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ABSTRACT 

A high impact of flood has become an annual experience in Malaysia. 

However, flood insurance is still a neglected part of integrated flood risk 

management. In Malaysia, including Sabah and Sarawak, 189 river basins 

flow directly into the South China Sea, 85 of which are prone to repeated 

flooding (89 in the Malaysian peninsula and 78 in Sabah, and 22 basins are 

in Sarawak. It is estimated that the flood-prone area is about 29,800 square 

kilometres, accounting for 9 percent of Malaysia's total area, affecting 

nearly 4.82 million people, accounting for about 22,000 square kilometres 

of the country's total population according to statistic. In this research 

study is to find out and identify the factor intention to purchase flood 

insurance among homeowner in Klang Valley, Malaysia. In Malaysia, 

there are less than 30 percent have flood insurance and uncertain risk 

perception that may reduce their losses when flood occur according to a 

research of Global Academic Excellence. The results of this study provide 

an important input to build and increase the risk perception an affordable 

flood insurance. In order to trigger homeowners, purchase intention for 

future financial protection, especially a safety net for the countries low-

income and most vulnerable flood victims.  

Keywords: Flood disaster, Purchase’s intention, Homeowner, Risk 

perception, Flood   Insurance 
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INTRODUCTION 

Flood can be defined as any high water level in any part of a river system 

that controls natural or artificial levees. Therefore, when the river banks 

are covered, the water will extend to flood plain, which is usually harmful 

to society (Baharudin, 2013). When a flood occurs, it can have a terrible 

effect on people because it can disrupt people's daily activities, and it may 

last for a week in the years to come. Climate change may make the 

situation more challenging (Flood National Risk Assessment, 2011). Flood 

is a natural event, no matter how hard the government or society tries to 

minimize or completely stop it (Flood Risk Management Planning in 

Scotland: Arrangement for 2012 – 2016, 2012).   

The most devastating natural disaster in Malaysia was the floods. 

In Malaysia, including Sabah and Sarawak, 189 river basins flow directly 

into the South China Sea, 85 of which are prone to repeated flooding (89 

in the Malaysian peninsula and 78 in Sabah, and 22 basins are in Sarawak. 

It is estimated that the flood-prone area is about 29,800 square kilometres, 

accounting for 9 percent of Malaysia's total area, affecting nearly 4.82 

million people, accounting for about 22,000 square kilometres of the 

country's total population (Department of Irrigation and Drainage 

Malaysia, 2009). Flood insurance is a contract of insurance that is sold to 

individuals whose property is at risk of flooding. It seeks to compensate 

for the damage caused by the flood. In developing countries, typical flood 

management plans focus mainly on structural measures. Flood insurance 

can reduce potential economic losses and government spending in flood 

management. Malaysia plans to upgrade its spending on flood control 

every five years. For developing countries like Malaysia, it is estimated 

that future river improvement and flood prevention costs will continue to 

soar and remain daunting. Currently, Malaysia has to spend at least RM5 

billion for flood mitigation expenditure (Razak & Najib , 2012).  Moreover, 

most people in Malaysia are less concerned about environmental issues, 

particularly disasters, because they believe that the problem is a trivial 

one that should be addressed by regional or local authorities. They expect 

the government to be the only flood-control provider in the event of 

floods. Clearly, people will respond to disasters with one of four options 
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for adaptation, protection, withdrawal, and inaction. It can be seen that 

human adaptation to the flood disaster is naturally different due to the 

different regional environment, national economy, people's way of life 

and social structure (Tekeuchi & Kuniyoshi, 2002). Hence, this research 

studies and analyse the factors that trigger the homeowner to have 

purchase intention of flood insurance. In this chapter provides a summary 

of this research. 

LITERATURE REVIEW 

 

This section reviews the literature and relevant theoretical models of this 

study. Therefore, establish a theoretical framework according to the 

research objectives and problems raised in the previous chapter. 

 

Purchase Intention 

 

In the research of (Richard , Okoumba, & Pooe, 2013) had concluded 

purchase intention as a willingness and possibility that consumer 

purchases intention to purchase a specific service or produce in the future. 

Moreover, (Michel, Kim, & Zhou, 1996) had define purchase intention is 

the customer individual intention to purchase a specific service and 

product that they had decided after a certain evaluation. (Hsinkuang, Ren 

Yeh, & Tsaoi, 2011) Found out that customer’s purchases intention is 

based on their preferences for service or products, evaluate options, their 

past experience and the external environment to gather information to 

make purchase decisions. When a customer has higher willingness to 

purchase a specific service or product, will has higher purchase intention. 

In addition, purchase intention also define as customer’s intention to 

purchase or repurchase a specific service or product (BINTI). Based on the 

theory of planning behaviour, behaviour is the driving factor of behaviour 

intention and perceptual behaviour control. Furthermore, they refer to 

advertising, buying intentions and trust that affect actual purchases. In 

the Business Management Dictionary it define a likeness meaning of 

purchase intention that is to purchase the services and goods for personal 

consumption. 
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Besides that, a brand images can affect consumer’s purchase 

intention. The higher the brand image, the higher the purchase intention 

is created to consumer (Cheng, 2006). For instance, brand image is very 

important in apparel product, because it can get consumer interest and 

intention to purchase. It will also lead to consumer willingness to 

purchase the apparel product in a higher price and even recommend this 

specific brand to others. In (Zong & Wildt, 1994) had mention that 

marketers frequently take the service or product features and price as the 

main variable to affect the consumer’s purchase intention and service or 

product evaluation. The service or product always have its own price 

range. When the service or product price had exceed the consumer 

acceptable price range, the consumer purchase intention will tend to 

decrease. Other than that, social take an important role that could 

influence consumer’s purchase youngsters consumer have high influence 

in social to purchase smartphone. Consumer usually will get information 

of a specific brand from many kind of way around them. For instance, 

their colleagues, family and friend could influence a consumer to make 

final decision on its brand choice. 

 

Purchase intention is a common tools that frequently use by 

marketer to predict their sales of its existing services and products (Scott, 

Morwitz, & Kumar, 2000). The aim of marketers is to understand the 

consumer purchase intention, in order to segment their market properly.  

In (Ilyani, Subari, Kassim, & Mohamood, 2013) also proof that purchase 

intention are influence by peer product features, price and brand image 

because there are a relationship between each other.  

 

Awareness 

 

(Dourish & Bellotti, 1992) Have defined awareness as the understanding 

activities of others that state a context for your own activity. Moreover, 

(Cheesman & Philip M. , 1984) awareness refers to a person's ability to 

distinguish between several possible stimuli, it enables one to make 

correct decisions and judgments to achieve a high level of performance. 



Qualitative and Quantitative Research Review, Vol 6, Issue 2, 2021. 
ISSN No: 2462-1978  

eISSNNo: 2462-2117 
 

61 
 

(Reinhardt, Mletzko, Sloep, & Drachs, 2015) Awareness defined as a 

person's cognitive ability to recognize, interpret and judge a particular 

phenomenon. Insurance industry continuous growing as time pass. In 

2017, the global insurance premium growth rate is projected 2.2 percent, 

and increase to 3 percent by 2018 ( Jyoti & K, 2014). Awareness is one of 

the important factor that stimulate the growing of insurance industry. A 

service or product awareness refers to the passive participation of the 

individual in the service or product and the improvement of the interest 

in the service or product. In (K, S, & M., 2011) conclude that insurance 

company create awareness of life insurance, the primary source of 

information is from insurance agent then followed by hoarding, 

newspapers, pamphlets and bulletins. The secondary source are from 

television, family and friends, which take a minor part of creating 

awareness. (Banne, Ashok, & Bhola, 2014) Mention that there are many 

people have various interpretation of awareness in insurance. In its study, 

knowledge about the important of insurance and source of getting the 

knowledge of insurance are both important.  

 

According to (Paul C. , 2010) there are 72 percent of respondents 

are aware of the scheme and policy which are offer by insurance agent. In 

this group of respondents, there 73 percent purchase insurance policy for 

the purpose of risk, follow by are used for tax purpose and used for saving 

purpose. As the growing of age and education level, there will be an 

increase of awareness of insurance policy which propose by the insurance 

corporation. Furthermore, the research notice that the higher the income 

level the higher probability of purchasing insurance policy for tax 

purpose.  

 

Moreover, (Mustapha & Oludare, 2008) discover that most Nigeria 

students are more aware and concern the important of having an 

insurance policy. They think that this is a way for them to transfer the risk 

to insurance company. In the research, 44 percent of information are 

getting from family and friend and more than 23 percent are from 

insurance agency. There is a survey conduct in this research show that 71 

percent of respondents say that taking life insurance policy in important, 
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22 percent say that is a must of taking life insurance policy and lastly 7 

percent of them say is not necessary to take it. Besides that, (Raju & 

Mohan, 2011) notice that consumer are seeking for the best product, 

quality, service assist, operation and brand name. Awareness has enhance 

the consumers' knowledge and understanding of life insurance.   

 

Perception of Risk 

 

Risk speculation refers to the possibility of suffering an economic loss or 

calamitous, which may be emotional injury or any form of physical. (Karl, 

1991) Defines risk as a change in the possible result of an opportunity-

based event. In the study of (Onafalujo, Kunle, Abas, & Dansu, 2011) had 

conclude risk as a situation in which average deviations from expected or 

desired outcomes may occur. The premise of this definition is that 

individuals often try to avoid risk by developing "risk decrease" strategies 

in all areas of life. Therefore, risk can be said to be multidimensional 

(Sitkin, Sim B, & Weingart, 1995). 

 

On the other hand, perception of risk a process in which interpret, 

organization and individuals choose stimuli to form meaningful and 

united world images (Brun, 1992). But from the view of social (Dake & 

Karl, 1992) perception of risk is defined as the contraction process formed 

by different forms such as product perceived quality, service 

environment, service orientation and consumer self-image. It can be the 

intrinsic characteristic of the product itself or the external characteristic of 

the product itself. Such as advertising, pricing and many more. The 

definition is suitable for Nigerian drivers whose views may be influenced 

by bad driving attitudes, negligence and insurance premiums. There are 

few researchers have different interpretation of risk perception. (Slovic, 

2000) Interpreted risk perception base on psychology exemplification. 

Psychology focuses on many kind of risk dimensions or characteristics to 

explain the sometimes "unreasonable" emotion of laymen. The main 

purpose of this method is to reveal the cognitive structure of risk. People 

believe that people's understanding of various sources of risk is related to 

fear factors and unknown risks. (Douglas & Wildavsky, 1983) Is based on 
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culture method. Cultural method puts the social way of life and the 

corresponding world outlook at the center of its theoretical concepts, that 

is perception of risk, social order fear such as crime, individualist fear, 

hierarchical fear of state intervention in the market, and so on. 

Equalitarianism fears about environmental risk and fatalism are almost 

universal in social life. As a result, there are few factor that will influence 

the perception of risk. These factor are value attitude, the source of risk 

perception from psychology exemplification, social economic 

background, culture, and information level which influence a consumer 

risk perception.  

 

Price 

 

The pricing of factors must take into account in determining the relative 

price of a product or service. Price is the amount charged for a product or 

service. Generally speaking, price refers to the entire amount 

commutative by consumer for the behalf of owning goods or service (Lee 

& Kotler, 2011). Price is the entire sum of money a consumer is voluntary 

to exchange for a specific goods or service. In addition, pursuant to (Duffie 

& Stanton, 1992), price is the sum of money or merchandise required to 

obtain a certain combination of other goods and their supporting services. 

Price is a stable marketing mix factor in a certain period of time, but at a 

certain moment, price may rise or fall, price becomes the single factor of 

sales revenue. Although price is a stable element of marketing mix, it is 

also affected by fluctuations. In addition, Stanton states that price as a 

factor of a marketing mix that influences only the revenue of goods at a 

given era. This result to a situation where advance quotation is 

implemented on goods that customer are volunteering to buy. Most of 

them like good quality goods and glad to repay them with a high price for 

them, yet certain of them do not (Suri & Monroe, 1992).Conversely, not all 

goods are priced at bonus and higher prices .Accordance to Lynne 

Albright, senior vice President of the Old navy, if costs can be reduced, 

there is no need for higher prices. Raghuram Iyengar of the Wharton 

school says apple's iTunes can increase income by lowering prices, not by 

raising them.  
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Product pricing and dual impact represent that it is both favourable 

and unfavourable rely on the type and type of product. The primary form 

of pricing is low list price and premium list price. Higher list price has a 

positive impact on customers' purchase determination (Erickson & 

Johansson., 1985).The survey results show that when the goods list price 

is high, it immediately affects and motivates consumers' purchase 

purpose. (Tellis & Gaeth, 1990) And (Lichtenstein, Bloch, & Black, 1988). 

On the basis of these studies, when good price is high, it has a 

positive impact on the purchase of products. Real life examples are Rolls-

Royce and Aston Martin. Despite the price is expensive, but it left a sense 

of luxury and wealth in the hearts of consumers, thus producing a positive 

impact on their demand. This is basically because people believe that 

products with higher prices have higher quality. 

In other aspect, there is also a study that demonstrates that the 

implementation of high prices on products can have a harmful impact. 

High prices mean a negative impact on the willingness to buy products. 

Accordance to (Dickson & Sawyer, 1990), it is obvious that client pay very 

different attention to and react to price and promotion. This actually 

means that products with the same functionality and no distinction tend 

to have a negative impact at higher prices. Typically, these products 

contend primarily on cost leadership strategies, with respective 

cooperation trying to make products as cheaply as possible. 

PROBLEM STATEMENT 

 
Over whole Asia there are only 9 percent of homeowner have flood insurance 

(WORLDWIDE, 2016). Nowadays flood problem is continue increasing every 

year. In 2017, due to poor maintenance of drains and irrigation canals has 

reduced the flow carrying capacity of the city’s drainage system triggering flash 

floods during thunderstorms (MalayMail, 2017).  Moreover, in Dec 2017 the 

unusually heavy rainfall was one of the major reasons for the sudden floods 

which struck several villages in Cheroh, Raub (Alagesh, 2017). Recently, Oct 2018 

investigations conducted by Lingkaran Trans Kota Holdings Bhd (LITRAK) 

found that flash floods which occurred at the Bandar Puteri intersection in 
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Puchong near here today were caused by mudslides which flowed onto the 

Damansara-Puchong Expressway (LDP) and heavier-than-normal rain. High 

impact flood has virtually become an annual experience in Malaysia, yet flood 

insurance has remained a grossly neglected part of comprehensive integrated 

flood risk management. In Malaysia alone, an estimated RM 5 billion worth of 

flood induced damages and carnage are recorded (BERNAMA, 2007). For 

developing countries like Malaysia, future river improvement and flood control 

costs will continue to soar and remain daunting. Hence, I want to do a study on 

relationship of factor influence homeowner to have intention to purchase flood 

insurance. 

RESEARCH QUESTION 

 

1. What are the factors intention to purchase flood insurance among 

homeowner in Klang Valley, Malaysia? 

 

Research Objective 

 

1. To investigate whether price has any impact on purchasing flood 

insurance. 

2. To investigate whether perception of risk has any impact on 

purchasing flood insurance. 

3. To investigate whether awareness has any impact on purchasing 

flood insurance. 

Theoretical Framework 

According to (Ajzen, 1985) the Theory of Planning Behavioural (TPB) 

predicts a person's intention to act at a particular time and place. It 

assumes that individual behaviour is driven by behavioural intention, in 

which behavioural intention is a function of three determinants: personal 

attitude to behaviour, subjective norms and perceived behavioural 

control. Behavioural intention represents a person's motivation to 

perform certain acts in the sense of his or his conscious plan or decision. 

The attitude toward behaviour refers to the extent to which a person has 

a positive or negative feeling about an interesting behaviour. It needs to 
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consider the outcome of the execution behaviour. Subjective norm refers 

to the belief that an important person believes that he or she will act in 

such a way. It is related to a person's perception of the social environment 

surrounding the behaviour. This theory is suitable to apply in this 

research and is part of a study on creating intention to purchase flood 

insurance among homeowner.  

RESEARCH METHODOLOGY 
 

Research Design 

First of all, research design is a clear goal conclude from the study of 

problems, the identification and description of general research methods 

or strategies for a particular project. Normally, the research was 

conducted on either or both type which is quantitative research design, 

qualitative research design or both. In this research, quantitative research 

design is used to identify the factor intention to purchase flood insurance 

among homeowner in Klang Valley, Malaysia. Quantitative research is a 

digital data which could be collected from questionnaire in the form of 

statistic or chart. This is also because all variables are quantifiable, not 

qualitative. In addition, the hypothesis is tested, the questionnaire data is 

quantified, and the research questions are combined with literature 

review. Descriptive studies describe the effects of independent variables 

(purchase intention, awareness, perception of risk and price) on factor 

intention to purchase flood insurance among homeowner in Klang Valley, 

Malaysia. 

Research framework 

The research framework is based on the research objectives and problems. 

It indicate both independent and dependent variables. These variables are 

related to each other and form the test results of this research. Table 3.1 is 

the research framework that empathises on the three dimension of 

independent variable that influence homeowner purchase intention of 

flood insurance in Klang Valley. These three independent variables 

include price, perception of risk and awareness. The dependent variable 

will be the purchase intention on flood insurance. 
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Figure 1: Research Framework 

Hypotheses 

 

Based on reviewing the relevant literature, the three (3) hypotheses 

corresponding to sub-research problems are proposed: 

 

H1: There is a significant and positive relationship between price and 

purchase intention of flood insurance. 

 

H2: There is a significant and positive relationship between perception of 

risk and purchase intention of flood insurance. 

 

H3: There is a significant and positive relationship between awareness 

and purchase intention of flood insurance. 

Measurement of Instrument 

The measurement of instrument that involved in the research are 

instrument of variables, questionnaire design, construct measurement 
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and pilot test which have been used to measure the attitude and behaviour 

of consumer.  

Instrument of Variables  

Table 1. Variables Instrument 

Author Cronbach’s 

alphas 

Number 

of item 

Scale Variable  Instrument 

Ilyoo B. Hong, 

Hoon S. Cha 

0.70 24 item 5 likert 

scale  

Purchase 

intention 

Purchase 

intention 

STEPHAN ZIELKE 0.90 36 item 5-point 

scale 

Price Price 

ELKE U. WEBER, 

ANN-RENE´ E 

BLAIS  and 

NANCY E. BETZ 

0.71 40 item 5 likert 

scale 

Perception 

of risk 

Perception 

of risk 

Mark Sherer, Paula 

Bergloff, Corwin 

Boake, Walter 

High, Jr and Ellen 

Levin  

0.88 17 item  5 likert 

scale  

Awareness Awareness 

 

Table 1 above show the instrument of variables which is use to form the 

survey questionnaire. First of all, the author of purchase intention 

dependent variable is lyoo B. Hong and Hoon S. Cha which have 24 item of 

question and the scale is 5 likert scale. The cronbach alpha value is 0.70, it fall at 

the acceptable level. There are only 3 question are use from this paper to form 

question of purchase intention. Adaptation occur, because those other question 

are not suitable and not related to the research objective.   

The first independent variable is price. The author of price is Stephan 

Zielke which has 36 item of question and the scale is 5 point scale. The 

cronbrach alpha value is 0.90, it fall at an excellent level. Out of 36 

question, only 4 question are used to form question for price. So, this is 

also an adaptation. The others question are not suitable to form the 

question.  The second independent variable is perception of risk. The 

author of perception of risk are Elke, Ann-rene and Nancy which have 40 

item of question and the scale is also 5 likert scale. The cronbrach alpha 

value is 0.71, it fall at the acceptable level. Out of 40 item, 4 item are use 
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from the paper. It also has adaptation in this paper. Those other question 

are not related to form the questionnaire in this research. The last 

independent variable is awareness. The author of awareness are Mark, 

Paula, Corwin, Walte, Jr and Ellen which have 17 item of question and the 

scale is 5 likert scale. The cronbrach alpha value is 0.88, is consider good. 

Out of 17 item, 15 item are use from the paper. It also has adaptation in 

this paper. This is the most question is adopt to form the questionnaire, 

most of the question from this paper is suitable to use for the research 

objective.   

Pilot Test 

A pilot test was conducted prior to the actual investigation. The purpose 

of the pilot test is to test the reliability of each attribute, find the errors and 

find the deficiency in the questionnaire. In addition, it is important to 

ensure that all words and phrases are easy to understand and is clear 

enough. The pilot test is distributed to selected respondent in the flood 

area of Klang Valley. A total of 30 set of questionnaire which is answer by 

the respondents, is used to conduct a pilot survey by the researcher. 

Ultimately, the respondent’s feedbacks are about typo, grammar error, 

repeated question, sentence error and also eliminated those unnecessary 

question to improve the questionnaire.  

Sampling Technique and Method 

Sampling technique is grouped into non-probability sampling and 

probability sampling. Non-probability sampling doesn’t depend on 

random selection. The technique depends more on the researchers' ability 

to select sample elements. The results of the sampling may be biased, 

making it difficult for all factors of the population to take part in the 

sample, is also called non-random sampling. In non-probability included 

convenience sampling, purposive sampling, quota sampling, and referral 

sampling. Probability sampling uses random selection to ensure that each 

element of the population has an equal opportunity to take part in the 

selected sample, is also called random sampling. In probability sampling, 

there are few common sampling method which is simple random 
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sampling, cluster sampling, systematic sampling and stratified sampling. 

Non-probability sampling is adopted in this research. Under this 

sampling method convenience sampling is used in the research, because 

it is faster and bais results. Therefore, homeowners who are staying at 

Klang Valley were choose to be a groups of respondent.  

Normality 

 

The figure 1 show the normal Q-Q plot graph. As we can see that, all the 

dots are near and close to the line is consider a linear pattern.  

 
 

 
 
 

Figure 2.  Normal Q-Q plot 
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Table 2. Descriptive 

  
Descriptive 

 Statistic Std. Error 

NPI 

Mean 8.7867 .21790 

95% Confidence Interval 

for Mean 

Lower Bound 8.3561  
Upper Bound 9.2172  

5% Trimmed Mean 8.6963  
Median 9.0000  
Variance 7.122  
Std. Deviation 2.66870  
Minimum 3.00  
Maximum 15.00  
Range 12.00  
Interquartile Range 3.00  
Skewness .621 .198 

Kurtosis .124 .394 

  

 

 
Figure 3. Histogram of Purchases Intention 
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From the table ..... the skewness value is 0.621 and it is a positive skewness. 

Figure 2, the size of the right hand tail is longer than the left hand tail. 

When the skewness is between -1 to -0.5 or 0.5 to 1 is consider moderately 

skewness, because the value of it is 0.621. On the hand, kurtosis is the 

degree of peakedness of the distribution. Kurtosis is used to measure of 

the peakedness and the flatness. A positive kurtosis has more in the tail 

then the normal distribution. When kurtosis is less than 3 is called 

platykurtic, the tail is shorter and thinner central peak is lower and 

boarder.  

 

Reliability  
 

Table 3. Reliability Statistic- Purchases Intention 
 

Reliability Statistics 

Cronbach's 

Alpha 

Cronbach's 

Alpha Based on 

Standardized 

Items 

N of Items 

.954 .958 26 

 

Since 1951, Lee Cronbach has bring out the theory of cronbach alpha is 

also called coefficient alpha. Cronbach alpha is used to measure the 

internal consistency or reliability of variables. Reliability refers to whether 

a test is a good measure or not. According to the rule of thumb for 

cronbach alpha, if the coefficient alpha is above or equal 0.9 is consider 

excellent strength of association, when the range is between 0.9 to equal 

or below 0.8 is consider good strength of association, when the range is 

between 0.8 to equal or below 0.7 is consider acceptable strength of 

association. Normally, the coefficient alpha above 0.7 is usually 

acceptable.  In the research study, the coefficient alpha of the variables are 

0.954 meaning the strength of association is consider excellent. 
 

Validity  
 

Convergent Validity and Discriminant Validity  
 

The convergent validity is refers to the degree of similarity of 

measurement results when measuring the same characteristics by using 
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different measuring methods, that is, different measuring methods should 

be aggregated together in the determination of the same characteristics. 

Other than that, discriminant validity is another proof of conceptual 

validity, meaning that when different methods are used to measure 

different constructs, the observed values should be able to distinguish 

between them. If it can be statistically proved that indicators that are not 

supposed to be relevant to the presupposition construct are not relevant 

to this construction, then the test has distinguishing validity. Both of this 

validity is done in the correlation matrix can refer to the appendix for 

more data.  

Regression  

 
Table 4. Regression- Price 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .578a .334 .329 2.18561 

a. Predictors: (Constant), NP 

 

The table 4 above show the R value is 0.578 mean that price has a positive 

relationship with the purchase intention. The R square is 33.4 percent will 

be a cost to purchase intention. 

 
Table 5: Regression- Perception of Risk 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .395a .156 .150 2.45989 

a. Predictors: (Constant), NPOR 

 

From the table 5, the R value is 0.395 means that perception of risk has a 

positive relationship with the purchase intention. The R square is 15.6 

percent which mean, there will be 15.6 percent increase in the purchase 

intention. 
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Table 6: Regression- Awareness 

 

Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .678a .459 .455 1.96940 

a. Predictors: (Constant), NA 

 

According to table 6, the R value is 0.678 means that awareness has a 

positive relationship with the purchase intention. The R square is 45.9 

percent which mean, there will be 45.9 percent accurate cost to purchase 

intention.  
 

Hypothesis  

 
Table 7. Hypothesis Summary  

 

Hypothesis Status 

H1: There is a significant and positive relationship 

between price and purchase intention of flood insurance. 

Accepted 

H1: There is a significant and positive relationship 

between perception of risk and purchase intention of flood 

insurance. 

Accepted 

H1: There is a significant and positive relationship 

between awareness and purchase intention of flood 

insurance. 

Accepted 

 

The table 7 show that, all 3 hypothesis are acceptable. The ANOVA tested 

these 3 independent variables are significant to the dependent variables.  
 

DISCUSSION 
 

Discussion of Hypothesis 

 

H1: There is a significant and positive relationship between price and 

flood insurance purchase. 
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According to (Browne & Hoyt, 2000) has analysed that both of the 

price and income are a factor that can influence the decision of consumer 

purchasing flood insurance. Moreover, (Landry & Jahan‐Parvar, 2011) 

found out that a price inelastic demand of flood insurance and 

homeowner with higher income is more willing to purchase flood 

insurance. As a result, price has a significant impact to purchase intention 

of flood insurance. 

 

H2: There is a significant and positive relationship between perception of 

risk and flood insurance purchase. 

In the research of (Baumann & Sims., 1978) have proven with 

evidence consumer with experience of flood are more willing to purchase 

flood insurance. Perception of risk is part of a factor that affected decision 

of consumer purchasing flood insurance.  Homeowners who had suffer 

before from the previous flood will have a higher perception of risk, they 

are more will to purchase flood insurance to prepare and mitigate the loss 

for the next occurrence. (Paul S. , 1987) Had mention that perception of 

risk is often subjective. Perception of risk is based on a knowledge in risk, 

social environment and personal traits of the homeowner. As a result, 

perception of risk is significant affect to purchase intention. 

 

H3: There is a significant and positive relationship between awareness 

and flood insurance purchase. 

Awareness has a positive relationship with purchase intention of 

flood insurance (Browne & Hoyt, 2000). Homeowner with lack of 

knowledge on awareness, will not penetrate of purchasing flood 

insurance. Furthermore, it also mention that spreading to increase the 

awareness to the society of the danger and impact of flood will increase 

the purchase intention of flood insurance to homeowner. As a result, 

awareness is significant affect to purchase intention.  

 

IMPLICATIONS OF THE STUDY 

 

Base on the analysis and discussion has shown that price has an impact 

on purchase intention of flood insurance and has been mention in 
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(Browne & Hoyt, 2000). There are differences between flooding area and 

non-flooding area. A flooding area will have a higher penetration rate 

compare to non-flooding area. Homeowners who choose to not purchase 

flood insurance is because they think that in the long term the 

accumulation of annual premium is much more higher than the cost of 

damages from flood (Lamond,, Proverbs, & Hammond, 2009). 

Homeowners who have purchase flood insurance is because they think 

that the insurance will be able to cover the cost of damages (Blanchard-

Boehm, Berry, & Showalter, 2001).  Base on the survey, there are a 

high percentage of respondents income level is below RM2000. Insurance 

company should have a lower price in non-flooding area because the 

probability of flood occurrence is consider lower than the flooding area, 

in order to target homeowners who are not buying flood insurance. 

 

In addition, perception of risk also has a significant influence on 

purchase intention of flood insurance. However, it has the weakest 

relationship with purchase intention among the others two factor. 

Homeowners who have experience flood before are more willing to 

purchase flood insurance (Baumann & Sims., 1978). Base on the survey 

indicated, there are more than half respondents had not experience flood 

before. Insurance company can make an official advertisement or video of 

the impact and losses that bring by flood disaster with solution to post in 

the social media. To spread the perception of risk to the public society to 

avoid them to be the next victim. Through this idea, can stimuli the 

homeowner’s purchases intention. 

 

Lastly, according to statistical results the Cronbach Alpha 

coefficient fall in an excellent level. Which show that awareness has a 

significant influence on purchase intention of flood insurance and it has 

the highest relationship with the purchase intention.  Homeowners with 

no knowledge on risk management are not willing to have purchase 

intention of flood insurance (Browne & Hoyt, 2000). Hence, suggest that 

insurance company should emphasise on increasing homeowner’s 

awareness. By creating short video relate to awareness of flood to trigger 
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homeowners think seriously about the consequences of the risk for which 

he or she is responsible. 

 

CONTRIBUTION 

 

In this research study can help to let public society know flood insurance 

is very important. Every years, Malaysia has to spend RM 5 billion on 

flood disaster and the cost is continuously increasing every five year. This 

RM 5 billion is use as subsidiary to refuges, invest in flood mitigation plan 

and many more. Most of the Malaysian does have flood insurance and 

thinks that flood insurance is not a good investment. However, flood 

disaster is often happened specially the northeast monsoon which occur 

from October to February. During this period, there are news on the social 

media or television reporting flood disaster occur, large amount of people 

has pass away or homeless due to flood disaster. The aim flood insurance 

is to mitigate to losses in future and to minimise homeowner’s losses. 

Purchasing flood insurance is to take precaution before flood disaster 

happened. Other than that, this research has shown the factor that 

influence homeowners purchase intention of flood insurance. Insurance 

company can focus on the factor and make improvement, in order to 

increase penetration of flood insurance.   

 

CONCLUSION 

 

In a nut shell, the research study had achieve the research objective which 

is to understand the factor that influence homeowners purchase intention 

of flood insurance in Klang Valley. The factor which influence the 

purchase intention are awareness, perception of risk and price which are 

examined and identified in this research study. On the other hand, all 

hypothesis and data analysis had proven and support that are significant 

in influential the purchase intention. This research study can really help 

insurance company and researcher who wish to have deeper insights in 

this related field. 
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