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Abstract: The purpose of this paper is to determining the present condition of service quality and the 
study of the implementation of total quality management and its emphasis on the five main principles 
namely customer satisfaction, continual improvement, Involvement of people, process approach and 
finally systematic approach in insurance companies in order to determine how TQM principles affect 
service quality improvement in Iran Insurance Industry and eventually the presentation of an optimal 
model. The research method was applied and Survey–Correlation and the statistic population is three 
companies based in Iran: Dana, Alborz ,Iran Insurance Companies including the managers, employee 
and customers. Using Morgan table, the sample volume for managers is 203, employee 312 and 
customers 385 people which have been selected by simple random and clustering sampling. The data 
collected tools are six questionnaires related with the five gaps of service quality and TQM Principles, 
which its validity with Content method and their Reliability by Cornbach method have been confirmed. 
In order to analyze the data, Spearman correlation method, Wilcoxon tests method, Mann-Whitney 
assessment method and ANOVA method have been used. Research Findings show that rate of present 
service quality as %52/2 from the customers' point of view and also they estimated the rate of five gaps 
in service quality as %-2/5, %2/7, %-2/5, %-0/2 and %-1/6 for the first through fifth gaps respectively; 
these represent inappropriate service quality in industry. Also the results represent that there are reverse 
proportion between the fifth principles of total quality management and the components of service 
quality gaps. The importance of the current study is not only to determine the service quality condition 
insurance industry based on gap model but also to analyze TQM principle relation with the components 
of quality's fifth gaps and it shows that to carryout this principle in insurance by not using quality gaps 
would be effective on service quality. The great problem, however, in running total quality 
management is that this kind of point of view in every organization would face with its difficulties 
according to its goals and conditions. There for it would be run as a framework in every organization. 
The present study presented an optimal model to improve service quality emphasis on total quality 
management in insurance industry. 
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INTRODUCTION 

 
 Quality is one of the most expected by customer's aspect of almost all service products. High and unique 
quality is a way to win customers and make them loyal for a long time. Management literature proposes many 
concepts and approaches concerning how to deal with service quality. There are also many different concepts 
how the notion “service quality” should be understood (Urban, 2009). The perception of service quality has 
been extensively studied during the past three decades. Owing to the intangible, heterogeneous and inseparable 
nature of services, service quality has been defined as ‘‘the consumer’s judgment about a product’s overall 
excellence or superiority, or ‘‘the consumer’s overall impression of the relative inferiority/superiority of the 
organization and its services'. Many models have been developed to measure customer perceptions of service 
quality (Martinez & Martinez, 2010). 
 The general philosophy and attitude which is based on marketing principles in insurance industry are "since 
no one buys the products, rather they should be sold". Therefore insurance organizations by using appropriate 
measures such as ideal service, quality and policies of encouragement should motivate the public to buy the 
products. But today this problem in order to put forward the private sector contribution in Iran's insurance 
industry is serious and is becoming increasingly more serious. So it is easy to understand that one of the 
successful factors in insurance companies is the use of management theories especially total quality 
management because the main centre of total quality management is attending to customers needs and continual 
improvement of all products, services and processes. The great problem, however, in performing total quality 
management is that this kind of attitude in every organization according to its goals and conditions would face 
with its difficulties and it wouldn't be performed as a framework in any organization. Hence, the present study 
will investigate TQM approach with emphasis on these five principles in insurance industry so that it recognizes 
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how the performance of TQM principles can affect on service quality improvement and what is an optimal 
model of service quality improvement in Iran's Insurance Industry? 
 
Literature Review:  
The Emergence & Concept TQM: 
 Global competition and economic liberalization are creating opportunities for organizations. They use 
“quality” to compete with other organizations to improve their market share. TQM is one of the important 
quality improvement techniques, which many firms are using to achieve success. TQM has been widely 
implemented throughout the world across different industries and sectors. The implementation of TQM has 
given them positive results (Bhat and Rajashekhar, 2009). TQM has been described as a new way of thinking 
about the management of organizations, a comprehensive way to improve total organizational performance and 
quality, an alternative to“management by control” and ultimately, as a paradigm shift. (Fotopoulos and Psomas, 
2010). Although originally applied to manufacturing operations, but In the late 1980s, corporations such as 
American Express finally began abstracting and applying TQM to the service sector (Kumar, et al., 2011). 
 The purpose of TQM is to provide a quality product or service to customers, which will, in turn increase 
productivity as well as customer satisfaction and decrease the cost With a higher quality product/service and 
lower price, competitive position and customer satisfaction in the marketplace will be enhanced. TQM is a way 
of managing the industries to improve product as well as service quality and the overall efficiency of production 
and other operations (Kumar, et al., 2011). TQM is a management philosophy that is based on a set of 
theoretical principles that seek to mobilize organizational resources to increase stakeholders’ satisfaction.(Das, 
et al., 2011) and that is a compilation of various processes, systems, committed people, transparent 
communication and culture for customer satisfaction.(Kumar, et al., 2011) 
 
Service Quality Concept: 
 The emergence of quality as a top priority in many corporate entities is primarily due to the globalization of 
world trade and the competitive pressure brought about by the escalating demands of consumers, who want 
better products and services. According to (Feigenbaum, 1999), the key is transforming quality from the past 
emphasis upon the reduction of things gone wrong for the customer, to emphasize upon the increase in things 
gone right for the customer, with the consequent improvement in sales and revenue growth Creating better 
planning, better external and internal focus, better design, strengthening weak processes and protecting strong 
areas, which give organizations an edge over their competitors, is being achieved through total quality 
management (TQM). It ensures that the voice of the customer is always matched by the voice of the processes 
(Fotopoulos and Psomas, 2010). Since the service quality is very important in surviving and profit making of an 
organization, it affects in customer's satisfaction and motivation after shopping positively and customer's 
satisfaction also affects in tendency toward shopping positively. (kuo, et al., 2009). Quality has been generally 
defined as “fitness for use” and “those product features which meet customer needs and thereby provide 
customer satisfaction” These basic definitions are commonly accepted and can also be applied in service 
management. (Juga, et al., 2010). Service quality can have many different meanings in different contexts. For 
example, (Bitner and Hubbert, 1994) defined service quality as ‘‘the consumer’s overall impression of the 
relative inferiority or superiority of the organization and its services’’. (Parasuraman, Zeithaml and Berry, 1985) 
defined perceived service quality as ‘‘a global judgment, or attitude relating to the superiority of a service’’ and 
noted that the judgment on service quality is a reflection of the degree and direction of discrepancy between 
consumers’ perceptions and expectations. (Rajasekhar, et al., 2009) 
 Service quality has been conceptualized as an overall assessment of service by the customers. It is a key 
decision criterion in service evaluation by the customers. Perceived service quality is believed to be resulting 
from comparison between customers’ prior expectations about the service and their perceptions after actual 
experience. Besides service outcomes, service quality perceptions also involve evaluation of the service delivery 
process. Hence, conceptualization of service quality ought to include both the process as well as the service 
outcomes. A firm’s ability to serve the customer needs as well as to maintain its competitive advantage also 
affects the customer perception of service quality (Ganguli and Roy, 2010). 
 
SERVQUAL Model: 
 The conceptualization and measurement of service quality has been dominated by the use of the 
expectancy-disconfirmation paradigm and the related service quality model and SERVQUAL instrument. 
According to this model, service quality is based on a comparison of customer’s expectations with perceptions 
of the service actually received. (Juga, et al., 2010). The authors developed SERVQUAL, a five-dimension scale 
which represent Tangibles, Reliability, Responsiveness, Assurance, and Empathy (see Table I). This framework 
and scale have been widely used in various industry segments ( Zeithaml,et al.., 2006). 
 (Zeithaml, Parasuraman and Berry, 1990) emphasized four basic characteristics of services: intangibility, 
perishability, heterogeneity, and simultaneity. More specifically, intangibility suggests that services are 
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performances only experienced by the customer. Perishability indicates that a service cannot be produced and 
stored for future use. Heterogeneity reflects that the performance of the producer and customer’s perception are 
often different from producer to producer, customer to customer, and from day to day. Thus, services are 
inherently variable and lack consistency. Lastly, simultaneity means the production of the services occur at the 
same time as consumption. Thus, a customer cannot judge the quality of the product Prior to using it. (Lee, et 
al., 2010) 
 
Table 1: Five dimensions of service quality. 

Dimension                                                           Explanation                                                                              
Tangibles                                       Physical facilities, equipment, and appearance of personnel                        
 Reliability                                      Ability to perform the promised service dependably and accurately           
Responsiveness                              Willingness to help customers and provide prompt service.                        
Assurance                                       Knowledge and courtesy of employees and their ability to inspire             
                                                        trust and confidence                                                                                     
Empathy                                        Caring, individualized attention the firm provides its customers                

Note. From (Parasuraman, et al., 1988). 

 
 However, (Cronin and Taylor, 1992) criticized SERVQUAL and proposed an alternative scale called 
SERVPERF. It includes all the SERVQUAL scale dimensions, but uses only service performance (perception) 
as a measure of customer perceived service quality instead of the gap (between expectation and perception) 
approach of SERVQUAL (Wong, et al., 2010). 

 
Service Quality Qap Model: 
 Among many concepts of service quality, the service quality gaps model plays an unquestionably 
significant role in the service management literature. Gaps approach proposes precious propositions on how the 
notion “service quality” might be understood and how the service quality emerges across a service organization. 
(Urban, 2009) 
 (Parasuraman, et al., 1985) thinks that the cognition level of service quality is evaluated by The difference 
between pre-sell service expectation and after-sell service perceptions. Therefore, the bank, credit card, security 
agent and product maintenance, etc industries were processed using exploration study to further establish service 
quality model. The model is mainly to explain the reason that the service quality of the service industry cannot 
meet the customer demands, and considers that in order to meet the customer demands, it is necessary to break 
through the five service quality gaps in the model. These five gaps respectively are:( Figure 1). 
(1) The difference between customer expectation and manager cognition.  
(2) The difference between manager cognition and service quality standard. 
(3) The difference between service quality standard and provided service. 
(4) The difference between provided service and external communication. 
(5) The difference between customer cognition service and expected service. 
 

 
 

  . Fig. 1: Model of service quality gaps 
 

 (Parasuraman, et al., 1985) thinks that Gap 5 is the function of Gap 1 to Gap 4, which is Gap 5 = f (Gap 1, 
Gap 2, Gap 3, Gap 4), among which Gap 1, Gap 2, Gap 3, and Gap 4 are from the service provider, which 
originated from the internal organization, and Gap 5 is decided by the customer, which originated from the 
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difference between customer expectation and actual perceptions. In order to satisfy the customer, the difference 
of Gap 5 needs to be shortened, therefore, directly considering the customer expected service standard and 
actual perceptions service standard will be allow the evaluation of the overall service quality result, which is the 
value of Gap 5 (YuanHu, et al., 2010). 
 (Parasuraman, et al., 1988) used ten service dimensions as the foundation to develop 97 questions and 
adopted the concept of service quality is originated from the difference between customer expected service and 
cognition service, which is Q (service quality)= P (Perceptions) –E (Expectations), to process questionnaire 
investigation and analysis, using the factor analysis method to find the service quality scale with good reliability 
and validity. This scale is formed using five dimensions and 22 service quality questions. The scale is called 
“SERVQUAL”, and the five dimensions of the scale respectively are Tangibles, Reliability, Responsiveness, 
Assurance and Empathy.(YuanHu, et al., 2010). 
 
Research Hypothesis and Aims: 
 The aim of the present study is to determine the status quo of service quality and a survey of total quality 
management's implementation focusing on five main principles such as customer's satisfaction, sustainable 
improvement, staff cooperation, attention to task processes and systematic viewpoint in insurance companies. 
That is to present an ideal model finally and determine the effective way of TQM principles on service quality 
improvement. Therefore in this regard there are two main research hypotheses. In the first hypothesis there is 
significant relation between the principles of total quality management and the components of service quality 
gaps. In the second hypothesis there is a significant relation between the principles of total quality management 
and the components of Servqual model. 
 

MATERIALS AND METHODS 
 
 The research method was applied and Survey–Correlation and The statistic population includes the all 
managers, staff and customers of Iran's three insurance companies of Alborz, Iran and Dana. By using Morgan 
table the sample volume for managers is 203, employees 312 and customers 385 people that has been selected 
by simple random and clustering sampling. The data collected tools are six questionnaires related with the five 
fold gaps of service quality and TQM principles whose validity by content method and reliability by Cronbach 
method have been confirmed and for the first through fifth gaps are respectively 0.877, 0.758, 0.944, 0.878 and ( 
two questionnaires 0.916 and 0.959) also TQM principles questionnaire 0.988. In order to analyze the data, there 
have been used Spearman correlation, Wilcoxon tests, Mann-Whitney assessment and ANOVA methods. 
 
Results: 
 The condition of service quality determines on the basis of service gap model by considering the fifth gap 
that is the difference between customers' expectations and believes from received services. This gap is the result 
of the first four fold gaps. The fifth gaps' measurement is done on the basis of Servqual model. The results of 
Servqual model show that the range of customers' satisfaction from the presented service quality is %52.2. By 
considering the range of customers satisfaction %90.44 and the range of their understanding from service 
quality %52.2, there is a gap of %38.24. Furthermore in order to measure the service quality condition, there is a 
survey the service five fold gaps in which the received results are shown in Table II.  
 
Table 2: The rate of service quality gaps. 

Gap1 Gap2 Gap3 Gap4 Gap5 
-2.5 2.7 -2.5 -0.2 -1.6 

 
 As you see in Table 2, there are gaps in all five status so that the rate of the gaps is all negative and the rate 
of the second gap is only positive because insurance industry managers have misconception about customers' 
expectations. The service quality characteristics in second gap have been based on such a misconception. 
Therefore although the gap extent is a positive number, it accounts for misconception of customers' expectations 
by insurance companies' managers and this leads to the practical standards selection to offer services. This 
subject approves the effect of the rate in second gap in low service quality.  
 In order to survey the first hypothesis, first of all by considering the method components of service quality 
gap and TQM principles, the relation between the components of each principles of total quality management 
has been surveyed in order to separate and make fit  the components with each five fold principles of total 
quality management. Hence through content and conceptual study and survey of theoretical discussion about 
TQM principles and service gaps components, the results shown in Table 3.  
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Table 3: The relation between TQM principles & service quality gaps components. 
            TQM Principles Service Quality Gaps Criteria 

 
1- customers' satisfaction 1-scietific research and studies 

2-fitness of occupation & employee 
 3-fidelity 

2- continual improvement 1-control system of management 
2-role ambiguity 
3-performing control system 
4-role contradiction 

3- Involvement of people 1-group work 
2-horizontal communication 
3-bilateral communication 

4- process approach 1- duties standardize 
2-management levels 
3-fitness of occupation & technology 

5-systematic approach 1-outstanding management commitment 
2-attention to aims 
3-understanding feasibility 

 
 Now by considering Table 2 the research theoretical framework about the first hypothesis is that since the 
service quality gaps exist in insurance industry, TQM five fold principles should be used to leave out these gaps 
and improve the service quality at the end. That is if five fold principles of total quality management perform in 
Iran's insurance industry, it leads to leave out the service gaps which are shown in Figure 2. 
 

 
 
Fig. 2: How TQM five fold principles affect on service quality improvement. 

 
 Therefore, there is a reverse relation between total quality management and service quality four fold gaps 
consequently. The gap of service quality lower by using and performing total quality management principles 
and that is the reason of reverse meaningful relation between TQM principles and service quality gaps. The 
results of Spearman assessment show that there are reverse relation between customers' satisfaction, sustainable 
improvement, staff cooperation, attention to task processes systematic viewpoint principles and related 
components of service gaps with quotients of -0.745, -0.833, -0.747, -0.790, -0.895 respectively. And Wilcoxon 
assessment results also approve the research first hypothesis. That is there is a meaningful reverse relation 
between TQM principles and service quality gaps which the service quality gaps decrease by performing TQM 
principle. 
 But, the theoretical framework in representing the second hypothesis is that since the condition of service 
quality according to Servqual model in insurance industry is low in order to improve it there should be a 
struggle in leaving out the fifth gap. Hence there is a belief that by applying total quality management principles 
and Servqual components by improvement in Servqual components this gap leaves out and a direct relation 
between TQM principles and Servqual components takes place. In order to survey this hypothesis, there is a 
survey of the rate and kind of correlation between TQM principles and Servqual components by using Spearman 
and Pearson correlation test. The results were 0.825, 0.875, respectively. It means that by performing TQM 
principles, there is an improvement in physical dimension, reliability, responsibility, assurance and empathy 
which leads to lowering the fifth gap. 
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Table 4: Mann- Whitney test results between TQM principles and Servqual scales. 
TQM 

Mann-Whitney U 9275.500 
Wilcoxon W 72821.500 

Z -18.687 
Asymp. Sig. (2-tailed) .000 

 
Table 5: ANOVA test results between TQM principles and Servqual scales 

Sum of Squares df Mean Square F Sig. 
Between Groups 203984.300 1 203984.300 587.808 .000 
Within Groups 231118.970 666 347.025   
Total 435103.269 667    

 
 Also, according to the results derived(Tables 4 & 5) of the Mann-Whitney and ANOVA tests we can 
conclude that approve the research second hypothesis. Totality by approving the research hypothesis the 
conclusion is reached that if the service quality according to Servqual model components in an organization 
decreases, the fifth gap happens, so we should leave out the fifth gap to improve service quality and it is 
possible by leaving out the quality's four fold gaps. It can be done by applying and performing the five 
principles of total quality management. It means that by applying TQM principles we can affect on service gaps 
components in insurance industry and leave out them which affects on Servqual model components indirectly 
and leads to leaving out the fifth gap and improve the service quality in insurance industry finally. In order to 
determine the effective rate of total quality management principles, we surveyed the correlation rate of TQM 
principles and the related components of service quality gaps. The results are in the followings respectively: % 
86 systematic approaches, %85 continual improvement, %80 processes approaches, %78 customers' 
satisfaction, %76 Involvement of people. It shows that systematic and staff cooperation have the most and the 
least effect on service quality respectively. 
 lastly considering what we went before we illustrate the proposed model in figure3, According to the 
proposed model, in order to improve the service quality we can affect the components of quality four fold gaps 
by implementation TQM five principles and emphasis on characteristics and tools which apply in total quality 
management separately and leave out the service quality gaps. Therefore by leaving out four fold gaps, five fold 
gaps also leaves out and lastly an improvement in service quality. 
 

 
 
Fig. 3: The suggested model. 
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Conclusions: 
 The purpose of the current paper is to determine the status quo service quality condition and survey the 
implementation of total quality management in insurance companies, So that we will have an optimal model and 
determine the effective way of TQM principles in service quality improvement. The results on the basis of 
Servqual model shown to determine service quality condition. The rate of customers' satisfaction by receiving 
services are %52.2, and according to the rate of customers expectations (%90.44) and the rate of their 
perceptions of service quality (%52.2), it shows the gap of %38.24. Also the five fold were recognized 
according to service gap method. The results derived from hypothesis tests by using Spearman test show that 
there is a reverse relation between customers' satisfaction, continual improvement, Involvement of people, 
processes approach, systematic approach principles and components related to service gaps with quotients -
0.748, -0.833, -0.747, -0.790, -0.895 respectively. The results of Wilcoxon test also approved research first 
hypothesis. It means that there is a meaningful reverse relation between service quality gaps and TQM 
principles. It represents that the service quality gaps decrease by performing TQM principles and there is an 
improvement in service quality finally. Furthermore these principles of systematic approach, continual 
improvement, processes approach, customers' satisfaction and Involvement of people with quotients of %86, 
%85, %80, %78 and %76 respectively affect in lowering the quality's five fold gaps. The research second 
hypothesis was approved by using Spearman, Pearson correlation test and with quotients %825 and %878 
respectively. It means that the implementation principles of total quality management in insurance industry will 
strengthen and improve Servqual model scales as well as service quality improvement. Therefore, we can 
conclude that by applying five principles of total quality management, the components based on service gap 
method make four and finally five gaps and then were left out. They improve service quality under positive and 
direct effects on Servqual scales. And according to the findings at the end the proposed model was planned. 
By considering the research results and suggested model there are recommended in the followings: 
1. Insurance companies' managers should collect and process defined criteria and components of service 

quality firstly as indices of organization performance quality management. Secondly they should run 
advanced learning levels for introduction, importance and effects of total quality management approach to 
improve the service quality. Because performing a successful TQM, calls for an outstanding management 
commitment. 

2. Managers in performing these principles simultaneously and the rate of TQM principles on service quality 
emphasize their order and effectiveness priority.  

3. It could be possible to prepare healthy and constructive competition ground in insurance industry by using 
various promotion ways such as introducing a top service quality company after selecting service quality 
standards in order to apply total quality management in insurance companies. 

4. It should be noticed when performing total quality management is effective that it leads to a change in an 
organization's culture. Since it makes time and there is also staff stability against changes, therefore 
buildings it up take patience and immediate result is not reasonable. 
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