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ABSTRACT
The health insurance market is highly competitive, requiring insurers to understand the factors influencing policyholders’ selection decisions. Using a quantitative approach and factor analysis, this study identifies the key determinants driving policyholders in choosing health insurance companies. The findings reveal two major dimensions: the Coverage Factor, which includes customizable policies and a wide hospital network, and the Service Factor, which comprises additional benefits, customer support quality, and comprehensive coverage. The results indicate that insurers should enhance service standards, expand flexible coverage options, and invest in user-friendly digital platforms to improve customer experience. Strengthening transparency, ethical practices, claim settlement efficiency, and value-added benefits will further build trust and customer loyalty. These strategic initiatives are essential for ensuring policyholder satisfaction and sustaining competitive advantage in the health insurance market.
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INTRODUCTION
Insurance serves as a fundamental mechanism for mitigating and hedging against the risk of unforeseen losses. Although risks are often associated with potential rewards, they also entail the possibility of significant losses. These losses can arise from various factors, both in professional and personal contexts. For instance, when initiating a new venture using personal savings, the outcome may result in either profit or loss. However, if the goods involved in the venture are lost due to an unforeseen event, the opportunity to sell them is entirely forfeited. While business risks can be predicted and may increase profits, unexpected events such as property damage, hospitalization, theft, and other disasters usually cause financial losses. Consequently, insuring against such risks becomes imperative to safeguard against potential financial detriment.
One of the segments of insurance is health insurance, it serves as a crucial financial safeguard, designed to cover the cost of medical care for individuals and families. By paying a regular premium, policyholders receive coverage that helps offset the expenses associated with healthcare services, including doctor visits, hospital stays, prescription medications, preventive care, and various medical treatments. The primary importance of health insurance lies in its ability to mitigate the financial impact of unexpected medical costs. Without health insurance, the expenses associated with healthcare can be overwhelming, leading to significant financial strain or even the inability to access necessary medical care. Health insurance alleviates this burden by ensuring that individuals are not solely responsible for covering the full cost of medical services.
Health insurance is essential for ensuring timely access to medical care, which significantly improves individual health and quality of life. Although some believe that emergency rooms guarantee universal access to care, this view fails to consider the substantial barriers that remain, even in well-supported areas. The Institute of Medicine (IOM) has emphasized that "coverage matters," with their recent multiyear analysis revealing that a lack of health insurance is linked to approximately 18,000 additional deaths annually among uninsured adults.
BENEFITS OF HEALTH INSURANCE:
1. Access to Medical Services: Uninsured individuals generally receive less medical care and experience more delays compared to those with private insurance. On average, uninsured people receive about half the medical care, in financial terms, even when free care is considered. This gap persists even after adjusting for factors like age, income, and health status. Preventive and screening services are less frequently and less timely provided to uninsured adults, leading to later diagnoses and less effective treatments, particularly for conditions such as cancer and cardiovascular issues. Uninsured pregnant women have lower rates of prenatal care, and uninsured individuals are less likely to have a regular healthcare provider or receive all recommended treatments. These discrepancies are especially severe for chronic conditions, with uninsured individuals being less likely to adhere to necessary treatments for conditions like hypertension.
It’s important to recognize that some individuals may choose not to obtain health insurance because they don’t expect to need medical care. However, numerous studies that adjust for variables such as age and health status consistently show that uninsured individuals are less likely to receive necessary medical care. For example, a recent study found that uninsured individuals who experienced an accidental injury or developed a new chronic condition were less likely to seek medical care, and if they did, they were less likely to receive the recommended follow-up treatment.
2. Health Outcomes: Uninsured individuals tend to experience worse health outcomes, being more prone to illness and premature death compared to those with insurance. On the other hand, having health insurance is strongly associated with better health outcomes. This conclusion is supported by extensive research using diverse data and methods. The risk of death is estimated to be 25 percent higher among uninsured individuals with certain chronic conditions, contributing to the IOM’s estimate of about 18,000 additional deaths annually due to lack of insurance.While some argue that poor health might lead to a lack of insurance rather than the reverse, studies that adjust for this possibility continue to find that being uninsured leads to poorer health outcomes. Further evidence comes from studies on unexpected injuries and new chronic conditions, showing that uninsured individuals are more likely to end their treatment prematurely and report poorer health outcomes.
STATEMENT OF THE PROBLEM 
The selection of health insurance providers by policyholders is a complex decision-making process influenced by a variety of factors. Despite the critical importance of health insurance in ensuring access to medical care and financial protection, there remains limited understanding of the specific determinants that drive policyholders' choices. This gap in knowledge can lead to a misalignment between the offerings of health insurance providers and the actual needs and preferences of policyholders, potentially resulting in lower customer satisfaction, reduced policy uptake, and higher rates of policy discontinuation. The problem is further compounded by the diverse nature of policyholders, who may prioritize different aspects of health insurance based on their unique circumstances, such as demographic factors, socioeconomic status, health conditions, and prior experiences with healthcare systems. Without a clear understanding of these determinants, health insurance providers may struggle to design and market products that effectively resonate with their target audience.
This research seeks to address this problem by systematically identifying and analyzing the key determinants influencing policyholders' in selection of health insurance providers. By doing so, it aims to provide actionable insights that can guide insurance providers in better aligning their offerings with the expectations and needs of their clients, ultimately contributing to improved policyholder satisfaction and the overall effectiveness of health insurance systems.
LITERATURE REVIEW
The researcher has reviewed several related studies, particularly focusing on the health insurance sector.
 (Boateng, 2013) The study entitled “Health Insurance in Ghana: Evaluation of Policyholders’ Perceptions and Factors Influencing Policy Renewal in the Volta Region” aims to assess individuals’ attitudes toward health insurance policies and the factors influencing their decisions to renew their policies upon expiry. A cross-sectional study was conducted in the Volta Region of Ghana, where 300 respondents were randomly selected and interviewed at the household level. The data were analyzed using STATA software; descriptive statistics were applied to examine the demographic characteristics of the respondents, and a logistic regression model was used to identify the factors influencing enrolment and renewal decisions. The study concludes that the National Health Insurance Scheme (NHIS) has become well established, with clients acknowledging its benefits in maintaining their health and well-being, and it recommends that stakeholders, including the community, intensify awareness efforts to ensure optimal access to health insurance for all.

(Pahwa, 2019)The study titled “A Study of Factors Influencing the Purchase Decision of Health Insurance Policies Using AHP Approach” aims to identify and evaluate the key factors affecting the purchase of health insurance policies by estimating their relative importance through the Analytical Hierarchy Process (AHP). A descriptive study was conducted in Haryana, with data collected from 500 respondents using a structured questionnaire, along with interviews of marketing executives to understand customer perceptions. The analysis, which included factor analysis, Confirmatory Factor Analysis (CFA), and AHP, revealed that demographic, company-related, product-related, psychological, and marketing factors significantly influence purchase decisions, with income, awareness, company goodwill, tax benefits, and agents identified as major determinants.
(BINGZHI, 2024)The study titled “Prospective Policy Holders on Health Insurance: An Assessment towards Marketing Plan Proposal” assesses health insurance from the perspective of policyholders with the objective of formulating a strategic marketing plan. The study also examines the issues encountered by clients. The findings indicate that prospective policyholders strongly agree on the importance of evaluating premium increases, comparing costs across policies, and considering available discounts, while convenience factors such as telemedicine services and user-friendly interfaces are highly valued. Across the five main criteria that are premium, benefits, convenience, security, and claims shows no significant variations were observed in the assessments, leading to the acceptance of the null hypothesis that individual preferences and specific policy features are generally perceived similarly by policyholders. The survey further reveals a common consensus regarding the issues faced in health insurance, highlighting the need for well-formulated strategic marketing plans for health insurance companies.
(Geruso, 2017)The study titled “Selection in Health Insurance Markets and Its Policy Remedies” analyzes adverse selection in publicly financed health insurance programs in the United States, where private insurers increasingly operate through consumer choice mechanisms such as Medicare Advantage and the Marketplaces established under the Patient Protection and Affordable Care Act. While policies such as risk adjustment, premium rating regulations, mandates, subsidies, and contract regulations aim to mitigate selection problems, the study highlights persistent challenges due to heterogeneous cost structures, imperfect competition, and the endogeneity of risk scores. Building on earlier theoretical work on optimal risk adjustment, the study argues that existing payment systems fail to capture all relevant dimensions of expected health care spending. It calls for the development of improved second-best payment policies, including refined risk adjustment mechanisms, carefully designed reinsurance programs that minimize moral hazard, and alternative contract-based compensation approaches, to ensure the long-term stability and efficiency of competitive health insurance markets.
RESEARCH GAP:
The previous studies have made significant contributions by examining health insurance from policy, regulatory, and market-level perspectives such as adverse selection, risk adjustment mechanisms, and the performance of publicly financed insurance systems comparatively less attention has been given to understanding how multiple provider-related attributes collectively influence policyholders’ selection of specific health insurance companies. Much of the existing literature emphasizes structural and financial aspects of insurance markets, while limited focus is placed on integrated, policyholder-centric determinants such as additional benefits, ethical and regulatory compliance, company reputation and trustworthiness, claim settlement performance, customer service quality, comprehensiveness and customization of coverage, premium affordability, digital convenience, and hospital network accessibility.
Therefore, there is a need for a more comprehensive investigation that examines these factors together to understand how they shape policyholders’ decision-making. The present study titled “Factors Drive Policy Holders in Selecting Health Insurance Companies” seeks to address this gap by providing a broader and integrated perspective on the determinants influencing the selection of health insurance providers.
OBJECTIVES 
The following are the objectives of the study: 
1. To study the socio economic profile of the respondents. 
2. To examine the factors influencing the policy holders in selecting the health insurance company. 
3. To offer suitable suggestion based on the findings.
RESEARCH METHODOLOGY 	
Research methodology is the structured approach used to conduct a study and gather relevant information. It includes the design of the research, which outlines the strategy and framework for the study. In this study, the descriptive method is applied to systematically describe the characteristics of the subject under investigation. This methodology involves selecting data collection methods, such as surveys or interviews, and analyzing the data to draw meaningful conclusions. It also addresses sampling techniques and ethical considerations to ensure the research is conducted systematically and responsibly.
SAMPLE DESIGN 
Sample Design refers to the strategy and process used to select a subset of individuals from a larger population for research purposes. It involves defining how participants are chosen, determining the sample size, and ensuring that the sample accurately represents the population. 
In this study, a simple random sampling method is used to select participants. This method ensures that every individual in the population has an equal chance of being selected, thereby enhancing the representativeness and validity of the sample.

SOURCES OF DATA 
Research data refers to the sources from which information is obtained. In this study, primary data were collected directly from participants using a self-administered questionnaire. This data provides firsthand information and offers direct insights into the research questions. When used, secondary data comes from existing sources such as published studies, reports, or statistical databases, and serves to complement the primary data by providing additional context and background.
SAMPLE SIZE 
Sample size refers to the number of individuals selected from a larger population for participation in a research study. In this study, the sample size is set at 60 participants. This number is chosen to ensure that the data collected will be statistically meaningful and sufficient to draw reliable conclusions about the research objectives. The sample size of 60 allows for a manageable data collection process while providing enough data to analyze trends and make informed recommendations.
TOOLS FOR ANALYSIS: 
          Tools for analysis are methods and techniques employed to process, interpret, and evaluate data collected during research. They transform raw data into meaningful insights by applying statistical and analytical techniques, enabling researchers to identify patterns, relationships, and trends. These tools support the formulation of conclusions and recommendations based on the data findings.
1. Percentage Analysis
2. Factor Analysis
SCOPE OF THE STUDY
The study focuses on analyzing the factors affecting health insurance choices specifically within Madurai city. The study defines the population, geographical area, and time frame for research, aiming to provide insights into health insurance preferences and determinants in this urban context. This scope ensures a detailed examination of the subject matter while clarifying what will not be covered in the study.
DATA ANALYSIS AND INTERPRETATION
In this study involves examining the collected data from the self-administered questionnaires to identify patterns and factors influencing health insurance choices among policyholders in Madurai city. This process will help in uncovering key trends and relationships, leading to meaningful insights and conclusions that address the study's objectives and contribute to understanding policyholders' decision-making processes.
PERCENTAGE ANALYSIS:
This tool involves calculating the proportion of responses for each category to understand the distribution and significance of different variables. It provides a clear summary of the data in an easily interpretable format.
TABLE -1
DEMOGRAPHICS OF THE RESPONDENTS
	
	
	No. of Respondents
	Percentage

	Gender
	Male
	36
	60

	
	Female
	24
	40

	
	Total
	60
	100

	Age
	Below 30 Years
	10
	17

	
	31 – 40 Years
	46
	78

	
	41 – 50 Years
	2
	3

	
	Above 50 Years
	1
	2

	
	Total
	60
	100

	Place of residence
	Rural
	35
	58

	
	Urban
	25
	42

	
	Total
	60
	100

	Education Level
	Up to S.S.L.C
	3
	5

	
	Higher Secondary
	4
	7

	
	Graduate
	16
	27

	
	Diploma/ITI
	2
	3

	
	Post Graduate
	30
	50

	
	Professionals
	5
	8

	
	Total
	60
	100

	Marital Status
	Married
	47
	78

	
	Unmarried
	13
	22

	
	Total
	60
	100

	Occupation
	Government Employees
	5
	8

	
	Private Employees
	18
	30

	
	Business man
	29
	48

	
	Agriculturalist
	4
	7

	
	Professionals
	4
	7

	
	Total
	60
	100

	Monthly Income
	Below Rs. 30,000
	2
	3

	
	Rs. 30,001 – Rs. 40,000
	35
	58

	
	Rs. 40,001 – Rs. 50,000
	5
	8

	
	Rs. 50,001 – Rs. 60,000
	14
	23

	
	Above Rs. 60,001
	4
	7

	
	Total
	60
	100

	Nature of Family
	Nuclear
	47
	78

	
	Joint Family
	13
	22

	
	Total
	60
	100

	Family size  
	Up to 3
	31
	51

	
	4 – 5
	16
	27

	
	Above 5
	13
	22

	
	Total
	60
	100


Source: Survey Data (2025)
INTREPRETATIONS
Table 1 show that 60 per cent of the respondents are being male and 40 per cent are female, indicating a slightly higher representation of males. In terms of age, 78 per cent are between 31 and 40 years, with 17 per cent below 30 years,Three per cent aged between 41 to 50, and only Two per cent above 50 years. The respondents' place of residence reveals that 58 per cent are from rural areas, while 42 per cent are from urban areas. Education-wise, 50 per cent of the respondents hold postgraduate degrees, 27 per cent are graduates, eight per cent are professionals, and the remaining hold lower qualifications, including seven per cent with higher secondary, five per cent up to S.S.L.C, and three per cent with a diploma or ITI qualification. In terms of marital status, 78 per cent are married, and 22 per cent are unmarried. Regarding occupation, 48 per cent of respondents are business owners, 30 per cent work in the private sector, eight per cent are government employees, and seven per cent are agriculturalists and professionals. The monthly income distribution shows that 58 per cent of the respondents earn between Rs. 30,001 and Rs. 40,000, while 23 per cent earn between Rs. 50,001 and Rs. 60,000, eight per cent earn between Rs. 40,001 and Rs. 50,000, seven per cent earn more than Rs. 60,001, and only three per cent earn below Rs. 30,000. 78 per cent of the respondents belong to nuclear families, while 22 per cent are part of joint families. As for family size, 51 per cent have families with up to three members, 27 per cent have four to five members, and 22 per cent have more than five members. 
The results in Table 1 highlight that most participants are middle-aged, married, well-educated, involved in business, have moderate income, and belong to nuclear families 
FACTOR ANALYSIS
      It is a statistical method used to identify underlying relationsh
ips between variables by grouping them into factors that represent common dimensions. In your study, factor analysis will be employed to uncover the key determinants influencing policyholders' selection of health insurance providers. This technique will help in reducing the complexity of data by identifying the core factors that significantly impact policyholder decisions, thereby providing a clearer understanding of the factors driving health insurance choices.
KMO AND BARTLETT’S TEST OF SPHERCITY
     To evaluate the quality of the factor analysis, it's necessary to check the reliability and accuracy of the factor reduction. The table provides the results of the KMO and Bartlett's tests.
TABLE 2
KMO AND BARTLETT’S TEST OF SPHERCITY
	KMO and Bartlett's Test

	Keiser-Meiyer-Olkin Measure of sampling adequacy
	.902

	Bartlett's Test of Sphericity
	Approx. Chi-Square
	459.013

	
	df
	45

	
	Sig.
	.000


                            Source: Survey Year (2025)
The KMO test evaluates sampling adequacy, relying on the correlations and partial correlations of variables. For factor analysis to be satisfactory, the KMO value should be greater than 0.5. Kaiser (1974) suggests that a value of 0.5 is the minimum acceptable level, values between 0.7 and 0.8 are considered acceptable, and values above 0.9 are excellent. In Table 2, the KMO value is reported as 0.902, indicating that factor analysis is appropriate for the selected variables in this dataset.
Bartlett’s test further assesses the strength of relationships among variables by testing the null hypothesis that the correlation matrix is an identity matrix, where all diagonal elements are nearly 0. According to Table 2, the Bartlett’s Test of Sphericity yields a test value of 459 with 45 degrees of freedom. The significance level is less than 0.05 (specifically 0.000), which is sufficient to reject the null hypothesis (p < 0.05). This means the correlation matrix is not an identity matrix, confirming the existence of correlations between the variables.
COMPONENT MATRIX AND ROTATED FACTOR MATRIX
The Principal Component Analysis (PCA) method of factor analysis revealed two main dimensions from the data on factors influencing policyholders' selection of health insurance companies. These dimensions are defined as standardized variables, known as factors. The coefficient values obtained are used to calculate factor scores for each dimension, reflecting the contribution of each variable to these grouped factors. Rotated factor loadings are crucial for interpreting the results, as highlighted by Field (2000). The researcher opts for the rotated matrix, which shows the loadings after rotation for better clarity, whereas the factor matrix shows them before rotation. To simplify interpretation, a cut-off point of 0.5 is generally used, though there is no strict rule. Factors with loadings below 0.5 or those that load on multiple factors are excluded from further analysis. Table 3 provides the rotated factor matrix, with variables for each factor organized in descending order and highlighted. For clarity, the dimensions are labeled as the service factor for the first dimension and the coverage factor for the second dimension. The descriptive statistics for these factors are also presented in Table 3.
TABLE 3
EXTRACTED ROTATED FACTOR MATRIX OF THE MODEL
	S.NO
	Statements
	Component 1
	Component 2

	1. 
	Additional benefits the insurer provides, like wellness programs and discounts make the provider more attractive to policyholders.
	0.923
	

	2. 
	Policyholders favour providers that adhere to regulatory standards and ethical practices, ensuring their investments are secure and reliable.
	0.877
	

	3. 
	The reputation and trustworthiness of a provider play a significant role in attracting policyholders.
	0.826
	

	4. 
	Policyholders prefer providers with high claim settlement ratios, indicating reliability in processing claims.
	0.775
	

	5. 
	Excellent customer service from the provider influences policyholders' satisfaction and loyalty.
	0.560
	

	6. 
	Providers offering comprehensive coverage options attract policyholders looking for extensive health protection.
	0.508
	

	7. 
	Providers that offer customizable policies to meet individual needs appeal more to policyholders.
	
	0.968

	8. 
	Policyholders evaluate providers based on the affordability of premium rates, seeking value for money.
	
	0.584

	9. 
	Providers with user-friendly digital platforms and mobile apps enhance convenience for policyholders, influencing their choices.
	
	0.535

	10. 
	A provider's wide network of hospitals and clinics is a key factor for policyholders, ensuring easy access to medical services.
	
	0.510


Source: Survey Year (2025)
From the rotated factor matrix shown in Table 3, it is evident that all the statements related to factors driving policyholders in selecting health insurance companies have been retained. Each dimension's factor loading score exceeds 0.5, demonstrating strong representation of the factors. The subsequent step in the factor analysis involves naming these dimensions according to the variables associated with them. While there are no rigid rules for naming factors, the chosen names should accurately reflect the variables within each dimension. The analysis reveals two distinct dimensions that capture the key factors influencing policyholders' choices. Therefore, it is important to assign appropriate names to these latent factors based on their defining variables. Tables 4 and Table 5 display the two dimensions extracted through this process.
TABLE 4
SERVICE FACTOR
	S.No
	Statements
	Factor Loading

	1. 
	Additional benefits the insurer provides, like wellness programs and discounts make the provider more attractive to policyholders.
	0.923

	2. 
	Policyholders favour providers that adhere to regulatory standards and ethical practices, ensuring their investments are secure and reliable.
	0.877

	3. 
	The reputation and trustworthiness of a provider play a significant role in attracting policyholders.
	0.826

	4. 
	Policyholders prefer providers with high claim settlement ratios, indicating reliability in processing claims.
	0.775

	5. 
	Excellent customer service from the provider influences policyholders' satisfaction and loyalty.
	0.560

	6. 
	Providers offering comprehensive coverage options attract policyholders looking for extensive health protection.
	0.508


Source: Survey year (2025)
The first dimension extracted from the factor analysis for factors driving policyholders in selecting health insurance companies includes six out of ten identified factors. Among these, the factor with a loading of 0.923 is "Additional benefits the insurer provides, like wellness programs and discounts make the provider more attractive to policyholders," and another factor with a loading of 0.508 is "Providers offering comprehensive coverage options attract policyholders looking for extensive health protection" These factors are collectively grouped under the dimension labeled as "Service Factor."
TABLE 5
COVERAGE FACTOR
	S.No
	Statements
	Factor Loading

	1. 
	Providers that offer customizable policies to meet individual needs appeal more to policyholders.
	0.968

	2. 
	Policyholders evaluate providers based on the affordability of premium rates, seeking value for money.
	0.584

	3. 
	Providers with user-friendly digital platforms and mobile apps enhance convenience for policyholders, influencing their choices.
	0.535

	4. 
	A provider's wide network of hospitals and clinics is a key factor for policyholders, ensuring easy access to medical services.
	0.510


Source: Survey year (2025)
The second dimension identified through the factor analysis for factors driving policyholders in selecting health insurance companies includes four out of ten factors. The factors with significant loadings are "Providers that offer customizable policies to meet individual needs appeal more to policyholders," with a factor loading of 0.968, and "A provider's wide network of hospitals and clinics is a key factor for policyholders, ensuring easy access to medical services.," with a factor loading of 0.510. These factors are collectively grouped under the dimension labeled "Coverage Factor."
	The researcher analyzed factors driving policyholders in selecting health insurance companies. The study reveals that policyholders prioritize aspects related to both service quality and coverage options. Specifically, factors such as additional benefits and comprehensive coverage are highly valued. Moreover, customizable policies and a broad network of medical facilities play a significant role in their decision-making process. Insurance providers should focus on enhancing these aspects to better meet policyholders' expectations and preferences.
SUGGESTIONS
The health insurers should prioritize enhancing their service offerings by incorporating additional benefits such as wellness programs, discounts, and high-quality customer support, as these are key drivers in attracting policyholders. Expanding coverage options and providing customizable policies will cater to the diverse needs of policyholders, offering flexibility and tailored health plans. Moreover, investing in user-friendly digital platforms, including mobile apps and online portals, will significantly improve convenience, leading to greater satisfaction and loyalty. Establishing trust through transparency, ethical practices, and a strong reputation is equally important, as policyholders tend to choose providers with a solid record of reliability and high claim settlement ratios. Furthermore, insurers should broaden their network of hospitals and clinics, ensuring easier access to healthcare services, which in turn makes their policies more appealing. Addressing these aspects will allow insurance companies to better meet policyholders' expectations and maintain a competitive edge in the market.
CONCLUSIONS
          The study has highlighted critical factors influencing policyholders' decisions in selecting health insurance companies. The findings indicate that service quality and coverage flexibility are primary considerations. Policyholders value additional benefits, comprehensive options, and the ability to customize policies according to individual needs. Insurance companies should focus on improving their service and coverage offerings, while also strengthening their digital presence and network of medical facilities. By addressing these areas, insurers can better meet the expectations of their policyholders and gain a competitive edge in the market.
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