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Abstract

Despite the government’s financial support and promotion by the regulator, the agricul-
ture insurance market is still in the nascent stage in Nepal. The paper aims to examine 
how awareness level and risk management perception affect the farmers’ satisfaction, 
taking non-financial satisfaction as a mediating factor. The study was conducted in two 
metropolitan cities, Pokhara and Bharatpur, in Nepal. Cluster and purposive sampling 
design was applied to select the respondents. Opinions were obtained through the 
structured questionnaire from 400 farmers with experience in agriculture insurance. 
The survey instrument had two parts. The first part was related to demographic infor-
mation, while the second part measured attitude to risk management, clients’ aware-
ness of insurance, financial satisfaction, and non-financial satisfaction. Almost three 
forth of the respondents (74.75%) were males and more than half (52%) possessed 
more than 8 ropani of land. Descriptive statistics, inferential statistics, exploratory fac-
tor analysis, confirmatory factor analysis and structural equation modelling were used 
to arrive at conclusions. The results revealed that respondents’ awareness toward ag-
riculture insurance is the most agreed construct (mean = 4.35), followed by financial 
satisfaction (mean = 3.88), non-financial satisfaction (mean = 3.70), and risk manage-
ment attitude (mean = 3.5). Although the results did not confirm the mediating effect 
of non-financial satisfaction on financial contentment and awareness level, a partial 
mediation effect exists between risk management attitude and financial satisfaction. 
Financial serenity and non-financial gratification have the strongest association. This 
study suggests executives and regulators expand risk management capacity and aware-
ness initiatives to increase client satisfaction and loyalty to crop insurance. 
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INTRODUCTION

The foundation of the Nepalese economy, agriculture, was vulnerable to 
a variety of hazards that reduced livelihood and productivity. Weather-
related hazards, extreme climate change, and uncertainty in production 
result in significant threats to the farmers in Nepal. The Nepalese govern-
ment, along with regulators and commercial insurers, launched farm in-
surance schemes in 2013 to lessen the threat they posed. These programs 
resemble social insurance plans and offer a 50-80% premium subsidy.

Many farmers are still far from agriculture insurance services despite 
the government of Nepal having granted subsidies of more than USD 
30 million for agriculture insurance. A few of the farmers stopped 
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buying the schemes. Previous papers focused on agriculture insurance items, such as education, in-
come, business size, or farmer location, to evaluate this research gap. The psychological aspects, such as 
farmers’ contentment, knowledge levels, and perceived risk regarding agriculture insurance, have not, 
however, been taken into consideration. Therefore, it is essential to identify farmers’ awareness level, risk 
management perception, and satisfaction with agriculture insurance, which will aid in policy formula-
tion and effective implementation of agriculture insurance in the future. 

1. LITERATURE REVIEW

The level of customer satisfaction can vary depend-
ing on the disparity between the anticipated value 
and the actual value experienced. Perceived value 
refers to the consumer’s holistic assessment of a 
product or service’s usefulness, considering their 
perceptions of what they receive and give in return 
(Zeithaml, 1988). Emotional variables, such as ideas, 
opinions, values, and perceptions, shape an individ-
ual’s attitude. Satisfaction includes mental, emotion-
al, and behavioral elements (Sang et al., 2023; Eagly 
& Shelly, 1998). 

According to expectancy-value theory, satisfaction 
with products and services depends upon customer 
perception of the brands. If customers perceive that 
the services are as per their expectations, they will 
become loyal and long-term users of that service. To 
enhance satisfaction, insurance companies should 
focus on excellent service by using innovative tech-
nologies (Kassem et al., 2021). For instance, timely 
settlement of claims, proper support from the agents 
and employees, easy claim settlement process, and 
transparency in activities motivate the farmers to 
purchase the insurance products and become loyal 
to the company. As a result, farmers are delighted 
with these non-financial activities. 

Likewise, satisfaction comes from the financial fac-
tors that insurance companies follow while deliver-
ing services. Policy-related factors such as an accept-
able rate of premium, timely settlement of the claim, 
proper and timely evaluation of the loss of property 
by the expert, and the right amount of sum assured 
according to the premium amounts are some of the 
factors that determine satisfaction with agriculture 
insurance (Elias et al., 2016). Insurance companies 
can also use innovative technologies to improve 
their services (Lanfranchi & Grassi, 2022). 

Non-financial activities have a direct role in pro-
moting financial satisfaction. For instance, timely 

settlement of claims not only makes customers 
happy but also helps to minimize costs associated 
with frequent visits to the insurance companies. 
The proceeds from claim can invest in productive 
sector and generate financial returns. 

The cultivation sector risk can be observed at 
three levels: state, markets, and farms (OECD, 
2011). It is further classified into manufacturing 
risk, market hazards, organizational risk, indi-
vidual risk, and economic risk. Some risks hold 
more significance than others within certain 
contexts (Komarek et al., 2020). Prevention and 
efficient risk mitigation are crucial components 
of effective agricultural organization manage-
ment, as highlighted by Jankelová et al. (2021). 
Producers utilize a range of tools to manage po-
tential losses effectively. These tools can be cate-
gorized into three groups: safeguarding oneself, 
private insurance, and market-based insurance 
(Fleisher, 1990). Managing risks is crucial in en-
suring customer satisfaction in the insurance 
industry (Pangestuti et al., 2024). 

Farmers widely use the agricultural sector insur-
ance options to mitigate uncertainty. However, it 
is only practical for some farmers to implement 
such products independently. Understanding 
farmers’ perception of risk, risk aversion, and 
preferred risk management strategies is crucial 
for formulating policy tools to assist agricul-
tural risk handling. It is also vital for design-
ing training initiatives that cater to the specific 
needs of farmers facing challenges such as low 
crop yields, varying input prices, decreased rev-
enue from agriculture, limited access to meals, 
price regulation (or lack thereof), and health is-
sues. Given the risks’ interconnected nature and 
potential outcomes, it is impossible to devise a 
single strategy that can effectively tackle all of 
them at once. Hence, it is crucial to bundle risk 
management strategies to successfully tackle 
the risks (Osiemo et al., 2021). 
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An insurance company can help farmers reduce 
risk in a number of ways. It can offer crop insur-
ance programs to lessen the negative effects of cli-
mate change or assess client risk profiles and offer 
recommendations for risk mitigation. Moreover, 
it can provide various resources to inform clients 
about risks, expeditiously handle the claim settle-
ment process to minimize disruption to farmers, 
collaborate with clients on research and innova-
tion to reduce the negative effects of hazards, and 
much more (Birthal et al., 2021). 

A proper risk management strategy creates satis-
faction for the farmers in many ways. First, proper 
risk management creates financial stability for the 
farmers, reducing product uncertainty. Second, 
risk management creates the energy for the farm-
ers to focus on their core business and innova-
tive activities. Third, a proper risk management 
strategy encourages farmers to invest in sustain-
able businesses that produce long-term returns. 
Ultimately, a risk management strategy helps the 
farmers become loyal to the insurance company’s 
services. 

Olubiyo et al. (2009) report that farmers engage 
in insurance with the expectation of risk manage-
ment. They argue that agriculture insurance is the 
best strategy for risk management, long-term ori-
entation of the business, and increasing the mar-
ket share of the products. 

The level of farmers’ understanding of farming 
risk control and insurance and their perception of 
the current insurance services plays a significant 
role in shaping the demand for agriculture insur-
ance policies. 

No matter how good the goods or service is, it 
will only be successful once it reaches the in-
tended market and target customers (Suleswski & 
Kloczko-Gajewska, 2014). Awareness of the prod-
uct and services creates better customer loyalty, 
which will help the firm achieve its competitive 
advantage. Awareness of products and services 
provides room for informed decision-making, in-
creases perceived value, enhances trust and cred-
ibility, improves service experience, and enhances 
brand loyalty. Oguz and Diyanah (2021) find that 
education and awareness programs through ad-
vertisement increase farmers’ engagement in in-

surance. Therefore, it is possible to increase cus-
tomer satisfaction and loyalty by carrying out dif-
ferent promotional activities. 

The paper aims to examine how awareness level 
and risk management perception affect farmers’ 
satisfaction, taking non-financial satisfaction as 
a mediating factor. The following hypotheses are 
formulated:

H1: Non-financial satisfaction leads to financial 
satisfaction.

H2:  Risk management leads to non-financial 
satisfaction.

H3:  Risk management leads to financial 
satisfaction.

H4:  Non-financial satisfaction mediates the re-
lationship between risk management and fi-
nancial satisfaction.

H5:  Awareness leads to non-financial satisfaction.

H6:  Awareness leads to financial satisfaction.

H7:  Non-financial satisfaction acts as a mediator 
between financial satisfaction and awareness.

2. METHODOLOGY

The study was conducted using a primary survey of 
the respondents. The paper employed a structured 
questionnaire, descriptive statistics, factor analy-
sis, and structure equation modeling (SEM) to an-
alyze the data (Anderson & Gerbing, 1988). The 
utilization of structural equation modeling (SEM) 
is justified by its capacity to assess the theoretical 
relationship inside the model, as well as evaluate 
the model’s reliability and validity through a two-
step procedure. Initially, the study assessed the 
reliability and validity using confirmatory factor 
analysis. Subsequently, structural equation mod-
eling (SEM) was used to determine the anticipated 
correlations (Rehman et al., 2021).

Among six metropolitan cities, Bharatpur and 
Pokhara were randomly chosen. Bharatpur is lo-
cated in the Chitwan district, which is in the in-
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ner Terai region. Pokhara metropolitan city, on 
the other hand, is situated in the Kaski district, 
which is in the mid-hill region. These metropoli-
tan cities were selected based on their strong com-
mercial farming practices, convenient access to 
the market, and easily accessible assistance ser-
vices for farmers. Both locations experienced vari-
ous hazards, such as thunderstorms, heavy rains, 
and storms. Agriculture in Chitwan is substan-
tially endangered by several challenges, including 
floods, droughts, severe weather, excessive mois-
ture, and elevated heat (Ghimire et al., 2016). After 
selecting cities, policyholders were those who had 
already claimed against losing their crops or live-
stock or whose claims settlement was in process. 

Since the claim recipient and claimants’ numbers 
were not easy to calculate, it had been assumed 
that they were indefinite. The sample size of 400 
was determined based on the table proposed by 
Yamane (1967) and Glenn (1992), assuming a pop-
ulation size of more than 100,000. Out of 400, half 
of the sample was taken from the Bharatpur me-

tropolis (n
1 
= 200) and half from the Pokhara me-

tropolis (n
2 
= 200). A list of claim recipients from 

20 general insurance companies in two districts 
had been prepared. A purposive sampling tech-
nique has been applied to select the respondents. 
Respondents who showed a willingness to share 
their experience (information-rich) and managed 
sufficient time for the survey were included in the 
survey. 

The data collection tool was developed follow-
ing Yazdanpanah et al. (2013) with slight modi-
fications in the Nepalese context. Psychological 
constructs, risk management attitude, awareness, 
and satisfaction, were measured using a five-point 
Likert scale (Likert, 1932), which is widely used in 
social science (Nunnally, 1994). The survey instru-
ment had two parts. The first part was related to 
demographic information, while the second part 
measured attitude to risk management, clients’ 
awareness of insurance, financial satisfaction, and 
non-financial satisfaction. Permission was taken 
from the Nepal Insurance Authority (regulator) 

Table 1. Socio-demographic statistics

Categories Attributes
Metropolis

Total
p-value χ2Pokhara Bharatpur

N % N % N %

Gender
Male 152 (76) 147 (74) 299 (75)

0.565
Female 48 (24) 53 (27) 101 (25)

Education

Literate 96 (48) 62 (31) 158 (40)

0.001

Up to SLC 33 (17) 78 (39) 111 (28)

Intermediate 63 (32) 37 (19) 100 (25)

Bachelor’s 6 (3) 9 (5) 15 (4)

Above Bachelor’s 2 (1) 14 (7) 16 (4)

Age (Years)

≤ 30 25 (13) 26 (13) 51 (13)

0.109

>30-40 65 (33) 44 (22) 109 (27)

> 40-50 69 (35) 72 (36) 141 (35)

> 50-60 29 (15) 37 (19) 66 (17)

> 60 12 (6) 21 (11) 33 (8)

Land hold size (Ropani)
≤ 8 94 (47) 96 (48) 190 (48)

0.841
≥ 8 106 (53) 104 (52) 210 (53)

Satisfaction to sum assured

Strongly satisfied 56 (28) 78 (39) 134 (34)

0.043Partially satisfied 119 (60) 103 (52) 222 (56)

Strongly not satisfied 25 (13) 17 (9) 42 (11)

Main source of income

Crop farming and livestock 101 (51) 61 (31) 162 (41)

0.001

Bird farming 85 (43) 130 (65) 215 (54)

Fishery 11 (6) 4 (2) 15 (4)

Vegetable farming 2 (1) 2 (1) 4 (1)

Fruit farming 1 (1) 3 (2) 4 (1)

Total 200 100 200 100 400 100 –
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to carry out the survey. The value of Cronbach’s 
Alpha (α) indicated that the tool is reliable. While 
gathering the data, the study considered respon-
dents’ rights, confidentiality, and other moral 
considerations.

The survey found that almost three forth the re-
spondents (74.75%) were male, the largest portion 
(39.5%) were literate, the highest number (35.25%) 
were under the age group of 40 to 50, more than 
half (52%) possessed more than 8 ropani of land, 
majority (55.5%) were partially satisfied, and more 
than half (53.5%) respondents’ main source of 
income was bird farming. The study observed a 
significant association between education, satis-
faction to sum assured, and a major source of in-
come with the residence of respondents; however, 
no significant associations were found between 
age, and size of landholding with the residence of 
respondents as shown by the p-value of the Chi-
square test.

3. RESULTS 

More than two-thirds (69%) of respondents agreed 
that they have good knowledge of traditional and 
modern approaches to crop and livestock risk 
management, while 84% agreed that they were 
aware that insurance is a useful tool for managing 
risk and that insurance is a complex legal contract 
with many terms and conditions. Figure 1 shows 
the aggregate response toward risk attitude, aware-
ness of insurance services, and satisfaction with fi-
nancial and non-financial benefits from insurance. 

More than one-third (39%) of respondents were 
strongly satisfied with services provided by insur-
ance companies, which is a non-financial matter. 
Similarly, 50% of policyholders were strongly sat-
isfied with financial provisions and support. 

Farmers’ awareness, risk management attitude, 
and satisfaction with insurance were examined 
through 26 items. Next, the study calculated the 
average of each construct utilizing the values of 
each item on that construct. The average of all 
constructs is greater than 3, indicating the posi-
tive response of the farmers toward the awareness 
level, risk management perceptions, and satisfac-
tion. However, items like “A traditional way man-
ages the risk of livestock” have a mean below 3 
(2.18), indicating that farmers did not believe in 
the traditional risk management style. They prefer 
insurance managing the risk rather than adopting 
the traditional way of risk management. Table 2 
shows the mean and standard deviation values of 
each construct. 

Table 2 shows that the mean score of all dimen-
sions was reported as more than average (3.0), 
which indicates that the level of understanding of 
policyholders is more than average. Respondents’ 
awareness toward agriculture insurance is the 
most agreed construct (mean = 4.35), followed by 
financial satisfaction (mean = 3.88), non-financial 
satisfaction (mean = 3.70), and risk management 
attitude (mean = 3.5). Almost all respondents 
highly agree on “Agriculture insurance is a good 
plan for a farmer” (mean = 4.96) while disagree on 
the statement “Crop risks are managed tradition-

Figure 1. Level of awareness toward insurance risks and satisfaction 
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ally” (mean = 1.2). They disagreed on the statement 
“Loss increased after insurance purchase” (mean = 
2.61). The mean score specifies that farmers were 
satisfied with insurance services and believed that 
insurance companies helped reduce their risks.

Next, the study identifies causal relationships 
among the constructs, examining suitability for 
factor analysis, exploratory factor analysis (EFA), 
confirmatory factor analysis (CFA), and structural 
equation modeling (SEM).

The scale was developed for this study, and the in-
strument was validated using the EFA tool. The 

EFA was used to identify suitable items for the 
construct (questionnaire). Furthermore, KMO 
(Cerny & Kaiser, 1977), Bartlett’s test (Bartlett, 
1950), and Communalities test (Field, 2013) were 
performed and extracted the possible factor using 
principal component analysis (PCA) with vari-
max rotation. Table 3 presents the results of KMO 
and Bartlett’s tests.

The KMO and Bartlett’s tests are the first step 
to ensure the given data are appropriate for fac-
tor analysis. The KMO value in all items is high-
er than 0.6, which fulfills the sample adequacy 
requirement. The p-value of Bartlett’s test is less 

Table 2. Descriptive statistics

Dimensions Mean SD

Perception of risk management 3.50 1.28

In my opinion, the agricultural and crop sectors pose higher risks (I1) 4.85 1.20

I believe crop risks are managed in a traditional way (I2) 1.20 1.62

We follow the traditional way of managing livestock risks (I3) 2.69 1.56

An insurance company helps me with techniques of risk management (I4) 3.96 1.17

Traditional risk management technique is reduced due to insurance (I5) 3.95 1.20

Livestock loss is reduced due to medicine and the doctors’ help (I6) 4.25 1.22

In my opinion, loss increased after insurance purchase (I7) 2.61 1.01

I do not neglect the protection of my property, although I have an insurance policy (I8) 4.61 1.18

I believe an increase in the market price of livestock has the chance to increase claim frequency (I9) 3.41 1.39

Awareness 4.35 0.80

An insurance company gives me enough time to become aware of insurance (I10) 3.83 0.68

I know crop and cattle insurance is a good plan for a farmer (I11) 4.96 0.54

I know that insurance follows rules of large numbers (I12) 2.86 1.67

I know insurance requires trust between the insurer and the policyholder (I13) 4.80 0.56

I am aware of minimizing loss, although an insurance company provides me with a claim (I14) 4.83 0.83

I am aware that agriculture insurance is the right plan for a farmer (I15) 4.83 0.51

Non-financial satisfaction 3.70 1.20

Terms and conditions of insurance pleased me (I16) 3.82 1.05

I am pleased with the service and the cooperation of the insurance company staff (I17) 3.92 1.03

I am pleased with the settlement process of agriculture insurance (I18) 3.37 1.52

I am pleased with the agents’ service (I19) 3.81 0.98

I am pleased with the policy and practice of my insurance company (I20) 3.82 1.05

I am pleased with the claim settlement time of my company (I21) 3.46 1.54

Financial satisfaction 3.88 1.20

I am pleased with the premium amount I paid (I22) 4.14 1.17

I am pleased with the premium subsidy of the government (I23) 3.89 1.21

I am pleased with the sum assured fixed by the company (I24) 3.87 1.26

I am pleased with the loss amount evaluated by experts (I25) 3.87 1.13

I am pleased with the claim settlement amount paid by the company (I26) 3.65 1.21

Table 3. KMO and Bartlett’s tests

Factors KMO Chi-Square df p-value
Risk management 0.800 532.86 6 0.001

Awareness 0.787 777.82 6 0.001

Non-financial satisfaction 0.813 656.31 6 0.001

Financial satisfaction 0.833 925.48 6 0.001
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than 0.05, indicating a proper correlation among 
the items used for factor analysis. So, exploratory 
factor analysis (EFA) can be used. Table 4 pres-
ents the results of EFA using PCA with varimax 
rotation.

EFA is a commonly employed multivariate statisti-
cal technique in quantitative studies. It has gained 
popularity across several disciplines, including 
social sciences, health sciences, and economics. 
The sample size of 400 is sufficient for doing factor 
analysis, as determined by Goretzko et al. (2021). 

The second and third columns of Table 4 show 
the results of commonalities, the fourth col-
umn shows factor loadings, and the last column 
shows the total variance explained by the fac-
tor. For the first construct, perception of risk 
management, only four items – I1, I4, I5, and I7 

– were loaded. The remaining five items were re-
moved due to cross-loadings and inappropriate 
loadings. After extraction, these four items were 
loaded on the single factor, with the commonal-

ity of each item being greater than 0.5. The load-
ing is good, as the value of all loadings is greater 
than 0.5. The four items explain about 64.83% 
variance, greater than 50%. Likewise, for the 
second construct, four items, I11, I13, I14, and 
I15, were loaded among six items on a single fac-
tor with good communality value, factor load-
ing, and variance explained.

Further, four items, I16, I17, I19, and I20, were 
loaded for the third construct. Finally, for the 
last construct, four items – I23, I24, I25, and I26 

– were loaded on a single factor with good com-
munality value, factor loadings, and total vari-
ance explained. After EFA was conducted, CFA 
was performed to validate the scale (Ingenhoff & 
Buhmann, 2016; Sujati et al., 2020).

The measurement model is the prerequisite for 
running the structural model. The measurement 
model should be well-fitted and significant to run 
the structural model and identify the relation-
ship’s direction between the items. 

Table 4. Exploratory factor analysis

Items/Factors Initial Extraction Loading
Total variance 

explained

Perception of risk management
In my opinion, the agricultural and crop sectors pose higher risks (I1) 1 0.671 0.819

64.83
The insurance company helps me with techniques of risk management (I4) 1 0.584 0.764

Traditional risk management technique is reduced due to insurance (I5) 1 0.702 0.838

In my opinion, loss increased after insurance purchase (I7) 1 0.636 0.798

Awareness

I know crop and cattle insurance is a good plan for a farmer (I11) 1 0.796 0.91

68.72

I know insurance requires trust between the insurer and the policyholder (I13) 1 0.710 0.892

I am aware of minimizing loss, although the insurance company provides me 
with a claim (I14) 1 0.450 0.842

I am aware that agriculture insurance is the right plan for a farmer (I15) 1 0.829 0.644

Non-financial satisfaction
Terms and conditions of insurance pleased me (I16) 1 0.715 0.871

68.67

I am pleased with the service and the cooperation of the insurance company 
staff (I17) 1 0.634 0.846

I am pleased with the agents’ service (I19) 1 0.759 0.799

I am pleased with the policy and practice of my insurance company (I20) 1 0.639 0.796

Financial satisfaction
I am pleased with the premium subsidy of the government (I23) 1 0.813 0.902

74.92
I am pleased with the sum assured fixed by the company (I24) 1 0.798 0.893

I am pleased with the loss amount evaluated by experts (I25) 1 0.774 0.88

I am pleased with the claim settlement amount paid by the company (I26) 1 0.611 0.782
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The measurement model was designed, and items 
were allowed to load on the measurement model 
(Figure 2). Four items are loaded for the risk man-
agement construct, four for the awareness con-
struct, four for satisfaction with financial matters 
(also called financial satisfaction), and four for 
non-financial matters (also called non-financial 
satisfaction) constructs. It also shows the covari-
ance between the constructs. 

The results of model fit values, items loading in dif-
ferent constructs with their loading and signifi-
cance, values of average variance extracted (AVE) 
and composite reliability (CR) are shown in Table 5.

Table 5 shows that items on every construct were 
loaded significantly at the 1% level. The results of 
the model fit criteria (CMIN/DF) = 2.908, which is 
less than value 3; CFI = 0.944, which is greater than 

Note: AW = awareness; FS = financial satisfaction; NF = non-financial satisfaction; Risk = risk management.
Figure 2. Measurement model results
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Table 5. Items loading

Construct Items Estimate AVE CR

Satisfaction with financial matters (FS)

I26 0.709***

0.68 0.89
I25 0.832***

I24 0.857***

I23 0.885***

Satisfaction with non-financial matters (NF)

I20 0.721***

0.59 0.85
I19 0.827***

I17 0.703***

I16 0.804***

Awareness (AW)

I15 0.912***

0.61 0.86
I14 0.508***

I13 0.774***

I11 0.856***

Risk management (RM)

I7 0.686***

0.53 0.82
I5 0.818***

I4 0.661***

I1 0.74***

Note: CMIN/DF = 2.908, CFI = 0.944, GFI = 0.922, RMSEA = 0.069; *** denotes significance at the 1% significance level.
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value 0.90; GFI = 0.922, which is greater than value 
0.90, and RMSEA = 0.069, which is less than 0.08. 
These show that the model is appropriate for further 
analysis. Further, values of AVE for all constructs are 
greater than 0.5, and values of CR for each construct 
are greater than 0.7, ensuring convergent validity of 
the construct (Henseler et al., 2015).

The measured construct should have a different mea-
surement ability than another measured construct 
used in the study to become discriminant. Among 
the different ways of measuring the discriminant 
variability, Fornell and Larcker’s (1981) criteria as-
sessed the discriminant validity of the constructs, 
which measured the discriminant validity using 
AVE and the square of correlation coefficients. 

Table 6 shows that each construct’s AVE value is 
greater than the value of the square of correla-
tion with other constructs, so each construct is 
discriminant from others. For example, the AVE 
of financial satisfaction is 0.678145, the square of 
correlations between financial satisfaction and 

non-financial satisfaction is 0.3721, financial sat-
isfaction and awareness is 0.0961, and financial 
satisfaction and risk management is 0.0529. These 
values are less than AVE. Financial satisfaction is 
more discriminant than all other constructs. 

After all criteria of reliability and validity were 
satisfied, SEM was used to identify the relation-
ship of the constructs used in the study. In this 
study, risk management and insurance awareness 
are exogenous constructs, non-financial satisfac-
tion is a mediator, and financial satisfaction is en-
dogenous construct. The results of constructs and 
their relationship with other constructs are shown 
in Figure 3. 

Finally, Table 7 presents the relationship between 
the proposed hypotheses among the constructs 
and model fit criteria. The value of CMIN/DF is 
3.001, which is near three. Further, the values of 
CFI and GFI are greater than 0.90, and the value of 
RMSEA is less than 0.08. The results support the 
model fit criteria. 

Table 6. Discriminant validity

Factors FS NF AW Risk

Financial satisfaction (FS) 0.678145** 0.3721*** 0.0961*** 0.0529***

Non-financial satisfaction (NFS) 0.61* 0.586099** 0.0144*** 0.1225***

Awareness (AW) 0.31* 0.12* 0.605405** 0.04***

Risk management (Risk) 0.23* 0.35* 0.2* 0.53106**

Note: * = correlations between items, ** = AVEs, and *** = squares of correlations between items. AW = awareness; FS = 
financial satisfaction; NF = non-financial satisfaction; Risk = risk management.

Note: AW = awareness; FS = financial satisfaction; NF = non-financial satisfaction; Risk = risk management.

Figure 3. Schematic presentation of the structural model
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Table 7. Structural equation modeling

Endogenous 
Variables

Exogenous 
Variables

Estimate

NF ← Risk 0.342***

NF ← AW 0.064

FS ← NF 0.542***

FS ← Aw 0.133***

FS ← Risk 0.186***

FS ← NF*Risk 0.185***

FS ← NF*AW 0.035

Note: CMIN/DF = 3.001, CFI = 0.94, GFI = 0.916, RMSEA = 
0.071, and *** denotes significance at the 1% significance 
level. NF: non-financial satisfaction, FS: financial satisfaction, 
AW: awareness, Risk: risk management.

 Based on the estimated value among the seven pairs 
of relationships, only five relationships are found 
significant in the 1% level of significance. Risk 
management attitude has a significant relation-
ship with non-financial satisfaction, which accepts 
H2. Similarly, no significant relationship between 
awareness and non-financial satisfaction has been 
observed, so H5 is rejected. Besides awareness and 
financial satisfaction, risk management and finan-
cial satisfaction also have a significant relationship, 
so there is sufficient ground to accept H3 and H6. 
Further, non-financial satisfaction acts as a media-
tor between risk management and financial satis-
faction, which means H4 is accepted. However, no 
mediation effect is found between financial satis-
faction and awareness through non-financial sat-
isfaction, so H7 is rejected. Finally, H1 is accepted 
as there is a strong positive relationship between 
financial and non-financial satisfaction. The study 
has sufficient evidence to conclude that there is a 
strong relationship between non-financial and fi-
nancial satisfaction.

4. DISCUSSION

Agricultural insurance has proven to be expensive 
for authorities and other companies to take on 
risk from farmers despite its potential as an effec-
tive risk-sharing mechanism (Nelson & Loehman, 
1987). Studies on farm insurance satisfaction in 
the Nepalese setting are scarce, and academia 
has not given the insurance industry’s high level 
of customer satisfaction the attention it deserves 
compared to other sectors (Pooser & Browne, 
2018). In this instance, non-financial satisfaction 
directly impacts financial satisfaction. This im-

plies that the efficient and innovative services of 
insurance companies yield financial gain to cus-
tomers. For example, better suggestions from an 
insurance company can help reduce catastrophic 
loss. Besides, proper guidance motivates custom-
ers to invest in productive sectors, resulting in 
financial gains. Aljumah (2023) also agreed that 
non-financial factors generate motivation, which 
will induce one to become productive. 

If customers have a positive perception toward risk 
management practices, it will lead them to be sat-
isfied with insurance services as the risk manage-
ment attitude has a direct and significant impact 
on financial satisfaction, non-financial satisfaction, 
and non-financial satisfaction mediated by the re-
lationship between risk management and financial 
satisfaction. The reasons may be that proper risk 
management practices increase trust, minimize 
negative events, enhance customer experience, and 
increase service reliability. This finding agrees with 
Seo and Lee (2021), who argued that the perceived 
risk of the customer creates a negative attitude to-
ward the company’s services, leading to customer 
dissatisfaction. Olubiyo et al. (2009) claim that less 
perceived risk enhances farmers’ productivity by 
focusing on their core business.

This study shows that awareness increases financial 
satisfaction. Awareness positively relates to non-fi-
nancial satisfaction but is not statistically satisfied 
in direct and mediating effects. This result sup-
ports the idea that awareness creates satisfaction 
for policyholders. The reasons are that awareness 
creates a better customer experience, increases 
loyalty, and creates positive feelings toward the or-
ganizations and their services, which leads to sat-
isfaction. Similar results were obtained by Iqbal et 
al. (2021). They viewed that better awareness helps 
increase firm competitiveness through expanding 
the customer base. Moreover, this current study 
supports the expectancy theory (Joshi, 2023) as 
individual willingness to put in an effort depends 
upon the outcome of that effort. Suppose an indi-
vidual is well aware of insurance and feels that the 
insurance provides financial and non-financial 
benefits. In that case, they will engage in insur-
ance and will be satisfied with benefits.

The study has several theoretical and practical 
implications. The theoretical implication is that 
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better risk management and enhancing aware-
ness programs by insurance companies help to 
increase customer satisfaction, which will assist 
in retaining customers in the long term, which 
results in the company’s long-term success. The 
practical implication is that the regulators can 
make effective policies to enhance awareness lev-
els across the country, highlighting how it will 
help minimize risk and benefit the farmers. The 

study will help insurers to attract more farmers to 
agriculture insurance programs. Managers and 
executives of the insurance company tailored risk 
management practices and awareness campaigns 
to attract large farmers to their business. Similarly, 
future researchers and academicians can test agri-
culture satisfaction using robust designs, such as 
testing the theory of planned behavior and service 
quality models. 

CONCLUSION

The study examines the mediating role of non-financial satisfaction in the awareness and risk manage-
ment aspects of agriculture insurance satisfaction among agriculture insurance policyholders. Farmers’ 
awareness, risk management attitude, and satisfaction with insurance were examined through 26 items. 
The finding shows that risk management perception is significantly related to non-financial and finan-
cial satisfaction. Financial satisfaction has a significant relationship with awareness level. The AVE of fi-
nancial satisfaction is 0.678145, the square of correlations between financial satisfaction and non-finan-
cial satisfaction is 0.3721, financial satisfaction and awareness is 0.0961, and financial satisfaction and 
risk management is 0.0529. This study suggests that insurance companies should give equal attention 
to cater the financial and non-financial services to the customers. Offering risk management programs 
and campaigning awareness to potential customers will increase customer satisfaction.

This paper has several limitations. It is based on the field survey of a limited area of two districts. Future 
studies can be carried out by covering more geography and taking the perspectives of the supply side. In 
addition, a longitudinal study covering more years will make results more robust.
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