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ABSTRACT

The purpose of this study was fo investigate customers’ expectations and perceptions of banking
service quality and attempts to measure and compare service quality and customer satisfaction
in Bank of Abyssinian S.C. (BOA). The significance of the study is to give sufficient information
on the impact of a number of relevant concepts that influence customers’ satisfaction. In
addition, this study will help BOA to improve its service quality for better customer satisfaction.
The research used a descriptive form of research design and quantitative approach to collect
data. The total population and sample selected were 554,333 and 400 of BOA customers
respectively. The research used questionnaire data collection procedure; and the questionnaire
developed for this study was based on a modified SERVQUAL and SERVPERF models. The
software used to analyze and interpret the data was Statistical Package for Social Science
(SPSS). The findings revealed that the level of service quality had negative discrepancy between
BOA customers’ expectations and perceptions but the overall customer satisfaction was at mean
~2 (high level). The study results show that service quality is at the root of customer satisfaction.
Finally, this research concludes that Assurance is the dominant service quality dimension which
affects customer satisfaction and recommends BOA should get experience sharing with best
customer service performing companies. SERVQUAL and SERVPERF are suitable instruments
for measuring service quality in the retail banking sector in Ethiopia.

Key works: Service Quality, Expectation, Perception, SERVQUAL, SERVPERF, Customer
Satisfaction
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CHAPTER ONE
INTRODUCTION

This chapter presents the general idea of the whole thesis. It covers the background of the study
and the bank, statement of the problem, research questions and objectives of the study,

significance of the study, scope of the study, limitation and organization of the study.

1.1. Backgrounds

1.1.1. Background of the Study

Banks play a vital and energetic function in the financial and monetary expansion of a nation. A
successful banking structure significantly pressures the development of a nation in different
sectors of the economy. However, practitioners in the banking industry face various challenges
in the international marketplace. It is critical for banks to realize shifting customer requests and
implement the most up-to-date information technology infrastructure in order to ensure success
with international organizations (Malhotra & Mukherjee, 2004).

Quality customer service has become one of the warmest and mainly pressing topics discussed
among people and institutions. This stems from the indisputable truth that currently customers
are increasingly stylish and quality focused. They wish for service and value they can count on
and they do not want to spend many times looking for it. The quality service component has
become a requirement for the survival of the fittest in this severe contest. The voice of the
customer offers just accurate course for any organization. Certainly, in the future, citizens do not
purchase from businesses that do not go further stapes in watch over their customers (Teh, 2007).
Since service quality (SQ), assists in emerging strategies that show the way to customer
satisfaction (CS) Service institutes have begun center of attention on the customer perceptions of
service quality (Rao and Saravanan, 2007).

According to Gummesson (1994), there has been a move from the focus on goods, lacking a
great importance on services to a focus on services thought paying attention on the goods. This
pressures the significance of service marketing to the majority of service businesses. This is why

perceived service quality has been of high concentration to investigators (Julander and Magi,
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1996). In the banking industry, presenting quality service is extremely decisive in the formation
of nearer connection with the customer.

Quality of service has the authority to produce customer satisfaction and make them trustworthy.
On the other hand, poor service quality effect in customer dissatisfaction and customer desert.
This is marked in the excess of complaints received from the customers and their pessimistic
opinion towards the service giver. Actually, one satisfied customer informs one single customer
but a dissatisfied customer let knows nine additional people concerning the trouble. Creating
customer satisfaction comprises on time and valuable response to their desires (Agus, Barker and
Kandampully, 2007).

In the banking industry what is served to the customer is service, it is crucial to be aware of the
factors that influence customer loyalty. For this reason, it becomes an obligation for banks to
consistently measure CS and to improve the quality of services. It is not easy to measure the
quality of services since it is difficult to develop definitions and practices that are acknowledged
and preferred by all existing and potential customers. However, as the global economy has
suffered from financial depression, it is essential for banks to establish a sturdy and solid loyal
customer base to weather tough economies and intense competition. Thus, the practice of
excellent SQ integrated with consumer products is a powerful generator to cater to customers’
needs and engage with them (Rust and Zahorik, 1993).

Service excellence is a powerful weapon of competition that increases market share and boosts
productivity and profitability (Garvin, 1987). Banks operate in Ethiopia with lots of pressure due
to increase in competition. This attached with rapid technological advancement and improved
communication systems, have contributed to the increasing integration and resemblance amongst
banks in the financial sector (Harvey, 2010). Various strategies are formulated to retain the
customer and the key to it is to increase the service quality level (Ahmossawi, 2001). Increasing
the level of Service quality is particularly essential in the banking service contexts because it
provides high level of customer satisfaction and hence it becomes means to competitive
advantage (Ahmossawi, 2001).

Service quality is an important area to academicians because of its relevancy to service
companies for attaining operational efficiency and improved business performance. Therefore,
many researchers have tried to develop various models to measure it, even though some claim it

is hard to measure because of its intangibility, which is hard to quantify (Eshghi, Ganguli and



Roy, 2008; Douglas and Connor, 2003). As services are intangible in nature, evaluating the
customer’s perception of quality can be done through the interaction with the personnel offering
services (Julander and Magi, 1996).

A vast number of studies were used to identify the significance of service quality. Good service
quality is generally regarded as a way to retain existing customers and acquire new ones, reduce
costs, and enhance corporate image. Teas (1993) developed the Evaluated Performance model,
which measures the gap between perceived performance and the ideal amount of a dimension of
SQ, rather than the customer’s expectation. This was to solve some of the criticism of some
previous models (Gronroos, 1984; Parasuraman, Berry & Zeithaml, 1985).

Service quality and customer satisfaction have received a great deal of attention from both
scholars and practitioners because of their relevancy and relationship according to Eshghi et al.,
(2008) and the main reason for focusing on these issues is improving the overall performance of
organizations (Julander and Magi, 1996).

Various definitions of the term ‘service quality’ have been proposed in the past and, based on
different definitions; different scales for measuring service quality have been put forward.
SERVQUAL and SERVPERF constitute two major service quality measurement scales. The
consensus, however, continues to elude until date as to which one is superior. An ideal service
quality scale is one that is not only psychometrically sound but is also diagnostically robust
enough to provide insights to the managers for corrective actions in the event of quality shortfalls
(James and Kang, 2004).

Considering that many banks offer undifferentiated products in a rival marketplace, banks are
paying more attention to SQ in order to gain a competitive advantage. Banks that master SQ can
gain a competitive edge in terms of higher revenue, customer loyalty and customer retention
(Kumar Charles and Kee, 2010). Thus, this study assesses the most important attributes of
service quality considered by customers in the Bank of Abyssinia S.C through measurement
toolkit (i.e. SERVQUAL and/or SERVPERF model). It is proposed to address several specific
objectives: to find the interrelationships between service quality dimensions and customer
satisfaction in the Bank of Abyssinia S.C. It would also assess the diagnostic power of the two
service quality scales of SERVQUAL & SERVPERF; validity and methodological soundness of

these scales have also been probed in the Banking context.



1.1.2. Background of the Company

The present-day Bank of Abyssinia S.C. (BOA) was established on February 15, 1996 (90 years
to the day after the first but defunct private bank was established in 1906 during Emperor
Menelik I1) in accordance with 1960, Ethiopian commercial code and the Licensing and
Supervision of Banking Business Proclamation No 84/1994.

Bank of Abyssinia S.C. started its operation with an authorized and paid up capital of Birr 50
Million and Birr 17.8 Million respectively, and with only 131 shareholders and 32 staff. In about
twenty two years since its establishment, guided with clear vision, mission and values, Bank of
Abyssinia has shown a significant growth with registered capital of Birr 4 billion and paid up
capital of Birr 1.8 billion, respectively. Its total deposit balance is Birr 21.9 Billion and a total
loans and advances of Birr 16.6 Billion. In effect, this has enhanced the risk absorbing and the
lending capacity of the Bank. It has attracted 4,235 professional staff members, 1,732
shareholders and 950,000 account holders’ (customers) from all occupations and works with
known money transfer agents such as Western Union, Express Money, Turbo Cash, Ria
International, Transfast, Dahabshiil, MoneyGram, kaah and Ezremit. This performance indicates
public confidence in the Bank and reliability and satisfaction in its services.

Currently, following a strong demand for better service and products from all directions on the
one hand, and a ground-breaking development in ICT, on the other, BOA has replaced its in —
house IT system with the state-of- the art technology called T24 and provides various banking
products and services in Ethiopia. The bank provides special banking services like term loans,
savings and time deposits, overdraft service, youth-targeted savings programs and advance
facilities to various sectors. It also issues domestic letters of guarantee, bonds, etc., as well as
payment instruments, such as cash payment orders, demand drafts, certified cheques, etc. In
addition, it offers international services like import and export letters of credit, cash against
documents, money transfer services, foreign exchange services, and remittance services. Further,
the Bank provides safe deposit boxes, mobile banking, Muday Abyssinia, Gift card and ATM
and POS services with Habesha card. It also strives to serve economic and services sectors via its

expanding branch networks throughout the country.



1.2. Statement of the Problem

There are eighteen commercial banks in Ethiopia. Bank of Abyssinia S.C. is the 4™ largest bank
in terms of deposit (after the Commercial Bank of Ethiopia, Awash Bank and Dashen Bank) as
per the strategic plan and organizational transformation study carried out by the Bank in August,
2015. On average, it ranks 6" in terms of profit (return on equity) and 12" in customer deposit
growth. The study also indicates that in spite of the positive performance by the Bank, it has not
been growing as rapidly as its peers have. As part of the study, external survey is also made on
300 bank customers and the result revealed that service quality followed by accessibility is the
main choice driver when customers are selecting a bank. It is also noted from the survey that
customer experience delays due to system and network issue (Bank of Abyssinia, 2015).

In the everyday language, quality is the good features of goods and services. In the contemporary
understanding of quality, it is not enough to have only good features. It is also necessary to
identify customers’ preferences and then to fully integrate them into goods and services. Thus,
Bank of Abyssinia signed an agreement with Deloitte consulting for consultation of its five-year
strategic plan and organizational transformation scheme on July 17, 2015 as a partnership. The
partnership seeks to help the bank overhaul its business model and adopt standards consistent
with the changing global banking community. The need for a new design of strategy and
structure was derived by the Bank’s decision to be a premier bank through a customer-centric,
segment based operating model to drive growth and enhance shareholder value.

As customer’s focus is the key to the new operating model. Customers are treated differently by
segment which requires delivery capabilities tuned to the different segments. The current
customer view is fragmented and product focused, special focus is on high value corporate
segments with which the Bank should cultivate close relationship via single point of contact for
these customers’ interaction with the Bank.

Despite the efforts provided by BOA to improve its service, an integrated view of customers and
systematic management of customer service experience there is still evidence of challenges on
quality of the service which leads to customer satisfaction once played down as so many critics
were forwarded from different customers on its customer service inconsistent, lacking call

centre, customer service desk, relationship capabilities and failure to provide service to its



customers on a promised time. Those things require the bank to identify the gap between the
perceptions and expectations of customer from the voice of the customer.

Beside the bank evaluate its performance based on the number of account, the amount of deposit,
portfolio of loans and advance extended and what it gained from its international/foreign
services. Anderson, Fornell and Lehmann (2010) stated that global perceptions of SQ exert a
strong influence on global perceptions of CS with the firm that finally is made by customer
loyalty and positive word of mouth communication. The matter has been evaluated particularly
in terms of commercial banking sector where competition has knocked at the door.

In addition, for sustainability, expectations of customers should be consistently assessed and
satisfied. Given the fact that, firms can survives as long as they have customers and are
profitable. Thus, the aim of measuring CS should not only to attract new customers but also to
ensure that existing ones will keep being customers. This can be achieved only by maintaining
and even improving CS. Therefore, there is a constant need for examining the expected and
perceived quality of goods and services (Chang and Yeh, 2002).

One of the determinants of success of a firm is how the customers perceive the resulting service
quality, as this is the key driver of perceived quality. It is the perceived value, which determines
CS. Many firms including banking industries begin to track their CS through measuring their
level of Sqg perceived by their customers (Collart, 2000). Thus, in this competitive world, the
only way a bank can survive is by being the best and being able to provide the best service that
improves CS, which will lead to improved customer loyalty and profitability. Because,
customers of the Bank rely on the service delivered to them. Therefore, it is every employee's
responsibility to demonstrate good customer service. This is especially critical for those who
have day-to-day contact with the customers.

In view of the above stated points, this study would measure the perception of customers
concerning services provided by Bank of Abyssinia S.C. and find out whether the Bank has met
the perceptions. It also assesses the diagnostic usefulness as well as the methodological
soundness of the two widely advocated SQ scales, i.e., SERVQUAL and SERVPERF. In
addition, to found the interrelationships between SQ dimensions and CS and to identify the most
important attributes of SQ dimension considered by customers as well as determining this
factors’ significances. Furthermore, suggestions of quality tools that would help the Bank

achieve SQ to satisfy the expectation of customers/users would be forwarded.



1.3. Research Questions

The main issues to be addressed in this research were service quality and customer satisfaction
using the SERVQUAL and SERVPERF model in Bank of Abyssinia S.C. context. The study

was interested in the dimensions of service quality from the consumer’s perspective through

assessing their expectations and perceptions of service quality. Therefore, the study was designed

to answer the following questions:

1.

How is the service delivered by Bank of Abyssinia S.C. perceived by its customer and
does it meet the expectations of its customer?

What is the level of customer satisfaction in overall service of Bank of Abyssinia S.C.?

Is there any relationship between customer satisfaction and service quality dimensions at
Bank of Abyssinia S.C.? and

Which dimension is doing well among all six dimensions within the service provided by
Bank of Abyssinia S.C.?

1.4. Objectives of the Study

1.4.1. General Objective

The general objective of this study is to examine service quality and customer satisfaction of
Bank of Abyssinia S.C. in the measurement of SERVQUAL and SERVPERF models.

1.4.2. Specific Objectives

The specific objectives are:

1.

Analyze the different problems Bank of Abyssinia S.C. is facing in giving service to
customers as per the measured service quality dimensions using the models.

Determine the influence of service quality dimensions on customer satisfaction at Bank
of Abyssinia S.C.

Identify the dominant dimension of service quality that drives customers’ perceived

satisfaction on core products of the Bank. and



4. Suggest that Bank of Abyssinia S.C. need to improve dimensions of service quality from

the gap analysis and/or the performance only measurement carried out.

1.5. Hypothesis

The thesis was designed to test the hypothesis that
Ho:1. The SERVQUAL model is not a good instrument to measure service quality because
some of the items under the dimensions overlapped and regrouped under different
dimensions.
Ho2. The SERVPERF model is not the best tool to measure service quality in banking sector
because the dimensions do not best measure the construct in that context.

1.6. Significance of the Study

This study measures the service provided by Bank of Abyssinia S.C. and its impact on customer
satisfaction. It identifies the strengths and weaknesses of the service delivered by the Bank and
its effect on customer satisfaction. The significance of the study is to give sufficient information
on the impact of a number of relevant concepts that influence customers’ satisfaction. In
addition, it helps the Bank to know areas, which need improvement in service quality. It also
allows stakeholders to provide insight as to the nature of service quality in the banking industry.
Moreover, as employees are one of the stakeholders, it would help them to evaluate their service
by applying SERVQUAL and/or SERVPERF models to measure customer satisfaction. It would
also help those interested in this area to have an insight on theoretical understanding of the issue

and used as a reference for evaluating customer service quality in the banking sector.

1.7. Delimitation /Scope of the Study

There are a number of previous and newly emerging commercial banks in Ethiopia. This study
could have been conducted on a wider scale not just on Bank of Abyssinia S.C. This is due to
limited financial resources, time and accessible information regarding all branches and units of

others Banks with in the given time period. The study therefore, will cover the customer



satisfaction with service quality of sample Addis Ababa branches under East and West Addis
Ababa districts for the Bank of Abyssinia S.C.

1.8. Limitation of the study

The research has just made a small step to assess the constructs of SQ and CS based on a small
sample size and areas covered. Thus, researcher could find a causal link between SQ and CS and
their effect on variables mentioned. And it was feared that the use research assistants may render
inconsistencies such as differences in conditions and time when the data was obtained from
respondents. Even though, this was minimized by orienting and briefing the researcher assistants
on the data gathering procedures. Therefore, the results of this study cannot be generalized.
However, this study provides an opportunity for the researchers to use larger sample size and

arrive at generalization. Future research would examine a wider respondent base across Ethiopia.

1.9. Definition of Key Terms

Service means a non-object that performances cannot be seen, felt, tasted, or touched before an
exchange agreement is concluded. (Anonymous, 2013)

Quality is degree to which a set of inherent characteristics fulfils requirements (1SO 9000:2015)
Service Quality defines as a global judgment, or attitude, relating to the superiority of the
service’, and explicated it as involving evaluations of the outcome. (Parasuraman et al., 1988)
Customer sometimes known as client, buyer, or purchaser is the recipient of a good, service,
product or an idea — obtained from a seller, vendor, or supplier via a financial transaction or
exchange for money or some other valuable consideration. (Reizenstein, 2004)

Customer Satisfaction can be defined as when the customer’s expectation of the service provided
matches customers’ perceptions of the actual service received. (Parasuraman et al., 1985)
Expectations are reference points against which service delivery is compared only at beginning.
Perceptions are consumer judgments about the actual service performance by a company.
SERVQUAL is a model to measure service quality by identifying the gap between customers’
expectation and perceptions of a service along the dimensions that are believed to represent

service quality. (Parasuraman et al., 1985)



SERVPERF scale is that it entails gigantic data collection task. Employing a lengthy
questionnaire to collect data about customers’ expectations as well as perceptions of a firm’s

performance on each of the service quality scale attributes. (Cronin & Taylor, 1994)

1.10. Organization of the Paper

The study has organized into five chapters. The first chapter provides the introduction and
background information about Bank of Abyssinia S.C., statement of the problem, the objectives,
scope of study, definition of terms, research question and hypothesis, and significance of the
study. The second chapter discusses the relevant customer service quality literature on the
problem presented in a detailed manner. The third chapter elaborates the methodology used in
the study. It covers research design, data type and source, sampling method and analysis of the
study. The results are presented, discussed and analyzed in chapter four and finally the fifth
chapter draws conclusions and suggestions to be considered by the Bank and possible remedial
recommendations based on the fourth chapter. The suggestions made are purposely tabled to help

the Banking sector to continuously improve the quality of customer service.
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CHAPTER TWO
LITERATURE REVIEW

In this chapter, review relevant literature connected to topic. This would involve bringing up the
theories that are using in the study. Discuss issues on service quality and customer satisfaction
concepts that the researchers believe they provide evidence of the variables of the study.
Concepts like service, quality; customer satisfactions, service quality, the relationship between
service quality and customer satisfaction and the SERVQUAL & SERVPERF service quality
measurement models, service quality improvement for retail banking industry are the focuses; in

order to enhance understanding of the topic and provide answers to research questions.

2.1. Services

The world economy nowadays is increasingly characterized as a service economy. This is
primarily due to the increasing, importance and share of the service sector in the economies of
most developed and developing countries. In fact, the growth of the service sector has long been
considered as indicative of a country’s economic progress (Management study guide, n.d.).

A study carried out by Johns and Earl (1995) points out that the word ‘service’ has many
meanings, which lead to some confusion in the way the concept is defined in management
literature, service could mean an industry, a performance, an output or offering or a process.
They further argues that services are mostly described as ‘intangible’ and their output viewed as
an activity rather than a tangible object, which is not clear because some service outputs have
some substantial tangible components like physical facilities, equipments and personnel.
According to Phillips, Chang and Buzzell (1983), service is any activity or benefit that one party
can offer to another that is essentially intangible and may not result in the ownership of anything.
According to O’Neill and Palmer (2003), services are products, which are essentially intangible
and cannot be owned. From the definitions as presented by the various authorities, it is clear that
they all emphasis that service is essentially intangible. This means that a service cannot be seen
physical but the customer experiences it. In summary, it is eminent for service firms to consider

the physical aspects of quality in order to offer high service quality (Abdullah & Andrew, 2010).
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2.1.1. Characteristics of Service

It is important to understand the differences between goods and services so that the service
operations can be managed using appropriate tools and methods. According to Zeithaml, Berry,
and Parasuraman (1996) and Kotler & Armstrong (2012), the characteristics of services are often
described as four unique characters: intangibility, heterogeneity, inseparability and perish-ability
(IHIP) which makes services different from physical products and hard to evaluate. These
characteristics are described as following:

Intangibility: Services said to be intangible because they cannot be seen, tasted, felt, heard, or
smelled before they are purchased. For example, a person receiving a haircut cannot see the
result before purchase. They are performance rather than objects. It means that services are more
like a process than a thing, more a performance than a physical object and are experienced rather
than consumed (Levitt, 1981).

Heterogeneity: Refers to the service performance are highly variable from one service
transaction to another and one time to another since services depend on who provide them, when
and where they are provided (Zeithaml, 1988). For examples, although branches of a particular
bank may be selling and delivering the same service, the quality may not be uniform or
homogenous from branch to branch. This is a particular problem for services with high labor
content, as different people deliver the service performance and the performance of people can
vary from day to day (Rathmell, 1966; Carman, J. (1990); and Parasuraman, et al., 1985).
Inseparability: Refers to that services are produced and consumed simultaneously. For instance,
as it is in car hiring. The person rendering the service becomes part of the service as how he does
it affect the quality of the service. Article of (Ibid pp 150-152) stated that for the service to be
produced and delivered to the end user, service providers integrate their most valuable resources
like employees, technologies, physical resources, governing systems and customers as well in the
best possible way so that service quality can be assured.

Perish-ability: Means service cannot be stored or saved to a future time. For example, hours
when cashiers are idle at the bank cannot be used to expand service on a busy day when long
queues are formed. Onkvisit and Shaw (1991) suggest, “Services are “time dependent” and “time

important” which make them very perishable.”
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2.1.2. Customer Service

Customer service means different things in different industries, but it always boils down to the
same basic elements — providing superior levels of service to patrons, constituents and clients.
Customer service is the provision of service to customer before, during and after a purchase. The
perception of success of such interactions is dependent on employees who can adjust themselves
to the personality of the gust. An organization that values good customer service may spend
more money in training employees than the average organization of may proactively interview
customer for feedback (Aldlaigan and Buttle, 2002).

From the point of view of an overall sales process engineering effort, customer service plays an
important role in an organization’s ability to generate income and revenue (Paul, 1998). From
that perspective, customer service should be included as part of an overall approach to systematic
improvement. One good customer service experience can change the entire perception a

customer holds towards the organization (Teresa and Dawn, n.d.).

2.1.3. Scope of Service Sector

The wide range of services marketed by profit making firms is reflected in the following
classification by industry:
e Housing Rentals of hotels, motels, apartment house and farms;
e Household operations like utilities, house repairs, repairs of equipment in the house land
scalping and household cleaning;
e Recreation and entertainment such as theatres, spectator sports, amusement parks rental
and repairs of equipment used to participate in recreation and entertainment activities;
e Personal care such as laundry, dry cleaning, beauty care;
e Medical and other health care including all medical services, dental nursing,
hospitalization optometry, and other health care;
e Private education like vocational school, nursery schools and some continuing education
programs;

e Business and other professional services such as legal, accountancy, and management;
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e Insurance, banking and other financial services such as personal and business insurance,
credit and loan services, investment, credit unions and credit card companies;
e Transport including flight and passenger services; and

e Communication as in telephone, computer, and copying services (Barnes, James G. 2001)

2.1.4. Service in Banking Sector

Financial service are the economic services provided by the finance industry, which
encompasses a broad range of business that manage money, including credit unions, banks,
credit card companies, insurance companies, accountancy companies, consumer finance
companies, stock brokerages, investment funds, individual managers and some government
sponsored enterprises (IMF. March 2012).

As financial service sector, Banks play an important and active role in the financial and
economic development of a country. An effective banking system greatly influences the growth
of a country in various sectors of the economy. It is crucial for banks to better understand
changing customer needs and adopt the latest information technology system in order to compete
more effectively with global organizations (Malhotra & Mukherjee, 2004).

However, globalization has altered customer behavior in regards to banking services, and the
operating environment for banking industry has become more dynamic and competitive. In
addition, the emergent of new forms of banking services such as automated teller machines,
internet banking, and phone banking as well as the global competition accelerate the need for
bankers to explore the importance of customer satisfaction and customer loyalty. Today, “the
bank goes to the customer rather than waiting for the customer to come to the bank™ (Firdaus et

al., 2010) cited on (Suzana, Jelena and Goran, 2015).
2.2. Quality
The concept of quality is not new: it has always been part of the academic tradition. There are

many significant challenges to defining quality, as it is an elusive term for which there is a wide

variety of interpretations depending upon the viewpoints of different stakeholders. Since

14



different definitions of quality are, appropriate under different circumstances various scholars
have defined it in a different way (Garvin, 1987; Sebastianelli and Tamimi, 2002).

Feigenbaum’s (1961) definition of quality is the total composite of marketing, engineering,
manufacturing and maintenance product characteristics through which the product meets the
expectations. It is interesting because it brings into consideration departments other than
manufacturing which contribute to the quality of product and service provided by the company to
meet the expectation of the customer.

Tuchman’s (1980) definition of quality is “a degree of excellence”; it is interesting but does not
really help in studying the area, as it is too vague. According to this definition, we might be
tempted to believe that a high specification car (say, for example, a Rolls Royce) is, inherently of
higher quality than a lower specification vehicle (such as Volkswagen Beetle). Juran’s simple
definition of quality is “fitness for use”; on the other hand, suggests that if both vehicles satisfy
the purpose for which they were purchased, they can both be quality products (Graeme, 2011).
The underlying philosophy of all the previous definitions of quality is the same consistency of
conformance, performance, and keeping the customer in mind. Garvin (1984) described five
basic approaches for quality definition (the transcendent approach; the product-based approach;
the manufacturing based approach; value- based approach; and the user-based approach). These
approaches have been adapted, refined and expanded throughout the literature to define quality
(Forker, 1991; Reeves and Bednar, 1994; Seawright and Young, 1996; Russell and Miles, 1998;
Fynes and Voss, 2001; Sebastianelli and Tamimi, 2002; Sousa and Voss 2002; Ojasalo, 2006;
and Zu et al., 2008).

According to Flood (1993), Quality means, “meeting customer (agreed) requirements, formal
and informal, at the lowest cost, first time every time”. Flood has tried to strength his definition
by including the meaning of different approaches. In his definition such as the customer based
view, product, manufacture based view and the value based view as well, however his definition
is still invalid and not reliable according to Routio’s (2009) criteria as it ignores the other
stakeholders.

The International Organization for Standardization (ISO) definition of quality is a universal
definition and adopted by a wide range of organizations all over the world both manufacturing
and service organizations as it successfully covers a lot of aspects in defining quality including

customer requirements, and product and/or service conformance to predetermined
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characteristics. As quoted, directly from ISO 9000:2015 Quality is “degree to which a set of
inherent characteristics fulfils requirements”. "Inherent", as opposed to "assigned", means
existing in something, especially as a permanent characteristics. “Characteristics”, distinguishing
feature. “Requirement”: Need or expectation that is stated, generally implied or obligatory.
"Generally implied” means it is custom or common practice for the organization, its Customers
and other interested parties.

However, this definition is not reliable because customer expectation cannot be measured, as
customers do not know what their expectations are particularly with infrequently purchase of
product and/or service (Cameron and Whetten, 1983; Lawrence and Reeves, 1993). This
definition is invalid according to Routio’s (2009) criteria as organization interested parties
concept may be inappropriate and the better word should be stakeholders and finally this
definition fails to cover the continuous review of the quality definition as previously discussed.

2.2.1. Service Quality

The concept of SQ has received a great deal of attention from both academicians and
practitioners throughout the past three decades. It is a concept that has aroused considerable
interest and debate in the research literature because of the difficulties in both defining and
measuring it with no consensus emerging on either (Wisniewski, 2001). The earliest concern for
what has become to be known as SQ appeared in 1976.

Churchill and Suprenant (1982) were among the earliest to hold the view later shared by others
that SQ was an attitude. One year after this significant research, Lewis and Booms (1983)
concluded that satisfaction was similar to attitude, and consequently they noted the significance
of processes and outcomes in defining SQ. SQ is defined as the degree of discrepancy between
customers’ normative expectations for service and their perceptions of service performance
(Parasuraman et al., 1985).

The definition of SQ can be extended to the overall evaluation of a specific service with ten SQ
dimensions: tangibles, reliability, responsiveness, competence, courtesy, credibility, security,
access, communication and understanding/knowing the customer (Parasuraman et al., 1985 &

1988). Zeithaml, Parasuraman and Berry (1990) refined the ten dimensions into five to measure
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customer’s perceived value of SQ, which is known as SERVQUAL and adopts the meeting
expectations paradigm to measure service.

Accordingly, service quality refers to the comparison customers make between their expectations
and their perceptions of service performance. An explication would be that it involves
evaluations of the outcome and process of service act with propositions put forward by
(Gronroos 1982; and Smith Bolton and Wagner, 1999); and Parasuraman, et al., (1985, 1988)
who posit service quality as the difference between consumer expectations of “what they want”
and their perceptions of “what they get”.

Oliver (1980) argues that SQ can be described as the result from customer comparisons between
their expectations about the service they will use and their perceptions about the service
company. This dependence on subjective feelings means that what is perceived as high quality
service may differ between individuals (Caruana, Money & Berthon, 2000).

However, some researchers continue to vacillate between the use of disconfirmation scores and
performance-only scores (Brady and Cronin, 2001; Brady, Cronin & Brand 2002). Thus, this
paradigm expounds that SQ = f (Performance (P) of the service). Cronin and Taylor (1992), after
extensively analyzing the literature, concluded that perceived SQ was best concept as an attitude;
“adequacy—importance” model is the most effective operational of SQ.

In short, Quality in service clients' minds is some aggregated net value of benefits perceived in
the service encounter over what had been expected (Klaus, 1986). From the client's perspective,
a service can be divided into two elements: the actual functional service and the manner in which
the service is performed or delivered. SQ is a term that encompasses both elements, although it is
most frequently used to refer to the actual functional service (Czepiel, 1986).

Although the four features of services namely (1) intangibility, (2) heterogeneity, (3)
simultaneity and (4) perish-ability have been recognized as significant in developing a construct
of S. Vargo and Lusch (2004) have argued that these characteristic differences between services
and products fail to delineate services from products adequately. They further argue that the
delineation represents the producer’s orientation, rather than the consumer’s view. Lovelock and
Gummesson (2004) also argue that the distinctive nature of services requires a distinctive
approach to defining and measuring service quality. As a result of the intangible multifaceted
nature of many services, it may be harder to evaluate the quality of a service than of a good
(Evangelos & Yannis, 2005).
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2.2.2. Service Quality and Customer Satisfaction

There has been an ongoing argue on the ways make use of to assess service quality and customer
satisfaction since a study by Reichheld (1996) found a positive financial impact because of
customer satisfaction, which prompted others to pursue the study of customer satisfaction.
Peterson and Wilson (1992) provided additional force to examine customer satisfaction by
demonstrating the value of customer satisfaction to a firm as opposed to the previous emphasis
of satisfying the customer through the product delivered. Customer satisfaction was considered
experiential at a specific level where service quality was an international try to reflect an attitude
(Jones and Earl, 1995).

Customer satisfaction provides a vital link between cumulative purchase and post-purchase
phenomena in terms of attitude change, repeat purchase and brand loyalty (Churchill &
Surprenant, 1982). With the focus of customer satisfaction now turning away from product and
to the delivery instrument. Berry, Bennet & Brown (1989) coined the term relationship
marketing, which brought about a new approach that resulted in the study, which came to be
called customer relationship management (CRM), a process to retain customers while treating
the relationships as assets.

Boulding, Kalra, Staelin and Zeithaml (1993) noted that service quality and customer satisfaction
were treated as the same by the business press. Parasuraman, et al (1985 & 1986) who called this
new measurement device SERVQUAL, introduced the value of gap measurement in customer
satisfaction in studies. Business consultants, corporations and others have worked to identify the
characteristics of organizations that consistently please their customers, to develop tools for
monitoring customer satisfaction, and to build continuous quality improvement systems that
respond to consumer feedback (Korda and Snoj, 2010).

Cronin and Taylor’s (1992) research yielded a new measurement tool identified as SERVPERF.
Their empirical study make use of structural equation modeling, which yielded a finding that
service quality should be vision as a determinant of customer satisfaction. Bitner (1990) took a
comparative approach to studying service quality satisfaction in a study of travelers in an airport.
From this study, she concluded that judgments about satisfaction were merely antecedents of the

elements of service quality.
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In a study (Lassar, Chris and Winsor, 2000) designed to evaluate SERVQUAL and
Technical/Functional Quality-based approaches in one service industry, they sought to compare
and contrast these two main notions relating to their skill to use service quality to foresee
customer satisfaction. However, by their own admissions, both of these studies (Lassar, et al,
2000) raised more questions than they answered.

Howcroft (1991) originate variables such as age and other demographics influence customer
choice and satisfaction. In spite of all the serious evaluations of SERVQUAL Parasuraman, et al
(1985 & 1988) with its changes, the dimensions come into sight to offer the best opportunity to
compare and measure customer satisfaction gaps against customer perceptions of service. Even
the critics of SERVQUAL acknowledge its usefulness in providing a reasonably reliable device
for customer satisfaction measurements (Churchill and Suprenant, 1982).

After the two landmark means of measuring SQ and CS were presented, Bitner, Booms and
Mohr, (1994) observed that determining what the CS make or what it’s meaning consists of is
not identical for all individuals or companies. Strong arguments were made to consider CS
judgments to be at the very least casual antecedents of SQ (Bitner, 1990). At the other extreme
an attempt to interrelate CS and SQ as one entity or process was determined to be problematic by
Taylor and Baker (1994) who strongly advocated the position that customer satisfaction and
service quality were separate and distinct.

Customer satisfaction is considered to be based upon value; therefore, it is closely related to
price, unlike SQ that is not related to price (Anderson, Claes and Donald, 1994). Ennew and
Binks (1996) conducted extensive research and adopted specific constructs of SQ and CS in
retail banking. A number of studies have identified the dimensions of SQ as the antecedents of
CS. Arasli, Smadi and Katircioglu (2005) found that reliability had the highest impact on CS.
Satisfaction reinforces quality perception and drives repeat purchases. Mengi (2009) found that
responsiveness and assurance are more important, but Bayyurt and Zaim (2010) found that
tangibility, reliability and empathy are important for CS.

Service quality has a positive influence on CS (Yee, Yeung & Cheng, 2010). Siddigi (2010)
examined the applicability of SQ of retail banking industry in Bangladesh and found that SQ is
positively correlated with CS; empathy had the highest positive correlation with CS, followed by
assurance and tangibility. On the other hand, Lo, Osman, Ramayah and Rahim (2010) found that
empathy and assurance had the highest influence on CS in the Malaysian retail banking industry.
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2.2.3. Measuring Service Quality

In this section, overviews of the service quality measurement models are given. As background
information for the discussion, the two contradicting paradigms that form the basis for measuring
SQ are given. As indicated in section 2.2.1 of this dissertation, SQ is not only an elusive
construct, but it is also indistinct and difficult to define and measure (Rathmell 1966; Pirsig
1974; Crosby 1979; Garvin 1983; Parasuraman et al. 1992; Gronroos 2000).

Over the years, researchers have made many attempts to define and measure the concept of SQ
(Lewis and Booms 1983; Gronroos 1984; Parasuraman et al. 1985, 1988 and Westbrook and
Peterson, 1998). Two distinct schools of thought are easily identifiable, despite the fact that
operationalization of SQ differs from researcher to researcher. One group of researchers supports
the disconfirmation paradigm of perceptions minus expectations; and the other group supports
the performance-based paradigm of the perceptions-only version of SQ.

In the mid 1980s, Berry and his colleagues Parasuraman (1985) began to study service quality
determinants and how customer evaluates the quality of services based on the Perceived SQ,
concept (Gronroos, 2005). The 10 determinants were found to characterize customers’
perception of the service. One of the determinants, competence, is clearly related to the technical
quality of the outcome and another creditability, is closely connected to the image aspect of
perceived quality. However, it is interesting to observe that the rest of the determinants are more
or less related to the process dimension of perceived quality (Gronroos, 2005).

Consumers evaluate (perceived) service quality by comparing expectations with experiences of
the services received, according to Gronroos (1984). Lewis and Booms (1983) further supports
this viewpoint argue that SQ is a measure of how well the service level delivered matches
customer expectations on a consistent basis. The implication of their viewpoint is that delivering
quality service means conforming to customer expectations on a consistent basis. Focus group
interviews held by Parasuraman et al. (1985) further affirmed that SQ is derived from the
comparison between a customer’s expectations for SQ performance versus the actual perceived
performance of SQ (perception minus expectations).

Parasuraman et al. (1988) also stated, “Perceived service quality is viewed as the level of
discrepancy between consumers’ perceptions and expectations”. According to Parasuraman et al.

(1985, 1988), SQ is an overall evaluation similar to attitude, the “expectancy disconfirmation”
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model is an appropriate operationalization of SQ, and SQ (as a form of attitude) results from the
comparison of perceptions with expectations.

The performance-based paradigm, which has been discussed in the preceding section,
highlighted that there is little theoretical evidence, if any that supports the relevance of
perception-minus-expectations gaps as the appropriate basis for assessing SQ (Carman 1990).
Brown, Churchill and Peter (1993) further argue that there are serious problems in
conceptualizing service quality as a difference score.

In the marketing literature, there has been much support for simple performance-based measures
of SQ (Mazis et al. 1975; Woodruff et al. 1983; Bolton and Drew 1991). Cronin and Taylor
(1992) have affirmed, as indicated in some sections of this study, that an unweighted
performance-based approach is a more appropriate basis for assessing service quality. Babakus
and Boller (1992) have also supported the use of performance based measures of service quality
over gap measures. The performance-based paradigm can therefore, be best summarized by
Cronin and Taylor’s (1992) viewpoints that perceived service quality is best conceptualized as an
attitude and that current performance adequately captures consumers’ perceptions of the service

quality offered by a specific service provider.

2.3. Service Quality Measurement Models

A model developed by Gronroos (1984) highlights how consumers compare the service as
experienced with the service as expected in evaluating service quality; basically supporting the
disconfirmation paradigm. This model attempts to understand how customers perceive the
quality of a given service. The model also divides the customer’s experiences of any particular
service into two dimensions, namely (1) the technical quality (i.e., what the consumer receives or
the technical outcome of the service delivery process) and (2) the functional quality (i.e., how the
customer receives the technical outcome). In the context of services, Gronroos (1984) suggests
that functional quality is generally perceived to be more important than technical quality. The
assumption was that the service is provided at a technically satisfactory level. What is important
about Gronroos’s model is how it discusses service quality to include the way in which it is

delivered.

21



Measuring service quality had always been a challenge for service providers because of the
intangible and most notably the inseparable and heterogeneous nature of service. As such
services are more akin to performances rather than objects. These distinctions enabled
Parasuranam, et al., (1985) to develop an instrument for measuring SQ, SERVQUAL, which has
subsequently dominated both academic and practitioner perspectives (Buttle, 1996;
Robinson,1999). SERVQUAL measures perceptions of SQ across five dimensions: tangibles;
reliability; responsiveness; assurance and empathy.

There have been diverse SQ models such as Cronin and Taylor (1992, 1994); Dabholkar, Thorpe
& Rentz, (1996); Gronroos (1984); Parasuraman et al., (1985, 1988); Parasuraman et al., (1994).
Among these models, however, there has been attentively emerging an eternal debate centering
on between the SERVQUAL scale proposed by Parasuraman et al. (1985, 1988) and the
SERVPEREF scale proposed by Cronin and Taylor (1992, 1994) so far. It is more likely that
SERVQUAL is the most cited measurement tool (Kandampully, 2000).

Subsequent exploratory research conducted by Parasuraman et al. (1985) discussed several
insights and propositions concerning consumers’ perceptions of SQ. Included in their proposal is
a more elaborate SQ model with various SQ determinants based on an interpretation of
qualitative data generated through in-depth interviews and focus group discussions in four
different service areas, namely (1) retail banking, (2) credit card, (3) securities brokerage, and (4)
product repair and maintenance. In fact, the SQ measurement tool has its foundation in
SERVQUAL. Parasuraman et al.’s (1988) conceptualization and operationalisation are the
foundation of the Sq measurement scale SERVQUAL.

Notwithstanding, Cronin and Taylor (1992) protest that there are several inadequate problems
existing inherently in the Parasuraman et al.” s (1985) use of the disconfirmation paradigm to
measure the SQ. In particular, Cronin and Taylor (1992) strongly dispute that if the term of SQ is
regarded as “similar to attitude” it can be better operationalized if represented under a
conceptualization based on attitude. It means SQ should be measured based only on customer
perceptions rather than the results of subtracting customer expectations by customer perceptions.
Thus, adding the customer expectation scores to evaluate SQ may be incompetent and redundant
(Carman, 1990; Cronin & Taylor, 1994). This can be explained by the fact that human beings
usually have a consistent intention of giving a high expectation rate to judge about the SQ of the

provider and the evaluative scores of their perceptions on SQ (Babakus & Boller, 1992).
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Carman (1990) in his study found from six to eight dimensions, while Babakus and Boller (1992)
determined that a two-dimension approach offered the most efficient and effective measurement
device. Cronin and Taylor’s (1992) findings are in favor of statement that the SERVPERF scale
IS more superior in measuring SQ over SERVQUAL scale. Furthermore, Hope and Mihlemann
(1997) suppose that this approach overcomes some of the problems attaching SERVQUAL
raising expectations, administration of the two part questionnaire and the statistical properties of
different scores. Available literature in Vietnamese affirms that SERVPERF scale is preferable
and favorable in the setting like Vietnam both theory and empirically (Le & Nguyen, 2013). The
results from Nguyen and Pham (2007) reveal that SERVPERF scale performs superiority in
measuring the customers’ perceptions.

Numerous studies have been undertaken to assess the superiority of these two scales, but
consensus continues to elude as to which one is a better scale. The following two sections
provide an overview of the operationalization and methodological issues concerning these two

scales.

2.3.1. SERVQUAL Scale

The literature review points to SERVQUAL developed by Parasuraman, et al (1988) as the
optimum measuring device that can be modified to accomplish predicting customer perceptions
against expectations and the casting of those perceptions and expectations against the service
provider perceptions of what it will require to satisfy the customers’ service needs.

SERVQUAL (an acronym derived from the term “Service Quality”) is a well-tested survey
method for measuring SQ, which focuses on five SQ dimensions. The SERVQUAL scale
constitutes an important landmark in the SQ literature and is most used model for measuring SQ.
On this scale, Parasuraman, et al., (1985, 1988) propose SQ as a function of the differences
between expectation and performance along quality dimensions. This is known as the GAP
model. Initially the model had 10 dimensions of SQ, which were later reduced to five dimensions
that consumers use to evaluate SQ. Reliability, Assurance (communication, competence,
credibility, courtesy and security), Tangibles, Empathy (which capture access and understanding
customers) and Responsiveness- the firm’s willingness to assist its customers by providing

prompt service.
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Regardless of the conflicting research evidence presented, the SERVQUAL determinants have
been widely accepted in the areas of SQ and CS. SERVQUAL surveys usually include 22 service
areas distributed throughout the above-mentioned five service quality dimensions. The survey
often asks the customers to provide two different ratings on each attribute- one reflecting the
level of service they would expect from excellent companies in a given sector and the other
reflecting their perception of the service delivered by a specific company within a sector. The
difference between the expectation and perception rating constitutes a qualified measure of SQ
(Mack H. and Peter Karp, 1989).

In the GAP model, the emphasis is on the relationship of satisfaction to the size and direction of
a person’s experiences vis-a-vis his or her initial expectations (Churchill and Surprenant 1982;
Parasuraman, et al. 1985; Smith and Houston 1982). As explained earlier in this section, the
GAP is the difference between customer “expectations” and “perceptions” (Parasuraman et al.
1988). Customers’ responses to their expectations and perceptions are obtained on a different-
point Likert scale and are compared to arrive at (P-E) gap scores. The higher (more positive) the
perception minus expectation score, the higher is perceived to be the level of SQ. In an equation

form, their operationalization of SQ can be expressed as follows:
k

SQi = Z(Pij — Eij)

j=1
Where: SQ; = perceived service quality of individual ‘i’

k = number of service attributes/items

P = perception of individual ‘1> with respect to performance of a service firm attribute ‘j’

E = service quality expectation for attribute ‘j” that is the relevant norm for individual ‘i’
Validity of (P-E) measurement framework has also come under attack due to problems with the
conceptualization and measurement of expectation component of the SERVQUAL scale. While
perception (P) is definable and measurable in a straightforward manner as the consumer’s belief
about service is experienced, expectation (E) is subject to multiple interpretations and as such
has been operationalized differently by different authors/ researchers (e.g., Babakus and Inhofe,
1989; Brown and Swartz, 1989; Dabholkar, Shepherd & Thorpe, 2000; Gronroos, 1990; Teas,
1993, 1994). Initially, Parasuraman, et al., (1985, 1988) defined expectation close on the lines of
Miller (1977) as ‘desires or wants of consumers,’ i.e., what they feel a service provider should

offer rather than would offer.
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This conceptualization was based on the reasoning that the term ‘expectation’ has been used
differently in SQ literature than in the CS literature where it is defined as a prediction of future
events, i.e., what customers feel a service provider would offer. Parasuraman, et al., (1990)
labeled this ‘should be’ expectation as ‘normative expectation,” and posited it as being similar to
‘ideal expectation’ (Zeithaml and Parasuraman, 1991). Later, realizing the problem with this
interpretation, they themselves proposed a revised expectation (E*) measure, i.e., what the
customer would expect from ‘excellent’ service (Parasuraman, et al., 1994).

The revised SERVQUAL was developed to reduce the number of items, leading to the extended
SQ models. The extended model interestingly includes such factors as communication and
control process implementation in organizations to manage employees (Huczynski 1992).
Although the SERVQUAL model is still widely used, it has been much criticized by
academicians on various conceptual and operational grounds. It is because of the vagueness of
the expectation concept that some researchers like Babakus and Boller (1992), Bolton and Drew
(1991a), Brown, Churchill and Peter (1993), and Carman (1990) stressed the need for developing
a methodologically more precise scale. Therefore, Cronin and Taylor (1992) developed a
“performance-based” SQ measurement instrument called SERVPERF model. Which pointed out
that measuring expectation is not necessary and that respondents are able to evaluate SQ by

perceptions of service delivered only.

2.3.2. SERVPERF Scale

Cronin and Taylor (1992) were amongst the researchers who leveled maximum attack on the
SERVQUAL scale. According to Cronin and Taylor (1992), their unweighted performance-
based SERVPERF instrument was a better method of measuring service quality. Their scale had
a reliability rate rating from 0.88 to 0.96 (i.e., indicating a high degree of internal consistency),
depending on the type of service industry, and exhibited good convergent validity and good
discriminate validity. Besides theoretical arguments, Cronin and Taylor (1992) provided
empirical evidence across four industries (namely banks, pest control, dry cleaning, and fast
food) to corroborate the superiority of their ‘performance-only’ instrument over disconfirmation-

based SERVQUAL scale. Being a variant of the SERVQUAL scale and containing perceived
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performance component alone ‘performance only’ scale is comprised of only 22 items. A higher

perceived performance implies higher SQ. In equation form, it can be expressed as:

k
SQi = ZPij
=

Where: SQ; = perceived service quality of individual ‘i’

k = number of service attributes/items

P = perception of individual ‘i’ with respect to performance of a service firm on attribute °j’
Methodologically, the SERVPERF scale represents marked improvement over the SERVQUAL
scale. Not only is the scale more efficient in reducing the number of items to be measured by 50
percent, it has also been empirically found superior to the SERVQUAL scale for being able to
explain greater variance in the overall SQ measured through the use of single-item scale. This
explains the considerable support that has emerged over time in favor of the SERVPERF scale
(Babakus and Boller, 1992; Bolton and Drew, 1991b; Boulding et al., 1993; Churchill and
Surprenant, 1982; Gotlieb, Grewal and Brown, 1994; Hartline and Ferrell, 1996; Mazis, Antola
and Klippel, 1975; Woodruff, Cadotte and Jenkins, 1983).
Though still lagging behind the SERVQUAL scale in application, researchers have increasingly
started making use of the performance-only measure of SQ (Andaleeb and Basu, 1994; Babakus
and Boller, 1992; Cronin et al., 2000; and Cronin and Taylor, 1992, 1994). Also when applied in
conjunction with the SERVQUAL scale the SERVPERF measure has outperformed the
SERVQUAL scale (Babakus and Boller, 1992; Brady, Cronin and Brand, 2002; Cronin and
Taylor, 1992). Seeing its superiority, even Zeithaml (one of the founders of the SERVQUAL
scale) in a recent study observed “...Our results are incompatible with both the one-dimensional
view of expectations and the gap formation for service quality; Instead, we find that perceived
quality is directly influenced only by perceptions (of performance)” (Boulding et al., 1993). This
admittance cogently lends a testimony to the superiority of the SERVPERF scale.
Regardless of the service quality measurement used, it is evident that service quality influences
customers’ perceived value, satisfaction, re-visit and loyalty. The SERVPERF scale developed
by Cronin and Taylor (1992) is one of the important variants of the SERVQUAL scale. For,
being based on the perception component alone, it has been conceptually and methodologically
posited as a better scale than the SERVQUAL scale, which has its origin in disconfirmation

paradigm (McCoy, John, Larry, Frieder, Robert, and Hedges, 1994).
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2.4. Quality Dimensions in Relation to the Banking Sector

The most extensive research in to service quality is strongly user oriented. Zeithmal and Berry
(1990) cited in Lovelock and Wirtz (2004) identified criteria consumers use in evaluating SQ. In
subsequent research, they found a high degree of correlation among several of these variables
and so consolidated them into five broad dimensions.

Tangibility: The physical facilities/surroundings represented by interior design and subjects (for
example, the appearance of employee). The customer perceives that all the tangible aspects of
the service are fit for the task and is customer friendly. Examples of the tangible factor related to
banks include comfortable store designs, up-to-date equipment for customer use and sufficient
staff to provide service. These aspects are important for retail banks, because there are extensive
face-to-face contacts between a customer and an employee (Van Iwaarden, van der Wiele, Ball
& Millen 2003).

Reliability: The service provider’s ability to provide dependably and accurately services. The
major reason for customers to choose banks for investment funds is the dependability and
reputation of banks. Banks always promise customers a high level of security during
transactions. Banking service can increase customers’ confidence and trust if employees are able
to provide appropriate service to each customer. For instance, understanding the needs of each
individual customer and knowing the customers’ (Van Iwaarden et al., 2003).

Responsiveness: This represents the firms’ willingness to assist its customers by providing fast
and efficient services (Zeithmal et al., 1988). It represents the customer’s perception that the
service provider responds quickly and accurately to his or her specific needs and demands. In
order to be helpful and responsive to customers, HSBC, for example, has incorporated the
statement due date on SMS alerts sent to cardholders (HSBC, 2011). This personal service aims
to enhance customer satisfaction.

Assurance: Diverse features the knowledge and courtesy of employees and their ability to
convey trust and confidence so that the customer feels he or she is in courteous, able and
competent hands. Bank commitments are important, as customers may save a large sum of
money in banks. For complicated products such as insurance, funds, and margins, employees
must provide a clear explanation of each product to customers, so that customers can feel

confident about the services provided by banks (Van Iwaarden et al., 2003).
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Empathy: Providing caring and individualized attention for customers to make them feel they
are receiving caring services and individualized attention. Employees who show understanding
of customer needs and are knowledgeable to solve customer problems are success factors for the
service industry. Friendly customer service pleases customers when they walk into a bank and
these interactions are reflected through empathy dimensions. The purpose of this dimension is to
retain customers to keep using the bank service (Van Iwaarden et al., 2003).

Convenience: refers to the availability of offices and ATM machines near to customers, special
service for elderly/disabled customers and websites for easy access to information. With the
development of information technology, customers increasingly expect higher service; thus
convenience is one of major concern for the bank customers. The perception of service
“convenience” may affect customers’ overall evaluation of the service, including satisfaction
with the service and perceived SQ and fairness (Berry, Parasuraman, Zeithaml, 2006).

These five SQ dimensions have been developed for the service sectors: tangibility, reliability,
assurance, responsiveness, and empathy, consisted of 22 statements taken from the SERVQUAL
model due to Parasuraman et al. (1985) and Cronin, and Taylor (1992) and the additional
dimension, convenience, consisting of four statements are working as an improvement tools
for the one who does SQ measurement using these scales.

According to Mesay (2012) who made a research on measuring the quality of service offered by
private banks operating in Ethiopian banking sector using SERVPERF model in Hawassa city.
There is a positive correlation between the dimension of SQ and CS, which in turn leads to high
level of customer commitment and loyalty. The research proves that empathy and responsiveness
plays the most important role in customer satisfaction level followed by tangibility, assurance
and finally the bank reliability.

Since the introduction in 1988 of SERVQUAL by Parasuraman, et al (1988), there have been
numerous revisions to the original format, but most researchers who have been frequent critics of
this measurement device (e.g., Brown, et al; 1993, Teas, 1993; Dabholkar, et al, 2000) accept
and recognize the determinant roles of expectations and perceptions in SQ evaluation. The area
that is most troublesome for the critics of SERVQUAL revolves around whether the five key
dimensions capture all of the possible determinants of SQ.

Teas (1993) found serious objections to SERVQUAL. He felt that the interpretation of the
expectations standard was flawed. Additionally, operationalization of the expectation standard
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was not a workable option. He had problems with the evaluation of alternative models specifying
the SQ construct as set out in the SERVQUAL instrument. His concerns were similar to Brown
et al (1993) with regard to whether the five key dimensions capture all of the possible
determinants of service quality.

Dabholkar et al, (2000) also was critical of SERVQUAL’s five dimensions. They also found that
perceptions and measured disconfirmation are more advantageous than computed
disconfirmation, but they suggest further study to determine their study’s ability to predict the
power of SQ and customer satisfaction evaluations. They also recommend measured

disconfirmation if gap analysis is used.

2.5. Bank Service Quality Measurement

The applicability of the service quality measure was tested in the retail banking industry in India
(Angur, Nataraajan & Jahera, 1999). There are a number of researchers who have adopted
SERVQUAL for measuring SQ in the banking sector (Bahia and Nantel, 2000; Bhat, 2005;
Amudha and Banu, 2007; Ladhari, Ladhari and Morales, 2011; Rahaman, Abdullah and
Rahman, 2011; Rakesh, 2012; Sulieman, 2013; llyas, 2013; Lau, 2013; Panda and Kondasani,
2014). Avkiran (1994) adopted SERVQUAL and developed the BANKSERYV model to measure
SQ in retail banking as perceived by customers. The BANKSERV model obtained four
dimensions of SQ: staff conduct, credibility, communication, and access to teller service. Bahia
and Nantel (2000) as well used the SERVQUAL model and developed a new scale for perceived
SQ in retail banking. The proposed scale, called banking service quality (BSQ), had 31 items and
6 dimensions, namely: effectiveness and assurance, access, price, tangibles, services portfolio
and reliability. Aldaigan and Buttle (2002) developed a new scale called SYSTRASQ, to
measure SQ perceptions of bank customers. Their 21-item scale consists of four dimensions:
service system quality, behavioral service quality, service transactional accuracy, and machine
service quality. Most recently, Vanparia and Tsoukatos (2013) tested SERVQUAL, SERVPERF,
BSQ and BANKQUAL for measuring the service quality of public and private banks in India.
The purpose of their study was to find which of these models is the most effective for measuring
service quality in banks. They discovered that the BANKQUAL scale has the highest reliability

in comparison to other instruments tested in their research.
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However, based on extensive research spanning 17 years (from 1988 through 2005) Carrillat,
Jaramillo, and Mulki (2007) showed that SERVQUAL is a valid predictor of overall SQ. They
also showed that while there is no significant difference between SERVQUAL and SERVPUREF,
the former has advantage of offering better diagnostic capability since, in addition to measuring
overall customer satisfaction, it allows evaluation of the gaps, if any, for each dimension as well
as the various elements within each dimension. In view of the fact that an important objective of
evaluating CS is identifying potential areas for continuous improvement, SERVQUAL therefore
has clear advantages over SERVPERF.

2.6. Current Practices of Service Quality Measurement in BOA

Currently BOA does not have any service quality and/or customer satisfaction measurement
model rather it measure its performance and customer satisfaction through the number of account
holders, the amount of deposit, the loans and advance extended and the number and/or the
remittance of its foreign service activities. This motivate the researcher to does this study without
doubt, conceptual SQ models are useful in so much as they provide an overview of the factors
which have the potential to influence the quality of an organization and its service offerings.
Banks by their nature do not produce tangible goods but provide services which must meet the
requirements of their customers. In this regard, it is imperative for BOA to set its standards in
terms of service quality and continuously measure of customer satisfaction so as to determine

existing gaps and how they can be closed.

2.7. Service Quality Improvement for Retail Banking Industry

Banks offer services and they usually experience difficulties in managing them. Thus, service
quality has emerged as a key strategy adopted to offer quality service to customers. In
consequence, in the retail banking industry, where many similar products are available, banking
practitioners have to pay close attention to superior service provision. This is because SQ does
not impact only on the customer decision-making process, but also influences CS, purchase
retention, loyalty and business survival as shown in many studies (Adebanjo, 2001; Berry et al.,
1994; Li et al., 2001; Lim & Tang, 2000; Newman & Cowling, 1996; Youssef et al., 1996).
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Banks face great changes in their business environment where adjustments and improvements
are needed. Customer expectations and needs for services have substantially increased. As
customers become better educated, they demand new products, better and more reliable delivery,
as well as more responsive services. As a consequence, to improve competitiveness, banks have
to understand customer needs and expectations (Parasuraman, 1991) and satisfy their customers
by providing better products and services.

Service quality will sustain the customers’ confidence in a service provider’s service delivery,
attract more new customers, increase business with existing clients, reduce dissatisfied customers
with fewer mistakes, maximize a company’s profits and increase customer satisfaction (Berry et
al., 1994). Further, SQ is considered to not only meet but to exceed customer expectations and
should include a continuous improvement process. Customers evaluate banks’ performance
mainly on the process of their interpersonal contacts and interactions (Grénroos, 1990).
Customer satisfaction and service quality are one of the basic opportunities which help to run, to
improve business and profit of the company and especially save the loyalty of its customers.
Good service is a result of organized corporate culture. There are many definitions of
organized corporate culture, most of which come down to understanding the culture of the
organization as a system of different elements and values are the basis of it (Ronzina, 2010).
Setting the values of a generalized trend of activity, rules, regulations and standards concretize
this direction. SQ is that component in the structure of the corporate culture, which, on the one
hand is a manifestation of values prevailing in the organization, and on the other hand, defines
the specific parameters of behavior. Organization may benefit maintenance or to develop and
implement certain requirements to customer service (Ronzina, 2010).

Considering the behavior of the parameters in organization, they can be standardized in order to
quality customer service: Speech formulas, the language (vocabulary), Facial expressions,
gestures, Proximity (what position, how to communicate with the customers), Clothes, Makeup,
jewelry, State of the environment (must be clean), Speed of service and response times, Security
in the transaction process and the like (Ronzina, 2010).

Service quality must be determined by certain external and internal factors of life of the
organization. The more consciously the specific content of these factors are, the more subtle they
are considered in the development of the SQ that it will be effective. These factors are: Norms of

human rights, Cultural norms that exist in a society in which the organization offers its products
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/services, The values and mission of the organization, Characteristics of the goods and services
offered, Characteristics of target groups (clients), Features of the premises where customers are
served (close, spacious, quiet, noisy, etc.) and Other related factors (Ronzina, 2010).

Customer Satisfaction and Service Quality depend a lot on Organization Standards (OS) of the
company where they are applied. Latest might work as a great benefit to improve the profit and
customer satisfaction (Ronzina, 2010). Since customers’ loyalty behaviors are driven by their
attitudes, loyalty must be managed through satisfaction rather than directly emphasizing the
importance of producing actionable outcomes from CS.

2.8. Advantages of Customer Satisfaction Measurement Programs

Although customer satisfaction is a necessary but not a sufficient condition for the financial
viability, several researches have shown that there is a significant correlation among satisfaction
level, customer loyalty and profitability. The most important advantages of a customer
satisfaction measurement survey are summarized as follows (Grigoroudis & Siskov 2010):

v Customer satisfaction measurement programs improve the communication with the total
clientele, provided that they constitute continuous and systematic efforts of the business
organization.

v Business organizations may examine whether the provided services fulfill customer
expectations. Furthermore, it is possible to examine whether new actions, effort, and
programs have any impact on the organizations’ clientele.

v' The critical satisfaction dimensions, which should be improved, are identified, as well as
the ways through which this improvement may be achieved.

v' The most important strengths and weakness of the business organization against
competition are determined, based on customer perceptions and judgments.

v" The personnel of the business organization are motivated to increase its productivity
given that all improvement efforts, regarding the offered services, are evaluated by the

customers themselves.
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CHAPTER THREE
RESEARCH METHODOLOGY

This section specifies the research design and methodology used in this study. It covers, research
design and methodology, tools and sources of data collection, data collection instruments, target
population, sample size & sampling techniques, Procedure for Data Collection, methods of data

processing & analyzing and reliability & validity of the instrument.

3.1. Research Design and Methodology

The study empirically investigates customers’ expectations and perceptions of banking service
quality and identifies the relationship between service quality dimensions and customer
satisfaction of Bank of Abyssinia S.C. in Addis Ababa City. Variables of interest in a sample of
customers are examined once and the relationships between them are determined.

The researcher decided to use the descriptive form of research design to provide solutions to the
research problems. Descriptive research involves gathering data that describe events and then
organizes, tabulates, depicts, and describes the data collection. This research design is used
because it often uses visual aids such as graphs and charts to aid the reader in understanding the
data distribution. Because the human mind cannot extract the full import of a large mass of raw
data, descriptive statistics are very important in reducing the data to manageable form (Glass &
Hopkins, 1984).

Descriptive analysis was used to present a profile of the respondents and to identify the mean and
standard deviation of each SERVQUAL, SERVPERF and satisfaction. The quantitative analysis
was used to determine the correlation between independent and dependent variables. In addition,
data were collected on the five dimensions of SERVQUAL (Parasuraman et al., 1988) and
Cronin and Taylor’s (1992) SERVPERF models with one additional dimension used in the
measurement of perception of service quality. Explanatory study is used to explain the
relationship between dependent variable (Customer satisfaction) and independent variables
(service quality dimensions) to investigate correlation and multiple regressions. In order to

achieve this, both primary and secondary data sources are used.
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3.2. Tools and Sources of Data Collection

Two sources of data (primary and secondary) were used. The primary data were gathered
through questionnaire and interview technique for this study. Questionnaires were distributed to
respondents under the researcher supervision to customers of Bank of Abyssinia S.C. selected
Addis Ababa branches. All respondents were given a questionnaire with explanation before
filling in. However, the researcher could not manage the interview, as the planned population
was too busy to meet due to their daily activity. Service attributes from literature reviewed as
well as those highlighted in the SERVQUAL model (Parasuramanet et al., 1988) & SERVPERF
model Cronin and Taylor’s (1992) formed the basis of the questionnaire.

However, there are some questions in the literature about the dimensionality and measurement of
SERVQUAL, it used as measurement of SQ in this study for the following reasons. First,
SERVQUAL is much documented in many studies, its strength and weakness have been
extensively discussed and it has been used to assess the quality of various service industries.
Second, prior research has shown that even when SERVQUAL scores and checked by
dimensions, a strong and steady link holds between SERVQUAL scores and some global quality
measures, such as the service firms’ overall quality and the willingness to recommend the firm to
a friend (Parasurman et al., 1988). Besides, among all other models, the SEVQUAL model is still
the strongest in measuring CS in many organizations.

Since the study has an attempt to made a comparative assessment of the SERVQUAL and the
SERVPEREF scales in the Bank context in terms of their validity, ability to explain variance in
the overall SQ, parsimony in data collection and more importantly their diagnostic ability to
provide insights for managerial interventions in case of quality shortfalls. The researcher also
used SERVPERF scale as measurement of SQ in this study for the following reasons. First,
SERVPERF is much documented in many studies too, its strength and weakness have been
extensively discussed and Cronin and Taylor (1992) were amongst the researchers who leveled
maximum attack on the SERVQUAL scale. Besides theoretical arguments, Cronin and Taylor
(1992) provided empirical evidence across four industries (namely banks, pest control, dry
cleaning, and fast food) to corroborate the superiority of their ‘performance-only’ instrument
over disconfirmation-based SERVQUAL scale. Furthermore, among all other models, the

SERVPERF model is still the strongest in measuring CS in many organizations too.
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Data Analysis was conducted using Statistical Package for Social Sciences (SPSS) computer
software, which is used to carry out the data analysis. The secondary data collected were
gathered from books, research journals, published and unpublished materials of BOA and web
addresses.

3.3. Data collection Instruments

To collect the primary data from sample customers of BOA, the researcher employed structured
questionnaire. Five service quality dimensions developed by Parasurmanet (1988) and Cronin
and Taylor (1992) were used for the questionnaire. In the literature, these days’ customers feel
that the service provider, its location, operating hours, employees, and operational systems are
designed and operate as that it is easy to get access to the service and are prepared to adjust to the
demands and wishes of the customer in a flexible way (process related criteria). Thus, in addition
to the existing five dimensions, the researcher added the dimension “convenience” that is related
to easy to get ATM/VISA card in the bank, available and clear information sign on how to use
the banks’ services and facilities, and convenient location of the ATMs of the bank consisting of
four statements is added according. Therefore, the researcher used a modified SERVQUAL
dimensions. This modified instrument had two parts, expectation and perception, with 26
questions each and 52 questions in total. The perception section is also used to indicate the
customers’ degree of agreement for the SERVPERF model as it is ‘performance-only’
instrument over disconfirmation-based SERVQUAL scale.

A Total number of 26 questions on service quality and 1 question on customer satisfaction were
administered to the sample of the population on which the analysis was based. Respondents were
expected to tick the chosen appropriate answer, which are corresponding to a given mark in
Likert scale starting by 1=strongly agree to 5=strongly disagree for service quality dimensions.
Customer satisfaction was measured with one scale adopted from Lovelock and Wright (1999)
with response ranging from highly satisfies (1) to highly dissatisfy (5). There are several reasons
behind the selection of this method. First, it allows large amounts of information to be obtained
at a relatively low cost. Second, more accurate and precise responses are obtained because
interviewer bias can be avoided; third, to make the questions interesting to the respondents and to

insure maximum response rate.
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3.4. Target Population

The focus of this study was to identify the service quality provided by Bank of Abyssinia S.C.
The study population was made up of customer of the Bank branches who were requesting or not
requesting services at the time questionnaires were distributed. As per the information from
Marketing Communications & Operations function, as of March 2018, in total the Bank has one
million customers from 290 branches, 554,333 of the total customers are found in Addis Ababa
133 branches. This means, the target populations for the study were those who are subscribed in
both east and west Addis Ababa districts grade four to one of 133 Branches 554,333 customers.
These districts cover the whole branches found in Addis Ababa city. Consequently, the branches
selected for this research perform all banking functions (services). For this reason, the selected
branches qualified as a good representative of the entire branches. Besides, customers of the

selected branches, include all of the various categories of customers of BOA.
3.5. Sampling Technique and Sample Size

From the total population of 554,333 customers of BOA in Addis Ababa city in both east and
west districts grade one to four 133 branches, the sample size was 400 respondents. The sample
size is determined using the previously proven formula developed by Yemne (1967); which

states as follow:

N
1+ N (e)?

Where n is the sample size
N is the accessible population size

e is sampling error 10% at 95% of level of confidence, (0.05)

Using this formula, considering 10 percent margin of error, 95 percent level of precision and a
proportion of 90 percent for the maximum possible degree of variability the sample size taken
from the population is 400 respondents. That is:

554,333

n = = =
1+ 554,333 (0.05)2 399.70 400
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3.6. Procedure for Data Collection

The bank’s branches have four sub groups such as Simplest (grade 1), Less Complex (grade 2),
Moderately Complex (grade 3) and Most Complex/Corporate (grade 4). The sample of this
research was made up of customers of BOA branches. A disproportionate stratified sampling
technique was used to select the branches and a proportionate stratified sampling technique had
been used to select the customers from each grade. To get the decided number of customers from
each stratum, simple random sampling used because every element in the population has equal
chance of being chosen so thus keep away from biasness. The research used non-probability
convenience sampling technique to collect data because it is fast, inexpensive & easy and the
subjects are readily available. Researchers use convenience sampling not just because it is easy
but because it also has other research advantages. Convenience sample is usually used because it
allows the researcher to obtain basic data and trends regarding his/her study without the
complications of using a randomized sample.

As of March 31, 2018 BOA had 80 Grade 1 branches, 36 Grade 2branches, 14 Grade 3 branches
and 3 Grade 4 branches in Addis Ababa City. Thus, 12 branches are selected from 133 branches
and three branches are selected from each grade accordingly. 400 questionnaires were distributed
to potential respondents and 381 returned, of which 25 were incomplete and omitted from the
analysis. This makes a response rate of 88.75% (N=400). The table below represents list of

branches the questionnaire was distributed to.

Table 1: Sample Proportion Taken from Branches

S.No Grade of No. of Customers Number of sample
Name of Branch Branches in each Grade distributed to each Grade
1 Gurd Shola Hayahulete 1 147
Mazoria Simplest 203,946
Moenco
2 Aba Koran 2 108
Goffa Less Complex 149,160
Legehar
Filwuha 3
3 Guenet Moderately 107,143 77
Negadras Complex
4 Bole Corporate 4 68
Habesha Corporate Most Complex 94,084
Ras Corporate
Total 554,333 400

Source: BOA Management Information System Report (March, 2018)
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The researcher would distribute the questionnaires, to each selected branch personally then they
would distribute it to each respondent (customers) personally during working hours when

customer comes to get service.

3.7. Methods of Data Processing and Analysis

In order to fulfill the proposed research objectives, empirical research was carried out, with the
primary data collected through a modified SERVQUAL and/or SERVPERF scales. In order to
achieve the study goals, descriptive statistics, exploratory factor analysis, and reliability analysis
were performed. Descriptive statistics was used to examine the demographic profile of the
respondents and to evaluate service quality expectations and perceptions of bank customers. The
majority of quantitative data were presented in frequency and percentage distribution tables. In
this process, demographic variables of the respondents and mean, percentage and frequencies
scores of the service quality dimensions are interpreted. Furthermore, SERVQUAL &
SERVPERF scales were performed to determine the significance of differences between
perceived and expected scores of service quality.

In order to analyze the collected data for this study the researcher used the Statistical Package for
Social Science (SPSS). The responses were edited and variables were coded before analysis. To
find out if the SERVQUAL and/or the SERVPERF are applicable in this study, factor analysis
was used. Factor analysis is important to remove the redundant (highly correlated) variables from
the survey data and to reduce the number of variables into specific number of dimensions.
Besides, the data were analyzed using correlation and regression analysis to explore the
relationship between the variables.

3.8. Reliability and Validity of the Instrument

A number of different steps were taken to ensure the validity and reliability of the study. Data
were collected from reliable sources. With meaning, that questionnaire was made based on
literature review to ensure the validity of the result; questionnaire was pre-tested by experienced
persons to ensure it measured what it was supposed to; and the whole research was carried out

under supervision of the researcher to avoid missing data. The Cronbach alpha coefficient is an
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indicator of internal consistency of the scale. A high value of the Cronbach alpha coefficient
suggests that the items that make up the scale ‘hang together’ and measure the same underlying
construct. A value of Cronbach alpha above 0.70 can be used as a reasonable test of reliability.
To meet the consistency reliability of instrument, the questionnaire was first distributed to 40
respondents and the Cornbach’s alpha for the independent variables (Tangibility, Reliability,
Responsiveness, Empathy, Assurance and Convenience) was found to be 0.812. Therefore, the
six dimensions of service quality were found to be high in their internal consistency and thereby

in measuring the dimensions of interest.

3.9. Ethical Considerations
To ensure that ethics was practiced in this study as well as utmost confidentiality for respondents
and the data provided by them, the following was done: (i) coding of all questionnaires; (ii) the

respondent were requested to the informed consent; (iii) authors mentioned in this study were
acknowledged within the text; (iv) findings were presented in a generalized manner.
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CHAPTER FOUR
RESULTS AND DISCUSSION

In this chapter, the collected data has been analyzed and interpreted. The chapter consists of
introduction, respondents’ demographic characteristics, the relationship between service quality
dimensions and customer satisfaction, expectations, perceptions and gap scores analysis using
the service quality measurement models of SERVQUAL and SERVPERF and analysis of overall
customer satisfaction. It focuses on significantly responding to the research questions that
include finding out how customers perceive service quality in BOA branches and whether they
are satisfied with service quality in BOA. This would enable to arrive at the objectives of the
study, through describing and interpreting the practical trend with regard to service quality and
customer satisfaction.

The data collected were mainly based on respondents’ expectations and perceptions of the
various items under the SERVQUAL and SERVPERF models. In which respondents were
required to indicate the extent to which they agree or disagree with each statement by indicating
the number that best describe their perceptions. All the twenty six items on service quality were
likert scaled using five points ranging between 1=Strongly Agree to 5=Strongly Disagree. In
addition, some demographic descriptions of the respondents are collected. A general description
of the customers’ expectations and perceptions of the various dimensions was made using
descriptive statistics. In order to assess the actual service quality and the customer satisfaction
towards it, a gap score analysis was also carried out based on the difference between the
perceptions and expectations (P — E). The average values are computed for each item statement

throughout all respondents.

4.1. Respondents’ Demographic Characteristics

Service quality and customer satisfaction survey was handed out to the customers of the Bank. In
this section, the researcher described respondents profile in terms of gender, age, educational
level, occupation, frequency of using the Bank’s service and experience with the bank. The study
employed a closed ended questionnaire to categorize respondent’s profiles and their responses

were analyzed using frequencies and percentage distributions as shown in Table 2 below.
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Table 2: Demographic Data

Variables Frequency | Percent | Cumulative Percent
Gender Male 205 57.6 57.6
Female 151 42.4 100.0
Blow 20 years 5 1.4 1.4
21- 30 years 104 29.2 30.6
Age 31 -40 years 149 41.9 72.5
41 - 50 years 59 16.5 89.0
Above 50 years 39 11.0 100.0
Primary school 10 2.8 2.8
High school complete 27 7.6 10.4
Education Diploma/Certificate 74 20.8 31.2
Under graduate/Degree 209 58.7 89.9
Post graduate/Masters 20 5.6 95.5
Doctorate Degree/PhD 16 4.5 100.0
Student 8 2.2 2.2
Unemployed 18 5.1 7.3
i Self employed 77 21.6 28.9
Oceupation | £ hloyed 58 16.3 45.2
Business Person 39 11.0 56.2
Others 156 43.8 100.0
Daily 138 38.8 38.8
Every other day 79 22.2 61.0
. Two times a week 39 10.8 71.8
V'Z'rt;?]ghthe Weekly 34 9.6 81.4
Every two weeks 42 11.8 93.2
Monthly 17 4.8 98.0
More than a month 7 2.0 100.0
Less than two years 48 135 135
) ) 2 -5 years 82 23.0 36.5
Vslet:]a:'h%”gg:i 6 - 10 years 102 28.7 65.2
11 - 15 years 56 15.7 80.9
More than 15 years 68 19.1 100.0

Source: Survey data (2018)

As shown in Table 2, the majority 205 (57.6%) of respondents were males, and 151(42.4%) of
the respondents were female. This data implies that more male participated in the study than
female respondents. With regard to age categories of the respondents, 149 (41.9%) of the
respondents are between 31 to 40 years old whereas 104 (29.2%) were from 21 to 30 years old,

41



59 (16.5%) were from 41 to 50 years, 39 (11%) were above 50 years and the remaining 5 (1.4%)
were below 20 years old. The result shows that majority of the service users were 31-40 age
groups and this reflects that service users of the Bank were youth and adults. Regarding
educational level, more than half of the respondents 209 (58.7%) hold bachelor degree, 74
(20.8%) possess diploma, 27 (7.6%) finished high school, 20 (5.6%) have Masters Degree, 16
(4.5%) have above Masters Degree and the remaining 10 (2.8%) had elementary level of
education. Therefore, the compositions of the respondents revealed that majority of them were
degree holders. This can be considered as an opportunity to obtain accurate response for the
study questions.

As can be seen from Table 2 above, majority of the service users were categorized under other
section of the occupation characteristics of the respondents that accounts to 156 (43.8%)
followed by self employed which accounts to 77 (21.6%). Thirdly employed (employees of
different organization) which accounts to 58 (16.3%), 39 (11%) were from businesspersons, 18
(5.1%) are in the category of unemployed and finally student respondents were 8 (2.2%). The
occupation category clearly shows the majority of the users are categorized under the other
section. Bank of Abyssinia S.C. has many different users that are not stated under the researcher
list of occupation and on diversified occupational categories.

As stated above, customers were asked how frequently they visited the branch to get service.
Accordingly, their response shows that 138 (38.8%) of the respondents visited the bank daily; 79
(22.2%) of the respondents every other day; 42 (11.8%) visited twice in a month; 39 (10.8%)
have visited two times a week; 34 (9.6%) have visit weekly; 17 (4.8%) have monthly and the
least 7 (2%) were visited the bank office more than a month. The customers, who visited the
bank daily (38.8%), were from different organization or businesspersons and/or self employed
that withdraw and deposit their daily business transactions. As most of the respondents visited
the bank daily, they could share ample observations about the service delivery quality of the
bank and create good opportunity to express their satisfaction. Customers who visit the bank
monthly or for more than a month, might have, wanted services related to salary and money
transfer services. This shows that, many of them were frequent customers and the bank can use
the group to enhance revenue through attracting deposits.

The level of customer satisfaction (in addition to other factors) can be seen by customers’ loyalty

to a certain bank in the presence of alternative banks. As per the information from the distributed
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questionnaire 102 (28.7%) of the customers have stayed in the bank for ten years; 82 (23%) for
five years; 68 (19.1%) were for more than fifteen years; 56 (15.7%) customer of the bank for
fifteen years and the remaining 48 (13.5%) of the respondents had less than two years
relationship with the bank. Thus, the large numbers of these respondents were customers who
have lots of experience about the service delivery quality of the bank and they can easily
measure their satisfaction level. Even though, as those who had less than two-year’s relationship,
at present are not significant in number, the bank needs to devise strategy to retain this group as
it is expected to be the newly emerging economic power in the economy.

4.2. Descriptive Analysis of Service Quality Measurement

To measure the customers’ perception of the service quality provided by BOA, SERVQUAL and
SERVPERF models are used in this study. Parasuraman, et al., (1988) proposed that customers’
perception of SQ is based on the comparison of expectation of customers with their perceptions
of the performance of the service provider called SERVQUAL (gap analysis). SERVPERF
directly measures the customer’s perception of service performance and assumes that
respondents automatically compare their perceptions of the SQ levels with their expectations of
those services. The models contain 26 questions and a 5-point Likert scale is used to measure the
gap score analysis (SERVQUAL) and performance (SERVPERF) and for all the SQ dimensions

the mean scores have been computed.

4.2.1. Customer’s Response on SERVQUAL Dimensions

In this paper, the gap score analysis enables to find out how consumers perceive service quality
in BOA and helps to identify what dimensions of SQ they are satisfied with. According to
Parasuramanet et al., (1985), the higher (more positive) the perception (P) minus expectation (E)
scores, the higher the perceived SQ and thereby leading to a higher level of CS. In this regard,
the gap scores are calculated based on the difference between the consumers’ perceptions and
expectations of services offered by BOA. For each dimension the SERVQUAL scale provides a
score for expectations (E) and perceptions (P) of SQ. The key to optimizing SQ is to maximize

these gap scores and the associated gap equation (Q =P —E).
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1. Tangibility Dimension of Service Quality

Table 3: SERVQUAL Score of Tangible Dimension

Dimension Evaluation Statement Perception Expectation Gap Std.
Mean Mean score Deviation

The_ bank has modern looking 249 1.70 -0.79 1,964
equipment and Technology.
The Bank’s physical facilities are -0.66

Tangibility | visually appealing. 2.5 1.89 1.399
The Bank’s fropt line employees 2 49 178 -0.71 1368
are neat appearing.
Mat_erlals asgouated with t_he 246 187 -0.59 1347
service are visually appealing

Average Gap/SERVQUAL Score of Tangible Dimension -0.69 [ Ranking

Source: Survey data (2018)

As stated in literature part, tangible aspect of service dimension will be reflected in the physical
evidence such as tools, equipment and appearances of providers. In this regard, BOA sample
Addis Ababa branches has tangible gap score of (-0.69). Among the attributes the highest gap
score of (-0.79) shown in particularly, to the bank’s equipment compared to other tangible
dimensions such as materials and statements that has lower gap score of (-0.59) which shows that
majority of the customers perceive highly attracted with the materials associated with the service
of the bank that attracts their visions. It is seen that the factor of physical properties, compared to

the other factors, is ranked at the lowest position of the banking services expectation ranking.

2. Reliability Dimension of Service Quality

Table 4: SERVQUAL Score of Reliability Dimension
Dimension Evaluation Statement Perception Expectation Gap Std.
Mean Mean score Deviation

When the bank promises to do
something by a certain time, it 2.55 1.92 -0.63 1.605
does so/ keeping promise.

When you have a problem, the

Reliability | bank shows a sincere interest in 2.22 1.72 -0.50 1.292
solving it.
The _banl_<’s staffperfoms the 241 180 -0.61 1350
service right the first time.
The bank insists on error free 240 191 -0.49 1.479
records.

Average Gap/SERVQUAL Score of Reliability Dimension -0.56 | 3 Ranking

Source: Survey data (2018)
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As stated in literature part, Reliability is the customers’ measure of performing the service right
the first time and uniformly of service encounter. It also means that the firm honors its promises.
Reliability of service designates the bank’s capability to supply the promised output at the stated
level. According to Table 4, SQ gap score resulted from reliability dimension revealed that the
bank is not as reliable as expected by customers, the gap score being (-0.56). The very lowest
gap score of (-0.49) is obtained on questions no.4 of reliability question thus respondents agree
that the bank keeps their records accurately. The highest gap score is obtained on question no.1
of reliability, which asks staff keeping promise/provide service at the time they promise to do so.
However, the bank score for this attribute is (-0.63) which indicating that the customers do not
have full confidence in the service promised by the bank. Nevertheless, “Sincere interest in
solving customers’ problems” has a low score gap of (-0.50) which shows the positive side of the

bank’s staff to solve the customers problem on time.

3. Responsiveness Dimension of Service Quality

Table 5: SERVQUAL Score of Responsiveness Dimension

Dimension Evaluation Statement Perception | Expectation | Gap Std.
Mean Mean score | Deviation

Employees in the bank tell
you exactly when services 2.51 1.90 -0.61 1.309
will be performed
Employees in thg bank give 593 103 -0.30 1,992
you prompt service.
Employees in the bank are 591 1.80 -0.41 1185

Responsiveness | always willing to help you.
Employees in the bank are
never too busy to respond 2.37 1.86 -0.51 1.270
to your request.

There is always adequate

number of staff to respond 2.38 1.82 -0.56 1.412
to your needs.
Average Gap/SERVQUAL Score of Responsiveness Dimension -0.48 | 5 Ranking

Source: Survey data (2018)

As stated in the literature, responsiveness dimension is concerned with the willingness, readiness
of employees and the preparedness of the firm to provide a service to satisfy the needs and
desires of customers. This includes the speed of throughput and the ability of the service to
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respond promptly to customer service requests with minimal waiting and queuing time. As per
the result obtained from the customers as shown in Table 5, the responsiveness has a gap score of
(-0.48). With regard to this dimension “Employees in the bank provide prompt service” has a
very lower gap score of (-0.30) demonstrating that the bank staff are able to provide prompt
service to customers, which shows the positive side of the banks staff. When the customers are,

kept waiting for no apparent reason creates unnecessary negative perceptions of quality.

4. Assurance Dimension of Service Quality

Table 6: SERVQUAL Score of Assurance Dimension

Dimension Evaluation Statement Perception | Expectation | Gap Std.
Mean Mean score | Deviation
The behavior of employees in
the bank instills confidence. 2.30 1.92 -0.38 1.208
Customers feel safe in their
transactions with the bank. 2.18 187 -0.31 1.293
Assurance | Employees in the bank are
consistently courteous and 2.08 1.76 -0.32 1.242
friendliness with customers.
Employees in bank have the
knowledge to answer questions 2.33 1.91 -0.42 1.345
Average Gap/SERVQUAL Score of Assurance Dimension -0.36 | 6 Ranking

Source: Survey data (2018)

Assurance is the knowledge and courtesy of employees and their ability to convey trust and
confidence so that the customer feels he or she is in courteous, able and competent hands. It
relates to the capability of the service provider to deliver the output, specifically in terms of the
knowledge, politeness and trustworthiness of the employees to the customer of the service firm.
Accordingly, customer-handling skills were results of the study associated with the dimension of
assurance that has the lower gap score of (-0.36). The highest contributor for this lower gap score
is question 2 of the assurance question where the majority of the respondents agree that they feel
safe in transacting with Bank of Abyssinia. The lowest contributor for this lower gap score is
obtained on question 4 of assurance. Thus, the bank should give attention to maintain it and
improve the skills of its employees by providing adequate training to update their knowledge
with regard to how to serve its loyal customers specially and also for new entrants to make them

loyal to the bank
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5. Empathy Dimension of Service Quality

Table 7: SERVQUAL Score of Empathy Dimension

Dimension Evaluation Statement Perception | Expectation | Gap Std.
Mean Mean score Deviation
The bank/staffs gives
individual attention 2:40 1.89 -0.51 1371
The bar_1k has operating hours 519 181 1.189
convenient to all its customers. -0.38
The bank has customers’ best
interest at heart. 2.56 1.82 -0.74 1411
Empathy | The employees of the bank
understand the specific needs 2.24 1.79 -0.45 1.155
of the customers.
The employees of the bank are
able to conduct transaction 296 185 -0.41 1267

immediately or in a short
waiting period

Average Gap/SERVQUAL Score of Empathy Dimension -0.50 | 4 Ranking

Source: Survey data (2018)

A service provider who tries to put themselves in the position of their customers to understand
customers need, and then providing what they want in a convenient way have the potential to
satisfy their customers on empathy dimension of service quality. As stated in Table 7, the
empathy dimension of service quality was that customers do not consider BOA working to their
best at heart registered in this regard a gap score of (-0.50). Specifically, “The bank has
customers’ best interest at heart” has a gap score of (-0.74), which indicates that the bank does
not take in to account the customers interest and need. The attribute “The bank has operating
hours convenient to all its customers” has a gap score of (-0.38) shows the majority of the
customer’s expectation nearer to their perception and customers are relatively satisfied and hence
the lowest gap score is obtained therein.

Accordingly, the findings on empathy SQ dimension and customer satisfaction indicated that
generally, BOA has a big gap from the dimension expected by its customers and failure to meet
or exceed customers’ expectations which may necessitate the bank to rethink about its services.
All employees at BOA should be committed and involved in service quality improvement that is
visible to all customers in order to meet or exceed their expectation. And draw more customers

by improving customer service that makes them loyal to BOA.
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6. Convenience Dimension of Service Quality

Table 8: SERVQUAL Score of Convenience Dimension

Dimension Evaluation Statement Perception | Expectation | Gap Std.
Mean Mean score | Deviation
The ATMs of the bank are
conveniently located. 245 1.95 -0.50 1405
The bank provide Special
services or counters for 2.81 1.82 -0.99 1.577
Convenience | elderly/disabled
Clear guidance and
information S|’gn on how to 256 197 -0.59 1615
use the banks’ services and
facilities are available.
It is easy to get ATM/VISA
card in the bank. 2.35 187 -0.48 1.393
Average Gap/SERVQUAL Score of Convenience Dimension -0.64 | 2 Ranking

Source: Survey data (2018)

As mentioned in the literature review that the additional SERVQUAL dimension of convenience
is important to include and to consider in this study to measure the CS of BOA services.
Convenience refers to the availability of offices near to customer, location of ATM machines,
special services for elderly/disabled customers and websites for easy access to information. With
the development of information technology, customers increasingly expect higher services in this
information age. At the same time, most of these convenience issues are becoming more and
more time conscious requiring more convenience (Kotler and Keller, 2006). As indicated in
Table 8 the average SQ gap score of convenience dimension is (-0.64). The attribute “The bank
provide Special services or counters for elderly/disabled” have a gap score of (-0.99) which
indicates that the bank do not give special services for elderly and disabled customers. In
addition, the second higher gap score of (-0.59) obtained from the attribute of question no 3 of
convenience dimension; implies there is no clear information and guidance available to use the
bank’s services and facilities as expected by the customers.

In summary, the gap analysis (SERVQUAL) is accurate in identifying service short falls in an
operation (Parasuramanet et al., 1994). This will help BOA management to identify which
dimension/s need an improvement and which one is in a good condition. The highest mean gaps
in service quality were observed in Tangibility (-0.69), which is followed by Convenience (-

0.64), reliability (-0.56), empathy (-0.50), responsiveness (-0.48), and the least gap score is
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shown in the assurance dimension which is (-0.36). This reflects that BOA performs more on
assurance dimensions than other dimensions and for the bank assurance dimensions is the more
important factor than other dimensions. It is possible to obtain a general single service score by
calculating the mean of scores for the six factors. This calculation gave us the value of (-0.54):
[((-0.69) + (-0.64) + (-0.56) + (-0.50) + (-0.48) + (-0.36))/6]; the result indicated that customers
perceive the services given by BOA far below their expectations. This answers the first research
question; i.e. what will be the service quality level of Bank of Abyssinia S.C when judged with
SERVQUAL and/or SERVPERF models.

As per the above SERVQUAL score of quality dimensions Tables, the highest gap score of (-
0.69) has tangibles dimension. It is recommended to the management to improve the physical
appearance with the latest equipment and remove the distraction that could interfere the
customers’ attention toward the physical facilities.

The score gap observed on the perception and expectation of the bank’s services such as location
of ATM machines, access to ATM cards, information signage and special needs services ranked
BOA to be inconvenient to customers. Improved and distinct customer service has to be
considered as strategic tool that is dedicated for change and improvement. The new technology
like Automated Teller Machines (ATM), online banking et al must be with 100% availability.
Beside before introducing a new system into the bank intensively, the bank has to take survey
and give adequate training and development to the respective employees and aware its customers
how to use and operate with the newly developed system.

4.2.2. Customer’s Response on SERVPERF Dimensions

The first specific objective was set to analyze the different problems BOA is facing in giving
service to customers as per the measured SQ dimensions using the models. In this study, SQ was
measured using 26 questions in which respondents indicate their perceptions. The average values
are computed for each item statement throughout all respondents. The results are shown in Table
9, with respect to each item statement and each section perception. The attributes with the
highest score of perception for each dimension are 4 questions of tangibles, 4 questions of
reliability, 5 questions of responsiveness, 4 questions of assurance, 5 questions of empathy and 4

questions of convenience.
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Table 9: SERVPERF/Perception Only Score of Quality Dimensions

Dimensions Evaluation Statements Mean Std.
Deviation
The bank has modern looking equipment & Technology 2.49 1.171
o The bank’s physical facilities are visually appealing 2.55 1.119
Tangibility
The bank’s front line employees are neat appearing 2.49 1.162
Materials associated with the service visually appealing 2.46 1.046
SERVPERF Score of Tangibility Dimension 2.50
The bank provide service at the time it promise to do so 2.55 1.210
Reliabilit Show a sincere interest in solving customers’ problem 2.22 1.059
elabiity The bank’s employees Perform service right the first time | 2.41 1.109
The bank insists on error free records 2.40 1.118
SERVPERF Score of Reliability Dimension 2.39
Staff telling customers exactly when service will be done 251 1.011
Employees in the bank give customers Prompt service 2.23 1.107
Responsiveness | Employees in the bank are always willingness to help 2.21 1.115
Employees in the bank never busy to respond to clients’ 2.37 1.168
There is always adequate number of employees 2.38 1.166
SERVPERF Score of Responsiveness Dimension 2.34
Behavior of staff instills confidence in customers 2.30 1.107
Customers feel safe in their transactions with bank 2.18 1.091
Assurance T .
Friendliness and courtesy and/or politeness of staff 2.08 913
Staff having Knowledge to answer questions of customers | 2.33 1.029
SERVPERF Score of Assurance Dimension 2.22
The bank & its staff give customers individual attention 2.40 1.087
Convenient operating hours to all its customers 2.19 1.031
Empathy The bank’s staff giving customers best interests at heart 2.56 1.208
The staff understand the specific needs of customers 2.24 979
Able to conduct transaction in a short waiting period 2.26 1.032
SERVPERF Score of Empathy Dimension 2.33
The ATM of the bank are conveniently located 2.45 1.175
lconvenience Special service or counters for elderly/disabled 2.81 1.323
Clear guidance & information sign on how to use services | 2.56 1.179
It is easy to get ATM/VISA card in the bank 2.35 1.232
SERVPERF Score of Convenience Dimension 2.54
Average SERVPEREF Score of Quality Dimensions 2.39

Source: Survey d

ata (2018)

As can be seen from Table 9 above, Assurance has the largest average score, (i.e. 2.22). It seems
that customers expected more on the politeness of employees, feeling safe in their transaction,

personal behavior of employee and adequate knowledge of employee. For that expectation, it
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looks as if that the bank has the knowledgeable, skilled and trustworthy employees as being the
best among the other dimension. Question number three of the assurance is considered as the
highest score, which implies that the bank has polite employees. The attributes with the highest
score are questions number 4, 2, 3, 3, 2 and 4 of tangibility, reliability, responsiveness,
assurance, empathy and convenience respectively.

Although the result showed that assurance dimension has the highest average score, this does not
mean that the management should reduce their efforts to improve such service. The management
could give a reward to the employees who are able to maintain their assurance skills to the
customers. If the customers are satisfied with the quality of the attributes, such satisfaction will
lead them to spread favorable word-of-mouth publicity.

On the other hand, the attributes with the lowest score of perception for each dimension are
question number 2 of tangibles, 1 of reliability, 1 of responsiveness, 4 of assurance, 3 of empathy
and 2 of convenience; while convenience has the lowest average score, (i.e. 2.54). The customers
did not have special service/counter for elderly/disabled from the bank. It is evidenced that the
question number two of the convenience dimension, i.e. the bank should not give such customers
individual attention, has the lowest score of perception. It is a signal that the bank must improve
its performance using the information shown in the SERVPERF analysis.

The average score of (2.39) indicated that the bank is slightly capable for providing the “best”
service to the customers and must do something in order to achieve high customer satisfaction. In
summary, the management must maintain these aspects to keep and maintain the customers. If
BOA wants to be successful in the market and win the competition ahead, in its engagements of
the banking industry, it requires increased customer satisfaction by minimizing the gap between

the expectation and perceived SQ, which is the backbone of customers’ service.

4.3. Customer Satisfaction

The second research question of this study was determining the level of customer satisfaction in
BOA. The level of customer satisfaction in BOA was measured using 1 question in which
respondents were requested to indicate the extent to which they satisfied or dissatisfied with the
overall service of BOA by selecting the number that best describes their perception. Their

responses were described using means as summarized in Table 10.
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Table 10: Overall Customer Satisfaction Level

Satisfaction Level | Frequency | Percent | Cumulative Percent Statistics
Highly Satisfied 112 31.5 31.5 Mean 2
Satisfied 155 43.5 75 Std. Deviation .896
Neutral 71 19.9 94.9 Minimum 1
Dissatisfied 12 3.4 98.3 Maximum 5
Highly Dissatisfied 6 1.7 100.0 Skewness .845
Total 356 100.0 Kurtosis 791

Source: SPSS Survey result

Table 10 presents the overall level of customer satisfaction on the service provided by Bank of
Abyssinia with its statistical description. As it can be seen from the Table 10, 155 (43.5%) of the
respondents are satisfied, 112 (31.5%) percent of the respondents are very satisfied, 71 (19.9%)
chose to remain neutral, 12 (3.4%) are dissatisfied and 6 (1.7%) is very dissatisfied. Therefore
even if the highest percentage of respondents are somehow satisfied by the service provided by
BOA 18 (5.1%) of the respondents are dissatisfied from this one can infer that the bank needs to
work more to change this result and highly satisfy its customers as customers are key drivers of

bank performance in today’s environment. Accordingly, it answers the second research question.

4.3.1. Correlation Analysis of Service Quality and Customer Satisfaction

The third research question of this study was to determine if there is a relationship between
service quality dimensions and customer satisfaction in BOA. And the third specific objective of
this study state that identify the dominant dimension of service quality that drives customers’
perceived satisfaction on core product of BOA. Thus, correlation analysis has been applied to
explore the relationship between the service quality dimensions and customer satisfaction of the
bank and to found out the dominant dimension that drives satisfaction. In addition the researcher
utilized the correlation analysis to examine the validity of the two scales to test the sated
hypothesis. The two most widely accepted forms of validity convergent and discriminate validity
are measured through correlation analysis. The convergent validity assesses the degree to which
two measures of the same concept are correlated. Convergent validity can be assessed by looking
at the average correlations between alternative measures of service quality and the directly

measured overall customer satisfaction (Hair, Anderson, Tatham and Black, 2003).
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Table 11: Correlations Analysis of Service Qualities Dimensions and Customer Satisfaction

Overall SERV SERV
satisfaction | Tangible | Reliable | Responsive | Assurance | Empathy | Convenient | QUAL | PERF
Overall Pearson Correlation 1 3007 253" 264" 1707 717 141 1107 | 2047
satisfaction Sig. (2-tailed) .000 000 013 001 001 008 039 OOO
Tangibility Pearson Correlation 3007 1 4107 224" 2127 265 224" 5217 | 7457
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000 .000
Reliability Pearson Correlation 2537 4107 1 3477 4517 4177 4007 | 4427 | 6707
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000 .000
Responsive Pearson Correlation 264" 224" 347 1 264" 2337 228" 4847 | 8737
Sig. (2-tailed) 013 .000 .000 .000 .000 .000 .000 .000
Assurance Pearson Correlation 1707 2127 4517 264" 1 7607 524 4297 | 8407
Sig. (2-tailed) .008 .000 .000 .000 .000 .000 .000 .000
Empathy Pearson Correlation 1717 265" 41T 2337 7607 1 598" | 4407 | 835"
Sig. (2-tailed) .005 .000 .000 .000 .000 .000 .000 .000
Convenience | Pearson Correlation 1417 2247 4007 2287 524" 598" 1 4937 | 778”7
Sig. (2-tailed) 041 .000 .000 .000 .000 .000 .000 .000
SERVQUAL | Pearson Correlation 110" 5217 4427 4847 4297 4407 493" 1| 5937
Sig. (2-tailed) .039 000 000 000 .000 .000 .000 .000
SERVPERF | Pearson Correlation 204" 7457 6707 8737 840" 8357 778" 593" 1
Sig. (2-tailed) .000 .000 .000 .000 .000 .000 .000 .000

Source: SPSS Survey result - **Correlation is significant at the 0.05 level (2-tailed)

1. Correlations Analysis of Tangibility Dimension and Customer Satisfaction

As shown in Table 11 above, tangibility is positively correlated with other service quality
dimensions. The possible explanation of this factor is that customers often look to any tangible
indications, which may be used as indicators of the service quality that customers use to evaluate
the status of the service quality of an organization. From this perspective, the study has
investigated this issue and the result indicates that there is positive relationship between tangibles
dimension and customer satisfaction. Having up to date equipment, and well-dressed and neat
employees have significantly and positively influence on customers’ level of satisfaction.
Therefore, Tangibility is measuring customer satisfaction with higher influence relative to other

service quality dimensions.

2. Correlations Analysis of Reliability Dimension and Customer Satisfaction

Reliability is the extent to which the service is delivered to the standards expected and promised.
In essence, it represents the customer getting what they feel they have paid for. According to the
study Table 11 shows that, there is positive relationship between reliability and customer

satisfaction. The attributes of reliability can be expressed in various forms such as like when

53




customers have a problem, employees show sincere interest in solving it and so on. Therefore,
the study revealed that reliability attributes have positive and significant impact on customer
satisfaction. The findings of this research match with that of Zeithaml (1990) who pointed out

that reliability is one of the important factors of customer satisfaction.

3. Correlations Analysis of Responsiveness and Customer Satisfaction

The responsiveness dimension involves willingness to help customers and provide prompt
services (Zeithamlet et al., 1988). It is essential that front line staffs are willing and able to help
customers with prompt service and meet customers’ expectation. As per the result shown in
Tablell above, there is positive relationship between responsiveness and customer satisfaction.
Therefore, the customers’ perceptions of responsiveness have significant effect on customer
satisfaction. This could have resulted from the employees telling customers exactly when
services will be performed; customers need to get response to their questions, prompt service &
to be helped. This desire of customers is accepted because of the fact that employees should be

willing to help customers and execute accordingly.

4. Correlations Analysis of Assurance Dimension and Customer Satisfaction

The assurance dimension refers to the knowledge and courtesy of employees and their ability to
inspire trust and confidence including competence, credibility and security (Parasuramanet et al.,
1991). The result in Table 11 indicates that there is positive relationship between assurance and
customer satisfaction. From the result, we can see that assurance is highly correlated to
satisfaction (0.170) than convenience. The behavior of employees, which instills confidence on
the customer, the customers’ feelings of safety to transact with BOA, and the employees
knowledge to answer customers’ questions have significant impact on customer satisfaction.

Therefore, the service provider should strive to enhance further existing assurance status.

5. Correlations Analysis of Empathy Dimension and Customer Satisfaction

Service customers often have expectations with regard to the extent to which the service provider

appears to understand and be concerned about their individual needs and wants. The more the
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service provider can see things from the customer’s point of view, the better it becomes. The
core concept of empathy is to understand the needs of customers and provide individual
attention. As Table 11 shows, there is positive relationship between empathy and customer
satisfaction. The implication of this result is that empathy is the fourth most significant of the
entire six-service quality dimension used in this study. As a result, giving attention to individual
customers, such as convenience of BOA operating hour and understanding of customers’ specific

needs have positive link with customer satisfaction.

6. Correlations Analysis of Convenience Dimension and Customer Satisfaction

As mentioned in the literature review that the additional dimension of convenience is important
to include and considering in this study to measure the service quality and customers satisfaction
of BOA. Convenience refers to the availability of offices and ATM machines near to customers,
and websites for easy access to information. As the result of this study shown in Tablel1 above,
there is a positive relationship between convenience and customer satisfaction. The positive
association may be attributed to the fact that BOA has sufficient offices in different geographical
areas, easy to get ATM cards, availability of ATM machines & websites for clarification of
problems and knowing account status had positive effect on customer satisfaction. Therefore,
improving such service would increase customer satisfaction.

In summary, the result of the study revealed that all of the SQ dimensions have positive
relationship with CS, even if the strength of the influence on customer satisfaction of each
dimension is different. It is seen that the factor that affects customer satisfaction most is
Tangibility (0.300), which is followed by Responsiveness (0.264), Reliability (0.253), Empathy
(0.171), Assurance (0.170) and convenience (0.141) respectively. The study affirmed that all the
stated dimensions have weak influence on the level of the customer satisfaction. The finding that
there exist positive correlations between the factors and customer satisfaction suggests that
improvements to be made in these factors will increase customer satisfaction. Moreover,
improvements to be made in Tangibles will influence customer satisfaction more than other
factors. Accordingly, it answers the third research question. Hence, the result depicted that the
there is significant and positive relationship between service quality and customer satisfaction in
the Bank of Abyssinia S.C.
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7. Correlations Analysis of Validity of Scales and Customer Satisfaction

A higher correlation found between two different measures of the same variable than that found
between the measure of a variable and other variable implies the presence of discriminate
validity in respect of the two service quality scales (Churchill, 1979). The empirical test for
discriminate validity is the correlations among measures, the service quality scales are correlated
with a similar but conceptually distinct measure. The correlations of alternative measures of
service quality with variables such as satisfaction should be lower than correlation between the
two alternative measures of service quality.

Looking at the correlation coefficients in Table 11, it is found the average pair wise correlations
among SERVQUAL, SERVPERF and overall customer Satisfaction is 0.309 (average of 0.593,
0.222 and 0.113). High correlations indicate the scales are measuring the intended concept of
service quality. Therefore, SERVPERF scale is found having the highest positive correlation
with all service quality dimensions and customer satisfaction than SERVQUAL scale. Thus, it is
the SERVPERF scale, which is found possessing the highest discriminate validity. Hence, the
result depicted that the hypothesis Ho; is accepted. Furthermore, the hypothesis Ho; is rejected.

4.3.2. Regression Analysis of Service Quality Dimensions and Customer Satisfaction

The survey gives very good result. The bigger amount of respondents is quite satisfied with the
overall service in BOA. SQ satisfaction level includes product/service quality, employees’
effectiveness and service expectation in total, and in general it means that on 155 (43.5%)
customers are satisfied with the service level. However, as the second and the third specific
objective of this study are determine the influence of SQ dimensions on customer satisfaction at
BOA and identify the dominant dimension/s of service quality that drives customers’ perceived
satisfaction on core products of the Bank, Regression analysis has been applied. It is a statistical
process for estimating the relationships among variables. It includes many techniques for
modeling and analyzing several variables, when the focus is on the relationship between a
dependent variable and one or more independent variables. More specifically, regression analysis
helps one understand how the typical value of the dependent variable changes when any one of

the independent variables is varied, while the other independent variables are held fixed.
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Table 12: Regression Coefficients Analysis of the Dimensions and Customer Satisfaction

Un-standardized Standardized

Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.042 .188 5.533 .000
Tangibility 212 .065 223 3.260 .001
Reliability .267 .086 195 3.098 .002
Responsiveness 11 .047 128 2.383 .048
Assurance .738 .053 .606 13.976 .000
Empathy .628 .062 487 10.150 .000
Convenience -.069 .061 -.078 -1.131 .259

Source: SPSS Survey result - *Dependent Variable: Overall satisfaction

1. Regression Analysis of Tangibility Dimension and Customer Satisfaction

From the regression analysis, we can see that here is a positive statistical relationship between
tangibility factor and CS. The Beta values indicate that the measures of how strongly each
independent variable influences the dependent variable. Thus, a rise in the Tangible leads to
0.223 increases in CS other things being constant. T values also indicate that the highest effect
comes from the tangibility (t= 3.260) factor after assurance and empathy dimensions. Therefore,
the more the bank invests on its physical facilities equipment, technology and appearance of its
personnel the more it satisfies its customers. One of the specific objectives of this study is
determining the influence of service quality dimensions on customer satisfaction; accordingly, it

answers the third and the fourth research questions.

2. Regression Analysis of Reliability Dimension and Customer Satisfaction

From the regression analysis, we can see that here is a positive statistical relationship between
reliability factor and CS. As is seen in the above Table 12, Reliability has significant value <
0.05. The Beta values indicate that the impact of the Reliability influences the dependent variable
is how strongly lower than those of other factors except responsiveness. A rise in the Reliability
factor by one standard deviation leads to 0.195 increases in customer satisfaction other things
being constant. T values also indicate that the second lowest effect comes from the reliability (t=
3.098) factor. Thus, the bank should invest to enhance its ability to perform the promised service
dependably and accurately so that the satisfaction level of its customers increases.
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3. Regression Analysis of Responsiveness Dimension and Customer Satisfaction

From the regression analysis, we can see that here is a positive statistical relationship between
responsiveness factors and CS. The Beta values indicate that the impact of the responsiveness
(independent variable) influences the dependent variable (CS) is lower than other factors. A rise
in the Responsiveness factor by one standard deviation will increase CS (dependent variable) by
0.128. T values also indicate that the lowest effect comes from the responsiveness (t= 2.383)
factor. Therefore, the more the bank invests on enhancing its employee’s ability to help

customers and be responsive to customer’s enquiry, the more the customer is satisfied too.

4. Regression Analysis of Assurance Dimension and Customer Satisfaction

From the regression analysis, we can see that there is a positive and statistical relationship
between assurance and customer satisfaction. The Beta values indicate that the impact of how
strongly each independent variable on the dependent variable. A rise in the assurance factor by
one highly increases customer satisfaction by 0.606 other things being constant. T values also
indicate that the highest effect comes from the assurance (t= 13.976) factor. Therefore, the more
the bank invests on enhancing its employee’s knowledge, skill and on their ability to instill
confidence to serve customers, the more the customer is satisfied. As it can be depicted from the
result that Assurance is one of service quality dimensions, which has the highest effect on the

customer satisfaction and it has significant value < 0.05.

5. Regression Analysis of Empathy Dimension and Customer Satisfaction

From the regression analysis, we can see that there is a positive and statistical relationship
between empathy factor and customer satisfaction. The Beta values indicate that the measures of
how strongly each independent variable influences the dependent variable. A unit increases in
empathy leads to 0.487 increases in customer satisfaction other things being constant. T values
also indicate that the second highest effect comes from the empathy (t= 10.150) factor.
Therefore, the more the bank gives care and individualized attention to customers, the more the
customer is satisfied. As is seen in the above table, empathy has significant value < 0.05. This

result also identify empathy is the second dominant dimension of service quality.
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6. Regression Analysis of Convenience Dimension and Customer Satisfaction

The Beta values indicate that the impact of the convenience factor on customer satisfaction is
negative. A rise in the convenience factor by one standard deviation will decrease CS by -0.078.
T values also indicate that the negative effect comes from the convenience (t= -1.131) factor.
Therefore, this implies that even though BOA has sufficient offices in different geographical
areas, easy to get ATM cards, availability of ATM machines & websites for clarification of
problems and knowing account status is not provided as per the required satisfactory level.
Therefore, it could be stated that convenience factor addressed no effect on CS. However, as is
seen in the above table, convenience has significant value < 0.259. Since p-value < 0.05, the

researcher should reject the result.

Table 13: Model Summary of Service Quality Dimensions and Customer Satisfaction
Model R R Square Adjusted R Square Std. Error of the Estimate

1 .364° .349 .283 .685

Predictors: (Constant), Tangibility, Reliability, Responsiveness, Assurance, Empathy

As it can be depicted from the Table 13, there is a positive and statistically significant
relationship between the independent variables (tangibility, reliability, responsiveness, empathy,
and assurance) and the dependent variable (customer satisfaction). Thus 35% (R® =0.349)

variation on customer satisfaction is explained by the independent variables.

Table 14: ANOVA for Service Quality Dimension and Customer Satisfaction

Model Sum of Squares Difference Mean Square F Sig.
Regression 25.618 6 4270 5.668 .000
1 Residual 262.907 349 753
Total 288.525 355

Source: SPSS Survey result - Dependent Variable: Overall satisfaction
Predictors: (Constant), Tangibility, Reliability, Responsiveness, Assurance, Empathy

From the ANOVA table it has been determined that F = 5.668 and Sig. is .000 which confirms
that SQ dimensions have an impact on CS. Hence, one of the specific objectives of this study

was to determine the influence of SQ dimensions on CS to find out its relation with financial
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performance the result depicted that SQ has a significant impact on CS in BOA. Furthermore,
question number three of the research question is answered.

In summary, in this study regression, analysis is used to identify the impact of service quality
dimension on customer satisfaction thus; it answers the third research questions. Hence, the
result depicted that there is significant and positive relationship between independent variables
(tangibility, reliability, responsiveness, empathy and assurance) and the dependent variable
(customer satisfaction) as it can be depicted on Table 12 & 13 above. In addition, Assurance is
one of SQ dimension, which has the highest effect on the CS. Therefore, the service provider

(BOA) should strive to enhance further existing assurance status.

7. Regression and Explanatory Power of Alternative Measurement Scales
The ability of a scale to explain the variation in the overall service quality (measured directly
through a single-item scale) was assessed by regressing respondents’ perceptions of overall

service quality on its corresponding multi-item service quality scale.

Table 15: Model Summary of Regression of the two scales

Mode R R Square Adjusted R Square Std. Error of the Estimate
SERVQUAL 153 .023 021 .892
SERVPERF 239 .057 .054 877

Source: SPSS Survey result — Predictors: (Constant), SERVPERF, SERVQUAL

Adjusted R? values reported in Table 15 clearly point to the superiority of SERVPERF scale for
being able to explain greater proportion of variance (0.054) in the overall service quality than is
the case with other scales. The result of this study is quite in conformity with those of Cronin and
Taylor (1992).

However, in terms of diagnostic ability, the SERVQUAL scale emerges as better approach while
SERVPERF scale, turns out to be weak. Since it entails a direct comparison of performance
perceptions with customer expectations, it provides a more pragmatic diagnosis of SQ shortfalls.
This is strongly felt in the event of time and resource constraints. The SERVQUAL scale is able
to direct managerial attention to service areas, which are critically deficient from the customers’

viewpoint and require immediate attention.
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CHAPTER FIVE
CONCLUSION AND RECOMMENDATIONS

This chapter provide the summary of major findings in which the researcher drawn conclusions
and suggestions to be considered by the Bank. The suggestions made were purposely to help the

Banking sector to continuously improve the quality of customer service.

5.1. Summary of Findings

The purpose of this study was to assess and measure service quality and customer satisfaction in
the Bank of Abyssinia S.C. The assessment of service quality and customer satisfaction was
made in view of SERVQUAL and SERVPERF models, the models are widely used to measure
perceived service quality. The data obtained from the respondents was analyzed using various
statistical tools.

Both quantitative and qualitative methods were employed to undertake this research project.
Data was obtained from a questionnaire given to 400 sampled customers at selected Addis Ababa
Branches of the bank out of which 25 responses were considered invalid for the analysis and 19
were not yet collected. Data collected from the survey questionnaire was analyzed using
descriptive, correlation and regression analysis by the help of Statistical Package for Social
Scientists (SPSS v. 20.0).

A gap score analysis was used to highlight the gap between the actual service quality and the
customer satisfaction toward it. Accordingly, the findings on customers perceive service quality
as poor in all dimensions meaning their expectations fall short of they actually experience in
BOA. In this regard, customers are not content with any dimensions of service quality. As
indicated in Tables 3, 4, 5, 6, 7 & 8, all the dimensions show a gap between expected service and
perceived service. All these point out that BOA need to make lots of improvement in all
dimensions.

As per performance only measurement from the mean result of all dimensions we can say that
customers of BOA are somewhat satisfied with the bank. It is observed that customers were most
satisfied with assurance dimension of SQ like that of disconfirmation-based scale followed by

empathy; and the bank should continue to maintain it in the future.
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The finding from the correlation result reveals that there is a positive and significant relationship
between the service quality dimensions and customer satisfaction. Tangibility was found to have
the highest correlation with customer satisfaction. The findings from the inter correlation
indicates that the highest relationship is found between empathy and Assurance while the lowest
relationship was found between Assurance and Tangibility.

As suggested by Churchill (1979), convergent and discriminate validity of two measurement
scales was assessed by computing correlations coefficients for different pairs of scales. The
results are summarized in Table 11. The presence of a high correlation between alternate
measures of SQ is a pointer to the convergent validity of all the two scales. The SERVPERF
scale is, however, found having a stronger correlation with CS and with all SQ dimensions than
SERVQUAL measure. SERVPERF is, thus, found providing a more convergent as well as
discriminate valid explanation of service quality.

In addition, the finding from the regression result indicates all the service quality dimensions
have a positive impact on CS except Conveniences dimension. Assurance was the dominant SQ
dimension, which has the highest beta value on the regression model. Empathy was the second
dominant SQ dimension (beta value of 10.150). T values also indicate that the lowest effect
comes from the responsiveness (t= 2.383) factor. From the R square value it is depicted that 35%
of variation in CS is explained by the SQ dimensions.

Thus, the findings are important to enable the bank to have a better understanding of customer’s
perception of SQ of the bank and consequently of how to improve their satisfaction with respect
to aspects of SQ. Due to the increasing competition in banking industry, quality customer service
is an important part and Bank of Abyssinia S.C. should do rethinking on how to improve
customer satisfaction with respect to service quality.

The role of the bank’s staff is tremendous at increasing the service quality since the Bank’s staff
offers the service and connects with the clients. The effort and the attention that the bank staff
performs in solving clients’ problems will enable the responsiveness factor to be positively
perceived. Another factor that affects the client perception is empathy. Banking operations, due
to the nature, are not widely known and easily welcomed by everyone. Clients may sometimes
have difficulties while trying to explain themselves. Thus, they may need the bank staff to listen

to their questions attentively and reply in an apprehensible manner.
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5.2. Conclusion

The research has demonstrated the assessment of service quality and customer satisfaction of
BOA using SERVQUAL and SERVPERF measurement models. Every bank would like to
explore its clients’ expectations and the underlying factors for clients’ loyalty to a bank. Through
such approaches, banks can serve their clients better than the past and increase the quality of
their service. Consequently, measuring the SQ is crucial attributes of the service providers and
what the customers on its performance perceive is important.

This study contributes to the knowledge about banking service quality and provides useful
information that could help bank management in providing high service quality and increasing
the customers’ level of satisfaction. A modified version of the SERVQUAL and/or SERVPERF
scales has been proven reliable and suitable for use by bank managers to enhance understanding
of customer expectations and deliver service as promised.

Survey results indicate that the assurance dimension has the highest expected value. There are
many banks in our country and in the world. The operations that these banks perform are similar
to each other. Therefore, creating differences in the services offered are mainly dependent on the
bank staff; and the staffs are the main reasons for resulting in the client’s preference. Clients
choose banks that have proactive and responsive bank staff who can meet their expectations,
offer different investment opportunities, value privacy, and confidentiality.

Based on the overall performance scores, it was found that the service quality of the Bank of
Abyssinia S.C. is low. Customers do not perceive high performance service to be delivered by
the service provider, BOA. The results indicated that the assessment of service quality has many
potential benefits for BOA managers. It is observed that there is a fundamental interaction
between the dimensions of SQ and the clients’ satisfaction in the service of the bank.

A review of extant literature points to SERVQUAL and SERVPERF as being the two most
widely advocated and applied SQ scales. Notwithstanding a number of researches undertaken in
the field, it is not yet clear as to which one of the two scales is a better measure of SQ. This study
also examined SERVQUAL model, which consists of expectation and perception aspects, and
SERVPERF model, which has only performance aspects that has been found to provide a
relative simple and inexpensive means of doing SQ assessment. A highly contentious issue

examined in this paper relates to the operationalization of SQ construct.
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As far as the assessment of the two scales on the Pearsons correlation parameter is concerned,
the performance- only measure (i.e., the SERVPERF scale) emerges as a better choice. It is
found to be capable of providing a more convergent and discriminate valid explanation of service
quality construct. It also turns out to be the most capable of explaining a greater proportion of
variance present in the overall service quality measured through a single item scale.

In overall terms, the researcher thus finds that, while the SERVPERF scale is more convergent
and discriminate valid explanation of the service construct, possesses greater power to explain
variations in the overall service quality scores, and is also a more parsimonious data collection
instrument, it is the SERVQUAL scale which entails superior diagnostic power to pinpoint areas

for managerial intervention.
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5.2. Recommendations

In light of the analysis and conclusion, it is advisable that Bank of Abyssinia S.C. addresses the

challenges indicated and maximize on the opportunities that the bank can get by properly

implementing the right strategy to get customers satisfied.

The following recommendations are forwarded to BOA as a way of addressing the challenges;

and eventually achieve customer satisfaction.

BOA should get experience sharing with best customer service performing companies.
Getting experience sharing and adopting suitable ones, benchmark the best practice of the
industry leaders in customers’ service. All employees in the value chain without any
compromise should practice that set standard. Keep customers informed about the service
standard and get feedback with respect to service delivery; this will help to improve
customer service with better perspective.

The management should ensure that all employees be involved in setting quality
standards, and should realize that maintaining of service quality is part of their jobs: that
it is visible to all customers in order to meet or exceed their expectation.

All employees have to know that service quality in its true sense is for improved
customer service. This is done by giving continuous training and capacity building
programs on how to solve the problems raised from customers, how to address
complaints sincerely and maintain accurate customers’ record.

Equip all employees with the necessary training and motivation to serve customers better
as compared to other competitors. Staff training is one of the most important factors for
delivering of continuously improving customer service. As improved and distinct
customer service has to be considered as strategic tool for change and improvement.
Draw more customers by improving customer service that makes them loyal to BOA. The
bank should assure the quality of its service in order to win customers’ satisfaction and
consequently achieve sustainable competitiveness.

Customer satisfaction should be taken as a culture of change that is undertaken in
continuous way without any reservation in the true sense of its term. Customer
satisfaction by providing excellent customer service has to be linked with the bank’s day-

to-day activities, its best performance and reward system for its effectiveness.
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= The bank should operate in a predictive and proactive in meeting its customers’ needs
and preferences. Accordingly, the bank should be customer centric and the management’s
focus area should emanate from the customer’s needs.

= The researcher also suggests that SERVQUAL and/or SERVPERF are suitable
instrument for measuring service quality in the retail banking sectors in Ethiopia. Hence,
banking industry practitioners can consider this instrument as a tool to assess and help
improve their service quality.

= Finally, the managers should beware that banking is the hyper competitive industry.
Success in banking sector inevitably depends on customer satisfaction. The banks those
are not in a position to meet expectations of their customers will be gradually driven

away from competition.
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Appendix | — Cross Tabulation

Visiting the branch * Relationship period * Overall satisfaction Cross Tabulation

Overall satisfaction=Highly Satisfied
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20 period
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Appendix Il - Reliability Measure/ Testing

Case Processing Summary

N %
Valid 356 100.0
Cases Excluded ® 0 .0
Total 356 100.0
a. Listwise deletion based on all variables in the procedure.
Reliability Statistics
SERVPERF SERVQUAL Expectation Perception
Cronbach's Alpha | Cronbach's Alpha | Cronbach's Alpha | Cronbach's Alpha
Tangibility .869 821 .889 .869
Reliability 875 817 .880 875
Responsive .835 787 .870 .835
Assurance 844 801 .876 .844
Empathy .845 .798 879 .845
Convenience .866 821 907 .866
Average 877 .834 901 877
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Appendix 111 — Questionnaire

R R TNCE
Ciichl:

N

St. Mary’s University
School of Graduate Studies

Institution of Quality and Productivity Management

Questionnaire to be filled by customers of Bank of Abyssinia S.C. in sample Addis Ababa
Branches.

Dear customer/respondent,

The purpose of this questionnaire is to collect first-hand information for a study being conducted
on the topic, “SERVQUAL and SERVPERF Models to Assess Service Quality and
Customer Satisfaction in the Case of Bank of Abyssinia S.C.” as partial fulfillment of Masters
of Quality and Productivity Management (QPM) program at St Mary’s University. | am
interested in studying quality of banking services in BOA especially in sample Addis Ababa
Branch that may lead to higher quality of services and customer satisfaction. To this end,
researcher kindly requests you to provide genuine information, to the best of your knowledge, so
that the finding of the study would be legitimate. The study is purely academic research.
Therefore, for sure, all your responses will be kept confidential. Researcher would like to thank
you for your willingness, effort and sharing precious time to fill the questionnaire and returning
it the earliest possible as your responses are important for me. I am Master’s student of St. Marry
University Institution of Quality and Productivity Management.

The first section of the questionnaire is focused on your personal profile. The second section of
the questionnaire is focused on your expectation of the service quality of BOA. The third part of

the questionnaire focuses on your perception of the service quality performance of BOA.
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EXPECTATION: it means what you require/desire & what you hope to get from BOA
PERCEPTION: it means what is your observation about the service performance of BOA
Instruction: please use tick mark (V) or mark (X) in the boxes provided to choose from the
option given and answer in writing where appropriate. You do not have to write your name and

Please tick only one box.

Section | Respondent’s profile
1. What is your gender/sex?

[IMale [IFemale
2. Please select your age group.

[1Below 20 years (121 — 30 years [1 31- 40 years (141 — 50 years

[1Above 50 years
3. Select your highest level of educational please.

[IPrimary school [IHigh school complete [IDiploma [ Undergraduate

[1Post graduate/Masters/ [1Doctorate degree/PhD/
4. What is your occupation?

[] Student 1 Unemployed [1 Self employed

[1 Government employed [1 Business Person [1Others
5. How frequency you visiting the branch to use its service?

[IDaily LIEvery other day [L1Two times a week L1Weekly

L1Every two weeks [IMonthly [IMore than a month
6. How long is the period, since you established relationship with the bank?

[ILess than two years [12 - 5 years [16-10 years
[]11 -15years [I1More than 15 years
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Section Il Customer expectation (anticipation)

This part of the questionnaire intends to find your expectation towards the service quality of

Bank of Abyssinia S.C. pleas tick the appropriate number i.e. 1-5 you may select any of the

number that show what you require, hope to get and/or what you should get.

Dimensions

Q

No.

Statement of evaluation

Rating scale

Strongly
Agree

Agree

Neutral

Disagree

Strongly
Disagree

1

3

4

5

Tangibility

The branch has modern
technology & equipments

The physical facilities at the
branch are visually appealing

Employees at the branch are
neat appearing

10

Materials associated with the
service are goes with the type of
service provided.

Reliability

11

The branch’s employees are
performing their work by time
promised to do so.

12

When a customer has a problem,
the bank shows sincere interest
in solving it.

13

The branch employee perform
the service right the first time
(error free)

14

The bank keeps your data &
records on error freebase.

Responsiveness

15

Employees of the branch should
tell customers exactly when
services would be performed

16

Employees of the branch should
be prompt and proactive service
providers.

17

Employees of the branch should
be always willing to help
customers. (always helpful)

18

Employees of the branch are
never busy to respond to
customers’ requests.

19

There is always adequate
number of employees to respond
to your needs at the branch.

Assurance

20

The behavior of employees of
the branch instills strong
confidentiality.

21

Customers of the branch should
feel safe in transactions with the
bank.
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22 | Employees of the branch should
be consistently polite  with

Assurance customers.

23 | Employees of the branch should
be knowledgeable to answer
questions.

24 | The branch and its employees
should give customers individual
attention.

25 | The bank should have operating
hours that are convenient to all
customers.

26 | The branch should have their
customer’s best interests at
Empathy heart.

27 | The employees of the branch
should understand the specific
needs of their customers.

28 | The employees of the branch
should be able to conduct
transaction immediately or in a
short waiting period

29 | ATM machines of the branch
should conveniently located

30 | The branch should provide
Special services or counters for
elderly/disabled

Convenience 31 | Clear guidance and information
sign on how to use the banks’
services and facilities should be
available in the branch.

32 | Itis easy to get ATM/VISA card
in the branch.

Section Il Customer perception of the superiority of service quality of Addis Ababa branches
Please show the extent to which you believe BOA has the features/the performance ability
described in the statement. Once again, make a “\* mark in numbers 1-5 you may select any of

the numbers that show how strong your feelings are.

Rating scale

Q Strongly Strongly

Dimensions No. | Statement of evaluation Agree Agree Neutral | Disagree | Disagree
1 2 3 4 5
7 The bank has modern looking
equipment.

8 The Bank’s physical facilities

Tangibility are visually appealing.

9 The Bank’s reception desk
employees are neat appearing.
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Tangibility

10

Materials associated with the
service (such as pamphlets) are
visually appealing at the bank.

Reliability

11

When the bank promises to do
something by a certain time, it
does so.

12

When you have a problem, the
bank shows a sincere interest in
solving it.

13

Employees of the bank perform
the service right the first time.

14

The bank insists on error free
records

Responsiveness

15

Employees in the bank’s branch
tell you exactly when services
will be performed

16

Employees in the bank give you
prompt service.

17

Employees in the bank are
always willing to help you.

18

Employees in the bank’s branch
are never too busy to respond to
your request.

19

There is always adequate
number of employees to respond
to your needs at the branch.

Assurance

20

The behavior of employees in
the bank instills confidence in
you.

21

You feel safe in your
transactions with the bank.

22

Employees in the bank area
consistently courteous with you

23

Employees in bank have the
knowledge to answer your
guestions.

Empathy

24

The bank & its employees give
you individual attention.

25

The bank has operating hours
convenient to all its customers.

26

The bank has your best interest
at heart.

27

The employees of the bank
understand your specific needs.

28

The employees of the bank are
able to conduct transaction
immediately or in a short
waiting period

Convenience

29

The ATM of the bank are
conveniently located

30

The bank provide Special
services or counters for
elderly/disabled
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31 | Clear guidance and information
sign on how to use the banks’
services and facilities are
Convenience available in the bank

32 | Itiseasy to get ATM/VISA card
in the bank.

Please state your feelings on the space provided
1. How do you rate your overall satisfaction in customer service of BOA’s branches? Please
respond by choosing the number which best reflects your own perception.
1. Highly satisfied
2. Dissatisfied
3. Neutral
4. Satisfied
5. Highly dissatisfied
2. What improvements do you suggest the branch need to make in the overall customer service?

3. Please feel free to offer any suggestions or comments you want to add that the branch should

do to satisfy the perceptions and expectations of its customers.

| thank you for the time and effort taken in fulfilling this questionnaire.
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