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ABSTRACT

In today’s world business environment satisfyingustomer is the ultimate goal and objective of
all businesses. Customer satisfaction is a fundamhemarketing construct especially for service

producing companies and they have adopted it aglariority operational goal.

The main purpose of this study was to assess senuelity and examine the impact of
SERVPERF dimensions on the customer satisfactigvegtagen Bank. The researcher employed
guestionnaire survey approach to see the attitudée customers of Wegagen Bank and in this
case SERVPERF instruments originally proposed byn€aos (1990) and more developed by
Cronin and Taylor (1992) applied the dimensionsl@signing questionnaire. In depth Interview
was employed to collect data from the organizatmarketing manager. The researcher took 250
sample respondents from five branches; the samptiethod applied was convenience and
purposive sampling. The data analysis was conduttiesigh statistical techniques such as
descriptive statistics, Bivariate correlations amultiple linear regressions by using SPSS and

Microsoft Excel.

The finding indicates that the service quality lné brganization is good based on the result of
those dimensions. From this, the highest percedesdice quality is observed in responsiveness
and assuranceThe regression result shows empathy has highesadmpn customer
satisfactions followed by assurance and responss®&nFrom the data collected and result of
the analysis, the study indicate that the five disn@ens of service quality are positively
correlated with the bank customer satisfaction, Fois, the bank is advised to give strong
emphasis to all the service quality dimension inntaéning and improving the service quality

the bank provides.

Key words: Service quality, customer satisfact®BRVPERF dimensions

viil



Chapter one

Introduction

1.1  Background of the Study
In service industries, globally, the subject ofvsmr quality remains critical as businesses strive
to maintain a comparative advantage in the mar&egplsince financial services, particularly
banks compete in the marketplace with generallyifterdntiated products, and service quality
becomes a primary competitive weapon. It is tra gtructural changes have resulted in banks
being allowed a greater range of activities, emgbihem to become more competitive with non-
bank financial institutions (Mohammed H., and S#yrL., 2009).

Currently, technological changes are causing baoksethink their strategies for services
offered to both commercial and individual customévreover, banks that excel in quality
service can have a distinct marketing edge singeawed levels of service quality are related to
higher revenues, increased cross-sell ratios agitehicustomer retention, and expanded market
share. Moreover, the banks understand that customiir be satisfied if they can produce
greater value than competitors. In addition, highrefits will be earned by the banks if they can
position themselves better than their competitoithiv a specific market. Therefore, banks

should focus on service quality as a core competsgtrategy (Juan C. et al 2006).

Customer satisfaction is the concept that occugiesntral position in marketing thought and
practice (Potluri & Mangnale, 2010). Customer g$atison is actually how customer evaluates
the ongoing performance (Gustafsson, Johnson & R2@35) and it is a critical issue in the

success of any business system in today’s busimatd (Ahmed et al., 2010).

Customer satisfaction is influenced by variousdextService quality is the main driving factor
for satisfaction of customers in service sectorad@leeb and Conway 2006). Therefore a firm
should concentrate on the improvement of serviadityuand charge appropriate fair price in



order to satisfy its customers who would ultimatdélglp the firm to retain its customers
(Gustafsson et al., 2005).

Service quality is the result of the comparisort thastomers make between their expectations
about a service and their perception of the waystreice has been performed (Gronroos, 1984;
Parasuraman et al., 1985, 1988). A number of explafine service quality differently. It is the
differences between customers’ expectation of sesvand their perceived service (Parasuraman
et al. (1985) if the expectation is greater tham gbrvice performance, perceived quality is less
than satisfactory and hence, customer dissatiefacttcurs. Other defines service quality as the
extent to which a service meets customers’ needeapéctation (Keir, C and Mitchell 1990),
(Dotchin and Oakland 1994), and (Asubonteng €1396).

Service quality has become a significant differzioti and the most powerful competitive
weapon which many leading service organizationsgsss (Berry et al. 1998), Leading service
organizations strive to maintain a superior quattyservice in an effort to maintain a satisfied
customer base.

To measure the service quality researchers used/QBRL and Gronroos’s model in various

aspects of business environment. However, the difoenof quality and the measurement
approach of the service quality and its relatiopshith customer’s satisfaction are still been
unsettled (Owlia and Aspinwall 1996; Parasuramalet1993; Cronin, Taylor, 1994; Carman,
1990; Buttle, 1996). In spite of the ongoing debate development of new theory, numerous
researchers have agreed on the significances wicsequality and its impact on customer
satisfactions (Arambewela, 2006; Ben, 2007; BosHD4). That satisfaction is a function of
the disconfirmation of performance from customesgectation (Oliver 1980) Some other
theorists also mentioned the same concept thaguadity plays a major role on consumer
satisfaction (Omar and Schiffman, 1995, Gremlealet2001, Radwin, 2000; Kumar et.al.,

2008).

Customers perceive services in terms of the qualitthe service and how satisfied they are

overall with their experiences (Zeithaml and Bitn2003). Satisfaction is the consumer’s



fulfillment response (Oliver, 1997). Recently, thehas been a keen interest, especially in
banking, where banks are looking at the life timmkug of the customer base rather than focusing
on the cost of transactions.

Good knowledge of the characteristics and advastafiservice quality on the part of banks did
contribute for their success and their persisteimcaghe international banking competitive

environment (Huseyin, et al., 2005). Thus, the itpalf banking service was an integrative

assessment of the services offered to the custonfiersclients were considered to be

independent individuals with various requirememtdtee basis of which services were provided,
based on certain specification.

Another study on banking sector argued that “...tbsitive effects exerted by e-service quality
on customers’ satisfaction while these effectsaase the bank’s benefits” (Al-Hawari and Ward
2006). Although there were empirical studies whagmonstrated that customer satisfaction
completely mediated the relationship of serviceliguand loyalty that banks had to care about
the quality of their services since this qualitysa@nsidered the essence or core of strategic
competition (Ibanez, et. al., 2006; Lanka, et.2009; Hossain and Leo 2009).

The main purpose of this research is to assesgeaquality of Wegagen Bank and its effect on
customer satisfaction. Wegagen Bank is a privatelned share company which started
operations on June 11,1997 with a subscribed dayitairr 60 million and a paid up capital of
birr 30 million, has by now 2,154 shareholders #sdtotal capital (including premium and
reserves) reached birr 1.4 billion(April 30,2013).

Wegagen Bank offers full- fledged banking serviaed product for the customer by improving
the service offers and adopting new technology ftione to time in order to enhance the service
guality and to increase customer satisfaction wihielps to achieve customer retention and the
long term success of the organization. The orgéioizgerforms its activity to provide a wide
range of quality banking service through a dynawaickforce and up-to-date  IT solutions to

satisfy the desires of all stakeholders.



1.2 Statement of the Problem
The financial services industry is changing rapiffyrdaus Abdullah, Rosita Suhaimi, Gluma
Saban and Jamil Hamali, 2011). Technology, govenmtmegulation, and increasing customer
sophistication are forcing financial service inditns to re-evaluate their current business
practices. Financial institutions across the glabe re-examining how they are meeting their
customer’s needs today and developing business plarded to align them strategically to
remain competitive and profitable in the future.

As any service industry, Wegagen Bank also shoubdige a quality service that satisfies its
customer needs and to achieve the long run obgofithe organization. In order to achieve this
objective it requires continuous improvement of skeevice and tracking customer requirements
periodically or continuously besides to achievihg bbjective it help to retain customers for

long periods and satisfying their requirementhimltest way by achieving service excellence.

Research questions
What is the overall satisfaction of customers wthité service provided by Wegagen Bank?
1. What are the major factors that affect or deterrsm@ice quality in the Wegege Bank?
2. How does service quality relate to customer satigfa in the Wegagen Bank?
3. Which service quality dimension is getting the leghperceived quality by the customer
of Wegagen Bank?
4. What is the overall level of satisfaction of cusermwith Wegagen Bank?
5. What are the dominant SERVPERF dimensions in affgctustomer satisfaction at

Wegagen Bank?

1.3 Objectives of the study
1.3.1General Objective
The main objective of the study is to assess semyu@lity and its effect on customer satisfaction

at Wegagen Bank.



1.3.2Specific Objectives
1. To describe the dominant SERVPERF dimensions agidithpact on customers’

satisfaction towards Wegagen Bank

N

To examine the SERVPERF dimensions that affesiceguality in Wegagen Bank

3. To assess the relationship between service quiifitgnsions and customer satisfaction
towards Wegagen Bank

4. To assess whether perceived SERVPERF dimensierapaglicable or not at Wegagen
Bank
To describe the level of customer satisfactionatals Wegagen Bank

6. To suggest possible courses of action that canthelprganization to improve its service

delivery

1.4 Definition of Terms
Service quality, means the difference between the customer’s éxfp@e of service and their
perceived service. In this study, the assessmantdatds of Zeithaml, Parasuraman & Berry
(1990) will be used, which consist of five dimemso tangibility, reliability, responsiveness,

assurance, and empathy.

Customer Satisfaction means an individual’s feeling of pleasure (om@sointment) resulting
from comparing the perceived performance or outcameslation to the expectation (Oliver,
1981; Brandy and Robertson, 2001; Lovelock, Paiteesxd Walker, 2001).

SERVPEREF is a tool, originally proposed by Gronroos (1980Qd more developed by Cronin
and Taylor (1992) that is used to measure servidity using five dimensions (RATER). It is

based on the “performance only” perspective andigeiquality as customers’ evaluation of the
service encounter. As a result, SERVPERF usesthelperformance items of the SERVQUAL

scales.

SERVQUAL,; a self-administered questionnaire purported taalgeneric measure of service

quality.



Tangibles “Appearance of physical facilities, equipment aagpearance of personal and
communication materials”. This includes organizaBophysical facilities, their equipment and
appearance of their personnel and communicationematt used to promote their
products/services.

Reliability : “Ability to perform the promised service depenlyadnd accurately”. It means that

the service organization performs the service filgatfirst time and honors all its commitments.

Responsiveness“Willingness to help customers and provide pronsgtvice”. This refers

timeliness and promptness in providing service.

Assurance “Knowledge, competence and courtesy of emplogeeistheir ability to inspire trust
and confidence in customers towards to the sefines”. Competence refers to the possession
of required skills and knowledge performs the sezviCourtesy involves the politeness, respect

friendliness, honesty and trust worthiness of cttrparsonnel.

Empathy: “Caring and individualized attention that thenfirprovides to its customers”. It
includes approachability, ease of contact of serpioviders and making of efforts to understand
the customer’s needs.

1.5Significance of the Study
This study will help Wegagen Bank managers and eyagls to focus on how to provide service
to satisfy customer. The researcher hopes that frmrsuggestions and recommendations the
managers of WB can make a better decision in otmdyecome effective on handling their
customer. This thesis will also help other researsto conduct further studies on service quality
and its effect on customer satisfaction. In additio this, this thesis will help readers to gain
knowledge and better understanding in the arearefce quality and customer satisfaction.

1.6 Scope of the Study
The researcher believes that there are many fatttarsieed research /investigation on customer

satisfaction. However, this study was focued ontyservice quality at Wegagen Bank. This



study is geographically limited to Wegagen BankAddis Ababa City, specifically the five

branches (Bole, Meskel square, gofa, Gergi, BekjoBecause of this the findings of this study
may not be generalized to other area branches glgém Bank. However, doing in all service
centers may be beyond the ability and financiabkcdp of the researcher. Excluding other bank

branches may limit the generalizability of the fesof this research.

1.7 Limitation of the Study
Actually, it is rare to conduct a study without digitations and challenges. Wegagen Bank has
around 90 branches all over Ethiopia. From thiv#hches are in Addis Ababa. However, the
study was conducted in five branches in Addis Abhbaause of time constraint and other
resource limitations the results of the study may lme generalized to all branches and other
banks.

1.8 Organization of the Research Report

This research report comprises five chapters, winmclude the following:

The first chapter contains introduction part; timsludes background of the study, statement of
the problem, research questions, objective of thdys significance of the study, and scope of

the study, limitation of the study and organizatmithe report. The second chapter presents
theories and previous studies related to the tfipparature review). The third chapter contains

research methodology and design used in this stiidyescribes the type and design of the

research; the subject and participants of the stddta source used for the study as well as the
data collection tools applied and methods of datysis are explained. In the fourth chapter

data analysis, presentation and interpretatiorresgmted. In the fifth chapter, summary of the

findings was made from chapter four and conclusalso presented.



Chapter two

Literature Review

2.1 Definition of service

A service is any activity or benefit that one pacgn offer to another which is essentially
intangible and does not result in the ownershiprofthing. The advance economies of the world
are now dominated by services and virtually all pames view services as critical to retaining
their customers today and in the future. Even magtufing companies that, in the past, have
depend on their physical goods for their existdmaenow their come to see and recognize that

service provides one of their few sustainable cditipe advantages (Zeithaml& Bitner, 2003).

It is important to distinguish between a service goods. Goods are most tangibles (an object)
while services are more of an act (a deed or pmdace). There are many definitions of services
in the literature which focus on different charaistics of service and depend on the author and
focus of the research (Gronoors, 2001). Howevee oh the most important and unique

characteristics of services which has to be raséuht services are process, not things.

Put in the simplest terms, “services are deedggsses and performances”, (Zeithaml and Berry,
2003). Berry define service as “Service is alvagtor benefit that one party can offer to anathe
that are essentially intangible and does not rasutte ownership of anything and its production
may or may not be tied to a physical product”’(Palared Cole 1995). A service is an intangible
product involving a deed, a performance or an effat cannot be physically possessed (Zeithaml
and Berry, 2003). Services are a form of produat tonsist of activities, benefits, or satisfacsion
offered for sale that are intangible and do notultegn ownership of anything (Kotler &
Armstrong, 2004). Services are bought on the baEfsmsomises of satisfaction (Dibb, S., Simkin,
L., Pride, W. & Ferrel, O., 2001). Promises witle ttmages and appearances of symbols help
consumers make judgments about tangible and irdkngroducts (Voss, G.B., Parasuraman, A.,

Grewal, D., 1988). One of the comprehensive deding of services is:



“Services are all economic activities whose oufputot a physical product or construction, is

generally consumed at the time it is produced, pravides added value in forms such as

convenience, amusement, timeliness, comfort ottineBhat is essentially intangible concerns of
its first purchaser” (Zeithaml & Bitner, 2003).

Table 2.1: Understanding the nature of the servicact

NO Characteristics

1. Intangibility

1. Heterogeneous

2. Inseparability

3. Perishable

Source: Zeithaml and Berry,

Resulting imjations

Service cannot be inventories
Service cannot patented
Service cannot be readily
Displayed or recommended

Pricing is difficult

Service delivery and CS depend on employee action
Service quality depends on many uncontrollabtéofs
There is no sure knowledge that the service dedd

matches what was planned and promoted

Simultaneous production and consumption

Customers participate in and affect the transaction
Customers affect each other

Employees affect the service outcome

Decentralization may be essential mass producsialifficult
-It is difficult to synchronize supply and demdawith service

Service cannot be returned or resold



2.2 Characteristics of Services

Service marketing is distinct from goods markeftipgob et. al, 2001). To understand the nature
of services marketing, it is necessary to apprecta¢ particular characteristics of services (Dibb
et. al., 2001). Service have four intrinsic chazastics that leads to different consumer
perceptions and behavior makes it more difficulet@aluate quality and in turn making it more
challenging and complicated to achieve customeisfaation and establishing competitive

advantage. Thus, services managers must deeplystage them to survive in the complex

service environment. The four basic characteristicservice are: Intangibility, Inseparability,

Perish ability, and Heterogeneity.
Intangibility

Services differ from goods most strongly in thetangibility (Dibb, S., Simkin, L., Pride, W.
and Ferrel, O.C, 2001). Intangibility stems frone tlact that services are performances. They
cannot be seen, touched or smelled, nor can thegossessed. Intangibility also relates to the
difficulty that consumers may have in understandsagvice offerings (Dibb et. al., 2001).
Services have a few tangible attributes, calledcbegualities that can be viewed prior to
purchase, such as neatness of nurses and Dodeaslimess of the facilities such as waiting

stations, toilets and the like.

When consumers cannot view a service product iamck and examine its properties, they may
not understand exactly what is being offered (Dehbal., 2001). On the other hand, services are

high in experience and credence qualities.

Experience qualities are those qualities that @adsessed only after purchase and consumption
these include characteristics such as taste otidnraf well-being. Credence qualities are those
gualities that cannot be assessed even after medrad consumption for examples results of
medical procedures. Few customers possess medital sufficient to evaluate whether the

service is or was necessary and performed in aepropnner. (Zeithaml, et al, 1994).

10



Inseparability

Inseparability refers to the notion that, in maeyvgce operations, production and consumption
cannot be separated; that is a service is to aegreatent consumed at the same time as it
produced (Oliver, 1980). Unlike most goods that mreduced first then sold and consumed,
most services are sold first and then produced am$umed simultaneously (Zeithaml and

Bitner 2003) e.g. the doctor cannot possibly penfthhe service without the patient’s presence,
and the consumer is actually involved in the prdidac process (Dibb et. al., 2001).These

characteristics of service makes it difficult tchewve standardization and economies of scale

through centralized production.
Perishability

Perish ability refers to the fact that unlike plogdigoods, services cannot be saved, stored,
resold, or returned (Zeithaml and Bitner2003). Wtlisapacity on one occasion cannot be stock

pilled or inventoried for future occasions, becapg®iuction and consumption are simultaneous.
Heterogeneity

Heterogeneity refers to the variability in the diyabf service, since most services are labor
intensive, they are susceptible to heterogenedaytlire service to be provided and consumed the
client physically meets and deals directly with gexvice providers personnel. Direct contact
and interaction are distinguishing features of ises: People typically perform services, and

people do not always perform consistently. It isoatrue that the characteristics of services
themselves make it possible for marketer to custentheir offerings to consumers. In such

cases, services marketers often face a dilemmajtti@novide efficient, standardized service at

some acceptable level of quality while simultandéptreating each customer as a unique person
(Dibb et. al., 2001).

11



2.3 Definitions of service Quality

Quality has been defined differently by differemitleors. Some prominent definitions include
conformance to requirements’ (Crosby, 1984), ‘®wefor use’ (Juran, 1988) or ‘one that
satisfies the customer’ (Eiglier and Langeard, 3988 per the Japanese production philosophy,
quality implies ‘zero defects’ in the firm’'s offaigs. Though initial efforts in defining and
measuring service quality emanated largely from gioeds sector, a solid foundation for
research work in the area was laid down in the engtities by Parasuraman, Zeithaml and Berry
(1985). They were amongst the earliest resear¢hesmphatically point out that the concept of

quality prevalent in the goods sector is not exadhel to the services sector.

Being inherently and essentially intangible, hegerteous, perishable, and entailing simultaneity
and inseparability of production and consumptiogrvises require a distinct framework for
quality explication and measurement. As againstgiheds sector where tangible cues exist to
enable consumers to evaluate product quality, tyualithe service context is explicated in terms
of parameters that largely come under the domaiexperience’ and ‘credence’ properties and
are as such difficult to measure and evaluate Reaenan, Zeithaml and Berry, 1985; Zeithaml
and Bitner, 2001).

One major contribution of Parasuraman, Zeithaml Bedry (1988) was to provide a terse
definition of service quality. They defined servigaality as ‘a global judgment, or attitude,
relating to the superiority of the service’, andpkoated it as involving evaluations of the
outcome (i.e., what the customer actually recefv@® service) and process of service act (i.e.,
the manner in which service is delivered). In hméh the propositions put forward by Gronroos
(1982) and Smith and Houston (1982), Parasurameithainl and Berry (1985, 1988) posited
and operationalized service quality as a differepetsveen consumer expectations of what they
want’ and their perceptions of ‘what they get’ Bdson this conceptualization and

operationalization, they proposed a service quali@asurement scale called ‘SERVQUAL.’

The SERVQUAL scale constitutes an important landmarthe service quality literature and
has been extensively applied in different serviedtireys. Defining service quality and its

components in a form that is actionable in the \wtage is anmportant endeavor that any

12



business company cannot take lightly. Moreover,yrsaolarsagree that service quality can be
decomposed into two major dimensions (Gro'nroo8418ehtinen and Lehtinen, 1982). The
first is referred to by Zeithaml et al. (1985) amitcomequality” and the second by Gro'nroos
(1984) as “technical quality.” However, the fidimension is concerned with what the service
delivers and on the other hand; the secdimdension is concerned with how the service is

delivered: the process that the customer went tireo get to the outcome of the service.

Without any doubt, service quality is very impottanmponent in any business related activity.
This is especially so, to marketer a customer'duaten of service quality and the resulting
level of satisfaction are perceived to affect bottiine measures of business success (lacobucci
et al., 1994). Customer expectations are belietaiah service that serve as standards against
which service performance is judged (Zrithaml et 8993); which customer thinks a service
provider should offer, rather than on what mightopeoffer (Parasuram et al., 1988). To some,
service quality can also be defined as the diffeeebetween customer’s expectations for the
service encounter and the perceptions of the semnaceived. According to the service quality
theory (Oliver, 1980), it is predicted that custosevill judge that quality as = low" if
performance does not meet their expectations aatitgj@s "high® when performance exceeds
expectations. Closing this gap might require tonilogvn the expectations or heightening the

perception of what has actually been received byctlstomer (Parasuraman et al., 1985).

According to Gronroos (1982), perceived qualityadafiven service is the result of an evaluation
process since consumers often make comparison &etwlee services they expect with
perceptions of the services that they receive. Hecladed that the quality of service is
dependent on two variables: Expected service anteRed service. Quality spells superiority or
excellence (Taylor and Baker, 1994) (Zeithaml, )988, as the consumer’s overall impression
of the relative inferiority / superiority of the ganization and its services (Bitner and Hubbert,
1994; Keiningham et al., 1994-95). Consumer behawiantentions are also influenced by the
standards of service quality (Bitner, 1990; Craanmd Taylor, 1992, 1994; Choi et al., 2004).
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2.4 Service Quality Measurement

Since service quality attributes are not expeavdoketequally important across service industries,
it has been suggested to include importance weightise service quality measurement scales
(Cronin and Taylor, 1992; Parasuraman, Zeithaml Bedy, 1995, 1998; Parasuraman, Berry
and Zeithaml, 1991; Zeithaml, Parasuraman and B&&§0).

In the empirical literature, there are many altéueaservice quality models and instruments
developed for measuring service quality. Sassat. €1978) suggested three different attributes
(levels of material, facilities, and personnel) atiparently dealing with the process of service
delivery. Gronroos (1984) argued that service d¢patian be divided into two generic
dimensions: technical quality (what is provided)dainctional quality (how the service is
provided), with image quality (the organizationgputation for quality) mediating the impact of

these two dimensions on overall perceived quality.

Subsequently, Gronroos (1990) identified six speatfimensions viz., professionalism and
skills, reliability and trustworthiness, attitudesd behavior, accessibility and flexibility,

recovery, and reputation and credibility, on whsghvice quality could be measured. However,
these dimensions have not been subject to anyougoempirical testing, although a number of
studies have used scales based on such princgtes [(ehtinen and Lehtinen, 1991). Lehtinen
and Lehtinen (1982) discussed three dimensions wiaysical quality, involving physical

aspects; corporate quality, involving a servicenf image and reputation; and interactive

guality, involving interactions between servicegmmel and customers.

2.4.1 SERVQUAL model

Although the measurement of service quality wasdhtr pin down due to the service
characteristics involving intangibility, perishabyl inseparability, and heterogeneity,
researchers had continuously investigated and ibated to this area. Among others,
Parasuraman, Zeithaml, and Berry have been wigelygnized for their service quality battery.
Their significant contribution was the developmefita service quality measurement, called

“SERVQUAL”, based on the original conceptual gapdeloof service quality (Parasuraman et
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al., 1985; Parasuraman et al., 1988: Parasurarhah, 2991). The SERVQUAL was seen as a
generic service-quality measurement tool for sewiadustries (Lovelock, 2001).

SERVIQUAL is a multi-item scale developed to assasstomer perceptions of service quality
in service and retail business. Originally devetbfmm the GOP model , SERVIQUAL took
shape and was grouped in to two statements , onge&sure expectations concerning general
factors about the company while the other measereeption about the particular firm whose
service quality was being evaluated. Furthermoesehitems were grouped in to following five

distinct dimensions; (Zeithaml et al, 1988)

Figure 2.1 Dimension of service quality

E—

Source: Zeithaml, and Betner, 2003

Tangible: encompasses physical facilities, equipment, apeéa@ance of personnel.
Reliability: ability to perform the promised service dependalnigt accurately.
Responsivenesgeflects the willingness to help customers andipieprompt service.

Assurance:involves knowledge and courtesy of employees aed ability to inspire trust and

confidence.
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Empathy: which is caring, individualized or customized atiens the organization provides its

customers.

SERVIQUAL stand for service quality as the discrapabetween a customer’s perceptions of
the service received, requiring respondents to angwestions about both their expectation and

their perceptions. (parasuraman et al, 1988)

The purpose of SERVIQUAL is to serve as a diagoeasithodology for uncovering wide areas
of an organization’s service quality weaknesses sineingth. The SERVIQUAL instrument
produces a systematic, multi-stage, and interagbhnazess that evolves from the identified
dimensions and items with in that correspond tostheific companies and industries. (Zeithaml
et al, 1988. The SERVIQUAL instrument is designeduse in any kind of service business and
provides a basic skeleton though its expectatiperéeptions format, encompassing statement

for each of the five dimensions. (parasuramarn, 1988).

The SERVQUAL was criticized for its validity, pretive power, and length. The validity of
some dimensions was doubted but the original deeeto argued their dimensions were
conceptually distinguished, but somewhat intereglaThe empirical research by Carmen (1990)
cited in Cronin and Taylor (1992) commented on the validayd applicability of the
SERVQUAL instrument. Its dimensions were criticized not being generic enough that they
could be used without adding new items or factonglvwere considered potentially important
to the quality of given service firms. The empitiiadings of Cronin and Taylor (1992) found
the inconsistency of item scales defining servieality in different industries. In fact,
Parasuraman and colleagues had recognized thitatiom and suggested other researchers to

consider minor modifications of their instrumenttparticular service industry.

Additionally, service organizations with multiplersice functions were recommended to use the
instrument separately to evaluate the service tyuafi each function (Carmen, 1990) cited in
Cronin and Taylor (1992 oncerns over handling the expectations wereradéed because the
expectation responses were not practically effectivhe method of asking respondents was
guestionable. Specifically, a problem might ocawnf some respondents who might be unable

to establish the expectation due to a new expezFienoo communication with other sources.
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The extension of arguments over the SERVQUAL pregtichore insights into the evaluation of
service quality. Cronin and Taylor (1992 & 1994jter argued that the SERVQUAL was an
inappropriate instrument due to its inadequate eptualization and operationalization of service
guality. They pointed out conceptual and operatidiasvs of the SERVQUAL, particularly its
validity. Parasuraman et al. (1994) argued thattreerns of Cronin and Taylor, and Teas over
the validity and other suspected deficiencies ef 8ERVQUAL were not warranted. Despite

these debates, more studies were conducted andthed®asure more well-established.

Hoffman and Bateson (1997) as cited in Juan Cl €096) mentioned the critique about the

predictive power of the SERVQUAL (measuring bothpestation and perception): that its

ability to predict customer purchase intention wass than the modified instrument that

measured only the perception of service performar8srvice quality required customer

satisfaction as a mediating variable that affeqtadchase intention. Cronin & Taylor (1992)

stated, “Service quality is an antecedent of comsusatisfaction and that consumer satisfaction
exerts a stronger influence on purchase intentioais does service quality.” They suggested for
managerial purpose the customer satisfaction pmogshould be more emphasized than
strategies that focused exclusively on serviceigual

2.4.2 Gronroos’s Methodology

Gronroos (1984) relates definition of service qyalvith the result of the comparison that
customers make between their expectations aboeitvice and their experience of the way the

service has been performed.

According to Gronroos (1984), services are produadidtributed, and consumed in the
interaction between the service provider and theic® receiver. Accordingly, services must be
viewed from an interactive perspective.

The model proposed by Gronroos (1984, 1990) focaseshe role of technical quality (or
output) and functional quality (or process) as ooy prior to and resulting in outcome quality.
In the model, technical quality refers to what mlivered to the customer while functional
quality is regarding with how the result of the @ees was transferred to the customer. The

model states that the consumer is not interest@damwhat he/she receives as an outcome of
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the production process, but also on the proceel.ifghe perception of the functionality of the
technical outcome (technical quality) is a majotedminant of the way he/she appreciates the

effort of the service provider.

2.4.3 Cronin’'s SERVPERF

SERVQUAL grounded in the Gap model, measures sem@lity as the calculated difference
between customer expectations and performance piemee of a service encounter
(Parasuraman et al., 1988, 1991). Cronin and Taf1602) challenged this approach and
developed the SERVPERF scale based on Parasura®BRYQUAL methodology which
directly captures customers’ performance perceptinrcomparison to their expectations of the

service encounter.

SERVPERF only measures performance perceptionsopedationalizes service quality as
customers’ evaluations of the service encounterusks only performance data because it
assumes that respondents provide their ratings uipnaatically comparing performance
perceptions with performance expectations. As altteSERVPERF uses only the performance
items of the SERVQUAL scale (Brady et al., 200201@n and Taylor, 1992, 1994). Arguments
in favor of SERVPERF are based on the notion tleafopmance perceptions are already the

result of customers’ comparison of the expectedaatdal service (Babakus and Boller, 1992).

Therefore, performance only measures should beemesf to avoid redundancy. Thus,
SERVPERF assumes that directly measuring perforenarpectations is unnecessary. Cronin
and Taylor (1992) built their argument for the supety of SERVPERF over SERVQUAL by
empirically showing that SERVPERF is a better predi of overall service quality than
SERVQUAL. Nevertheless, many authors concurredehmstomer assessments continuously
provided services may depend solely on performaitence, the authors suggesting that
performance-based measures explain more of thenaiin an overall measure of service
quality. These findings are consistent with othesearch that have compared these methods in
the scope of service activities, thus confirmingtt8ERVPERF (performance-only) results in

more reliable estimations, greater convergent aisdrichinate validity, greater explained
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variance, and consequently less bias than the SERA(Qand EP scales (Cronin and Taylor,
1992; Parasuraman et al., 1994).

Whilst its impact in the service quality domain uadeniable, SERVPERF being a generic
measure of service quality may not be a very adegaatrument by which to assess perceived
guality. This research bears on these conclusindsadopts the performance-based SERVPERF
Paradigm. In general, SERVQUAL is a measuremersieofice quality based on the difference
between the customer’s expectations of the quafitservice he/she will receive, and his or her
perceptions of the service received. SERVPERFomirast, is a performance-only measurement

of service quality (Zhou, 2004).

2.5 The Perceived Service Quality Model

The service quality construct is mostly concephaali in the context of service marketing

literature (Lee, Lee and Yoo 2000). Therefore,atld with the concept of perceived service
quality. According to Zeithaml, Parasuraman andry8€t990), perceived service quality is the

extent to which a firm successfully serves the psepof customers. Customers determine the
perceived or cognitive value of service based a@irthxperience with the service delivered.

Ghobadian, Speller and Jones (1994) stated thdbroess’ expectations, service delivery

process and service outcome have an impact onipedcservice quality. Yoo and Park (2007)

found that employees, as an integral part of thwice process, are a critical element in

enhancing perceived service quality.

Furthermore, Edvardsson (2005) pointed out thaticemquality perceptions are formed during
the production, delivery and consumption processe huthor concluded that customers’
favorable and unfavorable experience, as well as gositive and negative emotions may have
an important impact on perceived service qualityil@rly, O’'Neill and Palmer (2003) have

reported that customers’ perceptions of servicdityuaay, to a large extent, be influenced by

the degree of their prior experience with a paléiceervice.
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2.5.1 Customer’s Expectation

Customers’ expectation is what the customers vasieteive from the services. Expectations are
the results of prior experience with the compangieducts. Singh and Khanduja (2010)
proposed that customers, expectation is formed agymuncontrollable factors which include
previous experience with other companies, and thdiertising, customers, psychological
condition at the time of service delivery, custornackground and values and the images of the
purchased product. In addition, Zeithaml et al 9()9stated that customer service expectation is
built on complex considerations, including theirroywre-purc hase beliefs and other people’s
opinions. Similarly, Miller also stated that custns, expectation related to different levels of
satisfaction. It may be based on previous prodypergences, learning from advertisements and

word-of-mouth communication.

The diversity of expectation definitions can be daded that expectation is uncontrollable
factors which including past experience, adverjsioustomers perception at the time of
purchase, background, attitude and product’'s imkgehermore, the influences of customer’s
expectation are pre-purchase beliefs, word of mocbimmunications, individual needs,

customers’ experiences, and other personal atstudkfferent customers have different

expectation based on the customer’s knowledge bduct or service. Studies supported that
expectations precede satisfaction for instanceelTamd Serenko (2004) found in Canada that
perceived expectations are positively correlateth wustomer satisfaction. Anderson, Fornell
and Lehmann (1994), who conducted investigationSaredish firms, argue that there is a

positive and significant relationship between exgeens and customer satisfaction.

2.5.2 Customer Perception

Perception is a way of forming impressions abowself, other people and daily experience. It
also serves as a screen or filter through whichriétion passes before it has an effect on
people. Even though it is subjective the qualityaccuracy of a person’s perceptions has a major
impact on his or her responses to a given situa#atording to Mitchel (1978: as cited in
Mussie 2010) perceptions are those processes tagtesand produce what one actually

experiences. Since perceptions are influenced byynexternal and internal factors such as
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cultural, social, psychological and economic, treysvin which the customer perceives services
are highly subjective. What a customer perceivesdtider from objective reality.

According to disconfirmation theory, the extentsatisfaction or dissatisfaction that a consumer
has with a particular service encounter is deteethiny the difference between the customer
expectations of performance and the actual perdgregformance of the service (Oliver, 1996:
cited in Samuel 2006).

Any difference between them is referred to as diBomation. If the service experienced is
better than expected, then positive disconfirmatomigh levels of satisfaction will result. If,
however, the service performance falls short of twheas expected, then negative
disconfirmation or dissatisfaction will result.

Therefore, it is imperative to understand how comss perceive the quality of the product
offering, including the service element, and hoesth perceptions impact upon the consumer’s
ultimate purchase decision. Having understood tbasemers’ perception of quality the
organization should be able to identify whethernot a gap exists between the customers’
expectation and the manager in the developmentppfopriate managerial quality systems,
which should maximize consumer satisfaction. Thedseof survival and prosperity in the
increasingly competitive marketplace are the mainirty forces in the provision of superior
quality services. According to Kotler and kellelOQ®) successful companies add benefits to
their offering that not only satisfy customers butprise and delight them. Delighting customers

is a matter of exceeding expectations.

2.5.3 Customer satisfaction

Most researchers agree that satisfaction is atuddtior evaluation that is formed by the
customer comparing their pre-purchase expectatadnsvhat they would receive from the
product to their subjective perceptions of the genfance they actually did receive (Sriyam,
2010). According to Hansemark and Albinson (20@4giged in Zekiri (2011) “satisfaction is an
overall customer attitude towards a service prayide an emotional reaction to the difference

between what customers anticipate and what thegivecregarding the fulfilment of some
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needs, goals or desire”. Kotler and keller (2006éhirees satisfaction as a person's feelings of
pleasure or disappointment resulting from comparagproduct's or service’s perceived

performance (or outcome) in relation to his or Bepectations. Customer satisfaction is also
defined as an "evaluation of the perceived discrepdetween prior expectations and the actual
performance of the product” (Samuel, 2006). Thedaitions of customer satisfaction have in

common that, if the performance falls short of etaptons, the customer is dissatisfied. If the
performance matches the expectations, the custsnsatisfied. If the performance exceeds
expectations, the customer is highly satisfiededigtited. In conclusion, customer satisfaction is
defined as a result of customer’s evaluation todbesumption experience with the services.
However, the customers have different levels akfadtion as they have different attitudes and

perceived performance from the product/service.

2.6 Importance of quality of service:

v" Achieve returns of material: this is the provisiof services characterized by high
quality than, their counterparts, or even theiradiy by reducing the errors in the work
to the greatest extent possible, leading to redgosts of providing the service, on the
one hand, and retain customers and attract newroess, contributing to the growth of
financial returns achieved.

v' Maintaining customer loyalty towards the organizatof the service provided: because
that would maintain the deal in the customer orgation and attention to their wishes

and requirements will contribute to increased logyadwards this Organization.

v' Maintain the staff: it is working within the orgaaition are the clients internal, so it is
of interest to them through their development amaihing and acquire skills to help
them improve the quality of the service, and thas tinterest felt working interest
management them, which motivates them to provied thest and ensure that they
belong to the region.

22



v' The quality of the service to show the honorablagmof the organization provided for
the service because it is the means of promotiandl advertising for the important
services they provide.

v" The quality of service management to stimulater@sin the development and improve
the technology used and keep pace with this dewedop to ensure a high level of

quality provided to customers.

v" Quality of the service is working to achieve theroate benefit of quality at the level of
society as a whole, on the grounds that sociatyutf the quality of service will be

reflected on the community.

v' Works to ensure quality of service and the contihseervival of the organization. The
fact, that quality means continuous improvement,ctvhgives the organization
continuity and stability in this market.

The researcher conclude that high levels of semyiadity will lead to customer satisfaction and
repeat purchase of the same restaurant, and tevacbustomer satisfaction, of course, will lead
to increased productivity and profit.

2.7 Service quality in banking

Service quality is gaining more importance in tlamking industry and the value of improving
service quality should be determined. Riadh, Les|nL., and Miguel, M., (2011) suggest that
developing strong relationships between customedsfiaancial institutions serve as incentives
for customers to remain loyal and thus providerfaial institutions with a source of differential
advantage. Similarly, Kazi Omar Siddigi (2010) fnthat a centrally important aspect of a
commercial customer’'s dealing with a bank is thaligy of the long-term relationship that
develops with the bank. LeBlanc, & Nguyen (1988)cited in Kazi Omar Siddigi (2010)
focused on service quality in financial institutsoand discussed 6 factors that explain perceived

service quality, (a) degree of customer satisfactip) contract personnel, (c) internal
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organization, (d) physical environment and instrateg(e) corporate image, and (f) personnel-

customer interaction during the service encoumtmiribute to service quality.

2.8 The relationship between service quality and ctiomer satisfaction

Service quality is an important tool to measuretauer satisfaction and there is a close
relationship between service quality and custonaisfaction (Kadir, Rahmani & Masinaei,
2011).

Although confusion still exists between the two ogpts (service quality and satisfaction),
several authors have managed to highlight thendisbin between them. Thus, ‘service quality is
the managerial delivery of services while satisfactis customers’ experiences with those
services’ (Lenka, Suar et al., 2009, p. 50) andoissidered a consequence of service quality
(Lassar, Manolis et al., 2000; Mohammed and Mohada®2@03; Reimann, Ulrich et al., 2008).
Other authors consider that ‘service quality isoastimer’s judgment about the service itself,
while satisfaction is more a judgment of how theviee emotionally affects the consumer’
(Schneider and White, 2004, p. 51).

This assertion has its grounds in the belief thatamers need to experience a service in order to
decide whether satisfied or not, but can make tyupldgments in the absence of an experience
with the service. In line with the above mentionddhnson and Gustafsson (2000, p. 63) point
out that service ‘attributes provide customers widmefits and the benefits derive overall
satisfaction’. This idea could be extended andtkay the higher the benefits are perceived by
customers, the higher the satisfaction level. thetomers’ satisfaction is a combination of their
cognitive and affective response to service enaahiLenka, Suar et al., 2009, p. 50) and
others refer to channel satisfaction which is defiras ‘the customer satisfaction with the
experience of dealing with any given channel irdlinally’ (Madaleno, Wilson et al., 2007,

p. 917).

Thus, we may say that bank customer satisfacti@npositive emotional state that results due to
a positive interaction experience. Consideringitieraction within bank units, we must add that

satisfaction is a result of positive interactionfhwbbank personnel, with physical evidence and of
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customers’ perceptions about the attributes refgro processes which provide customers with

the comfort and efficiency benefits.

On the other hand, machine service quality atteb(nonhuman delivery systems), may include

aspects referring to the quantity and quality efitifformation, to the ease of use, system security
etcetera. However, most financial services reqoaesiderable customer contact (Chebat and
Kollias, 2000) and as highlighted in previous stisditraditional services quality factors are very

important in banks’ attempt to satisfy their cuséosn(Al-hawari, 2008).

Therefore, we consider that bank management stgaydattention to the human component of
service quality. ‘Personnel-related characteristice keys in helping to achieve customer
satisfaction’ (Neilson and Chadha, 2008, p. 208}hay reduce the number of barriers which
may affect customers’ trust in the financial ingiitn. Bank personnel must demonstrate
professional knowledge in their interaction and opumication skills. Unless customers
understand the terms used by bank employees, themation they receive is not considered

valuable and cannot be convinced to end the byyiogess.

Therefore, bank personnel must realize that ‘comaation is thought to play an important role
in the service delivery process’ (Lassar, Manolisak, 2000, p. 249) and try to use the
appropriate terms so as to inspire trust and cenfid. Moreover, bank personnel must prove
interest and concern for customers’ needs and tifeen support when they encounter different
problems. In their interaction with customers, eoypks must first listen to customers’ needs
and not to be aggressive sellers. Their major éssteshould be trust gaining and not an increase

in sells.

The importance of personnel and of customer tnugbarsonnel and in the bank is given by
services characteristics. Financial services atangible, and most important, they imply
customers’ financial resources. Besides, finarsgavices are bought with a low frequency and

suppose a long term relationship between custoametsheir banks.
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The purpose of measuring customer satisfactionoisagsess the quality of the existing
management practices and identify directions foiprowement. The aim of managing
satisfaction is to obtain a higher rate of custometention and improve a company’s market
share and profits (Gilbert and Horsnell, 1998).

Many researchers propose that customer satisfartftuences customer loyalty, which in turn

affects profitability (Anderson and Fornell, 199@ummesson, 1993; Heskett et al., 1994,
Reicheld and Sasser, 1990; Rust et al., 1995; 8t#meand Bowen, 1995; Storbacka et al., 1994;
Zeithaml et al., 1990). Barsky (1992) discusselemitetical model of customer satisfaction and
then tested the model using a survey instrumenndJsis survey instrument, he was able to
support his hypothesis that intent to return isitpesy related to customer satisfaction (Su,
2004).

Chang and San’s (2005) study investigated theioelsttiip between service quality, customer
satisfaction, and profitability in the Taiwanesenkiag industry. The conclusion of the study is
that the performance scale developed in the SEREPERdel and customer satisfaction in the

profitability model are confirmed in the Taiwandsnking industry.

The study revealed that service quality is an auent of customer satisfaction and customer
satisfaction is an antecedent of profitability. Mover, Zeithaml (2000) also found evidence
about the influences of service quality on profitel Heskett et al. (1997) argued that a “direct
and strong” relationship exists among service tyatustomer satisfaction and profitability.
Vimi and Mohd (2008) undertook a study of the detieants of performance in the Indian retail
banking industry based on perception of customeisfaation. The finding of the study

reinforces that customer satisfaction is linkechvperformance of the banks.

2.9Measuring Service Quality via Customer Satisfaain

Customer satisfaction is the leading criterion determining the quality is actual delivered to
customers through the product or service and bytieempanying servicing (Vavra, 1997:4).
Several studies have found that it costs abouttiives as much in time, money and resources,

to attract a new customer as it do to retain astieg customer (Naumann, 1995:1). This creates
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the challenge of maintaining high levels of seryiaeiareness of customer expectations and

improvement in services and product.

Knowledge of customer expectations and requiremésntsssential for two reasons, namely it
provides understanding of how the customer defigesality of service and product, and
facilitates the development of a customer satigfactquestionnaires (Hayes, 1997:7).
Furthermore, customer satisfaction is recognizedfas great importance to all -commercial
firms because of its own influence on repeat pwekaand word-of mouth recommendations
(Berkman & Gilson, 1986:56).
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Chapter three

Research Design and Methodology

This chapter will explain the methodological apprhaadopted when conducting the research.
The research design, sampling techniques, tootkatz collection, procedure of data collection

and methods of data analysis will be briefly exmpda.

3.1 Research Design
Research can be classified as descriptive, exmggnahd exploratory depending on the specific
purpose that the research tries to address. Déseripesearch sets out to describe and to
interpret what is. It looks at individuals, groupsstitutions, methods and materials in order to
describe, compare, contrast, classify, analyze iatetpret the entities and the events that
constitute the various fields of inquiry. It aintisdescribe the state of affairs as it exists. @n th
other hand, explanatory research, aims at estaiighe cause and effect relationship between

variables.

The researcher uses the facts or information ajyreasilable to analyze and make a critical
evaluation of the data/information. Exploratory eaxh is less formal, sometimes even
unstructured and focuses on gaining backgroundrrdtion and helps to better understand and
clarify a problem. It can be used to develop hypseé&s and to develop questions to be answered
(Abiy et al., 2009).

Accordingly, the researcher was employ descripgivg explanatory research design with which
to describe and explained the five service qualditjensions and the relationship between
service quality and overall customer satisfactidioreover, the contribution of the five service

guality dimensions towards the dependent variabbessclearly examined.
3.2 Sample and target population

On January 30, 2014, the total number of customeWegagen bank from the 90 branches of
the country and 43 branches in Addis Ababa is ZH#nd 166,485 respectively. The method
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that will be employed to obtain information aboetce quality and customer satisfaction in
Wegagen bank is through survey conducted on a saoffustomers from five branches (Bole,
Meskel square,Gofa, Gergi, Beklobet ).These 43 divas were selected in A.A based on the
high number of customers. The population takenstompling was limited to the geographical

location of Addis Ababa due to time limitation amdource constraints.

According to Dillman (2000), and Hill et al. (2002) sample size of 100 and above is sufficient
to present good concise research findings and geogood representation of the population or
organization or any subject investigated. Sampfea50 respondents were selected from those
bank customers; 50(20%) from each branch throughpmobability sampling.

3.3 Sampling Techniques

The researcher used non-probability sampling eafpg@onvenience sampling. The reason for
using sample is the effort, cost incurred and ittne that will be spent for the accomplishment of
the study will be reduced. It is also difficult &mcess each population unit and difficult to get
their address hence the study did not use probabdampling technique. In addition,
convenience-sampling technigue was used becaubésinase the respondents are accessible to
the researcher.

3.4 Source of Data

There are two types of sources when collecting ;dptenary and secondary data sources

(Arbnor and Bjerke, 1994s cited in Olle Stromgren, 2007. Primary sourcedaectly related

to the study purpose. Primary data consists ofhalldata collected throughout the study that

directly can be related to the study purpose, petisonally gathered as well as data from a third
party that has been collected with equivalent psep&econdary data on the other hand, contains
relevant data that has been collected for a diftepeirpose, but from which the conclusion is

valuable for the purpose.

Throughout the study, the researcher used bothapyirand secondary data sources. Primary
data, directly related to the purpose, were caigdhrough an empirical study. The empirical

study was made through distributing questionnaggarding service quality. Secondary data,
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indirectly relating to the purpose, was collectetigh a theoretical study comprised of; books,

research thesis, articles, internet, manuals andameports.

3.5 Instruments of Data Collection

There is a tendency to divide research into qualéaand quantitative when approach to
research has been considered as the criterionagtifitation. Qualitative research involves

studies that do not attempt to quantify their rsstihrough statistical summary or analysis.
Qualitative research seeks to describe variouscgspbout behavior and other factors studied in
the social sciences and humanities. In qualitatesearch data are often in the form of
descriptions, not numbers. Quantitative researchdssystematic and scientific investigation of
guantitative properties and phenomena and theatioaships. The objective of quantitative

research is to develop and employ mathematical eotleeories and hypotheses pertaining to
natural phenomena. The process of measurementhiglc& quantitative research because it
provides the fundamental connection between engpiricbservation and mathematical

expression of an attribute (Abiy et al., 2009).

This research was done using both quantitativecuaditative data; the researcher is going to
collect quantitative data through close-ended dqomsaire by the SERVPERF dimension model.
In addition, qualitative data was collected througterview with Marketing Manger of the
organization. The researcher used Likert scale libfis to measure a variable provided and
adopted by the researcher and help the respondentsaluate service quality of a given
organization and rate their satisfaction levelhs service based on their last service encounter
experience. This measurement shows statement witbhwhe respondents show the level of
agreement or disagreement that is strongly agreetadgree=4", “neutral=3", “disagree=2",
strongly disagree=1 points and also the reseanctent nominal and ordinal scale according to
their importance in the data collection and chantgedcale measurement in the data entry to
SPSS. The questionnaire was distributed to all Eamgpondents and interview conducted with
the marketing manager of the bank to collect infation about their service quality and

customer satisfaction.
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3.6 Procedure of Data Collection
The research was conducted by one person anddonge for the fulfilment of academic
requirement. The researcher by herself collecteddtta in different service encounters of the

bank from the sample respondents.

3.7 Methods of Data Analysis

The data collected through the questionnaires wasyzed using the Statistical Package for
Social Sciences (SPSS) version 20.0, Microsofteftixcel 2007 as well as descriptive statistics
in the form of tabulation, percentage and meanutorsarize the result. Pearson Correlation
coefficient particularly Bivariate correlations wased to examine the relationship between

SERVPERF dimensions and customer satisfactiortseisérvice delivery of Wegagen bank.

Moreover, multiple regressions is used to identifg most important factors of SERVPERF
dimensions that influence customer satisfaction #edimplementation of multiple regressions
is to learn more about the impact of SERVPERF dsimers and the relationship between

several independent or predictor variables andpamident or criterion variable.

3.8 Reliability and Validity of the Research

Reliability is the consistency of a set of measurements oruriagsinstrument, often used to
describe a test. Reliability is inversely relatecatrandom error (Coakes & Steed, 2007). There
are several different reliability coefficients. Oofthe most commonly used is called Cronbach’s
Alpha. Cronbach’s Alpha is based on the averageelatdion of items within a test if the items
are standardized. Cronbach’s alpha reliability ysial was conducted on the independent
variables in order to determine the reliability tok instrument used. Lack of reliability is a

serious drawback of an outcome measure as it fdierors in measurements (Powell, 1999).

Validity is concerned with whether the findings are realbput what they appear to be about
(Sounders et. al., 2003). Validity defined as thx¢elt to which data collection method or
methods accurately measure what they were intendecheasure (Sounders et. al., 2003).
Numbers of different steps were taken to ensureahdity of the study:

31



» Data was collected from the reliable sourcesinfmr@spondent who have experiences in

using the service of the bank.

» Survey question were made based on literatureeweand frame of reference to ensure

result validity.

3.9 Research Ethics
In the context of research, according to Saundexwjs and Thornhill, (2001:130), “... ethics
refers to the appropriateness of your behavioelation to the rights of those who become the

subject of your work, or are affected by it”.

The data was collected from those of willingnessy@a respondents without any unethical
behavior or forcefully action. The results or agef the study is used for academic purpose
only and response of the participants is configkrand analyzed in aggregate without any
change by the researcher. In addition, the researelBpects the work of previous investigations

or study and cited appropriately those works tlaat been taken as a basis.
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Chapter four

Presentation of Findings and Data Analysis

This chapter presents analysis, interpretationfamtings of information collected through self
administered questionnaires with 250 randomly s$ettcustomers of Wegagen Bank. The
analysis is based on the information obtained f&5® customers and incorporated information
obtained through an interview with the two branciniagers. In order to get a representative data
250 questionnaires were prepared and distributeclstomers of the bank. Out of these 250
guestionnaires distributed to customers, 236 quassires were collected back. From these only
228 were properly filled. Thus, the analysis isdshen the valid 228 questionnaires (with 91.2%
response rate) response while the remaining 224)8ciestionnaires were not included due to

incompleteness of the questionnaires.

Table 4.1 Response rate of Questionnaires Adminise

Correctly filled and Not correctly filled | not returned
Returned

No 228 8 14

Percent 91.2 3.2 5.6

Source: survey result (2014)

4.1 Personal Profile of the Respondents

The first part of the questionnaire consists of deenographic information of the participants.
This part of the questionnaire requested a lim#sobunt of information related to personal and
demographic characteristics of respondents. Acnghgi the following variables about the
respondents were summarized and described in theeguent table. These variables includes:

sex, age and educational status.
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Table 4:2 Characteristics of respondents by Sex andige

ITEM Frequency Percent

Sex Male 153 67.1
Female 75 32.9
Total 228 100.0
18-24 45 19.7

Age 25-34 89 39.0
35-44 60 26.3
45-54 26 11.4
55-64 6 2.6
>64 2 0.9

Source: survey result (2014)

Out of the total 228 of respondents 67.1% are rmatk32.9% of them are female. Regarding the
age of the participants, the largest group (39.@%46ih the 25-34 years age group, the second
largest group (26.3%) indicated in the 35-44 yeays group, those in the age category of 18-24
are 19.7% of the respondents , in the age categjoffp-54 represent 11.4% , 55-64 represent
21.05%, and 2.6% represent in the age categoryd55080% of the remaining respondents are

above 64.

According to table 4.3 presented below the firgmit shows educational status of the
respondents. From the total 3.9% of the respondametsategorized under primary education,
12.3% of them were high school complete, 36% digldrolders, 39.9% degree holders, 6.6%
master holder and the remaining 1.3% are PhD &odea In general, the table shows the

majority of the respondents are degree holders 3@tB% from the total.
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Table: 4.3 Educational levels of respondents

Level of| Frequency Percentage
education
Primary 9 3.9
High school 28 12.3
Diploma 82 36.0
Degree 91 39.9
Master 15 6.6
PhD and 3 1.3
above
TOTAL 228 100

Source: survey result (2014)

4.2 Reliability Test

Reliability analysis was computed to test whethes scale used in the study is internally
consistent and consistently measures the critevaorable using the reliability procedure in
SPSS (version 20.0). From data analysis the Crdrdbadpha for this study is good according
to the standard set by George and Mallery (2008)itais over the acceptable limit of >0.70. For
all individual dimensions, Cronbach’s alpha is ¢eedhan 0.70, which is shown below, that
signifies greater internal consistency betweenitdras and measures the intended dimension of

the variables.
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Table: 4.4 Cronbach’s alpha test for independent u@ables

Dimension Cronbach’s Alpha N of items
Tangibility 0.721 4
Reliability 0.716 5
Responsiveness 0.781 4
Assurance 0.764 4
Empathy 0.744 4

0.886 21
Over all scale reliability

Source: survey result (2014)

4.3 Descriptive Statistics

The analysis of this study was done using desggtatistic or through using central tendency,
from these the researcher used the mean scorexlofvariable. The main reason of using this
measurement was to demonstrate the average respohsespondents for each question that
was included under each dimensions of the prediwdoable and to reach the grand mean of
each dimension.

Finally, the interpretation is made through uging grand mean of each independent dimension
for the aim of achieving partial research objectiwé the study. The interpretation was made
based on the following measurement scale intexmatange. Mean scores 4.51-5.00 excellent or
very good, 3.51-4.50 good, 2.51-3.50 average orematd, 1.51-2.50 fair and 1.00-1.50 is poor
(Poonlar Btawee:1987)
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4.3.1 Service Quality Assessment
In order to assess the customer-perceived qudlityyegagen bank, descriptive statistics were

computed per dimension, as given below.

Table: 4.5Tangibility Dimension

Items Mean Std. Grand Mean
Deviation
The organization facilities are up to date3.84 0.955 3.90
3.54 1.112
Wegagen bank’s physical facilities gre
visually appealing
4.17 0.732
The staff dress properly
4.07 0.782

The organization has suggestion box to
collect customer comment and

complaints

Source: survey result (2014)

Tangibility refers to the appearance of physicatilitées, equipment, personnel and
communication materials. According to table 4.%® descriptive statistic analysis shows that the
range 3.51-4.50 indicates that customers perceilvat the tangibility of the organization is
good. Based on the data analysis the mean scaam@ibility with the value of 3.90 imply that

customer’s attitude towards the organization taegispect is good.
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The higher contribution to the outcome is achiefreth the third item that means the staff dress
properly followed by the organization has suggestimx to collect customer comment and
complaints with the mean value of 4.17 and 4.0peaetvely. However lower contribution is by
the second predictor that means Wegagen bank'sigathygcilities are visually appealing
followed by the organization facilities are up date with the mean value of 3.54 and 3.84
respectively. The mean score of the construct shihas the customers’ perception of the

Wegagen Bank service quality is good.

Table: 4.6 Service Reliability

Items Mean Std. Grand Mean
Deviation

The staff can provide you the services 869 0.991 4.02

promised

When you have a problem, Wegagehn80 0.985

bank shows a sincere interest in solving
it

Wegagen bank performs the service right04 0.801
the first time

Wegagen bank provides its services 4ill 0.861

the time it promises to do so

Wegagen bank insists on error-fre4.32 0.779
records

Source: survey result (2014)
Reliability refers to the ability to perform thegonised service dependably and accurately. It is

regarded as the most important determinant of p&ores of service quality. According to the

above table, reliability with 4.02 values from tHescriptive statistics indicate that customers
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perceive that quality of service being offered bg brganization is good, according to (Poonlar
Btawee: 1987) the mean score of 3.51-4.50 is ugded service quality range.

From the variables the higher contribution to theamhas come from the fifth item that means
Wegagen bank insists on error-free records followgdoroper delivery without mistake and

performing the service right the first time withetmean value of 4.32and 4.11respectively. In
addition the standard deviation shown indicates ktmser or far each observation is from the
average. In general reliability takes a dominargipmn compared with the other independent

variables at Wegagen bank in the measuring thetgwélservice delivery.

Table: 4.7 Responsiveness Dimension

ltems Mean Std. Grand Mean
Deviation
The staff tells you exactly when servige$.15 0.828 4.23

will be provided

Employees of Wegagen bank give you

prompt service
4.28 0.670

The employees are easily access|ble

when needed
4.32 0.708

Employees have willingness to help

customers and the readiness to resgond
4.18 0.808

to customers request

Source: survey result (2014)

The responsiveness dimension involves provisiomprompt services and willingness to help
customers. The above table shows interrelated iteiimst measure responsiveness.

Responsiveness with 4.23 values from the descestiatistics analysis according to (Poonlar
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Btawee: 1987) indicate that customers perceive duality of service being offered by the
organization is good hence the mean score thahleaglue from 3.51-4.50 shows good level of
quality service delivery.

The higher contribution of the mean has come frbenthird variable that means the employees
are easily accessible when needed and employak'egdgen bank give prompt service with the
mean value of 4.32 and 4.28 respectively. Fromitifexence, we can conclude that customers
have good perception towards the responsivends® @spects of the organization.

Table: 4.8 Service Assurance

Items Mean Std. Grand Mean
Deviation
There are adequate and necessdng0 0.739 4.21

personnel for good customer Services

The behavior of employees of Wegageh32 0.768

bank instills confidence in customers

You feel safe in your transactions witd.12 0.830

Wegagen bank

Employees of Wegagen bank have (Hel0 0.862

knowledge to answer your questions

Source: survey result (2014)

The assurance dimension refers to the knowledganployees and their ability to inspire trust,
confidence and security. Based on data analysislloge table shows us the mean scores of
customers perceived assurance quality of Wegagerk Bange from 3.51-4.50 indicate that
customers’ perceived that the assurance aspetke arganization is good. The mean score of
assurance is 4.21, which suggests that the custoiiner the services assurance of the bank is
good.
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The higher contribution of the item to the constrig the second variable that means the
behavior of employees of Wegagen bank instills icklamice in customers with the mean value of
4.32 followed by there are adequate and necessaspmnel for good customer services with the
mean value of 4.30. Finally, this shows that thkieaof assurance is a good indicator of the

organization service quality.

Table: 4.9 Service Empathy

Items Mean Std. Grand Mean
Deviation
3.74 1.066 3.81
Wegagen bank gives you individual
attention
Wegagen bank has operating houss81 0.977

convenient to all its customers

3.77 0.959
The service providing office is

conveniently located to Customers

Employees of Wegagen bank understaB®4 0.916

your specific needs

Source: survey result (2014)

The empathy dimension represents the provisiomaividualized attention to customers and
ease of contact, effective communication, and wtdeding the customers. Based on the data
analysis the above table 4.9 show predictors ofathhypand show the customers’ judgment level
of empathy. The range 3.51-4.50 indicates thatoousts’ perceived that the empathy aspect of
the organization is good.

41



The mean score of empathy is 3.81, which showsuiktomers believed that the Empathy of the
organization is good according to the customerstpof view. The highest contributor for this
dimension has come from the forth indicator thanseemployees of Wegagen bank understand
customers’ specific needs followed by Wegagen bankng operating hours convenient to all
its customers with the mean value of 3.94 and B8pectively. However, the least contribution
is Wegagen bank gives its customers individualnéitie and the service providing office is
conveniently located to customers. As a conclusibba,mean score of this construct based on
customers view shows that Wegagen Bank has gowetseuality delivery.

Generally, according to the descriptive statistiethods of data analysis different dimensions of
SERVPERF have different perceived quality level the customer at Wegagen bank.

Responsiveness was the most important elementwralhmustomer perceived a service quality in
relation to other SERVPERF dimensions followed lgycpived assurance quality, reliability

quality, tangibility and empathy respectively. Téers good service quality among the

SERFPERF dimension as perceived by Wegagen Bahass.

4.3.2 Customer Satisfaction

Many researchers conceptualize customer satisfaasoan individual’s feeling of pleasure (or
disappointment) resulting from comparing the peregiperformance or outcome in relation to
the expectation (Oliver, 1981; Brandy and Robertstfi01; Lovelock, Patterson and Walker,
2001).

However, the customers have different levels tsfection as they have different attitudes and
perceived performance from the product/service.eBasn this idea; the researcher tried to
measure the level of customer satisfaction anddésxriptive statistics analysis of customer
satisfaction shows that the level of customer fati®n is 4.23, which implies customer of the
organization were satisfied and above average &ythanization service delivery. Moreover,
the percentage for each category is presented beldive table 4.11 and this finding shows
87.7% of the customers are satisfied with the serdelivery of the organization, 4.4% of

customers were neutral and the remaining7.9% dbmeys were dissatisfied.
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Table 4.10: customer satisfaction based on amounf measurement scale

Frequency Percent
Strongly disagree 1 0.4
Disagree 17 7.5
Neutral 10 4.4
Agree 163 71.5
Strongly agree 37 16.2
Total 228 100

Source: survey result (2014)

4.4 Correlation and Regression Analysis

Correlation analysis was conducted to investigdie telationship between SERFPERF
dimensions, which are tangibles, reliability, resgpgeness, assurance and empathy with
customer satisfaction. A correlation analysis wWikarson’s correlation coefficient (r) was
conducted on all variables in the study to exptbeerelationships between customers perceived
service quality dimensions and customer satisfactioaddition, multiple regressions were used
to identify the most important dimensions of SERRFEdimensions that contribute to customer
satisfaction. To interpret the strengths of relalips between variables, the guidelines
suggested by Field (2005) were followed, mainly toeir simplicity. His classification of the
correlation coefficient (r) is as follows: 0.1

—0.29 is weak; 0.3 — 0.49 is moderate; arid5>is strong.
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Table 4.11: Pearson’s Correlation Matrix for predidors and customer satisfaction

Tangibles| Reliability | ResponsivenessAssurancg Empathy| overall
satisfaction
Tangibles 1
Reliability A410** 1
Responsiveness.432** 505** 1
Assurance A26** A426** .655* 1
Empathy A404** .396** 488** .545** 1
overall .506** 509** .613** .635** .663** |1
satisfaction

**_Correlation is significant at the 0.01 level{ailed).

Source: survey result (2014)

The correlations of the variables are shown in @ahll1l, however, each variable correlates

perfectly with itself, as evidenced by the coe#idis of +1.00 at the intersection of a particular

variables’ row and column

According to table 4.11, Pearson correlation mastows tangibles have strong associations
with overall customer satisfaction with a valueO0db06. As per the person’s correlation, the r
value range from 6.5 shows variables is strongly correlated. Assaltereliability has strong
relation with a value of 0.509. Based on the altalée correlation analysis, responsiveness with
r-value has strong associations with overall custorsatisfaction with a value of 0.613.

According to Field (2005), Pearson correlation @ioent value between -5 shows that

variables are strongly correlated.
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According to table 4.11, Pearson correlation mahgws assurance has strong association with
overall customer satisfaction with r-value of 0.68Berefore, assurance has positive relationship
with customer satisfaction. In the same way empdithy positive associations with overall
customer satisfaction with r-value of 0.663.

Generally, empathy and assurance have highestiy@ositsociations with overall customer
satisfaction towards Wegagen bank.

4.5 Regression Analysis

Regressions fit a predictive model to data andtiaemodel to predict the values of dependent
variable from one or more independent variablesdfAr2005). Linear regression estimates the
coefficients of the linear equation, involving omemore independent variables that best predict
the value of the dependent variable. In this redgedhe regression uses SERVPERF dimensions

as independent variables against a separate medsarerall customer satisfaction.

A regression analysis examines the relation ofdéygendent variable to specified independent
variables. Multiple linear regressions were conddcto identify the relationship and to
determine the most dominant variables that infleenthe customer satisfactions of Wegagen
bank. The significance level of 0.05 was used V8% confidence intervallThe dependent
variable was customer satisfaction and the indegr@ndariables include the SERVPERF
dimensions, which are tangibility, reliability, pnsiveness, assurance and empathy. The reason
for using this multiple regression analysis wagxamine the direct effect of these SERVPERF
dimension on customer satisfaction towards Wegdigek and the output was shown in the
table below. In order to show the impact that ediamension has on the dependent variable, the

study checked the Standardized Coefficients. Thketshows the slope of multiple regression

analysis.
Table 4.12 Model Summary
Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .784% .615 .606 46316

a. Predictors: (Constant), Empathy, Reliability, Tangibles, Assurance,

Responsiveness
Source: survey result (2014)
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We observed in the model summary from the analysithe above table R (@4 indicates
correlation of the five independent variables whle dependent variable customer satisfaction
and the weighted combination of the predictor yadea ( SERVPERF dimensions) explained or
affect approximately 62%(R square) of the variaoteustomer satisfaction and the remaining
38% is by extraneous variables. This result alsiicates that there may be other variables that

could have been neglected by the current studyadigting satisfaction.

Table 4.13: ANOVA (Independent Variables as Prediairs to Customer satisfaction)

ANOVA®
Model Sum of Squares Df Mean Square F Sig.
Regression 75.939 5 15.188 70.800 .000°
1 Residual 47.623 222 .215
Total 123.561 227

a. Dependent Variable: overall satisfaction

b. Predictors: (Constant), Empathy, Reliability, Tangibles, Assurance, Responsiveness

Table 4.13, the ANOVA test, it is noticed that Fueaof 70.800is significant at the 0.000 level or
significant at 1%. Therefore, from the result,andoe concluded that with 62 % of the variance
(R-Square) in customer satisfaction is significantd the model is appropriately measure the
latent construct.

Table 4.14 Estimated Unstandardized and Standardized RegressiocCoefficient

Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) - 767 .264 -2.904 .004
Tangibles 174 .060 144 2.925 .004
Reliability .139 .053 132 2.622 .009
! Responsiveness .219 .075 174 2.925 .004
Assurance .260 .073 212 3.575 .000
Empathy .385 .057 .352 6.750 .000

Source: survey result (2014)
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Based on multiple linear regression analysis, theva table 4.14 reveals the impact of each
SERVPERF dimensions and their significance. The aigchp of empathy, assurance,

responsiveness, tangibles and reliability on custsimsatisfaction with Wegagen bank are
0.352, 0.212, 0.174, 0.144 and 0.132 respectiveltheir descending order. By examining this
beta weight of data analysis result the findingvaiahat empathy followed by assurance and

responsiveness was making relatively larger coumtiob to the prediction model.

This informed us the predicted change in the depeindariable for every unit increase in that
predictor. This signifies that for every additiopalint or value in the empathy one could predict
a gain of 0.352 points on the customer satisfacimvided that other variables being held
constant the same are for assurance, responsivetaggbles and reliability Generally,
customer satisfaction is primarily predicted by Ha&g level of empathy, assurance, and
responsiveness and to a lesser extent by tangiolésreliability in Wegagen bank. Empathy
received the strongest weight in the model followgdassurance and responsiveness this shows

they are the dominant dimensions in Wegagen bank.

4.6 Interview with manager

The researcher has conducted an interview withntaieketing manager of the bank in line with
the following questions. The information collecfeam this manager is analyzed qualitatively as

follows.

A) Did your bank conduct market research or customers’'need assessment for

providing better service? If yes, what improvementhave been made?

According to the response of the manager banksemace delivery institutions, they deliver
their services for customers. A number of custosueveys (both large small scale survey) were
conducted, mostly they were conducted randomly eednbasis. The organization provides
different new service and Improvement was madefferdnt aspects based on the feedback of
customers on those customer need assessmentsasuttie organization provided training
program for employees, improving the banking tedban and using computerized system. The
bank tried to improve its service provision to gxpectation of customers.
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B) Do you think service quality and customer satisfaabn as an important strategy for
your bank? Explain?

According to the manager, providing excellent senguality and high customer satisfaction is
the important issue and challenge facing the copteary service industry. High customer
satisfaction and loyalty have long been key corsdan operational management in service
industries. Consequently, customer orientation, elgmunderstanding customer requirements
and expectations, is the first step service praogidaust take to enhance service quality.
Customers are the backbone of service providingitutiens like banks. Because of these and
other factors banks cannot exist without custom@rsviding service to customers is not only
the strategy banks follow, they must retain exgtaustomers, attracting new customers and

satisfying their needs. This takes place by applyire concept of service quality and customer
satisfaction as a strategy in the bank.

Therefore, service quality and customer satisfactiee important strategies for Wegagen bank.
The reason is that according to the manager ib#rk does not increase and improve its service
guality and meet customers’ needs, customers willlissatisfied and they will switch from the

bank to other banks. So without customers thene isank business in general.

C) What are the strategies applied by the bank to bat the quality service delivery of
the bank?

Service providing institutions are applying diffetestrategies in order to enhance their customer
service quality delivery. Therefore, the manages wsaked what strategies the bank applies in
providing service quality or enhances customer iserquality delivery. According to the
manager the bank uses different strategies to lthesjuality of its service delivery in the bank
is to shorten the service delivery process. Fa, tthie bank has been pioneer in implementing a
banking technology in the country. And currentlye tbank has finalized the upgrading of this
technology in to a more versatile technology. Ardoathe bank gives different training

programs for its employees on the areas of cust@®esice delivery process, how to handle
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their problem during service encounter and alsa tteem on product knowledge of the bank to

increase the ability and knowledge of employees.

D) What are the measures that your bank is taking tomprove customer satisfaction?
According to the response of the manager, the umesdaken to improve customer satisfaction
is by providing continuous training to employeessidgning a system of handling customer
complaint. Front line employees ask customers vdudtiney are satisfied or dissatisfied during
service encounter producing new products to impomstomer satisfaction.

E) Employees’ attitude /behavior play a central rolewith regard to customer’s
satisfaction and quality service delivery. What stategies are followed in the bank to

improve the attitude of the employees in relationd customer service?

There is concrete evidence that satisfied employesdse for satisfied customers and satisfied
customers can, in-turn, reinforce employees’ sefsatisfaction in their jobs. Some have even
gone so far as to suggest that unless service gegdoare happy in their jobs, customer
satisfaction will be difficult to achieve (Zeithamuhd Bitner, 2003).
According to the response of the manager the bagk the following:

» Organization’s vision, mission, strategies, pobgieduties and responsibilities of

employees are made clear to all.
» The performance rating of employees is also alignedistomer satisfaction

» Good performance rating will allow an employee &b g higher bonus than others.
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Chapter five

Conclusion and Recommendation

This chapter will present the study’s conclusiamirthe research and the research questions will

be answered. The chapter ends with recommendatimhgnplication for managers.

5.1 Conclusion

Customer satisfaction (CS) has become an imporsane for commercial and public service
organizations. Establishing and achieving custossisfaction is a main goal of business
nowadays, because there is very clear and strdagioreship between the quality of product,

customer satisfaction and profitability (Ingrid Hexva, 2004).

The major objective of this study was to assessicgerguality and its impact on customer
satisfaction. In order to accomplish this objective researcher distributed 250 questionnaires to
sample respondents in the specified service enepwrid collected 228 completely filled
guestionnaires for data analysis. In additioe, ibsearcher attempted to identify which of the
SERVPERF dimension(s) achieved higher perceivetbpeance in the side of customers and
identified which dimensions have higher and lowepact on customer satisfaction at Wegagen
bank. Moreover, the study identified which areagjume improvement and additional

investment.

The findings indicate that customers’ perceptioasyvaccording to the nature of service. The
computed mean scores of SERVPERF dimensions hetessure the perceived service quality
of the organization and the result shows that #greice quality of the organization is closer to

good.The higher confirmed dimension by the customeresponsiveness followed by assurance
and reliability. However, lower perceived qualityngnsions by the customer are empathy and
tangibles. As a general, the result of the studywshthat the customers have good attitudes

towards the service quality of the organization.
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The computed values of the criterion variable shtived the level of customer satisfaction is
good based on the research finding, this showsntleat of the customers are satisfied and there

are customers that are dissatisfied with some &spéthe organization’s services.

The Pearson’s correlation coefficient of the stugignifies that all predictor variables and
criterion variable have positive relationship wihch other. Based on the study result empathy,
assurance, responsiveness, tangibility and relaliibve strong association with customer and

their level of significance is varying among dimiens in the sector.

The relative importance of the significant predists determined by looking at the standardized
coefficients in the multiple regression result e&alBBased on this way the result of regression
analysis showed that empathy has highest impaatustomer satisfaction by holding other
dimensions as constant followed by assurance, nsgsmmess, tangibility and reliability.

However, the least impact on customer satisfastias observed in the aspect of reliability. This
result shows that empathy and assurance have doemifluence on the customer satisfaction
and reliability has least influence towards Wegabank. Therefore, the researcher confirmed
that the dimensions of service quality vary in giriv customer satisfaction in a given service

sector.

The finding indicate that above the average théoowsr satisfaction is influenced or explained
by SERVPERF dimensions, which means by tangibiligfiability, responsiveness, assurance
and empathy together. However, the result showstbmer satisfaction is influenced by other
extraneous variables that are not included in #tigly. Therefore, in measuring customer
satisfaction the organization should take a careingjuding all the factors that can affect

customer satisfaction.
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5.2Recommendations
Based on the results of the analysis and conclusiade the following recommendations are
forwarded which help Wegagen bank in assessingeitgice delivery process or in order to

improve the service delivery of the organizatiod ardirectly to boost customer satisfaction.

+ The organization should invest to the entire serguality dimension in maintaining and
improving the service quality the bank provides.
» The study confirms the five dimensions of servicaalgy (Tangibility,
Reliability, Responsiveness, Assurance and Empatng positively correlated
with the bank customer satisfaction.

+ As clearly shown in the analysis part of the studgponsiveness, assurance and
reliability have the most dominant influence innging customer satisfaction and
empathy and tangibility are least in the influentaerefore, the organization should
invest more on the dominant dimensions and it shcohsider the appropriateness of

service empathy and tangibility.

+ The organization should invest more on SERVPERMedsions because all the
dimension are good , to achieve this higher peeckperformance and get competitive
advantage in the market the organization requieisest and improve in those weak

areas.

+ The organization should put all the effort to dgittheir customers up to what is possible.
» As shown in the finding and presentation part efstudy some of the customers

are dissatisfied on their organization overall EeEnguality and some are neutral.

+ Develop appropriate programs and provide on-gaiaiging on the various attributes of

responsiveness to strengthen employees’ abililmpwove customer service.

+ Moreover, the bank should evaluate employees’ pmidoce constantly. Employees

should participate in scheduled training coursesabgse behavior of employees is often
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instrumental in bringing about desired outcome.rhiggy involves both the development
and modification of thoughts and behaviors, theeefthe bank should continuously
redefine goals and policies, modify structuresemgineer jobs, and track training,

monitoring, and rewarding of employees.

In the present competitive banking environment, thafsthe banks offer the same or
similar products around the world and service qua$ a vital means to differentiate
themselves in the market place. The present stutlypwmyvide at least some sorts of
guidelines to the policy makers of the bank, tetakght decision to improve the quality

of services of the bank.
Increase communications amongst staff members ugnuite data base system and

create a sense of teamwork. This enables the bardeliver service with care and

attentiveness by improving employee motivation eaplabilities.

53



REFERENCE

= Ahmed, I., Nawaz, M., Usman, A., Shaukat, Z., AhmddAnd Igbal, H. (2010). Impact
of Service Quality on Customers Satisfaction: Efoplrevidence from telecom sector of
Pakistan. Interdisciplinary Journal of Contempor@gsearch in Business, 1(12), 98-113
Institute of Interdisciplinary Business Research.

= Andaleeb, S.S. & Conway, C. (2006). Customer sattgin in the restaurant industry: an
examination of the transaction-specific model. dauof Services Marketing, 20(1), 3-
11.

= Anderson, E.W., Fornell, C. And Lehmann, D.R. (19%ustomer satisfaction, market
share, and profitability: findings from Sweden. d@l of Marketing, Vol. 58, pp. 53-66.

= Asubonteng, P., mccleary, K.J. & Swan, J.E. (1985RVQUAL revisited: a critical
review of service quality, The Journal of Servitderketing, Vol.10, Number 6, p.62

= Chebata, J.-C. and Kollias W. (2000), “How emasiomediate the effects of perceived
justice on loyalty in service recovery situatioas:empirical study”, Journal of Business
Research, Vol. 58 No. 5, pp. 664-73.

» Conducting, Analyzing, and Reporting Customer &atison Measurement Programs,
ASQ Quality Press, Milwaukee, WI. Using a multipktribute approach.

= Cronin, J. J. Jr. & Taylor, S. A. (1992). Measursggvice quality: A reexamination and
extension. Journal of Marketing. 56(July.

= Cronin, J. J. Jr. & Taylor, S. A. (1994). SERVPER#sus SERVQUAL: Reconciling
performance-based and perceptions-minus-expecsati@asurement of service quality.
Journal of Marketing, 58(January).

= Dibb, S., Simkin, L., Pride, W. And Ferrel, O.C. Mating Concepts and Cases, 4th
edition, 2001.

» Gilbert and Horsnell C. (1998), “A cross-industongparison of customer satisfaction”,
The Journal of Services Marketing, Vol. 20 No. b, p98-308.

= Gronroos, C. (1984): A service quality model argdntarketing implications, European
Journal of Marketing 18, pp. 36-43

54



Gustafsson, A., Johnson, M.D. and Roos, I. (2003)e effects of customer satisfaction,
relationship commitment dimensions, and triggerscastomer retention”, Journal of
Marketing, Vol. 69, October, pp. 210-8.

Hayes-Roth, B. (1977), “Evaluation of cognitiveustiures and processes”, Psychological
Review, Vol. 84, May, pp. 260-278.

Heskett, J.L., Jones, T.O., Loveman, G.W., Sass&:, W and Schlesinger, L.A. (1997),
“Putting the service-profit chain to work”, HarvaBadisiness Review, Vol. 72 No. 2,
pp.164 -170.

Juan, C. Fandos, R. Javier, S. Miguel, A. And Jaum&g2006) Customer perceived
value in banking services. International JournaBafhk Marketing Vol. 24 No. 5, 2006.
Kadir, A. H., Rahmani, N. & Masinaei, R. (2011).dacts of service quality on customer
satisfaction: Study of Online banking and ATM seesd in Malaysia. International
Journal of Trade, Economics and Finance, 2 (1), 1-9

Kazi Omar Siddigi (2010) Interrelations betweenveesr quality attributes, customer
satisfaction and customer loyalty in the retail kbag sector in Bangladesh. International
Trade & Academic Research Conference (ITARC) - lan@010.

Keir, C and Mitchell, P. (1990), "How to measundustrial service quality”, Industrial
Marketing Digest, Winter, pp. 36-46.

Kotler, P. & Keller,L.K. (2006). Marketing managemeg(12thed). Pearson Education,
Inc., Upper Saddle River, New Jersey.

Kotler, P. And Armstrong, G, (2004), Principles Mérketing, 10th edition, Chapter 1,
pp. 5-6, Pearson education, New Jersey

Lassar, W.M., Manolis, C., and Winsor, R.D. (200@®ervice quality perspectives and
satisfaction in private banking”, Journal of Seeddarketing, 14, 244-271.

Lee, H., Lee, Y. and Yoo, D. (2000), “The determitsaof perceived service quality and
its relationship with satisfaction”, The Journal3¥rvices Marketing, Vol. 14 No. 3, pp.
217-34.

Lenka, U., Suar, D., and Mohapatra, P.K.J. (200®ervice Quality, Customer
Satisfaction, and Customer Loyalty in Indian Comoredr Banks”, The Journal of
Entrepreneurship, 18, 47-64.

55



Lovelock, C. (2001). Services Marketing: Peoplechirelogy, Strategy (4th ed.). Upper
Saddle River, New Jersey: Prentice Hall.

Madaleno, R., Wilson, H., and Palmer, R. (2007),et®minants of Customer
Satisfaction in a Multi-Channel B2B Environment’ptél Quality Management and
Business Excellence, 18, 915-925.

Mohammed Al-Hawari and TonyWard (2008) “The effeCAutomated service quality”
Marketing Intelligence & Planning Vol. 24 No. 2,.#®27-147

Mohammed Hossain and Shirley L. (2001) Customecqmion on service quality in
retail banking in Middle East: the case of Qatatednational Journal of Islamic and
Middle Eastern Finance and Management, 2(4), pp3%88

Mohammed, A., and Mohammad, S. (2003), “Servicel@uRimensions: A Conceptual
Analysis”, The Chittagong University Journal of Bwesss Administration, 19, 1-11,
available at SSRNttp://ssrn.com/abstract=1320144

Naumann, E. (1995), Creating Customer Value: Thb BaSustainable Competitive

Advantage,

Neilson, L.C., and Chadha, M. (2008), “InternatioMarketing Strategy in the Retall
Banking Industry: The Case of ICICI Bank in Canadadurnal of Financial Services
Marketing, 13, 204-220.

Oliver, R.L. (1980): A cognitive model of the amtelents and consequences of
satisfaction decisions, Journal of Marketing Redearol. 17, Nov., 460-469
Parasuraman, A., Zeithaml, V. & Berry, L.L. (198%).conceptual model of service
guality and its implications for future researcbuthal of Marketing, 49, 41-50.
Parasuraman, A., Zeithaml, V. And Berry, L.L. (199Reassessment of expectations as
a comparison standard in measuring service quahtylications for future research.
Journal of Marketing, 58, 111-24.

Parasuraman, A., Zeithaml, V.A. & Berry, L.L. (1988SERVQUAL'": A Multiple-item
Scale for Measuring Customer Perceptions of SeQicality”, JR, vol. 64, 12-40.
Rajasekhara Mouly Potluri and V.S. Mangnale (20Ctitical Factors of Customer
Reimann, M., Ulrich, F.L., and Richard B.C. (2008Yncertainty avoidance as a
moderator of the relationship between perceivedvieer quality and customer

satisfaction”, Journal of Service Research, 11783-

56



Riadh, L., Ines, L., and Miguel, M., (2011) Banksee quality: comparing Canadian
and Tunisian customer perceptions. Internationaink of Bank Marketing Vol. 29 No.
3, 2011.

Samuel, E. (2006). Customer Satisfaction in the iMobelecommunications Industry in
Nigeria. MBA Thesis: Unpublished

Schneider, B. And White, S.S. (2004), Service Qudliesearch Perspectives,Sage
Publications, London.

Singh, R. & Khanduja, D. (2010). SERVQUAL and Moa¢lService Quality Gaps: A
Framework for Determining and Prioritizing Critic&lactors in Delivering Quality
Services. International Journal of Engineering Sa@eand Technology, 2 (7), 3297-3304
Taylor, S.A., Baker, T.L. (1994), "An assessmentttté relationship between service
quality and customer satisfaction in the format@nconsumers' purchase intentions",
Journal of Retailing, Vol. 70 No.2, pp.163-1778.

Thompson Executive Press, Cincinnati, OH.

Turel, O. and Serenko, A. (2006). Satisfaction waitbbile services in Canada: An
empirical investigation, Telecommunications Pol8fy(2006), pp.314-331.

Valarie A. Zeithaml and Mary Jo Bitner (2003), Sees Marketing, 3rd edition, Tata
mcgraw-Hill publishing company limited

Vavra, T. (1997), Improving Your Measurement of buser Satisfaction: A Guide to
Creating,

Zeithaml, V.A. (1988). Consumer perceptions of @riquality, and value: a means-end
model and synthesis of evidence.” Journal of marge62, 2-22.

Zhao, X., Bai, C. & Hui, Y.V. (2002). An empiricassessment and application of
SERVQUAL in a Mainland Chinese department storetallfQuality Management, 13
(2), 241-54.

57



Appendix



Appendix A: English Version Questionnaire

QUESTIONNAIRE
Addis Ababa University
School of Commerce
MA Program in Marketing Management

Dear Respondents,

My name is Elsa Habte. | am postgraduate studeridalis Ababa University School of
Commerce. | am conducting a research study on ‘%sservice quality and its effect on
customer satisfaction in case of wegagen bankpdrtial fulfilment of Master of Arts Degree
in Marketing Management at Addis Ababa Universithiaol of commerce (AAUSC) . | request
your help to spend some minutes of your time hpdilthe provided questionnaire. The aim of
this survey is to examine the service quality lexetl associated customer satisfaction with
Wegagen bank. . The data will be used only for eoad purpose. Also, | ensure you that the
information provided will be kept confidential andll not be used for any other purpose. | thank

you in advance for active participation and kindgeration.

Note: Participation is purely voluntary and no neeavtde your name anywhere.
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PART I. GENERAL INFORMATION

Please put a tick/j mark corresponding to your response

1. Gender:
Male [ Female —
2. Age group:
A. 18-24 D. 45-54
B. 25-34 E. 55-64
C. 35-44 F. 65 and above

3. Level of education

Primary 1 Degree [—
High school 1 Master [—
Diploma | — PhD and abovg—

Part Il Basic information related to service quality

Please indicate the extent to which you agreesagiiee with each of the following statements

by putting “X” in the appropriate place to chooke humber from 1-5 that best represents your
level of agreement with the statement.

No

Measurement scales

Measurement items Strongly | Disagree| Neutral | Agree | Strongly

disagree (1) ) @) @ agree (5)

The organization facilities are up to date
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2 Wegagen bank’s physical facilities are visually
appealing

3 | The staff dress properly

4 | The organization has suggestion box to collect
customer comment and complaints

5 | The staff can provide you the services| as
promised

6 | When you have a problem, Wegagen bank
shows a sincere interest in solving it

7 | Wegagen bank performs the service right the
first time

8 | Wegagen bank provides its services at the time
it promises to do so

9 | Wegagen bank insists on error-free records

10 | The staff tells you exactly when services wdl b
provided

11 | Employees of Wegagen bank give you prompt
service

12 | The employees are easily accessible when
needed

13 | Employees have willingness to help customers

and the readiness to respond to customers
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request

14 | There are adequate and necessary personnel for
good customer Services

15 | The behavior of employees of Wegagen bank
instills confidence in customers

16 | You feel safe in your transactions with
Wegagen bank

17 | Employees of Wegagen bank have the
knowledge to answer your questions

18 | Wegagen bank gives you individual attentior

19 | Wegagen bank has operating hours convenient

to all its customers

20 | The service providing office is conveniently
located to Customers

21 | Employees of Wegagen bank understand your
specific needs

22 | The organization contacts complaining
customers as quickly as possible

23 | The organization provide compensation for
inaccurate Services

24 | The employees quickly apologize to customers
when service mistakes are made

25 | Accept responsibility for the customer

disappointment and do not blame customer
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26

Overall, | am satisfied with the servig

provided by Wegagen bank

eS
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Appendix B: Amharic Version Questionnaire

A4.0 ANA LRCht

18 0 TPUCT Ot

aMmeP
@ oNNGTFU- AT+ PILPT

2V aomPeP UL M- AL havd-C LVl I°LF TIUCT (Master of Arts in Marketing) hdA 717911t
A®ITY A% FNFPTLPT ALPT AATIO-9° PAINNET T NLINGT AChT AL LAY AQTPoA DLIP
1005 ATIOP 10-::

eHNNGTFU- LINET NACHP Aevanht Q707 PAININCT TS THHITE 1ICT AL PAPTT AOHEPT
Neeamt ATSE A3 APy FNNC PLCTH HZE NARNCT AmSPAu: NHY a°med PTLTTO-
a8 TLNTEPRTE 27100 ALPT AMNICEI® ATIPUCHP AATT F 10 ATLLLCTAT TNNC NP LTLe
APOGAD-::

AONPT ATPEPE (aPANTT NP0t ATIG67T O-AT PPART(/) 091249 PPATLT Lam-::

h&d 1
1. e
L |:| [(%y |:|
2. W&
18-24 [ ] 45-54 [ ]
25-34 ] 55-64 ]
35-44 [ ] 65 hS i 1AL []
3. OTPUCT LLE
A205 RLE Tl [] 86 [ ]
UOTE L5 eHTTL ] T0tC ]
£ Theoq [] 2htet 2914(PHD)AS NHAAL []
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h&A 2 PAIAINT TS e PAFD- 180~F

DHY Qeodmd P20 04§+ TG A@OTY A7h AL LAPTT A%l Povahddhe:: AAHY OANTh-
ANt Pét OACAP Aoeannt HhhAT-NAD+ 9100017 N 1-5 hPlT ATIg-6»F  avhhi (1avgPl T

oA 2(1me::
1. A% hAAO97979° 2. A\OT7O9° NG 4. AWOT1TI0U- 5 A8 AA919900~:
NAST AANNTTo79° MNATG ANT1700- NAST
A1\t Tt 10PF hANT7979° ANTIT0NU-

V)

(2)

(4)

(5)

P07 A1AINT ao1sm, avd PP
Havq ¢ G Fa-::

P07 A10INT  RAROT AR
PO GF@-::

Q7 AT TORhAF@Y
YOUST O e GFm-::

QY  PA QO @Ot
AINNETT PPCOA::

a7 NA10 T PoF  PAFOT
LNETF N&Prl £19°1400 avetY
LAMA::

Ay AMNET 19 havBavs ea-
(thhd 246770

a7 Ado7AU- e PO M@ 1LH,
OO AN TNCTET £PCAA::

a7 LINGT PULPATF D PETF AL
AUt A18eTY PN T e

a7 &390 P1 ANt ATPPNA
PP CANTSEOT aphem, AT
AND-::

10.

ea7h- O tET A0
(Fhha avif A729.NG D'
LICP I

1.

QT AT PAMEG AT
LATPFA::

12.

N ST ACONPT AGPCST
U\ LH, N8, GFm-::

13.

eaThe AT LINTT  Nhi
AT PO CON::

14.

hoo1y  ath  pC  N9LeLCHt
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QNLAF A1 LATIPFA::

15.

eQThe AP T  AWCH®  TUTST
PAPN::

16.

eaThe O tET AACAP TLRPT
AT APAm Tt PULeATA Ad-Pt
ANT O+

17.

o277 O%h AACA® (90 todt
LATPFA::

18.

a7 AA9® LWNFT havF U1
20¢- OAT AAD-::

19.

a7 ALNGET 9%FE Oy 0FPF
AL OGN

20.

@277 QO7h PhCAPT PN &AtePT
PP\ ::

21.

a7 AT hCOPT  PHALR
GAPPT 27IHON:

22.

a7 A1t APAMm Tt AOLAL
AS OE PP OGTET Aet::

23.

PLINGT TP N&ETTT LIPAAA::

24.

a7 PHALR egeANT
AL PP ThNT  INFPTT  Po104L
hAPMer, METLPT

25.

QT AT avtt 0914740t
W Ao LINGTTY  ePCH
eme Pi::

26.

namPAL M@O77 Q7h  N7Lam-
AIANRT ChFau-::

66




Appendix C: Interview with manager

Interview Guide - English language

Addis Ababa University School of Commerce

Department of Marketing Management

Dear interviewee,

| am conducting a research which shall be submittgzartial fulfilment of the requirements for
Master’'s Degree in Marketing Management. The puwepafsthis study is to assess the service
quality and its effect on customer satisfactionrhe TTase of Wegagen Bafkerefore, this is to
kindly request you to take some of your preciomeetto the interview. Your honest and accurate
response will make this study more valuable. Yoespponses are only meant for academic

purpose and will be kept confidential.

Thank you in advance for your time!

Elsa Habte
Elsahabtel@agmail.com
+251923709889
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. Did your bank conduct market research or custonmerstl assessment for providing
better service? If yes, what improvements have Inese?

Do you think service quality and customer satisfacas an important strategy for your
bank? Explain?

What are the strategies applied by the bank tetibe quality service delivery of the
bank?

. What are the measures that your bank is takinmmpsave customer satisfaction?

5. Employees’ attitude /behavior play a central rolthwegard to customer’s satisfaction

and quality service delivery. What strategies atlowed in the bank to improve the

attitude of the employees in relation to custonegvise?
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