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INTRODUCTION

CHAPTER ONE

Background of the Study

Risks inherent in their nature and significanthait impact are always prevalent in one form ortheoin
insurance operation. How effectively an insurarmmpgany alleviates these risks would bring the level
risk exposure down from high category to moderatefeom moderate to low. On the contrary, poor
handling of low inherent risks would push the fiiskel up to the moderate risk category of from nratieto
high risk category.

Ensuring the safety and soundness of the insur@mopanies ongoing basis, focusing on the handling o
inherent and significant risks, obviously enable ithsurance sector to continue to play its roleupporting
the economic development of the country(NBE, 20)12:1

The United Insurance Company S.C. is one of themdirance companies currently operating in Ethiopia
The company has been established in 1994G.C.Tiugbager is registered in Addis Ababa with 28
branches operating throughout the country. Itsezurauthorized capital is Birr 250,000,000.00 aadi jpip
capital Birr 125,000,000.00 (Company profile, 20I@)e main activity of the company is to underwtifie
and non-life insurance businesses, provide propkatyility, accident, health and life insurancetie public
in general and the business society in particlilae. company operates under competitive environment
where attracting new customers and retaining tietieg customers is one of the major challenges.

Though the company serves as risk transfer meahaassfar as the public or customers are concetriebi
got its own risk factors that could affect, unlpssperly handled or managed, the profitability foe t
company which is the ultimate objective of shardbd.

The major risk factors, among others, are operatiand financial risks. Operational risks are neféito as
risks caused as a result of core activities treuaderwriting and claims process (NBE, 2012: 4).

The claims service of United Insurance CompanysS€entralized at head office handling all claims
reported by customers who are insured in any brahtiiie company. Centralization is considered as
company policy because of, according to informatibtained from company officials, the need to calntr
claims leakages, fraud and lack of skilled man pawelecentralize the claim service so that claim$o a
certain limit could be handled at branch level.

Centralization, on the one hand, is a tool foradbmpany to control and manage the claims, whiléhen
other hand it causes delay and work load at hefamkofThe company, evaluating the advantages and
disadvantages of both approaches, has decidedisrestablishment to make the claims service aénéd.

How customers feel about this approach speciatiggrcustomers whose domicile and place of
business/work is outside Addis Ababa has to be aathcritically.



Besides this, according to the operations depattarehlapsed policies monthly report, the number of
customers who refuse to renew their policies isgasing from time to time which could be due torpoo
claims service or price (premium) cutting by conipes or both. It also needs critical evaluatiosdxon
the assessment of basic service features depeonitige response and comment of customers and
employees respondents.

Therefore the research proposal focuses on thegeal risk factor of the company with specificgmsis
on risk factor related to the claims process/seroicthe Company.

This paper explores the level of operational restdr of the company with particular emphasis tstaomer
satisfaction with the claims service provided by Tnited Insurance Company S.C. Problems and their
root causes have been identified through analysista collected from customers as well as empkyee

The Insurance Industry in Ethiopia pays huge amotintoney for claims every year. According to data
obtained from the National Bank of Ethiopia, Inswo@ Supervision Directorate office, net claims aning
1.04 billion birr were paid in the budget year teatled in June 2013. Out of this paid amount, at@i86
were made in respect of Motor claims. When congparigh previous year, growth in net claims soared
up by 54% whereas premium production showed a growbnly 33%. The overall loss ratio  for the year
2013 is 74%, which is the highest recorded so far.

Motor accounts for over 40% of the premium incoméd about 81% of the claims paid of Non-life
business of the industry. Data on loss ratio ferl#ist ten years reveals that Motor business hbg&lhighest
share, 73% on average. The amount of loss hintsaerity as well as the frequency of Motor accigen

As a service provider, United Insurance Companys®i&es toward achieving its objectives articulateds
mission statement as “To provide complete Insur&@umeer at economic rates, Honest, Prompt and
Courteous Claims Service to fully satisfy all itmetituents: Customer, Shareholders, Employeesetgoc
and the Environment.” One of these objectives gficient Claims service, is chosen for this study

The main purpose of this research is to explorei@etify the basic problems related to claims serof
United Insurance Company.

Problem Statement
Satisfying its customers is the best strategygfowth and profitability of an orgaation. An

insurance company that wishes to satisfy and réagustomers should try to understand custonmersds
and expectations specially related with the claserwice because it is the ultimate objective ofiiimgy as
far as the customer is concerned. Understandingmmess’ expectations however, may not be enough.
Establishing customers’ expectations is also nacgds make it aligned with the service offeredisi$aves
the company from dissatisfying its customers. W hajor (core) activities of any insurance comparey
underwriting and claims settlement.

Unless they handle these activities properly theyelthe risk of losing their customers which isyvesstly
for the insurance companies to regain them. Sskehandling for not losing customers due to clas@vice
and underwriting is important for the insurance pamny and the main objective is the need to focuhen



handling of this risk specially the claims settletnaspect because claims settlement as the ré#b tibe
insurer’s service comes when a claim is reportetherpolicy. It is at this time the insurance cant
assumes a ‘tangible shape’ and insurance protelsoomes meaningful to the insured. Since claims
settlement is the act of fulfilling the terms oétbontract, the claims process can be done taatisfagtion
of both the customer and the company dependinganwell the underwriting is done. Poor underwriting
leads to customer dissatisfaction at the time ahcin that the claim may either be totally rejelcte settled
for an amount below the customer’s expectation (hed Insurance Institute Study Course 820, 2004).

Customers easily attracted by competitors’ adwutsto inefficient claims service coupled with thei
unrealistic/exaggerated expectations in the prosesause policy holders judge the value of theicp@and
their insurer by the way their claims are handlgterefore, it is important for the company to
understand the needs of and problems faced bydaaiamant and resolve such claim issues promptlgtyfa
and equitably.

With this understanding, therefore, this reseaodus$es on identifying inherent and significantsisk the
company which directly emanate from the claims apen and to make sure whether or not risks related
loss of customers, reputation etc. as a resuloof plaims handling is actually the problem of @dit
Insurance Company.

Research Questions
The following research questions can be forwarded

What are the major risk factors that would afféet United Insurance Company in relation to the
claims service?

What is the level of efficiency of claims servioerelation to customers’ satisfaction?
What are the major challenges of the company lineténg efficient claims service?

What risk handling mechanism should be followedh®/company to meet customers’ expectation?

Objective of the Study

The general objective of the study focuses on ifiemg the major internal and external problems and
challenges of the United Insurance Company S.Cinvitte frame work of the existing practice and
competitiveness in retaining customers in relatmthe claims service delivered with the followisyecific
objectives.

To assess the current claims handling processd@fmpany and to propose possible alternate way of
handling claims effectively and efficiently.



To explore the basic problems related to claimgisenf United Insurance Company S.C. and to laok f
best possible ways for improvement.

To identify the factors determining customer satibn level in The United Insurance Company S.ith w
regard to the claims service.

To determine the relative importance of factorschtdetermine formation of customer loyalty.
Scope of the Study

All claims reported to the company are processdthadled centrally at head office representin@all
branch offices of the company engaged in the unal@ng activities. As a result, the scope of thisdy is to
examining the current challenges related to theadhvelaims service of the united insurance compahich
may be considered for a certain period and subjecview after the elapse such period as competénd
other developments may bring about new challengdgeoblems after a certain period say one yearas

Significance of the Study

This study in addition to serving the researcbetlie purpose of fulfilling the requirement to aommp with
a senior essay it will assist the top managemetiteo€ompany to see the gap at every customer fooiah
with specific emphasis to the claims service ofdbmpany and create awareness that the respotysdfili
improving the claims service should not be leftite claims department only. This situation may aisip
the public requiring insurance services.

Research Design and Methodology
1.7.1. Research Design

The research design is diagnostic type. This tffkesign is preferred because the purpose ofttiuy $s to
identify/diagnose existing problems and their reatises by studying the relationship between diftere
variables; and in order to observe situations éendlaims process of united insurance company basedset
of observation of the data collected from focusugreelated to the practice and challenges in claims
handling process.

1.7.2. Sampling Techniques and Target Population

The sampling frame for customers’ data was claisianstomers that have reported motor claims duhieg
underwriting year 2012/2013. Simple random sampt@atnique was employed in selecting representative
sample.

Assuming only 20% of the customers are dissatisfighd the service and opting for 95% level of coefice
and 5% of margin of error, sample size was detexthirsing the following formula:

n= p*q*(z/e) 2

Where, n = the minimum sample size required



P = proportion of satisfied customers
g = proportion of unsatisfied customers
z = value corresponding to 95% confike(z=1.96)
e = margin of error
Substituting the values in the formula: n=245
Using the formula for adjusted sample size n’ €14/ (n/N)
Where, n’ = the adjusted minimum sample size
n = minimum sample size
N = total population (1210)
n’ = 204 rounded off to 200

Target population for employees’ sample data coseplriall staffs of underwriting and claims divisiwith
grade VII (underwriting and claims supervisors) abdve as per the company’s scale and all top addien
management members. Employees who have been emjpleyment of the company for less than one year
were excluded. Target population size was 60. Tpgimoportion of employees relevant for the stud@@&
and applying the same formula as above samplensigaletermined as 55. Sampling technique for this
group also was simple random sampling.

1.7.3. Types of Data Collected

The primary source of data was obtained from tepardents through questionnaire and while the
secondary data was collected from different refegenmelated to the topic including examining cléles of
customer.

1.7.4. Data Collection Methods

Data was collected from customers as well as eygplo of the Company by using questionnaires as
instrument of data collection. Questionnaires egldb key variables of the study were includedhin t
feedback forms which have been developed for bastocer and employee groups. Additional queries als
included for the latter group aiming at evaluating internal problems in detail.

1.7.5. Data Analysis Techniques

Data has been collected, sorted, classified andcctten tabulated for ease of analysis. The dasa wa
summarized and categorized according to the conthemnes. The collected data was analyzed using



frequency distribution table and descriptive stass Mean and standard deviation was used forabelt of
the survey

1.8 Organization of the Study

The research paper has the following organizatiothe first section/chapter introduction, backgrd to
the study, problem statement, research questiessarch design and methodology have been provided.

Second chapter is devoted to review literatureged|to the insurance claims service and correspgmigk
handling/management tools and the third unit devéls data analysis findings and discussions andvied
by the last chapter which represents conclusiodg@rommendations.

CHAPTER TWO
REVIEW OF RELATED LITRATURE
Overview of Insurance Product and Claim.
Definition of Insurance:

The Commission on Insurance Terminology of the Aoaer Risk and Insurance Association has defined
insurance as follows:



Insurance is the pooling of fortuitous losses laps$fer of such risks to insurers, who agree tonmagy
insureds for such losses, to provide other pecyianefits on their occurrence, or to render sesvic
connected with the risk (Rejda, 2003:18).

Scholars and writers have given various definitiohsisurance from different perspeetsuch as
economic, social, legal etc. (Hailu, 2007:23)

Preffer, (1956:35) provides that insurance is dagefor the reduction of the uncertainty of onetpaalled
the insured, through the transfer of particulaksi® another party, called the insurer, who ofters
restoration, at least in part, of economic losséfered by the insured.

Pritchet, (et al 1996: 52) also provide that insgeais a social device, in which a group of indiats (called
“insureds”) transfer risk to another party (calted “insurer”) in order to combine loss experieneesich
permits statistical prediction of losses and presitbr payment of losses from fund contributed ripuens)
by all members who transferred risk.

Article 654(2) of the Commercial Code of the EmpféEthiopia (1960:140) provides a legal definitian
insurance as follows:

An insurance policy is a contract whereby a perxsiied the insurer undertakes against payment ®foon
more premiums to pay to a person, called the beiaefi a sum of money where a specified risk
materializes.

Insurance is unlike some other products: it isd@ional promise. In return for a fee (the premjuthe
insurer promises to make a payment (referred theaslaim) if an event of a specified nature ocusually
referred to as an insured peril) and the insuredequently suffers loss or damage. As such insarisne
risk transfer mechanism; the basic proportion & the insured exchanges the uncertainty of a low
frequency, high severity risk for the certaintyagdbwer cost premium.

The insurance system operates on the principlpsafng/sharing of risks and the law of large nursbe
Pooling and sharing refers to the combination wiilsir insurance pure risks of individuals and ofigation
in a pool, predicting the probable loss to the pant then distributing the predicted loss of theug to all
those in the pool on some equitable basis. Theraapexperience indicates that in a given persai/(a
year) it is very unlikely that all policyholders the pool suffer losses (excluding fundamental pistes)
(Hailu, 2007: 24)

2.1.2. Nature of insurance product

Insurance is a unique product because its qualityonly be judged when something goes wrongao th
the claim is the tangible result of insuring. Thine handling of claims becomes perhaps the mostritaupt
aspects of insurer’s advertising (Chartered Instednstitute StudZourse 820, 2004: 13). Claims and loss
handling is the materialized utility of insurandds the actual "product” paid for.



Therefore it is not an option for insurance comparno give priority to the claims service as theyselling
a promise which they should live up to.

The basic difference between product and servitigaisthe former is tangible while the latter isaimgible.
Service is more labor intensive, involves high oostr contact and it is produced and consumed atatime
time as there is no ‘stock’ concept here. At s@oi@t product has service component and comingeo t
service sector the different types of serviceslmnonsidered as products.

In light of the above, for the insurance sectorgheducts are the various covers it provides likepErty,
Liability and Life Insurance. What makes it diffatdrom other service sectors is that even atithe bf
selling its products it is still selling a promi@hartered Insurance Institute Study Course 8204 52).
What could be referred to as after-sales servicethgr sectors, becomes the main service and tige ve
essence of the sold product. It is the way thiergse’ is fulfilled or complied with that satisfies
dissatisfies a customer, though the way the ‘prenmsssold also has a share.

2.1.3 Insurance Claim:

A claim is a request to be reimbursed (or compeadiled by the insured and addressed to
the insurer. A claim can be made (notified) withantinsured loss event happening (an insured \os% &
an occurrence which is covered under the termieopolicy). In such a case the claim would be iiclval
Similarly, an insured loss event can occur withmataim being made (Chartered Insurance Instittigdy
Course 820, and 2004:67).

It is with this important aspect that insurance pamies are highly concerned with imratd
timely notification of a claim as soon as any claoturs. Failure to report a claim immediatelyrisgedent
to liability. The motor claims manual of the Unitesurance Company, (UIC, 2012:1) for example estats
a policy, that notification of a claim shall be tlesponsibility of the insured or his/her legalresentative
and immediate notification is required.

The requirement to report immediately has not dxgn stated in the claims manual which is prepfmed
internal use but also stated in the standard inseraontract document/policy so that customeraaage of
the notification condition of the insurance policy.

A final characteristic of insurance is indemnifioatfor losses. Indemnification means that the riedus
restored to his or her approximate financial posiprior to the occurrence of the loss (Rejda, 2083

2.1.4 Claims Procedure



The procedure of handling claims depends on a nuoflEases like type of cover, amouitiaim,
etc. The following are the basic stages involvedai@red Insurance Institute, Study Course P017:300.

Notification of Claims — The insured should notify the Company the laas/age immediately within
reasonable time of the occurrence, by completingégrepared by the insurer for this purpose (@it$
Course P01, 2007:69).

Claims Processing

Before accepting liability the insurer determinles validity of the reported claim by checking whextH(Cl|I
Study Course P01, 2007:70).

Cover was in force at the time of the loss

The person making the claim has the right to claider the policy

Peril is covered by the policy

The sum insured is adequate

The insured has complied with the policy conditions

No exclusions apply

There is any other reason the insurer might wisiejtect the claim (e.g. Suspected fraud)

Claims that do not fulfill the minimum requiremenmill be rejected. The claim resolution process wi#rt
only after the validity of the claim is verified sBessment and investigation for property claimsislly
done by company's surveyors for simple and stréogiverd claims and where the loss is large and ¢exnp
the service of independent surveyors and loss s@seis employed. At this point the insurer willdha
reserve for the expected claim payment, termeda&m€ estimate. (Chartered Insurance Institute ystud
Course P01, 2007:73).

Claims Settlement— Actual Settlement amount depends on a numbexabdifs like the nature of the cover,
the adequacy of the cover and the application gfcanditions which limit the amount payable or teems
of settlement. The company may choose the modetthhg the claim as repair, replacement or paynrent
cash, but all modes of settlement should be inwiitle the principle of indemnity according to motaims
manual of United Insurance Company(UIC, 2012:38).

It would be necessary at this point to explain whdemnity means which is one of the fundamental
principles of insurance. The act of Claims settleti® dictated by the principle of indemnity whishone of
the doctrines of insurance. The idea of indemrstthat “the insurer agrees to pay no more thamac¢heal
amount of the loss; stated differently, the insusleduld not profit from a loss.” (Rejda, 2003:79).

2.1.5. Claims handling and public perceptions



The purpose of claims handling is far greater jfnahcomplying with the contractual promise aneréfore
serves as an opportunity where the insurance coyrgsls its image to the public. A dissatisfiedtoanser
is bad publicity to the company. Charles, (198d&3cribes the public’'s influence as follows:

The general public is, inevitably, an influenceatemm decisions. This is only natural, as insuraisce
provided as a service to the public. The influeoiche public is felt in many ways and for manysies.
Although additional business may be generated aneaigging policy owners, a company’s market for new
customers consists of members of the public whaatreurrently policy owners.

2.1.6. External influenceon claims

Apart from the general public and policy holder® judiciary is another external influence inrms
settlement. There is a general tendency by cooiisdtect the public more than the insurance comegan
Any ambiguity is decided in favor of the Insurednsidering that insurance contracts are draftethéy
insurer without the participation of the applicafMision, Journal of Society of Insurance Profesais,
contributed by Teffera Demiss, 2009:12).

To some extent, an internal influence also cortsstthe claims environment (Charles, 1980).Somsetime
claims handling personnel are squeezed betweanréspionsibility to handle reported claims accagdim
their merit and the reaction of the other work simithin the Company itself, usually underwritingl&s
department. Underwriting and sales departmentdetorof losing their customers, want the Claims
personnel to be flexible and liberal in the hanglaf claims. However it's not possible to pleaserglody.
Therefore, the claims people should strike a b&dmstween the interest of the insurance Companytend
proper and equitable treatment of claimants (Cbafl880). Furthermore, the claim function is urttier
pressures of cost effectiveness by top manager@éairies, 1980:135).

Customer Satisfaction

Customer satisfaction (CS) is a term that has vedetonsiderable attention and intewasiong scholars and
practitioners perhaps because of its importaneekey element dbusiness strategy, and goal for all
business activities especially in today’'s competitnarkef{Gro 'nroos, 2000).

Theconcept has been variously defined by many autH8etisfaction is a person’s feeling pleasure or
disappointment resulting from comparing a produpésgformance (outcome) nelation to his or her
expectation” (Kotler & Keller, 2006: 144).

“Satisfaction is merely the result of things natiigg wrong; satisfying the needs and desires of
consumers.”(Besterfield, 1994:195).

Admittedly, satisfaction is more complex to deftneaccurately fit every context and measure. Invtbeds
of Oliver (1997:102), “everyone knows what [sattdfan] is until asked to give a definition. Therséems,
nobody knows”



Satisfaction can as well be related to other naalityudimensions (Singh, 1991). It may be relatedn on-
going business relationship or with price-perforogrsatisfaction with the time or service deliveryhe
service experience, service context and satisfagtith entire reputation and outlook of an orgah@a
Even with the product or service quality there barseveral dimensions.

Therefore depending on the purpose one wants ie\aglone can relate satisfaction to any object of
interest. Satisfaction can be related to attritlajteeific and overall performance. It is attribypedfic where
it relates to a specific product or service.

In our context, therefore satisfaction can be related to a speaifribute, such as insurance underwriting and
claims service.

Claims provides insurance companies with the opidst to deliver real value to their customers, &0
experience of the company’s service in this sitrais critical in determining whether they renewake out
future new business. The insurance company canegesources of business from satisfied customers’
recommendation (Chartered Insurance Institute SGalyrse 820, 2004).

Consumer satisfaction has been conceptualizeceimtrketing literature as the difference between
perceived performance of a product/service and smggitive standards such as expectation and defsire
consumers (Oliver, 1997). In this regard satistarcts the result of perceived product performammksome
expectation or desire of consumers. This resulgsaanfirmation or disconfirmation of customer estpdion
and desire.

Expectations — disconfirmation model of customéistection suggests that “if customers perceivérthe
expectations to be met (positive disconfirmatidv@yt are satisfied. If their expectations are urpsfermed
(negative disconfirmation), they will be dissaksfi (Buttle, 2009:44).

After learning customers’ expectations, a compdrukl translate customers’ needs and expectatias i
specific activities and procedures which can berrefl to as Service standards (Tschohl and Fraremie
1997).

A discussion on external customers’ satisfactiohat be complete without mentioning about emplkesje
who are the internal customers of a company. Theav@mpany handles its internal customers has a
cascading effect on its capacity to acquire ar@imegxternal customers. Good external service digpen
the level of service the employees receive fronr #rmployers (Webb et al., 1978).

In order to be able to give their customers arcigffit service, companies should give more attertidheir
human resource. Treating all employees equallyowmitifiavoritism, paying them good, improving their
benefits, motivating them and creating a good waykitmosphere are some of the things that will tead
their satisfaction. Employee retention should hegiproper attention. Tschohl and Franzmieier (1532)
states that, “the most effective means of redutungover is motivating employees to high-quality
performance from which they derive satisfactiort thads them to work hard to retain their jobs.&féfore
the importance of satisfying and motivating empks/eannot be overemphasized.



Johri (2009:1) defines customer satisfaction gsumance as follows:

The use of a Policy Product purchased for a coghe ultimate satisfaction of the buyer, whenaanclis
paid. The satisfaction is not fully achieved onlyem a product so purchased gives its full useitlalso
stipulates that the product bought by the buyelrgiie him the expected fruit, i.e. peace of mindidg the
product cycle when it is in use by the customer.

2.3. Customer Service Quality in insurance

Quality must reflect customers’ expectation. Demishbout quality levels can only be taken witheacl
view of customer expectation.

According to Fogli(2006) service quality is “a gidudgment or attitude relating to a particidarvice;
the customer’s overall impression of the relativieriority or superiority of the organization and services.

Stafford et al. (1998) pointed that insurance piexs are putting increasingly more emphasis oncerv
guality and customer satisfaction. He further ndated service quality in insurance industry is nueaed
through complaint ratio which is the number of reed complaints divided by a measure of insurance
business enforce.

(Govind, 1992: 26) defines customer satisfactiomsurance as follows:

The use of a Policy Product purchased for a casthé ultimate satisfaction of the buyer, whenaanalis
paid. The satisfaction is not fully achieved onhlew a product so purchased gives its full usejtlalso
stipulates that the product bought by the buyek giwle him the expected fruit, i.e. peace of mindrdy the
product cycle when it is in use by the customer

2.3.1. Measuring Service Quality in insurance

In the context of claims operations, service statglanean ‘management’s expectations to the turmarou
time of a claim, that is the amount of time thaipsies between the receipt of a claim and the cld@aision
(Charles, 1980:492). There are different formsatfisg standards based on type of claim activitpived.

Unlike the quality of tangible goods, the intangiblature of services makes their quality diffi¢alt
measure. Service cannot be subjected to objectiakty control tests before it is provided to trengral
marketplace; it is only with experience that we krftow consumers perceive the quality of the
services they receive. There are four levels ofityua

Below threshold quality: Fails to meet the expeactat

Basic threshold quality: Meets the expectations does neither more or less.



Enhanced threshold quality: Identifies that thet@oner would see an element of quality, but whicheon
delivered, they will see as no more than a reademabeting of expectations (e.g. following faildoepay a
valid claim on time, payment is made with an apglplys interest)

Incremental quality: Identifies that there are edas of quality which can be delivered at a realsleneost
compared to revenue and which the customer coeldsexceeding expectations. (E.g. following failtar
pay a valid claim on time, payment is made witlapaology, plus interest, plus a certain amount as
recognition of inconvenience (Chartered Insuramnsgtute, ClI, Study Course 820, 2004:64)

Survey conducted to study the level of customesfsation with their reasons why they changed iesur
(Chartered Insurance Institute Study Course 8204 2®) indicate that customer expectation of a geod
quality claims service include but not limited to:

Speed of response

Prompt authorization of repairs for property andentosses
Fair settlement and

Prompt issuance of cheques in settlement of claims.
Risk of Fraudulent Claims( challenge)

The fact that insurance is open to fraud makesvihré& of insurers challenging. They have to keegym
and carefully scrutinize the claims to protect tselwes against internal and external frauds.

Fraud has been an integral part of insurance évee the first fraudulent marine cargo claims imiée in
the Middle Ages. Only recently, however, has figgtthis fraud become a priority (Chartered Insueanc
Institute Study Course 820, 2004:89).

In managing the claims handling function, insusesk to balance the elements of customer satisfacti
administrative handling expenses, and claims oyenpat leakages. As part of this balancing act,duent
insurance practices are a major business riskihat be managed and overcome.

In the insurance business, satisfying customersrhes very challenging. Quite often, when a yeas diye
without a claim being reported on their policy, tmmsers grumble that they are paying their moneyain.
The peace of mind that comes with transferringisieonto the shoulders of the insurance compaigkisn
for granted. It is also common to hear customessn ¢hose who never had a claim, saying “Insurance
people treat their clients with a smile until tregflect their money, but when a loss occurs thegtveaery
loophole to reject the claim.”

While some of the complaints are invalid complathist arise from lack of awareness of insurancéless,
high expectation of service or false accusationdemia an attempt to make benefit out of insuranaieng
there are, however, valid and well-founded compsairfinsurance Institute of India IC 56, 1993)aifs
fraud may arise as a result of deliberate plannmgasual opportunity, and in each case it maylug/o



complete fabrication of losses or relatively sneathggerations. It may be motivated by pure prefitking,
a sense of entittement, desperation or resentrBakief, 1996).

The problem of moral hazard is recognized as amsit business risk for insurers, and the insuganc
contract, insurance law, insurers’ claims handpractices, and even the selection of insured takea
account (Baker, 1996: 73).

2.5. Competition

In the face of a stiff competition such as the &pn Insurance Industry is struggling with, chaggiower
premium may not continue to be a competitive acagat The awareness of the insuring public towards
insurance is increasing and high expectation afieerespecially claims service, has become therartl
the day. Nothing less than an efficient claims werwill satisfy such enlightened and well informed
customers. Therefore insurers should pay closataiteto their claims service in order to keep thei
customers with them and play fair game in the campe (Draft Risk Management Programme, UIC).

Customer Complaint Handling and Dispute Resolution

The numbers of claims that are a source of dispigevery less as compared with the majority ofhaetaihat
are settled promptly. Controversies may arise wntstege of the claims process. Usually disputese amnd
are mainly about whether a claim is covered byleypcamount which should be paid or speed withaklihi
claims are handled. In case of such disputablmsld is quite difficult to settle amicably andgh
necessitates establishing some form of disputdugsio and complaint handling procedures by theiles
(Chartered Insurance Institute Study course 8204:160)

The most advised dispute resolution found to becéiffe by most insures is Alternative Dispute Resoh
(ADR). ADR is advantageous in that it enhances daewl is less costly than litigation. It is morexible
and helps in preserving business relationships, tésulting in

customer retention. The different forms of ADR ind# Mediation and Conciliation, Expert appraisal,
Expert determination, etc.

CHAPTER THREE
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

In this chapter the results of analysis of theexiftd data from customers and employees through
guestionnaire and interview on the major servictois are reported. The response rate and respsnden
profile followed by stages of the analysis are pnésd in the first few sections. In the latter e,
findings are reported and discussed.

3.1 General characteristics of respondents

3.1.1 Employees



Table 3.1: Working Department Classificatiorof Employees (Sample)

Working Dept. No. of Employees Percent
Operations Department 3 5.0
Underwriting Department and
Branch Office Managers

35 59.0
Claims Division 16 27.0
Finance and Administration 2 3.0
Marketing Department 3 5.0
Legal Services 1 1.0
Total 60 100.00

Source: HR& Adm. Department

Division wise classification shows that 16 (27%Yyespondents are from Claims Division and 35 (59%)
from Underwriting Division which is composed of Bich Managers and Underwriters. The smallest group 9
(14%) is that of middle and top management group.

Though sampled employees were 60, only 56 questices were distributed to sampled employees. Total
number of responses was 51 while non responses2vérgo other employees were ineligible to respond
because they are not directly involved in operai@ctivities. Total response rate worked out &%.96

Table 3.2: Sampled Employees Classification by their ye of service in The United
Insurance S.C.

Year of Service No. of Employees Percent
Less than 3 years 8 15.0
3-5 years 24 48.0
6-10 years 12 23.0
More than 10 years 7 14.0
Total 51 100.(

Source: Field Survey

For the first sample, which is employees group,amigj of 32 respondents (63%) have been in the
employment of the company for less than five ye¥fisile 12 (23%) lie in the 6 to 10 years categdry.
employees (14%) of them have been with the companmyore than 10 years. Considering their overall
experience in the insurance practice, 36 emplof€686) of the respondents have worked in the ingldet



up to 10 years. 9 employees (18%) have servectimtustry from 11-20 years and 6 of them (12%) are
having more than 20 years experience.

3.1.2 Customers

Table 3.3: How Customers choose UNIC to bedlr Insurer

Reasons for choosing UNIC Customers Response

No. Percent
Advertisement - -
Reasonable premium 20 16.0
Recommended by a friend 25 21.0
Acquaintance with employees of the| 45 37.0
Company
Through insurance agent/broker 25 21.0
Being a share hold 6 5.C
Total 121 100.(

Source: Field Survey

Majority of the respondents (37%) chose UNIC tdhmar insurer because of their acquaintance with
employees of the company while 21% were recommehgedfriend. Another 21% were introduced to the
Company through agent/broker and the rest throtiggr @hannels. As regards branch location, 63%eof t
respondents placed their business in brancheslaatAddis Ababa while 37% of them are insurechwit
branches located outside Addis Ababa. While chectieir business relationship with UNIC, 48% ofrthe
were found to have been insured with the Companynfare than five years.

As discussed in the previous chapter, minimum sarsigke for the customers was computed as 200. The
guestionnaires were distributed to twenty-two bhesc The method adopted for administering
guestionnaires was delivery and collection wheestanch managers delivered the questionnaires to
client’s place and followed up with the customensdollection of the completed form. This method of
administration was opted because it results irebetisponse rate than mailed questionnaires. Mgjoirthe
sampled customers were individuals, most of whomewareachable because neither fax number nor le-mai
address was found in the policy records. In anreftoincrease response rate, responses were keenly
monitored. The investigator followed-up with theibch managers, who in turn pursued with the cusgme

Total usable questionnaires were 121, non respeasel9 and 5 were unusable as there were missing
values and inconsistency of information was detkotene of them. Despite the time constraint, the
response rate turned out to be 72%, (126 respaurisa @75 distributed questionnaires) which is
satisfactory.

From a total of 200 sampled customers, feedbackol&sned from 121 respondents, of which 50% were
individual customers while the other 50% represgoiganizations. Although in the company’s register
book the composition of individual customers anglamizations is 40:60 percent for the target poprahe



proportion in this sample turned out to be 50:5¢dbse of the non response of most individual custsras
explained above.

3.2 Analysis of Data and Interpretation

3.2.1 Customers Perceptions of the Servic&o explore customers’ perceptions in connectioi wiaims
service of the company, customers were askededhatservice in terms of key service features.rékalts
are presented as follows.

Table 3.4: Frequency Table of Customers’ Perceptiaof Service Features

Frequency Percent Valid Percent Cumulative %

Customer Handling
Very Good 37 30.6 30.6 30.6
Good 36 29.8 29.8 60.3
Moderate 27 22.3 22.3 82.6
Responsiveness
Very Responsive 31 25.6 26.3 26.3
Responsive 33 27.3 28.0

54.2
Moderate 33 27.3 28.0

]2 ¢

Authorization of Repair Work

Very Good 11 9.1 9.3 9.3
Good 33 27.3 28.0 37.3
Moderate 42 34.7 35.6 72.9

Settlement of Claim

Fair 18 51.0 36.0 36.0

Small Variance 24 33.0 48.0 84.0

Issuance of cheques




Very Fast 10 8.3 8.6 8.6
Fast 11 9.1 9.5 18.1
Moderate 50 41.3 43.1 61.2
Slow 34 28.1 29.3 90.5
Very Slow 11 9.1 9.5 100.0
Total 116 95.9 100.0

Missing System 5 4.1

Total 121 100.0

Source: Field Survey

3.2.1.1 Customer Handling

Majority of the respondents, about 60% perceive tthey are receiving good customer handling. Around
22% of respondents are saying the service is mtale#ale the rest of them (18%) rate is as pooe. t@ble
3.4.

From the data, the majority (60%) has no complamthe customer handling of officers of the Company
However a significant part of the respondents (468pjesents those who are neutral and have natetéci
whether to rate the service is poor. This signglsshlem in this area.

3.2.1.2 Responsiveness

The perception of 54% of the respondents is trebtficers are responsive to customer’s requestie wh
18% of the respondents say the officers are npbresve see Table 3.4. Since comparing the extemds
(positive and negative) may not give a completéups; focus should be made on middle group (28%).
About 45% of the feedbacks indicate that the le@feesponsiveness is not up to the required level.

3.2.1.3 Promptness in Authorization of Repair Work

As perceived by 37% of the respondents, repair weakthorized by the Claims division promptly vehil
27% of the respondents say that the process is Blowstill a significant percentage of respond€@66)
rate the speed as moderate. See Table 3.4. Toipwriother way, around 63% of respondents aragay
the speed is not fast which calls for immediaterdion of the Claims division in this area.



3.2.1.4 Fairness of Settlement of claims

Settlement of claims is perceived as fair by 51%hefrespondents while 33% say there is small neeia
between the settled amount and what they expeetrdst of respondents (16%) reported wide variance.

However, in practice, variances as small as 1Gtpetcent, are considered negligible. It is assutiatdout
of the 33% responses (small variance) a signifipententage would fall in the 10% to 15% range.
Therefore, responses that fall in the ‘fair grooah be considered much higher than 51%.

3.2.1.5 Promptness in Issuance of Cheques

Majority of the respondents (43%) is saying spdecheque issuance is of moderate speed and ar®@%d 3
of the respondents perceive that the speed is $hotetal 82% of respondents agree that the speadti
fast. See Table 3.4.

Considering the complexity involved in the sernvieatures examined, issuance of cheques is rehativel
expected to be much smoother and easier. Howewvarsituation where 82% of respondents agreed that
issuance of check is slow, it shows how customerslzappointed for a simple reason/task whichezeily
be corrected. Because the issuance of cheque @iteesll the claims process is finalized and thant
payable is approved by the concerned official. 8aylin issuance of cheque at final stage hasfgignt
implications to the extent of spoiling all efforteade during the claims process.

3.2.1.6 Identifying the major causes of delay in #hclaims process

Table 3.5: Cause of Delay as perceived by customers

N=78

Cause of Delay Frequency Valid percent
Lack of proper repair follow up 30 38.0
Unavailability of Parts 27 35.0

Delay in bid process 26 33.0
Negligence by Company’s officers 24 31.0
Delayed delivery by parts suppliers 18 23.0
Failure by garages to meet repair time limit 13 .017
Incomplete documents produced by claimant 7 9.0

Source: Field Survey



Customer respondents were asked to indentify caafseday they experienced while their claim wamge
processed (Q.5). Seventy eight respondents answheseguestion while the remaining 43 respondeteited
that their claim was not delayed. See table 3.5

Lack of repair follow up was identified as a cabyemajority of the respondents (38%), followed by
Unavailability of parts (35%). Delay in bidding mess and negligence of Company'’s Officers were
identified by 33% and 31% of the respondents, retspy.

3.2.2 Customers’ Overall Satisfaction

Table 3.6: Customers’ Overall Satisfaction

Level of Satisfaction | Frequency| Percent Valid Perc# Cumulative
Percent
Highly Satisfied 10 8.0 8.0 8.0
Satisfied 42 35.0 35.0 43.0
Moderate 46 38.0 38.0 81.0
Dissatisfied 18 15.0 15.0 96.0
Highly Dissatisfied| 5 4.0 4.0 100.0
Total 121 100.0 100.0

Source: Field Survey

Respondents were asked to indicate their levehtidfaction in the service. Majority of the respents
(57%) are either dissatisfied or are neutral abimeiservice. Only 43% of the customers are satisfie

Comparing the mean score in the general satisfagdable for individual customers (3.29) and
organizations (3.25), no significant difference waserved in the level of satisfaction of the twougps.
However the variation in values was greater amadgiduals group (standard deviation = 1.097) asiresy
0.779 for the organizations.

Furthermore, no significant difference was obselveitveen the level of satisfaction of customerarned
with branches located in Addis Ababa, where claangshandled, and branches outside Addis Ababa (Mean
scores were 3.31 and 3.2, respectively).

Table 3.7: Do customers Recommend United Insurandgeo. to their Friends?

No. of Customers Percent

Yes we recommend 93 77.0




No we don’t recommend 28 23.0

Total 121 100.0

Source: Field Survey

Asked whether they recommend United Insurance Geio friends, 77% respondents said they
recommend. However 23% of them are saying theytdenbmmend United Insurance Co, which suggests
that they are not happy with the service. Thougly thre the lesser number of respondents who don’t
recommend United Insurance Co the negative effeitiese aggrieved customers is very high. A single
aggrieved customer can affect the good will ofdbmpany. Therefore, this part of the finding isgibsue

to the company.

Table 3.8: Comparing the claims service of Unitednisurance with other Competitors

Frequency Percent Valid Percent Cumulative
Percent

Very efficient 18 15.0 15.0 15.0

efficient 35 29.0 29.0 44.0
Same as others 42 35.0 35.0 79.0
Less efficient 26 21.0 21.0 100.00
Inefficient - - -

Total 121 100.0 100.0

Source: Field Survey

Respondents were asked how they rate the claimgseaf United Insurance Co as compared with other
competitors. About 44% of the respond are sayingedrinsurance Co’s service is more efficient thérer
companies, 35% of them put it in same level asratbmpetitors and 21% of them rate the servicess |
efficient than others. Here, percentage of those rake the service as less efficient than compstitoa

significant amount and therefore the company shtakld care of.

3.2.3 Factors Causing Customer Dissatisfaction

Table 3.9: Factors Causing Customer Dissataction

N =63

No of Valid
No | Source of Dissatisfaction Respondents | Percent
1 | Delay in claims processing 31 49.0




2 | Failure in the Company’s Procedure, no flexipilit 20 32.0

3 | Overall service: poor customer handling, delay in 20 32.0
response or no response at all

4 | Post risk Survey 10 16.0
5 | Garages’ Incompetence and delay in repair work 0 1 16.0
6 | Poor follow up (repair work and other processes) 9 14.0
7 | Unfair settlement, delayed cheque issuance 7 0 11.
8 | Excess-delay in refunding excess paid by claimdr@n | 7 11.0

third party is at fault

9 | Policy terms and conditions not explained to@ungrs, | 5 8.0
advice not given to customers to revise the sunrets
of their vehicles

10 | Inexperienced and inadequate Staff, no supervesnd |5 8.0
monitoring by management

11 | Shortage of Parts suppliers 5 8.0

Source: Field Survey

To study causes of dissatisfaction, an open endestign (Q.10) was included in the questionnaikings
respondents to give feedback on aspects of thérexidaim procedure which they feel should be atieeh
or totally changed. Only sixty-three respondent® geedback on this. Most of the answers however,
revolved around the overall service rather thanroents on specific procedures. The points are suinehr
as shown in table 3.9

Delay is observed to be the biggest source of caimpas can be seen from table 3.9. Majority ef th
respondents (49%) are not happy with the speethimhg processing. This includes all stages of #reise,
starting from the time they notify a claim to firadllection of payment. Causes of delay are dissligs
section 3.2.1.6.

Second biggest cause of dissatisfaction identliedespondents (32%) is related to claims procedure
adopted by the Company. Most of the points raisetlide comments on procedures being long and
inflexible. One specific point mentioned was retate centralized claims service, which is consideag a
problem especially by customers who are insuret taianches located out of Addis Ababa. Since claims
are centrally handled at the head office of the Gamy, claims insured with branches located outddig
Ababa, have to come to the head office to follovthgir cases. Although they can report their clarthe
insuring branch that facilitates the process fenthin case of major damages they should necessanie
to the head office. Additionally, in connection wialvages, customers complain about the cost and



inconvenience involved in delivering salvages ® @ompany. They are of the view that the Company
should devise another way of collecting salvages.

Other sources of customer dissatisfaction emphagigeespondents were poor customer handling alay de
in response or no response at all sometimes. Pnshielated to post risk survey, incompetence ciggs
and poor follow up of claims by the company’s défis were mentioned by most respondents.

Table 3.10: Frequency Table for Employees’ Percejoins of Service Features

| Frequency | Percent | Valid Percent | Cumulative
Customer Handling
Very Good 4 7.8 7.8 7.8
Good 16 314 314 39.2
Moderate 16 314 31.4 70.6
DA~ 4« Wal 10 C 10 C [aYa Ml
Responsiveness
Very Responsive 2 3.9 3.9 3.9
Responsive 11 21.6 21.6 25.5
Moderate 35 68.6 68.6 94.1
Authorization of Repair Work




Very Fast 3 5.8 6.0 6.0

Fast 4 7.9 8.0 14.0
Moderate 29 56.9 58.0 72.0
Slow 12 23.5 24.0 96.0
Very Slow 2 3.9 4.0 100.0
Total 50 98.0 100.0

Settlement of Claim

Fair 18 35.3 36.0 36.0
Small Variance 24 47.1 48.0 84.0
Wide Variance 8 15.7 16.0 100.0
Total 50 98.0 100.0

Issuance of cheques

Fast 5 9.8 9.8 9.8
Moderate 25 49.0 49.0 58.8
Slow 21 41.2 41.2 100.0
Total 51 100.0 100.0

Source: Field Survey
3.2.4 Employees’ Perceptions on key service Featsre

Employees were asked to specify their perceptidtiseokey service features. The results are asvicli See
Table 3.10 above.

About 39% of the respondents are of the view thatamers are handled well, while 31% and 30% fede t
service as moderate and poor respectively. AboubbBéspondents perceive responsiveness towards
customers request as poor, 25% perceive it aswhedeas the majority (69%) perceive it as moderate.
Majority of the respondents (58%) rate speed di@ugation of repair work as moderate, while 28% of
them rate it as slow. Only 14% of the respondeal®¥e that repair works are authorized speedilgoad
half of the respondents (48%) think that claim$leetents have small variance, while 36% of thencgiee
that fair settlement are being made. Only 16% eiffrtlthink that there is wide variance in claims pagtn
from what it should be.



Respondents were also asked to compare the clanvisesof UNIC with that of competitors. About 40%
(the majority) rated the service as less effici8Ago of respondents think it is same as competisarsice,
whereas the rest (26%) think that it is efficidmdn others.

Table 3.11: Causes of Delay (Employees’ Ranking

N=51

Rank | Cause of Delay Frequency Valid percent
1 Late delivery of parts by suppliers 18 35.0

2 Inadequate resource (staff) 14 27.0

3 Claimant’s lack of awareness of the 10 20.0

procedures
4 Late bid submission 3 6.0
5 Unskilled man power 2 4.0

Source: Field Survey

In section 3.2.1.6 causes of delay identified bstamers were discussed. As investigated in thesgdieg
sections, there is a delay element in the perfoocman both internal and external players of theiser This
necessitates taking a closer look into this problRespondents were asked to rank the sourcesay el
claims processing from most severe (1) to leastrs@®). For summary see table 3.15. Late delivépaots
by suppliers was rated as the most severe by 35%spbndents, followed by inadequate resource
indentified by 27% Claimants lack of awarenessefgrocedures was identified by 20% of the respatsde
and was ranked third.

3.2.5 Assessment of Internal and external Factors IClaims Processing

Table 3.12: Frequency of Various Claims Factors

| Frequency | Percent Valid Percent ‘ Cumulative
Service Quality
Improving 18 35.3 35.3 35.3
No Change 20 39.3 39.3 74.6
Declining 13 25.4 25.4 100.0
Total 51 100.0 100.0
Adequacy of Staff




More than Enough | - - - -
Enough 14 27.5 27.5 27.5
Not Enough 37 72.5 72.5 100.0
Total 51 100.0 100.0

Follow up of Claims

Regularly 33 64.7 64.7 64.7
Only sometimes 18 35.3 35.3 100.0
Never Follow up - -

Total 51 100.0

Legitimacy of Customer Complaint

100% - - - -

75% 19 37.3 37.3 37.3
50% 23 45.0 45.0 82.3
25% 9 17.7 17.7 100.0
Total 51 100.0 100.0

Aiming to further examine the various issues reldtethe service, employees were asked detailestiqus
and few selected management group have been mtergi Most of the internal and external factors
reflected in the service are noted below as pde tald2.

3.2.5.1. Claims Division

To assess the performance of the claim divisispordents were asked to answer few questionsgirect
related to the division.

Service quality. Comparing the service currently provided to thigbreceding years, about 36% of the
respondents think that the service is improvingo3y there is no change and the remaining 26%lfatl
it is declining (Table 3.12).

Adequacy of staff About 72% of the respondents think that numbeslains staff is inadequate, as
compared with the frequency of claims being rembridis can be taken as one of the reasons foy dela
claims processing (Table 3.12).

Follow up of Claims casesAround 65% of respondents are of the opinion tblk@w-up of in-progress
repair work is done almost always while 35% of thtaimk that follow up is done only sometimes (Table
3.12).



Customer’'s Complaints It is understandable that not all of customedmplaints are genuine and
reasonable. Some of the complaints may even bersatt principles of insurance on which the Company
cannot compromise. Respondents’ view was sougiat abhat extents they think complaints reported by
customers are legitimate. Majority of respondeA&/4) believe that fifty percent of the complaints a
legitimate, while a significant parentage of regpemts (37%) believe that seventy five percent ef th
complaints are legitimate. Around 18% of responsl&atwvever, believe only twenty—five percent of the
complaints are legitimate (Table 3.12).

Significant percentage of responses indicatingidieg service quality, inadequate number of staff poor
follow up of claims show the weak spots of the siwn.

3.2.6. Customers’ and Employees’ Feedback on how limprove the Service

Respondents (both customers and employees) weed &skuggest ways of improving the service. Ninety
six customers and 43 employees forwarded theirestgms. The major points are complied as folloar. F
detail see Appendix ¢ and d. Feedback from managegneup obtained through interview is also incldide

It was remarked that the claims procedure adopyatidoCompany needs to be modified. Decentralizing
claims service up to a certain level was also &diisy both groups. It was also commented that the
Company should have proper service standards ae pRegarding staff issue, equipping the claimssidix
with adequate and experienced staff was adviseddst of the respondents. The need to monitor tiensl
division and reducing staff turnover were also eagired by customers.

Handling customers with courtesy and providing sgesettlement of claims was stressed by respondents
The need to select competent garages, having mppiers and proper follow up of claims cases vatse
among the few suggestions highlighted by most efréfspondents.

3.3. Conclusion

Customers’ perception was analyzed and it was wbddhat their expectations are not met and hdree t
are not satisfied with the Company’s claims servigationship between some of the variables was
discovered. Internal and external factors in thedtiag of claims were assessed and cause of custome
dissatisfaction as well as factors contributinglétay in claims processing were indentified.



CHAPTER FOUR
SUMMARY OF THE FINDINGS, CONCLUSIONS & RECOMENDATIO N
Introduction

This chapter summarizes the major points/issuestwénie the basis of this study starting with theyve
purpose of the study, the initial research questrarsed and the actual findings. Furthermore, the
conclusions followed by recommendations are preskent

4.1. Summary of the Findings

In considering the special nature of motor insueatiaims which is high frequency and their beingrses
of dispute most of the time, particular emphasis gigen to this class. For this purpose the tgogpulation
of customers which is 1495 (see 1.7.2) was deteunio be claimants that have reported motor claims
one year 2012/2013 and almost all of the questiotize feedback-forms revolved around motor claims.

The study explored customer perceptions in conmeetith the claims service. Analysis of the dateesded
that there is a gap to be filled to enhance cust@aiisfaction. Based on the initial research doestit has
been attempted to see the level of claims senfitlkeocompany in relations to customers’ satistagtrisk
factors that would affect United Insurance S.C. €he level of claims service is proved to be below
customers’ expectation and perception,

Moreover, the research identified causes of custaliseatisfaction by examining customers’ feedb&ak.
customer respondents have given feed backs onrel@ertified causes for dissatisfaction (see tat9¢
and 31 respondents (49%) suggested that the mainesof dissatisfaction is delay in claims procegsi
Another source of dissatisfaction recognized wésed to the company’s claims procedure, which
customers considered as being long and inflexikie. rest of the issues were related to poor custome
handling and delay in response.

Furthermore the study investigated most of theasust touch points, both internal and external & th
company. Some of the internal factors observed yireaelequate staff of claims division, and delay by
company’s surveyors in conducting and reportingast risk survey. External factors include Problems
related to Parts dealer companies, local suppdiedsgarages.

4.2. Conclusions

Form the findings of this research, it can be codet that the level of claims service in relation t
customers satisfaction is far below the expectatmfithe customer. This can be easily observed from
analyzed data and findings where evaluation orooust overall satisfaction reveals that (table H8Y6 of
the respondents are not satisfied. This findingeskes the research question no.2 where the Ievel o
efficiency of claims service of the company in tiela to customer satisfaction is below the expected



Taking the sensitive nature of the business intmaat, this figure is very high. Delay in claim®pessing
is the major cause of customer dissatisfactiomBéo from 63 respondents. Form the investigatioderan
internal and external factors, one of the resequastions no 3 has been addressed that the nhalberges
of the company in delivering efficient claim sewviare identified. The study has identified lacladéquate
staff in the claims division as the root causeelfg. Had the division been equipped with adeqaate
experienced staff, the impact of other factors ddwslve been reduced considerably through consistent
follow up. Additionally, staff turnover in the dision has also contributed to delay. There seerhs tack of
proper hand over of pending actives when an offiesigns, hence the newly assigned officers takeeso
time to familiarize themselves with the pendingesas

Another conclusion that can be drawn from thisaedeis that, customer satisfaction is highly asged

with customer handling. Apart from this associatwonfirmed through statistical analysis of the gfute
researcher observed that good customer handlihg isey to customer retention. Some responderitseof
survey commented that they are not happy with saspects of the claims service, and they don’t
recommend United Insurance company to their fridtedde3.7). This is one of the major risk factthrat
would affect the United Insurance Company S.C. beea@ven one aggrieved customer can harm the good
will of the company i.e. addressing the researadstion no.1

4.3. Recommendations

This study suggests that the responsibility of iowprg the services should not be left to the cladnssion
only. The gap at every customer touch point shoeldilled. This needs a concerted effort by top
management in periodically reviewing the perforngatall work units that have a direct or indireale in
claims service so that a risk handling mechanidmsilgl be followed by the company to meet customers
expectation.

The researcher recommends that the company shgutniwork toward enhancing customer satisfaction.
This can be achieved by focusing on the causesséiisfaction identified through this researche Th
following measures are suggested to be taken byatmpany:

Equip the claims division with adequate man powsrge overstressed staff cannot be expected to give
efficient and quality service. Capacitating staffgsoviding intensive trainings on insurance disogpand
customer service should be given priority.

Encourage and motivate employees to continue in ¢hetomer centered attitude and aspiration toward
delivering a quality service. At the same timettryeduce staff turnover rate by studying from exit
interviews the shortcomings of the company in retaj employees.

Give due attention to customer handling and beifastsponding to customers’ requests.

Set proper and achievable service standards andanbow well they are being met. This will help in
identifying the bottlenecks and avoiding unreastamdelays. Review the existing claims procedurektan



to see to what extent the changes suggested igspendents of this research can be incorporatadngl a
proper customer complaint handling proceduresaeels also recommended.
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APPENDIX-A
St. Mary’s University
Faculty of Business

Department of Management

Questionnaire to be filled by Customer of United lisurance Company S.C

This questionnaire is designed to collect dataHerstudy on the Claims handling practice and
challenges of United Insurance Company in partifflliment of the requirements for my first
degree. This study aims to get information abouir yeelings on the service you get from
UNIC, Ethiopia. The information that you providelivae kept secret and be used mainly for
academic purpose.

Please tickv your answer in the box provided

How long have you been insured with The United tasae Company SC (UNIC)?

] Lessthan | | 1-3 [ ] 45 | | More than 5 years
How did you choose UNIC to be your insurer?

Advertisemer

Reasonable premit

Recommended by a friend

Acquaintance with employees of the Comg

Through insurance agebrokel

NN

You are a share holder of the company

Others (please describe)

Have you appointed a broker or agent who followyagr insurance matters?



] [ ] 1 [

[]

JIHHHHL

[ ] Yes [] No

During the past two years how many times did ygorea claim, particularly Motor
claim?

] Only once| | Upto 3 times| | More than 3 times

If there was a delay in the claims process whatthvaseason for that?
Delay in collection of bid documents from garages

Unavailability of part
Delayed delivery by parts suppli
Failure of garages to meet the repair time

Negligence by the Company’s officers

Lack of proper repair follow up by the Compe

The documents you produced were incom

Others (please describe)

How do you rate UNIC’s claims service in terms of:
6.1) Customer handling:
Very | ] Good| | Moderate| | Poor| | Very

6.2) Responsiveness:
very [ ] Responsi | Moder [ | Not ] Ve

6.3) Promptness in authorization of repairs ofaneehicles
Very | | Fast| | Moderate| | Slow | | Very

6.4) Fairness of claims settlement amount as cosdpaith actual repair cost
Fair [ ] Small varianc | | Significant varianc

6.5) Promptness in issuance of cheques in settleofiefaims

[ ] Ver | ] Fas | | Moderat | | Slo [ ] Very

How satisfied are you with UNIC’s claims servicegeneral?
Highly | ] Satisfied| | Moderate| | Dissatisfied] | Highly



How do you rate the claims service provided by OMihen compared to other
competitor companies? UNIC’s service is:

very [] Efficient | | Same| | Less [ | Inefficient

Do you recommend UNIC to your friends, relatived dasiness partners?
Yes [ ] No

Please mention any of the existing claims procesdad®pted by the Company which you
think should be amended or totally changed.




St. Mary’s University
Faculty of Business

Department of Management

Questionnaire to be filled by Employees of Unitednsurance Company S.C

This questionnaire is designed to Support the assa# of the current Practice & Challenges of
claims service in the United Insurance Companyairtigl fulfillment of my first degree. This
guestionnaire aims at obtaining relevant inputhéostudy specifically in identifying the level of
customer satisfaction and related. The informatiat you provide will be kept secret and be
used mainly for academic purpose.

This questionnaire is specially designed for empésywho are actively working in the core
activity of the company (Underwriting & Claims) inding managers of different departments
who are responsible for the overall performanceefcompany. Therefore as one of this group
member, your response to the questionnaire is vital

i) General Characteristics of the Respondents

What is your current working Department in the @ditnsurance Company?
[ ] Operationg_| Underwriting [ | Claims| ] Finance and
Division
[] Marketing || Legal [ ] Branch



What is your position --

How long have you been working for UNIC-Ethiopia?

[ ] Lessthan? | | 35 [ ] 6-10 | | More than
i) Questions related to claims and underwriting sevice

How well do you think policy terms are explainecctestomers either by underwriting
branches or agent/broker?

[ ] Very [ ] Satisfactory | | Fair enough
[ ] Unsatisfacto| | Very unsatisfactory

How well do you think policy conditions are explathto customers either by
underwriting branches or agent/broker?

[ ] Very [ ] Satisfactory | | Fair enough
[ ] Unsatisfacto| | Very unsatisfactory

At the time of taking out insurance, how often emstomers informed of claims
procedures by underwriters or agent/broker?

D Always D Most of the |:| Only - D Never

If your answer is ‘only Sometimes’ or ‘Never’, wha you think the reason is?
D Underwrites/agents do not know the procedures

] Customers are not interested in such explanations

Others (Please describe)

Are customers often advised to revise the sum @usaf their vehicle as per market
value at the time of renewal or during the peribthe policy?

D Yes |:| No D Only

When customers are advised to revise the sum idhgdrdeir vehicle as per market
value what is the usual response?

All Majority Few None

- Willingly accept the advice & revise thd_Jlue [ ] [ R
- Appreciate the advise but they don’t

act immediately ] ] [ I
- Not willing at all 1 1 ] 1

Do customers themselves revise sum insured of ¥ledicle as per market value without
being requested to do so?

D Yes D No D Only -



Do customers report complaints to the insuring tinaregarding claims service?

] Yes | ] No [] Only

In your opinion how much percent of customer conmdaregarding claims service is
legitimate?

] 100% [ | 75% ] 50% | 25%

Are there any failures in the Company’s underwgtivhich could be sources of dispute
at the time of claim? Please describe.

iii) Problems related to survey activity at time ofclaim

How fast do the Company’s surveyors conduct pagtsurveys?
[] Very | | Fast| | Reasonable | Slow | | Very

How fast do the Company’s surveyors submit claistsreates or reports to claims
division?

] Very | ] Fas [ | Reasonabl[ ] Slow | | Very

How close is the estimate given by Company’s swkegompared to labour cost quoted
by garages?

[ ] Very close [ ] Small [ ] Wide

To what extent do you feel the involvement of inelegient surveyors adds value to
claims service

[ ] Highly [ ] Moderate | | Low

iv)  Problems related to delays due to Parts sppers and dealer companies
How do you agree to the statement ‘There are enpadidealers in the country”

D Strongly D Partially D Partially D Strongly

How often do part dealers keep enough stock?
[ ] Always [ | Almost [ ] Sometimes | | Very rarely



How fast repair works get completed by dealer cangs®?

[] Very | | Fas [ | Reasonabl| ] Slow | | Very
In situations where parts are not available ateteghow fast other suppliers deliver
parts?

[ ] Very [ ] Fas | | Reasonabl| | Slow [ | Very
How reliable are the parts supplier’s other thaaleks?

] very [ ] Reliable| | Fail to be reliablg | Unreliable

If your answer is ‘Unreliable ‘what other option gou suggest to tackle this problem?

How fast repair works get completed by dealer cangs®?
[] Very [ ] Fas | | Reasonabl| | Slow [ ] Very

v) Garages
Is the Company working with adequate number of gesa

[] Yes [ | No

How do you rate the competence of garages shedlisy the Company

24.1 The quality of repair

[] Excelle [ ] Go || Avers | | Dissatisfac | | Ver
24.2 Speed
[] Ver [ ] Fe [ | Reasona | | Delay [ | Unaccept

What are the problems created by garages thatt éfffeclaims service adversely?

vi) Claims division

What do you think about the resource the Claimssidii currently has compared to the
frequency of claims being reported?

[ ] More than enough [ ] Enough [ ] Not enough



How do you rate the reasons for delay in claimggssing based on severity? Please
rank from more severe as 1 to less severe as 5.

Rank
Inadequate resourgstaff) [
Late bid submission by garages [
Delayedresponse/delivery by parts suppliers [
Claimants lack of awareness of the proceduresftireraot [
able to produce necessary documents all at once ]
Others (please specify) [

How consistently the claims division follows uppnegress repair works?

[ ] Regularly | | Only L] Never follow up
How often customers are communicated once claimspats are ready?
[ ] Always | | Almost | | Only sometimes | | Never

How do you rate UNIC’s claims service in terms of:

5.1 Customer handling:
[ ] Very | ] Good| | Moderate| | Poor| | Very

5.2 Responsiveness:
] Very [] Responsive_|] Moderate]| | Not [ ] Very

5.3 Promptness in authorization of repairs of motor véicles

[ ] very | ] Fast [ | Moderate| | Slow | ] Very

5.4 Fairnessof settlement of claimsas compared with actual cost of repair:
[ ] Fair [ | Small [ ] Significant variance

5.5Promptnessin issuance of cheques in settlement of claims
[ ] Very [ ] Fast| | Moderate| | Slow | | Very

How do you rate the Company’s Claims service inegai?
] Very [] Efficient | ] Moderate]| | Inefficient | | Very

Generally, how do you feel about UNIC’s claims seg\wquality as compared to
preceding years?

[ ] Improving | ] No ] Declining



How do you compare the claims service provided By@iEthiopia with that of the
other companies in the industry? UNIC’s service is:

[ ] very [ ] Efficient | | Same | | Less | ] Very

Does the Company have customer complaint handlioggolure in place?

[ ] Yes [ ] No

In your opinion what is the major strength of @laims Division?

In your opinion what are the major weaknessesefdtaims Division?

In your opinion which part of the existing procegl@dopted by the Company causes
customer dissatisfaction ahdw?

Work order issuance

Bid conducting

Investigation

Part cost assessment in the market

Collection of salvage

HiNEEEE

Payment

Others (Please describe)

In your opinion what should the Company do to iovarits claims service
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