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Chapter one

Introduction
1.1 Background of the Study

The product is a bundle of satisfaction that custorbuys. It represents a solution to a
customer’s problems. It is in this context that tharketing definition of a product is more than

just what the manufacturer understands it. So @ product is not bought and consumed, it
remains a raw material or at bests an intermedidte.product is almost always a combination

of tangible and intangible benefits. (Saxene, 2092}

New product development shapes the company’s fuitite company can add new products
through acquisition or development. The companyetigs new products in its own. Or it can
contract with independent researchers or new-ptodagelopment firms to develop specific
new products. (kotler 2002:328)

According to Dr.Shekar, (2007:4) Comprehensive eeviof service development literature
commented on the importance and lack of efforteietbp specific service development models.
The literature suggests that relative to produchdi service firms are less likely to perform
concept tests, test marketing, launch activity amdinefficient in predevelopment activities. The
early stages of problem description, idea creatongcept definition and screening are vital for

the success of the future stages.

Nile Insurance was established orf"tf April, 1995 with a subscribed capital of Bir2 inillion
and currently the capital of Company is raise@ito 100 million. It is a legal entity registered
with the licensing and supervising body of the Biadl Bank of Ethiopia in accordance with
proclamation No. 86/1994 and licenses No. 006/95.

It is one of the oldest private insurance compagi@ering into the industry serving more than
nearly 18 years with diligent and professional eigee committing itself to excellence.

Currently, the number of its shareholders has e@d®1. The company to be a front line insurer
with excellence, to provide unmatched value in iasge services and engage in investment

through high profile expertise and state of theerhnology.



Nile insurance Company supported by the statehef drt technology, it serve esteemed
customers at 25 locations country-wide it meanshaelve city branches operating in Addis
Ababa, Ten out line branches and three contactesffall over the country with all insurance
business, General and Long-term and Professiombhighly committed 300 staffs are assigned

at all service point.

Nile Insurance Company provided different typesSefvices. In line with the objectives and
business initiatives of the Company, the followalgsses of insurance businesses are provide to
the public with commitment for efficient and reliabprofessional service. In Life Insurance
(Long Term Insurance) Company provides the follayihife Policies to its customers,
Endowment, Medical, Term and Riders. And also Ndife (General Insurance) the company
provide Motor, Cargo (Land, Sea & Air transit cos)e Property, Engineering, Liability,

Pecuniary, Bond and Others insurances.

The primary objective service producers and markedee the same to that of all marketers to
develop and provide offerings that satisfy customeeds and expectations. In the other word
service marketers need to be able to close themastgap between expectation and perception.
To achieve this objective, service providers needumderstand how consumers choose &

evaluate their service offerings.
1.2 Statement of the Problem

New service development, competitive intensity @adtomer expectations are increasing in
nearly all service industries. Thus success ligsomdy in providing existing services well but
also in creating new approaches to service. Bedhessutcome and process aspects of a service
often combine to create the experience and beradjitined by customers, both aspects must be

addressed in new service development. (LovelocdB42(B7)

According to Kotler, (2006:495) many companies aiga new product development process in
to orderly sequences that is starting from ideaegdion and ending with commercialization.
Under these sequences’ approach, the company oegpdrivork individually to complete stages
of the process and on the other hand companieadmgting a faster team oriented approach
which a company’s department works closely to gatth@ugh cross functional team to save time

and increase effectiveness.



Regarding to service development, Nile insurangapany’s marketing plan mostly depend on
the programs to develop the new service or modifyithe Company is working only on

improving and modifying the existing services. Bdite to the new service development
program, the company has came with the servicehwiBi@xisted in the market but new to the
company; Carriers Liability and Travel Insuran@e. implement those services, the company
does not follow the whole service development stagéher it only make some amendment on

the policies. Regarding to other new services tmepany is still working on some researches.

The practice related to less new service developnmeflile Insurance Company is that, the
companies do not give other new services that laeady given by its competitors like luggage
insurance, traveler, crop and horticultural insgeaatc. Those services are not new to the market
but to the company.

So the student researcher engages in this stulgaw why Nile Insurance Company service
development practices is not well defined, that mseas per the observation of the student
researcher, Nile Insurance Company could not hdsar @rocedures (steps) on developing
service. Furthermore, the company introduces newicgs, which are not well assessed with
respect to market and customer need.

1. 3 Research Questions
& To address the Service Development Problem of Migrance Company and to
come up with solution the following question arenfalated.
1. What is the service development strategy of Nikrance Company looks like?
2. What factors affects Nile Insurance Company in teyag new service?
3. What are the challenges that face Nile Insurancegamy to develop new service?
4

To what extant Company’s services developmenttiigeaffect it customer satisfaction?
1.4. Objectiveof the Study
1.4.1. General Objective

The General objective of this study is examining 8ervice Development Practice of

Nile Insurance Company.



1.4.2. Specific Objective
This research was conducted in order to meet tbefgpobjectives listed here under.

& To describe the service development strategy lef INsSurance Company

& To identify factors affecting the company in dey@fg new service.

& To point out challenges that Nile Insurance Comgdangs to develop new service.
& To examine how company services development pescatfects customer

Satisfaction.
1.5 Scopeof the Study

The scope of the study was assessing the prodwitisedevelopment practices of Nile
Insurance Company. The company has 25 branchdksahparts of the country, but the student
researcher confined on only two branches LegahmNBaanch and Gotera Branch located at
Addis Ababa. The student researcher select thebtanches is due to the reason that branches
serve so many clients and service developmentiteesivare accomplish on the two main
branches. In addition even if there are many nesrgmce services in the market the student
researcher was delimited to services that are €artiiability and Travel Insurance because the
company develops those services recently. The istudsearcher cover the service development
practice of Nile Insurance Company from the yedd&@ 2012 because the company set five

years strategic plan to develop new service.
1.6 Significance of the Study

This paper was mainly focused on Service developrReactice of Nile Insurance Company.
The student researcher believes that the outconti@sostudy help Nile Insurance Company to
understand the strengths and weakness of the compaards service development and solving
the problems to satisfy customers. And it can tiedgpstudent researcher in applying the concept
and the theories she has learned from differentiskiof courses in her stay in the college

moreover, it helps other researchers as a secoadarge of data.



1.7

1.8

Definition of Terms

Policy: A written document that contains thems of the agreement between an

Insurance Company and the owner of the policy (iety2005: 395)

Claim: A request for payment under the teofan insurance policy.
(Harriett, 2005:369)

Premium: A specified amount of money an insurer chargesamhange
for igexific loss occurs. (Harriett, 2005: 397)

Underwriting: The process of identifying and classifying tlegee of risk
represented by a proposed insured also known estiesl of risks.

(Hailu Zeleke, 2007: 308

Resear ch Design and M ethodology

1.8.1 Research Design

In order to get necessary data and to addressprbielem mentioned the student
researcher used descriptive research method beaaosaling to Malohotra, (2006:82)
descriptive research is a type of conclusive refetrat has it major objective for the
description of something. Usually market charastms or functions to estimate the
percentage of units in a specified population exhidp a certain behavior, to make
specific predictions and to make specific preditdido describe the characteristics of

relevant groups, such as consumer, sales peo@eiaagions or market areas.
1.8.2 Population and Sampling Technique

The student researcher included Customers’, emeoped Management Members of

the company as the Population of the study. Nilkudlance Company customers are
unknown in number therefore to gather data fromctistomer non-probability sampling

especially convenience sampling technique was egpWhere us due to the very nature
of determining customer of Nile Insurance Comparg $tudent researcher selected the
customers of Leghar Main Branch and Gotera Bramrdalse of those branches serve all
service provide by the company. According to MalaqR006:339) Sample sizes used in

market research studies for problem solving researmimum of 200 representatives.
5



Based on this the student researcher have takercug®mers and 14 employees of
Leghar branch, 70 customers and 8 employees ofr&@ench and 3 management

members of Nile Insurance taken as a representsdiviple.

1.8.3 Typesof Data Collected

The student researcher considered both PrimarySaedndary data in order to retain

relevant and appropriate information.
1.8.4 Method of Data Collected

The student researcher gathered Primary data througstionnaires, interview and
observation. The questionnaires were distributeNitl® Insurance Company Customers
and employees and also interview was conducted \lith company Business
Development and Marketing Managers. Secondary wWata collected from books, the

company'’s different documents, related researchj@ntals etc.
1.8.5 Data AnalysisMethod

Table along with percentage and tabulation wered Use the presentation of data
gathered form questionnaire. Necessary interpogtatvas made through descriptive
analysis method for interpretation of interviewttathered from Business Development

and Marketing Department personals.
1.9 Limitation of the Study

The problem during student researcher encounteonglucting this research the research work
needs available time and other resource, lack dapetion (willingness) form some
respondents to give enough information and deléant to collect questionnaires that the
limitation of the study, but not restricted by timmesources and others the study may able cover

all parts of the Company modification services atidbranches cover.



1.10 Organization of the Study

The study was organized in to four chapters. Chapte Introduction it contains background of
the study, statement of the Problem, objectivénefdtudy, scope of the study, significance of the
study, definition of terms, research design anchoelogy limitation of the study .Chapter Two
about Review the Related Literature. Chapter Tipresented Data Presentation, Analysis and

Interpretation. Chapter Four provides the Summ@oyclusion and Recommendation.



Chapter Two

Literature Review

2. Overview of Service

As consumers, we use service every day. Turning loght, listening to the radio, talking on the
telephone, taking a bus, getting a haircut and isgndothes to the cleaners all examples of
service consumption at the individual level. Thstitation at which you are studying is itself a
complex service organization. In addition to ediacetl services, the facilities at today’s college
and universities usually comprise libraries, cafat counseling services and placement offices,
a bookstore, photocopying services, telephonesrdathet connections and maybe even a bank.
Businesses other organizations and also dependend evide array of services, usually

purchasing on a much larger scale than individaalsouseholds. (Lovelock, 2004:25)
2.1 New product development

A new product is any product which is perceivedtby customer as being new. This could
involve repositioning of existing products or offey the existing products at low prices, or
marking improvements in the existing product, odiag new product items to the existing
product line r for that matter, taking up a prodiire¢ which is totally new to the organization or
new to the world (saxena, 2002:226).

Companies handle the organizational aspect of medtgt development in several ways. Many
companies assign responsibility for new- produatag] to product managers but product
managers are often so busy managing existing thresthey give little thought to new products
other than line extensions. They also lack the ifipeskills and knowledge needed to develop

and critique new products. (Kotler, 2003: 354).

“New and improved!” what exactly do we mean when wge term new product? The federal
trade commission says that a product must be gntieav or changed significantly to be called
new and that a product may be called new for oynonths. That definition is fine from a

legal perspective. From a marketing standpointughg a new product or an innovation is
anything that customers perceive as new and diftefemay be a completely new product that

8



provides benefits never available before, suclpersonal computers when they were first
introduced or it may simply be an existing prodwith a new style in a different color or with
some new feature. If an innovation is successful gpreads throughout the

population.(Solomon,Marsgall & Sturatr ,2006:237)

Most new products are new in limited ways. New oloere, an added ingredient there, a 30
percent upgrade in capacity, etc. are not earttiesivg innovations. Yet these “slightly new”
product account for a tremendous amount of salésme and profits. They are also often the
responsibility of a product, brand or category ngamaand an integral part of the marketing plan.
By contrast, really new products are rare (one page#d goods manufacturer has a database of
5000 product launches of which none may be realy)nHowever, their impact is substantial,

greatly expanding or crating new product categofileeamann, 2005:257)

Building on our knowledge of different type of inrasions, we’ll now turn out attention to how
firms go about developing new products. Producigeld@ment doesn’'t simply mean creating
totally new products never before on the marketc@ifrse, a lot of companies do that but for
many other firms, product development is a contirsuprocess of looking for ways to make an
existing product better or finding just the rigitasle of purple for this year’'s new plants style.
For several reasons, new-product development igeasingly to firms. First technology is
changing at an ever-increasing rare so that predact developed get adopted and then are
replaced by better products faster and fasterdthtian, competition in our global marketplace
makes it essential for firms to continuously oftééoices for consumers if they are to compete
which companies all around the world rather thast flown the street. .(Solomon,Marsgall &
Sturatr ,2006:241)

2.2 New service development

Research suggests that products that are desigheidteoduced and introduced via the steps in
a structured planning framework have a greatefiti@ed of ultimate success than those not
developed within a framework. The fact that servigre intangible makes it even more
imperative for a new service development systetmaice four basic characteristics. The first one

is It must be objective, not subjective, Seconehlist be precise not vague, third It must be fact



driven, not opinion driven and the fourth It mbst methodological, not philosophical.(Zethmal
2001:222)

According to, Venugopal (2001: 91) new product depment is the most important component
of product management. A growth-oriented firm al&vdgoks beyond its existing product or

service. In marketing, innovation is the essencealbfgrowth. In the age of scientific and

technological advancements, change is a naturalgohenon. The business firm must respond to
these dynamic requirements and offer new serviggmrt from the technological changes, new
service becomes necessary due to when its cumeerits reaches the maturity/saturation stage,
in order to utilize the spare capacity, an oppatyun the form of unmet needs of the consumers
and in order to retain customers, the firm maydredd to introduce new services to its current
customers. Thus with change in technology or changeeeds of customers, service firm

introduce new services either to replace thosegogirased out or to introduce a new technology

in a developing market.

2.3 Deveoping product Strategy

The reason for doing all the analysis, the selaatioproduct strategy (i.e, the action plan for the
product). That action plan should address threateel questions; the first one where are we
headed? Here the focus is on basic objectives asigiiowth versus profits. Secondly, how will
we get there? This is the core of marketing /prodiiategy that addresses issues such as
whether to focus on existing versus new customirss summarized in a targeting and
positioning statement defining customer targetemetitive targets and the proposition (general
offering) that will enable the firm to succeed iapturing the targeted customers in the face of
competition. Third, what will we do? This addresseecific programs or tactics to be employed
in order to implement the core strategy. Basicallyentails describing the marketing mix
(product, pricing, promotion, distribution & sereic (lehamann, 2005:226)

2.3.1 Benefitsof Strategy

A successful strategy leads to at least three kégomes. First, it enhances coordination among
functional areas of the organization as well ashwit marketing. Different areas of the

organization have different perspectives on hown#ke a product successful. Second, strategy

10



defines how resources will be allocated. Resouatedimited. Typically some resources, such
as manufacturing or service capacity, sales fanee,tmoney and so forth, will be more limited
than others. Third, strategy should lead to a sapenarket position. A good strategy takes
cognizance of existing and potential competitorgl dheir strengths and weaknesses. A
competitively sensible marketing strategy has astleone of four main characteristics. It is
something a competitor cannot do, it is somethimgmpetitor will choose not do, competitors
would be at a disadvantage if they do it and itsesuus to gain if the competitor does it.
(lehamann, 2005:226)

2.3.2 Theelements of a service offering

The prerequisites for a service can be divided ihi@e elements; service concept, service
process and service system. The service conceptieéscription of customer needs and the core
of the service that satisfies those needs; theicgeprocess consists of the activities that are
needed to create the service; and the servicensysfers to the resources that are required in the
service process to realize the core benefit foctlstomers (Elina & Valtteri, 2010:2).

2.3.2.1 Service concept

The service concept is the way in which the “orgation would like to have its services
perceived by its customers, employees, sharehodohel $enders” addressing targeted customers’
needs and competitive environment. “The term seremncept refers to the description of the
customer’s needs and how they are to be satigifid¢iaei form of the content of the service or the
design of the service package.” Service conceperbooadly to encompass the essence of the
service for the customer (what the customer buysses), the service experience of the service
process, and the service outcome (the results amefibs provided). The service concept
integrates customer needs, the core service, thedelivering the service, and the company’s
strategic intent. In this paper, the term servioacept is used to refer to the essential core
service: the service concept is a definition of¢hstomer needs that the service will satisfy, and
content of the core service that will satisfy thoseds (Elina & Valtteri,2010:2).

2.3.2.2 Service process

A “service process” refers to the chain of actestiand tasks which are needed to produce and
deliver the service concept. The service proceasives the design and control of the customer
experience during service delivery Part of thodéviies take place in the “back stage” of the

company, and part of them involve the customervi€erdevelopment activities may be targeted

11



to internal processes or to the processes thatplake in the customer interface. Often the front
and back-stage processes are intertwined, painthat before the supplier can start with the
production and delivery of the service, the customeguirements need to be specified.
Furthermore, the customer participates in the m®cat least to some extent. Customer
participation brings a degree of variability to tervice process which means that the company
has to have control over all parts of the procBssd & Valtteri, 2010:2).

2.3.2.3 Service system

A service system constitutes the resources thatespeired by or are available to the service
process in order to realize the service conceptmEworks of a service delivery system outline
the resources needed to “assemble” and deliveseéhdce to the customer. Framework of a
service is produced in interaction between congamtsonnel, the customer, and physical
resources. Typically, a service is produced ant/eled in the personal encounter between the
contact personnel and the customer. In many seorg@nizations the individual characteristics,
competence, skills, or expertise of the staff large extent define the service offering. Hence,
the staff can be considered a critical resourcepaackquisite for the service. (Elina & Valtteri,
2010:3).

2.3.2.4 Service Customization

The extent of customer contact and customizatienrat explained and they do not provide
examples of services for each of the matrix quadratiowever, they do identify, as mentioned
above, client contact as a classifying dimensionféilito address the ambiguity surrounding it.
The issue of customer contact suggested two elasntleait can be used to classify different kinds
of service businesses:

Degree of labour intensity, which is defined as the ratio of the labour gosurred to the value
of the plant and equipment. As it is a ratio, ts@e that even a hospital employing large
numbers of doctors, nurses, technicians remaingamatively low in labour intensity because of
the very expensive plant and equipment it arranges.

Degree of interaction and customization; which is acknowledged by as a more confusing
element as it combines two similar but distinct @epts. A high level of interaction is present
where a customer can actively intervene in the iserprocess. High customization is in
evidence when a service is designed to responddividual needs and preferences. Although
customization and interaction go hand in hand fanynservices, Schemer does concede

12



instances where one may be high and the otherTtw.value of this classification lies in the
challenges specified for service management in gaaldrant. For example, where the degree of
interaction and customization is low standard ojmeggporocedures can be adopted whilst at the
same time seeking to make the service warm antingwihrough design of the service facility.
(Elina & Valtteri,2010:2).

2.4 TheCharacteristics of Service

According to Balaji,(2002:12) service marketing @eaics and practitioners argued that
services required special treatment as a resultheir distinctive characteristics. Another
Authority Kurtz and Clow, (2002:10) services pos$as characteristics not found in goods.
These characteristics are intangibility, perisHiyli inseparability and variability. These

characteristics unique challenge for services. Toa@ new customers and keep current

customers coming back, service firms must find wayseet these challenges.
2.4.1 Intangibility

Intangibility when a product is purchased, someghis acquired that can be seen. When a
services such as travel, entertainment or educaiparchased, there is nothing tangible to show
for it (after a day of buying services, the custors@l has an empty market basket What the
consumer is buying is a performance provided bystiker. The intangibility of services makes

advertising and promotions more difficult than fprecuts because the marketer must

communicate an idea or concept rather than a pliyaigect.( Venugopal 2001: 8)

As per Kurtz and Clow, (2002:10) refers to the lafktangible assets which can be seen,
touched, smelled, heard, or tasted prior to pueh@srvices vary in the degree to which they are
intangible. Services such as a college educationfravel and sporting events are highly

intangible. The service cannot be seen, toucheellet) heard or tasted prior to the purchase.
2.4.2 Variability

According to Kurtz and Clow, (2002:13) variabilitgfers to the unwanted or random levels of
service quality customers receive when they patmai service. Variability is primarily caused

by the human element, although machines may malbmcausing a variation in the service.
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Various service employees will perform the sameiserdifferently and even the same service

employees will provide varying levels of servicerfr one time to another.

An unavoidable consequence of simultaneous pramlucind consumption is variability in

performance of a service. The quality of the servinay vary depending on 4 Services
Marketing Management who provides it, as well aenviand how it is provided. One hotel
provides a fast efficient service and another, @tstlistance away, delivers a slow, inefficient
service. Within a particular hotel, one employeec@irteous and helpful while another is
arrogant and obstructive. Even within one empldayeee can be variations in performance over

the course of a day. (Peter & Angela, 2006:3)
2.4.3 Inseparability

Accordingly inseparability is the characteristic afservice meaning that it is impossible to
separate the production of a service form the aopsion of that service. Although a firm can
manufacture goods prior to sale, a service can pédee only at the time the service provider
performs an act on either the customer’s posseskismard to take notes on a lecture when the
professor doesn’t show. (Solomon, Marshall & Stu2806:299)

2.4.4 Perishability

Service Perishability if services are not consunvbdn offered they go waste. An empty airline
or theater seat represents lost revenue. Shimmathd for product can be accommodated for the
most part by taking goods from inventory. But thexeno inventory of services. As a result,
services have a much more difficult time regulatugply to meet demand, because demand is

rarely steady or predictable enough to avoid serperishability. (Venygopal :2001:10)

According to Balaji (2002:32) services cannot bered for later sale or use. Hotel rooms not
occupied air line seats not purchased and collégeep not filled cannot be reclaimed. As

services are performances they cannot be storeléntind far exceeds supply it cannot be met,
as in manufacturing by taking goods from a wareboksjually, if capacity far exceeds demand,

the revenue and/or value of that service is lost.
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245 Heterogeneity

Heterogeneity is closely linked to inseparabiligyiis very difficult to apply quality standards
to services to ensure an identical service outphien so much depends on the cooperation and
participation of individual customers. Capacitydeshould be available on cope with surges in
demand before service levels suffer. Equally, &tterhas to be given in times if low levels of
usage on whether spare capacity will lie idle orether short-term policies(eg. differential

pricing, special promotion), will be adopted to e\mit fluctuations in demand. (Balaji, 2002:33)
2.4.6 Supplementary

Supplementary- Service innovations take the formadfling new facilitating or enhancing
service elements to an existing core service orsighificantly improving an existing

supplementary service. (Lovelock, 2004:138)
2.5 The Difference between Product and Service

Every product—a term used in this book to desctitgecore output of any type of industry—
delivers benefits to the customers who purchase umedthem. Goods can be described as
physical objects or devices and services are a&ctomperformances. Early research into services
sought to differentiate them from goods, focusiragtipularly on four generic differences,
referred to as intangibility, heterogeneity (orighility), perishability of output, and simultangit

of production and consumption. Although these attarestics are still cited, they have been
criticized for over-simplifying the real world emenment. This lists nine basic differences that
can help us to distinguish the tasks associated satvice marketing and management from

those involved with physical goods. (Lovelock, 2((88)

As per Perreault,(2000:134) goods and/or servioeshe product. A product may be a physical
good or services are blend of both. This view nded¥oroughly understand. It is too easy to
slip in to a limited, physical product point of wie Pure services differ from pure goods in a
number of ways. Services are intangible, the probdacand consumption of service are in
separable and service cannot be transported cedst®roduct is a tangible item. When it is
bought the customer owns it. Before the actual lpase it is usually relatively easy to evaluate

the product. But service are not physical theyiatangible. A service cannot be held, before
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purchase it can be difficult for the customer t@krexactly what they will get up on purchase.
Goods are usually produced in a factory and théd. Service are often sold first, and then
produced. Further, they are produced and consumgttisame time frame. Service often has to
be produced in the presence of the customer. S@eesuppliers often need duplicate equipment
and staff at places where the service is actuatlyiged. Services are perishable-they cannot be

stored. This makes it harder to balance supplydzmdand.

2.6 Typesof New Services

As we build the new service development processeneber that not all new services are “new”
to the same degree. The type of new service optiansun the gamut from major innovations to

minor style changes.
2.6.1 Major Innovation

Major innovations are new services for marketsetsupdefined. Past examples in clued the first
broadcast television services and Federal Exprésstduction of nationwide, overnight small
package delivery. Many innovations now and in théure will evolve from information,

computer and internet-based technologies. (Zeitha®l3:223)

Accordingly to Venygopal (2001:91) Major Innovatgothese products are totally new to the
world; they are triggered off with technological/@mntions or research and development. As per
Balaji, (2002:67) major innovations these are ehtinew service for new markets- the provision

of multi user ‘voice mail’ recording services.
2.6.2 Start-up Businesses

Start-up Businesses consist of new services foragken that is already served by existing
products that meet the same generic needs. Seex@eples include the creation of health
maintenance organizations to provide an alterndowa of health care deliver, online banking
for financial transactions and door-to door airt@ituttle services that compete with traditional

taxi and limousine services. (Balaji, 2002:67)
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2.6.3 New Services

New Services for the currently served market represattempts to offer existing customers of
the organization a service not previously availaloten the company (although, it may be
available from other companies) (Zeithaml, 20023)2 According to Venugopal (2001:91) in
new services the service marketer attempts to tdféhne existing customers. Another Authority
Balaji, (2002:67) new services that are offereddnyorganization to its existing customers,
although they may be currently available from itanpetitors — building societies offering

current accounts, with cheque books, standing +daddities.
2.6.4 ServicelineExtension

Service Line Extension this represents augmentatidhe existing service line such as an airline
offering new routes (Venugopal, 2001:91). Accordittg Zeithaml (2003:223)service line
extensions represent augmentations of the exisengce line, such as a restaurant adding new
menu items, an airline offering new routes, a law foffering additional legal services and a
university adding new courses or degrees. As stayeBlalaji, (2002:67) service line extensions
are additions to the existing service product ramgev modes of study for an MBA course at a

university.
2.6.5 Service |l mprovements

Service Improvements this involves changes in dagures of the service already being offered
in the existing market, through modifications amtsprovements. This enhances efficiency in
operation. (Venugopal, 2001:91)

According to Zeithaml (2003:223) Service improvemserepresent perhaps the most common
type of service innovation. Changes in featuresenotices that are already offered might involve
faster execution of an existing service procestersled hours of service or augmentations such
as added amenities in a hotel room. Further semmpeovements involve an actual change to a
feature of the service already on offer to an distadsd market — computerization of travel-
agency information and booking procedures. (Baafi02:67)
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2.6.6 Stylechange

Style changes represent the most modest serviavations; although they are often highly
visible and van have significant effects on custorperceptions, emotions and attitudes.
Changing the color scheme of a restaurant, revisieglogo for an organization, website
redesign or painting aircraft a different color aélpresent style changes. These do not
fundamentally change the service, only its appearasimilar to how packaging changes are
used for consumer products.( Zeithaml (2003:223)cokding to Venugopal: 2001:91) style
change does not change the fundamental featuréiseoproduct but alters only the tangible
elements. Another Authority Balaji, (2002:67) styleange includes changes in décor or logo-

the revised design of telephone.
2.7  New Product Development Process

2.7.1 Ildea Generation

The process of new product development starts with search for product ideas. To be
successful, it is important that this search showaldbe casual. The top management should spell
out corporate mission and objectives for new presluglso it should spell out the role of new

product development in the firm’s growth strateggena, 2002:229).

The idea generated at this phase can be passegthttte new service strategy screen described
in the preceding step. Many methods and avenuesvaitble for searching out new service

ideas. Formula brainstorming, solicitation of idédasms employees and customers, lead user
research, and learning about competitor’'s offeriaigs some of the most common approaches.
Observing customers and how they use the firm'dyets and services can also generate
creative ideas for new innovations. Sometimes refeto as empathic design, observation is
particularly effective in situations where customenay not be able to recognize or verbalize
their needs(Zeithaml, 2003:227),

2.7.2 ldentifying Prospects and Defining the Target Markets

The second stage is that of identifying prospectii@et customer groups. It is important that
the firm defines its target customer group in sfi@t¢erms. It should also examine the cost of

serving this group. These factors are importanthay will help the firm narrow down its
18



decision field. At this stage the firm should aigsentify success factors in different product
ideas (saxena, 2002:230).

Another Authority, Zeithaml,(2003: 228), in serddeusinesses, contact personnel, who actually
deliver the services and interact directly with @mers, can be particularly good sources of
ideas for complementary services to those alreadthé marketplace and ways to improve
current offerings. Whether the source of a new ideaside or outside the organization, there
should exist some established mechanism for erguaim ongoing stream of new service

possibilities.
2.7.3 Concept Development and Testing

Having defined the target group, the next stagkasof developing product concepts and testing
them many firms skip this stage in the belief tiidhey have great ideas, customers will pick
them up by themselves. Nothing can be further floentruth (saxena, 2002:231).

Accordingly Zeithemal (2003:228) the inherent closgastics of services, particularly
intangibility and simultaneous production and conption, place complex demands on this
phase of the process. Drawing pictures and desgrdm intangible service in concrete terms are
difficult. It is therefore important that agreemdye reached at this stage on exactly what the
concept is. By involving multiple parties in shampey the concept definition, it often becomes

apparent that individual views of the concept tbethe same.
2.74 Feasbility Analyss

Ones the product concepts have been tested, thatepxs to conduct a market feasibility study.
This study involves the Estimation of demand in tasget market at different price levels,

Forecasting sales based on demand estimation angdetitive analysis, Estimate the cost of
serving the market the segment, taking into accoast of transportation, warehousing, margins
required by the trade to market the new produadmuotion expenses and sales force cost (if
additional sales force is required) aBased on the cost and anticipated sales revenloejate the

break-even price and the sales volume (saxena;28%)2

Accordingly, Zeithaml (2003: 231) assuming the gmrvconcept is favorably evaluated by

customers and employees at the concept developstege, the next step is to determine its
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feasibility and potential profit implications. Dentaanalysis, revenue projections, cost analysis
and operational feasibility are assessed at tlagestBecause the development of service
concepts is so closely tied to the operationalesysdf the organization, this stage will involve
preliminary assumptions about the costs of hirimgl draining personnel, delivery system
enhancements, facility changes and any other gegjeaperations costs. The organization will
pass the results of the business analysis throtgylprofitability and feasibility screen to

determine whether the new service idea meets thenam requirements.
2.75 Product Development and Testing

In the development of new tangible products, thmsgs involves construction of product

prototype and testing for consumer acceptance. mMdaecause services are intangible and
largely produced and consumed simultaneously,diep is difficult. To address the challenge,
this stage of service development should involMewdlo have a stake in the new service
customers and contact employees as well as fumdtiogpresentatives from marketing,

operations, and human resources. During this plilasesoncept is refined to the point where a
detailed service blueprint representing the implataigon plan for the service can be produced.
(Zeithemal 2003:231)

Moreover, this is the stage where the product ideas move from the concept and design
boards to R&D and manufacturing for physical depelent. Both these departments should
keep the customer feedback in mind while develogliregphysical version of the product. Also,
they must ensure that the products are easy amdtgafise by an average customer. This
becomes all the more important in durables andratigistrial products where the user may not

have the same level of knowledge and understarafinbe R&D scientists. (saxena, 2002:233).
2.7.6 Test Marketing

The new product is now tested on four parameterat, tfirst purchase, adoption (repeat
purchase) frequency and the volume bought each imeaccount of the risks involved in test
marketing, most companies avoid it. But those wiootest market know that it can yield

valuable information about customers, dealers, ptar§g mix and strategy. (saxena, 2002:233).
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Accordingly, Zeithemal (2003: 232), it is this stagf the development process that a tangible
product might be test marketed in a limited numbletrading areas to determine marketplace
acceptance of the product as well as other maxketiix variables such as promotion, pricing
and distribution system. Again, the standard apgrofor a new manufactured product is
typically not possible for a new service due toiniserent characteristics. Because new service
offerings are often intertwined with the delivegstem for existing services, it is difficult to tes
new services in isolation. And in some cases, sisch one-site hospital, it may not be possible
to introduce the service to an isolated market beg@muse the organization has only one point of
delivery. There are alternative ways of testingrdsponse to marketing mix variables, however.
The new service might be offered to employees efditganization and their families for a time

to assess their responses to variations in theetiagkmix.
2.7.7 Commercialization

Once the test marketing is completed and the fiam favorable results, it is then ready to
commercialese the product or in other words, lagadhe new product. The launch plan must

consider the timing, place and strategy (saxen@2:233).

As stated by Zeithemal (2003:232) this stage in phecess, the service goes live and is
introduced to the marketplace. This stage has twogpy objectives. The first is to build and
maintain acceptance of the new service among laugabers of service delivery personnel who
will be responsible day to day for service qualitiis task is made easier if acceptance has been
built in by involving key groups in the design adevelopment process all along. However, it
will still be a challenge to maintain enthusiasnd @aammunicate the new service throughout the
system; excellent marketing will help. The secofijective is to monitor all aspects of the

service during introduction and through the congkarvice cycle.
2.8  How Service Development Affectsthe Level of Customer Satisfaction

Attributions- the perceived causes of events imfigeperceptions of satisfaction as well. When

they have been surprised by an outcome (the seiwiegher much better or much worse than

expected), consumers tend to look for the reasand, their assessments of the reasons can

influence their satisfaction. for example, if atouser of a weight —loss organization fails to lose

weight as hoped for, she will likely search for tteeises — was it something she did, was the diet
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plan ineffective or did circumstances simply ndowal her to follow the diet regimen- before

determining her level of satisfaction or dissat$ifan with the weight-loss company. For many
services customers take at least partial respaitgifor how things turn out. Even when they

don’t take responsibility for the outcome, custorsatisfaction may be influenced by other kinds
of attributions.(Zeithaml, 2003:87)

Measuring the customer’s perception and expectaticn vitally important. However, the
following question must be asked of the serviceanization: ‘What does it think of customer
expectations and perceptions? To arrive at an ansiveo variants of the original
perceptions/expectations formula might be used. difjective is to determine whether or not
any gaps exist between the customers’ view andsémeice organization’s perception of the
customers’ view. A study that examined doctor—pudtielationships13 found that ‘gaps can
arise from inconsistent perceptions of expectatiansl experiences between patients and
physicians’. This research was prefaced with @stant that should act as a continuing reminder
for all service organizations: From a marketingspective, the provider would design, develop,
and the service offering on the basis of his orfexceptions of client expectations. Likewise,
modifications to the service offering would be atéel by the provider’'s perceptions of client
experiences. Whether these experiences exceedh,nmt@are below expectations can have a

profound effect on future client/professional relaships. (Peter & Angela, 2006:8)
2.9  Challengesin New Product Development

Companies that fail to develop new products arémuthemselves at great risk. Their existing
products are vulnerable to changing customer needstestes, new technologies, shortened
product life cycles and increased domestic andigare&eompetition. New technologies are
especially threatening. Most established compafoess on incremental innovation. Newer
companies create disruptive technologies that dreamer and more likely to alter the
competitive space. Established companies are stweact or invest in these disruptive
technologies because they threaten their investriiéein they suddenly find themselves facing

formidable new competitors and many fail.(kotledQ3:349)

Major Challenges For the last few decades, bigisesvcompanies have themselves either
developed small reusable components or huge pdperhaps accidentally, or they have

inherited products via acquisitions. Some of theelucts are highly successful, and some of
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them are kept in cold storage. Revenue growth filmese successful products from the past is
fast declining for various reasons, such as thaitacture being old (client-server based, for
example), not having support access over interpeitng completely out-of-place for cloud
model, etc. Some of the recent initiatives for presg these services as products are met with
partial success. Srikanth Inaganti.( 2010:6)

2.9.1 FactorsAffecting New Service Development

Shortage of important ideas in certain areas, therg be few ways left to improve some basic
products. Fragmented Market Companies have to hemwr hew products at smaller market
segments and this can mean lower sales and pfofiesach product. Social and governmental
constraints new product has to satisfy consumestysatnd environmental concerns. Cost of
development: A company typically has to generatenymiaeas to find just one worthy of
development and often faces high R&D manufactuang marketing cost. Capital shortage
some companies with good ideas cannot raise thésfaeeded to research and launch them.
Faster required development time Companies must leav to compress development time by
using new techniques, strategic partners, earlgemntests and advanced marketing planning.
Alert companies use concurrent new-product devedspmn which cross-functional teams
collaborate to push new products through developmten market. Concurrent product
development resembles a rugby match rather thatag race, with team members passing the
new product back and forth as they head towardgta. Shorter product life cycles: when a

new product is successful, rivals are quick to cibiotler, 2003:351 )

Another Authority Srikanth Inaganti.(2010:6) Thstliof challenges for product development
within services companies in both building new prad as well as in modernizing the existing
portfolio of products. i) Most of the initiativeargeting differentiation focus on developing the
technology components that cut across differentadosn ii) Lack of a long term (more than 3
years) strategy or roadmap for the product compedry frequent (say within 3 years) changes
in LOB leadership or practice owners is anotherllehge, as is not involving domain and
architecture leads in direct discussions on styagg#gsenior management level. iii) Lack of
sustained support for research and developmentmatch and technology with a focus on

building the product — over a long period — is &eotproblem.
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2.10 Insurance service Development

The focus of innovation research has long been loysipal products and systems. The
importance of service innovation is recognized bystmacademics and there is an important
body of literature that has laid emphasis on tiNew service development is becoming
increasingly important to the competitiveness, dlpwand survival of organizations. Life
insurance is a professional service which is chiaraed by high involvement of the consumers,
due to the importance of tailoring specific nedtk variability of the products available, the
complexity involved in the policies and processesl altimately the need to involve the
consumer in every aspect of the transaction. Thab&lInsurance Industry is facing major
changes and the leading insurers are innovatirggder to compete. Shifting consumer needs,

(Lavanya & vedaginir, 2008)
2.10.1 Overview of Insurance

The meaning of risk its impact and methods of hiagdt. It also explained that individuals and
organizations have the option to either retain pisks or transfer the financial consequences of
these risks to insurance companies. This chapésepts a glimpse of the nature, importance and
historical development of insurance in generahl$p presents a simplified illustration of how
the insurance system works on the principles ofipgmf risks and the law of large numbers. It
is therefore, hoped that readers can gain basierstahding of the nature and benefits of
insurance. (Hailu Zeleke, 2007:1)

2.10.2 Definition of Insurance

Insurance is a mechanism that ensures an indivitudhrive on adverse consequences by
compensation the individual, his/her loss finargiaven individual in the world and all
activates connected with him/her be if life profess business, travel or any other pursuits are
subject to unforeseen and uncalled of hazardswgetrs. The benefits that an individual enjoys
in his life by owning a car or house or a factoay de snatched by sudden accident which can
render even the individual immobile, and his/hemifg vulnerable. At his/her critical juncture
only insurance helps him/her not only to survive tecover his/her life in a normal manner,

which would otherwise be unthinkable. (Ganguly, 200
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2.10.3 Insurance Services

A portion of an insurance policy’'s holding covele tinsurer’'s cost of providing services to
policyholders, such as claims processing and losg@, that a firm would have to undertake or
purchase elsewhere if it did not purchase insuraitke loading were less than the firm’s cost
of obtaining comparable service, then purchasisgriznce would benefit shareholders even if
they were diversified. In this case, however, the fwould not be purchasing insurance to
reduce risk for shareholders but to obtain claimscg@ssing and loss control services at the

lowest cost. (Harrington & Niehasus, 2004:171)
2104  Meaning of Risk

The notion of an indeterminate outcome is implicitll definitions of risk; the outcome must be

in question. When risk is said to exist, there nalsays be at least two possible outcomes. If we
know for certain that a loss will occur, there gsrisk. Investment in a capital asset, for example,
usually involves a realization that the asset Igext to physical depreciation and that its value

will decline. Here the outcome is certain and soéhis no risk. (Teklegiorgis, 2004:1)

Moreover, At least one of the possible outcomesindesirable. This may be a loss in the
generally accepted sense, in which something tigidual possesses is lost, or it may be a gain
smaller than the gain that was possible. For exantpé investor who fails to take advantage of
an opportunity “loses” the gain that might haverbesde. The investor faced with the choice
between two stocks may be said to “loss” if hehw shooses the one that increases in value less

than the alternative.
2.10.5 Pure Risk

Pure risk is defined as a situation in which theme only the possibilities of loss or no loss. The
only possible outcome is adverse (loss) and ne(rialoss). A pure risk exists when there is a
chance of loss but no chance of gain. For exantpépwner of an automobile faces the risk
associated with a potential collision loss. If dlismn occurs, the owner will suffer a financial

loss. If there is no collision, the owner does gain. The owner’s position remains unchanged.
Other example of pure risk includes premature deathrelated accidentals and damage to

property form fire, lighting flood or earthquak&eklegiorgis, 2004:11)
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2.10.6 Speculative Risk

Speculative risk is defined as a situation in whedher profit or loss is possible. A speculative
risk exists when there is a chance of gain as &gl chance of loss. For instance, investment in
a capital project might be profitable or it mighibpe to be a failure. If you purchase 100 shares
of common stock, you would profit it the price bktstock increases but would lose if the price
declines. Other examples of speculative risks aténg on a football match, investing in real
estate, and going into business for you. In thésat®ns, both profit and loss are possible.
(Teklegiorgis, 2004:11)

2.10.7 The Difference between Pure Risk and Speculative Risk

Pure risks are always distasteful, but speculaisks possess some attractive features. Pure risks
also differ from speculative risks in that they gelly are repeatable under essentially the same
conditions and thus are more amenable to the lalargé numbers (a basic law of mathematics
that states that as the number of exposure urdteases, the more certain it is that actual loss
experience will equal probable loss experience)s Theans that one can more successfully
predict the proportion of units that will be loSekposed to a pure risk than if they are subject t

a speculative risk. (Teklegiorgis, 2004:11)

26



Chapter Three

Data Presentation, Analysisand Inter pretation

This chapter includes the analysis, interpretatdod discussion of the data obtained from the
sample respondents customers, employees and aasv@ldnagers of Nile Insurance Company.
Part of the data collection was through a questiavfech was both open and close ended and
interview. The questionnaires were distributed igtemers and employees of Nile Insurance
Company. The student researcher distributed andotetl the questionnaires during the time
from Megabit 25 until Miyaza 05 2005 at Leghar Mdsnanch and Gotera Branch. Also

interview that is supposed to assist the successiulpletion of this research was given (held)

the Business Development and marketing mangerlefINsSurance Company.

Out of the customer of Nile Insurance Company iddi& Ababa 200 customers and 22

employees from Leghar Main and Gotera branch welected as sample respondents. For
customers using convenient sampling technique ipi@yees the student researcher teak all of
underwriting officers in two branches. First thadsnt researcher made pilot test by distributing
10 samples. Based on the result of pilot testdHeviing amendments were taken by the student

researcher.

» Similar questions were replaced by new one.

* Questions that lack clarity and encountered granpr@slem were corrected.

After those commented questions are done then ttieerst researcher distributed 200 (Two
Hundred) copies of questioners to customer andg&(ly Two) employees. However; 182 of
customers were successfully filling out the questroand returned the questionnaires. While 18

were not give their response but all of employdésd out the questioner and returned it back.

The summarized data is then analyzed by applyirsgrgs#ive analysis method using tables,
following detail explanations, at last interpredatiis made to demonstrate implications of the

major findings.

27



3.1 General characteristics of therespondents

The following table below shows the classificatmfirespondents by Gender, Age, Educational
Background and Occupation.

Table 1- Personal Information of Nile Insurance Customers & Employees

Respondents
No. of Respondent Per centage (%)
NO. Item Customers Employees | Customers | Employees
1 Gender
A. Male 117 8 64.3 36.4
B. Female 65 14 35.7 63.6
Total 182 22 100 100
2 Age
A. 18-25 15 2 8.2 9.1
B. 26-35 58 12 31.9 54.4
C. 36-50 64 7 35.2 31.8
D. above 50 45 1 24.7 4.5
Total 182 22 100 100
Educational Background
A. Below Twelve Grade 22 0 121 0
B. Twelve Complete 16 0 8.8 0
3 C. Diploma 57 3 31.3 13.6
D. Degree 68 18 37.4 81.8
E. Above Degree 19 1 10.4 4.5
Total 182 22 100 100
Occupation
A. Private Organization 63 43.6
4 B. Government Organization 7 3.8
C. NGO 29 15.9
D. Own Business 83 45.6
Total 182 100
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Accordingly to Table 1, item 1 is about genderegaty of customers respondents. Among the
total respondents 117(64.3%) are Male where asS6BYd) are Females. So it is indicates that
117(64.3%) of sample respondents are Male. Whexsgdoyee’s respondents among the total
respondents 8(36.4%) are Male where as 14(63.68¢Fa@males. So it is indicates that majority

of sample respondents are Female.

In relation to item 2 of table 1 the respondentstamers age ranges from 18-25 are 15(8.2%)
from 26-35 are 15(31.9%) and from 36-50 are 64(3%h2 remaining 45 (24.7) are 51 and
above. This shows that more than half of the Nilgurance Company sample respondents are
matured. And in relation to employees respondeggsrange of from 20-25, 2(9.1%) from range
26-35, 12(54.5%) and range of 36-50, 7(31.8) theairing 1(4.7%) are 51 and above. This
shows 54.4% of sample employees are in the grotyelka ages 26-35 that implies employee

respondents of Nile Insurance Company are adults.

In item 3 of table 1 is state the education levfehe customer’s respondents. 22(12.1%) of the
respondents have below 12 grade educational baokdyol6(8.8%) of them are 12 grade
completed, 57(31.3%) of them are Diploma holde&s(3.4%) of them are degree holders and
the remaining 19(10.4%) are above degree holdelnss implies more than 70% of the
respondents are in diploma and above of educatwel,lit is easy to understood insurance
Services. Whereas the employees respondents63¢L3f the respondents are Diploma
holders, 18 (81.8%) of them are degree holderstaedemaining 1(4.5%) are above degree
holders. This implies 85% of the sample respondardésdegree and above degree. This means

Nile Insurance has qualified manpower in termsdefaation in Insurance Services.

The last item in Table 1 is concerning the occupedi status of customer’s respondents. The
private organization employees are 63(34.6%), %3.8f them are government organization
employees, 29(15.9%) of them are Non-Governmentgh@zation employees and 83(45.6%)
of the responds are engaged in own Business. mdisates that 83(45.6%) of the respondents

those who consume service of Nile Insurance ar&inwgion their own business.
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Table 2- Work Experience of Nile Insurance Company Employees Respondents

No. of Per centage
No. Item Respondent (%)
A. Less than 1 Year 1 45
1 How long to work in
B. 1-2 Years 1 4.5
the company?
C. 3-5 Years 2 9.1
D. 6-9 Years 4 18.2
E. Greater than 9 Yeas 14 63.6
Total 22 100

Accordingly to Table 2 is concerning the employeesrk experience in Nile Insurance

Company. 1(4.5%), of the respondent works less thaear, 1(4.5%) of them are 1-2 years
experience, 2(9.1%) of them are 3-5 years expezief(18.2%) of the responds are 6-9 years
experience and 14(63.6%) of the respondent hasea®oyears experience. This indicates that

more than 63.6% of the employees have long serelegionship with Nile Insurance Company.
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Table 3- Customers Response Regarding to Spending Years in the Company and

Type of Insurance purchase.

No of Per centage
No. Item Respondent (%)
A. From 1-3 vyears 33 18.1
1 Since when, have you been us|rg. From 48 years 95 52.2
Nile Insurance CompanyC. From 9 12 years 18 9.9
Services? D. above 12 years 36 19.8
Total 182 100
A. Motor 88 48.4
2 What type of Insurance cover d@&. Marine 31 14.3
you have? C. Liability 26 17.03
D. Travel 13 7.1
E. Others 24 13.2
Total 182 100

As indicated in item 1 of Table 3, 33(18.0%) of tkepondents are the client of Nile Insurance
Company for less than 4 years, 95(52.2%) of thpardents spent 4-8 of years, in becoming a
customer of this insurance company 18(9.9%) of $am@spondents spent 9-12 years and
remaining 36(19.8%) of the respondents have mame iI2 years experience of Nile Insurance
Company. This shows that majority of responden{22%) of the respondents have 4-8 years
of relation with Nile Insurance Company as a cugtoriihis indicates that most of the customers
do have longest relationship with Nile InsurancemPany. As well they do have good

knowledge about of the Insurance Company service.

In item 2 of table 3 which types of insurance cager do respondents have respondent’s replays
as follows. 88(48.4%) of the respondents have Matsurance, 31(17.03%) of them have
Marine insurance, 26(14.3) of them have Liabilibgurance, 13(7.1%) of them have Travel

insurance and the remaining of them 24(13.2%) lodélver insurance services. This impales that
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majority 88(48.4%) of respondents has motor insteganoverage than the other insurance

service from Nile Insurance Company.
3.2 Analysesof Finding of the Study

This part is consists of the analysis of resporglefittustomers about the service development

practice of Nile Insurance Company.

Table 4- Respondents Awareness about Nile Insurance Company Service

Development
No. of Per centage

No. Item Respondent (%)
A. Strongly Agree 7 3.8
1 The company takes information B. Agree 22 12.1
from its customers as an in put C. Nutral 94 51.6
D. Disagree 50 27.5
E. Strongly 9 4.9

Disagree
Total 182 100
A. Vary High 49 26.9
2 To what extent do you kno B. High 42 17.6
about the implimentation of New C. Medim 67 36.8
Service Development D. Low 22 12.1
E. Vary low 12 6.6
Total 182 100
A. Strongly Agree 21 115
Nile Insurance Company B. Agree 45 24.7
3 informes its customers about theC. Nutral 51 28.0
newly implimented with respe( D. Disagree 53 29.1
to New Service Development?| E. Strongly Disagree 12 6.6
Total 182 100

According to the information in item 1 of table dspondents provide their answer about Nile

Insurance Company consideration of customer infaonas an input. Based on this 7(3.8%) of
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respondents are Strongly Agree on the stateme(t22®0) of them are Agree, 94(51.6%) of
them are Neutral, 50(27.5) of them are Disagreee Tdgaming 9(4.9%) of respondents are
Strongly Disagree. From this table we can infet thajority of 94(51.6%) of respondents could
not have clear answer for the above equation. iAdiates that Nile Insurance Company has
lack of experience or culture in including the cusér’'s information as an input for its New

Service Development.

With respect to the company side, the managemedttlsat, company is capable enough in

collecting information from customer’s dependingdesigning new service. As he said that the
company has the proper infrastructure and qualifr@chpower in order to gather extensive data
or information whenever there is new service odpad design. Potential customers, other stake
holders are also optimally contacted for the rezgflileedback. This indicates that there is a gap

between company manager’s response and custoraspsrse.

In the item 2 of table 4 the question says do eusts have knowledge about the implementation
of new service development customers replied dewsl 49(26.9%) of the respondents have
very high knowledge about new service developmevitereas 32(17.6%), 67(36.8%),
22(12.1%) and 12(6.6%)of the respondents do hagé, medium, Low and very low
knowledge about the implementation of Nile Insusmmnew service respectively. This implies
that more than half of the respondents 101(55.&Bt¢spondents do not knowledge about the
company new service development. from this we oéar ithat Nile Insurance Company do not

have stronger link (bond) with its customers.

As shown in item 3 of table 4 company informs ® @ustomers about newly implemented
service. For this question 21(11.5%) of the respotelare Strongly Agree, 45(24.7%) of them
are Agree, 51(28.0%) of them are Neutral, 53(29.a@%them are Disagree and 12(6.6%) of the
respondents are strongly disagree. This result shasv116(63.7%) of the samples respondents
do not agree on information of the newly implemdnservices (Curriers liability and Travel
insurance). This shows that more than half of #spondents do not know what is going on
service development aspects of Nile Insurance Campehis means Nile Insurance Company

there is not inform its customer for newly develdgervices.

33



Table 5- Respondent Response towards Service Development performance of Nile

I nsurance Company
No of Per centage

No. Item Respondent (%)
A. Vary Good 7 3.8
1 How do you get the new Service B. Good 27 14.8
Development Practice? C. Medim 86 47.3
D. Poor 53 29.1
E. Vary Poor 9 4.9
Total 182 100
A. Vary High 15 8.2
2 How do you rate the performance B. High 47 25.8
of Nile Insurance Company in C. Medim 70 38.5
introducing new service D. Low 38 20.9
development? E. Vary low 12 6.6
Total 182 100

Item 1 of table 5 is about respondents answer eméw service development Practice. 7(3.8%)
of the respondents believe that service developpenfiormance of Nile Insurance Company is
vary good, 27(14.8%) of them said good, 86(47.8%them said Medium, the rest 53(29.1%)
said poor and 9(4.9%) of the respondents evalhatsdrvice development performance of Nile
Insurance Company as vary poor. This show us niwaa half of 148 (81.30%) of sample

respondents are un satisfied by the company nexmcesrdevelopment.

As presented in item 2 of table 5 it is concernledua performance of Nile Insurance Company
in introducing new service. 15(8.2%) of the resparid rates Very high, 47(25.8%) of them
rates High, 70(38.5%) of them rate medium, 38(20.9% them said Low the remaining
12(6.6%) of respondents rate new service introdacts Very Low. This shows that Nile
Insurance Company there is not working at its léest to accommodate the needs of customer

on its service development.
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Table 6- Customer Evaluation about Service Development Practices

No. of Per centage
No. Item Respondent (%)
Have you wuse the newlly
1 developd Service of Nile A Yes 83 45.6
Insurance Company like Curriers B. No 99 54.4
Liability and Travel Insurance
Total 182 100
Have you ever noticed any
. A. Yes
2 improvement on the part of B No 105 57.3
service that you have alredy 77 42.3
rendered
Total 182 100
Do you want Nile Insuranc
: A. Yes
3 Company to add more services|to B No 140 76.9
its current business 42 23.1
Total 182 100

As presented in item 1 of table 6 were asked custenrespondents about using newly
developed service of Nile Insurance Company. 88@%.of the respondent use the newly
developed service which are curries liability amdvEl Insurance but the rest 99(54.4%) of the
sample respondents do not use those newly impledesgrvice. This impels the company
should develop new service according to the neddnramts of customers.

According to item 2 of table 6 customer were askieout the improvement on the part of service
already rendered. 105(57.3%) of the respondentsnatieed improvement of services. But
77(42.3%) of respondents are not noticed any imgm@nt. This shows us the 105(57.3%) of
the samples respondents are noticed the compangrisng with improving its services. But

NIC though there an improvement is still in needoadviding new service development while

fulfill the rest of customer’s respondents need.
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As same as customer’s respondents, employees weeedathat the company improves its
insurance service coverage by including amendedrsathents and service offers like third
party liability property damage limit, workmen’s rapensation with travel are some of the

company'’'s improvement on its part of service depelent.

In item 3 of table 6 customers where asked ablveit tvant with respect to Nile Insurance

Company adding more services other than currerg.otd0(76.9%) of the respondents want the
company add more services whereas, 42(23.1%) akgpmondents do not have the need (want)
for additional service. This indicates that mayd®¥l0(76.9%) of the respondents are in need of
new additional services from Nile Insurance Compdrhys from to us can deduce that there is a

gap by the side of Nile Insurance Company in meetie requirement of its customers.

Regarding the question stating that type of insteashould be add by the company, customers
and employee sample respondents belief Nile Inser&@ompany better to add some insurance
service like worldwide health insurance , plantueaion endowment, live stock and crops
agricultural product and security and pension iasoe. Now a days the country economic
depending on agricultural & industry system it iegi so many foreign investor in different types

of business industry.
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Table 7- Respondents Level of Satisfaction towards Service Development of Nile

I nsurance Company
No. of Per centage
No. Item Respondent (%)
1 Nile Insurance Company wotk A. Yes 57 31.3
hardly in the introduction of B. No 125 68.7
launching of New produgt
/service to meet its customers
demand?
Total 182 100
A. Highly Satisfied 10 12.04
2 Customers are satisfied byB. Satisfied 18 21.70
service, which are currntelyC. Nutral 29 34.93
developed (Curries liability andD. Disatisfied 19 22.90
Travel Insurance). E. Highly Disatisfied 7 8.43
Total 83 100
A. Execllent 10 55
3 How do you rate the Compar B. Vary Good 37 20.3
new service development practic€. Medim 67 36.6
in increasing your satisfaction | D. Poor 50 27.5
E. Vary Poor 18 9.9
Total 182 100

In relation to item 1 of table 7 it's about the Ifeg (matching) of the company new service
development with introduced or launching of newvier to meet its customers demand.
57(31.3%) of the respondents are agreed by Nilerédmce Company meeting customers

demand. But 125(68.7%) of the respondents do meteagn the company in meeting customers
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demand. So this implies that most of sample respaisdl25(68.7%) are douthiat the company

service development meets customers demand.

Whereas manager said, the company is working tot meematch customers demand by

improving or developing existing services and idtrong new ones. Through hearing satisfied
customers word of mouth communication, providingniediate and standardized service up on
customers request and counter checked throughmestservice feedback mechanism such as
suggestion box, customers visit etc. This indicttas there is a gap in Nile Insurance Company

service development practice still not able to nisetustomers demand.

Item 2 of table 7 customer’s response for theiis&attion for currently developed services is
presented as follows. 10(12.04%) of respondentshigely satisfied, 18(21.70%) of them are
satisfied, 29(34.93%) of them are Neutral, 19(22090f them are Dissatisfied and the reaming
7(8.43%) of them are Highly Dissatisfied. That ireplabove 55 (66.26%) of the respondent are
not satisfied by the service of Nile Insurance Campcurrently developed. From this table we
can depict that Nile Insurance Company designs sewice development not regarding to the
customers need or wants but from its own pointiefvw This occurred due to that Nile Insurance
there is not follow the standard stages for devetpmew service. Also its lacks some sound

service development plans (design).

However, data collated from the employees show Ti{a1.8%) of the employees agreed that
customers are satisfied. Whereas 15(68.2%) of #wenagreed that customers are not satisfied
by service development practice of the companys Tileans the majority of sample respondent
of employees are believe the company shall imprbsesystem to increase its customer’s

satisfaction.

Furthermore the company manger agreed that theoroess are satisfied by its service
development practice. The manager said customeralaays in need of better product and
service delivery in terms of quantity (by increasithe service type), quality (by providing
quality claim handling service), appropriate timppéggce and general working environment. This
shows that there is a gap between the customepemeand managers believe. But this impels
Nile Insurance Company service development actithigre is not linked (worked) from the

grass root level which means customers and empdoyee
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Item 3 of table 7 asks customer to rate the compamy service development practice increasing
their satisfaction. 10(5.5%) of the respondentsgasservice development practice for increase
customers satisfaction rates Excellent, 37(20.3P4ate Very good, 67(36.8%) of them rate as
medium, 50(27.5%) of them rate Poor and the remgithB(9.9%) of the respondents rates Very
Poor. This shows that majority of the customersgamespondents 135(74.2%) are agreed that
the company does not work to increasing its cust@nsatisfaction. This impales Nile Insurance
Company service development practice is not weadigiteto regarding to increasing customer’s

satisfaction.
3.3 General Suggestion given by the respondents Open Ended Question

Some customer respondents answer on open endetibquebkat kind of problem they identify
in the newliy introduced services. They belive mrreesr liability insurance policy writen in
English version they understand only the companpleyees information some complication

occur during the time of claim.

The customer respondants were also provide andveert avhat are the major stengths of the
company in trems of Developing New Service atiigi As per the responedants customer, the
stength of the compnay is in terms of manpoweag well trained employees, thay work hard

and they have team sprit. And also the companyagggits system by techology advancement.

Customer respondancts answer what are the majoakemess of the company in trems of
applying its Service Development activities. Somike company weakeness in service
development are the company do not take informdtiom its customers, they did not gather
information from the market, its marketing departmes not work hardly assessing market

research and the company set the premuim thatyswgh than other insurance company.

Finaly customers were asked to put their commeatiabmeasure that should be taken by Nile
Insurance Company (S.C.) to its’ service develaptmEhe costomer suggestion to the company
to improve its service development and it may setihim on time with out buerocrasiy and also
the company must motivate its employess to increhasee initiatives and by providing
guestioners to its customer for need assessemdndeuvelop its marketing and puplic relation
departements to helps socity awarnees cereatiodumeing accident. Moreover, the company
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may add haire skilled employees and reducing #ite for calculating the premium as

comparing to other insurarnce companys.

¢ Accordingly Mangers also explaine some question which were forworded by the

student r esear cher.

Who is rsponsible to design and materialization sewice. The Reinsurane & Branch Opration
with Business Development (currently, Marketing &idnning Department) take the initiatives

and finalizes the service in cooperarion with ashencerned bodies.

The management also asked about company servietogewent strategy the manager said, the
company strategy depending on Service Developneategy. For this strategy Nile Insurance
Company works on Product/Service development timepemy use new to the company but not
new the market to offer its services to its cust@ndhis impales the service development
strategy practice of Nile Insurance Company isniprovement and modification on the existing

market.

To what extent your company goes to conduct teduyickl advancement. Manger said the
company has been networked with all its branchesutgh PREMIA technology it is on the

process for the implementation of Web Site andratblated technological advancements.

According to Kotler,(2003:351 ) factors affectingw service development is shortage of
important ideas in certain areas, there may beviews left to improve some basic products.
Fragmented Market Companies have to aim their n@gdyets at smaller market segments and
this can mean lower sales and profits for eachymbd&ocial and governmental constraints new
product has to satisfy consumer safety and envieonah concerns. Cost of development: A
company typically has to generate many ideas tjfist one worthy of development and often

faces high R&D manufacturing and marketing cost.

Furthermore, factors that considered by Nile InsoeaCompany in offering a new service to the
market. To get competitive advantage, this meaesctbhmpany new service to teak under

consideration of its competitors offers to the neatken the company to compete to the market.
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In addition, to the company compare its offer thentcompetitors to get comparative advantage.
And the company to increase its market share ahdeye and potential customers.

What kind of problems (challenge) is encounterethenxcompany on its way of developing new
service or modifying existing services? Unfair catmgon of similar firms, unavailability of
adequate information, lack of adequate cooperationproviding required information,

shareholders not willing to develop new services famancial resources.

What strategies are primarily followed by the compan new service offer? The company
strategy in new service development is using imgnoeent in the existing services, pre-
production advertizing like be open soon or becgnrgaon, preparing feasibility study and also
through promotional and advertizing strategy, aweass creation, press release.
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Chapter Four

Summary, Concluson and Recommendation

From the analysis and interpretation made in thevipus chapter the following summary,

conclusion and recommendation are drawn.
41 Summary of the Major Findings

* In relation to Nile Insurance Company consideratd customer information takes as
an input the majority of 94(51.6%) of responderdsld not have clear answer for the
above question and more than half of 101(55.5%¢sfondents do not have knowledge

about the company implementation of new servegetbpment.

» The study indicates majority which is 116(63.7%¢ tlespondents replied that the
company do not inform to its customers about thelypemplemented services (Curriers

liability and Travel insurance).

» Regarding the customers response of NIC about reweice development practice
majority 148(81.3%) of sample respondents are misfeed by the company new

services development practice and performance iotiaducing new service.

= Based on the study 99(54.4%) sample respondent®tdose those newly implemented

service of Nile Insurance Company

= According to the study majority 105(57.3%) of cusers respondents agreed that there

is an improvement on the part of service alreadgeeed by the company.

» Based on the study majority 140(76.9%) of the redpats are in need of new additional

services other than current once from Nile Insuea@ompany.

= According to the study customers response for thegisfaction for currently developed
services is most of 55(66.26%) of the respondeatnat satisfied by the service Nile

Insurance Company currently developed.

= According to mangers interview Nile Insurance Compagroblems (challenge) is

encountered in the company on its way of developieg service or modifying existing
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services. Unfair competition of similar firms, umdeability of adequate information,
lack of adequate cooperation in providing requinedrmation, lack of shareholders

willingness to develop new services and finan@aburces.

At the time of interview the manger side primargyrategies are followed by Nile
Insurance Company offering in new service develapms using improvement in the
existing services, pre-production advertizing like open soon or becoming soon,
preparing feasibility study and also through praomdl and advertizing strategy,

awareness creation, press release.

According to the manager interview factors congddoy the company in offering new
service to the market, to get competitive advantagenparative advantage, to increase

its market share and get new and potential cusgmer
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4.2

Conclusion

Depending on the finding discussed above the fatigwonclusions are drawn

Nile Insurance Company by concedering the resedirating or with service the
company did not have clearly placed service devety strategy. This can be shown
from the response of customers(customers donot ls@wice strategy developmetn ).
Moreover, the inenterviw response also dipict ttied company put compititve and
comparative strategies as its service developntesiegy. This two strategyes are not
deirctly releated with service development. So thihe Company does not follow the
formal stages of developing or improving their seg\that is form idea generation up to
commercialization. Furthermore doses not interpatticipate) responses suggestion and

comment, the Company closed its door for the custoreed and want.

As it is observed from analysis the major factotgcl affects Nile Insuranc company
service development implimention are : not consmdercustomers information as an
input in its service development, inablility to ind to identifay the basic insurance need
of customers, lack of finace and not converting plaper research work in to the real
practice. So Nile Insurance Company is not ablgpedorm its service development

acctivity adequately

As the study reaveld that, Nile Insurance Compampentered challenges in on its way
of developing new service or modifying existingweges. Unfair competition of similar

firms, unavailability of adequate information, lack adequate cooperation in providing
required information, shareholders not willing tevdlop new services and financial
resources and also by reducing commotion of intdranes (Insurance Brokers and
Sales Agents) the company loss the market sharetldompany set the premuim that
is very high than other. Those are some of thelehgdés NIC encountred, not be develop

new service to its clients.

According to research finding, NIC did not gathaformation from the market, its
marketing departmetn is not work hardly in assessimarket research. Thus, the
company new service development practice couldregard to the customers need or

wants but from its own point of view. This occurmae to that Nile Insurance could not
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follow the standard steps for developing new sexvAdso its lacks some sound service

development plans (design).

This indicates that Nile Insurance Company lackseernce or culture in including the
customer’s information as an input for its New $sxvDevelopment. From this we can

infer that Nile Insurance Company do not have georink (bond) with its customers.

As the study analysis infer that, Nile Insurancanpany produces a new service and
offer places the service in the market. Then thstarner may not receive enough
information about the services. The company cowtinform its customer for newly

developed services.

The company could not able to encourage custonm@rsdéa contribution when the
developing and modifying of the service. This feslimade Nile Insurance Company
evaluates be less conceder about customers deni2mel. to this NIC service
development practice becomes poor. In additiohab the company new services are not
matching with customers need and want expectattan.the customer is not highly
satisfied. This implies the companies do not dgvelew service according to the need

and wants of customers.

As the study concludes that, Customers need Ngeramce Company to add more
services other than current once. Customers andoge® sample respondents believe
that Nile Insurance Company have to add some amsgr service like worldwide health
insurance , plant, education endowment, live stac#t crops agricultural product and
security and pension insurance. Therefore, thege gap by the side of Nile Insurance

Company in meeting the requirement of its customers

According to the finding of the study, Nile InsucenCompany improve on the part of
service already offer to its customers. This isicaat the company is working with
improving its services. As well as customers Emeésywere agreed that the company
improves its insurance service coverage by inclydimended endorsements and service
offers like third party liability property damagemit, workmen’s compensation with
travel are some of the company’s improvement opais of service development. Thus,
even if there is improvement, NIC is still in neafdproviding new service development

to fulfill the rest of customer’s respondents need.
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43 Recommendation

After doing analysis of the finding, summery andchdasions were made. Based on those
summary and conclusions to avoid the problems @icthmpany and make corrective action the

following things are recommended.

» In order to assess its position in the market amahec up with good (sound) market
development services the company must have ownandseand development
department. Also the company shall conduct madstarch to evaluate its strength and
weakness on the part of its service developmefigatadata from the target customers
and also evaluate the performance of the company.

> Better new services ideas also come from watchimd) lsstening to customers. The
company analyze customer question and compliafmdonew service that better answer
customer problem. Furthermore, Nile Insurance Comshould deliver its own service

development strategy (guide line) to facilitatesésvice development activities.

» The company it will be better improves its servibgsconsidering the customers want
and need to fulfill their need by doing each stagfeservice development program. The
company if followed properly the procedure stagesléveloping services. To provide
competitive service the company has to deliver sewice which passes thorough this

development stage.

» Then the company adds luggage, worldwide travelp @nd horticultural etc insurance
service. Nile Insurance Company adds those typessofrance services to satisfy its
customers and be competent in the market. Ever th&rvices are not new to the market
but it's new to the company. If the company engatfexse services, it will be an
opportunity to satisfy customers, as well as toaattnew ones, increasing company’s

market share and profitability.

» Generally, the student resercher suggest reguredints’ service development; Nile
Insurance Company (S.C.) must improve its sennddé way of competitive advantage
that means over competitive advantage offering wmess greater value. This greater
value is offered to consumers either through lopréce or by providing the customers

more benefits that justify higher prices. A compaffer should be differentiated along
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the lines of products, services channels, peopienage. Thus, NIC should settle claim
on time with out buerocracy and also the companytnmotivate its employess to
increase there initiatives and by distributing duoe®rs to assess need of its customer
and develop its marketing and public relation degaents to inceases society awareness
on reducing accident. Moreover, the company shadld hire skilled manpower and
reducing the rate for calculating the premium asngaring to other insurarnce

companies.

Finally, this is not an ending in the area of seevilevelopment so, the student researcher
suggested that extra study should be conduct s dhea because, it influence on the

profitability of a given company as well as on gwod image of the company.
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Appendix B
St. Mary’s University College
Business Facility
Department of Marketing Management
Questionnaires to be filled by Nile Insurance Emmyees

This questionnaire is prepared for the partialitfaient of senior essay by prospective graduate
of St. Mary’s University College in the field of mk@ting management. The main objective of
this questionnaire is to assess the new servicelawent strategy of Nile Insurance S.C.
Therefore you are requested to fill this questioren&onestly and with due care. Because
correctness of the answer will have paramount itapoe for the outcome of the research.

Thank you in advance for you're sincere cooperation
Note:-

¢ Itis not necessary to write your name.

% For the question asked below plmark for the answer your chose and write your idea
on the provided space.

Please provide your unreserved/accurate response.

Your answer of this questionnaire is only the camp#nt of the research.

e

S

e

8

Part | General Characteristics of the Respondent

1.

[ ] [ ]

A. 20-25 [ ] B. 26— 35 [ ]
C.36-50 [ ] D. above 50 [ ]

3. Educational Background

A. Twelve Complete I:I B. Diploma |:|

C. Degree |:| D. above Degree I:I

Part Il Question Related with Services
1. For how long you been working in Nile Insuranaan@pany?
A.lessthan 1 years |:| B. From 1- 2 years |:| E. above &rye |:|

C. From 3 -5 years I:I D. From6-9 years|:|



2. Do you believe that the company servicgeltgmment objectives successed in the compatitive

market

A. Yes |:| B. No |:|

3. Based on the questoion 2 if your answerdsulat is the reason could be?

4. Do you think the company measures its newiceevelopment practice or trend regularly?

A. Yes I:I B. No I:I

5. Based on the questoion 4 if your answer is Hatis the reason could be?

6. Do you think the time frame that provided fa@wnservice development is reasonable from intefms o
market demand?

A. Yes I:I B. No I:I

7. Besed on the questoion No.6 if your answer ipldase state your reason briefly?

8. Could you identify the major problem that yoompany faced during its service development?

9. What are the selective service that the comphnuld apply in the competitive insurance market?

10. Do you think that customers satisfaided withgbrvice which is currently provided by the compan

A. Yes I:I B. No I:I

11. If your answer for Question No. 10 is whatidddoe done by the company to improve their
satisfaction?
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