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Abstract

The aim of this study is to analyze customers'gmion of service quality in Commercial
Bank of Ethiopia (CBE), Addis Ababa Branch. Moreptiee study investigate the effect of
guality on satisfaction by focusing on the relatbip between service quality and customer
satisfaction and how quality can be improved insbevice atCommercial Bank of Ethiopia
(CBE). A descriptive-co relational form of reseasign is used to conduct the study. The
selection of primary studies is done by administgristructured questionnaires 100
customers at CBE, Addis Ababa Branch. The resednotlings are analyzed using
guantitative data analysis technique specificalbrrelation, multiple regression and beta
coefficients to build the analysis and draw conidos. Findings revealed that majority of
customers (88.0 percent) are overall satisfied witie bank services and the way it is
performed. The findings of the study also show ¢hatomers of the bank are satisfied by the
five service quality dimensions. Specifically, oustrs are most satisfied with the reliability
and assurance dimensions of service quality; howestomers are less satisfied with the
tangibility dimension. The result confirmed thaliability, assurance and empathy are the
dominant determinants of customer satisfacti®esults of the regression model also
revealed that all the five service quality dimensicexplained customer satisfaction by
90.7%, but the remaining 9.3% is explained by otlmexplored independent variables. The
SERVQUAL model is a good tool to measure servieditgun CBE because all dimensions
prove reliable for measurement of service qualitgd @ustomer satisfaction. Specifically, the
dimensions reliability, empathy, and assurance aeey important in measuring service
quality in CBE. General implication to managemehC®8E is that they should focus on all
dimensions of service quality and make effortsmprove them in order to have better

performance that would lead to higher perceived/erquality and customer satisfaction.

Key words. Service quality, customer satisfaction, SERVQUAL



CHAPTER ONE
INTRODUCTION

The first chapter consists of eight sections. Tihs Section discusses the background of the shydy
providing an overview about the topic. Furtherigadisses the basis of the research problems, cbsear
guestions, objectives of the study, significanstfdy, scope of the study, and study limitatiomalfy,
this chapter discusses about the conceptual frankevow the study by providing how the study

investigates and service quality affects custora@sfaction.

1.1 Background of the Study

Bank is a customer oriented services industry. Akldepends upon the customers for their survival in
the market. The customer is the focus and cust@mesice is the differentiating factors (Guo et al.,
2008). A bank can differentiate itself from compat by providing high quality customer service
(Naeem & Saif, 2009). Efficacy of customer serviserelated with progressive operation. In the
competitive banking industry, customer satisfactien considered as the essence of success.
Organizations operating in service industries sti@ainsider service quality a key strategic issuetfe
business success (Spathis et al., 2004). ThoseEeqroviders who establish a high level of sesvic
quality retain a high level of customer satisfactidhey also obtained a sustainable competitive
advantage. Service quality has been referred asxieait to which a service meets customer’s needs o

expectations (Lewis & Mitchell, 1990).

Bank should be known about the expectation andepéon of the customer. Measuring customer’s
expectation is the key to being able to serve tisgtorner satisfactorily. On the other hand, withtdret
understanding of customer’s perceptions, bank caterchine the actions required to meet the
customer’s needs. In this way they can easily feadighe customer which is directly impact on the
overall performance of the bank. Customer satigfads one of the important tools to run a business
and to achieve the mission statement. Indeed, mesteatisfaction has great significance for thertut

of an institution and it is seen as a basis fouseg market position and achieving other objectioé

the institution. Therefore, achieving high levels service is one method to keep customers both

satisfied and loyal (Perng, 2007).



According to Saravan and Rao (2007), service guaétnains critical in the service industries, as
businesses strive to maintain a competitive adgenia the marketplace and achieving customer
satisfaction. The financial services, particuladgnks, compete in the marketplace with generally
undifferentiated products; therefore service qualiécomes a primary competitive weapon (Stafford,
1996). Literature has proven that providing quadigrvice delivery to customers retains them, atrac
new ones, enhances corporate image, lead to pogiéterral by word of mouth, and above all

guarantees survival and profitability (Ladhari, 9RO

Despite the criticality of service quality to bussses, measuring service quality poses difficutibes
service providers, because of the unique charatiteyi of services: intangibility, heterogeneity,
inseparability and perishability (Douglas & Conn2603). In view of this, services require a didtinc
framework for quality explication and measuremeérnong the prominent frameworks, SERVQUAL
model developed by Parasuraman et al. (1988) i¢ preferred and widely used model for measuring
service quality in the service industry. This modebuped into five dimensions: (Reliability (the
ability to deliver the promised service dependadig accurately); (2Assurancethe ability to inspire
trust and confidence); (3)angibles(focus on the elements that represent the sephgsically); (4)
Empathy(emotional aspect of service); and Bg@sponsivenegshe willingness to help customers and

provide prompt service).

Despite the criticality of service quality to bussses, measuring service quality poses difficutbes
service providers, because of the unique charatiteyiof services. In view of this, services reguar
distinct framework for quality explication and mas=mment. Among the prominent frameworks,
SERVQUAL model developed by Parasuraman et al. §12888) is most preferred and widely used

model for measuring service quality in the serwchistry.

In the recent survey conducted by CBE showed tieaetis persistent complaint of long waiting at the
banking hall, failure of network system and Autoimdteller Machines; and defection to other private
banks. In short, customers’ preferences and exji@téaseem not to match up with the bank’s
initiatives. This situation calls for the assesstr@rservice quality in relation to service perf@mnce at

CBE. Therefore, this study examined the effect efvise quality on customer satisfaction in the
banking sector in Commercial Bank of Ethiopia (CB&) Addis Ababa Branch based on the

aforementioned five SERVQUAL dimensions.



1.2 Statement of the Problem

The trade liberalization and globalization havaulesl in keen competition among firms and industrie
The Ethiopian banking industry is not exempted eisflg with the proliferation of banking and
financial institutions in the country. That is, tteonomic liberalization of the financial sectarstd in
1991 laid a foundation for the formation and expam®f private banks in Ethiopia (Hansson, 1995).
This coupled with rapid technological advancementl amproved communication systems, have
contributed to the increasing integration and rddante amongst banks in the financial sector. As a

result, banks are now faced with very high andnséecompetition (Harvey, 2010).

Banks operating in Ethiopia is consequently pub imdt of pressures due towards increase in
competition. Various strategies are formulatedetain the customer and the key of it is to incre¢hse

service quality level. Service quality is partialjyaessential in the banking services context bseat

provides high level of customer satisfaction, amshde it becomes a key to competitive advantage
(Ahmossawi, 2001). In addition, service quality hassignificant impact on a bank’s success and
performance (Mouawad and Kleiner 1996). Nowadagsyise quality has received much attention
because of its obvious relationship with costsaricial performance, customer satisfaction, and

customer retention.

To this end, Commercial Bank of Ethiopia has madsamer satisfaction survey in 2014 (CBE Annual
Performance Report, 2013/14). The level of custosarsfaction of the bank, as per the survey
conducted during the year 2014 reached 76.6% whachshown slight improvement over the level of
satisfaction (75.4%) registered in 2013. The mdjadings of the satisfaction survey, for which an

action plan had been drawn for implementation, beeh the following:

The assessment result revealed that overall sequakty of the bank has been rated as the best
area of customer satisfaction;

Neatness of office spaces had been one of the wtesge customers had poorly rated the bank;

A number of modern banking technologies users /ATWISA card, etc/ had rated their

experience and satisfaction as poor.

In the quest to improve its services, retain andaett customers, CBE has introduced innovative
measures like extended business hours, ATM netwot&rnet banking, and improved banking hall

facilities among others, all in the interest of anting customers’ comfort. These efforts which aim



bringing satisfaction to the customers seem toutiteef Customers’ preferences and expectations seem
not to match up with the bank’s initiatives. Th&encessant complaint of long waiting at the bagki

hall, failure of network system and Automatic Telldachines; and defection to other private banks.

The emerging situation calls for the assessmesenfice quality in relation to service performance

help CBE to improve its service quality and enhasatésfaction so as to ensure customer retention.

1.3 Research Questions

On the basis of the aforementioned problem statearahthe study objectives, the research answers th

following questions;

1. What is the level of customers’ satisfaction onlthak’s services?
2. What are the perceptions of customers on serviabty®l

3. Is there a significant relationship between serguaality and customer satisfaction?

1.4 Objectives of the Study

The main aim of this study is to assess the eftdcservice quality on customer satisfaction in
Commercial Bank of Ethiopia (CBE) at Addis AbabaaBch. Moreover, the study examines the
relationship between customer satisfaction andeeuality in CBE with respect to the service dgwyal

dimensions.
The specific objectives of the study are to:

1. Assess the level of customer satisfaction.
2. Ascertain customer perception on service quality.

3. Assess the relationship between customer satisfaatid service quality dimensions.

1.5 Significant of Study

This study identifies quality dimensions signifitaa CBE to enable the bank to develop strategies t
improve the quality of service delivery. These ertdea the Bank’s competitive position in the banking

industry and ensure survival of the bank, espgcialthis era of keen competition.

By measuring the satisfaction level of customeBECan develop customer-centric service approach to
deal with customers in order to avoid the tendesfagxisting customers switching to a competing bank

By identifying what customers expect and perceovbd quality, CBE can revise, redesign or repackage
4



its service operations and tailor them to meetpigreeptions and expectations of the customershBy t
the services delivered at the bank bring satisfad the customers and make them stay while &ticac
new ones. Customers will become quality conscisaghey compare service offering of companies and

will opt for superior quality services.

The study serve as a guide for CBE to develop slizvhich will improve its overall service delivery
especially in areas where gaps between expectaiothperceptions are so wide to enhance customer
satisfaction. This gives CBE a comparative advantagd the most preferred bank in the banking
industry. By virtue of improved services, banks awdnpanies alike can benchmark the policies and
strategies of CBE for their quality improvementgnams leading to overall improvement in the banking
sector and possibly translate to other sectorseo&tonomy.

Lastly, the study serves as a guideline for furtlesearch in service quality in the banking indusir
related field.

1.6 Scopeof the Study

This study was undertaken to examine the effecsesfiice quality on customer satisfaction in the
banking sector in CBE. It is limited to service hjyapractices of CBE. The Bank has branches in
almost all the regions of Ethiopia. It has morentl®8 branches stretched across the coutnys

study however focused on one of its branches —sAd8taba Branch — located in Addis Ababa City; and
the result will not be extended to other brancheSBE. With regard to sample respondents, only 130
respondents were selected to obtain the requiredapy data in order to make the study more
manageable. Regarding the data collection tookcagnized structured SERVQUAL questionnaire,

which was developed by Parasuraman, et al (1988),used for this particular study.



CHAPTER TWO
LITERATURE REVIEW

The second chapter disuses the literature revi®etated work and theories of different authors is
discussed to explain the purpose and to answerefgarch problems of the study. It starts with the
concept of quality and concept of service qualdgsessing service quality, and ensuring customer
satisfaction. This chapter discusses measuringcgequality using the SERVQUAL model developed

by Parasuraman et al, (1988).

2.1 Concept of Quality

The word “quality” is frequently used to describeogucts and/or services. It connotes different
meaning to different people and organizations, thedefore lacks universal definition. As a reshére
have been numerous definitions of quality fromrétare in an attempt to establish a common
understanding. Until recently, the concept of gyakas heavily associated with product. Thus, duali
issues became prominence in the manufacturingrerdheat majority of the quality definitions possess
product characteristics. Quality was initially seas a defensive mechanism but it is seen as a

competitive weapon for developing new markets dsagencreasing market share (Davis et al, 2003).

2.1.1 Meaning of Quality

Product or Service Features

The British Standard BS 4778 defines quality asttiality of features and characteristics of a picid

or service that bear on its ability to satisfy wegi need (Wille, 1992). An organization identifeeseed

in the market and produce with the mind to fultifat need. When the need is satisfied, such
organization is deemed quality organization. Howgités argued that who describes the need limitin

the need rather than generalizing it.

Fitness for Use

Juran (1988) defines quality as “fitness for usdie definition raises the question of who definfs “
and “usé&. The only way a product is said to be “fis when it has been tried and tested or used. A
company can test a product and approve it as fituke but a customer may disapprove it. This
definition considers standard as the key elemamgdality. When a product is certified it is deben as

“fit for use"”.



Conformance to Requirements

Crosby (1979) defines quality as conformance taiireqnents. The definition maintains that when a
company sticks to the pattern provided by the custs, such product or service is deemed quality.
Before the product or service is said to conformeguirement, it should be devoid of defects, ma#ts
deadlines and ensures proper safe delivery. Thimitien is critiqued of its sufficiency; the
“requirement is seen as limited. The provider is likely to kgetin just meeting the specification while
another may come up with product or service whidh lvetter suit the underlying requirements of the
customers. In other words, the customers may lecknical expertise to provide accurate specificatio

and something better will be welcomed.

Associated Features of Product or Service

According to Feigebaum (cited in Rao et al., 199figlity is the total composite product and service
characteristics of marketing, engineering, manufaog and maintenance through which the product
and service in use will meet the expectation ofdirgtomer. The definition establishes that a produc

service must be adequate in all aspect in orderetet the intended purpose or use.

Delighting the Customer

Macdonald and Piggott (1990) define quality asgleing the customer by continuously meeting and
improving upon agreed requirements. Harrington {98 gues that excellence is a never ending, so
“good is not good enough” until good is better &edter is best. Firms should forever improve ineord
to maintain their customers. When customers a laeldh it is difficult for them to be swayed. Thss i
one of the definitions which has received credesicee it considers customer’s requirement andet th

same time requires the provider to look beyonddlag@irement to areas which will bring the optimum.

2.1.2 Categories of Quality Definition Approaches

Garvin (1980 cited in Rao et al, 1996) in an attetopestablish a common understanding of quality
from the numerous definitions categorizes the d&im into five approaches: transcendent, product-
based, user-based, manufacturing-based and vasee-b@he transcendent approach defines quality as
achieving or reaching for the highest standardgasnat being satisfied with mediocrity. Such quaitt

seen in artwork and literature. Product of thisliggidescription may not appear quality to everyone

The product-based approach identifies specific oraéde features or attributes to indicate high iqual
With the user-based approach, the user is therdeter of quality of a product or service. The awio



links customers’ satisfaction to quality; when fireduct or service satisfies the user, it is descrias
high quality. The manufacturing-based approach ride=t quality much the same as Croshy as
“conformance to requirement”. Thus quality dependsthe closeness of the product or service to the
specified requirement. The specification providendards (control limits) for tolerance (Rao et al.
1996).

The value-based approach defines quality as theedenf excellence at an acceptable price and the
control of variability at an acceptable cost. Thiera view that purchasing decision involves trgdiiff

the quality against the price. They sought for galumore features, better reliability and more supp
for their money. In other words, choice of a pattac product depended on the value the customers

derived from the product (Rao et al., 1996).

2.1.3 Emerging Quality Description

The accelerating expectation of the customers eaupith the rebuilt of many manufacturing systems
and the edge to meet the expectations resultedganzations considering improvement decision as
pertinent. During these periods quality was desctibs “little q”, which meant product quality. With
the proliferation of service industries, a new gyamovement emerged and was labeled as “big Q”
(Smith, 1994). Quality which was seen as a defensigchanism is recognized as a competitive weapon
for developing new markets as well as increasingkatashare (Davis et al, 2003). Table 2.1 gives the

distinction between “little 9” and “big Q.

Table 2.1: The new quality thinking

Little g Big Q

Quality is about products Quality is about organization
Quality is technical Quality is strategic

Quiality is for inspector Quiality is for everyone

Quality is led by expert Quality is led by management
Good quality is high grade Quality is the appropriate grade
Quality is about control Quality is about improvement

Source: Smith (1994)



Gummesson (1994) identifies three management maregimanufacturing paradigm which focuses on
goods and mainly concerned with productivity techhstandards; the bureaucratic-legal paradigm used
mainly in the public sector and is more concernéith wegulations and rituals before end results. The
third paradigm is the service paradigm which mafolyuses on service management particularly in the
marketing area and stresses the importance of estmteraction with service provider in delivering
service and creating value. The service paradigphasizes a shift from the goods-focused to service-

focused management.

2.2 Description of Service

Bateson and Hoffman (1999) define services as dedfidsts or performance whilst Regan (1963) sees
services as activities, benefits or satisfactidifisred for sale or provided in connection with dade of

goods. Heizer and Render (1999) describe serviEéthase economic activities that typically produce
an intangible product such as education, enter@myfood and lodging, transportation, insurance,
trade, government, financial, real estate, mediephir and maintenance like occupations”. Johns
(1999) adds that service could mean an industpgrbormance, an output or offering or a process. As
compared to manufactured products, services are tamsgible and less measurable. Service
organizations have a significant proportion of themployees in direct contact with their external
customers. According to Fox (1993), customers’ @ation of the company is often determined by the

behavior of these employees.

Service providers perceive service as a processhwbontains elements of core delivery, service
operation, personal attentiveness and interperspadgbrmance which are managed differently in
various industries. Customers on the other hand gervice as an experience of life which consiéts o
elements of core need, choice, and emotional cofdehns, 1999). These service elements are present
in different service outputs and encounters anécaféach individual's experience differently. The

factors critical to services include value (benafithe expense of cost), service quality and actesn.

Service quality is a concept that has aroused derale interest and debate in research. There are

difficulties defining and measuring it with no oaélrconsensus emerging on either (Wisniewski, 2001)

While Eshghi et al. (2008) define service qualiytlae overall assessment of a service by the cessom

Asubonteng et al. (1996) and Wisniewski and Doyn@lB96) define it as the extent to which a service

meets customer’s needs or expectations. Lewis aodB (1983) describe service quality “as a measure

of how well the service level delivered matchesta@o®r expectations. Service is said to be quality
9



when it consistently conforms to customer expeotati Parasuraman et al. (1985) argues that service

guality is the measure of service delivered asrag&xpected service performance.

221 Typesof Services

Schmenner (1986 cited in Fitzsimmons and Fitzsinsn@001) develops a service process matrix and
categorizes service along two dimensions that Bogmitly affect the character of the service delyve
process. The vertical dimension measures the dedredor intensity, which is defined as the raifo
labor cost to capital cost while the horizontal dimeion measures the degree of customer interaatidon
customization, which is a marketing variable thasatibes the ability of the customer to affect
personally the nature of the service delivered. atrix indicates four types of services labeled as

service factory, mass service, service shop an@gsimnal service.

Gronroos (2001) perceives services to be eithdr-tagch or high-tech. High-touch services are nyostl
dependent on people in the service process proglutia service, whereas high-tech services are
predominantly based on the use of automated systeriismation technology and other types of
physical resources. Gronroos maintains that higictt@lso includes physical resources and technelogy
based systems that have to be managed and inggn&bethe service process in a customer-oriented
fashion (Gronroos, 2001). In this case, bankingises include both high-tech and high-touch sewrzice
For example, high-tech services include Internééfflone/Short Messaging Service (SMS), ATM
machines whereas high-touch services consist a@fuct®ns and personnel assistance in using the

services.

2.2.2 Characteristics of Service

Johns (1999) argues that services are mostly descas “intangible” and their output viewed as an

activity rather than a tangible object, but alsondd that some service outputs have some subdtantia
tangible components like physical facilities, equnénts and personnel. Gummesson (1994) positsathat,

service design which consists of a service, sersicem and the service delivery process considers
customers, staff, technology, the physical envirentn and the consumption goods. The physical

aspects are important for high quality serviceveei).

Bateson (1985) outlines four unique characteristitsa service to be intangibility, heterogeneity,
inseparability and perishability. Unlike a produehere tangible cues exist to enable consumers to

evaluate the quality of the product, the qualitytlod service is ascertained by parameters thagliarg

10



come under the domain of “experience” and “credépeeperties and are as such difficult to measure

and evaluate (Parasuramanet al 1985; Zeithaml &ndrB2003).

2.2.3 Banking Services

Basically, banking is a business that is registéoealccept deposits from the pubic and make ourtsloa
Technically, banks mobilize funds from the surplusts and channel it to the deficit units of the
economy (Luckett, 1994). The objective of this fustthnneling is to earn profit. This function makes
banks one of the most important financial interragds in every economy and also assists Central
Banks in achieving their monetary policies. Banksnemoney in servicing beyond selling money.
Banking services are about the money in differgpes$ and attributes like lending, depositing and
transferring procedures. These intangible servaresshaped in contracts. The structure of banking
services affects the success of institution in ltergn. Besides the basic attributes like speedjriggc
and ease in banking services, the rights like dtarsty for services to be compounded are also

preferred.

2.3 Concept of Service Quality

The concept of service quality originates from aonser behavior and confirmation/disconfirmation
paradigm (Gronroos, 1992). The paradigm postulhigscustomers compare the quality of the product
after usage to that of their expectations beforages(Swan and Comb, 1976), and indicate their
satisfaction/dissatisfaction with the products ervies purchased (Woodrupet al., 1983). Literature
maintains that customers evaluate service qualyy comparing the service provider's actual
performance “perception” with what they think seeviperformance would be “expectations” in their

service experience (Gronroos, 1982; Lehtinen ardihen, 1982).

Service quality is defined as customer perceptibrh@vy well a service meets or exceeds their

expectations (Czepiel, 1990) or the degree of dEamcy between customers’ normative expectation for
service and their perceptions of service perforraafRarasuraman et al., 1985). Many practitioners
define service quality as the difference betweestaruer’'s expectations for the service encounter and
the perceptions of the service received (Munusatal.e2010). Customer expectation and perception
are the two key ingredients in service quality vé&ii(1980) posits that customers judge qualityles™

if performance (perception) does not meet theireetqtion and quality as “high” when performance

exceeds expectations.

11



Customers’ perception of performance is what thgyedenced (Parasuraman et al., 1988). Literature
maintains that customers’ total perception of aiseris based on their perception of the outcont an
the process; where the outcome is either valuecaddquality and the process is the role undertddyen
the customer (Edvardsson, 1998).The customer'spgon of quality of service is based on the degree

of agreement between expectations and experierared@npully, 1998).

The result of this comparison is perceived serguality (Gronroos, 1982, 1984; Takeuchi and Quelch,
1983; Parasuraman et al., 1985, 1988). Parasuratman (1988) define perceived quality as a form of
attitude, related but not equal to satisfactiond aesults from a consumption of expectations with
perceptions of performance. Therefore, having &éebenderstanding of consumers attitudes will help

know how they perceive service quality in bankipg@tions.

The pivot to the concept of service quality is gapdel, which stipulates that service quality is a
function of the difference scores or gap betwegeetations and perceptions (P — E). The gap between
expectation and performance can be positive (satisfy), when performance exceeds expectations or
negative (dissatisfaction), when performance fal®rt of expectations (Anderson, 1973).Service
quality is low, if what is perceived is below ext®®n, and is high, if what is perceived meets or
exceeds expectation. The result of this comparisoperceived service quality (Gronroos, 1984;
Takeuchi and Quelch, 1983; Parasuraman et al.,)1988

24 Service Quality Models

Several models have been identified in the litestior measuring service quality. Among the
approaches or models are: expectancy-disconfirmafpproach, performance-only approach, technical
and functional dichotomy approach, service qualiysus service satisfaction approach and attribute

importance approach.

The expectancy-disconfirmation model focuses omtitigng customer expectation versus what they
actually experienced. It compares the service padace with the expectations of the customers, lwhic

is assessed after the service encounter (OlivéQ)19

The performance-only approach assesses servicéygoglenquiring from the customers about their
level of satisfaction with the various featureddaling a service encounter (Babakus and Boller,2199
Cronin & Taylor, 1994).
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The technical and functional dichotomy approachniifies two service components that lead to
customer satisfaction: technical quality of theduat which is based on product characteristics ssch
durability, security, physical features; and fuanal quality which is concerned with the relatiapsh
between service provider and the customer suchoastesy, speed of delivery and helpfulness
(Gronroos, 1984). Customers usually lack informmatim the technical aspects of a service, therefore

rely on functional quality to form perceptions efgce quality (Donabedian, 1980).

Service quality versus service satisfaction modaintg focuses on two service components that are
interrelated; the transition-specific assessmenichvievaluates specific features of quality and the
overall assessment which evaluates overall qudlitys approach links perceived quality at the tiofie
the service encounter or immediately after it andrall satisfaction with the service. The attribute
importance model focuses on the relative weighth@enimportance the consumer places on attributes
found to be linked with service satisfaction (Gitbet al., 2004).

Cronin and Taylor (1992) developed SERVPERF (servperformance) which disregards the
expectation and measured service quality perceptlmn evaluating the customer’s overall feeling
towards the service.

Among the models for measuring service quality, rtiest acknowledged and applied model in variety
of industries is the SERVQUAL (service quality) nebdleveloped by Parasuraman et al. The model
originally provided a list of ten determinants @&rgce quality: access, communication, competence,
courtesy, credibility, reliability, responsivenesgcurity, understanding and tangibles. Furthedistu

merged correlated variables and reduced the detants into five consolidated dimensions: tangibles,
reliability, responsiveness, assurance and empashthe instruments for measuring service quality
(Parasuramanet al., 1988; Zeithamlet al., 1990¢. SERVQUAL model assesses customer expectation

and perceptions of service quality by capturingghp between expectation and experience.

2.5 Measuring Service Quality using SERVQUAL M odel

An array of factors or determinants has been ifledtin the literature for measuring service qualit
For instance, Sachev and Verma (2004) measurecseguality in terms of customer perception,
customer expectation, customer satisfaction, arstiomer attitude. Despite the numerous models for
measuring service quality, Nyeck et al. (2002) adhat the SERVQUAL model remains as the most

complete attempt to conceptualize and measurecgequiality. The model is extensive and widely used
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to measure service quality in the literature. Theeethis study adopts the SERVQUAL dimensions to

measure service quality in Commercial Bank of HildpAddis Ababa Brach.

The SERVQUAL dimensions: tangibles, reliabilityspensiveness, assurance and empathy are the basis

for service quality measurement (Parasuramanet@88; Zeithamlet al., 1990).

Tangibles: The tangibles encompass the appearance of the cgmgaresentatives, facilities, materials,
and equipment as well as communication materidige. dondition of the physical surroundings is seen
as tangible evidence of care and attention to Ildexdiibited by the service provider (Fitzsimmons &

Fitzsimmons, 2001). Davis et al. (2003) summargibles as the physical evidence of the service.

Reliability: The reliability and consistency of performance erfvice facilities, goods and staff is seen as
important (Johnston, 1997). This includes puncteaVice delivery and ability to keep to agreements
made with the customer. According to Fitzsimmond Bitzsimmons (2001), reliability is the ability to

perform the promised service both dependably andrately with error free.

Responsiveness: Johnston (1997) describes responsiveness as tlesl spwl timeliness of service
delivery. This includes the speed of throughput #rel ability of the service to respond promptly to
customer service requests, with minimal waiting anpgkuing time. Fitzsimmons and Fitzsimmons
(2001) argue that when the customer is kept waftingno apparent reason creates unnecessary negativ
perceptions of quality. Conversely, the ability tbhe bank to recover quickly when service fails and

exhibit professionalism will also create very pwgtperceptions of quality.

Assurance: This considers the knowledge and courtesy of engg@eyas well as their ability to convey
trust and confidence. The assurance dimensiondaslthe following features: competence to perform
the service, politeness and respect for the custogffective communication with the customer anel th
general attitude that the server has the custonbess interest at heart (Fitzsimmons & Fitzsimmons,
2001).

Empathy: According to Chase et al. (2001), empathy is tlwvigion of caring, individualized attention
to customers. Fitzsimmons and Fitzsimmons (20019itpthat empathy includes approachability,
sensitivity, and effort to understand the customereds. Johnston (1997) describes empathy as the

ability to make the customer feel welcome, partidylby the contact staff.
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The SERVQUAL model identify a gap which maintaitatt satisfaction is related to the size and
direction of disconfirmation of a person’s expedervis-a-vis his/her initial expectations (Churtckil
Surprenant, 1982; Parasuraman, Zeithaml& Berry518&ith & Houston, 1982).

2.6 Assessing Service Quality

Implementing and evaluating service quality is sy\amplex process, because of the intangible aatur
of service and the difficulty in measuring custosh@xpectations and perception. Zeithaml and Bitner
(1996) believe that content and delivery of a senadre essential factors for evaluating servicditgua

While customers evaluate the quality of delivesryge providers determine the content of the setvi

Edvardsson (1998) contends that the concept oficeeshould be approached from the customer’s
perspective. Because the customer’s total peragemtiadhe outcome is the “service” and the customer
outcome is created in a process where service rergeed through that process. Customers’
involvement in the service process is necessangesthey are co-producer of service. The service
process can be a delivery of service, interpersm@iaction, performance or customer’'s experiesfce

service.

2.7 Ensuring Customer Satisfaction

Customer satisfaction is a widely used term in ess to measure the kind of products and services
provided by a company to meet its customer’s exiect. Customer satisfaction is believed to be the

company'’s key performance indicator (KPI), partaly when organizations compete for customers.

Literature establishes that customer satisfactoa key to long-term business success (Zeitharmi. et
1996). To protect/gain market shares, organizatieeed to outperform competitors by offering high
quality product or service to ensure satisfactidncostomers (Reichheld, 1996; Gronroos, 2000;
Tsoukatos, 2008). With banks, customer longevitydhieved through the delivery of high quality
services (Berry et al., 1985; Anderson et al., 19%4sar et al., 2000) especially under unregulatet!
volatile financial market conditions (Colgate & lggn2001). Banks need to understand custdfers
service requirements and how it impact on serviebvery and customefsattitudes (Gerrard &
Cunningham, 2001; Beckett), for a small increaseustomer satisfaction can to customer loyalty and
retention (Bowen & Chen, 2001).

The ability of a bank to meet the expectationsusitemers determines the extent of satisfactiorveeri

by customers. Beerli et al. (2004) describes custosatisfaction as the measure of the extent B ban
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fulfils the general expectations of a customer had far and/or close does the existing bank come to
the customer’s ideal bank in his mind. Customeisfsadtion can be viewed as the future intentions of
customers towards the service provider, which isemar less related to the attitude (Levesque et al,
1996). According to Hansemark and Albinsson (2004atisfaction is an overall customer attitude
towards a service provider, or an emotional readiiothe difference between what customers anteipa
and what they receive, regarding the fulfillmentsofme need, goal or desire”. In order to maintaith a
increase purchases, the bank needs to provide yalyle quality) to customers (Anderson & Jacobsen,
2000).

2.8 Impact of Service Quality on Customer Satisfaction

With the ever increasing competition in the marletp resulting from trade liberalization and free
economy model, it is imperative for banks to achieustomer longevity, through excellence service
delivery (Lassar et al., 2000). Service quality recognized as potential for ensuring customer
satisfaction and retention, operational efficieaog profitability of an organization (Cronin, 2008)le

and Prince (1992) argue that satisfied customersamfortable repeating business with the firm and
even recommend it to others. The customers settdhgany to others by word-of-mouth when they are
satisfied with the services (Gee et al., 2008) @ increase firm’s customer-base. Parallel te ithi
the study by Martins and Toledo (2000), which meiimd that service quality increases market share by
maintaining current customers and acquiring newsoKeishnan et al (1999) establish that the cost of
retaining existing customers by providing high dygbroducts and services is significantly lowearth

the cost of winning new customers.

Literature establishes that customer satisfactasadistrong positive correlation with customerneba

in the retail banking (Siddiqi, 2010; KandampulhdaSuhartanto, 2000). The strong positive cormahati
means the customers will recommend the bank tor gibeple. As a consequence, the bank can be
assured of repeat and stable customer base. Coheén2007) found that a loyal customer takes tdss
the company’s time during transactions and aredessitive to price changes. Reichheld (2006) state
that companies with higher customer loyalty experge growth in revenue twice as much as their
competitor.
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2.9 Conceptual Framework for the Study

The study investigates how service quality affemistomer satisfaction. Customer satisfaction is a
dependent variable which occurs when the servicegged by CBE which was rated by customers as
high quality and satisfactory. The study postuldked the quality of the services provided by tHgEC
determines the satisfactory rate of customers with bank. CBE can ensure customer satisfaction
through the provision of quality service by the BarnTo measure service performance and customer
performance of a service, SERVQUAL model was u3dst SERVQUAL model is made up of five
variablestangibility, responsivenesseliability, assuranceandempathy

When service performance, also known as percepBohigher than customers’ performance of
SERVQUAL variables, customers will be satisfied &1#E is likely to satisfy the customers. However,
if service performance is poor, customers becorssatisfied and they will switch to a competing bank
which may offers superior service. When a servicevider has excellent physical facilities that are
aesthetically appealing; insist on-time servicevéey which is free from errors; and knowledgeable
employees who consider the customers as the congptotgl well-being will result in high quality

service delivery which will lead to customer satetfon.

Since the main objective of the study is to idgntife impact of the five dimensions of service gyal

on customer satisfaction thus the framework of shisly is given bellow:

4 SERVQUAL A
DIMENSIONS
Tangibility
Reliability Customer
Satisfaction
Responsiveness
Assurance
Empathy
\_ J

Fig. 1.1: The effect of service quality dimensions on customer satisfaction
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CHAPTER THREE
RESEARCH DESIGNN AND METHODOLOGY

This chapter presents the methodology used to abnthe research. Research approaches are
discussed. This chapter presents research desgaoriloes the research methods, sampling techniques
and the instruments employed in the data gatheAtsp it explains which sources are used to collect

the data and what procedure is applied to anahzelata.

3.1 Research Design

A descriptive research was used to gain an insigbhtconsumer’s perceived service quality offergd b
CBE with respect to five dimensions of SERVQUAL Isca 0 gather data for the study, the researcher
employed questionnaire survey.

A descriptive, explanatory and co relational forfmesearch design was used to provide solutioniseo
research problems. Descriptive research involvédsegag data that describe events and then organize
tabulates, depicts, and describes the data callettes study also adopted quantitative method, Useca
guantitative method allows explanation of a phenuoneby collecting numerical data that are analyzed

using mathematically based method, particularlyedation and regression.

3.2 Population, Sample Size and Sampling Technique

In conducting this study, it is not possible, piet and sometimes expensive to gather data by
considering entire population. Therefore smallardts of a unit sample will be chosen to repredeat t
relevant attributes of the whole of the units. Tlesearcher select Addis Ababa Branch based on
purposive sampling, as this Branch has a large eummbcustomers, as compared to other branches in
Addis Ababa City. On the average about 978 custewisit CBE Addis Ababa Branch daily.

A non-probability sampling strategy called convagie sampling was employed, as a convenience
sampling is available to the researcher by virthi@ésoaccessibility. Thus, a convenient sample 89 1

respondents was selected to obtain the requiredapyi data. The study’s instrument was a self-
administered questionnaire that was developed amglogyed to achieve the objectives of the current
study. The questionnaire was administered to tHeedacustomers in Amharic language for better

understanding.
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3.3 Sourceof Data and Data Collection Tools Used
3.3.1 Sourcesof Data

The study applied both primary and secondary datiaces in order to gather relevant information for

the study.

A) Primary Data

As the main sources of the data, primary data vedkeged from the sample customers of the CBE
Addis Ababa Branch under study. The study emplayedhly questionnaire — both open and closed
ended — in collecting the primary data, and thdyamsawas substantially done based on the primary

data.

B) Secondary Data
The secondary data was collected from differentcasu The sources of the secondary data include

websites, books, national and international jowgnaiticles, and CBE annual reports.

3.3.2 Data Collection Tools Used

For an easy understanding and reading, the quesii@was designed into three parts. The first piart
the questionnaire requires information on demogrcapiofile of the respondents, and the presenteisag
of banking transactions. The second part focuseith® 5 variables that are believed to impact ensto
satisfaction and revisit intention (i.e. dimensiafiservice quality)The third part measures customers’
satisfaction. The services of the bank were assessed on the SBRWVQariables: Tangibles,
Assurance, Responsiveness, EmpatigReliability, to determine the level of satisfaction deriveahir
the services. In short, a recognized structuredtiprenaire, SERVQUAL by (Parasuraman, et al 1988),

was used for this research.

3.4 Procedure

To carry out the study, the following proceduresravollowed. (1) The questionnaire was mainly
written in English language, and then translatéd Aamharic version, as it is easily understood by a
respondents; (2) Cronbach’s alpha has been empltwyeValuate the reliability scale of construct.
Accordingly, the Cronbach’s alpha reliability ofettSERVQUAL instrument wasx= 0.90 which

indicate that it has high reliability, and (3) thestrument was directly administered to sample

respondents who came to the bank for getting sesvic
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3.5 Variable Measurements

Independent variables

The independent variables are the SERVQUAL dimerssidangibles, Responsiveness, Reliability,
Assurance and Empathy developed by Parasuramdn(2088). These dimensions measure customer
satisfaction by taking into account the performaatéhe service and the expectations of customers o
the service provided. Several varying number oh#avere developed to measure each dimension. The

five independent variables are represented asisilo
X1 = Tangibles
X2 = Reliability
X3 = Responsiveness
X4 =Assurance
Xs = Empathy

Dependent variable

Customer satisfaction is the dependent variabletttestudy measure with the independent variables.
The customer satisfaction is an indicator of custi@being satisfied with the services renderedhby t
bank. Customer satisfaction is an indicator of @ounrs’ preference of the bank. The dependent Variab

is represented as follows:
Y = Customer Satisfaction

3.6 DataAnalysis

The basic objective of this study is to examine éffect of service quality on customer satisfaction
based upon the conceptual framework of this stlitig. study employed both descriptive and inferential
tools in analyzing the data. The descriptive anslws&s chosen because of its simplicity and claaty
draw inferences. Thus, percentages, frequency abpldst were used for the analysis of the collected
data. Inferential statistics (e.g. correlation andltiple regressions analysis) was also used ttyama
the existing relationship between the study vaesblThe data collected was edited and coded. The

coded data then be processed using StatisticabBadkr Social Sciences (SPSS version 20.0).
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3.7 Rédliability Assessment

Reliability of the items of the variables is measliby Cronbach’s alpha. According to Hair, et al.,
(2006), if o is greater than 0.7, it means that it has higiabgity and if « is smaller than 0.3, then it

implies that there is low reliability. Cronbachplaa has been employed to evaluate the relialstigle

of construct and dimension of each construct.

The internal consistency of the SERVQUAL items wasessed by computing the total reliability scale.
The total reliability scale for the study is 0.9fdicating an overall reliability factors slightsame as to
that of Parasuraman et al, (1988) study which w@2.@ his reliability value for this study is suéstial
considering the fact that the highest reliabilthatt can be obtained is 1.0 and this is an indinatat

the items of the five dimensions of SERVQUAL mode# accepted for analysis.
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CHAPTER FOUR
DATA ANALYSISAND INTERPRETATION

This chapter will present a discussion of the fiesiults and the process through which the rewdte
obtained. In addition to this, background inforraatiof respondents will be presented. Finally, the
statistical methods of analysis were discussedchvimcluded a descriptive analysis, a correlation
analysis through SPSS version 20.

The questionnaire was administered to 130 custoofefgidis Ababa branch of CBE. Out of the 130
administered questionnaires, 100 were obtainedriatysis. The valid questionnaires which formed the

analysis yielded 77% response rate.

4.1 Demographic Profile of Respondents

Table 1: Distribution of Respondents by Age anddgen

Male Female Total
N % N % N %

18 - 30 Years 30 47.6 20 54.1 50 50.0
31-40 Years 14 22.2 8 21.6 22 22.0
41 - 50 Years 13 20.6 5 13.5 18 18.0
51 - 60 Years 4 6.3 4 10.8 8 8.0
> 60 Years 2 3.2 0 0.0 2 2.0

TOTAL 63 100.0 37 100.0 100 100.0

The above table 1 describes about the backgrourespbndents based on age and gender. According to
the data there were more male respondents as cethparthe female. Concerning the age of the
respondents, 47.6% of male & 54.1% of female redpots are belongs to (18-30) years of age. While
22.2% of male followed by 21.6% of female responsl@me at the age of (31-40) years,20.6% of male
& 13.5 female respondents were in the range of%@)16.3% of male & 10.8 % of female respondents
were the range of (51-60) & 3.2% of male resporslen¢ under the age of above 60. In short, the data
shows that half of the respondents (50%) are iratfeerange of 18 — 30 years.
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Table 2: Distribution of Respondents by Educatidrealel and Gender

Male Female Total

N % N % N %

No Education - - 1 2.7 1 1.0

Primary Education - - 1 2.7 1 1.0
Secondary Education 7 10.45 4 10.8 11 11.0
College Certificate/Diploma 17 25.37 16 43.2 33 33.0
Bachelor Degree 30 44.78 14 37.8 44 44.0
Masters Degree & Above 9 13.43 1 2.7 10 10.0
TOTAL 63 94.03 37 100.0 100 100.0

Table 2 shows the educational level of the respatsdey their gender classification. According te th
survey, 10.45% of male & 10.8% of female represeetondary education, college certificate/diploma
holder were 25.37% of male & 43.2% of female, thehelor degree holder represents 44.78% of male
& 37.8% of female. Finally, masters degree & abmapondents represents 13.43% and 2.7% of male

& female respectively. In general, majority of ttespondents (77%) are degree and diploma holders.

Table 3: Distribution of Respondents by Occupati@tatus and Gender

Male Female Total
N % N % N %

Self Employed 11 17.5 0 - 11 11.0
Private Sector Employee 12 19.0 7 18.9 19 19.0
Public Sector Employee 31 49.2 20 54.1 51 51.0
NGO Employee 7 11.1 6 16.2 13 13.0
Other 2 3.2 4 10.8 6 6.0

TOTAL 63 100.0 37 100.0 100 100.0

With regards to occupational status and gendehefréspondents, table 3 shows that 17.5% of male
respondents were self employed, 19% of male & 28.9f female respondents were private sector
employee while 49.2% of male and 54.1% of femakpoadents were public sector employee, NGO
employee represent 11.1% of male & 16.2% of femake remaining 3.2 % of male & 10.8 % of
female respondents represent other sectors. Thaldatribes that more than half of the respondests

government employees.
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4.2 Usage of Banking Transactions

Table 4: Frequency of Respondents Visiting the Bank

Male Female Total
N % N % N %
Daily 11 17.5 13 35.1 24 24.0
Every Week 11 17.5 6 16.2 17 17.0
Every Two Weeks 12 19.0 4 10.8 16 16.0
Every Month 29 46.0 14 37.8 43 43.0
TOTAL 63 100.0 37 100.0 100 100.0

In relation to the frequency of visiting the barné&ble 4 shows 17.5% of male & 35.1% of female
customers visit the bank daily,17.5% of male &2166 of female customers visit the bank every
week,19.0% of male & 10.8% of female customerst wisevery two weeks. And the other 46.0 % of
male & 37.8 of female customers visit the bankverg month. However, majority of the respondents

(43%) visit the bank every month followed by visgievery fortnight.

Table 5: Types of Account Used by Respondents

Male Female Total
N % N % N %
Saving Account 49 77.8 23 62.2 72 72.0
Current Account 13 20.6 13 35.1 26 26.0
Investment 1 1.6 0 0.0 1 1.0
Personal Loan 0 0.0 1 2.7 1 1.0
TOTAL 63 100.0 37 100.0 100 100.0

Table 5 address about the types of account cussoused. Accordingly, more customers had a saving
account which represents 77.8% of male & 62.2 %eofale, the other 20.6% of male & 35.1 % of

female customers had current account, 1.6% of mespondent represent investment & 2.7% of the
respondent had a personal loan service customevetdy, there are five respondents who used both

current and saving account.
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Table 6: Channel Used for Transaction by Gender

Male Female Total
N % N % N %

ATM 46 73.0 18 48.6 64 64.0
Internet banking 3 4.8 3 8.1 6 6.0
Mobile Banking 1 1.6 2 5.4 3 3.0
Pass Book 11 17.5 10 27.0 21 21.0
Letter & Cheque 1 1.6 4 10.8 5 5.0
Locéel Money Transfe 1 1.€ 0 0.C 1 1.C

TOTAL 63 100.0 37 100.0 100 100.0

In relation to the channel used for transactioblet® shows that majority of customers (64%) used
ATM which accounts 73.0% of male & 48.6 % of femalestomers. Those customers who utilized
internet banking represent 4.8% male & 8.1% of femaBesides, 1.6% of male & 5.4% of female
customers used a mobile banking serves; 17.5 of &&7.0% of female respondents used pass book
for their transaction. There are also 1.6% of n&l&0.8% of female respondents who used letter &
cheques, but there is only 1.6% of male respondsed a local money transfer. It was also observed

that there are three respondents who used mudtipkmnking services.

4.3 Descriptive Statistics

Table 7: Overall Satisfaction Level on the Bark&vices

Freguency Per cent Valid Percent Cumulative Per cent
StronglyDissatisfie 0 0.C 0.C 0.C
Dissatisfiet 1 1.C 1.C 1.C
Indifferen 11 11.C 11.C 12.C
Satisfie( 46 46.C 46.C 58.C
Strongly Satisfiet 42 42.C 42.C 100.(
Total 100 100.0 100.0

Table 7 above shows the overall satisfaction lavehe services provided by the Commercial bank of
Ethiopia Addis Ababa Branch. As indicated in thkléamajority (42.0 percent) of the respondents is
strongly satisfied, and 46.0 percent of the respotsl are satisfied. However, 11.0 percent of the
respondents are neither satisfied nor dissatiséied,1.0 percent of the respondents are dissatiSfige
above analysis implies that the overall satisfactevel of customers on the bank service accouorts f
88.0 percent.
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Table 8: Mean and Standard Deviation for Servieal@y Dimension

Minimum Maximum Mean Std. Deviation
Reliability 1.6¢ 5.0C 4.1z .68¢
Assuranc 1.5C 5.0C 4.2( 745
Responsivene 2.0C 5.0C 4.1C .65¢
Empath 2.0C 5.0C 4.0¢ .64¢
Tangible 1.0C 5.0C 4.0¢€ .76t
Customer Satisfactit 2.45 5.0C 4.2¢ .58¢

With respect to the service quality dimensionslet@depicted that that assurance has the highemh m
value ¢ =4.20) but tangibility has the least mean valte=@.06). Therefore, it may be concluded from
the above table that respondents are most satisftacassurance, and followed by reliability € 4.12

& SD = 0.688) and responsiveness= 4.10 & SD = 0.659) dimensions. Customers are lessfitis
with empathy £ =4.08& SD =0.649) and tangibilityx(=4.06 & SD =0.765). Again, the above table
depicts that general satisfaction towards CBE sergrovision is very high with a mean af€4.29 &
SD = 0.584).

4.4 Pearson Correlation analysis

To determine the relationship between service tuallimensions (tangibility, reliability,
responsiveness, assurance, and empathy) and cusatiséaction, Pearson correlation was computed.
Table 9 below presents the results of Pearson latiae on the relationship between service quality

dimensions and customer satisfaction.

Table 9: Correlation of service quality and custeorsatisfaction

Customer
Rédiability Assura}nce Responsiyenees Empathy | Tangibles | Satisfaction

Reliability 1 622 .62( 57z 45¢ .888**
Assurance - 1 616" .58¢ .357 .752*%*
Responsiveness - - 1 .641 A42¢ .643**
Empathy - - - 1 587" 752%*
Tangibles - - - - 1 .549**
Customer Satisfaction - - - - - 1

** Correlation is significant at the 0.01 level-tailed).
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The results in table 9 indicate that, there is fpesiand significant relationship between all seevi
quality dimension and customer satisfaction. Réltgtand customer satisfaction (r = 0.888, p <))
assurance and customer satisfaction (r = 0.752,0%), responsiveness and customer satisfaction
(r = 0.643, P < 0.01), empathy and customer satisfa (r = 0.752, p< 0.01), and tangibility and
customer satisfaction (r = 0.549, P < 0.01). Theralso a positive relationship among the five tyal

dimensions.

45 Regression Analysis

Regression model was applied to test how far tindcgequality dimensions had impact on customer
satisfaction. Coefficient of determination 2 B the measure of proportion of the variance qfetielent
variable about its mean that is explained by tliependent or predictor variables (Hair et.al, 1998)

Higher value of Rrepresents greater explanatory power of the reignegquation.

Table 10: Regression Model for Service Quality Disiens
R R Square Adjusted R Square Std. Error of the Estimate

.952° 907 .90z .1822°

a. Predictors: (Constant), Tangibles, Assurancesf®asiveness, Reliability, Empe

As indicated in table 10 above, thé Wilue is 0.907. This result shows that the inddpanvariables

(the five service quality dimensions) accounted @a®07 percent of the variance in the dependent
variable customer satisfaction. Thus, 90.7 peradnthe variation in customer satisfaction can be
explained by the five service quality dimensionst the other unexplored variables may explain the

variation in customer satisfaction which accounts¥.3 percent.

Table 11: Customer Satisfaction and the Five SerGuoality Dimensions (ANOVA

Sum of Squares Df Mean Square F Sig.
Regression 1501.739 5 300.348 184.514 .000°
Residual 153.011 94 1.628
Total 1654.750 99

a. Predictors: (Constant), Tangibles, Assurances®asiveness, Reliability, Empathy
b. Dependent Variable: Customer Satisfaction

Table 11 demonstrate that there is a relationshtvden the five service quality dimensions and the
customer satisfaction. The results of the regressiotable 12 show that reliability, empathy and
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assurance were the main predictors of customesfaetion in CBE, Addis Ababa branch. As a result of
this, there is a relationship between the custmagsfaction and the five service quality dimensiof
the banks’ service in CBE.

Table 12: Regression Model for Coefficiénts

Standardized
Mode Ungtandardized Coefficients | Coefficients t Sig.
B Std. Error Beta

(Constant 3.342 .95t 3.501 .001
Reliability 71z .05¢ .60C 13.32¢ .00c¢
Assuranc .33t .061 .24¢ 5.47¢ .00cC
Responsivene -.11C .057 -.08¢ -1.92% .05¢
Empath 45¢ .07t .291 6.08:2 .00cC
Tangible: .07¢ .05¢ .O5E 1.40¢ 168
a. Dependent Variable: customer satisfac

The results of multiple regressions, as presentedalble 12 above, reliability has a positive and
significant effect on customer satisfaction wittbeta value (beta = 0.712), at 99 percent confidence
level (p < 0.01). The results of table 12 also skabthat the standardized coefficient beta and pevaf
empathy were positive and significant (beta = 0,458 0.01). The same table further shows that,
assurance has a positive and significant effectcastomer satisfaction with a beta value of
(beta = 0.335), at 99 percent confidence level (0.61). In the same table it was observed that
tangibility has a positive but not significant effeon customer satisfaction with a beta value (kata
0.074, p < 0.01). On the other hand, responsiwehas no positive and significant effect on custome
satisfaction with the beta value of (bata = - 0)110

In overall, the results revealed that on one hdmelindependent variables (service quality) acasaint
for 90.7 percent of the variance in customer satitsén (R = 0.907). Thus, 90.7 percent of the variation
in customer satisfaction can be explained by the $ervice quality dimensions and other unexplored
variables may explain the variation in customeis&attion which accounts for about 9.3 percentysho

in table 10.

Moreover, from the findings of this study, it wamihd out that not all of the service quality dimens
have positive impact on customer satisfaction. Outthe five service quality dimensions three
dimensions (reliability, assurance, and empathyehpositive and significant impact on customer
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satisfaction. Tangibility has a positive but ngjrsficant effect on customer satisfaction. On tiieer

hand, responsiveness has a negative and not sagrtiinfluence on customer satisfaction.

To put in a nutshell, the findings of this studgalndicated that reliability is the most importéattor

to have a positive and significant impact on custosatisfaction, followed by empathy and assurance.

4.6 Resultsof an Open Ended Questions

One of the core values of CBE is Customer Satisfaci.e. CBE strive to excel in its business and
satisfy its customers. Thus, CBE attempting to anbacustomer satisfaction and provide quality

services to customers.

Respondents were asked to give their general comsmamd recommend to the bank for further
improvements on customer satisfaction. In additiomaterials are not fulfilled in the branch.
Specifically, as the printers are not working, oas¢rs are waiting longer time to take their advice,
statements and the like. The other issue respondefitcted that during the shift program therefave
bank staff who provides service after working hds.a result, respondents Majority of the respohden
stated that there is an improvement on servicevelgliand the bank also bring a number of modern
technologies like ATM, mobile banking and interbanking. Regarding e- banking service, however,
specifically on ATM machines still there is a pretnl, as most of the time the machines are not wgrkin
and also take long time for replacing the lost amdged cards. Respondents also depicted their
complaints about the network problem which is th&anobstacle in the check clearing operations,

quick transfer of fund, cash withdrawal and etdnétiget the intended service form the bank on time

4.7 Discussion

With regard to the regression model for beta coiffits, the result of this study indicates thaatelity
has a positive and significant effect on custonagistaction. This finding is supported by Endalkaeh
Abebe (2013). He found that reliability has a puesitand significant effect on customer satisfaction
This finding is also supported Blzazu Kassa (2012), arldohamed and Alhamadani (2011). They

reported that reliability has a positive and siguiht effect on customer satisfaction.

The finding of this study also indicates that agage has a positive and significant effect on custo
satisfaction. This finding is supported by Endalee Abebe (2013)Tizazu Kassa (2012nd Malik et

al., (2011). They reported that assurance has iiy@oand significant effect on customer satisfacti
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This result also supported by Munusamy et al., @20found that assurance has a significant and

positive effect on customer satisfaction.

However, the finding of this study indicates thasponsiveness has a negative and insignificantteffe
on customer satisfaction. This result is differeith the study by Mohammad and Alhamadani (2011);
found that responsiveness has a positive and iifis@gmt effect on customer satisfaction. This fimglis
also different with the study by Al-Hawary et §2011) reported that responsiveness has a positigle
significant effect on customer satisfaction. Mumagaet al., (2010) also has different finding.

According to him responsiveness has positive aguifggant effect on customer satisfaction.

The finding of this study indicates that tangilyilitas a positive and insignificant effect on custom
satisfaction. This finding is supported by Mohammaad Alhamadani (2011); found that tangibility has
a positive and insignificant effect on customerséattion. This finding is also indifferent withetstudy

by Al-Hawary et al., (2011) reported that tangibless a positive and significant effect on customer
satisfaction. Munusamy et al., (2010) also hasdhfiit finding. According to him tangibles has pesit

and significant effect on customer satisfaction.

The finding of this study further indicates thatpathy has a positive and significant effect on aungr
satisfaction. This finding is supported by Mohamnzad! Alhamadani (2011), reported that empathy
has a positive and significant effect on custonagistaction. On the contrary Munusamy et al., (3010

found that empathy has a negative effect on custeatesfaction.
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CHAPTER FIVE
FINDINGS CONCLUSIONS AND RECOMMENDATIONS

This chapter presents the summary of key findingguding conclusions derived from the study. The
answers of the research questions are discusstmivéol by the contributions of the study and
suggestions for bank managers. Further, it alsoviges reflection of the study along with

recommendations for future reseanclthe area of customer satisfaction and sergicaity.
5.1 Summary of Findings

This chapter gives a summary of key findings. Tiuel\s is presented according to the objectives ef th
study. Conclusions is drawn from the findings ardommendations are given to help improve the
quality of the services delivered. The study wamsped at investigating the impacts of service gali
on customer satisfaction in CBE Addis Ababa braridie data were obtained through questionnaire
from customers of the bank.

The results of background information of responslenticated that majority of the total respondents
(63 percent) are male, (50 percent) aged in thgeraih 18-30 years, (77 percent) are degree andrdepl
holders, more than half of the respondents wereemgorent employee, (72 percent) had a saving
account, (64 percent) used ATM for transaction @3dpercent) of the respondents visits the bankyeve
month. The results of the descriptive statistiaalgsis indicated that, customers were most sedisfi
with the reliability dimensions of service qualifgllowed by empathy, assurance and tangibility.
Furthermore, customers were less satisfied withaesiveness dimensions of service quality. Agai th
result of descriptive statistics also indicatest tbastomers are satisfied with the application of e

banking.

The first research question is about level of austs’ satisfaction on the bank’s services. Thealtes
shows that the 88.0 percent of customers are dwatsfied with the bank services and the wawgit i
performed/delivered. It was also found out thatdkierall satisfaction level is very high with a mezt
4.29 and standard deviation of 0.584. However etla@e some customers who were not satisfied with
the bank services. The open ended result showsstivae of the respondents revealed that due to
network problem the ATM machines are not functioifélus, CBE needs to solve the network problems
and meet customer satisfaction.
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The second research question is about the peroepiticustomers on service quality. Findings rewtale
that customers of bank were satisfied by the fieevise quality dimensions (tangibility, reliabiljty
responsiveness, assurance and empathy). The finditige study also indicates that, customers were
most satisfied with the reliability, assurance ampathy dimensions of service quality. However,

customers were less satisfied with the responssgeaerd tangibility dimensions.

The third research question is about the significatationship between service quality and customer
satisfaction. Correlation result shows that, al/®e quality dimensions are positively and sigrafitly
correlated with customer satisfactimalicating quality banking service as a preregeifir establishing
and having satisfied customers. According to theetation result, reliability, assurance and empath
are the dominant determinants of customer satiefadtindings of the regression model also revealed
that all the five service quality dimensions expél customer satisfaction by 90.7%, but the remgini
9.3% is explained by other unexplored independanikles. On the other hand, the beta coefficients
show that unlike responsiveness the four serviaityudimensions including reliability, assurance,
empathy and tangibility have positive impact ontooeger satisfaction. However, the result of tangipil

is not statistically significant.

To sum up, the findings of this study indicatedt thediability and assurance are the most important
factors to have a positive and significant impact customer satisfaction. In addition, except
responsiveness & tangibility the three service igpaimensions significantly explain the variatioims

customer satisfaction.

5.2 Study Limitation

The present study collected relevant data fromouarsources relating to the respondents’ view and f

content analysis. In addition, some of the sub-$asnpre quite small in number while the overall
sample is confined to the CBE Addis Ababa Brancstamers. The findings should be generalized in
providing a description of customer satisfactionGBE to the rest of the population; however, the
findings were not being generalized to other typebank customers. Moreover, another limitation to

the study is the time required to complete theystud
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5.3 Conclusion

The purpose of this study is to assess the effiesewice quality on customer satisfaction in CBE a
Addis Ababa Branch. Moreover, the study examinesréationship between customer satisfaction and

service quality in CBE with respect to the sendgcelity dimensions.

In conclusion, knowing how customers perceive senduality and being able to measure service
quality can benefit management of CBE. Measurinyise quality can help management provide
reliable data that can be used to monitor and mianmproved service quality. Using the SERVQUAL
model to assess service quality enables managamdidgtiter understand the various dimensions and
how they affect quality and customer satisfactidhis will help the management of CBE to identify

those that have strengths and weakness and thees/ necessary improvements.

The study elicited five quality dimensions namedliability, assurance, responsiveness, empathy and
tangibility. The results of the descriptive statiat analysis indicated that, customers were massfged
with the reliability dimensions of service qualigllowed by empathy, and assurance. However, custeom

were less satisfied with responsiveness and tditgiimensions of service quality.

Correlation result shows that, all service quatiitmensions are positively and significantly cortethwith
customer satisfaction. Specifically, the three myalimensions namely reliability, assurance andatny
are considered the most important elements to méterthe quality of the services. This in turn cates

that quality banking service is a prerequisitedstablishing and having satisfied customers.

The regression model summary shows that all the &ervice quality dimensions explained customer
satisfaction by 90.7%, but the remaining 9.3% igl@xed by other unexplored independent varialiss.
the other hand, the beta coefficients show thakeimesponsiveness and tangibility the three sergigality

dimensions have positive and significant effectostomer satisfaction.

5.4 Recommendations

Service quality and customer satisfaction are ptdeebe the important determinants to maintainaerall
performance system of the bank. The following rec@ndations are suggested for service manager derive

from the findings of this research.

Responsiveness and tangibility were two of the mogtortant elements of the SERVQUAL model
influencing customer satisfaction. But customerghef bank are less satisfied with these dimensidhs.
bank managers should enhance the responsivenemsglhitelling customers when services will be
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performed, providing prompt service to customerd alling to help customers. Moreover, the bank
managers should address the tangibility throughimgathe physical facilities of the bank to be vikpa
appealing, employees of the bank to be neat appgaand materials such as pamphlets or statements a

visually appealing at the branch.

It is obvious that if customers do not have a tnrsthe banking services, it is meaningless to ahiéut the
good will of the bank. Therefore, the bank shoudthdie its customers so as to achieve its orgaoizalti

aims. Thus, it is worthy to affirm that customers the key for any business organization’s success.

Finally, future researchers are hereby called uparonduct a research on to measure the effedsroice
guality on customer satisfaction of the variousbhees of the bank of the same level, to ascert@rextent

of service quality delivery among the commerciaiksin Ethiopia.
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APPENDI X

THE SERVQUAL INSTRUMENT

This questionnaire aims at analyzing and assesissgervice quality and its impact on customeisattion in CBE

Addis Ababa Branch. | would like to gather someinfation from you and it will help me analyzing tletationship

between the service quality dimensions and cust@asfaction using the SERQUAL model. | would hdebted if

you support me in filling the questionnaire. Sitloe questionnaire is being used for academic pefbe information

gathered will be strictly confidential.

Part 1. Demographic Profile of Respondents
1. Age

18 — 30 years
31 - 40 years
41 — 50 years
51 - 60 years
60 +

2. Gender

O Male O Femal
3. Educational Level
No Educatio Bachelor’'s Degre

O
Primary Education O Master Degree and above
Secondary Education O Other (Specify)

OoOoooan

Ooooo

College Certificate or Diploma
4. Current Occupation

O Self-employet O NGO employe
O Private Sector employee O Other (Specify)

O Public Sector employee

Present Usage of Banking Transactions
5. Do you visit the bank:

O Daily

O Every week

O Every two weeks
O Every month

6. Typeof accounts used

O Savings accou O Personal loar
O Current account O Insurance services
O Investment O Other (Specify)

7. Typeof channelsused to carry out banking transactions
O ATM O Letter & Chequ
O Internet banking O Local Money transfer
O Mobile banking O Other (Specify)
O Pass Book

Alem Mamo
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PART 2: PERCEPTION

The following statements relate to your feelingswthithe particular bank CBE Addis Ababa branch ghose. Please
show the extent to which you believe this branchthe feature described in the statement. Her@reventerested in a
number that shows your perceptions about this GBEdh. These questions should be scored on a lskeke from 1
to 5, as in Chart.

Strongly Disagree Disagree  Neutral Agree Strongly Agree
1 2 3 4 5
S/N Statements 1 2 3 4 5

RL.1 Whenthis branc promises to do something by a certain time, it cae

When you have a problenthis brancl shows a sincere interest
RL2 | solving it.
RL.3 n:)' This brancl performs the service right the first tir
RL.4 E This brancl| provides its service at the time it promises tsd
RL.5 '5.':J This branclinsists on error free recor
AS.6 o The behavior of employeesthis branc instills confidence in yo
AS.7 <Z( You feel safe in your transactions wthis branc.
AS.8 g Employees irthis branc area consistently courteous with yi
AS.9 < | Employees irthis branc have the knowledge to answer your questi

Employees inthis brancl tell you exactly when services will |
RP-10 z performed.
RP.11 % Employees irthis branct give you prompt servic
RP.12 g Employees irthis branclare always willing to help you
RP.13 '5.':J Employees irthis branc' are never too busy to respond to your reqt
EP.14 This brancl gives you individual attentio
EP.15 This brancl has operating hours convenient to all its custon
EP.16 ; This brancl has employees who give you personal atten
EP.17 E This brancl has your best interest at he
EP.18 E The employees cthis branc understand your specific nee
TA.19 This CBEAddis Ababéebranch has modern looking equipm
TA.20 ‘Lﬁ Thisbranch’s physical facilities are visually appeal
TA.21 n_jl Thisbranch’s reception desk employees are neat appe

(;D Materials associated with the service (such as péetgpor statement

TA22 ,i: are visually appealing at this branch.
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PART 3: Customer Satisfaction

Please rank your views using 1-5 on whether yousatisfied or not with the service provided by tank and the

general environment under which it operates

Strongly Disagree Disagree Indifferent Agree Strongly Agree

1 2 3 4 5
S/N Statements 1 2 3 4 5
C.1 || am satisfied with the bank’s complete range ofises.

C.2 | am satisfied with the performance of the empleyekthis bank.

C.3 | | am satisfied of being a client of this bank.

c.4 | am satisfied with the bank employees’ profesdianmpetence
C.5 | | am satisfied with the quick service of this bank.

C.6 | | am satisfied with the respectful behaviour of &gpes.

c7 General Satisfaction towards the bank’s services

What you recommend to the bank for further improgata?
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