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Abstract 

Advances in communications technology have allowed traditionally distinct 
financial businesses to keep instantaneous track of developments in other businesses 
and compete for some of the same customers. Some insurance companies now offer 
deposit accounts and mortgages. In the United States, life insurance companies now 
sell more pension plans and other asset management services than they do 
conventional life insurance. 

Developments in computer technology that have given insurance providers the 
ability to quickly access and process information have allowed them to custom-design 
policies to fit the needs of individual customers.  

Though the Internet offers tremendous access to information about prices, it 
has done little to simplify the process of comparing the offerings of different 
insurance policies and services. Therefore, consumers have increasingly come to view 
insurance as a commodity, differing only in price from provider to provider. This 
attitude may lead people to buy insurance that does not give them the kind of 
coverage they need.  

Other types of technology and scientific developments may also have great effect on 
insurance. By providing a broad scope of new information about people’s medical 
predispositions, genetic testing has the potential to redefine how providers of life and 
health insurance determine risk. In addition, improvements in geological and 
meteorological technology have the potential to change the way property insurers 
calculate risks of damage. For example, as scientists improve their abilities to predict 
severe weather patterns, such as hurricanes, and geological disturbances, such as 
earthquakes, insurers may change how they provide protection against losses from 
such events. In order to describe how IT application will affect insurance companies, 
this thesis includes a description of IT application and its affect in increasing customer 
satisfaction and decrease costs in Asia Insurance Company in Iran. 

The analysis shows that the IT application has a positive effect on insurance 
customer satisfaction and they are highly satisfied with automated system. On the 
other hand IT application bears some expenses which will lead to increase in costs in 
the company. 
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Chapter 1 

General Problem area 

 

 

The purpose with the first chapter is to present the problem area.  Initially, an 

introduction, and a background are provided in order to motivate the importance of 

the subject. Next, the problem discussion is included, which will result in a 

formulation of the research problem and research questions. Finally, a disposition of 

this study will be provided and a brief presentation of Asia Insurance Company for 

this thesis.  
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1.1 Introduction 

Today’s conditions for doing business are changing rapidly. There are some 

aspects that are of great importance for the new situation that companies are facing. 

First of all the lifestyle of people are changing and consequently the patterns of 

consumption. Nowadays more women are working, the number of elderly people is 

increasing  

and often nuclear families are broken up, which implies more single homes. The  

changes in   society   has   also   led   to   that   the   needs   of   the   customers   are   

increasingly sophisticated.  (Grönroos,  1993)  this  is  confirmed  by  Stone  (2000)  

who  states  that customers  desire  to  be  served  in  a  personal  manner  with  direct  

communication.   

Grönroos  (1993)  explains  it  with the  trend  in  our  society  to  focus  on  

the  individual. Each  customer  would  often  like  unique  solutions  where  their  

individual  needs  are taken into account. 

Another change is due to the rapid development of technology. New 

technologies for distributing and collecting information have affected both  

companies and customers. Customers   are   continuously   informed   through   

different   communication   Medias.  

Sometimes they are drowning in too much information from different 

companies but in the hole the customer knowledge is increased substantially.  As the 

knowledge increases the customers discover new options, thus the customer fidelity is 

decreased. With  new  communication  medias  companies  can  change  their  way  of  

marketing  as well as the possibility of gathering customer data is improved. (Ibid)  

Finally, the competition on the market is increasing domestically as well as 

globally. In   order   to   reach   success,   companies   must   find   new   long-term   

competitive advantages. It is not enough to rely on advanced technology and high 

quality, because soon your competitors will have reached the same level.  The 

solutions must be tailored after the customers' specific needs and wants, with the 

purpose to increase the customers' experienced value of the product or service. All 

these changes imply that there is an increasing need for new ways of thinking within 
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the area. (Ibid).This   diverse   and   uncertain   environment   has   forced   companies   

to   restructure themselves  in  order  to  increase  their  chances  to  survive  and  

grow.  (Zineldin, 1998)  

Developments in computer technology that have given insurance providers the 

ability to quickly access and process information have allowed them to custom-design 

policies to fit the needs of individual customers. But the increasing complexity of 

policies has also made some aspects of buying and selling insurance more difficult. 

Though the Internet offers tremendous access to information about prices, it 

has done little to simplify the process of comparing the offerings of different 

insurance policies and services. Therefore, consumers have increasingly come to view 

insurance as a commodity, differing only in price from provider to provider. This 

attitude may lead people to buy insurance that does not give them the kind of 

coverage they need. 

Other types of technology and scientific developments may also have great 

effect on insurance. By providing a broad scope of new information about people’s 

medical predispositions, genetic testing has the potential to redefine how providers of 

life and health insurance determine risk. Genetic engineering in medical treatments 

may provide new ways to extend people’s lives, changing traditional assessments of 

life expectancy. In addition, improvements in geological and meteorological 

technology have the potential to change the way property insurers calculate risks of 

damage. For example, as scientists improve their abilities to predict severe weather 

patterns, such as hurricanes, and geological disturbances, such as earthquakes, 

insurers may change how they provide protection against losses from such events. In 

sector comparison, insurance and pension funding is among the top ICT and e-

business-using sectors.  

Enterprises representing 74% of the insurance employees state that 

 e-business is of significant or some importance for them. This is the largest share of 

all sectors. This finding is partly due to the fact that employment in the insurance 

sector is concentrated in large enterprises with high ICT investment power.  

 9
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1.2 Background 

As stated above advances in communications technology have allowed 

traditionally distinct financial businesses to keep instantaneous track of developments 

in other businesses and compete for some of the same customers. Some insurance 

companies now offer deposit accounts and mortgages. In the United States, life 

insurance companies now sell more pension plans and other asset management 

services than they do conventional life insurance. 

1.3 Insurance 

Insurance, legal contract that protects people from the financial costs that 

result from loss of Life, loss of health, lawsuits, or property damage. Insurance 

provides a means for individuals and societies to cope with some of the risks faced in 

everyday life. People purchase contracts of insurance, called policies, from a variety 

of insurance organizations. 

Almost everyone living in modern, industrialized countries buys insurance. 

For instance, laws in most countries require people who own a car to buy insurance 

before driving it on public roads. Lenders require anyone who finances the purchase 

of a home or car with borrowed money to insure that property. Business partners take 

out life insurance on each other to make sure the business will succeed even if one of 

the partners dies. Insurance makes up part of the broader financial services industry. 

Some large companies sell virtually every type of insurance available in the 

marketplace. Smaller companies may specialize in a specific geographic region or 

type of insurance. 

1.4 The Importance of Insurance 

Insurance benefits society by allowing individuals to share the risks faced by 

many people. But it also serves many other important economic and societal 

functions. Because insurance is available and affordable, banks can make loans with 

the assurance that the loan’s collateral (property that can be taken as payment if a 

loan goes unpaid) is covered against damage. This increased availability of credit 

helps people buy homes and cars. Insurance also provides the capital that 
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communities need to quickly rebuild and recover economically from natural disasters, 

such as tornadoes or hurricanes.  

Insurance itself has become a significant economic force in most industrialized 

countries. Employers buy insurance to cover their employees against work-related 

injuries and health problems. Businesses also insure their property, including 

technology used in production, against damage and theft. Because it makes business 

operations safer, insurance encourages businesses to make economic transactions, 

which benefits the economies of countries. In addition, millions of people work for 

insurance companies and related businesses. In 1996 more than 2.4 million people 

worked in the insurance industry in the United States and Canada. 

Insurance companies perform a type of monetary redistribution—they collect 

premiums and eventually redistribute that money as payments. Depending on the type 

of insurance, redistribution can take anywhere from a few months to many decades. 

Because of this delay between collecting and paying out funds, insurance companies 

invest their funds to bring in extra revenues. Such investments help businesses and 

governments finance their operations, and profits from those investments support the 

operations of insurance companies. With these investment earnings, insurance 

companies can keep rates much lower than would otherwise be possible. 

Not all effects of insurance are positive ones. The possibility of earning 

insurance payments motivates some people to attempt to cause damage or losses. 

Without the possibility of collecting insurance benefits, for instance, no one would 

think of arson, the willful destruction of property by fire, as a potential source of 

money. 

1.5 Main Definitions of Information Technology 

“Marketing for a product or service will be heavily influenced by IT and 

marketers who do not adapt to this new technological era will not survive.” (Bruce et 

al., 1996) 

“Information Technology - IT - is the science and skills of all aspects of 

computing, data storage, and communications. It is a new, rapidly growing area that is 
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radically changing the world by making possible new ways of doing business, making 

entertainment, and creating art”. 

 “Information Technology includes matters concerned with the furtherance of 

computer science and technology, design, development, installation and 

implementation of information systems and applications”. 

“Information Technology deals with the design and use of computers and 

communications for solving a wide variety of problems. It is remarkable that 

computers, which were only developed about 50 years ago, are now used in such a 

large number of large organizations. We accept as part of our normal life that almost 

all bills and payments from governments and large organizations are printed by 

computers and that services such as Medicare or Bankcard are possible only because 

of the effective use of computers. Although the applications of computers are diverse, 

from printing bills to controlling a blast furnace, they all require that information be 

stored in the computer and manipulated by computer programs. This suggests that 

some of the basic concepts in the use of computers are:   

Systematic methods for instructing the computers to manipulate the information 

(algorithms and programming languages).   

Organization of stored information in computers (data structures).   

Concepts in the design of computers (computer architecture) and computer networks 

(data communications and computer networks).  

 In addition to these basic concepts, there are special techniques which are 

required in particular types of applications. Firstly, for example, in business 

applications, one needs to store large amounts of information. An insurance company, 

for instance will wish to store details of all policy-holders and will use this 

information (data) to print premium and other notices and to answer policy-holders' 

questions. Secondly, in scientific applications, the amount of information to be stored 

is usually much less, but the computations performed are more complex. Finally, the 

design of computers for use in household and office equipment such as cars, ovens, 

sewing machines and typewriters, requires a variety of skills”. 
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“Information Technology includes matters concerned with the furtherance of 

computer science and technology, design, development, installation and 

implementation of information systems and applications”. 

“Information Technology refers to the creation, gathering, processing, storage, 

and delivery of information and the processes and devices that make all this possible”. 

“The idea behind information technology is to make life more efficient”. 

“Information Technology deals with the design and use of computers and 

communications for solving a wide variety of problems. It is remarkable that 

computers, which were only developed about 50 years ago, are now used in such a 

large number of large organizations. We accept as part of our normal life that almost 

all bills and payments from governments and large organizations are printed by 

computers and that services such as Medicare or Bankcard are possible only because 

of the effective use of computers. Although the applications of computers are diverse, 

from printing bills to controlling a blast furnace, they all require that information be 

stored in the computer and manipulated by computer programs”. 

“IT (information technology) is a term that encompasses all forms of 

technology used to create, store, exchange, and use information in its various forms 

(business data, voice conversations, still images, motion pictures, multimedia 

presentations, and other forms, including those not yet conceived). It's a convenient 

term for including both telephony and computer technology in the same word. It is the 

technology that is driving what has often been called "the information revolution." 

1.6 Customer Satisfaction 

Customer loyalty is a - prime determinant of long-term financial performance 

of firms (Jones and Sasser, 1995). This is particularly true for service firms where 

increased loyalty can substantially increase profits (Reichheld and Sasser, 1990; 

Reichheld, 1996). Service firms focus on achieving customer satisfaction and loyalty 

by delivering superior value, an underlying source of competitive advantage 

(Woodruff, 1997). For service firms the challenge is identifying the critical factors 

that determine customer satisfaction and loyalty. 
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Considerable research has focused on service quality dimensions as the 

primary determinants of customer satisfaction (Parasuraman et al., 1988; Brown et al., 

1993; Zeithaml et al., 1996). Typically, this research has not included perceived value 

as a determinant and this has been regarded as a shortcoming of the approach (Ravald 

and Grönroos, 1996; Anderson et al., 1994; Heskett et al., 1997). Interestingly, there 

has been limited empirical work conducted on perceived value and its relationship to 

customer satisfaction in service settings (Anderson et al., 1994). Given the 

considerable interest in perceived value from both service marketing practitioners and 

academics, it is appropriate to determine its contribution to customer satisfaction. 

1.7   Problem Discussion 

The fact that our world is rapidly changing and the competition for each 

customer is intense is one thing that is for certain. Competing with only minor 

advantages that are easily copied by the competitors is frustrating companies. Having 

a good relation ship with the customers is an opportunity to rise above minor 

advantages by developing actual relation ships with the customers. According to Bose 

(2002) companies that are most successful at delivering what each customer wants are 

the most likely to be the leaders of tomorrow 

It is apparent that there is a need for IT to support the realization of the 

companies’ success. Marketers and managers must be aware of that making 

inappropriate decision about the technological dimension may affect their ability to 

compete in the market. Achieving customer satisfaction is the primary goal for most 

service firms today (Jones and Sasser, 1995). Increasing customer satisfaction and 

customer retention leads to improved profits, positive word-of-mouth, and lower 

marketing expenditures (Reichheld, 1996; Heskett et al., 1997). Typically, service 

firms monitor customer satisfaction on an ongoing basis. For service managers the 

importance of determining the relationship between the drivers of customer 

satisfaction and the linkages, if any, between these drivers, customer satisfaction and 

future intentions is again related to improving the effectiveness of decision making. 

When managers understand how customers evaluate their services and the 

consequences of these evaluations on satisfactions and future intentions, they can 

better allocate resources to increase loyalty to the firm. 
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Based on the discussion above, the research problem will be: 

“The main impacts of IT applications in customer satisfaction and decrease in cost” 

1.8 Disposition of the study 

This thesis consists of 5 chapters, figure1. Chapter 1 includes an introduction 

and a background to the problem area, and a presentation of the problem discussion 

that lands in the definition of the research problem. The chapter will continue with a 

presentation of Asia Insurance Company. In chapter 2 the theories relevant to for the 

research problem will be presented. It also includes the frame of reference, presenting 

the research questions. Chapter 3 includes a description of the methodological 

approaches chosen for this thesis and in chapter 4 the result from the collection of 

empirical data is presented. Chapter 5 encompasses discussion and conclusions, 

including an evaluation of the study as well as further research and recommendations. 

 

 

 

 

 

 

 

 

 

 

 

Chapter   5 

Chapter   4 

Chapter   2 

Chapter   3 

Chapter   1 General Problem Area 

Theoretical Review  

Methodology 

Research data description, Analysis 
and Result 

Discussion, Conclusion and  
Further Research 

Figure 1-1: Disposition of the study
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Chapter 2 

Theoretical Review 

 

 

In this chapter, theories that may be relevant when answering the research 

problem will be presented. The theories included are mainly written for readers that 

are familiar with Insurance and information technology, but the intention is also that 

people without prior knowledge in insurance and information technology should find 

it understandable. The chapter will start by further looking in to insurance and 

information technology and customer satisfaction then the hypotheses will be stated 

and the demarcation of the study will be described.  
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2.1 Insurance 

2.1.1 Reasons for Insurance 

In life, losses are sometimes unavoidable. People may become ill and lose 

income or savings to pay off medical bills. Individuals or their relatives may die of 

illness or accidents. People’s homes or other property may suffer damage or theft. 

People also may accidentally cause injury to others or damage to the property of 

others. No one knows in advance when a loss will occur or how serious that loss will 

be. The uncertainty surrounding potential losses is known as risk. Insurance offers a 

way for people to replace risk with known costs—the costs of buying and maintaining 

insurance policies. 

Assume a person buys a new car for $25,000. Its owner faces the possibility 

that, at some point, the car will suffer damage in an accident. But how could the 

owner budget in advance for a loss of unknown cost? The cost to repair or replace the 

car in the event of an accident could range from the price of a bottle of touch-up paint 

to as much as $25,000. If the accident injures someone, the costs of medical care 

could be much higher. Through the mechanism of insurance, however, the car owner 

can share the risk of an accident with others who face the same risk. 

Insurance pools (combines) risks shared by many people, thereby reducing the 

risks faced by a group. People pay to buy insurance coverage (protection from risk). 

In exchange, all policyholders (people who own insurance policies) receive a promise 

that the group of policyholders—as represented by the insurance organization—will 

pay when any policyholder experiences a covered loss. 

The reduction in risk brought by insurance relies on a mathematical concept 

called the law of large numbers. That law states that the ability to predict losses 

improves with larger groups. Using calculations based on statistics, experts known as 

actuaries can accurately predict the losses of a large population, even without 

knowing when or how any one individual will experience loss. (Nielson, Norma L., 

2001). Insurers distinguish between two types of risk: speculative risk and pure risk. 

Speculative risk offers both the potential for gain and the potential for loss. People 

who invest in the stock of companies, for example, take speculative risk. An increase 
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in stock prices produces a gain, while a decline in stock prices produces a loss. Pure 

risk, by contrast, creates the potential only for loss. Although pure risks do not 

necessarily result in losses, they never result in gains. 

Historically, insurance dealt only with pure risks, and most people still buy 

insurance to cover pure risks. No one, for instance, experiences a gain when they go a 

full year without an auto accident. However, some insurance companies now help 

businesses finance large losses including those incurred on speculative risks, such as 

the international exchange of currency. Also, in the 1990s financial markets and some 

professions outside insurance, such as the field of environmental impact and damage 

assessment began to expand into risk management for the first time. 

2.1.2 The Importance of Insurance 

Insurance benefits society by allowing individuals to share the risks faced by 

many people. But it also serves many other important economic and societal 

functions. Because insurance is available and affordable, banks can make loans with 

the assurance that the loan’s collateral (property that can be taken as payment if a 

loan goes unpaid) is covered against damage. This increased availability of credit 

helps people buy homes and cars. Insurance also provides the capital that 

communities need to quickly rebuild and recover economically from natural disasters, 

such as tornadoes or hurricanes.  

Insurance itself has become a significant economic force in most industrialized 

countries. Employers buy insurance to cover their employees against work-related 

injuries and health problems. Businesses also insure their property, including 

technology used in production, against damage and theft. Because it makes business 

operations safer, insurance encourages businesses to make economic transactions, 

which benefits the economies of countries. In addition, millions of people work for 

insurance companies and related businesses. In 1996 more than 2.4 million people 

worked in the insurance industry in the United States and Canada. (Nielson, Norma 

L., 2001). Insurance companies perform a type of monetary redistribution—they 

collect premiums and eventually redistribute that money as payments. Depending on 

the type of insurance, redistribution can take anywhere from a few months to many 

decades. Because of this delay between collecting and paying out funds, insurance 
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companies invest their funds to bring in extra revenues. Such investments help 

businesses and governments finance their operations, and profits from those 

investments support the operations of insurance companies. With these investment 

earnings, insurance companies can keep rates much lower than would otherwise be 

possible. Not all effects of insurance are positive ones. The possibility of earning 

insurance payments motivates some people to attempt to cause damage or losses. 

Without the possibility of collecting insurance benefits, for instance, no one would 

think of arson, the willful destruction of property by fire, as a potential source of 

money. 

2.1.3 Risk Assessments 

To help individuals and businesses manage risk, providers of insurance must 

have ways of determining what kinds and degrees of risk different people and 

businesses face. To do this, insurers rely on the basic principle of grouping together 

similar risks. By examining the risks faced by a variety of individuals and businesses, 

insurers can establish common risk profiles (patterns of characteristics). With this 

information, an insurer can quickly determine what kind of insurance to offer 

someone applying for a policy, and how much it will cost to insure that person’s risks. 

Every insurer employs underwriters to assess the insurance risk posed by 

applicants for insurance, and to group applicants into classes based on similar risk 

profiles. For example, companies that insure cars and their drivers categorize teenage 

drivers as a class separate from older drivers. Studies have shown that teenagers have 

many times more crashes than other age groups. (Nielson, Norma L., 2001) 

Individuals or businesses whose profiles indicate a statistically average class 

of risk or lower can usually easily qualify for insurance at reasonable prices. Those 

whose profiles indicate higher than average risk must pay higher prices for insurance, 

or they may have a difficult time getting insured at all. When applicants present too 

much risk, all insurance companies may decline to insure them. 
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2.1.4 Insurance Business Today 

Since the 1970s, the insurance business has grown dramatically and undergone 

tremendous changes. As a result of the deregulation of financial services businesses—

including insurance, banking, and securities trading—the roles, products, and services 

of these formerly distinct businesses have become blurred. For instance, citizens in 

the U.S. state of California voted in 1988 to allow banks to sell insurance in that state. 

In Canada, banks may also soon be allowed to sell insurance. 

Advances in communications technology have also allowed traditionally 

distinct financial businesses to keep instantaneous track of developments in other 

businesses and compete for some of the same customers. Some insurance companies 

now offer deposit accounts and mortgages. In the United States, life insurance 

companies now sell more pension plans and other asset management services than 

they do conventional life insurance. 

Developments in computer technology that have given insurance providers the 

ability to quickly access and process information have allowed them to custom-design 

policies to fit the needs of individual customers. But the increasing complexity of 

policies has also made some aspects of buying and selling insurance more difficult. 

For example, though the Internet offers tremendous access to information 

about prices, it has done little to simplify the process of comparing the offerings of 

different insurance policies and services. Therefore, consumers have increasingly 

come to view insurance as a commodity, differing only in price from provider to 

provider. This attitude may lead people to buy insurance that does not give them the 

kind of coverage they need. (Nielson, Norma L., 2001) 

Other types of technology and scientific developments may also have great 

effect on insurance. By providing a broad scope of new information about people’s 

medical predispositions, genetic testing has the potential to redefine how providers of 

life and health insurance determine risk. Genetic engineering in medical treatments 

may provide new ways to extend people’s lives, changing traditional assessments of 

life expectancy. In addition, improvements in geological and meteorological 

technology have the potential to change the way property insurers calculate risks of 
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damage. For example, as scientists improve their abilities to predict severe weather 

patterns, such as hurricanes, and geological disturbances, such as earthquakes, 

insurers may change how they provide protection against losses from such events. 

2.1.5 Insurance Policies and Coverage 

An insurance policy covers the insured party (known also as the insured or the 

policyholder) for a specified period of time, called a term. When choosing an 

insurance policy, a person must decide what type of coverage to buy. This means 

deciding at what dollar amount of loss the coverage will begin (known as the 

deductible) and at what amount coverage ends (known as the policy limit). Both 

influence the cost of a policy, which is expressed as the price of a regular, repeated 

payment (known as the premium). 

Different types of insurance policies provide different amounts of coverage. 

They also provide coverage in different ways. Some policies, such as life insurance, 

determine an amount of coverage in advance. An insurance company pays the full 

amount of such a policy, called its face value, whenever a covered loss occurs. Most 

other types of insurance policies determine how much to pay according to what kinds 

of losses policyholders experience. Such policies specify a maximum amount they 

will pay. For example, a policy covering a home against fire for $100,000 would pay 

for damages up to $100,000, but no more. 

2.1.5.1 Policy Term 

Policy terms commonly range from six months to many years. At the end of 

that term, the seller and buyer may agree to renew the contract if they wish. Only 

permanent life insurance does not specify a finite term. These policies, also called 

ordinary life insurance or whole life insurance, commit the insurance company to 

provide coverage for the lifetime of the person insured. 

2.1.5.2 Policy Limit 

Insurance policies also specify an amount at which coverage ends, known as 

the policy limit. Most types of insurance specify the limit as a dollar amount written in 

the contract. For example, an automobile insurance policy with $10,000 of collision 
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coverage pays up to $10,000 for damage caused by an accident. For property 

insurance, the policy limit may not exceed the value of the property, which may either 

be a fixed amount or an amount based on figures such as the costs of replacing 

property. 

2.1.5.3 Deductible 

Insurance policies generally include an initial amount of expense that an 

insured person must pay when a loss occurs. This expense is known as the policy’s 

deductible. The deductible is the amount of loss a policyholder agrees to pay without 

protection from an insurance company. Selecting a $500 deductible on auto insurance, 

for instance, equals an agreement to pay up to $500 for damage to a car in the event of 

an accident. Under such an agreement, the insurance company will pay for losses 

exceeding $500. Therefore, if someone holding such a policy has an accident costing 

$1000 to repair, the insurance company will pay $500 toward that repair. 

The premium for an insurance policy varies according to the level of its 

deductible. For example, a policy with a $500 deductible costs less than one with a 

$250 deductible, because the lower the deductible, the more the insurance company 

has to pay for a loss. 

2.1.5.4 Premium 

An insurance company sets a policy’s premium by multiplying a rate for each 

unit of insurance coverage by the total amount of coverage being purchased. Assume, 

for example, that term life insurance for 35-year-old men has a rate of $1.10 for $1000 

of coverage for one year. Based on this rate, a 35-year-old father who wants $500,000 

of coverage to protect his family in the case of his death will pay a premium of $1.10 

times 500, or $550 for one year of coverage. Most people pay insurance premiums 

once or twice a year. Other people choose to make automatic monthly payments to 

their insurance company from a bank account. 

Actuaries, experts in determining insurance rates, compute insurance rates 

using information not available to consumers. To compute rates, they first estimate 

expected losses in the coming year, based on statistics from previous years. Next they 
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figure how much money will be needed to pay for those losses. They then divide that 

amount by the number of people needing insurance protection. 

Consider, for example, the risks faced by 1000 people, each of whom just 

purchased a $25,000 car. Using statistics from past losses, an insurance company 

predicts that 10 of the 1000 cars will be destroyed in accidents during the next year, 

and 65 will be damaged. The company estimates that payments to cover the damage 

and destruction to these 75 cars will cost a total of $450,000. If the company collects 

$450 that year from each of the 1000 car owners, it should have almost exactly the 

funds it needs to cover those 75 out of 1000 car owners who experience losses. 

In this example, each car owner would actually have to pay more than $450 to 

support part of the costs of the insurance company’s operations, leave some profit for 

the company, and leave some room for error in the company’s estimates. Also, 925 of 

the people who buy the insurance will have no accidents and will make no claims. 

Their payments will go to cover the losses of the 75 people who have accidents. But 

since none of the 1000 car owners knows whether or not they will have an accident, 

they each agree to pay the premium, even though it may go toward paying for a 

portion of someone else’s losses. 

Although this example of computing premiums appears fairly simple, real life 

examples prove far more complicated. For instance, different cars have different 

repair costs. Car owners drive different distances and have different driving habits. 

Each accident can result in a different kind and degree of damage. In addition, car 

insurance policies typically cover much more than just damage to the driver’s 

automobile. By U.S. state laws, for instance, drivers generally must have some 

coverage for damage they cause to other cars and for medical care for other drivers 

and passengers injured in an accident. Taking all of these factors into consideration, 

the task of determining insurance rates becomes quite complex. Actuaries use 

statistical calculations and computer programs to make these computations. 

2.1.6 Determining the value of the insured Property 

Although policies often set coverage as a fixed amount, the value of most 

items or services covered by insurance changes. When someone acquires a new car, 
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for instance, it depreciates (loses part of its value) over time. Other items, such as 

houses and jewelry, may appreciate (increase in value). Insurance policies can include 

inflation protection for very valuable items, such as houses, to allow coverage to 

match such increases in value. 

The value of damaged property can be difficult to determine. Insurance 

policies often contain a promise to pay the value of an item at the time of its damage 

or loss, also known as its actual cash value. Publicly available resources, such as used 

automobile price guides, track the average market value of some used items. 

Insurance policies may also allow the replacement of used items with comparable 

used items, such as used cars purchased from classified advertisements or used car 

dealers. 

For most types of destroyed property insurance usually covers the actual cash 

value of the damaged item toward the price of a new replacement. The policyholder 

must pay the difference. Assume, for example, that a refrigerator lasts 15 years on 

average. If a house fire destroys a five-year-old refrigerator, its owner loses two-thirds 

of the appliance’s use that is, two-thirds of its total value. An insurance policy 

covering the actual cash value of the property will pay two-thirds of the cost of a new 

refrigerator. Replacing used property with new items, especially in larger losses such 

as house fires, can create considerable financial burdens. To relieve property owners 

of the risks posed by large unexpected expenditures, many policies offer an option to 

purchase replacement cost coverage. This option, which increases a policy’s 

premium, pays the full cost to replace used property with new items in the event of a 

loss. 

2.1.7 Claims, Benefits and Dividends  

Insured individuals who have suffered losses and want to receive payments 

must notify their insurance company through a process called a claim. Insurance 

contracts always contain a condition that the insured must provide a proof of loss in 

order to be paid. 

A claim begins when someone who suffers a loss completes and signs a 

statement describing exactly what happened that led to the loss. Most insurance 
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claims require additional supporting evidence as well. For example, a person filing a 

life insurance claim must provide a copy of the policyholder’s death certificate. For a 

health or disability claim, the insured typically must provide a doctor’s report. 

Someone claiming damage to an automobile usually has to provide a repair estimate 

to the insurance company. 

Once someone files a claim and provides necessary evidence, the insurance 

company’s claims representative, known commonly as a claims adjuster or claims 

service representative, reviews it. A claims representative verifies that a claimant 

(person filing a claim) is entitled to the payment requested. 

First, the claims representative verifies that the claimant actually purchased an 

insurance policy from the company and paid a premium that covered the time period 

when the loss occurred. For example, if a policyholder misses payments, allowing a 

policy to expire, the insurer would make no payments on claims made after the 

policy’s expiration. The claims representative also verifies that the terms agreed upon 

in the policy cover the specific claim, including the particular events that caused a 

loss. For example, standard policies to insure people’s homes generally cover damage 

from such natural events as lightning and storms. However, they do not cover damage 

from floods or earthquakes (those kinds of coverage are sold separately). Ultimately, 

careful claims processing assures that other members of a claimant’s insurance group 

pay out as little as possible in premiums to adequately cover valid claims. 

2.1. 8 Buying Insurance 

People face many choices when buying insurance policies. They commonly 

choose an insurance provider based on several criteria. Some of the most important of 

these include: (1) the financial stability of the insurance company, (2) the price of 

policies, and (3) details of coverage and service. 

Only a financially sound company can fulfill its promise to pay in all 

circumstances. Companies with proven records of stability can provide insurance 

security. Choice of a provider based solely on price, on the other hand, may result in 

poor service and coverage, even if the provider advertises comprehensive coverage 

and high quality service. 
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Policy prices vary significantly among companies, but competition usually 

forces most companies’ prices into a narrow range. The greater cost of some policies 

may pay off in the long run through better protection. Thus, a detailed examination of 

coverage in policies provided by different, well-regarded companies can help 

consumers make the best choice based on the risks they face, their needs, and their 

finances. 

People seeking to buy insurance often use the services of an insurance agent or 

broker to assist in their purchase. Precisely what services these intermediaries provide, 

and what they can charge, vary somewhat from country to country. But insurance 

agents and brokers typically help people choose among the hundreds of policies 

available and among the hundreds of companies that provide insurance. Some people, 

however, choose to buy insurance from direct providers, who sell policies without 

intermediaries. Direct-provider insurance may be purchased through the mail, by 

telephone, or via computer on the Internet. 

2.1.9 Insurance Organizations 

Providers of insurance may organize themselves in several different ways. In 

some societies, people informally group together and pool their funds to help each 

other in times of need. Some much larger, formal insurance organizations work in 

much the same way. Others operate for profit. 

2.1.9.1 Stock Insurance Companies 

Some insurance providers, such as Allstate Insurance Company, operate as 

corporations, the form of organization common to many large businesses that operate 

for profit. These kinds of insurance organizations, called stock insurance companies, 

sell stock to shareholders whose investment provides the capital for company 

operations. Stock insurance companies represent the largest number of insurance 

companies in operation, and nearly all newly formed insurance companies. 

2.1.9.2 Mutual Insurance Companies 

Historically, individuals seeking to share risk joined together without the 

motivation of earning profits. This principle carries on today in mutual insurance 
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companies. Everyone who purchases insurance from a mutual company owns a small 

piece of that company. In contrast to the first small mutual insurance associations, 

however, today’s large mutual companies, such as State Farm insurance companies 

and Northwestern Mutual Life, compete against stock companies for business and 

generally operate much like those companies. Mutual Insurance Companies have 

boards of directors elected by policyholders, and excess income goes back to 

policyholders as dividends. 

2.1.9.3 Reciprocals, Lloyd’s Associations and Cooperatives  

Other forms of insurance organizations include reciprocals, Lloyd’s 

associations, and cooperatives. These organizations serve an important role in making 

insurance available to specialized businesses. Most reciprocals and Lloyd’s 

associations do not sell insurance to individuals. 

In reciprocal insurance organizations, also known as reciprocal exchanges or 

inter insurance exchanges, each policyholder is directly insured by all the others. 

Attorneys-in-fact (contractually bound agents) manage the affairs of reciprocals for 

the members, and members commonly know how much liability each member of the 

group assumes. 

Lloyd’s associations, modeled after the longstanding British insurance 

association Lloyd's of London, are groups of businesses and individuals who come 

together to underwrite (assume a portion of risk for) specific types of insurance risks. 

Lloyd’s associations employ independent underwriters—agents who establish 

insurance rules, assess the qualifications of customers to purchase insurance, and set 

policy rates—to make insurance contracts on their behalf. Lloyd’s associations insure 

a wide variety of risks faced by international businesses and, in some cases, 

individuals. 

Cooperative organizations are nonprofit membership groups maintained and 

operated for the benefit of their members and subscribers. Law from paying dividends 

prohibits cooperatives or distributing profits and is exempt from most forms of 

taxation. Many fraternal orders also provide insurance in the same manner as 

cooperatives. 
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2.1.10 Types of Insurance 

Most insurance falls into four main categories, according to what it covers: (1) 

property and casualty, (2) life, (3) health and disability, and (4) old-age and 

unemployment. Insurers commonly refer to insurance purchased by individuals as 

personal lines coverage and to insurance purchased by businesses as commercial 

coverage. 

2.1.11 Government Regulations and Insurance 

The insurance business in many countries comes under some degree of 

government regulation. Insurance is complex, takes in money for something not 

delivered at the time of sale, and is poorly understood by many consumers. Regulation 

assures that insurers deal fairly with clients and can actually pay out on all valid 

claims. 

  2.1.12 Insurance in Iran 

Past: 

The first Iranian insurance company was established in 1935, by the 

government as a state-owned insurance company, while there were already 21 foreign 

companies and agents active in the Iranian Insurance market. Up until 1952, the 

government of Iran authorized only another Iranian Insurance company while the 

number of foreign insurers reached 23.  

In 1952, the Council of Ministers exerted a decree whereby requiring any one 

of the foreign insurers to make a security deposit of $250,000 with the government, 

and gradually increase it by another $250,000 out of their yearly earnings. This total 

of $500,000 deposit was considered as a guarantee to secure good performance of 

foreign insurers. Except Yorkshire of England and Ingostrakh of USSR, who acted 

upon the decree accordingly, the other foreign insurers stopped their activities in Iran.  

Until nationalization of insurance in 1979, Iran Insurance Company was the 

only state-owned company in Iran and 12 other privately owned insurance companies 

were in operation together with the two foreign agencies.  
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In June 1979, the Council of Revolution nationalized the existing 12 private 

insurance companies and nullified the licenses of the two foreign agencies. In 

November 1979, the new constitution of Iran was ratified and, on that basis, 

nationalization of many industries, including insurance industry, was reaffirmed by 

the way to keep such activities for the state. Consequently, there (first) remained only 

three state-owned insurance companies, namely, Iran Insurance Company, Asia 

Insurance Company and Alborz Insurance Company. Later, among all other inactive 

insurance companies, Dana Insurance Company was revived to be active only in life, 

accident and health insurance; the company was permitted later to cover all class of 

insurance. Subsequently, Export and Investment Insurance Company was formed with 

participation of the existing insurance companies and a few banks. 

Until recent privatization, the insurance industry in Iran was handled by the 

said companies whose operations were (and still are, like the newly Private 

Companies) regulated by Bimeh Markazi (Central Insurance) of Iran, which was 

established in 1971 as the regulatory organization with many controlling measures 

over the industry. 

The insurance industry in Iran can be characterized as follows:  

1-Iran is a non- admitted market; so all insurances of property, pecuniary and 

life are to be purchased from insurance companies being authorized by Central 

Insurance of Iran.  

2- Apart from insurance for motor vehicles Third Party Liability (TPL) which 

is mandatory, due to certain regulations, there are other (as if ) mandatory classes of 

insurance :  

2-1- "Traditional Marine” Cargo insurance for consignments imported to Iran 

for which a Letter of Credit (L / C) is opened in Iran.  

2-2-Fire (and some allied perils) insurance to be purchased in favor of Iranian 

Banks which lend money and retain the insured property as collateral.  
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Beside commercial insurance industry, which was referred to, the following 

insurance related organizations are also active, although they are not under control of 

Central Insurance of Iran.  

Social Security Organization (SSO) is a state company, which provides 

workman compensation type coverage to those employed, subject to Labor Law.  

"Medical Services Organization" established with the view to provide medical 

insurance to any one who selects not to be insured by the Iranian commercial 

insurance companies or SSO or any of charitable organizations, which provide such 

services.  

Agricultural Products Insurance Fund revived in 1983 under the supervision of 

Agriculture Bank.  

Iranian ECGD, which is called Export Guarantee Fund of Iran (EGFI), is 

supervised by Ministry of Commerce. It is believed that EGFI will be merged in the 

Export Development Bank. 

Present:  

Although in mid August 2000 Private Insurance were authorized to be 

stablished in Iranian Free Trade Zones (FTZs), the first company (Hafez Insurance) 

was stablished in mid March 2002, seven months after the Establishment Act of the 

Non Goverment Insurance Companies was approved in late August 2001. A few 

months after the relevant bylaws were approved (last January 2002) another insurance 

company (Omid) started operation in FTZs. 

Then license for operation was granted to those operating in the main land : 

 Karafarin Insurance Company  

 Parsian Insurance Company  

 Tose-e Insurance Company  

 Razi Insurance Company  

 Sina Insurance Company  

 Mellat Insurance Company  
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The latest Companies which was authorized in FTZs is Amin Reinsurance Company

2.1.13 Asia Insurance Company 

Bimeh Asia (Asia Insurance Co.) was established in 1959. The company was 

registered with the companies Registration Department under 6795 in the same year. 

In accordance with an act of the Islamic Revolutionary Council and the 

Nationalization of Insurance Institutes bill, Bimeh Asia was nationalized in 1980. 

The company's activities include insurance and reinsurance in all fields. It is 

noteworthy that Bimeh Asia is authorized to perform any activity beneficial to the 

company's objectives, including establishment of subsidiary companies and 

purchasing shares of other companies. The company has expanded its activity 

throughout Iran during all these years. 

Presently Bimeh Asia has 90 branches and more than 1000 agencies 

supervised by 11 area managers in more than 275 Iranian cities. 

2.2 Information Technology 

2.2.1 Introduction 

Information Technology will be one of the key factors driving progress in the 

21st century—it will transform the way we live, learn, work, and play. Advances in 

computing and communications technology will create a new infrastructure for 

business, scientific research, and social interaction. This expanding infrastructure will 

provide us with new tools for communicating throughout the world and for acquiring 

knowledge and insight from information. Information technology will help us 

understand how we affect the natural environment and how best to protect it. It will 

provide a vehicle for economic growth. Information technology will make the 

workplace more rewarding, improve the quality of health care, and make government 

more responsive and accessible to the needs of our citizens. 
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2.2.2 Science and Technology 

The meanings of the terms science and technology have changed significantly 

from one generation to another. More similarities than differences, however, can be 

found between the terms. 

Both science and technology imply a thinking process; both are concerned 

with causal relationships in the material world, and both employ an experimental 

methodology that results in empirical demonstrations that can be verified by 

repetition. Science, at least in theory, is less concerned with the practicality of its 

results and more concerned with the development of general laws, but in practice 

science and technology are inextricably involved with each other. The varying 

interplay of the two can be observed in the historical development of such 

practitioners as chemists, engineers, physicists, astronomers, carpenters, potters, and 

many other specialists. Differing educational requirements, social status, vocabulary, 

methodology, and types of rewards, as well as institutional objectives and professional 

goals, contribute to such distinctions as can be made between the activities of 

scientists and technologists; but throughout history the practitioners of “pure” science 

have made many practical as well as theoretical contributions. (Halsey, Richard S., 

2001) 

Indeed, the concept that science provides the ideas for technological 

innovations and that pure research is therefore essential for any significant 

advancement in industrial civilization is essentially a myth. Most of the greatest 

changes in industrial civilization cannot be traced to the laboratory. Fundamental tools 

and processes in the fields of mechanics, chemistry, astronomy, metallurgy, and 

hydraulics were developed before the laws governing their functions were discovered. 

The steam engine, for example, was commonplace before the science of 

thermodynamics elucidated the physical principles underlying its operations. 

In recent years a sharp value distinction has grown up between science and 

technology. Advances in science have frequently had their bitter opponents, but today 

many people have come to fear technology much more than science. For these people, 

science may be perceived as a serene, objective source for understanding the eternal 
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laws of nature, whereas the practical manifestations of technology in the modern 

world now seem to them to be out of control. 

2.2.3 Modern Technology 

By the end of the middle Ages the technological systems called cities had long 

since become a central feature of Western life. In 1600 London and Amsterdam each 

had populations of more than 100,000, and twice that number resided in Paris. Also, 

the Dutch, English, Spanish, and French were beginning to develop global empires. 

Colonialism and trade produced a powerful merchant class that helped to create an 

increasing desire for such luxuries as wine, coffee, tea, cocoa, and tobacco. These 

merchants acquired libraries, wore clothing made of expensive fabrics and furs, and 

set a style of life aspired to by the wider populace. By the beginning of the 18th 

century, capital resources and banking systems were well enough established in Great 

Britain to initiate investment in mass-production techniques that would satisfy some 

of these middle-class aspirations. 

2.2.3.1 The Industrial Revolution 

The Industrial Revolution started in England, because that nation had the 

technological means, government encouragement, and a large and varied trade 

network. The first factories appeared in 1740, concentrating on textile production.  In 

1740 the majority of English people wore woolen garments, but within the next 100 

years the scratchy, often soggy and fungus-filled woolens were replaced by cotton—

especially after the invention of the cotton gin by Eli Whitney, an American, in 1793. 

Such English inventions as the flying shuttle and carding machines of John Kay, the 

water frame of Richard Arkwright, the spinning jenny of James Hargreaves, and the 

improvements in weaving made by Samuel Crompton were all integrated with a new 

source of power, the steam engine, developed in England by Thomas Newcomen, 

James Watt, Richard Trevithick, and in the U.S. by Oliver Evans. Within a 35-year 

period, from the 1790s to the 1830s, more than 100,000 power looms with 9,330,000 

spindles were put into service in England and Scotland. 

Joseph Jacquard introduced one of the most important innovations in the 

weaving process in France in 1801; his loom used cards with holes punched in them 
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to determine the placement of threads in the warp. This use of punched cards inspired 

the British mathematician Charles Babbage to attempt to design a calculating machine 

based on the same principle. Although this machine never became fully practical, it 

presaged the great computer revolution of the 20th century. 

2.2.3.2 New Labor Pattern 

The Industrial Revolution brought a new pattern to the division of labor. It 

created the modern factory, a technological network whose workers were not required 

to be artisans and did not necessarily possess craft skills. Because of this, the factory 

introduced an impersonal remuneration process based on a wage system. As a result 

of the financial hazards brought on by the economic systems that accompanied such 

industrial developments, the factory also led to the constant threat of unemployment 

for its workers. 

The factory system was achieved only after much resistance from the English 

guilds and artisans, who could see clearly the threat to their income and way of life. In 

musket making, for example, gunsmiths fought the introduction of interchangeable 

parts and the mass production of rifles. Nevertheless, the factory system became a 

basic institution of modern technology, and the work of men, women, and children 

became just another commodity in the production process. The ultimate assembly of a 

product—whether a mechanical reaper or a sewing machine—was not the work of 

one person but the result of an integrated, corporate system. This division of labor into 

operations that were more and more narrowly described became the determining 

feature of work in the new industrial society, with all the long hours of tedium that 

this entailed. 

2.2.3.3 Increased Pace of Innovation 

As agricultural productivity increased and medical science developed, Western 

society came to have a strong belief in the desirability of technological change despite 

its less pleasant aspects. Pride and a large measure of awe resulted from such 

engineering achievements as the laying of the first Atlantic telegraph cable, the 

building of the Suez and Panama canals, and the construction of the Eiffel Tower, the 

Brooklyn Bridge, and the enormous iron passenger ship, the Great Eastern. The 
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telegraph and railroads connected most of the major cities with one another. In the late 

19th century, the American inventor Thomas Edison's light bulb began to replace 

candles and lamps, and within 30 years every industrial nation was generating electric 

power for lighting and other systems. 

Such 19th- and 20th-century inventions as the telephone, the phonograph, the 

wireless radio, the motion picture, the automobile, and the airplane served only to add 

to the nearly universal respect that society in general felt for technology. With the 

development of assembly-line mass production of automobiles and household 

appliances, and the building of ever taller skyscrapers, acceptance of innovations 

became not only a fact of everyday life but also a way of life in itself. Society was 

being rapidly transformed by increased mobility, rapid communication, and a deluge 

of available information from mass media. 

2.2.4 Main Definitions of Information Technologies 

Information Technology - IT - is the science and skills of all aspects of 

computing, data storage, and communications. It is a new, rapidly growing area that is 

radically changing the world by making possible new ways of doing business, making 

entertainment, and creating art. 

 Information Technology includes matters concerned with the furtherance of 

computer science and technology, design, development, installation and 

implementation of information systems and applications 

Information Technology deals with the design and use of computers and 

communications for solving a wide variety of problems. It is remarkable that 

computers, which were only developed about 50 years ago, are now used in such a 

large number of large organizations. We accept as part of our normal life that almost 

all bills and payments from governments and large organizations are printed by 

computers and that services such as Medicare or Bankcard are possible only because 

of the effective use of computers. Although the applications of computers are diverse, 

from ranting bills to controlling a blast furnace, they all require that information be 

stored in the computer and manipulated by computer programs. This suggests that 

some of the basic concepts in the use of computers are:   
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 Systematic methods for instructing the computers to manipulate the 

information (algorithms and programming languages).   

 Organization of stored information in computers (data structures).   

 Concepts in the design of computers (computer architecture) and computer 

networks (data communications and computer networks).  

 In addition to these basic concepts, there are special techniques which are 

required in particular types of applications. Firstly, for example, in business 

applications, one needs to store large amounts of information. An insurance company, 

for instance will wish to store details of all policy-holders and will use this 

information (data) to print premium and other notices and to answer policy-holders' 

questions. Secondly, in scientific applications, the amount of information to be stored 

is usually much less, but the computations performed are more complex. Finally, the 

design of computers for use in household and office equipment such as cars, ovens, 

sewing machines and typewriters, requires a variety of skills. (Merritt, Raymond H.) 

Information Technology includes matters concerned with the furtherance of 

computer science and technology, design, development, installation and 

implementation of information systems and applications. 

Information Technology refers to the creation, gathering, processing, storage, 

and delivery of information and the processes and devices that make all this possible. 

The idea behind information technology is to make life more efficient 

Information Technology deals with the design and use of computers and 

communications for solving a wide variety of problems. It is remarkable that 

computers, which were only developed about 50 years ago, are now used in such a 

large number of large organizations. We accept as part of our normal life that almost 

all bills and payments from governments and large organizations are printed by 

computers and that services such as Medicare or Bankcard are possible only because 

of the effective use of computers. Although the applications of computers are diverse, 

from printing bills to controlling a blast furnace, they all require that information be 

stored in the computer and manipulated by computer programs. 

 36



Chapter 2                                                           Theoretical Review                         
 

IT (information technology) is a term that encompasses all forms of 

technology used to create, store, exchange, and use information in its various forms 

(business data, voice conversations, still images, motion pictures, multimedia 

presentations, and other forms, including those not yet conceived). It's a convenient 

term for including both telephony and computer technology in the same word. It is the 

technology that is driving what has often been called "the information revolution." 

2.3 Comparative study 

2.3.1 Introduction 

In sector comparison, insurance and pension funding is among the top ICT and 

e-business-using sectors. 

Enterprises representing 74% of the insurance employees state that e-business 

is of significant or some importance for them. This is the largest share of all sectors. 

This finding is partly due to the fact that employment in the insurance sector is 

concentrated in large enterprises with high ICT investment power. One also has to 

bear in mind that although the quantitative figures are high, the quality of the 

applications does not necessarily need to be high as well. Computers (97%), Internet 

access (99%), e-mail use (93%), and World-Wide Web (WWW) use (94%) are 

prevalent in almost all insurance companies; Local Area Networks (LAN) (87%), 

intranets (79%) and Wide Area Networks (WAN) (64%) are frequently used. 

Extranets (41%) are found in a large minority of companies. Within the next twelve 

months, enterprises report that the technologies most intended to be introduced are 

extranets (15%) and intranets (9%). The focus on extranets may show that many 

insurers expand their links to external brokers and field personnel. In e-commerce 

practice, the insurance sector is above average in sector comparison. 93% of the 

enterprises have a website and 2% plan to introduce one within one year. Almost all 

of those that have a website present their products and services on the site (95%). 

Selling online is quite widespread with 46% of enterprises doing so already. Online 

procurement is similarly common: 46% of insurance enterprises pursue this practice. 

Specific e-business solutions are used only by a minority of insurance and 

pension funding enterprises. 39% make use of Application Service Providers (ASPs) 
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which is the single highest share in sector comparison, and 31% of a Customer 

Relationship Management (CRM) solution, which is the fourth largest value of all 

sectors. CRM is the application most often planned to be introduced, by 12% of the 

enterprises. Knowledge management solutions (12%), Enterprise Resource Planning 

(ERP) (12%) and Supply Chain Management (SCM) (5%) are not so common. The 

relatively low level of ERP in sector comparison may be due to the fact that the utility 

of such systems is larger in manufacturing sectors. 

Below 4 large Insurance companies in the world are introduced: 

2.3.2 Allianz (Germany) 

In January 1890, Carl Thieme and Wilhelm Finck founded the primary insurer 

Allianz, with personal accident, fire and transport insurance as its core lines of 

business. Today Allianz is the largest insurance company in Germany, the market 

leader in Europe and one of the leading insurers in the world. 

Allianz has a leading position in all of the main business areas. Allianz has, for 

example, a market share of 18 percent in Germany for property and casualty 

insurance. In the international industry insurance business, its clientele includes nearly 

half of all Fortune 500 companies. Allianz is also the largest foreign insurance 

company in the emerging markets of Central and Eastern Europe. In the life and 

health insurance business, Allianz is the market leader in many Western European 

countries. Furthermore, Allianz has strengthened its position considerably in Asia and 

the United States in recent years. The core purpose of its business is the financial 

security of their customers. In the property and casualty insurance sector, Allianz has 

developed a comprehensive range of products. It spans from car, casualty, personal 

liability, household and travel insurance for private customers to insurance packages 

optimized for business customers. 

In the area of provision, Allianz has consolidated its life and health insurance 

activities. As health plans and company pensions grow in importance to all its 

customer groups, Allianz has responded by expanding its services in these areas.  
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As an integral part of Allianz Group, Allianz also offers access to excellent 

asset management and banking services provided by Allianz Dresdner Asset 

Management and Dresdner Bank.  

2.3.3 AXA (France) 

AXA originated from several French regional mutual insurance companies, known 

collectively as “les Mutuelles Unies”. 

In 1982, les Mutuelles Unies took control of Groupe Drouot and following this 

transaction the new Group began operating under the name of AXA. 

In 1986, AXA acquired Groupe Présence. 

In 1988, AXA transferred its insurance businesses to Compagnie du Midi and 

operated under the name of AXA Midi, which subsequently reverted back to the AXA 

name. 

Two years later, the French insurance operations were reorganized to operate by 

distribution channel. 

In 1992, AXA took control of Equitable Companies Incorporated following the 

demutualization of Equitable Life. 

In 1995, AXA acquired a majority ownership interest in National Mutual Holdings 

following its demutualization. National Mutual Holdings changed its name to AXA 

Asia Pacific Holdings Ltd. 

In 1997, AXA merged with Compagnie UAP. This transaction enabled AXA to 

significantly increase its size and reinforce its strategic positions, especially in 

Europe. 

In 1998, AXA purchased the minority interests of AXA Royale Belge and, in 1999, 

acquired Guardian Royal Exchange in Great Britain through its subsidiary Sun Life & 

Provincial Holdings (“SLPH”). The Guardian Royal Exchange acquisition allowed 

AXA to further establish its positions in both the United Kingdom and Germany. 
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In 1999, Equitable Companies Incorporated changed its name to AXA Financial, Inc. 

(“AXA Financial”). 

In 2000, AXA acquired a majority ownership interest in “Nippon Dantaï Life 

Insurance Company”, resulting in a new company called “AXA Nichidan” (which 

became in 2001 “AXA Life Insurance Co.”). In addition, in July 2000, AXA 

increased its interest in SLPH from 56.3% to 100%. In August 2000, AXA sold its 

interest in Donaldson Lufkin & Jenrette to Credit Suisse Group, which was completed 

in November 2000. In October 2000, Alliance Capital, a subsidiary of AXA Financial, 

acquired the U.S. asset management company Sanford C.Bernstein. In December 

2000, AXA acquired the remaining minority interests in AXA Financial, which is 

now a 100% owned subsidiary of AXA. 

In 2001 and 2002, AXA acquired two financial advisory networks in Australia, 

Sterling Grace and Ipac Securities, as well as a banking platform in France, Banque 

Directe. AXA also continued to streamline its portfolio of businesses, selling its 

health business in Australia and insurance operations in Austria and Hungary, and 

reorganizing its reinsurance business. In 2002, the Group sold its bank reinsurance 

Business in  Chile. 

In 2003, AXA sold all its activities in Argentina and Brazil. In September 2003, the 

Group announced the acquisition of the American group Mony. This operation was 

subjected to the approval of the shareholders of Mony and to the obtaining of various 

lawful authorizations. 

In 2004, AXA purchased the American group Mony; this operation allowed AXA to 

reinforce for a total amount of approximately 25% the capacity of distribution of 

AXA Life activities in the United States. In addition, AXA sold its insurance activities 

in Uruguay (AXA Seguros Uruguay) thus finalizing its disengagement from South 

America; it also disposed of its broking activities (Unirobe) and its activity of health 

insurance in the Netherlands, and finally its activity of loan on real property in 

Germany (AXA Bausparkasse AG).  

Implementing sound corporate governance principles has been a priority at 

AXA for many years. Because its stock is publicly traded on the New York Stock 
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Exchange, AXA is subject to the Sarbanes-Oxley Act, which was adopted in the 

United States in 2002. Accordingly, AXA has made various adjustments necessary to 

bring the Company into compliance with the Act. AXA has also reviewed its rules of 

corporate governance in light of the recommendations contained in the Bouton Report 

and the relevant sections of the French Financial Security Act (Loi de Sécurité 

Financière) of August 1, 2003. 

"AXA has chosen a demanding business. If we do it right, then we enable our 

clients to be life confident because they feel reassured, protected and supported as 

they undertake important projects at various stages in their lives. Our vision of the 

business is what guides our daily work. It reflects the social and human aspects of 

Financial Protection, whose value to people has never been greater." (Henri de 

Castries - Chairman of the AXA Management Board). 

In 2004, the AXA Group had 112,118 employees, of which 89,927 salaried 

staff (52% women and 48% men) with an average of 40 and an average length of 

service of 12.5 years, plus 22,191 exclusive sales associates.  

2.3.4 Alico (U.S) 

American Life Insurance Company (ALICO), originally named Asia Life 

Insurance Company, was formed in 1921 and originally based in Shanghai, China, by 

Mr. C. V. Starr, the founder of what would later become American International 

Group, Inc. (AIG). Within ten years, Starr had opened offices across China, Hong 

Kong and elsewhere throughout Southeast Asia. At the outbreak of World War II, 

insurance operations in the region were brought to a halt, but even as hostilities 

wound down, the company turned its sights towards Europe, the Middle East, Africa, 

the Americas, and the Caribbean, offering life and accident and health insurance to the 

local nationals. In 1951, Asia Life changed its name to American Life Insurance 

Company (ALICO). 

Today, ALICO conducts business in over 50 countries and territories around 

the world, operating exclusively outside the United States. In recent years, ALICO has 

expanded its presence in Central Europe, by reestablishing new life insurance 

operations in Romania and Bulgaria. This augments ALICO's presence in the region 
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which includes life insurance operations previously established in Poland, Hungary, 

and the Czech and Slovak Republics. ALICO has also been active in Latin America, 

where the company established operations in Argentina, Brazil, Peru and Uruguay 

during the 1990s. The Middle East Region has been another area of growth for the 

company, with new operations established in Pakistan and Egypt in recent years.  

International diversification is a principal source of ALICO's financial and 

business strength. It is the foundation of a strategy designed to develop a highly 

diversified revenue and earnings base. In many of the countries where ALICO 

operates, it leads the market. ALICO has cultivated the ability to respond quickly to 

changing customer needs and marketplace conditions. ALICO is primarily staffed 

with local personnel who pursue a strategy of customizing products and distribution 

channels to the specific requirements of their country. This long-standing approach is 

the foundation of their leadership, allowing ALICO to understand local market needs 

and conditions. Local awareness typifies ALICO's 80-year history and continues to 

this day. 

ALICO's fundamental business philosophy of decentralization depends upon 

staffing its operations with individuals who embrace its entrepreneurial spirit, who are 

comfortable with decision-making and accept personal accountability. ALICO's 

worldwide success is based upon its proven ability to recruit, hire, train, and support 

those individuals who share these characteristics. 

2.3.5 Meji Yasuda Life Insurance Co. (Japan) 

Meiji Yasuda Life Insurance Company (Meiji Yasuda Life) was inaugurated 

on January 1, 2004, in an historic merger between two of Japan’s major life insurers, 

Meiji Life Insurance Company and The Yasuda Mutual Life Insurance Company. 

These two companies, both established in the 1880s and having over 120 years 

of history and tradition to uphold, integrated their “pioneering spirits” to form a 

rejuvenated and innovative life insurance company. Today, Meiji Yasuda Life’s 

49,412 employees including sales personnel serve its customers through a worldwide 

network that encompasses its headquarters in Tokyo, 100 regional offices, 25 group 

marketing offices and 1,588 agency offices in Japan. Overseas offices include 

 42



Chapter 2                                                           Theoretical Review                         
 
subsidiaries and affiliates in 8 cities around the world. At the end of fiscal 2003, Meiji 

Yasuda Life had ¥288 trillion (US $2,731 billion) worth of life insurance in force and 

total assets of ¥2 5,329 billion (US$239 billion). 

2.4 Information Technology Comparison 

Unlike the United States where insurance carriers frequently take a 

decentralized approach to their information technology programs, European insurers 

control many of their IT development and systems from the center—which they 

believe brings enhanced cost efficiencies. 

Due to the fact many U.S. carriers write composite business—in the areas of 

life and health as well as property/ casualty—most of their IT programs are 

decentralized and implemented on a regional or divisional level, However, the 

centralized, global approach adopted by European insurers is more cost-effective, he 

says. Indeed, comments from a random selection of European companies—Allianz 

Group, AXA Group, show much of their IT is being coordinated centrally. 

“It’s hard for each line of business in each country to do its ‘own cooking,’ 

trying and developing its own technology,” says Pierron. As a result, many European 

companies have decided to let a centralized unit make decisions for the entire 

company—choosing and applying a technology for different lines of business, he 

adds. This is a lot more cost-effective than what is done in America, “where the units 

do their own thing,” he affirms. European insurers used to do business in a 

decentralized manner, like their American counterparts, but that has changed over the 

past several years. “It’s a question of cost reduction,” he explains, noting in the past 

when investment income was strong, European insurers did not have to focus as much 

on reducing operating costs.“The European insurance industry perceives IT 

investment as a tool to achieve an enterprise wide strategy,” according to a report  

issued recently by Celent, co-authored by Pierron,” Where American and 

European carriers are the same, says the research firm both in its recent report on 

Europe and in a report it issued on the American market last year, is that most IT 

investment and new projects are focused on “a short-term period to generate a quick 

return on investment.” Still, “insurance companies need to do some investment in IT 
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in the medium term, not just the short term,” Pierron says, explaining there clearly is a 

need for large investment, especially for some of the core systems. But European 

companies have cut back on their IT spending due to the previous two years of 

turbulent economic conditions when insurers have been hit by falling interest rates 

and the collapse of stock prices.  Indeed, Celent estimates European insurance carriers 

will spend 21.7 billion euros on information technology in 2003, which is a 1.8 

percent decrease from 2002. By 2004, Celent predicts IT spending will reach 22.3 

billion euros “due to the need for European carriers to implement customer 

information systems and improve internal workflow processes.” 
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Figure 2-1:  IT spending in European Insurance (In Billion Euros) 

The most common benefit of IT investment is cost reduction, Celent says, 

noting 85 percent of market leaders place cost reduction in their top three IT 

objectives. The second most common goal of IT projects is enabling cross-selling and 

improving customer services, which both were cited by 63 percent of those surveyed, 

according to Celent. Third on the list is increasing delivery speed (cited by 38 percent 

of those surveyed), improving underwriting results (cited by 30 percent of those 

surveyed), and increasing flexibility to enter new markets or new products (cited by 

21 percent). Insurance companies’ goals with new technology are to improve 

customer service and enable cross-selling and to cut costs, “Insurance firms are 

focusing their attention on a number of technologies to meet these goals, including 

customer management, risk management, and claims management systems.” 

“Today, insurers face an environment of low inflation, lower investment, and 

lower available capital, so they need to improve operational performance to deliver 

satisfactory returns,” the Celent report says. “So as the main issue in European 

insurance companies is to improve overall efficiency, the objectives of IT investment 
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are not different. The expected benefits of IT initiatives eventually should affect 

revenue growth, cost reductions, and technical margin improvements.” 

Some companies also are implementing centralized systems to comply with 

legal requirements. For example, Munich Re in February announced it was 

implementing the reinsurance management capabilities of “mySAP Insurance” to 

manage portfolios efficiently while complying with International Accounting 

Standards and Generally Accepted Accounting Principles. 

Reinsurance management capabilities provided by mySAP Insurance will 

enable Munich Re “to comply with ever-changing legal requirements and carefully 

analyze the policies in which they participate to more effectively manage risk and 

protect themselves from potentially devastating financial effects,” the company says 

in a February statement. 

To derive the most advantage from limited budgets for IT spending, European 

carriers take an “industrialized approach,” asserts Pierron. “They eventually will 

integrate successful IT projects into all their different lines of business.” An IT system 

is developed for one product, he explains, and then adopted for another product. For 

example, if a claim management system for automotive insurance is used as a base for 

other products, the costs are spread across different lines of business.  

Several European insurers have implemented programs to improve company 

efficiencies. Some have a centralized approach; others have a decentralized approach, 

but decisions for spending are coordinated centrally. Allianz Group is an international 

financial services provider with 700-plus subsidiaries in more than 70 countries. 

“Most of the business is local, and the structure of Allianz Group is decentralized,” 

says Oliver Bussmann, head of group information management. “But in terms of IT, 

all Allianz companies can profit from joint IT solutions within the group.” 

Indeed, he adds, group center provides group-wide coordination of global IT 

initiatives. “Our goal is to realize as many synergies and [knowledge] transfers as 

possible,” he explains. “For international businesses like Allianz Dresdner Asset 

Management and Allianz Global Risks, centralized IT support is aimed to integrate 

worldwide companies/divisions closely.” Furthermore, Bussmann indicates Allianz 
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pursues two major IT goals. First, “Allianz capitalizes on all IT synergies a group of 

their size can exploit, and second, it supports their increasingly international business 

with powerful and efficient IT solutions that can be used by all companies.At the 

same time, “a lot of the business is local and can best be supported by the systems of 

the local company”. Within the German market, “the different Allianz companies are 

centralizing systems and applications in areas where they achieve synergies,” he 

points out. For example, they use one platform for all Internet applications such as 

online insurance and premium calculators for clients, he continues. “Also Allianz has 

built a private virtual network that supports the sales process for all 14,000 agents in 

Germany.” 

According to the Celent study, “outsourcing has become a major strategy at 

European insurance firms to reduce costs.” Regarding the question of outsourcing at 

Allianz, Bussmann responds there isn’t one answer for the entire group. “In Germany, 

for example, they decided to outsource the IT services provider into a subsidiary, 

AGIS, Allianz Dresdner Gesellschaft für Informationssysteme. AGIS provides the 

German Allianz companies and other renowned companies with a complete range of 

IT services, including all EDP center and network services.” 

However, around the world, selected IT tasks are outsourced on a project 

basis, he affirms. “For example, Allianz has been working with an application service 

provider to launch an e-recruiting solution that will be introduced in different 

countries successively.” 

AXA Group in Paris has taken a centralized approach that promotes IT 

process improvements by benchmarking and adopting best practices as well as 

identifying, quantifying, and proposing IT opportunities that cannot be dealt with at 

one company level, says AXA representative Clara Rodrigo. As a result, AXA has 

created three units—AXA Tech, AXA Consulting, and AXA e-services—to 

coordinate its IT operations. 

AXA Tech was created in January 2002 after the firm recognized “significant 

savings could be realized by consolidating IT service delivery infrastructure 

operations across the group,” 
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“In February 2003, AXA Tech and IBM signed an on-demand services 

contract. The deal aims to enhance the performance and efficiency of AXA’s global 

computing infrastructure,” she affirms, noting the company expects to make 

considerable savings over the six-year term of the agreement. 

AXA Consulting was set up to implement, integrate, and reengineer software 

or new technologies available as packaged solutions, Rodrigo says, adding it provides 

operational assistance for the strategic needs of AXA companies throughout the 

world. 

Further, AXA e-services offers e-solutions for all of AXA’s global 

subsidiaries and identifies the best available market packages that meet specific 

business requirements, she says. This unit also builds mutualized services and/or 

applicative layers on top of packages bought from outside vendors. 

These three units “are conceived as genuine service providers and invoice all 

services rendered,” Rodrigo says. “To maintain the trust of their customers, they will 

have to be able to show the services paid for actually are delivered and they live up to 

agreed-upon standards of quality.” 

2.5 IT Spending in US Insurance 

Despite the general, economy-wide pullback in IT spending since 2000-2001 

and the many financial challenges faced by the insurance industry in particular, 

Celent’s new report, IT Spending in US Insurance, estimates that U.S. insurance 

companies are continuing to increase their technology spending, with 2002 budgets an 

average of 7% higher than in 2001, for an industry-wide total of US$18 billion. Celent 

estimates that this average growth rate will hold steady for the next 2 years. 

Celent estimates that IT spending accounts for approximately 12% of an 

average insurance carrier’s non-commission operating expenses. Within IT budgets, 

expenditures on internal staff consume the lion’s share, roughly 44% on average, with 

another 11% spent on consultants. Software licensing and support forms the next 

largest block, with a 20% share, followed by hardware with 15% on average. 
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Connectivity and bandwidth, in an increasingly networked industry, consume about 

8% of overall budgets. 

An estimated average of 35% of a carrier’s IT budget is devoted to new 

projects and initiatives. Insurance carriers are primarily focusing their new project IT 

spending on improving customer service, increasing delivery speeds, and cutting 

costs, in that order. Increasing flexibility to enter new markets and introduce new 

products is also important, but not as high on the priority list as the first three goals. 

"There is a renewed focus within insurance IT spending on short-term, demonstrable 

ROI," says Matthew Josefowicz, "We urge carriers not to confuse the two. While it is 

of critical importance to set clear, measurable goals and manage projects diligently, an 

exclusive focus on short-term ROI can discourage carriers from undertaking much-

needed but longer-term and more systemic improvements." 
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Figure 2-2 US Insurance IT Spending 2001-2005 (in Billion USD) 
 

New York, NY, USA, February 14, 2005 - Celent’s newest insurance reports, US 

Life/Health Insurer IT Spending 2005–2010 and US Property/Casualty Insurer IT 

Spending 2005–2010, project modest proportional growth over the next five years. 

The reports break projected spending down among maintenance and new projects, 

hardware/software/staff/services/telecom/ other, and 11 different functional areas. 

"US insurers spend between 2.5 percent and 3 percent of premium on IT," said 

Matthew Josefowicz, manager of Celent’s insurance group and author of the report. 

"Celent believes that over the next five years, this will increase to between 3 percent 

and 3.5 percent as IT becomes even more essential to insurance company operations 

and consumes a larger portion of operating ratios. As overall premium grows 

modestly over the next five years, IT spending will essentially keep pace." 
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Figure 2-3: Projected 5 years’ growth in US insurance IT spending (in Billion USD) 
 

P/C insurance IT spending is expected to grow from US$13.2 billion in 2005 

to US$20.8 billion in 2010. Over that time, new project spending will shift slightly 

away from policy administration and claims and toward product design and 

distribution. L/H insurance IT spending is expected to grow from US$15.6 billion in 

2005 to US$21.2 billion in 2010. Over that time, new project spending will shift 

slightly away from policy administration, underwriting, and IT infrastructure and 

toward product design, distribution, claims, and billing. 

2.6 Insurance in Japan 

Japan, the world’s second largest economy, is home to a sizable, and very 

mature, financial services sector. This can be seen clearly in its insurance market, 

which has been stuck in the negative-growth, no-growth, and slow-growth modes for 

years. Yet firms are not standing still in the face of this challenge. The last few years 

have seen a wave of mergers among both top tier and second tier firms, the 

introduction of whole new product ranges in response to changing market needs, and 

the adoption of new channel and marketing strategies.  Much of this innovation has 

been in response to new competition from foreign firms, most of which entered the 

market only over the past decade. Foreign insurers in Japan have carved out a 

substantial piece of the market on the life side by providing innovative products in 

response to new customer needs and through leveraging alternative distribution 
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channels.While foreign entrants on the non-life side have won only minimal market 

share, they have successfully pioneered aggressive direct mail marketing techniques, 

which their domestic counterparts are now picking up on. Japan’s leading insurers, a 

group that includes several foreign entrants that entered the market early, are unlikely 

to replace their core mainframes— which are typically 20 years old—any time soon. 

A key challenge for these firms is how, in an IT environment based on rigid legacy 

systems, to achieve the flexibility and speed necessary to compete in a changing and 

intensely competitive market. Insurers in Japan must strategically adopt new 

technologies to extend their mature IT infrastructures to effectively support product 

innovation, multi-channel distribution, diverse sales networks and third-party product 

suppliers. 

 2.6.1 Market size and projected growth 

Japan’s life insurance market is very mature; in fact both the life and non-life 

sectors declined in the first years of this decade. While life began to recover in the 

fiscal year ending March 2004, the non-life market continues to shrink. It is  projected  

that the total market, which was worth US$338.1 billion in premiums in the fiscal 

year ended March 2005, will expand at a mild rate of 1.9% CAGR, to US$364.5 

billion in the fiscal year ended March 2009.This growth will be driven by expansion 

on the life side, while non-life continues its mild decline. 
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Figure2-4: Japan Insu rance Premiums 2000-2009 (in Billion USD) 

2.6.2 Life insurance Market 

Japanese life insurance is dominated by four major domestic insurers, headed 

by Nippon Life, that together hold 50.2 percent of the market . Foreign firms are a 
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significant and growing segment of the market. After a series of acquisitions in recent 

years, AIG’s holdings in Japan (Alico Japan, AIG Edison Life and AIG Star Life) 

together account for 8.8 percent of the market, making AIG the fifth largest life 

insurer in Japan. A list of the significant foreign life insurers in Japan and their market 

share is shown in table below. 

Table 2-1: Significant Foreign Life Insurers in Japan (source: Firms,Celent)  

Firm Market Share Firm Market Share 

AIG 8.8% Manulife 2.3% 

The Hartford 4.4% AXA 2.3% 

ING Life 3% Prudential 1.2% 

The life insurance market in Japan is dominated by standard life products. 

Accident insurance is the next largest category, followed by annuities. Health 

insurance accounts for a scant one percent of premiums, as most Japanese are 

subscribed to national health insurance. However, Japan’s aging population is driving 

increased demand in private medical insurance, including niche products such as 

cancer insurance, and endowments. Foreign carriers have successfully exploited both 

these areas. 
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Figure 2-5: Japan Life Insurance Product Mix 
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2.6.3 Non – Life Market 

The non-life market in Japan is somewhat more concentrated than the life 

sector. The top five domestic insurers, lead by Tokyo Marine & Nichido Fire 

Insurance, together have 72.0 percent of the market. Foreign penetration is limited, 

with 23 companies together comprising only a 4.2 percent market share. The product 

mix is dominated by automobile insurance (54.3 percent), followed by accident and 

fire insurance.  

Table2- 2 Selected Foreign Non-Life Insurers in Japan 

Firms 
AIU Cardif Gerling Royal&Sun 

Alliance 
American Home 

Insurance 
Eagle Star Hyundai Marine 

& Fire 
Swiss Re 

Assicurazioni 
Generali 

Federal London 
Assurance 

Zurich 
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Figure 2-6: Japanese Non-Life Insurance Product Mix 

2.6.4 Foreign entrants have significant share 

Foreign firms are a significant presence in the Japanese life insurance market. 

Foreign carriers’ share of the overall insurance market was 21.6 percent in the fiscal 

year ended March 2005, and is poised to expand further to 26.2 percent by March  
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2009. This represents a 30.8 percent increase in annual premiums during this period. 

By contrast, It is expected basically flat growth over this period for the domestic 

firms.  Virtually all of the growth in foreign firms’ share will be driven by the life 

sector. Foreign firms’ share of Japan’s life market shot up from 21.9 percent in the 

fiscal year ended March 2004 to 27.2 percent the following year. It is estimated that 

foreign carriers’ share of the life market will further expand to 32.0 percent by the 

fiscal year ended March 2009. Foreign firms’ share of the non-life market will likely 

show a far more modest expansion, from 4.1 percent to 4.8 percent over the same 

period. 
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Figure 2-7: Japan Projected Shift in Market Share 2005 to 2009(in Billion USD) 
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Figure 2-8: Foreign Firms’ Share of the Japanese Life Insurance Market  

2.6.5 I T Spending 

2.6.5.1 Projected spending 

It is estimated that on average the insurance industry in Japan spends 

approximately 1.7 percent of premium on information technology. Due to the mature 

state of the industry as well as its generally low levels of growth and profitability, we 

think this level is unlikely to change through 2009. Based on conversations with 
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Japanese insurers, we estimate that IT investment levels vary widely between sectors, 

with non-life insurers spending an average of approximately 2.5 percent of premium, 

compared to a low 1.5 percent in the life industry.  In a harsh business environment, 

some Japanese insurers are responding to simultaneous competitive and cost pressures 

by increasing investment in new projects on the one hand, while reducing 

infrastructure and development costs on the other. This balancing act is keeping 

overall spending more or less flat. It is estimated that total insurance IT spending in 

Japan was approximately US$5.7 billion for the year ending March 2005, and that this 

will rise only slightly, to US$6.0 billion in 2009. This makes the total Japan insurance 

IT markets somewhat less than one-fifth the size of the US market. Figure below 

shows projected IT spending by insurers in Japan, broken out by life and non-life. 
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Figure 2-9: Projected Insurance IT Spending in Japan, 2005 – 2009 (in Billion USD) 

2.6.5.2 I T Spending by Category 

The figure below shows estimated total IT spending in the Japanese insurance 

industry by category for the fiscal years ending March 2005 and March 2009. 

Hardware and software together currently account for nearly 55 percent of total 

spending, with internal staff costs being the next highest category. Over the next four 

years, we expect that hardware and staff costs will drop as firms strive to lower 

system total cost of ownership (TCO). By 2009, proportionally more will be spend on 

software—including vendor packages—and networking due to increased demand for 

strategic applications and enhancements to delivery channels. 

The in-house build dominates insurance IT in Japan in all but a few specialized areas. 

As a result, use of consultants is minimal. It is expected that this paradigm to 

continue, with only a small increase in spending on services by 2009. 
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Figure 2-10 Insurers IT Spending in Japan, by Category (Amounts in Million USD) 
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Figure 2-11: Insurers IT Spending in Japan, by Category (Percentages) 

2.6.6 Japanese Insurers Organizational Challenges 

2.6.6.1 Developing innovative products 

 Based on conversations with insurers, one of their biggest challenges is 

responding to changing market needs by introducing new and innovative products. 

Japan’s aging population is driving demand for life benefits such as endowments and 

annuities, as well as post-retirement health care. Specialized products such as 

insurance for female ailments and cancer are also a growing sector. Foreign carriers 

have been particularly successful in exploiting this area, posing a serious competitive 

challenge to Japan’s life insurers. 

2.6.6.2 Lowering costs 

Both domestic and foreign insurers are engaged in aggressive cost competition 

in premiums, making it necessary for firms to lower personnel costs in order to boost 

profitability. 
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2.6.6.3 Building effective sales networks 

 Japanese insurers have traditionally relied on in-person sales through large 

captive agent networks to generate the bulk of their sales. This paradigm is shifting 

somewhat, as new distribution channels become more important. Foreign firms have 

successfully pioneered remote channels such as the Internet and call center, and are 

aggressively expanding their independent agent networks. Recent deregulation has 

allowed banks to sell insurance as third-party distributors. Japanese insurers need to 

learn how to leverage these alternative channels effectively in order to drive expanded 

growth. 

2.6.6.4Responding to regulatory changes 

 Insurance companies are facing an increasingly complex regulatory 

environment. A privacy law was introduced in April 2005, which places a burden on 

firms in terms of both business processes and data security. Japanese regulators are 

also placing emphasis on corporate governance, and are expected to institute 

compliance requirements modeled on Sarbanes-Oxley as early as this year. 

2.6.7 I T Challenges 

2.6.7.1 Legacy systems 

 In order to achieve the organizational goals outlined above, Japanese insurers 

recognize the need to improve their systems’ flexibility to accommodate new ancillary 

systems, sales channels and speed-to-market of new products. Most insurers are 

currently attempting to acquire this functionality through improvements or additions 

to their legacy systems. Eventually, legacy replacement will become a necessity. 

2.6.7.2 Lowering TCO and cost of development 

 The dual challenges of an intensely competitive market and cost constraints 

are confronting Japanese insurers with the need to “do more with less.” A number of 

insurers spoken with are trying to meet these challenges by migrating to system 

platforms with lower TCO and adopting development technologies to improve 

development costs and speed.  
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2.6.7.3 Customer relationship management (CRM) 

 In order to respond to the changing market  demands outlined above, Japanese 

insurers say they need to more finely segment their customer base and enable 

effective marketing to the diverse needs of these segments.  

2.6.7.4 Straight through processing (STP) 

 IT departments are looking at increased automation and STP to improve 

business process efficiency in order to lower the typically high cost structure of 

Japanese insurers. 

2.6.8 Challenges for Foreign Insurers 

While foreign insurers hold a substantial share of the Japanese insurance 

market, success is not assured. Indeed, the market entry attempts of several high 

profile firms, including General Electric, ended in failure. Challenges for foreign 

carriers in Japan include the following. 

2.6.8.1 Expanding agent networks 

 While foreign insurers have been successful in leveraging remote channels, in 

order to drive continued growth they will need to expand their sales networks. Agent 

networks at foreign carriers are currently numbered in the hundreds or thousands, 

compared to the tens of thousands of agents maintained by Japan’s largest domestic 

firms. 

2.6.8.2 Aligning foreign with local expertise 

 Foreign insurers may bring a number of advantages to the table, including 

innovative products, advanced risk management and underwriting techniques, and 

strategic technology. To effectively implement these advantages in the Japanese 

market, foreign entrants must work closely with local management and experts to 

develop new products and strategies. Another challenge is maintaining and training 

personnel to adapt to and work effectively with the firm’s business processes and 

marketing techniques. 
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2.6.8.3 Compliance 

 Foreign insurers face most of the same regulatory requirements as the 

domestic firms, but also the added challenge of adapting existing policies and 

procedures developed in their home markets to the local compliance regime. 

2.6.8.4 Technology 

 IT challenges for foreign insurers include adapting systems to the double-byte 

Japanese script and local currency, local business practices and workflows, and 

reporting/regulatory requirements. 

2.7 Insurance in China 

China is fast becoming one of the world's most important economies. 

Although its financial services sector is still small compared to the US, Europe, or 

Japan, its rapid growth rates and huge potential size make it a critical arena for 

expansion for both insurers and solution providers. Since 2000, the Chinese insurance 

market has tripled in size to about US$60 billion in premium, and it is estimated that it 

is on track to exceed US$100 billion by 2009. IT spending currently accounts for 

approximately 3.5% of premium, but it is projected that this will rise to 5% of 

premium by 2009 as insurers continue to build out their increasingly complex IT 

infrastructures. 
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Figure 2-12: Insurance IT spending in China 2005-2009 (in Billion USD) 
 

"As Chinese and foreign companies compete in this market, they face different 

organizational and technological challenges. Chinese companies have an advantage 

with their market knowledge and especially with their relationships with regulators, 

but are hampered by underdeveloped business practices and technology," comments 
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Matthew Josefowicz," Foreign entrants are typically further advanced in those areas, 

but must adapt to a new market which operates differently from the more mature 

markets that many are used to dealing with." Chinese insurers old and new are both 

starting from an early stage when it comes to building a mature IT infrastructure. 

Given this position, they are generally free from the "legacy problem" that bedevils 

the US and European insurance industries. It is believed that insurers in China must 

think strategically about the task ahead in order to minimize the risks of creating their 

own legacy problems in the future. As this report went to press, the Chinese 

government revalued the yuan by 2 percent against the dollar and left the door open to 

future revaluations. Although a re-pegged or un-pegged Yuan may slow the amazing 

recent growth in China's financial services sector somewhat, we do not expect it to 

have a drastic impact because the market is still highly underserved. There is plenty of 

room for growth within the category of financial services even if overall economic 

growth rates cool somewhat. It is believd that China will continue to be an important 

expansion market for US and European financial institutions and the solution vendors 

that serve them. 

2.8 Insurance companies in Figures  

Table 2-3 Top 10 Global Insurance Companies by Revenue in 2003 (1) ($ millions) 

 

 

 

 

 

 

 

Rank Company Revenues (2) Country 

10 State Farm Ins.Co 56,065 USA 

7 Nippon Life Ins. 63,841 Japan 

9 Munich Re Group 59,083 Germany 

3 ING Group 95,893 Netherlands 

6 Berkshire Hataway 63,859 USA 

8 Aviva 59,719 UK 

5 Assicurazioni Generali 66,755 Italy 

4 A.I.G 81,303 USA 

1 Allianz 114,950 Germany 

2 AXA 111,912 France 

(1) Based on an analysis of companies in the Global Fortune 500. Includes stock and mutual companies.  

(2)Revenues include premium and annuity income, investment income and capital gains or losses but exclude 

deposits; includes consolidated subsidiaries; excludes excise taxes. (source: Fortune) 
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 Research Problem: 

In the first chapter the research problem was defined as follows: 

“The main impacts of IT applications in customer satisfaction 

and cost” 

To be able to find out these impacts in the case chosen there are two 

Hypotheses considered: 

Hypothesis 1) IT application in Asia Insurance Company will increase 

customer satisfaction. 

Hypothesis 2) IT application in Asia Insurance Company will decrease 

company’s costs. 
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Chapter 3 

Methodology 

 

 

This chapter will describe the methodology used in this study and will thereby 

clarify how the research question has been solved. To start with, the research process 

will be presented, followed by a presentation of research design, the sample selection 

and data collection process, the data collection tool, and further more a description 

of how the data was analyzed. Finally the validity and reliability of the research will 

be discussed.  
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3.1 Research Process 

Research can be performed in many different ways. However what all research 

has in common is that it involves a sequence of activities that are highly interrelated 

and that together constitute the research process. It is not possible to state that the 

activities in the research process always follows a straight order but it is possible to 

describe a common pattern which is visualized below. 
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Figure 3-1 Research process (Zikmund, 2000) 
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3.2 Research Design  

The  research  design  is  a  framework  for  conducting  marketing  research  

(Malhotra,1996).  Consequently,  it's  a  basic  plan  that  guides  the  data  collection  

and  analysis phase  of  the  research.  It specifies information of the type of 

information to be collected, the sources of the data, and the data collecting procedure. 

A good research design will ensure that the information collected will be consistent 

with the objectives of the study and that the procedures regarding data collection is 

accurate and efficient. (Kinnear & Taylor, 1996) 

3.2.1 Type of Research  

As mentioned  earlier,  research  can  be  categorized  into  different  types,  

where  the nature  of  the  problem  affects  whether  the  research  is  exploratory,  

descriptive  or casual. the three categories are described below. (Zikmund,  2000). 

This research is an Exploratory Research which clarifies and defines the nature of the 

problem, where the purpose is to provide insights and understanding.   

Exploratory research is characterized by flexibility regarding the methods 

applied. Instead of following  formal  procedures,  the  researcher  has  to  be  open  to  

new  ideas and insights which may redirect the exploration in a new direction. 

Consequently, the focus of the research may swift as the work proceed and new 

knowledge is obtained. (Malhotra, 1996)  

This research is partly Descriptive which describes Insurance and Information 

Technology. In order to  perform  descriptive  research  the  researcher  must  have  

prior  knowledge about the problem situation and the information needed to clearly 

defined. (Malhotra, 1996) .Other type of the Research is Causal Research. 

3.2.2 Research Approach  

When   conducting   research   there   are   two   different   approaches   to 

consider, the deductive approach and the inductive approach. This research has been 

done on deductive approach that implies conclusion derived from a known precise or 

something known to be true.  
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When collecting information, either qualitative data or quantitative data can be 

collected. Qualitative and Quantitative data have been gathered for this research.  

3.2.3 Research Strategy  

There   are   several   different   techniques   to   perform   research, such   as   

experience surveys, secondary data analysis, case studies, and pilot studies (Ibid). 

This research is a case study. 

 An advantage with  performing  a  case  study  is  that  an entire organization  

or  entity  can  be  investigated  in  depth.  This  enables  that  the researcher  may  

study  for  example  the  order  of  events  or  the  relationship  among Functions  of  

individuals.  However,  the  results  from  a  case  study  should  be  seen  as tentative  

and  since  most  situations  are  typical  in  some  sense  it's  dangerous  to  make 

generalizations based on the result.  

3.3 The sample Design Process  

During  the  sample  design  process  the  target  population  is  identified,  as  

well  as  the sampling frame, sampling technique, and the size of the sample.  

3.3.1 Define the population  

Initially, the target population has to be identified.  The target population is the 

specific group relevant to the research project, the group that posses the information 

relevant to the researcher. (Malhotra, 1996).The target population for this study is 

insureds (customers who buy insurance from Asia Insurance Company) and IT 

managers of the company. 

3.3.2 Determine the sampling frame  

After the target population has been defined it's time to identify the sampling 

frame, which is a representation of the elements of the target population. It consists of 

a list or set of directories for identifying the target population, a telephone book, a 

directory listing the firms in an industry, or a mailing list. (Malhotra, 1996)  
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The  sampling  frame  for  this  study  is  the  insured  of  Asia Insurance 

Company’s  partly in underwriting section and partly in Claims section and the IT 

managers of the company.  

3.3.3 Select a Sampling Technique  

When  taking  a  sample  there  are  two  major  techniques  to  choose  

between,  these  are Probability and non probability sampling. In probability sampling 

every element in the population has a known nonzero probability of selection. Non 

probability sampling is a  technique  in  which  units  of  the  sample  are  selected  on  

the  basis  of  personal judgment  and  convenience.  in judgment  sampling  the  

sample  is  selected  based  on some appropriate characteristic of the sample members, 

and in convenience sampling the units or people most conveniently available is 

selected. (Zikmund, 2000)  

In this study, the non-probability sampling technique has been used. The IT 

Managers at Asia Insurance Company were asked to provide necessary information 

regarding IT application in the company.   

Thus, the selection of study  objects  was  based  on  the  judgment  of  

experienced individuals,  which  is  in  accordance  with  the  sampling  technique  

called  judgment sampling.  More over the probability sampling was used to 

answering questionnaires by the insured. 60 questionnaires were distributed among 

insured referring to the company to buy different insurance products in different 

underwriting sections and 60 questionnaires were distributed among insured who 

were supposed to receive loss from the different claims sections in the company. 

3.3.4 Determining the sample size 

In this step the sample size is selected, implying that the number of insured 

included in the study is selected. According to Zikmund (2000) it's difficult to 

determine the size of  the  sample,  and  in  order  to  make  the  right  decision  

different  factors  must  be considered. The nature of the research is such a factor. For 

exploratory research, using a qualitative approach, the sample design is usually small. 

Limitations of money and time also influence the selection of sample size. 
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For this study 120 insurance customers in two sections (Underwriting and 

Claims) were randomly selected, 60 questionnaires for underwriting customers and 60 

questionnaires for insured in claims section. 

As mentioned before IT managers of the company were also interviewed. 

3.4 Data Collection  

When  the  research  problem  has  been  defined  and  the  type  of  research  

has  been selected it is time to decide which technique for collection of data is going 

to be used. In this section the different numbers of techniques will be presented, as 

well as the specific choice for this study.  

3.4.1 Classification of Data & Data Collection Method  

The data collected can be classified as primary versus secondary data. Primary 

data is gathered and assembled specifically for the research project at hand. 

(Zikmund, 2000)  

Secondary  data  has  already  been  collected  for  purposes  other  than  the  

problem  at hand.  (Malhotra, 1996)  Secondary data is often found inside the 

company, in the library, on the Internet, or it can be bought from organizations 

providing information on different subjects. Secondary data can be collected more 

quickly and more cheaply than  primary  data  and  has  shown  to  be  useful  when  

performing  exploratory  studies since  it  saves  the  researcher  from  "reinventing  

the  wheel".  However,  what  is  worth remembering  is  that  secondary  data  has  

been  collected  for  another  purpose  and thereby might not meet the needs of the 

researcher or the data  might be out-of-date. (Zikmund, 2000) 

According  to  Yin  (1994)  there  are  six  sources  of  information  to  rely  on  

when performing  a  case  study.  The sources are complementary and a good case 

study should thereby include as many sources as possible. The sources of information 

are:  

•     Documentation:  documentary information includes, written reports from 

events and   communication,   administrative   documents   (proposals,   progress   
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reports, internal documents), formal studies/evaluations or the site under 

investigation, and articles from mass media.  

•     Archival Records: organizational records, maps and charts, lists of names, 

survey data previous collected, and personal records such as diaries and calendars.  

•     Interviews: there are different forms of interviews, such as open-ended 

interview, Focused   interview,   and   survey.  Open-ended   interviews   are   

performed   in   a conversational manner. The respondent may provide facts, opinions 

about events, and own insights about occurrences. With the focused interview the 

main purpose is  to  confirm  facts  that  already  have  been  established  and  not  ask  

questions  of  a broader  nature.  the  interview  last  for  a  short  period  of  time,  for  

about  an  hour, and  the  questions  derives  form  a  protocol.  Finally,  the  survey  

implies  more structured questions. 

•     Direct Observation: visits to the case study site which enables direct 

observations, through attending at meetings, in classrooms, or by visiting the factory.  

•     Participant  Observation:  a  special  mode  of  observation  where  the  

observer  can participate  in  events  being  studied,  such  as  being  a  resident  in  a  

neighborhood being studied.  

•     Physical  Artifacts:  a  technological  device,  an  instrument,  a  work  of  

art,  or  some other physical evidence that may be collected or observed when making 

a visit at the case study site. (Yin, 1994) 

In this study both primary and secondary data has been used. The secondary 

data about Insurance and Information technology was collected from external sources, 

such as websites. Further more, knowledge was also obtained from internal sources in 

form of oral information from the IT managers at Asia Insurance Company. In order 

to get basic knowledge about the study objects, external data was collected from the 

internet. 

The primary data was collected through interviews with people having good 

knowledge about the study objects as well as people being familiar with insurance and 

information technology. 
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Consequently,  the  information  sources  used  in  this  study  are  

documentation  and interviews.  documentation  was  primly  used  to  gather  

secondary  data,  while  the interviews  were  used  to  gather  primary  data.  The 

interviews conducted can be considered to be of opened-ended nature. This since the 

interviews were performed in a conversational manner and the respondent could 

answer in his own words . 

When performing an interview there are several approaches to choose 

between, such as : 

     •Personal interviews  

     •Telephone interviews  

     •E-mail  

In this study primly   personal   interviews   were   conducted,   implying   

face-to-face contact with the respondent.  Telephone interviews were also utilized to a 

certain extent.  Personal interviews showed to be most appropriate. 

The personal interviews took place at the company. During the interview I was 

taking notes. The interviews were typed down on a  computer  and  analyzed  shortly  

after  the  interviews  in  order  to  achieve  the  best result possible . 

Prior to the interview the interview guide was sent to the respondents in order 

for them to get more prepared for the interview. 

3.4.2 The procedure of data gathering by the Questionnaires   

In order to have the opinion of the customers of Asia Insurance Company 

regarding their satisfaction within the insurer by IT application two kinds of 

questionnaires were prepared containing 8 questions each. 

The first part of the questionnaires related to the Underwriting part and was 

distributed among Insured who buy the policies from Asia Insurance Company. 60 

questionnaires were distributed and 54 were gathered which the result are appeared in 

the next chapter. 
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3.5 Design of the Data Collection tools 

In  order  to  structure  the  collection  of  data,  interview  guides  were  used  

during  the interviews,  which  are  shown  in  appendix  1.   

The questions included in the Questionnaires were developed with the 

research problem and research questions in mind. To ensure the correspondence  

between  the  questionnaires  and  the  problem  area  the questions were  checked  by  

both  my  supervisor  at  the  university. This proved to result in useful feedback. The 

questionnaires are shown in appendix 2. 

3.6 Data Analysis  

According to Miles & Huberman (1994) there are two types of analyses, the 

within-case analysis and the cross-case analysis.  As  said  in  the  title,  the  within-

case  analysis  is performed  within  a  case  and  the  data  collected  will  be  

compared  to  the  theory included  in  the  frame  of  reference.  The cross-case 

analysis is performed between several   cases,   where   the   purpose   is   to   enhance   

generalizability   and   to   deepen understanding and explanation. In this study, a 

within-case analysis will be conducted.  
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3.7 Summary of Research Methodology 

In this chapter the methodology in the study is described. A visualization of 

the choice of methodology is provided below. 

Type of Research 

Exploratory Descriptive Casual 

Research Approach 

Deductive Inductive Qualitative Quantitative 

 

Research Strategy 

Case study Experience study Pilot study Secondary data 
analysis 

Sample Selection 

Non Probability Probability 

Classification of Data 

Primary data Secondary data 

 

Data collection Method 
Documentation Participant 

observation 
Archival 
records 

Interview Direct 
observation 

Physical 
Artifacts 

Data Analysis 

Within case analysis Cross case analysis 

Figure 3-2: A visualization of the methodology choices made for this study 

3.8 Methodology Problems  

A  methodological  problem  was  faced  during  the  carrying  out  of  the 

study.  The problem has affected the result and the quality of the study to a various 

degree.  
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The  problem  occurred  already  when  defining  the  research  question  and  

when formulating the Hypotheses , and it showed to be one of the most difficult tasks 

during  the  research.  It is very important to make an appropriate problem definition. 

since  it  has  great  impact  on  whether  the  result  of  the  study  will  be  in  line  

with  the purpose of the study. 

3.9 Criteria for Evaluating Measurements  

There  are  two  major  criteria  for  evaluating  measurements,  these  are  

reliability  and validity.  

3.9.1 Reliability & Validity  

Reliability  can  be  defined  as  the  degree  to  which  measures  are  free  

from  error  and therefore yield consistent results. Thus, reliability is obtained when 

similar results are presented over time and across situations. (Zikmund, 2000) For 

example, in order to obtain  high  reliability  the  results  should  be  independent  of  

the  researcher  and  the selected respondent.(Wiedersheim & Eriksson, 1982). 

Validity  can  be  defined  as  the  ability  of  a  measuring  instrument  to  measure  

what  is intended to measure(Ibid). In order to illustrate the differences between 

validity and reliability Zikmund (2000) used three rifle targets. A marksman fires an 

equal amount of bullets with one old and with one modern rifle. The shots from the 

old rifle are scattered whilst the shots from the modern rifle are closely scattered. 

Consequently, the variability of the old rifle compared to the modern indicates that it's 

less reliable. When the marksman shot  the  rifle  target  to  the  right  in the  figure  

the  sun  dazzled  him.  His  shot  is  still consistent  but  he  doesn't  manage  to  hit  

the  bull's-eye.  Accordingly, a result can be considered as reliable but it doesn't 

necessarily imply that the result is valid.  

Low Reliability                High Reliability               Reliable but not Valid 

 71

Figure 3-3: An illustration of the differences between validity and reliability (Zikmund, 

2000) 



Chapter 3                                                                    Methodology                         
 

In  order  to  obtain  valid  and  reliable  results  in  this  study  several  

precautions  were made.  When  developing  the  Hypotheses  I  was  careful  about  

covering  all aspects  of  the  research  problem,  and  the  research  question  were  

also  approved  by my supervisor in the university.  The  Hypotheses  included  in  the  

interview and questionnaires  were  based  on  the  research  question,  which  ensures  

that  the  questions  are  relevant  for  the  study.  In addition, the interview and 

questionnaires were reviewed by my supervisor.  

I used multiple sources of information, Documentation, Interviews and 

questionnaires, which is important when collecting data.  It is also important to collect 

data from several respondents.  

In  order  to  receive  reliable  answers  the  respondents  must  be  experienced  

within  the current  area  of  interest  and  I  believe  that  the  appropriate  respondents  

were  found.  

They were very knowledgeable about the company and its needs and the 

experienced insured working with the company.  
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Chapter 4 

Research data description, Analysis and 
result  

 

This  chapter  includes  the  empirical  findings  from  Questionnaires  with  
the  insured buying insurance from the company  selected  for  this  research. First a 
brief description of the company will be presented and then the findings from insured 
will be presented. The presentation of the empirical data will follow the structure of 
the two hypotheses.   
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4.1 Asia Insurance Company (Bimeh Asia) 

Bimeh Asia (Asia Insurance Co.) was established in 1959. The company was 

registered with the companies Registration Department under 6795 in the same year. 

In accordance with an act of the Islamic Revolutionary Council and the 

Nationalization of Insurance Institutes bill, Bimeh Asia was nationalized in 1980. 

The company's activities include insurance and reinsurance in all fields. It is 

noteworthy that Bimeh Asia is authorized to perform any activity beneficial to the 

company's objectives, including establishment of subsidiary companies and 

purchasing shares of other companies. The company has expanded its activity 

throughout Iran during all these years. 

Presently Bimeh Asia has 90 branches and more than 1000 agencies 

supervised by 11 area managers in more than 275 Iranian cities. 

In order to have the opinion of the customers of Asia Insurance Company 

regarding their satisfaction within the insurer by IT application two kinds of 

questionnaires were prepared containing 8 questions each. 

The first part of the questionnaires related to the Underwriting part and was 

distributed among Insured who buy the policies from Asia Insurance Company. 60 

questionnaires were distributed and 54 were gathered. with the following results: 

4.2 Part 1: Questionnaires from underwriting section 

In this part two of the questions with their answers are interpreted in detail as 

example and the whole interpretation of the questions are attached as annex 2:   

Q4- How much do you think the Automation of the system will increase your 

satisfaction? 

a) Very much (100%) 

b)  Much (75%) 

c) To some extend (30%) 

d) Not more than 10% 
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Table 4-1: Statistics table of question 4 

 X4.1 X4.2 X4.3 X4.4 

Valid 54 54 54 54 N 

Missing 0 0 0 0 

Sum 2 15 37 0 

Table 4-2: Frequency Table of question 4 (Answer a) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 54 54 54 54 

1 0 0 0 0 

 

Valid Total 2 15 37 0 

Table 4-3: Frequency Table of question 4 (Answer b) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 39 72.2 72.2 72.2 

1 15 27.8 27.8 100.0 

 

Valid Total 54 100.0 100.0  

Table 4-4: Frequency Table of question 4 (Answer c) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 17 31.5 31.5 31.5 

1 37 68.5 68.5 100.0 

 

Valid Total 54 100.0 100.0  

Table 4-5: Frequency Table of question 4 (Answer d) 

 Frequency Percent Valid Percent Cumulat
ive 

Percent 

Valid 0 54 100.0 100.0 100.0 
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Figure 4-1: Answers to Question 4 

6- Do you think your physical attendance in the company will decrease due to 

better and exact information transfer that is based on the mechanization of the 

system? 

a) Yes            b) To some extend          c) no 

Table 4-6: Statistics of question 6  

 X6.1 X4.6 X6.3 

Valid 54 54 54 N 

Missing 0 0 0 

Sum 10 43 1 

Table4-7: Frequency Tables of question 6 (Answer a) 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 44 81.5 81.5 81.5 

1 10 18.5 18.5 100 

 

Valid Total 54 100 100  

Table4-8: Frequency Tables of question 6 (Answer b) 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 11 20.4 20.4 20.4 

1 43 79.6 79.6 100 

 

Valid Total 54 100 100  
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Table4-9: Frequency Tables of question 6 (Answer c) 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 53 98.1 98.1 98.1 

1 1 1.9 1.9 100 

 

Valid Total 54 100 100  

10

43

1

0

10

20

30

40

50

yes
To.S.Extend
No

Figure 4-2: Answers to Q.6 

4.2.1 Interpretation 

The aim was to find out the IT application impacts on the customer 

satisfaction of the insured of Asia Insurance Company. 

For this purpose I have used 54 filled questionnaires by the insured in 

underwriting sections. 

After analyzing the results and the percentages it is decided to give score to 

each question as the following table: 

Table 4-10: Scores related to the interpretation of Underwriting Section questionnaires 

8 

2 

8 

1 

7 

3 

7 

2 

7 

1 

6 

3 

6 

2 

6 

1 

5 

4 

5 

3 

5 

2 

5 

1 

4 

4 

4 

3 

4 

2 

4 

1 

Question 

No.& 

Answers 

0 1 0 1 3 0 1 3 0 3 2 2 0 1 2 3 Score 

Now in order to judge about the first Hypothesis of this research which was 

“IT application will increase customer satisfaction in Asia Insurance Company” the 

following test was done. 
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5.6:
5.6:

1

0

>
≤

µ
µ

H
H µ = is the scores by each questionnaire 

 

In statistical discussion of this test the highest score for each questionnaire 

would be 13, i.e. if some one has chosen choice “a” for Q4, “c” for Q5, “a” for Q6&7 

and “Yes” to Q8 will get 13. and the lowest score would be 0 if someone has chosen 

choice “d” for Q4&5, “c” for Q6&7, and “NO’ for Q8 will get 0. 

Now if the           of these scores be at least more than half of the total scores 

we can conclude that It application will increase customer satisfaction in Asia 

Insurance Company. And by the explanation above the H0 is accepted. 

µ

The result of the test by using SPSS is shown as follows:  

Table 4-11: Result of the test related to the interpretation of the scores of Underwriting section 

questionnaires and their statistics  

One Sample 
Test 

N Mean Standard 
Deviation 

Standard 
Error Mean 

V. 54 6.8333 2.08996 0.28441 

Test Value = 6.5 

95% Confidence 
interval of 
difference 

  

t 

 

df. 

Sig. 

(2tailed) 

Mean 

Difference

Lower Upper 

V. 1.172 53 0.0246 .3333 0.2371 0.9038 

By looking at the two right rows of the second table with 95% confidence the 

first hypothesis is accepted. 

4.2.2 Part 1.1: Conclusion based on the number of the years buying insurance from 

the company 

In this part I want to find out whether number of years an insured is buying 

insurance from the company has a positive affect on their opinion on the system 

automation of the company?  The following test is done: 
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In this test   µ١ is the average score in people with more than 3 

years buying insurance from the company and µ٢   the average score in people with 

less than 3 years buying insurance from the company? If H0   is rejected we can 

conclude that number of the years buying insurance from the company will have a 

positive effect on insured opinion. 

211

210

:
:

µµ
µµ

≠
=

H
H

Table 4-12 Group statistics 

One Sample 

Test 

X1.2 N Mean Standard 
Deviation 

Standard 
Error Mean 

1 39 7.1026 2.13732 0.34225 V. 

0 15 6.1333 1.84649 0.47676 

Table 4-13 Independent Samples Test 

 Leven’s test 
for Equality of 
Variances 

 

t – test for Equality of Means 

 

 

 

 

F 

 

Sig. 

 

t 

 

df. 

Sig. 

(2tailed
) 

Mean 

Diff. 

Std. 

Error 

Diff. 

 

95% confidence 

Interval of Diff. 

Lower Upper Equal 
Var. 
Assumed 

1.75 .0191 1.546 52 0.0128 .9692 .6268 

.28854 2.22700

 
 
 
V. 

Equal Var. not Assumed 1.651 29.28 0.0109 .9692 .5868 .23058 2.16904

By looking at the first row of the above table with 95% confidence we can say 

that number of the years buying insurance from the company will have effect on their 

satisfaction or dissatisfaction of the system. B By looking at the two right rows of the 

second table with 95% confidence H0 is accepted. 

Because the insured with experience of more than 3 years are more familiar 

with advantages and disadvantages of the system. Now we continue with this group. 
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For people with more than 3 years of buying experience the result for answers to 

second question is shown as follows: 

Table 4-14: The result of the answers to 2nd question for Insureds more than 3 years of                   

buying experience  

 X2.1 X2.2 X2.3 X2.4 X2.5 

Valid 39 39 39 39 39 N 

Missing 0 0 0 0 0 

Table 4-15: Frequency Table for answer b Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 35 89.7 89.7 89.7 

1 4 10.3 10.3 100.0 

 

Valid Total 39 100.0 100.0  

The above table shows that only 10.3% of these insured buy insurance from Asia 

insurance company because of lower premium 

Table 4-16: Frequency Table for answer c Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 11 28.2 28.2 28.2 

1 28 71.8 71.8 100.0 

 

Valid Total 39 100.0 100.0  

The above table shows that 71.8% of these insured buy insurance from Asia 

insurance company because of quicker response to their enquiries. 

Table 4-17: Frequency Table for answer d Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 33 84.6 84.6 84.6 

1 6 15.4 15.4 100.0 

 

Valid Total 39 100.0 100.0  
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The above table shows that only 15.4% of these insured buy insurance from 

Asia insurance company because of System automation. 

Table 4-18: Frequency Table for answer e Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

Valid 0 39 100 100 100 

And the table above shows that none of the insured have chosen choice “d” 

(all of the above). 

According to the results it seems that quicker response to the enquiries due to 

the system automation in underwriting section is more effective factor in buying 

insurance from this company in compare with the other factors.   

4.3 Questionnaires from Claims sections 

The second part of the questionnaires related to the Claims sections and was 

distributed among Insured who face loss and refer to Asia Insurance Company. 60 

questionnaires were distributed and 58 were gathered with the following results: 

In this part two of the questions with their answers are interpreted in detail as 

example and the whole interpretation of the questions are attached as annex 2: 

Q4- How much do you think the Automation of the system will effect on 

your satisfaction? 

a) Very much (100%)     b) Much (75%)     c) To some extend (30%)     d) Not 

more than 10% 

Table4-19 Statistics table of question 4 

 X4.1 X4.2 X4.3 X4.4 

Valid 58 58 58 58 N 

Missing 0 0 0 0 

Sum 19 23 12 3 
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Table 4-20: Frequency Table of question 4 (Answer a) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 39 67.2 67.2 67.2 

1 19 32.8 32.8 100.0 

 

Valid Total 58 100.0 100.0  

Table 4-21: Frequency Table of question 4 (Answer b) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 35 60.3 60.3 60.3 

1 23 39.7 39.7 100.0 

 

Valid Total 58 100.0 100.0  

Table 4-22: Frequency Table of question 4 (Answer c) 

 Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 46 79.3 79.3 79.3 

1 12 20.7 20.7 100.0 

 

Valid Total 58 100.0 100.0  

Table 4-23: Frequency Table of question 4 (Answer d) 

 

 

Frequency Percent Valid 
Percent 

Cumulative 
Percent 

0 55 94.8 94.8 94.8 

1 3 5.2 5.2 100.0 

 

Valid Total 58 100.0 100.0  
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Figure 4-3:  Answers to Question 4 
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Q6- Do you think your physical attendance in the company will decrease due to 

better and exact information transfer that is based on the mechanization of the system? 

a) Yes 

b) To some extend 

c) No 

Table 4-24: Statistics of question 6  

 X6.1 X4.6 X6.3 

Valid 58 58 58 N 

Missing 0 0 0 

Sum 27 19 2 

Table4-25: Frequency Tables of question 6 (Answer a) 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 31 53.4 53.4 53.4 

1 27 46.6 46.6 100.0 

 

Valid Total 58 100.0 100.0  

Table4-26: Frequency Tables of question 6 (Answer b) 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 39 67.2 67.2 67.2 

1 19 32.8 32.8 100.0 

 

Valid 
Total 58 100.0 100.0  

Table4-27: Frequency Tables of question 6 (Answer c) 

 

 

Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 56 96.6 96.6 96.6 

1 2 3.4 3.4 100.0 

 

Valid Total 58 100.0 100.0  
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Figure 4-4 Answers to Q.6 

4.3.1 Interpretation 

In order to find out the IT application impacts on the customer satisfaction of 

the insured of Asia Insurance Company I have used 58 filled questionnaires by the 

insured in claims payment sections. 

After analyzing the results and the percentages it is decided to give score to 

each question as the following table: 

Table4-28: Scores related to the interpretation of Claims Section questionnaires 
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0 1 0 1 0 0 1 3 1 3 2 2 0 3 1 2 3 3 2 0 Score 

Now in order to judge about the first Hypothesis of this research which was 

“IT application will increase customer satisfaction in Asia Insurance Company” the 

following test was done: 

H0:µ≤8 

H0 :µ> 8 

 µ = is the scores by each questionnaire 
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In statistical discussion of this test the highest score for each questionnaire 

would be 19, i.e. if some one has chosen choice “a” for Q4,Q5,Q6 &Q7 “c” for Q3, 

“a” and “Yes” to Q8 will get 16 and the lowest score would be 0 if someone has 

chosen choice “d” for Q4&5, “c” for Q6&7, and “NO’ for Q8 will get 0. 

Now if the µ of these scores be at least more than half of the total scores we 

can conclude that It application will increase customer satisfaction in Asia Insurance 

Company. And by the explanation above the H0 is accepted. 

The result of the test by using SPSS is shown as follows: 

  Table 4-29: Result of the test related to the interpretation of the scores of Underwriting 

section questionnaires and their statistics  

One Sample 

Test 

N Mean Standard 
Deviation 

Standard 
Error Mean 

V. 58 9.8966 3.46759 0.45532 

Test Value = 10 

95% Confidence 
interval of 
difference 

  

t 

 

df. 

Sig. 

(2 ailed) 

Mean 

Difference

Lower Upper 

V. -0.227 57 0.021 -0.1034 1.0152 0.8083 

         By looking at the two right rows of the second table with 95% confidence H0 is 

accepted. 

Part 2.1: Conclusion based on the number of the years buying insurance or 

receiving loss from the company. 

In this part I want to find out whether number of years an insured is buying 

insurance from the company has a positive affect on their opinion on the system 

automation of the company?  

The following test is done: 
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In this test   µ١ is the average score in people with more than 

3 years buying insurance from the company and µ٢   the average score in people with 

less than 3 years buying insurance from the company. 
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If H0   is rejected we can conclude that number of the years buying insurance 

from the company will have a positive effect on insured opinion. 

Table 4-30 Group statistics 

One Sample 

Test 

X1.2 N Mean Standard 
Deviation 

Standard 
Error Mean 

1 46 10.3478 3.56662 0.52587 V. 

0 12 8.1667 2.48022 0.71598 

Table 4-31 Independent Samples Test 

 Leven’s test 
for Equality of 
Variances 

 

t – test for Equality of Means 

 

 

 

 

F 

 

Sig. 

 

t 

 

df. 

Sig. 

(2tailed
) 

Mean 

Diff. 

Std. 

Error 

Diff. 

 

95% confidence 

Interval of Diff. 

Lower Upper Equal 
Var. 
Assumed 

6.232 0.016 1.990 56 0.051 2.181

2 

1.095

9 .01421 4.3765 

 
 
 
V. 

Equal Var. not Assumed 2.455 24.33

8 

0.022 2.181

2 

.8883 .34904 4.0132 

By looking at the first row of the above table with 95% confidence we can say 

that number of the years buying insurance from the company will have effect on their 

satisfaction or dissatisfaction of the system. Because the insured with experience of 

more than 3 years are more familiar with advantages and disadvantages of the system.  

For people with more than 3 years of buying experience the result for answers 

to second question is shown as follows: 
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Table 4-32 The result of the answers to 2nd question for Insureds more than 3 years of buying 

experience  

 X2.1 X2.2 X2.3 

Valid 46 46 46 

0 0 0 

 

N 
Missing 

0 23 14 

Table 4-33: Frequency Table for answer b Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

Valid 0 46 100 100 100 

The above table shows that the dissatisfaction of the insured is not because of 

personnel behavior. 

Table 4-34: Frequency Table for answer c Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 23 50.0 50.0 50.0 

1 23 50.0 50.0 50.0 

 

Valid Total 46 100.0 100.0  

The above table shows that 50% of these insured believe that the late loss 

payment by Asia insurance company is the main reason for their dissatisfaction 

Table 4-35: Frequency Table for answer d Q4 

 Frequency Percent Valid 
Percent

Cumulative 
Percent 

0 32 69.6 69.6 69.6 

1 14 30.4 30.4 100.0 

 

Valid Total 46 100.0 100.0  

The above table shows that only 30% of these insured believe that the lack of 

an automated system in Asia insurance company is the main reason for their 

dissatisfaction. 
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4.4 Second Hypothesis Analysis 

“IT application will decrease costs in Asia Insurance Company.” 

Generally speaking the costs and expenses in Asia insurance company consist of  

1- Reinsurance premium 

2- Commission paid 

3- Loss paid 

4- Other insurance expenses 

5- Share of bodily injury indemnity Fund 

6- Personnel and Administrative expenses (IT expenses included) 

7- Other expenses 

All these expenses are based on the rates and tariffs set by the Central 

Insurance of Iran and IT application and system automation will impose costs to the 

company. All these by analyzing the financial statement of the company shown below 

resulted in rejecting 2nd hypothesis  

Table 4-36 Expenses of Asia Insurance company from 1996 to 2003 

 

Year 

 

Losses Paid 

 

Commissi
on 

 

Re. Premium

Personnel 
&Admin.  
Exp. (IT 

Included) 

 

Other 
Expenses 

1996-1997 249,471 29,899 107,769 32,762 41 

1997-1998 312,595 40,506 145,376 41,674 1 

1998-1999 388,347 66,427 145,376 58,130 8,399 

1999-2000 554,330 88,695 314,253 73,365 27 

2000-2001 922,901 116,212 491,730 101,545 14,752 

2001-2002 1,339,405 193,07,6 769,142 135,719 977 

2002-2003 1,931,770 253,819 1,131,278 172,482 17,473 

 
3 In Million Rials
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Figure 4-5: Expenses of Asia Insurance Company from 1996 to 2003 

Table 4-37: Total expenses of Asia Insurance Company from 1996 to 2003 

Year Total Expenses 

96-97 422,140 

97-98 546,146 

98-99 722,009 

99-00 1,035,445

00-01 1,659,672

01-02 2,578,527

02-03 3,685,315

 

 

 

 

 

 

0
500

1000
1500
2000
2500
3000
3500
4000

96-97 98-99 2000-
2001

2002-
2003

Total Expenses

Figure 4-6 expenses of Asia Insurance Company from 1996 to 2003 
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As was shown the personnel and administrative costs of the company has been 

increasing within the past 5 years and has lead to increase in the total costs of the 

Company.  By this we come to the conclusion that the IT application in Asia 

Insurance Company will not result in decrease in the costs of the company. We reject 

the second Hypothesis. 

It is predicted that, in the long term after all the expenses on IT application to 

the company the result will be a slight decrease in the costs of the company, but not in 

the short term. 
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Chapter 5 

Conclusion and Recommendations  

 

 

In this chapter the result for this study together with the recommendations to 

Asia insurance company will be discussed .At the end the further research on the area 

related to this study will be recommended. 
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As we discussed in chapter 1, developments in computer technology have 

given insurance providers the ability to quickly access and process information and 

have allowed them to custom-design policies to fit the needs of individual customers.  

Though the Internet offers tremendous access to information about prices, it 

has done little to simplify the process of comparing the offerings of different 

insurance policies and services. Therefore, consumers have increasingly come to view 

insurance as a commodity, differing only in price from provider to provider. This 

attitude may lead people to buy insurance that does not give them the kind of 

coverage they need. 

Insurance in Iran as a developing country has got importance among people 

and the insurance companies in Iran try to attract more customers and keep them as 

their life time customers. 

This industry as a service industry need to be developed more and more 

because of the competitive market available in Iran. Technology developments has 

affect this industry in developed countries and finding what has been done in 

application of the new technologies in Insurance in Iran was the problem area in the 

first chapter. 

In chapter two we discussed more about Insurance and Information technology 

concepts and then we saw that in sector comparison, insurance and pension funding is 

among the top ICT and e-business-using sectors in the world. 

Enterprises representing 74% of the insurance employees state that e-business 

is of significant or some importance for them. This is the largest share of all sectors. 

This finding is partly due to the fact that employment in the insurance sector is 

concentrated in large enterprises with high ICT investment power. One also has to 

bear in mind that although the quantitative figures are high, the quality of the 

applications does not necessarily need to be high as well. Computers (97%), Internet 

access (99%), e-mail use (93%), and World-Wide Web (WWW) use (94%) are 

prevalent in almost all insurance companies; Local Area Networks (LAN) (87%), 

intranets (79%) and Wide Area Networks (WAN) (64%) are frequently used. 

Extranets (41%) are found in a large minority of companies. Within the next twelve 
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months, enterprises report that the technologies most intended to be introduced are 

extranets (15%) and intranets (9%). The focus on extranets may show that many 

insurers expand their links to external brokers and field personnel. In e-commerce 

practice, the insurance sector is above average in sector comparison. 93% of the 

enterprises have a website and 2% plan to introduce one within one year. Almost all 

of those that have a website present their products and services on the site (95%). 

Selling online is quite widespread with 46% of enterprises doing so already. Online 

procurement is similarly common: 46% of insurance enterprises pursue this practice. 

Specific e-business solutions are used only by a minority of insurance and 

pension funding enterprises. 39% make use of Application Service Providers (ASPs) 

which is the single highest share in sector comparison, and 31% of a Customer 

Relationship Management (CRM) solution, which is the fourth largest value of all 

sectors. CRM is the application most often planned to be introduced, by 12% of the 

enterprises. Knowledge management solutions (12%), Enterprise Resource Planning 

(ERP) (12%) and Supply Chain Management (SCM) (5%) are not so common. The 

relatively low level of ERP in sector comparison may be due to the fact that the utility 

of such systems is larger in manufacturing sectors. 

As we saw in the previous chapter the IT application in Asia Insurance 

Company will lead to more customer satisfaction and finally will increase profit of the 

company and we saw that our first hypothesis was accepted and also we noticed that 

regarding IT application there hasn’t been much progress in the company except some 

small parts of the company. 

In order to get a rough view of what should be done in the company widely 

prior to any other step the following steps seem to have major priority: 

1. Administrative system automation in the company which will facilitate all the 

personnel affairs together with the affairs related to the insureds.  

2. Human resource planning system to be adopted in order to identify the 

personnel needs and their ability in the system. 

3. IT Training for the personnel of the company. 

4. Adoption of a systematic method in reporting system in which at any time all 

the needed reports be accessible. 
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5. Accountings, salaries and wages system automation in the company 

6. Legal department automation 

7. Public relations system automation. 

8. The above items are done in the company in a very primary level and need to 

be done widely in the company. 

Generally speaking the prerequisite for IT entrance to the company is the systems 

automation and then the following steps as the recommendations will help the 

company to acquire more customer satisfaction to the company: 

1. Enrichment of the company’s website in a way that all the necessary 

information is available about the products and services and also the insured is 

able to contact with the insurer very easily. 

2. Issuing insurance policies through internet which will expedite underwriting 

procedure and will lead to customer satisfaction. This will need all the system 

be automated. A prerequisite to this will be the automation of the financial 

system together with administration department of the company. These two 

will mainly lead to the personnel satisfaction.  

3. Creating effective relationship between insurer and insured is very important 

for the company. In this regard receiving the enquiries by fax or email will 

reduce physical attendance of the insured in the company and will increase 

customer satisfaction and will also decrease company’s costs. 

4. Offering services to the customers in 24h/7days a week. i.e. a night kiosk. 

5. In Iran in car insurance for third party policy the company issues 4   coupons 

in order to be used in each accident and the miss usage of these coupons has 

been increased recently. Issuing a digital card instead of coupons will be more 

attractive and can be kept in the wallet easily. 

6. Customer retention is very important .Some Airlines issue Loyalty Cards for 

their frequent fliers to keep them or have special services to them. Issuing 

loyalty cards can help company to render better service to the good customers. 

7. In health insurance, insured need to bring a certificate from the company in 

order to be hospitalized in hospitals and this will take a long time. Issuing 

digital cards to all insured will save their time in hospital and they will be 
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hospitalized quickly and finally will lead to their more satisfaction from the 

system.  

8. A quick connection with the insurance brokers is very vital for the companies. 

By a networked connection  they don’t need to come to the company and they 

are able to get all their application via intranet quickly. 

9. Personnel training about IT will help company to change towards IT 

application soon. 

This study showed that the Asia Insurance Company which was selected for 

this research need to work more on IT application, however this company is one of 

biggest insurance companies in Iran, but as discussed in order to retain their 

customers and also increase customer satisfaction in the competitive market need to 

apply technology in to their system. 
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This study showed that the Asia Insurance company has to take quick actions 

regarding IT application to its system and it was one company among the other 

governmental and private insurance companies in Iran which we went through and I 

am sure that the other companies have more or less the same situation. 

Here are some topics for the further research to be done in future: 

 IT application in other Insurance companies in Iran or the whole insurance 

industry in Iran and their affects on customer satisfaction and decrease in 

costs. 

 How can E - Insurance in Iran be started? And the related issues.  
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Appendix No.1                                                   Interview Questions 
 

Interview Questions 

1-    Issuing insurance policies through internet expedites underwriting procedure and 
will lead to customer satisfaction. This will need all the system be mechanized. A 
prerequisite to this will be the mechanization of the financial system together with 
Administration department of the company. These two will mainly lead to the 
personnel satisfaction. 

Have Asia Insurance Company worked on that? 

2-     Creating Effective relationship between insurer and insured is very important 
for the company. In this regard receiving the enquiries by fax or email will reduce 
physical attendance of the insured in the company and will increase customer 
satisfaction and will also decrease company’s costs. 

a) Number of people daily to the company? 
b) Does the company use email or fax to receive the enquiries 

3- A company’s Website is a very powerful instrument in introducing the products 
and services to people and is one of the main marketing tool. Answering questions of 
people in the website and receiving their opinion will lead to their satisfaction. 

What do you think about enrichment of the web site of your company? 

4- Rendering good services to the customers not only will increase their satisfaction 
also will encourage them to buy insurance from your company. One of the issues is 
24h/7days a week. 

Have you thought about a night kiosk? Don’t you think it will increase your 
customers’ satisfaction and increase number of your customers? 

5- In Iran in Car Insurance for third party policy the company issues 4 coupons in 
order to be used in each accident and the miss usage of these coupons has been 
increased recently. Issuing a digital card instead of coupons or the policy itself will be 
more attractive and can be kept in the wallet easily. 

Don’t you think this will increase the quality of your services? Do you think it can be 
done in your company? 

6- Customer retention is very important .Some Airlines issue Loyalty Cards for their 
frequent fliers to keep them or have special services to them. 

What have you done to retain your customers? Do you offer a special service for your 
frequent buyers? 

7- In health insurance, insured need to bring a certificate from the company in 
order to be hospitalized in hospitals and this will take a long time. Issuing digital 
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cards to all insured will save their time in hospital and they will be hospitalized 
quickly and finally will lead to their more satisfaction from the system. 

What has Asia Insurance Company done in this regard? 

8- A quick connection with the Insurance brokers is very vital for the companies. By 
a local intranet they don’t need to come to the company and they are able to get all 
their application via intranet quickly. 

Do you have a local intranet? How much do you think it has helped your brokers? 
What is its main failure? 

9- Personnel training about IT will help company to change towards IT application 
soon. 

Have you had training courses regarding IT? Or do you have it in your future plan? 

10- Loss payment in car insurance in Iran in case of accident needs police approval 
from the exact place of the accident which takes at least 2 or 3 hours. Being connected 
to the city traffic centre will help companies to access to all related accidents in the 
city and by this you can save in the insured times which will lead to more customer 
satisfaction. 

What is you idea about this? 

11- Do you use special software for your general or technical activities in the 
company? Have you got any problem in their application? 

 

12- Are you familiar with the websites of some foreign insurance companies? Which 
of them you found more useful and interesting? Why? 
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Part 1: Underwriting Section 
Question 1: Number of years working with Asia Insurance Company  
a) less than 3 years                     b)More than 3 years 
 
Q2- What is the main reason for you to buy insurance from Asia Insurance Company? 
a) Less premium                
b) Personnel good behavior 
c) Quick response 
d) System automation          e)All of the above 
 
Q3: Is the Mechanization of the system has been obvious for you? 
a) Yes     b) to some extend    c)no 
 
Q4- If your answer is “Yes” or “To some extend” how much do you think the 
Mechanization of the system will increase your satisfaction? 
e) Very much (100%)    b)  Much (75%)   c) To some extend (30%) 
d)Not more than 10% 
 
Q5: What would be the main part of you satisfaction from the system? 
a) Quick service due to automated system 
b) Better service due to automated system 
c) Both of the above 
d) Personnel good behavior 
 
6- Do you think your physical attendance in the company will decrease due to better 
and exact information transfer that is based on the mechanization of the system? 
a) Yes      b) To some extend     c) no 
 
Q7: Do you think that “online” service will have a positive effect on your satisfaction 
from the company? 
a) Yes               b) To some extend           c) no 
 
Q8: Do you agree?  
“By Mechanizing the Underwriting system you will be more satisfied and will refer to 
Asia Insurance Company to buy insurance again” 
a) Yes           b) No 
 

Part 2: Claims section 
Q1- Number of years working with Asia Insurance Company (Claims departments) 
a) less than 3 years   b)More than 3 years 
  
Q2- Are You quite satisfied with claims payment system in Asia Insurance Company? 
    a) Yes         b) To some extend         c) No 
 
Q3- If your answer to the previous question is “No” what is the Main reason? 
a) Personnel behavior 
b) Late loss payment due to system failure 
c) Lack of automated system 
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Q4- How much do you think the Mechanization of the system will effect on your 
satisfaction? 
a) Very much (100%)        b) Much (75%)       c) To some extend (30%) 
d) Not more than 10% 
 
Q5- What would be the main part of you satisfaction from the system? 
b) Quick service due to automated system 
c) Better service due to automated system 
d) Both of the above 
e)  Personnel good behavior 
 
 
Q6- Do you think your physical attendance in the company will decrease due to better 
and exact information transfer that is based on the mechanization of the system? 
a) Yes   b) To some extend   c)No 
 
 
Q7- Do you think that “online” service will have a positive effect on your satisfaction 
from the company? 
a) Yes   b) To some extend      c)No 
 
 
Q8- Do you agree?  
“By Mechanizing the Underwriting system you will be more satisfied and will refer to 
Asia Insurance Company to buy insurance again” 
a) Yes    b) No 
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