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ABSTRACT

Due to increase in globalization and liberalizatitihe environment of the country become competitine to
survive in this competition, the need of the Indizanking sector is to develop such competitiverthssugh service
quality. Therefore, service quality is an importaspect for banking sector. Now a day’s custom@nten is very much
important because introducing new customer cost&sbaore as compared to the retaining of old custonBut the
customer loyalty is must for retaining them andteoer satisfaction leads the customer loyalty. Thivs present study
focuses on finding the relation between servicdigguaspects & customer satisfaction and secondbtamer loyalty and
customer satisfaction in the retail banking seatobelhi. A sample of 100 banking customers wastaknd analyses
done with the help of SPSS tool.
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INTRODUCTION

Due to the Liberalisation and Globalisation, bagksector is also progressing at a very fast padeda® to
which problem arises is of competition in the bawgkindustry. It is very difficult for banks to suve in this highly

competitive world if they are unable to satisfyithmistomers.

Now days it is very important for any organisattorretain their customers and for retaining the@muers banks
need to assure loyalty factor in the customersfanbbyalty customer must pass the test of satigfacBecause service is
an intangible concept and therefore, it is veryidift to measure its quality and it is service lifyathat determines the

level of satisfaction of the customers from a paittir bank.

For measuring the firm performance Customer satigfa plays a vital role. The ability to satisfystomers is
vital for a number of reasons. The measuremenustiocner satisfaction in service industries, comgpaoemanufacturing
industries, requires special consideration dusiffulties of finding accurate measurement pararetOf all the service
industries, the banking and financial sector hadominant position and a discussion of customersfsatiion-based

performance measurements in the financial sectprires special attention.

The main objective of this research paper is testigate what quality of service customer expeamnhftheir bank
and to determine the most important factor contnitgpto service quality and to study the relati@tvieen service quality,

customer satisfaction and customer loyalty.
REVIEW OF LITERATURE

Past studies have proved that the longer a custstags with an organization; more it will be benig for the
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organization. This is the result of a number otdeg that relates to the time the customer sperttsthe organization.

These include cost of introducing new customer,daafrmouth, etc.

Other than the benefits that the longevity of costrs brings, research findings also suggest tleatcdsts of
customer retention activities are less than thescos bringing or introducing new customers. Fommple, Rust and
Zahorik (1993) argue the financial implicationsattracting new customers may be five times asyastkeeping existing

customers.
Service Quality

Service Quality means the quality of service debdeby the organization. As it is an intangible oept
therefore, it's very difficult to measure. It caa measured by calculating the difference in theeetgiion of the customer
from the service delivered by the organisation #mal perception of the customer about the servioelened by the
organisation. The model of gap analysis betweenettectation and the perception is given by Pasasan in the
SERVQUAL model.

The researches on service quality have been castedithin the framework of widely accepted seeviguality
SERVQUAL instrument. (Parasuraman et. al.(19858188d1991). Since then, many researchers havetlus&®-items
scale to study service quality in different sectofghe service industry including financial ingtibns (Gounaris et. al.
2003; Arasli et. al. 2005). The service quality mbwas derived from the magnitude and directiondivad gaps as

follows:

Gap 1: Difference between consumer’s expectation and gemant’s perceptions of those expectations, i.e. no

knowing what consumers expect.

Gap 2: Difference between management’s perceptions of woess expectations and service quality

specifications, i.e. improper service-quality stanls.

Gap 3: Difference between service quality specificationsd aservice actually delivered i.e. the service

performance gap.

Gap 4: Difference between service delivery and the compaiions to consumers about service delivery, i.e.

whether promises match delivery?

Gap 5: Difference between consumer’s expectation andgpexd service. This gap depends on size and directi

of the four gaps associated with the delivery ofise quality on the marketer’s side.
According to this model, the service quality isuadtion of perception and expectations.

Gaps 1 to 4 affect the way service is delivered thiede four gaps lead to Gap 5. Therefore, thenexrteGap 5
depends on the size and direction of these fous (@pp 1, Gap 2, Gap 3 and Gap 4)

Dimensions of Service Quality

The central idea in this model is that service i a function of difference scores or gap betwexpectations

and perceptions. The five dimensions of SERVQUAtIUdes:
Tangibles

It includes Physical facilities, Equipments\Appeara of personnel and appearance of Bank
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Reliability

Ability to perform the promised service dependadohg accurately.
Responsiveness

Willingness to help customers and provide promptise.
Assurance

Knowledge and courtesy of employees and bank’sabil inspire trust and confidence.
Empathy

It includes caring and individualized attentiontttiee firm provides to its customers.
Customer Satisfaction

In today’s competitive world, it is very importafdr an organisation to satisfy their customer iéythvant to
survive in the market. For which, it is requiredtbg organisation to measure the satisfaction lef/éhe customer where

as satisfaction achieved from the particular serigcvery difficult to measure.

Oliver (1994) has defined the customer satisfactisrthe customer’s fulfilment response which isaaluation

as well as emotion based response to a service.

Cronin et al..(2000) measured satisfaction fronvises using attributes like enjoyment, surpriseqich anger

and doing the right thing.
Customer Loyalty

However, maintaining high levels of satisfactiorlwbt, by itself, ensure customer loyalty. Banksd satisfied
customers who have moved, retired, or no longed eetain services. As a consequence, retaininmpeiess becomes a
priority. Previous research shows, however, thagéwvity does not automatically leads to profitapi(iColgate, Stewart,
and Kinsella, 1996).

Reichheld (1996) suggests that unsatisfied cus®mmy choose not to defect, because they do natcexp
receive better service elsewhere. Additionallyis§atd customers may look for other providers beseaihey believe they
might receive better service elsewhere. Howeverpike customers is also dependent on a numbehef &ctors. These

include a wider range of product choices, greatervenience, better prices, and enhanced incomeb¢itka et al., 1994).

loanna (2002) further proposed that product difiegion is impossible in a competitive environméke the
banking industry. Banks everywhere are deliverlrgggame products. For instance, there is usualjyrimimal variation
in interest rates charged or the range of prodagtilable to customers. Bank prices are fixed arided by the

marketplace. Thus, bank management tends to ditiate their firm from competitors through servipeality.

RESEARCH METHODOLOGY

Research Objectives
e To study various dimensions of Service Quality giie SERVQUAL model.
* To study the correlation between Customer Satisfaend Service Quality.

* To study the correlation between Customer Loyatty @ustomer Satisfaction.



Scope of the Study

Scope of the study is limited to retail bankingtsea Delhi region only.

Data Collection
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Data collected through primary source by usingoselended questionnaire including 22 questionsdbaisdive

dimensions of SERVQUAL model and some question®rtakkom the scale given by Caruana(2002) for Custom

Loyalty.

Tools Used

Statistical Package for Social Services i.e SP®8 f analyzing the data.

Sample Size

100 respondents based on convenience sampling dnthra Delhi Region.

Hypothesis

HO: There is no correlation between customer satisfa@nd Tangible attributes in a banking sector.

HO: There is no correlation between customer satisfaend Reliability in a banking sector.

HO: There is no correlation between customer satigfactnd Assurance in a banking sector.

HO: There is no correlation between customer satisgfactnd Responsiveness in a banking sector.

HO: There is no correlation between customer satisfactnd Empathy in a banking sector.

HO: There is no correlation between customer satisfactnd Customer Loyalty in a banking sector.

[Note: HO is Null Hypothesis]

FIGURES/TABLES AND ANALYSIS

Table 1: Mean and Standard Deviation of Various Attibutes

Attributes Mean | Standard Deviation
Tangibles 5.15 0.80
Reliability 5.05 0.79
Responsiveness 4.99 0.98
Assurance 5.20 0.78
Empathy 5.10 0.82
Customer Satisfactior 5.2( 1.01
Customer Loyalty 5.14 1.08

As per the above data where mean value ranges4r@®nto 5.20 and standard deviation range from t&7808
which reflects that the data is widely spread.

Table 2: Pearson Correlation Analysis

Attributes Tangibles | Reliability | Responsivenesy Assurance | Empathy ct;:;g{&er
Tangibles 1 0.648 0.563 0.504 0.558 0.568
Reliability 0.648 1 0.812 0.629 0.801 0.699
Responsiveness 0.563 0.812 1 0.568 0.712 0.673
Assurance 0.504 0.629 0.568 1 0.671 0.54p
Empathy 0.558 0.801 0.712 0.671 1 0.649
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(p value is 0.00@ahe significant level is 0.01)
Figure 1: Pearson Correlation Analysis between Vadus Attributes
of Service Quality Given in the SERVQUAL Model
Above table & figure shows that all the dimensi@isService Quality given by the SERVQUAL model are
positively related to the customer loyalty. Thisams for ensuring customer loyalty, it is neces$arya bank to work on

all five dimensions of service quality. But amonrffize dimensions, reliability is having the higttecorrelation with the
customer loyalty.

Table: 3 Pearson Correlation Analyses

Attribute | Tangibles | Reliability | Responsivenesy Assurance | Empathy Cf:;glrg/er
Customer 0.497 0.498 0.499 0.548 0.571 0.71
Satisfaction

(p value is 0.000 and the sigaifitlevel is 0.01 )
The Pearson’s correlation analysis obtained folyaireg the data. The sample size (N) is 100.

Above table shows the correlation between custaatisfaction and Tangible dimension of the SERVQUAL
0.497 and p value is 0.000. So, we have to rejecficst Null Hypothesis because as per that custosatisfaction and
tangibles are having no correlation.

The correlation between customer satisfaction aglthRlity dimension of the SERVQUAL is 0.498 and/glue
is 0.000 So, we have to reject our second Null Hypsis because as per that customer satisfactibrRahability are

having no correlation.

The correlation between customer satisfaction amsbBnsiveness dimension of the SERVQUAL is 0.430mn
value is 0.000. So, we have to reject our third Ndypothesis because as per that customer satwfaeind

Responsiveness are having no correlation.

The correlation between customer satisfaction agsufance dimension of the SERVQUAL is 0.548 p vadue

0.000. So, we have to reject our fourth Null Hypstls because as per that customer satisfactioAssutance are having
no correlation.

The correlation between customer satisfaction amgpadthy dimension of the SERVQUAL is 0.571 p valge i
0.000. So, we have to reject our fifth Null Hypattsebecause as per that customer satisfaction enpéBy are having no

correlation.
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The correlation between customer satisfaction anstd@ner Loyalty is 0.71 p value is 0.000. So, weehto
reject our sixth Null Hypothesis because as per ¢hatomer satisfaction and Loyalty are having aoalation. But it is
showing that they are highly positively related.

CONCLUSIONS

The hypotheses test confirms that all the servigelity attributes are positively correlated withstamer
satisfaction. Empathy shows the highest positiveetation with customer satisfaction and Assurademonstrates the
second highest positive correlation with customatistaction. Tangibility reveals the least positigerrelation with
customer satisfaction. A large positive relatiopshétween customer satisfaction and customer lpyedis demonstrated

in the hypotheses test.

Table 4;: Summary of the Null Hypothesis Test

Hypothesis 1| Tangibles to Customer Satisfaction efej
Hypothesis 2| Reliability to Customer Satisfaction ejéet
Hypothesis 3| Responsiveness to Customer Satigfiactip Reject
Hypothesis 4| Assurance to Customer Satisfaction edRej
Hypothesis 5| Empathy to Customer Satisfaction Rejec
Hypothesis 6| Customer Satisfaction to Customer ltpyaReject

Hypothesis 6 and Table 3 shows that customer aatish and loyalty are highly and positively retatgith each

other.

The applicability of the SERVQUAL measure is weditablished in the banking industry. Angur et ab99)
stated that SERVQUAL instruments are the best nreasliservice quality perceptions in the retail king industry in
developing country. The current study also usesSEBBVQUAL instruments to measure the service qualitrceptions in
the banking sector in Delhi.

This study uses the SERVQUAL model to determine ridative importance of each of the service quality

attributes which influence customer overall quatigrceptions.
LIMITATIONS OF STUDY
The current study presented exhibit limitationd #teould be considered. The limitations are a®¥ait

The sample size of the current study is 100 respatsd This sample size meets the minimum requiréenidre
researcher may use a bigger sample size to findhout about service quality, customer satisfactioth customer loyalty

in the banking sector in Delhi region.

Other variables may influence customer decision ingakprocess in the banking industry, such as price,
convenience, interest rates etc. needs to be amasidor further research.

This study covers the customers of Retail Bank3ethi. The Foreign banks are not included in thsearch.

RECOMMENDATIONS FOR FUTURE RESEARCH

Several issues associated with the limitationsriiein this study require further research corrsitiens. Future
research should concentrate on a bigger sampleasidall types of banks [including foreign banks].addition, more

decision making variables should also be considierélte research.
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