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Abstract. The topic of this research are critical
success factors (CSFs) with a focus on factors
that constitute the basis for the success of insu-
rance companies. There are no critical success
factors common to all enterprises, all areas and
all activities. In insurance companies, key perfor-
mance indicators primarily depend on the service
quality and the level of customer satisfaction. In
contemporary business conditions, the relevance
of the service has been increasingly important.
Therefore, the concept named 5P is suggested,
standing for purpose, pride, partnership, pro-
tection and personalization, as these five factors
define the requirements that must be met, if the
insurers service is to be perceived to be of high-
quality, achieve client satisfaction and build cli-
ent loyalty. The paper presents a research into
the perception of insurance service and factors
of insurance quality in the Federation of Bo-
snia and Herzegovina (FBiH)'. Research results
correspond to the 5P concept and reveal the se-
curity factor as the most important factor for the
insured. A fast and efficient payment of claims,
the attitude of the salespeople toward the insured,
described in terms of respectful and knowledgea-
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ble staff, as well as the clarity of promotion and
the availability of insurance service also ranked
high.

Key words: critical success factors, insuran-
ce companies, 5P concept

1. INTRODUCTION

Critical success factors (CSFs) are very
complex and have been insufficiently stud-
ied. There are no critical success factors
common to all enterprises, all areas and all
activities. Critical success factors vary from
one industry to another, from one market to
another. Success is sometimes a subjective
perception of decision makers or the per-
ception of delivered value as it is assessed
by the customer or end user of a service. It
is very hard to generalize. Consequently,
an attempt to analyse and define the critical
success factors should take into account the
specific characteristics of each particular
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area — production and services, industry,
actual market and relations within it (exist-
ing and potential competition, final users’
requirements and preferences, technologi-
cal achievements, etc.) — and affinities of
decision-makers themselves, their percep-
tions, experiences and beliefs related to
the critical success factors. An analysis of
strengths, weaknesses and potentials of an
actual company also contributes to deter-
mining the critical success factors. A num-
ber of critical success factors emerge as the
result of taking into account all the factors
and specific characteristics of the industry/
market/company. Some are more general
than others, others are more specific for the
area and market where companies do busi-
ness; some are a result of objective, expert
assessment and statistical and mathemati-
cal analysis while others are a result of de-
cision-makers’ subjective assessments and
experience. However, regardless of their
diversity, it can be concluded that they are
dynamic by nature. Therefore, for compa-
nies and their management to survive and
succeed, it is of crucial importance to define
the truly critical success factors. Scholars
agree that it is necessary to focus on a small
number of truly critical factors, so as not to
waste resources and capacities.

The main goal of the paper is to identify
and explain the most important factors that
influence the success of insurance compa-
nies considering the service quality concept
described as the 5P concept, which supports
Maslow’s hierarchy of needs as explained
by Zealley et al (2018). The success of in-
surance can be described using different
approaches, but in this paper the authors fo-
cused on insurers’ view. No similar research
has been conducted on a small transitional
economy insurance sector in Bosnia and
Herzegovina.

When analyzing the research results
and examining the characteristics of the
insurance market of a small transitional
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economy, it can be concluded that typical
success factors cannot be the only indica-
tors of business quality and success in in-
surance. In order to systematically analyze
the success of insurance companies, other
economic factors as well as insurance com-
pany’s financial indicators are included in
the following step of the research.

To determine the critical success fac-
tors in insurance companies, the survey
was conducted in the period from January
to April 2018 and included current and po-
tential users of various types of insurance
on the territory of the Federation of Bosnia
and Herzegovina. A total of 217 individuals
took part in the survey.

The paper is divided into four sections.
The rest of the papers is organized as fol-
lows. The problem and the main idea are
presented in the first section. Since the con-
cept of success can be analyzed using dif-
ferent approaches the second section pre-
sents various scientific contributions to this
issue. The focus is on the concept that will
be used in the paper. The special attention is
devoted to the factors relevant for the insur-
ance sector. It is important to mention that
both parties in insurance contract are ana-
lysed: the insured and the insurer. Factors
relating to the companies’ point of view are
a part of the quality of insurer s service con-
struct. The other group of factors related to
the client’s perspective is a part of the client
satisfaction construct. The last section of
the paper focuses on the results of the sur-
vey conducted and on the discussion.

2. THE CONCEPT OF CRITICAL
SUCCESS FACTORS

The concept of critical success fac-
tors was first defined in the second half of
the 20" century, in papers by D. R. Daniel
(1961), John F. Rockart and Christine V.
Bullen (1979; 1981). Rockart and Bullen
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(1981, p. 7) were the first to define the criti-
cal success factors as “the limited number
of areas in which satisfactory results will
ensure successful competitive performance
for the individual, department or organiza-
tion”. Critical success factors are the few
key areas where things must go right for the
business to flourish and for the manager’s
goals to be attained. Boynton and Zmud
(1984,. p.19) stated that critical success fac-
tors are “managerial or organizational are-
as that deserve special and continued atten-
tion to allow the achievement of significant/
high performance”. They are the crucial
basis for the success of current activities,
as well as for achieving success in the fu-
ture. These are the factors an organization
must focus on to be successful. Sanvido et
al. (1992, p. 92) defined critical success fac-
tors as the “aspects of business identified as
critical/unavoidable to achieve and manage
the goals that illustrate success. They are
typically found in the areas such as produc-
tion processes, employees’ organizational
and personal skills, functions, techniques
and technologies.” Critical success factors
help to forecast the project success rather
than merely serving to survive (Sanvido et
al., 1992; Ghosh et al., 2001), i.e., they are
of critical importance for the success of a
project. (Toor & Ogunlana, 2009). Grunert
and Ellegaard (1992,. p.14) defined the crit-
ical success factors as “skills or resources
that a company invests in and that explain,
by observing the market where the company
operates, most visible differences in the per-
ceived value and/or relative costs.”

Critical factors include skills, knowl-
edge and resources which differentiate one
company from another, i.e., which pro-
vide the company with the competitive
advantage and are the basis of excellence.
Competitive advantage and company’s
market success are based on customers’/
final users’ assessment and preferences,
i.e., on the perceived value of a product or
service. In this respect, a great significance

is also attached to the price, i.e., the rela-
tive cost incurred in the production of a
product or service. The degree to which
a company will create low-cost value for
customers will depend on the company’s
skills, knowledge and resources. Therefore,
Grunert and Ellegaard (1992, p.15.) de-
fine critical success factors as “skills or
resources that explain most visible differ-
ences in the perceived value and/or relative
costs, taking into account market specifics.”
Consequently, the research is not focused
on and is not limited only to the key skills
and resources of business functions and
management’s internal aspect and plans;
rather, critical success factors also include
and take into account both performance de-
terminants and market requirements, com-
petitors’ performance, as well as customers’
perception and preferences. The described
integrated approach to the concept of criti-
cal success factors illustrates the complex-
ity of the process of their determination.

Rockart (1979) described the five
sources of critical success factors, which
in turn result in four kinds of critical suc-
cess factors: Industry CSFs — which result
from the distinctive characteristics of the
industry; Strategy CSFs — resulting from
the enterprise’s chosen competitive strat-
egy; Environmental CSFs — resulting from
economic or technological changes; and
Temporal CSFs — which are a result of in-
ternal organizational needs and changes.

3. CRITICAL SUCCESS
FACTORS IN THE
INSURANCE COMPANIES

Insurance companies are a form of fi-
nancial institutions, which are typically the
largest institutional investors. According to
their core activity, insurance companies col-
lect funds from the public (legal and natu-
ral persons) who, upon paying the premium
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become the insured (policyholders). In re-
turn for the collected funds, insurance com-
panies, as their insurers, provide protection
and pecuniary indemnification in the case of
the materialization of a risk—insured event,
which is precisely defined in the insur-
ance contract and insurance policy. Based
on these characteristics of insurance activ-
ity, it can be concluded that the product of
the insurance industry is a service, i.e., that
it is a service industry. Insurance services
have typical characteristics of any service,
as well as some others, distinctive for the
insurance industry. Indeed, the insurance
service is based on trust that a potential in-
sured person has in the insurance company.

If we observe the insurer’s success, the
perspective is fairly wide, and primarily
depends on whether the success is assessed
from the position of the insurer or from the
position of the insured person. The insurer’s
position would definitely be more based
on performance indicators that can be ex-
pressed by different kinds of indicators in
the insurance company.

Depending on the activities that the in-
surer is involved in, it is possible to single
out different success indicators, although
in general one can consider the level and
structure of total equity the company has
at its disposal, the level and structure of
the total income (particularly the collected
premiums), the amount of the guarantee
capital, as well as other insurer’s funds. A
particular attention is paid to the level and
structure of technical provisions, which
directly depend on the type of insurance,
on the type of products of the individual
group of insurance contracts and the ma-
turity of reserve holdings, technical provi-
sions coverage, i.e., the type and maturity
structure of insurer’s investments, as well
as on the technical and financial business
result. Besides these general indicators, the
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assessment of an insurer’s success attaches
a particular attention to special indicators,
specific for individual types of insurance.

If the success is assessed from the in-
sured person’s position, the exact indicators
such as those used in the previous case are
not easily measurable and are difficult to de-
scribe. However, if success is observed as a
process rather than the final result, the ques-
tion arises as to what factors contribute to the
success of an insurance company. Such con-
sideration allows the unified identification of
success factors, which can be viewed from
the aspect of service provider, the insurer,
and service seeker — the insured person.

The key success factors can be applied
to the insurance companies, as well. The
success of an insurance company should be
viewed in the synergy with the service us-
ers’ satisfaction and their perception of the
quality of service and delivered value for
money. Thus, when assessing success, it is
necessary to observe all the participants in
the process — the insured and the insurer —
and the way they interact. When defining
the key insurance success factors, some au-
thors pay more attention to the insured and
others to the insurer.

The following factors are singled out as
essential for the insurer’s success:

* size, tradition and image, i.e. reputa-
tion, of the insurance company (Eccles
and Vollbracht, 2006),

e its market position and success
(Chuwiruch and Ussahawanitchakit,
2013; Eling and Kiesenbauer, 2012),

+ the quality and ability of the manage-
ment (Ranani and Arastoo, 2006; Keck
et al, 1995),

+ use of the modern ways of manage-
ment — the need to introduce change
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management, knowledge management
as well as risk management (Mitra et
al, 2019; Joshi et al, 2016; Cummins,
2005),

e characteristics of the sales force, i.e.,
their motivation (Srivastava et al, 2020;
Eesley and Adidam, 2012; Yang et al,
2011; Manna and Smith, 2004, Keck et
al, 1995),

* the characteristics, i.e., the quality,
number and distinctiveness of the pro-
vided services, with a focus on cus-
tomization (Oduniyi et al, 2020) and
customer-centric processes (Kreuzer et
al, 2020), i.e., process personalization
and good communication (Chuwiruch
and Ussahawanitchakit, 2013).
Infrastructure and processes must cre-
ate new and added value for users
(Roeschmann, 2018; Cata and Lee,
20006), i.e., create the value chain for
all participants (Fjeldstad and Ketels,
2006). Innovation and utilization of
intellectual capital contribute to the in-
surer’s success (Rajapathirana and Hui,
2018; Shahsiah and Sepahvand, 2016;
Bader, 2008).

With respect to the insured person, the
insurance success requires: insurance per-
sons’ demographic characteristics (age,
origin, level of education, marital status, in-
come - Oduniyi et al, 2020; Li et al, 2007),
psychological characteristics (risk aversion,
e.g. Lewis, 1989) and the present experi-
ence and awareness of the usefulness of
insurance (Oduniyi et al, 2020). The seg-
mentation of the insured persons based on
the above listed characteristics (Trautingen,
2018; Hamdi and Zamiri, 2016) and cus-
tomization creates a loyal and satisfied
user (Groesch and Steul-Fischer, 2017). A
maximization of users’ satisfaction is the
ultimate goal of insurance (Mahlow and
Wagner, 2016; Trautinger, 2018). Quality

and sophisticated service, which corre-
sponds to users’ preferences, certainty of
return and the level of achieved income
(higher total return for policyholders), as
well as a reasonable price of the insurance
service, significantly contribute to the satis-
faction of the insurance users (Lorson and
Wagner, 2014).

A separate category of factors that affect
insurance and that needs to be pointed out
are macroeconomic indicators, i.e., national
income, government spending on social
security and inflation (Browne and Kim,
1993) and demographic characteristics that
affect the overall demand for the insurance
products, i.e., the number of births, popu-
lation development, number of marriages
(Mantis and Farmer, 1968).

In this context, critical success factors
are all those factors that are necessary for
the provision of a service that the clients
need, i.e., all the variables that can affect
the company’s success measured by its fi-
nancial performance. Critical factors of the
insurer’s success may include the quality
of service offered by the insurer, the degree
of clients’ satisfaction and clients’ loyalty
(Farokhain and Sadeghi, 2011). In the first
decade of this century, clients’ loyalty was
perceived as an important success factor;
however, taking into account all the chang-
es in the market, in the near future loyalty
will be replaced with the assessment as to
whether the offered service is relevant for
the client (Zealley et al. 2018). Defined in
this way, these elements can be perceived
from both sides, by the insurer and by the
insured person.

3.1. The quality of insurer’s service

From the insured person’s viewpoint,
the quality of the offered service can be
described by its deviation from the insured
person’s expectations compared to the
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provided service. Thus, the larger the differ-
ence between the expected and the provided
service, the lower the level of insurer’s ser-
vice quality.

The process of designing the service
that will be offered is primarily the insurer’s
task, and it is necessary to take account of
the insured persons’ needs in the process.
The insured person will choose which in-
surance company they can put their trust in
based on both the personal perception and
financial indicators. The insured person’s
perception is based on the information they
have about the insurance company and on
possible previous experience with the com-
pany. Besides, an important role is also
played by the image the insurer is develop-
ing and nourishing which is, in turn, sup-
ported by a series of insurer’s factors, e.g.,
promotion, reputation, salespeople, etc. The
basic goal of each of these activities, i.e.,
promoting the service or its sale, should be
to assure the insured person that the service
offered is of high quality. These factors are
relevant before the very process of buying
the insurance service, and when making a
decision on buying the service and choos-
ing the insurance company.

From the moment when the insured
person makes the decision to purchase the
service, pays the premium and receives the
insurance policy, the factors that determine
success begin to change. Since the contract
has been concluded, the insured person
now attaches importance to the after-sales
service they may need from the insurer. A
particularly important element that will de-
termine the level of service quality for the
insured person during the term of the con-
tract is the degree of nominal and actual
efficiency and the effectiveness of settling
claims. If the insured person’s expectations
do not or only negligibly deviate from the
provided service, it is certain that such an
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insured person will perceive the service as
of higher quality and that they will be in-
terested in renewing or continuing the in-
surance policy with the same insurer. Care
for the client near and after the expiry of the
contract contributes to the insured person’s
feeling of trust and reliance, and, thus, in-
creases the perception of the high quality of
service provided by the insurer.

Other factors that substantially deter-
mine the service quality include the price
offered for the service, i.e., insurance pre-
mium. Besides the lowest price, insured
persons will pay attention to the reputation
of the insurance company. However, be-
sides the actuarial calculation of premiums,
and to ensure market competitiveness and
make the offered service economically ac-
ceptable for the insured persons, it is nec-
essary to take account of the demand and
competitors’ prices for the same or similar
service. In possible correction of prices due
to lower prices by the competitors, the in-
surer must also pay attention to its techni-
cal result from this type of insurance. Other
factors that substantially determine the in-
surance service quality include the distri-
bution of service. Insurance service can be
distributed in different ways, through sev-
eral sales channels. The requirement that
insurance policies should be available to
insured persons when the need arises, at an
appropriate site is important and determines
the service quality.

3.2. Client satisfaction

Another factor that determines the in-
surance companies’ success together with
the service quality is the level of clients’
satisfaction with the provided service. If
client satisfaction, as a factor, is viewed
chronologically, it can be observed in sev-
eral stages. The availability of information
the client has or can obtain from the insurer
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characterizes the first stage before a client
makes the decision on buying the insur-
ance service. An insured person can obtain
information on insurance services in several
ways, i.e., through various media the insur-
ers uses to promote their services.

When making a decision on buying an
insurance service or choosing an insurance
company, the primary criterion in econo-
mies with a low standard of living may be
the price of insurance service. However,
a low price can be the result of non-com-
petitive process of insurer’s pricing, i.e., it
can directly point to problems in solvency,
which ultimately leads to the failure to
honour the obligation that the insurer has
toward the insured person and loss of the
insured person’s trust. Consequently, it is
extremely important to present to the in-
sured persons all the details of the service
being offered and terms and conditions un-
der which it is offered (insurance terms and
conditions). Brokers and sales representa-
tives in insurance companies play an ex-
tremely important role in this process. They
are the employees who will gain insured
persons’ trust, which will in turn result in a
high level of client satisfaction.

Insurer’s timely and proper response
during the term of the contract when it is
necessary to change some elements of the
contract, to provide additional clarifications
or, to settle a claim directly affects insured
persons’ satisfaction and their decision on
whether or not they will extend or renew
the contract.

Besides client satisfaction, scholars pay
a particular attention to client loyalty. Client
loyalty typically used to be developed and
maintained through various benefits or
gifts that the insured persons received from
the insurer. However, recently conducted
research suggests that such insurer’s ac-
tions do not directly lead to the increase of

client loyalty. At the same time, it should
be pointed out that such activities are fairly
costly for the insurer. Modern business has
been gradually abandoning the concept of
loyalty and switching to consideration of
how relevant and important a product or
service is for a potential client. The typical
common treatment of the elements of mar-
keting mix no longer satisfies the increas-
ingly demanding clients, who are not a stat-
ic category.

Since the degree of service relevance is
becoming increasingly important, the de-
velopment of a concept named 5P is recom-
mended (Zealley et al. 2018). This concept
was developed to support the elements of
Maslow’s hierarchy of needs. The first ele-
ment relates to the goal and objective of
doing business (purpose). Clients should
feel that the company, an insurance com-
pany, shares and promotes the same values
as they do. Thus, the insurer’s primary goal
should be the security of invested resourc-
es (and consequently the client’s security).
The second element of this concept relates
to the development of the feeling of pride
that clients feel when using the services of-
fered by the company. Insurer’s good repu-
tation will certainly significantly contrib-
ute to this feeling. The third element is the
partnership between the insured person and
the insurer. If clients feel and experience the
insurer’s commitment, their feeling of sat-
isfaction with the service will increase. The
fourth element is the degree of protection,
which in insurance industry is fairly simi-
lar to the first element, and pertains to the
fact that insured persons should feel secure
in doing business with the insurer (secure
in the context of paid premiums, as well as
in the context of claims that should be paid
when the insured event even materializes).
The last, fifth element is service personali-
zation. Clients, the insured persons, must
feel that each insurance service offered to
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them has been tailored to their needs. The
last element is also the most important one
in assessing the relevance of insurance ser-
vice. Thus, the insurance policy should be
designed to accurately correspond to the in-
sured person, to cover the risks they are ex-
posed to, to take account of their frequency
and intensity of the potential harm, duration
of exposure, age, occupation, or any other
risk factor an individual insured person may
be exposed to. Such policies become rel-
evant to insured persons and directly con-
tribute to client loyalty. At the same time,
services personalized in this way provide
the insurer with market advantage and price
competitiveness.

Thus, the insurer’s critical success fac-
tors primarily depend on the service quality
and level of client satisfaction. However,
having in mind the complexity of the in-
surance industry, the successful business
of every insurer will be affected by sev-
eral other elements, such as: the level of

Table 1: Demographic data of the sample

knowledge about the market they do busi-
ness in and the degree of adaptability to
market demands, sales channels the insurers
have at their disposal, legislation and sub-
ordinate regulations, the level of financial
market development, insurer’s technical
capacities, (non-)existence of culture and
habit of buying insurance services, which
pertains to voluntary insurance, etc.

4. EMPIRICAL RESULTS

To determine the critical success fac-
tors in insurance companies in 2018, a
survey was conducted in the Federation of
Bosnia and Herzegovina. The survey was
conducted verbally and in writing. A to-
tal of 217 citizens took part in the survey.
Demographic data relating to the respond-
ents’ gender, age, level of education, marital
status, employment status and monthly in-
come are shown in Table 1.

Male Female
Gender
125 92
A 18-25 26-35 36-45 46-55 56-65 >65
e
& 36 58 46 48 25 4
Secondary
school or College-level Bachelor Master or PhD
Level of education lower
74 22 98 23
Married Single Divorced Widowed
Marital status
129 70 15 3
Employed Unemployed Retired
Employment status
171 38 8
Monthly income (in <500 501-800  801-1,000 1,101-1,500 >1,500 Unknown
BAM) 4 61 37 54 26 35

Source: Authors
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The questionnaire consisted of 40 ques-
tions, classified in three major categories:
demographic data, perception of insurance
(questions 11-15), and quality of insurance
(questions 28-40). Question number 40 was
open-ended and required respondents to list
factors/aspects of business that they believe
insurance companies should improve, with
the aim of increasing quality.

The section below provides an overview
and interpretation of the obtained results ac-
cording to the categories listed above.

4.1. Perception of insurance

A total of 72.35% respondents have in-
surance policies, while 27.65% do not. An
automobile liability insurance policy is held
by 60.37% of the total number of respond-
ents, i.e., by 83.44% of all policyholders.
The average number of policies is 1.83; one
policy is held by 72 respondents, two by
96, and three or more by 119 respondents.
Compulsory vehicle insurance and travel
health insurance prevail. The highest per-
centage of respondents who have insurance
(38.22%), pay the total annual premium
lower than 500 BAM, while 61.15% of pol-
icyholders pay up to 800 BAM.

Respondents, who do not have an insur-
ance policy, listed the following reasons for
not having one: lack of money (61.67%),
lack of interest in insurance (33.33%), lack

Table 2: Perception of insurance

of knowledge about insurance (20%). As
many as 30% of respondents in this group
listed two or more reasons for not having a
policy (out of the five offered responses). A
total of 13.33% respondents stated that the
reason for not having an insurance policy
is that they had not found a suitable offer,
and the same percentage of respondents
pointed out that they do not trust insurance
companies.

Respondents’ replies suggest that pov-
erty and a low standard are the prevailing
reasons for not having an insurance policy.
Due to this fact, the compulsory vehicle in-
surance prevails among the insured persons
as well. Reasons that follow point to the
fact that insurance companies in Federation
of Bosnia and Herzegovina have an inad-
equate marketing approach to the public
(they do not analyze the market, require-
ments and desires of potential insured per-
sons and insufficiently promote their ser-
vices). Educating the public on the need and
significance of insurance and adjusting the
offer to users’ needs must be the focus of
insurance companies.

The existence of a certain negative per-
ception among the respondents related to
the insurance companies’ relationship to-
ward (potential) insured persons, clarity of
services and their prices was partially con-
firmed in responses to questions on percep-
tion of insurance.

Responses
Question SFrongly Disagree Neutral Agree Strongly Total
disagree agree
N % N % % N % N % N %
Insurance

companies are
institutions that
cheat people.

63  29.03 47 21.66

3318 29 1336 6 277 217 100.00
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Responses
Question SFrongly Disagree Neutral Agree Strongly Total
disagree agree
N % N % N % N % N % N %
Insurance
companies do
nothaveagood 5o o5 53 044 53 2443 59 2709 14 645 217 100.00
relationship
toward insured
persons.
Insurance services
offered are 39 1797 43 19.82 31 1429 78 3594 26 1198 217 100.00
incomprehensible.
Insurance services ;1544 36 1659 45 2074 85 3917 24 1106 217 100.00
are expensive.
Insurance services
are unnecessary in 57 2627 89 41.01 46 2120 20 922 5 230 217 100.00

daily life.

Source: Authors

The statement that insurance companies
are institutions that cheat people was rejected
by 50.69% of respondents, a total of 33.18%
was neutral, while 16.13% of the respond-
ents agreed with the statement. A certain
degree of population’s distrust of insurance
companies is obvious. Commitment to cli-
ents, care for them, a high level of prompt-
ness in settling claims and their payment, re-
store trust in insurance. Professionalism and
fair approach are factors that insurers must
continuously work on.

A total of 33.64% of the respondents be-
lieve that insurance companies do not have a
good relationship with the insured persons,
24.43% were undecided while 41.93% of the
respondents rejected this statement. A nega-
tive perception of the insurance companies’
relationship toward insured persons may re-
sult from poor experiences by previous users.

A total of 47.92% of the respondents
agree that insurance services offered are in-
comprehensible, 14.29% could not decide,
while 37.79% of the respondents disagree.
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Education in the area of financial literacy is
necessary. Salespeople must have sufficient
knowledge and patience to explain all the
necessary elements of insurance to users.

A total of 50.23% of the respondents agree
with the statement that insurance services are
expensive, 20.74% of them are neutral while
29.03% disagree. It could be assumed that in-
surance services are expensive for the citizens
of Federation of Bosnia and Herzegovina due
to people’s low standard of living and a great
number of the unemployed.

A total of 11.52% of the respondents
believe that insurance services are unneces-
sary in daily life, 21.20% are neutral while
67.28% of the respondents disagree. These
data are favourable for insurance companies
and suggests the awareness of the need for
the existence of insurance services.

4.2. Quality of insurance

According to the survey results, a total
of 72.35% of the respondents use insurance
services, while 27.65% do not use them.
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Out of those who use insurance services,
59.87% of the insured are satisfied while as
many as 40.13% of insurance users are not
satisfied. A total of 90.48% of the respond-
ents who expressed dissatisfaction circled
one response as the reason for it, 7.93%
of the respondents circled two responses,
and 1.59% of respondents circled three
responses.

Table 3: Quality of insurance

In response to the question if you would
recommend your insurance company to
others, 61.78% claimed they would, while
38.22% that they would not. The data re-
veal that the percentage of those who would
recommend their insurance company is
higher than that of those who are satisfied.
Survey results pertaining to questions 28
to 39, which examined the quality of insur-
ance, are presented in Table 3.

Responses

Question Strongly Disagree

disagree

Neutral

Agree Strongly Total

agree

N % N % N

% N % N % N %

When choosing
an insurance
company,

I attach
importance

to company’s
location and
appearance
(offices, staff,
etc.).

17 783 63 29.03 56

25.81 58 2673 23 10.60 217  100.00

When choosing

an insurance
company,

I attach 4
importance

to company’s
reputation.

1.84 32 1475 24

11.06 94 4332 63  29.03 217  100.00

When choosing
an insurance
service, I attach
importance to
the price of the
service.

0 0.00 7 322 23

10.60 115 53.00 72  33.18 217  100.00

When choosing

an insurance

service, I attach 11
importance to

the profit I gain.

5.07 22 10.14 39

17.97 88 4055 57 2627 217  100.00

When choosing

an insurance
service, [ attach 0
importance to
security.

0.00 0 0.00 7

323 28 1290 182 83.87 217  100.00
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Responses

Question

Strongly
disagree

Disagree

Neutral

Agree

Strongly

agree

Total

N

%

N % N

%

%

N

%

%

The promotion

of insurance

services should 0
be clear and

good.

0.00 0 0.00 12

553 71

3272 134 61.75 217  100.00

Insurance
companies

should treat 0
clients with

respect.

0.00 0 0.00 6

276 36

16.59 175 80.65 217  100.00

Insurance
companies
should settle
and pay claims
quickly and
efficiently.

0 0.00 0 0.00 8

3.69 31

1428 178 82.03 217  100.00

Insurance
services should
be easily
accessible.

0 0.00 0 0.00 15

691 116

5346 86  39.63 217  100.00

Insurers’
salespeople

should always

be well informed 0
and provide clear
answers to all my
questions.

0.00 0 0.00 5

230 49

2258 163 75.12 217 100.00

I am loyal to
my insurance 11
company.

507 43 1981 71

3272 33

1521 59 27.19 217 100.00

1 feel more
secure when

I have an
insurance policy.

9 415 45 20.74 40

18.43 70

3226 53 2442 217 100.00

Source: Authors

For the service quality to be rated as
high, the respondents believed that it is nec-
essary that: insurers’ salespeople are always
well-informed and provide clear answers
to all the questions (97.7% of the respond-
ents), insurance companies should treat cli-
ents with respect (97.24%), the promotion
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of insurance services should be clear and
good (94.47% of the respondents), and the
services must be easily accessible (93.03%
of the respondents). Essentially, when
choosing an insurance service, the respond-
ents attached importance to security (a to-
tal of 96.77% of the respondents agreed
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with the statement), speed and efficiency
in settling and paying claims (96.31% of
the respondents), service price (86.18% of
the respondents), while the level of profit
ranked lowest (66.82% of the respond-
ents). When choosing a company, impor-
tance was attached to the company’s repu-
tation (72.35%), although only 42.40% of
the respondents are loyal to their insurance
company. A total of 56.68% agreed that
they feel more secure when they have an
insurance policy. When choosing an insur-
ance company, the company’s location and
appearance (office, staff, etc.) were least
important, as claimed by 37.33% of the
respondents.

The question “Which aspect of their
work should insurance companies improve

to increase quality?” was answered by
99.08% of the respondents, mainly with
multiple answers. Most respondents cir-
cled the price of services offered by insur-
ers — 63.59%, then the salespeople’s ability
and knowledge — 50.23%, and finally the
procedure of processing and paying claims
— 38.25%. The price of insurance service
had the greatest share in the total number
of responses — 26.80%; it was followed by
the salespeople’s ability and knowledge
with 21.16%, and the procedure of process-
ing and paying claims with 16.12%. The
detailed overview with the number and per-
centage of each individual aspect of their
work that insurance companies should im-
prove to raise the quality of their business
and the share of each aspect of work in total
responses is provided in Table 4.

Table 4: Opportunities for increasing quality of insurance companies

Nr:sn;x:eosf Share of responses in %
Sales of insurance services 20 3.88
Salespeople’s ability and knowledge 109 21.16
Kinds of services they offer 43 8.35
Prices of services they offer 138 26.80
Procedure of processing and paying claims 83 16.12
Promotion of their services 46 8.93
Distribution of their services 23 447
Other 53 10.29
Total number of responses 515 100.00

Source: Authors

4.3. Frequency of responses

Analysis of the frequency of responses
was conducted using the descriptive sta-
tistics in the SPSS software. Table 5 pro-
vides the presentation of the frequency of
responses, from the most to the least rep-
resented. As expected, the most represent-
ed (statistically significant) questions are
those in the interval from 30 to 37, which

illustrate the components of the quality of
operations and providing services to final
users.

If we use the previously described 5P
concept, it can be observed that the most
significant/highest-rated element is the
first one — purpose, which refers to cli-
ent’s security (question 32). The fourth
element which, as we observed, is similar
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to the first one, was also rated high, and
it refers to the security and efficiency in
paying the claim/insured amount (protec-
tion; question 35). They are followed by
questions that can fall within categories,
related to the personalization of service
and partnership between the insured and
the insurer (respect for the client, knowl-
edgeable salespeople, accessibility of

Table 5: Frequency of responses

service, affordable price of the service,
clear and good promotion of insurance
services etc.). These results correlate with
the results confirmed in economic litera-
ture relating to the 5P concept, which rate
the elements of the fifth category as the
most significant (from the user’s aspect)
when rating the relevance of insurance
services (Zealley et al. 2018).

N Mean

32.When selecting an insurance
service, I attach importance to
security.

217 481

Dev.

Std.
Error

Kurtosis
Statistic

Skewness
Statistic

Std.
r

A7 2447 165 5.354 329

35.Insurance companies should
settle and pay claims quickly
and efficiently.

217 478

495 -2.259 165 4.360 329

34.Insurance companies should

treat clients with respect. 207

4.78

478 -2.089 165 3.673 329

37. Insurer’s salespeople should
always be well- informed and
give clear answers to all my
questions.

217 4.73

495 -1.595 165 1.650 329

33.Promotion of insurance
services should be clear and
good.

217 456

599 -1.026 165 052 329

36.Insurance service should be

easily accessible. 217

433

.600  -.280 .165 -.637 329

30.When choosing an insurance
service, I attach importance to
the price of service.

217 4.16

737 -755 165 671 329

29.When choosing an insurance
company, I attach importance to
the company’s reputation.

217 3.83

1.064 -.770 165 -280 329

31.When choosing an insurance
service, I attach importance to
the profit I gain.

217 3.73

112 =792 165 -.031 329

39.1 feel more secure when I

. . 217
have an insurance policy.

3.52

1.187  -360 165 -967 329

20.I behave in accordance with

my religious beliefs. 217

3.47

872 -310 165 .080 329
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Std.  Skewness Kurtosis Std.

N Mean Dev. Statistic Statistic Error
38.1am loyal tomyinsurance 1, 540 91 57 165 -1.065 329
company.
13.Insurance services thatare ), 50,550 93 165 -1239 329
offered are incomprehensible.
14.Insurance services are 207 304 1327 -2 165 -1.239 329
expensive.
28. When choosing an insurance
company, L attach importance ., ., 303 40 g5 165 -909 329
to the company’s location and
appearance (offices, staff, etc.).
12.Insurance companies do not
have a good relationship toward 217 2.81 1.247 112 .165 -.600 329
insured persons.
11.Insurance companies are
institutions that cheat people. 207 239 1122234 165 -879 329
13.Insurance services are 217 218 1093 1.098 165 3.025 329
unnecessary in my daily life.
Valid N (listwise) 217

Source: Authors’ calculations

The use of Likert scale and descriptive
statistics in the SPSS software reveals that
security is a priority, when choosing an in-
surance company. This highlights the insur-
ance companies’ obligation to pay a particu-
lar attention to this factor. Other high-rated
elements include fast and efficient payment
of claims; salespeople’s relationship to in-
sured persons (salespeople’s respect and
knowledge), clarity of promotion and acces-
sibility of insurance service. Security that
results from holding an insurance policy
and insured person’s loyalty to the insurer
are the reflections of insurer’s relationship,
adequacy of fulfilling/paying claims and
monetary resources that (potential) insured
persons have at their disposal.

Company’s reputation also ranked high,
and, therefore, a due attention should be
paid to building trust. Price is a very impor-
tant factor, as well as the possibility to gain

profit and contractual obligations related to
the payment of claim. Payment of claims is
the basis of signing an insurance contract.
The materialization of an insured event re-
veals facts about the insurer and their prom-
ise to pay the claim. The renewal of insur-
ance contract and spreading a favourable
word of mouth about the actual insurer de-
pend on whether the insurer has lived up to
the insured person’s expectations.

5. CONCLUSION

Crucial success factors are skills,
knowledge and resources that provide a
company with competitive advantage. In
the insurance industry, critical factors in-
clude service quality and client satisfaction,
while the degree of service relevance can
be assessed using the 5P concept, which, in
turn, implies the achievement of five goals:
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purpose, pride, partnership, protection,
and personalization, i.e., clients’ security,
satisfaction with the insurer’s reputation,
partnership, insured persons’ protection and
service personalization. The research in the
FBiH revealed that the respondents highly
valued these factors. However, the research
also revealed that the population in BiH
does not have sufficient knowledge of in-
surance, of its possibilities and significance,
while financial literacy is insufficiently ac-
knowledged and, therefore, a large number
of the respondents do not feel more secure
with the insurance policy, or do not have
one.

The research limitation is related to the
limited number of respondents, and the
exclusive focus on insured persons and
their perceptions of the quality and satis-
faction with the service provided by insur-
ance companies. Besides, processing and
presentation of the results used the basic
instruments of descriptive statistics. Future
research should cover a bigger number of
respondents, examine the views of both
insured persons and salespeople and de-
termine causal relations in views of these
groups of respondents using inferential
statistics.
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KRITICNI CIMBENICI USPJEHA DRUSTAVA ZA
OSIGURANJE

Sazetak. Tema ovog rada su kriticni cimbe-
nici uspjeha, s fokusom na drustva za osiguranje.
Ne postoje kriticni cimbenici uspjeha zajednicki
za sva poduzeca, podrucja i aktivnosti. U drus-
tvima za osiguranje, oni prvenstveno ovise o0
kvalitetu usluge te razini zadovoljstva korisnika.
U suvremenim uvjetima poslovanja, poseban se
znacaj pridaje usluzi. Stoga se predlaze koriste-
nje koncepta 5P, Cije su sastavnice svrha poslo-
vanja (purpose, engl.), ponos, partnerstvo, sigur-
nost/zastita (protection, engl.) te personalizacija,
kao c¢imbenici, koji odreduju zahtjeve, potrebne
za percepciju usluge drustva za osiguranje kao
visoko kvalitetnog, ali i za postizanje zadovolj-
stva te izgradnju lojalnosti klijenata. U radu se

predstavljaju  rezultati istrazivanja percepcije
osiguravateljne usluge te cimbenici postizanja
kvalitete osiguranja u entitetu Federacije Bosne
i Hercegovine (FBiH). Rezultati istraZivanja od-
govaraju konceptu 5P te otkrivaju cimbenik si-
gurnosti kao najznacajniji za osiguranike. Brza
i ucinkovita isplata Steta, stav prodajnog osoblja
prema osiguranicima, koji se moze opisati u ter-
minima posStovanja i poznavanja poslovne pro-
blematike, kao i jasnoéa promocije te dostupnost
osiguravateljne usluge, takoder su se plasirali na
visoke pozicije u istraZivanju.

Kljuéne rije€i: kriticni cimbenici uspjeha,
drustva za osiguranje; koncept 5P

233





