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Abstract 

 

One of the most common ways of mitigating financial risks is by purchasing a life 

insurance policy. However, the advantages of maintaining a life insurance plan are greatly 

affected by customer satisfaction and word-of-mouth and are measured by policy renewals per 

year, also known as Persistency. This paper sought to explore the different factors affecting 

word-of-mouth and Persistency among policyholders from the perspective of life insurance 

agents and financial advisors using a model based on the framework used in a study by 

Leon and Choi (2020), the Conceptual Research Model Moderated by Choice. The participants 

in this study consisted of the Pinoy Insurance Talks (P. I. T.) Facebook group members. A total 

of 264 life insurance agents (192 females, 71 males, one non-binary) aged 19 to 65 years old 

took part in the study. The reliability of the responses was examined by obtaining Cronbach 

Alpha values, which range from 0.769 to 0.947. Using SmartPLS, the path coefficient for each 

construct was calculated. Results showed that there is significant interrelation among the 

following variables: (a) Plan Satisfaction (PLS) towards Provider Satisfaction (PRS), 

Persistency (PER), and Word-of-Mouth (WOM); (b) Provider Satisfaction (PRS) towards 

Word-of-Mouth (WOM); and (c) Plan Value (PV) towards Plan Satisfaction and Provider 

Satisfaction (PRS). 

 

On the other hand, Interaction (INT) appeared to have a nil relevance on Provider 

Satisfaction (PRS), same with Provider Satisfaction (PRS) towards Persistency (PER), 

including Service Quality (SQ) towards Provider Satisfaction (PRS). Based on findings, the 

authors, therefore, recommend for insurance companies to consider the plan, brand credibility, 

and product suitability when developing campaigns or initiatives interconnected with word-of-

mouth and Persistency to achieve customer satisfaction. Life insurance agents are also 

encouraged to emphasize ensuring that the plan they are offering matches the needs of their 

customers. 

 

Keywords: Customer satisfaction, word-of-mouth, Persistency, life insurance 

agents, financial advisor 

 

 

Introduction 

 

One of the most common ways of mitigating financial risks is by purchasing a life 

insurance policy. According to Jones and Silver (2011), policyholders get to enjoy assurance 

and freedom from worry as it minimizes the financial risks caused by damage in properties, 

problems in health, or loss of life of the insured. 
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The life insurance industry as a whole has many growth opportunities. According to 

the Insurance Commission (2020), the first introduced insurance company in the Philippines 

during the late 1890s. To date, there are a total of 32 companies that offer life insurance in the 

country. While it is evident that the industry is already established, most Filipinos still do not 

have insurance protection. Based on the report published by the Philippine Life Insurance 

Association or PLIA (2017), out of 103 million Filipinos in 2016, only 46.32% are insured. 

Despite the accessibility and affordability of life insurance in the country, it is evident that there 

is a misconception about the topic of insurance that needs to be addressed. The lack of 

appreciation for the value of having an insurance policy exposes more than half of the 

population to financial risks, and the government and private sectors need to find innovative 

solutions to address this issue. 

 

There are many ways of buying an insurance policy. The agency model is one of the 

most used business models by insurance companies. According to Jones and Silver (2011), 

insurance agents, also known as financial advisors, are trained and certified by companies. 

Financial advisors create groups called agencies wherein they plan on how to reach their target 

customers. On the other hand, the bancassurance model is another model wherein a joint 

venture between an insurance company and a local bank is made. In this model, an insurance 

company sells insurance through the bank affiliate. Dua, Namita, and Deol (2019) explained 

that the bancassurance model’s benefits are extensive. The broad network of banks provides 

insurance companies access to their target market. Moreover, the customers' trust in the partner 

bank somehow mirrors their positioning to the insurance company. 

 

As the COVID-19 pandemic hit the Philippines, different risk mitigation plans were 

carried out. Lockdown and travel restrictions were implemented (Tria, 2020), which in turn put 

forward limitations and difficulties among businesses that are heavily reliant on face-to-face 

dealings and require foot traffic. 

 

Even before the pandemic, the insurance industry has been trying to adapt to the digital 

evolution. More so, bancassurance corporations strengthened the selling of insurances through 

online platforms. The shift to digital selling gives opportunities for sales growth and 

accessibility of products and services to customers (Marzai, 2018). 

 

Apart from making the insurance available online, companies also created more 

affordable plans to ensure that customers purchase. For instance, term insurance covers an 

individual for a specified duration of 1 year to 5 years or more. This type can be bought at less 

than Php 500 per month, enabling the minimum wage earners to enjoy the benefits of having 

insurance coverage (Camat, 2019). 

 

Although there have been various options for consumers, most Filipinos still do not 

have insurance policies. The negative connotation of having a life insurance policy as a 

financial liability instead of a health and life gain is still being challenged. However, concepts 

are taken into account to examine its effectiveness among policyholders — customer 

satisfaction and word-of-mouth in life insurance.
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Framework 

 

 

 

The authors intend to leverage this paper's theoretical and conceptual framework based 

on the study done by Leon and Choi (2020), “Satisfaction and word-of-mouth moderated by 

choice: a service industry perspective." The said study mainly focuses on the interrelation of 

the following constructs: (1) Service Quality and (2) Interaction which both belong to the 

functional quality of life insurance plan, (3) Plan Value; (4) Provider Satisfaction; (5) Plan 

Satisfaction; and (6) Word-of-Mouth. 

 

However, since the authors' objective is to examine the relationship among customer 

satisfaction, word-of-mouth, and Persistency of policies, the list of constructs from the anchor 

study will be modified from health insurance to life insurance, and Persistency has been added. 

 

Customer retention plays an essential role in the sustainability of life insurance 

companies. Premium payments from customers who chose to keep their policy active provide 

continuous profit to the insurance provider. According to Kagan (2020), once profits are 

realized from the premiums, it is considered a source of income for an insurance company. 

Companies measure renewal premiums in terms of policy persistency. Persistency or 

persistency ratio is a metric that measures the rate of policy renewals per year and is measured 

either by a number of active policies and collected premium payments ("Term of the day: 

Insurance persistency ratio," 2018). According to an article by Verma et al. (2013), aside from 

external factors, lack of customer needs analysis and proper communication with the 

policyholders also affect Persistency. Both of these contribute to provider satisfaction and plan 

Satisfaction, respectively. 

 

In addition, as mentioned in an article by Aureus Analytics (n.d.), various factors such 

as poor selling practices, service level issues, and product design. These affect both customer 

satisfaction towards their plan and the insurance provider. 
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Each construct is defined in order to understand the relationship among each of them better: 

 

Service Quality (SQ), as defined by Asubonteng et al. (1996), is the “difference between 

customers' expectations for service performed before the service encounter and their 

perceptions of the service received.” 

 

Interaction (INT) is how the brand and anything related to it communicates and affects 

the policyholder, such as politeness, respect, and paying attention to the customers’ needs 

aspects (Leon & Choi, 2020). 

 

Plan Value (PV) measures the customer's perception of whether the plan is reasonable 

in terms of pricing and other monetary specifics (Leon & Choi, 2020). 

 

Provider Satisfaction (PRS) measures the customers' contentment with the provider’s 

services in terms of catering to their needs (Leon & Choi, 2020). 

 

Plan Satisfaction (PLS) measures the customers' perception of their overall satisfaction 

with the type of plan they bought, the suitability of the plan features concerning their needs, 

and whether the purchase is considered a wise decision (Leon & Choi, 2020). 

 

Word-of-mouth (WOM) is also known as the exchange of information between 

customers and is perceived by marketers as a form of essential and reliable marketing 

information (Kundu & Rajan, 2016). 

 

Persistency or persistency ratio is a metric that measures the rate of policy renewals per 

year and is measured either by several active policies and collected premium payments (“Term 

of the day: Insurance persistency ratio," 2018). 

 

Methodology 

 

Participants 

 

The participants in this study are life insurance agents and financial advisors who are 

members of the Pinoy Insurance Talk (P. I. T.) Facebook group. Duplicates and incomplete 

survey responses were removed from the data set. A total of 264 valid responses from insurance 

agents were analyzed, wherein 192 (72.73%) identified themselves as females, 71 (26.89%) 

are males, and 1 (0.38%) is non-binary. 

 

Instruments 

 

The authors created a 5-point Likert scale online survey-based to measure the 

relationship among the different factors of customer satisfaction, word-of-mouth, and 

Persistency. 

 

The constructs were based on the conceptual framework used by Leon and Choi (2020), 

wherein Service Quality (SQ), Interaction (INT), and Plan Value (PV) affect Provider 

Satisfaction (PRS), and Plan Satisfaction (PLS) is influenced by Plan Value (PV). The 

constructs Provider Satisfaction (PRS) and Plan Satisfaction (PLS) are affecting. 
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Word-of-Mouth (WOM). In this study, the relationships between Persistency (PER), and 

Provider Satisfaction (PRS), and Plan Satisfaction (PLS) are also being examined. 

 

The research instrument consists of 4 to 5 statements per construct. The respondents 

rated each statement using the 5-point Likert agreement scale wherein one corresponds to 

Strongly Disagree, while five represents Strongly Agree. The statements for the indicators of 

each construct are structured consistently to lessen the errors in analyzing the data and 

minimize the risk of potential confusion from respondents. 

 

Procedures 

 

The study's authors followed the recommended format of the consent for data collection 

set by the DLSU Research Ethics Office (REO) to ensure data privacy. In addition, no 

personally identifiable data were collected from the respondents to maintain the anonymity of 

the responses. 

 

The recipients of the survey are members of the Pinoy Insurance Talk (P. I. T.) 

Facebook group. During the survey, the P. I. T Facebook group members were about 89,000. 

For the study, the target sample size is at least 262, based on a 6.05% margin of error and a 

95% confidence level. These are based on the results computed using Raosoft Sample Size 

Calculator (Raosoft, 2004). The invalid, incomplete, and logged responses outside the duration 

of the survey were not included in the analysis. 

 

Data Analysis 

 

The demographics of the respondents were examined to determine the segment with the 

most representation on the data collected. To further analyze the profile of the segments, cross-

tabulation between gender and age bracket, gender and premium amount per month, and age 

bracket and premium amount per month were conducted. 

 

To test the reliability of the collected data, the Cronbach's alpha analysis was done for 

each of the constructs in both pre-test data and survey responses. According to Chin (2010), as 

cited in the article by Leon and Choi (2020), if the Cronbach’s alpha values are higher than the 

threshold of 0.7, it can be inferred that reliability is evident. 

 

Various tests were conducted on the data to check the responses' normality further and 

test the hypothesis. Kurtosis and skewness of the data for each construct were derived using 

descriptive statistics. The path coefficient analysis was conducted using SmartPLS. 

 

Discussion of Results 

 

The profiles of the respondents were taken into account. The majority of the responses 

were from female agents (72.73%), way above the male (26.89%), and non-binary respondents 

at (0.38%). 

 

Since the majority of the responses are from females, the study's recommendations may 

be leaning towards the perspective of female life insurance agents. 

 

The majority of the responses are from agents within the age bracket of 26 to 31 

(30%) and 32 to 37 years old (28%). Most of the participants belong to the Millennials age 
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group based on Kasasa's (2021) article. 

 

To add, almost half of the respondents have a policy with a premium per month 

amounting to Php 5,000 and above (48.48%). Respondents follow this with a policy with a 

premium per month ranging from Php 2,000 to Php 4,999 (39.39%). This may be due to various 

factors, including the insured's age and cost of insurance since the higher the age of an 

individual, the higher their premium is, as mentioned in an article by Future Generali (2018). 

 

Using cross-tabulation of demographics of the respondents, it is evident that in terms 

of gender and age bracket, most of the responses are from females with age bracket of 32 to 

37, closely followed by females within 26 to 31 years old. In terms of the age bracket of the 

respondents and their premium per month, most of them are 26 to 31 and 32 to 37 years old, 

with a premium per month of Php 2,000 to Php 4,999. In addition, the majority of the 

respondents are females with a premium per month ranging from Php 2,000 to Php 4,999 and 

Php 5,000 and above. 

 

To check the reliability of the responses for each identifier of the construct, Cronbach 

alpha reliability analysis was conducted. All are within the recommended threshold of values 

greater than 0.7, ranging from 0.769 for Persistency (PER) and 0.947 for Service Quality (SQ). 

According to Complete Dissertation by Statistics Solutions (2020), the acceptable value is at 

least 0.7. 

 

Tests were conducted on the data to check the normality of the responses further and 

test the hypothesis. Kurtosis and skewness of the data for each construct were derived using 

descriptive statistics. The path coefficient analysis was conducted using SmartPLS. 

 

Looking at the kurtosis and skewness of the responses, it is evident that all data for 

the identifiers of the constructs are leptokurtic and have large outliers except for PV5, wherein 

the respondents were asked if it is easy for their customers to keep their policy active. In 

addition, all identifiers of the constructs have a negative skew. This indicates that the left tail 

is longer and the mass of the distribution is concentrated on the right;  since the participants 

are agents, they may better understand the value of life insurance. 

 

The study explores  the different factors affecting word-of-mouth and Persistency 

among policyholders from the perspective of life insurance agents and financial advisors using 

a model based on the framework used in a study by Leon and Choi (2020), the Conceptual 

Research Model Moderated by Choice. 
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 O M STDEV P Values 

INT -> PRS 0.10 0.10 0.08 0.24 

PLS -> PER 0.43 0.44 0.10 0.00 

PLS -> PRS 0.45 0.46 0.12 0.00 

PLS -> WOM 0.24 0.24 0.10 0.02 

PRS -> PER 0.21 0.19 0.11 0.06 

PRS -> WOM 0.55 0.55 0.10 0.00 

PV -> PLS 0.77 0.78 0.04 0.00 

PV -> PRS 0.29 0.28 0.10 0.00 

SQ -> PRS 0.06 0.06 0.08 0.43 

Note: O = Original Sample; M = Sample Mean; STDEV = Standard Deviation 

 

Results showed that there is a significant relationship among the following variables: 

(a) Plan Satisfaction (PLS) towards Provider Satisfaction (PRS), Persistency (PER), and Word-

of-Mouth (WOM); (b) Provider Satisfaction (PRS) towards Word-of-Mouth (WOM); and (c) 

Plan Value (PV) towards Plan Satisfaction and Provider Satisfaction (PRS). On the other hand, 

Interaction (INT) appeared to have a nil relevance on Provider Satisfaction (PRS), same with 

Provider Satisfaction (PRS) towards Persistency (PER), including Service Quality (SQ) 

towards Provider Satisfaction (PRS). 

 

Conclusions 

 

Based on findings, the authors, therefore, recommend for insurance companies to 

consider the plan, brand credibility, and product suitability when developing campaigns or 

initiatives interconnected with word-of-mouth and Persistency to achieve customer 

satisfaction. Life insurance agents are also encouraged to emphasize ensuring that the plan they 

are offering matches the needs of their customers. 

 

Persistency is measured and derived from the renewal premiums of policies collected 

from the policyholders. An article by Term of the Day: Insurance Persistency Ratio (2018) 

states that it is either measured by a number of active policies or collected premium payments. 

A study shows that customer retention is affected by the features of the product or plan that a 

customer has bought. According to Staudt and Wagner (2018), features of a plan or policy 

significantly affect customer development and retention. If the benefits of the insurance plan 

are irrelevant to the customer, it may negatively influence the intent of the policyholder to keep 

the policy. 

 

Based on the path coefficient analysis conducted, results show that plan satisfaction 

also positively affects customers’ satisfaction with the insurance provider. Customers who are 

satisfied with their plan tend to be satisfied with the provider as well. According to Poufinas 

and Zygiotis (2017), policyholders develop a sense of trust towards the insurance provider 

if the product or plan, including its levels of growth and potential losses, are appropriately 

communicated and disclosed to customers. 
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On the other hand, the results of the path coefficient analysis showed that based on the 

data gathered in the survey, provider satisfaction and Persistency do not have a direct or 

significant relationship. According to Rambocas and Arjoon's (2019) study, a customer's 

satisfaction towards a service provider is more associated with brand equity and service or 

transaction satisfaction. This may imply that brand image alone is not sufficient to encourage 

customer retention. 

 

Word-of-mouth is one of the most effective ways of promoting a brand as this is a form 

of exchange of information, may it be a positive or negative experience about a brand, making 

it a reliable source of marketing information (Kundu & Rajan, 2016). Since transparency and 

clarity of the features of the plan influence customers' satisfaction about their insurance plan, 

it also plays an essential role in word-of-mouth. According to Nhi, Thong, and Linh (2018), 

reliability, interpersonal skills, and technology are drivers of customer word-of-mouth. 

 

According to Leon and Choi (2020), plan value can be measured through the perception 

of whether the customer finds the plan reasonable in terms of pricing and other monetary-

related features of the product. The path coefficient analysis implies that customers will most 

likely be satisfied with the plan itself and the life insurance provider if the policyholder finds 

value in the purchased plan. 

 

Results of the path coefficient analysis also show no significant relationship between 

service quality and provider satisfaction. This may be due to the differences in customers’ 

definition of quality of service. According to Saha, Dutta, and Choudhury (2019), a wide range 

of customers’ perceptions of quality service and expectations may result in customer 

dissatisfaction. 

 

Limitations and Recommendations for Future Research 

 

Based on the survey results, it can be inferred that from the perspective of life insurance 

agents, customers’ interaction with the insurance provider through various customer 

touchpoints may not be related to provider satisfaction. This is in contrast to an article by Van 

Tonder and Petzer (2018), wherein they stated that customer engagement with the different 

touchpoints connects relationship marketing and customer satisfaction. 

 

On the other hand, Verma et al. (2013) stated that interaction and service quality are 

essential in customer satisfaction and persistency management. Customers must be well-

informed about the benefits of their policies and how it matches their needs. After-sales 

servicing is also vital in maintaining the relationship between the policyholder and the 

insurance provider and managing Persistency. 

 

Based on the results of the data analysis, it is also recommended for marketing 

managers to develop campaigns and communication materials that help customers further 

realize the benefits of their policy to drive plan satisfaction as this has a direct relationship with 

Persistency. 

 

Furthermore, insurance companies may reinforce to consumers and existing 

policyholders the importance of being covered with a life insurance policy, especially during 

the pandemic. As supported by Adams (2014), customers are inclined to be empowered, 

informed, and r eas onab l e  in their spending even pre-pandemic period; more so, the 

willingness to spend varies on how essential the need is. Moreover, with the increase in 
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COVID-19 cases, having an insurance policy is an excellent way to manage the financial risks 

the pandemic entails. 

 

The scope of the study has been limited to life insurance agents and financial advisors 

due to restrictions brought by data security and data privacy of the policyholders’ information. 

In line with this, since the research highlights customer satisfaction through the point of view 

of life insurance agents, future studies may use the customers' perspective directly when able 

to strengthen insurance companies' products and services further.  

 

Therefore, the authors of the study recommend that as an opportunity for future 

research, this study can be done to a specific company or insurance provider for a more 

customer-centric insight. 

 

Specific studies on other life insurance groups on digital platforms can also be explored 

since participants of the current study came from a specific Facebook group. Viber community 

and other similar social media groups can also be studied. 
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