. Some of the
policyholders switch because they just want to fulfill the demand from their relatives or
friends. Third, the researchers would like to suggest economic as one of the possible factors.
When the economic condition is unstable or the country is experiencing inflation, the
customer may put the price and the coverage being offered as highly important. Thus, the
inclusion of these recommendations may enhance the quality of the findings with regards the
intention to switch.

Conclusion

To conclude, this finding has identified that switching is not a major issue in Malaysia. Thus,
insurance providers in Malaysia do not have to worry much about whether their policyholders
are planning to switch as it is not an alarming matter as what being claimed by Moris (2014).
Practically, based on the findings, insurance companies must strategize on how to maintain
and sustain in providing high quality of services. In-line with the finding of this study,
Rejikumar, Raja & Saha (2019) have suggested that consumers expectations in the insurance
industry are constantly changing and increasing. Thus, sustainability in the industry will only
be in the service quality and initiatives taken by insurance companies to align its service
quality towards customer expectation. However, these findings also suggest that for a short-
term insurance contract, trust/loyalty and price are not important factors on switching
intention as the coverage as well as price are perceived to be equivalent between one
insurance company to another.
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