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ABSTRACT 

In this era of intense competition, one of the key challenges that organisations face is how to 

manage quality service which is a prerequisite for customer satisfaction. As a result of 

improved information communication technology, customers have become well informed, 

discerning and value sensitive. They also have a wide range of choices between service 

providers. Understanding the need, wants and desires of customers and demonstrated ability 

to satisfy them efficiently is imperative for success in the market place. 

 The purpose of this research is to assess and analyse service quality and customer 

satisfaction with banking services at National Investment Bank, Kumasi. 

Based on detailed literature review of business journals and books, a frame of reference was 

developed. Five generic service quality dimensions (tangibles, empathy, assurance 

responsiveness and reliability) were selected and tested in NIB Kumasi operations. A 

qualitative research approach was used in the study. Data was collected through questionnaire 

and interview. Data presentation and analysis were done in the accordance with the research 

questions and the frame of reference. Finally, in the last chapter, findings and conclusions 

were drawn with the appropriate recommendations. 

The quality performance of all tested quality dimensions proved to have a strong impact on 

customer satisfaction. However, tangibles, empathy and assurance were found to be of much 

significance to customers of NIB Kumasi. 

Prestige banking and expansion of service portfolio to include more electronic banking 

products were the new service needs identified in our research.    
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CHAPTER ONE 

INTRODUCTION 

 

Figure 1.1 Outline for Chapter one 

 

1.1 Introduction 

This chapter is the introduction to the study on Assessment and Analysis of Service Quality 

and Customer Satisfaction (A case Study of National Investment Bank, Kumasi). It considers 

the background to the study of the selected area of assessing and analyzing service quality 

and customer satisfaction. This will be followed by a problem area discussion that will help 

the reader to understand the insight of the research. The problem discussion ends with a 

research problem and specific research questions. The significance, demarcations and 

Introduction 

Service Quality 

               Measurement of Service Quality 

                         Nature of Services 

                               Servqual 

                Customer Satisfaction 

Expectation Perception 

           The Gap Analysis 
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limitations to the study will also be discussed. At the end of the first chapter, we will also 

present the disposition of the thesis. 

          

  1.2 Assessment and Analysis of Service Quality and Customer Satisfaction (a case 
study of National Investment Bank, Kumasi) 

       This section provides the background to the research area. It contains the general idea of 

service quality, role of service-quality and customer satisfaction and their interrelationship. 

The section also describes the importance of customer satisfaction to Banks. The relationship 

between customer satisfaction and service quality and measurement of service quality is also 

discussed.  

 1.3 Service Quality 

          Service quality is a concept that has received considerable interest and debate in 

research literature because of the difficulty of defining it since it is a multidimensional 

concept (Jamel & Naser, 2002 as cited in JIBR, 2008). It means different things to different 

people (Bennington & Cummane, 1998). Firstly, service is abstract (Sureshchandar, 

Rajendran & Anantharaman, 2002). As a result, service is difficult for suppliers to explain 

and for customers to assess (Edvardsson et al, 1994). Secondly, no global definition of 

quality has been established until now even though, this has been the focus for some time 

now. Rather, different definitions are accepted under different circumstances (Reeves & 

Bednar, 1994). According to Bennington and Cummane (1998),  a search for this definition 

showed that quality has been defined variously as excellence (Pirsig, 1974 & Kitto 1951), 

value (Feigenbaum, 1951 & Abbot, 1955), conformance to specification (Levitt, 1972 & 

Gilmore, 1974), conformance to requirement (Crosby, 1979), fitness for use (Juran1974, 
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1988), loss avoidance (Taguchi cited in Ross, 1989), and meeting and exceeding customers’ 

expectations (Gronroos, 1985 as cited in Parasuraman et al,. 1988). 

      According to Zeithaml (1987), goods quality is tangible and can be measured by objective 

indicators like performance, features, and durability. Service Quality, however, is intangible 

and the service quality literature defines service quality in terms of subjectivity, attitude, and 

perception.  

1.4 Measuring Service Quality 

Service quality and its measurement have become an important research topic because of its 

apparent relationship to cost (Crosby, 1979), profitability (Buzzell and Gale, 1987; Rust and 

Zahorik, 1993), customer satisfaction (Bolton and Drew, 1991), and customer retention 

(Reichheld and Sasser, 1990). Service quality is regarded as a driver of corporate marketing 

and financial performance (Buttle, 1996). A sound measure of service quality is necessary for 

identifying the aspects of service that need performance improvement, assessing how much 

improvement is needed on each aspect, and evaluating the impact of the improvement efforts. 

The evaluation of quality services is more complex than for products because of their 

intrinsic nature of heterogeneity, inseparability of production and consumption, perishability 

and intangibility (Frochot and Hughes, 2000, Zeithaml, et al., 2006).  

       

1.5 The Nature of Services 

    Heterogeneity 

                Services do not exhibit the same utility feature as tangible products. This is due to 

the human element involved in services. For example, savings account services may vary 

from customer to customer depending on the staff serving and the process through which the 
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service will have to pass to complete the service delivery cycle. It is difficult to achieve 

complete standardization in services due to the human element in it. Personnel should train to 

offer nearly similar services to customers. Also the room temperature of all branch networks 

of a bank should be similar (Macdonald, 1995). 

      

 Inseparability  

               The selling and consumption of the services happen in tandem. This call for 

exhibition of high skills in selling a service since once a service is miscarried it cannot be 

returned like a physical product. Banks must put into action what they communicate by word-

of-mouth (Sigala & Christou, 2006). 

 

 Perishability 

        A service cannot be stored for sale or use at a future time. Once an opportunity is missed 

in selling a service, it cannot be stored for future sales. Service providers like banks should 

take every opportunity that comes their way to sell their service. This will require bundled 

services for customers to make switch cost very expensive in order to retain them. The 

number of tellers should also be increased to serve customers during Christmas seasons when 

banking activities are at its peak and redeployed in off-peak seasons (Akan, 1995). 

 

Intangibility 

               A service is not seen feel or touched before it is purchased. To make it attractive to 

customers, the benefits and features should be communicated well and packaged in a way 

that it will be acceptable to the market. For example, a current account could be packaged 

with an appealing cheque book and a nice wallet to house it. The physical aspect of the 

service has to be attractive (Akan, 1995). 
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               Clearly, from a best value perspective, the measurement of service quality in the 

service sector should consider customer expectation of the service as well perception of the 

service. However, as Robinson (1999) concludes; “It is apparent that there is little consensus 

of opinion and much disagreement about how to measure service quality”. One service 

quality model that has been extensively applied is the SERVQUAL model developed by; 

(Parasuraman et al., 1985, A Shahin 1988, 1991, 1993, 1994, Zeithamel et al., 1990).  

SERVQUAL is the most used method for measuring service quality. It compares customer 

expectation before a service encounter and their perception of the actual service delivered 

(Gronroos, 1982, Lewis and Booms, 1983, Parasuraman et al., 1985). 

However, Parasuraman et al., (1985) in their work on service quality provided a list of 

measurable determinants of service quality: Reliability, Responsiveness, Assurance, Empathy 

and Tangibles. 

 

1.6 SERVQUAL 

              The initial instrument used to measure service quality was designed by Parasuraman 

et al., (1985).   According to Parasuraman et al, (1988) service quality is a function of pre-

purchase customer expectation, perceived process quality and perceived output quality. They 

define quality as a gap between customers’ expectation of service and their perception of the 

service experience (moments of truth) ultimately deriving the standard SERVQUAL multiple 

survey instrument (Parasuraman et al., 1988). 

             The “SERVQUAL” instrument included two 22-item sections that are intended to 

measure customer expectations for various aspects of service quality and customer 

perceptions of the service they actually receive from the focal service organization 

(Parasuraman et al., 1988). In short, the SERVQUAL instrument is based on gap theory 
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(Parasuraman, 1985) which explains that a customer’s perception of service quality is a 

function of the difference between his/her expectations about the performance of a specific 

firm within that class (Cronin and Taylor, 1992). 

      Five generic dimensions emerged as the result of the initial published application of 

SERVQUAL instrument which cut across a variety of services (Parasuraman et al., 1988, 

Ivan Iwaarden et al., 2003). 

       These dimensions include the following; 

Tangibles  

Physical facilities, equipments and appearance of personnel. 

Reliability 

Ability to perform the promised service dependably and accurately. 

Responsiveness 

Willingness to help customers and provide prompt and accurate services. 

Assurance (including competence, credibility and security) 

Knowledge and courtesy of employees and their ability to inspire trust and confidence. 

Empathy (including access, communication, understanding the customer) caring and 

personalized attention that the firm provides to its customers. 

Although, SERVQUAL has been widely used by service companies, doubts have been 

expressed about its conceptual foundation and methodological limitation. For example Anne 

Smith (cf. Lovelock & Wirtz, 2007) notes that majority of researchers using SERVQUAL 

have omitted from, added to, or altered the list of statement purporting to measure service 

quality. To evaluate the stability of the five underlying dimensions when applied to a variety 

of different service industries, Gerhard, Mels, Christo, Boshoff, and Deon Nel analyzed 

datasets from banks, insurance brokers, vehicle repair firms, electrical repair firms and life 

insurance companies. Their findings suggest that in reality, SERVQUAL scores measure only 
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two factors: intrinsic service quality (resembling what Gronroos termed functional quality 

and extrinsic service quality which refers to the tangible aspects of service delivery and 

resembles to some extent what Gronroos refers to as technical quality. (cf. Services 

Marketing: Lovelock & Wirtz)  

             More importantly, the universality of the SERVQUAL dimensions across different 

types of services has been questioned (Babakus and Mangolg, 1989; Carman, 1990; 

Bresinger and Lambert, 1990; Finn and Lamb, 1991; Babakus and Boller, 1992). Carman 

(1990) was of the opinion that, it is often necessary to incorporate additional items in certain 

dimensions because they are important to certain service categories. For example a social 

dimension could be added as an additional item where customers of a particular service 

category value social interaction much (Carman, 1990). A further critique of SERVQUAL 

concerns its emphasis on service and product dimensions to the neglect of other dimensions 

of the marketing mix-especially price (Gilmore and Carson, 1992).  

      As an outcome of all these criticisms, Bahia and Nantel (2000), consequently develop a 

specific new scale for perceived service quality in retail banking called Bank Service quality 

(BSQ). The BSQ model is an extension of the original 10 dimension of the model of 

Parasuraman et al., (1985). In addition, Bahia and Nantel (2000), incorporated additional item 

such as courtesy and access as proposed by Carman (1990), and items representing the 

marketing mix of the “7ps” (product/service, place, process, participants, physical 

surroundings, price and promotion from Boom and Bitner (1981) framework. After 

purification, the BSQ was left with 31 items of service quality relevant to the banking sector. 

These 31 items were distributed across six dimensions:  

Effectiveness and assurance: effectiveness refers to the effective delivery of service 

(particularly the friendliness and courtesy of employees) and the ability of staff to inspire 



  

17

 

feeling of security. Assurance concerns the employees’ ability to exhibit their communication 

skills and to deal confidently with client’s request. 

Access: assess the speed of service delivery. 

Price: measures the cost of service delivery. 

Tangibles: assess the appearance and cleanliness of a bank’s physical infrastructure. 

Service portfolio: assess the range, consistency, and innovation of the bank’s product. 

Reliability: measures the bank’s ability to deliver the service they have promised, accurately 

and without error. 

             Another area of criticism has been SERVQUAL scale’s dimension of comparison of 

a customer’s expectation and their perceptions and Cronin and Taylor (1992) have suggested 

that it is not necessary to include a customer’s expectation, arguing that modeling perceived 

performance is sufficient. Cronin and Taylor modified the gap-based SERVQUAL scale into 

SERVPERF, a performance based-only index. Parasuraman et al., (1994a), however, contend 

that the SERVQUAL scale using the expectation/performance gaps method is a much richer 

approach to measuring service quality and augments their earlier assertion (Parasuraman, 

Zeitham, and Berry 1985; 1988; 1993) that service quality is a multi-dimensional rather than 

a one-dimensional construct.  

                These criticisms do not undermine the value of Zeithaml, Berry, and Parasuraman’s 

achievement in identifying some of the key underlying constructs in service quality, but they 

do highlight the difficulty of measuring customer perception of quality and the need to 

customize dimensions and measures to the research context which has been done in our 

research. Undoubtedly, SERVQUAL model by Parasuraman et al., (1985) has had a major 

impact on the business and academic communities and has been said to be insightful and 

remain a practical framework used in service quality measurement. The key purpose of this 
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study is not to evaluate the concept of SERVQUAL but to use it as a basis to measure service 

quality at NIB Kumasi. 

 

1.7 Customer Satisfaction 

Customer satisfaction is closely linked to quality of products and services (Drucker, n.d). In 

recent years, many companies have adopted total quality management (TQM) programs 

designed to constantly improve the quality of their products, services and marketing 

processes. Quality has direct impact on product performance and hence on customer 

satisfaction. Higher levels of customer satisfaction sustain customers’ confidence, which is 

essential for competitive advantage (Kotler and Armstrong, 2001).   

         To understand satisfaction, we need to have a vivid picture of what customer 

satisfaction means. Customer satisfaction is the result of cognitive and affective evaluation of 

a service or a product. In other words the basic theory in customer satisfaction is the concept 

of expectation and perception.       

    1.7.1    Customer expectation 

Customer expectation are understood as “desires or wants of consumers” (Parasuraman et al., 

1993) or “what they feel the service provider should offer rather than would offer” 

(Parasuraman et al., 1988). 

 Expectations are created by several factors. Sometimes unrealistically high expectations 

occurs when a customer perceives the business support services to solve its problems. This 

may be as a result of unrealistic marketing activities and strategies that instead of 

concentrating on the core service quality, emphasis is placed on social relationships, so 

consequently uncertainties emerges leading to mistrust.  
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               Quite often expectations are not realistic. For example in business support services, 

it is often difficult to evaluate especially after consumption of service. Satisfaction depends 

on how customer’s expectation can be matched up to the service provider’s perception of 

what the customer’s reasonable expectation should be. Also, satisfaction depends on the 

quality of dialogue between the consumer and seller especially in the “moments of truth” 

(Nicola Bellini, 2002). 

1.7.1.1 Dynamics of Expectation 

1. Fuzzy expectation:  it exists when a consumer expects the service provider to solve a 

problem but does not have a clear understanding of what should be done. 

2. Explicit expectations: refers to clear understanding by customers as to what should be done 

in advance. They can be classified under realistic and unrealistic expectations. 

3. Implicit expectations: refers to elements of service which are so obvious to customers that 

they do not consciously think about them but take them for granted (Gronroos, 2000, 89f). 

Implicit expectations may become relevant when they are not fulfilled: e.g. the customer may 

mistakenly expect that a support service like bank statement is free of charge. Implicit 

expectation should therefore be made explicit and it must be clarified whether they are 

realistic or not.  Overtime, expectations, that were once explicit, may become implicit and out 

of control: e.g. a certain level of quality and empathy is taken for granted, but may decline as 

a consequence of frequency of the service (c.f. Gronroos, 2000, 89 ff). 

1.7.2 Customer   Perception 

        Perception is the process by which people select, organize, and interpret information, to 

form a meaningful picture of the world (Kotler & Armstrong n.d). 

Customer perception is defined as customer’s judgment of how service or product fulfill their 

needs, wants and desire (Cadotte et al., 1987). Perceived quality is the consumer’s assessment 
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of an entity’s overall excellence or superiority (Zeithaml 1988, Llosa, Chandon & Orsingher, 

1998). 

1.7.2.1 Dimensions of Customer Perceptions 

          The customers’ perception of the service process are divided into two dimensions: the 

process dimension and, or how the service process functions, and the outcome dimension, or 

what the process leads to for the customer as a result of the process. The two quality 

dimensions are termed technical quality (what the service process leads to for the customer in 

the technical sense) and functional quality (how the process functions). Customers perceive 

the quality of the service in these two dimensions, what they get and how they get it 

(Gronroos, 1982). Technical quality is a prerequisite for good perceived quality, but it is 

seldom enough. In addition, functional quality aspect of a service must be on an acceptable 

level. More frequently, the perceived technical quality aspect of the service become visible 

for customers as soon as it is good enough, and after that the functional qualities aspects 

determine the level of perceive quality of service in the minds (Gronroos, 1990a).  However, 

customer perception is influenced to a large extent by the image a company has in the eyes of 

the public. The image of a company serves as a filter that influences the quality perception 

favorably, neutrally or unfavorably depending on whether the customer considers the service 

provider good, neutral or bad. For example the lapses in a service process, causing delay may 

be eclipsed by the good image that the company enjoys in the eyes of the public but overtime 

image changes (Liljander, 1995). 

1.7.3 Modern Trend in Customer Satisfaction 

In the early era of marketing, manufacturers of products and service providers did not place 

so much emphasis on customer satisfaction because they believed their notion about the 

product or service was the best and that customers did not know what was best for them. 

However, today, customer satisfaction is no longer a slogan. It has become a very important 
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concept in all societies.  As Kotler and Armstrong (2001) note “it is becoming a way of life in 

corporate America … as embedded into corporate cultures as information technology and 

strategic planning.” In any free market economy, it is obvious that only the fittest can survive 

and this makes the issue of customer satisfaction very important in competitive markets. 

(Kotler & Armstrong, 2001). 

       Customers want accurate service and want you to ‘know’ them said Gwynne Whitleyl 

(2007). Banks say service sell but many have trouble providing it. “Many banks struggle to 

deal with customers,” said claes Fornell, a university of Michigan Professor who studies 

customer satisfaction; “Customers often end up feeling trapped in a technology maze, where 

they have to press this button or that button on their phones, and can’t find their way out.”  

He said Banks often slash cost to boost profit. This might please shareholders, but repel 

customers who value that human touch, or having branches near home or work (WSJ, 2006). 

In our candid opinion, the value of human touch might not apply to corporate customers who 

may want to transact most of their businesses on-line (Sasraku F.S 2007). 

Chapman and Cowdell (1998) are of the view that, modern marketing is not just about people 

and how they react to the provision of products and services but about how these people are 

treated. Marketers should be fully aware of all the ways in which customers could express 

their dissatisfaction. According to Ralph and Laired (1997), customers have a choice between 

taking and not taking action. They can choose to take action by complaining to management 

or a lawyer.  On the other hand, they can choose to stop patronizing the product or service.  In 

both cases the seller damages his reputation. Customer satisfaction with product or service 

has an effect on subsequent behavior such as customer retention. Satisfied customers are 

mostly retained customers which also mean lower cost of attracting new ones.  
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1.7.4 Cost Saving of High Customer Satisfaction 

According to Payne et al., (2000) the importance of retaining a customer is that there is strong 

evidence that there is a positive correlation between customer retention and profitability. 

They contend that the longer a customer stays with the company, the higher the likelihood 

that she/he will place a greater amount in the business which means higher market share, 

which in turn means higher revenues. In addition, lower costs are incurred in advertising and 

promotion in order to attract the customer. Selling cost can also be lower due to salesperson 

not having to call on as many prospective new customers. Lower product development and 

design costs can accrue due to fewer modifications being required from prospective new 

customers. In the long run the revenue of the company increases leading to high profit margin 

(Lancaster and Massinghan, 1999). Braimah (1999) also observed that, the average unhappy 

customer may tell nine other people about his/her experience, whereas the average happy 

customer will tell only five other people. 

Organizations lose customers for various reasons including death, customer moving away 

from their locality, the company being insensitive to customers’ complaints, among others. It 

has been observed that 3% of customers move away, 9% of the customers could buy cheaply 

elsewhere and 84% of the customers were not satisfied because they have much complaints 

and the company failed to address them. Managers and marketers should therefore be much 

concerned about actions and reactions of customers since these forms the basis of growth and 

survival of every organization (John, 1997). Customer satisfaction is the key to the growth 

and profitability of retail banking. It implies the retention of customers for a long time, which 

is cheaper than attracting new ones (Kotler, 1984).  

In the current situation of banking in Ghana particularly with banks becoming larger and with 

the proliferation of new banks, the question arises as to whether customers are satisfied or not 

and what elements of retail banking that makes them satisfied or dissatisfied. The knowledge 
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of the current levels of satisfaction and in particular the key determinants of satisfaction help 

those in the industry to focus on the key areas that lead to highly satisfied customers.  

1.8 The Gap Analysis 

       Berry and his colleagues developed the gap analysis model intended to help managers 

analyze sources of quality problem and how service quality can be improved (Parasuraman et 

al., 1985; Zeithaml et al., 1988). They develop a model called “the gap analysis model” 

which explains that the quality of a service (customer satisfaction) is a function of expected 

service and the perceived service. The expected service depends on the customer’s past 

experiences, personal needs and word-of-mouth communication as well as external marketing 

communication by the service provider.  The perceived service is the result of a process of 

affective analysis of the service after experience in relation to expectation of service 

performance before encounter. If the perceived performance of a product or a service is less 

than expected, customers will be dissatisfied. On the other hand if the perceived performance 

exceeds expectation, customers will be satisfied (Lin, 2003). 

                Kotler (1984) also thinks that, the buyer’s satisfaction depends on the closeness 

between the customer expenditure and the service perceived performance. If performance 

falls short of expectation, the customer is dissatisfied and if performance matches 

expectation, the customer is satisfied and if performance exceeds expectation customer is 

highly satisfied. 

1.9 Service Profit Chain 

The Service Profit chain (SPC) is based upon perceptions of employee and customer loyalty 

and satisfaction. The perceptions are based on ethical principles of fair treatment and fair 

value. The SPC theory states that there is a direct and strong correlation between profit, 
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growth, customer loyalty, customer satisfaction, value delivered and employee capability, 

satisfaction, loyalty and productivity (Heskett, Jones L, W. Earl Sasser and Leonard A. 

Schlesinger (1997). According to Heskett et al, (1997), the relationship between the internal 

customers (employee) and external customers is what forms the customer chain. This 

relationship according to them is very important since poorly treated employees treat the 

customers just as poorly. The SPC, shown in figure 1.1 hypothesized links in managerial 

process that can lead to success in service business. 

Table 1.1 provides a useful summary, highlighting the behaviors required of service 

Managers in order to steer the affairs of their organizations effectively. Working backwards 

from the desired end results, of revenue growth and profitability, links 1 and 2 focuses on 

customers and include an emphasis on identifying and understanding customer needs, 

investing in the needs to ensure customer retention, and a commitment to adopt new 

performance measures that truck such variables as satisfaction and loyalty among both 

customers and employees. Link 3 focuses on the value for customer, created by the service 

concept and highlights the need for investment to continually improve both service quality 

and productivity. 
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Figure 1.2 The Service Profit Chain 

Source: “Putting the Service Profit Chain to Work’’  by Heskett et al, c.f. Services 

Marketing by Lovelock & Wirtz Sixth Edition p. 448.  

 

1.10 Problem Statement 

The global trend and challenges in services in today’s business world showed that service  

companies are under constant and dynamic change  while customers are  becoming less loyal 

and more  price sensitive and discerning (Sigala & Christou, 2006). 

              That the customer is the lifeblood of any company’s business cannot be 

overemphasized. Because of their centrality and importance, customers perceive that they 

have the power to demand high quality service (Mac Donald, 1995). This has led most 

companies to commit their scarce resources to battle and compete for customers. Moreover, 
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customers are now aware of the products of other service providers as well as the range of 

financial products available to them (Akan, 1995).    

An intense and intimate knowledge of the customer is required in a way that no competitor 

can match up to, in order to help any company win in the marketplace. Every company must 

focus its activities and products on consumer demands. Consumer wants are the drivers of all 

strategic marketing decisions. No strategy is pursued until it passes the test of consumer 

research. 

Every aspect of a market offering, including the nature of the product itself, is driven by the 

needs of potential consumers. Relationships create value for individual consumers through 

such factors as inspiring greater confidence, offering social benefits, and providing special 

treatment. 

Customers tend to value the extra attention given to their needs. They also appreciate the 

efforts to meet special requests. It is also useful for organizations to know more about their 

customers, because the more they know them, the better they might be at serving them. The 

way the customer is treated can help the organization succeed or fail since they hold the 

financial purse needed by companies to survive (Yayla et al., 2005).  

Before the liberalization of the banking industry in the early 1980’s in Ghana, most of the 

indigenous banks enjoyed some level of protection with virtually no competition from foreign 

banks. State owned banks like National Investment Bank among others offered identical 

undifferentiated commercial banking services with customers having little or no choice. In 

1989 there were only nine (9) banks in Ghana aside rural and community banks. Out of these 

banks, two were expatriate banks and the rest indigenous Banks. Banking reforms in Ghana 

and economic liberalization policies implemented by the Government of Ghana during 1984-

1989 and also relatively low Bank regulatory capital in the country saw in its wake licensing 

of new foreign banks mostly from Nigeria and others from South Africa and Saudi Arabia. 
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By the close of the year 2008, the number of banks in Ghana shot up to twenty-four (24) out 

of which 14 are foreign banks. These banks were free to operate as universal banks and also 

fix their interest rates. These foreign banks brought with them sophisticated service quality 

know-how that the domestic banks felt threatened (Akan, 1995; Bilgin & Yavas, 1995). The 

domestic banks reacted to this challenge by exploring ways to improve on their services 

(Yayla et al., 2005). 

Based on our problem area discussion our research problem is formulated as follows: 

1) Are customers satisfied with service quality at .National Investment Bank (NIB), Kumasi 

main and Central Market branches (which in this study will be referred to as NIB Kumasi)? 

2) Do customers report a preference for some service quality dimensions compared to others?  

 The two branches have been selected because they are not too far apart and most customers 

conduct their transactions between the two branches for their convenience.   

1.11 Purpose of the Study 

The purpose of the study is to assess and analyze using SERVQUAL model by Parasuraman 

et al, the quality of service and the extent of customer satisfaction with the banking services 

at NIB, Kumasi. The study also seeks to apply the specific objectives of this study to acquaint 

management and staff of the bank with expertise knowledge and skills on customer 

satisfaction. It will also help management and staff of the bank acquire knowledge on how to 

retain their customers and even convert non-users (of their products and service) into users of 

their products and services and enable the management and staff of the bank to create a 

favorable corporate image for the bank. 
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Research questions 

The following are the research questions. 

(1) What products/services does NIB offer its customers? 

(2) What factors bring satisfaction to customers of NIB, Kumasi? 

(3) How can customer satisfaction be assessed at NIB Kumasi? 

(4) What is the overall customer satisfaction with service delivery of NIB Kumasi? 

 (5)Which dimensions of service quality are important to customers of NIB Kumasi, in 

relation to customer satisfaction? 

 (6) How can service delivery be improved at NIB Kumasi? 

1.12 Significance of the Study 

There is the need for this research for the following reasons: 

(1) Since the research will published, it would be useful to management and workers of the 

National Investment Bank and other banks to help them meet the needs and expectations of 

their customers to maintain customer loyalty. From the study, awareness will be created in 

the customer service department of the National Investment Bank regarding their present 

level of performance in meeting customer needs. This will also help the bank to identify 

measures to ensure high level of customer satisfaction in their operations. 

(2) It would also be useful to the central government and hence the central bank in the 

formulation of policies for the other commercial banks such as customer-centered conditions 

that should  be put in place before and after  licenses  are granted or renewed for Banks. For 

example borrowing cost disclosure policy which is code named as annual percentage rate 

(APR) by the regulator (Bank of Ghana) acting on behalf of the Government came into effect 

as a result customer dissenting views about some hidden cost applied on their overdraft 
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facility. It is now a policy in Ghana for all banks to publish their APR for the customer to 

know the actual cost of borrowing. 

(3) It would also be useful to foreign investors who would want to invest in National 

Investment Bank and other financial institutions to help them know the needs and 

expectations of customers in Ghana. This will enable them suggest ways to meet these needs 

and aspirations of the Ghanaian customer in order to protect their investments. Service 

quality dimension that apply to different cultures will also be known for comparison and 

possible future adjustment to business strategy if investment is going to be made in a country 

or region with similar culture (Winstead, 1997). For example, The SERVQUAL framework 

has not been applied in developing countries as widely as it has been in developed countries 

such as U.S or European countries. 

(4) It would also serve as a reference document for further studies into the activities of the 

banking industry on customer satisfaction. 

1.13 Limitations of the Study 

The study is limited to the two branches of National Investment Bank located in central 

business area of Kumasi denoted in the study as National Investment Bank, Kumasi.   

It is anticipated that some of the respondents may not return their questionnaires despite one 

or two reminders. This may affected the results of the study.  

Also, the data collection methods that will be used in assessing customer satisfaction at  

National Investment Bank, Kumasi will have some margin of error. According to Robson 

(2002) as cited in Research method for Business Student by Saunders, Lewis and Thornhill 

forth edition on page 149, there are four (4) threats to reliability; the first is subject or 

participant error. For example questionnaire completed at different times of the week may 

generate different result. To overcome this problem in our work, we will engage respondents 
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in an interview at one time and administer a questionnaire at a different time to establish 

consistency in their response. Secondly subject or participant bias was identified as the 

second threat to reliability. Interviewees may be saying what they think their bosses want 

them to say. This normally exists in authoritarian organizations. We will address such issues 

by keeping anonymity of our respondents. Third, there may have been observer error. In one 

piece of research there could be three people conducting interviews with the potential for at 

least three different ways of asking questions. We will address such problems by introducing 

high degree of structure to the interview guide. And finally, there is the issue of observer bias 

with respect to the different way of interpreting replies received from respondents. This 

difficulty will be addressed by standardizing the structure for interpreting replies from 

respondents.      

Finally, the target sample for this study is delimited to a sizeable eighty respondents. They 

are made up personal and private business enterprises which operate actively with the two 

branches of NIB in Kumasi. The simple random sampling method will be used to select 80 

respondents of the Bank. The simple random sampling which is a probability sampling 

method has the advantage of ensuring that each element has a known and equal probability of 

selection for the research  

1.14 Organization of the Study 

The study is divided into five chapters. Chapter one is the introduction. It considers the 

background, the statement of the problem, the objectives of the study, and research questions. 

It also looks at the significance and the limitations of the study. 

Chapter two is the literature review. Literature on the topic is reviewed according to the 

research questions used for the study. 
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Chapter three looks at the methodology used for the study. It explains the research design. It 

also gives details on the population, sample and sampling procedures and the instruments 

used in collecting data for the study. It also discusses the data collection procedures and 

analysis. 

Chapter four presents the results of the study according to the research questions. It also 

presents the discussion of results according to the literature review. 

Chapter five presents the summary, conclusions and recommendations for the study.   
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CHAPTER TWO 

REVIEW OF EXISTING LITERATURE 

               

 

 Figure 2.1 Outline of Chapter Two  
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2.1 Literature Review 

 This chapter is the literature review. Literature on the topic is reviewed according to the 

following research questions, services or (products) offered by banks, factors that cause 

customer satisfaction and assessment of customer satisfaction, dimensions of service quality, 

the service quality model and improvement  of quality service delivery by banks. 

 

2.2 Definition of Bank 

              Banking is the business of providing financial services to consumers and businesses. 

The basic services a bank provides are checking accounts, which can be used to make 

payments and purchase goods and services; savings and time deposits accounts for 

investment, precautionary and speculative purposes, loans for  consumer and capital goods as 

well as working capital and basic cash management services such as check cashing and 

foreign currency exchange (Johannes, 2005). Online banking and other electronic products 

like ATMs VISA cards and e-ZWICH cards (National Switch that links the payment systems 

of all licensed banks and non-bank financial institutions like savings and loans companies, 

credit unions, money transfer institutions, and rural banks in Ghana) are some of the latest 

and innovative electronic services offered by Ghanaian Banks. In Ghana, the business of 

banking is governed by the Banking Act, 2004. 

              A broader definition of a bank is any licensed financial institution that receives, 

collects, transfers, pays, exchanges, lends, invests, or safeguards money for its customers. 

This broader definition includes many other financial institutions that are not usually thought 

of as banks but which nevertheless provide one or more of these broadly defined banking 

services. These institutions include finance companies, investment companies, investment 
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firms, insurance companies, pension funds, security brokers and dealers, mortgage 

companies, and real estate investment trusts (Johannes, 2005). These institutions are non-

bank financial institutions hence; the Bank of Ghana Act 2004 (Act 673) does not apply to 

them. 

           With the coming into the force of this Act, (673) all banks are classified as universal 

banks. It therefore means that they can carry out other financial activities outside the 

traditional services such as leasing, insurance service, money market activities, capital market 

activities and arrangement of mergers and acquisitions among others (Bank Act 2004, Act 

673). 

2.3 Services or (Products) offered by Banks 

The products or services offered by banks to its customers are numerous. The basic ones are; 

Current Accounts, Savings Accounts, Fixed Deposits, Call Deposits, Loans (of different 

types),Western Union Money Transfer, Mobile Cash management Services, Warehousing, 

among others (Boateng, 1994). 

2.3.1 Current Account (CA) 

This type of Account is suitable for day-to-day business transaction. Active operation of the 

CA enables customers’ access facilities from the Banks. With some banks, customers’ earn 

interest based on the minimum balance maintained on the account. A cheque book is issued 

on current accounts to enable customers withdraw themselves and also pay monies owed to 

third parties. A statement is provided on the account to customers every month or three 

months to enable them reconcile their accounts. 

2.3.2 Savings Account (SA)  

This account is normally suitable to individuals who are (18) years and above, societies and 

organizations that want to save part of their earnings to meet future needs i.e. purchase fixed 
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assets and also pay school fees etc. This kind of account can also be opened in trust for 

minors and can be used as security to obtain a loan facility from a bank. In Ghana, about fifty 

percent of the banking populace operate the Savings and Current Accounts than all the other 

forms of products or services that banks offer to them (Boateng, 1994). 

2.3.3 Fixed Deposit (FDR)/ Call Deposit (CD) 

The FDR account is suitable for firms or individuals who want to save for a specific period of 

time ranging from 1-12 months and over. Interest on this type of deposit is competitive, 

negotiable and calculated on daily basis. Deposit could be used as lien or security to 

guarantee a loan facility from the bank. 

Related to the FDR but slightly different in maturity is the call deposit account. It is an 

investment with maturity period as short as two weeks. Interest on this account is competitive 

and negotiable. 

2.3.4 Loans and Advances 

These are wide range of facilities designed to meet the working capital requirements of 

business and individuals. They include projects and equipment loans, contract and trade 

financing as well as warehousing facilities. 

2.3.5 Overdrafts 

Overdraft facilities are short-term loan provided to businesses to meet their working capital 

needs. The facility enables businesses replenish stock, pay bill and salaries of workers. 

There are a lot of services offered by banks but the above forms the core services offered.  

2.4 Characteristics of Services 

The most important and distinguishing characteristic of services is intangibility. It is not 

possible to taste, feel, see, hear, or smell services before they are purchased (Shostack, 1981). 
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Many researchers argue that intangibility forces consumers to rely on external indicators of 

quality such as the surroundings and equipment (Berry, 1980; Eigler, Langeared, Lovelock, 

Bateson & Young, 1977; Grove & Fish, 1983; Shostack, 1977; Upah, 1982), service 

personnel (Gronroos, 1981; Rathmell, 1974), and price (Berry1980; Booms & Bitner, 1981; 

Zeithaml, 1981). 

Whereas goods are produced, sold, and consumed, most services are first sold, and then 

produced and consumed simultaneously. The inseparability of production and consumption 

means that the service provider is often physically present when consumption takes place. 

Only direct distribution is possible in services that have to be delivered face-to-face (Upah, 

1980). Consequently, marketing and production are highly interactive processes (Gronroos, 

1978). Indeed, services are often classified based on this interactive dimension. Chase (1978) 

argued that services are differentiated on the extent of customer involvement. One of 

Lovelock’s (1983) multidimensional classification matrices also uses the service provider-

customer involvement dimension to differentiate services. 

Because of the intangibility, it is difficult for consumers to make a conscious evaluation and 

comparison of the quality of various service offering. 

  

In the absence of tangible cues for customer evaluation, the firm may find it difficult to 

understand how the consumers perceive and evaluate their services (Zeithaml, 1981). The 

predominance of human contact in service offerings also highlights the importance of the 

service experience. Parasuraman, Zeithaml, and Berry (1985) found that 8 out of the 10 

dimensions important in determining quality were experiences drawn from the service 

encounter, such as friendly staff and speedy service. Their results imply that the service 

provider takes a central role in communicating quality. 
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 The involvement of both customer and service provider suggests that services that require 

high customer contact are more difficult to control and standardized than those with low 

consumer contact (Chase, 1978). The simultaneous production and consumption of services 

means that quality occurs during the service delivery, usually in an interaction between the 

customer and service provider. It is difficult to inspect the service prior to delivery to the 

customer.  The problems created by intangibility and inseparability  highlight the need for a 

system of service delivering to be built into the firm to ensure consistent quality delivery.  

2.5   Staffing 

            Once a product has been introduced into the market, the quality of personnel to handle 

the product is also important. The attitude and behaviors of these personnel working in the 

banks plays an important role in the retention or otherwise of the customers among other 

things (Sam-Addaih, 2007).  Employers should increasingly care about creating a great work 

place. First Horizon National Corporation saw this dynamism at work when it offered some 

employees who produce bank statement an occasional day off for doctor’s appointment and 

other needs. In return, the company asked them to work longer days during the busiest times 

of the month. Employees responded by halving the total time needed to produce the statement 

from eight to four days. Because of this, customer satisfaction shot up. Poorly treated 

employees treat the customer just as poorly (WSJ October, 2007). 

2.6 Customer Satisfaction 

            Early concepts of satisfaction have typically defined satisfaction as a post utility 

evaluation and judgment concerning a specific purchase decision (Churchill and Sauprenant 

1992; Oliver, 1980). Most researchers agree that satisfaction is an attitude or evaluation that 
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is formed by the customer by comparing what they expect to receive to their subjective 

perceptions of the performance they actually get (Oliver, 1980). 

2.6.1 Definition of   Customer Satisfaction 

                 Several authors have defined customer satisfaction in various ways: 

• According to Kotler (2000), satisfaction is a person’s feeling of pleasure or 

disappointment resulting from comparing a product’s perceived performance (or 

outcome) in relation to his or her expectation. 

• Gaither (1994) defines customer satisfaction as the determination of customer 

requirements and demonstrated success in meeting them. 

• Kotler (2001) again defined customer satisfaction by giving details on the attributes of 

a highly satisfied customer. According to him, a highly satisfied customer stays loyal, 

longer, and buys more as the company introduces new products and upgrades existing 

products; talks favorably about the company and its products, pays less attention to 

competing brands and is less sensitive to price, offers service or product ideas to the 

company and costs less to serve him than new customers because transactions are 

routine. 

• Kotler and Armstrong (2001) in their Principles of Marketing, define customer 

satisfaction as the extent to which a product’s perceived performance matches a 

buyer’s expectations. They continued that, if the product’s performance falls short of 

expectations, the buyer would be dissatisfied but if performance matches or exceeds 

expectation, the customer will be satisfied or highly satisfied. In service quality 

literature, customer expectations are understood as desires or wants of consumers 

(Zeithaml, berry & Parasuraman 1993) or “what they feel the service provider should 

offer rather than would offer” (Parasuraman et al., 1988). Customer perceptions are 
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defined as “the customer’s judgment of the service organization’s performance” 

(Llosa, Chandon & Orsinger, 1998 as cited in JIBR, 2008).  

The hypothesis that consumers evaluate a service according to their own expectations 

based on past experiences, gives a realistic picture of the wide majority business 

support situations (Priest, 1998). 

Most often, customer expectation are not realistic. For business support services, it is 

too difficult to evaluate specially after consumption. Satisfaction depends on how 

customer’s expectation is attuned to provider’s perception of what the customer’s 

reasonable expectations should be. Also satisfaction depends on the quality of 

dialogue between user and provider, especially in the “moments of truth” (Nicola & 

Bellini, 2002).  

Even though, expectation may be unreasonably high, satisfaction is still a function of 

the customer’s belief that he or she was treated fairly (Hunt, 1991). The main 

construct of customer satisfaction is expectation and perception (Zeithaml et al., 

1993). 

2.6.2    Customer expectation 

Customer expectation are understood as “desires or wants of consumers” (Zeithaml, Berry & 

Parasuraman, 1993) or “what they feel the service provider should offer rather than would 

offer” (Parasuraman et al., 1988). Expectations are created by several factors. Sometimes 

unrealistically high expectations occur especially, when customers perceive the business 

support services to solve their problems. This may be as a result of unrealistic marketing 

activities and strategies that instead of concentrating on the core service quality, emphasis is 

placed on social relationships, so consequently uncertainties emerges leading to mistrust  

(Lovelock & Wirtz 2007).  
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2.6.2.1 Dynamics of Expectation 

1. Fuzzy expectation:  it exists when a consumer expects the service provider to solve a 

problem but does not have a clear understanding of what should be done (Gronroos, 2000). 

2. Explicit expectations: refers to clear understanding by customers as to what should be done 

in advance. They can be classified under realistic and unrealistic expectations (Gronroos, 

2000). 

3. Implicit expectations: refers to elements of service which are so obvious to customers that 

they do not consciously think about them but take them for granted (Gronroos, 2000). 

Implicit expectations may become relevant when they are not fulfilled: e.g. the customer may 

mistakenly expect that a support service like bank statement is free of charge. Implicit 

expectation should therefore be made explicit and it must be clarified whether they are 

realistic or not (Gronroos, 2000). 

   Overtime, expectations, that were once explicit, may become implicit and out of control: 

e.g. a certain level of quality and empathy is taken for granted, but may decline as a 

consequence of frequency of the service (Gronroos, 2000). 

2.6.3 Customer Perception 

Perception is the process by which people select, organize, and interpret information to form 

a meaningful picture of the world (Kotler and Armstrong n.d). 

Customer perception is defined as customer’s judgment of how service or product fulfill their 

needs, wants and desire (Cadotte et al., 1987). Perceived quality is the consumer’s assessment 

of an entity’s overall excellence or superiority (Zeithaml, 1988; Llosa, Chandon& Orsingher, 

1998). 

2.6.3.1 Dimensions of Customer Perceptions 

The customers’ perception of the service process are divided into two dimensions: the 

process dimension and, or how the service process functions, and the outcome dimension, or 
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what the process leads to for the customer as a result of the process. The two quality 

dimensions are termed technical quality (what the service process leads to for the customer in 

the technical sense) and functional quality (how the process functions). Customers perceive 

the quality of the service in these two dimensions, what they get and how they get it 

(Gronroos, 1982). Technical quality is a prerequisite for good perceived quality, but it is 

seldom enough. In addition, functional quality aspect of a service must be on an acceptable 

level. More frequently, the perceived technical quality aspect of the service become visible 

for customers as soon as it is good enough, and after that the functional qualities aspects 

determine the level of perceive quality of service in the minds of consumers (Gronroos, 

1990a).  

        However, customer perception is influenced to a large extent by the image a company 

has in the eyes of the public. The image of a company serves as a filter that influences the 

quality perception favorably, neutrally or unfavorably depending on whether the customer 

considers the service provider good, neutral or bad. For example the lapses in a service 

process, causing delay may be eclipsed by the good image the company enjoys in the eyes of 

the public but overtime image changes (Liljander, 1995). 

2.7 Determinants of Customer Satisfaction 

An essential part of assessing satisfaction includes identifying dissatisfaction. Dissatisfied 

customers and employees often hold the information a business need to succeed. 

Understanding when and why dissatisfaction occur helps you implement changes to gain and 

retain future customers and employees (SPSS, White Paper, 1996). 

Dissatisfaction drives customers away and it is a key factor in customer switching behavior.  

The satisfaction–loyalty relationship can be divided into three main zones: defection, 
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indifference, and affection. The zone of defection occurs at low satisfaction levels (SPSS, 

White Paper, 1996). 

Customers will switch unless switching costs are high or there are no viable or convenient 

alternatives. Extremely dissatisfied customers can turn into “terrorists,” providing an 

abundance of negative word-of -mouth against the service provider. The zone of indifference 

is found at intermediate satisfaction levels; here, customers are willing to switch if they find a 

better alternative. Finally, the zone of affection is located at very high satisfaction levels, 

where customers may have such high attitudinal loyalty that they do not look for alternative 

service providers. Customers who praise the firm in public and refer others to the firm are 

described as “apostles” (Lovelock and Wirtz, 2007). 

Cronin & Taylor (1992) defined and measured customer satisfaction on a one item scale that 

asks customers’ overall feeling towards an organization. By using a single item scale to 

measure customer satisfaction, Cronin and Taylor’s approach fall short of richness of 

construct, as it has failed to acknowledge that, like service quality, customer satisfaction is 

also likely to be multidimensional in nature. 

 Bitner & Hubert (1994) used four items to measure the customers’ overall satisfaction with 

the service provider. The authors introduced the concept of encounter satisfaction, and 

devised a nine item scale to measure the same (i.e. the customers’ satisfaction with a discrete 

service encounter). 

2.7.1 Customer satisfaction is multidimensional  

 Other works have emphasized the multi-faceted nature of customer satisfaction and have 

used multiple item scales to measure customer satisfaction (Westbrook & Oliver, 1981; 

Crosby & Stephens, 1987; Suprenant & Solomon, 1987; Oliver and Swan, 1989; Oliver et al., 

1992). In recent effort, Shemwell et al, (1998) used a five-item scale to model customer 

satisfaction. Price et al, (1995) measured service satisfaction by using a six-item scale, while 
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studying the structural model of the relationship among the service provider’s performance, 

affective response and service satisfaction. From the growing body of literature on customer 

satisfaction, one can say without any fear of contradiction that there has been some research 

works on specific encounters known as transaction-specific/encounter-specific customer 

satisfaction. Researchers have also acknowledged the multi-dimensional nature of customer 

satisfaction and have come out with global measures (capturing the satisfaction at multiple 

levels in the organization) that view overall satisfaction as a function of satisfaction with 

multiple experiences or encounters with the service providers. The present study takes a 

slightly different approach and views customer satisfaction as a multidimensional construct, 

but the underlying factors/ items of customer satisfaction are the same as the ones by which 

service quality is measured. To conclude, the current works argues that customer satisfaction 

should be operationalized along the same dimension that constitute service quality and by the 

same items that span the different dimensions (Parasuraman et al., 1998).   

The same approach was suggested by Bitner and Hubert (1994) who argued that although the 

SERVQUAL items of Parasuraman et al (1998), when measured at the level of the firm’s 

services, appear to be good predictors of service quality, it is also possible that the 22 items 

of SERVQUAL when measured as a function of multiple experiences with the firm, may be 

good predictors of overall service satisfaction. 

 

2.7.2 Satisfaction Formation 

According to Churchill and Surprenant (1982), as well as recent studies by McKinney et al., 

(2002), the disconfirmation theory emerges as the basic foundation for satisfaction models. 

According to this theory, satisfaction is determined by the discrepancy between perceived 

performance and cognitive standards such as expectation and desires (Khalifa & Liu, 2003). 
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Customer expectation can be defined as customer’s pre-purchase assumption about a service 

or product (McKinney, Yoon & Zahedi, 2002). Expectations are viewed as prediction made 

by consumers of what the experience with the service or product is likely to be. While 

exceeding this expectation, it is likely to result in a high level of satisfaction, loyalty and 

recommendation and falling short of this expectation could adversely affect customers’ 

satisfaction and ultimately their retention and loyalty. Individual firms have discovered that 

increasing levels of customer satisfaction can be linked to customer loyalty and profit 

(Hekett, Sasser, & Schlesinger, 1997). This indicates an existence of important relationship 

between customer satisfaction and customer loyalty. Disconfirmation is defined as consumer 

subjective judgments resulting from comparing their expectation and their perceptions of 

performance received (McKinney et al. 2002); Spreng et al. (1996).  

Oliver (1980) described the process through which satisfaction judgments are reached in the 

expectancy-disconfirmation approach. Buyers form expectation of specific product or service 

before purchase and perceived quality level which is influenced by expectation. 
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Figure 2.2 Satisfaction Formation 

 

The figure 2.2 explains the arrow drawn from expectation to perceive quality indicates that 

perceived quality may increase or decrease directly with expectations. Perceived quality may 

either confirm or disconfirm pre-purchase expectation. The determination of the extent to 

which perceived quality and expectation are disconfirmed in figure 2.2 is shown by an arrow 

drawn from expectation and perceived quality to disconfirmation. Satisfaction is positively 

affected by expectation and the perceived level of disconfirmation that is also shown by 

arrow in the figure 2.2. Disconfirmation and perceived quality have a stronger impact on 

satisfaction (Oliver, 1980). 

Customer satisfaction can be said to occur when the acquisition of products and or services 

provide a minimum negative departure from expectation when compared with other 

acquisitions (Blenel, 2005). Yet still, customer satisfaction may occur when the marginal 

utility of a transaction is equal to or greater than the preceding acquisition (Blenel, 2005). 

2.8 Importance of Customer Satisfaction  

The global trend and challenges in services in today’s business world shows that “services 

companies are under a constant and dynamic change” while “customers are becoming less 

Expectation 

Disconfirmation
Satisfaction 

Perceived 
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loyal, more price sensitive and discerning (Sigil & Christou, 2006). That the customer is the 

driving force and moving spirit behind any successful company cannot be overemphasized. 

Because of their importance, customers perceive they have the power to demand high quality 

service (Macdonald, 1995). Companies have therefore committed resources to battle and 

compete for customers to succeed in business. Also customers have become sophisticated and 

are very much aware of other service provider’s products or services as well as a range of 

financial products available for them at the market place. Customer expectation has 

heightened accordingly, and so they are “more critical” when choosing the service (Akan, 

1995). 

2.9 Factors that cause Customer Satisfaction 

Several factors affect customer satisfaction. The kinds of products that banks offer to its 

customers can cause customer satisfaction or dissatisfaction. Consumers do not buy a product 

or service for its own sake. They buy to acquire benefits that the product offers. They buy to 

satisfy a need. Products therefore exist for what they fulfill in terms of consumer needs. It is 

the essential feature or benefit that the buyer expects to receive from using the product that 

motivates buying behavior (Boateng, 1994). For example, a customer opening a savings 

account is not buying a passbook or a card, he is buying a safe deposit that earns an interest 

and so comparatively, when the interest rate offered by one bank in relation to other banks is 

low, it will cause dissatisfaction to that customer. Such a customer may leave the bank and 

open an account with the other bank (Boateng, 1994). However, since price forms only one 

components of the marketing mix, a firm can improve on the other marketing mix and 

processes and still charge higher price than the competition (Sasraku, 2007). 
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The attributes of a product can differentiate it from others in the product category. Qualities 

like reliability or high performance may be associated with a particular product from a 

particular service provider (Boateng, 1994). 

The special features of a product can also differentiate it from others. For  example, Standard 

Chartered Bank  introduced a savings account that offered a Life Policy Cover to the holder 

for all amounts in excess of one hundred thousand cedis (¢100,000.00). This can be seen as 

introducing a feature to differentiate their savings account from those of their competitors. A 

customer at another bank who knows of this offer from Standard Chartered Bank may leave 

his/her bank and join Standard Chartered Bank to be able to enjoy this facility (Boateng, 

1994).  

Again when the interest rates, for example, charged on loans by a bank is high, customers 

may have difficulty repaying such loans and so may become dissatisfied and may leave to 

open accounts with other banks where interest on loans is low (Boateng, 1994). 

In the service industry, packaging includes the treatment a customer receives on opening an 

account. Another service element that causes customer satisfaction or dissatisfaction is the 

people or the employees delivering the product or service (Covey, 2004). The employees 

occupy the first point of contact with the customer. Employee behaviors are therefore 

important to customers. If the employee is cold or rude the customer takes it as a measure of 

the state of the company. Unhappy employees will have difficulty in keeping customers 

happy (Watson as cited in Dei-Tumi, 2005). He continued by saying that, “the external 

customer is the only boss because he can fire everybody in the company from the chairman 

down, simply by spending his money somewhere else”.   

A friendly employee or staff therefore adds to customer satisfaction and helps to promote the 

image of the organization in the eyes of the customer and the general public. However, some 
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employees will do a better job of satisfying customers than will others regardless of the 

quality of training, reward, and recognition programs afforded them (Boateng, 1994). 

 

The service delivery process also plays a key role in customer satisfaction. When the process 

of service delivery is too long, it lengthens customer waiting time. For example, if a cheque 

for an amount of twenty Ghana cedis has to be signed by two officials in the bank before 

payment is made, it causes delay and customers may get irritated for having to wait too long 

(Sasraku, 2007). Customers may even get frustrated with a reward programs so that rather 

than creating loyalty and goodwill, they actually breed dissatisfaction. Examples are; when 

customers feel they are excluded from a reward program because of low balances or volume 

of business, or if the rewards are seen as having little or no value, and if redemption 

processes are cumbersome and time consuming (Lovelock & Wirtz, 2007). 

The physical evidence also plays a role in customer satisfaction. The physical evidence 

includes the edifice or buildings and its decorations, an imposing banking hall with 

comfortable seats, places of conveniences, etc. The edifice or building and its external and 

internal decorations can satisfy a customer. The customer can pride him or herself as 

customer of that bank. Also, easy access to the bank premise would make a customer feel 

happy in transacting business with a bank, for example, if the bank premise is located on a 

high street. However, the nice edifice of a banking hall will not be noticeable if customer 

service is poor and there are unnecessary delays and lack of personal support from staff 

(Sasraku, 2007). 

The technology being used by the bank in service delivery could be a source of satisfaction to 

customers. When electronic devices like computers are used, they tend to speed up the 

processing time of transactions. System and processes per se do no create satisfaction. 

Service system quality, behavioral service quality, service transaction accuracy and machine 
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service quality are necessary to make the technology in use worthwhile (Aldlaigan & Buttle, 

2002). 

Furthermore, the security of customers and their deposits is an area of concern to customers. 

When customers are assured of protection from external threats they feel secured and happy. 

For example, if a bank is situated at a place noted for criminal activities, customers are scared 

and dissatisfied (Sasraku, 2007). Of course the internal security is equally important to 

customer who will want to deal with personnel with integrity and good moral values 

especially, the financial institutions (Lovelock & Wirtz n.d) 

2.10 Definition of Service Quality (SERVQUAL) 

 According to Jamal & Naser (2002), Service Quality is multidimensional concept; it means 

different things to different people (Benjaminton & Cummane, 1998 cited in JIBR 2008). 

Firstly service is abstract (Sureshchandar, Rajendran and Anantharaman, 2002). As a result, 

service is difficult for suppliers to explain and for customers to assess (Edvardsson et al., 

1994). Secondly, no global definition of quality has been established until the time of 

speaking even though this has been the focus of discussions throughout history. Rather, 

different definitions are accepted under different circumstances (Reevees & Bednar, 1994). 

The search for this definition carried out by Benjamin and Cummane (1998) showed that 

quality has been defined variously as excellence (pirsig, 1974 & Kitto, 1951), value (Fei 

Genbaum 1951 & Abbort, 1955), conformance to specifications (Levitt, 1972 & Gilmore, 

1974), conformance to requirements (Crosby, 1979), fitness for use (Juran, 1974; 1988), loss 

avoidance (Taguchi cited in Ross 1989) and meeting and or exceeding customers expectation 

(Gronroos, 1982 cited in Parasuraman et el., 1988). Quality is also defined as “a measure of 

the extent to which the service delivered meets the customer’s expectation” (Ghobadian, 

Speller & Jones, 1993), which was supported by Harrison (2000). Among many definitions, 
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Reeves and Bednar (1994) stated that, the most popular definition of quality was meeting and 

or exceeding customers’ expectations. 

 

2.10.1 SERVQUAL instruments 

In this context, service quality (SQ) is a prerequisite for survival and development of any 

company. (Parasuraman, berry & Zeitheml, 1988). The original work of assessing and 

measuring SQ was done by Parasuraman et al. The frame work was based on a gap theory. In 

the earliest stages of SERVQUAL, there were ten components as SQ. They were; tangibles, 

reliability, responsiveness, communication, credibility, security, competence, courtesy, 

understanding, knowing the customer and access (Parasuraman et al., 1985 cited in JIBR, 

2008). Later, these dimensions were compressed into five; tangibles, reliability, 

responsiveness, assurance and empathy (Buttle, 1996). These five dimensions were also 

considered as the skeleton of SERVQUAL (Bahia & Nantel, 2000). In the work of 

Parasuraman et al., they defined them as follows; 

Tangibles: “the appearance of physical facilities, equipments, personnel”.  

Reliability : “the ability to perform the promised service dependably and accurately”. 

Responsiveness: “the willingness to help customers and to provide prompt service”. 

Assurance: “the knowledge and courtesy of employees and their ability to inspire trust and 

confidence”.  

Empathy: “the caring, individualized attention the firm provides its customers’’. 

Thus, while SERVQUAL refers to only five dimensions, it covers all ten original components 

as mentioned earlier (Parasuraman et al., 1988; Zeithaml et al., 1990 cited in JIBR, 2008). 

The first measurement of SQ using the SERVQUAL model is to establish customer 

expectation (CE) of the service they want and the second part is about customer perception 
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(CP) after the service encounter. The difference between the CE and CP represent satisfaction 

of dissatisfaction (Zeithaml & Bitner cited in JIBR, 2008). 

Parasuraman (1986) also notes that, quality service is provided when one meets or exceeds 

customers’ expectations. According to him, when customers talk about quality service, they 

mean reliability and prompt delivery of whatever the business promises. Customers also 

generally expect employees themselves to be clean as well as accurate and confident. 

Other authors and researchers such as Sasser, Oslen and Wyckoff (1978) all agreed that 

SERVQUAL measures perceived quality or the discrepancy between CE and CP. In the SQ 

literature, customer expectation are understood as “desires or wants of customers” (Zeithaml, 

Berry & Parasuraman, 1993), or what they feel the service provider should offer rather than 

would offer (Parasuraman et al., (1988). Customer perceptions are defined as “the customer’s 

judgment of the service organization’s performance” (Llosa, Chandon & Orsingher, 1998 

cited in JIBR, 2008). 

2.10.2 SERVQUAL application and criticisms 

Although SERVQUAL has been widely used by service companies, doubts have been 

expressed about both its conceptual foundation and methodological limitation. Anne Smith 

notes that majority of researchers using SERVQUAL have omitted from, added to, or altered 

the list of statements purporting to measure service quality. To evaluate the stability of the 

underlying dimensions when applied to a variety of different service industries, Gerhard, 

Mels, Christo Boshoff, and Denon Nel analyzed datasets from banks, insurance brokers, 

vehicle repair firms, electrical repair firms etc. Their findings suggest that in reality, 

SERVQUAL scores measures only two factors: intrinsic service quality, resembling what 

Gronroos termed functional quality and extrinsic service quality which refers to tangible 

aspects of service delivery and resembles to some extent what Gronroos refers to as technical 

quality (Lovelock & Wirtz, 2007). 
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          Another difficulty is that SERVQUAL was developed primarily in the context of face-

to-face encounters. In the electronic age, more dimensions would have to be looked at in 

respect of virtual services and transactions such as web sites availability, privacy, system 

efficiency to be able to measure electronic service quality.   

     Furthermore,  although literature abounds showing that SERVQUAL has been used to 

measure service quality in a broad range service setting ( Buttle, 1996), in a banking context 

lam (1995) reports that there were problems with the dimensions of SERVQUAL. 

Confirmatory factor analyses revealed that the measurement scale lacked validity with 

sample from different culture (Cui et al., 2003). The BANKSERV scale was consequently 

developed to circumvent this difficulty in generalization of the SERVQUAL scale (Avkiran, 

1999). BANKSERV is a single scale measure of service quality designed to allow customers 

to reflect on their perceptions and expectation in a single statement.  The banking Service 

quality (BSQ) was also developed (Bahia and Nantel, 2000) to measure service quality in 

banking, as an adaptation to SERVQUAL. However, Hofstede (1980) recognizes the impact 

of cultural differences on all aspects in business and thus, pre-empting the need to develop 

specific measuring instrument to measure service quality in a different cultural environment. 

  However these findings do not undermine the value of Parasuraman et al.’s achievement in 

identifying some of the key underlying construct in service quality, they do however 

highlight the difficulty of measuring customer perceptions of quality and the need to 

customize dimensions and measures to the research context. 

2.10.3 Measurement of Service Quality 

Service quality is known to be a very important factor in banking and SERVQUAL provides 

a technology for measuring and managing service quality (Buttle, 1996.p.8). Essentially, 

“SERVQUAL” measures customers expectation of the service the firm should provide in the 
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industry being studied and their perception of how a given service provider performs against 

these criteria” (East, 1997 as citied in IJBM, 2006). 

Parasuraman et al. (1988, 1991) developed the gap model as an instrument to measuring 

service quality. The service quality gap model conceptualizes perceived service quality as the 

service quality gap which is the difference between expectation and service quality from an 

excellent service provider and the perception of service quality from the current service 

provider. Parasuraman et al., (1988) identified five service dimensions from their survey 

across industries and developed the service quality measurement scale called SERVQUAL. 

The gap model has emerged as the most popular measurement approach of service quality 

and has been extensively applied in different service sectors like health (Lee et al., 2000), 

Hotel (Soteriou and Chase, 1998) and in particular, banking (Athanassopoulos, 1998, 

Soteriou and Zenios, 1999). 

  However, the gap model has been criticized on both methodological and conceptual grounds 

( Carman, 1990; Bolton and Drew, 1991; Cronin and Taylor, 1992; Teas, 1993; Brown et al., 

1993). Cronin and Taylor (1992) proposed that the performance based measurement approach 

(SERVPERF), being more in conformance with the existing attitude and customer 

satisfaction literature is superior to the performance-expectation gap method. Teas (1993) 

questioned the validity of perception-expectation gap with conceptual and operational 

problems in the definition of expectation. Brown et al., (1993) raised psychometric concerns 

regarding the use of different scores and felt that the gap model would display poor 

reliability, because expectation and perceptions could be positively correlated. They also 

suggested that, since the statistical variance of performance score and expectation score are 

different, any test of statistical significance would become more complex. 

         Subsequently, Parasuraman et al., (1993, 1994) established both theoretically and 

empirically the superiority of the gap model over other proposed measures. Parasuraman et 
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al.,(1994a), however, contended that the SERVQUAL scale, using the 

expectation/performance gaps method is much richer approach to measuring service quality 

which augments their earlier assertion (Parasuraman, et al., 1985; 1988; 1993) that service 

quality is a multi-dimensional rather than a one-dimensional construct.  

 

Figure 2.3 The gap analysis Model (Parasuraman Zeithami & Berry) 

 

The model is illustrated in figure 2.3 above.  

First of all, the model shows how service quality emerges. The upper part of the model 

includes phenomena related to the customer, and the lower part demonstrates the one related 

to the service provider. As in the original perceived service quality model, the main construct 
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of quality service is expectation and perception (Gap 5 in figure 2.3). The expected service 

depends on the customer’s past experiences, personal needs, and word-of-mouth 

communication, as well as external marketing communication by the service provider. 

 The perceived service is the result of a process that starts with market research and the 

understanding of the needs and desires of the customer. Management perception of customer 

expectation guides decision about service quality specifications.  Gap 1 occurs if the 

customers’ expectations are not understood correctly, which is mainly a market research gap. 

If the quality specifications that guide the service process do not match customer expectation, 

gap 2 emerges.  If there is a discrepancy between the service process (in this model termed 

service delivery) and the quality specification for the service process Gap 3 occurs. This is 

mainly an internal communication, internal marketing, and process management gap. Gap 4 

develops if the service provider’s external marketing communication message creates 

expectations that are not met by the service process. This is basically a marketing 

communication gap. All four gaps add up to the fifth gap, which is a perceived service quality 

gap. This gap emerges when the expected service and the perceived service do not fit. 

       The basic structure of the model demonstrates where the root of quality problems may be 

found and how problems may accumulate. The model also shows which steps have to be 

considered when analyzing and planning service quality. At the same time it indicates what 

type of corrective actions may be needed if the perceived service is to be improved.  If the 

perceived service quality can be developed so that it is considered good by the customers, 

then it means the interactive marketing impact of the service is also good. The gap analysis 

model is rather a planning process model that indicates how to analyze and develop the 

process from understanding customer expectations and the factors that influence them to the 

way the service process functions and affect the perceived service.  
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2.10.4 Improvement of Service Quality 

Complaints provide a very important tool in the overall assessment of customer satisfaction 

and acts as a useful early warning sign. Cartwright and Green (1997) summarized this 

importance by saying that customers who walk away without complaining are really saying 

goodbye. They mean ‘you let me down and you won’t get another chance’. Those who 

complain are saying hello! ‘You let me down but I want to give you a chance to improve 

upon your service.’ 

An organization cannot benefit from complaints if there is no mechanism to handle them 

effectively. An effective complaints management system should include the following 

elements: a detailed policy for handling complaints, regular training and monitoring system 

in place for dealing with regular or specific problems or complaints, a good recording and 

reporting system, authority for action (as part of the policy and practice), systems for 

addressing the problem which causes complaint, speedy and courteous response rate at the 

complaints, investigation and solution stages, regular review of handling complaints, 

accessibility i.e. customers should not be passed on from one department to the other before 

they can make their complaints, and solutions should be designed to satisfy customers rather 

than satisfy internal interest (Ian, 1994). 

Johns (1994) also suggested that in order to find out what is wrong, how often and how it 

should be put right, customers should be encouraged to complain. For example, the 

organization should make it easy for people to complain through free telephone lines and 

complaint forms and also ask for complaints perhaps by selecting and approaching customers 

at random. They should pretend to be customers and see things from the sharp end. They 

should listen to the complaints of customers without becoming defensive. They should act 

quickly and with goodwill to solve the problem for e.g. they should replace defective 

products immediately, or repeat the service and take positive steps to prevent its recurrence. 
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2.10.5 Sources of Complaints 

Customers tend to complain when they do not maximize utility from the product or service 

consumed. A company may have one of the finest products or services in the market but if 

customers cannot get value for their money, they complain and the survival of the company is 

at stake. Companies should therefore constantly find ways of improving products or services 

to ensure maximum utility for customers. One way of doing this is by constantly asking the 

customers how the organization is doing and how it can get better (Dei-Tumi, 2005). 

Furthermore, customers will always complain if it takes more time than necessary for 

products or services to reach them. Companies should design time scales for delivering 

products or services and if a particular product or service requires different timing standards, 

it is necessary to communicate this timings to customers. It is important to note that if a 

competitor is able to serve a customer faster, the customer will definitely think of switching 

to the competitor (Dei-Tumi, 2005). 

Another source of complaint is customer reception. For most retail businesses, customer 

reception is rather abysmal. Most businesses see it as a right that as long as they open their 

businesses, it is a must that others should come and buy. People just do not show appreciation 

for others calling in their offices or shops to transact business with them. It is very hard for 

one to hear a shop assistant or customer-facing staff to say to a customer “thank you for 

coming to do business with us”. Businesses tend to forget that the foremost reason why they 

exist is to create and retain customers. Customers either internal or external are the ones who 

give organizations the opportunity to justify their existence (Dei-Tumi, 2005). 

The immediate environment of the business is also another area for complaint by customers. 

A customer’s positive or negative reaction to a given service or product is greatly influenced 

by what he or she sees. Sight is a dominant sense that mostly influences people's perceptions 

of others experiences and therefore if the environment within which a business is conducted 
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is perceived to be unsightly or unfriendly, there is a risk of losing a customer to a competitor. 

Sometimes it is important for a company to choose a particular color as a corporate color or 

even a dress code for employees which will all together create certain image about the 

company in the minds of customers. The environment and the way it looks really affect 

customers’ perception about a business (Dei-Tumi, 2005). 

However, the sources of complaints are not limited to only those factors outlined above. The 

extent to which a complaint manifests itself even depends on a particular business or 

organization (Dei-Tumi, 2005). 

2.10.6 Complaint Systems  

Dei-Tumi (2005), defines a complaint “as an expression of lack of satisfaction with any 

product or service, whether orally or in writing, from an internal or external customer.” He 

further stated that complaints vary from one business to another; however, there seem to be 

some common factors which appear to be the most recurring sources of complaints in most 

businesses. The complaint systems among organizations vary from the use of suggestion 

boxes, complaints to workers who customers are familiar with by word of mouth at business 

and public gatherings. Quite recently, the use of print and electronic media has become the 

most used platforms (lovelock & Wirtz, 2007). 
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Figure 2.4 Response Category to service Failures (Lovelock & Wirtz). 

(Source customer Response Category to Service Failures c.f. Services Marketing: 

Lovelock & Wirtz) 

 

Figure 2.4 depicts the courses of action a customer may take in response to a service failure. 

This model suggests at least three major courses of action:  

1. Take some form of public action (including complaining to the firm or to a third party, 

such as a consumer advocacy group, consumer affairs or regulatory agency, or even a 

civil or criminal court). 

2. Take some form of private action (including abandoning the service Provider). 

3. Take no action. 

 



  

60

 

It is important to note that the customer can take any of the available actions stated above or a 

combination of them. Managers need to know that the impact of a defection can go far 

beyond the loss of future revenue streams from that person.  Angry customers often tell many 

other people about their problems. The internet allows unhappy customers to reach thousands 

of people by posting complains on the internet-based bulletin boards or even setting up their 

own web sites to publicize their bad experiences ( Lovelock & Wirtz, 2007).   

2.10.7 Handling Complaints 

Many people view customer complaints as necessary but a non-productive part of their 

business. In truth, every complaint should be treated as a gem as it is an opportunity for the 

organization to improve. Every complaint should be seen as an opportunity to save a potential 

lost customer. Most businesses allow complaints to drive their customers away which should 

not be the case. They should rather use these complaints to reinforce the great services the 

business renders (Dei-Tumi, 2005). 

Harringhton (1995) states that, the Consumer Affairs Department in the US reports that only 

4 out of every 100 dissatisfied customer ever complain. The other 96 just walk away and start 

to look for a new source of the product or service. These 96% of customers are either too 

nice, or do not want to take the time and effort to complain. They are called “silent 

switchers.” Of the 4% that give the company a second chance, 95% of them will continue to 

do business with the company if their complaints are quickly addressed. 

Harringhton goes further to explain that, if an organization does not respond quickly to 

customer complaints, between one-third and half of them will find a new source for the 

service. In addition, they turn out to be a competitor’s best advertisement. Getting a 

dissatisfied customer to share his or her concerns with the organization is a big chance to 

retain that customer and also save that organization. 
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The handling of customer complaints is very crucial to every organization that wants to 

survive in the long run. The organization should therefore make it easy for customers to 

express their disappointments and/or concerns about its service and/or product and take quick 

action to solve the problem. When the complaints are handled faster and effectively, it saves 

the organization from losing its customers (Harringhton, 1995). 

Specific techniques for handling complaints made by customers are as follows. The company 

must establish a common approach to handling complaints. Before any company sets about 

solving the complaints of customers, it must ensure that it has the support of all the staff 

including those who do not even have a direct dealing with the customer. This is to ensure 

that the corporate approach to solving the complaints of customers is embedded in the 

corporate culture of the organization so that all the staff will be thinking of the customer in 

the same way (Dei-Tumi, 2005). 

Another way is to draw up a complaint form. This form should be a very simple but standard 

form for recording complaints. It should aim at gathering information such as receipt details. 

It should include details such as the complaint received, the person and the department which 

received it. It also takes the customer’s details such as the name, address, telephone, fax or 

electronic mail.  It should record the nature of complaints, expectation or desire of customer 

and data requiring solution and finally state the action (to be) taken to deal with the complaint 

being reported by the aggrieved customer (Dei-Tumi, 2005). 

Moreover employees must ensure that the complaints are assessed correctly. The employee 

should see any complaint he/she receives as another chance to satisfy and retain the customer. 

In so doing the staff should empathize with the customer. In this way, the staff should be 

courteous and share the customer’s feeling. Once this is done, the staff who received the 

complaint should take action immediately by consulting with the next supervisor if the 

complaint is above him or her to decide on the next action to take (Dei-Tumi, 2005). 
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The employees must establish ownership and responsibility. The employees should be 

empowered to take appropriate action if the complaint is clearly justified, falls within their 

jurisdiction and can be rectified immediately. If the complaint cannot be resolved right away, 

full details should be taken and passed on to the relevant area or level of responsibility. The 

customer should be informed of the officer dealing with his/her complaint and should not just 

be passed on from one staff to the other to frustrate him or her. There should be an assurance 

that the reply is forthcoming as soon as possible and certainly within a specified time (Dei-

Tumi, 2005). 

Problem resolution is not a time for negotiation with the customer who has a genuine 

grievance and who should perhaps be compensated generously. The appropriate action should 

be taken if the level of seriousness has been ascertained and the relevant facts correctly 

assessed. If the complaints of the customer are not resolved at the right time, the customer 

should be given progressive updates at regular agreed intervals (Dei-Tumi, 2005). 

Again, employees must ensure complaint form has been signed off. When the problem has 

been resolved to meet the satisfaction of the customer, the staff contacted or the supervisor 

should sign off the complaint form. On the other hand, if it happens that, resolution does not 

meet the satisfaction of the customer or the customer is asking for something which is 

unreasonable or clearly beyond the reach of the company to deliver, it may be appropriate to 

reaffirm the steps that can be taken by the company and state that a report will be passed on 

to senior management (Dei-Tumi, 2005).  After dealing with the complaint, the staff should 

find out whether any system, equipment or personnel-related improvement needs tackling. 

Internal process improvements or training equipment should also be dealt with as soon as 

possible after the complaint has been heard (Dei-Tumi, 2005). 

The organization must also put in place customer satisfaction checks. After an appropriate 

interval, say two weeks, the organization should get in touch with the customer to confirm 
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that the complaint has been satisfactorily resolved and to ensure that the organization still has 

the customer (Dei-Tumi, 2005). 

2.10.8 Customer Service Programme 

Customer service programme process goes beyond just reacting effectively to customer 

complaints. A proactive strategy of building an ongoing relationship with the customer is 

advocated. This process involves the entire service team, identifying and solving customer 

related problems. There is the need for an effective plan translated into programmes and 

projects to deal with customer service. The planning process should help to meet customer 

needs more effectively (Dei-Tumi, 2005). 

Quality customer service programmes can be discussed under three main elements. These 

elements will help clarify analysis and act as the basis for activities designed to improve 

lifetime customer value (Dei-Tumi, 2005). The organization must analyze the characteristics 

of the service they render to their customers. The analysis of the nature of the service 

provided to the customer allows the organization to appreciate how the services are seen by 

the customers. In any customer service interaction, the perception of the customer is the key 

to the company’s ability to ensuring that they are satisfied beyond expectation. There is 

however the need to determine the true characteristics of service standards. These are clear, 

concise, observable and realistic service standards and targets towards which all employees 

can focus their effort and strive for excellence. This will eliminate any form of doubt about 

what customers expect and a valuable management tool for recruiting profile, job 

descriptions and appropriate decisions to control the service image (Dei-Tumi, 2005). 

Customer service should be considered by the organization whether it is more people-focused 

or more oriented towards things and money. Customer service is also about relationship; 

building relationship with the customer beyond the exchange of goods and services. 

Customer service programmes should involve the training of staff to ensure that people are 
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put first in all service transactions as well as conducting customer research on regular basis. 

To understand the true characteristics of service standards and customer value proposition on 

which the business model is based, it will be necessary to establish the design of service 

system and the operation of the business to ensure that all employees within the organization 

operate by those standards (Dei-Tumi, 2005). 

The organization must develop a customer-friendly attitude. The third party of any effective 

customer service delivery programme is the relationship that exists between the organization 

and the customer after service or the interaction. The kind of impression the customer has 

about the organization after the service; the attitude of employees towards the customer and 

the perception about customers as an important part of the job, develop a genuine customer-

friendly attitude which ensures that the customer stay loyal to the organization. Body 

language and expressions, facial expression, tone of voice and gestures are also very 

important in a customer service interaction. Developing a customer-friendly attitude in any 

customer service interaction is very critical to customer retention (Dei-Tumi, 2005). 

The Chartered Institute of Marketers (1997) has outlined some conditions that should be met 

if customer satisfaction programme are to work. These conditions are related to the staff, the 

programme and the management. The staff must be clear about the programme and 

sufficiently resourced to carry out their roles. Secondly, the programme must provide clear 

benefits for staff, be re-enforced by top management; effective implementation, clear 

priorities as well as sanctions and rewards. Finally, management must be provided with 

regular and appropriate information about the progress and effectiveness of staff’s 

performance. 

2.10.9 Measurement Systems for Monitoring Quality Service 

Once quality customer service image has been created, the organization must maintain it. 

According to Martin (1991), an effective way to maintain the service image is to develop a 
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system to monitor the performance of customer service team. Martin (1991) has suggested 

that service audit, employee feedback system and customer feedback system can be used to 

check up on the quality of the service rendered by the service team in any measurement 

system. 

A service audit is a structured format for determining on a regular basis how services delivery 

system is functioning. It establishes a way of measuring the success of service delivery and 

helps the manager or service auditor when reviewing the service operation on regular basis. It 

involves observation, examination, and scrutiny of each service step and function (Martin, 

1991). 

An employee feedback system is an organized way of noting employee job performance 

behavior and discussing that information with the employee. It is a system whereby managers 

and employees can mutually check on the quality level of customer service as performed by 

the employee (Martin, 1991).  

A customer feedback system is an organized and deliberate way of finding out what 

customers think about the job done. It should be planned and organized with the intention of 

optimizing customer information flow into the organization. The voice of the customer must 

be feedback to all who come into contact with the external customer on a very personal basis. 

The most probable customer contact points are marketing, product engineering (technical 

solution to customer problems), sales, delivery, administration, and after-sales service 

(Martin, 1991). 

For each of these contact points, a series of measurements needs to be developed to evaluate 

the contact from the external customer’s standpoint. In addition, data needs to be collected on 

the total customer experience with respect to overall satisfaction, and how well the 

organization understands the customer’s business and their problems, among others (Martin, 

1991). 
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Monitoring studies are designed to collect and analyze current trends. They are keys to the 

continuous improvement process. They seek to measure the ultimate success or failure of the 

organization’s change process. Typical data sources include customer surveys, lost-customer 

studies, complaint analysis, benchmarking and field reports (Martin, 1991). 

Measurement systems should include a set of core questions that are used year after year and 

special operational issues that reflect the present data requirements. Data is collected using 

personal contact, mail surveys, phone surveys, benchmarking, data services firms, etc. These 

are used to develop customer satisfaction measurements (Martin, 1991). 
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CHAPTER THREE 

                                      RESEARCH METHODOLOGY 

 

            

                                      Figure 3.1 Outline of Chapter three  

3.1 Introduction 

This chapter pays attention to the methodology used for this study by providing the 

conceptual framework based on the literature review. This chapter will explain key factors, 
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variables and the relationship among theories used. It also gives details on the population, 

sample and sampling procedures and the instruments used in collecting data for the study. 

Data collection procedures and analysis are also discussed. Toward the end of the chapter, 

issues on content, validity and reliability will be discussed. 

3.2 Methodology 

Robson (2002) defines case study as “a strategy for doing research which involves an 

empirical investigation of a particular contemporary phenomenon within its real life context 

using multiple sources of evidence”. Yin (2003) also highlights the importance of context, 

adding that, within a case study the boundaries between the phenomena being studied are not 

clearly evident. This is the complete opposite of the experimental strategy where although the 

research is undertaken in context, the ability to explore understanding in this context is 

limited by the number of variables for which data can be collected. 

 The case study method is of particular interest if one wish to gain a rich understanding of the 

context of the research and the processes being enacted (Morris & Wood, 1991). The case 

study strategy also has the considerable ability to generate answers to the question why? 

What? or How?, although What and How questions tend to be more, the concern of the 

survey strategy. For this reason, the case study strategy is most often used in explanatory and 

exploratory research.  

Our purpose therefore in this research is to explore and give explanation to the research 

questions posed.  

(1) What products/services does NIB offer its customers? 

(2) What factors bring satisfaction to customers of NIB, Kumasi? 

(3) How can customer satisfaction be assessed at NIB Kumasi? 

(4) What is the overall customer satisfaction with service delivery at NIB Kumasi? 
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 (5)Which dimensions of service quality are important to customers of NIB Kumasi, in 

relation to customer satisfaction? 

(6) How can service delivery be improved at NIB Kumasi? 

Yin (2003) again distinguishes between four case study strategies based on discrete 

dimensions–single versus multiple case studies; holistic versus embedded case study.  

A single case is often used where it represents a critical case or alternatively an extreme or 

unique case. Conversely, a single case may be selected because it is typical or because it 

provides one with an opportunity to observe and analyze a phenomenon that few have 

considered before. Inevitably, an important aspect of using a single case is defining the actual 

case. For many part-time students, this is the organization for which they work.  

A case study strategy can also incorporate multiple cases that are more than one case. The 

rationale for using multiple cases focuses upon the need to establish whether the findings of 

the first occur in other cases and as a consequence, the need to generalize from these findings. 

For these reasons, Yin (2003) argues that multiple case studies may be preferable to a single 

case study and that where you choose to use a single case study you will need to have a 

strong justification for this choice. Yin’s second dimension, holistic vrs embedded, refers to 

the unit of analysis. For example, you may well have chosen an organization by which you 

have been employed or are currently employed as your case. If your research is concerned 

only with the organization as a whole then you are treating the organization as a holistic case 

study. Conversely, even though you are researching and are concerned with a single 

organization as a whole, if you wish to examine also a number of logical sub-units within the 

organization, perhaps department or work groups, then your case will inevitably involve more 

than one unit of analysis. Whatever way you select these units, this will be called an 

embedded case study. 
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Single case study has been preferred in this study because the researchers are part time 

students and also, NIB Kumasi represents a critical case for our study. The choice of the two 

branches of National Investment Bank in Kumasi being denoted in this study as NIB Kumasi 

seeks to achieve this objective. 

3.3 Research Design 

Research design may be perceived from five perspectives: Research Purpose, Philosophy, 

and Approach, Design and Time horizon (Saunder et al., 2000). 

According to Malhotra and Birks (2007), a research design is a frame work or blueprint for 

conducting a research. It details all the necessary information needed to structure and solve 

the research problems. Even though a broad approach to the problem has already been 

developed, the research designs specify the details. The research design is the foundation on 

which the research project is built. A good research design seeks to ensure that the research 

project is conducted effectively and efficiently.  

A good research design involves the following components (Malhotra and Birks, 2007): 

1. Define the information needed 

2. Decide whether the overall design is to be exploratory, descriptive or causal. 

3. Design the sequence of techniques of understanding and or measurement. 

4. Construct and pretest an appropriate form for data collection or questionnaire 

5. Specify the qualitative and or quantitative sampling process and sample size 

6. Develop a plan of qualitative and or quantitative data analysis 

According to Malhotra and Birks (2007), in formulating a research design, the researcher has 

to balance the perspective of the project and target respondents.   

The information needed in the research was to assess and analyze service quality and 

customer satisfaction at NIB Kumasi so the framework of the study was based on the 
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SERVQUAL model developed by Parasuraman et al (1985). This measures the difference 

between customers’ expectation of a service and their perception after the service encounter. 

The overall design of the research is both exploratory and explanatory because it is a case 

study of two branches of a National Investment Bank denoted as NIB Kumasi, which seeks to 

find out the level of service quality and customer satisfaction using SERVQUAL dimensions 

and explain the relationship among variables being enacted. The case study method is of 

particular interest if one wish to gain a rich understanding of the context of the research and 

the processes being enacted (Morris & Wood, 1991). Our purpose therefore in this research is 

to explore and give explanation to the research questions posed. 

The researchers used the survey method. This method was used because it provided the 

researchers with the desired data. The questionnaire related to service quality elements such 

as efficiency, reliability, responsiveness, courtesy, professionalism and attitude of staff 

towards customers among others. 

3.3.1 Population, Sample and Sampling Procedures  

The population for the study consisted of individuals and Private Enterprises customers of the 

bank who transact very active business at Kumasi Main and Kumasi Central branches 

denoted in this research as NIB Kumasi. The operational definition of private enterprise in 

this document means owner-managed businesses. The research focused on individuals and 

Private Enterprises because they form a critical mass of the bank’s business. They also 

contribute about 80% of the branches total deposit base. 

The sample for the study was made up of eighty (80) customers. The questionnaires were to 

be delivered to individual customers and managers of business enterprise by hand to get a 

good response rate. These customers were geographically accessible and the number was 

quite adequate representative of the population for the intended study. The simple random 

sampling (SRS) method was used to select 80 customers within the individual and Private 
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Enterprise segment of customers from the two branches. The overall response rate achieved 

in the study was 82.5 %.  

The SRS is a probability sampling technique in which each element has a known and equal 

probability of selection. Every element is selected independently of every other element and 

the sample is drawn by a random procedure from a sampling frame. A collection of 400 

statements in respect of very active accounts for the first quarter 2011 from both branches 

were identified. These statements were to be dispatched to individuals and managers of 

Private Enterprises. Out these, 20% (i.e. 80 envelopes containing customers’ statements) 

were randomly selected.   

3.4 Research Frame Work 

Since SERVQUAL has been well accepted and tested in measuring service quality across 

industries and even widely applied in the banking sector, we decided to use the SERVQUAL 

dimensions to measure the level of service provided by NIB Kumasi (Babakus and Boller, 

1992; Carman, 1990; Crompton and Mackay, 1989; Cronin and Tailor, 1992; Johnson et al; 

1988; Webster, 1989; Woodside et al; 1989). To this end, all the original 22 service quality 

item ‘as is’ propounded by Parasuraman et al; were used. To test the validity of the 

SERVQUAL items, in the context of NIB Kumasi, we conducted   in-depth interviews with 

five individual and five managers of private enterprises doing business with the Bank. They 

were asked to give some qualities of an excellent bank. Then we compared their responses 

with the twenty-two original items of SERVQUAL by PBZ (1985). We found out that most 

of the qualities derived from the interview were captured in the questionnaire. We again gave 

the questionnaire to them to study if the items could measure service quality of a bank. Then 

finally we gave them the opportunity to add to the list or subtract those they think are 

irrelevant. The response from all the ten (10) interviewed customers were that they had 
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nothing to add or remove from the list of the original 22 items by PBZ since it could 

objectively measure the service quality of a bank. However very few were of the opinion that 

neat appearing of staff could not be an issue of quality since people in the formal sector are 

by convention mandated to dress neatly. 

3.4.1 Research Instruments  

Questionnaire  

Questionnaires were administered by the researchers to the individual customers and 

managers of private enterprises. Questionnaires containing the original 22 items by 

Parasuraman et al; were used for the customers. The 22 items in the questionnaire were 

distributed among five service quality dimensions and customer satisfaction variables; 

reliability, responsiveness, assurance, empathy and tangibles. All items were coded on a 

Likert-style rating scale of 1-10 ranging from absolutely don’t agree to absolutely agree. 

Reliability measures of the dimensions were checked by Cronbach’s alpha (Cronbach, 1951). 

Cronbach alpha of 0.8447 and 0.8557 for two components have been found confirming their 

reliability. 

Questionnaire was used for the study because the researchers required appropriate answers to 

specific and standard questions that answer the research questions. The data obtained were 

consistent because the responses were limited to alternatives stated. The use of fixed-

response questions reduces variability in results. Finally, the use of questionnaire gave the 

convenience to busy individual customers and managers of various enterprises to complete 

them during their leisure time. A weakness in the use of questionnaire was that it did not 

allow for respondents to probe for much details or explanations of some questionnaire items. 

It did not also give respondents the flexibility to make suggestion or contribution to service 

improvement. 
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Interview 

Ten (10) customers; comprising five (5) individuals and 5 managers of private enterprises 

were interviewed. The purpose of the interview is to pre-test for the sake of further 

clarification on wording of the statement in the questionnaire before the actual field work was 

conducted. The key criterion was that interviewees were regular individual account holders 

and managers of business enterprises. In order to minimize interviewers’ bias, each 

respondent had received a letter explaining the purpose of the survey. All respondent were 

interviewed by the researchers with the same questions in the interview guide. Most of the 

response to the interview question of the quality of an excellent bank were in the negative. 

For example one interviewee said an excellent bank should not delay customers. This was 

refined as NIB is serving you quickly to enable researches reduce biases in response to 

questionnaire. All the items in the questionnaire were positively worded to circumvent 

possible biases. The only issue was the neat appearance of staff which some interviewees 

found it difficult to come into terms with its relationship to service quality and customer 

satisfaction. They contend that bank staffs are motivated to dress neatly by their condition of 

service. 

3.5 Data Collection Procedures 

There are two main approaches to gathering information about a situation, person, problem or 

phenomenon. Sometimes, information required is already available and needs only to be 

extracted (secondary data). 

Another form is where data is collected specifically for the research project being undertaken 

(primary data). Based on these broad approaches to information gathering, data are 

categorized as secondary and primary data.  
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 Secondary data is collected from secondary sources such as government publication, 

personal records, census (Ramjet Kumar 1996) and primary data are collected through 

observation, interviews and or questionnaire (Hair et al., 2003). According to Creswell 

(2003), data collection procedure in qualitative research involves four basic types: 

observations, Interviews, Documents and audiovisual materials. 

Data was collected using a questionnaire and interview guide. The questionnaires were 

distributed to the respondents’ one week for completion before the researchers collected 

them.  

The researchers conducted structured interviews with 10 respondents on a one-on-one basis 

for pilot testing of the relevance of items in the questionnaire. After endorsement of the items 

the questionnaires were administered based on SERVQUAL scale ‘as is’. 

3.6 Data Analysis 

Data analysis begins after collecting the relevant information that will assist in answering the 

research questions. In data analysis, summary and rearrangement of data and other 

interrelated activities are performed (Zikmund, 2000). The data collected was analyzed using 

frequency counts.  

According to Miles & Huberman (1994), qualitative data analysis consists of some flows of 

activity: 
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                                                        Data Assembly 

                                                                   ↓ 

                                                        Data Reduction 

                                                                   ↓ 

                                                        Data Display 

                                                                   ↓ 

                                                        Data Verification 

                             

Figure 3.2- Stages of qualitative data analysis. 

3.7 Data Assembly                                                                                                                                                                                                                                                            

Data assembly means gathering data from various sources. These would include: 

• Notes during and after interview. 

• Theoretical support- from secondary data, intelligence or literature sources. 

• Documents produced or sources from participants. 

• Photographs, drawings, diagrams- i.e. still visual images. 

• Audio recordings and transcript of those recordings. 

Data for the research was assembled from the questionnaire   administered and interviews 

conducted.  

3.8 Data Reduction. 

Data reduction is the process of selecting, focusing, simplifying, abstracting and transforming 

the collected data. There are several ways to reduce and transform qualitative data: through 

selection, summary or paraphrase, and also being subsumed in a larger pattern and so on. 

Data reduction is a form of analysis that shapes, sorts, focuses, discards and organizes data 
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which helps to draw and verify final conclusion (Miles & Huberman, 1994). The data 

reduction processes used in this research was sorting and frequency counts. 

3.9 Data Display 

This involves summarizing and presenting the structure that is seen in the collected 

qualitative data. It is an organized, compressed assembly of information that permits 

conclusion drawing and actions. The most frequent form of display for qualitative data in the 

past has been extended text. Such approach was cumbersome, dispersed and sequential, 

poorly structured and extremely bulky. This problem was resolve in this research document 

by the use of matrices, graphs and charts. 

3.10 Drawing Conclusions /Verification 

Conclusion drawing and verification constitute another activity in data analysis where the 

researcher has to give meaning to data based on regularity of things, patterns, explanations, 

possible configurations, causal flows and propositions. 

These stages have been followed in this thesis. After collecting the data, we organized them 

for every case based on the variable that has been selected from the literature review and 

research questions. 

Subsequently, we conducted an analysis to compare the customers’ responses to the tested 

quality items. 

3.11 Validity and Reliability 

In order to reduce the possibility of getting the answer wrong, attention was paid on two 

particular research design: reliability and validity (Saunders et al., 2003). 
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 Validity 

Validity is concerned with whether the findings are really about what they appear to be 

(Saunders et al, 2003). Validity is defined as the extent to which data collection method or 

methods accurately measure what they are intended to measure (Saunder et al., 2003). Yin 

(2003) states, “no single source has a complete advantage over all others”. The different 

sources are highly complementary, and a good case study should use as many sources as 

possible. The validity of scientific study increases by using various sources of evidence (Yin, 

2003). The following prudent and different steps were taken to ensure the validity of the 

study: 

• Data was collected using SERVQUAL ‘as is’ with closed-ended questions 

• Data was collected from reliable and credible individuals and business      customers 

who operated regular and active accounts. 

• Interview questions were made based on literature review and frame of reference to 

validate the results. 

• Questionnaire was pre-tested on 10 customers. 

• Data was collected over 4 weeks limiting the chances that major events can change 

the results. 

 

 Reliability   

According to Saunder et al., (2003), reliability refers to the degree to which data collection 

methods or methods will yield consistent findings, similar observations would be made or 

conclusions reached by other researches or  transparency in how sense is made from collected 

data. 

Reliability can be assessed by the following three questions (Easterby-Smith et al., 2002): 

• Will the measures yield the same results on other occasions? 
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• Will similar observation be reached by other observers? 

• Is there transparency in how sense was made from the raw data? 

   A lot of steps were taken to ensure reliability of the study: 

• Two interviewers were present during the whole interview process. 

• The same type of question was used during all these sessions in order to increase 

the reliability. 

• The theories that have been selected for the study was clearly described and 

research questions formulated based on previous theory. 

• Data has been collected based on the frame of reference that was drawn from the 

discussed theories. The objective is to make sure that if another investigator will 

follow the same procedure and use the same case study objects, similar conclusion 

would be made. 
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CHAPTER FOUR:  

 DATA DESCRIPTION, PRESENTATION, ANALYSIS AND 

RESULTS 

                                                         

 

Figure 4.1 Outlines for Chapter Four 

 

4.1 Introduction  

The study sought to assess and analyze service quality and customer satisfaction at National 

Investment Bank (NIB), Kumasi, using the SERVQUAL model. In Chapter Three the 

methodology employed in the study was described. This chapter presents and analyzes the 

primary data collected from the survey of 66 customers of NIB in Kumasi, using 
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questionnaire and interview guide as the research instruments. The presentation begins with 

the profile of the respondents. The demographic data was used find out if people respond 

differently to SERVQUAL items with respect to differences in gender, age, educational 

background, marital status and customer type. This is followed by the assessment of service 

quality at NIB and the results of Factor Analysis.  

4.2 Profile of Respondents 

4.2.1 Gender of Respondents  

Out of the 66 respondents for the study, 43 were male whilst 23 were female. It is obvious 

that the data was bias towards male. Even though the focus of the study is to measure service 

quality which has no gender consideration, males and females gave different answers 

especially on ‘NIB has employees who give personal attention (22) and NIB personnel is 

serving you quickly and efficiently (1)’. This calls for gender consideration in serving 

customers. Whilst most of the males thought they received the needed personal attention and 

that they were being served quickly and efficiently, majority of the female thought otherwise. 

The absolute score for Males on item 22 was 374 and average score of 8.7 whilst that for 

female was 154 and 6.7 respectively. On item 1 in the questionnaire the absolute score for 

male and female were 310 and 155 with an average score of 7.21 and 6.74 respectively.  

Table 4.1 below shows the gender composition. 

 

 

43 65.2 65.2 65.2
23 34.8 34.8 100.0 

 
66 100.0 100.0 

 

Male
Female 
Total

Valid 
Frequency Percent Valid Percent

Cumulative 
Percent
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                                           Table 4.1 Gender Distribution of Respondents  

                                                 Source: Authors’ Field Survey, 2010 

4.2.2 Age Distribution of Respondents 

The age distribution of respondents reported in Table 4.2 below shows that majority of the 

respondents fell within the age bracket of 26-33 years (36.4%). This is followed by 34-41 age 

brackets which represent 25.8 per cent of the total sample. Respondents who fell within 18-25 

age groups constituted 15.2 per cent of the sample. Respondents with ages between 42 and 49 

years formed 12.1 per cent of the study and 6.1 per cent of the study sample fell within 50-57 

age brackets.  The lowest age group in the sample was 58-65 age brackets. Respondents who 

fell within this bracket constituted only 4.5 per cent of the study sample.  One observable 

feature of the age distribution is that the study did not interview only one age group. People 

from different ages differ in their response especially on ATM accessibility and up-to date 

equipment. Majority of customers aged between18-41 were critical about ATM accessibility 

and up-to-date equipments whilst many customers between 42-49 and 50-57 were not critical 

about these elements. They were rather concern about personal attention and prompt service.  

 

Table 4.2 Age Distribution of Respondents 

Source: Authors’ Field Survey, 2010 

 

 

10 15.2 15.2 15.2

24 36.4 36.4 51.5

17 25.8 25.8 77.3

8 12.1 12.1 89.4

4 6.1 6.1 95.5

3 4.5 4.5 100.0

66 100.0 100.0

18-25 years

26-33 years

34-41 years

42-49 years

50-57 years

58-65 years

Total

Valid
Frequency Percent Valid Percent

Cumulative
Percent 
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 Chart 4.1 Age Distribution of Respondents in Percentages 

 

4.2.3 Marital Status of Respondents  

 
Table 4.3 shows majority of the respondents sampled were single. Singles constituted 48.5 

per cent of the study sample. This is followed by the married group which constituted 43.9 

per cent of the study population. 4.5 per cent of the respondents indicated they were in a 

long-term relationship whilst 1.5 percent indicated that they were divorced or widowed. Most 

of the married people thought they were not being addressed by their names especially the 

female. However, a high proportion of the singles quite agree they were addressed by their 

names. The divorced, those in long-term relationship and the widows were mostly indifferent.  
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                                                         Table 4.3 Marital Status of Respondents  

                                                         Source: Authors’ Field Survey, 2010 

 

 

Chart 4.2 Marital Statuses of Respondents in Percentages 

 

4.2.4 Educational Background of Respondents 

 

With the educational background, 30.3 percent of respondent said that they possessed 

HND/professional and first degree educational qualifications; 24.2 per cent 

 

29 43.9 43.9 43.9

32 48.5 48.5 92.4

3 4.5 4.5 97.0

1 1.5 1.5 98.5

1 1.5 1.5 100.0

66 100.0 100.0

Married 
Single

Long-term relationship

Divorced

Widow 
Total

Valid 
Frequency Percent Valid Percent

Cumulative 
Percent 
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secondary/technical education; 10.6 school dropout; and 4.5 per cent postgraduate education.  

Education is important in the assessment of quality because education provides light for 

correct appreciation of every service situation. Therefore, majority of the respondents being 

educated to the tertiary level adds some impetus to the quality of the data gathered for the 

study.  Table 4.4 displays the educational background of the respondents. The highly 

educated customers (degree-post graduate) seem to be giving preferential treatment over the 

others. Whilst quite a great number of highly educated customers were almost in absolute 

agreement that they were being giving personalized attention, served quickly and efficiently 

and also had their transactions handled accurately, only a small proportion of the middle and 

lowly educated customers were in agreement.   

 

Table 4.4 Educational Background of Respondents 

Source: Authors’ Field Survey, 2010 

 

 

7 10.6 10.6 10.6 

16 24.2 24.2 34.8 

20 30.3 30.3 65.2 

20 30.3 30.3 95.5 
3 4.5 4.5 100.0

66 100.0 100.0

School drop out 
Secondary/technical 
Education 

Diploma/HND/Professional 
 

Degree
Post graduate education 
Total

Frequency Percent Valid Percent 
Cumulative

Percent
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 Chart 4.3 Educational Background of Respondents in percentages 

 

 

4.2.5 Duration of Business with NIB 

The length of time of being with a service provider is a sine qua non for objective assessment 

of its service quality. Therefore, to gauge the quality of data for the study the respondents 

were asked to indicate the length of time they had spent with NIB. The results indicate that 

43.9 per cent of the respondents had spent between 1-3 years with the bank; 33.3 per cent 3-5 

years; 12.1 per cent five years or higher; and 10.6 per cent less than one year. The distribution 

has been summarized in Table 4.5 and Chart 4.4 below: The only remarkable view on the 

element tested is that, a higher proportion customers who have stayed with the bank longer 

than five years absolutely agree that they received individual attention from staff and were 

also being served quickly.   
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Table 4.5- Length of Time of Saving with NIB 
 

   

 

Chart 4.4- Length of Time of Saving with NIB 
Author’s construct, 2010 

 

4.2.6 Customer Category and Type of Accounts  

The respondents were also asked to indicate the category of customer group they belonged to. 

Out of the 66 respondents, 77.3 per cent indicated that they belonged to the individual 

customer group whilst 22.7 per cent belonged to business customer group. The results are 

presented in Table 4.6 and Chart 4.5 below: Their views on the elements tested differ in the 

 

49  . 

33.3   

12.1   

10.6    
   

  

Duration 

1-3 years 

 3-5 years  

5years or above 

Less than 1 year 
 

 

 

Percentage  (%) 
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following ways: whilst  majority of the individual customer group thinks NIB understands 

their banking needs, many sole proprietors do not agree. Also whilst most individual 

customers agree in near absolute terms that they are addressed by their names, only a small 

percentage of business proprietors agreed to this.  

 

Table 4.6- Customer Group of Respondents 
Author’s construct, 2010 

 

 

Chart 4.5 Customer Group of Respondents in Percentages 

                                    

 

51 77.3 77.3 77.3
15 22.7 22.7 100.0
66 100.0 100.0

Individual customer
Business customer
Total

Valid 
Frequency Percent Valid Percent

Cumulative 
Percent 
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4.3 Measuring Service Quality of National Investment Bank  

• Demographic Results 

The results of the demography of respondents indicate the following pattern: the gender 

composition was 65.2 per cent for males and 34.8 for females. A greater proportion of the 

males indicated that they received personal attention from the bank and also enjoyed quick 

service but only a small proportion of the female greed to this. 

 The age distribution had majority of respondent falling within the age bracket of 26-33 

(36%) followed by 34-41 (25.8 %), then 18-25 (15.2 %), 42-49 (12.1%), 50-57 (6.1%) and 

finally, 58-65 (4.5%). Majority of customers in the youthful ages;  18-25, 26-33 and 34-41 

were critical about ATM accessibility and usage of up-to-date equipment for banking 

operations but most people in the matured age bracket from 42-49, 50-57 and 58-65 were 

concerned with personalized attention and prompt service. 

Marital composition was 48.5 per cent for single and 43.9 per cent were married. 4.5 per cent 

were in long-term relationship whilst 1.5 per cent was either divorced or widowed. Married 

customers varied with the single in terms of the convenient location of the bank. Majority of 

the married customers disagree that the bank is conveniently located but a greater proportion 

of customers who were single saw the location of the bank to be good. Those in long-term 

relationship, the divorced or widowed had a balanced view of the location. 

The educational background of respondents is made up as follows: 30.3 per cent are High 

National diploma (HND) /Professionals and First degree holders, 24.2 per cent have 

Secondary/Technical Education, 10% school dropout and 4.5 per cent post graduates. Results 

indicate that almost, the highly educated received quick and efficient service and also 

received personalized attention. It was also noticed that their transactions were handled 

accurately. Many customers who were not highly educated were not in total agreement. This 

implied that those on the upper ladder of education seem to receive preferential treatment. 
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The individual customer group comprises 77.3 per cent of the respondents. The remaining 

22.7 per cent is made up of business Proprietors group. Most Proprietors of businesses think 

that the bank does not understand their business needs. Again, majority of them are also 

totally not in agreement that they are addressed by their personal names. Majority of personal 

customers hold the opposite view. Apart from these differences they have common view on 

other services   offered. 

 The length of time of doing business with NIB was also analyzed. 43.9 per cent of the 

customers had spent between 1-3 years with the Bank, 33.3 per cent 3-5 years, 12.1 per cent 5 

or higher and 10.6 per cent less than 1 year. A high proportion of customers, who have 

operated for 3-5 years and 5 years or more, remarkably agree that they received personalized 

and individualized attention from employees of the Bank. They also agreed in near absolute 

terms that they were being served quickly and efficiently. Most customers between 1-3 years 

and less than 1 year agreed in near absolute terms that the location of the Bank is good. 

 

• Advance Statistics  Analysis 

The purpose of the advance statistics is to analyze and interpret the results of the tested 

SERVQUAL items as is. To do this, various matrices were used to establish sample adequacy 

and communalities. Rotated component matrix was to remove complex structure where one 

variable has high loading or correlations. Factor analysis was to establish sampling adequacy. 

The study sought to measure how customers of National Investment Bank (NIB) in Kumasi 

measured the service quality of the bank. Questionnaires were designed to measure the five 

dimensions of service quality as proposed by Parasuraman et al., (1985 and 1988).   

According to Parasuraman et al, (1988) service quality is a function of pre-purchase customer 

expectation, perceived process quality and perceived output quality. They define quality as a 

gap between customers’ expectation of service and their perception of the service experience 
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(moments of truth) ultimately deriving the standard SERVQUAL multiple survey instrument 

(Parasuraman et al., 1988). Parasuraman et al (1988)’s SERVQUAL model breaks down the 

notion of service quality into five constructs as follows: tangibles, reliability, responsiveness, 

assurance and empathy. The tangibles are physical facilities, equipment and appearance of 

personnel. Reliability refers to the ability to perform the promised service dependably and 

accurately. Responsiveness is the willingness to help customers and provide prompt and 

accurate services. Assurance is the knowledge and courtesy of employees and their ability to 

inspire trust and confidence; it includes competence, credibility and security. Empathy is the 

caring and personalized attention that the firm provides to its customers. It includes access, 

communication and understanding the customer.  

In line with good practices suggested by Parasuraman et al. (1988); Dabholkar et al. (1996); 

and Fabrigar et al. (1999), exploration of the underlying structure of the data was carried out 

through Data Reduction Method. The descriptive statistics are presented in Table 4.8. Factor 

analysis requires that the Kaiser-Meyer-Olkin Measure of Sampling Adequacy (MSA) be 

greater than 0.50 for each individual variable as well as the set of variables.  On iteration 1, 

all of the conditions of Factor analysis were satisfied except complex structure condition. 

Three variables demonstrated complex structure in the Rotated Component Matrix which 

called for their removal. Complex structure occurs when one variable has high loadings or 

correlations (0.40 or greater) on more than one component. Thus, if a variable had loadings of 

0.40 or greater on more than one component, it was removed from the analysis. On iteration 

2, all of the conditions were met except that some variables demonstrated complex structure 

which called for their removal.  Iteration 3 produced results that satisfied the conditions set 

for Principal Component Analysis (PCA). Eventually, 9 variables were retained for the 

analysis after iterations 1, 2 and 3. As demonstrated in Anti-image correlation in Appendix I, 

the MSA for all of the individual variables included in the analysis was greater than 0.5, 
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supporting their retention in the analysis. Factor analysis requires that the probability 

associated with Bartlett's Test of Sphericity be less than the level of significance. The Bartlett 

test of sphericity (χ2 = 288.985; df = 36; sig. 0.000) and the Kaiser- Meyer-Olkin measure of 

sampling adequacy index of 0.885 presented in Table 4.9 confirmed the appropriateness of 

the data for factor analysis. The criterion for retaining a variable in the analysis was that all 

eigenvalues greater than 1 should be retained. Using the output from iteration 3, there were 2 

eigenvalues greater than 1. The Scree Plot labeled as Figure 4.2 below corroborates the 

retention of 2 components. In addition, the cumulative proportion of variance criterion of 

60% or more can be met with 3 components. Table 4.10 demonstrates that a 2-component 

solution would explain 66.944% of the total variance. Varimax factor rotation method as 

suggested by Hair et al. (1998) was employed. Varimax factor rotation was applied to the 

components using the minimum eigenvalue of one as the criterion to control the number of 

factors extracted. The extracted factors were used as scales for measuring the different 

components of customers’ perception toward service quality of NIB. The solution presented 

in Table 4.10 suggests that all the statements meet the communality criterion, and the 

loadings associated with all the statements were above the 0.5 specified criterions.  
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Descriptive Statistics

7.83 1.535 66 0

8.02 1.430 66 0

7.68 1.675 66 0

7.47 1.858 66 0

7.45 1.923 66 0

7.67 1.800 66 0

7.17 1.623 66 0

8.48 1.438 66 0

7.59 1.921 66 0

NIB has your best
interests at heart

You receive individual
attention from the staff of
NIB

You feel secure doing
business here

NIB understands your
banking needs

NIB is handling your
transaction accurately

NIB provides friendly and
caring service

NIB ensures effective
problem solution

Employees of NIB are
neat-appearing

Materials are associated
with the service

Mean Std. Deviation Analysis N Missing N

 
 
 
                                        Table 4.7: Descriptive Statistics of Respondents  

           Source: Authors’ Field Survey, 2010 

 
 

KMO and Bartlett's Test

.885

288.985

36

.000

Kaiser-Meyer-Olkin Measure of Sampling
Adequacy.

Approx. Chi-Square

df

Sig.

Bartlett's Test of
Sphericity

 
 
 
 
                                                   Table 4.8: KMO and Bartlett's Test 
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Total Variance Explained

5.273 40.559 40.559 5.273 40.559 40.559 3.951 30.394 30.394

1.852 14.244 54.803 1.852 14.244 54.803 2.607 20.055 50.449

1.091 8.393 63.196 1.091 8.393 63.196 1.657 12.748 63.196

.925 7.116 70.312

.725 5.578 75.890

.596 4.584 80.474

.502 3.858 84.332

.467 3.592 87.924

.430 3.307 91.232

.366 2.813 94.045

.339 2.607 96.652

.232 1.783 98.435

.203 1.565 100.000

C
o
m
po
ne1

2

3

4

5

6

7

8

9

10

11

12

13

Total
% of

Variance
Cumulativ

e % Total
% of

Variance
Cumulativ

e % Total
% of

Variance
Cumulativ

e %

Initial Eigenvalues
Extraction Sums of Squared

Loadings
Rotation Sums of Squared

Loadings

Extraction Method: Principal Component Analysis.

 Table 4.9: Extraction Method: Principal Component Analysis 
Source: Authors’ Field Survey, 2010 
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                                        Figure 4.2: Scree Plot 

                  Source: Authors’ Field 2010   

 

Communalities represent the proportion of the variance in the original variables that is 

accounted for by the factor solution.  The factor solution should explain at least half of each 
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original variable's variance, so the communality value for each variable should be 0.50 or 

higher. Table 4.3.6 shows that the communality value of each of the variables is higher than 

0.50.  

Communalities

1.000 .704

1.000 .697

1.000 .674

1.000 .670

1.000 .704

1.000 .588

1.000 .508

1.000 .816

1.000 .663

NIB has your best
interests at heart

You receive individual
attention from the staff of
NIB

You feel secure doing
business here

NIB understands your
banking needs

NIB is handling your
transaction accurately

NIB provides friendly and
caring service

NIB ensures effective
problem solution

Employees of NIB are
neat-appearing

Materials are associated
with the service

Initial Extraction

Extraction Method: Principal Component Analysis.
 

                                       Table 4.10: Communalities 

   Source: Authors’ Field Survey, 2010 

 
Critical inspection of the Rotated Component Matrix presented as Table 4.11 below reveals 

that component 1 represents empathy dimension of the Parasuraman et al (1988)’s The 

reliability of each component has been tested using Cronbach alpha. Cronbach alpha of 

0.8447 and 0.8557 for the two components have been found confirming their reliability. 

Therefore, empathy, tangibles and assurance are the most important service quality 

dimensions to the customers of NIB Kumasi. This finding serves as an insight for bank 

managers who are involved in retail bank marketing and strategic decisions in Ghana. More 

specifically, the results could be useful for managers who are in charge of bank marketing. 

Bank managers and advertising executives may assess the constructs and adapt them as the 

basis for relationship marketing, retail marketing, advertising, and other marketing 
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communication tactics by pursuing change in attitude and retail bank service provision. Bank 

managers could pursue all or any of the three constructs as benchmarks in their current and/or 

future marketing deliberations. More specifically, bank managers and advertising executives 

in Ghana may use the factors/strategies put forward in this investigation in the above-the-line 

advertising tactics (e.g., television, print, radio, billboards, and the Internet), below-the-line 

advertising tactics (pamphlets, leaflets, brochures, and point of sales), and public relations 

within the context of impacting target audiences’ perceptions and decision criteria about 

banks and bank offerings. Thus, managers may pursue these tactics to reflect in one way or 

another the location, situations, castings, lighting, style, décor, tone, and words and phrases 

used in each commercial on television, radio, and print advertisements or promotions 

(Blankson et al 2009).  

 

Rotated Component Matrix a

.800  

.779  

.756  

.732  

.616  

 .889

 .770

 .763

 .740

NIB has your best
interests at heart

You receive individual
attention from the staff of
NIB

NIB provides friendly and
caring service

NIB understands your
banking needs

NIB ensures effective
problem solution

Employees of NIB are
neat-appearing

NIB is handling your
transaction accurately

Materials are associated
with the service

You feel secure doing
business here

1 2

Component

Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization.

Rotation converged in 3 iterations.a. 
 

 
Table 4.11: Rotated Component Matrix 

Source: Authors’ Field Survey, 2010 
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CHAPTER FIVE  
 
 

SUMMARY OF FINDINGS, CONCLUSIONS AND 
RECOMMENDATIONS 

 
 
 

5.1 Introduction  

In Chapter Four of this report, data collected from the field were presented and analyzed. The 

analysis was done in two parts: analysis of the profiles of respondents and the analysis of the 

responses to questions posed to measure the service quality of NIB Kumasi. In this chapter, 

summary of the main findings of the study, conclusions derived from them and 

recommendations for enhancing service quality of the bank in particular and banks in Ghana 

in general are made.  

5.2 Summary of Findings  

Analysis of the data in Chapter Four reveals the following findings: 

• That the customers of NIB Kumasi are in two main categories: business customers 

and individual customers. The study focused on individuals and sole proprietors. 

• That empathy, tangibles and assurance are the important service quality dimensions to 

the customers of NIB Kumasi. 

• NIB has performed excellently in empathy, tangibles and assurance dimensions  of 

the service quality model  

• Most customers who are highly educated are given preferential treatment by staff 

• Majority of the youthful customers want electronic-based services like ATMs, e-

zwich etc 
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• A greater proportion of the aged customers want personalized attention just like 

majority of female individuals and managers of enterprises who want extra care and 

attention when accessing services from the bank. 

• Majority of Proprietors of business enterprises want to be addressed by their personal 

names and not the registered business name which they operate their account. 

5.3 Conclusions  

The above findings lead us to some conclusions. First, evidence supports in the conclusion 

that three dimensions of service quality are of much significance to the customers of NIB. 

These are empathy, tangibles and assurance. This finding adds validity to the SERVQUAL 

model and hints of its international applicability. It suggests that customers everywhere on 

the globe have the same or similar expectations from their clients. Indeed, globalization has 

made the world a global village rendering customers cosmopolitan in behavior.  

Second, the findings of the study underpin the conclusion that NIB has adopted the 

SERVQUAL model propounded by Parasuraman et al (1988) to communicate to its 

customers. Evidence abounds that the bank has excelled in three out of the five dimensions of 

service quality model that are important to the customers of the bank.  

Third, it can be argued that Parasuraman et al (1988)’s SERVQUAL model is supported in 

Ghana and that the model could be adopted by organizations in Ghana to deliver excellent 

customer service. 

 

  



  

100

 

5.4 Recommendations  

The above conclusions support some recommendations. Tangibility of banking service 

should continue to be a priority of NIB in particular, and all banks in Ghana, in general. 

Banking service is not seen, felt or touched before it is purchased. To make it attractive to 

customers, the benefits and features should be well communicated and packaged in a way 

that it will be acceptable to the market. Banks in Ghana should make their services tangible 

by packaging them nicely in order to make them appealing to their target markets.  Putting in 

place up-to-date equipment potentially adds to the tangibility of service. The use of 

Automated Teller Machine by banks in recent times has helped in this regard.  

Promptly and accurately responding to customer needs is a sine qua non for success in 

service organizations such as banks. The study has shown that customers of NIB Kumasi 

cherish this service dimension. By extension most bank customers in Ghana cherish this 

service dimension too. Thus, it is recommended that banks should put in place service 

strategies that are promptly and accurately responsive to the demands of customers. Doing 

this will not only contribute to customer retention but also attract new customers.  

Empathy (including access, communication, understanding the customer) which is caring and 

personalized attention that the firm provides to its customers has also been found to be 

important to customers of NIB Kumasi. It is therefore recommended that banks in Ghana that 

have not integrated this into their service strategies should do so since it will help them in 

their service delivery.  

Reliability which is the ability of a service provider to perform the promised service 

dependably and accurately has also been found to be of interest to customers of NIB Kumasi. 

This implies that bank customers in Ghana are interested in faithfulness in their relationships 

with their bankers. They expect their bankers to deliver on their promises. For example, if a 

bank promises that it will process every loan application within one week, customers of the 
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bank expect that when they put in applications for loans, their applications will be processed 

within one week as promised. Failure to do this without any justifiable reason will amount to 

unfaithfulness which may compel customers to abandon the bank. It is therefore 

recommended that banks in Ghana should embrace the concept of reliability by making sure 

that at all times the services they promise to deliver to their customers are delivered in the 

manner promised in their communications. This will help them attract and retain customers.  

Although, the study offers some insights into the dimensions of service quality that are of 

some consequence to customers of NIB Kumasi, it is recommended that future researchers 

should use the model to investigate other service organizations for more insights into the  

dimensions of service quality that attract the interest of most customers in Ghana.  

 

It was found in our research that there was a service need by highly educated customers of 

the bank. These segments of customers were given preferential treatment by the bank staff. 

This preferential service should be converted into a prestige product where such customers 

will pay a premium for such service which goes to increase the profitability of the bank.  

It was also identified that the youth are more interested in banks that offer variable electronic 

banking services. The bank should therefore expand its service portfolio by introducing more 

electronic and internet-based banking services to attract more youth to do business with the 

bank since they form the largest workforce in the nation. 

The research also revealed that most aged customers and women often demand special care 

and attention whenever they come to the bank. Special care unit should be established for the 

aged and also a place especially for lactating mothers to breastfeed their children whilst 

waiting to served. 
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APPENDIX II: CUSTOMER SERVICE QUESTIONNAIRE  

This questionnaire has been designed to collect data for academic purposes only. Any 
information provided will be treated with the strictest confidence it deserves. 
 

1 Gender Male  
1 

Female 
2 

 

2 Age range 18-25 
1 

26 -33 
2 

34-41 
3 

42-49 
4 

50-57 
5 

58-65 
6 

66+  
7 

 

3 Marital Status Married 
1 

Single 
2 

Long-term 
relationship 

3 
Divorced 

4 
Widow 

5 
 

4 
Highest educational 
qualification 

Left school 
before 

finishing 
1 

Secondary/ 
technical 
vocational 

2 

Diploma/HND
/ professional 

3 
Degree 

4 

Post-graduate 
degree 

5 
 

5 Type of customer at NIB bank Individual  
1 

Business  
2 

 

6 
Length of time of doing business with 
National Investment Bank (NIB) 

Less than 1 
year 

1 
1-3 years 

2 
3-5 years 

3 

Longer than 5 
years 

4 
 

7 
Please indicate the extent to which you agree with the following statements that evaluate the 
service you receive from the National Investment Bank. Please circle the appropriate rating. 

 Statements to evaluate 
Absolutely  
don’t agree 
 

Absolutely  
agree 

1 
NIB personnel is serving you quickly and 
efficiently  

1 2 3 4 5 6 7 8 9 10 

2 NIB is handling your transaction accurately  1 2 3 4 5 6 7 8 9 10 

3 NIB is dependable  1 2 3 4 5 6 7 8 9 10 

4 NIB provides clear explanation of their services  1 2 3 4 5 6 7 8 9 10 

5 NIB ensures effective problem solution    1 2 3 4 5 6 7 8 9 10 

6 NIB ensures error-free records  1 2 3 4 5 6 7 8 9 10 

7 NIB delivers on their promises in a timely manner   1 2 3 4 5 6 7 8 9 10 

8 NIB understands your banking needs  1 2 3 4 5 6 7 8 9 10 

9 NIB thanks you for your business  1 2 3 4 5 6 7 8 9 10 

10 You feel secure doing business here 1 2 3 4 5 6 7 8 9 10 

11 
NIB personnel greet and acknowledge you 
promptly   

1 2 3 4 5 6 7 8 9 10 

12 NIB personnel address you by name  1 2 3 4 5 6 7 8 9 10 

13 NIB provide friendly and caring service  1 2 3 4 5 6 7 8 9 10 

14 The bank is conveniently located 1 2 3 4 5 6 7 8 9 10 

15 NIB has up-to-date equipment  1 2 3 4 5 6 7 8 9 10 

16 ATM’s are accessible to you 1 2 3 4 5 6 7 8 9 10 

17 
Materials associated with the service (such as 
pamphlet) are visually nice  

1 2 3 4 5 6 7 8 9 10 

18 Employees of NIB are neat-appearing  1 2 3 4 5 6 7 8 9 10 

19 NIB has convenient operating hours 1 2 3 4 5 6 7 8 9 10 
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20 
You receive individual attention from the staff of 
NIB 

1 2 3 4 5 6 7 8 9 10 

21 NIB has your best interests at heart  1 2 3 4 5 6 7 8 9 10 

22 NIB has employees who give personal attention  1 2 3 4 5 6 7 8 9 10 

 
Thank you for your time in completing this questionnaire! 
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APPENDIX III 

INTERVIEW GUIDE 

Gender 

Age 

Profession 

Date 

How long have you been using the NIB brand? 

What are some of the qualities of an excellent Bank? 

Can you read through this 22 item questionnaire and determine whether they are 

important to you as a customer. 

Is there any other item you want to add or subtract? 

Can these 22 items measure the quality service of a bank? 

 

 

 

 

 

 

 

 

 

 

 

 


