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ABSTRACT 

 

Ever increasing competition has forced banks to deliver  quality services  to the  customers. After 

the entry of private sector banks and foreign banks, which delivered better services than 

nationalized banks, forced nationalized banks to improve their service quality. Initial researches 

indicate that private sector banks and foreign sector having better service quality than nationalized 

banks. Our study indicates that nationalized banks are not behind in service quality, rather they are 

better on some dimensions of service quality than their counter parts . 

 

Key words: customer satisfaction, comparison of the service quality of public sector banks, 

private sector banks and foreign banks, service quality in banks from employees and customer 

prospective. 

 

1. Introduction 

 

Banking has traditionally operated in a relatively stable environment for decades.                                                                                         

However, today the industry is facing a dramatically aggressive competition in a new deregulated 

environment. Competition will undoubtedly continue to be a more significant factor in the time to 

come.  Finding a place in this heating sun becomes vital to the long-range profitability and ultimate 

survival of the banks. Those banks that are not considering the new atmosphere to build and 

protect their competitive position will likely become victims of that heating sun. It is within this 

rapidly changing environment that customer satisfaction and service quality are compelling the 

attention of all banking institutions. Although the concepts of customer satisfaction and service 

quality are obviously related. Better  delivery of the services will lead to high customer satisfaction. 

Perceived quality of service tends to play an important role in high involvement industries like 

banking services. Banks have traditionally placed a high value on customer relationships with both 



International Journal of Research in IT and Management (IJRIM)  
Vol. 6 Issue 8, August 2016 
ISSN (o): 2231-4334  |  ISSN (p): 2349-6517  |  Impact Factor: 5.96   

 

 International Journal of Research in IT & Management 

      Email:- editorijrim@gmail.com, http://www.euroasiapub.org 
 96 

commercial and retail customers. However, the nature of the customer relationship is changing, 

particularly on the retail side of banking. As electronic banking becomes more prevalent, a bank's 

service quality may well be measured in terms of personal support rather than technical support. In 

other words, as banks become more and more "high-tech," their technical services are becoming 

standardized, reducing the importance of such services as a differentiating factor; thus, consumers 

will evaluate banks based more on their "high-touch" factors rather than on their "high-tech" 

factors. This is evidenced by the fact that although many banks have provided financial incentives 

for consumers to utilize Automatic Teller Machines (ATMs), such as teller fees, etc., the "unique 

selling proposition" (Kotler, 1997) of a bank still appears to be personal banking services. A unique 

selling proposition strategy implies the use of only one key benefit in promoting to the target 

market; some scholars refer to this as the "core benefit proposition" (Urban and Hauser, 1993). In 

other words, banks could use only one key benefit - personal banking services - to promote 

effectively to their target market. In view of this, service quality has become a key construct in the 

banking industry. 

It is important to analyze the means of measuring and evaluating the service quality provided by 

financial institutions as they adjust to the many changes in the banking environment. Analysis of 

the service component of banks in a developing economy may well result in information of value to 

banks in other countries; as banking becomes more globally integrated, differences in banking will 

diminish. Thus, this study is an effort to examine the service quality of Indian banks from the 

perspective of its stakeholders i.e employees and customers, which in turn affects the customer 

satisfaction. 

                   

2. Objectives of the study 

 

1. To study the perception of the service quality in banks from employees prospective. 

2. To study the perception of the service quality in banks from customers prospective. 

3. To compare the service quality of public sector banks, private sector banks and foreign  

    banks. 

 

3. Service Quality  

 

3.1 Background 

Service Quality is about meeting customers’ needs and requirements, and how well the service level 

delivered matches customer expectations. Service quality in banking implies consistently 

anticipating and satisfying the needs and expectations of customer (Howcroft, 1991).  Quality 

service is the cornerstone of a solid, thriving business.It costs six to thirty times more to get a new 

customer than it does to service and maintain the satisfaction and loyalty of an existing customer.  

Companies struggle to cut costs without realizing that customer attrition might be the single largest 

cost they have. Keeping customers happy has the same bottom line effect as cutting costs. By 

Increasing their customer retention by 5%, and they could increase their profits 25 pecent to 100 

percent. But they won’t get there by providing the same “average” service as everyone else.  



International Journal of Research in IT and Management (IJRIM)  
Vol. 6 Issue 8, August 2016 
ISSN (o): 2231-4334  |  ISSN (p): 2349-6517  |  Impact Factor: 5.96   

 

 International Journal of Research in IT & Management 

      Email:- editorijrim@gmail.com, http://www.euroasiapub.org 
 97 

Improving quality in the eyes of customer pays off for the companies that provide it. Data from the 

Profit Impact of Market Strategy(PIMS) research show that a perceived quality advantage leads to 

higher profits (Buzzell and Gale, 1987).Berry and Parsuraman (1991) also hold the view that high 

quality service gives creditability to the field sales force and advertising, stimulates favorable word 

of mouth communications, enhances customer’s perception of value, and boosts the morale and 

loyalty of employees and customers alike. Hesker et al (1990) observed that across a wide range of 

business, the pattern is the same: the longer a company keeps a customer, the more money it stands 

to make. 

Increased competition, slower growth, and mature markets are also forcing many businesses to 

review their customer service strategy. Many businesses are channeling more efforts to retain 

existing customers rather than to acquire new ones. There is enough evidence that demonstrates 

the strategic benefits of quality in contributing to market share and returns on investments (Adrian, 

1995;Bateson, 1995; Berry and Parsuraman, 1991;Buzzell and wiersema, 1981; Reichheld and 

Sasser, 1990) and lowering the manufacturing costs and improving productivity(Garvin, 1983; 

Kotler, 1999 ;Leonard and Sasser, 1982). Maximizing customer satisfaction through quality 

customer service has been described as the ‘The ultimate weapon’ by Davidow and uttal (1989). 

According to them ,“ In all industries , when competitors are roughly matched, those that stress 

customer service will win”. 

In the light of the above discussion, interest in service quality is, thus, unarguably high. Poor quality 

places a firm at a competitive disadvantage. If  customers,  perceive quality as unsatisfactory, they 

may be quick to take their businesses elsewhere. Thus, it is clear that service quality offers a way of 

achieving success among competing services, particularly in the case of firms that offer nearly 

identical services , such as banks, where establishing service quality may be the only way of 

differentiating oneself. Such differentiation can yield a higher proportion of consumers’ choices 

and , hence, mean the difference between financial success and failure. 

 

3.2  Growing Importance of Quality Service 

The banking industry in India has been a witness for the last decade to several regulatory changes 

that have resulted in a heightened level of competition among the banks. The entries of private 

sector banks and foreign banks, subsequent to the recommendations of the Narasimhan committee, 

have increased manifold the expectations of the customers in all areas relating to customer service 

(Thampy and Madanmohan, 1999). India's banking system responded to the post-liberalization 

reforms in a creditable manner by showing admirable alacrity in absorbing the impact of 

reforms(Savlani, 2000). Thanks to maturing markets and global competition, bankers have been 

forced to explore the trade-off between winning new customers and retaining old ones. The focus of 

marketing has shifted to managing relationships with customers. The advent of private sector and 

foreign banks has also been instrumental in providing greater benefits and new service options to 

customers (Panigraphy, 2000). Though Indian banking is subjected to severe criticisms for its high 

amount of bad debts and lower profits, one crucial aspect of its performance that stands out 

glitteringly is its contribution to the development and diversification of the Indian economy which 

witnessed a great surge in the last three decades (Prasad, 1997). 
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Banking is no longer regarded as a business dealing with money transactions alone, but is also seen 

as a business related to information on financial transactions (Padwal, 1995). In other words, it is 

believed that Information Technology (IT) plays a significant role in providing better customer 

service, presumably at a lower cost. Several innovative IT-based services such as ATMs, Electronic 

Fund Transfer, Anywhere-Anytime banking, Smart Cards, Net banking, etc. are no longer alien 

concepts to Indian banking customers (Rawani and Gupta, 2000). But the diffusion of technology is 

somewhat slow in public sector banks when compared to private sector banks and foreign banks 

(Banker, 1998). In the case of private sector banks, bank automation has been far easier as their 

size is small and they also started their operations afresh. As regards the foreign banks, they 

already have the advantage of good automation experience in several banking applications 

(Kaujalgi, 1999). 

Although the presence of private sector banks and foreign banks have kindled a competitive spirit 

among the state-owned nationalized banks, the nationalized banks are not up to the task yet, as far 

as challenging the private sector and foreign banks with respect to the quality of services delivered 

by them - in terms of the intensity, depth, diversity and range of services offered. Nevertheless, the 

Reserve Bank of India, the country's central regulatory bank continues to move towards greater 

liberalization, in order to foster competition among the nationalized banks (Angur et al., 1999). In 

essence, Indian banking is in the grip of profound structural changes as evident from the 

phenomenal growth in the size, spread and activities undertaken by them. Many leading business 

magazines like Business Today and Business India have, of late, started ranking the banks on several 

criteria such as operational ratios, profitability ratios, productivity ratios, financial parameters, net 

profits, total assets, advances and total deposits (Business India, 1995; 1996; 1998; Business Today, 

1998a, b; 1999). These rankings were in essence based on financial aspects rather than on quality 

of service delivered. Therefore an analysis of banks in India from a "service-quality perspective" 

may sound interesting at this juncture. Such an investigation may provide the banks with subtle, 

intricate details that will help them to achieve the elusive competitive edge that they are searching 

for. Moreover, these service-quality issues have long been neglected in developing economies when 

compared to information available about developed economies like the USA and Europe (Kassem, 

1989; Firoz and Maghrabi, 1994; Yavas et al., 1997) and this also applies to the banking industry 

(Angur et al., 1999). India, being a huge developing economy, and its banking sector with a wide 

geographical reach catering to the needs of a huge clientele, offers an excellent scope for research 

on the issue of quality in banking  as perceived by the employees and customers, can provide the 

beacon for the evaluation of effectiveness of banking in developing economies. 

 

3.3 Service Quality Measurement 

Although researchers have studied the concept of service for several decades, there is no consensus 

about the conceptualization of service quality(Cronin and Taylor, 1992) .Different researches 

focused on different aspect of service quality. The most common definition is the traditional notion 

that views quality as the customer’s perception of service excellence. That is to say, quality is 

defined by the customer’s impression of the service provided (Berry et al, 1988; Parsuraman et al, 

1985). 
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Service quality is the most researched area of services marketing (Fisk et al, 1993).The concept was 

investigated in an extensive series of focus group interviews conducted by Parsuraman et al(1985). 

They conclude that service quality is founded on a comparison between what the customer feels 

should be offered and what is provided. Other marketing researchers(Gronroos,1982; Sasser et 

al,1978) also support the notion service quality. Parsuraman and his colleagues(parsuraman et 

al,1985;1988;1991;Zeithml et al,  1990) suggest that service quality can be assesses by measuring 

customer’s expectations and perception of performances levels for a range of service attributes. 

Then the differences between expectations and perceptions of actual performance can be calculated 

and averaged across attributes. As a result, the gap between expectations and perceptions can be 

measured. 

Parsuraman et al(1998) operationalised their conceptual model of service quality by following the 

framework of Churchill(1979) for developing measures of marketing constructs .They  started by 

making extensive use of focus groups, who identified 10 potentially overlapping dimensions of 

service quality .These dimensions were used to generate 97  items. Each item was then turned into 

two statements, one to measure expectations and one to measure perceptions. A sample of service 

users was asked to rate each item on a seven point scale anchored strongly disagree (1) and 

strongly agree (7). 

Parsuraman et.al(1988) work resulted in a 45 item instrument, SERVQUAL, for assessing customer 

expectations and perceptions of service quality, in service  and retailing organizations. The 

instrument has three parts ,the first part consists of 22 questions for measuring expectations.  

Questions are framed in terms of the performance of an excellent provider of the service being 

studied. The second part consists of 22 questions for measuring perceptions. Questions are framed 

in terms of the performance of the actual service provider. 

The final part is a single question to assess   overall service quality. Underlying the 22 items are five 

dimensions that the authors claim are used by customers when evaluating service quality, 

regardless of the type of service. These dimensions are: 

Tangibles: Physical facilities, equipment and appearance of personnel 

Reliability: Ability to perform the promised service dependably and accurately 

Responsiveness: Willingness to help customers and provide prompt service. 

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

Empathy: Caring, individualized attention the service provider gives to its customers. 

Service quality for each dimension is captured by a difference score G (representing Perceived 

quality for that item), where 

                                                    G=P – E 

And P and E are the average ratings of dimension’s corresponding perception and expectation 

statements respectively. 

Fisk et al. conclude that researchers generally agree that the instrument is a good predictor of 

overall service quality. 
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4. Research Methodology 

The SERVQUAL measuring instrument developed by Parsuraman et al (1998) was adapted and 

used for the present study. It is pre tested in a number of earlier studies,  for measuring the service 

quality. The present study has been conducted in state of northern India ,Delhi .The study is further 

limited to UTI bank, Bank of Baroda, Canara bank, Oriental Bank of Commerce, Centurion Bank of 

Punjab, State Bank of India, United Bank of India, Indian Bank, and Standard Charted Bank. 

Data has been collected using the ‘personal–contact’ approach, i.e. the respondents were 

approached personally. In order to seek  fair and frank bank respondents and bank officials, the 

importance  of service quality ( to consumer and bank officials) ,alternatives on offer to 

customers ,knowledge of costs and benefits of retaining customers  relative to attracting new ones, 

company’s performance and future growth were  first discussed .Respondents(bank officials and  

bank customers) were then asked to give their opinion about  the level of quality service delivered 

/received on a seven point likert scale ranging from strongly agree to strongly disagree. 

The sample for the study comprises of 150 customers in all relating to nationalized, private banks, 

public banks, and foreign banks. In the same way 100 bank officials of the sample banks, were 

approached to fill up the SERVQUAL instrument with a view to measure their expectations and 

perceptions about the service they are delivering to their respective customers. Bank officials were 

purposely selected for the present study as they play an important role in administering banking 

regulations.  

 

5. Results and Discussion 

In line with the objectives of the study, the responses were collected from employees and 

customers of the selected banks on the five dimension of service quality i.e. tangibility, reliability, 

responsiveness, assurance and empathy. Perceptions were measured on a seven point, strongly 

agree to strongly disagree scale. Mean differences between service quality perceptions of banks 

employees and their respective customers were calculated separately for all the banks. The results 

obtained from this are depicted in below tables.      
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Table 1.  Comparative Perceptions of Banks Employees  and their Customers 

 

Elements of service 

quality dimension  

Group                                           Banks 

             UTI CANARA BANK BANK OF BARODA 

Mean S.D. M.D. Mean S.D. M.D. Mean S.D. M.D. 

TANGIBILITY BE 25 0.5 0 24 0.8 1 25 0.7 2 

BC 25 1.27 23 1.63 23 1.6 

RELIABILITY BE 29 0.89 (1) 32 0.7 3 33 0.5 4 

 BC 30 0.88 29 1.4 29 1.1 

RESPONSIVENESS BE 13 0.54 (3.2) 15 2.5 0 14 2.4 (2.1) 

 BC 16.2 1.87 15 2.1 16.1 1.9 

ASSURANCE BE 25.3 0.5 1.9 25.6 0.6 4.6 25 1.1 3.2 

 BC 23.2 0.5 21 1.9  22.2 1.3 

EMPATHY BE 9.57 0.8 (4.7) 8 0.9 (3.9) 11 1.4 (4.3) 

 BC 14.3 1.5 11.9 1.7 15.3 1.7 

 

BE- Bank Employees, BC- Bank Customers 

 

 

Table 2.  Comparative Perceptions of Banks Employees  and their Customers 

 

Elements of service 

quality dimension  

Group                                           Banks 

 ORIENTAL BANK 

OF COMMERCE      

CENTURIAN BANK 

OF PUNJAB 

STATE BANK OF 

INDIA 

Mean S.D. M.D. Mean S.D. M.D. Mean S.D. M.D. 

TANGIBILITY BE 23 0.6 1 23 0.6 0 24 0.6 (1) 

BC 22 0.9 23 1.4 25 1.7 

RELIABILITY BE 27 0.9 (3) 30 0.6 1 34 0.4 3 

 BC 30 1.9 29 1.6 31 1.3 

RESPONSIVENESS BE 15 0.4 1.2 16 0.9 1 16 0.4 2 

 BC 14.2 1.7 15 2.1 14 1.7 

ASSURANCE BE 26 0.7 2 26 0.6 5 25 1 1 

 BC 24 1.2 21 1.4 24 1.4 

EMPATHY BE 11 0.9 0 13 0.7 2.9 12 1.3 0 

 BC 11 1.5 11.9 1.9 12 1 

 

BE- Bank Employees, BC- Bank Customers 
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Table 3.  Comparative Perceptions of Banks Employees  and their Customers 

 

Elements of service 

quality dimension  

Group                                           Banks 

UNITED BANK OF 

INDIA 

INDIAN BANK STANDARD 

CHARTED BANK 

Mean S.D. M.D. Mean S.D. M.D. Mean S.D. M.D. 

TANGIBILITY BE 24 0.8 1 23 0.6 1 24 0.6 0 

BC 23 0.9 22 1.2 24 1.5 

RELIABILITY BE 27 0.9 0 30 0.6 1 34 0.4 2 

 BC 27 1.1 29 1.6 32 2 

RESPONSIVENESS BE 15 0.4 2 14 0.6 (1) 16 0.4 1 

 BC 13 1.1 15 2.1 15 

 

1.5 

ASSURANCE BE 26 0.7 1 21 0.3 0 26 1.2 1 

 BC 25 1 21 1.4 24 1.4 

EMPATHY BE 11 1.2 (1) 12 1.5 1 15 1.9 2 

 BC 12 1 11 1.5 13 1.2 

 

BE- Bank Employees, BC- Bank Customers 

 

 

Table 4.  Comparative Perceptions of Banks Employees  and their Customers  

 

Elements 

of 

service 

quality 

GROUP                                              BANKS 

UTI CB BOB OBC CBP  SBI UBI IB  SCB 

Mean Mean Mean Mean Mean Mean Mean Mean Mean 

Overall 

service 

Quality 

BE 101.87 104 108 102 108 111 103 100 115 

BC 108.7 99.9 105.6 101.2 99.9 106 100 98 108 

 BE- Bank Employees, BC- Bank Customers 

 

6.1 Dimension Wise Analysis 

 

Tangibility 

  

Looking at the  data on tangibility dimension  for standard charted bank, centurian bank of Punjab 

and UTI bank, these banks are  meeting the perceptions of their respective customers on the 

dimension  as  mean differences being  for all the three  banks is 0. 
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While some of the nationalized banks SBI(-1) and Indian bank  (-1) are exceeding the perception of 

its customers, but canara bank (1) and  oriental bank of commerce (1)  fall  below on the 

perceptions of their customers on this dimension of service quality.  

Reliability 

The analysis of reliability dimension of service quality shows significant differences in the 

perception of nationalized banks employees with their respective customers. These banks  fall 

below the perception  of their customers in delivering service quality .Private banks are exceeding 

the perceptions of their customers in delivering quality service on reliability dimension.  

Responsiveness 

UTI bank (-3.2) did very well on this dimension. Bank of borda(-2.1) and canara bank(0) 

 also done well.But other nationalized banks  falls below the perception of its customers   

  on   providing prompt   services. 

Assurance 

The performance of nationalized banks  canara bank(4.6) , bank of baroda (3.2), state bank of India 

(2),and oriental bank of commerce (1.2) is poor on assurance dimension, as  it is evident from the 

mean differences. Thus, it is clear that nationalized banks falls below the perceptions of its 

customers on said dimension. Contrary to that  private banks do better than nationalized banks on 

this dimension 

Empathy 

UTI bank(-4.7), canara bank(-3.9) and bank of baroda(-4.3) are able to do very well on these 

parameters. However, it is surprising to note that centurain bank of punjab(2.9) and standard 

charted bank(2) are falling below the perceptions of their respective customers in regard to giving 

individualized attention and convenient operating hours. 

6.2 Overall Service Quality 

Analysis of overall service quality as shown in table 4 reveals that UTI bank customers have better 

perception of service quality than their emplcoyees. In all other banks employees perception of 

service quality is more than the customer perception of service quality. Surprisingly  nationalized 

banks do rather well than centurian bank of punjab(8.1) and standard charted bank(7) where 

perception gap of service quality of employees and customers is higher than the nationalized banks 

like canara bank(4.1), oriental bank of commerce(0.8) and bank of baroda(2.4),state bank of 

India(5) and Indian bank(2).This shows that rather performance of nationalized banks are better 
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than there counter parts, private and foreign banks in terms of service quality  as  perceived by 

customers  and employees.  

6. Conclusion  

Banking industry is the service industry ,where only way distinguish itself is by having better 

service quality. Initial researches on service quality in banking sector conclude that private banks 

and foreign banks are better in terms of providing the quality service. Our study indicates that 

nationalized banks are also now not far behind than their counter  

parts, rather they are doing better on some dimensions of service quality. Banks need to think 

innovatively to service the customers better and to make its distinct identity in the industry.  
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