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Abstract 

With the entry of so many players in the field and the consequent competitive activism, the entire gamut of the service 
sector is witnessing a multi-dimensional, purposeful, consumer-friendly approach, shedding off the lethargy that had 
come to be associated with the sector. One of the leading insurance companies of the service sector, Life Insurance 
Corporation (LIC) of India has experienced an equally profound impact of competition. One of the greatest challenges 
forcing the life insurance player is to differentiate its services through quality improvement. The aim of paper is to test 
the reliability and to examine the dimensionality of SERVQUAL instrument in the life insurance sector. Besides, the 
study has identified deficiencies in the specific areas of service quality where concentrated efforts are required to be 
made. Data has been collected from 337 customers from three cities of Punjab to know their perceptions and 
expectations level at seven point Likert scale towards service quality of LIC. The findings of the study indicate that the 
gap scores do not merge into five dimensions of service quality; rather, the perception scores merge into three 
dimensions. Evidently, SERVQUAL instrument cannot be applicable to the Indian life insurance sector and further 
research is necessitated to comprehend the service quality within the Indian context.  

Keywords: Service quality, Life insurance, SERVQUAL, Dimensionality 

Introduction 

Quality is one of the competitive priorities which have migrated from the literature of manufacturing strategy to the 
service arena (Pariseau and McDaniel, 1997). In the service sector, the quality of service, one of the most dominant 
themes of research in services, has become a strategic instrument for firms since 1990s (Fisk et al., 1993; Donnelly et 
al., 1995). Customer perceives services in terms of its quality and how satisfied they are overall with their experiences 
(Zeithaml, 2000). According to Timmers and Van Der Wiele (1990), satisfying the customer is not enough: there is a 
compelling need to delight the customer if a competitive advantage is to be achieved. The key to sustainable 
competitive advantage in today’s competitive environment lies in delivering high-quality service that result in 
satisfied customers (Shemwell et al., 1998). In fact, service quality has become a great differentiator, the most 
powerful competitive weapon which many leading service organizations possess (Berry et al., 1985).  

Service sector has produced approximately two-thirds of worldwide GNP from twenty first century (Kara et al., 2005). 
In the huge service sector, insurance sector is one of the most important entities which has been growing relatively fast 
in India. In a period of half century or less, the insurance sector in the country has undergone roundabout movement, 
from being an open competitive market to full nationalization, and then back again to a liberalized market, in which 
private players and public sector companies are operating on a level playing field. At present there are twenty three 
players in the Indian life insurance industry out of which Life Insurance Corporation (LIC) is one of the leading public 
companies, holds largest number of policies in the world to suit different financial requirement of an individual. LIC 
stands for trust and is servicing 270 million policyholders in India and abroad (www.licindia.in).  
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With a greater choice and an increasing awareness, there is a continuous increase in the customers’ expectations and 
they demand better quality service. As a result, LIC and private players are competing with each other in each and 
every aspect of their functioning i.e. from product designing to the settlement of claims and ensuring benefits to the 
Indian customers. Sherden (1987) laments that high quality service (defined as exceeding “customers’ expectations”) 
is rare in the life insurance industry but increasingly demanded by customers. According to Siddiqui et al. (2010) in 
the life insurance sector, most of the companies have equivalent offerings and establishing better service quality may 
be the only way of differentiating itself from the others. Such differentiation can yield a higher proportion of 
consumers’ choices, and hence mean the difference between financial success and failure.  

In spite of the growing importance of service quality (Qualls and Rosa, 1995), it remains an abstract and elusive 
construct that is difficult to define and measure (Carman, 1990; Crosby, 1979; Gravin, 1983; Parasuraman et al., 1985, 
1988; Rathmell, 1966). In the empirical literature, there are many alternative service quality models and instruments 
developed for measuring service quality. SERVQUAL instrument developed by Parasuraman et al. (1988) is one of 
the most pre-eminent and widely used instruments for measuring the service quality as perceived by the customers. 
Numerous scholars (Ovretveit, 1993; Yang, 2003; Sinclair and Zairi, 1995; Silvestro et al., 1990) have emphasized the 
importance of service quality measurement, as it judges not only the external perceptions but also the real 
effectiveness of an organization operation. As a matter of fact, the invaluability of service quality as a marketing force 
in the ever-growing competition in the life insurance sector can never be overemphasized. Although, service quality is 
found rich in empirical studies on different service sectors hardly any study has yet been conducted to assess the 
dimensionality of SERVQUAL instrument in the life insurance sector from the Indian context. Hence, to make up for 
this lack, the present study is conducted to test the reliability and to examine the dimensionality of SERVQUAL 
instrument in order to better approach this instrument to measure service quality of LIC of India. Furthermore, using 
data from customers, specific areas have been identified in which quality improvement is an essential requisite. 
Consequently, quality improvement strategies have been recommended for LIC to improve its services productively. 

2. Literature Review  

Parasuraman et al. (1985) revealed ten dimensions viz., tangibles, reliability, responsiveness, competence, courtesy, 
credibility, security, communication, understanding, and access in the original model of service quality. But in the 
subsequent study of Parasuraman et al. (1988), these ten dimensions were condensed into five viz., tangibles, 
reliability, responsiveness, assurance, and empathy. This led to the development of a 22-item SERVQUAL scale for 
measuring service quality. According to the SERVQUAL scale, service quality can be measured by identifying the 
gaps between customers’ expectations of the service to be rendered and their perceptions of the actual performance of 
the service. It is the most frequently used model to measure service quality (Mattson, 1994) and made to be used by 
services organizations or industries to improve service quality (Parasuraman et al., 1988). Obviously, the 
SERVQUAL instrument has been used to measure service quality in various service industries which included health 
sector (Babakus and Boller, 1992; Carman, 1990; Bowers et al., 1994;  Headley and Miller, 1993; Lam, 1997; 
Kilbourne et al., 2004); retailing (Teas, 1993; Finn and Lamb, 1991; Tsai and Huang, 2002; Naik et al., 2010); 
banking (Lam, 2002; Zhou et al., 2002); hospitality (Mey et al., 2006; Spreng and Singh, 1993); sports (Kouthouris 
and Alexandris, 2005); telecommunications (Van Der Wal et al., 2002); and information system (Jiang et al., 2002; 
Carr, 2002). In addition, there have been several contextual studies (Stafford et al., 1998; Leste and Vittorio, 1997; 
Westbrook and Peterson, 1998; Mehta et al., 2002; Evangelos et al., 2004; Goswami, 2007; Gayathri et al., 2005; 
Siddiqui et al., 2010) regarding the insurance industry.  

Additionally, a review of the relevant literature also reveals that the principal focus of service quality research has 
been twofold: First, the identification of service quality dimensions being of primary interest to researchers 
(Parasuraman et al., 1985,1988, 1991b); and second, the development of measurement instruments of service quality 
being the focus of subsequent research efforts (Parasuraman et al., 1988, 1991a, 1993; Cronin and Taylor, 1992, 1994; 
Asubonteng et al., 1996, Buttle, 1996). Numerous researchers have confirmed the applicability of five dimension 
model in different sectors in different countries (e.g. Gabbie and Neill, 1996; Bojanić and Rosen, 1994; Mehta and 
Durvasula, 1998; Lam and Zhang, 1999); however in some studies the five dimension model was not confirmed (e.g. 
Carman, 1990; Babakus and Boller, 1992; Brown et al., 1993; Ryan and Cliff, 1996; Zhao et al., 2002; Wang et al., 
2004; Jain and Gupta, 2004; Evangelos et al., 2004). In the various other significant studies, the SERVQUAL scale 
has been presented in different dimensions – single-dimensional (Babakus et al., 1993; Lam, 1997), two-dimensional 
(Babakus and Boller, 1992; Nadiri and Hussain, 2005; Karatepe and Avci, 2002; Ekinci et al., 2003; Evangelos et al., 
2004), three-dimensional (Mei et al., 1999), four-dimensional (Gagliano and Hathcote, 1994; Kilbourne et al., 2004), 
six-dimensional (Headley and Miller, 1993), seven-dimensional (Freeman and Dart, 1993), nine-dimensional 
(Carman, 1990), and nineteen-dimensional (Robinson and Pidd, 1998) construct. Besides, a number of researchers in 
different contexts have reported different dimensions for expectations, perceptions, and gap scores (Arasli et al., 2005; 
Zhao et al., 2002; Parikh, 2006). In summing up, Babakus and Boller (1992) commented that “the domain of service 
quality may be factorially complex in some industries and very simple and uni-dimensional in others”. In effect, 
authors claim that the number of service quality dimensions is dependent on the particular service being offered.  
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Dotchin and Oakland (1994) states that dimensionality of SERVQUAL depends on the context in which it is applied 
and cannot be generalized in all and any service industry. Similarly, Brown et al. (1993) suggested that SERVQUAL 
has to be modified and adapt-based on the industry, the business and the location. Ozer (1999) recommends the 
development of industry-specific quality measurements for a better fit to the nature of the industry. As a result, 
numerous studies in different service sectors have sought to develop industry-specific service-quality scales. For 
example, several scales have been replicated, adapted and developed to measure services by taking SERVQUAL as a 
base, viz., SERVPERF (Cronin and Taylor, 1992, 1994) for hotels, clubs and travel agencies; DINESERV (Stevens et 
al., 1995) for food and beverage establishments; LODGSERV (Knutson et al., 1990) for hotels; SERVPERVAL 
(Petrick, 2002) for airlines; SITEQUAL (Yoo and Donthu, 2001) for Internet shopping; E-S-QUAL (Parasuraman et 
al., 2005) for electronic services; SELEB (Toncar et al., 2006) for educational services; HISTOQUAL (Frochot and 
Hughes, 2000) for historic houses; LibQUAL (Cook et al., 2002) for library ; and ECOSERV (Khan, 2003) for 
ecotourism.  

Since SERVQUAL was developed in a Western country, it has been suggested that researchers should be sensitive to 
cultural differences in examining the dimensionality of service quality in other countries (Kettinger et al., 1994). In an 
examination of cross-cultural differences between North American and Latin American consumers, Espinoza (1999) 
found that the relative importance of service quality dimensions was different between the two groups. Moreover, the 
SERVQUAL instrument has been criticized for its lack of applicability in service industries in developing countries 
(Jain and Gupta, 2004) and its inconsistent perception and expectation scores in cross-cultural studies (Zhao et al., 
2002). Furrer et al. (2000) claims that customers from different cultures perceive service quality differently. Voss et al. 
(2004) partly support this claim; they found that UK and USA customers have different reactions to poor service.  

The review of literature reveals that SERVQUAL, designed to be a generic instrument applicable across a broad 
spectrum of services, has been extensively used, replicated, and found inadequate in many cases, however has not 
been perspectively applied in the Indian life insurance sector. As a consequence, it was decided to use the 
SERVQUAL instrument to measure the level of services provided by LIC and to find out its suitability in the Indian 
life insurance sector.  

3. Research Methodology 

The study was conducted on LIC customers located in the major cities, namely, Amritsar, Jalandhar, and Ludhiana of 
Punjab, a progressive state of India. For choosing the sample, non-probabilistic convenience sampling technique was 
used. A sample of 450 customers was taken up who were approached personally at their work places. Out of the total, 
337 responses (75 percent) were found to be valid and used for the purpose of analysis.  

SERVQUAL – 22 item scales as proposed by Parasuraman et al. (1988) has been employed for collecting data 
regarding the customers’ perceptions and expectations of various service attributes. The discrepancy between 
perception and expectation (termed the P-E or gap) is a measure of service quality. Questionnaire consists of two 
scales, titled perceptions and expectations. The perceptions scale is a set of 22 items encompassing the five 
dimensions that describe what the customers actually think of the service. The expectations scale is a set of 22 
matching items that describe what customers expect from an excellent company. Respondents were asked to indicate 
their perceptions and expectations level for each of the 22 items in the questionnaire using a seven-point Likert scale 
(ranging from 1 indicating ‘very strongly disagree’ to 7 indicating ‘very strongly agree’). The instrument was 
pre-tested on 150 customers from Amritsar city. This consequently led to some modifications in the SERVQUAL 
items. Two items under reliability, three items under empathy, two items under responsiveness, and two items under 
tangible dimensions, were clubbed into one item each to make the questionnaire more recognizable by the surveyed 
respondents. Further, one item of SERVQUAL instrument, viz., error free record was confusing; hence it was 
eliminated from the final questionnaire. The detail of the SERVQUAL instrument and the corresponding modified 
items used in the current study is presented in Appendix I.  

Moreover, the negative wording in the SERVQUAL instrument caused serious problems in terms of reliability and 
practical interpretation of the data collected (Zhao et al., 2002), and thus, was avoided in the present study. The revised 
instrument consisting of 16 items was then used for the main data collection. Various statistical tests, viz., reliability 
analysis, weighted average scores, and factor analysis have been carried out. This study has used SPSS 11.5 software 
package to analyze the data.  

4. Data Analysis and Results 

4.1 Sample Characteristics 

The demographic profile of sampled customers is furnished in Table 1. The sample consists of a sizeable 
preponderance (72.1%) of male respondents over female (27.9%) respondents. The respondents are mostly spread 
between the ages of 21 to 40 (57.3%) and 41 to 60 (38.6%). In terms of marital status, a significant majority of the 
respondents (82.5%) are married while 17.5% of the respondents are unmarried. Majority (94.4%) of the respondents 
belong to urban areas whereas only 5.6% reside in rural areas. Most of the surveyed respondents (43.3%) are from 
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Amritsar, followed by Jalandhar (33.8%) and Ludhiana (22.9%). In terms of academic qualifications, it is not 
surprising that majority (39.8%) of the respondents is graduate followed by post graduates (32.3%), professionals 
(19.3%), senior secondary pass (6.5%), and matriculates (1.2%). As regards the occupation of the respondents, close 
to half (43%) are in service class, while 11.5% are businessmen, and 19.3% are professionals.  

Table 1 also indicates that as high as 46.3% of the respondents fall in the income range of Rs. 15001 to 30000 and as 
low as 15.7% are getting about Rs. 45000. In general, the majority (40.7%) of respondents has bought only one policy, 
while 30.6% have more than two policies of LIC. As regards the mode of premium payment, the majority (46.3%) of 
respondents prefers to make yearly payment, 23.1% prefer half yearly, followed by 17.5% quarterly, and 7.1% 
monthly respectively. 5.9% respondents make the most of premium payments for different policies through more than 
two modes.  

4.2 Reliability Analysis 

In order to test the reliability of the SERVQUAL scale and the internal consistency of the five dimensions as suggested 
by Parasuraman et al. (1988), Cronbach’ s coefficient alpha  was computed for each of the five dimensions using data 
on perceptions, expectations, and gap (the differences between the perceptions and expectations) scores. The 
reliability coefficients for the life insurance customers are shown in Table 2. The results show that the internal 
consistency of the perceptions (P) scale in all dimensions is all quite higher than the gap (P-E) scale. All the five 
dimensions have internal consistency measures equal to or more than the cutoff value of 0.70 suggested in the 
literature (e.g.  Nunnally and Bernstein, 1994; Hair et al., 2010), therefore, perception scale demonstrated high 
reliability. This indicates that the customers showed a better understanding of the questions, which resulted in the 
higher consistency of the answers. However, the reliability coefficients for the expectations (E) scores were much 
lower. All the five dimensions of expectations scores and empathy dimension of gap scores measured reliability 
coefficients of below 0.60, which is the minimum satisfactory value (Malhotra, 2007), even for exploratory research 
(Zhao et al., 2002). This indicates that customers have failed to understand rightly the questions related to these 
dimensions. 

Overall reliability of the perception (0.9110), expectations (0.7842), and gap (0.8701) scales were also quite high and 
hence deemed acceptable (Nunnally and Bernstein, 1994; Hair et al., 2010). By and large, the results in Table 2 do 
indicate that there are few reliability problems in using the gap model to measure service quality.  

4.3 Factor Analysis  

In order to examine the dimensionality of SERVQUAL instrument from the Indian perspective, an exploratory factor 
analysis using the principal component method with varimax rotation on the perceptions, expectations, and the gap 
scores for the customers was performed. The test was performed separately on perceptions, expectations, and gap 
scores for checking the applicability of gap analysis for the factor structure as proposed by Parasuraman et al. (1988). 
Only few studies (Parikh, 2006; Zhao et al., 2002; Zhou et al., 2002) had applied an exploratory factor analysis 
separately on the perceptions, expectations and the gap scores to assess the dimensionality of SERVQUAL instrument. 
The results of such analysis for the perceptions, expectations, and the gap scores are shown in Tables 3, 4 & 5 
respectively. Importantly, before conducting the exploratory factor analysis, the adequacy or appropriateness of data 
for factor analysis was examined with the help of Kaiser-Meyer-Oklin (KMO) Measure of Sampling Adequacy (MSA) 
and Bartlett’s test of sphericity. In this study, value of KMO was excellent because it exceeded the recommended 
value of 0.6 as suggested by Hair et al. (2010). Moreover, the Bartlett’s Test of Spehericity was also significant 
(0.000) (see Table 3, 4, 5). The results thus indicated that the sample taken was appropriate to proceed with a factor 
analysis procedure. 

Further, for defining the factors clearly, two criteria have been employed. First, it was decided to delete any variable 
which did not load at least (±) 0.50. Second, it was decided that a factor must be defined by at least two variables. This 
criterion is consonant with the observations made by Rahtz et al. (1988). With this criterion in mind, a series of factor 
analysis was performed on the data. Following each analysis, items which did not meet the criteria, were deleted from 
the analysis. Table 3, 4 & 5 explain the extracted factors along with the loadings for all items, eigen values, Cronbach 
alpha, and the percentage of variance explained by each factor.  

The exploratory factor analysis of perception scores results in Table 3 indicate that the 16 items do not support the 
five-factor structure as proposed by Parasuraman et al. (1988) and yield a three-factor solution. Furthermore, the 
factors do not load according to the factor structure given by Parasuraman et al. (1988). For example, some of the 
items on assurance, empathy, and responsiveness come together under F1. Besides, all tangibles items properly loaded 
to a single factor together with third item of empathy under F2. It indicates item E3 primarily loads to the tangibles 
dimension rather than to its original dimension of empathy. Another item that showed a problem with loading on one 
factor was the third item under ‘reliability’ (RL3), which had an almost equal loading for F1 and F3. To improve the 
factor loading that item was deleted from the analysis. 
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Meanwhile, three-factor solution explaining 65% cumulative variance, which is higher than 50% as recommended by 
Nunnally and Bernstein (1994). F1 explains maximum variance (44.3%) followed by F2: 11.7% and F3: 8.8% 
variance, respectively. It means that factor analysis has extracted a good amount of variance in the items. Eigen values 
range from 1.314 to 6.639. The coefficient alpha values of all the three factors (0.9094, 0.8332, and 0.7473) are well 
above the recommended rule-of-thumb.  

The factor loading of five dimensions were even more problematic in case of expectation scores. In addition, all items 
were not found loaded according to the proposed factor structure of Parasuraman et al. (1988). From Table 4, it is 
revealed that the expectations scores are distributed among four distinct factors. All the three items (A1, A2, A3) of 
assurance factor are divided into two new factors where A1 and A2 (under F1) stand for the customer perception as to 
whether agents/employees have the proper knowledge and competence to answer customers’ specific queries & 
requests; and instill confidence in customers by proper behavior, respectively. A3 (under F3) are concerned with 
whether the agents/employees are making customers feel safe and secure in their transactions. Even though, two items 
of tangibles (T2, T3) are loaded to a single factor (F4) whereas T1 is loaded under F2 along with third item of empathy. 
Moreover, F1 shows a combination of empathy, reliability, assurance, and responsiveness items. All items were found 
highly loaded under four distinct factors barring third item of ‘reliability’ (RL3). It indicates customers are highly 
dissatisfied with this statement. Resultantly, LIC has to make effective improvements in respect of “showing sincere 
interest in solving customers’ problems”.  

Overall result of Table 4 does not support the five-dimension structure of service quality as suggested by Parasuraman 
et al. (1988). In addition, the four factors so generated have eigen values between 1.139 to 4.027 and explaining 58.6% 
cumulative variance. F1 explains 25.2% variance followed by F2: 11.0%, F3: 8.8%, and F4: 7.1%.  Reliability of first 
two factors (0.7569, 0.7136, 0.5127, and 0.4884) was all quite high according to coefficient alpha. The lack of 
reliability in F3 and F4 might be due to the misunderstanding of the questions related to these dimensions.  

The exploratory factor analysis on gap scores (P-E) result in Table 5 indicates that the 16 items do not match the 
five-factor structure as developed by Parasuraman et al. (1988). Overall, the analysis of gap scores gave three-factor 
solution instead of five-factor. Even within these factors, the items were not found loaded according to the proposed 
factor structure of Parasuraman et al. (1988).  For example, the third question on assurance (A3) does not load on the 
same factor as the other three questions on assurance. In addition, the responsiveness, empathy, and assurance items 
merged into a single factor i.e. F1, while the three reliability items formed a new factor (F3) together with one 
assurance item. Above and beyond, all items on tangibles are properly loaded together with one empathy item under 
F2. This dimension seeks customers’ agreement on the visually appealing material & facilities, neat & professional 
appearance of staff, and modern looking equipment, rightly. All items were found highly loaded on this dimension. 
Table 5 evidently indicates that some items did not load to any factor while other items merged into a single factor. 
Apparently, this result does not support the five-factor structure as proposed by Parasuraman et al. (1988). It is worth 
mentioning here that the findings are in conformity with Evangelos et al. (2004) who employed factor analysis to 
examine the dimensionality of gap scale and found two-factor solution viz., non-tangibles (consisting four factors viz., 
reliability, responsiveness, empathy, assurance) and tangibles (consisting tangible items) instead of five-factor as 
proposed by Parasuraman et al. (1988) to measure service quality in Greece insurance industry.  

Table 5 depicts, SERVQUAL ultimately resulted in three factors explaining 55% cumulative variance and showing 
eigen values between 1.258 to 5.752. F1 explains maximum variance (35.9%) followed by F2: 11.0% and F3: 7.9% 
respectively. The Cronbach’s alpha value for all the three factors lay between 0.8696 and 0.6864. F2 and F3 are 
showing reliability near to the cut-off value of 0.70. Finally, overall results of exploratory factor analysis presented in 
Tables 3, 4 & 5 highlight that the factors obtained under perceptions, expectations, and gap scores do not match the 
five-factor structure of service quality. In fact, these results indicate potential problems in using the gap model to 
measure service quality at the factor level using the same factor structure as proposed by Parasuraman et al. (1988).  

4.4 Gap Analysis and Identification of Areas for Improvement 

Although factor analysis results of gap scores did not support the five-factor structure of service quality as proposed by 
Parasuraman et al. (1988), yet Evangelos et al. (2004) asserted that the five quality dimensions of SERVQUAL would 
better identify specific areas for which quality improvement is necessary. Hence, in the present study instead of 
dimension level (due to the inapplicability of the same factor structure) the gap scores for individual items were 
analyzed using the Weighted Average Scores (WAS) for all the 16 items to identify areas where quality improvement 
by LIC is needed the most.  

As expected (Parasuraman et al., 1985, 1988), the results (shown in Table 6) revealed that in all the attributes of 
service quality of LIC, the gap scores are negative. Levy and Weitz (2005) posit that customers are satisfied when the 
perceived service meets or exceeds their expectations. They are dissatisfied when they feel the service falls below their 
expectations. From Table 6, it is clear that negative gaps were found in all 16 items indicating that customers’ 
expectations were in excess of their perceptions. In other words, service quality of LIC at an overall level falls far 
below the customer expectations. This can be interpreted as a gap between what was expected and perceived, thus, 
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representing a failure in service delivery and service quality at all the levels. By analyzing the ‘gaps’, insurer has the 
opportunity to take the appropriate actions to improve the quality of their services, giving priority to items with the 
largest gap scores.  

Table 6 indicate that the maximum gap (-2.15) among all the items was found to be in item 15 in the area of being neat 
and professional. The next high gap (-2.02) existed in item 14 in the area of visually appealing materials and facilities. 
The third substantial gap (-1.97) existed in item 16 in the area of modern equipment, fixtures & facilities. The higher 
negative scores indicate that those attributes may not be available or at the most be inadequate to users even if 
available. Besides, biggest gaps call for the need for immediate attention by service provider to make improvements in 
these areas.  

The lowest gap (-1.51) was found to be in item 3 which shows that agents fail to make customers feel safe and secure 
in their transactions. The attributes with lowest negative value can, however, in no way be ignored by service provider. 
Therefore, in order to reduce the gap, LIC must have to provide excellent training, education & awareness to its staff to 
provide excellent services to the customers by building a relationship of trust. Eventually the lack of proper factor 
structure as revealed by the analysis of data, the weighted average scores of the items of gap scale points out to the 
need for considerable improvements in the LIC service quality in all aspects.  

5. Discussion and Managerial Implications 

The results show that most of the items proposed under five dimensions by Parasuraman et al. (1988) are relevant in 
measuring life insurance service quality in the Indian context and there are not major reliability problems except a few 
statements as pointed out earlier. The real problem was found to be in the factor structure. The factor analysis gave a 
very different factor structure as compared to the proposed factor structure. Most of the items did not merge according 
to the dimensions proposed by Parasuraman et al. (1988). The factor analysis results of gap and perception scores 
highlight three-factor solution where as expectation scores provides four-factor solution. Specifically, in perception 
scale, items loaded on the first factor (F1) are mainly composed of those related to the standard dimensions of 
assurance, empathy, responsiveness; second factor (F2) contains tangibles items along with one item of empathy; the 
items loaded on the third factor (F3) include two assurance and two reliability items of the SERVQUAL scale. 
Likewise, in gap scale, first factor (F1) is a composition of assurance, empathy, responsiveness; second factor (F2) 
highlights tangibles along with one empathy item; and third factor (F3) represents reliability items along with one 
assurance item. 

Surprisingly, in perception and gap scale, some of the items merged in a single factor. This was more noticeable for the 
items pertaining to the assurance, reliability, responsiveness, and empathy dimensions. These dimensions also showed 
significant reliability problems in case of expectations scores. Therefore, the statements of these dimensions could be 
modified or dropped and then the scale could be re-evaluated for its reliability and dimensionality. Most research 
studies do not support the five-factor structure of SERVQUAL as proposed by Parsuraman et al. (1988) and 
administering expectations items is also considered unnecessary (Kettinger et al., 1994). The results, however, can be 
better interpreted as being an even stronger support for the SERVPERF (i.e. performance only) approach as the 
“expectation portion of the SERVQUAL scale adds no additional information beyond that which is obtained from 
performance perceptions alone” (Brady et al., 2002). Finally, performance only (P) scale as suggested by Cronin and 
Taylor (1992) performs better than gap (P-E) scale of Parasuraman et al. (1988) in terms of reliability, explained 
variance, and its factor structure.  

Overall, the results do indicate that a meaningful pattern or a higher level of abstraction can be obtained from 
SERVQUAL in the new context, although the original five dimension of the scale are not confirmed. However, 
SERVQUAL would need to be customized for each industry. Ladhari (2008) has also concluded in his study that the 
number and nature of the dimensions varied, depending on the service context; indeed, they varied even within the 
same service industry. Moreover, one has to bear in mind that the notion of service quality is industry and country 
specific (Ford et al., 1993; Akviran, 1994) because, a business person staying in a given hotel has different service 
criteria from those of a tourist (Eccles and Durrand, 1997). Furthermore, the factor structure for the lodging industry in 
Australia (Wilkins et al., 2007) was somewhat different from that in North America (Knutson et al., 1990; Saleh and 
Ryan, 1991; Getty and Getty, 2003). Moreover, the factor structure varied within a given country. For example, the 
factor structure for the lodging industry in North America varied from five-factor (Knutson et al., 1990; Getty and 
Getty, 2003) to four-factor (Saleh and Ryan, 1991). In addition, Zhao et al. (2002) noted that SERVQUAL five-factor 
structure do not match with the factors obtained through factor analysis in the Chinese retail sector and also concluded 
that this may be in part due to cultural difference between china and Western countries. Hence, it is apparent in the 
present study that the criteria used to evaluate service quality and the number of dimensions can be varied according to 
the country specific characteristics like that of Indian life insurance industry. Further, as per the views of Siddiqui et al. 
(2010), for service quality modeling, a set of dimensions is required, but there seems to be no universal dimension; it 
needs to be modified as per the service in consideration. Thus, SERVQUAL dimensions require re-examination in the 
context of Indian life insurance sector. Hence, it would be advisable to re-define the factors according to the results 
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obtained under the Indian conditions and then carry out the gap analysis for accurate responses from the customers and 
also for more relevant suggestions for improvements. 

5.1 Managerial Implication 

In the critical moments of truth, only those organizations which will be in position to enhance quality in their end 
products will sustain and maintain their position (Brown et al., 2005). Therefore, LIC must have to focus on quality 
improvement strategy to remove the quality flaws by giving the first priority to the items with biggest gaps and 
subsequently to the items with lowest gaps. However, SERVQUAL instrument is moving around the human element 
of service delivery (which consists of assurance, reliability, responsiveness & empathy) and tangibles attributes 
(Sureshchandar et al., 2001), so, LIC should ensure that agents & employees are well trained and understand the needs 
of customers and provide services accordingly that the organization is supposed to provide for its customers. Besides, 
in a competitive environment, by performing on differential strategies aimed at improving the service quality, LIC will 
be able to add value to their relationship with the current and prospective customers.  

6. Limitations and Further Research 

The conclusion drawn from the results of this study should be viewed under the following limitations. Firstly, this 
study was carried out mainly in Punjab; therefore, the results obtained may not be pertinent to the country as a whole. 
Of course, the study can be extended to other states of India. Secondly, the study has been steered with non-probability 
convenience sampling in a single public life insurance company as the sampling method. To achieve higher statistical 
sophistication, the study can be steered with a probability sampling method. Thirdly, the present study has been 
conducted by taking a sample of 337 customers of LIC (a public company), ignoring the private life insurance 
companies. This cannot lead to the generalizability of the findings and the results may not be implied conclusively to 
the whole life insurance industry. Additional studies are recommended to fill this gap. Fourthly, in the current study, 
exploratory factor analysis using principal component method with varimax rotation has been used. Moreover, 
confirmatory factor analysis technique could be used to confirm the right dimension structure for life insurance sector. 
Finally, this study has concentrated on SERVQUAL – 22 items scale (five-factor structure) as developed by 
Parasuraman et al. (1985, 1988). Hence, critical factors as proposed by Sureshchandar et al. (2001) to measure service 
quality might also be studied in the future. These limitations may decrease the ability of generalizing the results of this 
study to other life insurance companies’ settings. Therefore, the conceptual and methodology limitations of this study 
need to be considered when designing future research. 

7. Conclusion 

Indeed, factors obtained through exploratory factor analysis (as shown in Table 3, 4, 5) did not follow the factor 
structure as given by Parasuraman et al. (1988). The gap scores did not merge into five dimensions of service quality, 
however, the perceptions scores merged into three dimensions. Nevertheless, the bulk of empirical evidence in the 
literature rejects the five-factor structure and questions the SERVQUAL application to wide variety of services (Gupta, 
2005). Many studies (e.g. Babakus and Boller, 1992; Carman, 1990) have illustrated that the number of service quality 
dimensions are dependent upon the particular service being offered. Furthermore, SERVQUAL metric requires 
substantial modification (customization) prior to its application. Researchers ought to be cautious when applying the 
diagnostic; SERVQUAL is not a ready to use tool-kit: although robust, the metric calls for customization (Evangelos 
et al., 2004). Consequently, the findings of the present study indicate that SERVQUAL instrument is not applicable to 
the Indian life insurance sector; therefore, further research is imperative to understand and improve life insurance 
service quality in India. Few statements which showed reliability problems should be restated or substituted by more 
relevant statements and a separate instrument may also be developed to measure service quality for the life insurance 
industry. Although, SERVQUAL dimensions cover only human element of service delivery and tangibles facet of the 
service, the concept of service quality does not confine to the realms of these factors, but also encompasses other 
critical factors namely, service product or the core service, systematization of the service delivery, and social 
responsibility (Sureshchandar et al., 2001). Therefore, in future these critical factors might also be considered to 
measure service quality in the life insurance industry. 

Results of averages computed on gap scores indicate negative gaps in all items of service quality which revealed that 
expectations of customers were more than their perceptions. The negative gaps indicate that the service quality level 
was unsatisfactory. Accordingly, maximum gap was found in respect of tangibles items followed by responsiveness, 
assurance, empathy, and reliability items. The greatest negative scores have made it necessary for LIC to take 
corrective measures and focus on quality improvement to increase its effectiveness and to compete successfully in the 
life insurance industry. For that reason, quality improvement strategy should be opted in the order of the highest to the 
lowest gaps. Conversely, failing to make improvement will widen the gaps and which will result in customer 
dissatisfaction towards service quality of LIC.  

Overall, this study also found that the gap (P-E) model as proposed by Parasuraman et al. (1988) did not perform as 
well as the perception based performance (P) model of Cronin and Taylor (1992) in terms of reliability, explained 
variance and its factor structure. In addition, suggested improvements in the service quality are required to be focused 
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by LIC to retain potential customers, gain a competitive advantage, increase its market share & profitability, and to 
ensure its sustainability especially in the developing countries like India. Moreover, the continuous examination of 
customers’ perceptions and expectations is needed in order to know about what actually the customers want, in that 
way, up-to-date measures are needed to be employed, basing them on the customers’ stated needs and demands to 
improve the service quality. 
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Table 1. Demographic Characteristics of Sampled Customers (n=337) 

Demographics No. of Customers (%) Demographics No. of Customers (%) 

Gender 
Male 
Female 

 
243 (72.1) 
94 (27.9) 

Educational Qualification 
Matric 
Senior secondary 
Graduate 
Post graduate 
Professional 
Any other 

 
4 (1.2) 

22 (6.5) 
134 (39.8) 
109 (32.3) 
65 (19.3) 

3 (0.9) 

Age 
Upto 20 
21-40 
41-60 
Above 60 

 
4 (1.2) 

193 (57.3) 
130 (38.6) 

10 (3) 

Occupation 
Serviceman 
Businessman/self-employed 
Professional 
Any other 

 
145 (43.0) 
115 (34.1) 
65 (19.3) 
12 (3.6) 

Marital Status 
Married 
Unmarried 

 
278 (82.5) 
59 (17.5) 

Monthly Income (Rs.) 
Up to 15000 
15001-30000 
30001-45000 
Above 45000 

 
61 (18.1) 
156 (46.3) 
67 (19.9) 
53 (15.7) 

Place of Residence 
Rural 
Urban 

 
19 (5.6) 

318 (94.4) 

Total Number of Policies Bought 
(Individually) 
One 
Two 
More than two 

 
137 (40.7) 
97 (28.8) 
103 (30.6) 

City 
Amritsar 
Jalandhar 
Ludhiana 

 
146 (43.3) 
114 (33.8) 
77 (22.9) 

Mode of Payment 
Monthly 
Quarterly 
Half-yearly 
Yearly 
More than two mode 

 
24 (7.1) 
59 (17.5) 
78 (23.1) 
156 (46.3) 
20 (5.9) 

Note:  Figures in parentheses show percentages. 
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Table 2. Reliability Coefficients (alpha) of SERVQUAL Scale for Customers (n=337)  
Dimensions Total no. of items Perception  (P) Expectations (E) Gap      (P-E) 

Assurance (A1,A2,A3,A4)* 04 0.7148 0.4548 0.6452 

Reliability (RL1,RL2,RL3)* 03 0.7390 0.2928 0.6655 

Empathy (E1, E2, E3)* 03 0.7084 0.5033 0.4905 

Responsiveness (RS1,RS2, RS3)* 03 0.8134 0.5252 0.7384 

Tangible (T1,T2,T3)* 03 0.8218 0.4208 0.6872 

Overall (16 items)  0.9110 0.7842 0.8701 

Note: *The symbols in parentheses indicate the questions included in the dimension. For example, A1, A2, A3 and A4 represent the first, second, 

third and fourth questions related to the Assurance dimension   in the SERVQUAL instrument. The simplified questions are shown in Appendix I.  

 

Table 3. Results of Factor Analysis of Perception (P) Scores by Customers (Extraction Method: Principal Component 
Analysis.  Rotation Method: Varimax with Kaiser Normalization) 

Factor Label Item No. Total Items Factor Loading Eigen Value Variance Cronbach Alpha 

F1 E2 08 0.815 6.639 44.262 0.9094 

 E1  0.787    

 RS2  0.773    

 A1  0.747    

 RS1  0.745    

 A2  0.728    

 RS3  0.700    

F2 T1 04 0.821 1.757 11.711 0.8332 

 T3  0.799    

 T2  0.770    

 E3  0.717    

F3 RL1 04 0.823 1.314 8.763 0.7473 

 RL2  0.738    

 A3  0.632    

 A4  0.520    

KMO value = 0.888, Bartlett’s Test: chi-square =3084.788, d.f. 120, sig.= . 000. 

Note:  Factor loadings below 0.50 are not shown in this Table. 

 

Table 4. Results of Factor Analysis of Expectations (E) Scores by Customers (Extraction Method: Principal 
Component Analysis.  Rotation Method: Varimax with Kaiser Normalization) 
Factor Label Item No. Total Items Factor Loading Eigen Value  Variance Cronbach Alpha 

F1 E1 07 0.695 4.027 25.166 0.7569 

 RL2  0.640    

 A1  0.629    

 E2  0.605    

 RS1  0.595    

 RS2  0.549    

 A2  0.507    

F2 E3 02 0.845 1.765 11.034 0.7136 

 T1  0.817    

F3 A3 03 0.693 1.403 8.766 0.5127 

 RL1  0.617    

 RS3  0.524    

F4 T3 02 0.820 1.139 7.120 0.4884 

 T2  0.720    

KMO value = 0.782, Bartlett’s Test: chi-square =1171.896, d.f. 120, sig.=. 000. 

Note: Factor loadings below 0.50 are not shown in this Table. 
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Table 5. Results of Factor Analysis of Gap (P-E) Scores by Customers (Extraction Method: Principal Component 
Analysis.  Rotation Method: Varimax with Kaiser Normalization) 

Factor Label Item No. Total Items Factor Loading Eigen Value Variance Cronbach Alpha 

F1 RS2 08 0.760 5.752 35.952 0.8696 

 E1  0.747    

 E2  0.734    

 A1  0.687    

 RS1  0.684    

 A2  0.668    

 RS3  0.649    

 A4  0.542    

F2 T1 04 0.784 1.762 11.015 0.6872 

 T2  0.726    

 T3  0.675    

 E3  0.660    

F3 RL2 04 0.767 1.258 7.862 0.6864 

 RL1  0.660    

 A3  0.649    

 RL3  0.504    

KMO = 0.884, Bartlett’s Test: chi-square =1924.273, d.f. 120, sig =. 000. 

Note: Factor loadings below 0.50 are not shown in this Table. 

 

Table 6. Gap between Perception and Expectations (P-E) for Customers (n=337)  

 

  

Sr. No. Items/Statements  Gap Scale (WAS) 

1 Agents and employees who have the proper knowledge and competence to answer customers’ specific 
queries and requests -1.84 

2 Agents and Employees who instill confidence in customers by proper behavior -1.58 

3 Making customers feel safe and secure in their transactions -1.51 

4 Appropriate behavior of the concerned staff -1.87 

5 Providing promised services as per the set schedule -1.67 

6 Providing services right the first time -1.70 

7 Showing sincere interest in solving customers’ problems  -1.72 

8 Giving caring and  individual attention to customers by having customers’ best interest s at heart -1.83 

9 Agents and Employees who understand the specific needs of their customers -1.64 

10 Having convenient operating hours and days of the branches for the customers -1.72 

11 Apprising the customers of the nature and schedule of services available in the organization -1.66 

12 Willingness to help customers and the readiness to respond to customers’ requests  -1.92 

13 Providing prompt service to customers -1.62 

14 Visually appealing  materials and facilities associated with the service  -2.02 

15 Staff appeared neat and professional -2.15 

16 Modern looking updated equipment, fixtures, and facilities  -1.97 
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Appendix I: List of original SERVQUAL 22-items as proposed by Parasuraman et al. (1988) and modified 16 
items used in the present study 

Dimensions Items originally in SERVQUAL Modified items in the present instrument Item code

Assurance 
 

Employees who have the knowledge to answer 
customer questions 

Agents and employees have the proper 
knowledge and competence to answer 
customers’ specific queries and requests 

A1 

 Employees who instill confidence in customers Agents and employees who instill confidence 
in customers through proper behavior 

A2 

 Making customers feel safe in their transactions Making customers feel safe and secure in their 
transactions 

A3 

 Employees who are consistently courteous Appropriate behaviour of the concerned staff A4 

Reliability 
 

Providing services at the promised time 
Providing services as promised 

Providing promised services as per the set 
schedule  
 

RL1 

 Providing services right the first time Providing services right the first time RL2 

 Showing sincere interest in solving customer 
problems 

Showing sincere interest in solving customers’ 
problems  

RL3 

Empathy 
 

Giving customers individual attention 
b. Employees who deal with customers in a  
    caring fashion 
c. Having the customers’ best interest   at heart

Giving caring and  individual attention to 
customers by having customers’ best interests 
at heart 
 

E1 

 Employees who understand the needs of their 
customers 

Agents and employees who understand the 
specific needs of their customers 

E2 

 Having business hours convenient for their 
customers 

Having convenient operating hours and days of 
the branches for the customers 

E3 

Responsiveness  Keeping customers informed about when 
services will be performed 

Apprising the customers of the nature and 
schedule of services available in the 
organization 

RS1 

 a. Willingness to help customers 
b. Readiness to respond to customers’   
   requests 

Willingness to help customers and the 
readiness to respond to customers’ requests  

RS2 

 Providing prompt service to customers Providing prompt service to customers RS3 

Tangibles a. Visually appealing facilities 
b. Visually appealing  materials   
    associated with the service 

Visually appealing  materials and facilities 
associated with the service  
 

T1 

 Employees who have a neat and professional 
appearance 

Staff appeared neat and professional T2 

 Modern equipment Modern looking updated equipment, fixtures 
and facilities  

T3 

 

  


