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Abstract: The need for insurance is as old as commerce and trading in the civilized world. Risk is inherent to
life, commerce, trading etc. The insurance will provide safety to it. Insurance sector has been playing a leading
role in the financial system of India. It has also been facilitating an objective to build an efficient, effective and
a stable economic environment in India. It also caters to the needs of the both real economy and socio-economic
objective of the country. It is making inroads into the interiors of the economy and is being considered as one of
the fast developing areas in the Indian financial sector. It has been mobilizing long-term saving through life
insurance to support economic growth and also facilitating economic development.

In India after a monopoly of public sector life Insurance company for decades, the sector was opened for the
private players in order to bring consumerism in real sense. The healthy competition among these companies
has resulted in to better quality, customizations, innovations, choice, value, and affordability of the product
offerings. The current study attempts to study the product offerings of largest public sector life insurance
Company of India Life Insurance Corporation of India and the private giant ICICI prudential life insurance
company Ltd on the aspects of applicability of SERVQUAL dimensions to current product offering and to study
and compare the perception of customers in terms of service quality.

The study discovers their present levels of the product offerings on the basis of SERVQUAL dimensions. The
study also attempts to compare perceived quality of product offerings of the selected life insurance companies
on SERVQUAL dimensions. It is an exploratory research study, which after development of conceptual frame
work deploys structured instrument and statistical analysis tools like Eigen value scores and variance to
measure the output.

This study shall be helpful to give a wonderful insight to the practicing managers to identify the gap and take
leverage by offering the desired quality products.
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I.  Introduction

In 1956 nationalization of insurance business was a major milestone in the development of insurance
business in India by taking 245 private insurers business.

The Indian insurance market was thrown open to private players in the year 1999 and the Insurance
Regulatory and Development Authority (IRDA) was established to regulate the insurance market. After it’s
opening, the insurance sector has the entry of a number of private players who captured a significant market
shares in the life insurance market. The public sector companies have to leverage upon their strengths to give a
tough flight to the private sector players.

The Product

Life Insurance is now the most popular instrument for the planning for the risk of untimely death, the
concept has been modified to merge with saving vehicles to create very interesting and apt investment product.
Life insurance products have to suit the requirements of customer. The three major concerns of any person could
be-Dying too early, living too long Or Living with disability

Life insurance products fundamentally provide for- 1.Risk Cover 2.Investment 3.Heath Cover, 4.Tax
saving
There are four main types of insurance policies described as follows.-
1. Term Insurance: Term Insurance pays a death benefit to the legal heirs if the person insured, dies during the
term of the policy. Terms insurance plans offer pure risk cover without any element of saving.
2. Whole Life Insurance: The advantage of whole life insurance is that the policy, if kept current, covers you
over your entire life, as opposed to term insurance that covers you only for a certain term of years.
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3. Endowment Insurance: Pure endowment is a plan where the benefit is payable to the insured only on
survival of the specified term.

4. Annuities: Annuities are a form of pension in which an insurance company makes a series of periodic
payments to a person or his or her dependents over a numbers of years, in return for the money paid to the
insurance company either in lump or installments.

Il.  Public sector Company: Life insurance Corporation of India
The Life Insurance Corporation of India (LIC) is only one public sector Company in life insurance. It
was created on 1st September, 1956, Over 245 insurance companies and provident societies were merged to
create the state owned Life Insurance Corporation. It is the largest insurance company in India with an estimated
asset value of ¥1560481.84 crore (US$250 hillion). As of 2013 it had total life fund of Rs.1433103.14 crore
with total value of policies sold of 367.82 lakh that year.

Growth as a monopoly

From its creation, the Life Insurance Corporation of India, which commanded a monopoly of soliciting
and selling life insurance in India, created huge surpluses.The Corporation, which started its business with
around 300 offices, 5.7 million policies and a corpus of INR 45.9 crores (US$ 92 million as per the 1959
exchange rate of roughly ¥5 for US$1), had grown to 25,000 servicing around 350 million policies and a corpus
of over 800000 crore (US$130 billion) by the end of the 20th century.

Liberalization post Y2K

In August 2000, the Indian Government embarked on a program to liberalize the Insurance Sector and
opened it up for the private sector. Ironically, LIC emerged as a beneficiary from this process with robust
performance, albeit on a base substantially higher than the private sector. In 2013 the First Year Premium
compound annual growth rate (CAGR) was 24.53% while Total Life Premium CAGR was 19.28% matching the
growth of the life insurance industry and also outperforming general economic growth.

Products and services
LIC offers a variety of insurance products to its customers such as insurance plans, pension plans, unit-
linked plans, special plans and group schemes.

Operations

Today, the LIC had 8 zonal offices, around 109 divisional offices, 2,048 branches and 992 satellite
offices and corporate offices; it also has 54 customer zones and 25 metro-area service hubs located in different
cities and towns of India. It also has an accessibility of 1,337,064 individual agents, 242 Corporate Agents, 79
Referral Agents, 98 Brokers and 42 Banks for soliciting life insurance business from the public. As on 31 March
2012, LIC had 119,767 employees, out of which 24,295 were women (20%).

Agency strength
LIC had 12, 78,234 agents as on 31 March 2012, out of which the number of active agents was 12,
14,111 (95%).1

Private sector Company: ICICI Prudential Life

ICICI Prudential Life Insurance Company is a joint venture between ICICI Bank, a premier financial
powerhouse, and prudential plc, a leading international financial services group headquartered in the United
Kingdom. ICICI Prudential was amongst the first private sector insurance companies to begin operations in
December 2000 after receiving approval from Insurance Regulatory Development Authority (IRDA).
ICICI Prudential Life's capital stands at Rs. 4,793 crores (as of March 31, 2013) with ICICI Bank and Prudential
plc holding 74% and 26% stake respectively. For the financial year 2013, the company has garnered total
premium of Rs 13,538 crores. The company has assets held over Rs. 77,393.09 crores as on December 31, 2013.
For the past decade, ICICI Prudential Life Insurance has maintained its dominant position (on new business
retail weighted basis) amongst private life insurers in the country, with a wide range of flexible products that
meet the needs of the Indian customer at every step in life.
ICICI Prudential Life offers plans under the following major need categories: Term plans,Wealth plans
,Retirement plans ,Group plans ,Rural plans
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Other private companies that are in life insurance sector are as under:
AEGON Religare Life Insurance

Edelweiss Tokio Life Insurance Co. Ltd

Aviva India

Shriram Life Insurance

Bajaj Allianz Life Insurance

Bharti AXA Life Insurance Co Ltd

Birla Sun Life Insurance

Canara HSBC Oriental Bank of Commerce Life Insurance
Star Union Dai-ichi Life Insurance

DLF Pramerica Life Insurance

Future Generali Life Insurance Co Ltd

HDFC Standard Life Insurance Company Limited
ICICI Prudential Life Insurance Company Limited
IDBI Federal Life Insurance

IndiaFirst Life Insurance Company

ING Life Insurance

Kotak Life Insurance

Max Life Insurance

PNB MetLife India Life Insurance

e Reliance Life Insurance Company Limited

e  Sahara Life Insurance

e SBI Life Insurance Company Limited

e TATA AIA Life Insurance
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MarketShare of All Life Insurance Companies in India
End of March -2012 www.FreePress.in

Service quality dimensions: SERVQUAL
By the early 1990s, Parasuraman, A., Valarie Zeithaml, and Leonard Berry had refined the model to the
useful acronym RATER:
Tangibility: It includes the appearance of physical elements.
Reliability: It shows the reliability and accurate performance.
Responsiveness: It shows the promptness and helpfulness.
Assurance: It shows the competency, courtesy, credibility and security.
Empathy: It indicates the easy access, good communication, and customer understanding.

I11.  Review of Literature
General reviews: On marketing of services
Dr. C. Rajesham & Dr. K. Rajendra(2006) reported that the insurance companies are required to come
up with multi-benefit policies through innovative products, smart marketing and aggressive distribution with
internet facility to increase the quality and volume of insurance business. A study by Parasuram A, Zelthaml
V.A. and Berry L.L (1990). reveals that, over two-third of the dissatisfaction is because of perceived
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indifference to their problem or concerns on the part of service providers. Cristopher and Ballntyne (1991)
reported that it is the relationship marketing that brings quality, customer service and marketing. Brown and
Swartz (1989) reported that the consistent delivery of superior service is the key to the service provider to
position themselves more effectively. Parasuraman, Zithmal and Berry (1988) provide a terse definition of
service quality. They defined service quality as ‘a global judgment, or attitude, relating to the superiority of the
service’, and explicated it as involving evaluation of the outcome (i.e. what the customer actually receives from
the service) and process of the service act (i.e. the manner in which service is delivered). In line with the
propositions put forward by Gronroos (1982), Parasuraman, Zithmal and Berry (1985, 1988) posited and
operationalised service quality as a difference between consumer expectations of ‘what they want’ and their
perceptions of ‘what they get’.

Committed Studies

Athma. P and kumar. R (2007) in the research paper has identified various products and non-product
related factors and their impact on life insurance purchase decision. Girish kumar and eldhose (2008), published
in insurance chronicle ICFAI monthly magazine august 2008 in their paper titled “customer perception on life
insurance services: a comparative study of public and private sectors”, explained the importance of quality
services and its significance in raising customer satisfactionlevel.Jayakar (2003) in his study emphasized that
new products innovation; distribution and better use of technology are helping the new private life insurers to
take market share away from LIC. Bapat Harish et al (2009), revealed in their study named ‘life insurance: A
Sunrise Sector’, that the quality of services will determine the performance of overall sector and not only a
single company. Narayan. H. Jai (2009), explained in phase of growing market competition, there is an intense
need to go beyond mere efficiency in designing products. Praveen kumar tripathi (2008), in his summer training
project conducted a research based study on buying pattern in the insurance industry with a special focus on
HDFC standard life insurance.

Importance of the present study

The study is very important from the point of view of dealing and developing the service marketing
culture in the organization especially in the life insurance sector. In the cutting edge competition and
liberalization, those companies will survive and lead who will maintain service quality. The present paper is a
humble attempt to identify the major factors based on descriptive research design and addresses very important
aspect of service quality in life insurance.

Rationale

After doing rigorous literature review, it is found that there are many studies which have been done on
SERVQUAL in the large organizations. The previous studies have also been focused on different aspects of
organizational culture and other dimensions of marketing such as internal and interactive marketing. As the
reach of the life insurance sector is growing, the researchers inclined to conduct the research in order to know
the gap between customers’ expectation and product delivery. This study may be help full for the concerning
companies to bridge this gap in order to benefit the society at large and build a profitable proposition.

Objectives

The main objectives of the present study can be figured out as follows.

e To study the applicability of SERQUAL dimension in life insurance companies.

e To measure the perception of customers of selected public and private life insurance service provider in
terms of service quality.

e To compare the perception of customers of selected public and private life insurance service provider in
terms of service quality.

IV.  Research Methodology

Research Design

The present research is designed to explore the dimensions of SERVQUAL in the organizations. The
conceptual frame work and theoretical linking of the subject is done and the entire research is divided in to the
two parts according to the problem definition and objectives. First Tentative norms are applied to the
SERVQUAL profile to know the validity and reliability of the instrument. Then it is measured and compared for
SERVQUAL dimensions by applying statistical tools. The life insurance companies chosen for the study are
LIC of India and ICICI Prudential Life Insurance Company
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Operationalization

At this level the researcher has put the theoretical concepts to the conceptual frame. It has been found
that service quality has been broadly characterized by SERVQUAL.To capture the various dimensions of
SERVQUAL a pre tested instrument with extended items to capture two new dimensions namely ‘premium’ and
‘accessibility’ have been used. On the basis of above mentioned theoretical understanding the researcher has
operationalize the concept.

Variables
It can be characterized as consisting of five dimensions of SERVQUAL -
1. Tangibility 2.Reliability 3.Responsiveness 4.Assurance 5.Empathy

HYPOTHESES

On the basis of the literature review and the objectives of the study following Null hypotheses have been
formulated:-

Ho:: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of Tangibility.

Hoo: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of Reliability.

Hos: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of Responsiveness.

Hos: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of Assurance.

Hos: There is no significant difference between perception of customers of public and private life insurance
service provider in terms of Empathy.

Hos: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of Premium.

Ho7: There is no significant difference between perception of customers of public and private life insurance
service providers in terms of accessibility.

Sampling Plan

Population: It included all those 1) Selected life insurance providers 2) Existing customers for at least last two
years in selected companies. The company was selected on the basis of market share.

Sampling Element: The sampling elements of the defined population are existing customers at least for last two
years in selected companies and who pays the premium regularly.

Sample size: 70 samples were collected.

V.  Data Collection

The researcher has used pre tested structured instrument for primary data collection. The questionnaire
is used because they have items designed to elicit the information on the research interest and they have protocol
for recording the responses. Care has been taken to keep them simple and to avoid leniency, severity, central
tendency and halo error (positive and negative questions).A brief introduction of the research is provided in the
beginning and the demographics are intentionally placed at last, to maintain the interest of the respondents.
Questionnaire was typed and presented to respondents in an arranged manner with likert scale. Pre-tested
SERQUAL scale of Parasuraman, Zithmal and Berry is used. In addition to this two more variable
(Accessibility & premium) are added. A pilot test is conducted on very small sample and many errors have been
found in the instrument. It is designed and redesigned to avoid the systematic errors. It is also used to see
whether the scores are behaving as expected.

Reliability and validity measures

The indicator scores obtain during the pilot study is subjected to the chronbach alpha test to measure
the internal consistency and reliability and it was found that the entire alpha values are more than .7 hence good
consistencies is concluded.

Analysis & Interpretation

Objective-1:To study the applicability of SERQUAL dimension in life insurance companies To
check for the reliability of the data Chronbach’s alpha method was used and its value was found to be more then
(.7) for all seven variables(Table-1) and which indicates the scale is reliable and consistent. To check the
validity (whether the items are capturing the variable) factor analysis is done and it is found that the items are
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highly loaded (more than .5) on a single component and Eigen value is more than 1(Table-2). This showed that
SERQUAL dimensions are applicable in Life insurance industry.
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Objective-2: To measure the perception of customers of selected public and private life insurance service
provider in terms of service quality.

Tangibility
Table 3: Independent Samples Test
Levene's Test for
Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
F Sig. t af (2 Dif'\gei?ezce S:gefgrz?:; Interval of
tailed) the
Difference
Equal
tangibility variances Lower Upper Lower Upper Lower Upper Lower Upper Lower
assumed
Equal
varences | sozs | 051 | 4477 78 .000 71000 16348 51095 1.07915
assumed
4.477 74.781 .000 .71000 .16348 .51050 1.07150

Further table-3 of the analysis explains the Z test calculation with a level of significance of .001. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.000 value at o= .001 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Tangibility are different.

Reliability Table-4: Independent Samples Test
Levene's Test
for Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
F Sig. t df (2- Mean S.ld' Error Interval of
N Difference | Difference
tailed) the
Difference
Equal
reliabzty variances Lower | Upper | Lower Upper Lower Upper Lower Upper Lower
assumed
Equal
Va”ri;‘tces 3.928 | 051 | 4.477 78 .000 74000 16528 41095 1.06905
assumed

Further table-4 of the analysis explains the Z test calculation with a level of significance of .001. Z test analysis
here explains the pattern of the relationship between the independent variables. In the present case the table
shows that the p=.000 value at a=.001 which is highly
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Significant; from this value we can infer that the service quality of LIC and ICICI Pru Life in terms of
Reliability are different. The above analysis and interpretation states that the null hypothesis is rejected.

Responsiveness Table-5: Independent Samples Test
Levene's Test
for Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
. Mean Std. Error
F Sig. t af (2- Difference Difference Interval of
tailed) the
Difference
Lower | Upper | Lower | Upper | Lower Upper Lower Upper Lower
Equal
reponsiveness variances 1.671 .200 4.548 78 .000 .95000 .20888 .53416 1.36584
assumed
Equal
varlenoes 4548 | 76.958 | .000 95000 20888 53407 1.36593

assumed

Further table-5 of the analysis explains the Z test calculation with a level of significance of .001. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.000 value at o= .001 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Responsiveness are different. The above analysis and
interpretation states that the null hypothesis is rejected.

Assurance Table-6: Independent Samples Test
Levene's Test for
Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
. Mean Std. Error
F Sig. t df (2- . N Interval of
tailed) Difference Difference the
Difference
Lower | Upper | Lower | Upper | Lower Upper Lower Upper Lower
Equal
assurance variances 2.722 .103 5.064 78 .000 .88750 .17526 .53858 1.23642
assumed
Equal
varatces 5064 | 73.947 | .000 88750 17526 53828 1.23672
assumed

Further table-6 of the analysis explains the Z test calculation with a level of significance of .001. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.000 value at a=.001 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Assurance are different. The above analysis and
interpretation states that the null hypothesis is rejected.

Empathy Table-7: Independent Samples Test
Levene's Test for
Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
- Mean Std. Error
F Sig. t df 2- N N Interval of
tailed) Difference Difference the
Difference
Lower Upper Lower Upper Lower Upper Lower Upper Lower
Equal
empathy variances 2.231 .139 1.994 78 .030 .33500 .16797 .00059 .66941
assumed
Equal
vartenees 1.994 | 75534 .030 .33500 .16797 .00042 .66958
assumed

Further table-7 of the analysis explains the Z test calculation with a level of significance of .001. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.03 value at o= .05 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Empathy are different. The above analysis and
interpretation states that the null hypothesis is rejected.
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Accessibility Table-8: Independent Samples Test
Levene's Test for
Equality of t-test for Equality of Means
Variances
95%
Sig. Confidence
F Sig. t df (2- Dixeer::ce S:?f.elrier;?:; Interval of
tailed) the
Difference
Lower Upper Lower Upper Lower Upper Lower Upper Lower
Equal
accessibility variances 2.131 .133 1.594 73 .040 .33500 17797 .00053 .69941
assumed
Equal
variances 1594 | 78534 | .040 .33500 17797 .00041 67958
assumed

Further table-8 of the analysis explains the Z test calculation with a level of significance of .05. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.04 value at o= .05 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Accessibility are different. The above analysis and
interpretation states that the null hypothesis is rejected.

Premium Table-9: Independent Samples Test
Levene's Test
for Equality of t-test for Equality of Means
Variances
95%
sig. Mean Std. Error | Confidence
F Sig. t df (2- N ire Interval of
tailed) Difference Difference the
Difference
Lower Upper Lower Upper Lower Upper Lower Upper Lower
Equal
premium variances 2.456 .128 1.4784 76 .020 .23500 .18787 .00063 .79941
assumed
Egual
vartaees 1.4784 | 77.514 .020 .43500 .18787 .00071 .57958
assumed

Further table-9 of the analysis explains the Z test calculation with a level of significance of .05. Z test
analysis here explains the pattern of the relationship between the independent variables. In the present case the
table shows that the p=.02 value at a= .05 which is highly significant; from this value we can infer that the
service quality of LIC and ICICI Pru Life in terms of Accessibility are different. The above analysis and
interpretation states that the null hypothesis is rejected.

Objective-3: To compare the perception of customers of selected public and private life insurance service
provider in terms of service quality.

The researches has compared the service quality on the basis of SERQUAL model and added two more
variables (Accessibility & Premium). The researcher has compared on the basis of Eigen values. The result is
shown in below Table 10.

Factors Items | Factor Loading Factor Loading | Eigen Value Eigen Value
(ICICI Pru Life) (LIC) acict  Pru | (LIC)
Life)

P1 733 479

P2 850 861

P3 2.400062 2.0963751
Tangibility 623 519

P4 700 457

P5 512 821

P6 .687 479

P7 .925 .861

P8 2.442822 3.063995
Reliability -858 -549

P9 574 .657

P10 .819 .821

P11 899 841

P12 701 701

P13 3.435474 2651795
Responsiveness 711 622

P14 969 822

P15 .883 625

P16 .703 699

P17 696 655 1.258682 1.716506

P18
Assurance .859 .584

P20 .703 565

P21 787 492

P22 2.021263 1.510619
Empathy .689 .809

P23 .658 543

P24 729 985
Accessibility P25 787 .606 1.96081 2.079465

P26 900 902

P27 .980 734
Premium P28 .940 727 2.748401 2.053334

P28 .951 993

The researcher has found that ICICI Pru Life leads to LIC on Tangibility, Responsiveness, Empathy & Premium
and LIC leads to ICICI Pru Life on Reliability, Assurance & accessibility.
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VI.  Conclusion

In the cutting edge competition and liberalization world, those companies will survive who
continuously work upon and maintain their service quality. The LIC is first and oldest state owned company in
life insurance sector. As per the present study, this is a challenge to the private players as it has pre dominance
in reliability, assurance and wide network. Private players are trying to overcome it by providing accessibility
through internet smart phones and high end up-to-date technology, greater degree of tangibility, effective &
appealing promotional campaign, online services, more personalized & innovative services, etc. Now the
monopoly of LIC is threatened and leading private player like ICICI Pru Life started capturing the market share.
The LIC has to take this into consideration and aggressively work upon it in order to excel in other dimensions
of SERVQUAL where the private players are marking their significant

The ICICI Pru Life has identified the gap and taken the lead in terms of providing empathy, better
response, system and premium. The product customization is good but accessibility and network is less as
compare to LIC. The company has to give emphasis on expanding the market coverage. Rewards, incentives
and adequate publicity for exemplary conduct, work and innovations should be awarded frequently.

VIl.  Limitations and scope
The scope of the present study is limited to the city of Indore and surrounding rural area because of the
availability of the resources. For the purpose of studying the SERVQUAL existing customers of life insurance
of the companies under study are considered. Further the tenure of association of customers subject to present
study is quite stable. Personal interests of customers are not taken into consideration. Implementation and
practices of the organizations differ from institute to institute and thus the result may vary. This is a pioneering
study on this topic hence limited up to fundamental domain.

VIIl.  Further areas of research
There remains a scope and gap for further research in this domain of knowledge. It can be extended to
regional, national level and to other professionally managed organizations. New variables can be developed
taking in to account the other aspects service quality. Further research can be done by developing a suitable
model to test the contribution of each variable on dependent variables. In brief, it can be suggested that
replication of this study on other randomly selected life insurance organizations, and comparative analysis of
life insurance organizations other insurance organizations can be made. Also further study can be done to
identify the performance indicators of various categories of life insurance organization with a view to evolve

training policy/designs for marketing and product development personnel
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