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ABSTRACT

This study examined the relationship between service quality and
customer satisfaction in banking sector in Benin City, Edo State.
The study adopted the SERVQUAL model as the main framework
for analyzing service quality. Multiple regression analysis with the
aid of statistical package for social science (SPSS) vision 21 was
used to examine the relationships between service quality
variables and customer satisfaction. The sample size of four
hundred and twenty (420) was selected from the population of
study through convenience sampling technique. A structured
guestionnaire was used to collect the needed information from
the sampled respondents. Out of the 420 sample, only 292
usablequestionnaires were retrieved. The results of the study
showed that all service quality variables were good predictors of
customer satisfaction. Customer’s positive perception is an index
with exponential effects on the profitability and brand’s
acceptance value proposition. To drive this strategic core value,
this study provide an insight into how business and individual
performance indicators can utilize the performance management
tools, processes, procedure and people to close service gaps with
the aimto unlock the hearts, minds and purses of customers
through superior service/product that can exponentially optimize
productivity and profitability. The study recommends among
others that management should get rid of bureaucracy. Quality
should be seen as a way of life and all blockades should be
removed to en- sure a holistic approach in the manner intangible
service is delivered.
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1. INTRODUCTION

In today’s new normal in which competition is at an unpredictable speed like light, service
qguality and customer satisfaction are critical concepts that any service provider needs to
remain competitive and sustain growth. Quality service delivery and customer satisfaction are
the sword and shield of com- petition needed to fortify an organization to be better than the
best. The main goal of any organization be it Private or Public, Business to Customer (B2C) or
Business to Business (B2B) sectors of the economy is to create value through the performance
of the most valued asset (employees), either for profit or satisfaction to target customers
(Bahia & Nantel, 2000; Gilbert, 2006; Rahaman, Abdullah & Rahman, 2011). The essence of
existence of any organization is customer. The universal language to- day is customer-
centricity, that is, customer is the centre of the universe. Everything revolved around the
customer. To align with market currency, is to create a customer-centric organization rather
than a product or price-centric organization. According to Mitchell (2003), the potency of a
customer-centric principle comes from dedicating the entire organization and its focus to the
customer. One cannot become customer centric unless all parts of the organization
passionately embrace the customer.

The criticality of customer in goals accomplishment through quality service delivery in the
value chain is unequalled. Value is created when input materials, money, method, machinery,
manpower, and minutes (time) are efficiently transformed to generate output-products
(tangible) or services (intangible) to meet the customers expectation’s indices with the
elements such as quality, service, delivery, quick response, and reasonable cost (Azeez, 2013;
2015). Customer’s positive perception is an index with exponential effects on the profitability
and brand’s acceptance value proposition. To drive this strategic core value, this study
provides an insight into how business and individual performance indicators can utilize the
performance management tools, concepts, processes, procedure, and people to close service
gaps with the aim to unlock the hearts, minds, and purses of customers through superior
service/product that can exponentially optimize productivity and profitability.

The slogan ‘customer is king or as some will say, an emperor; provides one with everyday
lesson that those involved in the business of customer services have been accustomed to
learn and keep if their business is to remain in business. In the words of Jeff Bezos, CEO of
Amazon.com, “we see our customers as invited guests to a party, and we are the hosts. It’s
our job everyday to make every important aspect of the customer experience, a little bit
better”. There have been tremendous efforts by banking sector in Nigeria to improve the
service quality delivery. These attempts are in forms of provision of new facilities and
updating of existing ones, enhancement of the condition of service for employees and
engendering conducive business environment. These efforts have resulted to the
transformation of banking service delivery. Despite these laudable efforts, banking service
delivery in Nigeria has not produced the desired results in enhancing customer satisfaction
experiences. Customer dis- satisfaction are still common features among customers in
banking sector. Therefore, the need to strengthen and improve service delivery in banking
sector in developing economy through studies of this nature necessitated this present study.

2. LITERATURE REVIEW
2.1 Customer Satisfaction

Customer satisfaction is becoming one of the most essential objectives which any firm
seeking for long-term relationship with customer considers as the top priority. However,
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there is lack of consensusamong researchers on the subject matter of customer satisfaction.
This is because several researches have looked the concept from different perspectives or
partly due to the diversity of employed antecedents include by researchers and lack of
consistency in their findings. This supports the assertion of Barsky (1995) who posits that
customer satisfaction is a complex construct as it has been approached differently. According
to Rao and Sathu (2013), satisfaction is conceptualized as an overall customer attitude
towards a service provider. Oliver (1980) sees satisfaction as an attitude or evaluation that is
formed by the customer, comparing their prepurchase expectations of what they would
receive from the product/service to their subjective perceptions of the performance they
actually received. Satisfaction in the context of this study is refers to a person’s feelings of
pleasure or disappointment resulting from comparing a service’s perceived performance (or
outcome) in relation to his or her expectation.

Rust and Oliver (1994); Andreassen (2000); Ojo (2010) and Agyapong (2011) affirms that
customer satisfaction or dissatisfaction (a cognitive or affect reaction) emerges as a response
to a single or prolonged set of service encounters. In the words of Wang and Yang (2004),
customer satisfaction comprises of three basic components including the type of response
(cognitive and affective); the centre of interest or the subject on which the response is
focused; and the moment in time atwhich the evaluation is made. Yi (1 asserts that customer
satisfaction is a collective outcome of perception, evaluation, and psychological reactions to
the consumption experience with a product/ service. Added to the foregoing, is the fact that
satisfaction is an attitude or evaluative judgment varying along the hedonic continuum
focused on the product/service, which is evaluated after consumption. As expressed by
Fornell (1992), customer satisfaction is greater quality-pull than price-pull and value-pull.
From the translation of many researchers, it was observed that customer satisfaction is a
sense of felling which comes from a procedure of interpreting and judging what is received as
a result of expectation as an inclusion of wishes and requirements coupled with the purchase
and purchase choice (Armstrong & Kotler, 1996; Armstrong, Mccleary & Swan, 1996;
Bharwana, Basher & Mohsin, 2013; Felix, 2017).

Apparently, many researchers conceptualize customer satisfaction as an individual’s
feeling of pleasure (or disappointment) resulting from comparing the perceived performance
or outcome in relation to the expectation (Oliver, 1993; Min & Min, 1997; Oyeniyi & Abiodun,
2008; Ojo, 2010; Malik & Ghaffor, 2012; Azeez, 2015; Jegede & Opatola, 2015). Commenting
on the customer expectation, Davidow and Uttal (1989) and Osunde (2014) proposed that
customer expectation is formed by many uncontrollable factors which include previous
experience with other firms, and their advertising; customer’s psychological condition at the
time of service delivery; customer background and values; and the images of the purchased
product. Zeithamal, parasuraman and Bery (1990) are of the view that customer service
expectation is built on complex considerations, including their own pre-purchase beliefs and
other people’s opinions. Munusamy, Chelliah and Mun (2010) also observe that customers’
expectation related to different levels of satisfaction. Added to the foregoing is the fact that
expectation is uncontrollable factors which including past experience, advertising, and
customers’ perception at the time of purchase, background, attitude and product’s image.
Roa and Sahu (2013).

2.2 Quality Service Delivery Gap

In order to compare the relationship between the ultimate customer satisfaction and
actual quality service delivery, the need to establish calibration of both key business
indicators at the enterprise level and key performance indicators at individual levels in full
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measure is inevitable. The essence of applying the gap model instrument is basically to
establish inputs that germane to quality service delivery through the key elements indicated
in the diagram below. The above service quality dimensions are basic to any service delivery
and therefore should be put into cognizance in designing and producing or rendering any
service in today’s marketplace where competition is not only keen but raging at the speedof
light. To stand out and better than the best, quality standard becomes the winning streak in
this new normal where customers reign supreme. The aforementioned five quality service
dimensions are the benchmarks to establish standard for quality formulation. They are
therefore good comparators or basis to establish the customers’ expectations, so that both
service providers and ultimate end users can inspect what is expected or unexpected in the
mutual relationship.

g SERVQUAL
Reliability

Responsiveness Quality
Service
Assurance

Empathy

Tangibles

Figure 1 Input to Quality Service Delivery

Service Quality gaps model by Parasuraman et al., 1985 as adopted for this study indicates
that there are seven major gaps in the service quality concept to focus on for necessary
remedial action to dose up the gaps. These gaps on both the service provider and receiver
sides, which can impede delivery of services that customers perceive to be high quality, are:

Gapl :difference between customers’ expectation and management perceptions of
customers’ expectations.

Gap 2 : difference between management perceptions of customers’ expectations
andservice quality.

Gap 3 : difference between service quality specifications and the service actually delivered.

Gap 4 : difference between service quality delivery and what is communicated about the
serviceto customers.

Gap 5 : difference between customers’ expectations and their perceptions of the service
delivered.

Gapé6 : difference between customers’ expectations and employees’ perceptions.

Gap7 : difference between employees’ perceptionsand management perceptions of
customers’expectations.

2.3 Closing the Service Quality Gaps

To circumvent untoward effects from the perils of customers’ adverse reactions, service
providers cannot afford to be insensitive to any established shortfall in value chains of service
delivery (Luk & Layton, 2002).

Closing the service quality gap is important due to the following critical changes in the
business landscape that are embraced by companies as enumerated by Mitchell (2003) in his
book titledHug your customers.
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1. Reaction to proactive: Service providers are toreach out to their target customers and
act proactively to delight them ahead of demanding instead of standing idly twiddling
thumbs until someone walks in the door.

2. Transactions to Relationships: In the days of old, everything was transaction-based.
Interaction with end-users began and ended with the transaction. Today it is not
enough to just deliver a service or make sales, direct customer must be asked for
feedback on service through a mutual bonding premised on developing a personal
relationship that works for profitable returns.

3. Magic-List to Customer-Led services: The third change that has taken place from
service provider’s magic list is customer’s generated list. In today’s world of customer
service, customer’s opinion, right of choice and quality standard count beyond a favour
from the providers.

4. From satisfied to extremely satisfied customers: Add these changes together, then
what one gets is satisfied customers who are transformed into extremely satisfied
customers. This can be achieved by moving from meeting expectations to exceeding
expectations.

2.4 Service Quality Delivery and Customers’ Satisfaction

Most customers prefer quality service to lower prices. Customer satisfaction is one of the
most essential objectives which any firm seeking for long-term relationship with customer
considers as the top priority. In banking sector context where the contacts with customers
are one of the more core business processes, customer satisfaction is the key for success and
competitive advantage over rivals (Agyapong, 2011; Chavan & Ahmad, 2013; Belas &
Gabcova, 2014; Minh & Huun, 2016). One of the main elements determining customer
satisfaction is the customer’s perception of service quality. A study by Ojo (2010) in the
telecommunication industry in Nigeria showed that a positive relationship exists between
service quality and customer satisfaction. The same relationship was demonstrated by
Oyeniyi and Abiodun (2008) and Agyapong (2011). Felix (2017) study in selected banks in
Rwanda revealed a positive relationship between service quality and customer satisfaction.
The same relationship was demonstrated by Munusamy et al. (2010) and Minh and Huu
(2016). Also, a study by Sabir et al. 2014) in restaurants industry in Pakistan proved a positive
relationship between service quality and customer satisfaction. The same relationship was
demonstrated by Rao and Sahu (2013) study in Hotel industry. Irfan (2012) study in public
hospitals in Pakistan revealeda positive relationship between service quality and patient
satisfaction. A study by Kumasey (2014) in Ghana on service quality and customer satisfaction
in Ghanaian public service revealed that service quality and its dimensions significantly and
positively related with customer satisfaction.

Customer are requiring and demanding better services and the goals of all banks must be
to make the customers feel special. This will lead to customer’s perceptions exceeding their
expectations and greater customer satisfaction. Therefore, a personal, proactive approach,
such as knowing guest history, issues and preferences is vital to impressing customers and
increasing repeat business (Agyapong, 2011; Rao & Sahu. 2013). Customer satisfaction and
service quality are interrelated. That is, the higher the service quality, the higher the customer
satisfaction. Many agreed that in the banking sector, there are no recognized standard scales
to measure the perceived quality of a bank service. Thus, competitive advantage through
service quality dimensions in an increasingly important weapon to survive in today’s ‘new
normal’ in which competition is at an unpredictable speed like light and increasing customer
power.
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2.5 Reliability and Customer Satisfaction

Reliability implies dependency on the service provided by an establishment. The customers
want to be sure that you live up to your promises in terms of quality. Therefore, reliability is
the ability to per- form the promised service dependably and accu- rately (Parasuraman et al.,
1988). This is more es- tablished from the experience of the previous cus- tomers. It is
important that organizations seek the need satisfaction link as a driver and determinant of
customer satisfaction and not just service delivery. With the rapid growth in the internet
banking, it is imperative that service provided was of the highest quality because it is only
quality service delivery that can attract and retain customers to the organization. Now that
machines such as ATM helps cus- tomers in cash withdraw, credit transfer and many other
services, customers have higher demand in the machine reliability rather than human
reliability with dealing with banks (Munusamy et al., 2010). From the foregoing, it can be
stated that when customers get what they expect and perceive, they tend to feel satisfied
than when they don’t get what they expect and perceive. What is most important here is
performing the service right at first time, keeping accurate records of the customers, and per-
forming the service at the designated time and place.

2.6 Responsiveness and Customer Satisfaction

Responsiveness measure the time it takes to attend to customers need, such as request
for account balance, credit cards, telephone information request response time, etc.
Parasuraman et al. (1988) sees responsiveness as the willingness to help customers and
provide prompt service. Asubonteng, McCleary and Swan (1996). Ndubisi, Chan and
Chukwunonso (2004), Agyapong (2011) and Bharwana et al. (2013) concluded that respon-
siveness is important in providing quality service which is one of the antecedents to overall
customer satisfaction. Service quality as an antecedent of cus- tomer satisfaction is
considered as dominant in re- cent research, especially in service context industry like banking
sector (Cameran, Moizer & Pettinichio, 2010; Munusamy et al., 2010; Minh & Huu, 2016; Felix,
2017).

2.7 Assurance And Customer Satisfaction

Assurance is about knowledge, skills, and expertise of the employees involved in delivering
services and the ability to create trust and confidence among the customers. Owolabi (2010)
sees assurance as the ability to deliver the services advertised, the pre-requisite skill and
knowledge and the knowledge to perform. This is more important with the skill of the contact
person; examples of such are the skill of the cashers, secretaries, customer care officers, the
quality control, managers and others. Assurance improve customers satisfaction and re-
tainment through high level of safety and confi- dence in an organization’s service quality
(Munusamy et al.,2010; Minh & Huu, 2016; Felix, 2017). This dimension of service quality is
more im- portant in service industries such as banking services, legal services, health care
services, etc.

2.8 Emphaty and Customer Satisfaction

Empathy indicates that any interaction with customers should be compatible with their
moods and personality characteristics. Parasuraman et al. (1988) found that access,
communication and understanding of the customers’ specific requirementsand needs are key
driver and determinant of cus- tomer satisfaction. Provision of caring and individu- alized
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attention to customers by service provider and its human resources improve customer
satisfaction and loyalty (Irfan et al., 2012).

2.9 Tangibles and Customer Satisfaction

Tangibles in this context are the environment where the services are delivered such as
physical facilities, appearance of personnel, equipment and tools used to provide the service
and the physical representation of the service (Kumasey, 2014; Rubogora, 2017). Examples of
tangibles are the logo, the road network, the flower, the main gate, the physical appearance
of the personnel, etc. Munusamy et al. (2010) concluded that tangibles help retailling banks
to retain and capture more customers. Irfan et al. (2012) study revealed that there is positive
relationship between tangibles and customer satisfaction and concluded that tangibles
improve customer satisfaction. Therefore, tangibles are provide to fulfill customer
satisfaction, capture and to retain them. For the purpose of this study, the relationship
between service quality variables and customer satisfaction is shown in the diagram below.

Service Quality

| Reliabilitv

| Responsiveness

Customer
> satisfaction

| Assurance |

| Empathv

Tangibles

Figure 2 Relationship between Service Quality and Customer Satisfaction

3. METHODOLOGY

Methodology, This study adopted a survey design approach. This is so because the study
exam-ined the nature of service quality delivery of bank- ing sector based on customer’s
perceptions. The study was conducted in banking sector in Benin City, Edo State. The targeted
respondents are the operating in Benin City. A total of four hundred and twenty (420)
guestionnaires were administered out of which two hundred and ninety two (292)
qguestionnaires representing 69.52% were retrieved. See table 1 for the list of banks.

Research Instrument, The main instrument for data collection was the questionnaire. The
guestion- naire was developed based on the stated hypotheses and also based on the
SERVQUAL model. Open-ended and closed-ended questions were used. The questions were
on a 5-point likert scale. The scores were coded 5 for strongly satisfied, 4 for satisfied, 3 for
indifferent, 2 for dissatisfied and 1 for strongly dissatisfied.

Measurement of Variables, Service quality was measured by using the variables in
SERVQUAL model (Parasuraman et al., 1988; Ndubisi, Chan & Chukwunonso, 2004; Rubogora,
2017). Service quality includes reliability, responsiveness, assurance, empathy and tangibles.
Instrument used for customer satisfaction was adopted from research work of Felix (2017).

Reliability and Validity of the Instrument, The reliability was established through a trial test
conducted on 50 customers who also take part in the study. Cronbach Alpha method was
used to establish the internal consistency of the instrument. The result yielded a coefficient
of 0.87, which satisfied the general recommended level of 0.70 for the research indicators
(Cronbach, 1951) of the study.
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from the questionnaire were analyzed with multiple regression analysis. The titled
regression model is:

y=d+3 BiXi +>t

Where y = Customer satisfaction.

Xi = Vector of service quality variables(reliability, responsiveness, assur ance, empathy and
tangibles)

d = the intercept.

Bi = The respective coefficients meas uring the sensitivity of each servicequality variable to
customer satis faction.

Data Analysis and Results. The collected data was entered in Microsoft excel 2007 and
analysis were done through the aid of statistical package for social science (SPSS) version 21.
The respondents are the bank customers operating in Benin City, Edo State Twenty (20)
guestionnaires were designed and administered to customers of each of the twen- ty one (21)
existing banks. Cumulatively, four hundred and twenty (420) questionnaires were
administered out of which two hundred and ninety two (292) questionnaires representing
69.52% were retrieved as shown in the table below.

4. RESULT AND DISCUSSION

Our findings contribute to the discussion about the relationship between service quality
and customer satisfaction. The study provides empirical evidence of their relationship to each
other as proposed in the research model. Table 2 shows the relationship between satisfaction
and service quality dimensions. The results indicate that there is a positive and significant
relationship between the dependent variable (customer satisfaction) and the five
independent variables (service quality dimensions). The results of the study is consistent with
the study of Felix (2017) conducted in selected banks in Rwanda which revealed that service
qgualitydimensions improve customer satisfaction and loyalty. The finding of the study also
agrees with Munisamy et al. (2010) study which revealed that assurance, reliability, tangibles,
and responsiveness are positively and significantly related to customer satisfaction except
empathy. Similar results were found by Road and Sahu (2013), Sabir et al. (2014); Minh and
Huu (2016).

The only weak correlation is assurance and tangibles which is 33.9%. The regression model
in table 3, revealed that 64% (R-square = 0.638) of the observed variability in total customer
satisfaction was explained by the total service quality variables. The regression model shows
how the individual service quality variables affect customer satisfaction. The result indicates
that all the service quality factors; reliability, responsiveness, assurance, empathy and
tangibles are good predictors of customer satisfaction. This finding concur with the studies of
Yee et al. (2010) Agyapong (2011), Pan et al. (2012) and Minh and Huu (2016) which revealed
that service quality is the antecedent of customer satisfaction. This finding is also consistent
with studies which revealed the impact of service quality dimensions on customer
satisfaction, trust, and loyalty (Chavan & Ahmad,2013; Kumasey, 2014; Peng & moghavvemi,
2015).

of banking sector in Benin City, Edo State. When co-efficient of determination was adjusted
for the degree of freedom it yielded 0.623 or approximately 62.3%. This indicated that service
quality account approximately 62.3% of systematic (change) in customer satisfaction in Benin
City, Edo State. The model also shows that if no initiatives are taken to improve the level of
the identified variables especially assurance and tangibles, the level of customer satisfaction
will decrease. In addition, banking sector in Benin City, Edo State must put in effort into
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improving the responsiveness of their employees and also making their services more
tangibles to customers’ needs since the two variables are the most significant factors
influencing customer satisfaction.

5. CONCLUSION

This study has exposed the fact that service quality delivery is highly responsible for
customer satisfaction and loyalty in banking sector. Undoubtedly, no business or organization
can exist without customers. In the philosophical words ofPepper Drucker “The only value
your organization will ever create is the value that comes from customers- the ones you have
now and the ones your will have in the future”. This is absolutely true. Customer value is an
asset to the organization. Obtaining customer satisfaction depends to a large extent on
ensuring that the firm maintains high service quality standards. Thus, putting in place quality
mechanism has significant effect on the level of customer satisfaction. Hence, the hypotheses
were substantiated. Therefore, quality index (internal/external) should occupy higher rating
scores for all job positions to encourage excellence in all agreed deliverables. Thus will go a
long way, to enable organization whose business is to remain in business achieve the purpose
of existence and sustain a leading edge that will make the route to market mutually rewarding
effort to all stakeholders service providers, end users, workforce and ultimately optimize the
nation’s gross domestic products (GDP).
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