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Abstract—Customer satisfaction and loyalty is gradually becoming the key factors that influence profits and long-term developments of insurance companies. Based on quality-satisfaction-loyalty chain, this study developed and empirically tested a model examining the relations among perceived quality, perceived value, satisfaction, trust and repurchase loyalty in the context of Chinese insurance market. An empirical study, carried out to test the motivational process model and hypothesized casual relationships finds overall support. In conclusion, satisfaction is directly influenced by perceived quality and perceived value and has an indirect influence on loyalty mediated by trust. Implications of this research for marketers and consumer psychologists are discussed and suggestions for future research are provided.
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I. INTRODUCTION

Insurance industry is one of the pillar industries of Chinese financial service sector. In the new economic environments, insurance industry will focus on competition of customer resources, especially on high quality customers. With rapid development of Chinese insurance market and China entering WTO, foreign insurance companies have totally entered into China by the end of 2004. World-wide deregulation, the emergence of new forms of technology, industry-wide consolidation, higher customer expectations, and new economies of scale has created highly competitive market conditions in the financial services industry [1], [2].

The competition between domestic and foreign insurance companies will become increasingly intense. The characteristics of insurance products, insurance contracts and insurance services determine that scrambling customer resources and satisfying customers’ needs has become the base of building insurance companies’ core competence. Thus, customer satisfaction and loyalty will play an important role in the long-term development of the insurance companies in the competition environment.

Recent work on the determinants of company profitability and revenue growth has emphasized the central importance of perceived quality, perceived value, customer satisfaction, and loyalty to the company's profit chain [3],[4]. Many firms allocate substantial resources to measuring and monitoring quality, satisfaction, and loyalty to retain customers and improve performance. Also, quality-satisfaction-loyalty relationship chain is one of the research focuses of marketing researchers. However, high levels of perceived quality and customer satisfaction are not sufficient to promote customer loyalty in many industries. What’s more, the extent to which service quality is linked to satisfaction, perceived value and behavioral outcomes continues to be debated in the literature [5]. To establish a valid link between satisfaction and repurchase behavior has not been easy for most firms [6]. As a result, efforts that can improve how, when, or why quality and satisfaction can predict or explain purchase intention and loyalty have received greater attention among business practitioners and academics recently [7]–[9]. 

The purpose of the research reported here is to test the relationship between perceived quality, perceived value, customer satisfaction, customer trust and repurchase loyalty within a quality-satisfaction-loyalty chain framework in Chinese insurance market. The research builds on findings from the quality-satisfaction-satisfaction research literature and discusses the formation process of customer satisfaction and loyalty of Chinese insurance industry empirically. Consequently, this paper will construct the Quality-Satisfaction-Loyalty Chain System of Chinese insurance industry. 

II. LITERATURE REVIEW AND CONCEPTUAL FRAMEWORK
A. Quality-satisfaction-loyalty chain
Theoretical and empirical research has indicated that performance of products/services causes customer satisfaction and sequentially influences customers’ purchase behavior [10]. While focusing on attracting new customers in the past, the marketing strategies today are concentrated on securing and improving customer loyalty. The main reason for this new emphasis is the awareness of the economic consequences of customer satisfaction and customer loyalty ([11], [12]; See also Fig. 1).
However, based on extensively recognized quality-satisfaction-loyalty relationship, more and more researchers point out that few empirical studies have tested the entire relationship between quality, satisfaction, and loyalty [13], [14]. Understanding the processes underlying consumer perceived quality, perceived value, satisfaction and loyalty and the conditional boundaries of these relationships would provide a better foundation for model building [15]. At the same time, [16] pointed out that under the present circumstances, where customers are becoming more demanding and increasingly mobile between competing financial providers, being customer-oriented is not enough; It is necessary to enrich service product research in quality, satisfaction and loyalty research fields. The importance of including a service category with respect to emerging research on satisfaction should be stressed, especially for financial services. However, [17] for instance argue that because of heterogeneity, it is extremely difficult to develop realistic standards of service performance. Intangibility also makes understanding satisfaction more difficult and more important [18]. Especially, insurance is abstract, complex, and focused on future benefits that are difficult to prove (financial protection, etc) [19]. Given this context, it’s necessary to explore and test quality-satisfaction-loyalty chain model within the service industry. We build our base model (see Fig. 2):
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Fig. 2 shows the basic causal sequential relationship between quality, satisfaction and loyalty. But does quality have direct influence on satisfaction and also satisfaction on loyalty? Is there any construct that mediates the quality-satisfaction-loyalty chain? The study will import new variables into the chain system based on literature review and test it empirically; accordingly entire quality-satisfaction-loyalty chain of Chinese insurance industry will be built.

B.  The impact of perceived value and customer trust on quality-satisfaction-loyalty chain
a. Perceived value and extended model 1
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Based on recent literature, the concept of value is connected with quality and customer satisfaction. Customer satisfaction, quality, and value have often been identified as predominant causes of buying behavior [20], [21]. In service marketing, perceived value is the consumer's overall assessment of the utility of a product based on perceptions of what is received and what is given [21]. Reference [22], [23] showed that customers’ perceived value had a strong and significant impact on satisfaction, but it was mediated through satisfaction in influencing customers’ repeat purchase behaviors. Reference [24] also found that value moderated the service quality-satisfaction relationships. Reference [3] argue that the first determinant of customer satisfaction is perceived quality and the second determinant is perceived value. Based on the above review, we extend the base model to extended model 1 (see fig. 3): 
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Extended model 1 hypothesize that perceived quality and perceived value both have direct impact on satisfaction. At the same time, perceived quality has direct impact on perceived value, which means that perceive quality also has indirect influence on satisfaction through perceived value.
b. Customer trust and extend model 2

Both practitioners and academics agree that consumer loyalty and satisfaction are linked inextricably. They also understand that this relation is asymmetric. Although loyal consumers are most typically satisfied, satisfaction does not universally translate into loyalty [9], [25]. This shows that acquiring high satisfaction doesn’t mean companies can retain customers. So satisfaction does not always transform to loyalty which means some mediating factors are needed to catalyze this relationship.

Research and perspectives outside marketing and consumer research highlight a variety of organizational, political, social, and technological aspects of a customer's environment which help shape the satisfaction-loyalty relationship. We refer to those collectively as the trust environment [26]. Trust, in a customer or consumer behavior context, is defined here as the attainment of a level of satisfaction and resulting loyalty at which customers are comfortable forgoing problem solving behavior. The definition is similar to those in other domains including economics, where trust is a calculation of the likelihood of future cooperation. Based on this, [27] test the satisfaction-trust-loyalty relationship of Taiwan banks empirically, which indicates that satisfaction influences loyalty through trust. Reference [28] finds that the positive effect of satisfaction on loyalty should increase at a moderate to high level on the satisfaction continuum as customers move from problem solving to more routine purchase behavior in service fields. Reference [29] suggests that customers who are committed to a relationship might have a greater propensity to act because of their need to remain consistent with their commitment. Therefore, it is hypothesized that: Customers’ trust positively affects customers’ behavioral loyalty.

Based on the above literature, we hypothesize that trust is the mediating variable of effects of satisfaction on loyalty. We extend the extended model 1 to extended mode 2 (see Fig.4) which is also the research model of this paper.
III. SAMPLE DATA AND RESEARCH METHODS
A. Sample and data collection

The data of this research study is from the survey of big 4 Chinese insurance companies implemented by China Business Research Center (CBRC), Tsinghua University. Subjects for the study were complete randomly sampled through CATI (Computer Aided Telephone Investigation) from 50 main cities in China. The screening questions are, “Have you contacted with any insurance company within the last one year?” and “are you over 18 years?” Those who answer both “yes” are the qualified subjects. The subjects only answered the questions about the insurance they contacted with within one year. The surveyed companies include PICC (People’s Insurance Company of China), Ping an (China Ping An Insurance Co., Ltd.), CPIC (China Pacific Insurance Company Limited), China Life Insurance (China Life Insurance Co., Ltd.). The total sample size is 1015 which includes 257 PICC’s customers, 253 Ping an’s customers, 253 CPIC’S customers, and 252 China Life’s customers.

B. Measurement of the constructs
In-depth interviews were first carried out with ten financial services consumers of different gender, age, education and income in order to get a better understanding of the research variables. Additionally, preliminary versions of the questionnaire were administered and pretest and results were used to improve measures and design an appropriate structure. All scales consisted of 10-point multiple-item Likert questions, ranging from “1=totally disagree” to “10=totally agree”.
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Perceived quality was measured using a seven-item scale: “Is this insurance company in your convenience?”, ”How about the attitude of service staff of this insurance?”, ”How about the insurance company’s working efficiency”, ”Do this insurance company’s insurance categories satisfy your needs?”, ”Is the service of the company quick and professional?”, ”Do the further service satisfy your needs?”, and “Please give a overall service quality assessment of this company”. Perceived value was measured using a two-item scale adapted from [3]: “assessment of quality given price and loss ratio” and “assessment of price and loss ratio given quality”. Customer satisfaction was also measured (with items) adapted from [3]: “overall satisfaction”, “expectancy disconfirmation (performance that falls short of or exceeds expectations)”, “satisfaction versus the competitors’ product or service” and “satisfaction versus the customer's ideal product or service”. Based on [30], loyalty was approached by single item “repurchase likelihood”. Following [31] and [32], customer trust in the company was also measured by single-item: “This insurance company is trustworthy”. The use of single-item scales is common in services marketing literature (e.g. [33]-[35]). 
IV. DATA ANALYSIS AND EMPIRICAL RESULTS

The discussed theoretical consumer model can be translated to a statistical LISREL-model. A LISREL-model contains two components: a factor analysis part (measurement part) and a structural equation part (simultaneous linear regression). The items corresponding to perceived quality, perceived value, satisfaction, trust and repeat purchase can each be clustered separately to one latent factor by using the factor analysis part of the model. At the same time, the structural equation part models the relationships between the common latent factors. Reliability of the measures was confirmed with coefficient alpha higher than the recommended level of .7 (see Table 1). 
The multi-item scales were further evaluated through confirmatory factor analysis using the maximum likelihood procedure in LISREL 8.2. The results demonstrated acceptable levels of fit. The estimated correlation matrix between the constructs is shown in Table 1.
As seen in table 2 we find that combined model and the big 4 insurance company models reach acceptable fit level. The chi-square was significant. The model performed favorably on other fit diagnostics. For example, the NNFI, CFI, IFI and the RFI were greater than .90 (except for RFI of CPIC model) and the RMSR was not greater than .08.

As shown by Table 3, except “quality->satisfaction” relationship in China Life model is not significant, all the other path coefficients are significant in the four insurance company research models. So we eliminate the “quality->satisfaction” path of China Life model and get China Life* which has a better model fit (omitted here). So China Life* model is better than the original China Life model. Thus, based on acceptable goodness of fit, research model are proved in the four insurance companies. The quality-satisfaction-loyalty chain system of Chinese insurance industry is constructed.
We also give our analysis of the empirical results as below: 

Firstly, it’s obvious that “quality->satisfaction” path of China Life model is not significant as the other 3 companies. Also, satisfaction of PICC is much more influenced by quality than the others which means with the longest history in Chinese insurance market, customers’ perception and recognition is more influenced by the extensive business coverage and actual quality performance of PICC to some extent. However, quality of China Life does not have direct impact on satisfaction and satisfaction is indirectly influenced by quality through perceived value. We can also see that “value->satisfaction” path coefficient of China Life is far larger than the other 3 companies which show that Life China’s satisfaction is more influenced by assessment of comparison of quality and price and loss ratio. Recognition of “whether worthy or not” influenced customers’ satisfaction of China Life insurance company much more.
Secondly, trust is a good mediator between satisfaction and loyalty which is a big finding in Chinese insurance market.

Thirdly, total effect of satisfaction on loyalty represents to what extent satisfied customers can be transformed to loyal customers. Total effect of satisfaction on loyalty equals to the sum of direct effect and indirect effect. Total effect of satisfaction on loyalty of the 4 companies are .69, .78, .78 and .83 respectively. China Life’s ability to transform satisfied customers to loyal customers is the strongest from the result which means China Life will retain satisfied customers more easily and this ability of PICC should be strengthened.
V. Discussion and Management Implications
Considerable attention in the services literature has examined key variables such as service quality, perceived value, satisfaction and behavioral outcomes such as repurchase intention and recommendation to others. Only a few empirical studies [7], however, examined the theoretical relationships between those services variables. Therefore, to understand better the dynamics of relationships between key services variables, some researchers have called for additional research across various service industries and in cultural settings beyond the USA [36]. This study partly addresses this concern. Drawing data from insurance industry in China, this research contributes empirical evidence on the theoretical relationship between customers’ perceived quality, perceived value, satisfaction, trust and repurchase loyalty. Based on this, quality-satisfaction-loyalty chain of Chinese insurance market is constructed.
The investigation centers primarily on the building of the research model. Results show that perceived quality is not directly tied to perceived value but also have direct impact on satisfaction. At the same time, trust is proved to be an important mediator between satisfaction and repurchase loyalty. It also means satisfaction doesn’t always transform to loyalty in the financial service context. Trust environment mediates and moderates the satisfaction-loyalty relationship. 
The rapid advance of information technology and the liberalization of the insurance industry in China have heightened the competition among Chinese insurance providers. This study also reveals that the big 4 companies of the insurance industry have significant difference within the quality-satisfaction-loyalty chain system and different company’s advantage should be built according to customers’ perceptions. Among the big four companies, recognition of “whether worthy or not” influenced customers’ satisfaction of China Life insurance company much more. China Life will retain satisfied customers more easily than the other three companies and this ability of PICC should be strengthened.

VI. Limitations and future directions
This study only compares the major players in Chinese insurance market but doesn’t segment the market based on customers’ characteristics. 

Perceived value and trust is incorporated into quality-satisfaction-loyalty chain. In the future research, more constructs can be added into the research model to improve the entire relationship of customer-based quality-satisfaction-loyalty chain.

Finally, this paper applies quality-satisfaction-loyalty chain framework in the Chinese insurance industry. In the future, this chain can be applied in other financial services industries and cross-industry research can be done to have more extensive application.
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Fig 2: Base model of quality-satisfaction-loyalty chain 
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Fig. 1.  Quality-satisfaction-loyalty chain of success. Resources: Bruhn, Manfred; Grund, Michael (2000): “� HYPERLINK "http://web25.epnet.com/citation.asp?tb=1&_ug=sid+5D00768E%2D4DF3%2D4227%2DA572%2D7281B0C4392F%40sessionmgr5+dbs+ufh%2Cbuh+cp+1+4C07&_us=hd+False+hs+False+or+Date+fh+False+ss+SO+sm+ES+sl+%2D1+dstb+ES+ri+KAAACBVC00008831+404B&_uso=%5F0&fn=1&rn=1" \o "Theory, development and implementation of national customer satisfaction indices: the Swiss Index of Customer Satisfaction (SWICS)." �Theory, development and implementation of national customer satisfaction indices: the Swiss Index of Customer Satisfaction (SWICS).�” Total Quality Management








TABLE Ⅱ


Goodness of Fit Statistics for research model


Indicators of model fit�
Combined


(n=1015)�
PICC


(n=257)�
Ping an


(n=253)�
CPIC


(n=253)�
China Life


(n=252)�
�
Chi-Square�
775.76�
277.82�
307.50�
373.37�
344.26�
�
Degrees of Freedom�
87�
87�
87�
87�
87�
�
P value �
<.01�
<.01�
<.01�
<.01�
<.01�
�
RMR�
.032�
.034�
.036�
.045�
.044�
�
NNFI�
.95�
.95�
.94�
.91�
.92�
�
CFI�
.96�
.96�
.95�
.93�
.94�
�
IFI�
.96�
.96�
.95�
.93�
.94�
�
RFI�
.94�
.93�
.91�
.88�
.90�
�









TABLE I


Correlations and Reliability Estimates of Overall sample (n=1015)


�
Coefficient Alphas�
1�
2�
3�
4�
5�
�
1 Perceived quality�
.902�
1.00�
�
�
�
�
�
2 Perceived value�
.853�
.96�
1.00�
�
�
�
�
3 Customer satisfaction�
.943�
.87�
.91�
1.00�
�
�
�
4 Customer trust�
-�
.67�
.70�
.78�
1.00�
�
�
5 Repurchase loyalty�
-�
.89�
.93�
.84�
.65�
1.00�
�
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Fig 4:  Extended model 2 (Research Model)
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Fig 3:  Extended model 1


 








TABLE Ⅲ


STRUCTURAL EQUATION MODEL RESULTS


�
Combined�
PICC�
Ping an�
CPIC�
China Life�
China Life*�
�
Quality->Value�
.91


(18.48)�
.93


(8.89)�
.91


(8.71)�
.86


(9.46)�
.93


(9.62)�
.93


(9.62)�
�
Quality->Satisfaction�
.39


(7.07)�
.53


(4.56)�
.43


(4.31)�
.45


(4.91)�
.08


(.40)�
-�
�
Value->


Satisfaction�
.61


(1.94)�
.47


(4.12)�
.57


(6.13)�
.55


(6.03)�
.91


(4.42)�
.98


(4.42)�
�
Satisfaction->


Trust�
.92


(39.93)�
.73


(21.64)�
.93


(2.72)�
.90


(17.62)�
.92


(2.34)�
.92


(2.34)�
�
Trust->


Loyalty�
.79


(26.75)�
.73


(11.80)�
.80


(13.59)�
.79


(13.15)�
.86


(15.38)�
.86


(15.38)�
�












