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Abstract
The research paper studies the difference between public sector LIC and four banks
led listed private life insurance companies i.e. HDFC Standard Life, SBI Life, ICICI
Pru Life and Max Life Insurance based on the quality dimensions as provided by
Indian customers. It also compares private life insurance companies on the given
parameters. The sample consist current customer of various Life Insurance
companies (both public sector and 4 banks led listed private sector) named LIC,
HDFC Standard Life, SBI Life, ICICI PRU Life and Max Life insurance from different
parts of Mumbai and New Delhi (the capital of India). The researchers considered
respondents who have relation with more than one of the Life insurance companies
for the present study. This helped to understand how a customer perceives the
service quality of one of the studied life insurance companies vis-a-vis another life
insurance company. The results suggest that the public sector LIC is perceived to
provide better service quality as compared to the private life insurance companies,
In addition, even within private sector life insurance companies, customer
perception on overall service quality varied to some extent. LIC showed signif icantly
higher scores on three of the f ive dimensions of SERQUAL (Reliability, Tangibility
and Assurance), an important research tool to measure quality. The empirical
results brought forth the fact that HDFC Standard Life signif icantly differed on
the perceived service quality dimensions from SBI Life. It is a pioneering work on
service quality connecting perceived service quality and brand equity among various
leading life insurance companies.
Keywords: LIC, SERVQUAL, HDFC, Max Life, Standard Life
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INTRODUCTION
The liberalization, privatization and
globalization of Indian economy
resulted in an era of competitive
marketing leading to the radical changes
in the entire spectrum of products and
services. “The service sector limited in
nature and scope, changed into an
aggressive mode appropriating the front
stage touching almost every sphere of
human activity viz. banking, Insurance,
information technology, welfare etc.and
accounted for approximately two thirds
of worldwide GNP right f rom the
beginning of the twenty f irst century”
(Kara etal 2005). Delivering quality
service is considered an essential
strategy for success and survival in
today’s competitive environment.
“Customer service is an integral part of
life insurance organization. It is
necessary to identify the key success
factor in life insurance industry, in terms
of customer satisfaction so as to serve
in the immense competition and
increase the market share.”(Upadhyaya
and Badlani, 2011).
“Service quality, customer satisfaction
and customer value have become the
main concern of both manufacturing
and service organizations in the
increasingly intensif ied competition for
customers in today’s customer-cantered
era” (Wang et al., 2004). The year 2011
brought in the beginning of second
decade for Indian Life Insurance
industry. “The preceding years were
signif icant for the life insurance
industry in India after the opening of the
sector by the Government. During the
period 2000-2008, combined with
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India’s rapid rate of economic growth the
Indian Life Insurance Industry gained
its foothold in the country. Private sector
insurers ventured into the country and
the industry got a taste of market-driven
competition, compared to the time
when insurance business was dominated
by only public sector insurers. The
beginning of this new era in the
development of insurance industry saw
proliferation of new products and
distribution channels which promoted
rapid growth of the industry.” (Sud, 2011)
Service quality is the important aspect
which can give a company equaled
competitive advantage. Service quality
results f rom the comparison of
expectations with performance.
Successful companies add benef its to
their offering by way of surprises and
delighting them. Perceptions of service
quality result from a comparison of
consumer expectations with actual
service performance. SERVQUAL
analysis is an assessment of how well the
service level delivered matches customer
expectations on a consistent basis.
The present research studies the
customers’ perception of service quality
among different life insurance
companies in India. This study is
expected to enable the managers of
leading Indian life insurance companies
to ascertain whether they have
successfully managed to position
themselves differently f rom their
competitors on the basis of quality of
service they provide. The study should
also be able to throw light on the
dimensions of services that can act as
critical differentiating factors.
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According to Parasuraman et al, “the five
dimensions of service quality are
reliability, responsiveness, assurance,
empathy, and tangibility” referred to as
SERVQUAL.
The
SERVQUAL
instrument has been the predominant
method used to measure consumers
perceptions of service quality. It has f ive
generic dimensions or factors and is
considered for the ExpectationPerception gap analysis. It measures the
actual service quality delivered vis a vis
expected service quality.
Factor-1 Reliability.
Reliability is def ined as “the ability to
perform the promised service in a
dependable and accurate manner”. The
service is performed correctly on the
f irst occasion with zero defects,
Factor-2 Tangibility
Tangibles are expressed as physical
evidence of the service, for example, “the
appearance of the physical facilities,
tools and equipments used to provide
the service, the appearance of the
personnel and communication
materials and the presence of other
customers in the service facility”.
Factor 3 – Assurance
Assurance is the knowledge and
politeness of employees and their ability
to inspire trust and conf idence to
perform the service.
Factor 4- Responsiveness
Responsiveness is the readiness and
willingness of employees to help
customers in providing prompt, timely
services with courtesy.

Factor 5- Empathy
The caring, individualized attention to
customers such as personal attention by
staff, understanding the customer’s
specif ic needs, staff courtesy, and
interest in solving the customer
problems,
Review of Literature
A) Dimensions of Service Quality :
The def initions of service quality imply
the identif ication and satisfaction of
customer needs and requirements. “The
service quality can be def ined as the
difference between predicted or
expected service and perceived service.
In the services marketing literature,
service quality has been reported as a
second order construct, being composed
of several f irst-order variables”
(Parasuraman, 1985).Parasuraman et al.
(1985) identif ied ten dimensions of
service quality “e.g. credibility, security,
accessibility,
communication,
understanding the consumer, tangibles,
reliability, responsiveness, competence
and courtesy”. In subsequent research,
however, Parasuraman et al. (1988)
found f ive dimensions of service quality,
namely, “tangibles, reliability,
responsiveness, assurance, and
empathy”, and used these as the basis for
their service quality measurement
instrument,
SERVQUAL
.The
SERVQUAL instrument is based on the
gap model. “The central idea in this
model is that service quality is a function
of the difference scores or gaps between
expectations
and
perceptions
“(Zeitharnl et al., 1990).
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Booms and Bittner (1982) came out with
the seven Ps of service marketing mix.
In addition to the existing four Ps of
marketing mix, the three additional Ps
are: People, who are involved in the
production and consumption of
services, Physical evidence, as tangible
cue for the quality of the service; and
Process, which renders the quality and
eff iciency in the service. These seven
Ps work together to enhance the image
of the brand.
Garvin (1988) developed nine quality
dimensions
which
include:”
performance, features, conformance,
reliability, durability, service, response,
aesthetics, and reputation”. According to
Hedvall and Paltschik (1989), “service
quality has two dimensions- willingness
and ability to serve, and physical and
psychological access”. According to
Carman (1990), “the items used to
measure service quality should reflect
the specif ic service setting under
investigation, and that it is necessary in
this regard to modify some of the items
and add or delete items as required”.
Lehtinen and Lehtinen (1991) again
included
three
components-”
interactive, physical, and corporate
qualities”.
The SERVQUAL, as proposed by
Parasuraman, Berry, and Zeithaml
(1991), is the scale that measures the
actual service quality delivered with
respect to the expected service quality.
The five dimensions measure the quality
of the service as predicted by the
customers and relate to the three
additional Ps of service marketing mix.
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Reeves and Bednar (1994) in their study
concluded that “excellence, value,
conformance to specif ications and
meeting and/or exceeding expectations
is the four dimensions of service quality”.
Asubontenget al. (1996) def ined the
service quality as “the difference
between customer’s expectations for
service performance earlier to the service
encounter and their perceptions of the
service received”. SERVQUAL is as a
correct measurement for service quality.
SERVQUAL has been applied in number
of ways to measure service quality in the
Life insurance industry.
Augustyn and Ho (1998) concluded the
SERVQUAL model was the most useful
tool for def ining customer satisfaction.
Zeithmalet al., (2000) revealed that, due
to the heavy competition, service quality
has become an important tool to
measure the service quality and
recognized as a key factor to popular area
of academic investigation and has been
in maintaining sustainable competitive
advantage and satisfying relationships
with customers.
Kristensenet al. (2001) calculated the
relationship between customer
satisfaction and customer loyalty in the
Danish retailing business using the
European Customer Satisfaction Index.
The model links customer satisfaction
to its drivers “e.g. customer expectation,
perceived company’s image, perceived
quality, and perceived value” and,
customer loyalty.
Gefan (2002) stated that service quality
of a firm is based on how the customers’
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expectations are fulf illed. i.e. what
actually the customers get as a service
should be matched with the expected
service. If the gaps between these are
high, then quality of service is
questioned.
B) Service Quality in the life
Insurance Sector :
Devi (2008) conducted a research
related to customer loyalty. The
objectives of the study are identifying
customer loyalty variables and to f ind
how the variables contribute to the
formation of loyal customers. The factor
analysis
identif ied
customer
satisfaction, meeting customer needs,
and customer conf idence as the three
main customer loyalty factors.
Senthilet al., (2009) concluded in their
article, “Critical success factors of agents
in Life Insurance Services” that agents
are the real success of Life Insurance
products. The study focused on the
identif ication of critical success factors
of the agents, the impact of factors on
their performance,
and
the
discriminated success factors among the
agents of public and private sector
players. The study concluded that the
important critical success factors of
agents are service diversity, service
quality, trust, communication, and
customization. All the abovementioned factors have a significant and
positive impact on their performance.
The important discriminated factors
among the agents of public and private
players are the customization and
service quality. The agents of public
players are far better in the above factors

compared to their counterparts (i.e.
agents of private sector players).
Siddiqui (2010 ) using conf irmatory
f actor analysis proposes a six
dimensional service quality instruments
consisting of ‘assurance’, ‘personalized
f inancial planning’, ‘competence’,
‘corporate image’,’ tangibles’ and
‘technology’ in life insurance. The
proposed framework attempts to satisfy
customers through quality services.
Anjor et al (2014) evaluated the impact
of service quality and customer
satisf action by using model of
SERVQUAL with f ive dimensions
(Parsuraman et al 1988) from the f ive
cities of Uttar Pradesh and concluded
that “the expectations are higher than
perception in terms of service quality in
insurance sector”.
Need for Research
Although service quality structure is
found rich in empirical studies on
different service sectors, study on service
quality in life insurance services in India
is not adequately investigated. The
literature is characterized by no studies
on the link between service quality and
customer satisfaction amongst life
insurance companies. The researcher
attempts to study the perception about
the service quality of selected life
insurance companies in India. The
researcher considered respondents who
have relations with more than one life
insurance companies under study. This
helped the researcher to understand
how a customer perceived the service
quality of one of the studied life
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insurance companies vis-à-vis another
life insurance company.
If there is a gap between customer
expectations and what is actually
delivered refers to Service quality. To
ascertain the service quality of a
company SERVQUAL model is
employed. This has been applied
extensively in many studies to assess
companies’ capacity to deliver quality
services.
The researcher notes few articles that
tried to study the perception among
customers about the services provided
by Indian life insurance companies
based on SERVQUAL dimensions over
the past few years.
This is the reason why there is not
enough conclusive empirical evidence
on the relation between these two
variables. Therefore, the present study
on the relation connecting perceived
quality and brand equity, applied to life
insurance companies emerges to be
extremely pertinent.
RESEARCH OBJECTIVE
The researcher attempts to study the
perceptions about the service quality of
selected Life Insurance companies in
India. In this regard, it must be kept in
mind that major Life Insurance
Company in India can be broadly
categorized into public sector LIC; four
bank led listed private life insurance
companies i.e. HDFC STANDARD
LIFE,SBI LIFE,ICICI PRU LIFE and MAX
LIFE INSURANCE, which represent the
private sector LIFE INSURANCE
COMPANIES.. It is observed that
compared to the listed private sector

171

insurance companies, the public sector
LICis bigger in business volume and is
also more popular. Given this reality, the
researcher has developed the following
hypotheses to examine the perception
of service quality among customers of
public sector LIC and the listed private
sector life insurance companies:
H1: The life insurance companies (public
sector and private sector) considered
in the research are perceived to be
similar by their consumers with
respect to overall service quality.
H2: The life insurance companies
(public sector and private sector)
considered in the research are
perceived to be similar by their
consumers with respect to each of the
SERVQUAL dimensions of the
service quality.
The researcher also checks for the
similarity in perception regarding the
overall service quality among
customers of life insurance
companies within private sector . This
leads to the following hypotheses:
H3: The listed private sector life
insurance companies are perceived to
be similar by the customers with
respect to overall service quality.
H4: The listed private sector life
insurance companies are perceived to
be similar by the customers with
respect to each of the SERVQUAL
dimensions of the service quality.
RESEARCH METHODOLOGY
The data was collected by using a
structured questionnaire. Besides
eliciting information on their life
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insurance policies; the period of their
relationship; and a few demographic
variables like age, education, and annual
income, the respondents were asked to
distribute 100 points among the f ive
SERVQUAL dimensions (reliability,
tangibility, assurance, responsiveness,
and empathy) based upon the
importance they would give to each one
of them as an indicator of the overall
service quality, which they ideally expect
a life insurance company to provide.
Subsequently, the respondents were
asked to rate the performance of five life
insurance companies on the same
dimensions on a 7-point scale (1- very
slight possibility, totally dissatisf ied: 7Certain, Practically certain, totally
satisf ied).
The Life insurance companies chosen by
the researcher for the study were
considered to be most representative
Life insurance company in India. The
public sector LIC is bigger in business
volume and is also more popular. Life
insurance companies chosen from
private sector are four bank led listed life
insurance companies which are the top
4 companies and contributing more
than 60% share amongst private life
Insurance Company’s total First Year
premium income. These were HDFC
Standard life Insurance,
ICICI
Prudential Life Insurance, Max Life
Insurance and SBI Life Insurance
Company Limited.
The final scores that were considered for
evaluation were the weighted scores:
(out of 100) that was allocated to a
particular dimension as per its
importance to the respondent and the

score (between 1 to 7) that the
respondent had allocated on the same
dimension of SERVQUAL for a give n
Life Insurance Company with which it
had an existing relationship. For
example respondent may allocate 20
points to the SERVQUAL dimension of
tangibility and may rate LIC a 7 on the
given dimension of tangibility then the
score considered for evaluating the
respondent’s response is 140 (20*7). The
overall score on the service qualities
comprised of summation of the
weighted score on all the SERVQUAL
dimensions.
The sample consisted of current
customer of various Life Insurance
companies (both public sector and 4
banks led listed private sector) named
LIC,HDFC Standard Life,SBI Life, ICICI
PRU Life and Max Life insurance from
different parts of Mumbai( the f inancial
capital of India) and New Delhi (the
capital of India). The sampling
methodology followed was convenience
and judgmental. The respondents were
customers of public sector LIC and/ or
bank led listed private sector life
insurance companies. Total number of
respondents segregated on the basis of
life insurance companies and sectors are
shown in Table I. The researcher
considered respondents who have
relation with more than one of the Life
insurance companies under study. This
enabled the researcher to understand
how a customer perceived the service
quality of one of the studied Life
insurance companies vis-a-vis another
life insurance company that is also
considered for the study.

Customer perception of service based on Servqual Dimensions: A Study of ...

173

Table 1 : Total number of responses segregated on the basis of Life
Insurance Companies and sector.

ANALYSIS AND FINDINGS
The mean score on the SERVQUAL
dimensions suggest that public sector
LIC scoresare higher than bank led

listed private life insurance companies
in overall perception of services and also
in all individual dimensions (refer to
Table 2).

Table 2 : Mean scores of the Life Insurance Companies on the SERVQUAL
dimensions as well as Mean overall score based on customer perception
of service quality provided
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To test for H1,the researcher ran an
individual sample ttests between the
overall score for service quality for public

sector LIC vis-à-vis the four bank led
listed private Life insurance companies
(refer to Table no 3).

Table 3 : Independent sample t –test comparing overall service Quality
Rating between public sector life insurance company and bank led listed
private sector life insurance companies

From Table no 3, it is evident that
according to my sample of
respondentsthe overall perception of
service quality provided by the public
sector LIC was signif icantly higher than
the service quality provided by the bank
led listed private life insurance
companies. Hence H1 is rejected.
In order to test whether the life
insurance companies (public sector and

bank led listed private sector)
considered in the research were
perceived to be similar by their
customers with respect to each of the
SERVQUAL dimensions of the service
quality (H2), the researcher ran
independent samples t tests. The results
of the same are given in Table 4.

Customer perception of service based on Servqual Dimensions: A Study of ...
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Table 4 : Independent sample t –test comparing SERVQUAL dimensions
between public sector life insurance company and Bank led listed private
sector life insurance companies

From the results given in Table 4, it may dimension than bank led listed private
be inferred that customers perceived the life insurance companies.
service quality of public sector LIC and
To test if the listed private sector life
the bank led listed private sector life
insurance companies are perceived to be
insurance companies to be different.
similar by the customer with respect to
Among the f ive SERVQUAL dimensions
overall service quality (H3), multiple
studied, the respondents perceived that
comparisons was done by Turkey HSD
the public sector LIC is signif icantly
and LSD methods which are presented
better on reliability and assurance (at á
in Table 5 and Table 6.
= 0.01) and responsiveness (at á = 0.1)
Table 5 : Multiple comparison comparing overall service quality rating
among bank led listed private sector life insurance companies.
POST HOC TESTS
Tukey HSD
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1. HDFC STD LIFE, 2. ICICI PRUDENTIAL, 3. MAX LIFE, 4. SBI LIFE
Table 6 : Multiple comparison comparing overall service quality rating
among bank led listed private sector life insurance companies.
POST HOC TESTS (LSD)

1. HDFC STD LIFE, 2. ICICI PRUDENTIAL, 3. MAX LIFE, 4. SBI LIFE
The researcher further ran independent
sample ttest comparing overall service
quality rating among listed private

sector life insurance companies. The
result of the same is given in Table 7.
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Table 7 : Independent sample t-test comparing overall service quality
rating among bank led listed private sector life insurance companies.

From Table 5 and 6 it is inferred that
HDFC Standard Life signif icantly
differed on the perceived overall service
quality dimension f rom SBI Life
according to respondents of my study.
When further analysis was conducted
using independent sample t-test it was
found that the respondents perceived
HDFC Standard life to provide
significantly lower overall service quality

than SBI Life (at á= 0.05). Hence H3 is
partially rejected.

Finally to ascertain if the listed private
sector life insurance companies are
perceived to be similar by the customers
with respect to each of the SERVQUAL
dimensions of the service quality (H4),
multiple comparison was done by
Turkey HSD method on the data. The
results of the same are given in Table 8.
Table 8 : Multiplecomparison using Tukey HSD comparing SERVQUAL
dimensions among bank led listed private Life Insurance Companies.

1. HDFC STD LIFE, 2. ICICI PRUDENTIAL, 3. MAX LIFE, 4. SBI LIFE
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Interestingly, according to the
respondents, there was no signif icant
difference among the bank led listed
private life insurance companies on any
of the f ive SERVQUAL dimensions.
These results supported H4.
CONCLUSION AND DISCUSSION
Despite the efforts taken by the bank led
listed private insurance companies in
generating a distinct brand identity for
themselves, they have so far failed in
effectively achieving it. There might be
a pertinent gap between the brand
identity promoted by the private life
insurance companies and the brand
image perceived by their customers.
This is similar to the study conducted
by O’Loughlin and Szmigin (2007) on
the banking sector in Ireland where the
private banks are facing the difficulty in
creation
of
cohesive
brand
communication as acceptable to the
customers of Ireland.
The perception of overall service quality
varies between life insurance companies
in public sector and bank led listed
private life insurance companies, with
the former category scoring better
results on the given parameter than the
latter category. In addition, even within
private sector, customer perception on
overall service quality varied to some
extent.
As compared to the scores of private
sector life insurance companies, the
public sector LIC showed signif icantly
higher scores on three of the f ive
dimensions of SERVQUAL (reliability,
tangibility and assurance) . The
empirical results brought forth the fact

that HDFC Standard life signif icantly
differed on the perceived overall service
quality dimensions from SBI Life.
It was also observed from the mean score
of service quality that in the customer perception of brand image of the private
sector life insurers vis-à-vis public sector
LIC, the customers perceived the private
sector insurers in a similar manner or as
same, whereas, the LIC as different or
distinct. The reliability and assurance
factors, where LIC scores signif icantly
better than the rest might have
contributed to formation of such
perception on part of the customer.
MANAGERIAL IMPLICATION
In spite of great improvement among
the bank led listed private life insurance
companies over the last decade, they are
still perceived to provide a lower level of
service quality as compared to the public
sector LIC. This image gap is on overall
service quality parameters i.e. three of
the f ive dimensions of SERVQUAL
(reliability, tangibility and assurance).
Such image gap of private life insurance
companies requires an urgent attention
from their top management.
Dynamic & continuous steps should be
taken at the earliest to address the
problem at the earliest. Even after taking
such enlightened steps, if the relative
customer satisf action remains
signif icantly low as compared to public
sector LIC, it is recommended that
private sector life insurance companies
should try to create a value
conformance. It would enable the
private life insurance companies to
generate direct positive effects like
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customer’s trust, commitment and
loyalty toward the company, even in the
absence of customer satisfaction {Zhang
&Bloemer (2008)}
Customers perceive the services
provided by the public sector LIC to be
superior to that of the bank led listed
private life insurance companies.
However, the Managers of the public
sector LIC should not lull themselves
into comfort thinking that they are
better than their competitors. LIC
should try differentiating its services
from the rest and more importantly, it
should ensure that the customer
perceives its services different and better
not only from life insurance companies
from the other sector but also from
similar type of f inancial services. The
service quality must be customercentric, in line with its advertisement of
LIC “Jab LIC ka ho saath, to f iqr ki kya
hai baat” (When you are with LIC, you
need not worry for anything).
The empirical results brought forth an
interesting insight for the Manager of a
public sector LIC- that it is critical for
them to focus on responsiveness and
empathy dimension of service quality.It
is important to be understood that
service quality is the sum total of all the
dimensions and thus emphasis must be
put wherein LIC lags, as per data analysis
provided in the survey. In layman’s term,
the behaviour and response of the LIC
staff should instil conf idence and trust
among the customers. This, in turn,
would positively affect the perception of
service quality of LIC and would result
in positive image for the public sector
LIC. The SERVQUAL dimensions have
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to be integrated and managed in totality
to maintain and increase the positive
image of LIC.
As consumer’s purchase intension is
related to perceived value of product, it
is important for managers to work
towards the creation of perceived value
for their product in market. Managers
can create perceived value for their
products in different way. They can
highlight the quality of their product on
higher level over the competitors. This
helps consumers to differentiate product
and leads to creation of superior value.
Managers need to work on focus on
promoting the quality of their product,
which would create superior perception
about the products quality and it will
leads to superior perceived value.
Regarding the brand positioning and
brand image, we f ind that there is a gap
between the corporate strategy & the
actual consumer’s perception. On
studying the brand communication of
the private life insurance companies
under study, focus on life insurance is
missing.
For example, HDFC Standard Life’s
slogan/tagline is “Sar uthake jiyo” (Live
with pride), similarly ICIC Pru’s slogan/
tagline is “Financial prosperity & peace
of mind”. Even Max Life says “Karo jyada
ka Irada”(You intent for much). SBI
Life’s slogan/tagline reads “With us, you
are sure”.
All these taglines don’t convey any
message of life insurance or need for
insurance. There is a mismatch in
Tagline and actual services provided to
the customers.
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THEORETICAL CONTRIBUTION
AND LIMITATIONS
The present research suggested that
customer perception of service for
public sector LIC is better than four
bank led listed private life insurance
companies. Factors like, quality and
perceived value relationship is widely
studied in previous research. It will be
interesting further to understand
relationship between perceived quality
and perceived value. Behavioral price
and monetary price are key indicator
to create value in consumer mind and
establish value for money.
The limitations of this study may be its
size (568 respondents), which covers
samples from the metropolitan cities of
Mumbai and New Delhi. In order to
generalise this study, more elaborate
testing on a broader base is required.
Secondly, the researcher chose most of
the respondents who were in
relationship with more than one life
insurance company. In the case where
the respondents had a relationship with
only one life insurance company under
the study, the perception ratings could
have been different, as the respondent
would not have a competitive frame of
reference.
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