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Abstract 

 

Insurance industry is a highly competitive and technology intensive environment and customer 

expectations keep changing. Customer satisfaction, retention, loyalty, and long-term organizational 

success have become dependent on service quality as a key determinant. Insurance products are 

nonconcrete, multidimensional, and usually related to uncertainties, and thus the quality-of-service 

delivery is of utmost relevance in determining the perceptions and experiences of customers. Over the 

past several years, the quality of the service offered by the insurance companies has included the 

element of innovation because more and more of them have embraced the digital technologies, artificial 

intelligence, mobile applications, and personalized service platforms to enhance customer interactions. 

The present theoretical paper considers the correlation between the quality of the service and customer 

satisfaction in the insurance industry and incorporates the dimension of innovation as a modern aspect of 

service quality. Based on the literature, the article relies on research related to service quality models, 

customer satisfaction, and the subject of life insurance, and digital insurance applications to examine the 

interplay between the traditional aspects of service quality and new practices to improve the customer 

experiences. The discussion points out how reliability, responsiveness, assurance, empathy, tangibility, 

and technological innovation impact customer perceptions. The article concludes by concluding that 

insurance companies that effectively incorporate innovation into their service delivery systems are 

capable of attaining high customer satisfaction, competitive edge, and sustainable growth in the 

contemporary market. 
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1.Introduction 

Insurance is one of the most significant aspects of the financial services industry offering financial 

security against uncertainties and risks associated with finance that individuals and organizations are 

exposed to (Rumasukun & Noch, 2024). In contrast to tangible goods, insurance services are intangible, 

inseparable, heterogeneous, and perishable, and the service quality is at the center of determining 

customer satisfaction and organizational performance. The insurance policies are sold to customers, 

mostly on the basis of trust and hope of future service delivery especially in cases where customers have 

to make claims and service their policies. As a result, customer perceptions and behavioral intentions are 

greatly dependent on the quality of interactions between the insurers and policyholders. 

Service quality as a concept has received a lot of research and practitioner interest due to its direct 

relationship with customer satisfaction and loyalty. A meta-analysis of 41 studies of literature by 

researchers in 2023 revealed that there has been a consistently strong positive correlation between 

service quality and customer satisfaction in diverse service industries (Darzi et al., 2023). The review 

established that organizations that are in a position to provide high quality of service are more likely to 

retain their customers and get business success in the long run. The importance of service quality in the 

insurance environment is even greater since customers tend to judge insurers by their experiences related 

to the life event and settlement of claims which are considered to be critical. 

The other side, the speed of technological development has changed the traditional methods of providing 

services in the insurance industry (Musaigwa, 2024). Customer experiences have been brought up with 

new opportunities as a result of digital platforms, artificial intelligence, data analytics, chatbots, and 

mobile applications. Innovation is not just about creating products, but is part of the service delivery. 

The customers are demanding more and more smooth digital experiences, personalized suggestions, 

immediate feedback, and open communication. A changing set of demands requires the insurance 

companies to consider innovation in their approach to quality service. 

Thus, through this current study, the theoretical relationship between service quality and satisfaction of 

customers in insurance companies will be discussed and the new dimension of service excellence, which 

is innovation, will be highlighted. The article examines the theories and empirical studies to provide an 

integrated overview of the effects that the traditional service quality dimensions and technology have on 

customer satisfaction and the competitiveness of the organization as a whole. 

 2. Conceptual Foundations of Service Quality in Insurance Services 

Service quality has been widely researched on in the literature of marketing and service management as 

an important factor in organizational performance. The concept is usually understood as how much a 

service is fulfilling or surpassing the expectations of the customers. The SERVQUAL model created by 

Parasuraman, Zeithaml, and Berry (1988), and defining five dimensions of service quality such as 

reliability, responsiveness, assurance, empathy, and tangibility, is considered one of the most widely 

known frameworks of service quality understanding. These dimensions serve as a base in assessing 

customer perceptions of service performance in different industries like healthcare (Suhail & 

Srinivasulu, 2020). 
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In the insurance business, the service quality takes a special significance since in many cases, the quality 

of the core product cannot be directly assessed by the customers (Siddiqui & Sharma, 2010). Unlike 

tangible goods that can be analyzed prior to buying, insurance services are guarantees of future financial 

insurance. It therefore follows those customers depend on their experiences with service, employee 

interactions and organizational reputation in a big way to determine quality. Reliability is the aptitude of 

the insurer to provide assured services in a proper and reliable manner. Responsiveness entails quick 

response and attention to the customers and customer complaints. Guarantee includes the competence of 

employees, being polite and trustful, whereas empathy is personal attention and empathy to the needs of 

customers. Tangibility is associated with the physical and technological assets that facilitate service 

provision. 

The article by Mittal et al. (2013) called Developing and Testing a Hierarchical Model of Customer 

Perceived Service Quality of Life Insurance Services broadened the knowledge of service quality in life 

insurance by pinpointing various hierarchical dimensions that determine customer perceptions. The 

research showed that service quality in the insurance industry goes beyond the conventional 

SERVQUAL dimensions and incorporates aspects like policy characteristics, customer support systems 

and effectiveness of claims management. These results imply that the quality of insurance services is 

many-dimensional and needs to be evaluated and improved in a comprehensive manner. 

Other theoretical approaches like Expectation-Confirmation Theory also explain customer evaluation of 

service quality (Hossain & Quaddus, 2011). This theory suggests that satisfaction comes when perceived 

performance is in line with or surpasses expectations. In the case of insurance services, customer 

expectations are influenced by the marketing messages, past experiences, referrals and organizational 

reputation. Proper service delivery must thus entail a steady compatibility between the assurance and 

provision of experiences. With the growing competition, the quality of services provided by the insurers 

needs to be constantly improved in order to retain customer trust and satisfaction. 

3. Innovation as a New Dimension of Insurance Service Quality 

The invention of digital technologies has greatly transformed the service environment in industries, 

including insurance (Radwan, 2019). Although the conventional service quality dimensions are still 

important, innovation has become an important determinant of customer satisfaction. Innovation in 

insurance services is the use of new technology, processes and models of services that enhance 

efficiency, accessibility, personalization and customer experience. The modern customer is demanding 

convenient, transparent, and multi-digital insurance services. 

This increasing relevance of innovation can be explained in the framework of the Service-Dominant 

Logic, which includes value co-creation between organizations and their customers (Osborne, 2018). 

Digital innovations allow the customers to directly engage in the service processes using self-service 

platforms, mobile applications, online policy management systems, and digital claims submissions. The 

technologies decrease the efforts of customers and at the same time enhance convenience and access of 

services. As a result, innovation is directly related to perceived service quality. 
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A study on digital applications in insurance, which was carried out in 2022, indicated the importance of 

digital services in customer satisfaction management (Eckert et al., 2022). The research revealed that 

mobile applications, automated customer care systems, online policy servicing and digital 

communication platforms improve customer experiences through quick and efficient customer service 

delivery. Consumers are becoming fond of companies that provide online convenience and personalized 

services. 

The concept of artificial intelligence has become one of the most transformative innovations in the 

insurance service delivery (Riikkinen et al., 2018). Chatbots powered by AI give immediate customer 

feedback on queries and predictive analytics on personalized policy advice and risk analysis. Machine 

learning algorithms enhance the efficiency of detecting fraud and processing claims, cutting the waiting 

time, and improving customer confidence. These inventions are also beneficial in operation efficiency 

and customer satisfaction. 

Moreover, innovation enables the personalization of the service which is becoming a crucial element of 

customer experience management (Oumaima & Lamari, 2024). Using customer data and sophisticated 

analytics, insurers are able to create tailored products and communication plans that meet the needs of 

individual customers. Customized services enhance emotional attachment between customers and 

insurers, which improves satisfaction and loyalty. Thus, innovation may be regarded as an extra aspect 

of service quality that supplements classic SERVQUAL elements and indicates the modern customer 

demands in the digital age. 

4. Service Quality, Innovation, and Customer Satisfaction in Insurance Companies 

One of the most significant consequences of the quality of service is customer satisfaction, which is a 

major indicator of organizational performance. Customers who are satisfied will tend to renew their 

policies, refer other customers to services and have long term relationships with the insurers. Empirical 

studies in different industries and geographical settings have strongly supported the relationship between 

the quality of services and customer satisfaction (Narayan et al., 2021). 

One systematic literature review on the topic of the relationship between service quality and customer 

satisfaction confirmed that a continuous increase in service quality has a positive impact on customer 

satisfaction (Singh et al., 2023). In insurance service, this correlation is more robust in that the customers 

rely on the service experiences to judge the reliability and trustworthiness of the organization. Satisfying 

service experiences build customer trust and enhance value perceptions. 

The findings of a study including the variables such as Service Quality Dimensions and Customer 

Satisfaction Through SERVPERF Model also corroborated the results that the reliability, 

responsiveness, assurance, empathy, and tangibility dimensions are significant to customer satisfaction 

in the life insurance services (Shahi, 2025). Quick claim resolution, accurate policy information, 

courteous employee demeanor and personalized service are very important to customers. These service 

dimensions are important factors that, when well managed, create a higher level of customer satisfaction. 
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This relationship is underpinned by innovation which enhances the efficiency and effectiveness of 

service provision (Olan et al., 2022). Online networks help customers to have access to services at their 

own time, thereby minimizing waiting time and administration overheads. Manual communication 

systems are also less transparent and less certain since they lack real-time information regarding the 

position of policies and progress of claims. These advances directly influence customer satisfaction and 

what is more, the interactions are made easier and perceived control over the service experience by the 

customer enhanced. 

Emotional factors of customer satisfaction are also influenced by innovation. Convenience, speed, and 

technological sophistication are becoming more important to modern customers (Ayinaddis et al., 2023). 

Through digital innovations, insurers are able to incorporate the digital innovations in their systems of 

service delivery in order to make positive emotional experiences to the functional part. As an 

illustration, the ability of a mobile application to display policies to customers as well as enable them to 

track claims helps in empowering these customers and building confidence in them. 

Thus, the combined nature of the two traditional dimensions of service quality and innovation forms a 

wholesome idea of customer satisfaction in the current insurance markets. Companies that strike a 

balance between human-focused service delivery and technology are in a better place to address the 

changing customer expectations as well as attaining sustainable competitive advantage. 

5.Future Directions and Strategic Implications for Insurance Companies 

With the ever-changing customer expectations, the insurance companies need to take a strategic path 

that incorporates quality excellence in its service delivery as well as constant innovation. Technological 

advancement, changing consumer behaviour and the growing competition by online financial service 

providers are likely to shape the future of insurance service delivery. Thus, it is important for 

organizations to be proactive to enhance their service models to be relevant and competitive. 

Some of the most significant strategic implications are that insurers need to take digital transformation 

as a strategic priority to their organisation. Digital transformation does not concern a simple adoption of 

the technology but it is about redesigning the processes, developing digital capabilities and developing 

the culture of innovation. To enhance their operations and customer experience, insurers should invest in 

new technologies, like artificial intelligence, blockchain, cloud computing, and predictive analytics. 

Another aspect that is important to consider is integration of human and digital service channels. While 

customers are becoming more comfortable with the digital convenience, they want a human element 

during a complex and/or emotionally charged incident. The combination of technological efficiency and 

human beings, human oriented services, should then be the good service strategies. Hybrid service 

models based on balanced automation/empathy can help to achieve enhanced customer satisfaction 

without negatively affecting the efficiency of the operations. 

In employee development, enhancement of the quality of service is also very crucial. The frontline staff 

is vital in influencing the customer experiences and organizational values. The training programs 

dedicated to the development of communication skills, digital skills, problem-solving, and customer 
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relationship management can help to improve service performance and support the innovation 

initiatives. 

Also, insurers should adopt customer-centric ways of innovating. Organizations should come up with 

innovations that are responsive to a specific customer need and pain point and not to bring about 

technology per se. With the help of continuous customer feedback mechanisms, data analysis and market 

research, it is possible to outline opportunities on how the services can be significantly improved. This 

will ensure innovation will add customer satisfaction and value creation. 

Further studies in the future ought to investigate new aspects of insurance service quality, such as 

customer experience within the digital insurance ecosystem, digital trust, or cybersecurity or data 

privacy. All this is likely to become even more important as the insurance services will be more 

technologically developed. Information regarding their contribution towards customer satisfaction will 

be highly educative to researchers and practitioners as well. 

6. Conclusion 

Customer satisfaction and success of an organization in the insurance business is largely reliant on the 

quality of service. The traditional dimensions of reliability, responsiveness, assurance, empathy and 

tangible are still important to customer perceptions and experience. The relevance of effective service 

management in insurance organizations is exhibited by empirical evidence of a strong positive 

relationship between service quality and customer satisfaction in the literature of past studies. 

Nevertheless, the modern insurance market demands the less materialized quality of service concept, 

which can be regarded as a strategic aspect. The use of digital technologies, artificial intelligence, 

personalized services, and online platforms have changed customer expectations and redefined service 

excellence. Innovation is synonymous with convenience, accessibility, transparency and efficiency and 

introduces new possibilities to the customer engagement and customer value creation. 

Incorporating both the innovation and traditional service quality attributes, insurance companies might 

have a model that will help them achieve high level customer satisfaction and competitive advantage. 

Those firms who have been able to get the equation right when it comes to using technology to achieve a 

customer-centric approach to services delivery are better placed to create trust, drive loyalty and become 

sustainably grown. Since the insurance industry is dynamic in nature, quality of services as the product 

of innovations will always be one of the determinants of customer experiences and organizational 

performance, in the coming years. 
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