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Medical and health insurance is crucial nowadays than it
ever was. Lifestyle of people keep on changing from time
fo time in their daily activities. Malaysian government has
taken a step forward regarding the health insurance by
planning in launching insurance scheme for its people that
have difficulties in paying the premium. However, the level
of awareness and inclination fowards medical health
insurance was still at its lowest level. Thus, the study tries to
examine the medical health insurance intentions among
final year students and its correlated variables between
knowledge, social influence, financial literacy and product
aftributes factors. Relationships between these factors were
examined and analysed. Results shows that all factors are
found to correlate significantly with their level of medical
health insurance intentions. Surprisingly, findings found that
most of the students had a high level of medical health
insurance infentions. This study is crucial in increasing the
awareness and intention of final year students to purchase
medical health insurance after they have graduated from
the universities..
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1. Introduction

Medical health insurance is a serious issue around the world since ifs prevalence is
undeniable. According to the previous results of inadequate health care in the United States of
America (USA), there were 45,000 Americans die due fo lack of insurance (Wilpers et al., 2009). In
a more recent statiistics, it was reported that there were around 30.4 million people lacked health
insurance coverage in 2018 (Cohen et al., 2018). This is to say that people who have lacked
insurance coverage were uninsured for a fime or were underinsured in 2018. This recent result is
supported by the former USA president, Barack Obama who pleaded to the citizens of the USA in
the 2009 State of Union Address, stating that lack of insurance causes a bankruptcy in America
every thirty second. This stafitistics is based on the study conducted by Himmelstein (2005) which
also found that 62.1 percent of consumer bankrupts is caused by medical expenses. This situation
has provided a clear image of the impact of not having health insurance on the people. In
addressing the issue, the most developed nation like the USA is also considered at a critical level

of people who have lacked insurance coverage.

In the Philippines, Emami (2010) stated in the World Health Organization (WHO) report revealed
that even with Philhealth (SHI) reimbursements and public provision and funding of care, out-of-
pocket expenditures still become the major source to fund health care services costs. This situation
also added with uncovered treatment; medicines, laboratory tests, and other procedures that is
not available in the public hospital. Before this occurrence, this report found that the people are
forced to purchase the services and medicines needed outside the public hospital and of course
when the patients went to the private sector health care they cannot claim reimbursement under
Philhealth, which means to pay the service they need to pay out-of-pocket. The impact of not
having insurance can be seen around the countries even in a well-developed country such as the
USA. This gives the signal that the level of awareness of having health insurance is still low globally
even though the outcome of not having health insurance is significant. In order to make them
realize the significance of having insurance, there is a saying by Oliver Gaspirtz, "Getting life
insurance is like making a bet you cannott win. If you live, you don't get the money. If you die, you

don't get to enjoy the money”.

The government has not overlooked the importance of life and medical health insurance. This can
be seen through the implementation of National Key Economic Areas (NKEA), which through

Financial Services area, the government has initiated fo raise insurance penetration rate of 2.8
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percent of Gross Domestic Product (GDP) to 4 per cent by 2020, and current 54 percent of
population insured fo increase to 75 percent by that year (Economic Transformation Programme
Report ,2014). Besides the effort by the government, this statistical data also exposes the serious
low level of policy penetration in our country considering other countries which have high level of
policyholders across the population. The President of National Association of Malaysian Life
Insurance and Family Takaful Advisors (NAMLIFA) James Bong has pointed out that in Taiwan, the
percentage is about 260 percent, which reveals that each person holds two policies to say the
least (Borneo Post, September 30, 2016). He further told that despite the country’s population which
are around 25 million people, 300,000 insurance agents has registered whereas Malaysia has barely
85,000 insurance industry players, worsen by the fact that only 80 percent of the latter are
considered active. In addition to that, according to the Bank Negara Malaysia (BNM) (2017), it
reported that over half of the country’s population at about 54 per cent to 56 per cent are still
insured. This signifies as low compared to developed countries, such as Singapore which recorded

more than 80 percent penetration rate.

From the changing of demographic landscape, it also has significant implications for healthcare
financing. With the ageing population and medical inflation, total expenditure on healthcare is on
the rise. Malaysians today live longer and have fewer children. As anticipated by BNM (2007) by
the year 2020, the percentage of the population above the age of 60 years is estimated to more
than double to 16 percent of the population, from only 7 percent in 2000 as specified by Mohd
Razif bin Abd Kadir, Deputy Governor of the Central Bank of Malaysia.

Essentially, pertaining the above issue mentioned, it has drawn the primary objectives of this present
study which are to examine level of students’ intention to have medical health insurance and the
correlations between its antecedents. The methodology, discussion and conclusion at the end of

this study are also presented.

2. Literature Review

2.1 Medical Health Insurance

The Private medical health insurance plays significant role in health care financing system
in developing countries (Aliza, 2012). She found that several studies have figured out that medical
health insurance can lead to increase in health system performance and enhancing the individual

accountability. Health insurance is considered more reactive and competent to stun future
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challenges. It will also provide easy access to health care that is better in terms of quality and
protection. Furthermore, it brings financial alternatives for people in the fight against catastrophic
events. Griffin (1992) as cited in Aliza (2012) views that mentioned the main concept of insurance
is sharing the unexpected health care cost risk and it fransformed to fixed premium. Insurance also
gives extensive range of coverage for individual and the future result is, it can expand health status

and individual wellbeing.

The demand for insurance products has grown rapidly over the last ten years in Malaysia, which
has been mentioned by Chong et al., (2015). They perceived that, insurance has become a critical
foundation of earning in the global in nowadays (Li et al., 2007). The gist of "demand" in economics
can be clarified as want and ability to acquire the product or services. In his study, the demand of
life insurance will be the dependent variable and respondent will use Malaysian currency, which is
Ringgit Malaysia (RM) to buy life insurance policy as cited from Mahadzan and Victorian (2013).
Not only that, demand for life insurance has been verified with different types of model done by
previous researchers. As viewed by Beck and Webb (2003), life insurance has lowered the demand
in developing countries because of the differences in economic development compared with
developed countries. Previously, people purchased life insurance because it will leave certain
amount to the beneficiaries so that they are able to pay the cost of funeral of the insured.
Nowadays, life insurance has turn out to be a necessity in people’s life. When involving the study
of the demand for life insurance is problematic due to some reasons such as purchaser standpoints
toward life insurance, the social structure of the country, and the government’s funds to help those
needy and aged. Hwang and Greenford (2005) perceived these factors as essential part fowards

the life insurance demand.

The same goes to medical health insurance demand since life insurance is not very much different
from the medical health insurance. Medical health insurance is an instrument in which a individual
defends himself from the financial loss because of accident and or disability. Even though disability
is not ensured, its significant effect to the society is that the condition of iliness in health arising from
the disease or injury that happened to the individual will prevent the person from executing his
normal routine of living such as working. Earlier, as mentioned by Knight (1921), uncertainty is one
of the fundamental facts of life. This is the reason why people will pursue medical health insurance
as it is necessary not because as a want but as need to their life and as protections against

uncertainty
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22 Knowledge

According to Deloitte (2011), it can be seen that the reason why people do not have
medical health insurance is due to knowledge factor where those people are not aware or have
little knowledge regarding the importance in having medical health insurance in today’s world.
Another study conducted by Prudential Research Study in the year of 2012 to 2013 found out that
having little knowledge makes the people that do not have insurance a little less confident in
meeting their financial goals. As suggested by Life Insurance Association (2011), these individuals
require advices from professionals before making wise decision in subscribing insurance. In
addifion, according to Costich (2015), health insurance literacy consists of four building blocks
which are reasonable level of both literacy and numeracy, wilingness to invest as much time in
health insurance decision as in other major purchases, ability to contemplate the possibility of a
range of family health events, and understanding of personal financial status (e.g., resources to

support high deductible).

In relation to this, lack of knowledge about insurance is one of the crucial obstacles in subscribing
insurance since there is no exposure regarding importance of insurance by these people’s friends,
family and relatives to keep them aware of existence and the vitality in having insurance (Sarwar
and Qureshi, 2013). Bhat and Jain (2006) also pointed out that it is crucial in building greater
awareness among non-buyer of medical health insurance to increase the probability that can lead
the behaviour to buy health insurance. Based on the above notion, it can be understood that they
are tfrying to emphasize on the gist for increasing the awareness among people that capable in
subscribing health insurance policy. Similarly, in India, knowledge and awareness of the people
regarding medical health insurance can be said the most important factor to purchase health
insurance. Little numbers of studies have been done to identify the causes that contribute to the
low penetration of medical health insurance in the country (Bhat and Jain, 2006). Previous study
by Yin et al., (2010) demonstrates that a number of studies have reported the correlation between
knowledge and medical health purchase intention. Jeddi and Zaiem (2010) also found that the
level of knowledge provides some impact on customers’ intention. Menwhile, based on the
research conducted by Deloitte (2011), it is found that the reason why people do not subscribe
health insurance is due to knowledge factor where those people do not aware or only have little
knowledge concerning the importance of having health insurance in their life. Therefore the

following hyphotesis is proposed:
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H1: There is a significant correlation between knowledge and final year students intention to have

medical health insurance

23 Social Influence

Social influence includes the peer effect, family, insurance agent and other social
interactors (Benjamin et al., (2014). These social interactors is considered as one of the important
aspects, which influence the demand on health insurance among persons. In Ulbinate, Kucinkiene
and Moullec (2013) research, they mentioned that social influences and health insurance demand
showed positive relationship between these two.
Furthermore, social influence as expressed by Rashotte (2006) is the process by which individuals
make real changes fo their feelings and behaviours as a result of interaction with others who are
perceived to be similar, desirable, or expert. People adjust their beliefs with respect to others to
whom they feel similar in accordance with psychological principles. Individuals are also influenced
by the majority. When a large portion of an individual’s referent social group holds a particular
aftitude, it is likely that the individual will adopt it as well. Additionally, individuals may change an
opinion under the influence of another who is perceived to be an expert in the matter at hand.

Therefore the following hyphotesis is proposed:

H2: There is a significant correlation between social influence and final year students’ intention to

have medical health insurance

24 Financial Literacy

Financial literacy aids individuals by increasing their level of understanding on financial
matters, which allows them to process financial information and make better decisions regarding
personal finance (Bhushan & Medury, 2013). Mccormack et al., (2009) proposed that basic
financial literacy would influence a person’s selection of insurance and the use of the health care
system. In another study, Mahdzan and Victorian (2013) hypothesized that financial literacy would
have assignificant impact on life insurance demand because more knowledge on financial matters
will assist individuals in making better financial plans and well-informed decisions on the allocations
of their financial resources. Yusuf, et al., (2009) also stated that the status of education in Nigeria
has significant effect towards the life insurance. People who are highly educated are more
conscious towards life insurance compared to less educated ones. In addition, Li et al., (2007)
examined the effect of education level on the purchase of life insurance through cross section

data for 30 Organisation for Economic Co-operation and Development (OECD) countries between
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1993 and 2000. They indicated that people with high are more conscious of the welfares of health
and life insurance, and these people will be easier fo obtain the insurance from bank or financial
infermediaries compared to the people with low levels of education. This goes accordingly to
Sarwar and Qureshi (2013) that lack of insurance knowledge is one of the most important barriers
in purchasing health and life insurance, which include the respondents lack of awareness about it
due fo the fact that no close social members has purchased health insurance.Therefore the

following hyphotesis is proposed:

H3: There is a significant correlation between financial literacy and final year students’ intfention to

have medical health insurance

25 Product Attributes

Wang (2010) stated that product aftributes are considered as one of the factors that
influence the demand of life insurance. Life insurance and health insurance are the same except
the term use and its coverage that differs from each other but it is sfill in the same context of
insurance since objectives of each other is the risk aversion. According to Chong e.t al. (2015)
product attributes in life insurance such as death benefit, risk coverage, premium price, premium
flexibility, investment benefit, firms’ financial strength and advertising will influence insurance
purchasing. This bringing out the meaning that people will look into the attributes of the product,
which is the insurance policy before making the decision to purchase it or not based on the

attributes of the insurance that the purchaser would gain from it.

Furthermore, Zietz (2003) demonstrated that there is a negative relationship between premium
price and demand of insurance. However, Hwang and Greenford (2005) stated that price is not
the key factors in their research target area, because of the low level of marketing strategy and
benefits. This statement is supported by Browne et al., (2000) that detects the relationship between
these variables because the premium of insurance is considered as a part of daily expenses.
Therefore, a lower premium price is expected to encourage the demand for life insurance. This
study also explained that a consumer’s decision regarding purchasing or not from a particular
company could still be directly influenced by the perceived price and benefits. The same goes to
Beck and Webb (2003); Zietz (2003). They supported the previous result that the price level is
negatively affecting the demand of life insurance. Another research conducted in Africa found
out that the demand for insurance services was reduced when the premiums need to be paid in

immediate cash payments. Sinha (2002) also found that the rural customers such as farmers would
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pay a lump sum of premium during the harvest seasons. However, for the urban customers, they
will normally get a small sum of money regularly, and this caused premium flexibility fo be a
significant factor to be considered when they wanted to purchase life insurance. Therefore the

following hyphotesis is proposed:

H4: There is a significant correlation between product attributes and final year students’ intention

to have medical health insurance

In this current context, the study employed the previous reports of Chong et al. (2014) & Benjamin
et al., (2014). as the basis of the correlations which congregate amongst the variables. The
knowledge, social influence, financial literacy & product attributes factors are the determinants
that can influence the final year students infention to have medical health insurance. Figure 1

shows the conceptual framework of the study.

Knowledge

Social

Influence Students’ intention
to have medical
Financial health insurance

Literacy

Product
Attributes

Figure 1: Conceptual Framework of the Study

3. Methodology

This is a quantitatitave with a cross sectionaly study. This study tries to examine the final year
students’ level of intention fo have medical health insurance and its correlated factors. A self-
administered questionnaire was distributed to 400 respondents via the purposive sampling method.
The main criterion is that the respondents must be the final year undergraduate students. The final
year students were selected as the respondents’ future ability to subscribe the medical health
insurance after graduating from the university as well as about entering the working environment

and workplace risks. Previous study by Okunnu and Fadeyemi (2007) demonstrated that university
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students were found aware of having medical insurance as they perceived it could protect them
in ferm of financial insecurity. In addition, findings found that most of the respondents think it is

necessary to take medical insurance policy.

Of this, 195 questionnaires were complete and used for analysis of data, constituting a valid
response rate of 75%, exceeding the threshold by Hair et al., (2010) and Roscoe (1975). These
scholars noted that a sample size of between 30 and 500 is appropriate. The constructs in this study
were measured by using 5 points Likert scales as drawn from the existing studies of Chong et al.
(2014) & Benjamin et al. (2014). Those gathered data are then analyzed using descriptive and

correlation analysis.

4. Results

4.1 Descriptive and the Correlational Analysis among the Study Variables

Table 1 explains the Cronbach alpha values respectively. Cronbach alpha was employed
fo determine reliability. As the values are between 0.60 and 0.91, the high reliability of each
construct is indicated. Table 2 illustrates the level of final year students intention to have medical
health insurance and all the determinants: knowledge, social influence, financial literacy &
product attributes. Based on the reported result it showed that most students were found to have

high level of intention on health insurance (M= 3.92, SD= 3.92).

Furthermore, Table 1 shows the results from Pearson correlation analysis between the study
variables. It was found that knowledge, social influence, financial literacy & product attributes were
significantly related to the level of final year students intention to have health insurance (r=.646,
p<0.05; r=.432, p<0.05; r=554, p<0.05; r=381, p<0.05 respectively). Therefore, it can be concluded

that this study’'s second objective was achieved with all its developed hypotheses.

Table 1:
Summary of Mean(M), Standard Deviation (SD) and Correlational Among the Study Variables
No. Variable(s) M sSD Cronbach’s 1 2 3 4 5
Alpha
1 Level of Intention to 3.92 3.90 0.910 -
have Medical Health
Insurance
2 Knowledge - - 0.600 646’ -
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3 Social Influence - - 0.700 432" -

4 Financial Literacy - - 0.670 554’ -

5 Product Attributes - - 0.800 .381* -
5. Discussion

The purpose of the present study was two-fold. The primary purpose was fo examine the
level of students infenfion to have medical health insurance. These results indicated that most of
the final year students had a high level of intention to have medical health insurance. This goes
significantly with the previous study by Aliza (2012) who claimed medical health insurance plays a
decisive role in health care financing system in developing countries. She found that several studies
have discovered that medical health insurance can lead to increase in health system performance
and enhancing the individual accountability. Health insurance is more reactive and competent to
stand future challenges as well as provide easy access to health care with better quality and
protection. Furthermore, it brings financial alternative for people confronting catastrophic events.
Insurance also can expand health status and individual wellbeing as it gives extensive range of
coverage for individual. The second purpose was to determine the correlations. The findings
reported that there were significant correlations between knowledge, social influence, financial
literacy & product atfributes and students intention to have health insurance. The present results
are in line with the previous findings of Yin et al., 2010; Jedi and Zaiem (2010); Ulbinaite et al., (2013);
Liu, et al., (2014). Mahdzan and Victorian (2013); Browne et al., (2000). The most probable reasons
could be the final year students are knowledgeable and need fo have more information regarding
health insurance since they have many thoughts and perspectives about the importance of health
insurance. They belived that health insurance purchase should be part of their financial planning
in their early career that among others include marriage, accommodation, fransport, savings,

loans and investment.

6. Conclusion

In this current study, results showed that most of the students’ intention to to have medical
health insurance was reported to be at the high level. Results revealed that most of the students’
infentions fo have medical health insurance correlated with the knowledge, social influence,
financial literacy & product attributes. These findings are significant contributions fo the existing
literature, but several limitations of the present study need to be highlighted. First, it was conducted

using only 195 respondents from the undergraduate final year students at UITM Cawangan
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Selangor, Kampus Puncak Alam. Consequently, the results might be enriched if the number of
respondents and campuses are increased. Second, the present study only relies on the instruments
deployed by selected previous studies which were specifically developed for measuring
behavioral intention. More contextual factors that affect the intention such as financial strength,
legal factors, life expectancies & environment safety, demographic influence can be incorporated
in understanding why there are many and low level of medical health insurance intention in future
studies. Future research is also encouraged to test the moderating and mediating fo test the

present model.
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