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Abstract: In today’s global competitive environment in
Banking sector which provide excellent service to
customers in order to attract customers from
competitor banks. Customer satisfaction is the main
factor for any bank and it is the aim of this study which
examines various dimensions of Service Quality
(SERVQUAL) of a Scheduled Bank. An empirical study
was done to find out the best SERVQUAL dimension
delivered by this bank to foster customer loyalty. Data
were collected through a survey research from 250
customers of five district bank branches in Tamil Nadu,
India. The findings showed that the customers prefer a
particular bank was satisfied with the reliability
dimension of SERVQUAL rendered by the staff
members than other dimensions of SERVQUAL. The
bank plays a less service in Responsiveness dimension of
SERVQUAL. The findings reveal that improvement in
service quality can enhance customer loyalty. The
SERVQUAL dimensions that play a significant role in
this equation are reliability, empathy, tangibility and
assurance.
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1 INTRODUCTION

The banking industry in India has enormous
changes over the last decade with the excellent
service provided by private sector banks and foreign
banks. The private banks and foreign banks attract
the customers with their excellent quality services
and quality relationship with the customers that
establish customer satisfaction and customer loyalty
(Jones, 2002 as cited by Lymperopoulos et al., 2006).
Besides customer loyalty, service quality also
influence  organizational outcomes such  as
performance superiority (Portela&Thanassolis 2005),
increase in sales profit (Levesque & McDougal
1996), Kish, 2000) and Duncan & Elliot, 2002) and
market share (Fisher, 2001) that foster corporate
image and promote customer loyalty (Newmann,
2001, Szymign & Carrigan 2001 and Caruana 2002).
Excellence in service quality is the main attribute for
achieving customer loyalty which is the prime goal of
any business organization (Ehigie, 2006). In the
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present competitive scenario, success and survival of
the private banks depends on the provision of quality
customer service (Portela&Thanassolis, 2005) that
foster customer loyalty. This article focuses on three
key concepts viz., Service Quality (SERVQUAL),
customer satisfaction and customer loyalty to evolve
the impact of Service Quality on Fostering Customer
Loyalty.

2 RESEARCH OBJECTIVES AND QUESTION

The study is guided by the following objectives
and research question :

e Whether the bank has been able to meet the
expectations of the customers with regard to
the tangible dimension with reliability
dimension?

e Find out the association of income level of
the respondents and type of loan availed
from the bank (Empathy dimension).

e Know about the main influence of
SERVQUAL dimensions of the staff
members in rendering service to customers

e Find out the variance between Qualification
of the respondents (Empathy dimension) and
attitude towards infrastructure facility
(tangible dimension) of SERVQUAL.

e Relationship between occupation (Empathy
dimension) of the respondents and response
towards number of times transacting the
ATM (Reliability dimension) of
SERVQUAL adopted the staff members for
fostering customer loyalty.

3 REVIEW OF LITERATURE

The service sector makes a significant contribution
to economic and social development of countries
around the world (Daniel and Harrington 2007) and it
plays a pivotal role in the wealth creation of a nation
which is reflected by such indicators like GDP and
added value. Most countries with strong economies
are dominated by services, which account for more
than 70 per cent of their GDP (OStrom et al, 2010).

319


mailto:avasumathi@vit.ac.in

International Journal of Advanced and Innovative Research (2278-7844) / # 320 / Volume 3 Issue 8

(Kumar et al. 2010) conducted a study, which
showed that the most heavily used banking channel is
Automated Teller Machine (ATM), 94 per cent of the
respondents use this channel. The next most preferred
channel is branch banking with 75 per cent users.
Hence the need for banks to choose their strategies
that will distinguish them from other banks in the
present competitive environment. This can be
achieved by delivering excellent SERVQUAL that
promotes  customer satisfaction  which  will
significantly lead to customer loyalty (Caruana et al.,
2000 ; Caruana,2002).

3.1 Customer Loyalty

Customer Loyalty is the main factor to which a
customer exhibits repeats purchasing behavior from a
service provider, possesses a positive attitudinal
disposition toward the provider, and considers only
this provider when a need for this service arise
(Gremler& Brown,1996). But according to
(Bloemer& Kasper, 1995), loyalty is interpreted as
true loyalty than the repeat purchasing behavior,
which is the actual re-buying of a brand without any
commitment. Loyalty is developed over a period of
time from a continuous record of meeting, and often
even exceeding customer expectations (Teich,1997).
The cost of attracting a new customer may be five
times the cost of retaining a current customer happy
(Kotler et al., 1999).

3.2 Service Quality

SERVQUAL is mainly focuses on customers
expectations and perception of service
(Lehtinen&Lehtinen,1982, Lewis & Booms 1983,
Gronroos1984, Parasuraman et. al., 1985 and
Caruana, 2002). The definition of service quality was
further elaborated as an overall evaluation of a
specific service firm that results from comparing that
firm’s performance with the customer’s expectations
of how firms in that industry should perform
(Parasuramanet.al., 1988).

Male customers are willing to pay a price premium
and wait longer if they enjoy assurance and reliability
dimensions of SERVQUAL, and if they have good
relations with the staff. In contrast, women are less
sensitive to factors such as assurance and reliability,
ranking price first and access second as the main
factors that influence their quality perceptions. It
proves gender effects in perception (Spathiset. C et.
al., 2004, Kaynaket. al., 1991) conducted a study,
which revealed that customers who had more than
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secondary education rated convenience in the form of
fast and efficient service as most important compared
to other factors like knowledge of bank personnel,
range of services, friendliness of bank staff and bank
location.

Among general instruments, the most popular
model used for evaluation of SERVQUAL, a scale
developed by (Parasuramanet.al., 1985 & 1988). The
attributes of (Parasuraman et. al., 1985), was:
tangibles, reliability, responsiveness, competency,
courtesy, assurance, credibility, security, access, and
understanding. (Parasuramanet. al., 1988) later
reduced these ten dimensions into five by using a
factor analysis. Based on the five dimensions, a 35-
item survey instrument for measuring service quality
has been developed by the authors.

These five dimensions are:

(i) Tangibles - Physical facilities, equipment and

appearance of personnel.

(ii) Reliability - Ability to perform the promised

service dependably and accurately.

(iii) Responsiveness - Willingness to help customers

and provide prompt service.

(iv) Assurance (including competence, courtesy,
credibility and security) - Knowledge and
courtesy of employees and their ability to inspire
trust and confidence.

(v) Empathy (including access, communication,
understanding the customer) - Caring and
individualized attention that the firm provides to
its customers.

Although there has been criticism from some other
researchers to SERVQUAL instrument (Johnston,
1995), SERVQUAL is the instrument most utilized
for its confirmatory factor analyses in most cases.
Thus, up to date, SERVQUAL has proven to be a
stingy model that has been used in various service
organizations and industries to measure service
quality including banks (Mc Alexander et. al., 1994,
Cowling & Newman, 1996, Levesque & McDougall
,1996, Caruanaet. al.,, 2000, Caruana,2002,
Sureshchandar et. al., 2002. Paswanet. al., 2004, Seth
et. al., 2005 and Lymperopouloset.al., 2006).

3.3 Customer Satisfaction

Empathy and tangibles are the important attributes
in case of banking services (Kumar et.al., 2010).
Empathy is negatively related to customer
satisfaction level with banking service (Ahmed et al.,
2010) and tangibles do not have any impact on banks
customers’ satisfaction (Bauman et al, 2007).
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According to (Yavaset. al., 1997) an overall service
quality leads to customer satisfaction, complaint
behavior and commitment. A closer scrutiny of the
results showed that tangibles, responsiveness and
empathy are significant predictors of consumer
satisfaction. Of those three attributes, tangibles and
responsiveness are also significant antecedents of
commitment. Empathy is the only attribute with a
significant relationship with complaint behavior. The
more favorable customers perceived bank services
and the more satisfied they are, the more loyal they
are to their banks (Benjamin Osayawe Ehigie, 2006).
The customers who experienced a problem had a
significant and dramatic drop in customer
satisfaction, willingness to recommend to friend, and,

Tangible

Reliability

conversely, an increase in switching. This confirms
and reinforces the serious consequences of
unsatisfactory customer service (Levesque and
McDougall,1996).

3.4 Research Theoretical Model

The theoretical model guiding the investigation is
depicted in figure below, adapted from (Aguset.al.,
2007), the dimensions of SERVQUAL in Malaysian
Public Service Sector. This research will study 5
factors of service quality namely: tangibles,
reliability, responsiveness, assurance and courtesy
which were adapted from (Aguset.al., 2007).

Customer
satisfaction

Responsiveness

Empathy

N/

Assurance

A\ 4

Customer loyalty

4 RESEARCH METHODOLOGY

4.1 Type Of Research

Descriptive type of research is followed in this study.

4.2 Sample

The sample size of this study is 250 from the five Scheduled Bank branches — Karur, Verrarakium, Namakkal,
Erode, and Vellore districts (50 customers in each branch) in Tamil Nadu, India. They were selected using

convenience sampling method.

4.3 Research Instrument

The study is purely empirical in nature, hence questionnaire is the sole instrument used for data collection. The
rationale behind using questionnaire is its cost effectiveness and convenience. The present research has employed
SERVQUAL scale (Parasuramanet.al., 1988) to measure the customers’ loyalty apart from the questions developed

by the researchers.

4.4 Data Analysis Procedures
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The data collected from the questionnaires were keyed-in and analyzed by using SPSS (Statistical Package for

Social Sciences) for statistical analysis.

Chi-Square test was employed to find out the empathy dimension of

SERVQUAL. ANNOVA was used to find out the significance variance in the assurance dimension of SERVQUAL.
Through Correlation analysis the tangible dimension of SERVQUAL was analyzed. Using Regression, the number
of times transacting in the ATM was found out (Reliability with Empathy Dimension). Discriminant analysis was
employed to find out the association between RTGS awareness with age, occupation, qualification and income of
the respondents (Assurance with Empathy dimension). Conjoint analysis was used to find out the Responsiveness
with empathy dimension of SERVQUAL.

5 DATA ANALYSIS

5.1 Chi-Square Test:

Association between between income level of the
respondent and the type of loan in a Scheduled
Bank (Empathy dimension of SERVQUAL)

TABLE 1
CROSS TABULATION

H1: There is a significant association between
income level of the respondent and the type of loan
from Scheduled Bank.

Income
<llac 1lac-3lacs >3lacs <5lac >5lacs nil Total
TYLOAN vehicle loan 14 2 1 0 19
house loan 3 1 1 0
personal loan 4 0 0 0
others 22 25 6 1 2 56
vehicle and others 5 2 2 0 0 9
Total 32 48 11 3 2 96
TABLE 2
CHI SQUARE TEST
Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 17.367 16 .362
Likelihood Ratio 18.270 16 .308
Linear-by-Linear
Association 2.162 ! 141
N of Valid Cases 96
TABLE 3
DIRECTIONAL MEASURES
Asymp.
Value Std. Error | Approx. T | Approx. Sig.
Nominal by Lambda Symmetric .034 .033 1.005 315
Nominal TYLOAN Dependent .000 .035 .000 1.000
INCOME Dependent .063 .053 1.142 .254
Goodman and TYLOAN Dependent .051 .024 247
Kruskal tau INCOME Dependent 071 034 041
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TABLE 4
SYMMETRIC MEASURES

Nominal by Nominal
N of Valid Cases

Contingency Coefficient

Value Approx. Sig.
.391 .362
96

In the cross tabulation, the relationship between
income level (independent variable) and type of loan
(dependent variable) is being narrated. It can be
observed from the table that as income of the
respondent increases, the percentage of people
acquiring loan decreases. The chi-square test reveals
that there is no association between level of income
and type of loan. At 95% confidence level, the
significance level is 0.05, the output is giving a
significance level of .362 which is greater than 0.05.
Thus, the alternative hypothesis is accepted. So, there
is a significant association between the income level
5.2 ANOVA:

Variance between the qualification of the
respondents (Empathy) and attitude towards
infrastructure facilities (Tangibility)

TABLE 5

of the respondent and the type of loan. The
contingency coefficient value is .391. There is
moderate level of association between income level
and type of loan as the value is closer to 0 rather than
1. The lambda value is .000. The lambda value tells
us that there is 0% error reduction in predicting the
type of loan if the income level of the respondent is
known. Thus, we can conclude that income level of
the respondent does not help in predicting the type of
loan.

H2: There is a significant variance between the
qualification of the respondents and attitude towards
infrastructure facilities

DESCRIPTIVES

95% Confidence Interva
Mean
N Mean | Std. Deviatio Std. Erro| Lower Boun( Upper Boun| Minimun Maximun

SSLC 54 4.4630 .53950 .07342 4.3157 4.6102 3.00 5.00
+2 28 4.3214 .61183 .11563 4.0842 4.5587 3.00 5.00
DIPLOMA 19 4.1053 13747 .16919 3.7498 4.4607 2.00 5.00
uG 87 4.2989 .59288 .06356 4.1725 4.4252 3.00 5.00
PG 37 4.2162 .58382 .09598 4.0216 4.4109 3.00 5.00
<10TH

GRADE/ILLITERATE 25 4.4000 57735 11547 4.1617 4.6383 3.00 5.00
Total 250 4.3200 .59584 .03768 4.2458 4.3942 2.00 5.00
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TABLE 6
ANOVA
Sum of
Squares df Mean Square F Sig.
Between Groups 2.577 5 515 1.465 .202
Within Groups 85.823 244 .352
Total 88.400 249

At 95% confidence level, the significance level is
0.05; the output is giving a significance level of .202
which is greater than 0.05. Thus, accept the
alternative hypothesis. So, there is a significant

5.3 Correlation Analysis:

Relationship between Occupation of the

association between the qualification of the respondent (Empathy dimension) and response

respondents and attitude towards infrastructure towards number of times transacting ATM

facilities. Service (Reliability dimension of SERVQUAL)
TABLE 7

CORRELATIONS

Occup Atmtime

Occup Pearson Correlation 1 -.202
Sig. (2-tailed) . .005

N 250 190

Atmtime Pearson Correlation -.202 1
Sig. (2-tailed) .005 .

N 190 190

Since the correlation value -.202 is between -0.25 and
.0, there is low negative correlation between
occupation of the respondent and number of times
transacting in ATM.

6 FINDINGS AND CONCLUSIONS

The researchers found that the Income level of the
respondents is high (Empathy Dimension), the type
of preferred loan is House loan when compared to
other low income group of respondents. Hence, the
bank should educate the customer to avail different
kind of loan. The bank should not consider only the
income level of the respondents, should consider the
repaying capacity to settle loans. There is a
significant variance between qualification of the
respondents and attitude towards infrastructure
facilities available in the bank. The researchers found
that the highly qualified (Empathy dimension)
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