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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

In the current challenging and competitive dynamic business 

world today, business environment is driven by technology for the 

tenacity of its existence. Every day, new companies introduce 

technologies that have potential to reshape the entire industries and 

how people conduct their day-to-day transactions. Having a need to 

survive among the competitors, business environment must adapt to 

demand automate business processes in response to the external 

and/or internal changes by doing innovation. Organizations who see 

and act upon the opportunities and possibilities for change through 

innovation in the current volatile and uncertain business environment 

will not only survive but will also successfully compete and even 

sustain in the fluctuating business and economic conditions.  

In recent years, as the public has become more aware of the 

pressure on the environment and society, it has become clear that 

businesses focus not only on earning profit but also on how they can 

contribute to solve the environmental and social issue. The practice of 

sustainability strategies in fact benefit companies as they can earn 

greater profits and even create their own consumer path. Sustainability 

regulation can also assist competitiveness in business, as it forces 

industry to innovate and create new solutions, driving up profits for 

those companies that provide the best products. Sustainability has also 

been shown to produce new demands and markets for businesses. The 

rise in consumer demand for sustainability improvements has led to 

businesses that were not previously interested in green issues and now 

suddenly improve their sustainability practices. Experts suggest that 

this is to improve their competitiveness against other companies. 
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Innovation drives the productivity and performance of 

business, and can help businesses to grow and create sustainability. 

Sustainable development is good business in itself. It creates 

opportunities for suppliers of ‘green consumers’, developers of 

environmentally safer materials and processes, firms that invest in 

eco-efficiency, and those that engage themselves in social well-being. 

According to Eweje & Perry (2014), developing constructive 

innovative corporate culture is an important part in creating a 

sustainable business. These cultures create high performance and 

make maximum use of existing assets in ways that produce positive 

impact to the environment, society and corporate governance. This is 

the new management paradigm that businesses have to get used to  

and it’s not going away anytime soon. 

One such challenging business sector today is insurance 

industry. The insurance industry is one of the most important 

industries of the economy. This industry fulfils various functions 

which are indispensable for any modern economy and society. 

Insurers contribute significantly to the financial security of private 

households and take on risks from companies, laying the foundation 

for economic activities, innovation and sustainable economic growth. 

People depend on insurance for a multitude of reasons, but it all boils 

down to one basic principle: minimizing personal risk on a day-to-day 

basis. Clients pay a fee, and in exchange, insurers promise to cover 

any costs associated with future calamities (which may or may not 

actually occur). Paying for peace of mind: it’s a relatively simple 

concept. But today, determining what constitutes risk is anything but 

easy. As new technologies emerge and consumer trends and 

preferences change, pricing policies and marketing them effectively 

are an ongoing and constantly evolving challenge. 
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Established in 1995, PT Prudential Life Assurance is of one 

leading life insurance companies in Indonesia which is part of 

Prudential plc, a UK-based financial services group. By taking the 

advantage of the group’s years of experiences in the life insurance 

industry, Prudential Indonesia is committed to providing the best 

investment, savings, and insurance protection solutions to customers 

in the country. Since launching their first investment product in 1999, 

Prudential Indonesia has been the market leader for this innovative 

product category. Prudential Indonesia also offers variety of products 

and services designed to meet the diverse financial needs of 

Indonesian customers. (Prudential, 2018) 

However, many new players started to join the business and 

are ready to compete with Prudential. Competitors come out with new 

innovative insurance products that fulfill the needs of the market. 

Large number of competitors today must be one of important 

considerations for PT Prudential Life Assurance to keep coming out 

with innovative products as well as renewing their systems in order to 

ensure business sustainability. Their fundamental obligation is to 

understand, even anticipate, the needs of customers and effectively 

respond to those needs. Customers have increasing numbers of 

choices regarding how to manage risk in their organisations; buying 

insurance from traditional insurance companies is only one such 

option this day.  

It is believed that in the near future, customers might think of 

purchasing insurance or insurance substitutes from non-insurance 

companies, including Google and Amazon, if the traditional insurance 

industry continues not to meet their needs. Therefore, PT Prudential 

Life Assurance needs to innovate in order to sustain and keep 

growing. If the company is to succeed, innovation must become ‘the 

new normal’. Realizing the importance of innovation for a company to 



4 
 

 

create business sustainability, this writer decides to conduct a research 

entitled “Analysis of The Impact of Innovation Towards Business 

Sustainability at PT. Prudential Life Assurance”. 

1.2 PROBLEM LIMITATION 

This study aims to investigate the overall impact of innovation 

towards business sustainability in PT. Prudential Life Assurance, but 

not concerned about any companies similar to the business field of 

PT. Prudential Life Assurance. This research will focus on PT. 

Prudential Life Assurance in Indonesia that focuses on Medan branch 

offices as the object which includes innovations done by the company 

in order to fulfills the market needs and how the impact on the 

performance and competitiveness of the company. 

This research specifically focused on the perspective of 

innovation from types of innovation which cover four important areas, 

such as Product Innovation, Process Innovation, Marketing Innovation 

and Organizational Innovation. Meanwhile, for business 

sustainability, this research will focus on the pillars of business 

sustainability such as Environmental, Society, and Economic.  This 

limitation is to minimize any unclear concept or scope during the 

writing of this study. 

 

1.3 PROBLEM FORMULATION 

Based on the background study, the problems can be served as 

follows: 

1. Does innovation have impact towards business 

sustainability in PT Prudential Life Assurance? 

2.   What type of innovation that mostly affects business 

sustainability in PT Prudential Life Assurance?] 
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1.4 OBJECTIVE OF THE RESEARCH 

The objectives of the research are as the following: 

1. To examine the concept of innovation and business  

sustainability with regards to PT. Prudential Life 

Assurance 

2. To find out innovative works of PT Prudential Life 

Assurance and how it impacts the business sustainability. 

 

1.5 BENEFIT OF THE RESEARCH 

Benefit of the research according the objective and problems 

found during the research can be seperated into two kinds of benefit, 

which are: 

 

1.5.1 THEORETICAL BENEFIT 

 By doing the research, it gives the chance to implement the 

concept that the author has learnt by using the correct terminology and 

styles to make information understood by others. Besides, it will help 

the author to learn to analyze theories from a number of different 

viewpoints and then make statements based on what the author have 

understood. Therefore, the author will have a better understanding 

about the concept of innovation and business sustainability as well as 

the ability to look at things objectively that will be useful in the future. 

 

1.5.2 PRACTICAL BENEFIT 

Practically, this research is expected to prove that by doing 

innovation, PT Prudential Life Assurance in Indonesia will 

successfully compete and finally sustain in the challenging business 

and economic conditions. It can be an input for PT Prudential Life 

Assurance in Indonesia in making future decisions related to their 

innovative works that will drive business sustainability. As for the 



6 
 

 

readers, this research will give additional knowledge about the topic 

discussed that can be used as references for various purposes. 

 

1.6 SYSTEMS OF WRITING 

Chapter I Introduction 

This chapter will discuss issues that become the background of the 

study as well as formulate problem, research focus and objective. The 

benefit of the research theoretically and practically will be defined in 

this chapter too. 

Chapter II Literature Review and Hypothesis Development 

This chapter of the research contains theoretical review in accordance 

with the background study and research problem. Besides, this part 

will also provide previous research, hypothesis development, model of 

the research and also framework of thinking. 

Chapter III Research Methodology 

This chapter will elaborate research design and research object as well 

method of data collection and data analysis. 

Chapter IV Data Analysis and Discussion 

This chapter defines general view of “Research Object” and data 

analysis and discussion 

Chapter V Conclusion 

The last chapter will conclude the result and implication of the 

research. This part will also provide recommendation based on the 

result of the research.


