
An empirical study on general insurance agents' performance 

in Sri Lankan insurance industry

Muthusamy, V

 Department of Accountancy and Finance, 

Faculty of Management Studies,  

Sabaragamuwa University of Sri Lanka

Abstract
The confrontational thoughts and poor risk management knowledge has been lead to a complex 

competitive environment   Sri Lankan general insurers. The general public trust on insurance 

industry became a major problem for the development of the general insurance industry. The 

insurance regulator of the insurance industry evidenced through the statistical data that 

general insurance industry has not developing in a desirable growth rate. The penetration has 

been extremely low for many years. The insurance companies' existence depends on their 

competent human resources, especially the agents. Thus, the general insurers attempt to 

concentrate on sales agents performances to improve the company sales to capture a 

significant market share. Therefore, this study pertained to explore the existing relationship 

between sales persons skills and agents performance in general insurance industry in Sri 

Lanka.  The study was utilized quantitative method by using questionnaires to randomly 

selected 331 insurance advisors from general insurance industry. The study selected selling 

skill dimensions (Interpersonal Skills, Salesmanship Skills, Technical Skills, Marketing Skills) 

as dependent variables and salesperson sales performance as independent variables. The 

study confirmed interpersonal skill most influencing factor on sales person performance.
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1.    Introduction

Conventional general  insurers are 

experiencing a dismal condition in Sri 

Lanka. The most influencing reasons for the 

disruption of this sector extreme weather 

condition, increased administrative cost due 

to regulatory changes, decelerate vehicle 

sales, rupee depreciation and the customers' 

bad impression on insurance sector. 

Moreover, this industry ranked as a low 

profit attractive industry because of 

following reasons: Firstly, the general 

insurance industry has driven by the motor as 

well as health insurance policy products 

which are loss making classes. These 

insurance policy lines contain more than 

50% of the general insurance industry 

portfolio (IBSL, 2015). This is the core 
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problem of the industry which has been 

lagging on their growth. The loss making 

lines depressed the development of the sector 

because of the high claim ratio and combined 

ratios on the other hand lowest GWP earning 

from motor and health insurance. The second 

important reason of general insurance 

industry is intense bad competition. The bad 

competitive environment blurred the 

underwriters discipline and triggered the 

underwriters to undercut the premium 

amounts to capture the market share. 

Furthermore, the regulatory body of  

Insurance industry of Sri Lanka revealed that 

the general insurance industry penetration 

level too low for a longer period which 

emphasize the general insurers continuously 

struggling to increase their market share  

(Weeralingam and Illangasekara, 2011), in 

2015 the penetration level was recorded only  

0.66 %  (IBSL,2015). This is very low 

against an average in the Asian region (IBSL, 

2015) but in other way round it upheld that 

the general insurance industry has a 

considerable unexploited market for their 

further expansion in Sri Lanka. Therefore, 

the general insurers focused attract profitable 

customer segments and build strong and 

close relationship with them to increase the 

company profit level. The long lasting 

customer relationship will ensure the 

survival of the general insurance companies' 

though it is suppressed by the complex 

problems (Muthusamy & Fernando, 2016). 

With respect to the dynamic environment the 

general insurers focus on their efforts on 

company sales. The general insurers' sales 

highly depend on direct sales channel 

therefore, sales person playing a vital role to 

maximize the market contribution of the 

company (Farhang and Hasely, 2013). 

      Sales persons role in an insurance 

company is important not only in insurance 

industry but also telecommunication, 

banking (Jarrar and Neely, 2002), 

engineering, chemical industry (Schmitz, 

2014), financial services, insurance, health 

care, accounting, airlines, and retailing” (Li, 

Sun and Montgomery, 2011). Previous 

empirical researches evidenced that most 

important commonalities also differ 

according to the sales person nature and the 

industry (Johlke, 2006). There are numerous 

factors affecting the sales performance and 

the management attempt to improve the 

company sales, for that, the management of 

the company headhunt skilled sales persons 

to maximize their sales outcomes. 

Therefore, it is important to have an 

understanding on most needed skills for 

sales persons. The research aimed to ripe for 

extensive understanding on general 

insurance industry sales person skills and 

how it contributes to their sales performance. 

2. Literature review and hypothesis 

In service industry customers are the most 

important asset. Service organizations are 

trying to adapt strategies to retain their 

customers (Salazar, 2010). “Customer 

relationship management, which consists of 

acquiring, retaining and growing or 

expanding customer relationships with a 
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firm, is an important endeavor for modern 

service organizations” (Gunes et al. 2010, 

p.3). Cross selling is a one of the main tool of 

customer relationship management to retain 

the existing customers in an organization 

(Kamakura, Ramaswami and Srivastava 

1991; Kamakura et al. 2002; Schmits, Lee 

and Lilien, 2014; Gunes et al. 2010). 

Alberts et al. (2006) says organizations 

are facing difficulty for building a strong 

customer relationship between company and 

the customers. Globalization offered various 

options to the customers buying preferences 

therefore the customers' massive choices 

leads to churn with other products. 

Insurance is a risk transferring 

mechanism” insurer offers a chance for 

transfer the uncertain loss to certain loss in 

return of premium payment (Holyoake and 

Weipers, 2002). Through insurance insured 

receive financial compensation in an event 

from insured in return of consideration. 

Insurance contract is a legal engagement 

between insured and insurer. Insurance has 

defined “A contract whereby one person 

called the insurer undertakes in return for an 

agreed price called premium to pay to 

another person called ,insured a sum of 

money on the happening of a specified event 

(Rahmanjee, 2007,p.5). Insurance dived into 

two classes: life insurance and general 

insurance. 

Life insurance is a long term insurance 

which named as long term assurance. It is a 

contract of a human life related to death or 

uncertain events. The contact value is based 

on the human life value. The life insurance 

split into following sub classes: life 

insurance, linked long term, annuities, and 

contracts for the granting of disability and 

multiple indemnities, accident and sickness 

benefits, permanent health, capital 

redemption contracts and pension policies 

(Rahmanjee, 2007).

General insurance defined as “Any 

insurance which does not fall within the 

scope of long- term insurance may be 

considered to fall within the scope of general 

insurance” (Thangakone, 2001, p.41). 

general insurance consist of four classes: 

marine, aviation and transport insurance, fire 

insurance, motor vehicle insurance, 

employee  l i ab i l i ty  insurance  and  

miscellaneous insurance.

IBSL (2015) reveals in general insurance 

industry customer attraction and retention 

are difficult and challenging task than other 

industry moreover, In customer churn rate in 

high because general insurance products are 

mostly featured per annum policies (Weitz 

and Bradford, 1999). To identify and retain 

the right customer and prospect the 

salesperson skills are highly needed for this 

industry.

2.1  Interpersonal skills and salesmanship 

Skills  

Most of the researches revealed that strong 

interpersonal skills lead to great sales targets 

(Farhang and Hasely, 2013). Interpersonal 

skills contain several dimensions (Rentz et 
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al. 2002). According to Castleberry & 

Shepherd (1993) listening skill has a vital 

importance to build a good agents' with a 

great outcome. In other words, it can be 

explained that both verbal and nonverbal 

fluency in communication. Churchil et al. 

(1985) states from the Meta analysis, the 

micro skills have a great impact on sales 

performance and the interpersonal skill one 

of the most important skill among them. 

Another good predictor of the sales 

performance is salesmanship skills (Basir 

and Berhad, 2010 p.54) revealed “The 

dimensions of salesmanship skills can be 

generally categorized into five subcategories 

that are: adaptability, consultative selling, 

negotiation and questioning, and salesperson 

cues and communication style skills”. Johlke 

(2006) emphasized salesmanship skills help 

as the cornerstone for the salesperson from 

the beginning to end of the sales process and 

also in management perspective salesman 

skills viewed as the success factors of the 

sales performance. 

The literature suggests following first and 

second hypothesis:

H1: There is a significant relationship 

between interpersonal skills and salesperson 

performance.

H2: There is a significant relationship 

between salesmanship skills and salesperson 

performance.

2.2. Technical skill and marketing skills

The technical skill considers another 

important factor which is sales person's 

product or service portfolio adaption. Sales 

person lack of knowledge in product 

portfolio will reflect bad effect on selling 

(Schmits, Lee and Lilien, 2014). The sales 

person must have enough knowledge to 

provide information regarding the product 

specifications, terms and conditions (Basir, 

Ahmad & Kitchen, 2010). Marketing skills 

referred as problem solving skills (Weitz & 

Bradfor, 1999) and also it referred as sales 

person knowledge on which market and 

environment him/her working for. High 

marketing skilled salesperson can render any 

type of information in a clear manner as per 

the customer requirements which heightened 

the sales of a products or services (Basir, 

Ahmad & Kitchen, 2010). Thus, the third and 

fourth hypothesis were:

.

H3: There is a significant relationship 

between technical skills and salesperson 

performance.

H4: There is a significant relationship 

between marketing skills and salesperson 

performance.

2.3. Sales performances

Every organization aligned their sales units 

according to their marketing objectives. 

Sales unit refers a territory which belongs to 

an individual or a team or an organization 

(Darmon et al., 2013). Long run cross selling 

performance can be measure in a cost 

effective way such as sales units, sales 

volume and market share and profits. The 

sales performance is effects by following key 

factors organization culture, pattern, 
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management and leadership (Cited in Harris, 

2001). “Sales performance measured by sales 

volume, dollar sales, managerial evaluation 

or self-report measure of self-effectiveness” 

(Krishnan et al.2002, p.285). 

Sales performance highly depends on 

sales representative's hard work (Brown and 

Peterson, 1994) and motivation will improve 

their work effort. In sales person perspective 

their performances rely on role clarity goal 

orientation, experience, selling behaviour 

adaption which generate high positive to 

perform well (Brown and Peterson, 1994; 

Terho et al., 2013). Sales person effective 

selling performances will generate loyal 

customer segment as well as rich sales profit 

(Schmitz et al., 2014). Rich quality and 

valued relationships will increase sales 

performance of the company and achieve 

profitability targets (Kamkura et al. 2002). 

Many scholars stated advancements in 

competition pressed organization to adapt 

technology to improve their sales, which 

supports to quick and quality customer 

service and it saves time to concern extra 

work on their job (Demirdjan, 1984; Rapp et 

al., 2008).Kazen et al (2013) study reveals a 

new factor; in insurance company sales 

representatives charming personality will be 

generate higher sales performance via strong 

motivation. Scholars revealed to improve 

sales not only sales person but also 

organization should influence the sales 

performance (Rapp et al., 2008; Roman and 

Lacobucci, 2010). Product portfolio and sales 

adaption is an utmost to improve sales 

performance both managers and sales 

people. Darmon et al. 2013) observed many 

companies marketing targets are not 

achieving because of management and 

working force commitment, ineffective 

management judgment and decisions, 

unsatisfied employees.

 In general insurance sales persons are 

playing important role sales persons are 

pushing to generate review in the 

organization (ErastusYamoah, 2013). Sales 

persons are the people who represent the 

company products and services. People 

attracted to the products via sales 

representatives. Especially in insurance 

organization highly depend on sales 

representatives. The customer in insurance 

attracted by various sales representatives: 

“brokers agents and banking repres 

entatives” (Kavoosi et al., 2014, p.75). 

Many studies have defined degree of 

sales performance directed by various sales 

skills not only the skills but also on sales 

person's hard work (Brown and Peterson, 

1994). The dependent variable of this study 

and research have defined that sales persons 

skill will be the important factor which 

effects sales performance and sales persons 

personality (Kazen,2013) similarly key 

performance measures are skills, adaption of 

product portfolio and selling skills of sales 

person. Weitz et al. (1986) says sales 

performance relies on understanding of 

customer needs. Hence, the study concern on 

sales performance and it increase the 

profitability goals and it will result to capture 

significant market share (Schemitz, Lee and 

Lilian, 2014).
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03. Research Methodology 

Study was conducted using quantitative 

research method. The quantitative data 

focused on discovering facts regarding social 

phenomena (Sekaran, 2010). The study was 

limited to the Sri Lankan contest. This study 

used primary data which collected by using a 

structured questionnaire. The study contains 

the Sample using as 331 general insurance 

agents from five general insurance 

companies. The five leading general 

insurance companies are ranked and selected 

according to the highest five market share 

from the general insurance industry. The 

sample selection was based on simple 

random sampling method which represents 

the characteristics of the population and the 

objectives of the study. The quantitative data 

nalysed in this study using descriptive and 

statistical techniques such as descriptive 

analysis (mean, median, and standard 

deviation) and correlation between variables 

tested more over the regression analysis 

conducted by utilizing SPSS software 16.0

 4. Results and discussion

This section will present the findings of the 

study generated through the data analysis. 

According to Sekaran (2010) the internal 

consistency of the instruments checked using 

the Cronbach's coefficient alpha. The value 

indicate above (0.7) rule of thumb.

4.1 Sampling adequacy test and reliability 

test

KMO is a test which measure the adequacy of 

the index in which examines the factor 

appropriateness. YorMalhotra (2006) study 

says that higher result of the KMO test 

results are 0.5 to 0.1 appropriate on the other 

hand if it is too small close to zero then it 

indicate the inappropriateness. The 

appropriateness reflects the generalizability 

of the study population as well as sample. 

Reliability checked by using Cronbach's 

alpha value method. The method sates that 

the Alpha values results more than or close to 

0.70 It indicate more reliability of questions 

are appropriate to measure. Table 1 shows 

the study of all the dimensions in 

independent and dependent reliability in 

accepted level.

Table 1 Reliability Statistics

Source: (Survey data, 2017)

KMO is a test reveals the factor 

appropriateness. The value of 0.827 reveals 

generalizability of the sample to the 

population.

4.2 Bivariate Analysis 

According to projected results highest 

positive association exist between interp 

ersonal skills and sales performance. The 

correlation between interpersonal skills and 

sales performance is r = 0.677 and P= 0.000 

at 95% significance level. Association 

between salesmanship skill, marketing skills 

and sales performance of the company has 

moderate posit ive correlation and 

significance at 95% level (r = 0.550, 
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P=0.000) and (r = 0.499, P=0.000) 

respectively. There is a weak positive 

association indicates between technical skills 

and sales performance since r = 0.299 and P = 

0.000.

According to above justification researcher 

developed regression equation as follows:

Y (sales performance) =  0.554 + 0.515 

(Interpersonal Skills) + 0.147(Marketing 

Skills) + 0.184 (Salesmanship Skills).

4.3 Multiple Regression Analysis

The final model Table 2 shows that the 

researcher identified four sales skills 

dimensions having 71% of relationship with 

sales performance and the remaining 29% 

covered by other factors. The model contains 

a positive relationship between independent 
2 and dependent variables. The R indicates 

three independent variables are positively 

impact cross selling performance by 50.4%.

Table 2:  Model Summary

Predictors: (Constant), Salesmanship Skill, 

Technical  Skil ls ,  Marketing Skil l ,  

Interpersonal Skills, b. Dependent Variable: 

salesperson performance

aTable 3 Coefficients

a. Dependent Variable: salesperson 

performance

4.4 Hypothesis testing 

Hypothesis test statements are formulated 

for test the differences between variables and 

variables of this study (Sekaran, 2010). In 

statistics H0 states Null Hypothesis which 

could state there is no correlation between 

two variables on the other side Ha alternative 

hypothesis states there is a relationship 

existing between two variables (Sekeran, 

2010). Sekeran  (2010) study states P value is 
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the observed significant level. If p value 

higher than 0.5 (p > 0.5) H0 will be rejected 

and vice versa.

H1: There is a significant relationship 

between interpersonal skills and salesperson 

performance.

Regression analysis indicates significant 

positive relationship between interpersonal 

skills and salesperson performance at 95% 

significant level since (â= 0.515, P = 0.000). 

Correlation also supported this statement (r = 

0.677, P=0.000). Hence, H0 is rejected since, 

P <0.05. H1 Accepted

Churchill et al. (2000) stated interpersonal 

skills positively affected the sales 

performance. The present study suggested 

that the general insurance industry sales 

persons expect to have higher interpersonal 

skills to improve the sales performance. 

Higher interpersonal skilled sales person will 

retain their customer for a longer period this 

will reduce the customer churning rate. 

H2: There is a significant relationship 

between salesmanship skills and salesperson 

performance 

According to regression analysis 

illustrates that salesmanship skills has a 

significant impact on sales performance the 

positive beta reveals the positive impact on 

sales performance at 95% significant level 

since (â= 0.184 and P = 0.000) .The 

Correlation further supported above 

hypothesis (r = 0.550, P=0.000). Hence, H0 is 

rejected since, P <0.05. H2 accepted

The empirical study supported that the 

positive relationship between salesmanship 

skills and sales performance Johlke, (2006) 

moreover the researcher emphasized to 

ensure the trainings sessions to presentation 

skills and adaptive behaviours to improve the 

salesmanship performances. The study also 

reaffirmed that the general insurance 

industry sales personals also have to have 

higher salesmanship skills. 

H3: There is a significant relationship 

between technical skills and salesperson 

performance.

As indicated by regression analysis 

model for the beta value between technical 

skills and sales performance was not 

significant at 95% significant level. This 

explains technical skills has not a significant 

positive impact on sales performance. 

Moreover correlation emphasized the weak 

positive correlation between two variables (r 

= 0.299, P=0.000). Hence, H0 is accepted 

since, P >0.05 H3 Rejected. Previous study 

also supported that have no significant 

relationship between the technical skill and 

sales person performance (Basir, Ahmad & 

Kitchen, 2010).

Muthusamy and Fernando (2016 ) stated in 

Sri lankan general insurance industry sales 

persons have a technical Knowledge Gap 

and this sector sales personals not much 

concern on the technical knowledge when it 

comes to the practical scenario because the 

technical skills become obsolete time to time 

innovations, abnormal weather conditions, 

environmental changes in Sri Lanka but  

Schimit, Lee and Lilien (2014) states it is 

important to improve sales force in depth 

knowledge on product portfolio. 

H4: There is a significant relationship 
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between marketing skills and salesperson 

performance.

 As indicated by regression analysis 

model for the beta value between marketing 

skills and sales performance was positive (â= 

0.147 and P = 0.018) at 95% significant level. 

This explains marketing skills has a 

significant positive impact on sales 

performance.  Moreover correlation 

emphasized the positive correlation between 

two variables (r = 0.499, P=0.000).Hence, H0 

is rejected since, P <0.05. H4Accepted

5. Managerial Implication

The general insurers have to recruit sales 

agents with high interpersonal skills, sales 

presentation skills and marketing skills. The 

insurers have to provide structured training 

programmes to newly recruit sales persons on 

the industry, customer nature, products 

design and development to improve the win-

win situations. The regulators need to ensure 

appropriate educational level qualifications 

for the sales persons. The insurers company 

should safeguard the experienced sales 

personals to retain in the company because 

training a newly appointed salesperson cost 

more.

6. Conclusion

The study emphasized the urgency of the 

industry requirement for increase the sales to 

survive in the market. The customer 

relationship is most important to the general 

insurance industry. The nature of the business 

highly depends on the customer gut feeling. 

To regain the customer trust the sales persons 

support is essential to lift up the industry 

performance. Therefore, the general 

insurance industry needs highly skilled 

persons for utilize the sales targets and retain 

the customer. In Sri lankan context no studies 

have conducted research regarding this 

context. Hence, the study will be a most 

essential and initial step to explore the 

research regarding this discipline. The study 

shows that the salesperson must have high 

interpersonal skills, salesmanship skills and 

marketing skills to attract and retain the 

customers from the general insurance 

industry.  Thus, the study will be a most 

essential and initial step to explore the 

research regarding this discipline.
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