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ABSTRACT 
Customer loyalty as a concept is a critical strategic option in today’s competitive 

environment. It is no surprise therefore that managers and researchers have increased their 

study and understanding of the concept as a strategic marketing imperative over the past 

decades to capture market share and improve profitability. Indeed the theoretical perspective 

is that competitive pricing as well as company image and reputation contribute to customer 

satisfaction and that service quality along a number of pathways drives customer loyalty and 

profitability thus: service quality--> customer satisfaction--> customer loyalty --> market 

share --> profitability. A few empirical studies have found these linkages to be true. However 

these factors differ in importance based on the cultural setting. We investigate (1) whether 

these relationships exist and (2) which of these factor(s) is/are important in motivating 

consumer loyalty from the perspectives of retail banking customers in Ghana.  

The study draws on customer behaviour and attitude premised on the SERVQUAL and 

SERVPERF models originated by Parasuraman et al., (1988), Cronin and Taylor (1992), and 

Brady and Cronin (2001) respectively as well as other researches based on the literature on 

customer satisfaction and loyalty. We used both quantitative and qualitative research 

approaches in our study and have drawn from both primary and secondary sources of data. 

We made use of a 7 point likert scale to develop indexes for the main constructs measured in 

this study and applied correlation, chi square (χ2) and regression analyses to evaluate the 

hypothesised relationships. Further we qualitatively analysed aspects of the data hinging on 

explanatory aspects of our research. The results among other things reveal that whilst service 

quality (especially empathy and reliability) and bank image and reputation are important 

instigators of customer satisfaction and loyalty, competitive pricing showed a weak linear 

relationship with customer satisfaction and loyalty (r < 0.5). On the other hand, increased 

market share was found to influence banks’ profitability. Finally we discuss the management 

implications of the study in terms of customer retention and profitability strategies for the 

banks in Ghana. We emphasise that management strategies that are service quality conscious, 

use person-organisation fit approaches to recruitment and effectively communicate strategies 

could help institutionalise a culture that is customer relation centred, help banks survive the 

competition, retain their customers and in the long run increase their profitability. 

 
Key words: Service quality, customer satisfaction, competitive pricing (price satisfaction), 

customer loyalty, brand image and reputation, customer switching, profitability, market share, 

SERVPERF, SERVQUAL. 

 2 



ACKNOWLEDGEMENTS 
A work of this nature could not have been produced without assistance of some sort. We wish 

to therefore acknowledge a few people and institutions that helped in the realisation of this 

research work. First and foremost we extend our gratitude to Prof. Anders Hederstierna for 

supervising this work. We thank him especially for his critique of our original proposal. This 

helped re-aligned our originally diffused ideas into perspective. The School of Management, 

Blekinge Institute of Technology, Sweden gave us the opportunity to enrol in this long 

distance online MBA programme and we extend a heart of gratitude to the school for the 

opportunity. The course design and structure facilitated team work and made it possible for 

we the authors, who have never met physically before, to collaborate and produce this thesis.  

Daniel would like to thank his wife Sylvia and mother in law Christine Kwawu for their 

particular interest in this research and also for helping with relevant data collection. Cephas 

would also like to thank Wisdom Nyumuyo and Mark Teittey for helping with data collection. 

Further we wish to acknowledge Mr Edward Lumor, Julius Najah Fobil and Julius Nukpezah 

for spotting errors in our original research questionnaire which helped improve it a great deal. 

We acknowledge also the over 200 respondents of our questionnaire for their time. 

Additionally, we extend thanks too, to our colleagues Bertha Kyere-Frempong and Olakunle 

Lemboye for critiquing our work. Finally, we wish to state that any shortcoming associated 

with this work remains ours. 

 

Daniel Nukpezah & Cephas Nyumuyo 

August, 2009 

 

 

 

 

 

 

 

 

 

 

 3 



TABLE OF CONTENTS 
Abstract ……………………………………………………………………………………….2 
Acknowledgements…………………………………………………………………………....3 
Table of Contents……………………………………………………………………………...4 
List of Tables…………………………………………………………………………………..5 
List of Figures………………………………………………………………………………….6 
Abbreviations and Acronyms…………………………………………………………………..7 
Chapter One…………………………………………………………………………………..8 
General Introduction…............................................................................................................8 
1.1 Background………………………………………………………………………………...8 
1.2 Study Objectives…………………………………………………………………………...8 
1.3 Motivation………………………………………………………………….........................8 
1.4 Research Questions…………………………………………………………………….......9 
1.5 Hypotheses…………………………………………………………………………………9 
1.6 Thesis 

Outline…………………………………………………………………………….............10 
Chapter Two…………………………………………………………………………………11 
Banking in Ghana…………………………………………………………………………...11 
2.1 Introduction……………………………………………………………………………….11 
2.2 The Structure of the Ghanaian Financial System…………………………………………11 
2.3 Evolution of Banking in Ghana…………………………………………………………..12 
2.4 Reflections………………………………………………………………………………..15 
Chapter Three……………………………………………………………………………….16 
Theoretical Foundation and Literature Review…………………………………………...16 
3.1 Introduction….....................................................................................................................16 
3.2 Conceptualisation of Service quality, customer loyalty, customer profitability and 
Market share…………………………………………………………………………………..16 
3.3 Literature Review…………………………………………………………………………22 
Chapter Four………………………………………………………………………………...28 
Research Model and Methodology…………………………………………………………28 
4.1 Introduction……………………………………………………………………………….28 
4.2 Research Model…………………………………………………………………………...28 
4.3 Methodology……………………………………………………………………………...29 
Chapter Five…………………………………………………………………………………36 
Analysis of Results and Discussion…………………………………………………………36 
5.1 Introduction………………………………………………………………………….........36 
5.2 Respondent statistics……………………………………………………………………...36 
5.3 Hypothesis testing………………………………………………………………………...36 
5.4 Discussion………………………………………………………………………………...47 
Chapter Six…………………………………………………………………………………..50 
Conclusion and Recommendations…………………………………………………………50 
6.1 Introduction……………………………………………………………………………….50 
6.2 Summary of main findings………………………………………………………………..50 
6.3 Implication of study for managers………………………………………………………..51 
6.4 Limitations of study and recommendations for future research…………………………..53 
References…………………………………………………………………………………….54 
Appendices…………………………………………………………………………………....62 
 

 

 

 4 



LIST OF TABLES 
Table 2.1 Banks in Ghana…………………………………………………………………….12 

Table 5.1 Correlation matrix showing strengths of relationships among the various  

variables……………………………………………………………………………………....37 

Table 5.2 2x2 contingency table for observed levels of customer satisfaction and their  

switching intentions…………………………………………………………………………..46 

Table 6.1 Summarised findings of hypotheses tested in the study…………………………...51 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 5 



LIST OF FIGURES 

 
Figure 1.1 Outline of thesis presented in six chapters………………………………………..10 

Figure 3.1 Essentials for customer loyalty…………………………………………………....26 

Figure 4.1 Research model……………………………………………………………………30 

Figure 5.1 (a) Relative importance of the drivers of customer satisfaction…………………..40 

Figure 5.1 (b) Relative importance of service quality dimensions that drive customer 

satisfaction……………………………………………………………………………………40 

Figure 5.2 Drivers of customer loyalty in Ghana’s banking industry………………………...41 

Figure 5.3 Line fit plot of the relationship between market share and banks’ profitability…..43 

Figure 5.4 Proportion of overall satisfied and dissatisfied customers in Ghana’s banking 

industry………………………………………………………………………………………..44 

Figure 5.5 Switching and “non-switching” intentions of dissatisfied customers.....................45 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 6 



ABBREVEIATIONS AND ACRONYMS 
ARB           Association of Rural and Community Banks 

ATM          Automated Teller Machine 

CLS           Customer Loyalty Score 

CRM          Customer Relationship Management 

ERP           Economic Recovery Programme 

FINSAP    Financial Sector Adjustment Programme 

GDP          Gross Domestic Product 

ICT           Information Communication Technology 

NBFIs       Non-Bank Financial Institutions 

P-E Gap    Perception-Expectation Gap 

ROCD      Return on Customer Deposit 

ROA        Return on Assets 

ROCE     Return on Capital Employed 

ROS        Return on Sales 

ROSF     Return on Shareholders Fund 

SERVPERF Service Performance Scale/Model 

SERVQUAL Service Quality Scale/Model 

SOEs       State Owned Enterprises 

SPSS       Statistical Package for the Social Sciences 

TCE        Total Customer Experience 

WOM   Word of mouth 

 

 

 

 

 7 



CHAPTER ONE 

GENERAL INTRODUCTION 

1.1 Background 

Financial institutions play a crucial role in facilitating the accumulation and allocation of 

capital by channelling individual savings into loans to governments, businesses and 

individuals. In Ghana, the role of the banking sector in capital concentration and distribution 

cannot be disputed. The current credit crunch has affected the performance of many banks 

globally. Thus institutions that adopt strategies to compete better are more likely to survive in 

the long run. Within the banking sector, customer loyalty to businesses is one way of keeping 

banking businesses competitive. In this study we investigate the determinants of customer 

loyalty and whether these lead to increased market share and firm profitability in the 

Ghanaian banking industry. 

Before 1983,   the formal banking system in the country was dominated by state owned banks 

that had a monopoly in terms of their spread and operations (Hinson and Hammond, 2006). 

The current banking environment has however changed. Hinson and Hammond (2006; p.45) 

report that, ‘with the passage of the universal banking law however, all types of banking can 

be conducted under a single corporate banking entity and this greatly reorganises the 

competitive scopes of several banking products in Ghana’. Thus reform and deregulation has 

brought the banking sector into the competitive arena in terms of customers and products. 

This means strategic management decisions should take into consideration factors that 

promote customer satisfaction, customer retention, customer loyalty, increased market share 

and firm profitability. A first step toward this is the need to understand the determinants of 

customer loyalty and firm profitability. Then strategic decisions could be made to increase 

market share and profitability. 

1.2 Study objectives 

 The purpose of this study is to investigate the loyalty and customer profitability drivers in the 

banking industry in Ghana drawing on empirical evidence from surveyed customers. Our 

study is anticipated to be of value to the extant literature because of the unique cultural 

characteristics of the Ghanaian society.  

 1.3 Motivation 

Traditionally, businesses employ aggressive marketing strategies to attract new customers and 

increase market share at the expense of competitors. Today’s competition rewards businesses 

that protect products and services through customer retention (Roberts, 2005.) Customer 

retention through quality service, product, price and access to a bank’s facilities among 
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others, are critical to customer satisfaction. Research also shows that satisfied customers make 

repeat purchase (or stick to their service providers) and recommend to friends and families 

thereby increasing market share and profitability of the firm. 

In the banking industry of Ghana high customer retention is hypothesised to be linked to high 

firm performance. Bankers consider customer loyalty as important to market share 

maintenance and profitability. Because of the high customer churn, the debate as to what 

drives customer loyalty is still rife. And as Ghauri and Grönhaug (2005; p. 14) reason, we 

should not accept or reject assumptions and speculations ‘unless we study these assumptions 

critically and unless we find logical and reliable explanations to accept or reject them’ (p.14). 

Our current research seeks to achieve this aim. This provides the motivation for us to want to 

investigate what drives customer loyalty to serve as basis to design strategies that would lead 

to increase customer retention and firm profitability. 

1.4 Research questions 

We pose the following questions in our search to understand the factors influencing costumer 

loyalty and profitability in the Ghanaian banking sector. 

• What are the main drivers for customer loyalty in Ghana’s banking Industry? 

• What are the barriers to customer loyalty and retention in the banking Industry 

in Ghana?  

• Does customer satisfaction lead to customer loyalty? 

• Do dissatisfied customers switch to other banks in order to experience better 

customer relations? 

1.5 Hypotheses 

The following hypotheses will be tested in our research: 

H1- Service quality instigates customer satisfaction and loyalty  

H2- The five dimensions of service quality (tangibility, reliability, responsiveness, assurance 

and empathy) vary in the degree to which they drive customer satisfaction and loyalty 

H3- Competitive pricing determines customer satisfaction and loyalty 

H4- Perceived bank image and reputation motivate customers’ loyalty 

H5Customer loyalty and market share increase banks’ profitability 

H6 Dissatisfied customers switch banks in order to experience better service quality 

elsewhere 
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1.6 Thesis outline 

This thesis is presented in six chapters (see figure 1.1 below). This present chapter (chapter 1) 

provides a general introduction, background and broad context to the entire study. The next 

chapter provides further information on banking practice in Ghana. This is done to make the 

reader appreciate the relevance of the current research especially in the Ghanaian context. It 

further helps to deepen the entire conception of the thesis and provide a specific context for 

the study. Chapter three expands on the theoretical background of the study and also reviews 

the literature on studies related to ours. The fourth chapter presents the research model and 

methodology of the present study. The focus of the fifth chapter is on the empirical results 

obtained and the discussions of these results. The final chapter (chapter 6), provides 

concluding discussions and recommendations. Further, a summary of the main thesis of the 

study is presented, the management implications of the study given and also the study 

limitations and recommendations for management and for further academic research provided 

in the final chapter. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.1: Outline of the thesis presented in six chapters 

 

 

1: General Introduction 

2: Banking in Ghana 

3: Theoretical foundation & Literature Review 

4: Research model & Methodology 

5: Analysis of Results & Discussion 

6: Conclusions & Recommendations 
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CHAPTER TWO 

BANKING IN GHANA 

2.1 Introduction 

 This chapter puts the Ghanaian banking system into perspective by broaching the structure, 

activities and development of banking after the country’s independence from the British in 

1957. This is done against the background that, the traditional role of banks as providers of 

loans to trading companies has changed over the years to include consumer banking services 

supported by improved technological development in response to major financial sector 

reforms.(Ampadu and Osei- Frimpong 2009). 

 

2.2 The Structure of the Ghanaian Financial System 

The financial system of Ghana is well- structured and builds around Bank and Non- Bank 

Financial Institutions (NBFIs) and a capital market. Banks are further categorised based on a 

licensed system:  Class I Banking licence-Universal banking; Class II license- Universal and 

off-shore banking, General Banking-   both Universal and Universal and off-shore banking 

and ARB APEX Bank. (Bank of Ghana, Annual report, 2007). Today, banks operating in 

Ghana are required to have a minimum stated capital of GHC 60 million (Merchant Bank 

Research Paper 2009, p. 9). There are 26 major banks licensed for Universal banking business 

and 126 rural and community banks under the ARB Apex banking system. The 41 NBFIs is a 

composition of Finance Companies, Discount Houses, Mortgage Finance Companies, Leasing 

Companies, and Savings and Loans Companies. All of these operate under the regulation and 

supervision of the Bank of Ghana, which is the central bank. This categorisation replaces the 

activity-based classification of Merchant, Commercial and Development banking hitherto 

operating in the country. This was done in response to the financial reform initiative that 

allowed “universal banking,” thus dissolving the boundaries of operation premised on the 

initial activity of incorporation. The object has been to change the traditional way of banking 

operation to invite competitive trading on the banking landscape.  

In his keynote address to the Fifth Banking Award Ceremony, the Goverrnor of the Bank of 

Ghana, Dr Acquah mentioned among others that universal banking was to foster the entry of 

new banks, liberalise the choice of banking services, increase branch network and competition 

for deposit at the retail level (Acquah, 2007). 

Banks are the most common in terms of spread and contribution to the economy because they 

account for about 70% of the financial sector (Bawumia, 2008). All the banks have their head 

offices   located in the national capital with branches in the major cities and towns and are 
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owned by Ghanaians, the government, foreigners or a combination. Table 2.1 presents the 

number of banks and branch networks, ownership and activity areas. Ghana Commercial 

Bank (GCB) and Barclays Bank, Ghana (BBG)  have most branches with the new banks yet 

to expand to major cities and towns. Of the total number of banks, only 12 are wholly 

Ghanaian owned. Interestingly in the Banking industry in Ghana today, all the banks hold a  

Universal Banking License. 

Table 2.1 : Banks in Ghana 

Name of Bank Number of Branches Ownership Current Banking Licence 
Barclays Bank of Ghana Ltd 120 Non- Ghanaian Universal 
Merchant Bank (Ghana) Ltd 16 Ghanaian Universal 
Ecobank Ghana Limited 32 Non- Ghanaian Universal 
Ghana Commercial Bank Ltd 143 Ghanaian Universal 
National Investment Bank Ltd 24 Ghanaian Universal 
Standard Chartered Bank Ghana Ltd 19 Non- Ghanaian Universal 
SG-SSB Bank Limited 36 Non- Ghanaian Universal 
The Trust Bank Limited 17 Ghanaian Universal 
Agricultural Development Bank Ltd 50 Ghanaian Universal 
Amalgamated Bank Limited 10 Non- Ghanaian Universal 
Prudential Bank Limited 10 Ghanaian Universal 
Fidelity Bank Limited 6 Ghanaian Universal 
Zenith Bank Limited 9 Non- Ghanaian Universal 
Stanbic Bank (Ghana) Limited 10 Non- Ghanaian Universal 
Unibank Ghana Limited 11 Ghanaian Universal 
Intercontinental Bank Limited 12 Non- Ghanaian Universal 
HFC Bank Ghana Limited 11 Ghanaian Universal 
First Atlantic Merchant Bank Ltd 4 Ghanaian Universal 
International Commercial Bank Ltd 12 Ghanaian Universal 
Guaranty Trust  Bank Limited 5 Non- Ghanaian Universal 
CAL Bank Limited 10 Ghanaian Universal 
United Bank for Africa (Gh) Ltd 16 Non- Ghanaian Universal 
Bank of Baroda Ghana Ltd 1 Non- Ghanaian Universal 
BSIC 1 Non- Ghanaian Universal 
BPI Bank Limited 9 Non- Ghanaian Universal 

 

Source: 2008 Price Waterhouse Banking Industry Survey. 
 

2.3 Evolution of Banking in Ghana 

This section broaches post independence banking and unfolding events and issues. The 

importance of this section is the emphasis on the dichotomy between control and ownership 

during the pre reform era and a liberalised competitive banking that characterised the post 

reform banking sector. 
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2.3.1 The Pre- Reform Financial Sector 

Post independence banking in the Ghanaian economy concentrated on Commercial banking 

often led by state-owned banks ostensibly to leverage the developmental aspirations of 

government by providing funds for prioritised sectors, departments, ministries and state- 

owned enterprises (SOEs).Thus banks were not positioned to run on competitive lines but to 

bridge the imbalance created by the colonial banking system. The thrust of Government was 

to use the financial sector for savings mobilisation and avenue for directing funds into 

productive activities for accelerated economic development. Post independence banking was 

also characterised by domineering government interference in the regulation, control and 

ownership of banks, including the Bank of Ghana. The Bank of Ghana for instance was 

denied autonomy and incessantly had to consult the Ministry of Finance on major fiscal and 

monetary policy decisions (Ziorklui et al., 2001). As a result, many banks were government 

owned and besides, the government had stake in some foreign banks as well. 

The Banking Act, 1970 promulgated to provide a framework for banking and inject financial 

and banking prudence was inadequate to address the high inflation, low interest rate and poor 

performance of banks. Low interest and a paradoxical high inflation killed public confidence 

in the banking system forcing people to invest in physical assets and high yielding 

government bonds and Credit Unions. 

By the early 1980s, the banking sector was afflicted by lofty non-performing assets (toxic 

assets in today’s parlance), inefficiency, bank losses (Leite, 2000) and dominance by few 

foreign and Ghanaian banks. According to Buchs and Mathisen (2005), at this point in the 

banking history, the three largest commercial banks accounted for 55% of total assets with a 

state bank holding 25 % of total assets and 20% of banks deposit. The domineering position 

by few banks means a lack of a competitive market for innovative product, technology and 

quality service delivery for customers. Thus internal processes were not set up to meet 

customer needs.  

In brief, the controlled banking activities forestalled the development of a competitive 

banking environment of continual product development, increased product choice and a 

modernised technology culminating in poor service, delayed time and worst still lost 

confidence. 
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2.3.2 Post Banking Reform era 

Developments in the post banking reform era can be summarised as  having “moved from the 

history of severe distress and dysfunction in the banking system, illiquidity and insolvency, 

interest rate controls and credit rationing to a market- based regime and strengthening bank 

supervision to ensure increased efficiency and profitability (Acquah, 2006)”.  

Under the umbrella of the Economic Recovery Programme (ERP), the Financial Sector 

Adjustment Programme (FINSAP) was embarked upon in order to anchor the banking sector 

as a pillar of economic development. This was done in two phases. FINSAP 1 among other 

things made provision for the liberalisation of the banking sector and restructuring the 

distressed banks (Brownbridge et al., 1998). Restructuring was critical because these banks 

were either too important to the economy or too interlinked to other economic activities that 

their demise may generate disastrous ramifications. 

FINSAP 2 added new dimensions to the financial sector reform programme providing for 

privatisation of state-owned banks, development of human capital, technological advancement 

and prudent regulation and supervision by the Bank of Ghana. Another feature of this phase is 

injection of prudent banking characterised by the revision of the 1970 Banking Law and the 

introduction of 1989 and 2004 Banking Laws which legislate minimum capital requirements 

in the light of increasing number of banks and branches. 

 After FINSAP 2, the banking sector continues to experience strong regulation and 

supervision and the development of a modern payments and settlement system. Notable is the 

Bank of Ghana Payment Systems Development Strategy aimed at delivery of financial 

services to deepen financial intermediation through the development of electronic payment 

products such as ATM services, transfer of funds at Point of Sale, e-money, internet, SMS and 

telephone banking. Recently, “e-zwich” was introduced to provide a common platform to help 

link the various banking institutions with a biometric smartcard (Acquah, 2009). The banks 

response to the introduction of ICT in financial services delivery in the industry was 

tremendously positive reflecting in improved financial performance. 

 The post reform banking industry is profitable- though with a declining trend- and in sharp 

contrast to preceding periods. Total deposits improved rising from 23.4% of GDP in 2003 to 

34.2% in 2008 (http: www. bankgh.com). 

This outlook however, eclipses the competition, and differentiated market share and 

profitability among the banks in the industry. The new private and foreign banks introduced 

modern technologies whilst government banks contend with excessive manpower and non-

performing assets. 
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The new banks face the challenges of spread, market share and size from the traditional 

banks. To capture or bridge this gap the strategic option by the new banks is the quick 

implementation of the prescription of new product and financial service development meted 

out by the Bank of Ghana to capture the banked, unbanked and under- banked customer 

segment of the population.  

2.4 Reflection 

From the brief history of banking in Ghana as chronicled above, it is seen that a new 

competitive order has been established within the banking industry. Companies with better 

strategies are those likely to survive in the long run. This new competitive spirit among other 

motivations advised our current research interest to investigate the loyalty drivers in the 

banking industry that could effectively lead to increased profitability and market share. 

Further as Hinson et al., (2006) contends, in a competitive era, customer switching to other 

service providers is high especially when customers are dissatisfied with service provided. 

Thus customer defection due to dissatisfaction is a curious research subject to investigate. 

This is one of the research issues we wish to explore in this present study. The next chapter 

however focuses on the theoretical background and literature review for the study. 
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CHAPTER THREE 

THEORETICAL FOUNDATION AND LITERATURE REVIEW 

3.1 Introduction 

Even though concepts have the limitation of being abstract in nature (McGuire, 1989), a good 

conceptual or theoretical foundation is essential if a study is to be put in the right perspective. 

For one, concepts are more explicit, and more formally organised than general everyday 

knowledge, hence their ability to make complex processes simple and systematic. Concepts 

serve as guiding principles and provide a framework and scope within which a study is 

conducted. In this chapter the conceptualisation of customer loyalty and service quality is 

given to provide foundation for our studies. We further reviewed the literature related to the 

subject matter of this thesis. These two approaches provide basis for our research model 

shown in chapter four. In the theoretical foundation segment, we emphasise the 

conceptualisation of main constructs used in this study whereas in the literature review section 

we focus more on findings of empirical studies conducted on the interrelationship between 

service quality, customer satisfaction, customer loyalty, customer retention, brand image and 

reputation, competitive pricing, market share and profitability. We then draw attention to the 

gap in the literature as basis for the current research. 

3.2 Conceptualisation of service quality, customer loyalty, customer profitability and 

market share 

3.2.1 Service Quality  

Service quality is an important topical issue in service management (Clottey and Collier, 

2008). From the literature two main theoretical constructs are obvious before the 

reconciliatory work of Brady et al., (2002). The European school of thought led by the work 

of Gronroos (1984), arguably served as the theoretical point of departure for studies on the 

conceptualisation of service quality. This school of thought believes that consumers perceive 

service quality from two perspectives: the technical quality and the functional quality of the 

service. Technical quality asks the question of whether the service meets customers’ 

expectations. The functional quality measures how consumers perceive the production and 

delivery of the service. While this distinction is technically feasible, both are required to 

influence consumers’ service quality evaluations and loyalty behaviours (Richard and 

Allaway, 1993). The European school attracted criticism because it excludes the service 

physical environment. Later conceptualisation of service quality- the American school of 

thought leans on the work of Parasuraman et al., (1985, 1988). This view has since been 

adopted by many scholars researching service quality. Parasuraman et al., (1985, 1988) 
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conceptualised service quality as overall assessment of the difference between perception and 

expectation of service delivery. According to this conceptualisation based on data collected on 

12 groups of consumers, Parasuraman et al., (1985) concluded that consumers evaluated 

service quality by comparing service to be received (expected) and service actually received 

(perceived) on 10 dimensions. In a subsequent and more elaborate work, Parasuraman et al., 

(1988) collapsed the original 10 dimensions into 5 pointing out that there were overlap 

amongst these 10 dimensions and could thus be soundly put into 5. This pioneering research 

(Parasuraman et al., 1988) suggested that perceived service quality is based on multi-

dimensional factors relevant to the context. The five dimensions of service quality that 

customers rely on to form their judgement of perceived service quality as posited by 

Parasuraman et al., (1988) include the following: 

(1) Reliability: ability to perform the promised service dependably and accurately. 

(2) Responsiveness: willingness to help customers and provide prompt service. 

(3) Assurance: employees’ knowledge and courtesy and their ability to inspire trust and 

confidence. 

(4) Empathy: caring, individualised attention given to customers. 

(5) Tangibles: appearance of physical facilities, equipment, personnel, and written materials. 

A scale, known as SERVQUAL, consisting of 22 items was developed to operationalise the 

five dimensions of perceived service quality. This scale measures service quality based on the 

gap between perception and expectation (P-E). Customers provide two scores, in identical 

Likert scales, for each of 22 service attributes; one score indicating their expectations of the 

service delivered by excellent companies in a specific service sector and the other reflecting 

their perceptions of the service delivered by a service provider within that sector (Tsoukatos 

and Rand, 2006). Service quality for each attribute is then quantified as the difference 

between these two scores. Thus SERVQUAL measures gaps in a firm’s service delivery and 

has been used extensively in the United States and Europe.  

Notwithstanding the popularity of SERVQUAL, (Pollack, 2009) and its application among 

managers and academicians (Buttle, 1996), critics have questioned its reliability, 

operationalisation of the gap score (Brown et al., 1993), definition of expectation (Teas, 

1994), generalisation of the dimensions and the definition of good service quality (Peter et al., 

1993; Oliver, 1993, Asubonteng et al., 1996). This has led to an alternative conceptualisation 

of service quality. 
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Alternative Conceptualisations of Service Quality  

The numerous criticisms levelled against Parasuraman et al’s (1988) SERVQUAL have given 

rise to the introduction of new service quality measures. The SERVQUAL model remains the 

cornerstone of a majority of all other works, however, researchers have incorporated other 

constructs and measures along with SERVQUAL dimensions in order to enrich and extend 

the explanatory power of this model. Cronin and Taylor (1992) developed a performance-

based measure of service quality labelled SERVPERF following on from their beliefs that the 

conceptualisation and operationalisation of service quality (SERVQUAL) were inadequate. 

They argue that ‘performance’ rather than ‘perception-expectation’ determines service quality 

and provide substantial evidence to show expectations have little or no impact on the 

evaluation of consumers, particularly in relation to service quality (Cronin and Taylor, 1992). 

Cronin and Taylor (1992) further concluded that the SERVQUAL measurement appeared to 

have a good fit in only two of the industries they examined, whereas SERVPERF had an 

excellent fit in all four industries examined. Other researchers have reported findings similar 

to that of Cronin and Taylor (1992). For example, combining expectations and perceptions 

into a single measure outperforms the SERVQUAL scale in terms of both reliability and 

validity (Babakus and Boller, 1992; Brown et al., 1993; Dabholkar et al., 2000).  

Brady et al., (2002) thus argue that SERVQUAL measures only the service process dimension 

but not the perceived quality of the service outcome. Babakus and Boller (1992) questioned 

the universal applicability of SERVQUAL. They opined that whilst service quality may be 

complex and multi- dimensional in some contexts, it may require uni-dimensionality in other 

contexts. Consequently, adaptation of the scale became the norm. For instance, Carman 

(1990) calls for expansion of   some of the dimensions to include 13 additional ones in order 

for SERVQUAL to capture service quality adequately in diverse contexts. Later researchers 

such as Peter et al., (1993) and Dabholakar et al., (2000) attempted to combine expectations 

and perceptions into a single measurement scale that is more effective, reliable and valid and 

industry specific - emphasis is ours- rather than a single generic scale.  

From the review of the theoretical concepts underpinning service quality, it is evident that 

blanket adoption of the SERVQUAL scale is not always beneficial and there is the need to 

modify the scale to suit the research purpose in order to provide valid and reliable results.  

In our conceptualisation of service quality therefore, we take the views of Parasuraman et al., 

(1988) and the alternative conceptualisation (Cronin and Taylor, 1992; Brady et al., 2002) of 

service quality into consideration. We incorporate both conceptualisations in our research 

model. We take the view that P-E measures service process dimension, (Brady et al., 2002) 
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Hence although we include P-E in our research model, our measurement of service quality is 

based on Perception, P (since E is insignificant; Cronin and Taylor 1992; Brady et al., 2002). 

Wang et al., (2004) have used the same conceptualisation in their studies on the 

Telecommunication Industry in China. We however retain the core aspects of Parasuraman et 

al’s., (1988) dimensions of the construct service quality namely tangibility, reliability, 

empathy, responsiveness and assurance (see appendix A). Further, we have slightly modified 

some of the 22 items of these dimensions in our characterisation of service quality where we 

deem it relevant. This is in line with Parasuraman  et al’s (1988; p. 31) own guidance to 

adoptors of their scale that “ SERVQUAL provides a basic skeleton through its 

expectations/perceptions format encompassing statements for each of the 5 service quality 

dimensions. The skeleton when necessary can be adapted or supplemented to fit the 

characteristics or specific research needs of a particular organisation”. In our case and also 

based on relatively recent research findings (eg Brady and Cronin, 2001; Brady et al., 2002) 

we use single scores based on 7 points likert scale to measure P rather than quantifying P and 

E separately and measuring service quality as P-E.  

3.2.2 The customer loyalty concept 

Customer loyalty conceptualisation has received tremendous attention in the literature over 

the past two decades because practitioners have observed the intricate relationship with a 

firm’s profitability. Thus customer loyalty is now accepted as indispensable in strategic 

decision making because it costs more to attract new customers than to retain old ones. 

Loyalty conceptualisation has two dimensions- attitudinal and behavioural. Attitudinal loyalty 

reflects a situation whereby different feelings create an individual’s overall attachment to a 

product, service or organisation (Fornier, 1994). These feelings define the individual’s 

cognitive degree of loyalty (Hallowell, 1996). The other dimension is behavioural. This 

reflects the degree to which attitudinal feelings are translated into loyalty behaviour. In other 

words it reflects intentions being translated into actions. Examples of loyalty behaviours given 

in the literature include continuing to purchase services from the same supplier, increasing the 

scale and scope of a relationship, or the act of recommending a product or service (Yi, 1990; 

Best, 2009). Later scholars agree with this earlier conceptualisation of loyalty. For example 

Zeithaml’s (2000) definition and measurement of customer loyalty were based on customers 

attitude and behaviour (Zeithaml, 2000). Earlier, Parasuraman et al (1988) and later Zeithaml 

(1996) noted that the behavioural component measures loyalty based on repeat purchase. 

Other authors have noted customer loyalty to reflect purchase frequency and Word of Mouth 

(WOM) recommendation (De Ruyter et al., 1998). Reichheld (2003) opined that the strongest 
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evidence of customer loyalty is the percentage of customers who are ready to recommend 

others to a particular product or service.  

The conceptualisation of customer loyalty has posed the rhetorical question “what is true 

loyalty”? This sets the scene for understanding the construct. It is popular opinion among 

researchers that true loyalty is difficult to build and sustain without incorporating the 

attitudinal parameter (Shoemaker and Lewis, 1999). This new development reflects in the 

observation by Dick and Basu (1994) that sustained loyalty is attainable when customers 

exhibit both positive attitude toward the object, and repeat patronage behaviour. The 

behavioural intention of being loyal is influenced by whether the customer is satisfied or 

dissatisfied with the service provided. The attitudinal aspect of customer loyalty encompasses 

long-term emotional commitment and trust to the organisation, its services, products and 

prices. Attitudinal loyalty is important to the conceptualisation because it denotes the 

customers’ probability of future commitment to the organisation and the propensity to 

recommend the company to friends or colleagues (Reichheld, 2003). “Attitudinal” here refers 

to “the psychological tendency that is expressed by evaluating a particular entity with some 

degree of favour or disfavour” (Eagly and Chaiken, 1993). The attitudinal components of 

customer loyalty are identified as price sensitivity, brand allegiance, and the frequency of 

purchasing a particular brand (Rundle-Thiele and Mackay, 2001).  

By the beginning of year 2000, the conceptualisation evolved to embrace affective, conative 

and the cognitive dimensions of loyalty. The scope of these dimensions was expressed 

succinctly by Gremler and Brown (1996; p. 173) as “ the degree to which a customer exhibits 

repeat purchasing behaviour from  a service provider, possesses a positive attitudinal 

disposition toward the provider , and considers using  only this provider when a need for this 

service arises”.  Thus, customer loyalty concept must embody the behavioural, attitudinal and 

cognitive processes (Sudhahar et al., 2006). Finally, the cognitive component includes 

attributes such as preference to a service organisation and belief that the organisation proffers 

the best offer and also attends to customer needs (Harris and Goodes, 2004). Thus, as 

mentioned, customer loyalty reflects customer satisfaction. It however goes way beyond that. 

Indeed the direction of the causal relation between satisfaction and customer loyalty has been 

reported in the literature. Tsoukatos and Rand (2006) reported that the prevailing idea is that 

service quality is an antecedent of customer satisfaction and that satisfaction influences the 

loyalty behaviour of customers. 

Best (2009) operationalised the concept of customer loyalty into measurable metrics. He 

expressed customer loyalty as an index computed as: customer loyalty score (CLS) = 
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customer satisfaction x customer retention x customer recommendation. Best (2009; p. 51) 

contends customer loyalty metric must “include the elements of customer satisfaction, 

customer retention as well as customer recommendation to potential customers”. In our 

characterisation we developed items of the construct that reflect both attitudinal and 

behavioural aspects of loyalty as posited above. Based on the literature we shall use the 

following cues as measures of customer loyalty in the banking industry of Ghana: 

Word of Mouth: the frequency or potential to recommend others to patronise the services of a 

customer’s primary bank. 

Repeat Purchase: consistent repeat purchase of a bank’s product and services. This is 

reflected in the intention to remain with the bank for the long term. 

Satisfaction: level of customer contentment with the products and services of their banks. 

3.2.3 Profitability 

Atrill and McLaney (2008; p. 70) define profit as “the increase in wealth attributable to the 

owners of a business that arises through business operations” (p. 70). Following from this, we 

define customer profitability as “the increase in wealth attributable to the owners of a business 

that arises through customers’ contribution by way of their loyalty and their being retained” 

Several measures of profitability exist in the literature. Chief among these are Return on 

assets (ROA), Return on capital employed (ROCE), return on ordinary shareholders fund 

(ROSF), return on sales (ROS) and return on equity (ROE) (Atrill and McLaney, 2008). All 

these measures however do not reflect contribution of the customer to firm profitability. Other 

measures have thus been used in hypothesised relationship of customer loyalty to profitability 

to reflect the customer’s contribution to profit. Hallowell (1996) for example used non interest 

expense/revenue (NIE/Rev) and justified its usage thus:  

“Retail bank profit can be separated into, first, the results of operations (revenue-enhancing as 

well as cost-incurring) which influence expenses and revenues that are not sensitive to interest 

rates, and second, treasury activities, which influence interest-sensitive costs and revenues. It 

is the non-interest-sensitive components of profitability, which is hypothesized to relate to 

customer loyalty. ROA contains both interest-sensitive and non-interest-sensitive 

components, while non interest expense/revenue (NIE/Rev) is generated only from non-

interest-sensitive costs” (Hallowell, 1996; p. 29). 

In this study, however we use Return on Customer Deposit (ROCD) and Net profit as 

measures for profitability since these are the most readily available data we could lay hands 

on. Further, we are of the view that ROCD reflects profit due to retail customer deposit which 

comes about as a result of retaining customers who are loyal and stick to their banks and new 
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customers who the banks gain through recommendation by others. Also, since our interest is 

in analysing hypothesised relationship between customer loyalty (which is a function of 

customer retention and recommendation) and profitability, we believe ROCD is an 

appropriate measure of profitability in this case.  

3.2.4 Market share and market share index 

Best (2009; p. 523) defines market share as “the percentage of current market demand 

obtained by a business” and market share index as “a hierarchy of market share factors (such 

as awareness, availability, interest, intention to buy and purchase) that results in an estimate of 

the market share” (p. 523). According to Best (2009), gaining market share is reflected in a 

firm’s marketing mix namely: (1) promotion strategies (2) product positioning strategies (3) 

price strategies (4) place strategies and (5) service strategies. A firm’s market share is 

therefore reflected in a firm’s strategic consideration of (1) creating awareness of its products 

and benefits (2) promoting its attractiveness, preferences and product benefits to customers 

(3) offering attractive service charges and benefits (4) aiming to provide services at every 

place and (5) providing satisfied services to its customers. Best (2009) further contends that 

the product of these marketing mix expressed in quantifiable metrics reflects the market share 

index of the firm. In this study, we obtained the market shares of the various banks through 

secondary data, i.e. from consultancy report prepared by the Price Waterhouse Coopers 

(2008).  

3.3 Literature review 

Both the service quality and marketing literatures have focussed on the relationships among 

service quality, customer satisfaction, price satisfaction, customer loyalty, brand image and 

reputation and profitability and market share. We hereby review findings of empirical studies 

conducted in these areas. 

3.3.1 Service quality, customer satisfaction, customer loyalty and profitability 

 The service management literature proposes that customer satisfaction influences customer 

loyalty (Hallowell, 1996) which in turn affects profitability. Nelson (1992) initiates 

statistically driven examination of these links. He established that relationship of customer 

satisfaction to profitability exists among hospitals. Rust et al., (1996) earlier on examined the 

relationship of customer satisfaction to customer retention in retail banking. The service 

management literature argues that customer satisfaction is the result of customers’ perception 

of the value received in a transaction or relationship- where value equals perceived service 

quality relative to prices and customer acquisition cost (Hallowell, 1996). Yi (1990) carried 

out a critical review of customer satisfaction and concludes “many studies found that 
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customer satisfaction influences purchase intentions as well as post purchase attitude” (p. 

104). 

On the other hand, some researchers have found a weak relationship between behavioural 

loyalty and profitability. For instance Reinartz and Kumar (2002), in their study of 4 

companies across different industries including retail banking prove that the correlation 

between behavioural loyalty and profitability was less than 0.5 for all the companies. Again 

Dowling and Uncles (1997) refuted earlier submission by Rechheld (1996) that the benefits of 

customer loyalty includes cost saving, less price sensitivity and recommendation about 

favourite brands. Thus although the interrelationships among these constructs/attributes may 

be somewhat inconclusive, the evidence seems to point more towards service quality --> 

customer satisfaction --> customer loyalty --> profitability pathway.  

Anderson and Sullivan (1993) reported that the customers’ repurchase intentions in Sweden 

are strongly connected to their satisfaction from specific product categories. Further, 

Anderson et al., (1994) argue that higher levels of customer satisfaction increase loyalty, 

decrease price elasticity, protect current market shares, decrease the cost of failures and of 

attracting new customers and help companies to build a positive corporate image. According 

to Tsoukatos and Rand (2006) financial service suppliers, worldwide, have recognized that a 

persistent customer satisfaction program is a most effective method of retaining customers 

and, hence, reducing the need of investments for attracting new ones. Buzzell and Gale (1987) 

earlier on found out that services of high quality result in more repeat sales and market share 

improvement. Lewis (1993) supports these findings and considers service quality as one of 

the most effective, and yet most difficult, means of creating competitive advantage and 

improving business performance. Athanassopoulos (2000) reports that financial service 

provider’s image is related to the dimension of satisfaction often reported as “corporate 

quality” (Athanassopoulos, 2000). Van der Wiele et al., (2002) provided some evidence for 

the links between customer satisfaction and business profitability while Lee and Hwan (2005) 

found that in banking, from the customer’s perspective, customer satisfaction directly 

influences purchase intentions while, from the perspective of management, it significantly 

influences profitability. Zeithaml et al. (1996) propose that when service quality is improved, 

it increases the favourable behavioural intentions of customers while decreasing the 

unfavourable behavioural intentions.  

Bhatty et al., (2001) identified a number of business characteristics and attributes that 

establish a strong bond with the customer and lead to the desired loyalty behaviours (see 

figure 3.1). Bhatty et al., (2001) further found out that the top 5 loyalty drivers expressed as a 
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percentage included (1) staff attitude (2) delivering on advertising promises, (3) favourable 

return policy (4) accurate product information and (5) treating customers as valued 

individuals. This reflects aspects of the service quality dimensions posited by Parasuraman et 

al., (1988). Indeed seven out of the top 10 loyalty drivers from Bhatty et al’s (2001) study 

were focussed on service quality dimensions and specifically relationship issues. However 

price, promotions and especially “loyalty programs” were way down the list. This suggests 

that relationship drivers of loyalty are far more important than core service attributes of 

businesses in inducing loyalty and profitability. 

3.3.2 Brand reputation and price satisfaction 

Researchers have identified corporate brand image and reputation as another driver of 

customer loyalty and ultimately profitability. This is because brand image has important 

influence on service quality product and service positioning, marketing, and profitability in 

the service industry (Best, 2009). According to Best (2009; p. 250), “a strong brand enhances 

positive evaluation of a product’s quality, maintains a high level of product awareness and 

provides a consistent image or brand personality”.  Again, these benefits extend to flanker 

brands though to a limit (Sheinin and Schmitt, 1994). However the extent of the influence of 

brand image on customer satisfaction and loyalty is far from established in the extant 

literature ( Brodie et al., 2009). Whilst the Pan-European Satisfaction Index (EPSI) rates 

brand image as an important driver of “perceived value, customer satisfaction and customer 

loyalty” (Eskilden et al., 2004; In Faullant et al., 2008), there are divergent views to this in the 

literature. In his study of the banking industry, Bloemer et al., (1998) found an indirect 

relationship where brand image is mediated by service quality. Again, Kottler et al., (1996; In 

Faullant et al., 2008), in establishing the relationship came out with a path analysis in the 

order: Image --> quality --> satisfaction--> post purchase behaviour.  

Customers use brand information to assess value (Grewal et al., 2004), and influence 

customer evaluations (Rao and Monroe, 1999). This involves a cost benefit analysis to 

determine perceived value. The cost side of the equation according to this view includes time 

and price spent on a service. The flip side of the equation includes service quality. 

 A firm’s reputation for providing value influences customer perception of value. Perception 

of value influences tremendously satisfaction and loyalty. Thus value proposition and 

provision may be significant in attaining customer satisfaction and loyalty in the service 

industry. Recent research by Brodie and Cretu (2007) dwelt on brand, image and reputation 

on customers’ perception of product and service quality, customer value, and customer 

loyalty. Their findings indicate a positive relationship between brand’s image on customer 
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perceptions of product and service quality. Again they establish that company reputation has 

influence on perceptions of customer value and customer loyalty. In another development 

Brodie et al., (2009) tested the influence of brand image, company image, employee trust, and 

company trust on customer loyalty. The authors report that with the exception of company 

image all the others showed insignificant relationship with customer loyalty.  

Competitive pricing is another attribute that is hypothesised to relate to customer loyalty. 

According to economic theory, the price level dictates demand in a competitive market. Thus 

price is an important influence on product and service acceptance. However perception may 

neutralise this view in that customers may accept premium price because of perceived quality, 

image and loyalty to a brand. According to Best (2009), acceptable price may not attract 

customers because of switching cost and loyalty to a competitor’s brand. It suggests therefore 

that the evidence regarding the relationship between price satisfaction and customer loyalty 

may be inconclusive. Hence, we also investigate whether or not this relationship exists in the 

Ghanaian cultural setting.  
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Relative importance of business attributes influencing customer loyalty
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 Figure 3.1: Essentials for customer loyalty (Source: Bhatty et al., 2001)  

Key: Blue indicate relationship drivers for loyalty and gold indicate core service 

attributes. 

3.3.3 Culturally dependent determinant of customer loyalty 

From the literature review above, the evidence points towards a strong interrelationship 

among service quality, customer satisfaction, price satisfaction, brand image, customer loyalty 

and profitability. However it must be emphasised that some studies could not establish this 

relationships. This may be explained by the different cultural context within which the studies 

were carried out. As Winsted (1997) reports customers in different cultures may receive 

service quality differently. Matilla (1999), Furrer et al., (2000) and Lopez et al., (2007) among 

others have found that culture is an important determinant of customers’ perception of service 
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quality and its impact on loyalty. This underscores the need to study these relationships from 

the perspectives of different cultures. Hence our present work makes an important 

contribution by studying loyalty drivers in the banking sector from a unique cultural setting. 

Further, our research points out the relative importance of the main service quality dimensions 

and the other attributes investigated in this study in relation to customer loyalty and 

profitability in the Ghanaian banking industry. This serves as basis for understanding which 

strategies the banks need to adopt in order to be more competitive- price reduction strategies, 

service improvement strategies or customer loyalty programs. In the next chapter, we present 

the research model and methodology of the study. 
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CHAPTER FOUR 

RESEARCH MODEL AND METHODOLOGY 

4.1 Introduction 

We present the research model and methodology in this chapter.  

4.2 Research model 

In this study we investigate loyalty drivers from the perspective of Ghanaian retail banking 

customers. In this section we develop a research model to investigate relationship between 

loyalty drivers, loyalty, and market share and banks’ profitability. The framework of our 

research model is presented in figure 4.1. The main construct definitions and research 

hypotheses have been presented in earlier chapters. However we summarise below the main 

research hypotheses for the sake of emphasis. 

Based on the work of Parasuraman et al., (1988) that provided evidence that perceived service 

quality is based on multidimensional factors relevant to the context, and that service quality is 

an antecedent to customer satisfaction and loyalty, we investigate the relevance of this 

relationship in the Ghanaian cultural setting and hence hypothesise that: 

H1: Service quality instigates customer loyalty  

However customer satisfaction based on the dimensions of service quality (reliability, 

tangibility, responsiveness, assurance and empathy) may by itself be inadequate to generate 

loyalty needed. For example, Reichheld (1996) and Rust et al., (1996) in their respective 

works did not see a significant relationship between satisfying customer need through service 

quality delivery and long-term customer loyalty and return on investment. A customer –led 

bank needs to adopt strategies that differentiate its services and products from others. It is 

important to understand subtle concepts such as brand image and reputation, the competitive 

price and the overall satisfaction. Thus customer loyalty management rises above mere 

satisfaction to include processes and relationships that connect customer needs and the banks’ 

objective of creating financial value to the banks. Hence we further hypothesise that: 

H2- The five dimensions of service quality vary in the degree to which they drive customer 

satisfaction and loyalty 

H3- Competitive pricing determines customer satisfaction and loyalty 

H4- Perceived bank image and reputation motivate customers’ loyalty 

Finally based on the literature reviewed earlier, we additionally hypothesise that: 

H5- Customer loyalty and market share increase banks’ profitability 
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H6 Dissatisfied customers switch banks in order to experience better service quality 

elsewhere. 

Figure 4.1 below illustrates customers perceived service quality premised on the Parasuraman 

et al., (1988) seminal model ( SERVQUAL) as well as that of Brady and Cronin (2001) and 

Cronin and Taylor (1992; SERVPERF). As mentioned earlier in chapter three, in our 

framework, service quality is conceptualised through two pathways- first as P-E (gap between 

perception and expectation) and subsequently as P since the expectation conceptualisation is 

insignificant (Cronin and Taylor, 1992). Hence what we measure is the perception.  Therefore 

we use a single set of questionnaire to elicit responses on customer perception (Brady and 

Cronin, 2001) and not two set of questionnaires that measured perception and expectation 

differently and finding the difference as was done by Parasuraman et al., (1988). We also 

include in our framework the fact that spurious loyalty may abound and incomplete 

satisfaction may lead to customer defection or switching. 

4.3 Methodology 

The term methodology refers to the structured sets of procedures and instruments by which 

research is conducted. It is a framework within which facts are registered, documented and 

interpreted in a research. The two basic methodological approaches to which different studies 

might naturally lend themselves are the qualitative and the quantitative methods. Whilst 

qualitative research is more descriptive, quantitative research more often draws inferences 

based on statistical procedures and often makes use of graphs and figures in its analysis 

(Ghauri and Grönhaug, 2005). In recent years, it has become common to use triangulation or 

both qualitative and quantitative methods in a single research (Ghauri and Grönhaug, 2005). 

In our study, we make use of both methods. However the quantitative approach features more. 

On the other hand, the qualitative approach is needed more in the explanatory aspects of the 

observed relationships in this study. Thus for example, we were interested to know why 

dissatisfied customers switch or why they do not defect to other banks (see appendix A, part 

C). This aspect of our study was qualitatively analysed.  

4.3.1 Types and sources of data collected 

Two types of data were collected- primary and secondary data. Primary data was sourced 

through costumer survey whilst secondary data was accessed from the banks’ annual reports 

and financial reports including balance sheets via the internet (central bank’s website),  

government papers and consultancy reports. 
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Figure 4.1: Research model 
Legend: In our research model, the 5 service quality dimensions are antecedents to overall service quality and influences service expectations (E) 
and perceptions (P). Since expectation (E) is insignificant, P-E≈P. The model also shows that perceived service quality instigates customer 
satisfaction which in turn influences loyalty, market share and profitability along the paths shown. Since customer satisfaction is only to a degree, 
the dotted arrow reflects customers who get dissatisfied and eventually switching banks. Also bank image and reputation as well as competitive 
pricing influence customer satisfaction through the pathways shown.
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4.3.2 Sample and procedures 

A questionnaire was designed to elicit responses on the main constructs investigated in this 

study (see appendix 1) to gather primary data. Next we carried out a pilot study to test the 

relevance of the questions. Based on the feedback, we modified the questionnaire to eliminate 

vague and unclear questions. The questionnaires were then distributed via e-mail contacts 

which were subsequently forwarded to other peoples between April and May 2009. Feedback 

was received till the end of June 2009 from our e-mail contacts as well as their e-mail 

contacts. Further, we utilised face to face random distribution to banking customers in Ghana 

via research assistants. An achievable sample of 200 questionnaire responses was targeted. 

We however received a total of 220 through electronic and face to face sampling. Twelve 

questionnaires were rejected for excessively missing data making the total questionnaire 

accepted and analysed to stand at 208, 8 more in excess of our original target.  

The questionnaire involved questions that extracted information on demographic profile of 

the respondents and the banks they are associated with, the extent to which customers are 

satisfied with the services they receive from their banks in terms of service quality, the degree 

of their satisfaction, their perceptions of their banks’ image and reputation, price 

competitiveness of their banks’ services and products, as well as their loyalty perceptions to 

their banks and whether they intended to switch banks in case of dissatisfaction with service 

(see appendix A). Degree of customer satisfaction was evaluated on a 7 point likert scale 

(Likert, 1932). This ranged from 1= strongly disagree, 2 = somewhat disagree, 3 = slightly 

disagree, 4 = neutral, 5 = slightly agree, 6 = somewhat agree to 7 = strongly agree. 

4.3.3 Measurements 

In order to test the hypothesised relationships, the main constructs/attributes measured in this 

study include the following: (1) Service quality (2) customer satisfaction (3) customer loyalty 

(4) competitive pricing (price satisfaction) (5) Image and reputation (6) market share (7) 

customer profitability. Many of the instruments used are adapted from existing literature. 

Others are however developed based on the extant conceptual studies (e.g. items for price 

satisfaction and Image and reputation index). Apart from market share and customer 

profitability which were evaluated based on secondary data (financial and consultancy 

reports), the other measurements were based on primary data (questionnaire using a 7 point 

likert scale evaluated from the customers perspectives). 
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Service quality 

Service quality was assessed in two ways both as antecedents (Wang et al., 2004) based on 

Parasuraman et al’s (1988) five dimensions namely, tangibility, reliability, responsiveness, 

assurance and empathy as well as overall service quality. The measurement made use of 22 

items on a 7 point likert scale to measure the five dimensions. The scores were averaged for 

each service quality dimension and also for the overall service quality to obtain a “service 

quality index”. 

Customer satisfaction 

Customer satisfaction was evaluated using 3 items rather than a single item on a 7 point likert 

scale. According to Wang et al., (2004) there are many shortcomings associated with 

measuring a construct with a single item. Wang et al., (2004) point out that it often fails to 

capture the richness and complexity of a theoretical construct or latent variable that is not 

directly measurable. Hence multiple item scales help to average out the variance due to 

random errors, specific items, and method factors (Yi, 1990) as well as subtle differences in 

respondent perception (see questionnaire at appendix A). 

Customer loyalty 

Customer loyalty was computed from four question items reflecting both attitudinal and 

behavioural aspects of loyalty on a 7 point likert scale. This characterisation is based on 

customer retention and recommendation intentions and is consistent with the characterisation 

of Best (2009).  

Competitive pricing (price satisfaction) 

Our customer survey gauged price satisfaction by including questions that elicit responses on 

paying competitive interest rates on deposits  and charging reasonable service fees among 

others (appendix A). The responses were averaged to develop an index representing 

satisfaction with price (“price satisfaction index”). 

Image and reputation 

Bank image and reputation was computed as an index based on itemised questions that reflect 

customers’ perception of how reputable they deem their banks to be (see again appendix A). 

Market Share  

The figures for market shares of the various banks were obtained through secondary data from 

the Ghana Banking Survey 2008 report (Price Waterhouse Coopers, 2008).  
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Profitability 

As mentioned earlier, two profitability measures were used- Net profit and Return on 

customer Deposit (ROCD). ROCD was computed as Net Profit after tax/customer Deposit. 

4.3.4 Analytic methods 

We use both quantitative and qualitative approaches in our analysis. However we focus more 

on quantitative methods. According to Creswell (1994), quantitative research focuses on 

examining a problem based on testing a theory and analysing it using statistical techniques. In 

order to investigate the hypothesised relationships in this study, we employ statistical 

techniques using correlation, chi square (χ2) and regression analyses. All measurements were 

at 5% level of significance. We also made use of descriptive statistics as well such as 

averages and frequencies using Statistical Package for the Social Sciences (SPSS) version 11. 

Correlation and regression were carried out using Excel Analysis toolpak, 2003 version.  

Further in our data analysis, we treated the likert measurements as interval data making use of 

parametric statistics. Hence we applied Pearson’s correlation coefficient which is a parametric 

measure of correlation rather than spearman ranked correlation which does not assume 

normality in the distribution of  data. Pearson’s correlation uses interval data whilst Spearman 

ranked correlation uses ordinal data. Whether individual likert items could be regarded as 

interval level or ordinal data is subject of disagreement (Dawes, 2008). Whilst some scholars 

are of the view that they should be treated as ordinal data because “the psychological ‘distances’ 

between Likert-type scale points are not equal (Bendixen and Sandler, 1994 cited in Dawes, 2008 p. 

67)  others contend that the relation between the original scale values and the ‘real’ identified scale 

values is very close and thus justifies its treatment as interval level data in which case averages 

could be computed and parametric analysis carried out (Dawes, 2008; p. 67). For example, 

Kennedy et al. (1996; cited in Dawes, 2008) demonstrated empirically that  the notional scale values 

of 1, 2, 3, 4 and 5 equated to 1, 2.2, 3.1, 4.1 and 5 respectively. Further, the leading texts in the 

marketing field support the treatment of such scales as if they are equal-interval (e.g. Dillon et al. 

1993, p. 276; Burns & Bush 2000, p. 314; Aaker et al. 2004, p. 285; Hair et al. 2006, pp. 365–366; 

cited in Dawes, 2008).  

A growing consensus therefore has been to approximate as interval level data when there are 

more than 5 components in which case parametric analysis could be undertaken. This 

rationale and approach is consistent with data analysis and methodologies in the service 

management literature. For example Parasuraman et al (1988) measured service quality on the 

SERVQUAL scale using 7 point likert scale treated as interval data. Indeed Parasuraman et 

al., (1988; p. 31) stated that “SERVQUAL can be used to assess a given firm’s quality along 
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each of the five service quality dimensions by averaging (emphasis ours) the difference 

scores on items making up the dimension. It can also provide an overall measure of service 

quality in the form of an average score across all 5 dimensions” Similarly Lopez et al (2007) 

used averages and correlations to investigate service quality and customer satisfaction among 

banking customers of different ethnic groupings in the US using survey data by means of 

likert scale measurements treated as interval data. Based on the empirical studies showing a 

reasonably close approximation to equal interval, and the precedent shown in the leading texts and 

journals,  we analyse our data as if they were equal-interval. 
In addition since our research is partly built on Parasuraman et al’s (1988) framework for 

measuring service quality, we use similar approaches treating our measurement as interval 

data on a 7 point likert scale. This approach also ensured easy comparability of results with 

earlier work done. 

4.3.5 Achieving  reliability and validity  

According to Ghauri and Grönhaug (2005), reliability refers to stability of measurement and 

relates to the absence of random errors of measurements (Ghauri and Grönhaug, 2005; p. 81). 

Reliability measure demonstrates that the operations of the study such as data collection 

procedures could be repeated, with the same results. Construct validity on the other hand 

implies establishing the core operational measures for the concepts being studied. In other 

words it reflects the extent to which the study measures what it claims to investigate (Ghauri 

and Grönhaug, 2005; p. 80). In this study, the theoretical foundations of the constructs being 

measured have been vigorously discussed in chapter 3. Also, this study investigates 

empirically, hypothesised relationships among variables (constructs) some of which have 

been statistically validated already. For example, ‘service quality’ as a construct has been 

based on Parasuraman et al’s (1988) SERVQUAL scale which has been validated analysing 

data from four independent samples (Parasuraman et al., 1988). Further, as mentioned 

already, the theoretical basis of other constructs used and their operationalisation have been 

based on sound theory (see chapter 3 and also section 4.3.3-measurements). 

 In addition to the above, we also made use of multiple indicators of the constructs measured 

in our study to increase both reliability and validity. According to Ghauri and Grönhaug 

(2005; p.82), “through the use of multiple indicators, researchers are more able to cover the 

domain of the construct which it purports to measure” (see also Wang et al., 2004). Thus the 

constructs measured have been based on multiple items rather than single items. This is 

reflected in the questions asked in this study. For example “empathy” was based on 5 items 

(see questionnaire; statements 16-20 in appendix A) whilst “image and reputation” has been 
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based on 6 items (see questionnaire; statements 37-42 in appendix A). The use of such 

multiple items reduces random errors and thus helps increase reliability. Further, it helps even 

out errors and subtle differences in respondent understanding of the constructs. 

 Regarding reliability of primary data collected, we stated in the questionnaire that our 

research was for academic purposes, did not ask respondents to give their names, there was no 

reward associated with responding to the questionnaire and it was fully voluntary. This was to 

instil confidence in respondents to give reliable responses. Further we eliminated responses 

with excessively missing data from our analysis. In relation to secondary data our data was 

collected from credible sources for example from Price Waterhouse consultancy reports and 

from the Central Bank of Ghana’s website. We also compared data from multiple sources to 

ensure they were reliable (Ghauri and Grönhaug, 2005). Hence the information we analyse in 

this study represents the exact data we obtained from the field. If there are any errors, then 

these are errors associated with the sources but not with us. To the extent that we made use of 

multiple sources of data, used multiple indicators and used constructs based on solid theory, 

as well as made use of constructs validated in earlier studies, we believe we made the effort to 

achieve data reliability and construct validity. 

The next chapter presents analysis and discussion of our results. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 35 



CHAPTER FIVE 

ANALYSIS OF RESULTS AND DISCUSSION 

5.1 Introduction 

In this chapter, the results obtained in our study are presented and analysed. We start by 

presenting background information on the respondent statistics. Such information includes 

demographic profile and basic banking statistics of the respondents. We then follow with 

analysis of main hypotheses tested in the study and end the chapter by discussing the findings 

especially in relation to the theories espoused in chapter 3.  

5.2 Respondent statistics 

The results reveal that out of the 208 valid respondents, 127 were males and 81 were females. 

This represents 61% males and 39% females respectively. The age distribution of the 

respondents ranged from 16 to 65 with the age group 26-35 scoring the highest frequency of 

98 representing 47.1% of total respondents. This was followed by the age group 36-45 which 

represents 25.5% of total respondents. The age group 56-65 recorded the lowest frequency of 

5 representing 2.4%. The banking statistics reveal that 92.3% of respondents belong to 

identifiable banks by name whilst the rest (7.7%) belong to banks designated as “other 

banks”. The identifiable banks included Ghana Commercial Bank (GCB; 18.8%), Standard 

Chartered Bank (SCB; 9.1%), Barclays (22.1%) and others as shown in appendix B 4. 

Appendix B also shows all details of the respondent statistics. 

 5.3 Hypotheses testing 

This section presents analysis of the main hypotheses tested. We tested hypotheses 1-4 using 

correlation analysis. Hypothesis 5 was tested using regression model whilst hypothesis 6 was 

tested using χ2 and through analysis of bar chart plots.  

5.3.1 Hypotheses 1-4 

These hypotheses denoted as H1 to H4 stated as follows:  

H1- Service quality instigates customer satisfaction and loyalty  

H2- The five dimensions of service quality namely tangibility, reliability, responsiveness, 

assurance and empathy vary in the degree to which they drive customer satisfaction and 

loyalty. 

H3- Competitive pricing determines customer satisfaction and loyalty 

H4- Perceived bank image and reputation motivate customers’ loyalty 
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In order to test and draw conclusions on the above we make the following relevant 

formulations:  

Null hypotheses  

(H01): Service quality and customer satisfaction are independent 

(H03): Competitive pricing and customer satisfaction and loyalty are independent 

(H04):  Perceived bank image & reputation and customer loyalty are independent 

Alternative hypotheses 

 (HA1) Service quality and customer satisfaction are dependent 

(HA2): Competitive pricing and customer satisfaction and loyalty are dependent 

(HA4): Perceived bank image & reputation and customer loyalty are dependent  

In order to verify the above hypotheses we established whether there was a correlation among 

the various variables. Correlation depicts the strength of linear relationship between two 

variables. Correlation coefficients run from -1 to +1. Correlation coefficients close to -1 show 

a strong inverse relation whilst a coefficient close to +1 denotes a strong direct relation. 

Mathematically, a correlation between 2 variables X and Y is given by: 

∑ ∑∑ −−−−= 22 )()(/)()(),( yyxxyyxxYXCorrel                 (5.1) 

Where yx, are the samples means (Iversen and Gergen, 1997). 

Table 5.1 below shows the correlation matrix obtained based on customers’ perception scores 

of the various constructs measured in the study. 

 

Table 5.1: Correlation matrix showing strengths of relationship amongst the various variables 
 

  1 2 3 4 5 6 7 8 9 10 
1. Tangible 1          
2. Reliability 0,61 1         
3. Responsiveness 0,65 0,81 1        
4. Assurance 0,66 0,73 0,78 1       
5. Empathy 0,69 0,69 0,76 0,81 1      
6. Service quality 0,61 0,73 0,72 0,72 0,78 1     
7. Customer satisfaction 0,63 0,74 0,74 0,70 0,75 0,85 1    
8. Customer loyalty intentions 0,62 0,70 0,69 0,68 0,70 0,77 0,85 1   
9. Price competitiveness 0,30 0,36 0,36 0,45 0,43 0,36 0,44 0,47 1  
10. Image & Reputation 0,57 0,65 0,64 0,66 0,67 0,72 0,78 0,80 0,53 1 
 
Legend: Nos. 1-10 on first row are codes as follows- 1=Tangible, 2= Reliability, 
3=Responsiveness, 4= Assurance, 5= Empathy, 6= Service quality, 7= Customer satisfaction, 
8= Customer loyalty intentions, 9= Price competitiveness and 10 = Image & Reputation 
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From the correlation matrix (table 5.1), the correlation coefficient between service quality and 

customer satisfaction is 0.85. This indicates a strong direct linear relationship. In addition, the 

correlation coefficient between service quality and customer loyalty intentions is 0.77 again 

indicating a strong relationship. Similarly the correlation coefficient between customer 

satisfaction and customer loyalty intentions is also strong (0.85). We therefore reject the null 

hypothesis (H01) that service quality and customer satisfaction are independent but do not 

reject the alternative hypothesis (HA1) that service quality and customer satisfaction are 

dependent. To state formally, we conclude that “service quality instigates customer 

satisfaction and loyalty”.  

Again we infer from table 5.1 to test and analyse hypothesis 2. From the table, the 5 

dimensions of service quality which serve as antecedent to overall service quality shows 

different correlation coefficients. The correlation coefficient between tangibility and customer 

satisfaction is 0.63 and that between reliability, responsiveness, assurance and empathy on the 

one hand and customer satisfactions on the other hand are respectively 0.74, 0.74, 0.70 and 

0.75. Further, the correlation coefficient between tangibility and loyalty intentions is 0.62 and 

that between reliability, responsiveness, assurance and empathy on the one hand and loyalty 

intentions on the other hand are respectively 0.70, 0.69, 0.68 and 0.70 respectively. Although 

all these correlations show strong relationships we found out that the strengths of the 

relationships vary. Thus the five service quality dimensions vary in the degree to which they 

drive customer satisfaction and loyalty. Thus within the Ghanaian banking Industry the most 

important drivers of customer satisfaction and loyalty are empathy, reliability, responsiveness, 

assurance and tangibility (in descending order based on the strength of their correlation 

coefficients). Tangibility is the least important driver of both customer satisfaction and 

customer loyalty. This finding is significant and it is in sharp contrast with what currently 

pertains at the banks. Indeed the mean rankings of the 5 dimensions based on customer 

perception shows that currently the banks place more emphasis on tangibility instead of 

empathy (customers perceive the banks mean effort at tangibility to be 5.07- the highest; see 

mean scores in appendix B1).  

There is therefore a mismatch between service quality the banks provide and service quality 

the customers preferred. The implication here is that there is the need for management to take 

a look at strategies that emphasise service delivery as it relates to relationship issues since the 

study shows through the correlations that banks that score well in empathy have customers 

with high loyalty intentions compared with the loyalty intentions of customers whose bank 
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focuses more on tangibility. In other words, customers who perceive their bank staffs to be 

empathetic (caring and giving individualised attention) tend to be more loyal than those who 

perceive their banks to be investing more in tangibles. Put another way, providing customers 

with care and individualised attention is more important than providing a conducive business 

environment to the customer. Hence in order to retain customers, there is the need to focus on 

the most important drivers of customer satisfaction and loyalty revealed thus far. 

From the above analysis it is clear that there is differential importance in the degree to which 

the five service quality dimensions instigate customer satisfaction and loyalty. We therefore 

do not reject hypothesis 2 that “the five dimensions of service quality namely tangibility, 

reliability, responsiveness, assurance and empathy vary in the degree to which they drive 

customer satisfaction and loyalty”. 

From table 5.1 again, the correlation coefficient between price competitiveness and customer 

satisfaction on one hand and price competitiveness and customer loyalty on the other hand are 

0.44 and 0.47 respectively. Both of these correlations failed to show correlations above 

average. This shows weak linear relationship among these variables. We therefore do not 

reject the null hypothesis (H03) that “Competitive pricing and customer satisfaction and 

loyalty are independent”. We reject the alternative hypothesis (HA3) that “Competitive 

pricing and customer satisfaction and loyalty are dependent”. To state formally there is not 

enough evidence not to reject hypothesis 3 that “competitive pricing determines customer 

satisfaction and loyalty”. Thus in the Ghanaian banking Industry, the current product charges 

and benefits are relatively not important drivers for customer satisfaction and loyalty. This 

may be due to price insensitivity among the banks’ customers or that the differences in 

pricing policies of the various banks may not be significant to influence customers’ loyalty 

intentions. Thus it may be more reasonable to suggest that customers are price insensitive at 

current pricing level.  

In addition, from our analysis, customers’ perception of the image and reputation that their 

banks have built over time is an important determinant of customers’ satisfaction and loyalty. 

The correlation coefficient between customers’ perception of their banks image & reputation 

and their satisfaction levels returned a correlation coefficient of 0.78 while image & 

reputation with customer loyalty returned 0.80. These indicate strong linear relationships. We 

therefore reject the null hypothesis (H04) that “Perceived bank image & reputation and 

customer loyalty are independent” but do not reject the alternative hypothesis (HA4) that 

“Perceived bank image & reputation and customer loyalty are dependent.” We therefore 

 39 



conclude that “Perceived bank image and reputation motivates customers’ satisfaction and 

loyalty”. 

From the analyses of hypotheses 1-4 the following points can be succinctly made: The most 

important drivers of customer satisfaction in Ghana’s banking Industry based on the data 

analysed are (in descending order of importance) service quality (correlation coefficient r = 

0.85) and bank image & reputation (r = 0.78). The most important dimensions of service 

quality that drives customer satisfaction are empathy (r = 0.75), reliability (0.74), 

responsiveness (r = 0.74), assurance (r = 0.70) and tangible (r = 0.63). Similarly the important 

drivers for customer loyalty are image and reputation (r = 0.80) and service quality (r = 0.77). 

The important dimensions of service quality that influence customer loyalty are empathy (r = 

0.70), reliability (r = 0.70), responsiveness (r = 0.69), and assurance (r = 0.68) before 

tangibility (r = 0.63) (see figures 5.1 and 5.2 below). 
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Figures 5.1a (above) and b (below): Drivers of customer satisfaction in Ghana’s Banking 

Industry 
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Figures 5.2a (above) and b (below): Drivers of customer loyalty in Ghana’s Banking 

Industry 

5.3.2 Hypothesis 5 

In hypothesis 5, we hypothesised that “customer loyalty and market share increase banks’ 

profitability”. This hypothesis could be broken down into two: 

5a- Customer loyalty instigates banks’ profitability and 

5b- Increased market share leads to increased profitability 

To test this hypothesis and draw conclusions, we formulate the following: 

Null hypothesis (H01): The level of customer loyalty and firm profitability are independent 

Null hypothesis (H02): The relationship between market share and bank profitability are 

independent 

Alternative hypothesis (HA1): The level of customer loyalty and profitability are dependent 

Alternative hypothesis (HA2): Market share and bank profitability are dependent 

 

In order to verify the above, we made use of mean likert scores of customer loyalty 

perceptions to their various banks we obtain from primary data (based on questionnaire 

survey) and the corresponding secondary data on market shares and profit figures of a cross-

section of banks in Ghana (sourced from Price Waterhouse Coopers, 2008). We then run two 

regression analyses on loyalty-profitability relation on one hand and market share- 

profitability relation on another hand with the help of Excel analysis toolpak, 2003 using 

profitability as the dependent variable in both cases.  
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“Regression analysis describes the way in which a dependent variable is affected by a change 

in the value of one or more independent variable (Iversen and Gergen, 1997; p. 398)”. 

Appendix B 5 shows the raw data source for our regression analysis.   

Decision rule: Reject null hypothesis if F calculated > Fcritical at α = 0.05 (5% level of 

significance). However if F calculated < Fcritical, we do not reject the null hypothesis. 

Another way of drawing conclusion on the significance of the regression is that if the p-value 

(probability) calculated by the regression is less than our significance level (0.05) then it 

means the probability of drawing another sample from the population that gives similar 

results and satisfies the null hypothesis is so low that we reject the null hypothesis (Iversen 

and Gergen, 1997; p. 271). “A p-value is a probability that provides a measure of the evidence 

against the null hypothesis provided by the sample. Smaller p-values indicate more evidence 

against H0 (Anderson et al., 2009; p. 347)”.  Hence if p- value of the regression (population) 

< 0.05, we reject the null hypothesis but if p-value> 0.05, we do not reject the null hypothesis. 

For hypothesis 5a two measures of profitability- ROCD and net profit both failed to reject the 

null hypothesis (p-value > 0.05 in both cases). Thus this study rejects the alternative 

hypothesis (HA) that customer loyalty instigates banks profitability. However from our 

regression analysis for hypothesis 5b, we obtain r2= 0.89. F calculated (excel regression) 

=65.55, Fcritical from statistical table at α = .05 and 1 and 8 degrees of freedom (d.f.) is 5.32. 

Since F calculated is greater than F critical, this shows significance of the overall regression 

and we reject the null hypothesis. We however do not  reject the alternative  hypothesis that 

market share and banks’ profitability are dependent within the context of Ghanaian banking 

industry. Figure 5.3 shows line fit plot for the significant regression (hypothesis 5b). Other 

results of the regression analysis are shown in appendix C.  

To state more formally, from the regression analysis and interpretation of its findings, we do 

not reject hypothesis 5b that “Increased market share leads to increased profitability”. 

However we do not have enough evidence from the present study not to reject hypothesis 5a 

that “Customer loyalty instigates banks’ profitability”.  

It is worth noting that there are important considerations and implications of these findings as 

we posit in the discussion in section 5.4 below.  

 43 



Market share (2007)  Line Fit  Plot

0

20000000

40000000

60000000

0 10 20

Market share (2007) 

P
ro

fi
t 

(2
00

7)

Profit (2007)

Predicted Profit
(2007)
Linear (Profit
(2007))

 

Figure 5.3: Line fit plot of the relationship between market share (by customer deposit) and 

banks’ profit 

5.3.3 Hypothesis 6 

Hypothesis 6 stated this way: “Dissatisfied customers switch banks in order to enjoy better 

service quality elsewhere”. In order to test this hypothesis, we asked respondents to state 

whether they were satisfied or not with the overall service they receive from their banks. Out 

of those not satisfied, we asked them to state whether they would consider switching banks or 

not and also to assign reasons for their responses (see part c, appendix A). Analysis of the 

responses revealed the following: Of the 208 respondents, 110 were satisfied with the services 

rendered by their banks and 98 were dissatisfied. Of those dissatisfied, 68 intended to switch 

to other service providers while 30 intended to continue staying with their banks. The 

explanatory notes provided by these respondents show that some hope for better services in 

the future as their reason for deciding to stay in spite of being dissatisfied. Some of those 

intending to continue with their banks though believed the services offered by Ghanaian 

banks were homogenous and irrespective of whether they switch or not, it would not make a 

difference and hence their decision to continue with their banks. Yet other dissatisfied 

respondents believed that because of associated switching costs, they would prefer to continue 

dealing with their present banks in spite of the poor services rendered. 

 Figures 5.4 and 5.5 show graphical illustration of the results obtained.  
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Figure 5.4: Proportion of overall satisfied and dissatisfied customers in Ghana’s banking 

Industry 
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Figure 5.5: Switching and “non-switching” intentions of dissatisfied customers 

 

Clearly figure 5.5 shows that majority of dissatisfied customers have switching intentions 

(69%) against a minority of 31%. However to further validate these findings we employ chi 
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square (χ2) analysis to show that the switching and non-switching intentions of dissatisfied 

customers are statistically significant. 

The chi square test is a versatile test in statistical theory and its intent is in evaluating whether 

the observed frequencies in a distribution differ significantly from an expected frequency 

according to some assumed hypothesis (McBean and Rovers, 1998; p. 60). Mathematically, 

chi square is computed according to the following expression:  

∑ −= exp/exp)( 22 obsχ                                                                                      (5.2) 

Where obs = observed frequency and exp = expected frequency (Iversen and Gergen, 1997; p. 

370). 

In order to test hypothesis 6 statistically we formulate the following: 

Null hypothesis (H0): The level of customer satisfaction and switching intentions are 

independent 

Alternative hypothesis (HA):  The level of customer satisfaction and switching intentions are 

dependent 

To test the null hypothesis we set up a contingency table which is a table of frequencies 

showing the distribution of data on two categorical variables (Iversen and Gergen, 1997; p. 

346) as shown in the table below.  

 

                                                                     Level of customer satisfaction 

 

Switching 

Intentions 

 Yes satisfied No not satisfied Total 

Intend to switch 0 (35.96) 68 (32.04) 68 

Do not intend to 

switch 

110 (74.04) 30 (65.96) 140 

Total 110 98 208 

Table 5.2: 2x2 contingency table for observed levels of customer satisfaction and their 

switching intentions (expected frequencies are in brackets) 

The expected frequency for a particular cell in the table is found from the expression: 

Expected frequency = row total x column total/ table total                                                  (5.3)  
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Decision rule: Reject H0  if χ2 calculated > critical value at α (level of significance) = 0.05.  

Substituting the observed and expected frequencies in equation 5.2 we obtain calculated χ2 = 

113.39. Further from statistical tables at 1d.f, the critical value at 5% level of significance = 

3.84. Thus since χ2 calculated (113.39) > critical value (3.84) at α =0.05, we reject H0. 

From the analysis of both the graphical results and chi square, we find out that majority of 

dissatisfied customers have intentions to switch (69%), and also there was statistically 

significant difference between those with switching intentions and those who do not intend to 

switch. On the strength of the above analysis and findings therefore, we reject the null 

hypothesis (H0) that “the level of customer satisfaction and switching intentions are 

independent” but do not reject the alternative hypothesis (HA) that “the level of customer 

satisfaction and switching intentions are dependent”. We conclude that “Dissatisfied 

customers switch banks in order to enjoy better service quality elsewhere”. 

5.4 Discussion 

Findings of the present study agree to a large extent with the theoretical principles and 

empirical results espoused in chapter three of this work. The analyses of the results have 

confirmed all the stated hypotheses except hypotheses 3 and 5a. Hypothesis 3 as noted stated 

that “competitive pricing determines customer satisfaction and loyalty” and hypothesis 5a 

stated that “customer loyalty instigates banks’ profitability”.  

This study done within the Ghanaian context found out that service quality instigates 

customer satisfaction which in turn is related to customer loyalty. These findings are in tune 

with similar findings by Hallowell (1996) and Yi (1990) who reported that customer 

satisfaction influences purchase intentions as well as post purchase attitude (loyalty). Our 

findings may thus suggest that customer perception of customer satisfaction and loyalty 

within the Ghanaian cultural context are similar to those reported elsewhere in the literature.   

As discussed earlier in chapter 3, the evidence regarding customer loyalty as a driver of 

profitability is somewhat inconclusive. Whilst Hallowell (1996) found a strong relationship 

between customer loyalty and profitability, Reinartz and Kumar (2002) found weak 

correlation (< 0.5) between behavioural loyalty and profitability in their study of 4 companies 

across different industries including retail banking. The current findings are in line with 

Reinartz and Kumar’s (2002) findings.  

It is worth noting that although in our present study we did not find enough evidence to 

support the hypothesis that customer loyalty increases banks’ profitability we believe from the 
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theoretical perspective, customer loyalty still remains an important and potential driver of 

profitability. This is because our findings show that 69% of dissatisfied customers 

representing a third (68/208) of all banking customers have intentions to switch (see fig 5.5 

and table 5.1). This is a potential source of revenue and profit loss to the affected banks 

should these customers switch. Thus the insignificant regression results on the relation 

between customer loyalty and profitability can be accounted for by the fact that “disloyalty” 

(low loyalty) does not immediately translate into switching, revenue loss and profit decrease 

to the affected banks. There is a time lapse. Thus although customers may have low loyalty, it 

does not result immediately in revenue loss and profit decrease to the banks since customers 

do not immediately switch. Hence this explains why we found banks whose customers have 

low loyalty to their banks but the banks churn out high profits. However as Best (2009; p. 40) 

points out, “in markets where customers cannot switch to alternatives quickly, a high 

percentage of dissatisfied customers would signal a coming exodus from a business and the 

resulting decline in sales and profitability”. Arguing out the pros of customer loyalty, 

Reichheld and Sasser (1990) point out that customer loyalty creates increased profit through 

enhanced revenues, reduced costs to acquire customers, lower customer-price sensitivity, and 

decreased costs to serve customers familiar with a firm’s service delivery system (see 

Reichheld and Sasser, 1990). 

Another important findings from our study relates to the roles of competitive pricing and 

brand image and reputation in driving customer satisfaction and loyalty. Revelation from the 

study shows that customer satisfaction leads to a perception of strong brand reputation and 

image among retail customers (r = 0.78). This finding validates Anderson et al., (1994) 

assertion that consistent provision of satisfactory service (higher levels of customer 

satisfaction) increases loyalty and help companies to build a positive corporate image. The 

positive correlation of brand image with customer satisfaction is also  consistent with the Pan-

European Satisfaction Index (EPSI) rating that brand image is an important driver of 

“perceived value, customer satisfaction and customer loyalty” (Eskilden et al, 2004 In Faulant 

et al., 2008). Further, this agrees with Brodie and Cretu (2007) who found out that there is a 

positive relationship between brand’s image and customer perception of product and service 

quality and that company reputation has influence on perceptions of customer value and 

customer loyalty.  

The influence of competitive pricing on customer loyalty from our study, fails to return a 

strong correlation (r<0.5). Our findings are in line with Bhatty et al., (2001) and also 
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Hallowell (1996) who found that price was less important than service quality and customer 

satisfaction in instigating customer loyalty. Thus although according to economic theory, 

price level dictates demand in a competitive market, as we posit earlier, perception may 

neutralise this view in that customers may accept premium price because of perceived quality, 

image and loyalty to a brand. We therefore conclude that within the range of service charges 

and other charges quoted by the banks, there is price insensitivity among the banks’ 

customers (Hallowell, 1996).  

Finally to emphasise the main findings in this study, it can be stated without equivocation that 

the main drivers of customer loyalty in the Ghanaian banking industry include service quality 

(important dimensions in decreasing order include empathy, reliability, responsiveness, 

assurance and tangibility), customer satisfaction and brand image and reputation. On the other 

hand, market share is an important driver of profitability in the banking industry. Customer 

loyalty could be said to be a potential driver of profitability and becomes relevant when 

satisfied customers stick to their banks and dissatisfied customers with switching intentions 

do actually switch. The next chapter provides concluding remarks and recommendations 

based on the research findings. 
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CHAPTER SIX 

CONCLUSION AND RECOMMENDATIONS 

6.1 Introduction 

This final chapter focuses on conclusion and recommendations of the study. In the next 

section we provide a summary of the main findings, followed by implications of the study for 

managers and business leaders. We then end the chapter with a brief discussion of the study 

limitations and recommendations for future research.  

6.2 Summary of main findings 

Six hypotheses have been tested in this study. The findings relating to them are summarised in 

table 6.1 below. Further it is worth noting that the findings of this study reveal that the five 

dimensions of service quality to varying degrees are important determinants of customer 

satisfaction and loyalty in Ghana’s banking Industry. In addition, customers’ perception of 

their banks’ image and reputation was another important determinant of their loyalty 

affiliations. Price competitiveness was found to be relatively unimportant to perceived 

customer satisfaction and loyalty. The study also found that market share is an important 

driver of banks profitability. However there was not enough evidence to support the 

hypothesis that increased customer loyalty results in increased profitability. Our findings 

however suggest that with the high switching intentions of dissatisfied customers, low loyalty 

levels will in the long run result in low customer retention and hence low profitability. 

Similarly,  high loyalty levels would in the long run result in high customer retention and 

hence increased profitability. Thus as stated in the preceding chapter, customer loyalty could 

be said to be a potential driver of profitability and it becomes especially relevant when 

satisfied customers stick to their banks and dissatisfied customers with switching intentions 

do actually switch. 
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Hypotheses Not 

rejected 

Rejected 

1. Service quality instigates customer satisfaction and loyalty       X  

2. Service quality dimensions vary in the degree to which they 

drive customer satisfaction and loyalty 

      X  

3. Competitive pricing determines customer satisfaction and 

loyalty 

           X 

4. Perceived bank image and reputation motivates customers’ 

loyalty 

     X  

5a. Customer loyalty instigates bank’s profitability           X 

5b. Increased market share leads to increased  profitability      X  

6. Dissatisfied customers switch banks in order to enjoy better 

service quality elsewhere 

     X  

Table 6.1: Summarised findings of hypotheses tested in the study 

6.3 Implication of study for managers 

Our study has among other things, looked at how the different dimensions of service quality 

instigate customer satisfaction and loyalty. By taking this disaggregated approach focusing on 

how all five dimensions (rather than just looking at how overall service quality) instigate 

customer satisfaction and loyalty, we have shown that not all five antecedents of service 

quality (tangibility, reliability, responsiveness, assurance and empathy) contribute to 

customer value, satisfaction and loyalty equally among retail banking customers in Ghana. 

This we believe provides a more useful and practical information for managers in improving 

service quality (especially empathy as shown in this research), creating and delivering 

superior customer value and achieving high customer satisfaction (Wang et al., 2004).  

This study further shows that a potential high number (69%) of dissatisfied customers would 

switch to other banks. This represents a potential loss of banking revenue and profit. This has 

serious implications for banks under performing when it comes to satisfying customers and 

keeping the customers loyal (see appendix B5 for customers’ rankings of their loyalties to the 

various banks). According to Best (2009), dissatisfied customers vent their anger by telling 

others about their negative experiences and for every 1 dissatisfied customer, 8 to 10 people 

get to hear of it (Best, 2009; p. 42). The implication here is that such a firm not only loses 
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some of its customers and hence market share but fails to capture new and niche markets that 

would enable it expand its market share and profitability due to the negative word of mouth. 

In order to avert such a possibility, there is the need for managers and business leaders to 

direct effort at customer relation management (CRM). We are of the view that developing an 

organisational culture centred on CRM that takes into consideration the total customer 

experience (Total Customer Experience-TCE takes into consideration the satisfactions and the 

challenges customers grapple with in their dealings with their banks) will be a step in the right 

direction. This is in view of the findings of this research and the fact that similar studies have 

shown that what influences customers’ evaluation of their service experience, satisfaction, 

value and loyalty especially in the service industry are mostly relationship issues (Bhatty et 

al., 2001).  

A strategy to entrench and perpetuate this new organisational approach and mentality, 

especially for banks lagging behind in their customer relations would be to focus on person-

organisational fit approaches to recruitment (DuBrin, 2007; p. 442 ). Such approach could 

involve first, laying a vision of service quality centred management in the company 

handbook. This should be translated into clear actions in the company’s recruitment policy. 

For example interview guidelines for recruitment could include assessing applicants’ 

personality in relation to their service management values  and if need be, appropriate training 

be given based on extent of new recruits readiness and adaptability to a service management 

centred culture. This approach could also help to break and eliminate the cycle of employing 

people whose mindset, work ethics and values do not fit the envisioned organisational culture. 

Furthermore, existing staff should be re-trained and communicated to effectively on the new 

direction the organisation seeks to go. Such communication should come from top 

management to demonstrate the seriousness that is attached to this preferred way of doing 

things.  

Higgins, (1996) eloquently articulated the importance of effectively communicating strategy 

this way: “That corporate strategy, regardless of how elegantly conceived, how 

comprehensive its scope or how forward-looking its thrust, does not provide competitive 

advantage until it is communicated, understood, valued, and acted upon by a variety of key 

corporate stakeholders.”  

In addition to the above, to build competitive advantage, Ghanaian banks that want to provide 

satisfied services and retain loyal customers need to fill all touchstones, including tellers, 

front desks, receptions and counter operators with trained boundary spanners (those with 
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whom customers and the outside world first make contact)  whose warmth and friendliness 

reflect the culture the organisation seeks to institutionalise. In addition, performance 

evaluations, especially for boundary spanners  should include accountability for CRM. In 

other words compensations and rewards should be linked to extent to which managers and 

boundary spanners meet set service quality standards and objectives. This could be done 

through periodic customer satisfaction surveys and internal evaluations.  The above strategies 

could serve as important service differentiation strategies that financial services institutions 

could use as sources of competitive advantage to survive the banking competition and 

increase their profitability. 

6.4 Limitations of study and recommendation for future research 

In spite of the contributions this study has made to business research in general and service 

quality management in particular, there are limitations associated with the research we wish to 

highlight. First, our sample is based on 208 respondents. This may be woefully inadequate to 

generalise findings to the entire retail banking Industry since the study used a rule of thumb 

approach of targeting 200 achievable respondents. Ideally, a representative sample size should 

have been calculated before embarking on data collection. This was however impossible due 

to limited resources and time constraints especially since the period allotted for the thesis 

work was limited. Additionally, in testing the hypothesis whether customer loyalty instigates 

banks’ profitability, our regression analysis made use of profitability data obtained at the end 

of 2008 based on secondary sources while our loyalty figures were based on primary data 

obtained June 2009. It is worthy to note that there may be changes in the market forces that 

could have given different profitability figures in June 2009 was it possible to obtain such 

data. It is therefore possible that the data mismatch due to the different time periods could 

affect the results of our studies. We have to point out though that the profitability data used 

was the latest publicly available for our research. Furthermore, in analysing the relationship 

between customer loyalty and profitability, we used customer perceived loyalty as our 

measure of loyalty. In testing such hypothesised relationship, Hallowell (1996) who found 

statistically significant relation between loyalty and profitability, has advocated for length of 

relationship with bank and customer retention rates as proxy measures of loyalty. This 

approach seems more robust. However in our present study, we were unable to do this. This is 

because this approach  may mean targeting particular groups of customers who have been 

customers of their banks for a particular length of time. Again, however, due to limited 

resources and time constraints, we were unable to do this and this may be a source of 

limitation to our work. In spite of such possible limitations, we believe our research has 
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contributed to the existing literature on service quality, customer loyalty and profitability in 

the banking sector. Further, our work has contributed to using research findings to solve 

management problems. 

By way of recommendations, we recommend that future studies should improve on 

weaknesses espoused in this work. Finally,  we suggest that the  role of gender and age group 

in perception of service quality, customer satisfaction, loyalty and profitability should be 

researched into in future studies. This may serve as basis for market segmentation strategies 

by banks in order to provide the right service package to meet particular sex and age groups 

and also increase the banks competitiveness.  
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APPENDIX A 
 
Research Questionnaire 
 
We are MBA students from Blekinge Institute of Technology, Sweden. As part of our studies, 

we are carrying out a research on consumers’ perception of services in Ghana’s banking 

sector. We shall appreciate it if you will please answer the following questions as candidly as 

you can! It takes only 10-15 minutes. Please be assured that the responses you give are for 

academic purposes only.  

Daniel  & Cephas  

 

Section A 

1. Sex: M/F           2. Age group: a. 16-25 b. 26-35 c.36-45 d. 46-55 e.55-65 f. over 65. Please 

highlight/circle   

3. I am a customer of the following bank (Please select one or specify one) 

a. GCB b. Standard Chartered c. Barclays bank d. Ecobank e. Zenith bank f. Stanbic g. 

Merchant h. other (specify)… 

Section B 

Please rank the following on a scale 1-7 to reflect your feelings and the extent to which you 

agree with the statements. The minimum you may rank is 1 and the maximum 7. You may 

rank 1, 2, 3, 4, 5, 6 or 7. Please circle or highlight your answer in bold. 
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Tangible Strongly 
Disagree 

     Strongly 
Agree 

1. My bank’s physical facilities are 
visually appealing  
 

1 2 3 4 5 6 7 

2. My bank uses state of the art 
technology and equipments in their 
service delivery 

1 2 3 4 5 6 7 

3. The employees are well dressed and 
neat in appearance  
 

1 2 3 4 5 6 7 

Reliability 1 2 3 4 5 6 7 
4. When the bank promises a certain 
service by a certain time, it does so 

1 2 3 4 5 6 7 

5. When customers have a problem, the 
bank shows sincere interest in solving it 

1 2 3 4 5 6 7 

6. My bank delivers its services promptly 
at the time it promises to do so 

1 2 3 4 5 6 7 

7. My bank always performs the service 
right the first time 

1 2 3 4 5 6 7 

Responsiveness        
8. The bank employees tell me exactly 
when services will be performed  
 

1 2 3 4 5 6 7 

9. The bank employees give me a prompt 
service  
 

1 2 3 4 5 6 7 

10. The bank employees are always 
willing to help me  
 

1 2 3 4 5 6 7 

11. The bank employees are never too 
busy to respond to my requests  
 

1 2 3 4 5 6 7 
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Assurance Strongly 
Disagree 

     Strongly 
agree 

12. The employees instil confidence in 
customers 

1 2 3 4 5 6 7 

13. Customers feel safe in transactions with the 
bank 
 

1 2 3 4 5 6 7 

14. The employees are consistently courteous 
with customers  
 

1 2 3 4 5 6 7 

15. The employees have knowledge to answer 
customers’ questions 

1 2 3 4 5 6 7 

Empathy        
16. The bank employees give customers 
individual attention 

1 2 3 4 5 6 7 

17. The bank has customers’ best interest at 
heart 

1 2 3 4 5 6 7 

18. The employees understand customers 
specific needs 

1 2 3 4 5 6 7 

19. My bank provider has operating hours and 
location convenient to all its customers 

1 2 3 4 5 6 7 

20. The employees give off their personal 
attention 

1 2 3 4 5 6 7 

Customer Perceived overall service quality        
21. My bank always delivers excellent overall 
service 

1 2 3 4 5 6 7 

22. The services offered by my bank are of high 
quality 

1 2 3 4 5 6 7 

23. My bank delivers superior service in every 
way  
 

1 2 3 4 5 6 7 
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Customer Satisfaction Strongly 

Disagree 
     Strongly 

Agree 
24. I am completely satisfied with the services 
delivered by my bank 

1 2 3 4 5 6 7 

25. I feel very pleased with services offered by my 
bank  
 

       

26. I feel absolutely delighted with my banks 
services 

       

Behavioural intentions of customer        
27. I would like to remain as a customer of my 
present bank 
 

       

28. I would like to recommend my bank to friends 
and people I know 
 

       

29. I will say positive things about my bank to 
other people 
 

       

30. I would like to keep close relationship with my 
bank 
 

       

31. I consider myself to be loyal to my bank  
 

       

Competitive Pricing (Price satisfaction)        
32.Interest rates on short, medium and long term 
loans are reasonable compared to other banks 
 

       

 
 
33.Foreign currency pricing and trading 
by my bank is reasonable compared to 
other banks 
 

1 2 3 4 5 6 7 

34.Costs of maintaining account with 
the bank is low compared to other 
banks 
 

1 2 3 4 5 6 7 

35.Interest earned on fixed term 
deposits are high compared to other 
banks 
 

1 2 3 4 5 6 7 

36.Bank charges on domestic banking 
are low compared to others 
 

1 2 3 4 5 6 7 

Image and reputation 
 

       

37. I will continue to patronize this 
bank even if the service charges are 

1 2 3 4 5 6 7 
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increased moderately 
 
38. I will keep patronizing this bank 
regardless of everything being changed 
somewhat 
 

1 2 3 4 5 6 7 

39. I am likely to pay a little bit more 
for using the services of this bank 
 

1 2 3 4 5 6 7 

40. To me, this bank would rank first 
among the other banks 
 

1 2 3 4 5 6 7 

41. The bank I patronize reflect a lot 
about who I am 
 

1 2 3 4 5 6 7 

42. Repeatedly, the performance of this 
bank is superior to that of competitor’s 
one 
 

1 2 3 4 5 6 7 

 
 
Part C 
Are you satisfied with the overall service you receive from your bank?  Yes    No 
If no, would you consider switching to another bank?     Yes    No 
If Yes, why? 
If No why? 
 
 
Thank you very much for your time 
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Appendix B: 
 
1. Summary of descriptive statistics of results obtained from questionnaire using SPSS 
 
 1 2 3 4 5 6 7 8 9 10 
N 208 208 208 208 208 208 208 208 208 208 
Mean 5.07 4.34 4.38 4.82 4.63 4.51 4.33 4.58 4.43 4.07 
Mode 6 5 4 5 4 4 4 7 5 4 
Median 5.00 4.50 4.42 5.00 4.42 4.67 4.33 4.80 4.40 4.17 
Percentile: 25 4.33 3.50 3.50 4.00 3.80 3.67 3.33 3.20 3.60 3.17 
                  50 5.00 4.50 4.42 5.00 4.42 4.67 4.33 4.80 4.40 4.17 
                   75 6.00 5.44 5.50 5.75 5.60 5.67 5.50 6.00 5.24 4.96 
 
Note: 1= Tangible 2= Reliability, 3= Responsiveness, 4=Assurance, 5= Empathy, 6= 
Perceived service quality, 7= customer satisfaction, 8= Loyalty intentions, 9= competitive 
pricing and 10 = Brand image and reputation 
 
 
2. Respondent Statistics on Sex 
 
 

SEX

127 61,1 61,1 61,1
81 38,9 38,9 100,0

208 100,0 100,0

Male
Female
Total

Valid
Frequency Percent Valid Percent

Cumulative
Percent

 
 
3. Respondent Statistics on Age 
 

AGE

28 13,5 13,5 13,5
98 47,1 47,1 60,6
53 25,5 25,5 86,1
24 11,5 11,5 97,6

5 2,4 2,4 100,0
208 100,0 100,0

16-25
26-35
36-45
46-55
56-65
Total

Valid
Frequency Percent Valid Percent

Cumulative
Percent
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Appendix B 
 
4. Respondent statistics on their Banks 
 
 

 
 
 
5. Source data for regression analysis 
 

Bank 
Customer 
Loyalty 

Customer 
Satisfaction 

Serivce 
quality 

Market share 
(2007) 

Profit 
(2007) 

ROCD 
(2008) 

GCB 3,06 2,92 3,21 15,9 39543580 0,036 
SCB 4,6 4,4 4,88 10,25 43174000 0,045 
Ecobank 4,91 4,74 4,81 8,29 27462000 0,049 
SG-SSB 4,03 3,85 4,28 4,95 15576794 0,052 
Zenith 5,04 5,13 4,67 2,54 52197 0,029 
ADB 5,17 4,33 4,28 4,8 9278832 0,047 
Merchant 5,85 5,5 5,21 5,69 16166000 0,076 
HFC 4,7 4,37 4,83 1,48 4375292 0,07 
Stanbic 5,8 5,24 5,14 4,72 10541107 0,39 
Barclays 4,99 4,69 4,84 18,19 52807000 -0,01 

 
 Perceived customer loyalty to their banks, degree of satisfaction and perception of service 
quality offered by their banks. The table also shows market share (2007), Profit (2007) and 
ROCD (2008) from secondary data. 
 
 
 
 
 
 
 
 
 
 
 

Banks 

39 18,8 18,8 18,8 
19 9,1 9,1 27,9 
46 22,1 22,1 50,0 
31 14,9 14,9 64,9 
16 7,7 7,7 72,6 
5 2,4 2,4 75,0 

12 5,8 5,8 80,8 
11 5,3 5,3 86,1 
7 3,4 3,4 89,4 
6 2,9 2,9 92,3 

16 7,7 7,7 100,0 
208 100,0 100,0 

GCB 
SCB 
Barclays 
Ecobank 
SG-SSB 
Zenith 
ADB 
Merchant 
Stanbic 
HFC 
Other banks 
Total 

Valid 
Frequency Percent Valid Percent 

Cumulative 
Percent 
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Appendix C 
 
1. Output summary for the dependence of profitability (Net profit) on customer loyalty 
 
SUMMARY OUTPUT     
      

Regression Statistics     
Multiple R 0,337129201     
R Square 0,113656098     
Adjusted R 
Square -0,012964459     
Standard Error 43766583,31     
Observations 9     
      
ANOVA      

  Df SS MS F 
Significance 

F 
Regression 1 1,71939E+15 1,72E+15 0,897612 0,374973233 
Residual 7 1,34086E+16 1,92E+15   
Total 8 1,5128E+16       
      

  Coefficients Standard Error t Stat P-value  
Intercept -45507789,73 87063537,97 -0,5227 0,617316  
Loyalty 
intentions 16957323,09 17898351,54 0,947424 0,374973  
      
      
      
RESIDUAL OUTPUT     
      

Observation 
Predicted Profit 

(2008) Residuals    
1 6381618,925 31211897,08    
2 32495896,48 691103,5155    
3 37752666,64 -4173666,643    
4 22830222,32 -7308525,323    
5 39957118,64 -30405867,64    
6 42161570,65 -27226680,65    
7 53692550,35 -29682550,35    
8 34191628,79 -28111025,79    
9 52844684,19 95005315,81    
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Appendix C 
 
2. Output summary for the dependence of profitability (ROCD) on customer loyalty 
 
SUMMARY OUTPUT     
      

Regression Statistics     
Multiple R 0,471140594     
R Square 0,22197346     
Adjusted R 
Square 0,09230237     
Standard Error 0,01506401     
Observations 8     
      
ANOVA      

  Df SS MS F 
Significance 

F 
Regression 1 0,000388454 0,000388 1,711819 0,238631967 
Residual 6 0,001361546 0,000227   
Total 7 0,00175       
      

  Coefficients 
Standard 

Error t Stat P-value  
Intercept 0,008681694 0,032402957 0,267929 0,797727  
Loyalty intentions 0,008954669 0,006844167 1,308365 0,238632  
      
      
      
RESIDUAL OUTPUT     
      

Observation 
Predicted ROCD 

(2008) Residuals    
1 0,036082982 -8,29824E-05    
2 0,049873173 -0,004873173    
3 0,052649121 -0,003649121    
4 0,044769012 0,007230988    
5 0,053813228 -0,024813228    
6 0,054977335 -0,007977335    
7 0,06106651 0,01493349    
8 0,05076864 0,01923136    
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Appendix C 
 
3. Output summary for the dependence of profitability (Net profit) on market share 
 
SUMMARY OUTPUT     
      

Regression Statistics     
Multiple R 0,944048034     
R Square 0,891226691     
Adjusted R Square 0,877630027     
Standard Error 6274677,523     
Observations 10     
      
ANOVA      

  Df SS MS F Significance F 
Regression 1 2,58071E+15 2,58E+15 65,5474544 4,00661E-05 
Residual 8 3,14973E+14 3,94E+13   
Total 9 2,89568E+15       
      

  Coefficients 
Standard 

Error t Stat P-value  
Intercept -1490901,695 3504661,168 -0,42541 0,681753579  
Market share 
(2007)  3044991,784 376104,2233 8,096138 4,00661E-05  
      
      
      
RESIDUAL OUTPUT     
      

Observation 
Predicted Profit 

(2007) Residuals    
1 46924467,67 -7380887,674    
2 29720264,09 13453735,91    
3 23752080,2 3709919,803    
4 13581807,64 1994986,363    
5 6243377,437 -6191180,437    
6 13125058,87 -3846226,87    
7 15835101,56 330898,4424    
8 3015686,146 1359605,854    
9 12881459,53 -2340352,527    

10 53897498,86 -1090498,86    
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Appendix D 
Customer perception scores of the main constructs measured in the study computed as 
averages of items of the constructs (source data for correlation matrix) 
 
Note: A= Tangibility, B =Responsiveness, C= Assurance, D = Reliability, E= Empathy, F =  
Service quality perception, G = Customer satisfaction, H = Loyalty, I= Competitive pricing, J 
=Brand Image and reputation  
Customer 
Nos. A B C D E F G H I J 

1 5 3,25 4 4,25 6 4 4 4 4 2,5 
2 6 4,25 4 5 4 4 4 2 3,4 2,83 
3 2 1,75 2 2,75 2,8 2 2 1,8 3,2 1,67 
4 4 3,75 4,5 4,5 4,2 4,33 3,33 3 1,8 2,83 
5 3,66 1,5 1,25 3,33 2,2 1,67 1 3,5 2,2 3,17 
6 2 2,75 3,5 2,75 3,4 3,67 4 2,4 4 4,33 
7 5,67 4,75 5,5 6 6 5,33 6 7 7 5,67 
8 6,33 4,25 4,25 5,5 5,6 5,33 5,67 6,6 6,2 5,5 
9 6 5,75 5,25 6 5,2 5 5,5 7 6 5,33 

10 5 3 3 4,5 3,4 4,67 5,33 4,6 3,8 5,33 
11 4 4,67 3,25 6 6,2 6,33 5 5,6 5,2 4,33 
12 5 5,25 4,75 6 5,4 6 7 6,6 6 4,83 
13 2,67 2,75 3 5,25 4,5 4 3,67 3,6 5 3,4 
14 4,67 6 4,75 5,75 5,4 5 4 6 4,6 3,83 
15 5 3,75 3 3,75 3,4 3,67 3 5,4 4 3,83 
16 7 5,8 6,5 6,75 6,8 6,33 6 6,6 5 6,5 
17 5,33 4 5,75 5 4,8 3 4,33 5,8 6 4,67 
18 7 6,75 6,75 6,5 6,2 6,67 6,75 7 5,2 6,83 
19 5,33 7 4,75 7 6,4 7 7 7 7 7 
20 7 3,75 6,5 5,75 4,6 4,67 5,33 5,2 4,8 3,83 
21 4,67 2 4,5 6,5 5,8 7 2,67 2,2 2 2,16 
22 5,33 4,25 3,5 5 5,6 4 4 3,6 4,2 3,5 
23 7 5,25 5 5,75 5,2 5,67 5,33 5 4 4,33 
24 4,33 3,25 3,5 4 4,2 4 3 4,6 5 4,5 
25 6,67 5,5 6,5 6,25 6,8 6 7 6,8 5,6 4,83 
26 6 5 4,75 5,75 5,8 6 5 6 4,8 4,83 
27 2,67 2,5 2,5 2,25 3,2 3 2 2,4 3,6 3,17 
28 6 4,75 5,25 6,5 6,6 5,33 5,33 6,4 5,2 4,83 
29 5,67 3,75 3,5 3,5 4,4 3,33 4 4,4 4 3,16 
30 3,67 4,25 4,5 1,8 3,4 4 3,33 4,2 3,4 4,67 
31 4,33 4,5 4,5 4,5 4,6 4,67 5 5,2 4,6 4 
32 5,67 3,5 2 3,5 3 4 3 3,2 3,6 3,67 
33 2,33 4,5 3,5 3,75 2,6 2,67 2 3 3 3,5 
34 5,67 3,5 3,5 3,25 3,4 3 4 2,4 3,6 3,17 
35 4 2,5 3 2,5 3,6 3,67 3 3,2 2,4 3,17 
36 4,33 2,5 2,5 3 3,8 3 2,67 2,6 2,17 2,4 
37 7 6 6,8 7 7 7 7 7 6 5,5 
38 5 3,33 5,25 3,5 4 3,33 3,33 3,6 3 3,6 
39 5,33 3,67 3,5 6 3,6 3 2,2 3,4 6 4,6 
40 7 7 7 7 7 7 7 7 7 7 
41 6,67 6,25 6 6,5 6,2 7 6,67 6,8 5,8 5,5 
42 7 5,8 6,5 7 7 7 7 7 3,6 7 
43 6,33 6,75 6,25 6,5 7 7 6 7 6,8 7 
44 4,67 4 3,75 4,5 4,4 3,33 2 2,6 3,6 2 

 72 



45 5 3,5 2,5 4,5 4 4,33 3,67 1,4 5 1,5 
46 5 5 4,75 5 4,6 5 5 6,2 4,8 4,83 
47 6 5,5 6 6 6 5,67 5,33 5,8 4,8 5 
48 3 2 3,6 3,25 3,5 4 1 1 3 1 
49 6,67 6,25 5,75 6,25 6,3 5 6 7 4,8 4,83 
50 4,67 5,25 4,75 5,5 6 5 6 5,6 5 4,8 
51 6,33 5,5 6,75 5,75 5,6 5,33 6,67 5,8 4,6 4,5 
52 6 4,25 3,25 4,25 5 5 4 4,4 3 3,67 
53 3,33 5 4,6 6,25 3,8 6,67 7 5,8 6,4 5,5 
54 4,67 4 3,25 4 3,8 3,33 3,33 4,25 3,8 2,83 
55 3,67 4,75 4,5 4,5 4,5 4,67 4,33 4,6 4,6 4,67 
56 5,67 3,67 5 4,75 3,6 4 4 2,8 3,2 3,33 
57 5,33 7 7 7 7 7 7 7 7 7 
58 6,33 4,75 5,75 6 5,4 4,67 7 6,8 5 6,33 
59 3 1,5 2,75 2,75 2 1,33 1 1 6 1 
60 4,33 6,25 5,75 6,75 3,6 2,33 3 2,8 5,25 2 
61 4,67 3,75 1,75 2,5 2,6 2 2 1,4 5,2 1 
62 6 5,25 4,5 3,75 4,4 3,33 2,67 3,4 3,8 2,67 
63 4,67 4,5 5 5 4,6 4,33 4 4 5,2 4,83 
64 5 3,25 3,5 3,75 3,2 3,67 5 5,4 4 4,33 
65 6,33 6,25 7 6,5 6 5 5,5 7 6,4 6,67 
66 5,67 5,5 5,75 5,5 6,2 6 6 5,6 4,6 4,17 
67 5,33 4,75 6,75 5,75 5,8 5,33 5 6 5 5 
68 5,67 4,25 3,75 5 4,4 4,33 4,33 6 4,6 4,33 
69 6,67 5 5 5,33 5,8 5 5 6 4,4 5,67 
70 4,33 3,25 4 4 4 4 4 4 4 3,5 
71 6 6,25 6,75 7 6,2 5,67 5,67 7 5,4 6,16 
72 5,67 4,33 7 6 5,6 5 6,33 5,4 4,8 4,5 
73 6 6 6,25 5,75 5,2 5,33 5,33 6,4 4,6 5,17 
74 6,67 6,75 7 5,75 6,2 6,33 6,67 5,6 3,5 4,5 
75 4,33 2,75 2,75 4,5 4,4 3,33 2 2,4 2,6 4 
76 5,33 5,75 6,25 4,75 5,6 4,33 3,67 2,8 3,8 3,83 
77 4 1,25 1 3 2,8 2,33 2 3,8 3,4 1,83 
78 6 5 5 4,5 5,2 5 4 4,2 4,2 5 
79 6,33 6,25 6,25 5,5 5,8 5,33 4 6,4 5,25 4,33 
80 6 3,75 3,5 4,25 5 4 4,67 2,8 2,2 2,17 
81 5,67 4,25 4 6,25 6,2 4,67 5 6,2 6,4 6,17 
82 5,33 2,5 2,5 3,25 2,2 1 1,33 5,2 6,6 3,33 
83 3,67 1,5 1 2,75 3,2 1 1 2,8 4,8 1,83 
84 4,33 3 2,75 2,25 3,4 3 2 2 3,4 1,6 
85 6,67 5,75 4,75 5,25 5,4 5 4,33 6,4 4,2 4,83 
86 6 3 4,25 3,75 3,8 3 1,33 2,4 1,8 1 
87 5 5,25 3 5 4,4 4 3 1,8 5,6 4,2 
88 6 3 3,25 3,75 5,5 4 3,33 3,8 3,8 3,33 
89 7 5,75 5,25 6 6,6 6,67 7 7 5,8 6 
90 5,67 5,25 3,75 5 4,2 4,33 4 6,8 6 5 
91 3,33 2,33 2,25 1,5 2,8 2 2,33 1,8 1,8 2,2 
92 5,67 4,5 4,75 6 4,8 5 5 5,8 6 4,17 
93 4,67 2,5 1,75 2,5 6 5,67 5,33 5,6 6 5 
94 2 1,25 1,5 2,5 2,4 1 1 2,4 4,75 2,17 
95 6,33 5,5 6 5,75 5,4 6 6 6 4,4 5,83 
96 2,67 3 2,75 4,75 4,2 3,67 4 2,4 5,6 3,83 
97 4,33 5 4,5 5,25 3,6 4,67 4 4 4,4 3,5 
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98 6,33 5,75 6 5,25 4 5 5 5 4,8 5 
99 5,67 6 6,25 7 6,2 6 5,67 6 6 5,83 

100 2,67 1,25 1 1 1,8 1 1 1 6,2 1,17 
101 4,33 4,75 4,25 5,5 4,4 4,67 4 4,8 4 3 
102 4,33 4 4 3,75 4,2 4 1,33 1,5 1,8 3 
103 6 2,75 4 6,5 5,8 5 4 4,8 6,6 5,83 
104 5 4,75 4,25 4,5 4,6 4 3 4 4,4 2,5 
105 4 4,5 4 4,25 4 4 4 4,8 4 3,83 
106 5 3,75 2,5 2,75 1,8 3 3 2,2 4,4 3,67 
107 4 5,25 3 3,5 4,8 4,67 5,67 5,2 4,6 4 
108 3,67 3,33 2 2 2,4 2,67 4 3,2 2,2 2,67 
109 6,67 5,75 5,75 6 5,8 6,67 7 7 6,2 6,33 
110 5,67 4,25 4,5 5,5 5,2 5,67 5,33 6,6 2,6 3,83 
111 6 5,25 5,75 5,75 5 6 6 6,2 3 5,5 
112 1,67 1 1,75 2,5 2,2 1 1 1 3 1 
113 6 5,75 5,75 5,75 5,2 5,67 5,67 6 5 5,5 
114 4 4,25 3,5 4 3,4 3,33 2,33 2,8 2,6 1,83 
115 6 5 5 4,75 5 5,67 5,67 6 5 4,83 
116 4,67 5,75 5,75 5 6 6 6 6 5 5,67 
117 3,67 5,5 5,5 4,25 4,2 4,33 5,67 5 4 2,67 
118 4,67 3,25 2,75 4,25 3,4 2,33 2,67 3,8 5,8 3,17 
119 2,67 4 3,5 3 2,8 3 2,33 2,75 3,5 3,5 
120 5,67 4,5 4,5 5,5 5,2 5,33 4,67 4,8 5,4 4,17 
121 4,67 6 6 7 7 5,67 4,67 6 4,6 3,33 
122 4,67 3 2,75 3 3,8 4 4,33 4,2 5,8 3 
123 4,67 4,25 4,25 5 4,4 5,67 4,33 4,6 3,6 3,5 
124 2,33 4 2,75 3,25 2,6 3,33 2 1,6 3,2 4 
125 6,33 5,25 4,25 4,25 3,8 6,33 4,67 6,4 4,8 6 
126 4 4,25 3,5 3,75 4,2 3 3,33 3,2 3,8 2,6 
127 4,67 4,25 4,25 5 4,4 5,67 4,33 4,4 3,6 3,5 
128 6 5,5 5,5 5,75 5,8 6 6 6 6,4 6,67 
129 6,33 6 5,25 6 5,2 5 4,67 5 4,6 4,33 
130 4,33 4,5 4,5 4,25 4,2 4 4 4,4 3,5 4,67 
131 6,33 5 5,5 4 4,2 6 5 5 6 3,67 
132 5 4,5 4,75 5,75 4 4,67 5,33 6 5 4,17 
133 6,33 6,25 6,5 5,5 6,8 7 7 6,6 6,5 7 
134 3,33 2,75 3,25 3,75 3,4 2,67 3 3 4,8 3,8 
135 7 4 4 5,5 5,2 4,33 4 4,4 3,8 4 
136 2,67 3,33 5 3,25 3,6 2,33 3,33 3,6 5,4 4 
137 6,67 3,5 6,75 7 7 7 7 7 6,8 5,5 
138 5,67 1 1 5 4,2 1 3 1,67 2,33 3,4 
139 4,67 4,75 5,5 5,5 4,5 5 5 5 4,6 3,83 
140 6,67 5,5 6 6,5 6 6 6 7 6 6 
141 5 3,5 4 4,75 3,6 4,5 2 2,6 3,7 2,8 
142 4,33 3,5 3,25 4,25 4,2 4,33 3 2 4,4 3 
143 6,33 6 6 6,5 5,6 6 6 5,8 4,6 4,33 
144 5,67 5,75 6 6,5 5,5 6 6 6,2 5,8 5,33 
145 5,67 5,25 5,25 6 5,2 5,33 5,33 5,25 4,4 4,17 
146 4 3,75 3,25 4,75 3 4,67 4,67 6,6 4,2 6 
147 3 2,33 2,67 2,5 2,6 2 1,33 3 2,8 2,33 
148 3,67 3,5 4 4,25 4,4 3,67 3 2,6 4 1,83 
149 4 2,5 3 4 3,8 3 2,33 2,8 1,8 3,17 
150 5,67 5,75 5,67 6,5 5,8 6 5,67 5 5,2 4,5 
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151 4,33 3 3,25 4,25 3,6 4 5 4,2 3,8 4,5 
152 6 3 3,5 5,25 4,8 2,67 2 2 5,6 2,2 
153 5 5,75 6 6 5,6 6,33 5,67 5,5 4,4 3,67 
154 6,67 5,25 6,25 6,5 6,2 2,33 2 1,4 4,6 3,5 
155 5,33 3,5 3,75 4,25 3,3 4 3,33 4,4 3,6 4,33 
156 5,33 3,75 3,25 3,75 3,2 4 3,67 4 3,4 3,33 
157 4,67 2,5 2 2,75 3 3 2 2,6 3,4 2 
158 5,33 4,75 4,25 5,25 4,2 4 4 4,8 3,6 4 
159 4 4,5 4 4,25 4 4 4 4,8 3,83 4 
160 6,67 5,25 5 4,75 4,8 5 5 4,6 3 5,5 
161 3,66 2,75 2,75 4 4 3 3,33 2,8 2,67 2,6 
162 6 6 6 5,5 5,6 5 5 5 4,2 4,5 
163 4 3,5 3,75 3,75 3,8 4,33 4,33 3,8 2,6 2,5 
164 3,33 2,25 2,75 4,75 4,8 4 2 4,4 4,4 2,2 
165 6 3,5 5 4,5 5 5 5,67 5,2 5,6 4,17 
166 6 5,5 4,75 5,5 5,2 5,33 5,67 5,8 4,2 4,33 
167 6,67 6,5 6 6,75 6,6 7 7 7 3,6 7 
168 2,67 2 3,25 3,75 3 2 2,33 1,6 6,8 3,33 
169 3,67 3,5 3,25 4 4,6 4 4,33 4,4 4 3,67 
170 5,33 4 4 4,5 4 5,33 5,33 5,4 3,5 4,83 
171 4,33 3,67 4 4 4,4 4,33 4,33 4,8 3,6 4,17 
172 3,67 4 4 3,5 4 4,33 4,33 4,6 3,8 3,83 
173 4,67 4,25 4 4,5 4,3 4,67 4,33 4,25 3,75 3,67 
174 4 4 4,5 4,75 4,6 4,33 4,67 4,8 3,4 4,33 
175 4,67 4,5 4,25 4,5 4 5,67 5 5,4 3,8 5,5 
176 5 4,75 4,25 4 4,4 4,33 4,33 4,8 3,8 4,33 
177 4,33 4,5 4 4,5 4,4 4,33 5 5 4,2 3,33 
178 4,33 3,5 4 5 4,2 4,33 4,67 4,4 5,4 4,33 
179 5,33 4,5 4,5 5 4 5 4,33 5 4,4 4,17 
180 4,33 4,75 4,25 5,5 4,4 4,67 4 4,8 4 3 
181 5,67 4,5 4,5 4,5 4,4 5 5,33 5,2 2,5 4,17 
182 4,33 4,5 4,33 4,5 3,8 5 4,67 4,6 3,8 3,33 
183 4,67 4,5 4,25 4,5 4 5,67 5 5,4 3,8 5,5 
184 5 4,5 4,5 4,25 4,2 5,33 5 5,2 4 3,83 
185 4,67 4,25 4,5 4,5 3,8 4,67 4 4,4 4,4 3 
186 4,33 6,25 4,8 6 4,2 4,67 4,33 5,8 2,4 4,33 
187 5,67 5,5 4,75 5,25 5,6 4,25 5 5,4 3,75 3,5 
188 5 5,5 5,25 5,25 5,2 6,33 5 4,2 2,8 3,17 
189 6 3,5 4 4,25 4,4 5 3,67 3,6 3,2 3 
190 5 4,25 4 4,25 4 4 4 4 4,75 2,5 
191 3 2,23 3,25 3,25 3,2 3,67 3 2,2 5 3,4 
192 6 6 5 5,25 4,6 5,33 5,67 5 4,6 4,33 
193 6,33 3,25 4,25 5,33 5,8 5,67 4,67 5,2 6,6 5,83 
194 6 4,75 5 5 4,2 1,67 4 4 2,2 2,33 
195 6,67 6,33 4,5 6,5 6,2 6 6,33 5 5,8 5,67 
196 3,33 3 2,25 3,5 2,8 3 2 1,6 3,2 1,5 
197 5 3,5 4 4,5 4,4 4 3,33 3,6 3,4 3,17 
198 7 7 7 7 7 7 7 7 7 7 
199 5,67 4 5 6,75 4,5 2,67 2,67 2,4 4,4 4,67 
200 7 3,75 6 5,5 5 6 6 7 3 4,5 
201 6,67 4,75 5,5 5,25 5,4 5,67 6 6 5,8 5,67 
202 3 3,67 2,5 3,5 2,8 2,33 1,33 1,6 4,4 3 
203 4,67 5 6,5 6,25 5,6 4 5 7 4,6 4,83 
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204 6 5 4,5 5,75 5,6 6 6,33 6 4,8 4,83 
205 6 5 4,75 5,25 6,4 4,67 6 6,4 6 5,33 
206 6 5,5 4,5 5,5 5,2 5,33 5 5 5,8 5 
207 6 4 4 4,5 5,2 4,67 3,67 4,4 3,8 4,5 
208 6,33 6,25 6,25 6,25 5,8 6,67 7 6,8 6,4 5 
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