
International Journal of Recent Technology and Engineering (IJRTE) 

ISSN: 2277-3878, Volume-8, Issue-2S7, July 2019 

 

396 

Published By: 

Blue Eyes Intelligence Engineering 

& Sciences Publication  
Retrieval Number: B10730782S719/19©BEIESP 

DOI: 10.35940/ijrte.B1073.0782S719 

 

Abstract: Insurance industry in India is relied upon to 

contribute US $280 billion by 2020.This portends a significant 

leap for Insurance companies in India. The increased 

awareness, ever expanding distribution channels, improved 

service quality and innovative products are all contributing to 

the robustness of Insurance business in India. Besides these, 

insurance companies in India have an enormous potential that is 

under tapped. This is significantly evident in the existing 

penetration rate which is meagre 3.69%. Insurance industry in 

India has witnessed tremendous changes in the past decade, 

attributed to the dynamic changes in micro and macro factors 

such as- booming competition, changing demographic profile of 

the customers, government regulations, product innovation and 

technology interface. In the ensuing study an effort is made to  

identify and discuss the factors fostering or encumbering 

consumers from purchasing policies of Insurance companies. 

By adopting a diagnostic research design and survey technique, 

data was collected from around 124 sample elements that were 

chosen randomly using probability sampling method. Among the 

ten perceived benefits, high rate of return, tax benefits and policy 

tenure were found to be the key determinants positively 

influencing the buying behaviour of consumers. Similarly 

cumbersome terms and conditions, lack of transparency and 

procedural delays were found to be the factors that impede 

purchase action of consumers. 

 

Index Terms: Policy Purchase Behaviour, Perceived Benefits, 

Snags, Consumer Attitude 

I. INTRODUCTION 

Insurance is most sought after as tax-saving instrument u/s 

80 C of the Income tax act for Indian investors. Life 

insurance is a complex and high involvement product. Life 

Insurance in India was nationalized In 1956 and was 

established to protect the interests of the stakeholders. In 

2000, Life Insurance industry in India was opened to private 

players with intent of increasing the density and penetration 

of life insurance in India. Life insurance sector of India is the 

biggest in the world and as its 360 million policies are 

expected to grow at a compounded Annual Growth Rate of 

about12 to 15 percent over the next five years. By 2020, 

India’s insurable population is anticipated to touch at least 

750 million people,as the average life expectancy is nearing 

74 years. 
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II. LITERATURE REVIEW 

The articles were reviewed using scientific survey 

technique under which all the review articles were recorded 

on a template in a prescribed sequence and were later 

reported to identify the factors relevant to the current study. 

Search gap was identified after an extensive literature survey. 

The research premise, research title, objectives, hypotheses, 

dimensions, constructs and variables for current research 

were determined based on the literature survey. 

The main objectives in the previous research papers were 

to develop and standardize a measure to evaluate investment 

patterns in insurance companies. Most of the studies were 

exploratory in nature and involved surveys. The major gap 

found was inadequacy of empirical literature pertaining to 

the service quality and benefits related to perceived benefits 

and snags expected to affect the purchase behavior of 

consumers. 

III. STATEMENT OF THE PROBLEM 

Life insurance companies in India are expected to grow 

12- 15% annually for the next 3-4 years (Source: IBEF report 

2018). This indicates huge potential for insurance firms. 

They are developing strategic initiative to augment sales. In 

this context, there is a need to gauge market demand for their 

services for the policies. This work is an endeavor to inspect 

the connotation between the various elements inflicting, 

demand for insurance policies of select insurance companies. 

It aims at analyzing the factors favoring or hindering the 

consumer demand for insurance policies. 

IV. SCOPE AND RATIONALE 

The area of the existing study is confined to 124 

respondents, who are current or prospective insurance policy 

purchasers. The sample elements were randomly chosen 

from Bangalore, Hassan, Uttar Karnataka district from 

Karnataka state. The factors considered for the study include 

- (liquidity, company reputation, high return, low risk, tax 

benefit, information and advisory support) and commonly 

encountered problems. 

 

Like; lack of awareness, reminder calls, tax deduction at 

source, lengthy and complex terms and conditions, financial 

burden, poor service quality, lack of transparency and delay 

in the procedures). 
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V. OBJECTIVES  

1. To recognize the elements that have significant impact on 

the demand for insurance policies 

2. To analyze the factors favoring the purchase of insurance 

policy by consumers 

3. To examine the problems associated with insurance policy 

purchase 

4. To evaluate the implication of various determinants that 

influence purchase behavior either positively or negatively 

5. To suggest suitable measure to improve sales of insurance 

companies based on the findings of the study 
 

VI. RESEARCH PREMISE 

 

 

Fig-1: Source: Developed by authors 

 

VII. RESEARCH METHODOLOGY 

Diagnostic research design was adopted to examine the 

influence of various perceived benefits and likely problems 

on insurance policy purchase behavior. Both Exploratory 

and Descriptive research designs were adopted for the 

current study. A structured questionnaire was used as a 

research instrument through which primary data was 

collected from 124 samples elements drawn from a 

population of insurance policy purchasers. Secondary data 

was collected from journals, references, internet search and 

other database repositories. The second section focused on 

obtaining the opinion of the respondents on stimulants and 

deterrents influencing their purchase behavior. Sample 

elements were chosen through simple random technique 

under probability method. Tools used for data analysis 

include percentage analysis, Cronbach alpha test, and Karl 

Pearson’s correlation coefficient test. 

VIII. HYPOTHESES 

Hypothesis-1: Ho1: Cetirus Paribus, insurance policy and 

perceived benefits are not statistically correlated 

Hypothesis-2: Ho2: Cetirus Paribus, There is no statically 

significance correlation between increased sales in 

insurance policy and the problem encountered by the 

consumers 

IX. DATA ANALYSIS 

Table 1: Demographic details of the respondents 

Demographic Details 

 
 

Table-1 is a snapshot of the demographic traits of the 

respondents surveyed. It may be observed that of the 124 

respondents surveyed, 46.9% of them were male respondents 

and the remaining were female respondents. Nearly 77.4% 

of the respondents belong to an age cluster of fewer than 25 

years and were typically from Hassan District. About 38.1% 

of the respondents fall in the income category of 1-3 lakh per 

annum. About 34.3% of the respondents were professional 

degree holders. Classification based on gender, age, income 

and qualification were considered to examine the differences 

in the opinion across categories of respondents defined by 

their demographic features. 

Table 2: Consistency statistics of research elements 
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Consistency Test 

Consistency Statistics 

Value of  Cronbach's Alpha Number of Items 

.719 28 

 

 

 

Table 2 The value of the Cronbach’s alpha (α) for each of 

the perceived benefits and snags influencing the purchase 

decision of consumer indicates reliability and inter-item 

steadiness of the constructs considered in the research 

instrument which is used in measuring the concept of 

Consumer Purchase Behaviour (CPB).. 

For the twenty eight causal factors considered to measure 

the research dimensions, the Cronbach’s alpha value is 0. 

719 with alpha ‘α’ scores positioned in a range of values 

between (0.710 to 0.720), which demonstrates that the trials 

have acceptable inner reliability since they are above 

Nunnally’s threshold limit of 0.70. The results of the 

reliability test conducted helped in validating the 

questionnaire. They are shown in table 2. The ‘α ‘based on 

standardized items was ignored since all the variables used 

were statements with multi-point replies which typically 

included of the same answers on a five point rating scale with 

responses given in a descendent order with score between 

(Min value.-1 and Max value-. 5). 

 

Karl Pearson Test 
  

High Perceived Benefits Lead to 

Increased Purchase of Insurance 

Policies 

Correlations 

Rate of Return 0.222** 

Tax Benefit 0.164* 

  

Policy Tenure 0.164* 

Snags Deter Purchase of Insurance 

Policies 

Correlations 

Complexity of Terms and Conditions 0.257** 

Lack of Procedural Transparency 0.253** 

Delay in Renewal Notifications 0.150* 

 

X. MANAGERIAL IMPLICATIONS AND LIMITATIONS 

Managers of insurance companies may use research results 

to gain insights about the consumer attitude based on their 

preference for insurance policies. It facilitates them to 

understand the various factors boosting or encumbering the 

policy purchase behaviour of consumers. This in turn will 

help them in the formulation and implementation of 

appropriate strategies to influence the consumers to buy their 

policies based on the demand determinants identified 

through the study. 

XI. FINDINGS 

1. High rate of return is observed to be most influential 

perceived benefit that determines the purchase behavior 

(r=0.22) followed by tax benefit and policy tenure equally 

inflicting the policy purchase behavior (r=0.164) 

2. The other factors like liquidity, company reputation, 

information and advisory support are paid less attention in 

deciding policy purchase 

3. Lengthy and complex terms and condition is observed to be 

most likely problem which discourage the customers from 

buying insurance policy(r=0.257) followed by lack of 

transparency in procedures (r=0.253) and delay in renewal 

notice (r=0.150) 

4. The others factors like unknown reminder calls, tax 

deduction at source, payment delay to nominees are hitches 

faced by purchaser 

5. 53 % of the respondents were women and 47% of them 

were men of which 77% are below 25 years and belong to 

an income category earning between 1 to 3 Lakh. This 

implies that youngsters are brisk in purchasing protection 

policies 

6. Majority of the respondents pay a premium between 

1000-10000 INR per annum (Response rate-53%) 

XII. RECOMMENDATIONS 

1. Since the service related perceived benefits play a vital role 

in deciding purchase behavior of consumers insurance 

companies may pay greater attention to improve the 

service quality and other influential factors to boost their 

sales 

2. The insurance companies may rethink an offering more 

benefits like high interest rates, bonus etc. as the results 

reveal that they have significant impact on purchase 

behavior of consumers 

3. The promotional activities may be improved in order to 

reach out to as many consumers as possible since risk, poor 

service Quality, uncertain economic conditions, 

Unfavorable Government Regulations, Stringent and 

elusive terms and conditions discourage many consumers 

hence the Companies may train their personnel to provide 

counseling assistance to consumers. 

XIII. CONCLUSION 

Private life insurance organizations and LIC are making 

concerted efforts to improve penetration, and the real 

beneficiary is the customer. The marketers are also 

providing the newer customer engagement platforms and 

the internet technology providing ease of buying along 

with the information. Corporate image is determined by 

the experience of the customers and loyalty and 

repurchase are based on the post-sales services. Trust and 

transparency are the edifices on which Customer 

relationship is developed.  

Determinants like Trained 

agents and ethics and 

motivation in selling are of 
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prominence in selling of insurance policies.  

 

Tech savvy millennials prefer online buying of life 

insurance policies as it is convenient to them. To them 

online selling should be a safe and memorable experience. 

Since financial services like life insurance are complex in 

nature, organizations need to manage the moments of 

truth and customer touch points carefully and provide 

satisfactory experience. Perceptual Mapping exposes the 

expected benefits and the encumbering factors affecting 

consumer attitude. Relevant Customer relationship 

management programmes have to be designed to foster 

positive customer experience so as to boost the sales of 

insurance companies. Future researchers may examine the 

types of policies most preferred by the consumers and they 

may also conduct research related to the demand 

estimation across income groups, gender categories and 

other demographic traits as that would pave for better 

analysis of consumer behaviour. 
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