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Abstract

The study assessed the effects of service quality dimensions on customer satisfaction. The
study was identifying the factors that influence customer satisfaction of NIC service
quality focused on the five dimensions of service quality such as tangibility, reliability,
responsiveness, assurance and empathy which were considered as the base for the
analysis of this study. To achieve the overall objective of the study the researcher
collected data from customers of the NIC, using a questionnaire. Accordingly, 228
respondents participated in the study based on designed sample size. Both descriptive and
inferential statistics methods were used in the study. A multiple regression model was
fitted to see the significance of factors affecting customer’s satisfaction. The data were
analyzed by using SPSS version20 package. The result of the study revealed that the
overall level of customer’s satisfaction in the study area is low as compared to those who
were satisfied. The result of study showed that except tangibility the rest service quality
dimensions were positively related to and found to significantly affecting customer
satisfaction of NIC. From the study; reliability, responsiveness and empathy remains the
most determinant and they strongly influence customer’s satisfaction level of NIC. In
overall, the results of the regression revealed that independent variables (reliability,
responsiveness and empathy) are significant with customer satisfaction at the level p <
.05. Furthermore, multiple regressions identify the relative contribution of each variable
and determine the best predictor variables among a set of variables. Reliability has the
highest contribution to customer loyalty among the independents variables (B = .394).
Based on the findings, the study recommend the following management bodies of the NIC
further investigate the main reason of unsatisfied customers and they should take
corrective measure accordingly. Furthermore, the research would enable the company to
see their wherebeing and gives a chance to explore the core value of their customers
needs and these further make the company to sustain and to be the leading insurance

service provider in market.

Key Words: Tangibility, Reliability, Responsiveness, Assurance, Empathy and Customer
Satisfaction
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CHAPTER ONE

INTRODUCTION

This chapter introduces the reader to the study of the effects of service quality
dimensions on customer satisfaction in the case of Nib Insurance S.C branches in
Addis Ababa. It goes on to look at the background of the study, statement of the
problem, research questions, objectives of the study, conceptual definition of key
terms, significance of the study, Scope of the study, limitations and organization of the

research report.

1.1 Background of the Study

Customer satisfaction is a term most widely used in the business industry. According to
Kotler (1996), customer satisfaction is the level of a person’s felt state resulting from
Comparing a product’s perceived performance or outcome in violation to his/her own
expectations. So it can be viewed as a comparative behavior between inputs beforehand
and post obtainments. It is a business term explaining about a measurement of the kind of
products and services provided by a company to meet its customer’s expectation. Now a
days, every organization strives to make its customer remain satisfied with its products
and services. Customer satisfaction is surely a very critical element towards retaining
profitable business relations with the customers. The combined effect of a high retention
rate and the enhanced profitability of loyal customers can lead not only to higher profit,
but to a better ‘quality of earnings’, as the Customer base is less volatile (Waker & Baker,
2000). Customer satisfaction and perceived service quality are also very interlinked

constructs.

Service quality and customer satisfaction are very important concepts that companies
must understand in order to remain competitive in business and hence grow. It is very
important for companies to know how to measure these constructs from the customers’

perspective in order to better understand their needs and satisfy them. Service quality is
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considered very important because it leads to higher customer satisfaction. Service
marketers have realized over past few years that competition can be well managed
through quality. Thus service quality is imperative to achieve competitive advantage.
Poor quality places a firm at a competitive disadvantage. Service quality offers a way of
achieving success among competing services, particularly in case of firms that offer
nearly identical services. In the globally competitive business environment, service
quality has become increasingly important to the insurance industry. As the importance in
service industries grows, several questions arise. How can we measure "quality of
service" and what is its effect? Although there are varieties of models used to measure
service quality as attributed to customers satisfaction, the most widely used model to
measure perceived service quality is known as SERVQUAL, which was developed by
Parasuraman (1985, 1988).

When it comes to the case under the study, Nib Insurance S.C is one of a private
insurance companies which was established in 2002 by 658 Shareholders, with a paid up
capital of birr 14million, and a subscribed capital of birr 30 million as a sister company to
Nib International Bank. The company is currently rendering its general insurance and life
assurance services through its 28 branch offices situated in different parts of the country
with in and outside of Addis Ababa. According to the annual report of NIC (2014), NIC
which from the outset emerged as a strong competitive private insurance Company is
developing a sound portfolio which is demonstrated by a prudent underwriting.
Accordingly, it has managed to increase its efficiency and expand its services over the

past twelve years.

1.2 Statement of the Problem

Recent developments in global economy have led the service companies especially the
insurance companies to plan and execute their strategies towards increasing customer
satisfaction through improved service quality. In a comptitive market place,
understanding customer needs become an important factor. As a result, companies have to
move from product centric to customer centric. One of the key approaches to entertain the
interest of the customer is through meeting their expectation in terms of service quality

because according to Hazlina (2011), service quality is magnificent tool to measure the

2



customer satisfaction. Moreover, acquiring new customers is one step but ultimately in
such competitive environment retention is required as an additional step. So, there is the
need to increase understanding of the factors that drive customer satisfaction in the
industry in order to provide management with empirical basis for developing effective

marketing strategies.

When it comes to the practice in Ethiopia, the insurance sector is growing at a fast pace,
recently, new insurance companies are joined the market to increase the level of
competition. Therefore, this fast growth can have both challenges and opportunities to
the existing firms.The growth in the sector benefits the customer in offering the
opportunity to choose from one firm service to another one. Like wise, these also broden
the levels of the customer expectation from time to time, which creates complexity for the
firms to depend on the existing service performance. On the other hand, the growth has
also a challenges for each firms as there is a high comptition between firms become

stiffer than before.

With particular reference to the practice of Nib insurance S.C, there are some observable
gaps in terms of satisfying the needs of the customers mainly because of service quality
problems. To substantiate this statement, a preliminary investigation was conducted by
the student researcher in the form of mini-survey and informal discussion with some of its
customers. Moreover, attempts were made to review the customers’ complaints/feedbacks
as accessed from the suggestion box put in place by the company. The result obtained
from these given sources reveals that currently the service delivery practice of the
Company is not satisfying the needs and wants of customers to their expectations. For
instance, the customer’s complaints are come from the claim department i.e. the claim
process takes too much time. Another dissatisfaction factors are the NIC practiced excess
franchise/high deduction, survey decision making is sometimes inappropriate and rate
used to calculate premium is high. There is also service hour compliant as well. Thus, this
study attempts to examine the level of the service quality of Nib insurance S.C with
particular reference to SERVQAL model and its implications to the customers’

satisfaction.



1.3 Research Questions

1. What is the level of service quality of Nib insurance S.C as seen in the eyes of the
customers?

2. What is the level of customer satisfaction at Nib insurance S.C?

3 What is the relationship between service quality and customer satisfaction in the NIC?

4 Which service quality dimensions significantly contribute to determine customer

satisfaction?

1.4 Objectives of the Study

1.4.1 General Objective
The general objective of this study is to assess and measure the level of customer

satisfaction and services dimensions rendered by Nib Insurance S.C.

1.4.2 Specific Objectives

The specific objectives include:-

e To examine the impact of service quality on customer satisfaction

e To examine the gap between customers’ perceptions and expectations of service
quality in NIC.

e To identify the most influencer or dominant dimension of service quality that
contributes much towards overall customer satisfaction in NIC.

e To recommend possible solution to Nib Insurance S.C based on the results that will be

obtained from the study.

1.5 Definition of Key Terms

Service: Kotler defines service as “any intangible act or performance that one party offers
to another that does not result in the ownership of anything” (Kotler & Keller, 2009, p.
789).



Service quality: - is how well a delivered service level matches customer’s expectation.
Parasuraman et al., (1988, 1991pp. 208) as cited on Sang-Lin Han and Seung Baek,
(2004).

Customer expectations: These are beliefs about service delivery that serve as standards
or reference points against which performance is judged (Zeithaml&Betner, (2006).
Customer perception: Is the actual level of service the customers received. Perceived
service quality is a component of customer satisfaction. Perceived service quality has
been defined as the discrepancy between what the customer feels that a service provider
should offer and his or her perception of what the service firm actually offers
Parasuraman et al., (1988) as cited on Audrey Gilmore, (2003 pp. 24).

Customer satisfaction: Satisfaction as a person’s feelings of pleasure or disappointment
resulting from the comparison of product’s perceived performance in reference to
expectations is customers’ evaluation of performance of an offering to date (Kotler &
Armstrong, 2010).

Underwriting: It is the process of assessing the eligibility of a customer in receiving
equity. An insurance underwriter evaluates the risk and exposures of potential clients.
Claims: These are request made formally to an insurance company in returns for payment

base on the terms of an insurance policy.

1.6 Significance of the Study

This research would have a great deal of significance for the managers of the insurance
company, because the company provides information about the level of quality service
providing to its customers from the point of view of the customers. It would help them to
know whether the company is delivering its promise to the customers and also it would
provide them insight about the gap between customer’s perception and expectation of
service and ways to improve them. Furthermore, finding of this study would help the
company marketing department to see and align their marketing strategy if there is a need

for adjustment regading Company’s service quality performance.



1.7 Scope of the Study

The study is specifically delimited to the different branches of the company that are
located in Addis Ababa, though that is desirable for generalizing the findings to the entire
out line branches. Furthermore, even if there are many determinants that affect customer
satisfaction this study was not attempt to study all customer satisfaction factors rather
focus on service quality. The study coverd only the general insurance section of the Nib
Insurance Company to assess customer satisfaction using the five dimensions of service
quality measures. As per the data obtained from NBE, General insurance premium/Non-
life Insurance dominates the sector with 93.8% premium market share leaving the balance
to Life insurance business. Therefore, non-life insurance sector gets more concern by the
researcher because obviously the numbers of customers are higher in number than Life
Insurance and also these customers are familiar about the services provided by the

company. So, this helps to get adequate number of respondents to assess this study.

1.8 Limitations

The study was solely focused on customers of one company, which in turn made it
insufficient for further studies that may focus to generalize about customers of all
insurance companies. Moreover, the study did not incorporated interview, this lessens to

know the view of managers.

1.9 Organization of the Study

This research report is organized in five chapters. Chapter one includes introduction
which in turn contain background of the study, statement of the problem, basic research
questions, objectives of the study, definition of key terms, significance, scope of the
study, limitations and organization of the Study. Chapter two contains all the relevant
literatures to be reviewed with respect to service, service quality and customer

satisfaction. Chapter three explains methodology of the research including different tools



of sampling and sampling design employed and methods of data collection and analysis
used in the research. In Chapter four findings and results of the study are discussed.
Chapter five contains summary of the study, conclusions and possible recommendations
of the study.



CHAPTER TWO

REVIEW OF RELATED LITERATURE

This chapter presents the review of literature related to service quality and customer
satisfaction. The researcher discusses issues on service, service quality and customer
satisfaction and defines relevant concepts and form a conceptual model in order to
enhance the researcher understanding on the topic and provide answers to the research

questions.

2.1 Theoretical Literature

2.1.1 Overview of Customer Service

A service is any activity or benefit that one party can offer to another which is essentially
intangible and does not result in the ownership of anything. The advance economies of
the world are now dominated by services and virtually all companies view services as
critical to retaining their customers today and in the future. Even manufacturing
companies that, in the past, have depend on their physical goods for their existence but
now their come to see and recognize that service provides one of their few sustainable

competitive advantages Zeithaml & Bitner, (2006).

Many developed countries have seen a dramatic increase in the importance of services to
national economies and to the individual consumer. In the major European countries, the
US and Japan, more people are employed in services than in all other sectors of the
economy put together. Both public and private sector services in these countries account
for between 60 and 75 percent of gross domestic output. In international trade, services
make up a quarter of the value of all international trade. In fact, a variety of service

industries — from banking, insurance and communications to transportation, travel and



entertainment — now account for well over 60 per cent of the economy in developed
countries around the world. In some countries, service occupations have been forecast to
contribute to all net job growth in the next five years (Kotler, Wong, Saunders and
Armstrong, 2005).

2.1.2 Service Quality

The definition of quality depends on the role of the people defining it. Most consumers
have a difficult time defining quality, but they know it when they see it. Since quality can
be several things at the same time and may have various meanings, according to the
person, the measures, applied and the context within which it is considered. The difficulty
in defining quality exists regardless of product, and this is true for both manufacturing
and service organizations. There is no single universal definition of quality. Quality is a
totality features and characteristics in a product or service that bear upon its ability to
satisfy needs. Furthermore it is the extent to which the customers or users believe the

product or service surpasses their needs and expectations.

When it comes to Service quality, it is considered an important tool for a firm’s struggle
to differentiate itself from its competitors (Ladhari, 2009). The relevance of service
quality to companies is emphasized especially through the fact that it offers a competitive
advantage to companies that strive to improve and brings customer satisfaction. Service
quality has received a great deal of attention from both academicians and practitioners
(Negi, 2009) and in services marketing literature, service quality is defined as the overall
assessment of a service by the customer (Eshghi et al., 2008). Ghylin et al., (2008) points
out that, by defining service quality, companies will be able to deliver services with
higher quality level presumably resulting in increased customer satisfaction.
Understanding service quality must involve acknowledging the characteristics of service
which are intangibility, heterogeneity and inseparability (Parasuraman et al., 1985;

Ladhari, 2009). In that way, service quality would be easily measured.



In this study, service quality can be defined as the difference between customer’s
expectation for service performance prior to the service encounter and their perception of
the service received. Customer’s expectation serves as a foundation for evaluating service
quality because, quality is high when performance exceeds expectation and quality is low
when performance does not meet their expectation (Asubonteng et al., 1996). Expectation
is viewed in service quality literature as desires or wants of consumer i.e., what they feel
a service provider should offer rather than would offer (Parasuraman et al., 1988). The
customer’s total perception of a service is based on his/her perception of the outcome and
the process; the outcome is either value added or quality and the process is the role

undertaken by the customer (Edvardsson, 1998).

2.1.3 Customer Perception, Expectation and Satisfaction

2.1.3.1 Perception of Service Quality

Perceived service quality has been defined as the consumer’s global attitude or judgment
of the overall excellence or superiority of the service. Perceived service quality results
from comparisons by consumers of expectations with their perceptions of service
delivered by the suppliers. It is argued that the key to ensuring good service quality
perception is in meeting or exceeding what customers expect from the service. Thus, if
perception of the actual service delivered by the supplier falls short of expectation, a gap
is created which should be addressed through strategies that affect the direction either of

expectations or perceptions, or both (Parasuraman et al., 1985).

2.1.3.2 Customer Expectations

Customer expectations are beliefs about a service that serve as standards against which
service performance is judged (Zeithaml et al., 1988). Customer expectations are internal
standards that customers use to judge the quality of a service experience. Customers'
expectations about what constitutes good service vary from one business to another.

Expectations play an important role in the satisfaction formation. The extent to which a product or

10



service fulfills customer’s need and desire may play an important role informing feelings of
satisfaction because of the impact of confirmation or disconfirmation that have on satisfaction.
Consumers expect to be delivered quality products and services; therefore companies try to offer

quality products and services.

2.1.3.3 Different Elements of Customer Expectations

Desired service: - the "wished for" level of service quality that a customer believes can
and should be delivered.

Adequate service: - the minimum level of service that a customer will accept without
being dissatisfied.

Predicted service: - the level of service quality a customer believes a firm will actually
deliver.

Zone of tolerance: - the range within which customers are willing to accept variations in
service delivery. The inherent nature of services makes consistent service delivery
difficult across employees in the same company and even by the same service employee
from one day to another. The extent to which customers are willing to accept this
variation is called the zone of tolerance a performance that falls below the adequate
service level will cause frustration and dissatisfaction, whereas one that exceeds the
desired service level will both please and surprise customers, creating the "customer
delight”. Another way of looking at the zone of tolerance is to think of it as the range of
service within which customers do not pay explicit attention to service performance.
When service falls outside this range, customers will react either positively or negatively
Lovelock and Wright, (1999).

' Explicit and Implicit
Personal Needs +— Service Promises
—_— | Word-of-Mouth J
BEENS Dogired Service [P I Past Experience ‘
Beliefs About : 3 ‘
What Is Possible ! ‘
ZONE ;
OF
Perceived Service | _
Alterations B e
e Adequate Service BEEE ,1 Predicted Service |
Situational Factors

Fig 2.1 Factors That Influence Customer Expectations of Service
(Source: Parasuraman et al., 1993)
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2.1.4 Customer Satisfaction

Customer satisfaction is a term most widely used in the business industry. According to
Kotler (1996), customer satisfaction is the level of a person’s felt state resulting from
Comparing a product’s perceived performance or outcome in violation to his/her own
expectations. So it can be viewed as a comparative behavior between inputs beforehand
and post obtainments. It is a business term explaining about a measurement of the kind of
products and services provided by a company to meet its customer’s expectation. To

some, this may be seen as the company’s key performance indicator (KPI).

Along with Zeithaml (2009), satisfaction or dissatisfaction is a measure or evaluation of a
product or service’s ability to meet a customer’s need or expectations. Razak et al.,
(2007) also reported that overall satisfaction is the outcome of customer’s evaluation of a
set of experiences that are linked with the specific service provider. Satisfaction can be
related to attribute-specific and overall performance. It is attribute specific where it
relates to a specific product or service (Cronin & Taylor, 1992). For instance, with Nib
insurance S.C, satisfaction can be related to a specific attribute such as: Non motor
Insurance /General insurance. Product like:- Comprehensive Insurance, Third Party
Insurance, Marine all risk Insurance, Professional Indemnity, Group personal Insurance,
Money, Fidelity or satisfaction with all service processes among others. On the other
hand, customer satisfaction can be related to the overall performance of a product/service
or the overall performance of an organization’s products/services (Cronin & Taylor,
1992). The present study relates customer satisfaction to the overall performance of
services delivered by organizations like Nib Insurance S.C in order to generalize the

findings for managerial implications.

2.1.4.1 Benefits of Customer Satisfaction Measurement

According to Kotler and Keller (2012) many companies are systematically measuring
how well they treat customers, identifying the factors shaping satisfaction, and changing

operations and marketing as a result. Wise firms measure customer satisfaction regularly,
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because it is one key to customer retention. A highly satisfied customer generally stays
longer, buys more, serves as a reference to others, pays less attention to competing
brands and is less sensitive to price, offers supportive ideas to the company, and costs less
to serve than new customers as a result of the minimal transaction costs. In addition to
these, Kotler and Keller (2012) explained that periodic surveys can track customer
satisfaction directly which in turn will help to measure repurchase intention and the

likelihood of referral potential.

2.1.5 SERVQUAL Model

According to Parasuraman et al., (1985) a set of discrepancy or gaps exists regarding
executive perception of service quality and the task associated with service delivery to
consumers. These gaps can be major hurdles in attempting to deliver a service which
consumers would perceive as being at high quality they analyze this gaps under one

model called the gap model.

2.1.5.1 Gap model

Parasuraman et al., (1985) proposed that service quality is a function of the differences
between expectation and performance along the quality dimensions. They developed a
service quality model based on gap analysis. The various gaps visualized in the model

are:-

Gap 1: Consumer expectation - management perception gap/the position gap/

Service firms may not always understand what features a service must have in order to
meet consumer needs and what levels of performance on those features are needed to
bring deliver high quality service. This results to affecting the way consumers evaluate

service quality.
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Gap 2: Management perception - service quality specification gap /the gap specification

This gap arises when the company identifies the consumers want but the means to deliver
to expectation does not exist. Some factors that affect this gap could be resource
constraints, market conditions and management indifference. These could affect service

quality perception of the consumer.

Gap 3: Service quality specifications — service delivery gap/the delivery gap/

Companies could have guidelines for performing service well and treating consumers
correctly but these do not mean high service quality performance is assured. Employees
play an important role in assuring good service quality perception and their performance
cannot be standardized. This affects the delivery of service which has an impact on the

way consumers perceive service quality.

Gap 4: Service delivery — external communications gap/the communication gap/

External communications can affect not only consumer expectations of service but also
consumer perceptions of the delivered service. Companies can neglect to inform
consumers of special efforts to assure quality that are not visible to them and this could

influence service quality perceptions by consumers.

Gap 5: Expected Service — perceived service gap/the perception gap/

From their study, it showed that the key to ensuring good service quality is meeting or
exceeding what consumers expect from the service and that judgment of high and low
service quality depend on how consumers perceive the actual performance in the context

of what they expected.
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Gaps 1-4 are within the control of an organization and need to be analyzed to determine
the cause and changes to be implemented which can reduce these four gaps emerge from

an executive perspective on a service organization’s design, marketing and delivery of

service.

They, in turn, contribute to another gap, mentioned earlier; gap 5 which is the discrepancy
between customers’ expected services and the perceived service actually delivered. Thus,

this study is mainly focuses on this gap, the difference between customers’ expectations

and percived service quality of Nib insurance S.C.
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2.1.5.2 SERVQUAL

After the gap model, a SERVQUAL model which is a multi-item scale was developed to
assess customer perceptions of service quality in service industries(Parasuraman et al.,
1988). SERVQUAL was created to measure service quality and is based on the view that,
customer’s assessment of service quality is a paramount. It is operationalized in terms of
the relationship between expectations and outcomes. SERVQUAL represents service
quality as the discrepancy between a customer's expectations for a service offering and
the customer's perceptions of the service received, requiring respondents to answer
questions about both their expectations and their perceptions (Parasuraman et al., (1988).
SERVQUAL is a concise multiple item scale with good reliability and validity that
retailers can use to better understand the service expectations and perception of consumer
and, as a result, improve service. The instrument has been designed to be applicable
across a broad spectrum of services (Parasuraman et al., 1988) revealed ten dimensions
viz., tangibles, reliability, responsiveness, competence, courtesy, credibility, security,
communication, understanding, and access in the original model of service quality. But in
the subsequent study of (Parasuraman et al., 1988), these ten dimensions were condensed
into five viz., tangibles, reliability, responsiveness, assurance, and empathy. This led to
the development of a 22-item SERVQUAL scale for measuring service quality.

Even though there is no one universally accepted measurement model of service quality
that is applicable for all types of services, there are two most popular models namely
SERVQUAL and SERVPERF. SERVPERF Cronin and Taylor, (1992) is purely a
Performance based approach to the measurement of service quality. However,
SERVQUAL is the most frequently used model to measure service quality and made to
be used by services organizations or industries to improve service quality (Parasuraman et
al., 1988).

2.1.5.3 Criticisms of SERVQUAL

According to Buttle (1996), notwithstanding its growing popularity and widespread
application, SERVQUAL has been subjected to a number of theoretical and operational

criticisms which are detailed below:
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1. Theoretical:

Paradigmatic objections: SERVQUAL is based on a disconfirmation paradigm rather
than an attitudinal paradigm; and SERVQUAL fails to draw on established economic,
statistical and psychological theory.

Gaps model: There is little evidence that customers assess service quality in terms of

P — E gaps.

Process orientation: SERVQUAL focuses on the process of service delivery, not the

outcomes of the service encounter.

2. Operational:

Expectations: the term expectation is polysomic; consumers use standards other than
expectations to evaluate SQ; and SERVQUAL fails to measure absolute SQ expectations.
Item composition: four or five items cannot capture the variability within each SQ
dimension.

Moments of truth (MOT): customers’ assessments of SQ may vary from MOT to MOT.

Variance extracted: the over SERVQUAL score accounts for a disappointing proportion
of item variances.

Despite of the above drawbacks, there have been several emperical studies of (Stafford et
al., 1998; has confirmed that the applicability of SERVQUAL, of the five dimension
model in insurance industry.As a consequence, the researcher used SERVQUAL
instrument to measure the levels of services provided in NIC by using a SERVQUAL five
dimensions. These suggested a five dimensional structure of perceived service quality are
tangibles, reliability, responsiveness, empathy and security as the instruments for

measuring the service quality.

Tangibles as a Servqual Dimension:-The tangibles involve the firms’
representatives, physical facilities, materials, and equipment as well as communication
materials. Furthermore, physical environmental conditions appeared as a clear evidence
of the care and attention paid for the details offered by the service provider (Ladhari,
2008). More specifically, Magesh, (2010) define the tangibility appearance of physical

facilities, equipment, personnel, and written materials. Finally, in the present research,
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tangibles are the facilities and the banking services offered by the providers of the Arab
bank headquarters as perceived by the specific Arab banking customers. Such tangibles

are measured using 4 items of the tangible dimension of the 22-item SERVQUAL.

Reliability as a Servqual Dimension: - Reliability depends on handling customer
service issues, performs the services right the first time; offers services on time, and
maintain a record of error-free. Moreover, they define reliability as the most significant
factor in conventional service (Aldlaigan, and Buttle, 2002). Reliability also consists of
the right order fulfillment; accurate records; accurate quote; right in the bill; Results are
more accurate than commissions; keep the promise of service. He also mentions that
reliability is the most significant factor in banking services (Kotler, 2008). More
specifically, in a study by (Banumn,2007), SERVQUAL was applied to gather data in
four different companies, including banks, credit card companies, the company's
maintenance services, and long-distance phone company. He found high reliability in all
four of these companies, with the possible exception of some of the values associated
with significant dimensions (Ladhari, 2008). Finally, reliability is defined as the “ability
to perform the promised service dependably and accurately” .In this research, reliability is
the ability of banking service providers at a specific Arab bank to execute the promised
service as perceived by the specific Arab bank headquarters’ banking customers. This is

measured using 5 items of the reliability dimension of the 22-item SERVQUAL.

Responsiveness as a Servqual Dimension:-Responsiveness is defined as "the
willingness to help customers and provide prompt service" (Kanyurhi, 2013).
Furthermore, Johnston (2007) defines responsiveness such as speed and timeliness of
service delivery. This consists of processing speed and service capabilities to respond
promptly to customer service requests, and wait a short and queuing time. More
specifically, responsiveness is defined as the willingness or readiness of employees to
provide services. It contains the timeliness of service (Baumann, 2007). It also contains
understanding the needs and requirements of the customer, easy operation time,
individual attention provided by the staff, attention to the problem and customers' safety
in their dealings (Ladhari, 2008). Finally, in this research, responsiveness is the readiness
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of banking service providers at a specific Arab bank headquarters to provide punctual
services as perceived by a specific Arab bank headquarters’ banking customers. This is

measured using 4 items of the responsiveness dimension of the 22-item SERVQUAL.

Assurance as a Servqual Dimension:-It involves the knowledge and courtesy of
employees and their ability to convey trust and confidence. Thus, assurance includes
competence, courtesy, credibility, and security. More specifically, it is defined by
(Zeithaml, 2009) as the employees’ knowledge and courtesy and the service provider’s
ability to inspire trust and confidence. The trust and confidence may be represented in the
personnel who links the customer to the organization. Security is ensued when the service
becomes safe, and the customer information gets protection. This is measured using 4
items of the assurance dimension of the 22-item SERVQUAL.

Empathy as a Servqual Dimension:-Akroush, (2008) defined empathy as a
caring and individual attention that the firm provides to its clients. It contains giving
individual attention to employees who understand the needs of their customers and
customer facilities during business hours. Furthermore Ladhari, (2008), demonstrates
empathy in their research of private sector banks, provide individual attention and easy
operation time; give personal attention, and understand the specific needs of customers.
Kotler, (2008) suggest that empathy contains approachability, sensitivity, and efforts to
understand customer needs. Also, (Johnston, 2007) defined empathy as the ability to
make customers feel welcome, especially by staff contacts.

Additionally, the SERVQUAL model indicates that satisfaction is related to the size and
direction of disconfirmation of a person’s experience when he/she faces his/her initial
expectations (Magesh, 2010). This study uses 4 items of the empathy dimension of the
22- item SERVQUAL.
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2.2 Empirical Review

2.2.1 Customer Satisfaction in Insurance Industry

Research has shown that the quality of services and the achievement of customer
satisfaction and loyalty are fundamental for the survival of insurers Ravin K.Sharma &
M.R.Basal (2011). Based on this study of comparison on the insurance service quality
aspects of Chinese and Indian customers using service quality model, a high significance
of correlation is found in both countries. These major correlations are the personal
support they receive from employees, rather than the technical innovations they apply
matter very critically. These supports include first rate service, personal recognition and
friendly interactions and a sense of confidence and trust. Although the study focuses on
life insurance product of business, the review emphasizes the results can be used in other
industries of other countries as well. Therefore, these measurements should be
incorporated by modifying necessary changes in service quality aspects in accordance
with the socioeconomic environment of that nation. Hence the need to adapt necessary

changes of service quality studies in the Ethiopian context.

Another empirical evidence on service quality reflects that since SERVQUAL was
developed in western country, it has been suggested that researchers should be sensitive
to cultural differences in examining the dimensionality of service quality in other
countries Ravin K.Sharma & M.R.Basal (2011). In examining of cross cultural
differences between North American and Latin American consumers, (Collart, 2000)
found that the relative importance of service quality dimensions was different between the
two groups. According to (Collart, 2000) claims that customers from different cultures
perceive service quality differently. Further empirical review of literature reveals that a
specific application of the SERVEQUAL model is tailored to the business norm and
model of a given country. A typical study by is the comparative analysis of the insurance
service qualities of Greece and Kenya. More specifically GIQUAL is used as an
instrument in order to measure the service quality of the Greek insurance industry. This
shows that the items must be customized to gauge to the business environment. For
example four additional items were added to evaluate the effect of price, product quality,

and ambiguity of insurance contracts in insurance claims settlement were taken as

20



perceptions of the items in Greek insurance industry which is more prominent features of
the industry. Another assessment of the outcome of the test in the industry shows that
tangibility has no significant impact. This is because their business is heavily dependent
on the agency system, where customers contact the companies through sales agents or

brokers.

In comparison, the Kenyan insurance industry has some roots of influence of culture in
the early years of the British colony. A remarkable analysis of the research design in the
study reveals that the SERVEQUAL metric in investigating service quality in the
respective industries were distinctively different in terms of design and operationalization
EvangelosT.S Mawa, Graham K. (2004). The SERVQUAL metric requires substantial
modification (customization) prior to its application. Considering that only 55% of items
within the two scales used had 19 universal application within the two industries is reason

enough to be wary when applying SERVQUAL.

2.2.2 Customer Satisfaction in Nib Insurance S.C

In this study customer satisfaction is defined in relation to only dimensions connected to
the service quality delivered by Nib Insurance S.C. Satisfaction can be related to
attribute-specific and overall performance. It is attribute specific where it relates to a
specific product or service (Cronin & Taylor, 1992). For instance, with Nib Insurance
S.C, satisfaction can be related to a specific attribute such as: Comprehensive Insurance,
Third Party Insurance, Bond insurance, Marine insurance, or satisfaction with the claim
processes among others. On the other hand, customer satisfaction can be related to the
overall performance of a product/service or the overall performance of an organization’s

products/services (Cronin & Taylor, 1992).

This study relates customer satisfaction to the overall performance of services delivered
by Nib Insurance S.C in order to generalize the findings for managerial implications. Nib
Insurance S.C has a need to develop a customer oriented strategy concerning customer
satisfaction, if it wants to ensure a long term presence in the marketplace. Thus, a service
quality measurement is very crucial for organization in order to track customer

expectations with company performance. Service quality is a measure of how well the
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service level delivered matches customer expectations (Lewis & Booms, 1983).
Delivering quality service means conforming to customer expectations on a consistent

basis.

2.3 Conceptual Frame Work

The general idea from the past literature is that there is a relationship between customer
satisfaction and service quality; also that service quality could be evaluated with the use
of five service quality dimensions and the most useable is the SERVQUAL scale. Thus,
customers in this paper are those who consume the services, satisfaction denotes
customer’s desire to maintain a business relationship with the organization and it is also
the feelings of the customers towards the services provided to them by the organizations;
while customer satisfaction in this study is the pleasures obtained by customers for the
services provided to them by the employees of the organizations. It has been proven that
“perceived service quality is a component of customer satisfaction” (Ziethaml et al.,

2006, p.106-107).

The SERVQUAL model has been proven to be the best model to measure service quality
in service sectors especially with the customer perspective. This idea generates an
assumption that the five dimensions of SERVQUAL model could have a direct
relationship with customer satisfaction. Moreover, most studies confirm that there is a
relationship between service quality and customer satisfaction. For instance, Magesh,
(2010) found a positive relationship between service quality and customer satisfaction.
Similarly, Kotler, & Armstrong, (2010) assured that service quality has a positive effect
on customer satisfaction which means that the higher quality of service attracts more
customers who have bought back the desire and intention to recommend.

Finally, this theoretical framework guiding the evaluation is depicted in figure below,
considering different types of models. Also, this study will investigate independent
variables which can determine service quality namely: tangibles, reliability,
responsiveness, assurance and empathy as well as their impact on level of satisfaction

(dependent variable). Based on the concept this study is designed to determine the impact
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of overall perceived service quality on customer satisfaction and assess if there is a

relationship between service quality dimensions with customer satisfaction.

Tangibility
Reliability

Responsivenes

\\f N
H2

Customer satisfaction

o J

Figure 2.3 Conceptual framework

2.4 Research Hypotheses

In line with the above mentioned research objectives the following hypotheses are
formulated.

H10: Tangeblity does not have a significant and positive relationship with customer
satisfaction.

H1: Tangeblity is significantly and positively related to customer satisfaction

H20: Reliablity does not have a significant and positive relationship with customer
satisfaction.

H2: Reliability is significantly and positively related to customer satisfaction

H30: Responsiveness does not have a significant and positive relationship with customer

satisfaction.
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H3: Responsiveness is significantly and positively related to customer satisfaction

H40: Assurance does not have a significant and positive relationship with customer
satisfaction.

H4: Assurance is significantly and positively related to customer satisfaction.

H50: Empathy does not have a significant and positive relationship with customer
satisfaction.

H5: Empathy is significantly and positively related to customer satisfac
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CHAPTER THREE

RESEARCH DESIGN AND METHODOLOGY

This chapter deals with, the research approach, sample and sampling techniques, source

of data, methods of data collection and data collection instruments.

3.1 Research Design and Approach

There are two basic approaches to research, which are quantitative approach and the
qualitative approach. The quantitative approach involves the generation of data in
quantitative form which can be subjected to rigorous quantitative analysis in a formal and
rigid fashion. Whereas qualitative approach to research is concerned with subjective
assessment of attitudes, opinions and behavior research in such a situation is a function of
researcher’s insights and impressions (Kothari, 2004). Accordingly, this research was
conducted using quantitative approach to understand the causal relationship among the

five dimensions of SERVQUAL on customer satisfaction.

Furthermore, in terms of the purpose it entails to address research could also be classified
as into two. The first one is Descriptive research, which is directed at making careful
observations and detailed documentation of a phenomenon of interest. These observations
must be based on the scientific method. The second approach is Explanatory research,
which seeks explanations of observed phenomena, problems, or behaviors. While
descriptive research examines the what, where, and when of a phenomenon, explanatory
research seeks answers to why and how types of questions. Since this study shall focus on
quantitative method and the research approach chosen are both and descriptive and
explanatory approaches. Firstly, the study is descriptive as it seeks to describe in detail
the state of customer satisfaction and service quality in NIC. Secondly, an explanatory
method is selected since it seek to determine the relationship between the service quality
variable with customer satisfaction and how service quality dimension affect the overall

customer satisfaction in NIC.
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3.2 Population and Sample Size

3.2.1 Population

The target population of this study is focused on the exsiting coorporate customers of
general insurance section. According to the annual reports of marketing and development
department the company has 800 existing corporate clients with a different premium
amounts across all branches.Out of the total population, 680 corporate customer are found
in Addis Ababa these have a high amount of annul premium contribution for the

company.

3.2.2 Sample Size

Participants of the study were different branches of the Company clients of Addis Ababa
who have been insured for more than three years.Since the majority of customers are non-
life insurance section, the study attempted in this area.In addition to this, in order to make
a representative data, the researcher used only those having three years experiance with

the company.The study sample taken by using the formula proposed by Yamane (1967).

Formula
n= N =680
1+ N (e) ? 1+680(0.05)?
=252 (Customers)
Where

n=sample size
e= level of precision, at confidence level (0.05)

N=Population Size
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Using N = 680 in the formula, the resulting sample size (n) is 252 and will be distributed
to the branches customers.Accordingly 252 sample size were selected and questionnaire
were prepared and distributed to the customers at the time of service delivery in random

manner.

3.3 Sampling Techniques

The researcher used a non-probabilistic convenience sampling methods to select the
sample from the available population. The researcher decided to employ convenience
sampling method as it is actually impossible to carry on a probability sampling because
there is no point in time during which all customers are available due to different reasons
and it is not possible to contact everyone who may be sampled. From 252 usable

questionnaires 228 questionnaires were collected from the company customers.

3.4 Data Collection Approach

Both primary and secondary data were used for this study.The primary data collected
through a pre-tested structured questionnaire with five point likert scale and secondary

data collected from company’s websites, published articles etc.

3.5 Data Analysis Methods

The data analyzed with the help of Statistical tools. The data gathered from respondents
was summarized using a descrptive statistic method through table, frequency counts and
percentages. To test the gap between perceived and expected service quality a mean score
and standard deviations were used to offer a condensed data. In addition,correlation
analysis, were used to explore the relationship between service quality dimensions and
customer satisfaction. Where as, a multiple linear regrassion analysis used to find out the
impact of independent variables on the dependent one. The equation of multiple regression

on this study is generally built around two sets of variable, namely dependent variables
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(customer satisfaction) and independent variables (tangibility, reliability, responsiveness,
assurance, and empathy). The basic objective of using regression equation on this study is to
make the researcher more effective at describing, understanding, predicting, and controlling
the stated variables.

Regress customer satisfaction on the service quality dimensions

Yi=p1+ p2X2 + B3 X3 + B 4X4 + B 5X5 + p6X6

Where Y is the dependent variable (customer satisfaction)

X2, X3, X4, X5, and X6 are the explanatory variables (the regresses)

B1 is the intercept term- it gives the mean or average effect on Y of all the variables
excluded from the equation, although its mechanical interpretation is the average value of
Y when the stated independent variables are set equal to zero.

B2, B3, p4, B5, and P6 refers to the coefficient of their respective independent variable
which measures the change in the mean value of Y, per unit change in their respective

independent variables.

3.6 Reliability and Validity

3.6.1 Reliability

Cronbach’s alpha is a tool for assessing reliability scale which normally ranges between 0
and 1.Internal consistency reliability is a measure of consistency between different items
of the same construct. If a multiple-item construct measure is administered to
respondents, the extent to which respondents rate those items in a similar manner is a
reflection of internal consistency. Hence, a multiple—item measurement scale internal
consistency method is used to the study. According to George and Mallery (2003) a
Cronbach’s alpha coefficient greater than 0.9 implies excellent, greater than 0.8 is good,
greater than 0.7 is acceptable, greater than 0.6 is questionable, greater than 0.5 is poor,
and less than 0.5 is unacceptable”.Accordingly, the reliablity test of each dimension will

be described. Accordingly, the reliablity test of each dimension is described here under.
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Table 3.1 Reliability test of each service quality dimension

SERVQUAL Dimensions

Cronbach's Alpha Based on

Standardized Items

Number of Items

Tangibles .646 4
Reliability .564 4
Responsiveness 962 4
Assurance 948 4
Empathy 975 4
Overall statements .816 22

Source: SPSS reliability test

The results above show that Cronbach’s alpha, according to the benchmark discussed

above, it can be concluded that all questions used in the questionnaire reliably assess

customer satisfaction.

3.6.2 Validity

The validiy of scientific study increases using various sources of evidence (Yin, 1994).

The researcher were used a content validity, as it will assess how well a set of scale items

match with the relevant content domain of the construct that it is trying to measure. Thus,

a number of different steps were taken to confirm the validity of the study, as follows:

e Data were collected from those target population respondents who have good

understanding and experiences in using the service of Nib Insurance S.C.

e Survey questions were prepared based on previous empirical research review

and literature review to ensure result validity.

e The participants were asked to give comments on the statements of the

guestionnaires to avoid subjectivity and ambiguity.
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3.7 Ethical Considerations

The study took necessary ethical issues into consideration. When collecting
questionnaires from customers of Nib Insurance S.C, their permission and mutual consent
were asked and the purpose was thoroughly explained. Name of the respondents and
details were not asked to write in order to increase the confidentiality of the information
they gave and also the questionnaire was explained that the purpose of research is for
academic purpose. Finally, the respondents are included based on their willingness. So
this study were conducted in the appropriate and ethical manner taking all ethical issues

into consideration.
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CHAPTER FOUR

DATA ANALYSIS AND INTERPRETATION

This core chapter deals with the discussion and analysis of data collected from NIC
customers. As indicated in the methodology part the study conducted basically using
questionnaires filled by respondents. The researcher totally distributed 252 questionnaires
however, the analysis were done only based 228 (90.5%), 24 questionnaires were omitted

for their errors’.
4.1 Respondents Profile

To find out general background of customers of NIC, respondents were asked in which
business category they belong, for how long they stay in the NIC, and their premium in
birr/annually. The results obtained from the structured questionnaires are represented on

the table below.

Table 4.1Respondets profile

Description responds Response
Frequency (No) Percent (%0)
A. Business Category
Private Limited Company 109 47.8
Share Company 99 43
NGO 3 1.3
Government 18 7.9
Total 228 100
B. Customers Years of Stay in NIC
1- 4 years 97 42.5
4 - 8 years 90 39.5
8 - 11 years 41 18.0
Total 228 100.0
C. Premium in Birr/annually
Below 45,000 114 50.0
45,000 - 245,000 74 32.5
245,000 - 345,000 25 11.0
345,000 - 445,000 10 4.4
above 445,000 5 2.2
Total 228 100.0

Source Questionnaire 2017

31



The above respondents profile revel that, out of 228 total respondents majority of the
respondents accouter for 109 (47.8%) engaged in a private business category, while about
99 (43%) of respondents come from share company, the rest respondents that used NIC
were very few these were represented by 18(7.9%) government and 3(1.3%) NGO
respectively. This indicates that most of the respondents were private limited companies
and the lowest portions of the respondent were covered by non-governmental

organizations.

With related to customers year of stay in Nib insurance S.C, majority of the respondents
were not stay long in the company as a client these were assured by 97(42.3%)
respondents which were found 1 — 4Years and 90 (39.5%) respondents stayed in the
company service 4 — 8 Years, however, about 41(18%) respondents stayed long years in
the company (8 — 11 years).

In relation to respondents premium (the amount paid for the insurance in birr/annually)
indicated as follow, 114 (50%) and 74 (32.5%) respectively indicated that the amount
paid for the insurance in birr/annually was below 45,000 and between the average range
of 45,000 — 245000 respectively. On the other hand, 25 (11%) and 10 (4.4%) of the
respondents respectively indicated their amount of birr paid annually between the average
of 245,000 - 345,000 and 345,000 - 445,000. However, only 5 (2.2%) of the respondents
indicated their highest pay of premium annually which is above 445,000. This shows that,
from the overall sample size the majority of the respondents are those who have been

generating an income the range below 45,000 for the company.

4.2 Customer Expectation and Perception of Service Quality Analyses

Customer expectations are beliefs about a service that serve as standards against which
service performance is judged. What customers think a service provider should offer
rather than what might be on offer. Expectations are formed from a variety of sources
such as the customer’s personal needs and wishes, customer’s personal philosophy about
a particular service, by promises (staff, advertising and other communications), by

implicit. On the other hand, perceived service quality has been defined as the consumer’s
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attitude or judgment of the overall excellence or superiority of the service. Perceived
service quality results from comparisons by consumers of expectations with their
perceptions of service delivered by the suppliers. Based on these in this study the
researcher tried to measure service quality of the study area and its effect on customer
satisfaction by measuring customer’s expectation and their perception using the five
dimension service quality measurements these are tangibles, reliability, responsiveness,

assurance and empathy.

4.2.1 Respondents Expectation and Perception of Service Qualities of

Tangibles

The tangibles involve the firms’ representatives, physical facilities, materials, and
equipment as well as communication materials. Tangible materials have their own impact
in determining customer satisfaction level in insurance as well as banking service. To
study the customer’s expectation and perception of service quality the study made an
attempt to develop a likert type scale questions. The likert scale has five questions and the
customers were asked to reply their response as strongly disagree, disagree, neutral, agree
and strongly agree. The information regarding this has been shown below in table as
follow.

Table 4.2 Respondents expectation and perception of service qualities of tangibles

EXPECTATION PERCEPTION
No |[SD |D NW A SA SD D NW | A SA
QL |- - 14 169 45 11 73 44 100 -
(5%) | (74%) | (20%) (5%) | (32%) | (19%) | (44%)
Q2 |- - 67 120 41 6 23 29 160 10
(29%) | (52%) | (18%) (3%) | (10%) | (13%) | (70%) | (4%)
Q3 | 1(4% |3 10 133 81 12 33 52 131 -
) (1%) | (4%) | (58%) | (36%) (%) | (15%) |(23%) | (57%)
Q4 |- - 8 169 51 25 77 25 84 17
(4%) | (74%) | (22%) (11%) | (34%) | (11%) | (37%) | (8%)

Source: Questionnaires’ 2017
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The above table indicates customer’s expectation and their perception on the provided four
basic measurement questions. The first question addressed to the respondent was, “NIC Offices
have up-to-date equipment”, with related to this question respondents expectation were so high
this were indicated by 169 (74%) respondents agreement, and 45 (20%) of them indicate their
strong agreement, however only 14 (5%) of the respondents said neutral. This was indicating
that, customer expectation with regard to the study area materials to dating are so high. In
contrary to perception of customers was provided by 11 (5%), and 73 (32%) who said strongly
disagree and disagree, this indicates that perception of customers on the materials were low. On
the other hand large number of respondents 100 (42%) still indicate their high expectation fit
with the best performance of the insurance. However, large number of respondents accounted
for 44 (19%) said neutral this may indicate that, respondents still can’t compare the materials

used by the insurance are whether up to date or not.

With regard to a second question forwarded by the survey “’NIC employees are well dressed
and neat in appearance” 120 (52%) and 41 (18%) respondents respectively indicate their
agreement and strong agreement, which implies their expectation were very high, while, 67
(29%) respondents were still neutrals which implies they haven’t whether positive or negative
expectation on the provided question. However, none of respondents were not indicate low and
very low expectation on the provided question. Similarly the survey were measured perception
of respondents based on their expectation accordingly majority of respondents 170 (74%)
(Agree and strongly agree) perceive positively on the performance of the insurance with

regards to employee protocol.

The survey in the third item were provide a tangible measurement question which is ¢’
Physical facilities (like Office Buildings, Brochures, furniture, Insurance policy Documents,
etc.) are visually appealing and convenient’’, accordingly, majority of the respondents
accounted for 133 (58%) and 81 (36%) respectively said agree and strongly agree which
indicate their high expectation of on the provided question. However, when the survey measure
perception of respondents 131 (57%) indicate on the likert scale of agree, which indicate still

their high expectation was not achieve even if the organization perform well.

The fourth question addressed to the respondent was * The physical environment of the office
is clean’’ regarding to this question 169 (74%) and 51 (22%) respectively said agree and
strongly agree which indicate their high expectation, while when we measure actual
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performance of the study still show a little difference. Accordingly, 25 (11%) and 77 (39%)
respectively said strongly disagree and disagree, this disagreement level indicate that customer
expectation on the provided question and the actual performance of the study area were not
similar (high expectation but low actual performance).However, there were also respondents
accounted for 84 (37%) and 17(8%) receive their high expectation and actual performance of

the study area.

All the attributes in this dimension have a low gap score except the attribute of ‘The physical
environment of the office is clean’. Generally, the discussion regarding tangibility dimension
indicates that, even though some of the expectation and actual performance of responds
negatively related, majority of respondents expectation regard to tangibles, such as, appearance
of physical facilities, equipment, personnel and communication materials and NIC employees
are well dressed and neat in appearance are correlated positively. Therefore, it is possible to say

that customer’s satisfaction level is satisfactory regarding to tangible aspect.

Table 4.3 Summary of gap analysis for tangibles

_ Gap
Expectation Perception (P-E)
Dimensions Std.
il Mean | deviation | Mean
N Mean | deviation
NIC_ Offices have up-to-date 298 | 4.13 0.491 302 |0977 -1.11
equipments
NIC employees are well 228 |38 |0680 |363 |0.825 | O
dressed and neat in appearance
Physmgl facilities are very 298 | 4.97 0.647 332 10910 -0.95
appealing & convenient
i i -1.22
The physical environmentof | o0 | 418 | 9473|296 |1.203
the office is clean
Overall tangibility average
mean 228 | 4.11 3.23 -0.88

Source: Questionnaires’ 2017
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4.2.2 Respondents Expectation and Perception of Service Qualities of
Reliability

Reliability is the ability to perform the promised service dependably, accurately and
consistently. Reliability depends on handling customer service issues, performs the
services right the first time, offers services on time, and maintain a record of error-
free. Moreover, reliability is the most significant factor in conventional service. It
also consists of the right order fulfillment; accurate records; accurate quote; right in
the bill; results are more accurate than commissions; keep the promise of service.
Therefore, in premise to this concept this survey were provided related four basic
questions to assess NIC service reliability and customer’s satisfaction comparing

clients expectation and perception or actual performance of the insurance.

Table 4.4 Respondents expectation and perception of service qualities of reliability

EXPECTATION PERCEPTION

No [SD|D [NW | A SA SD D NW | A SA

Q1 [- |- |30 100 98 66 112 31 8 |-
(13%) | (44%) | (43%) | | (29%) | (49%) | (14%) | (8%)

Q2 36 110 80 52 112 43 17 |4
(17%) | (48%) | (35%) | | (23%) | (49%) | (19%) | (8%) | (1.8%)

Q3 9 120 99 41 112 52 17 |6
(4%) | (53%) | (43%) | | (18%) | (49%) | (23%) | (8%) | (3%)

Qs 19 139 70 55 132 28 10 |3

(8%) | (61%) | (31%) | | (24%) | (58%) | (12%) | (4%) | (2%)

Source: Questionnaires’ 2017

As indicated on the above table the survey were tried to assess customers of NIC on the
reliability of the service quality based on client’s expectation and perception related
questions. Accordingly, respondents were forwarded their view on the provided question

as follow:
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With regard to employee activities in solving customers claim the study asked a
question ‘When a customer has a claim/or other problem, NIC employees shows a sincere
interest in solving it” in this regard majority of respondents accounted for 100 (44%) & 98
(43%) respectively said agree and strongly agree, which indicate their high level of
expectation on the company activity regarding to the question. On the other hand,
30(13%) respondents said neutral which indicate they are not sure about their expectation
how to solve claim, however, none of respondents said strongly disagree and disagree still
this indicate customers were not expect the insurance perform claims poorly. In contrary
to respondent’s expectation what respondents were perceived correlated negatively.
Accordingly, about 66 (29%) and 112 (49%) respondents respectively said strongly
disagree and disagree on the provided question, on the other hand 31 (14%) respondents
said neutral i.e. some of the clients specifically who said neutral with regarding to this
question said still their company didn’t got problem so that it was difficult to them to
judge the activities. However, the small proportion of respondents accounted for 18 (8%)
said that, their expectation and actual performance of the study are positively correlated.

Similarly the survey were also assessed customers expectation and perception with
related to the insurance over all reliability to settles claims easily and with no unnecessary
delays, accordingly majority of respondents accounted for 110 (48%) and 80 (35%)
respectively said agree and strongly agree which indicate clients expectation were very
high however, the study indicate the high and positive expectation of respondents
correlated with their perception negatively; this were assured by 66 (29%) and 112
(29%) respondents respectively said strongly disagree and disagree. Therefore, based on
the survey analysis the actual performance of the study insurance in solving claims

without uncertainties and delays still show a gap.

To assess respondents expectation and perception with regard to accuracy the survey
were provided a statement as insurance service providers insists on err free
records, study forward a question “The NIC keeps its records accurately’’ regarding to
this question respondents expectation were very high these were indicated by large
number of respondents such as, 120 (53%) and 99 (43%)who said respectively agree and
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strongly agree, however, even though client expectation were very high but the actual
performance indicated by large number of respondent 41 (18%) & 112 (49% ) who said
disagree and strongly disagree this still show there is a problem in accurate recording
system of the insurance.

Finally, the survey were assess time accuracy of the insurance providing a question “’NIC
performs the service on right time’” accordingly customers expectation were very high
this was indicated by 139 (61%) and 70 (31%) who replied their answer strongly agree
and agree respectively. However, majority of respondents expectation were not fit with
the actual performance in receiving service in the accurate time specifically claims
accordingly large number of respondents accounted for 55 (24%) and 132 (58%)
respectively implied their disagreement and strong disagreement on the insurance service

of on the accurate time.

Thus, according to this study the NIC service reliability, in general, is unsatisfactory,
which means customers were join the insurance company with high expectation of
reliability but the actual performance perceived by the clients were the reverse. This
indicates that majority of the respondents dissatisfied on this service quality dimension,
specifically, claim solving practice, accuracy of time in solving problem, and recording

statements free of err a problems as indicated by the respondents.

Table 4.5 Summary of gap analysis for reliability

Gap

Expectation Perception (P-E)

Dimensions St
Std. Mean deviation Mean
N Mean | deviation

When a customer has a claim/or
other problem, NIC employees |, | 49 | gggg | 201 |0885 | -2.28
shows a sincere interest in
solving it
The NIC settles claims easily and 298 | 4.18 0.696 516 0.922 202
with no unnecessary delays
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The NIC keeps its records 228 | 4.39 | 0.565 2.27 0.932 -2.19
accurately

The NIC performs its service
right the first time

Overall reliability average
mean 4.27 2.11 -2.16

Source: Questionnaires’ 2017

228 | 4.22 | 0.584 2.00 0.812 -2.22

4.2.3 Respondents Expectation and Perception of Service Qualities of
Responsiveness

Responsiveness is the willingness of employee to help customers and provide
prompt service. Furthermore, it is responsiveness such as speed and timeliness of
service delivery. This consists of processing speed and service capabilities to
respond promptly to customer service requests, and wait a short and queuing time.
More specifically, responsiveness is defined as the willingness or readiness of
employees to provide services. Based on the scholar’s definition it can be said that
employee responsiveness can affect customer satisfaction. With regards to this
concept the study were assessed customers of NIC satisfaction based on their
expectation and perception level of service quality through five likert scale
questions similar with the previous dimension discussion.

Table 4.6 Respondents expectation and perception of service qualities of responsiveness

EXPECTATION PERCEPTION
No [SD |[D |NW |A SA SD D NW | A SA
L [- |- 18 126 | 84 53 84 11 72 8
(7.9% | (55%) |(37%) | | (23%) | (37%) | (5%) | (31%) | (3.5%)
)
Q2 14 135 |79 11 41(18 | 23 137 |16
(6%) | (59%) |(35%) | | (5%) |%) | (10%) | (60%) | (7%)
Q3 18 145 |65 26 58 16 113 |15
(8%) | (63%) |(29%) | | (11%) | (25%) | (7%) | (50%) | (7%)
4 [3 |11 |12 150 |52 27 56 30 89 26
(1. | (5% | (5.2% | (66%) | (22%) | | (12%) | (25%) | (13%) | (39%) | (11%)
3 1) )

Source: Questionnaires’ 2017
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To study the customer’s view towards the insurance employee responsiveness the surveys
provide four major questions as indicate in the above table and customers were asked to
reply their response based on the provided likert scale. Based on these below the study
present customers view for the provided each question.

The first question addressed to the respondent was <* NIC employees give you quick
service’” accordingly, respondent customers were indicated their higher expectation level
such as, 126 (55%) and 84 (37%) respondents respectively said agree and strongly agree.
Even though large proportion of respondents accounted for 80(35%) meet their
expectation however, some of the respondents were not meet their high expectation this
were indicated by 53 (23%) and 84 (37%) respondents respectively who said disagree and

strongly disagree.

The survey were forwarded a question “’The NIC employees tell customers exactly
where services will be performed’’ accordingly, respondent customers were replied their
high level of expectation as follow, 135 (59%) and 79 (33%) customer respondents
respectively said agree and strongly agree, while 14 (6%) respondents side neutral means
didn’t expect on the activities whether positively or negatively, similarly respondents
were assessed if they meet their high expectation accordingly 153(67%) respondents were
satisfied by employees activity in informing the exact information or service where

customers are get.

The survey also tried to assess employees responsiveness using the following question ’
Employee in NIC are willing to help clients’” means to assess if employees are helping
customers they need help specifically, in showing how to write, where to write, or sign
and other similar helps. In this regard the sample employee indicate their respective
answer for the provided question accordingly, 145(63%) and 65(29%) respondents
indicated their high level of expectation said agree and strongly agree respectively.
Similarly large number of respondent also assure that their expectation were positively

correlated with the actual performance with the provided question such as 113 (50%) and
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15(7%) respectively said agree and strongly agree on the activity well done in the

company.

Customer satisfaction level and employee responsiveness also assessed by a question that

b

“ Employee in NIC are never too busy to respond customers questions’’ accordingly
majority of the respondents accounted for 150 (66%) and 52 (22%) respectively indicated
their high level of expectation said agree and strongly agree and similarly some of the
respondent also received as their positive expectation such as 115(50%) respondents
replied their agreement, however, 27(12%) and 56(25%) respondents respectively
indicate their level of strongly disagree and disagree which implies their high level of

expectation and actual performance of the company was not similar.

Among the four items used to measure responsiveness the part where “°The NIC
employees tell customers exactly when services will be performed” the one that is
somehow closer to customers expectation in comparison to the other items and the item
that needs most improvement and the one that is contributing highly to the dissatisfaction
of customers is that “NIC employees give you quick service”. Generally, the service
quality dimension measurement discussed on the above table, the result indicates high
level of expectation and relatively receive their expectation on the actual performance of

the organization in responsiveness of employee.
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Table 4.7 Summary of gap analysis for responsiveness

_ Gap
Expectation Perception (P-E)

Dimensions Std.

Std. Mean | deviation | Mean

N Mean | deviation

NIC employees give you

quick service 228 | 4.28 |0.604 2.81 |1.209 -1.47

The NIC employees tell
customers exactly when 228 |4.28 |0.572 3.46 |1.021 -0.82
services will be performed
The NIC employees are
always willing to help you
The NIC employees are
never too busy to respond | 228 | 4.03 | 0.770 3.13 | 1.246 -0.9
to your requests

Over all responsiveness
average mean 228 | 4.19 3.13 -1.06

Source: Questionnaires’ 2017

228 | 4.20 | 0.568 3.14 | 1.206 -1.06

4.2.4 Respondents Expectation and Perception of Service Qualities of

Assurance

Assurance is knowledge and good manners or courtesy of employees. Further, it
the ability of employees with the help of the knowledge possessed to inspire trust
and confidence will strongly strike the level of customer satisfaction. In banking
services provided to the customer, assurance means providing financial assistance
in a polite and friendly manner, ease in accessibility of account details, comfort or
convenience inside the insurance company, a well experienced and professional
management team and will have favorable outcomes on customer satisfaction.
Based on the above concept the study were provided five scale of likerst scale
question like the previous discussion to assess the impact of NIC assurance and

customers level of satisfaction.
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Table 4.8 Respondents expectation and perception of service qualities of assurance

EXPECTATION PERCEPTION
No [SD |D NW A SA SD D NW A SA
Q1 |- - 10 120 |98 36 55 21 99 17
%) | (53%) | (43%) | | (16%) | (24%) | (9%) | (43%) | (8%)
Q2|7 |31 9(4%) | 120 |61 22 52 24 102 |28
(3%) | (14%) (52%) | (27%) | | (10%) | (23%) | (11%) | (45%) | (12%)
Q3 8 (4%) | 140 | 80 13 35 17 116 |47
61%) | (35%) | | (6%) | (15%) | (8%) | (51%) | (21%)
Q4 47 108 |73 51 96 15 51 15
(21%) | (47%) | (32%) | | (22%) | (42%) | (7%) | (22%) | (7%)

Source: Questionnaires’ 2017

To analyses the fourth variable of assurance just like the previous analysis the study
provide four basic questions as indicated in the above table. Respondents were give their
respective answer over the provided questions, by choosing the alternative five type of
likert scale whether strongly agree, agree, neutral or by saying disagree and strongly

disagree.

Based on these the first question forwarded to assess assurance of NIC is that ‘The first
question addressed to the respondent was, “’The NIC employees are trustworthy’’ for
these question 120 (53%) and 98(43%) respondent respectively indicate their agreement
level by said agree and strongly agree respectively, however when respondent indicated
their expectation with the actual performance of what they expect were not similar
accordingly, 36 (16%) and 55 (24%) respondents respectively indicated their
dissatisfaction level said strongly disagree and disagree while about 21 (9%) respondent
said neutral the rest 99 (43%) and 17(8%) respondent respectively indicated their

satisfaction electively said agree and strongly agree.

Similarly respondents were assessed their agreement level on employee activity to create
trust and confidence of the customer, accordingly about 120 (52%) and 61(27%)

indicate their highest level of expectation, respectively implied their agreement and strong
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agreement similarly, 102 (45%) and 28(12%) respondents also assured as they meet their
expectation in the actual service of the company while about 24(11%) respondents are
neutral but the rest 52(23%) and 22(10%) respondents respectively implied their
disagreement and strong disagreement.

Regarding to the employee politeness the survey forward, that employee NIC are polite
accordingly, 116 (51%) and 47( 21%) respondent respectively said agree and strongly

agree which implies employee of the organization are polite.

With related to employees knowledge of the NIC the study were forward a question
Employees have necessary knowledge to response customers’’ accordingly majority of
respondents accounted for 51(22%) and 96(42%) respectively indicated their
disagreement and strong disagreement. These are large number of respondents who
assured employees knowledge in answering every detail questions asked by the customers

are not sufficient.

Interpretation regarding assurance as a dimension, the “The NIC employees have
sufficient knowledge of service information,” attribute has the largest negative gap score
among the attributes in this dimension. Which shows, the staff are not able to answer all
customers’ questions. The other attributes which have a relatively lower value and more
specifically “The behavior of the employees instills confidence in you,” attribute indicates
that, customers are less concerned with the behiviour of employee in instiling confidence

in their minds.
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Table 4.9 Summary of gap analysis for assurance

Gap
Expectation Perception (P-E)
Dimensions Std.
il Mean | deviation | Mean
N Mean | deviation
The NIC employees are 228 | 433 |0603 [302 |1260 |-131
trustworthy
The behavior of the employees | )5 | 585 | 1055  [327 |1218 | -059
instills confidence in you
The NIC employees are 228 |431 |0536 [3.65 |1137 | -0.66
consistently polite
The NIC employees have
sufficient knowledge of service | 228 411 |0.718 248 | 1.243 -1.63
information
Over all assurance average
mean 228|415 3.10 1.04

Source: Questionnaires’ 2017

4.2.5 Respondents Expectation and Perception of Service Qualities of

Empathy

Empathy is providing caring and individualized attention to customers to make them feel

they are receiving caring services and individualized attention. Service empathy

characterizes both the service provider’s willingness and capability to respond to

individual customer desires. Based on the above concept the study were provided five

likerst scale question like the previous discussion to assess the impact of empathy on

customer satisfaction.
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Table 4.10 Respondents expectation and perception of service qualities of empathy

EXPECTATION PERCEPTION

No [SD|D [NW [A SA SD D NW | A SA

T [~ |- |29 139 60 23 49 14 104 38
(13%) | (61%) | (26%) (10%) | (22%) | (6%) | (45%) | (17%)

Q2 22 140 66 29 67 19 106 7
(10%) | (61%) | (29%) (13%) | (29.5%) | (8%) | (46%) | (3%)

Q3 21 147 60 28 65 22 111 2
(9%) | (65%) | (26%) (12%) | (28%) | (10%) | (49%) | (0.9%)

Qs 18 130 80 31 53 18 105 21
(8%) | (57%) | (35%) (13.5%) | (23%) | (8%) | (46%) | (9%)

Source: Questionnaires’ 2017

The first question addressed to the respondent was > NIC has your best interest at heart”’
large number of respondents expectation accounted 139 (61%) and 60 (26%) were
positive and high similarly, 104 (47%) and 38(17%) respondents respectively indicate as
the company performance is also high as expected earlier.

The second question addressed to the respondent was, ’The NIC employees understand
customers' specific need’’ respondents whose expectation and performance of the
organization were not similar, accordingly majority of respondents expectation were very
high these were implied by 140 (61%) and 66 (29%) respondents who side agree and
strongly agree while large number of respondent accounted for 29(13%)and 67(29.5%)
respectively indicated low performance of the study area respectively indicating strongly
disagree and disagree for the question, however, about 106(46%) of respondent still

indicate the insurance regarding to the provided question perform well.

For the question provided ‘’Nib Insurance’s operating /working hours are convenient to
its customers’’ majority of the respondents expectation and perception were similar
amazingly, about 147 (65%) and 60 (26%) respondents respectively indicate their high
and very high level of expectation, similarly they received their perception.
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To assess respondents expectation and perception with regard to last item, study forward
a question “NIC has employees who give customers personal service,”’ regarding to this
question respondents expectation were very high these were indicated by large number of
respondents such as, 130 (57%) and 80 (35%) who said respectively agree and strongly
agree, however, even though client expectation were very high but the actual performance
indicated by large number of respondent 53 (23%) & 31(13.5% ) who said disagree and
strongly disagree this show still there is a problem in providing a good personal service in

the insurance.

Concerning to empathy attribute at NIC ,the insurer appear to be particularly weak in the
attributes ““NIC has employees who give customers personal service” and “The NIC
employees understand customers' specific need’’ indicates the customers are dissatisfied

on this attributes.

Table 4.11 Summary of gap analysis for empathy

Expectation Perception Gap
Dimensions (P-E)
Std.
N Std. Mean deviation | Mean

Mean | deviation

NIC has your best interest at

228 413 0.611 3.37 1.268 -0.76
heart

The NIC employees understand

, o 228 | 4.19 0.591 3.09 1.227 -1.2
customers' specific need

Nib insurance’s operating
/working hours are convenient | 228 | 4.17 0.572 2.97 1.141 -1.10
to its customers

NIC has employees who give

. 228 | 4.27 0.597 3.14 1.261 -1.13
customers personal service

Over all empathy average
mean 4.19 3.14 -1.05

Source: Questionnaires’ 2017
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4.3 Level of Customer Satisfaction in NIC

Customer satisfaction requires full meeting customer expectations of products and
services. When performance matches or exceeds customer expectations for
service, they are satisfied. If not, they are not satisfied. In premises the concept in
this section of the study tried to analyze the relationship between the NIC services
qualities and customers level of satisfaction provided the following survey

guestion and dependent respective are answer presented below in the given table:

Table 4.12 Overall customer satisfaction level

Level of Satisfaction Frequency Valid Percent
Highly Dissatisfied 29 12.7
Dissatisfied 87 38.2
Neutral 21 9.2
Satisfied 80 35.1
Highly satisfied 11 4.8
Total 228 100.0

Source: Questionnaires’ 2017

As it can be seen from the table above 80(35.1%) of the respondents are satisfied, while,
11 (4.8%) of the respondents are very satisfied, 21(9.2%) of respondents chose to remain
neutral, 87 (38.2%) dissatisfied and 29 (12.7%) is very dissatisfied. Therefore even if the
average percentage of respondents are somehow satisfied by the service provided by the
insurance of NIC, 38.2 % and 12.7 % respondents are still dissatisfied and highly
dissatisfied. From these one can infer that the insurance needs to work more to change
this result and highly satisfy its customers for customers are key divers of insurance

performance in today’s environment.
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4.4 Correlation Analysis between Service Quality Dimensions and

Customer Satisfaction

To find out the relationship between service quality dimensions and customer satisfaction,
Pearson’s correlation coefficient (r) which measures the strength and direction of a linear
relationship between two variables is used. Values of Pearson’s correlation coefficient are
always between -1 and +1. A correlation coefficient of +1 indicates that two variables are
perfectly related in a positive sense; a correlation coefficient of -1 indicates that two
variables are perfectly related in a negative sense, and a correlation coefficient of 0
indicates that there is no linear relationship between the two variables. A low correlation
coefficient; 0.1 - 0.29 suggests that the relationship between two items is weak or non-
existent. If r is between 0.3 and 0.49 the relationship is moderate. A high correlation

coefficient i.e. >0.5 indicates a strong relationship between variables.

Table 4.13 the relationship between service quality dimensions and customer

Satisfaction

Dimensions Satisfaction

Tangibility Pearson Correlation -.053
Sig. (2-tailed) 424
N 228

Reliability Pearson Correlation 513"
Sig. (2-tailed) .000
N 228

Responsiveness Pearson Correlation 479"
Sig. (2-tailed) .000
N 228

Assurance Pearson Correlation 416™
Sig. (2-tailed) .000
N 228

Empathy Pearson Correlation 491™
Sig. (2-tailed) .000
N 228

** _Correlation is significant at the 0.01 level (2-tailed).

*-Correlation is significant at the 0.05 level (2-tailed).
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From the result we can see that reliability is highly correlated to satisfaction (r
=0.513) followed by empathy (r =0.491), responsiveness (r =0.479), and assurance
(r =0.416). When we look at the inter correlation between the service quality
dimensions we can see that there is a positive and significant relationship which
implies that a change made in one of the service quality dimension will positively
motivate the other service quality dimension. Thus from this result confirmed that there
IS a positive and significant relationship between service quality dimension and customer
satisfaction between, reliability, empathy, responsiveness and assurance, hence any
improvement in one of the dimensions will positively contribute in enhancing the
customer satisfaction. However, the results also indicate that, there is a negative and
insignificant relationship between tangibility and customer satisfaction (r = -0.53).

4.5 Multiple Regression Analysis

The main aim of the study was to examine the extent service quality dimensions
contribute to determine customer satisfaction. To investigate the relationship between
SERVQUAL dimensions and customer satisfaction, a multiple linear regression model
was applied. By taking each SERVQUAL dimensions as independent variables and
overall Customer satisfaction as a dependent variable. The beta coefficients indicated
that, how and to what extent SERVQUAL dimensions such as tangibles, reliability,
responsiveness, assurance and empathy influence customer’s satisfaction of the company.

Table 4.14 Regress Customer satisfaction on service quality dimensions

Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 347 .286 1.213 226
Tangibility -.092 .063 -.074 -1.464 145
Reliability 394 079 289 4.984 .000
' Responsiveness 242 .064 243 3.763 .000
Assurance 097 .062 102 1.567 118
Empathy 299 .051 315 5.891 .000

Dependent Variable: Satisfaction
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Hypothesis testing is based on standardized coefficients beta and P-value to test whether

the hypotheses are rejected or not.

Hypothesis 1

Hol: Tangibility will not have a positive and significant effect on customer satisfaction.
Ha2: Tangibility will have a positive and significant effect on customer satisfaction.

As shown in the above table, p-value is not significant (p > 0.01), and the beta value of
tangibility was negative (beta = -0.74). Therefore, the researcher fail to reject the null

hypothesis and tangibility has a negative and insignificant effect on customer satisfaction.

Hypothesis 2
Ho2: Reliability will not have a positive and significant effect on customer satisfaction.

Ha2: Reliability will have a positive and significant effect on customer satisfaction.

The results of table 4.8 showed that the standardized coefficient beta and p value of
reliability were positive and significant (beta = 0.289, p < 0.01). Thus, the researcher may
reject the null hypothesis and it is accepted that, reliability has a positive and significant

effect on customer satisfaction.

Hypothesis 3

Ho3: Responsiveness will not have a positive and significant effect on customer
satisfaction.

Ha3: Responsiveness will have a positive and significant effect on customer satisfaction.
The results of table 4.8 showed that the standardized coefficient beta and p value of
responsiveness were positive and significant (beta = 0.243, p < 0.01). Thus, the researcher
may reject the null hypothesis and it is accepted that, reliability has a positive and

significant effect on customer satisfaction

Hypothesis 4
As shown in the above table, p-value is not significant (p > 0.01), and the beta value of
assurance was (beta = 0.102). Therefore, the researcher fail to reject the null hypothesis

and assurance has insignificant effect on customer satisfaction.
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Hypothesis 5

Ho5: Empathy will not have a positive and significant effect on customer satisfaction.

Ha5: Empathy will have a positive and significant effect on customer satisfaction.

Furthermore, table 4.8 also indicates that, the standardized beta and p - value of empathy

were positive (beta = 0.315), and significant at 99% confidence level (P < 0.01). As a

result, the researcher may reject the null hypothesis. So empathy has a positive and

significant effect on customer satisfaction.

Moreover, from the findings of this study, researcher found out that not all of the service

quality dimensions have positive effects on customer satisfaction. Out of the five service

quality dimensions three dimensions (responsiveness, reliability and empathy) have

positive and significant effects on customer satisfaction. On the other hand, tangibility has

a negative and insignificant influence on customer satisfaction. The findings of this study

also indicated that reliability is the most important factor to have positive and significant

effect on customer satisfaction, followed by empathy, responsiveness and assurance.

Table 4.15 Summary of hypothesis results

Hypoth Statement of the hypothesis Method of Result
esis Analysis Accepted/
used Rejected
H10 H10: Tangeblity does not have a significant and | Regression Accepted
positive relationship with customer satisfaction.
H1 H1: Tangeblity is significantly and positively | Regression | Rejected
related to customer satisfaction
H20 H20: Reliablity does not have a significant and | Regression | Rejected
positive relationship with customer satisfaction.
H2 H2: Reliability is significantly and positively | Regression | Accepted
related to customer satisfaction
H30 H30: Responsiveness does not have a significant | Regression | Rejected
and positive relationship  with  customer
satisfaction.
H3 H3: Responsiveness is significantly and positively | Regression | Accepted
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related to customer satisfaction

H40 H40: Assurance does not have a significnt and | Regression | Accepted

positive relationship with customer satisfaction.

H4 H4: Assurance is significantly and positively | Regression | Rejected

related to customer satisfaction.

H50 H50: Empathy does not have a significant and | Regression | Rejected

positive relationship with customer satisfaction.

H5 H5: Empathy is significantly and positively related | Regression | Accepted

to Customer satisfaction

4.6. Discussion of Results

This section discusses the findings of the statistical analysis in relation to the previous

research and literature.

4.6.1. Descriptive Statistics (Mean, and Standard Deviation) and
Correlation Analysis for the Service Quality Dimensions and Customer

Satisfaction

The finding of this study indicates that customers were most satisfied with the tangibility
dimension of service quality. However, customers were less satisfied with reliability,
empathy, assurance and responsiveness dimensions of service quality. The correlation
result show that there is positive and significant relationship between reliability,
assurance, responsiveness and empathy with customer satisfaction however, the results
indicate that, tangibility has a negative and insignificant relationship with customer
satisfaction. The finding further indicates that the highest relationship is found between

reliability and customer satisfaction.
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4.6.2. Regressing Customer Satisfaction on the Service Quality

Dimensions

The result of this study indicates that reliability has a positive and significant effect on
customer satisfaction. The finding of this study also indicates that responsiveness has a
positive and significant effect on customer satisfaction. However, the finding of this study

indicates that tangibility has a negative and insignificant effect on customer satisfaction.

The finding of this study further indicates that empathy has a positive and significant
effect on customer satisfaction. Moreover, the result of this study also indicates that

assurance has an insignificant effect on customer satisfaction.

To sum up, from the findings of this study, researcher found out that not all of the service
quality dimensions have positive effects on customer satisfaction. Out of the five service
quality dimensions three dimensions (responsiveness, reliability, and empathy) have
positive and significant effects on customer satisfaction. On the other hand, tangibility
and have a negative and insignificant effect on customer satisfaction. The results of this
study further indicate that reliability is the most important factor to have a positive and

significant effect on customer satisfaction.
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CHAPTER FIVE

FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary of Findings

The objective of the study was to assess the effects of service quality dimensions on
customer’s satisfaction in NIC. To achieving the major objective of the study the
researcher were collected data using questionnaire from customers of NIC. Accordingly,

the following findings from the analysis is stated hereunder;

Customers expectation regard to tangibility question were high, more or less they were
perceive what they expect. However, customer expectation regard to reliability,

responsiveness, empathy and assurance were not perceived by respondents as they expect.

The results of the descriptive statistical analysis indicated that, customers were
significantly dissatisfied by reliability followed by, responsiveness, empathy and

assurance dimensions of service quality.

The overall satisfaction of clients with the existing service quality results shows that,from
total respondents of NIC,91(39.9%) were comfortable with the service
quality,116(50.9%) dissatisfied and 21(9.2) of the respondent were indifferent about the
current service quality of NIC.

The results of the correlation revealed that except tangibility, the rest independent
variables are positively correlated with each other with the existance of the dependent

variable.
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In overall, the results of the regression revealed that except tangibility and assurance the
rest independent variables (service quality dimensions) are significant with customer

satisfaction at the level p <.05.

Moreover, multiple regressions identify the relative contribution of each variable and
determine the best predictor variables among a set of variables. Reliability has the highest

contribution to customer loyalty among the independents variables (B =.394).

5.2 Conclusions

Based on the analysis of the study in chapter four the following conclusions are stated on

the assessment service quality dimension and customer satisfaction in the case of NIC.

Delivering customer satisfaction is at the heart of every service provider. The most
important aspect of the relationship between service provider and customer is that there is
a disconnect between what customers want and what service providers offer. This is
particularly true in case of services like insurance. This study has been undertaken to
determine the effect of service quality on customer satisfaction and to measure the gap
between the perception and expectation of service quality. The findings of this research
brought answers to the pre-stated research questions. Accordingly, the following

conclusion is forwarded in line with the research questions.

The results indicate that the gap between customer’s perception and expectation are
negative in all service dimensions. Also the research revealed that, the highest gap is seen
in overall perceived quality is from reliablity dimension with a gap score of -2.16, which

contribute the highest gap of all dimensions.

The research result about the level of customer satisfaction reveal that, 39.9% respondent
were satisfied with the service rendered at NIC, where as, 9.2% of them were indifferent
and 50.9% are dissatisfied with the service. Therefore even if some percentage of
respondents are somehow satisfied by the service provided by the insurance of NIC,

majority respondents are highly dissatisfied and dissatisfied. From these one can infer that
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the insurance needs to work more to change this result and highly satisfy its customers
since customers are key divers of insurance performance in today’s environment.
However, since 9.2% of the respondent were neutral, the company should maintain an

assessment on their service expectation.

In relation to relationship between service quality and customer satisfaction the result
revealed that, overall service quality has significantly positive relationship with customer
satisfaction. From the research result we can see that reliability is highly correlated to
satisfaction followed by empathy, responsiveness, and assurance. When we look at the
inter correlation between the service quality dimensions we can see that there is a positive
and significant relationship which implies that a change made in one of the service quality

dimension will positively motivate the other service quality dimension.

In this research, all service quality dimensions except, tangibility and assurance have
significantly contribute in determining customer satisafaction. The findings of this study
also indicated that reliability is the most important factor to have positive and significant

effect on customer satisfaction, followed by empathy and responsiveness.

Generally, the study identified, on many performance indicators (reliability,
responsiveness, assurance and empathy) majority of the respondents responded that they
were very dissatisfied and / expresses their disagreement with service provided by their
organization. This evaluation of respondents indicates that on most performance
indicators, NIC did not meet their expectation. However, some of the respondent agree
that, the company performs positively on the provided service dimensions. In this regards

the company some area achieve good results such as, on the dimension of tangibility.
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5.3 Recommendations

R/
L X4

X/

R/

The results indicate that the gap between customer’s perception and expectation
are negative in all service dimensions. so the insurance company needs to conduct
customer focused researches to clearly understand what kind of service quality
does its customers expects from it and work hard to meet and exceed their
expectations in the future.

Reliability dimension was considered as one of the most important factors
influencing customer satisfaction. However, the customers of NIC were found less
satisfied in this regard. Thus, One way of handling this problem is the employees
of the company should work on keeping their promises when promise to do
something by a certain time, show a sincere interest in solving client problem,
inform users of the time required to perform transaction, and perform service right
the first time and should maintain a strategy to settle claims easliy with
unnesessary delay . Furthermore, the companies should give the policy terms and
condition with easy ,understandable terms and even should be
delivered/interpreted in a local language.

Customer satisfaction is mainly driven by responsiveness items indicating that
performing such as, understanding customers need, kindliness, and helpful
providing customers with the desired skills enabling them to deliver effective
service. That behavior will influence customer satisfaction and enhance
customer’s retention and loyalty. As customer satisfaction will vary with time, the
study recommend that NIC managers would periodically assess the current
satisfaction level and defining the most modifications to be brought to services to
allow it to fulfill the customer’s needs.

Empathy dimension was considered as one of the most important factors
influencing customer satisfaction. However, the customers of the insurance were
found less satisfied in terms of the empathy dimensions. One way of addressing
this could be by treating customer with great respect, giving individual attention to
customers, serving customers based on their specific needs and improving its
branch accessibility and working hours in a way it meets the customer’s need.

The company need to create a good working environment to its employees and

also needs to create a good communication between it front line and back office
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staff because there success depends on one another this good working condition
will enable employees to give individual attention to their customers and help
them understand and serve well their specific needs and also happy employees
yields happy customers.

7
A X4

NIC should strongly work to decentralize its claim service in both service
handling and location which currently is given by the head office only. The
location is inconvenient for customers to come to the head office for claims and
the work load of the staff that arose as a result of centralization has degrade the
effectiveness of the claims service and hence it calls for the decentralization of the

service to all branches to give focused and quality service to customers.

%

» Furthermore, all the five service quality dimension are positively correlated with
each other except tangibility, thus, NIC should see the effects /behaviour of each
dimension to one another while making a strategic decision as each of them are

strongly correlated.

%

» Finally, since it is worthy to affirm that customers are the key for any business
organization’s success, training is required especially for newly engaged workers

on customers caring process.

5.4 Implications for Further Research

As the present research is an attempt to examine the effects of service quality dimension
on customer’s satisfaction in a single firm, at Addis Ababa, therefore additional studies
needed to be under taken to examine customer satisfaction patterns in other regions and
with larger samples. In addition, as employees are important in the area of service quality
it will be a potential issue to research service quality from the employee perspective in the
organization. Further more, as the study use a quantitative research method, it become
bases for future researcher to see the implication of the result in qualitaive or using both
methodologies. Last but not least, future research shall also be conducted by exploring
other service quality dimension which might have a higher potential in determining

customer satisfaction.
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APPENDIXES

Appendix —I English version questionnaire

St. MARY’S UNIVERSITY
SCHOOL OF GRADUATE STUDIES
PROGRAM GENERAL- MBA

A guestionnaire to be filed by customers of Nib Insurance S.C

Dear sir/madam,

This questionnaire is designed to measure the effect of service quality on customer
satisfaction offered by Nib Insurance S.C. The study is part of the requirements for
Master’s degree in Business Administration (MBA). The finding of the study will be used
for academic purpose only. Therefore you are kindly requested to fill all questions
carefully and the information you give will remain strictly confidential. The researcher
would like to thank you in advance for taking the time from your busy schedule to fill this
questionnaire.

N.B [ No need to write your name

_I Put () inside the box or table for an alternative you think is right.

Part I: Background Information

1. In which type of business category do you belong?

"IPrivate Limited Company Government | NGO [ Share
Company

2. For how long are you a customer of the NIC?

~'1-4 Years " 4-8 Years above 8 Years

3. Premium in birr/annually/?
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"IBelow 45,000 1 45,000-245,000
[Jabove 445,000

1 245,000-345,000 1 345,000-445,000

Part I1: SERVQUAL ITEMS (to measure service quality and is based on the view

that, your assessment of service quality is important).

Instructions:-The following sets of statements represent different aspects of service

provided by Nib Insurance S.C. Please indicate the extent of your agreement or

disagreement with each statement by circling in the box corresponding to each question

under both expectation and perception to a number from 1 to 5 that represents your level

of agreement or Disagreement (Where 1 = strongly disagree, 2 = disagree, 3 = neutral,

4 = agree and 5 = strongly agree).The expectation part implies how you anticipate or

realize NIC services should be and the perception is deals with, what you experience after

you use the service of the company. Please make sure that you respond only once to one

question.
DIMENSION EXPECTATION PERCEPTION
1. Tangibles
1.1 | NIC Offices have up-to-date equipment’s 112 13 1415 1213 T4 5

1.2 | NIC employees are well dressed and neatin |1 |2 [3 |4 |5 112 |3 |4 |5
appearance
1.3 | Physical facilities (like Office Buildings, |1 |2 |3 |4 |5 112 |3 |4 |5

Brochures, furniture, Insurance policy
Documents, etc.) are visually appealing and

convenient

1.4 | The physical environment of the officeis|1 |2 [3 |4 |5 112 13 |4 |5
clean
2. Reliability
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2.1

When a customer has a claim/or other
problem, NIC employees shows a sincere

interest in solving it

2.2

The NIC settles claims easily and with no

unnecessary delays

2.3

The NIC keeps its records accurately

2.4

The NIC performs its service right the first

time

3. Responsiveness

3.1

NIC employees give you quick service

3.2

The NIC employees tell customers exactly

when services will be performed

3.3

The NIC employees are always willing to

help you

3.4

The NIC employees are never too busy

to respond to your requests

4. Assurance

4.1

The NIC employees are trustworthy

4.2

The behavior of the employees instills

confidence in you

4.3

The NIC employees are consistently

polite

4.4

The NIC employees have sufficient

knowledge of service information
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5. Empathy

5.1 | NIC has your best interest at heart 112 |3 2 |3 |4
5.2 [The NIC employees understand 112 |3 2 |3 |4
customers' specific need
5.3 | Nib Insurance’s operating /working |1 |2 |3 2 |3 |4
hours are convenient to its customers.
5.4 | NIC has employees who give customers |1 |2 |3 2 |3 |4
personal service

Part 111: OVERALL CUSTOMER SATISFACTION AND SERVICE

QUALITY QUESTIONS

1.1 | Overall, there is good service quality provided by NIC 2 |3 |4
1.2 | Overall, I am satisfied by the service provided by NIC 2 |3 |4
Thank you!!

68




Appendix —Il1 Amharic version of questionnaire
PL-0t TICLP° rnCat:

P&V LS 0t
PhIP(Lh 4T CTorT HIPUCT hEA

O A.7060 28 AHa £0FF 108 aomgd

(&7 AS hivet

eV ameP eHHIEm- N A0 028 LINFT eTLAMDT PATINNT Tt hG PLINGTT
AChd ageAtE AN ATLAC@< favavlEf dU-G AL aPlB AT ATS.L10NNN 10 aomeed:
PILLINNND ATTHE 6U-& NF AT OHYU om@P AL PaAteP TIAML AMLA @17 TAAE
PIIRAT PPET ALIIPAT ADSAU- AAHV® TEEPET M19rF ATSFPAANT ad OFUTS
AN PAU. @@ 1RPT AL AO-t@®« QUTT aPm@P AdPav-At €FLT OAAPE (PLILE
ATPN1G AU~

aoan g,
L agePy ar2 & A EAL.M1I°

Ohtwemet 9CaPTF a-OT hCOP Lo avA\( AL [y LU PPART L&CT

hGA A2 : QaDART P9\ avlE

1. G- &CeF MO L1M7
(] 2Adok: OFOAT 2914 170 [ ao 03P LAV &CoT
] eaoyeltvt [ hhae7? 99v0C

2. A9°7 PV a0t AT 10 R0 T2
[1h1-4 hoot [1h 4-8 havt ] h 8 hovi (AL

3. ha 3P A T0¢0 W& L aomtP vt 10-?
[ h 45,000 N+ ] 45,000-245,000 ] 245,000-345,000 [J 345,000-
445,000 ) h 445,000 nAL

heA vtk PAININT Tt £LF aAhLE

NHY OFF eHHLHGT Alet TICTF 070 A0 078 P99.0m@<7 2LINGTETF  A1d bt
eavp\ndi: et ANNINT AS LT RIACIWT 228 (tavaht hafr87% A&t TIC DG
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ao(\9999+PY 0LYI° AAGPATITNEP (PALEE TICE YT NTLTRE ATET OOt PACHT ARt
£100CPA NA@ NTLLPHNT APT @O AAD- &PC AL fhn: ( 1=0M9® hAheToI9° ©
2=hAANT7I9° T 3= avhhAT 4=hO97990- T 5=0N9° AOeI9TAV-) TINT GFD-: hQNPT AR TPR

A28 <, F aPAf BAaM-iE
aoav}lig’ av(\d.CoAT hmOet A1dadet nanc 2T
RYAC K110t
1. Ten.Qs Ch1\10T avfier,
1.1 | 0 A.70¢710 @ HarG P ava s 8Pt At 112|3 |45 112 |3(4]|5
1.2 | e A70¢20 002 AT LB i |1 (213 |45 112 [3/4]5
PAANNG ACKT AAFo-
1.3 | 070 A70°¢ 10 e028 (LCPTF AG PA1dNt aoher, [ 1 (2 13 |4 ] 5 112 |3(4]|5
APPT A%L7T T, CF -
1.4 | 70 A70¢7T0 107 @0 AT A4 PAININT aehes, |1 (2 |3 |45 112 [3]4]5
0 Adm-
2. TR Lt
21 | 0 A7 7P AT LT FFor tc |1 |23 |45 112 (3415
NTLITIVPED L, TOUFDT ARG I PAFDT G
NP7t LALN
2.2 | T A70¢ 10 k078 PAD-M @<L v 2heAd 1123 |45 112 (3415
2.3 | 70 A7 10 Q7P aolBPFT (T 70PE LLHA 1123 |4]5 112 |3(4]|5
24 [0 A7 e FhhATor At |1 (2 (3 |45 112 |3(4]|5
Navgavs em- 1H, AT
3. A0 awOmt
3.1 | 270 A70¢0 Q7P AT ALINTFFa- My |1 |23 (415 112 |3(4]|5
A0 SN
3.2 | o0 A0 D7P Gt At aE |1 |23 (415 112 (3415
A729047 OFhhA o028 M
3.3 | A0 DA acteF LMEFFoY |1 (213 |45 112 |31]14]5
ATNTG1E GPLET AT LOTET SFo-
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3.4 | P70 A70rS10 078 ST NG FFoT At [ 1 (213 |45 31415
ATLTIAT U-NLHI® H B GFO-
4. (¢4 av-oqavy
4.1 | 70 AT0e10 ne02f AT T CFo- 11213 ]4]ls5 31415
4.2 | 00l A0 ne0P At t Qué NLINGFFo- |1 [2 |3 (45 31415
AL (140 a0 197avy B4 TE6\
4.3 | o0 A0S0 2® AT AP tu-t SFo- |1 (213 |45 31415
4.4 | o0 A0S0 0P AT ATlamet A1t |1 (213 |45 31415
¢ APt AATFO-
5 t+8CLeTT
5.1 | 0 A70¢0 At vALR® PLINPET €art |1 (23 |45 31415
ATLT9AT LA
5.2 | o7 A7re At Attt eLMTEFFor AR |1 (23 |45 31415
GAYF AT D PO P
5.3 | 270 A0 00e- A% ALINGT 9°F 1 11213 |45 31415
5.4 | 70 A70¢70 0078 eLNETT 0 1%L O HFhha [ 1 [2 3 (4[5 31415
P994.60 (LT hivt
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hANTI79° AhP7790
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