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ABSTARCT 
This study aims to investigate the effect of service quality in shaping consumer behavior and the 
impact on the customer base of businesses from the perspective of retail banking customers in 
the United Kingdom. The study draws on customer behavior 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 relied mainly on primary data. We made use of a 7 point 
likert scale to develop indexes for the main constructs measured in this study and applied 
correlation analysis to evaluate the hypothesized relationships. Further we qualitatively analyzed 
aspects of the data hinging on explanatory aspects of our research. The results among other 
things revealed that whilst service quality (especially responsiveness and empathy) 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˂5). Finally 
we discussed the management implications of the study in terms of customer retention and 
profitability strategies for the banks in the UK. 
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CHAPTER ONE 

GENERAL INTRODUCTION 

 

1.1 Background 

Regulatory, structural and technological factors are significantly changing the banking 
environment throughout the world. Regulatory changes have reduced or eliminated barriers to 
cross-border expansion, creating a more integrated global banking market. Structural changes 
have led to banks being allowed a greater range of activities, aiding them to become more 
competitive with non-bank financial institutions. Technological changes are causing banks to 
reconsider their strategies for services offered to customers. It is within this rapidly changing 
environment that customer satisfaction and service quality are compelling the attention of all 
banking institutions. 

Delivering quality service to customers is a must for success and survival in today’s competitive 
banking environment (Samli and Frohlich, 1992). Among others, provision of high quality 
services enhances customer retention rates, helps attract new customers through word of mouth 
advertising, increases productivity, leads to higher market shares, lowers staff turnover and 
operating costs, and improves employee morale, financial performance and profitability (Julian 
and Ramaseshan, 1994; Lewis, 1989; 1993). Partially owing to such proven and potential 
benefits, and partially fuelled by Parasuraman, Zeithaml and Berry’s seminal works in the 1980s 
(Parasuraman et al., 1985 and 1988), service quality issues have received growing attention from 
management and academic circles. Much of this focus, however, has been in developed countries 
(Herbig and Genestre, 1996). 

In spite of the much attention given to service quality in the banking sector, there are growing 
numbers of customers in the UK who are very unhappy with the services they receive from their 
banks. In June 2010 the Financial Service Authority (UK), in a damning report revealed an 
astonishing 7,143 complaints against the banks are being lodged by customers everyday. The 
report further revealed that around 1.3million have been logged over the past six months leading 
to June 2010, about sloppy service, poor advice or the misselling of financial products. This 
study thus seek to investigate why UK banking customers are unhappy with the services they 
receive, how the banks could improve their services and the effect it will have on customers. 

 

 



10 
 

1.2 Study Objectives 

The purpose of this thesis is to investigate the effect of service quality on consumer behaviour 
and its impact on the customer base of a firm, drawing empirical evidence from surveyed 
customers and researched materials. On completion of this project, it is anticipated that this 
material would enhance the vast work done in this field academically and ultimately aid 
management (practitioners) in their quest to improving service quality, particularly in the 
banking sector.  

 

1.3 Motivation 

Because financial services, particularly banks, compete in the market place with generally 
undifferentiated products, service quality becomes a primary competitive weapon. Banks that 
excel in quality service can have a distinct marketing edge since improved levels of service 
quality are related to higher revenues, increased cross-sell ratios, higher customer retention 
(Bennett and Higgins, 1988), and expanded market share (Bowen and Hedges, 1993). Similarly, 
Easingwood and Storey (1993) reported that total quality is the most important factor in the 
success of new financial services, while Bennett and Higgins (19988) believe that competitive 
edge in banking originates almost exclusively from service quality. 

Although service quality in banking has been considered markedly important over the years, the 
topic has been afforded even more attention. Such interest may be the result of a reduced 
customer base and decreased market share affecting a portion of the banking industry (Bowen 
and Hedges, 1993). In fact, Bowen and Hedges believe that attention to service quality may 
contribute substantially to ameliorating the decrease in market share that banks might be 
experiencing. Hence, achieving superior levels of service quality is a principal objective for retail 
banking operations. 

A disturbing trend (paradox) in the UK banking industry is the amount of reported customer 
dissatisfaction with banks, despite large-scale efforts of banks over many years, to try to improve 
their service to customers. Despite the amount of research conducted on service quality and the 
level of importance accorded to the subject, a recent (September 2010) review by the Financial 
Service Authority (FSA) in the U.K, identified a growing number of dissatisfied customers of 
most of the major banks in the country and how their complaints were dealt with. The findings 
were so bad the FSA decided to name and shame the banks, which included; Lloyds Bank, 
Barclays Bank Plc, Santander, etc.  

It is this challenge of the continual effort to improve service levels in service industries, 
particularly the banking sector, that motivated us to conduct this research in the field of (the 
seemingly elusive) service quality. 
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1.4 Research Questions 

In our quest to research the effect of service quality on consumer behaviour particularly in the 
baking sector, the following questions would be answered: 

 What are the effects of service quality on customer satisfaction, complaint behaviour and 
commitment? 

 Why is it critical to determine which elements of service quality are more important to 
different customers? 

 Why are there several dissatisfied banking customers in the UK after so much emphasis 
has being placed on the importance of service quality in the banking industry? 

 Which quality factors are the ones which tend to delight customers and which are those 
that tend to dissatisfy? 

 

1.6 Scope and Limitations 

Investigating service quality in general can be studied from different perspectives. When studied 
from management perspective, the research is mostly based on information collected from 
practitioners. When it is the customers’ perspective, the information used in the study is collected 
mainly from customers. Nonetheless each perspective is worthy of investigation. However due to 
the time limit and the scope of the problem, we are obliged to make some limitations. 

We will tackle this research issue mainly from the customers’ perspective. We chose this point of 
view since we believe that the quality of the service of a firm would be judged (measured) by the 
effect it had on the customers’ behaviour. Thus if customers are happy with the service they 
receive, then the quality of the service offered is good. We therefore believe that we would 
achieve our research objective within this time constraint if we use customers’ perspective. 
Though we are considering this problem on this perspective, the documented views of 
practitioners would be considered. 

Our study would focus on the banking sector in the UK. And since banks in similar economies 
(developed countries) have similar market conditions, we believe that our conclusions from this 
study will provide an estimate on total perception of service quality by customers in this market. 

And finally, among other tools, SERVQUAL and SERVPERF would be used in measuring the 
quality of service offered to UK banking customers. 
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CHAPTER TWO 

THEORY AND RELEVANT LITERATURE 

 

2.1 Introduction 

This chapter will give an overview of literature and model that are related to the research 
problem presented in the previous chapter. In this chapter the authors will introduce the concepts 
of customer satisfaction, service quality, relation between customer satisfaction and service 
quality, traditional service quality dimensions and consumer behaviour in the banking sector in 
order to give a clear idea about the research are. 

 

2.2 Service quality 

Research has indicated that service quality has been increasingly recognized as a critical factor in 
the success of any business (Parasuraman et al., 1988) and the banking sector in this case is not 
exceptional. Service quality has been widely used to evaluate the performance of banking 
services (Cowling and Newman, 1995). The banks understand that customers will be loyal if 
they receive greater value than from competitors (Dawes and Swailes, 1999) and on the other 
hand, banks can earn high profits if they are able to position themselves better than their 
competitors within a specific market (Davies et al., 1995 therefore banks need focus on service 
quality as a core competitive strategy (Chaoprasert and Elsey, 2004). Moreover, banks all over 
the world offer similar kinds of services, and try to quickly match their competitors’ innovations. 
It can be noted that customers can perceive differences in the quality of service (Chaoprasert and 
Elsey, 2004). Moreover, customers evaluate banks’ performance mainly on the basis of their 
personal contact and interaction (Grönroos, 1990). 

Defining service quality and its components in a form that is actionable in the workplace is an 
important endeavour that any business company cannot take lightly. Moreover, many scholars 
agree that service quality can be decomposed into two major dimensions (Grönroos, 1984; 
Lehtinen and Lehtinen, 1982). The first is referred to by Zeithaml et al. (1985) as “outcome 
quality” and the second by Grönroos (1984) as “technical quality”. However, the first dimension 
is concerned with what the service delivers and on the other hand, the second dimension is 
concerned with how the service is delivered: the process that the customer went through to get to 
the outcome of the service. 
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Given a premise that only customers judge quality, service quality can also be defined as “a 
judgement about a service’s overall excellence or superiority” (Schneider and White, 2004, p. 
51). As Schneider and White (2004) noted, “service quality judgements were viewed as global 
evaluation that were composites of consumers’ experience with an organization (global-level 
evaluation),” in this case, users’ perception is a tool to evaluate the rate of service quality of the 
organization. The topic of measuring service quality has been studied extensively in the past 15 
years. The study of McCleary and Weaver (1982) indicated that good service is defined on the 
basis of identification of measurement behaviours that are important to customers. Zemke and 
Albrecht (1985) suggested that service plays an important role in defining a restaurant’s 
competitive strategies and identified systems and strategies for managing services. 

Both the service management and the marketing literature suggest that there is strong theoretical 
underpinning among customer satisfaction, customer loyalty, and profitability (Hollowell, 1996). 
However, the study of Hollowell (1996) neither confirmed nor denied the relationship path 
hypothesized (customer satisfaction > customer loyalty > profitability) is stronger than a direct 
customer satisfaction > profitability relationship. It is evident that customer retention has a 
significant impact on the bottom line. For example, Bain and Company provides evidence that a 
5 percent increase in customer retention adds 25150 percent on the bottom line (Reichheld and 
Sasser, 1990). 

Even in UK financial institutions, it is estimated that an increase of 5 percent in customer 
retention is potentially worth £100 million a year (Newman and Cowling, 1996). The study of 
Newman and Cowling (1996) reports that two British banks used the SERVQUAL[1] model and 
this model improved quality of service, as well as both banks enjoying substantial increase in 
profit. 

Chang and San’s (2005) study investigated the relationship between service quality, customer 
satisfaction and profitability in the Taiwanese banking industry. The conclusion of the study is 
that the performance scale developed in the SERVPERF model and customer satisfaction in the 
profitability model are confirmed in the Taiwanese banking industry. The study revealed that 
service quality is an antecedent of customer satisfaction and customer satisfaction is an 
antecedent of profitability. Moreover, Zeithmal (2000) also found evidence about influences of 
service quality on profits and Heskett et al. (1997) argued that “direct and strong” relationship 
exists among service quality, customer satisfaction and profitability. 

Vimi and Modh (2008) undertook a study of the determinants of performance in the Indian retail 
banking industry based on perception of customer satisfaction. The finding of the study 
reinforces that customer satisfaction is linked with performance of the banks. 
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2.2.1 Service quality and customer satisfaction 

In the service literature, Oliver (1980) explained that customer satisfaction entails the full 
meeting of customer expectation of the product services. If the perceived performance matches 
or even exceeds customers’ expectations of services, they are satisfied. If it does not, they are 
dissatisfied (de Wulf, 2003). In the real world, unsatisfied customers tend to create negative 
word-of-mouth and convey their negative impression to other customers (Lewis, 1991; Newman, 
2001; Caruana, 2002). These positive and negative word-of-mouth communications are very 
useful. 

In the service literature, strong emphasis is placed on the importance of service quality 
perceptions and the relationship between service quality and customer satisfaction (Cronin and 
Taylor, 1992; Taylor and Baker, 1994). Some researchers and academics described that customer 
antecedent of service quality (Parasuraman et al., 1985, 1988, 1991, 1994; Carman, 1990; Bitner, 
1990), and others have counter argued that the service quality as an antecedent of customer 
satisfaction (Cronin and Taylor, 1992, 1994; Bolton and Drew, 1991; Anderson and Sullivan, 
1993) and that service quality is not equivalent to satisfaction (Oliver, 1980). The current 
research from retail banking sector in UAE (find out about UK), indicated that service quality 
dimensions appear to be linked to customer satisfaction, where core and relational dimensions of 
service quality are causal antecedents of customer satisfaction (Jamal and Naser, 2002). 

However, there is very little empirical research demonstrating the importance of service quality 
dimensions in determining customer satisfaction (Fisk et al., 1993; Levesque and McDougall, 
1996). In a recent study, Levesque and McDougall (1996) found that the performance of the 
service provider on core and relational dimensions of service was an important driver for 
customer satisfaction in retail banking. Bitner et al. (1994) and Anderson et al. (1994) also point 
to this link by suggesting that improved service quality will provide significant impact of 
customer satisfaction. The causal relationship between service quality and customer satisfaction 
is the subject of great academic debated and no consensus has been reached (Bahia et al., 2000). 
Nevertheless, from a theoretical point of view the researchers and academics have established the 
conceptual definition of customer satisfaction. 

 

2.3 Service loyalty 

The conceptualisation of the loyalty construct has evolved over the years. In the early days the 
focus of loyalty was brand loyalty with respect to tangible goods (Cunningham, 1956; Day, 
1969; Kostecki, 1994; Tucker, 1964). Cunningham (1956) defined brand loyalty simply as “the 
proportion of purchases of a household devoted to the brand it purchased most often”. 
Cunningham (1961) was to broaden the spectrum of analysis by focusing on store as opposed to 
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brand loyalty using the same measures he had used earlier for brands. Over time the foci have 
continued to expand, reflecting the wider perspective of marketing to include other types of 
loyalty such as vendor loyalty. However, few studies have looked at customer loyalty of services 
(Oliver, 1997). The intention of this section is to show the evolution of the loyalty construct over 
time, mapping out the construct’s domain and its specific components to provide a clear 
definition of the service quality construct used in this study. 

A review of the literature indicates that much of the initial research emphasised the behavioural 
dimension of loyalty. This is epitomised by Tucker (1964, p.32) who holds that: No 
consideration should be given to what the subject thinks nor what goes on in his central nervous 
system, his behaviour is the full statement of what brand loyalty is. 

A review by jacoby (1971) confirms that prior studies have focused entirely on behavioural 
outcomes and ignored consideration of what went on in customers’ minds. Brand loyalty was 
simply measured in terms of its outcome characteristics (Jacoby and Chestnut, 1978). This 
involved determining the sequence of purchase (Brown, 1952, 1953; Lawrence, 1996; 
McConnell, 1968; Tucker, 1964), proportion of purchase devoted to a given brand (Cunningham, 
1956) and probability of purchase (Frank, 1962; Maffei, 1960). 

Day (1969) argued that “there is more to brand loyalty than just consistent buying of the same 
brand. Attitudes for instance”. Building on this work, Jacoby (1969, 1971) provided a 
conceptualisation of brand loyalty that incorporated both a behavioural and attitudinal 
component. The behavioural aspect of loyalty focuses on a measure of proportion of purchase of 
a specific brand, while attitude is measured by a single scale (Day, 1969) or multi-scale items 
(Selin et al., 1988). Day obtained a value for loyalty by dividing the ratio of purchase of a brand 
by the mean scores obtained attitude. The behavioural and attitudinal aspects of loyalty are 
reflected in the conceptual definition of brand loyalty offered by Jacoby and Chestnut (1978). 
These authors hold that: Brand loyalty is (1) biased (i.e. non random), (2) behavioural response 
(i.e. purchase), (3) expressed over time, (4) by some decision making unit, (5)with respect to one 
or more brands out of a set of such brands, and is a function of psychological processes. 

Much of the work on loyalty in the 70s and early 1980s has used this conceptualisation (cf. 
Goldberg, 1981; Lutz and Winn, 1974; Snyder, 1986). More recently, Dick and Basu (1994) 
suggest an attitudinal theoretical framework that also envisages the loyalty construct as being 
composed of “relative attitude” and “patronage behaviour”. 

A further aspect of loyalty identified by other researchers in more recent years is cognitive 
loyalty. This is seen as higher order dimension and involves the consumer’s conscious decision-
making process in the evaluation of alternative brands before a purchase is effected. Gremler and 
Brown (1996) extend the concept of loyalty to tangible products, and their definition of service 
loyalty incorporates the three specific components of loyalty considered, namely: the purchase, 
attitude and cognition. Service loyalty is defined as: 
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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 exists (Gremler and Brown, 1996) 

 

 

2.4 The SERVQUAL instrument 

SERVQUAL (Parasuraman et al., 1985, 1988) is the most widely used measure of service 
quality within service industries. SERVQUAL consists of five dimensions; 

(1) Tangibles – physical facilities, equipment and appearance of personnel; 
(2) Reliability – ability to perform the promised service and provide prompt service; 
(3) Responsiveness – willingness to help customers and provide prompt service; 
(4) Assurance – knowledge and courtesy of employees and their ability to inspire trust and 

confidence; and 
(5) Empathy – caring, the individualised attention the firm provides its customers. 

The SERVQUAL instrument consists of 22 pairs of items; of these 22 items assess customers’ 
expectation of service. The other 22 matching items measure customers’ perception of the 
service they actually received from a particular organisation. 

Perceived service quality is computed by the discrepancy (disconfirmation) between customers’ 
expectations and their perceptions of service experience (Parasuraman et al., 1988). This 
disconfirmation approach to conceptualise service quality was further extended by the “gaps” 
model[3]. The gaps model upgrades the simple notion of service quality as a straightforward 
measure of expectation-perception difference (Parasuraman et al., 1985; 1988) and instead 
argues that the customer perceived service quality (Gap 5) is a function of the size and direction 
of four subdivided gaps (Gap 1 to Gap 4) (Zeithaml et al., 1990). 

SERVQUAL has been subject to significant psychometric examination, with three criticisms 
identified. First, its dimensionality and applicability to specific service settings have been 
questioned in replication studies (Babakus and Boller, 1992; Babakus and Mangold, 1992; 
Carman, 1990). In a replication study, Cronin and Taylor (1992) reported that the five-dimension 
structure of SERVQUAL could not be confirmed in any of their samples. Second, the use of the 
expectation-perception disconfirmation approach has also been questioned (Babakus and 
Mangold, 1992). Third, others argue that a generic instrument like SERVQUAL is not 
appropriate for measuring service quality across different industries (Babakus and Boller, 1992). 
For example, McAlexander et al. (1994) reported that SERVQUAL was not accurate to assess 
customers’ perceptions of service quality in health care service, while Finn and lamb (1991) 
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demonstrated that SERVQUAL was not suitable in retail stores and noted that researchers should 
not treat it as an “off-the-shelf” measure. Consequently, the refinement of SERVQUAL is 
necessary when applied to a specific service industry. 

Despite its limitations, SERVQUAL has been extensively applied by both academics and 
practitioners, and used as the theoretical foundation for further research in different industries 
(see Babakus and Boller, 1992; Carman, 1990). Particularly, elements of SERVQUAL have been 
used to inform the provision of financial services such as auditing (De Ruyter and Wetzels, 1999; 
Duff, 2004), retail banking (Avkiran, 1994; Bahia and Nantel, 2000) and private banking 
foundation in the present research. 

 

2.4.1 SERVQUAL-related research in the banking industry 

Over the past two decades, a variety of SERVQUAL-related studies has been undertaken within 
the banking industry (see Avkiran, 1994; Bahia and Nantel, 2000). A review of current literature 
identified three categories of SERVQUAL-related studies. 

First, replication studies have assessed the applicability of the SERVQUAL model to the 
retailing banking industry. Blanchard and Galloway (1994) interviewed both 439 current account 
customers in UK, concluding that bank staff sample confirmed the gaps approach, providing 
some support for the application of SERVQUAL within UK retail banking. Newman (1996) 
presented an empirical study of major quality improvement initiatives undertaken by two British 
banks. SERVQUAL was administered first to a bank’s 500 customers and 1,350 customers of its 
main competitors, and second to 84,000 bank customers. Newman reported that both banks were 
able to report an improvement in service quality and fresh evidence was provided in favour of 
the SERVQUAL model. 

Second, comparative studies between SERVQUAL and other service quality models have been 
undertaken in the banking service sector. Cronin and Taylor (1992) compared SERVQUAL with 
three competing models (i.e. SERVPERF[4], an importance-weighted version of the 
SERVQUAL scale and an importance-weighted version of the SERVPERF scale), by surveying 
660 customers of banking, pest control, dry cleaning and fast food in the USA. The five 
dimensional structure of SERVQUAL could not be replicated and instead scores yielded a 
unidimensional model of service quality. Furthermore, Cronin and Taylor (19920 contend the 
performance-based SERVPERF scale is a more is a more appropriate means of measuring 
service quality construct. Angur et al. (1999) undertook a replication study of Cronin and Taylor 
(19920 in South Korea, sampling 153 retail banking customers. Cui et al.’s results suggest that 
both SERVQUAL and SERVPERF are multidimensional measures, but lack construct validity. 
In addition, Lassar et al. (2000) administrated SERVQUAL along with the Technical/Functional 
Quality [5] model to 65 international private banking customers in an effort to empirically 
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compare their ability to predict levels of customer satisfaction. They reported that the 
Technical/Functional Quality model was a superior predictor of customer satisfaction compared 
to SERVQUAL (Lassar et al., 2000). 

Third, researchers have developed niche models which could outperform SERVEQUAL in 
specific banking service contexts. Avkiran (1994) created his inventory of retail banking service 
attitudes by surveying 791 retail banking customers in Australia, proposing a scale called 
BANKSERV with 17 items across four discriminating dimensions: 

(1) Staff conduct; 
(2) Credibility; 
(3) Communication; and 
(4) Access to teller services. 

Johnston (1995) examined 431 personal account customers in UK and divided customers’ 
perceived service quality into 18 attributes [6]. Further research identified that these 18 attributes 
can be reduced to three dimensions: 

(1) Satisfying only; 
(2) Dissatisfying only; and 
(3) Dual factors (Johnston, 1997). 

Bahia and Nantel (2000) combined the SERVQUAL items with additional items derived from 
marketing mix framework [7] and generated the Banking Service Quality (BSQ) scale sampling 
115 retail banking customers in Canada. BSQ comprised 31 items, with six dimensions labelled: 

(1) Effectiveness and assurance; 
(2) Access; 
(3) Price; 
(4) Tangibles; 
(5) Service portfolio; and 
(6) Reliability (Bahia and Nantel, 2000). 

Othman and Owen (2001) reviewed the suitability of the original SERVQUAL items in Islamic 
banking and conducted a study to develop an instrument to measure customer service quality in 
Kuwait by taking account of a “Compliance with Islamic law” factor in Islamic beliefs. 
Surveying 360 retail banking customers in Kuwait, he produced an inventory called CARTER 
which consists of 34 items across six factors: 

(1) Compliance with Islamic law; 
(2) Assurance; 
(3) Reliability 
(4) Tangibles; 



19 
 

(5) Empathy; and 
(6) Responsiveness. 

In summary, a wide range of service quality measurements studies exist in a range of cultural 
contexts. Results suggest that the applicability of service quality models is heavily influenced by 
the cultural and service setting. 

 

2.5 Research Hypotheses 

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 UK banking 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: Dissatisfied customers switch banks in order to experience better service quality elsewhere. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Introduction 

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 quantitative methods. Whilst qualitative 
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 this study, the authors 
made 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. This aspect of the study was qualitatively analysed. 

 

3.2 Research Approach 

The knowledge claims, the strategies and the method all contribute to a research approach that 
tends to be more quantitative, qualitative or mixed (Creswell 2003). 

 

3.2.1 Quantitative Research 

Quantitative approach is one in which the investigator primarily uses post positivist claims for 
developing knowledge (i.e. cause and effect thinking, reduction to specific variables and 
hypotheses and questions, use of instrument and observation, and the test of theories), employs 
strategies of inquiry such as experiments and surveys and collects data on predetermined 
instruments that yield statistical data (Creswell 2003). 

Quantitative research is frequently referred to as hypothesis-testing research. Characteristically, 
studies begin with statements of theory from which research hypotheses are derived. Then an 
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experimental design is established in which the variables in question (the dependent variables) 
are measured while controlling for the effects of selected independent variables. Subject included 
in the study are selected at random is desirable to reduce error and to cancel bias. The sample of 
subject is drawn to reflect the population (Newman & Benz 1998). 

This study will therefore focus on quantitative research as we set out to test and analyse the 5 
hypotheses deduced for the literature review.  

 

3.2.2 Qualitative Research 

Qualitative research is a multi method in focus, involving an interpretive, naturalistic approach to 
its subject matter. This means that qualitative researchers study things in their natural settings, 
attempting to make sense of, or interpret, phenomena in terms of the meanings people bring to 
them (Newman & Benz 1998). 

Since the purpose is to understand the effect of service quality on consumer behaviour, 
quantitative research is found to be more appropriate for this study. 

 

3.3 Research Strategy 

Research strategy will be a general plan of how researcher will go about answering the 
researcher questions that has been set by researcher. It will contain clear objectives, derived from 
researcher questions specify the sources from which researcher intend to collect data and 
consider the constraints that researcher will inevitably have such as access to data, time, location 
and money, ethical issues (Thornhill et al., 2003). 

Based on the conditions 1) form of research 2) requires control over behavioural events and 3) 
focus on contemporary events, five research strategies were identified in social science. These 
are: experiments, surveys, archival analysis, histories and case studies. 

Most important condition for selecting research strategy is to identify the type of research 
question being asked. “Who”, “What”, “Where”, “How” and “Why” are the categorization 
scheme for the types of research questions. Two possibilities need to investigate by asking the 
“What” question. First, some types of what questions are justifiable for conducting an 
explanatory study and the goal is to develop pertinent hypotheses and propositions for further 
inquiry. Any of the five research strategies can be used in that situation- exploratory survey, 
exploratory experiment, or an exploratory case study. The second type of what question is 
actually from a “how many” or “how much” line of inquiry and outcomes from a particular 
situation. 
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They survey or archival analysis is more favourable than other strategies. If the researcher needs 
to know the “how” question, the better strategy will be doing history or case study. 

Since question in this study is based on “what” question and this what question is actually form a 
“how many” and investigator has no control over the actual behavioural events, Survey is found 
to be a more appropriate approach in order to gain a better understanding of the research area. 
Survey is more appropriate for quantitative study. 

 

3.3.1 Survey 

The survey strategy is popular and common strategy in business research that is usually 
associated with the deductive approach. Survey allows the collection of large amount of data 
from sizeable population in a highly economical way. Questionnaire, structured observation and 
structures interview are often falls into this strategy (Thornhill et al., 2003). In this study a 
survey has been done using a questionnaire. 

 

3.3.2 Pilot Test 

A pilot test is conducted to detect weaknesses in design and instrumentation and to provide 
proxy data for selection of a probability sample. It should, therefore, draw subjects from the 
target population and simulate the procedures and protocols that have been designated for data 
collection (Cooper and Schindler, 2003). The questionnaires we sent out for the pilot test was 
deemed to be understandable and of right length by the 7 respondents who were used. 

3.4 Sample Selection 

The basic idea of sampling is that by selecting some of the elements in a population, researcher 
may draw conclusions about the entire population. There are several compelling reasons for 
sampling, including: lower cost, greater accuracy of result, greater speed of data collection and 
availability of population selection (Cooper & Schindler2003). 

 

3.4.1 Selecting the sampling method 

Selection of the sampling method to use in a study depends on a number of related theoretical 
and practical issues. These include considering the nature of the study, the objectives of the study 
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and the time and budget available. Traditional sampling method can be divided into two 
categories: probability and non- probability sampling (Samuel et al., 2003). 

Probability sampling is most commonly associated with survey-based research where researcher 
needs to make inferences from the sample about a population to answer the research questions or 
to meet research objectives (Saunders et al., 2003). 

In the probability sampling, sampling elements are selected randomly and the probability of 
being selected is determined ahead of time by the researcher. If done properly, probability 
sampling ensures that the sample is representative (Hair et al., 2003) 

Non-probability sampling provides a range of alternative techniques based on researcher 
subjective judgement (Saunders et al., 2003). In non-probability sampling the selection of 
elements for the sample is not necessarily made with the aim of being statically representative of 
the population. Rather the researcher uses the subjective methods such as personal experience, 
convenience, expert judgement and so on to select the elements in the sample. As a result the 
probability of any element of the population being chosen is not known (Samuel et al., 2003). 

For the study, sample was selected by using convenience and judgement because some criteria 
were followed during sample selection. The questionnaires were distributed via e-mail contacts 
which were subsequently forwarded to other peoples. Feedback was received from our e-mail 
contacts as well as their e-mail contacts. Further, the authors used face to face random 
distribution to banking customers in Coventry and Sunderland in England. 

 

3.5 Data Collection 

There are two major approaches to gathering information about a situation, person, problem or 
phenomenon. Sometimes, information required is already available and only need to be 
extracted. However there are times when the information must be collected. Based upon these 
broad approaches to information gathering data are categorized as: Secondary data and Primary 
data. Secondary data are collected from secondary sources such as governments, publications, 
personal records, census (Ranjit Kumar 1996) and primary data are collected through: 
observation, interviews and/or questionnaires (Hair et. al., 2003). 

In this study quantitative survey is used as data collection method. Since the aim of the study is 
investigating the effect of service quality on consumer behaviour in the banking sector from the 
customers’ point of view, the main focus thus is customer. A questionnaire was prepared to get 
an idea about the customer’s experiences in their transactions with their various banks. A survey 
is a procedure used to collect primary data from individuals. Data can range from beliefs, 
opinions, attitudes and lifestyles to general background information on individuals such as 
gender, age, education and income as well as company characteristics like revenue and number 
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of employees. Surveys are used when the research involves collecting information from a large 
sample of individuals (Samuel et. al., 2003). 

The questionnaire involved questions that extracted information on demographic profile of 
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 competiveness of their 
banks’ services and products, as well as their loyalty perceptions to their bank and whether they 
intended to switch banks in case of dissatisfaction with service. Degree of customer satisfaction 
was evaluated on a 7 point likert scale (Likert, 1932). This range from 1=strongly disagree, 
2=somewhat disagree, 3=slightly disagree, 4=neutral, 5=slightly agree, 6=somewhat agree to 
7=strongly agree. 

 

3.6 Measurements 

To test the hypothesised relationships, the main constructs/attributes measured in this study 
included 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. Apart from 
market share and customer profitability which were evaluated based on secondary data, the other 
measurements were based on primary data (questionnaire using a 7 point likert scale evaluated 
from the customers’ perspectives). 

Service quality 

Service quality was assessed in two ways both as antecedents (Wang et. al., 2005) based on 
Parasuraman et. al., (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. 
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Customer loyalty 

Customer loyalty was computed from four question items reflecting both attitudinal and 
behavioural aspects 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 satisfaction by including questions that elicit responses on paying 
competitive interest rates on deposits and charging reasonable service fees among others. 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 they deem their banks to be. 

 

3.7 Data analysis 

After collecting all the data the process of analysis begins. To summarize and rearrange the data 
several interrelated procedure are performed during the data analysis stage (Zikmund 2000). We 
focused 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 technique using correlation. We also made use of descriptive statistics as well such as 
averages and frequencies using Microsoft Excel 2007. Correlation analysis was also done using 
Excel. The statistics results were also presented graphically with detailed description. 

 

3.8 Validity and Reliability 

In order to reduce the possibility of getting the answer wrong, attention need to be paid to two 
particular on research design: reliability and validity (Saunders et. al., 2003). 
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3.8.1 Validity 

Validity is concerned with whether the findings are really about what they appear to be about 
(Saunders et. al., 2003). Validity defined as the extent to which data collection method or 
methods accurately measure what they were intended to measure (Saunders et. al., 2003). Cooper 
& Schindler (2003) believe that validity refers to the extent to which a test measures what we 
actually wish to measure. There are two major forms: external and internal validity. The external 
validity research findings refer to the data’s ability to be generalised across persons, settings, and 
times. Internal validity is the ability of a research instrument to measure what is purposed too 
measure (Cooper & Schindler, 2003). In this study, the theoretical foundations of the constructs 
being measured have been vigorously discussed in the literature review. 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., (1998) SERVQUAL scale which has been validated analysing data 
from four independent samples (Parasuraman et al., 1998). 

Further, the authors made use of multiple indicators of the constructs measured in the 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 construct measured have 
been based on multiple items rather than single items. This is reflected in the questionnaire used 
in this study. 

 

3.8.2 Reliability 

According to Saunders et. al., 2003, reliability refers to the degree to which data collection 
method or methods will yield consistent finding, similar observations would be made or 
conclusions reached by other researchers or there is transparency in how sense was made from 
the raw data. Cooper & Schindler (2003) have defined reliability as many things to many people, 
but in most contexts the notion of consistency emerges. A measure is reliable to the degree that it 
supplies consistent results. Reliability is a necessary contributor to validity but is not a sufficient 
condition for validity. 

Reliability can be accessed by the following questions (Easterby-Smith et al., 2002: p.53): 

1. Will the measures yield the same results on other occasions? 
2. Will similar observation be reached by other observers? 
3. Is there transparency in how sense was made from the raw data? 
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To ensure reliability in this study, anonymity was granted to the respondent to the questionnaire 
to ensure that honest and candid opinion was given. Further, responses with excessively missing 
data were eliminated from the analysis. In relation to secondary data, the authors collected 
information from credible sources. Data collected was also compared to multiple sources to 
ensure they were reliable (Ghauri and Grönhaug, 2005). 

To the extent that the authors 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, the authors believe they made the effort to achieve data reliability and construct validity. 
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CHAPTER FOUR 

ANALYSIS OF RESULTS AND DISCUSSION 

4.1 Introduction 

The results obtained in this study are presented and analysed in this chapter. It starts with a brief 
presentation of background information of the participants of the survey. We then follow with 
analysis of main hypothesis tested in the study and end the chapter by discussing the findings in 
relation to the theories presented in chapter 3. 

 

4.2 Respondent Statistics 

The results to the response of the questionnaire received revealed that of the valid 52 
respondents, 44.23% were male and 55.77% female. The age distribution of the respondents 
drafted for the survey ranged from 16 to 65 years. The age group of and 26-35 recorded the 
highest response with a frequency of 23, representing 44.23% of the total response to the 
questionnaire. Next were the 16-25 and 36-45 age groups with frequency of 11 each who 
constituted 42.31%, with no response from anyone in the 56-65 years category. The banking 
statistics identified that majority of the respondent were customers of Barclays Bank, and they 
represented 26.92% of the respondents. HSBC customers accounted for 21.15% whilst Lloyds 
TSB made up 17.31%. For full details of the respondents statistics, refer to Appendix B.   

 

4.3 Hypotheses Testing 

This section test’s and analyses the main hypotheses of the study. The hypotheses were tested 
using correlation analysis. 

4.3.1 Hypotheses 1-4 

For a recap, the 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 
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H3- Competitive pricing determines customer satisfaction and loyalty 

H4- Perceived bank image and reputation motivate customers’ loyalty 

 

In order to test and draw conclusions on the above, the following relevant formulations were 
made: 

Null Hypotheses 

(H01): Service quality and customer satisfaction are independent 

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

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

Alternative Hypotheses 

(HA1): Service quality and customer satisfaction are dependent 

(HA3): Competitive pricing and customer satisfaction and loyalty are dependent 

(HA4): Perceived bank image and 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. 

Table 4.1 below shows the correlation matrix obtained based on customers’ perception scores of 
the various constructs measured in the study. It was tabulated using ms excel 2007. 
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 Table 4.1: Correlation matrix showing strengths of relationship amongst the various variables 

           A        B       C      D       E       F      G       H       I        J 

A. Tangible  1

B. Reliability  0.30 1

C. Responsiveness  0.15 0.69 1

D. Assurance  0.44 0.48 0.38 1

E. Empathy  0.37 0.78 0.74 0.47 1

F. Service quality  0.20 0.66 0.83 0.37 0.81 1 

G. Customer satisfaction  0.15 0.70 0.89 0.31 0.83 0.89  1 

H. Customer loyalty intentions  0.37 0.74 0.86 0.47 0.83 0.85  0.83  1

I. Price competitiveness  0.28 0.56 0.69 0.20 0.79 0.70  0.77  0.67 1

J. Image & Reputation  0.18 0.60 0.74 0.44 0.71 0.73  0.70  0.82 0.67 1

 

Note: The letters on the first row corresponds to the listed variables in the first column 

 

In analysing hypothesis 1, we refer to the correlation matrix (table 5.1) as would be done in 
analysing the remaining hypotheses. The correlation coefficient between service quality and 
customer satisfaction is 0.89. This indicates a strong direct linear relationship between service 
quality and customer satisfaction. Further, the correlation coefficient between service quality and 
customer loyalty intentions is 0.85, again indicating a strong direct relationship between service 
quality and customer loyalty intensions. Similarly, the correlation coefficient between customer 
satisfaction and customer loyalty intentions is 0.83 confirming a strong direct relationship 
between them. We therefore reject the null hypothesis (H01) that service quality and customer 
satisfaction are independent but hold on to the alternative hypothesis (HA1) that service quality 
and customer satisfaction are dependent. From the foregoing analysis, we conclude that “service 
quality instigates customer satisfaction and loyalty”. 

In testing and analysing hypothesis 2, we once again refer to table 5.1 to study the correlation 
coefficients between service quality and the 5 dimensions which serve as antecedent to overall 
service quality. It was realised that the coefficients between the service quality and the various 
dimensions were different. The correlation coefficient between customer satisfaction and the 5 
dimensions namely tangibility, reliability, responsiveness, assurance and empathy are 0.15, 0.70, 
0.89, 0.31 and 0.83 respectively. Further, the correlation coefficients between customer loyalty 
intensions are, 0.37, 0.74, 0.86, 0.47 and 0.83 respectively. It is evident that the strengths of the 
relationships vary. Thus emphasizing the fact that the five service quality dimensions vary in the 
degree to which they drive customer satisfaction and loyalty. Thus within the UK banking 
industry the most important drivers of customer satisfaction and loyalty are responsiveness, 
empathy, reliability, assurance and tangibility (in descending order based on the strength of their 
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correlation coefficients). Tangibility is the least important driver of both customer satisfaction 
and customer loyalty. This finding is quite significant as it portrays the current trend in the UK. 
Though customers recognise and probably appreciate the effort banks put in tangibility 
(customers perceive the banks mean effort at tangibility to be 5.96 – the highest; see mean scores 
in appendix B1), the most important dimension to the UK banking customers based on this study 
is responsiveness. There is therefore a mismatch between service quality the banks provide and 
service quality the customers prefer. A clear indication that there is the need for management to 
look at strategies that emphasise service delivery as it relates to their response in their day to day 
dealings or interaction with their customers. This finding is in line with the report by the 
Financial Service Authority (FSA) on the overwhelming complaints they received from banking 
customers about banking service quality in general and the response to their queries, complaints, 
etc in particular. Thus customers who perceive their bank staffs to have good response tend to be 
more loyal. Hence in order to retain and attract customers, there is the need to focus on the most 
important drivers of customer satisfaction and loyalty revealed thus far. 

From the above discussion, 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, assurance and empathy vary in the degree to which the drive customer 
satisfaction and loyalty”.   

 Testing and analysing hypothesis 3, the correlation coefficient between price competitiveness 
and customer satisfaction on one hand, and price competitiveness and customer loyalty on the 
other hand are 0.77 and 0.67 respectively (refer to table 4.1). Both coefficients are close to 1. 
This shows strong linear relationship among these variables. We therefore reject the null 
hypothesis (H03) that “Competitive pricing and customer satisfaction and loyalty are 
independent”. We do not reject the alternative hypothesis (HA3) that “Competitive pricing and 
customer satisfaction and loyalty are dependent”. To state formally, there is not enough evidence 
to reject hypothesis 3 that “competitive pricing determine customer satisfaction and loyalty”. 
It is therefore obvious that in the UK banking industry, the current charges and benefits are 
relatively important drivers for customer satisfaction and loyalty. This is confirmed by the 
constant complaints of banking customers about bank charges and fees in relation to the services 
they receive. Any bank that is therefore able to lower its charges and fees coupled with good 
services will definitely win large share of the UK market as currently, there is no significant 
difference in the pricing policies of the various banks to influence customer loyalty intensions. 
Thus it may be reasonable to suggest that customers are price sensitive at the current pricing 
level. 

Further, 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 0.70 while image & reputation with 
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customer loyalty returned 0.82. 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 conclude that “Perceived bank 
image and reputation motivates customers’ satisfaction and loyalty”. 

The analyses of hypotheses 1-4 have clearly established that: Thus far the most important drivers 
of customer satisfaction in the UK banking industry based on the data analysed are (in 
descending order of importance) service quality (correlation coefficient r = 0.89) and 
responsiveness (r = 0.89). The most important dimensions of service quality that drives customer 
satisfaction are responsiveness (r = 0.89), empathy (r = 0.83), reliability (r = 0.70), assurance (r = 
0.31) and tangible (r = 0.15). Similarly the important drivers for customer loyalty are 
responsiveness (r = 0.86) and service quality (r = 0.85). The service quality dimensions that 
influence customer loyalty are responsiveness (r = 0.86), empathy (r = 0.83), reliability (r = 
0.74), assurance (r = 0.47) and tangibility (r = 0.37) (see graphical representation below) 

 

 

Figure 4.1a: Relative importance of the drivers of customer satisfaction 
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Figures 4.1b: Relative importance of service quality dimensions that drive customer satisfaction 

 

 

 

 

Figure 4.2a: Relative importance of the drivers of customer loyalty 
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Figures 4.2b: Relative importance of service quality dimensions that drive customer loyalty 

 

4.3.2 Hypothesis 5 

Hypothesis 5 stated that: “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 
assign reasons for their responses (appendix A, part c). Analysis of the responses revealed that, 
36.45% were satisfied with the quality of service they receive from their banks whilst the 
remaining 63.55% were dissatisfied with the overall service quality of their banks. Of those 
dissatisfied, 53% intend to switch to other banks while the other 47% claimed they intend to 
continue with their banks. The explanatory notes provided by those dissatisfied customers 
indicated that, they believed their banks  would improve on the quality of service rendered while 
others felt they would continue with their banks because all the banks render almost the same 
products and services and hence no point in switching. Other dissatisfied customers claimed they 
would switch bank for better services elsewhere. Based on these findings, 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 can therefore conclude that 
“Dissatisfied customers switch banks in order to enjoy better service quality elsewhere”.  
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4.4 Discussion 

The findings of this study agree to a large extent with the theoretical principles and empirical 
results espoused in the literature review. The analyses of the results have confirmed all the stated 
hypotheses. 

This study done within the UK context established 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 in the UK are similar to those 
reported elsewhere in the literature. 

Another important finding 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. This is validated by 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 returned a strong 
correlation (r˃0.5). Our findings are in contrary with Bhatty et al., (2001) and also Hallowell 
(1996) who found that price was less important than service quality and customer satisfaction in 
instigating customer loyalty. However our finding is backed by economic theory which attests to 
the fact that price level dictates demand in a competitive market. We therefore conclude that 
within the range of service charges and other charges quoted by the banks, there is price 
sensitivity among the banks’ customers. 

Finally to emphasise the main findings in this study, it can be stated without equivocation that 
the main drivers of customer loyalty in the UK banking industry include service quality 
(important dimensions in decreasing or include responsiveness, empathy, reliability, assurance 
and tangibility), customer satisfaction and brand image and reputation. The next chapter provides 
concluding remarks and recommendations based on the research findings. 
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATIONS 

   5.1 Introduction 

This final chapter focus on the conclusion and recommendations of the study. The next section 
provides a summary of the main findings, followed by the implications of the study for managers 
and business leaders. We then end the chapter with a brief discussion of the study’s limitations 
and recommendations for future research. 

 

5.2 Summary of main findings 

Five hypotheses have been tested in this study. The findings revealed that the five dimensions of 
service quality to varying degrees are important determinants of customer satisfaction and 
loyalty in the UK banking industry. Further customers’ perception of their banks’ image and 
reputation was another important determinant of their loyalty affiliations. Meanwhile, price 
competitiveness was found to be relatively important to perceived customer satisfaction and 
loyalty. The findings of this study also suggest that most dissatisfied customers would actually 
switch if they find better service provider elsewhere, with very few hoping their banks would 
address their service quality issues. 

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  

5. Dissatisfied customers switch banks in order to enjoy better 
service quality elsewhere 

X  

Table 5.1: Summarised findings of the hypotheses tested in the study 

 

5.3 Implication of study for managers 

Among other things, this study has considered how the different dimensions of service quality 
instigate customer satisfaction and loyalty. By not taking an aggregate approach and studying 
how all five dimensions instigate customer satisfaction and loyalty, we have shown that not all 
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five antecedents of service quality (tangibility, reliability, responsiveness, assurance and 
empathy) contribute to customer value, satisfaction and loyalty equally among retail banking 
customers in the UK. This we believe provides a more useful and practical information for 
managers in improving service quality (especially responsiveness as shown in the research), 
thereby creating and delivering superior customer value and achieving high customer satisfaction 
(Wang et al., 2004). 

This study further shows that a potential high number of dissatisfied customers would switch to 
other banks. This represents a potential loss of banking revenue and profit. This has serious 
implications for banks underperforming when it comes to satisfying customers and keeping the 
customers loyal. According to Best (2009), dissatisfied customers vent their anger by telling 
others about their negative experiences and for 1 dissatisfied customer, 8 to 10 people get to hear 
of it (Best, 2009; p. 42). The implication here is that such firm not only loses some of its 
customers and hence market share, but fails to capture new niche markets that would enable it 
expand its market share and profitability due to negative word of mouth. To stop this trend, there 
is the need for managers and business leaders to direct effort at Customer Relation Management 
(CRM). 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). 

 

5.4 Limitations of the 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 we 
wish to highlight. First, our sample is based on 52 respondents. This may be woefully inadequate 
to generalise findings to the entire retail banking industry. This was however due to the limited 
resources and time constraints within which the study was conducted. Also, in testing and 
analysing hypothesis 5 of this study, we could have further validated our findings by employing 
chi square (x2) analysis to show that the switching and non-switching intentions of dissatisfied 
customers are statistically significant. 

We would however recommend that future studies should improve on the weaknesses identified 
in this study. We would also like to suggest that the hypothesis: “customer loyalty and market 
share increase banks’ profitability” is tested and analysed in future studies. This will enrich the 
information of future studies. Finally, we suggest that the role of gender and age group in 
perception of service quality, customer satisfaction, loyalty and profitability be researched into. 
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This may help 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 the effect of service quality on consumers’ behaviour in the 

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.  

Lebo & Seth.  

 

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. Barclays Bank plc b. Lloyds TSB Bank plc c. National Westminster Bank plc d. HSBC Bank 

e. Halifax Bank plc f. Santander UK plc g. Royal Bank of Scotland  h. Nationwide       i. 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  
 

1 2 3 4 5 6 7 

26. I feel absolutely delighted with my banks 
services 

1 2 3 4 5 6 7 

Behavioural intentions of customer        
27. I would like to remain as a customer of my 
present bank 
 

1 2 3 4 5 6 7 

28. I would like to recommend my bank to friends 
and people I know 
 

1 2 3 4 5 6 7 

29. I will say positive things about my bank to 
other people 
 

1 2 3 4 5 6 7 

30. I would like to keep close relationship with my 
bank 
 

1 2 3 4 5 6 7 

31. I consider myself to be loyal to my bank  
 

1 2 3 4 5 6 7 

Competitive Pricing (Price satisfaction)        
32.Interest rates on short, medium and long term 
loans are reasonable compared to other banks 
 

1 2 3 4 5 6 7 

 
 
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 
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Image and reputation 
 

       

37. I will continue to patronize this 
bank even if the service charges are 
increased moderately 
 

1 2 3 4 5 6 7 

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 ms excel 2007 

   A  B  C  D  E  F  G  H  I  J 

N  52  52  52  52 52 52 52 52 52  52 

Mean  5.96  4.61  3.90  5.27 3.93 3.31 3.08 4.02 3.63  3.11 

Mode  5.67  4.50  3.25  5.25 3.40 2.00 2.00 3.4 3.20  2.17 

Median  6.00  4.50  3.38  5.25 3.40 2.67 2.00 3.60 3.30  2.75 

percentile:                               

25  5.67  4.00  3.00  4.94 3.20 2.00 2.00 3.00 2.80  2.17 

50  6.00  4.50  3.38  5.25 3.40 2.67 2.00 3.60 3.30  2.75 

75  6.33  5.25  5.0  5.81 4.85 5.00 4.42 4.65 4.20  3.83 

 

Note: A= Tangible, B= Reliability, C= Responsiveness, D= Assurance, E= Empathy, F= 
Perceived service quality, G= Customer satisfaction, H= Loyalty intensions, I= competitive 
pricing and J= Brand image and reputation. 

 

 

 

2. Respondent Statistics on Sex  

          Sex     Frequency  Percent  Valid Percent  Cumulative 

                        Percent 

Valid  Male  23  44.23 44.23 44.23

   Female  29  55.77 55.77 100

   Total  52  100 100   
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3. Respondent Statistics on Age 

          Age     Frequency  Percent  Valid Percent  Cumulative 

               Percent 

Valid  16‐25  11  21.154 21.154 21.154

   26‐35  23  44.230 44.230 65.384

   36‐45  11  21.154 21.154 86.538

   46‐55  7  13.462 13.462 100

   56‐65  0  0 0 100

   Total  52  100 100   

 

4. Respondent Statistics on their Banks 

      Banks     Frequency  Percent  Valid percent  Cumulative 

               Percent 

Valid  Barclays  14  26.92 26.92 26.92 

   Lloyds TSB  9  17.31 17.31 44.23 

   NatWest  6  11.54 11.54 55.77 

   HSBC  11  21.15 21.15 76.92 

   Halifax  5  9.62 9.62 86.54 

   Santander  4  7.69 7.69 94.23 

   RBS  1  1.92 1.92 96.15 

   Nationwide  2  3.85 3.85 100 

   Other  0  0 0 100 

   Total  52  100 100
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APPENDIX C 

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  6.00  6.50  6.75  5.25 5.60 6.00 6.33 7.00  4.40  3.67

2  5.33  5.50  2.75  4.75 3.60 5.00 3.33 3.00  2.00  2.33

3  4.00  2.50  3.75  4.25 1.80 1.33 1.67 2.40  2.40  3.50

4  6.67  4.00  6.50  6.75 3.60 5.33 4.33 6.20  2.40  4.00

5  6.00  4.25  3.50  4.25 2.20 2.00 1.33 3.00  3.20  2.00

6  6.00  2.50  3.00  4.75 3.40 2.67 3.67 2.60  4.40  2.33

7  6.00  4.00  3.00  5.00 3.40 3.67 1.67 3.20  4.00  3.00

8  6.67  4.50  3.25  5.75 4.00 2.33 2.00 3.00  4.00  3.16

9  6.00  3.25  3.25  6.00 4.20 4.67 2.33 3.60  3.60  2.67

10  6.00  3.75  3.50  5.75 4.20 2.00 2.00 2.60  3.75  2.17

11  7.00  5.50  4.00  6.50 5.00 3.33 1.67 5.80  3.60  3.83

12  6.33  4.00  3.25  5.50 3.80 2.00 1.67 3.40  4.00  1.17

13  5.67  3.75  2.75  4.00 2.40 2.00 1.00 2.20  4.60  1.33

14  5.67  6.00  5.25  4.25 6.00 5.67 4.67 4.80  4.60  3.00

15  6.00  4.60  5.25  5.75 4.80 5.00 5.00 5.80  3.60  3.83

16  5.67  4.75  3.25  5.50 3.40 2.00 2.33 3.80  2.60  4.00

17  6.00  6.75  5.50  6.25 6.20 4.00 6.33 6.00  5.60  4.50

18  5.67  6.75  6.25  6.25 6.20 5.33 6.67 5.40  5.60  4.83

19  5.67  6.00  6.50  6.25 5.80 6.67 6.67 6.60  5.20  5.83

20  7.00  7.00  6.50  6.50 6.00 6.67 6.67 6.60  5.80  6.00

21  7.00  5.50  6.00  6.50 6.80 6.67 6.67 6.60  5.60  6.00

22  6.30  5.50  6.50  6.00 6.40 7.00 6.67 6.80  6.40  6.33

23  6.30  7.00  6.50  6.00 6.40 7.00 7.00 6.80  6.20  6.67

24  5.67  4.75  3.25  5.50 3.40 2.00 2.33 3.80  2.60  3.50

25  5.00  3.75  2.75  4.00 2.40 1.33 1.00 2.20  2.40  1.50

26  6.00  4.50  5.00  4.75 4.40 5.00 5.67 4.60  4.20  2.83

27  6.00  4.50  5.00  4.75 4.40 5.00 5.67 4.60  4.20  2.83

28  4.33  5.25  5.50  4.75 5.20 5.67 5.67 4.60  4.20  2.83

29  5.33  3.50  3.00  4.25 2.40 1.33 1.33 2.60  2.80  2.17

30  5.33  3.50  4.50  2.60 1.33 1.33 2.80 2.80  3.60  2.17
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31  6.00  4.50  3.50  5.25 3.60 2.67 2.00 3.60  3.40  2.33

32  5.67  4.50  2.50  5.75 3.40 1.67 2.00 2.80  2.20  1.50

33  5.67  4.50  2.50  5.75 3.40 1.67 2.00 2.80  2.20  1.50

34  6.67  5.25  3.75  6.00 3.40 2.00 2.00 3.60  2.60  2.17

35  6.67  5.25  3.75  6.00 3.40 2.00 2.00 3.60  2.60  2.00

36  6.33  5.00  3.75  6.00 3.40 1.67 2.00 3.60  2.60  2.00

37  5.67  4.50  3.00  5.25 4.00 1.67 2.00 2.00  3.00  2.17

38  5.33  4.25  3.25  5.25 3.20 2.67 1.33 4.00  3.00  4.16

39  5.33  4.25  3.50  5.25 3.20 2.67 1.33 4.00  3.00  4.16

40  5.33  4.25  3.50  5.25 3.20 2.67 1.33 3.75  3.00  4.16

41  5.67  4.00  2.50  5.00 3.00 2.33 2.00 3.40  3.20  2.50

42  5.67  4.00  2.50  5.00 3.00 2.33 2.00 3.40  3.20  2.50

43  5.67  4.00  3.00  5.25 3.00 3.00 2.00 3.40  2.80  2.50

44  6.67  4.50  3.00  5.25 3.00 3.00 2.00 3.40  2.80  2.50

45  6.67  4.50  3.00  5.25 3.20 3.00 2.00 3.40  3.20  2.50

46  6.33  4.25  3.25  5.25 3.40 3.00 2.00 3.40  3.20  2.50

47  6.33  4.25  3.25  5.25 3.60 2.67 2.80 3.60  3.40  2.17

48  7.00  4.75  3.75  5.25 5.00 2.00 2.67 4.00  4.40  3.17

49  6.67  4.00  2.50  2.60 5.00 3.00 3.00 5.00  4.00  3.33

50  6.33  4.00  2.75  5.50 3.40 2.33 2.00 3.80  3.20  2.83

51  6.00  3.75  2.25  5.50 2.40 2.33 2.00 3.20  3.20  2.17

52  5.67  3.75  2.50  5.00 3.20 1.67 1.67 2.80  3.00  2.67

           

           

           

           

           

           

           

           

           

           

           

           

           

           

           

           

 


