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ABSTRACT

This study examined the Effect of Motor Insurance Service Quality on Customers Satisfaction in:
The case of Ethiopian Insurance Corporation; North Addis District. To meet the objective this
study used explanatory and descriptive research designs. In addition, qualitative and
quantitative research approach was adopted. Questionnaire was the primary data gathering
tool for this study, sample of 312 respondents (clients of the company who were motor insurance
policy holders) and interview of eic Directors and two middle managers. the above samples,
questionnaires were distributed to pertinent respondents. The collected data were analyzed
descriptively (frequency, percentage, mean and standard deviation) and inferentially
(correlation and regression analysis) processed through statistical package for social science
(SPSS) version 20. The study examined between Motor Insurance Service Quality dimensions
(tangibility, assurance, responsiveness, reliability and empathy) and customer satisfaction. The
research finding indicate that except responsiveness all others motor insurance service quality
dimensions (tangibility, assurance, reliability and empathy) have statistically positive effect on
customer satisfaction. This is confirmed by both regression and correlation result. According
to regression result, reliability had greeter effect customer satisfaction in North District of motor
insurance provision. Indeed, reliability and assurance have statistically moderate and positive
significant effect on customer satisfaction. Moreover, empathy and tangibility have statistically
significant positive effects on customer satisfaction. However, tangibility has insignificant effects
on customer satisfaction. On the other hand, responsiveness has statistically negative significant
effect on customer satisfaction with the value of f= -0.232. These results are agreed with the
correlation finding. On the other hand, open-ended questionnaires and interview finding; the
claim handling and service provisions of the insurances was relatively improved and attract
customers. However, absence of timely responses/ services and crane, poor systems and its
service provision, absence of modern technology (crane) and promises and action gap were the
other challenge and reducing factor for customer’s satisfaction in North District. Based on the
findings of study, researcher recommend that, except responsiveness the increments of all others
motor insurance service quality dimensions have positive effect on customers satisfaction
Further, the researcher recommend that, to enhance customer satisfaction all responsible
bodies or service providers are required to cooperate and establish smart systems and provide
quality services timely. Key words: - customers, customers satisfactions, motor insurance, service

guality.
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CHAPTER ONE

Introduction
This chapter gives introductory information about the study, more specifically background of the
study associated with insurance service and customer’s satisfactions emphasizing on motor
insurance. The chapter also brings out statement of the problem and research gap related to study
area and also it contains, objective of the study, research questions related to its objective, scope,
significance and limitation of the study.

1.1 Background of the Study

In existed world, risks and uncertainty are unavoidable and it occurred in the day to day lives of
the human being. However, by using sophisticated and scientific risk management systems
reduced the severity or magnitude of its damage. For sure, risks and uncertainty occurrence
influence individual life, societies, commerce, industry or business in generals. To struggle such
problems global society launched various talking mechanisms to reduced or alleviate risks that are
faced day to day’s activities of human life. Among that insurance industry plays an important role
to ensuring the stability of financial system and helping to manage risk in socio-economic
activities of the country. Even though, world insurance coverage and its type, insurance company
strength (financial, and all over all strength), service quality and insured awareness varies across
the world. As it can be seen scholars views regarding with insurance practices, insurance is a
technique, which provides for collection of small amounts of premium from many individual and
firms out of which losses suffered by few are reimbursed. In this method the individual insured,
which is exposed to a large but uncertain loss, is able to buy protection through the payment of a
small but definite cost viz. the premium. Further, insurance company transfer risk of individual
entitles to an insurer, who agrees for a consideration (called the premium) to assume to a specified

extent losses suffered by the insured (Zewdu A., 2013). .

In developing countries, insurance coverage and service quality are somehow poor due to weak
economy and unstable financial system. However, insurance are a crucial effect in the socio-
economic affairs of the country as well as an individual life and business by using financial

protection reducing risks on time.

Like others country, Ethiopia faced different risks in their history hence to reducing those risks

various measures should be taken in time and space. Among those the emerging and provision of

1



insurance services was mentioned. In Ethiopian history, modern insurance service introduced in
1905 when the Bank of Abyssinia began to underwrite of fire and marine insurance policies as an
agent to a foreign insurance company (Zeleke, 2007). Through time, insurance business realizing
and the numbers of insurance company reached thirteen in 1972. The military government, under
proclamation No. 281/1970 nationalized all 13 insurance companies operating in the country. In
relation to this, Ethiopian Insurance Corporation (EIC) was established in 1976, under
proclamation N0.68/1975 with a paid-up capital of 11 million Birr. The assets, liabilities, rights
and obligations of the nationalized private insurance companies were transferred to the EIC and
also it operates as a sole public insurance organization until 1994 (Getensh, 2007).

The current form EIC was re-established under proclamation No: 25/1992 with a capital of 61
million Birr. According to Yosef Belay (2018), EIC had 76 direct branch outlets throughout the
country and 600 sales agents to offer life, property, and liability insurance services. EIC worked to
become a leader in the insurance business. To this effect EIC hold large number of corporate
clients and insurance professionals, by using them providing an efficient and reliable insurance
service and reduced both life and non-life risks. Specifically, motor insurance facilitating to build
sound financial systems and protect business, individual’s life or insured and insurer from
economic and related risks with legal procedures (Zeleke, 2007). As a result this study is

emphasizing on motor insurance practice of Ethiopian Insurance Corporation.

In general, Ethiopian insurance are somehow far behind and the service has its limitations. Despite
the fact that, motor insurance is the major business line and, probably, contributing to more than
one-third of the total premium collected per year in general (Zewdu A., 2013). The number of
deaths and injuries occurred due to motor accidents is very high even though different causes have
their own contributions for the accidents, such as the quality of infrastructures, the quality and
behaviors of traffic polices and others (Disdal, 1980). Ethiopia has been reported to have the worst
motor accident records in the world and also large number of vehicles are destroyed and damaged
accidentally every year. Damage and destruction of property, loss of life are almost certain to
happen and become bad news to listen very frequently; hence motor insurance implementation

very important to reduced those risks (Birritu, 2004)

Motor insurances was contract by which the insurer assumes the risk of any loss of the owner or
operator of any motor vehicle may incur through damage to property or persons as the result of an

accident or a peril. As a result of risk and legal principles variations motor insurance practice
2



coverage varies across them. In Ethiopian insurance corporation, there are three types of motors
insurance such as third party(covered bodily injury and property damage), third party fire and
theft cover and compressive insurance or covered all risks (Abdul and K. Srinivasa, 2017)

The main purpose of motor insurance is financial protection that is to provide to the insured with
financial compensation amounting to the sum assured if the insured faces accidents while the
policy is in force. Moreover, it maintains the insured economical and financial condition, when
risk or accidents are happened. As a result, the modern society has insurance for its life and

properties and insurance industries exist when it has customers.

Customers are those who buy the goods and services provided by the company. However, the
creation of satisfying customers is a core business challenge which has attracted considerable
research attention. Customer satisfaction measures how well a company’s products or services
meet or exceed customer expectations. These expectations often reflect many aspects of the
company’s business activities including the actual product, service, company, and how the
company operates in a global environment. Customer satisfaction issues included or assessed the
overall psychological evaluation of customer’ life, time of a product and service experience of
companies (Smith and Clarke, 2007).

On the others hand; claims, claims handling, service quality and customers satisfactions are
another’s important issue in the implementations of insurance policies. A claim is a request to be
reimbursed / compensated filed by the insured to the insurer. Claims handling is emphasis upon
claim review, claims investigation and claim negotiation, but excluding risk management issues.

The claims process is the defining moment in a non-life insurance customer relationship that
includes motor insurance. In relation to this, retain and grow market share and improve customer
acquisition and retention rates, insurers are focused on enhancing customers’ claims experience.
To maintain market share and profitability of insurance new and more effective claims

management practices used (OECD, 2004).

To this effect, the insurance company’s main asset customers is maintain , the customers should
get good value in order to buy insurance repeatedly and to attract new customers by telling or
positive mouth advertising. However, these tasks are very challenging and needs synergy to met
intended goals and maintaining customers. This problems is various across country’s development

levels and capacity of insurance company.



Therefore, the study examines the effects motor insurance claims management services quality on
customer satisfaction, emphasizing on North Addis districts of EIC. To achieve this, the researcher
will use both qualitative and quantitative approaches.

1.2. Background of the organization

During military government, all foreign 13 insurance companies were nationalized and operating
as EIC. It was established in 1976, with a paid-up capital of 11 million Birr. The assets, liabilities,
rights and obligations of the nationalized private insurance companies were transferred to the EIC.
The current form EIC was re-established under public enterprise proclamation No: 25/1992 with a
capital of 61 million Birr and until 1994 EIC operated as a sole insurance organization in Ethiopia
(Getensh, 2007). As a result of liberalization after1994 many private insurance company open and
provide services. In 2012/2013 fiscal years, Ethiopia had one public enterprise (EIC) and 16
private insurance companies are operating insurance as business. According to Yosef (2018), EIC
had 76 direct branch outlets throughout the country and 600 sales agents to offer life, property, and
liability insurance services. EIC is leader in the insurance business, hold large number of

corporate clients and insurance professionals.

Recently, EIC had one division, two supporting services and six regional/functional main branches
(District 1) in the capital city and also one hundred branch offices in different parts of the country
all under the supervision of their respective main branches (districts). It also has networking of
sales agents throughout the country working class to the customer and deals with well recognized
insurance brokers with in the capital city. The corporation major insurance coverage (life, property
and liability) provided for insured. In December 20, 2019, EIC had 1,600 employees with different
educational background both the management and supervisory staff of the corporation and had
many years of excellent practical experience in the insurance industry. Motor insurance of Ethiopia
include private and commercial motor vehicles (third party only, third party with fire and theft)
and also Motor trader’s comprehensive service. This study focused on Addis Ababa emphasizing
with North-Addis District office only. It had 1005 corporate and 1235 retailers’ customers and its
total customers are 2240 currently (North-Addis District marketing Department, 2020).

1.3 Statement of the Problem

Motor Insurance plays a predominant role in a country economy by protect insured properties. To

be more effective markets innovative motor insurance company established to keep an advantage

of both parties: insurer and insured. However, the seriousness of motors or vehicles accidents
4



influences motor insurance provisions. According to the data from, United Nations Economic
commission for Africa (2009), in 2007/2008 physical years, the total of motor vehicle accidents in
Ethiopia were counted 15085 (fatal, 1802, seriously injured, 2156, light injury, 2123, property
damage, 9005). This are highly influenced insurance service providers (insurer) and policy
holders or insured to provide and received services. On the other hand, Insurance practice in
Ethiopia is underdeveloped and exhibited several major weaknesses: lack of awareness of
insurance as risk mitigation tools among the people, low coverage of insurance products, and
limited range of products (Zeleke, 2007).

Moreover, customer defections are high in insurance sector. According to EIC business
development and risk management department Report, from the total of 69,731 general and life
insurance policy holders (policies) 17, 884 (25.6%) policies were not renewed in 2011. This
indicates that, there is a gap between policy holders/ insured (customers’ expectations) and insurer
(service quality). Besides this, Jacada (2008) and American satisfaction index revealed that 26% of
insurance customers switch insurance providers, based solely on a bad experience with the

company.

According to the report by the Federal Transport Authority of Ethiopia (2013), the numbers of
registered motor vehicles in Ethiopia were more than 425,000. Among these 200,609 of them were
used for people transporting service. Moreover, additional 20,000 vehicles will be added averagely
on Ethiopian road annually. On the other hand, about 92% of the registered motor vehicles were
insured the third party compulsory insurance. Similarly the office on its 2011 report show those,
the motor vehicle insured on the comprehensive basis were not more than 35% of the registered
motor in Ethiopia. The data indicated that about 8% and 65% of the registered motor vehicles in
Ethiopia have not insured for motor compulsory third party insurance and compressive basis

respectively in accordance with annual report of Ethiopian insurance fund office (2013).

In Ethiopian insurance industry, mass customers handling Practices have influenced the business.
According to EIC (2013) report, The corporation’s motor insurance market share is limited to
30.86%, the rest 69.14% of the motor business has been held by other private insurance
companies. This can be associated with risks, risk management/ claims handling and customer’s
current status and their satisfaction. Customer’s treatment and satisfaction are an essential element
in insurance. According to Center for the Study of Social Policy (2007), loyal customers are not

sensitive to price, hence, customer loyalty insurance companies are benefited at large and also
5



loyal customer save time and benefited from existing companies. However, more customers are
lapsed each year from Ethiopian insurance companies. The insurance industry confines itself with
low-cost based competition regardless of customer defection while the world business
environment is changed the rule of the game- meeting customer needs to maintain customer

loyalty.

In addition, our life and our property are full of risk in one way or another. So, the significant way
of risk transfer mechanisms is an insurance process of which an individual or the organization
transfers unexpected loss to the insurance company. Thus, the main purpose of motor insurance is
the financial protection according to the principle of indemnity states that the insured not be
profited from a covered loss, but should be restored to approximately the same financial position
that existed prior to the loss. Claim handling includes repairing, reinstatement, replacement or by

cash.

The motivating factors to conduct this study’s is the existence of mass customers handling
business, absence of research studies related to the title; claims handling and low loyalty and
satisfactions of customer. This study, therefore, examines the effect of motor insurance claim
handling service quality on customer’s satisfaction in Ethiopian Insurance Corporation, North
Addis district. The study also attempts to fill the gap and suggest mechanisms for successful motor

insurance claim handling to improve customer’s satisfactions.

1.4. Research Questions

What is the effect between tangibility dimensions of motor insurance service quality on
customer satisfaction?

2. What is the effect between reliability dimensions of motor insurance service quality on
customer satisfaction?

3. What is the effect between responsiveness dimensions of motor insurance service quality on
customer satisfaction?

4. What is the effect between assurance dimensions of motor insurance service quality on
customer satisfaction?

5. What is the effect between empathy dimensions of motor insurance service quality on
customer satisfaction?

6. Which service quality dimensions have greater influences on customer satisfaction?

6



11.5. Objective of the Study

.5.1 General objective

The general objective of this study was to examine of motor insurance service quality on customer

satisfaction in the case of Ethiopian Insurance Corporation, North District of Addis Ababa.

1.5.2 Specific objectives of the study

1.

To assess the effect of tangibility dimension of motors insurance service quality on
customer satisfaction

To assess the effect of reliability dimension of motors insurance service quality on customer
satisfaction

To assess the effect of responsiveness dimension of motors insurance service quality on
customer satisfaction

To assess the effect of assurance dimension of motors insurance service quality on customer
satisfaction

To assess the effect of empathy dimension of motors insurance service quality on customer
satisfaction

To identify which service quality dimensions have greater influence on customer’s

satisfaction.

1.6. Significance of the Study

The results of the study help different stakeholders such as finance sector policy makers, the

Ethiopian Insurance Corporation, researchers, practitioners, and others in many ways.

This research helps for new comer policy holders or customers.

It provides relevant information on the availability of insurance services

It hhelps to facilitate claims handling procedure.

Policy holders/ insured can get better information from this research finding

Based on research finding, insured, insurer, new policyholders, sell, and the general public
can get an input to take appropriate measures.

Finally, the study serves as a reference for anyone who is interested to conduct research in

the study area.



1.7. Scope of the Study

The scope of study delimited to the effects motor insurance service quality on customer
satisfaction in the case of Ethiopian Insurance Corporation. Particularly, the study is delimited to
motor insurance claims handling service quality only and area wise it is focused on North-Addis
District offices, of Addis Ababa. Furthermore, the target respondents of study were North-Addis
District motor insurance customers (policy holders), who received service from Addis Ababa
District office. Motor insurance covers the insured in respect of loss or damage to the insured
vehicle or other impacted by the insured vehicle (Bao and Gu, 2014).

1.8 Definitions of Key terms

e Claims: losses actually sustained by the insured during a period, usually a year.
(INSMOD, 2007)

e Customer: external customer who has purchased insurance products (Loma
1997)

e Insured: person or people to whom payment will be made in the case of risk.
(Dinsdale, 1980)

e Insurer: a party who sell an insurance policy in order to collect premium and
provide insurance protection to the insured (CII, 2011)

e Policy holders (insured): external customer who purchased insurance product.
(INSMOD, 2007)

e Risk: the possibility of an unfavorable deviation from expectations (Athearn, 1969).

1.9 Organization of the Study

This study is organized in five chapters. Chapter one deals with introduction, statement of the
problem, research gap, and objective of the study, research questions, scope, and significance of
the study and definition of key terms. The second chapter presents the review of the related
literature, i.e., theoretical, policy and empirical review of literature in relation to motor insurance
service and customer’s satisfaction. The third chapter discusses the research methodology;
including research approach, design, sample size and sampling technique, research respondents,
data collection instruments, method of analysis and data collection procedures and ethical
considerations. The fourth chapter presents and analyzes data gathered via primary and secondary
sources. The fifth chapter includes summary, conclusion and recommendation based on the

research findings.



Chapters Two: Review of Literature

2. 1 Introduction

This chapter discusses the theory and concepts of insurance, motor insurance claim handling,
quality of service and customers satisfactions, and more emphasis shall be given to Ethiopian
Insurance Corporation (EIC) and its current practice in Ethiopian. In addition, different related
literature reviewed from different sources were discussed in this chapter. Overall, the discussion is
divided into three parts: theoretical review, policy review and empirical review. At the end, the
conceptual framework of the study and research hypotheses were discussed.

2.2 The concepts of Insurance and its significance

Emergence and implementation of insurance is a vital role for the sustainability of business,
economic stability and social security through risky and uncertainty reductions. Along this, various
scholars and writers define insurance from the different perspective such as economic, social, legal

etc. some of them are described below.

Preffer (1956) provides that insurance is a device for the reduction of the uncertainty of one party
called the insured, through the transfer of particular risks to another party, called the insurer, who
offers a restoration, at least in part, of economic losses suffered by the insured. According to
Pritchet, et. al, (1996), insurance is a social device and which means that a group of individuals
(insured) transfer risk to another party (insurer) in order to combine loss experiences, which
permits statistical prediction of losses and provides for payment of losses from fund contributed
(premiums) by all members who transferred risk. The Commercial Code of the Empire of Ethiopia
(1960) article 654(2) Defines insurance as a contract where by a person called the insurer
undertakes against payment of one or more premiums to pay to a person, called the beneficiary, a

sum of money where a specified risk materializes.

In recent time, the coverage of insurance is expanded and both actors (insured and insurer) are
highly benefited from them. Some and the most important benefits of insurance As stated by
Dickson (1999) include:

Peace of mind: Almost everyone has a basic desire for some security or peace of mind. This

wellness helps to improving efficiency.



A. Indemnification: The direct advantage of insurance is indemnification for unexpected
loss.

B. Keep families and business together: The existence of insurance often supplies
financial aid at time of death of family or damage of property due to unforeseen events.

C. Provides a basis for credit; insurance are a base for credit economy developments.

D. Stimulates savings; some insurance is stimulating savings.

E. Provides investment capital: Insurance premiums normally are paid in advance of
losses and held by insurers until the time of claim payment, which allows insurers to
invest it.

2.2.1 Claims, Claims handling and its purpose

A claim is a request to be reimbursed (or compensated) filed by the insured and addressed to

the insurer. On the other hand, a claim can be made (notified) without an insured loss or regardless

of terms of the policy the claim request would be invalid. As a result, an insured loss event can
occur the policyholders asks claim request immediately. Furthermore, the numbers of claims are

a source of dispute; however, they are very less as compared with the majority of claims that are

settled promptly (Chartered Insurance Institute, Study Course, 2004).

The purpose of claims handling is far greater than just complying with the contractual promise and
also serves as an opportunity where the insurance company sells its image to the public. In relation
to this an insurance company has dissatisfied customer, it is bad publicity to the company (Charles,
1980). On the other hand, insurance company provided a service for public; hence the general
public is influence on clam decisions in many ways and for many reasons. In addition to the
general public, policy holders and judiciary is another external influence in claims settlement.
There is a general tendency by courts to protect the public more than the insurance companies.
Any ambiguity is decided in favor of the insured, considering that insurance contracts are drafted

by the insurer without the participation of the applicant (Teffera Demiss, 2009).

The internal influence also constitutes the claims environment; hence claims handling personnel
are squeezed between their responsibility to handle reported claims according to their merit and the
reaction of the other work units within the Company itself (Charles, 1980). Underwriting and sales
departments, for fear of losing their customers, want the Claims personnel to be flexible and liberal
in the handling of claims; thus the claims people should strike a balance between the interest of the

insurance Company and the proper and equitable treatment of claimants (Charles, 1980).
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Furthermore, the claim function is under the pressures of cost effectiveness by top management
(Charles, 1980:135).

2.2.2 General overview of Motor insurance

Motor insurance is one of the branches of general insurance; which covers all forms of insurance
other than life. Common forms of general insurance are motor, fire, burglary, marine, health,
travel, accident, etc. The main objective of motor insurance is mainly to cover losses to third party
liability to person and property as well as accidental own damage to the same due to overturning or
collision depending upon the type of cover. Motor insurance is divided into two main category, the
private motor insurance and commercial motor insurance that is given for private automobile and
commercial vehicle cover respectively. A vehicle is classified as private vehicle if it is used solely
for social, domestic, pleasure and professional purposes or business calls of the insured. The term
‘private use’ does not include use in connection with the motor trade, racing, commercial
travelling and hire and reward. On the other hand, commercial vehicles are goods carrying vehicles
as well as passenger carrying vehicles. It is used to describe different types of vehicles that are
intended or designed to carry goods and passengers (Jerome, 2001).

According to Abdul and K. Srinivasa (2017), the types of risk covering in emerging markets
under Motor Insurance are; (1) comprehensive insurance: It pays for damage to the insured car
resulting from fire or theft or many other causes. This covers the cost of repairs or replacement to
your own vehicle and property whether you are at fault or not. It can also cover the cost of
emergency repairs, transportation costs and damages caused by other drivers (2); collision
insurance: It pays for damage to the insured car if it collides with another vehicle or object;
(3); liability insurance It pays for damage to someone else’s property or for injury to other persons
resulting from an accident for which the insured is judged legally liable. It covers damage that you
have caused to another person’s vehicle or property. It does not cover the cost of damage to your
own car (4); medical-payment insurance: It covers medical treatment for the policyholder and his
passengers and (5) additional coverage option: Besides the standard cover provided some Insurers
will have additional features and benefits available, they may include new car replacement,
protected no Claim Bonus choice of repairer.

2.2.3 Claim and claims handling factors in insurance

A claim is a request to be reimbursed filed by the insured and addressed to

the insurer and also it made (notified) without an insured loss, under the terms of the policy.
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Indeed, insurance companies are highly concerned with immediate/ timely notification of a claim
as soon as any claim occurs. Failure to report a claim immediately is precedent to liability
(Chartered Insurance Institute, 2004). In relation to this; there are various factors which an insurer
should consider when settling a motor vehicle insurance claim. The factors may focus on the
details of the driver of the covered motor vehicle, as well as other factors concerning the
detrimental incident as a whole. The following sections contain a brief description of the main
claims handling factors (Steenkamp, et.,al., 2009).

2.2.3.1 The place where and the date when the incident happened
This claims handling factor focuses on the place where and the date when the incident happened.

Well-known and identified location are disadvantageous, because more gravel road or dangerous
mountain pass, and may point to the driver not exercising due precaution in this regard. A motor
insurance policy usually stipulates that a condition for cover is that the detrimental incident must
happen in a particular country (Davis, 1993). In addition, the incident occurs in other geographic
regions, the insurer will not provide any cover to the policyholder. The date of the incident is also
important to indicating incident situation (it occurred when business activities, holiday trips, a
festive season or weekend excursions. This helps to assess the mood and attitude of the driver,
being under a lot of stress or perhaps being over-relaxed. The date show whether the insurance
policy was actually in force when the unfavorable incident happened.

2.2.3.2 The prevailing circumstances when the incident happened

The current circumstances or the time of unfavorable situation/incident are an impact on general
driving conditions. The current circumstances may aggravate the cause of the incident but it is
important to assess the current claim and indicate future insurance policies (Hohl, Schiesser &
Knepper, 2002).

2.2.3.3 The age of the driver of the covered motor vehicle

Age of drivers is an important claims handling factor in some insurers and their insurance policy.
Coincides to this younger drivers are usually viewed as higher risks than older people. However
age is not a controllable factor as drivers or no one have not any power over their age (Yeo et al.,
2002 and Gardner & Marlett, 2007)

2.2.3.4 Covered motor vehicle driver was duly and fully licensed and for how many years

In order to enforce this claims handling factor, an insurer must stipulate at the inception of the
contract that the driver must be duly and fully licensed (Davis, 1993). This come to effect, claims

handling factor must be specified and embedded as part of the current insurance policy.
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2.2.3.5 Whether the driver of the covered motor vehicle caused the incident

A knock-for-knock agreement between insurers binds only the parties that concluded the contract,
and the various insured’s are not bound by the agreement (Davis, 1993). According to a knock-for-
knock agreement every insurer is liable for the damages to motor vehicle he/she has insured and it
is irrelevant which party caused the detrimental incident. If there is no a knock-for-knock
agreement between the insurers and insured regarding with disadvantageous incident, difficult
differentiate driver of the covered motor vehicle is guilty or not. In such a situation the insurer of
the innocent party may apply subrogation against the insurer of guilty party to recover the damages
to the property of the innocent party (Dinsdale & McMurdie,1987; Hansell, 1987; Vivian, 2006).
This claims handling factor is therefore important in the absence of a knock-for-knock agreement
between the insurers of the various parties to the disadvantageous incident.

2.2.3.6 Whether the incident was reported to and/or the scene visited by the police service
The involvement of the local police service by either reporting the incident and/or the police
service visiting the scene of the incident are important claims handling factors in order to bring the
incident to the attention of the governing authority. The testimony of the police service is
important when civil and/or criminal charges are laid afterwards.

2.2.3.7 Particulars of the other driver(s) involved in the incident

The implication whether the driver of the covered motor vehicle caused the incident, was
previously is cussed. Irrespective of which driver is guilty and how innocent, insurers are always
wanted to know who the other drivers were, should any type of litigation follow afterwards. That is
the reason why the particulars of the other drivers are important as a claims handling factor.
2.2.3.8 Particulars of all persons who are injured or dead due to the incident

Possible future litigation is also the rationale why insurers perceive the details of all persons who
are injured or dead as a result of the incident, as important for the claims handling process. An
unfavorable motor vehicle incident may lead to extensive civil and/or criminal charges.

2.2.3.9 Covered motor vehicle driver was under the influence of intoxicating liquor or drugs
When the driver of the covered motor vehicle was under the influence of intoxicating liquor or
drugs, an insurer usually excludes any cover based on the stipulations of the insurance policy
(Davis, 1993). The driver may be the policyholder, or any other person who drives the motor
vehicle with the permission and knowledge of the policyholder. It is important for an insurer to

know whether the driver of the covered motor vehicle was intoxicated or not.
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2.2.4 Claims Management and Common Procedures

Claims management is critical to an insurer‘s success. It is process of all managerial decisions and
processes concerning the settlement and payment of claims linked with terms of insurance contract
Tajudeen and Adebowale, 2013). According to Wedge and Handley (2003), claims management
depicts and carrying out the entire claims process with a particular emphasis upon the monitoring
and lowering of claims costs. As we understand the above two definitions, claims management

process has to strike a balance between customer expectations and maintaining cost efficiency.

Customer‘s expectation during a claim, is to be paid without any delay, while a claim manager
ascertain whether the claim is payable and if so, the amount payable. This process requires inputs
from various service providers including investigators, assessors, garages, hospitals, doctors,
advocates and loss adjusters. The service provider may not attach the same priority to a customer
as the insurer, resulting to slow turnaround time and complaints from customers. Although

different insurers follow different procedures, some of the basic elements are:-

Claim notification: most policies state that the insured should notify their insurer of a claim
promptly. The initial report may be verbal, though the insured will be required to give further
information by completion of a claim form (Roff, 2004). Further, company should draw the
attention of the policyholder to report claims timely during the signing of the policy and also
insurer prepares appropriate claim reporting forms and provides necessary information to help the
client report (OECD, 2004).

Claim Review: this is emphasizing on the analysis of claim and comparison of information in
claim form with what was provided in the proposal form, interpretation of the policy in light of the
claim, economic considerations such as decision on whether the claim is too small to warrant
further investigations or the need to call for additional documentation (James, Lyn and Rowe,
2009). The OECD guideline suggests that the insurer establishes a compliance programs for
combating fraud, discourage fraudulent practices by making the policyholder /claimant/
beneficiary aware of the consequences of submitting a false statement (which in particular could

be liable to prosecution) and/or an incomplete statement (OECD, 2004).

Response to Claimant: the initial response is usually an acknowledgment or a request for further
information. Once the insurer is satisfied with information given, they either convey decision to

pay or decline to pay the claim. A third response may be offered to pay a lower amount than that
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claimed or enter into negotiations with the insured, without initially making any offer on amount.
This is in a situation where liability is accepted, but insurer is not satisfied with amount claimed.
Whether the insurer intends to decline a claim or enter into negotiation, they must convey to the
insured their reasons for the decision, to ensure the insured is satisfied with the decision and avoid
the insured resorting to litigation (James, Lyn& Rowe, 2009).

Claim Investigation: some time, the insurer may not have full facts of the claim and is unable to
make a decision on a claim, hence they require appointing an investigator, to carry out
investigations and file a report to the insurer. This is mainly for motor and liability claims. In the
case of motor claims, a motor assessor assesses the extent of damage to the vehicle and establishes
the cost of repairs. The assessor also advises whether to repair the vehicle or treat it as a
constructive total loss and pay insured pre-accident value of the vehicle (Wedge & Handley,
2003). Besides to the above points, OECD (2004) recommends the establishment of internal
methods for assessing claim by the insurance company, clarifying the role of claim adjusters, as

well as ascertains their competence and qualifications.

Claim settlement: where liability is not in dispute and both insurer and insured are in agreement
on quantum, settlement follows immediately. However, in situations where either liability or
quantum is in dispute, the claim is delayed. OECD (2004) points out, after an agreement has been
reached between the insurer and the policyholder (claimant or beneficiary) on the amount of
compensation, the payment should be completed within a reasonable amount of time. A quick
claims settlement as well as high quality and punctual information provided to the policyholder are
key competition features for insurance companies. In case of any delay, the guideline recommends
that the insurance company as soon as possible should advise in writing the policyholder on the

reasons for any delay and resolution (OECD, 2004).

Complaints and dispute settlement: in cases, client has complaints or goes in to disputes,
acknowledgement of the receipt of the complaint to the client within a reasonable period of time be
made, explain how their complaints will be handled and on the procedures of follow up.
Complaints should be processed promptly and fairly with communication of progress. Final
response should be given in writing within a reasonable period of time. Further, policyholder is
dissatisfied with the final response given by the insurer, he should be informed if interested to
activate an internal appeals process or appeal to the dispute settlement procedure available outside

the company (OECD, 2004).
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Claim recoveries: although this process does not involve the policyholder, an insurer may require
recovering all or part of their outlay. There are four sources of recovery; from a third party who
was to blame for the accident, from a party insurer has subrogation rights against, from a reinsurer

if reinsurance protection is in place or from sale of salvage.

2.3 Motor Insurance in Ethiopia

According to EIC (2013) report, motor insurance of EIC market share is only 30.86% the rest
69.14% of the motor business has been held by other private insurance companies. The most
popular types of Motor Insurance coverage in Ethiopia include:-

A. The road traffic act (Ethiopian third party risk): recently Ethiopia adopted compulsory
third party motor insurance by using proclamation N0559/2008. This limit a liability by using
article 16 of this proclamation as follows: (1) Birr 40,000 - in case of death ;( 2) Birr 15,000 - in
case of bodily injury; and (3) Birr 100,000 - in case of property damage. This proclamation sets
out the minimum cover for third party liability in respect of death and bodily injury as well as third
party property up to a limited amount. The cover further stipulated that an injured person will get
medical help in government hospitals up to birr 1,000 immediately even if it is not uninsured
because the medical center can get refund from the insurance fund (Solomon, 2014)

B. Third party only: This could be a possible cover which the market may bring to give some
additional covers in addition to compulsory insurance.

C. Third party, fire and theft cover:-This policy extends the third party cover to incorporate
covers that relates to the policy holder's own vehicle or motorcycle .The additional covers include
theft and fire risks. Theft includes intention of permanently depriving of a thing from its place. In
motor insurance, it also includes loss or damage due to unauthorized use of motor vehicles such as
joy riding. Fire includes external fire, fire resulting from wear and tear, mechanical or electrical
breakdown or failures.

D. Comprehensive Motor Insurance:- It is wider cover than those given from (a) to (c).
The cover include, apart from given above, accidental damage due to collision or overturning to
the vehicle insured. The main motor insurance policy covers include (1)Loss of or damage to the
insured car and accessories or spare parts; (2) accidental collision or overturning to insured
vehicle to consequent upon insured perils(3) Loss due to fire, external explosion, self ignition,
lightning (4); Theft or attempted theft (5); Malicious act(6); Whilst in transit by road, (7) Liability
at Ethiopian law for compensation including law costs for death of or bodily injury to any person

caused by the use of any motor vehicles (Fund office manual,2011)
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2.4 Challenges of motor insurance in Ethiopia

The increment of traffic accident, poor financial capacity, absence of human skill, global
competition of insurance industry, , lack of cooperation among insurance companies, insurance
companies competition with price and service, customers no or poor education, lack awareness
(insured want lower premium and get minimum protection), motor insurance high hazard risk and
higher inflation rate (28%) are highly affect or influenced Ethiopian motor insurance (CSA, 2012
and Mulugeta, 2012).

2.5 Service Quality

In business organizations, quality is a significant role for its sustainability; hence they should be
managing quality. Quality can be defined as the totality of features and characteristics of a product
or services that bear on its ability to satisfy stated or implied needs (Kotler et al., 2002). Also,
quality applicability linked with quality management; therefore quality management can be
defined in the claims management context. The use of service standards and procedures
systematically and independently assessed and audited by experienced and qualified assessors
(Wedge and Handley, 2005).

Likewise, service quality and customer satisfaction interrelated concepts and one influence the
others, insurance company to attract and retain more customers through service quality and
increase their market share to compete with rivals and grow their business (Gamage, 2019). These
concepts see in detail below. Service quality is considered an important tool for a firm’s struggle
to differentiate itself from its competitors (Ladhari, 2008). Also, service quality indicates the
extent to which customers' perceptions of service meet and/or exceed their expectations or the
differences between customer expectations and perceptions of service (Zeithaml ,1990 and
Parasuraman, 1988). Furthermore Bitner and Hubbert (1994) “define service quality as the
customers’ overall impression of the relative inferiority or superiority of the organization and its
services.” According, Gronroos (2007) service quality as the outcome of the comparison that
consumers make between their expectations and perceptions. Most of the above concepts
measuring service quality by showing the difference between perceived and expected service was

a valid way and could make management to identify gaps to what they offer as services.

On the others hand, Service quality has a strong correlation with customer satisfaction and also it
is a strategic component and marketing plan of an organizations (Cronin et al., 2000; Wong et al.,

2008; Spathis et al., 2004). Through service quality, organizations can reach a higher level of
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service quality, a higher level of customer satisfaction and can maintain a constant competitive
advantage (Meuter et al., 2000).

Service quality can be extended to the overall evaluation of a specific service with ten service
quality dimensions: tangibles, reliability, responsiveness, competence, courtesy, credibility,
security, access, communication and understanding/knowing the customer (Parasuraman et al.,
1985, 1988). These ten dimensions define into five to measure customer’s perceived value of
service quality, which is known as SERVQUAL. This SERVQUAL adopts the meeting
expectations paradigm to measure service against firms (Ladhari, 2009) Parasuraman et al., 1988).

2.3.1 Measurement of service quality
The SERVQUAL scale which is also known as the gap model by Parasuraman, (1988) has been
proven to be one of the best ways to measure the quality of services provided to customers. Also
SERVQUAL scale is a principal instrument for assessing customer service quality
(Parasuramanvd, 1991; Parasuraman et al., 1988). According to Boller, ( 1992) and Carman,
1990) assessed customer perceptions of service quality by using SERVQUAL scales and
indicated five dimensions of service quality emerged across a variety of services. These are:-
(a) Tangibility: The physical facilities, equipment, and the appearance of the staff or and
communication materials.
(b) Reliability: The dependability and accuracy of the service provider regarding with
delivery, service provision, problem resolution and pricing.
(c) Responsiveness: The ability to know and willingness to cater to customer needs or the
ability to respond customer request, questions, complaints and problems.
(d) Assurance: The ability of the staff to instill confidence and trust in the company or
knowledge and courtesy of employees and their ability to inspire trust and Confidence.
(e) Empathy: The ability of the staff to provide a caring service to customers through quality
services, skillfully handling of conflicts and efficient delivery of services resulted in satisfied
customers for long term benefits. This helps to reduced service quality | measurement issues
through attention centered on the determinants of perceived service quality with particular

emphasis on the service delivery process.
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2.6. Customer satisfaction

2.6.1. The concept of customer satisfaction

Satisfaction is a person’s feeling of pleasure or disappointment resulting from comparing a
product’s performance (outcome) in relation to his or her expectation. Likewise, customer
satisfaction is a consumer’s post-purchase evaluation and affective response to the overall product
or service experience. In business organization customer satisfaction associated with the
increments of their customer, customer loyalty, revenue, profits, market share and survival.
Among those profit is the primary driver, exemplary businesses focus on the customer and his/her
experience with the organization. They work to make their customers happy and see customer
satisfaction as the key to survival and profit. Customer satisfaction in turn hinges on the quality
and effects of their experiences and the goods or services they receive Center for the Study of
Social Policy (2007). Further, customer satisfaction can be experienced in a variety of situations
and connected to both goods and services. It is a highly personal assessment that is greatly affected
by customer expectations (Hanan & Karp, 1989).

Krishnan et al. (1999) have conducted various studies and put forward that satisfaction with
perceived product quality was the prime driver of overall customer satisfaction. Furthermore,
their studies also found and recommended that the impact of service delivery factors

varies considerably on customer satisfaction.

In accordance with different marketing theoreticians customer satisfaction had several definitions
have been offered. It is the degree to which the real performance of a company satisfies the
expectations of customers. In other words, customer satisfaction the performance of a company
satisfies the expectations of the customers, the customer will feel satisfied; otherwise, the customer
will be dissatisfied (Divandari & Delkhah, 2005). Similarly satisfaction is the degree that actual
performance of a company satisfies customer expectations, meaning the performance of a
company satisfies customer expectations, the customer will have sense of satisfaction; otherwise
he/she will be dissatisfied (Abdoli & Fereidunfar, 2008).

Customer’s satisfaction is fulfilling their needs and wants as means for the achievement of
organization’s objectives. This underlying motivation on customer focus is clear mission to create

value for customers, stay profitable and gain desired performance (J. Munaiah, 2017).
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Additionally, customer satisfaction is an expected outcome of complementary marketing activities,
so that by providing of satisfied services and products succeed in today’s highly competitive world
of trade. Satisfaction can be revised as supplementary pleasurable activities when the consumer
feels it in consumption (Haghighi et al, 2012). On the other hand, Customer satisfaction can be
defined the customer achievement to the goal that has before predicted. That is, the products and
services that meet customer already has in mind (Javanmard and Husseini, 2013).

2.6.2 Measurement of Customer Satisfaction

Customer’s satisfactions measured by service quality and responsiveness of the firms. Researchers
and scientists in service marketing have presented several metaphors for service
quality. For example, Berry has defined it as “the most powerful competitive weapon”, Clave
has considered it as “the reviving blood for the organization” and Peters as “the magic bullet
that provides the customer with less expensive services at lower prices” (Haghighi et al, 2003).
The customers expect two desirable and sufficient levels of services that are separated by the
tolerance zone of the customer (Baglou & Zomorodpoush, 2009). According to interactive views,
quality is the outcome of customer and the service-provider and organizational quality (Shahriari,
2006). In addition, Parasuraman (1988) service quality is the “the differences between customer
expectations and perceptions of service”. According to him, measuring of service quality as the
difference between perceived and expected service was a valid way and could make management

to identify gaps to what they offer as services.

Responsiveness is the willingness to help customers and provide prompt service. It emphasizes
attentiveness and promptness in dealing with customer request, questions, complaints and
problems. It is all about length of time they have to wait for assistance, answers to questions or
attention to problems. To truly distinguish themselves on responsiveness companies need well-
staffed customer service department as well as responsive frontline people in all contact positions
(Zeithaml, 2006).

Continuous measurement of satisfaction level is necessary in a systematic manner
(Chakravarty et al., 1996). Because satisfied customer is the real asset for an organization that
ensures long-term profitability even in the era of great competition. Cronin et al., (2000)
mentioned in their study that satisfied customer repeat his/her experience to buy the products and
also create new customers by communication of positive message about it to others. On the other

hand, dissatisfied customer may switch to alternative products/services and communicate
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negative message to others. Customer satisfaction is a set of feeling or outcome attached with
customers experience towards any product/ service (Solomon, 1998). Hence, organizations must
ensure the customer satisfaction regarding their goods/services.

In order to describe customer’s satisfaction, links with motor insurance, clam handling and service
quality. According to TeleTech (2015) Property & Causality Customer Satisfaction Survey
indicated and depicted that how the claims process influences customer satisfaction. The most
significant predictors of customer satisfaction measured in the study are; (1) Insurance company
acted in my best interest; (2) Initial ling of the claim; (3) my issues were resolved the first time; (4)
obtaining approval for the claim; (5) Insurance representative managed my expectations; (6)
overall effort required to be a claim; (7) There were no surprises; (8) filling out necessary forms;
(9) Initial assignment of the adjustor on the claim; (10) The insurance representatives were
knowledgeable about the process; (11) my personal information was already known by the
insurance representative; (12) obtaining an adjustment for the claim; (13) finding the contractor of
my preference; (14) receiving money from insurance company for the claim; (15) the insurance

representatives provided a personalized experience.

Even if, the single predicator or drivers is not depicted customer satisfaction; it is influenced by a
coalition of variables that act together. The mix of relationship factors with tools and processes
have an impact on overall satisfaction. As a result according to the research findings the impacts of

the variables varies one to another’s.

2.7 Empirical Review

Review of empirical studies on the relationship between service quality and customer satisfaction.
Among those Birhanu (2014) studied on the Effects and Prospects of Customer Handling in the
Insurance Industry in Ethiopia; in the Case of Nile Insurance Share Company. The researcher used
survey research method and also employed questionnaire for data collection. Based on their
research findings, high number of population and economic growth of Ethiopia were the major
opportunities for life insurance business while absence of insurance culture, low income and lack

of awareness were the main challenge for the growth of life insurance business in Ethiopia.

In Addition, Yosef (2018) has conducted a study on the effect of motor insurance claim
management on customer satisfaction at EIC. The study was descriptive in nature and applied

convince sampling techniques. The research results indicated that there is a statistically significant
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correlation between customer satisfaction and motor insurance claim management processes
regarding with ‘claim reporting’, ‘response to a claim’, ‘towing damaged vehicle’ ‘damage

assessment’ and ‘repair handling.

Again, the research conducted by Solomon (2014) focused on the assessment of customer satisfaction
on motor insurance services: the case of EIC. The researcher used descriptive research design to meet
the research objectives. Also the researcher collected data from Addis Ababa branches customers
through structured questionnaire and select respondents by using systematic random sampling. The
research finding shows that the majority of customers were not satisfied with the service delivery
of EIC.

According to Nabutse (2018) research findings, weak underwriting standards form the highest challenge in
management of General Insurance claims in Kenya. At the same time, there is a high
level of fraud in the Kenyan General Insurance Industry. It is clear that claims departments are more likely
to find it necessary to investigate a claim when circumstances of accident are unclear and when vehicle is
not valued prior to commencement of cover. Claimant advocates and agents/brokers are the ones highly
used to perpetrate fraud. Moreover, delay in reporting a claim and high work load of staff were the main

factors found to contribute to delay in claim payment.

Moreover, Nebo, G. N., & Okolo, V. O. (2016) studies and its findings show that, these are: prompt
settlement of claims, quality insurance products, fair premium, prompt attendance to customer complaints,
timely communication of policy renewal notices, thorough explanation of policies, explanation of product
benefits and understandable policy documents. Third, the strategies used by insurance firms had a
significant influence on the performance of the insurance firms (R2=0.766, P < 0.001 at 5% significance

level).

Likewise, Abaidoo (2015) research findings indicated that, feedback on life insurance policy,
understanding of life insurance function and benefits, responsiveness, and operational efficiency as
determinants of customer satisfaction. These findings may contribute to social change by creating
awareness of the relevance of life insurance in the socioeconomic development of individuals,
families, organizations, and communities, leading to financial security to reduce poverty levels in
Ghana

The research gap among the above study regarding with motor insurance claims handling,
Customer satisfactions and their practices were, the researchers examines claims handling
procedures and service quality diminutions individually or studied in one side perspectives. This
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study try to full fill the research gapes and investigate the effects of motor insurance claims
handling on customer satisfaction through main elements claims handling procedures and service

quality diminutions.

2.8 Research Model and Hypotheses

The research model for this study, as depicted in figure 2.1, shows the relationship between motor
insurance claims handling and customer satisfaction. Service quality is a multi-dimensional
construct composed of five dimensions namely, tangibility, reliability, responsiveness, assurance

and empathy; whereas customer satisfaction is a uni-dimensional construct.

Motor insurance service quality
*Tangibility
*Reliability

*Responsiveness
*Assurance
* Empathy

\ 4

Customer satisfaction

\ 4

v

\ 4

\ 4

Figure 2. 1 Research model

2.9 Hypothesis of the Study

Ha; : The tangibility dimension of service quality has a statistically significant positive effect on
customer satisfaction in motor insurance

Ha, : The reliability dimension of service quality has a statistically significant positive effect on
customer satisfaction in motor insurance

Has - The responsiveness dimension of service quality has a statistically significant positive effect
on customer satisfaction in motor insurance

Has . The assurance dimension of service quality has a statistically significant positive effect on
customer satisfaction in motor insurance

Has . The empathy dimension of service quality has a statistically significant positive effect on

customer satisfaction in motor insurance
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter deals with research methodology and follows to meet the research objective.
Specifically, it deals with research design and approach, data source, sampling design (population,
sampling technique, sampling procedure, and sample size), methods of data collection, data
analysis and ethical consideration to be employed to conduct the study.

3.2 Research design and approach

As indicated in Kothari (2004), designing a research is making a road map to a study, which leads
all activities, and steps that would be undertaken. As the conceptual structure, research design
depicts which research is conducted. Likewise, the researcher used descriptive and explanatory
research design based on the ground that, it helps to examine the effects motor insurance claim
handling service quality on customer’s satisfaction in EIC, focused on North-Addis District office
only. This study applied a combination of descriptive and explanatory research design. Descriptive
research design method was an advantageous to pertinent to collect details of data from many
respondents, it describes what the reality or what actually exist within a situation such as current
practices, progresses and situations of different aspects of the research where as explanatory
research design helps to explain and understand the relationship between variables (motor insurance
claim handling service quality on customer satisfaction) and present in inferential ways.
Moreover, this study applied both qualitative and quantitative research approach to substantiate the
breadth and depth of the finding. It helps to triangulate results so as to ensure the validity and

reliability of the findings and to control possible data bias.

3.3 Target population and Sampling Design
To conduct this study total population, sample size and sampling design used to select samples.
Hence, the researcher specified, the study population, the sample frame, sampling technique and

then selecting the sample to examine the effects of motor insurance claim handling service quality

and customer satisfaction.

3.3.1 Study population/ universe
This study examines the effects of motor insurance service quality on customer’s satisfaction in
EIC, the study limited on Addis Ababa emphasizing with North-Addis District office only. It has

1005 corporate and 1235 retailers’ customers making the total number of customers to 2240
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(North-Addis District marketing Department, 2020). The study participants or targets are North-
Addis District motor insurance customers only and their employees and managers. To confirm the
reliability and validity of the study taking sufficient sample size and utilizing appropriate sampling
techniques, hence the researcher considered customers who are in the North-Addis District.

3.3.2 Methods of sampling and Sampling Technique

Due to the limited nature of resource availability, it was difficult to treat all members of the
population as source of data for the study and, hence sampling was required.

The researcher used both probability and non probability sampling techniques to conduct this
study. By using non probability sampling (purposive sampling techniques) the researcher specify
North-Addis District office from six EIC districts and also the study focused only motor insurance
and their customers(policy holders) only. Furthermore, the researcher applied probability
(systematic random) sampling technique to collect data from North-Addis District motor insurance
customers. On the other hand, based on purposive sampling the researcher used three key
informative interviews from North-Addis District employee and manager to keep the validity of
the study.

3.3.3 Sample Size Determination

Kumar (2002), states that an optimum sample size is one of fulfilling the requirements of
efficiency, representativeness, flexibility and reliability while taking into consideration the
constraints of time and cost. To this effect, acceptable confidence level and true representation of

sample were used by the help of Kothari’s (2004) formula.

IfN 210,000 then, sample n =22 where,
N = population size (2240), North-Addis District motor insurance customers in A.A.
n = size of sample
p= estimate characteristics of the population (0.5), g=1-p
z = confidence level (95%=1.96)
e=level of statistical significance set/margin error (0.05)

n= (1.96)%(0.5*0.5) = 384

(0.05)?

» n (desired sample size) = 384

However, the total population of the study is below 10,000, using the above criteria, the sample
size become,
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: 384 _
Sample = (fn) = == =328this are total sample

2240

3.4. Source of Data
To acquire the relevant data and conducting this study researcher used both primary and
secondary data source and also applied various data gathering tools to triangulation the result.
3.4.1. Primary Data Sources
To conduct this study, primary data is what is the researcher originally collected from the sample
or target population and clients of the company (policy holders) through questionnaires and
interview. The researcher both closes and opens ended questionnaires and unstructured
interviews emphasis on motor insurance service quality.
3.4.2 Secondary Data Sources
To realize the objective of the study, the researcher collected relevant secondary data source
from published and unpublished materials, professional journal articles and different research

books related with the study area.

3.5 Methods of data Collection

For the purpose of data triangulation, the researcher, both primary and secondary data source by
using various data gathering tools and techniques. The primary data collected through
questionnaire, interview and document review, whereas the secondary data collected through
document review.

3.5.1 Questionnaire

To get required data, the researcher used semi-structured (both an open-ended and closed end)
type of questionnaire. The questionnaire had two parts; the first part focused on demographic
information of respondents, while the second part is prepared to get information about motor
insurance services quality and customer’s satisfaction. Pilot test would be conducted 20 non
sampled customers to improve the answerability of the questionnaires and used the feedback
properly. Finally, the researchers distributed questionnaires to sampled respondents to get
relevant data.

Howeve,r out of the 328 questionnaires that were distributed to the sampled policy holders,312
were completed and returned to the researcher with the response rate of 95.12%.
The questionnaire highly focused to shows the relationship motor insurance service quality
dimensions or independent variables (tangibility, reliability, responsiveness, assurance and

empathy) and customer’s satisfaction in Ethiopian Insurance Corporation, North District of Addis
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Ababa. To maximized the reliability and validity of the finding the researcher adapted others
questionnaire and test questionnaire Cronbach alpha. It is > 0.70 the reliability is acceptable.

The questionnaire adapted from Zeithaml, (1988) and the internal consistency test of Cronbach alpha result

given below.

Table 3. 1 Internal consistency test Cronbach alpha result of Zeithaml, (1988)

Their questionnaire Cronbach's Alpha N of Items
Tangibility 4 720
Reliability 5 .830
Responsiveness 4 .820
Assurance 4 .810
Empathy 5 .860
Customer Satisfaction 5 .856
All items 27 920

3.5.2 Key informative interview

Interview involves a series of open ended questions related to motor insurance claim handling
service quality and customer’s satisfaction. The open-ended natures of the questions define the
topics under investigation and provide opportunities to both interviewer and interviewee to discuss
some topics in more detail. To get relevant information, the researcher shall conduct three key
informative interviews from North-Addis District employee and managers i.e. two employee and
one manager. During interview the interviewer shall used sound recorder to collect information
accurately.

3.5.3 Document reviews

The researcher applies systematically analysis motor insurance policy, claim handling service
quality and its procedures and customers profiles if any. Also, the researcher review and collected

different literature for the purpose of cross checking.
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3.6 Method of Data Analysis and Interpretation

This section sought to describe the process and procedures employed to analyze the data obtained
from questionnaire, key informative interview and document reviews. The data collected through
the above techniques analyzed using several methods. The data analysis methods chosen based on
the type of data used and the nature of the research questions and objectives of the study. In this
study, a blend of quantitative and qualitative data analysis methods employed

Qualitative data gathered via interview and secondary sources analyzed through narrative analysis.
Quantitative data gathered via questionnaire processed by using SPSS version 20 and analyzed
through descriptive statistics (frequency, percentage and mean analysis) and inferential statistics
(correlation and regression analyses).

Quantitative data is presented by using ordinary least squares regression model. It helps to indicate
the independent variables (motors insurance claim handling service quality) and its influence on
dependent variables (customer’s satisfaction). Ordinary least squares regression model (OLS)
needs at least one interval scale (dependent variables) and two or more independent variables
Pohlman (2003). This is treated by the formula indicated below.

Y=Bg+B1X1+B,X,+B3X3...+E

3.7 Reliability and validity of instruments

The researcher prepared questionnaire in order to collect essential data from the respondents and
before the actual data collection, the researcher distributed the prepared questionnaire for non
sampled staff customers and service providers as pilot test. By using the pilot test feedback the
researcher improved the clarity and responsiveness of the questionnaire then by using Cronbach
Alpha reliability statistic the researcher checked (acceptable or not) the reliability of the
instruments and the coefficient of the reliability of Alpha, a= 0.889. The result was acceptable and
then the researcher made full scale survey. According to Avolio (1993), the reliability coefficient,
> 0.5 the instruments can be accepted as a reliable and also number approach to 1 the more is its
internal consistency are strong or the reliability is more acceptable. On the other hand, to protect
the issue of validity the researcher followed scientific research procedures, all the questionnaires
adapted from others researchers and the collected data measured by appropriate data analysis

tools.

Table 3. 2 Reliability test
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Types of questionnaire Cronbach's Alpha N of Items
Tangibility 4 872
Reliability 5) .876
Responsiveness 4 881
Assurance 4 .883
Empathy 5 .848
Customer Satisfaction 5 .856
All items 27 889

3.8. Ethical Considerations

To conduct this study ethical consideration is mandatory for researcher. Accordingly, the
researcher preserves and respected all the respondents and also carry out the whole study free from
any judgments and follows scientific procedure throughout the study and every individual who are
involved in this research process was entitled to the right to privacy and dignity of treatment; no
personal harm would be caused to subjects in the research. Moreover, every individual who
supported the researcher to conduct the study and sources of data from which information is
generated will be acknowledged. In general, the following basic ethical considerations are kept to

conduct the study; openness, fairness, disclosure of methods, respect work values and norms of the

respondents; informed willingness of every person who involved in this research.
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CHAPTER FOUR

4. DATA ANALYSIS AND PRESENTATION

4.1 Introductions

This chapter presents the analysis of the research findings obtained from the data collected through
questionnaire using descriptive and inferential statistics in order to examine the effects of motor
insurance service quality on customer’s satisfaction and also to identify which motor insurance
service quality dimension has significant effect on customer’s satisfaction in the case of Ethiopian
Insurance Corporation, North District of Addis Ababa. Descriptive statistics on demographic
information and on the study variables were presented. Pearson correlation and regression analysis
used to answers set objective. The responses were summarized and presented using the below

tables.

4.2. Response Rate

From the total of 328 questionnaire distributed to participants, 95.12% (312) questionnaires were
found completed correctly and used for further analysis and the remaining 6 questionnaires were
not returned as well as 10 questionnaires were found incomplete Mulusa (1990) argue that 50
percent return rate is adequate, 60% is good while 70% and above is very good. In this study
therefore, the response rate is 93.13% which is above the very good rating. Therefore, 96%

response rate was deemed to be over sufficient for data analysis.

4.3 Demographic Characteristics of the Respondents

This section analyses sex, age, qualification and customers years to take services and it would be
better to introduce the respondents profile instead of direct rush to the analysis and discussion.
This is done to understand the respondents profile so as to estimate the accuracy of information

provided by them. Therefore, it is depicted in the table below.

Table 4. 1 Demographic Characteristics of the Respondents

Frequency %
Male 232 74.4%
Sex
Female 80 25.6%
Total 312 100%
15-25 years 14 4.5%
Age 26-40 years 181 58%
41-55 years 117 37.5%
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Above 55 years - -
Total 312 100%
Grade 1- 8 15 4.8%
Grade 9- 12 65 20.8%
Education Status ~ |—2Ploma 1 22.8%
First Degree 130 41.7%
Second degree and above 31 9.9%
Total 312 100%
1- 2 years 91 29.2%
Se.rvice year experience 3- 4 years 116 37.2%
with EIC
5- 6 years 37 11.9%
Above 6 years 68 21.8%
Total 312 100.%

4.3.1 Sex of Respondents

Table 4.1 shows the summary of personal detail of respondents in terms of their sex. Accordingly,
232(74.4%) respondents were male and 80(25.6%) female. Therefore, more male respondents

were found than the female’s one.
4.3.2 Age of Respondents

The researcher takes interest to know the respondents age bracket. Accordingly, it was found that;
out of the total 312 respondents as shown in the table 4.1 above the majority of the respondents,
181(58%) of the total respondents with in the age bracket of 26-40. Next, 117(37.5%) respondents
were the age of within the age bracket of 41-55, and 14(4.5 %) were between 15-25 years.

4.3.3 Respondents’ Educational level

According to the table 4.1 above one easily can understood that most of the respondents 130
(41.7%) have earned their first degree, 71(22.85) were diploma holders and also 65 (20.8%) were
completed 9-12 grade. This indicate that Ethiopian Insurance Corporation, North District

customer have good qualification in relative scene.

4.3.4 Years of customers who received insurance service
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As results of table 4.1 indicate, out of 312 respondents 66.4% of them were less than four years
who received services from Ethiopian Insurance Corporation, North District. Also 43.6% of the
respondents were 5 and above years who got services from the corporation. May be this indicate
that, most of the customers recently joined in the corporations.

4.4 The association between motor insurance service qualities and customer’s
satisfaction

One of the objectives of this study was assessing the relationship between variables. Correlation is
meant for exploring the degree of relationship between two variables in consideration. As a result,
the study assessed the relationship between service quality dimensions (tangibility, reliability,
responsiveness, assurance and empathy) and customer satisfaction. These identified factors
influence were tested below by using Pearson correlation analysis and its coefficient values found
between -1 and 1. In addition, in onset of the correlation analysis it is required to indicate
standards that can be used to label coefficient values as strong, moderate and weak. For instance,
As per Marczyk, Dematteo and Festinger, (2005) correlations of .01 to .30 are considered weak,
correlations of .30 to .70 are considered moderate, correlations of .70 to .90 are considered strong,
and correlations of .90 to 1.00 are considered very strong or perfect relations. The correlation

result and its interpretation found below the table.

Table 4. 2 Motor insurance services and customer satisfaction association

Tangibility | Reliability | Responsive | Assurance Empathy | Customer
ness satisfaction
Tangibility 1
Reliability 7207 1
Responsiven | .075 -.098 1
ess
Assurance 706" 769 -.118" 1
Empathy 453" 438" .080" 4327 1
Customer 3717 788" -270" 757" 4757 1
satisfaction
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**_Correlation is significant at the 0.01 level (2-tailed), all Sig. (2-tailed) significant at 0.000

The above table 4.2 shows that, the relationship between motor insurance service quality
dimension (tangibility, reliability, responsiveness, assurance and empathy) and customer
satisfaction. As indicated in the table above, except responsiveness all motor insurance service
quality dimension have positive significant relationship with customers satisfactions with p-value
= 0.000. However, reliability and assurance have positive and strong significant relationship with
customer satisfaction with high coefficient value of 0.788 and 0.757 respectively. Next to these,
empathy and tangibility have moderate relationship with customer satisfaction with the correlation
coefficient value of 0.475 and 0.371 respectively. On the other hand, responsiveness was
negatively associated with customer satisfaction in the study area (r=-.270, p< 0.05). This indicates
that, service quality of Insurances Corporation is below the customers’ expectation regarding with
responsiveness. Others services were relatively good and positive effects with customers

satisfactions.

4.5 Multiple Regression Analysis and its assumptions

To analysis the collected data the researcher used regression analysis. It is a statistical technique
that investigates the relationship between a dependent variable and specified independent
variables. When paired with assumptions in the form of a statistical model, a regression can be
used for prediction, inference, and hypothesis testing, and modeling of causal relationships (Aron,
1994). However, before going to analyze multiple regressions test results, basic assumptions of
multiple regression analysis are carryout to ensure the reliability and validity of the study. The

results of these tests are shown below.

4.5.1 Normality Test

Regression analysis result should be reliable or trustworthy the variables that are used in the model
are normally distributed. In reality, only the assumption of normally distributed errors is relevant
to multiple regressions. Specifically, considering that errors are normally distributed for any
arrangement of values on the predictor variables (Osborne and Waters, 2002). When histograms
are close to zero it is assumed that the data is normally distributed for the dependent variable.
However, when skewness and kurtosis are not close to zero and the histogram does not appear to

have a normal distribution. According to the information in figure 4.1 below indicated that the
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skewness and kurtosis are not far from zero or between them the zero value is indicated. Thus, the
result assured that the distribution is normal for this study.

Histogram

Dependent Variable: Customer Satisfaction
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Figre 4. 1 Histogram regression of standardized residual of customer satisfaction.

4.5.2 Multi-Co linearity Test

The presence of multi -colinearity was coming from the existence of two or more highly correlated
predictor’s variables or non-related variable existence in the regression model.  Severe multi-
colinearity problem occurred during perfect correlation between two or more predictors. The
existence of Multicollinearity detected by tolerance values and variance inflation factor (VIF)
result. As a result, the researcher checked the colinearity problem with the assumption of tolerance
and VIF statistics. The tolerance values of all independent variables and the Variance inflation
factor are above 0.1 and below 10 respectively which indicates there is no multi-collinearity
problem (Keith, 2006 and Shieh, 2010). It seems from these values that there is not an issue of
multi-colinearity problem between the predictor variables. Thus, the multi-colinearity result of this
study as indicated in table 4.3 below confirmed that there is no problem of multi-colinearity since

the value indicates between one and ten.

Table 4. 3 The Multi colinearity test distribution result

Model Colinearity statistics Remarks

Tolerance | VIF
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Tangibility .642 3.557
Reliability .563 4.775
Responsiveness .825 2.213
Assurance .605 3.653
Empathy 763 2.310

No Multi-Co-
llininearlity

Source :- Own field survey (2020)

4.5.3 Homoscedasticity test

Homoscedasticity errors are generally assumed to have an unfamiliar but finite variance that is
constant across all levels of the predictor variables. This assumption is also known as the
homogeneity of variance assumption. When the variance of errors differs at different values
heteroscedasticity is indicated. According to Berry, Feldman and Stanley (1985), slight
heteroscedasticity has little effect on significance tests. Heteroscedasticity is indicated when the
residuals are not evenly scattered around the line (Weisberg, 2005). As we have seen in figure 4.2
below, it can be assured that the point is random and evenly throughout the scattered diagram and
no evidence of funnel-like the shape of points on one side than the other is observed, so no

heteroscedasticity in the data is confirmed.

Scatterplot

Dependent Variable: Customer Satisfaction

Regression Standardized
Predicted Value
(]
|

Figure 4. 2 Scatter Plot of regression of standardized residual of dependent and independents

variables
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Regression Standardized Residual
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45.4 Linearity Assumptions

Linearity defines the dependent variable as a linear function of the predictor (independent)
variables (Darlington, 1968). Standard multiple regression can only precisely estimate the
relationship between dependent and independent variables if the relationships are linear in nature.

The relationship between independent variables and the dependent variable is not linear; the results
of the regression analysis will underestimate the true relationship. Mostly normality of residuals
can be checked with a normal p-p plot. The plot shows that the points generally follow the normal
(diagonal) line with no strong deviations. This indicates that the residuals are normally distributed.
According to the information in figure 4.3 below indicated Normal P-P Plots show that this
assumption had been met for this study.

Normal P-P Plot of Regression Standardized Residual
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Figure 4. 3 : Normal P-P Plot of dependent variable customer’s satisfactions

4.6 Regression analysis result and hypothesis test

After meeting regression assumption; the researcher began analysis of the regression result to
depict the effects of motor insurance service quality on customer’s satisfaction in the case of
Ethiopian Insurance Corporation, North District of Addis Ababa. In this part of the study the
researcher tested intended hypothesis and carry out regression analysis.  Hypothesis test was
employed by multiple regressions to test the effect of independent variables (tangibility, reliability,
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responsiveness, assurance and empathy) on dependent (customer satisfaction) and also to
determine to what extent predict the variable. Table 4.4, below shows, SPSS result and research
hypothesis test. Based on the finding, except responsiveness all of the independent variables were
statistically positive significant effects on customer’s satisfaction. To explain in detail  all

intended tests and discussion given bellow.

Table 4. 4 multiple regression output.

Model Summarya

Mode R R Square | Adjusted R Square Std. Error of the Estimate
I
1 .784° .614 .608 .35508
a. Predictors: (Constant) tangibility, reliability, responsiveness, assurance and
empathy
b. Dependent Variable: Customer Satisfaction
ANOVA?

Model Sum of Squares | df | Mean Square F Sig.

Regression 150.220 5 30.044 97.510 .000"
1 Residual 94.282| 306 .308

Total 244502 311

a. Dependent Variable: Customer Satisfaction
b. Predictors: (Constant), tangibility, reliability, responsiveness, assurance and
empathy

Coefficients?
Model Unstandardized Standardize T Sig.
Coefficients d
Coefficients
B Std. Error Beta
(Constant) 521 .359 1.449 .148
Tangibility 193 .062 1.489 .005
.166
Reliability 544 .052 493| 10.417 .000
Responsiveness -.232 .049 -187| -4.792 .000
Assurance .391 .045 .398 8.724 .000
Empathy .253 .048 .245 1.108 .002
a. Dependent Variable: Customer Satisfaction
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Table 4.4 presents the summary of the model which states customer satisfaction as a function of
responsiveness, tangibility, assurance, reliability and empathy. Based on the above model
summary R square value indicated that the independent variables explained the dependent variable
(customer satisfaction) by 0.614. This result implies that service quality of motor insurance
accounted for 61.4 percent of the variance in customer satisfaction. So, Service quality variables
explained the customer satisfaction by 61.4 percent.

ANOVA tells overall goodness of fit of the model. As depicted in the ANOVA table 4.4 above the
significance value of F statistics is 0.000 which are less than 0.05. This also shows that there is a
significant relationship between the dependent and independent variables at 1% level of

significance.

Table 4.4 above revealed that, except responsiveness all motor insurance service quality
dimensions of the independent variables (tangibility, assurance, reliability and empathy) have
statistically positive effects on customer satisfaction in Ethiopian Insurance Corporation, North
District of Addis Ababa. However the degree of effects within the variables varies as it can be seen
the table above. Particularly, reliability and assurance have statistically moderate and positive
significant effect on customer satisfaction with the value of f = 0.544 and 0.391 respectively.
From those variables reliability has strong effect on customer satisfaction in North District of
motor insurance provision. Moreover, empathy and tangibility have statistically significant
positive effects on customer satisfaction with the value of B = 0.251 and 0.193 respectively.
However, tangibility has insignificant effects on customer satisfactions (p =0.05). On the other
hand, responsiveness has statistically significant negative effect on customer satisfaction with the

value of p=-0.232. These results are agreed with the correlation analysis table explained above.
Hypothesis test

Based on the above finding all of the independent variables were positive association with
customer’s satisfactions and all test given bellow.

In addition, the open ended questionnaire finding shows that, the claim handling and service
provision of the insurances during accident was relatively good in accordance with most
respondents. However, there are problems during claim handling and service provision in
Ethiopian Insurance Corporation, North District of Addis Ababa. Most participant agreed factors

were absence of timely responses or services (during accident, maintenance, biding, incidence
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checking or observation...) and crane to uplift motors timely. Some of the participants believed
that, poor systems and its service provision, less value/ emphasis for customer, absence of modern
technology (crane), the occurrence of promises and action gap and poor checking practice insured
motors were the other challenge and reducing factor for customer’s satisfactions in North District
of Ethiopian Insurance Corporation.

The participants also recommended improving claim handling and service provision in the
Corporation. According to them, the corporation should be establish smart claim handling and
service provision systems and provide service timely with communicative approach, the service
provision should be supported by modern technology (crane), provide service based on promise or
set standards, gives values for their customers, improve the practice of timely response and

develop insured motor management in all times.

The interview participants also support the above facts. According to them, the corporation service
quality has improved through time and averagely satisfied the existing customer. The corporation
was reliable insurance and provides services in affordable prices. Sometime due to bid process,
poor understanding of customer towards agreement and absence of officer and input delayed

service as an expected.

4.7 Discussion

In recent times the profitability and sustainability of business were linked with the satisfactions of
customer with service provision. As a result money firms give first priority for their customers to
retain and attract them. In relation to this, the study examine effects of motor insurance service
quality on customer’s satisfaction and discussed incomparable with others research finding.
Findings from the study show that, all independent variables (responsiveness, tangibility,
assurance, reliability and empathy) have statistically positive effects with customer satisfaction in
Ethiopian Insurance Corporation, North District of Addis Ababa. Particularly, reliability and
assurance have statistically moderate and positive significant effect on customer satisfaction with
the value of B = 0.544 and 0.391 respectively. From those variables reliability is greeter effects/
influence on customer satisfaction in North District of motor insurance provision. Moreover,
empathy and tangibility have statistically significant positive effects on customer satisfaction with
the value of B = 0.251 and 0.193 respectively. On the other hand, responsiveness has statistically

negative significant effect on customer satisfaction with the value of = -0.232.
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In addition, the open ended questionnaire finding shows that, the claim handling and service
provision of the insurances during accident was relatively good in accordance with most
respondents. However, there are problems during claim handling and service provision in the
study. Most participant agreed factors were absence of timely responses or services (during
accident, maintenance, biding, incidence checking or observation...) and crane to uplift motors
timely. Also, poor systems and its service provision, less value emphasis for customer, absence
of modern technology (crane), the occurrence of promises and action gap and poor checking
practice insured motors were the other challenge and reducing factor for customer’s satisfactions

in North District of Ethiopian Insurance Corporation.

The others research studies finding discussed below in comparable with the study. According to
(Fasil, 2009) all service quality dimensions have positive and significant impact on customer
satisfaction in Ethiopian insurance industry. Likewise, Helen (2017) research finding shows that
all the five service quality dimensions are positively related with customer satisfaction regarding
with Oromia Insurance Company. Assurance shows the strong positive relation with customer
satisfaction. The result also indicates that the overall service quality perceived by consumers was
not satisfactory meaning expectations exceeded perceptions and all the dimensions showed higher

expectations than perceptions of services.

According to Nabutse (2018) research findings, weak underwriting standards form the highest
challenge in management of General Insurance claims in Kenya. At the same time, there is a high
level of fraud in the Kenyan General Insurance Industry. It is clear that claims departments are
more likely to find it necessary to investigate a claim when circumstances of accident are unclear
and when vehicle is not valued prior to commencement of cover. Claimant advocates and
agents/brokers are the ones highly used to perpetrate fraud. Moreover, delay in reporting a claim

and high work load of staff were the main factors found to contribute to delay in claim payment.

Moreover, Nebo, G. N., & Okolo, V. O. (2016) studies and its findings show that, these are:
prompt settlement of claims, quality insurance products, fair premium, prompt attendance to
customer complaints, timely communication of policy renewal notices, thorough explanation of
policies, explanation of product benefits and understandable policy documents. Third, the
strategies used by insurance firms had a significant influence on the performance of the insurance
firms (R2=0.766, P < 0.001 at 5% significance level).
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On the contrary, Yetnayet, (2017) research finding shows that, all the service quality dimensions
showed a negative confirmation result indicating that the service quality at Nyala Insurance Share
Company is below the customers’ expectation. Moreover the study indicating that customers of

Nyala Insurance Share Company are less satisfied by its service.

In Addition, Yosef (2018) has conducted a study on the effect of motor insurance claim
management on customer satisfaction at EIC. The research results indicated that there is a
statistically significant correlation between customer satisfaction and motor insurance claim
management processes regarding with ‘claim reporting’, ‘response to a claim’, ‘towing damaged

vehicle’ ‘damage assessment’ and ‘repair handling.

Again, the research conducted by Solomon (2014) focused on the assessment of customer
satisfaction on motor insurance services: the case of EIC. The research finding shows that the
majority of customers were not satisfied with the service delivery of EIC.

As a result, insurance services of the study area relatively good but needs more attentions to

satisfied customers in work place.

CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
This chapter gives a summary of the findings, conclusion, and recommendations of

the study. It also highlights suggestions for further research.

5.1 Summary of the Research Findings

This study major purpose was to examine the effects of motor insurance service quality on
customer’s satisfaction in the case of Ethiopian Insurance Corporation, North District of Addis
Ababa. Moreover, the study examines the effects of service quality dimensions namely

tangibility, assurance, responsiveness, reliability and empathy effects on customer satisfaction.

To meet this, the researcher used explanatory and descriptive research design with mixed research
approach; quantitative and qualitative research approach. Moreover, data were gathered from 312

respondents and the results are presented as follows:
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This study finding shows, in Ethiopian Insurance Corporation, North District of Addis Ababa
there is unequal sex distribution of customers; 232(74.4%) male and 80(25.6%) female.
Academically, majorities (50.6%) of the respondents/customers have a degree and above, they are
crucial effect for this study result. On the other hand, 58%) of the total respondents were found
with the age bracket of 26-40 years. Further, majority (66.4%) of the customers/respondents were
less than four years who received services from Ethiopian Insurance Corporation, North District.

According to Pearson correlation and regression result, except responsiveness all others motor
insurance service quality dimensions (tangibility, assurance, reliability and empathy) have
statistically positive effects with customer satisfaction with some degree of variations.

Particularly, reliability and assurance have statistically moderate and positive significant effect on
customer satisfaction with the value of B = 0.544 and 0.391 respectively. From those variables
reliability is greeter effects/ influence on customer satisfaction in North District of motor insurance
provision. Moreover, empathy and tangibility have statistically significant positive effects on
customer satisfaction with the value of f = 0.251 and 0.193 respectively. On the other hand,
responsiveness has statistically negative significant effect on customer satisfaction with the value of
p=-0.232.

The model summary of multiple regression revealed that, responsiveness, tangibility, assurance,
reliability and empathy explained 61.4 % of the variation in customer satisfactions. . As depicted in
the ANOVA table the significance value of F statistics is 0.000 which are less than 0.05. This also
shows that there is a significant relationship between in customer satisfactions and independent

variables; those are mentioned above.

In addition, the open ended questionnaire finding shows that, the claim handling and service
provision of the insurances during accident was relatively good. However, there are problems
during claim handling and service provision in North District of Addis Ababa. Most participant
agreed factors were absence of timely responses or services (during accident, maintenance, biding,
incidence checking or observation...) and crane to uplift motors timely. Some of the participants
believed that, poor systems and its service provision, less value/ emphasis for customer, absence of
modern technology (crane), the occurrence of promises and action gap and poor checking practice
insured motors were the other challenge and reducing factor for customer’s satisfactions in North

District of Ethiopian Insurance Corporation.
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The interview participants also support the above facts. According to them, the corporation service
quality improved through time and there is a moderate level of customer satisfaction. The
corporation was reliable insurance and provides services in affordable prices. Sometime due to
bid process, poor understanding of customer towards agreement and absence of officer and input
delayed service as an expected.

5.2 Conclusion

This study shows that the effects of motor insurance service quality on customer’s satisfaction. .
According to regression result, except responsiveness all others motor insurance service quality
dimensions (tangibility, assurance, reliability and empathy) have statistically positive effects with
customer satisfaction. The correlation analysis also indicates that except responsiveness those
factors have positive relationship with customer satisfaction.

Therefore in motor insurance service quality highly influence customer satisfaction in North
District of the corporation.  From this it was concluded that, motor insurance service quality
increased customer satisfaction also increases except responsiveness or there is directly
relationship the independent variable (tangibility, assurance, reliability and empathy) and

dependent variables customer satisfaction.

The reliability dimension of service quality is greater effect on customer satisfaction. Than general
assurance and empathy have statistically positive significant effects customer satisfaction. On the

contrary, responsiveness has statistically negative significant effects customer satisfaction.

On the other hand, the claim handling and service provision of the insurances during accident was
relatively good based on open-ended questionnaires and interview participants. The challenge that
are faced were absence of timely responses or services and crane and also poor systems and its
service provision, less value/ emphasis for customer, absence of modern technology (crane), the
occurrence of promises and action gap and poor checking practice insured motors were the other
challenge and reducing factor for customer’s satisfactions in North District of Ethiopian Insurance

Corporation.

From this research result, to enhanced customer satisfaction all responsible bodies or service
providers have more cooperation to provide to established smart systems and provide quality

services timely.
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5.3 Recommendations

The recommendation parts of the study forwarded on the basis of the above summary of finding
and conclusions.

According to the finding  motor insurance service quality dimension (tangibility, assurance,
reliability and empathy) was directly relationship with customer satisfaction. In other words, they
are statistically positive and significant relationship with customer satisfaction. Specifically pay
and promotion policies have greater impacts and strong negative relationship on employee
affective commitment, hence Addis Ababa North-Addis district office revisited Pay and promotion
policies and its practices to reduced organization politics influence.

Reliability and assurance have statistically moderate and positive significant effect on customer
satisfaction hence the corporation used this advantages to improved customer satisfaction. Also,
empathy and tangibility have statistically significant positive effects on customer satisfaction. This
variable needs attention to maximized customers satisfaction so the corporation gives priority for
these issues. On the other hand, responsiveness has statistically negative significant effect on
customer satisfaction. This mean provided services regarding with responsiveness were below
customer expectations. As a result all corporation body give strong emphasis for timely service
provisions for insured customers. This indicates that, customer satisfactions are highly victimized

by motor insurance service quality dimension responsiveness.

This finding supported by open ended questionnaire and interview participates. According to them
absence of timely responses or services and crane and also poor systems and its service provision
influenced customer satisfaction in the corporation. Therefore North District of Ethiopian Insurance
Corporation and responsible body provide quality services by the help of smart system and modern
technology support. Also, all staff members and implementers give high attention for customer

satisfactions or reduced or alleviate high workplace challenges to improved customer satisfaction.

Also, participants recommended that, the corporation should be established smart claim handling
and service provision systems and provide service timely with communicative approach, The
service provision support by modern technology (crane), provide serviced based on promise or set
standards, gives values for their customers, improved the practice of timely response and

develop insured motor management in all times.
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Finally, the researcher recommends for further investigation focused on motor insurance service
quality dimension and its influence with customer satisfaction; included with additional issues; that

are preconditions of motor insurance service provision like insurance agreements.
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SCHOOL OF GRADUATE STUDIES
DEPARTMENT OF BUSINESS ADMINISTRATION (MBA)

Questionnaire to be completed by motor insurance customers

Dear Respondents:-

The main objective of this study is to examine the effects of motor insurance service quality on
customer’s satisfaction in the case of Ethiopian Insurance Corporation emphasizing on insurance
claims handling service quality in North-Addis District of Addis Ababa. The questionnaire has
four parts: part one includes questions related to the respondents’ biographic information; part two
is about opinion on motor insurance service quality; part three is about customer satisfaction and
part four is the way forward. Your genuine and complete answers have great input to the
outcomes of the research. Therefore, the researcher is kindly asking you, to give valid responses to
the questions below. Your answers you provide on each paper will be used for research purpose
only. The information generated in the study will remain confidential. Hence, you are not required
to write your name and provide other personal information. The survey will take 15 minutes to

complete. I thank you very much for your willingness to participate in the study.
Thank you in advance for your cooperation!

Instruction one: Answer the following questions by choosing the appropriate alternative and tick

mark (v") on the space provided.
Part I: General/ biographic information

1. Sex: 1) Male [ 2) Female [
2. Age: 1)15-25, [ 2) 26-40, [ 3) 41-65 [ 4) above 65 [J
3. Level of education
1) Grade 1-8 [ 2)  Grade 9tor2 3) DiEma
4) First Degree Second degree and above
4 For how many years have you used the company’s insurance services?

1) 1-2years [ 2)3-4 years [ 3) 5-6years [ 4) above 6years [
Part 11: Motor insurance service quality
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This section aims to measure the company’s motor insurance service quality. The scale has five

dimensions namely tangibility, reliability, responsiveness, assurance and empathy. Thus, indicate

the extent to which you agree or disagree on the statements using a seven point Likert scale (1-

strongly disagree, 7- strongly agree). Put a tick mark (v') on the appropriate response boxes in

front of the statements.

(1= strongly disagree 2= disagree 3 = partially disagree 4 =Neutral, 5= Partially agree, 6=Agree, 7

= strongly agree)

Service measurement and its
item description

Strongly
disagree

(1)

Disagree

)

Partially
Disagree

(3)

Neutral

(4)

Partially
Agree
()

Agree
(6)

Strongl
y agree

(7)

1. Tangibility

Q1 corporation has up-to-
date equipment

Q2 corporation physical
facilities are visually

appealing

Q3 corporation

employees are well
dressed and

appear neat

Q4 The appearance of the
physical facilities of
corporation is in keeping
with the type of services

provided

2. Reliability

Q5 When corporation
promise to do

something by a certain
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time, it does so

Q6 when you have problems
corporation is sympathetic
and reassuring

Q7 corporation are
dependable

Q8 The corporation provide
its services at the time it
promises to do so

Q9 The corporation keeps its

records accurately

3. Responsiveness

Q10 corporation does not tell
customers exactly when

services will be performed

Q11 you do not prompt
service from corporation

employees

Q12 employees of the
corporation are not always

willing to help customers

Q13 employees of
corporation are too busy to
respond to customers’

requests promptly

4. Assurance

Q14 you can trust

employees of the corporation

Q15 you feel safe in your
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transactions with corporation

employees

Q16 employees of the
corporation are polite

Q17 employees get
adequate support from
corporation to do their jobs
well

5. Empathy 1 2 3 4 5 6 7

Q18 corporation does not

give you individual attention

Q19 employee of corporation
does not give your personal

attention

Q20 employee of
corporation does not know
what your needs are

Q21 corporation does not
have yours best interests at
heart

Q22 corporation does not
have operating hours
convenient to all their
customers

Part I11- Customer satisfaction

This part of the survey attempts to measure your level of satisfaction on the company’s motor insurance
services. Thus, indicate the extent of your satisfaction using a seven point Likert scale (1- strongly disagree,
7- strongly agree). Put a tick mark (v") on the appropriate response boxes in front of the statements.

(1= strongly disagree 2= disagree 3 = partially disagree 4 =Neutral, 5= Partially agree, 6=Agree, 7 =

strongly agree)
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Customer Satisfaction Strongly | Disagr | Partially | Neutral Partially | Agree | Strongl
disagree ee (2) | Disagree | (4) Agree (6) y agree
1) ®) ®) ()

In most ways the service
level of the company close
to my expectations

The service conditions of
the company are excellent

| am satisfied with the
service of the company

So far | have gotten
important services when in
joined the corporation

In most ways the Service
level of the company is less
than my expectations

This part is adapted from (Frehiwot, 2016) and cited with (Zeithaml, parasuraman and Berry,

1990)

Section four: The way forward

Please answers the following questions by writing on the space provided.

1) In your opinion, how do you describe the appropriateness of the way the insurance company

provides services in the event of a car accident?

2) What are the obstacles or challenges in the service provision process and implementation of

vehicle insurance?

3) What remedial action should be taken to address the limitations of the insurance service

provided by the company and increase your satisfaction? Please explain in detail?

Thank you!
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Anex Il Interview questions

ST MARY UNIVERSITY

SCHOOL OF GRADUATE STUDIES
DEPARTMENT OF BUSINESS ADMINISTRATION (MBA)

Interview questions

1. How do you see motor insurance practices/overall work conditions, duration of customers,
/of the corporation? In yours opinion, the corporation intended objective successfully
achieved regarding with customers satisfaction and the provision of quality service? Please
discuss in details?

2. What are the major tasks to retain and attract customers in yours corporations also
discusses the corporation mechanism to satisfied customers?

3. What are the major challenges in the provision of quality service and customers
satisfactions?

4. What are the possible mechanisms to improved motor insurance services and customers
satisfactions in the corporation? Please discuss in details?

Thank you!
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Anex 111 Amharic Versions questionnaires

0Pt “1689° LUiCOL
PLHIN ALTLLOTENT FIPVCT nRA
LVl PLd TCUI®

£2v aomee PLPA@- NHC a70-¢70 L0EF NF 1o-

LV aomLd NP0 21409°  RUNCAA ANHIN ALTLLATETT  TVCT AGA ALVL 9°L
[7IHCH 8.4 91908 TSP AU AZTHIET 1@ oom@eI® hét nGAT Lot AT WILE
PovlB A6 PTT  Ph@@T Fent UAFE PG AT WIANTINT TR O0EE PRIINGT
ACNIT AS  WetE @LAT oofl1 LACT@®F T8¢T AL P91.emiTr  ST@::  DALIY® ACHL
LVFr oom@P (FTIAG  IAR (P oodhir hI°A-AT  CTGE7 907 0Fahd ATIahT 2484
PULAMT ool B nTGE @6n, AdA AATT AL@AT": PULOAM-T avlB N7LOAMC SMNPA:: aomBdT
N5 L¢P A LmSE: MTHOI° 12 AL NPT avie hLNLNTL I BUTE aomed
Aaoao-A TG TGk AcoA+G 4 PLE AAPT 1MYI° haoA 750D

NRA A2%: PoolB (R PT hMPAL avlF

aoaulf W3 -4 P40 TEELPTF MTINN he s a%14-6+T avhhd TFanAF @7 (ooI LT
0@ 030 AL fx @RI ¢(V) ANt N710daoT LaoA(-?

A1) o3& O 2) At O
A9 1) ni15-25 1 2) h26-40 I 3) 41l 4) h65 MAG [
PIIUCT L5

1) h1-85 heA I 2) h9-125° heA [ 3) 8. Th-o7 O

4) PaoBavs® 894 ] 5) UNEE 874 (FINEC) AS  hHLE DAL O

A°7 £l I PIPT CLCEE AT AININT aom$b9I® hEavs.?

1) 1-2 900+  [2) 34 9ao+  [) h5-6 oot 4B Go0T NAL ]
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NEA AR PTG ATRGTh PAIAINT T PUL400

aoavl @ UE: 2V NEA ChTem T PG AN WA Té Aoopanl Paoo Y-
PlhI® AP0 ANLEPT AST AINIT Fan0E 1 (Tangibility )? +975%F (Reliability) ®
°AT AONMT (Responsiveness)?  AC?mM7rT (Assurance) ASG PaolST h®9°  (Empathy)
STm:: GV9° AN 1PN PAThCT (Likert) QA A% C440 AP7 PPLN@7 DA
070 Aeodnt® C7LNTToo-( 7 ®LI° PUIRNTTIooN1TF  LLE hov AR PE Ll AbsT
WtPaom@- 02 NF AL ¢(\) °ART N99L47 °ATL T gam:: (1 = NMI° AANSToT9° 2
AANTTOT9° 3 = MhdA  AANTTU19° 4 = IANTE T 5 = NhdA ANTI7IAU- (6
ANTTTIAY- T 7 = NMY° ANCI7TAUY)

PAINTINT Tl omIAm DTG | 0M9° | AANTI97 | (hé-A WMAE | DhdA | ANPT99 | nage
ANL 2T AADDI9Y | 90 (2) | addTIen | (4) a099990 | Av- (6) | ANTI7IA
7 (1) 7 ) U~ (5) ) (7)

5. tem0e'rt- (Tangibility )

Q1 hCZ7 &M HooGP
o LePTF Wit

Q2 hC7 60T
CILMPIVT D avIN1E P T

Q3 ¢hC7 &l N t+TT
anana -HMS 78V -

Q4  hCZ &N WININT
PILATOF@- avALe LT
hLOm T AN TN R
AC 7L 1o

6. +%°7irt (Reliability) 1 ) 3 4 5 6 7

Q5 hCZ 60 PA NM@-
ao( T WINTNET BATMA
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Q6 TIICT AL Tav-
hC7 &0 TS 0HPANT
U TIACT W14%.40k
E£LCIN

Q7 hCZ7 &7 NAINDNT
ANNm- A0t -

Q8 hCZ & +A M0+
OP T WINIET LANA

Q9 hC7 &l avlBPT7
0-FahA SEHA

7. AN AONT

(Responsiveness)

Q10 hC7 &0 1N TN1T7
oo’ oo’ ATLOLAT N Fhhd
ALINTT hfLA@m-PI°

Q11 PhC7 & W% T
4MT WA hLOAMI®

Q12 ¢hC7 6N WetaF
LMNETF7 AaoCST U-ALH
b PLTET hRLAI®

Q13 ¢?hC7 b 0T
ALTNGET 4M7  9°AT
Aot NNé TMI°LPA

8. ACImM71t (Assurance)

Q14 ¢hC7 &N WetTTTF
AZ°r PULMAVF- ST

Q15 ahC7é0r (T 2C
992471 C0é VTR MG
ST

Q16 PhC7 6N Wet3F
an e Far 907 STo-

Q17 WetET re-Fay
N7¢ U3 AT8.£050
hhC7 60 0 &9 L1540

5. PavlSt A®9° (Empathy)
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Q18 hC7 &0 A2001/
ALING  ThrdF ALATI®

Q19 ¢hC7 &0 wesT
AT\ T8LP Tl
ALATI®

Q20 PhC7 &N Wi tsT
GNP 9°F AL
hLD-I°

Q21 hC7 &N PCOPY
SATE 7LD A hLLSI°

Q22 hC7 &N AU-A9°
LINGETF  Pooo T 4 NG
fhAm-9°

neA Ohl-

aoanl, @ O(11i- 8D

LT AChS

19t hfh
AIL%%.000N  Acoit OV

PIHC AHTCM WIAMCRT AL PLHE® AChH 93
PPLN@? A 0L toodnt@- PULATTooNTT @8I0
LLE hoo N, P Lt Abt

P99 8,000\ F7 Nteoomm- 0L 0F AL P(\) ANt
M99 9°ATILT Lam:: (1 = NMY° AANPT299° 2 = AANTT979° 3 = NhdA  AANTTI79°
4 = 1NFE T 5 = MhdA ANPI7IA0- T 6 = ANTT99AU- 7 = 9" ANYT179AUY)

PLHMNE hCh NMg° | AANTT | héA MATE | héA | AdeT97 | nmge
(ClEomerS s tection) ANOTTTT | 9190 | AAOT17T | (4) ANTIUI0 | Av- (6) | AN
77 (1) @ |7 © U- (5) av)

(7)

Q 23 ¢99.0TH 1 Pha3ré0
WA TS Pt
+aoMF ar

Q 24 P&CE+E PAINETN
KIA70T AONDT NN
T¢ -

Q25 N&CPE PAIMETO
WA AOTYE AlhFAU-

Q26 ha e £CPk
I2C NNeH $23 mPo,
WIA2NTT7 ATFAU-

Q27 0Nt 11¢CT PHY
AHEEIN AN
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AT
LLA h79°t 03T 10

NG hél:  OLET avfli1 PAVEDF 4T AL PULEMITT

avavd® héTi- A%LhvEaT TEEPT A78 hnfP P T A CS 100 ovAh LOar

1) NACNE ALJ PHANCHS hLIPT NTLLCANT OP T PA TG ECEE  AIADNT
AaodM T POLMENTT avFIe AUTFT AT LIAGTA  NHCHC BINO? meemmmeemmee

2) M@ aoALF AN, PP PHANCS PAHGIN AIATNT ATITIT T
NTLeLCONT @ aoAShA OBI° +I8CT POLP 140T7 BHCHE?

1) NECEE PLAMMD: PATNCGTN  WIADNT AL POLOHPA @-OT1IPTT Aoog G
PACONLT AChF NG ATILLTD 9°7 9°77 Cooqitdhy, ACP®E ao@O& AANT? NHCHC

ASa00 79N 7!

58



59



