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ABSTRACT

This research was conducted to examine the effects of electronic word of mouth (eWOM) and
traditionalwordofmouth(tWOM)onthelevelofconsumers’trustindecidingtobuylifeinsurance
productsinIndonesia.Itinvolved430respondentswhowereonlinecommunitymembersintwoof
Indonesia’slargestcities;JakartaandSurabaya.Surprisingly,thisstudyfoundthateWOMwasa
moredominantpredictorthantWOMininfluencingtrust.Theotherresearchresultisthatthetrust
variable influences consumers’ buying decisions in positive and significant ways. This research
recommendsthatmanagementsoflifeinsurancecompaniesshouldbuildpromotionpoliciesbased
ontrustsothattheconsumerdecisionleveltobuylifeinsuranceproductsincreases.Thetrickisfor
companymanagementtoidentifyanddeveloppracticesthatimprovetherolesofpositiveeWOM
andtWOM,soastoincreasethelevelofconsumers’trusttobuy.
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INTRoDUCTIoN

Largemarketpotentialmustbebalancedwithaneffectivemarketingstrategy.Intherapidlyevolving
eraofinformationtechnologytoday,companiesmustbeabletopenetratethemarketbymaximizing
theroleofinformationtechnology.Recently,variousmarketingstrategiesusinginformationtechnology
havedevelopedveryrapidly,suchasintheformoftheelectronicmediaofwordofmouth,commonly
referredtoaseWOM(Allsopetal.,2007;Christodoulidesetal.,2012).AccordingtoHennig-Thurau
etal.(2004),theserviceindustryisverydependentonwordofmouth(WOM)becausethenatureof
servicecannotbeconsumeddirectlyinthebeginning.Serviceconsumersdonotfeeltheimmediate
benefitsat the timeofbuying (Zeithaml,1981).Hence,consumersneed information fromother
consumerswhohaveexperienceconsumingtheservices(Buttle,1998;Bayus,1985).Oneofthe
waystodisseminatethisinformationisthroughelectronicwordofmouth(eWOM)(Hennig-Thurau
etal.,2004).AccordingtoHennig-Thurauetal.(2010)andShinetal.(2014),eWOMisapositive
ornegativestatementmadebyonecustomertoanothercustomerabouttheperformanceofaproduct
orcompanyviaonlinemedia.Acustomerstatementmaybepositiveornegativedependingonthe
levelofexperienceduringtheinteractionwiththeserviceortheserviceprovidercompany.When
theeWOMconveyedispositive,thecompanywillbenefitfromtheinformation.Otherwise,itwillbe
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impairedwhennegativeeWOMisdeliveredbytheconsumer(Hennig-Thurauetal.,2004).According
toMatuteetal.(2016)andPrasadetal.(2017),eWOMplaysaverysignificantroleinthelevelof
customertrustwhendecidingtobuyaserviceproduct.

OneoftheservicebusinessescurrentlydevelopinginIndonesiaisthelifeinsurancebusiness.
Overthelasttenyears,thisbusinesshasseenasignificantincreaseinpremiumincome.Theaverage
increaseinpremiumsintheperiodfrom2005to2015was9%(OJK,2016).However,anincreasing
premiumwasoccurredinperiodof2015-2016.In2015wasreportedthetotalpremiumofUS$10.2
million,andin2016wasreportedthetotalpremiumofUS$12.9million, it increasedupto26%
(OJK,2016).Theincreasingamountofpremiumswasalsooffsetbyanincreaseinthenumberoflife
insurancecompanies.In2011,therewere45insurancecompaniesinIndonesia.In2016,thenumber
ofinsurancecompaniesincreasedto52(OJK,2016).However,theincreasewasstilllesssignificant
whenviewedfromthelevelofconsumerparticipationinbuyinglifeinsuranceproducts,whichwas
onlyUS$54perpersonperyear.ThisisnotcomparablewiththehugepopulationofIndonesia,which
isapproximately240millionpeople(BPS,2010).Therefore,furtherresearchisnecessarytoreveal
thefactorsthatinfluencedecisionstobuylifeinsuranceservicesinIndonesia.

Theenormousmarketpotentialmustbemanagedusingappropriatestrategies(Christodoulides
etal.,2012;Lee&Youn,2009).Oneapproachisusingvariousmediaincludingonlinemedia(Lee
&Youn,2009;Pooletal.,2016).AccordingtoChristodoulidesetal.(2012),variousonlinemedia,
suchasWhat’sApp(WA),Instagram,Facebook,emailandsoforth,canbeusedtomarketproducts.
Meanwhile,accordingtoBachleda&Berrada-Fathi(2016)andShinetal.(2014),intheonlineera,
eWOMisaveryeffectivemethod formarketingserviceswhencompared to traditionalwordof
mouth(tWOM)intermsofthebreadthandeaseofreach.Richins(1984)definedtWOMisaform
ofcommunicationusingproximity(facetoface).tWOMpromotesfacetofacecommunicationsfor
sharingpositiveornegativeinformationaboutexperiencesrelatedtogoods,services,andproducers
(Richins, 1984). On the contrary, eWOM is a form of communication using internet media, for
exampleemailandsocialmedia,tosharepositiveornegativeinformationaboutexperiencesrelated
togoods,services,andproducers(Hennig-Thurauetal.,2004).

VariousstudiesinthefieldofservicesexploringeWOMandconsumers’decisionsabout
buyingserviceshaveexploredvariousaspects.Forexample,Matuteetal.(2016)examinedthe
effectofeWOMontrustinbuyingonlineservices.Likewise,Prasadetal.(2017)alsoexamined
theeffectofeWOMondecisionstousetheprovisioningfacilitiesofwebmediaservices.Other
studiesontWOM,suchasLinandLu(2010),haveinvestigatedtherolesoftWOMinthefield
ofhospitalservices.Furthermore,Jalilvandetal.(2017)studiedtheassociationoftWOMwith
trustinthehospitalityservicefield.

However,nopreviousresearchhasexaminedthesimultaneouseffectsofeWOMandtWOMon
consumers’buyingdecisionswithrespecttothevariableoftrustintheservicesector.Forexample,
althoughthestudiesofMatuteetal.(2016)andPrasadetal.(2017)discussedtheeffectofeWOM
onservicebuyingdecisions,theydidnotaddressspecifictWOMvariables,particularlytheirrolesin
buyingdecisions.Similarly,whileLinandLu(2010)andJalilvandetal.(2017)didexaminebuying
decisionsintermsoftWOM,theyneverspecificallydiscussedtheinfluenceofeWOMvariables
onservicebuyingdecisions.Inanotherstudy,Husinetal.(2016)alsoreportedonlifeinsurance.
However,theyonlydiscussedbuyingdecisionsintermsofmassmediaandthevariableoftWOM,
without addressing the role of eWOM. Therefore, this study contributes theoretically to fill the
gapsthathavenotbeenstudiedpreviously.ThisstudyexplorestheeffectsofeWOMandtWOMas
predictorsoftrustindecisionstopurchaselifeinsuranceservicesinIndonesia.

Ourfindingscanserveasareferencetolifeinsurancecompaniespreparingpromotionalstrategies
toachievemarketpenetration.Inaddition,thefindingsareusefulforlifeinsurancemarketershoping
toimprovetheirservicesforcustomersandprospectivecustomerssothatlargemarketpotentialcan
bemanagedmaximally.
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THEoRETICAL BACKGRoUND

overview of Life Insurance
Lifeinsuranceisanagreementbetweenaninsurancecompanyandapolicyholdertoinsuretherisk
thatbefallsaperson’slifebythereplacementofsomemoney(Arrow,1971).Aninsurancecompany
providescompensationforthedeathorlifeofaninsuredperson.AccordingtoAkotey&Abor(2013),
insuranceisatwo-partyrisktransferfromtheinsuredastheowneroftherisktotheinsurerasthe
recipientofrisktransfer.Theinsuredisanindividualwhoneedscertaintyagainsttherisksencountered,
suchastheriskoffinanciallossduetoillness,death,orretirementfromwork,andotherfinancial
risksassociatedwithaperson’slife,andtheinsurerisaninsurancecompanythatreceivesthetransfer
ofriskfromtheinsuredpartyandpromisestoprovidefinancialreimbursementincaseofrisksto
theinsured.Asaconsequenceoftherisktransfer,theinsuredpaystheinsurancecompanyasumof
moneycalledapremium(Zeckhauser,1969).

Principally,insuranceserviceisabusinessappointment(Amron,2017).Aninsurancecompany
promisestoindemnifythepolicyholders(theinsured).Alifeinsurancecompanyisacompanythat
providesservicesinriskmanagementbyprovidingpaymentofcompensationtopolicyholders.The
insurancecompanypaysthebenefitofthepolicytothecustomerortheinsuredwhodiesorhasan
accidentasagreedinthepolicy(Akotey&Abor,2013;Husinetal.,2016).Thevalueoftheinsurance
benefitpaymentreferstotheproceedsoftheagreedfundmanagementinthecontractbetweenthe
insurerandtheinsured(Akotey&Abor,2013).

Therearetwotypesofinsurance;lifeinsuranceandgeneralinsurance(non-life).Thedifference
betweenlifeinsuranceandnon-lifeinsuranceisthattheobjectofriskforlifeinsuranceisriskthat
befalls the life of a humanbeing, such asdeath, pension risk, illness and so forth, andnon-life
insuranceemphasizesobjectsoftheriskoflossofproperty,suchassufferinglossesduetoevents
thatoccursuddenlyandunexpectedlyasaresultoffloods,volcaniceruptions,andfires(Husinetal.,
2016;Amron,2017).Assuch,lifeandnon-lifeinsurancebothoperateinthesamefieldreferringto
theprincipleofutmostgoodfaithandindemnity.Utmostgoodfaithmeans,inrunningaservice,the
insurancecompany’sactionisbasedonthebestfaith.Theprincipleofindemnityisthatinsurance
companiesworkprofessionallytorecoverthefinancesofaninsuredpersonwhoisunfortunateand
requirescompensationfromtheinsurer(Akotey&Abor,2013;AmronandUsman,2016).

Buying Decisions
Decisiontheoryhasbeendevelopedveryrapidlyinvariousdisciplines.Thefieldofmarketingscience
is no exception.Particular attentionhasbeenpaid todeveloping amodelof consumers’buying
decisionwhenbuyinggoodsorservices(WebsterandWind,1972,Lyeetal.,2005).Accordingto
Lyeetal.(2005),thedevelopmentofdecisiontheorycanbedividedintothreemaintheories;first,
normativedecisiontheory,whichisadecisiontheoryusedtoexplainthemaximizationofbenefits.
Second,behavioraldecisiontheoryisusedtoexplainthelevelofsatisfactionobtainedasaresult
ofdecisionmaking.Third,naturalisticdecision theorydescribesnatural settingsandmodels. In
principle,thethreemaintheorieshavesimilarities.Theyalltrytoexplaindecisionbehaviorinthe
faceofuncertainty.Oneexampleofuncertaintyistheriskoflimitedinformationwhendecidinga
buysomething(WebsterandWind,1972;Lyeetal.,2005).

Toobtainmaximumresultsinapplyingtheabovetheoriesinthefieldofservice,consumersneed
whatiscalleddecisionstrategy(Lyeetal.,2005;WebsterandWind,1972;Borghinietal.,2006).
Decisionstrategyspecificallydescribesthebasicconceptofdecisionmakingbyconsumers(Lyeet
al.,2005;WebsterandWind,1972;Wooetal.,2015).Thestrategyofdecisionmakingisaprocess
ofanalyzing,assessingandmakingdecisionsfromthevariousprofitablealternatives(Websterand
Wind,1972;Borghinietal.,2006).

AccordingtoChenetal.(2013)andMakkonenetal.(2012),adecisiontobuylifeinsurance
objectisdifferentfromotherobjectsbecauselifeinsuranceisincludedinacomplexcategory.Thisis
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basedonthebasicfactthatlifeinsurancebusinesshasauniquenature;itusesthelifecyclereference
orone’s lifeas thebasisof transaction (Husinet al.,2016).Theother fact is someonewhohas
decidedtobuylifeinsurancewillnotnecessarilyenjoythebenefits.Thereasonisthat,inthecase
ofassuranceduetodeath,theonewhogetsthebenefitistheheir,soprospectiveconsumerstendto
bemoreseriousinfindinginformationfromvarioustrustedreferencesbeforedecidingtobuylife
insuranceservices(Husinetal.,2016).

Insuranceisapromisebusiness;theinsurancecompanypromisestogivesomecompensation
duetosicknessordeath(Husinetal.,2016).Consumerscannotenjoythepromiseofinsuranceat
thebeginningof the transaction.Theyhave towaituntil theyaresickordie.Then, thepromise
eitherisproventobefulfilledornotbytheinsurance.Meanwhile,theeventofillnessordeathisan
eventforwhichthetimingcannotbeascertained(Husinetal.,2016).Hence,inthecaseofbuying
insuranceservices,consumersneedextremelyreliableinformationsupport(Husinetal.,2016;Chen
etal.(2013);Makkonenetal.,2012).AccordingtoWooetal.(2015),informationmaycomefrom
WOM,suchasthereferralsofclosepeoplewhohavepersonalexperienceorotherswhohaveused
theproduct.Ontheotherhand,Christodoulidesetal.,(2012)pointedoutthatinformationcancome
fromrecommendationsobtainedfromonlinemedia,suchasWA,Instagram,Facebookandother
onlinemedia.ThisiscommonlyreferredtoaseWOM.AccordingtoChristodoulidesetal.(2012),
theimpactofeWOMdiffersforeachperson.Forexample, theyfoundthatUKcitizensarevery
sensitivetonegativeeWOMcomparedtoChinesecitizens.

Association of eWoM and tWoM With Trust
eWOM is a form of positive or negative information produced by consumers in regard to the
performanceofaproduct/serviceorcompanythroughtheinternetmedia(Hennig-Thurauetal.,2004).
Forexample,aconsumerpostsastatementviaemailorsocialmedia,onFacebookorInstagramfor
example,containingareviewoftheexperienceofconsumingaparticularservice(Yapetal.,2013).
Currently,socialmediahasbecomeaveryhighpotentialmediatospreadeWOMforaproductor
serviceandevenacompany’sname(Christodoulidesetal.,2012).Positiveinformationandreviews
ofaproductorcompanythroughonlinemediadeliversthesignificant,positiveimpactofeWOMto
aproduct/company.Moreover,positiveeWOMisabletoincreaseconsumers’trusttobuyaproduct.
Conversely,negativeeWOMreducesconsumers’trustinaproduct/company.Itisverydetrimental
toacompanywhendisappointedconsumersconveyanegativeexperiencethroughsocialmedia.
Negativeinformationspreadsquickly,anditcannotbepreventedduetothenatureofeWOM,which
isbasedononlinetechnology.

Alongwiththedevelopmentofinformationtechnology,theroleofeWOMhasbecomevery
importantforconsumerswhorefertoonlinemediabeforebuyingproductsorservices(Bachleda
&Berrada-Fathi,2016).Prospectiveconsumershaveavarietyofinformationsourcesfromonline
media;themorepositivetheeWOM,themoreprofitablethecompany.AccordingtoChristodoulides
etal.(2012),onlinemediaisoftenusedbyconsumerstodelivereWOMthroughemail,Instagram,
Facebook,WA,Line,blogs,etc.Furthermore,Lin&Lu(2010)andChristodoulidesetal.(2012)
assertedthateWOMhastheadvantagesconveyinginformationrapidlyandbroadly.

Various studieson theeffectivenessofconsumers’buyingdecisions in the fieldof services
haveplacedeWOMasapredictoroftrust.AlmostallstudieshaveplacedeWOMasaverypowerful
predictorofthetrustvariable.Forexample,Bachleda&Berrada-Fathi(2016)placedeWOMasa
predictoroftrust,andtheirresultshowedthateWOMhasapositiveandsignificanteffectontrustin
onlineservices.Inaddition,Matuteetal.(2016)foundapositiveassociationbetweeneWOMandtrust
inthefieldofonlinevendorservices.Likewise,Prasadetal.(2017)foundapositiveandsignificant
relationshipbetweeneWOMandtrustintheservicefieldamongrespondentsfromacademia.

AlthoughmanystudieshavesuggestedthateWOMismoreeffectivethantWOM,manyworks
havealsofoundthattheroletWOMplaysasapredictoroftrustininfluencingconsumers’buying
decisionscannotbeignored(Shinetal.,2014;Lin&Lu,2010;Jalilvandetal.,2017).Richins(1984)



International Journal of E-Business Research
Volume 14 • Issue 4 • October-December 2018

95

alsoconfirmedthattWOMisaformofcommunicationusingproximity(facetoface).Thismeansthat
thereisapersonalrelationshipbetweenoneconsumerandanother.Theclosenessoftherelationship
intWOMisalsoemphasizedbyCheema&Kaikati(2010),whostatedthattWOMisameansof
sharingexperiencesthroughface-to-facecommunicationbypromotingsocialbenefitsandpersonal
costbenefits.TheadvantageoftWOMisthatitpromotesfacetofacecommunicationsandsharing
informationaboutexperiencesrelatedtogoods,services,andproducers(Richins,1984).ThetWOM
communicationmodelsometimesinvolvesaclosesocialrelationshipbetweenthemessagegiverand
recipient.Inaddition,tWOMoftenmakespeoplecloserbecauseoftheemotionalrelationshipthat
existsamongindividuals,sotWOMisnotjustlimitedtoinformationbutismorepersonal(Cheema
&Kaikati,2010;Herretal.,1991).

StudiesconductedinthefieldofservicesprovethattWOMcanbeagoodpredictorofthetrust
variable.Forexample,Shinetal.(2014)statedthat,inadditiontoeWOM,tWOMalsoplaysastrong
roleininfluencingtrust.ThesefindingsarealsocorroboratedbyLin&Lu(2010),whofoundthat
tWOMhasapositiveandsignificanteffectontrustintravelservicesinTaiwan.Otherfindings,such
asthoseofJalilvandetal.(2017),whoexaminedthehotelservicefield,alsofoundthattWOMhas
apositiveandsignificanteffectontrust.

Basedontheabovedescription,thisstudyconcludesthateWOMhasapositiveandsignificant
effectontrustviaonlinemedia,whiletWOMalsoinfluencetruststhroughthepersonalfacetoface
approach.Hence,wehaveformulatedtwohypothesesasfollows:

H1:tWOMhasapositiveandsignificanteffectontrust.
H2:eWOMispositivelyandsignificantlyassociatedwithtrust.

Association of Trust and Buying Decisions
AccordingtoHosmer(1995),trustisacommitmentheldbythepartiesinvolvedinatransaction.A
consumer’strustistheconsumer’sexpectationthattheproviderofgoods/servicesisindependent
andtrustworthyinfulfillingitspromise(Sirdeshmukhetal.,2002;Johnson&Grayson,2000).Trust
isclosely related tohonest transaction information(Wuetal.,2008).Anderson&Narus (1990)
explainedthatdifferencesbetweentwopartiescanariseinatransaction,buttrustwillbridgethegap.

Trustinservicesisrelatedtoapromise,whichisthekeytotherelationshipbetweenconsumers
andproducers(Arnot,2007).Serviceproviderspromiseconsumersthattheywillperformaservice
(Wuetal.,2008).Customerswhoreceiveinformationinaccordancewithreality,i.e.,receivingthe
serviceaspromised,havesufficientbelief tomakebuyingdecisions(Anderson&Narus,1990).
Trustinthisstudyistrusttothecompany(Liuetal.,2013).

Manystudieshadbeenconductedtoexploretherelationshipoftrustwithconsumerbehaviorin
theservicefield.ForexampleTseng&Lee(2016)examinedtheeffectsoftrustonbuyingdecisions
inthefieldofonlineservices.Theyfoundthattrusthasasignificanteffectonbuyingdecisions.Liu
etal.(2013)examinedtheeffectoftrustonbuyingdecisionsrelatedtoonlineservicesinChinaand
foundthattrusthasapositiveandsignificantassociationwithbuyingdecisions.Thus,westrongly
supporttheviewthattrusttocompanyispositivelyassociatedwithbuyingdecisionsrelatedtolife
insuranceservices(seeFigure1).

H3:Trusthasapositiveeffectonlifeinsurancebuyingdecisions.

RESEARCH METHoD

Thisstudyconsistedoffourlatentvariables,i.e.:tWOM,eWOM,trust,andbuyingdecisions,with
atotalof18items.Previousstudieswereusedasareferenceforcontentvalidity,andtheresearcher
madesomenecessarymodificationsonsomeitems.ThepreviousstudiesareJalilvandetal.(2017),
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Matuteetal.(2016),andTseng&Lee(2016),andthevariablesweredevelopedthroughamedia
questionnaire. Questionnaires were also used as an instrument to capture the characteristics of
respondents,suchasgender,age,occupationandotherdemographicinformation.Theresearcher
usedascaleofonetoninetoexpressstronganswersfromstronglyagreetostronglydisagree.The
dataobtainedfromtherespondentswereanalyzedusingstructuralequationmodeling(SEM).The
questionnairesweredistributedto500respondentsintwocitiesinIndonesia,JakartaandSurabaya.
Thecriteriaoftherespondentswereasfollows:onlinecommunitymembers,aminimumageof20,
andhavinglifeinsurancepolicies.

RESULTS AND DISCUSSIoN

A total of 430 questionnaires were feasible and declared good for the analysis process. The
participation rate of the respondents reached 0.86 percent, which is considered very good
(Babbie,2007).Theresultsofprimarydataanalysisfoundthat57percentoftherespondents
werefemale,andtheremaining43percentweremale.Respondentsaged41yearsto50yearsold
madeup21percentofthetotal,40percentwereaged30to40yearsold,andtheremaining39
percentwereunder30yearsofage.Therespondentsworkingforprivatecompaniesaccounted
for55percent,15percentofthemwerecivilservants,20percentwereentrepreneurs,andthe
remaining10percentwereintheinformalsector.Atotalof49percenthadbeenmembersof
theonlinecommunityover6years,38percentweremembersforaperiodof3to5years,and
therestjoinedlessthan3yearspriortothestudy.Fortypercentofthemhadbeenlifeinsurance
policyholdersformorethan5years,39percentfor2to4years,andtheremaining21percent
heldpolicesnolongerthan2years.

The Instruments of Validation and Reliability
Convergentvaliditywasmetinthisstudy.Byusingthevarimaxrotationmethod,eachiteminthis
studyhadaloadingfactorofover0.7.AccordingtoHairetal.(2014),theidealloadingfactoris0.7
ormore(seeTable1).Theresultsoffactorconfirmationanalysisstatethatthesignificanceofthe
loadingfactorisatthelevelof0.01.

Theinstrumentreliabilityinthisstudyisshownbycompositereliability(CR)reachingafigure
higherthan0.7.Inaddition,itisalsoprovenbytheaveragevarianceextracted(AVE)greaterthan
0.5,asshowninTable1.AccordingtoHairetal.(2014),CRshouldbeequaltoorgreaterthan0.7,
whenAVEisequaltoorgreaterthan0.5.Table1showsthattheinstrumentofreliabilityinthisstudy
supportsconvergentvalidity.

Furthermore,thisstudyalsofoundthatdiscriminantvaliditywasmetsinceallindicatorsdonot
showhighintercorrelationwiththeotherindicatorsthatmeasuredifferentconstructs.Table2affirms
thatAVEisgreaterthanthesquareofitscorrelationestimate.

Figure 1. eWOM model
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Table 1. Factor loading of measurement items

Variables Items Description Loading

tWOM

tWOM1 Myfamilysaidpositivethingsaboutthelifeinsurance 0.81

tWOM2 Myclosefriendsaidpositivethingsaboutthelifeinsurance 0.78

tWOM3 Theexpertsrecommendedtodobusinesswiththelifeinsurance
company 0.75

tWOM4 MysuperiorrecommendedthatIbuylifeinsurance 0.77

eWOM

eWOM1 Ioftenreadotherconsumers’reviewsonlinestatingthatlife
insuranceclaimsarepaidimmediately 0.82

eWOM2 Ioftenreadotherconsumers’reviewsonlinestatingthatthe
arrangementsoflifeinsuranceclaimdocumentsareverysimple 0.81

eWOM3 Ioftenreadotherconsumers’reviewsonlinestatingthatthe
procedureofbuyingapolicyisveryfast. 0.81

eWOM4 Ioftencommunicatewithinsurancecustomersonlinetofindout
whatlifeinsuranceratepremiumisappropriate 0.70

eWOM5 Ioftencommunicatewithinsurancecustomersonlinetofindoutif
theonlineserviceofalifeinsurancecompanyisgood 0.80

Trust

TRS1 Ibelievethatthelifeinsuranceclaimsarepaidontime 0.78

TRS2 Ibelievethatthelifeinsuranceclaimsarepaidintheappropriate
amount 0.77

TRS3 IbelievethatthepolicyandpremiumofthelifeinsurancethatI
boughtisappropriate. 0.73

TRS4 Thepersonnelofthelifeinsurancecompanyaretrustworty 0.77

TRS5 Thepersonneloflifeinsurancecompanyhaveintegrity 0.76

Buyingdecision

BD1 Iboughtaproductfromthelifeinsurancecompanywithout
hesitation 0.72

BD2 Iwillbuythesameproductinthefuture 0.80

BD3 Ibuylifeinsuranceproductsmorequicklythanothers 0.79

BD4 Myopiniontendstobeinfluencedbyothers 0.80

Source: Data Analysis, 2017

Table 2. Reliability and discriminant validity

Variables No. of 
Items

Composit 
Reliabiliy tWOM eWOM Trust Buying 

Decision

tWOM 4 0.87 0.81

eWOM 5 0.85 0.53 0.70

Trust 5 0.84 0.52 0.68 0.74

BuyingDecision 4 0.83 0.22 0.42 0.36 0,73

Note: The Main Diagonal is AVE
Source: Data Analysis, 2017
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Goodness of Fit for the Model
ReferringtothecriteriaofHairetal.(2014),alltheresultsoffitmodelmeasurementsthatwere
conductedinthisstudyindicatethatthemodelhasmetthecriteriaofgoodnessoffit.Thisisin
accordancewiththefactthat,intermsoffit,thechi-squarestatisticobtainedis134.12.Thegoodness
offitindex(GFI)is0.94,theadjustedgoodnessoffitindex(AGFI)is0.92,andtherootmeansquare
errorofapproximation(RMSEA)is0.03.Theincrementalfitsizeofthemodelshowsanacceptable
index,asmeasuredbythefitsizeoftheTuckerLewisIndex(TLI)of0.97,andthecomparativefit
index(CFI)of0.99.Thus,itisconcludedthatthemodelusedinthisstudyhasmetthecriteriaof
goodnessoffit.

Hypotheses Testing
ThehypothesistestinthisstudyconcludedthathypothesesH1,H2,andH3areacceptedstatistically.
tWOMandeWOMhaveapositiveandsignificanteffectontrust(β=0.090;p<0.039)and(β=
0.652;p<0.000),sohypothesesH1andH2areaccepted.Inaddition,trustinfluencesbuyingdecisions
positivelyandsignificantly(β=0.399;p<0.001);therefore,H3isaccepted(seealsoTable3).

The Factors Influencing Trust
TheresultsofthisstudyfoundstrongeffectsoftWOMandeWOMontrust.tWOMandeWOM
influencetrustinapositivedirection;thestrongerthetWOMandeWOMreceivedbytheconsumer,
thestrongertheconsumer’strusttobuy.

IntermsoftheeffectoftWOMontrust,thisstudyprovedthattWOMhastheabilitytoserve
asapredictoroflifeinsurancecustomers’trust.AlthoughtheeffectoftWOM(β=0.090)issmaller
thanthatofeWOM(β=0.652),theroleoftWOMinestablishingcustomertrustcannotbeignored,
asshownbythep-valueof0.039(<0.05)(seealsoTable3).Therefore,thisstudysuggeststhatthe
managementoflifeinsurancecompaniesshouldkeeppayingattentiontotheexistenceoftWOMwhen
developingpromotionprograms(Cheema&Kaikati,2010;Herretal.,1991).Althoughtheresults
ofthisstudyareinlinewithJalilvandetal.(2017),assertingthatthereisanassociationoftWOM
withtrust,theformingelementsoftWOMinthisstudyweredifferent.ThetWOMwasformedbythe
proximityofthepartieswhodeliveredthetWOM.Theclosertherelationshipbetweentheparties,the
easieritisforittobeacceptedasareference.Suchrelationshipsasfamilymembers,closefriends,
andotheremotionalrelationshipsplaybiggerrolesinthisresearch.Therefore,thisstudyrecommends
thatmarketersmakeeffortstoincreasethepositivetWOMinthesaleoflifeinsuranceproducts.
ThetrickistofocusonvariouseffortsrelatedtotheimprovementoftWOMrecommendationsthat
involvebothpersonalandemotionalclosenessbydevelopingvariouspromotionalprogramswhich
arepersonalandemphasize face to face interactionwithcustomers suchasbusinessgatherings,
visitingpotentialcustomers,andbeingactiveinotherpersonal/emotionalstrategicevents(Richins,
1984;Shinetal.,2014).

ThisstudyalsofoundastrongeffectofeWOMontrust.Italsoprovesthatonlineinformation
media is able to place eWOM as a strong predictor of consumers’ trust. Through eWOM, a
consumer’strustisformedbyvariouskindsofinformationconveyedbyconsumerswhohavehad

Table 3. Hypothesis testing

Hypothesis Est. C.R Probability Result

H1: tWOM→Trust 0.090 2.060 0.039 Supported

H2: eWOM→Trust 0.652 6.100 0.000 Supported

H3: Trust→BuyingDecision 0.399 4.600 0,001 Supported

Source: Data Analysis, 2017
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theexperienceconsuminglifeinsuranceproducts.Throughonlinemedia,variousinformationabout
positiveexperiencesconsuminginsuranceservicesspreadeasilyandformconsumers’perceptions
(Christodoulidesetal.,2012).ConsumerswhoaccessonlinemediaobtaininformationviaeWOM
onthemeritsofaproductandviceversa(Hennig-Thurauetal.,2004;Yapetal.,2013).eWOM
spreadsvariouskindsofinformation,suchasthespeedofclaimdocumentprocessing,thespeedof
claimpayments,easeoftheproceduresforbuyinginsurancepolicies,andflexiblepaymentsystems
forinsurancepremiums.TheresultsofthisstudyagreewithMatuteetal.(2016),whorevealedthe
positiveandsignificantrelationshipbetweeneWOMandtrust.Inaddition,thisstudyisalsoinline
withBachleda&Berrada-Fathi(2016).However,whatdistinguishestheresultsofthisstudyfrom
thetwoabovestudiesisthattheeWOMispredominantlyformedbynon-pricefacilityreferences.
Thereferencesreceivedonlineabout theeaseofclaimingclaimsandclaimprocedureswere the
main forming elements of the eWOM when compared with references to insurance rates. The
respondentsbelievedthatnon-pricefacilitiesarethemainreferencesthatserveasthebasisoftrust
inlifeinsuranceservices.Inotherwords,cheappriceisnotareasongranttrust.Thisstudysuggests
that themanagementof life insurancecompanies shouldbuild trustby formingpositiveeWOM
(Prasadetal.,2017).Thetrickistoprovideconvenienceintheprocessofclaimpayments,such
assimplifyingthefillingoutofclaimforms,givingquickresponsestoonlineclaimsubmissions,
andprovidingassurancesthatcustomerswillreceiveclaimsbenefitsinatimelymanner.Theother
wayisbyincreasingthecapacityofonlineservices,whichcanbedonebyinsurancecompanies,for
example,byadoptingtheconceptofinformationtechnologyoutsourcing(ITO)thathasbeenwidely
usedinthebankingindustry,particularlyfore-bankingproducts(HanafizadehandRavasan,2017).

Inaddition,theresearcherrecommendsthatmarketersalwayselucidatetheeaseoftheclaiming
processtocustomersbyprovidingclearandinterestinginformationonhowtofilloutclaimapplication
formsandexplainingclaimsonlineinafunway.Thiswouldleadcustomerstohavepositiveperceptions
ofaneasyandfunclaimingprocess.

The Factors Influencing Buying Decisions
This study found that trust positively influences buying decisions as indicated by the estimated
coefficientvalueof0.399withasignificance levelof0.001(seealsoTable3).Thismeans that
customerswhohavehightrustwillbehappytodecidetobuylifeinsuranceproducts(Chenetal.,
2013).Thecustomersbelievethatthecompanywillfulfillthepromisesdelivereduponinsurance
closing(Makkonenetal.,2012).Thecustomersbelievethatthecompanywillkeepitspromiseto
paytheclaimontimeandintheexactamount.Moreover,thecustomersbelievethattheinsurance
companywillalwaysbetransparentinprovidinginformationtoitscustomersbothonlineandoffline.
ThisstudysupportsthepreviousstudiesconductedbyTseng&Lee(2016)andLiuetal.(2013),which
confirmthatthereisapositiverelationshipbetweentrustandbuyingdecisions.However,thisstudy
isdifferentfromthetwopreviousstudies.Thedifferenceisthatthemainfactorformingcustomers’
trustinthisstudyistheabilityofinsurancecompaniestofulfillthepromisetopayclaimsontime.In
addition,thesecondfactorthatestablishedtrustinthisstudyistheabilityoftheinsurancecompany
topayexactclaimamounts.Thismeansthattherespondentsbelievethattimelypaymentofclaims
isaveryimportantfactorwhenitcomestotrustinganinsurancecompany.

The role of trust in buying decisions is very meaningful when viewed from the results of
thestatisticalcalculations.Thep-valueof0.001(<0.05)showsthattheelementoftrustplaysan
importantroleinthedecisiontobuylifeinsuranceservices(seealsoTable3).Therefore,thisstudy
recommendsthatcompanymanagementshouldpayattentiontotheelementoftrustintheirmarketing
programs(Wooetal.,2015).Thetrickistokeepallpromisesmadetothemostimportantcustomers
bypayingclaimsontime.Makingiteasytomakeclaimsonline,simplifyingtheprocessoffilling
outforms,andcuttingdownunnecessarybureaucracyaretacticsthatcanbeappliedbylifeinsurance
companies.Intermsofhumanresources,companymanagementshouldprovidepersonnelwhohave
theabilitytoprovidecomprehensiveservice(Astuti&Ingsih,2015).Lifeinsurancecompaniesthat
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areabletokeepthepromisetopayclaimsontimetotheircustomerswillgainahighleveloftrust,
socustomerswillnothesitatetobuylifeinsuranceproductsonoffer.Intheend,verylargemarkets
canbedevelopedtothemaximum.

MANAGERIAL IMPLICATIoN

ThefirstmanagerialimplicationreferstothefindingsofthisresearchthattrustisbuiltbyeWOMand
tWOM.WerecommendthatcompanymanagementactivelyimproveeWOMandtWOMperformance.
To improve positive eWOM, a company’s management should not only stick to offering cheap
policies,butmustalsosimplifytheclaimprocess.Asimpleandeasytounderstandclaimprocess
alongwiththeprovisionofareliableonlinesystemwillbeavaluablereferencethatcanimprove
positiveeWOM.Inaddition,theprovisionofonlinefeatureswhicharesimpleandeasytounderstand
willalsocontributetopositiveeWOM.

ToenhancethepositiveroleoftWOM,themanagementofinsurancecompaniesshouldfocuson
developingmarketingprogramsthatcontainelementsofpersonalandemotionalrelationships,such
asconductingbusinessgatheringevents,potentialcustomervisits,andactivenessinstrategicevents
followedbyconsumers.Allofthesestepscanserveasimportantreferencesourcesforconsumers,
thuscontributingtotWOM.Inaddition,marketersareadvisedtodopromotionsthatinvolvemore
intensiveinteractionwithcustomersbysharingpositiveexperiences.Marketerscanalsomakeonline
mediaameanstocombinetheroleoftWOMtostrengtheneWOMpositions.

The second managerial implication, based on the findings of this study, states that buying
decisionsaresignificantlyaffectedbytrust.Companymanagementisadvisedtocreatepoliciesthat
haveanimpactonincreasingtrustbykeepingallpromisesmadetocustomers.Keepingpromisesdoes
notmeanjustpayingtherightamountsofclaims,butitisalsoimportanttomaketimelypayments.
Customerswhofeelwell-servedwhenreceivingtimelyclaimpaymentsaspromisedwillbelieve
strongly in the company’s performance. In the end, a deep sense of trust will affect customers’
decisionstobuylifeinsuranceproducts.Asaresult,thelargemarketpotentialofalargemarketcan
bedevelopedmaximally.

CoNCLUSIoN

ThisstudyexaminedtherelationshipbetweeneWOM,tWOM,andtrustvariablesandtheirimpacton
buyingdecisionsthroughanintegratedmodelbytakingthelifeinsurancebusinessastheobjectofstudy.

Thisstudyhasthreemainfindingsthatareverysignificant;first,bothtWOMandeWOMastrong,
positiverelationshipwithtrust.ThesecondfindingisthateWOMsurprisinglyplaysastrongerrole
thantWOMininfluencingthetrustvariable.Thethirdfindingisthatthisresearchisabletoprove
thatthevariableoftrustcanbeagoodpredictorofconsumers’buyingdecisions.

This study suggests thatmanagementof life insurance companies shouldnot only focuson
buildingtrustfromthetWOMside.Alongwiththerapiddevelopmentofinformationtechnology,
it is necessary to systematically build positive eWOM. Online-based eWOM has the advantage
ofspreadinginformationrapidlyandextensively.ThisstudyfoundthateWOMhastheabilityto
greatlyaffectcustomers’trusttobuylifeinsuranceservices;infact,itisseventimesstrongerthan
tWOM.Thus,theresultspromotingeWOMasrecommendedherewillhaveaverystrongimpacton
improvingcustomers’trustinbuyinglifeinsuranceproducts.Basedonthesefindings,intheend,
thelargemarketpotentialcanbedevelopedoptimallybylifeinsurancecompanies.
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