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SUMMARY
SERVICE SATISFACTI N AND LOYALTY: A COMPARISON OF

PERCEPTIONS BETW] N BANK TELLERS AND INTERNAL CUSTOMER
GROUPS IN A RETAIL BANK IN ZIMBABWE

by
CRISPEN CHIPUNZA
SUPERVISOR : PROFESSOR H. M. VERHAGE
FACULTY : MANAGEMENT, DEVELOPMENT AND
COMMERCE
DEPARTMENT : INDUSTRIAL & ORGANISATIONAL
PSYCHOLOGY
DEGREE : MASTER OF COMMERCE

(INDUSTRIAL & ORGANISATIONAL PSYCHOLOGY)

In addition to using measures of return on investment, internal processes and employee
development, organisational performance today is also being measured by the quality of
service provided. Service quality is widely regarded as a key antecedent to successful
relationship marketing, customer satisfaction and loyalty. Although there have been
many researches on service quality in organisations, few have explored and compared
perceptions of satisfaction with and loyalty towards a bank between bank tellers and

customers.
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The present investigation compared perceptions between bank tellers and three internal
customer groups (stayers, satisfied switchers and dissatisfied switchers) found in service
organisations, with respect to service satisfaction and loyalty in a retail bank in
Zimbabwe. One hundred 00) bank tellers and three hundred (300) customers randomly
selected participated in the study. The SERVQUAL (service quality) questionnaire of
Parasuraman, Berry and Zeithaml (1985), adapted to the banking environment, and items
developed by Dick and Basu (1994) were used to measure perception of satisfaction with
and loyalty towards the retail bank among bank tellers and customers. The findings of
the investigation can be summarised as:
% There were differences in perception of satisfaction with service provision by the
retail bank between tellers and each of the three internal customer groups.
¢ Tellers were more loyal to the organisation than each of the three internal
customer group.
+ There were differences in perception of loyalty towards the retail bank between
tellers and each of the three internal customer groups.
«» There were no differences in the influence (;f demographic variables on service
satisfaction with and loyalty towards the bank between tellers and each of the

three internal customer groups.

9,
L 44

Overall, stayers were more satisfied with service provision of the bank than all the

other groups.
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CHAPTER ONE: BACKGROUND OF THE STUDSACER; 8300

1.1 Introduction

This chapter gives an overview of the background to the research problem, purpose
and objectives of the investigation, a brief discussion of the theoretical framework
guiding the investigation, hypotheses, and the rationale for the investigation. The
chapter ends by discussing the delimitation of the investigation and definition of key

concepts.

1.2 Background of the research problem

It is no longer sufficient for service organisations to concentrate solely on good prices
in marketing their products for business success. At the centre of many service
organisations today is the realisation of improving organisational performance by
attracting, satisfying and retaining customers. Such efforts are realised through the
delivery of quality service (Steyn, 2000). Except in rare instances, quality service
culminates in complete customer and employee satisfaction (Jones & Sasser, Jr 1995).
Complete customer satisfaction is generally regarded as a good indicator of the level
of service quality rendered by any service organisation. On the other hand, service
quality is also regarded as having its roots in the contact employees (those with direct
contact with customers on a daily basis) of service organisations (Ferrell & Hartline,
1996).

As put forward by Rucci, Kim and Quinn (1998), attention by service organisations in
satisfying and retaining customers and employees help in the development of measures
that show how well an organisation is doing with customers, employees and investors.
The authors further pointed out that, a knowledge of such measures will only be
realised by addressing a question like: “Do we have a knowledge or understanding of
the several layers of factors that drive employee attitudes, that in turn affect employee
retention and which in turn affect the drivers of customer satisfaction and retention?”
(Rucci et al., 1998:834). Answers to such a question would establish the importance
service organisations should place in customer and employee satisfaction for business
success (Fournier, Dobsch & Mick 1998).



Literature on the delivery of quality service suggests that contact employees of service
organisations play an important role in customer satisfaction (Owens & Loggemberg,
1992). The qualities of service provided by organisations also depend on the
performance and perceptions of the service deliverer (contact employees) (Curry,
1985). Therefore, the behaviour of contact employees during service encounter with
customers are indicative of the employees’ satisfaction with and loyalty towards the
organisation. On the other hand, the interpretation of contact employee’s behaviours
by customers can be used as a measure of customers’ satisfaction with and loyalty

towards the organisation.

Over the past years ere has been a proliferation of literature and investigations
measuring service quality by comparing the perceptions of contact employees and
customers from different organisations which offer the same services (Parasuraman,
Berry & Zeithaml, 1985; Govender, 1998). Such comparisons have been criticised. In
such instances it is sometimes very difficult to control for organisational differences,

such as management and contextual factors (Singh, 2000).

Other studies (e.g., Govender, 1999) used contact employees, described as having
“meaningful long contacts” with customers, for example, customer service personnel.
Other contact employees with relatively longer periods of contact with customers (e.
g., bank tellers) have not been used. Bank tellers also have meaningful face-to-face
contact with customers. Their interaction with customers during service delivery could

reflect the tellers’ satisfaction with and loyalty towards the organisation.

In their studies of comparing service quality perceptions between contact employees
and customers, Parasuraman et al. (1985) did not base their definition of “customer” on
the “marketing concept”. The marketing concept assumes that customers differ from

one another and do have specific and diverse needs.

Similarly, other researchers (e.g., Ennew & Binks, 1996) “bundled” customers
together as just one group of people upon which perceptions of service quality can be
extrapolated. However, recent customer base studies by Gamesh, Amolds and
Reynolds (2000) have shown that organisations’ customers are comprised of three



groups: (1) Those who 1ive stayed with the organisation for quite a long time without
switching (stayers); (2) those who have switched from other service organisations
because of dissatisfaction (dissatisfied switchers); and (3) those who have switched for
reasons other than dissatisfaction (satisfied switchers). The differences in satisfaction,
loyalty and involvement with a service setting among the three groups have been
documented (Gamesh ef al., 2000). Results indicate that dissatisfied switchers are
more satisfied with their current service provider and likely to engage in active loyalty
behaviours (i.e., proactive behavioural intentions that require deliberate or conscious
effort to undertake, such as positive word of mouth and expansion of service usage)
than stayers and satisfied switchers. Stayers, who exhibit higher satisfaction than
satisfied switchers bul »wer satisfaction than dissatisfied switchers, are more likely to
exhibit passive loyalty behaviour (i.e., insensitive to significant changes in the service
relationship or service environment). Satisfied switchers are the least satisfied
customers and fall between the other two groups in terms of active and passive loyalty
behaviour. Although the research made great contributions to our knowledge and
understanding in the area of customer switching and loyalty researéh, no attempts have
been made to investigate differences in perceptions between the three internal customer
groups and a group of contact employees, usually neglected by many researchers,
namely bank tellers.

The extent to which demographic variables influence perceptions of service quality
among customers has been documented (Gilbert & Kahl, 1982; Boshoff & Nel, 1992).
To our knowledge, no research has yet compared the influence of demographic
variables on both customers and contact employees, particularly bank tellers, with
respect to satisfaction and loyalty towards a service organisation.

1.3 Statement of the research problem

Are there any differences in perceptions of satisfaction with and loyalty towards the
bank between tellers and customer groups? Do demographic differences affect
perceptions of sati iction with and loyalty towards the bank between tellers and

customer groups?



1.4 Theoretical framework

Perceptions of service quality, service satisfaction and loyalty in organisational settings
have been subjects of much discussion and theorising. Approaches often used by
service quality researchers in understanding perceptions of the three constructs and
which were also guiding the investigation are: The transaction — specific and
cumulative theoretical explanations. Transaction — specific explanation views service
quality perceptions as a post — choice evaluative judgment of a specific purchase or
service (Hunt, 1977; Oliver, 1993). Cumulative explanation argues that service
satisfaction is an overall satisfaction based on total purchase and consumption
experience with good: r services (Fornell, 1992; Johnson & Fomell, 1991).

The second set of theories guiding the investigation is the expectancy -
disconfirmation theory (Oliver, 1980) and the comparison level theory (Thibaut &
Kelly, 1959). The expectancy — disconfirmation theory posits that people judge
satisfaction with and develop loyalty towards a product or organisation by comparing
previously held expectations with perceived product or service performance. The
comparison level theory argues that the comparison level for altematives is the
standard people use to develop perceptions of satisfaction and deciding whether to
remain in a marketing relationship or not. The comparison level is “...the lowest level
of outcomes a person will accept in light of available opportunities” (Thibaut & Kelly,
1959:57).

Another theoretical explanation guiding the investigation is the memory and heuristic
theory (Folkes, 1994; Tversky and Kahnemann, 1974). The theory proposes that
people use emotionally charged atypical experiences to develop satisfaction with

service quality and loyalty towards an organisation.

Taken together with other theories to explain service quality perceptions {e.g., the
continuum theory (Parasuraman et al., 1985); the cognitive theory (Smith & Houstein,
1983); the interactive theory (Lovelock, 1984); the gap theory (Parasuraman et al.,
1985); the customers’ viewpoint theory (Parasuraman, Berry & Zeithaml, 1988); and
the organisation viewpoint theory (Tracacy & Wiersema, 1993), the foregoing
theoretical approaches guided the present investigation.



1.5 Primary objectives of the investigation

The primary objective: f this investigation were:

e To compare the perceptions with respect to service satisfaction with
and loyalty towards the bank between bank tellers and three internal
customer groups found in a retail bank in Zimbabwe.

e To determine whether demographic variables do have an effect on per. _ptions of
satisfaction with and loyalty towards the bank between tellers and the three internal

customer groups

1.6 Secondary objectives of the investigation

The secondary objectives of this investigation were to determine:

e Whether any correlation or significant differences exists in perceptions of
satisfaction with and loyalty towards the bank between tellers and stayers; tellers
and dissatisfied switchers; and tellers and satisfied switchers.

e Whether the manner in which the bank handles customers and employees contribute
to differences in erceptions of satisfaction with and loyalty towards the bank
between tellers and the three internal customer groups.

e Whether demographic differences affect the perceptions of satisfaction with and
loyalty towards the bank between tellers and the three internal customer

groups.

1.7 Hypotheses

The objectives of the investigation were operationalised in the following
hypotheses:

H1 Satisfaction with the service provision of the bank as perceived by tellers will not
significantly differ with service satisfaction as perceived by stayers and satisfied
switchers.

H2 Satisfaction with the service provision of the bank as perceived by tellers wiil not
significantly differ with perceptions of satisfaction as perceived by dissatisfied
switchers.

H3 Loyalty towards the bank as perceived by tellers will not significantly differ with
loyalty towards the bank as perceived by stayers and satisfied switchers.



H4 Loyalty towards the bank as perceived by tellers will not significantly differ with
loyalty towards the bank as perceived by dissatisfied switchers.

H5 There are no differences in the demographic influence on satisfaction with and
loyalty towards the bank between bank tellers and stayers; tellers and satisfied
switchers; and tellers and dissatisfied switchers.

H6 There are no differences in overall satisfaction with the bank between tellers and
stayers; tellers and satisfied switchers; and tellers and dissatisfied switchers.

1.8 Rationale for the investigation

The investigation of how customers’ perceptions of satisfaction with and loyalty
towards the bank differ to or correlate with those of tellers might provide an insight to
service organisations for re-designing and implementing specific recruitment and
acquisition strategies for contact employees and customers, respectively. On the other
hand, customer and employee satisfaction surveys generate valuable information that
enables service organisations to compare the performance of one business unit or
several business units in different time periods and locations. In the investigation, the
bank might benefit by using the information obtained to compare the interaction
processes of customers with tellers and those of customers with personnel in other
units. Such comparisons might help in determining the overall performance of the bank

with specific reference to customer care.

The investigation may provide the current bank with information on possibilities of
establishing links between customer or employee satisfaction levels and the
organisation’s profitability. The investigation will also highlight the importance of the
overall banking relationship of the current bank with its customers. This may provide
an avenue for the bank to continue investing in quality and the management of
customer relationship as a way of assisting the improvement of loyalty among both

customers and employees.

The present investigation may also help the bank to develop and deploy sources of
advantage in the area of customer knowledge and information. Such knowledge and



information may assist the bank in developing superior abilities in communicating with

its customers, including retaining them.

By investigating service dimensions, the study might provide managerial guidance
regarding which service areas the bank should concentrate on in an effort to building
loyalty among current customers and attracting profitable prospects.

If demographic variables are found to influence service quality perceptions of the
different customer groups, this may serve as an important pointer to the bank. It may
provide leading indicators to the bank of shifts in the market place. Such indicators
might help in the precise segmentation and targeting of markets by the bank, resulting

in tailoring of service offerings to match exactly the demands of those niches.

Since &elivering long-term and consistent value in business begins and ends with the
way employees are trained, a comparison of perceptions between tellers and internal
groups of customers might provide an opportunity for the improvement of employee

management processes in financial organisations.

1.9 Delimitation of the investigation

The investigation was limited to one retail bank in Zimbabwe. This bank was chosen
because all the other banks that were approached to participate in the investigation
declined their participation.

The investigation was limited to tellers and customers of the bank. Samples of 100
tellers and 300 customers participated in the study. The tellers and customers were
selected from the 20 branches of the bank throughout the country.

The selected samples of tellers and customers responded to a questionnaire soliciting

their perceptions of satisfaction with and loyalty towards the bank.



1.10 Definition of key concepts

These definitions have been used in the current investigation as given by

the authors cited.

Customer satisfaction: Customers’ overall evaluation of an organisations service
provision based on total purchase and consumption experience with its goods or
services (Fornell, 1992; Johnson & Fornell, 1991).

Customer loyalty: Customers’ personal identification with the organisation, the
psychological attachment and concern for the future welfare of the organisation...a
combination of both commitment and other overt loyalty behaviours (Dick & Basu,
1994).

Service quality: The degree of excellence at an acceptable price or level offered by an
organisation (Boshoff, Mels & Nel, 1992).

Customer — orientation: The extent to which the organisation takes the views of
customers seriously and actively responses to such views (Sandler, Bendixen &
Elfassy, 1995).

Active loyalty: Proactive behavioural patterns that require deliberate or concscious
effort to undertake (Garnesh, et al., 2000).

Passive loyalty: The elasticity of a customer’s behaviour to significant changes in the
relationship or service environment (Garnesh, et al., 2000)

Organisational socialisation: The way in which individual employees or customers
learn the beliefs, values and behaviour skills necessary to fulfill their roles and function
effectively within an organisation’s milieu (Senge, 1990).

Organisational climate: An overall feel of the setting of an organisation, which
shapes employees’ and customers’ attitudes about the process and outcome of the
service being delivered (Govender, 1998)

Organisational culture: The way things are done in an organisation; what is typical of
the organization; the habits, the prevailing attitudes, the grown up patterns of accepted
and expected behaviours (Rucci et al., 1998).

SERVQUAL instrument: Service quality instrument for measuring perceptions of
service quality satisfaction (Parasuraman et al., 1985).

Organisational commitment: The attachment to the organisation manifested through
identification with its goals and values (Singh, 2000).



Employee empowerment. The extent to which employees are given the autonomy to
make day - to - day decisions about the activities related to their jobs (Bowen &
Lawler, 1992).

Job satisfaction: The extent to which an employee expresses a positive orientation
towards a job (Bitner, 1990).

Contact employees: Employees of an organisation with direct contacts with
customers on a daily basis (Ferrell & Hartline, 1996).

1.11 Conclusion

This chapter has indicated that research on the issue of service quality has been
inconclusive, and thus warrants further investigation by comparing perceptions with
respect to satisfaction with, and loyalty towards a retail bank between bank tellers and
three groups of customers. The major purpose of the current investigation was to
determine whether any differences in perceptions of satisfaction with and loyalty
towards the bank existed between tellers and each the three groups of customers. The
investigation also sought to determine whether demographic variables had any effect
on perceptions satisfaction with and loyalty towards the bank between tellers and each
of the three groups of customers. The investigation was only limited to one retail in
Zimbabwe.

The major theories, which guided the investigation, were the transaction-specific
theory, the cumulative theory, the expectancy-disconfirmation theory, the comparison
level theory and memory and heuristic theory. The hypotheses were stated indicating
no relationships between tellers and each of the three groups of customers. Definition
of key concepts used in the investigation were as given by authors who used the

concepts in previous investigations.

The investigation ha implications for the bank in terms of recruitment of staff, overall
performance, customer care, market segmentation and improvement of employee

management processes.



CHAPTER TWO: SURVEY OF THE LITERATURE

2.1 Introduction

This chapter discusses literature on service quality and its different epistemological
explanations from different authors. The different relationships that exist between service
quality, satisfaction and loyalty are highlighted. The chapter also discusses organisational
dynamics that influence p :eptions of service quality among customers and erﬁployees.
Broader perspectives highlighted include managerial commitment to service quality and

organisational socialisation of customers and employees.

Theories on customer and employee satisfaction and loyalty are reviewed in two major
theoretical frameworks, 1at, is, the expectancy — disconfirmation theory and the
comparison level theory. 1e chapter reviews and discusses literature on the determinants
of loyalty in service organisations and ends with a discussion on the influence of

demographic variables on perceptions of satisfaction and loyalty in service organisations.

2.2 Service quality

The issue of service quality has received considerable attention in the marketing literature
(Berry, 1995). Service organisations have repeatedly been cautioned about the importance
of providing “quality” service to modern day customers (Garvin, 1988). Service quality is
widely regarded as a key antecedent to successful customer relationships (Fletcher &
Brand, 1999). Marketers have thus begun to use service quality as a weapon in the service
sector (Johnson & Fornell, 1991).

Existing theories on the role of service quality in the business environments have been very
inconclusive. As a result, a lack of generally acceptable definition of the concept has
ensued. However, despite such inconclusiveness, research suggests that there is a close

relationship between business success and the marketing of quality products and services

(Garvin, 1988).

16



A conceptualisation of service quality would be void if the notion of “quality” is not
addressed. According to Garvin (1988) “quality”, though difficult to define because of its
wide coverage, is an analyzable property we learn to recognise only through experience.
Several researchers have attempted to define quality Towsend and Gerbhardt (1986:458)
have defined quality as “...the degree of excellence at an acceptable price and the control
of variability at an acceptable cost”. An analysis of the concept from a marketing
perspective emphasizes the importance of customer needs and preferences. This
consideration is however ampered by the relativeness of the concept of quality as
perceived by customers as well as the dependence on customers’ experiences, attitudes,
motivations, and needs (Jacobs, 1998). A common factor in these different
conceptualisations is the issue of perceptions. In the marketing of services, perceptions are

regarded as important in understanding quality (Crosby, 1979).

Although quality seem to be complex construct with different meanings, some researchers
have developed possible alternatives to describe quality in terms of characteristics or
dimensions of products or services. For example, Nelson (1970) developed a framework
for understanding quality for goods and services. He identified three categories of quality,
namely, search quality — attributes determined prior to purchasing a product; experience
quality — attributes which can be discerned after purchase or during consumption, and
credence quality — characteristics which the customer may find impossible to evaluate even

after purchase and during consumption.

According to Nelson = 970), the unique features of services, where experience and
credence dominate make it difficult for the customers to evaluate the quality of service.
The customer may not ave sufficient knowledge to decide whether the service satisfied
his or her needs even after consumption. This difficulty in evaluation forces customers to
rely on different cues (dimensions of products and services) when evaluating services.
Applying the above assumptions to the service sector under investigation in this
investigation would put the banks in the experience and credence categories. This is

because banks are professional, labour intensive with a high degree of customer contact.
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In the services sector, the marketer of services who is concerned with service quality faces
numerous problems because: (1) Services are intangible and customers have few, if any
cues from which to deduce quality, (2) services are often produced in association with the
customer during employee — customer interaction (the service encounter), which makes
the standardisation of service quality impossible (Bowen & Schneider, 1985) and (3)
services are often produced and consumed simultaneously. The result is that prospective
buyers or users of services cannot or have limited opportunities to evaluate the quality of

service prior to purchasing or using the service (Parasuraman ef al., 1985).

Problems with regards to services, especially its intangibility have restricted attempts to
conceptualise service quality. Instead, the concept “perceived quality” has been suggested
as a means of conceptualising service quality (Parasuraman ef al., 1985). Teas (1993:23)

[23

defined perceived service quality as “...a global judgment or attitude relating to the
superiority of the service”. It is based on what customers regard as “quality” rather than
tangible cues of quality (Owens & Van der Merwe, 1993). It is regarded as a comparison
between expected service and service actually provided. In other words, service quality is
viewed as the degree and direction of the discrepancy between customer perceptions and
expectations. In the service marketing literature, perceptions are defined as customers’
beliefs concerning the service received or experienced, while expectations are what
customers desire, that is, what they feel a provider should offer rather than would offer

(Parasuraman, Berry & Zeithaml, 1988).

The conceptualisation of service quality as a comparison between expected service and
service actually received makes service quality to be seen as “a measure of how well the
service level delivered matches the customer expectations” Expected service levels are met
by delivering those components of the service that are perceived by the customer to be
important, such as pleasant interpersonal relations. In the service sector, delivering quality
service therefore means conforming to expectations on a consistent basis, managing those
expectations, as well as the service assembly process which involves the customer —

contact employees (Lewis & Brown, 1993).
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In support of the management of the assembly process including contact employees,
Kotler (1988) pointed out that, in the marketing of services, service quality is enmeshed
with the service deliverer. Thus, both the “outcome” of the service and the “process” of
service delivery have an important impact on the creation and evaluation of service quality.
In most cases, quality occurs during the service delivery, usually in the interaction between
the customer and the contact personnel of the service organisation. Service quality is thus

dependent on the performance of the service employees.

Literature to support the issues of “process” and “outcome” in service quality delivery has
made distinctions between “physical product’” and “overall product offer”, in the
evaluation of service quality (Bowen & Schneider, 1988; Gronroos, 1984). They argued
that it is easy to distinguish between the outcome of the service (technical quality) and the
process by which the service is provided (functional quality). Functional and technical
qualities are regarded as the two key dimensions of service quality, although corporate
image is often incorporated as a mediating variable which influences perceived quality.
Although technical quality is difficult for consumers to evaluate, an acceptable level of
technical quality is an important component of service quality assessment. On the other
hand, performance in relation to functional quality is also important in determining the
overall service quality of an organisation (Gronroos, 1984). In addition, Cronin and Taylor
(1992) pointed out that functional quality management has become increasingly important
in addressing the issue of service quality. As a result, a focus on perceived quality of
delivery can provide a parsimonious specification of service quality. It would therefore be
expected that, even in the banking sector, higher perceptions of both technical and

functional qualities would increase customer satisfaction and loyalty.

2.3 Theoretical explanations of service quality perceptions

2.3.1 The continuum theory

Parasuraman et al., (1985) state that service quality is more difficult to evaluate than
goods quality. This is because most market offerings are described along a continuum

from pure goods to pure services. Differences in customer evaluation processes between
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goods and services can o ' be isolated in the classification of qualities of goods. In
support of this explanation Zeithaml (1981a) proposed eleven hypotheses about
differences between service and goods evaluation processes. On the other hand Fisk
(1981) maintains that, customer evaluations of service quality are more personalised and
dynamic. The evaluations require more cognitive evolvement than those of goods because

of the high degree of service intangibility.

2.3.2 The cognitive theory

The second explanation of service quality perceptions argues that evaluations of services
by customers are related to confirmation or disconfirmation of expectations (Smith &
Houstein, 1983). This confirmation-disconfirmation process is based on a cognitive script,
a mental representation of knowledge about events. However, the process causes
customers to experience fficulties in imagining the desired service after experiencing it.
For example, the customer may easily perceive dissatisfaction; yet imagining proposed
solutions may even be more problematic. In the end, customers attribute some of their
dissatisfaction with services to their own inability to specify or perform their part of the

service during the encounter process.

2.3.3 The interactive theory

The theory maintains that in both goods and service organisations, various inputs are
converted into satisfying products through a series of steps- production, purchase, use and
evaluation (Lovelock, 1984). In the goods production and consumption processes, the
steps can easily be separated in time and space, while in service production the steps are
essentially simultaneous, resulting in an intensive and complex interface between the
customer and the organisation throughout the process. This interactive approach is echoed
by Booms and Bitner (1981), who propose that the service operation can be understood as
comprising three overlapping systems: The operations system; the delivery system; and the
marketing system. Parts of the service operation system are visible to customers, others
are hidden from view d the customer may not even know of their existence. The visible

components can be divided into those relating to physical facilities and contact personnel.
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Customers find themselves interacting with either or both of these, resulting in an interface

difficult to interpret or evaluate.

Similarly, Lehtinen and Lehtinen (1982) believe that service quality is produced in the
interaction between the customer and elements in the service organisation. Organisational
elements are embedded in three quality dimensions: Physical quality, corporate quality,
and interactive quality. It is the interactive quality that many customers utilise to form
perceptions of service quality. Because of the use of this interactive quality dimension, a
distinction if often made between the process of service delivery and the quality associated
with the outcome of the service. Lovelock (1984) underscores this interactive process
when he points out that, the presence of the service deliverer makes the “how” of service
distribution important. Therefore, it is this evaluation of the “how” by the customer that
makes services experiential, with service elements offering cues about the nature and

quality of service being provided.

Fisk (1981) shows that the evaluation process of service quality occurs continuously,
especially in consumer behaviour. However, the consumer only becomes conscious at
certain stages of this evaluative behaviour. In his model, each of the three behaviours,
namely, alternative selection, choice, and use, serve as a “triggering cue” for evaluative
purposes. Consumer evaluation during the consumption or post choice evaluation of

services is thus a significant aspect of service quality.

2.3.4 The gap theory

'arasuraman ef al., (1985) developed yet another model of service quality. They proposed
that perceptions of service quality among customers are influenced by a series of four gaps
occurring in organisations, namely, (1) the difference between customer expectations and
management perceptions of customer expectations, (2) the difference between
management perceptions of customer expectations and service quality specifications, (3)
the difference between service quality specifications and service quality actually delivered

and (4) the difference between service delivered and what is communicated about the
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service to the customer. Perceived service quality-which is usually regarded as gap five, is
therefore the difference between customer expectations and the perceptions of service
quality and it depends on the size and direction of the other four gaps. This model presents
a sound conceptual foundation for investigating service quality. In the current study the
model could be applied to employees who face the challenge of delivering good service for

the organisation.

In support of the above theory, Lovelock (1984) investigated the factors that influence
service quality perceptions. Results showed that there must be an ongoing effort to
educate customers, keep them informed and correct them tactfully when they commit
errors. Such efforts are important because, being part of the production of service process,
customers may affect quality. The study also established that service quality is affected by
components such as word of mouth comments, media stories, contracting out operations,
use of agents or brokers, and providing service in multiple remote sites, all of which are

outside the control of the organisation.

2.3.5 The customer’s viewpoint theory

The most important contribution to the understanding of perceptions of service quality
was made by Parasuraman et al. (1988). Their research programme resulted in a model
explaining perceptions of service quality from the customer’s point of view. They argued
that the criteria used by customers in assessing service quality fits five independent
dimensions, namely, tangibles (physical facilities, equipment, and appearance of
personnel); reliability (ability to perform the promised service dependently and
accurately); responsiveness (willing to help customers and provide prompt service);
assurance (knowledge and courtesy of the employee and their ability to convey trust and
confidence); and empathy (caring, individualised attention the organisation provides its
customers). The out come of their study was the development of the SERVQUAL, a

methodology for measuring customers’ perceptions of service quality.

Arguing against the development of the SERVQUAL, Evans (1989) investigated the
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perceptions of service quality in a general bank with specific reference to black installment
sale clients. Although a sample of 130 subjects was too small to draw conclusions from, he
rejected the application of the conceptual model derived by Parasuraman et al. (1988).
The study showed that black consumers’ service quality determinants placed greater
emphasis on consumer’s orientation, marketer behaviour, empathy, and assurance.
However, the study only explored the applicability of the findings of Parasuraman et al.
(1988) in a South African service business. The thrust was not aimed at making

comparisons with any other group within the same service setting.

2.3.6 The organisation’s viewpoint theory

Treacy and Wiersema (1993) argued that perceptions of service quality could be explained
from the organisation’s point of view. They argued that service quality perceptions are
closely related to an organisation creating value for its customers. Value creation by an
organisation is based on the understanding that today’s customers have an expanded
concept of value that includes convenience to purchase, after sale service, and
dependability. Therefore, organisations that succeed today, focus on delivering superior
quality service in line with one of the three value disciplines, namely, (1) operational
excellence - providing customers with reliable products or services at competitive prices
and delivered with minimum efficiency or inconvenience, (2) customer intimacy -
segmenting and targeting markets precisely and then tailoring offerings to match exactly
the demands of those niches and (3) product leadership - offering customers leading-edge
products and services that constantly enhance the customers’ use or application of the
product, thereby rendering rivals’ goods or services obsolete. When an organisation
chooses to focus on a particular value discipline, it is at the same time creating service

quality perceptions that it envisages among its customers.

Organisations that excel in creating service quality perceptions through customer intimacy
combine detailed customer knowledge and operational flexibility so that they can respond
quickly to any need, from customising a product to fulfilling special requests. Such

organisations look at the customers’ lifetime value to the organisation, not the value of
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any single transaction. Employees in such organisations do everything- with little regard
for initial costs-to make sure that each customer gets exactly what he or she really wants.
As a result, the organisation engenders tremendous perceptions of service quality from

customers, as well as an increase in their loyalty.

2.4 Service quality, satisfaction and loyalty

2.4.1 Service quality and customer satisfaction

There has been a considerable debate on the relationship between service quality, service
satisfaction, and loyalty in service organisations. Researchers (e.g. Ennew & Binks, 1996)
argued that retention of customers in many organisations is preceded by loyalty, with the
service quality, and, or customer satisfaction being widely acknowledged as antecedent of
customer loyalty. Boshoff ez al. (1992) also argue that, the concepts of service quality and
satisfaction are related in the sense that continuous incidents if satisfaction lead, in time, to
perceptions of service quality. Anderson and Sullivan (1993) suggest that quality is an

antecedent of customer satisfaction.

Building on the basis of Oliver’s (1980) transaction-specific focus in which satisfaction is
specified as a function of disconfirmation of expectations Parasuraman ez al. (1988)
concur that, perceived quality is a function of (caused by) satisfaction. Similarly, in a
consumer satisfaction model specified by Churchill and Surprenant (1982), global
performance, defined as, “overall unit quality,” is specified as a predictor of consumer
satisfaction. In the context of service organisations such as banks, perceived quality may
be described as a “form of attitude” related but not equivalent to satisfaction and resulting

from a comparison of expectations with perceptions of performance.

Other service quality researchers (e.g., Reindenbach & Smallwood, 1990) have
distinguished customer satisfaction and service quality according to the level at which they
are measured. Customer satisfaction is transaction specific, whereas service quality is a

global assessment. On the basis of this distinction, the researchers have posited that an
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accumulation of transaction — specific assessment leads to a global assessment (i.e. the

direction of causality is from customer satisfaction to service quality).

Teas (1993) further argued that service quality and customer satisfaction could be
examined meaningfully from both transaction-specific as well as global perspectives.
Building on these notions and incorporation two other antecedents of customer
satisfaction - product quality and price, a transaction specific conceptualisation of the
constructs’ interrelationships and a global framework reflecting an aggregation of

customers’ evaluations of multiple transactions, has been proposed as shown in Figure 1.

Figure 1: Components of transaction — specific evaluation

[Evaluation of Service
Quality (SQ)

Overall Satisfaction
Evaluation of Product ransaction Satisfaction
Quality (SQ) (TSAT)
Fvaluaﬁon of Price (P)

Source: Parasuraman, Berry and Zeithaml 1994: 121

Figure 1 portrays the transaction specific conceptualisation model. The model posits a
customer’ overall satisfaction with a transaction or organisation’s service to be a function
of his or her assessment of service quality, product quality and price elasticity issue. This
model is consistent with the “quality leads to satisfaction” school of thought that
satisfaction researchers often refer to (e.g., Reidenbach & Smallwood, 1990; Woodside,
Frey & Dally, 1989). From the model, it can be seen that the two separate quality
evaluation antecedents (i.e., evaluation of service quality and evaluation of product
quality) capture the fact that virtually all market offerings possess a mix of service and
product features and fall along a continuum anchored by “tangible dominant” at one end

and “intangible dominant” on the other hand. Therefore, in assessing the use of a
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particular bank’s services, for example, customers are likely to consider service features
(e. g. empathy and knowledge of contact employees) and product features (e. g. price for

doing different transactions or opening accounts).

Supporting the use of service features by customers in assessing service quality before
satisfaction Bolton and Dew (1991) argued that service features are part of overall service
provision and therefore certainly play a key role in the assessment of service quality and
subsequent satisfaction. However, from a relationship-marketing point of view, it is often
argued that features per se are not enough. More attention should be focused on the
integration of the quality of the features, marketing of the quality and customer service
(Christopher, Payne & Ballantyne, 1991).

Recent studies by Anderson and Sullivan (1993) have modeled service quality as an
antecedent of customer satisfaction. Nevertheless, there seems to be a lack of consensus
in the literature and among researchers about the causal link between the two constructs.
Specifically, the view held by many researchers is that service quality leads to customer
satisfaction. Adding to the complexity of this issue, practitioners and popular press often
use the terms “service quality” and “customer satisfaction” interchangeably. The present

study views customer satisfaction as a result of service quality.

2.4.2 Service satisfaction and customer loyalty

The role of service quality in customer loyalty and retention has been investigated and
takes various forms. Bitner (1990) showed that customer satisfaction influences both
loyalty and repurchase intentions for a range of consumer products. In the service sectors,
.. might be argued that satisfaction with a service encounter affects assessment of service

quality and subsequent loyalty and probably switching behaviours.
Parasuraman, Berry and Zeithaml (1996) investigated the impact of service quality on

particular behaviours that signal whether customers remain loyal of defect from an

organisation. Results showed that customers’ behavioural intentions are influenced by
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service quality. The study also confirmed that certain behaviours signal that customers are
forging bonds with an organisation. For example, when customers praise the firm, express
preference for the organisation over others, increase volume of purchase or use of services
and pay price premium, they §vill be indicating behaviourally that they are bonding with the

organisation.

Research offers further evidence to support the above assertions. Cronin and Taylor
(1992) showed that customer satisfaction and, or service quality perceptions positively
affect intentions to behave in particular ways. They pointed out that one aspect of the
service quality provision that can influence behavioural intentions (loyalty or lack of it),
involves the problem experience of customers. When customers encounter service
problems, their behavioural intentions are affected adversely. Parasuraman, Berry and
Zeithaml (1990) concur when they suggest that customers who experience no recent
problems with an organisation have significantly better serve quality perceptions than
customers who experience a recent service problem that was not satisfactorily resolved. In
the banking sector, unresolved problems usually culminate in switching behaviours by
customers. However, this might only apply if the problem has not been resolved for a long
period of time. On the other hand, the impact of problem resolution (service quality
improvement) on customer retention is less clear. One anecdotal view suggests that
superior problem resolution forges stronger bonds between customers and the
organisation. This results in the disgruntled customers for whom effort is given to gain

them back, becoming the most loyal customers (Lovelock, 1984).

Evidence given by Tax, Brown and Chandrashekaran (1998) in their study to investigate
customer evaluations of service complaints revealed that one variable frequently affecting
customer and employee loyalty or commitment, is satisfaction. According to them,
satisfaction reinforces the customer’s decision to participate in the service process. The
assumption here is that continued participation in a relationship by customers (behavioural
indicator) is a function of being satisfied with the quality of service provided. However,
with time, such participation will eventually result in strong loyalty or commitment.
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In investigating the relationship between service satisfaction and loyalty behaviours,
Reichheld and Sasser (199 found that high quality products and associated services
designed to meet customer needs, create high levels of customer satisfaction. The high
level of customer satisfaction will lead to increased customer loyalty. Results also showed
that it is totally satisfied customers who are more likely to repurchase or use services than
dissatisfied customers. The implications in a service sector, like banking, are numerous.
For example, in today’s turbulent and competitive business environments, most managers
should be concerned if the majority of their customers fall in the satisfied category. Such
customers have reasons for not being totally satisfied. Some elements of their experience
with the organisation might not be acceptable and that shortfall in performance is sufficient
enough for them to consider alternatives. Similarly, it is not suffice for managers to just
measure customers’ outward loyalty. They should understand what portion of customers’
seeming loyalty is true loyalty based on the organisation’s delivery of superior value and
what portion is artificial. In terms of both satisfaction and loyalty in the banking sector,
merely satisfying customers who have the freedom to make choices is not enough to keep

them loyal. The only true loyal customers are those that are totally satisfied.

According to Anderson, Fornell and Lehmann (1994) a key antecedent to both continued
patronage and organisational profitability is satisfaction with services provision. They
argued that satisfied customers exhibit reduced price elasticities and greater competitive
resistance. With satisfied customers organisations experience or enjoy reduced failure
costs and an enhanced reputation. Thus, satisfaction can be regarded as an antecedent of
post purchase attitude, and repeat patronage, purchase intentions as well as other

behavioural intentions (Parasuraman et al., 1996).

The different explanations emerging from service delivery researchers reflect the
complexity of the relationship among the three constructs of service quality, satisfaction,
and loyalty. However, there seem to be a consensus among the majority of these
researchers that service quality precedes both satisfaction and behaviour intentions (an

indication of loyalty), and that loyalty is also a function of service satisfaction.
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2.5 Management of customer — contact employees

2.5.1 Preamble

In many cases customer contact employees are the first and only representation of an
organisation upon which customers often base their impressions of the organisation.
Contact employees in service organisations are regarded as pivotal in forming customers’
levels of perceived service quality (Parasuraman et al., 1985). Many researchers have
alluded to the above statement. For example, Jones and Sasser, Jr (1995) pointed out that
employees who have direct contact with customers provide a superb means of listening to
customers. To take full advantage of the contact employees’ interaction with customers,
organisations must train them to listen effectively and to make first attempts that amend
when customers have bad experiences. Marshall (1995) argued that service organisations
that excel, realise that people who make contact with customers are the ones who
ultimately create value. They are the ones who determine the kinds of experiences that the
organisation creates for its customers. From a customer’s perspective Weiser (1995)
reiterated other researchers’ views by stating that the quality and value of services or
products are determined to a greater extent by the people delivering the service. Contact
employees therefore need to be designed together with their service attitude to meet the

needs an preferences of customers.

Bowen and Schneider (1985) also pointed out that because of the service encounter,
service organisations must find ways of effectively manage their contact employees and
ensure that their attitudes and behaviours are conducive to the delivery of quality service.
Similarly, Zepiel (1990) showed that the use of a service is a process that relies upon the
service provider and his or her interaction with customers. As a result, customers’
perceptions of contact employees will reflect the employees’ perceptions of the

organisation.
Services are intangible. In many cases the only tangible evidence available to compare

quality and performance in a service transaction is through the contact employee with

whom customers come into contact with (Mohr & Bitner, 1995). Since contact employees
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contribute to service excellence by delivering on the promise of the organisation,
customers’ perceptions of the service in terms of its delivery is important in forming
perception of the service outcome and satisfaction. Gronroos (1990) share the same
sentiucnts by arguing that, because service is in the delivery, it is the interaction between
the service deliverer (contact employee) and the customer that determines service quality
for the customer. It is thus justifiable to argue that in service industries the contact persons
influence the customers’ perceptions of the organisation. The service deliverer is the main
cue for customers regarding the service being sold. The present study regards employee

service quality as one of the constructs that influence satisfaction.

From the preceding findings it can be concluded that, service personnel appear to be key
to service delivery and other related encounters. Because of such importance, the
customers’ ultimate satisfaction or dissatisfaction is likely to be couched in terms of how
employees handle service delivery issues. However, contact employees’ handling of the
service delivery process is contingent upon how they are managed. It has been established
that, delivering long term and consistent value in a service business begins and ends with

how contact employees are trained, nurtured, and led ( Marshall, 1995).

2.5.2 Management commitment to service quality (MCSQ)

The management of contact employees in service organisations influences their attitudes
and behaviours in the service delivery process. The management of contact employees is
thus essential to the success of service industries. However, the management of customer
contact employees depends on the commitment of management to service quality.
According to Ahmed and Parasuraman (1994), management commitment to service
quality (MCSQ) encompasses the deliberate conscious choice of quality initiatives as
operational and strategic options for the organisation. It entails engaging in activities such
as providing visible quality leadership and resources for the adoption and implementation
of quality initiatives. Management commitment to service quality involves: (1) Strong
personal commitment to quality improvement and (2) a visible and active involvement in

the quality improvement processes. In tandem with the above assertions, Ferrell and
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Hartline (1996) showed that managers must be committed to improving service quality
bef e engaging in activities that have the potential to improve service quality. Similarly,
previous research has documented that management commitment to service quality is the

most important determinant of exceptional service quality (Gronroos, 1993).

From the above findings it is possible to assume that management commitment to service
quality is important because it helps align the organisation towards a common goal of
superior service quality. In other words, management commitment to service quality will
become management’s vision for the organisation. This vision, when developed and
communicated to employees, is likely to be noticed and modeled by the employees. This

results in increased employee satisfaction with service quality.

2.5.3 Organisational climate and culture

All the influences exerted on the contact employee by management because of their
presence in the organisation, with the exception of the job content and external influences,
are regarded as job context influences affecting the contact employee in the job context
environment (Gerber, Nel & van Dyk, 1998). Poster and Hackmand (1997:437) emphasise
the significance of these influences on contact employees’ behaviours by arguing that,
“...among the many influences on the work behaviour of individual employees in service
organisation settings, none is more important or more persuasive than the design of the
organisation itself - organisational design being the total arrangement of structural factors

that constitute the basic form and nature of the organisation."

The job context environment results in interpersonal job satisfaction as a result of
employee interaction with peers, supervisors, and clients. In service settings such as
financial institutions, such interpersonal satisfaction might refer to satisfaction experienced
by contact employees within the formal execution of their tasks. However, within the job
context environment, certain elements have either negative or positive effects on the

individual employee’s nctioning and their inclination to perform as important within the
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job environment. Such elements are the organisational culture, organisational climate,
leadership styles, and certain working conditions.

Organisational climate is regarded as an all-encompassing concept that is a result of all
elements contained in the job context environment. The climate within a specific
organisation may be a result of the management style (Gerber et al., 1998). Govender
(1998) referred to organisational climate as an organisation’s overall “climate for service”,
the atmospheric or feel of the setting which shapes employees’ and customers’ attitudes
about the process and outcome of service delivering. In service sectors, climate would
refer to organisational dynamics that have an impact on employees’ performance as well as
the people the organisation serve. On the other hand, Sanderlands (1994) argued that
organisational climate deals with organisational characteristics, which are perceived by
individuals. It entails anything in the organisation which members interpret or attach
meaning to in their attempt to make sense of the organisational environment.
Organisational characteristics include direct management practices and procedures that
communicate quality service as a top priority within the organisational setting.
Management practices have direct effect on contact employees’ performance. Thus, to
ensure that service encounters are successful, service organisation managers need to

devise strategies to improve employee behaviours.

2.5.4 Organisational socialisation and organisational climate

Senge (1990) posits that it is through organisational socialisation that employees become
aware of the philosophy and corporate culture of their organisation. Socialisation focuses
on how individuals learn the beliefs, values, orientations, and behaviour skills necessary to
fulfill their roles and function effectively within an organisation’s milieu. The process
includes inter - alia, formal and informal programmes. During the formal socialisation
employees are separated from others while they learn about the organisation and tasks.
During informal socialisation (new) employees interact with more experienced employees,

become integrated into their workgroups, and learn the job.
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Since service organisation employees have face to face with customers, their work may
result in increased stress and strain as they try to meet conflicting demands from both
management and customers. According to Bitner, Booms and Tetreault (1990), because
the service-providing environment presents significant friction (which causes stress)
between the employee and organisational goals, effective management of this friction by
managers is important. The idea is to change stressful service encounters to ones that
create high employee satisfaction and help build a long lasting relationship. In a study to
investigate employee behaviour in service environment, Babin and Boles (1998) found that
the service provider’s role stress affects job performance, job satisfaction, and influences

quitting intentions indirec .

Bowen and Schneider (1985) assert that management can potentially manage employee
stress by establishing a ¢ nate in which employees’ desires to give good service are made
easier and encouraged. Wood (1994) concur by arguing that, the climate for service
created in an organisation, including how service is delivered is critical for service units’
effectiveness. For example, when employees feel the climate for service is warm and
“friendly”, their perceptions of service quality are more positive and loyalty to the service
unit is enhanced. Martin (1990) echoed almost the same sentiments by stating that, unlike
the earth’s atmosphere, the atmosphere within a work environment can be controlled. It

can be made better or worse by the actions of its leaders.

In light of the aforementioned, and in line with the present study, it might be argued that
organisational climate influences contact employees’ satisfaction and loyalty towards a
service organisation. Brown (1995) posits that organisational climate is a relatively
enduring quality of an organisation that is experienced by employees and influences their
attitudes and behaviours.

2.5.5 Organisational socialisation and role perceptions

Service employees are susceptible to role conflict because they occupy positions at the

boundary between the customers and the organisations. They must try to satisfy the often-
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inconsistent demands of pe le in two independent organisations. Wagner and Hollenbeck
(1996) assert that socialisa n tactics adopted by management influence role orientations
that new comers ultimately adopt. When an individual employee has gained an appropriate
understanding of his or her role and the roles of other members’ of the role set, it is
possible to formulate accurate role perceptions. Schneider and Bowen (1995) propose that
in order for the service employees to learn their roles and be able to form accurate role

perceptions for the service encounter, they must be socialised into the organisation.

In many cases, the socialisation tactics chosen by managers of service organisations (both
formal and informal) result in role conflict and role ambiguity among service employees.
According to Govender (1998), role ambiguity among employees arises when their work
roles, that is, the scopes and responsibilities of their jobs and what others expect of them
are so poorly structured as to be uncertain and ill defined. Employees will not be sure
exactly what to do in executing job related activities. Role ambiguity prevents employees
from experiencing a sense of commitment. Lysonski (1982) ascertained that role ambiguity
has a negative influence on service quality perceptions among employees. Similarly, Babin
and Boles (1998) showed that service providers (contact employees) believe that rules,
regulations and policies enforced by management are often the primary reasons for their
failure to satisfy customers completely. As a result, any attempts by the employees to
adjust to customers’ wrath would create role ambiguity. The researchers further
established that role ambiguity affects job satisfaction, and reduces performance through
diminished effort and delays in taking action. In financial services, role ambiguity
diminishes contact employees’ ability to serve customers, and indirectly decreases both
customers’ and employees’ perceptions of service quality (Ferrell & Hartline, 1996). In
other words, role ambiguity affects service employees’ performance; this may spill over to

the perceptions of service quality on the part of customers.
Rowland and Ferries (1982) assert that the organisational climate can also be explained in

terms of the role theory. Incongruence between the service orientation of management and

the perceived orientation by employees may engender role conflict. Role conflict prohibits
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employees from experiencing a sense of accomplishment, because the employees are
unclear about what ought to be accomplished first. Govender (1998) hypothesised that in
many cases role conflict experienced by the service employee is positively associated with
the organisational climate for service as perceived by the employee.

In a study to examine human resource management strategies in managing service quality
Govender (2000) found that employees’ perceptions of informal socialisation was
positively correlated with the employees’ role ambiguity. More specifically, the more role
ambiguity the employee experiences, the lower the level of informal socialisation perceived
by the employee and vice-versa, However, the study established that perceptions of role
ambiguity among the service employees do not exert influence on overall service quality as
perceived by the customers. Hartline and Ferrell (1996) echoed the findings and reported
that informal socialisation has a strong negative relationship with the employee role
conflict and role ambiguity. In the banking sector, the association may not be negative as

service employees undergo formal socialisation process when they join the organisation.

It is apparent from the aforementioned studies that management tactics in orienting
employees to customer service have an impact on their role perceptions. It has also
emerged that employee service quality is important in determining overall service quality.
Service quality organisations should therefore improve overall service quality perceptions
of employees by improving or managing the employee service delivery process. The
realisation that informal socialisation as a tactic strongly influencing employees’
perceptions of the organisational raises questions especially in financial institutions where
new and old employees are always subjected to formal socialisation processes. However,
despite such limitations in the findings, service organisations could influence the service
employees’ and customers’ perceptions of the overall service quality by developing healthy

informal socialisation policies and “warm” organisational climates.
2.5.6 Organisational socialisation and organisational culture

Organisational culture, that is the behaviour patterns and standards that bind the

organisation together; the sum of behaviour patterns built up over many years; how things
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are done in an organisation, the typical habits, and prevailing attitudes, has been
documented as influencing employees’ attitudes, turmnover and the likelihood that
employees would recommend the organisation to friends, family, and customers (Rucci et
al., 1998; White, 1991). Although statistical evidence seems to be lacking, it is at present
widely acknowledged that organisational culture has the potential of having a significant
effect on organisational performance. Organisations that are characterized by a strong set
of core managerial values th: define the ways in which they conduct their businesses, how

they treat employees, customers, and suppliers, are regarded as having sound cultures.

In the service sector, several organisational culture dimensions have been identified as
influencing employee satisfaction. For example, person orientation - organisational life
being principally guided by considerations of what could best satisfy the members’ needs;
and customer orientation - the extent to which the organisation takes the views of
customers seriously and actively responds to such views (White (1991). An adoption of
such dimensions results in employees’ satisfaction and the development of attitudes
(positive or negative) towards their jobs and the organisation as a whole. Such attitudes
will in turn have a greater effect on employees’ loyalty and behaviours towards the

customers.

Organisational culture is usually depicted in the quality of management adopted by the
organisation. The quality of management is regarded as a result of the adoption of certain
leadership styles. In the service settings, it is the adoption of strategies to improve service
quality. As Bowen and Cumming (1990:17) put it, “... service excellence springs from
leadership and organisational culture, characteristics which cannot be purchased from a
store.” It might therefore be argued that service quality perceptions among employees are

a function of organisational socialisation as reflected in the organisational culture.
Service organisations can adopt different control mechanisms as part of creating particular

organisational culture. The adoptions are done in an attempt to introduce and implement

customer oriented str egies. According to Hartline, Matham and McKee (2000) the
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marketing control theory helps to clarify how management - initiated and employee -
initiated control mechanisr can be employed effectively to inspire contact employees to
perform in accordance wi a customer-oriented strategy. Marketing control refers to
management’s attempts to fluence the behaviuor and activities of marketing personnel to
achieve desired outcome. arketing control therefore, affects individual actions first and
then affects their attitudes. In the present study, marketing control can be viewed as part
of organisational socialisation strategy, and plays a vital role in explaining how contact
employees are managed and encouraged to carry out customer-oriented marketing

strategy.

In tandem with the adoption of either management — initiated control or employee -
initiated control is the notion of workgroup socialisation. Theory (1988) described
workgroup socialisation as the process by which employees acquire the social knowledge
and organisational skills necessary to assume organisational roles. It also includes social
interaction among organisational members. Workgroup socialisation has important
implications for service organisations. Studies (e.g., Jones, 1986) have found that
workgroup socialisation increases the likelihood that employees will adopt the role
orientation behaviours prescribed by the organisation. Thus, sérvice organisations could
employ workgroup socialisation to teach contact employees the norms and behaviours that
are consistent with customer-oriented strategy. Customer contact employees who work in
an atmosphere of customer orientation are more likely to engage in and enforce the
professional or social controls that stem from organisational culture as reflected in
management’s adoption of workgroup socialisation. Mathew and Zajac (1990) concur
when they pointed out that when both management - oriented and employee — initiated
controls are aligned with the organisation’s customer oriented strategy, customer contact
employees are more likely to exhibit the sought after responses of service satisfaction,
loyalty, and shared values.
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2.5.7 Job satisfaction and service quality perceptions

It has been established that managers who are committed to service quality are more likely
to empower their employees and use behaviour - based evaluation techniques (Ferrell &
Hartline, 1996). In their study to examine attitudinal and behavioural responses of
customer contact employees that can influence customers’ perceptions of service quality
they discovered that, to increase customers’ perceptions of service quality, managers must
increase employees’ self-efficacy, job satisfaction, and autonomy in the service delivery
process. Similarly, in a study to address service employee management Bowen and
Schneider (1985) recommended the involvement of employees in planning and organising
of service activities; the recognition that the work environment of service employees has
strong influence on h« ' employees and customers experience the service; and
understanding that the organisation’s overall human resource practices can ultimately
influence customers’ service experiences. The underlying premise here is that, if
managements treat their employees well, the employees will in turn treat the customers

well. Both groups will become satisfied during the service encounter.

Research has shown that contact employees are better able to satisfy customers when they
have some control over the service encounter (Bitner, 1990). As a result, customers will
get satisfied with the service encounter when they realise that employees possess the
ability, willingness and competency to solve their problems. Such employee control
contributes to overall job satisfaction, which in turn promotes employee satisfaction with
the overall organisational climate (Bitner ef al., 1990).

Bowen and Schneider (1985) put forward the notion of self - efficacy in line with the
ability and control of employees in the service encounter process. They argued that
employees’ self - efficacy, that is, the belief in one’s ability to execute a particular task, has
a positive relationship with employees’ performance. It is therefore reasonable to argue
that contact employees who possess self — efficacy beliefs are more likely to create
favourable service encounters than those who do not have strong self - efficacy beliefs.

However, the development of self - efficacy beliefs among employees is a function of
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management’s adoption of the customer - oriented strategy, which in turn depends on
management’s commitment to the customer - oriented strategy, and how the strategy is

communicated among the employees.

Other researchers (e.g.. | iro & Weitz, 1990) have posited that employees’ ability to
adjust their behaviours to the interpersonal demands of the service encounter shows their
adaptability to the service environment. Adaptability can be described as a continuum,
ranging from conformity to an established script in which employees approach each
customer the same way, > service personalisation, in which employees must adapt to
serve individual customers. Employee adaptability has been shown to be linked to job
satisfaction and employee performance. It has also been linked to customers’ perceptions
of the service encounter. Bitner ef al. (1990) concur when they suggest that customers
evaluate the service encounter more frequently, when employees are able to adapt to meet
the customers’ special needs and requests. Based on such findings, it is reasonable to
expect that contact emj )yees who experience job satisfaction are able to adapt their
behaviours during their interaction with customers. This enables the fulfillment of

customers’ requests and promotion of positive perceptions of the service quality.

2.5.8 Employee empowerment and service quality perceptions

As previously stated, anagement activities have the potential to affect employee
behaviours and respon s in ways that improve service quality. Such management-
initiated mechanisms influence the probability that employees will behave in ways that
support the organisation’s stated marketing objectives (Hartline & Ferrell, 1996).
Research has addressed the importance of such process control mechanisms and argued
that, to effectively manage boundary-spinning service employees, managers should
maintain flexible work climate; place greater emphasis on the organisation’s human
resource practices; reward employees for their contribution to customer satisfaction;
increase employee commitment to the service, and empower employees in serving
customers (Bowen & Schneider, 1985)
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Empowerment of contact emj )yees means giving them the discretion to make day-to-day
decisions about job related activities. Such discretions allow the managers to relinquish
control over many aspects of the service process. Allowing contact employees to use their
discretion in serving customers gives them a sense of control over the encounter process.
According to Bowen and .awler (1992), employees feel better about the whole
organisational service climate, feel better about their jobs, and more enthusiastic to serve
customers. The end results are quicker responses to customer needs and increased

satisfaction for both employees and customers.

Contrary to literature on empowering employees in service organisations, Conger and
Kanungo (1988) argued that the use of empowerment leads to both positive and negative
employee outcomes. They maintained that, although empowered employees gain
confidence in their abilities, they also experience increased frustration (conflict) in their
attempt to fulfill multiple roles at the organisation boundary. In addition to fulfilling
demands of their managers and customers, empowered employees take on added

responsibilities, resulting in decreased self efficacy, job satisfaction and adaptability.

Similarly, in a study to determine the corridors of influence in the dissemination of
customer orientation strategy to customer contact employee Hartline ef al. (2000) found
that empowerment has limited impact on cascading down the customer —oriented strategy,
unless the organisation takes the necessary steps to relax its structure. This is consistent
with Bowen and Lawler (1992), who argued that empowerment cannot be effective unless
the organisation reduces its reliance on standardised rules and procedures. They further
maintained that employee empowerment cannot even be effective in building commitment
without emphasis on b aviour criteria in employee evaluations. However, there is ample
evidence from previous researchers of a relationship between job commitment (which is
strongly related to employee perceived empowerment) and organisational commitment
(Mathew & Zajoc, 1990).
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2.6 Management of customers in service organisations

2.6.1 Organisational socialisation of customers

Govender’s (1998) study to determine the effects of two types of socialisation strategies
on customers’ perceptions of service quality ascertained that, by means of formal and
informal socialisation tactics, service managers can influence customers’ perceptions of the

overall service quality.

Empirical evidence supports the view that an organisational climate, which supports
service, has a positive impact on the customers’ perceptions of employee service quality
(Parasuraman ef al., 1990). They suggested a number of ways in which the service
performance gap could be closed, inter alia the provision of role clarity, informing
customers about what is expected of them, what goals, objectives, strategies, and
philosophy of the organisation are. These suggestions imply the need for organisational
socialisation of the service customer. Other researchers (e. g. Schneider & Bowen, 1995)
concur by pointing out that the service customer should be socialised into the
organisation. Furthermore, Kelly (1987) argued that on the basis of customer organisation
membership notion, the service customer is a member of the service organisation in the
sense that he or she provides resources to the service organisation. This suggests that the
socialisation of customers into the service organisation may have an impact upon their

retention and satisfaction with service quality.

Solomon, Surprenant and Czepiel (1985) pointed out that when customers and service
employees “read from a common script” (when both are appropriately socialised into the

organisation), the service encounter would be satisfying to both.

It can be concluded that, with controlled socialisation of service customers in service
organisations, customers become fully integrated in the provision of services and not serve
as “partial-employees”. On the other hand, since customers pass judgments on the

business at contact points, their socialisation should focus on the kind of behaviours
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expected of them at contact points. The process helps in exploring opportunities to create

favourable expressions of service quality by the same customers.

2.7 Customer satisfaction

2.7.1 Preamble

Except in few rare instances, complete customer satisfaction is regarded as the key to
securing customer loyalty and generating superior long - term financial performance
among service organisations (Jones & Sasser, Jr, 1995). In markets such as financial
institutions where competition is tense, customer satisfaction has taken a centre stage in
securing organisational viability. A completely satisfied customer believes that the
organisation excels in understanding and addressing his or her personal preferences,
values, needs, and problems. This results in his or her continued relationship or partnership

with the organisation.

2.7.2 Transaction —specific and cumulative theory of customer satisfaction

Literature suggests that overall customer satisfaction with service provision has two
conceptualisations: Transaction-specific and cumulative. From transaction- specific
perspective, customer satisfaction is viewed as a post — choice evaluative judgment of a
specific purchase or service (Hunt, 1977; Oliver, 1993). Cumulative customer satisfaction
is an overall satisfaction based on total purchase and consumption experience with the
goods or service (Fornell, 1992; Johnson & Fornell, 1991). Cumulative satisfaction is a
summing satisfaction with specific products and services of the organisation. It is also
satisfaction with various facets of the organisation, such as physical facilities. Thus, high
cumulative satisfaction 1dicates an increase in loyalty by an organisation’s current

customers.

Anderson, Fornell and Lehmann (1994) provide support for the above theoretical
explanation by concurring that customers require experience with a product or service to
determine how satisfied they are with it. Thus, customer satisfaction is not only dependent

on current experience, but also past experience as well as future or anticipated experience.
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Westbrook (1987) agreed that satisfaction with an organisation is a cumulative, attitude
like construct that is composed of satisfaction with specific components such as people
and products. In financial institutions, satisfaction might be regarded as an accumulation of
separate satisfaction evaluations with contact employees, the institution’s environment,
and the different kinds of services being offered. Crosby and Stephens (1987) found that
overall satisfaction with the life insurance has separate components of satisfaction with the
agent (service provider), the core service, and the organisation. Physical settings were also
found to influence customers’ ultimate satisfaction with the organisation. Because of the
intangibility of services, some customers may use the physical environment cues to assist
them to form global impressions. In the current investigation, the attitude of customers
towards the physical facilities of the bank are assumed to have an effect on their overall

satisfaction with the services offered by the same bank.

2.7.3 Expectancy-disconfirmation theory

The expectancy —disconfirmation theory of Oliver (1980) proposes that customers judge
satisfaction with a product or service by comparing previously held expectations with
perceived product or service performance. If performance is above (below) expectations
positive (negative) disconfirmation occurs and increases (decreases) in satisfaction are
expected. According to this theory customer satisfaction is a function of expectations and
disconfirmations. Predictive expectations are used as the standard of comparisons. More
importantly, Oliver (1997) suggests that two underlying forces drive this expectancy-
disconfirmation process: Assimilation and contrast effects.

Assimilation strategy ir lies a heavy reliance on expectations in arriving at satisfaction
judgments. Thus, customers assimilate performance towards previously held expectations.
Expectations are viewed as the anchor for future performance evaluations. They are also
believed to take an increased importance under conditions of high performance ambiguity.
Alternatively, contrast levels show themselves in satisfaction judgment. Customers are
likely to exaggerate the perceived levels of performance. Thus, levels that exceed

expectations are rated 1 ch higher than they really are. In effect, a customer is believed to
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magnify perceptions of pe >rmance in the direction of the discrepancy. Disconfirmation (a
proxy for contrast effects) is strongest under conditions of high salience when customers

are easily able to discern performance differences.

2.7.4 The comparison level theory

Thibaut and Kelly (1959) assert that the key determining the level of satisfaction with and
motivation to remain in a marketing relationship is the concept of comparison level. The
comparison level is the standard against which a customer evaluates the attractiveness of
the relationship or how satisfactory it is. The comparison level for alternatives tends to
move to the level of outcomes currently being attained. Thus, a customer who has
experienced declining outcomes with a previous provider and switches because of
dissatisfaction will enter a new relationship with a reduced comparison level. We therefore
expect this customer to ¢ »>w high levels of satisfaction relative to the other customer who
has experienced relatively little change in his or her comparison level. The current study
assumes that customers who switch to new banks will be more satisfied with their new

service provider because they switch with reduced comparison levels.

2.7.5 Determinants of customer satisfaction

Satisfaction of customers with the service delivery can be affected or determined by a
number of factors. Research suggests that such factors are the basic elements of the
product or service that customers expect all competitors to deliver. According to Jones
and Sasser, Jr (1995) the elements include: Basic support services such as customer
assistance; a recovery process for counteracting bad experiences and extraordinary
services that so excel in meeting customers’ personal preferences in appealing to their
values, or in solving -~ zir particular problems. This is typical of product or service
customisation. Therefore, the satisfaction or dissatisfaction levels of the majority of
organisation’s customers help determine which of these elements the organisation should

focus on delivering.
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Tetreault (1990) argued that factors that affect the evaluation of service satisfaction can be
grouped into three categories: Employee reponses to service delivery; employee responses
to customer needs and re ests; and unprompted and unsolicited actions by employees.
Similarly, Bettencourt and Gwinner (1996) discovered that satisfaction by customers with
services delivery is based on four domains: Memorable satisfying incidents; excellent
service recovery; customisation or flexibility, and spontaneous delight. Other interpersonal
encounter researchers (e.g., Tax et al., 1998) demonstrated how dissatisfaction among
customers is associated with service employees’ ability to customise service. Thus,
customers appreciate service providers’ abilities to adapt and adjust elements of the
service in real time during service delivery to meet their needs, and are dissatisfied when

employees cannot do so.

Research also highlights that successful recovery in the work of a service delivery failure
(spontaneous delight) is satisfying to customers. In a positive sense, spontaneous delight
occurs when an employee provides customers with an unexpectedly pleasing experience
(Oliver, Rust & Varki, 1997). Thus, creating customer satisfaction is affected by an
organisation creating or not creating an endless array of possibilities for delighting
customers in highly customised unique ways. For example, in financial institutions, given
an adequate knowledge of customer base, the organisation could send unsolicited,
personally relevant information to customers or provide rewards (e. g. discounts) that

would e highly valued by a particular group of customers.

Among financial institutions today are tremendous efforts to attract, satisfy, and retain
customers through self- service technologies (SSTs). Such efforts are adopted in line with
globalisation, which has reduced the world into, one small village where products and
services compete. However, financial institutions provide SSTs for a variety of reasons.
Questions regarding accounts, bill paying, and delivery tracking are some of the customer
services provided through SSTs. A fundamental reason for the adoption of SSTs by may
financial institutions is 1e ability of customers to do direct transaction without any direct

interaction with the organisation’s employees. The relative advantages of SSTs that
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customers perceive over ty :al interpersonal encounter are time saving, ease of use, and
access. Almost half of all tail banking transactions are now done without the direct
assistance of the bank teller (Lawrence & Karr, 1996).

In a study to establish the levels of satisfaction and dissatisfaction among customers as the
interact with SSTs, Meuter, Ostrom, Roundtree and Bitner, (2000) found that customers
are satisfied with SSTs because of their ability to bail them out of immediate or troubling
situations. SSTs are ide y suited to handle many such situations because of their
pervasive nature and relatively easy accessibility. A readily accessible SST provides
valuable advantage over the competitor not offering SST alternatives. Results of the same
study also revealed that novelty of an SST and its ability to do what it is intended to do is
satisfying in itself. However, customers are dissatisfied when they are prevented form
using SSTs or when S¢ s fail. In such situations (especially in the financial sector),
customers are driven to switch service providers or return to interpersonal encounter. This

overloads employees and increase waiting time for the customers.

According to Folkes, Koletsky and Graham (1997), the use of SSTs to promote customer
satisfaction is only important when they are designed with customer needs in mind and
fully integrated into the sign of the overall service. Including customers in the design of
SSTs and the corresp ding service process reduces dissatisfaction. Implications for
managers are that they should understand the immediate needs of their customers in order

to design and position their SSTs relative to the competitor.

In their contribution to factors that drive customer satisfaction Rust and Zahorik (1993)
pointed out that, satisfaction with specific service attributes should be measured routinely
when investigating satisfaction and switching behaviour among customers. They argued
that the reason for such an approach is the multidimensional nature of service quality. The
multidimensional nature of service quality makes it imperative for some dimensions to be
viewed as more important than others in determining overall satisfaction and intentions to

switch or patronise. In support of this multidimensionality nature of services Parasuraman



et al. (1988) have showed that five dimensions are most relevant in determining
perceptions of overall service quality and overall satisfaction. These are: Tangibles,
reliability, responsiveness, assurance and empathy. Recent research (e.g., Rust & Zahorik,
1993) has also shown that other factors such as convenience and warmth are also
important in determining satisfaction. An underlying notion of all these factors is the
interaction with organisational representatives - which theory suggests may be the most
determinant factor of overall satisfaction and repeat patronage in many service

organisations.

2.8 Loyalty in service « ‘ganisations

2.8.1 Preamble

According to Steyn (2000), it is no longer sufficient for organisations to concentrate solely
on good price, high quality, and meeting deadlines to remain in business. Customer loyalty
has become a critical drive of businesses around the world. Thus, the notion of building
relationships and delivering quality service in order to promote loyalty has become popular
in the in the service sect , where it is often argued that customer attraction costs are
significantly higher than retention costs (Ennew & Binks, 1996).

Loyalty is regarded as a combination of both commitments to a relationship and overt
loyalty behaviours (Dick & Basu, 1994). Other researchers (e.g., Ennew & Binks, 1996)
see loyalty as an attitudinal construct. They argued that although attitude and behaviour
are related, a positive attitude does not always result in continued patronage or loyalty. In
the context of service r tionships, this suggests that not all retained customers have a
positive attitude to their service provider, and that not all customers with a positive

attitude are retained.

As previously mentioned, service quality is seen as a key antecedent to successful
customer relationships. Therefore, offering a superior service, which the competitor
cannot match, provides customers with a reason for selecting and remaining with a

particular service provider. Conversely, a service offer that is inferior or distinct may lead
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to increased kelihood of defection by the customers. Service quality can, in principle,

provide the basis for enhanced loyalty and improved business performance.

2.8.2 Theories of customer loyalty

2.8.2.1 The comparison level theory

The comparison level theory of Thibaut and Kelly (1959) asserts that the comparison level
for alternatives is the standard a person uses in deciding whether to remain in a
relationship or not. It can be informally defined as “the lowest level of outcomes a person
will accept in light of available opportunities”. With regards to loyalty, as soon as current
perceived outcomes drop below comparison level for alternatives, a person is motivated to
leave the relationship. On the other hand, the greater the distance between the comparison
for alternatives and the actual outcomes, the closer the person comes to maximizing the
reward - cost - trade off in the relationship, therefore the greater is the dependence and

commitment on the part of the customer to continue the relationship.

When a customer’s level for comparison exceeds actual outcomes as well as the
comparison level for alternatives, the customer becomes relatively dissatisfied (Dick and
Basu, 1994). Likewise, as perceived outcomes fall below a person’s comparison levels for
alternatives, that person is motivated to leave. The comparison level would have failed to
represent the next best set of outcomes that could be attained (Thibaut & Kelly, 1959).

In service organisations, customers who switch for other reasons or customers who do not
switch at all will be experiencing relatively small shifts in their comparison levels for
alternatives. This is largely because perceived actual outcomes with their current service
provider change little and their consideration set for available alternatives remains
relatively unchanged. Similarly, customers who switch service providers for other reasons
other than dissatisfaction are less likely to hold negative feelings towards their previous
service provider. Many of these customers are likely to remember their previous service

provider in a more positive light. They usually factor their previous experiences into
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current expectations, emotions, and behaviours. These psychological constructs have been

conceptualised to be antece nts of customer loyalty (Dick & Basu, 1994).

2.8.2.2 Memory and heuristic theory of loyalty

Research in memory and recall bias (Folkes, 1994) and heuristic processing (Tvesky &
Kahnemann, 1974) suggest that loyalty can best be understood through emotionally
charged and atypical experiences. Past experiences that are distinctive and easily
distinguished from others are likely to be sampled more readily by customers when they
recall service experiences and establish loyalty perceptions. Even when customers have
difficulties in recalling specific events, heuristic processing that relies on recalling past
service exemplars is often employed. The current study assumes that dissatisfaction with

the services of the bank is more emotionally taxing than satisfaction with the services.

In contrast, primacy recency bias (Crano, 1977) suggests that the most recent switching
event plays an influential role in establishing the comparison standards for the current
service experience or evaluations. Essentially, recency bias suggests that people are more
likely to recall more recent events than distant ones. Recency bias in service organisations
therefore suggests that the more recent switching experience is likely to be given more

weight in developing loyalty towards the current organisation.

2.8.3 True and active yalty

Customers in any organisation can be genuinely loyal - having a positive attitude towards
the organisation, or partially loyal - having a negative attitude towards the organisation.
Partial loyalty defines a situation in which loyalty exists as a result of situational factors,
which do not reflect 1 : relative attitude of the customer or employee. The situational
factors may be switchi | costs, locational constraints on choice, habit or inertia. Similarly,
Jones and Sasser, Jr 995) pointed out that partial loyalty is generated by factors like
government regulations, high switching costs, proprietary technology that limit
alternatives, and strong loyalty promotion programmes. These situational factors may well

represent valid and rational reasons for repeat patronage. However, they do not
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necessarily result in customers being favourably disposed towards the organisation (Dick
& Basu, 1994). Organisa ns with such customers should therefore provide outstanding
v. 1e. This can be achieved through proper knowledge of the customer base, which is,

defining targets properly, d delivering service that completely meets the markets’ needs.

The true value of the partially loyal customers is less certain because of their greater
[ O>pensity to change, sh 1d situational factors become more favorable to switching.
Indeed, from and attitudinal perspective, the partially loyal customers may have more in
common with the non - yal customers. However, the partially loyal customers are an
interesting and important group. They are the customers at most risk — most likely to

fect - but can be observed and contacted because they maintain a relationship with the
organisation (Clarke & Payne, 1993). Through that relationship it may be possible to
convert them from being partially loyal to being wholly loyal.

2.8.4 Active and passive yalty

Researchers like Garnesh ef al. (2000) have distinguished between active and passive
loyalty behaviours. Active loyalty behaviour is defined as customers’ proactive behavioural
intentions that require d« berate or conscious effort to undertake. The initiation of such
behaviours does not re iire changes in service relationship or service environment.
However, these behavic ‘s may exceed mere repeat patronage to include, positive word
of mouth and expansion of service usage. Passive loyalty behaviour on the other hand,
entails the elasticity of a customer’s behaviour or behavioural intentions to significant
changes in the service r itionship or service environment. Thus, price insensitivity and

self-stated retention are regarded as constituting passive loyalty.

Westbrook (1987) argued that customers are likely to engage in active loyalty behaviour
when they have signi ant emotional experiences or increases in satisfaction. Thus,
customers who switch > other providers because of dissatisfaction are more likely to
experience continuous elevated levels of dissonance because their prior negative

experiences remain int  set of knowable potential outcomes that they perceive as having



a non zero probability of occurrence (Oliver, 1997). In such cases of expecting high levels
of dissonance, higher levels of dissonance reducing activity are prevalent. They may

include active loyalty beh iours such as positive word of mouth about the organisation.

The notion of dissonance eduction to show active loyalty is closely related to the idea of
risk aversion (Morgan & Hunt, 1994). Risk aversion is a general exploratory tendency that
is relevant to understatir customers’ propensity to switch or remain in a relationship for
intrinsic reasons. Customers who are risk averse are less likely to take risks or be
adventurous. This is su; orted by Raju (1980) who pointed out that, being loyal to a
brand product is a strategy customers use to control the risk inherent in certain buying
situations. In financial services, it might be assumed that customers high in risk aversion
are more likely to show active loyalty behaviours towards the current service provider
compared to those who are less risk. In the current study, “stayers” are the ones assumed
to be having high-risk aversion and more loyal than dissatisfied switchers and satisfied

switchers.

2.8.5 Determinants of loyalty in service organisations

Organisations that build customer loyalty do so by ensuring that their employees are
satisfied. Satisfied emp/ /ees are more likely to provide responses necessary to delight
customers. Satisfied employees are more likely to stay with the organisation and the
business benefits from more informed, motivated and experienced workforce (Steyn,

2000). The bottom line is that employee loyalty is a significant driver of customer loyalty.

Creating and maintaining employee loyalty in organisations is affected by a number of
factors. According to Singh (2000) management’s commitment has a direct effect on
turnover and act as a 1 diator on performance. Brown and Peterson (1993) shared the
same sentiments when they pointed out that, management commitment has a dominant
positive or negative it act on employee turnover. Indeed, most of the influences of
attitudes (loyalty as an attitudinal construct) are mediated by the commitment of the

organisation to employee satisfaction.
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Performance productivity and quality also influence employee commitment. There is a
considerable evidence to suggest that performance is positively associated with job
attitudes, particularly in non-sales contexts such as banks (Brown & Peterson, 1993).
Therefore, high levels of performance among employees engender the belief that the
organisation is a source of future success opportunities. This facilitates increased

commitment to the organisation.

As previously stated, evidence from Hartline er al. (2000) shows that service
organisations can disseminate their customer-oriented strategy using specific management
— control mechanisms such as workgroup socialisation. They further argued that
workgroup socialisation s a positive effect on employees’ commitment, and commitment

has the most prominent effect on employees’ shared values.

Workgroup socialisation elevates the employee - organisation relationship to a social
exchange. Social exchange is based on a sense of common purpose. As Morrison (1996)
notes, organisation - organised programs that enable employees to learn about the
organisation and its members implicitly communicate to employees ‘that the organisation
is committed to building a sound exchange relationship’. Such organization - organised
socialisation programs offer employees an opportunity to form stronger interpersonal

attachments.

Interpersonal attachme ; have been shown to lead to heightened commitment to the
organisation by the employees (Yoon, Baker & Ko, 1994). This is consistent with the
argument that, the indoctrination elements of the socialisation process - officially
presenting the organisational goals and values to the employees - can increase employees’
identification with those goals and values, hence an increase in loyalty. It is therefore
reasonable to posit that workgroup socialisation increases employee commitment. Allen
and Meyer (1990) supported this notion of workgroup socialisation and employee

commitment when they argued that, workgroup socialisation produces a custodial



orientation among employees, whereby they adopt organisationally derived norms,

customs, and values.

The alignment of custo: :r - oriented strategy with behaviour-based evaluation of
employees by manageme has a positive effect on employee commitment. Behaviour
based evaluations give employees control over their performance evaluations. Research
shows that there is a positive relationship between employee control over their job and
their commitment towards the organisation (Spector, 1986). By articulating procedures
and providing close supervision and feedback, behaviour based evaluation may therefore

clarify the employees’ role and contribute to their organisational commitment.

Many service organisations today consider investment in complaint handling as a means of
increasing customer loyalty. Tax ef al. (1998) pointed out that satisfaction with complaint
handling has a direct impact on trust, commitment and the development of loyalty among
customers. Many complaints by customers ensue because they lack avenues to complain
when a problem arises. It is thus critical for service organisations to provide an array of
avenues (both interpersonally and technologically) that can be used by customers easily
and quickly to lodge complaints or suggestions. Such a provision affects the future
behaviour of customers. When customers view or perceive operational problems of the
organisation as permanent, they are most unlikely to recommend the organisation and use
its services again in future. Organisational design failures may therefore be particularly
important for service organisations to avoid because of their serious consequences on

customer loyalty.

A study by Booms and Tetreault (1990) showed that customers are likely to show loyalty
behaviours towards an organisation in situations where initial service failures were
followed by effective recoveries, such as being provided with an explanation as to why the

service was unavailable.
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2.8.6 The value of custor r loyalty in service organisations

Creating and maintaining customer loyalty has become a strategic mandate in today’s
service markets. Research has shown that customer loyalty brings a lot of value to the
organisation. Steyn (200( argues that customer loyalty improves profitability. In a study
to investigate the relatior ip between customer loyalty and organisational profitability it
was discovered that cusi ner centric organisations were typically 60% more profitable

than non-customer centric organisations.

Customer loyalty also improves growth. Given the profitability of customer centric
organisations and the relatively high cost of acquiring new customers, growth can be
attributed to new customers added to a loyal customer base. Loyal customers help fuel
growth in either ways too. They often become “apostles”, willing to recommend a product
or service to others. When an organisation tracks pervious purchases, customer needs are
also easier to predict and therefore satisfy. O’Brien and Jones (1995) pointed out that
loyal customers most directly affect profit by ensuring a steady stream of future
customers. Because of the current and future value, loyal customers are logically at the

heart of an organisation’s most valuable customer group.

2.9 Demographic influences on service satisfaction and loyalty

2.9.1 Preamble

Traditional marketing wisdom (the marketing concept) holds that knowledge of the
consumer needs is central to the eventual survival of the organisation. More specifically,
the needs and perceptions of consumers are of particular concern to the marketing
manager who can use s information to structure effective market segmentation. The
segmentation strategy will in turn influence the targeting strategy, the positioning strategy,
and eventually the entire marketing strategy (Boshoff & Nel, 1992).

The heterogeneity of customers in many organisations may be a problem, but nowadays it
is seen as an opportunity by consumer - oriented organisations. They see the

heterogeneous of their customers as a way of fine - tuning their products and services for



specific market segments (Frank, Massy & Wind, 1992). Markets can be segmented on the
basis of many variables. Various segmentation approaches can be noted. The first one can
be described as a general customer characteristic segmentation, which uses variables such
as socio-economic factors and personality traits. The second group comprises situation
specific variables such as consumption patterns and perceptions. Some of these
consumption patterns an perceptions include behaviour segmentation, usage, purchase
occasion, benefit sought, user status, and attitude towards products. Of these two
approaches, demographics are the most frequently used (Kotler, 1980).

2.9.2 Demographic variables and service quality perceptions

Research findings indicate the usefulness of demographic segmentation of customers.
Different researchers have reported different conclusions. Gilbert and Kahl (1982) found
social class to be useful in segmenting markets among professionals. They identified nine
variables that influence social class. These are: Occupation, income, wealth, personal
prestige, association, socialisation, power, class consciousness and mobility. Different
social classes were found not only to be having distinctive values, but also different
consumption patterns. Although the study was not done in a typical setting, it seems likely
that bank customers and employees are also influenced by different criteria to evaluate the

quality of service provided, depending on their social classes.

In a study to investigate black customers’ perceptions of service quality in the life
assurance industry in South Affica, Sandler, Brendixen and Elfassy (1995) found that for
the factor of occupatic and as far as credibility was concerned, managers felt that there
was a definite quality problem while customers indicated a certain level of satisfaction with
service quality for the same factor. Similarly, a sense of security was also found to
influence customers’ perceptions of service quality among English and Afrikaans. With
regards to location, it was found that customers in Cape Town and Natal were
significantly more satisfied than those in Johannesburg and Pretoria. Raw data from the

study also indicated that professionals and perhaps more educated customers were more
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satisfied than others. The reason was probably that these professional customers were

from higher income levels and perceived themselves to be financially secure.

Babin and Boles (1998) examined the attitudes and behaviours of men and women who
provide frontline services and addressed the extent to which relationships vary among
them. The results showed that role stress affects female providers’ job performance more
negatively than it does to males, and that satisfaction is related more highly to quitting
intent among males than females. Because both male and female customer-contact
employees are charged with implementing strategic marketing decisions at the exchange

point, they may respond differently to workplace events.

Research by Jick and Mitz (1985) indicated that female employees exhibit relatively high
psychological mental 'distress, whereas male employees report relatively high physical
distress. Other researchers showed that women report greater emotional exhaustion than
men, but male employees display higher levels of co- worker depersonalisation (Himle,
Jayaratne & Thyness, 1989). Hodson (1996) found that female industrial salespersons
reported lower self rated job performance than males. Females also reported greater
satisfaction with pay, promotional opportunities, and higher overall job satisfaction than
males. All these difference can be explained in terms of high levels of women’s family
responsibilities, which interfere with work responsibilities. However, personality
researchers (e.g., Pulkkein, 1996) explain the differences differently. He argued that
differences between males and females arise on the basis of male tendencies towards high
assertiveness, task mastery and individualism, and female tendencies towards concern for
people, devotion and acquiescence. Thus, personality research is generally in congruence
with men showing high levels of exploratory tendencies and women showing greater

passiveness.
Role stress and performance research explains the differences between males and females

in terms of submissiveness and compliance on the part of women. These two constructs

are said to create a tendency for women to behave more consistently with voiced

50



organisational policies and rules. This makes it difficult for women to establish positive

stress performance relationships (Jick & Mitz, 1985).

In many life instances women help as much or more than men. However, the moderator of
helping is risk. According to Ramaswami (1996) when the risk is present, men tend to help
to greater extent than wo :n. In service providing environments such as banks in which
both customers and managers are present, potential deviations from expectations are seen
as risky and create stress. Therefore, to the extent that the customer is seen as needing
help, and service provider performance is finally measured by relationships established

with customer, men may cope with stress more positive than women.

Studies investigating the use of self-service technologies (SSTs) focused on the
development of user profiles. The studies attempted to segment markets on the basis of
willingness to participate in the delivery of services (Greco & Fields, 1991). Results
showed that participants who showed willingness were younger, single and better
educated and had a lower income level. However, the studies made no distinction between
technology - based self-service scenarios and more labour intensive situations like in the
banks.

Evidence by Cadotte, Woodruff and Jenkins (1987) suggests that the tenure and period of
a customers’ experience with a particular organisation determines his or her perceptions of
satisfaction. Specifically, customers and employees who have stayed with the organisation
for a longer period of time are likely to develop different standards of comparisons than
customers who have stayed shorter periods. Doing business with an organization means
having experience wi it. Prior experiences thus influence service expectations. This
argument is supported by studies, which suggest that a positive relationship exists between
prior experience and current levels of expectations (Martin, 1990).

Bouilding (1993) investigated expectations in satisfaction with service quality and found

that, as tenure a customer have with a service provider increases, the expectation used as a
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basis of comparison tend to adjust to new service providers. Thus, customers’ current
perceptions of service qu ity just after a service contact are in part influenced by their
prior expectations of what will, and what should transpire during the contact. Through the
expectancy-disconfirmatic paradigm, it is expected that customers who switch services
adapt over time to the new levels of services provided by the switched to organisation.
Furthermore, Cadotte ef al., (1987) suggested that with the passage of time, customers
are more likely to employ similar types of expectations. However, the studies do not
specify how long it takes or this to happen. Implications for the current investigation are
however noticeable. As tenure with the bank increases, customers are likely to employ
common sets of expect lons. Such an assumption would help provide an answer to
questions like: “Is there a relationship between duration of stay with the current bank and

customers’ or employees’ perceptions of satisfaction with and loyalty towards the bank?”

In a study to investigate the influence of demographic variables on service quality
perceptions in the motor industry, Boshoff and Nel (1992) discovered that age and the
level of education exert a significant influence on perceptions of service quality. Young
customers and relatively well - qualified customers rated service quality lower than do
older customers and customers who were not qualified academically. Frank et al. (1992)
concur by pointing out that age is one of the oldest and acceptable bases for segmentation
of markets. They however, cautioned that the validity of demographics in influencing
service quality perceptions and subsequent segmentation of markets depends on the type
of products bought or services frequently utilised.

2.10 Conclusion
The review of related literature revealed the following conclusions:
¢ By understanding service quality, service organisations are in a position to improve
the process and outcomes of service provision.
e Knowledge of how customers can evaluate services from different perspective is a

panacea for ser e organisations to tailor make their products and services.
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The relationship that exists between service satisfaction and loyalty gives service
organisations the obligation to be “totally” committed to the service quality
through proper m agement of contact employees.

Organisational « 1iamics, infer alia organizational climate and employee
socialisation engender the formulation of policies for effective relationship
management by service organisations.

Customers and contact employees who experience job satisfaction through
empowerment ar several other specific attributes, for example, giving customers
the opportunity to participate in relationship management building, are able to be
loyal and commii d to the organisation.

Service organisai ns should always take inventories of their customer bases. This
helps in understanding the value of satisfied, dissatisfied, loyal and non- loyal
customers.

Certain individual characteristics of both customers and employees s viced by any
organisation should not be neglected as these have a strong bearing on attitude

formation towards the organisation.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the research design that was employed in this current investigation.
The chapter also describes the populations of the tellers and customers, the sample for
each as well as the sampling procedures. Data collection instruments employed in the
investigation, the administration of the instruments as well as their reliability and validity
are also described. The chapter ends by discussing the different statistical tests used to
analyse data for the study.

3.2 Research Design

The design used in the i estigation was a non-experimental independent groups design

(Kerlinger ,1965).

This design was appropriate for the following reasons:

e Two independent groups, that is, bank tellers and customers drawn from different
populations, were being compared.

e The nature of the research problem did not allow for the manipulation of any
independent variables.

e There was very little control of extraneous variables.

e Respondents from each group could be selected and assigned randomly.

e Respondents from each group could be exposed to the same stimuli (items in the

questionnaire) and differences between them by compared.

3.3 Method
The survey method was used to collect data from tellers and the three groups of

customers of the bank.
3.3.1 Rationale for the method

e It was consistent with that used in much of the other service encounter and complaint
research (Bitner ef al., 1990; Kelly, Hoffman & Dans, 1993).
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e The researcher was interested in collecting data from a large group of respondents
within a short period of me.

e The survey method was considered as convenient as it allows the expression of
opinions and past or pr ent behaviour without much bias (Newman. 1997).

e For the current study, ne survey method enabled the collection of data from tellers
and customers by prol g their opinions, perceptions, attitudes, beliefs and experience
with the bank.

e The survey method allowed data collected to be quantitatively analysed.

3.4 Respondents
Two independent groups, that is, bank tellers and customers, drawn from different

populations, were the respondents in this investigation.

3.4.1 Tellers

3.4.1.1 Population

The population of the bank’s tellers comprised all 122 bank tellers the bank had in its
employ, in its 20 branches in the country at the time of the investigation. The bank,
unfortunately, did not provide information on the distribution of all its tellers according to

demographic indices.

3.4.2 Customers

3.4.2.1 Population

The population of the customers comprised all the bank’s 140 000 customers from its 20
branches during at the time of the investigation. Information on the demographic
distribution of its customers across demographic indices was, unfortunately, not provided
by the bank.

3.5 Sample and samp g procedure
3.5.1 Tellers
3.5.1.1 Sample
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A sample of 100 bank tellers, who had contacts and served customers on a daily basis,
was used for the study. Fifty of the sample of tellers were males and fifty females,
respectively, The age range for males in the sample was 25 to 34 years, while that for
females was 18 to 24 years. Eighty-six were from urban areas and fourteen from rural
areas. Fifty (50%) had c ege education, forty-one had high school education, six had
university education, two had primary education and one had no formal education. Fifty-
six had O to S years work experience, twenty-nine had 6 to 11 years, thirteen had 12 to 17
years, while two had twenty-five years or more, respectively. Sixty-four held current
accounts, twenty-two held savings accounts, eleven held loan accounts, two held call
accounts while one held fixed deposit account, respectively. Seventy-one had been with
the bank for less than 5 years, nineteen had been with the bank for between 5 to 10 years,

seven for 11 to 15 years, while three had 16 years or more (see Appendix E).

3.5.1.2 Rationale for the sample

e To ensure representativity of the bank’s tellers, in the absence of information on the
demographic distribution of the population of tellers. The sample represented 82% of
the total number of tellers in the bank.

e To ensure representativity across the 20 branches of the bank.

e Cost considerations for the bank, and time spent on completing the questionnaire

implied time and consequently service foregone from the teller, and for the researcher

3.5.1.3 Sampling procedure

A proportionate prob ility sampling technique was used to select the tellers. In
accordance with the size of the branches of the bank, a specific number of tellers were
selected from each of its 20. Branch managers were asked to randomly select the required
number of tellers for their branch, on behalf of the researcher. Bigger branches, therefore,

had larger numbers of t« rs than smaller branches in the sample.
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3.5.1.4 Rationale for using random sampling

e To ensure representativity of all tellers and the branches, in the absence of information
on the demographic distribution.

e To provide very teller each with equal opportunity of being selected and represented
in the final sample

3.5.2 Customers

3.5.2.1 Sample

A sample of 300 of the bank’s customers was used. This sample represented 0,25% of the
bank’s population of customers. Of the 300 customers, 52 were stayers. Twenty-six of
them were males, and tw ty-six were females. Forty-six (88%) of the stayers were from
urban areas, while six (12%)were from rural areas. The age range for both males and
females was 25 to 34 years. Twenty-four (46%) had college education, twenty-one (40%)
had high school education, three (6%) had primary education, another three (6%) had
university education, wt : one (2%) had no formal education. Twenty one (40%) had
work experience of between 6 to 11 years, nineteen (37%) had 0 to 5 years, ten (19%)
had 12 to 17 years, while two (4%) had 25 years or more. Forty-six (88%) held savings
accounts, five (10%) held current accounts, and one (2%) held fixed deposit accounts.
Twenty eight (54%) of the stayers had been with the bank for less than 5 years, twenty
three (44%) had been with the bank for 5 to 10 years, while one (2%) for 11 to 15 years
(see Appendix F).

The number of satisfied switchers in the sample of customers was 118. Seventy (62%) of
them were males and 45 (38%) females. One hundred and eleven (94%) of the satisfied
switchers were from urban areas, while seven (65%) were from rural areas. The age range
for the males was 35 to 44 and 25 to 34 for the females. Sixty-three (53%) had college
education, thirty-three 28%) had high school education, eighteen (16%) had university
education, while four ( %) had primary education. Sixty eight (58%) had work experience
of between 0 to S ye s, thirty (25%) had work experience of between 6 to 11 years,
twelve (10%) had between 12 to 17 years, while eight (7%) had 25 years or more.
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Seventy-four (63%) of the satisfied switchers held savings accounts, forty-one (35%) held
current accounts, while three (2%) held fixed deposit accounts. Ninety nine (84%) of the
satisfied switchers had been with the bank for less than S years, nineteen (9%) had been
with the bank for between 5 to 10 years, seven (6%) for 11 to 15 years, while one (1%)

for 16 years or more (see Appendix G).

There were 130 dissatisfi . switchers in the sample of customers. Eighty (62%) of them
were males and fifty (38%) were females. One hundred and twenty one (93%) of them
were from urban areas, while nine (7%) were from rural areas. The age range for the
males was 35 to 44 years and 25 to 34 for the females. Seventy-six (58%) of the
dissatisfied switchers had college education, twenty-six (20%) had high school education,
another twenty-six had university education, while two (2%) had primary education. Sixty
seven (52%) had work xperience of between 0 to S years, forty (31%) had work
experience of between 6 to 11 years, seventeen (13%) had work experience of between 12
to 17 years, while six (4%) had between 18 to 24 years. Seventy-six (58%) held savings

counts with the bank, fifty-two (40%) held current accounts, while two (2%) held fixed

;posit accounts. One h dred and six (82%) of the dissatisfied switchers had been with
the bank for less than five years, seventeen (13%) had been with the bank for between 5 to
10 years, six (4%) for 11 to 15 years, while one (1%) for 16 years or more (see Appendix

H).

3.5.2.2 Rationale for the sample

e Selecting a numerically representative sample, of say 10%, from the large number of
customers would have resulted in a disproportionally large sample in comparison with
the numerically sma sample of bank tellers.

e Cost considerations for the bank’s customers and the researcher. The time spent by

bank customers me t encroaching on their personal and business time(s).
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3.5.2.3 Sampling procedure

Several alternatives were at the disposal of the researcher for the sampling of customers

and subsequent categorisation into the three sub-samples of stayers, satisfied switchers

dissatisfied switchers. The following two alternatives represent the most pragmatic of the

alternatives available to the researcher:

Alternative 1

The first alternative encompassed randomly distributing, among all the branches, as
many questionnaires as possible to the customers. The questionnaires from all the
branches would then be grouped together. Stratified sampling of customers into the
three groups would then be done, followed by random sampling from each group to

have the required number of customers for each group.

The problem with this method was that there was a possibility of finally having
samples of customers for each group that did not depict proper or equal representation
of the total number customers for each branch. In other words, there was a possibility

of having one group over-represented by customers from one or more branches.

Alternative 2

The second alternative involved doing an initial pre - survey at each branch to
determine the probability of obtaining enough representation of each group of
customers in the sample. This required the distribution of as many pre-survey
questionnaires as possible. A staff member from each branch was asked (through the

branch manager) to conveniently distribute the pre -survey questionnaires.

The results of this pre-determination survey showed that it was possible to obtain
enough representati  of each group of customers from each branch. Depending on
the size of the branch, the total number of customers needed per each branch was pre
— determined. Bigger branches had bigger number of customers than smaller branches.

A probability sampling technique (systematic sampling) was used to select the final
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samples for each group of customers from each branch. Respondents were assigned

numbers and odd numbers were used to select the sample for each group.

The second alternative was time consuming and costly. Furthermore, the possibility of
customers participatii in both the pre- survey and the final survey existed. However,
despite these limitations, the second alternative was considered more appropriate than
the first one, because the researcher was assured of proper or equal representation of
customers from each branch in the final selection of each group of customers and,

therefore, was eventu y implemented.

3.6 The instruments

The researcher used questionnaires to collect data from both the customers and the tellers.

Interviews were not considered because of time and cost for the respondents as well as for

the investigator. Similarly, a postal survey was not considered because of time

considerations and the anticipation that there could be subsequent possible lack of

response, which could have made generalisation of results invalid.

3.6.1 Rationale for using questionnaires

They allowed the collection of a large amount of data.

Since the study involved a comparison of perceptions between two groups, each
respondents from each group were given the same set of questions as everyone else,
phrased in exactly the same way.

It was also economical in terms of time and money.

The use of the questionnaires enabled the respondents to remain anonymous and be
honest in their respo es.

The use of questionnaire was based on the results of the pre — survey study, which
revealed that respondents (especially customers) seemed literate and were able to
complete the ques nnaire without any assistance. This reason is supported by
Entwistle and Nesbert (1972), who argue that questionnaire surveys are appropriate

where respondents understand the subtleties of the written word.



3.6.2 The pre-survey qu tionnaire

A pre-survey questionnaire was primarily used to determine the probability of obtaining
sufficient representation « the three groups of customers from each of the 20 branches of
the bank.

The questionnaire did r contain all the items included in the survey questionnaire. It
was secondarily used to determine whether respondents (especially customers) were
literate enough to respond to. It was secondarily used to determine whether respondents

(especially customers) wi : literate enough to respond to the items without any assistance.

3.6.2.1 Description of the questionnaire

The questionnaire was k it as short as possible to encourage participation, to restrict
costs and to facilitate an 'sis and interpretation. The questionnaire has two sections (see
Appendix A).

The first part of the questionnaire contains 7 items on demographic information, such as
age, gender, location, education level, work experience and other information type of
accounts held and duration of stay with the bank. The response categories for these items
were measured on a scale that ranged between 1 and 6, depending on the type and number

of responses for each item.

The second part of the estionnaire contains items 8, 9 and 10 that were designed and
used by Garnesh ef al. (2000). These items questions were used to categorise customers
into the three groups sed in the present investigation. The first question asked
respondents whether the ank was their major banker; the second question asked whether
their current bank was their first ever bank; and the last question (which was a
continuation from the second question) asked respondents to give a reason for switching
from their previous bank to the current bank, if they had indicated that the current bank
was not their first ever bank. The options for switching included: (1) overall dissatisfaction
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with the services of the previous bank or (2) reasons other than dissatisfaction (e.g. job
relocation, moving out of 1e bank’s service area, the previous bank closed down or was
bought by a different ban|  The response categories for items 8 and 9 were (1) “yes” and
(2 “no”, whereas the response categories for item 10 were (a) overall dissatisfaction with
the services of the previc . bank, (b) job relocation, (c) moved out of the bank’s service
area, (d) my previous bank closed down, (€) my previous bank was bought by a different
bank an (f) other.

3.6.2.2 Administration of the questionnaire

T :pre— survey questio1 aires were distributed randomly to customers at branches of the
b ik by a member of the bank’s branch (chosen by the branch manager) at each of the 20
branches. The distribution was done at a time when customers were queuing for service,
particularly when the queues were deep enough to allow customers enough time to
complete the questionnaires before getting to a tailor. Customers were asked to drop the
completed questionnaires in a box situated at the entrance of the bank as they left the
branch of the bank. This method was pragmatic and appropriate, as it achieved a high
response rate, unlike if customers were asked to take the questionnaires home and return

them later.

3.6.2.3 Scoring of the questionnaire
Customers who responded “yes” on items 8 and 9, that is, those for whom the bank was
their major supplier and first ever bank to open an account with, were categorised as
ayers (i.e., those who had never switched services). Customers who responded “no” to
item 9, (indicating that e bank was not their first ever bank to open an account with),
and who responded to item 10 by indicating that they were dissatisfied with the services of
their previous bank, were categorised as dissatisfied switchers. Those customers who
responded “no” to item 9, and responded to item 10 by giving any other reason other than
dissatisfaction with the services of their previous services, were categorised as satisfied

switchers.
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3.6.2.4 Validity and reliability of the questionnaire
The pre-survey questionnaire has a Cronbach alpha coefficient of a = 0.83 which is

satisfactory.

3.6.2.5 Results of the pre - survey

e Responses from the pre-survey indicated that there were sufficient customers for each
of the customer group in each branch. Such indications were used as justification for
getting sufficient distribution of the three groups of customers from each branch in the
final survey.

e Respondents (customers) could complete the research instrument without any

assistance.

3.6.3 The survey questionnaire
3.6.3.1 Description of the questionnaire

The questionnaire contains four sections (see Appendix B)

The first part of the questionnaire contains 6 items on the demographic information of
both the tellers and customers. It includes items on age, location, educational level, work
experience, type of accounts held, and duration of stay with the bank. It was important to
use such items, as the other objective of the study was to assess the influence of
demographic variables on perceptions of service quality and loyalty towards the bank. The

response categories for the items were the same as the pre-survey questionnaire.

The second part of the questionnaire (which did not apply to bank tellers) contains three
items (numbers 8, 9 and 10) that enabled the classification of customers into the three
groups (i.e. stayers, dissatisfied switchers and satisfied switchers) for the investigation.

The response categories for the items were the same as for the pre-survey questionnaire.

The third part of the questionnaire contains 21 items (numbers 11 to 31 measuring service

satisfaction. The items are based on a four point Likert scale with anchors of “strongly
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agree” (4), “agree” (3), “disagree”(2), “strongly disagree” (1): and, “excellent” (4),

“good” (3), “not very good” (2), “poor” (1). A four-point Likert scale was chosen over

the five-point scale because:

e It eliminates the development of response bias among the respondents.

e Likert scales are advantageous in that they can assess attitudes, beliefs, opinions, and
perceptions about given phenomena.

e Using a Likert scale makes the response items standard and comparable among the
respondents.

e Fixed responses from ikert scales are easy to analyse and can be coded directly from

the questionnaire.

The last part of the questionnaire contains seven items (numbers 32 to 38) developed by
Dick and Basu (1994). The items measure customers’ loyalty towards the services of an
organisation. The items particularly measure repeat patronage, self-stated retention, price
sensitivity, resistance to counterpersuassion and the likelihood of spreading positive word
of mouth. The items were measured on a four-point Likert scale that ranged from

“strongly disagree” to “strongly agree.”

A SERVQUAL (service quality) questionnaire developed by Parasuraman et al., (1988)

was adopted and used to collect data on service satisfaction from both tellers and

customers (see Appendix B). The SERVQUAL questionnaire contains 21 items for

measuring customer perceptions of service quality and satisfaction. Underlying the 21

items are five dimensions that are used by customers when evaluating service quality and

satisfaction. 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, individualised attention the organisation provides its customers.
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3.6.3.2 Rationale for using the questionnaire

The use of the SERVQUAL questionnaire was consistent with Kamfer, Venter &
Boshoff (1988) who argued and pointed out that research instruments whose validity
and reliability have been ascertained during previous researches are appropriate for
similar studies.

Researchers generally agree that the use of previously established instruments is an
acceptable vehicle of further establishing the reliability and validity of the instruments
(Brown & Gaulden, 1984).

The SERVQUAL questionnaire assesses customer perceptions of service quality,
regardless of the type of service.

A comparison of the results of the current investigation with those of previous

investigations, which used the same questionnaire, is possible.

3.6.3.3 Administration of the questionnaire

Branch managers randomly distributed the questionnaires, at the request of the researcher,

among the tellers. Tellers were particularly asked to complete the questionnaires during

their tea and/ or lunch breaks, so as not to disrupt the normal flow of business in the bank.

A staff member (chosen by each of the branch the managers) randomly distributed the

questionnaires among the customers. Care was taken to distribute the questionnaires

whilst the queues for customers were deep enough to allow the customers sufficient time

to complete the questionnaires before they were served.

3.6.3.3.1 Rationale for the administration

The administration method was based on the assumption that in many banks customers
spent time in the queue doing nothing profitable.

It was assumed th customers would be more attentive to the task of completing the
questionnaire and will provide more meaningful responses when they are

contextualised in the environment they are evaluating.
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e Being in the relevant e ronment, customers were more likely to focus on dimensions
of importance to them »>r evaluating the quality of service and their loyalty towards
the bank (Dabholkar, 1996).

e Lastly, the administr on method avoided problems associated with many similar
techniques that re .ire respondents to recall their banking experiences. Often these
techniques generate questionable results, as it is difficult to control for memory loss or
lack of experience. The possibility of the “halo effect” existed but was ruled out as the

questionnaire stressed e expression of opinions freely.

3.6.3.4 Validity and reli. ility if the questionnaire

3.6.3.4.1 Reliability of the SERVQUAL questionnaire

Reliability is concerned with consistency of measures, that is, the precision of
measurement scores, or how accurately such scores will be reproduced with repeated
measurement (Bless & Higson-Smith, 2000). It has to do with the extent to which
measures are free from random error, and yield constant results. The adoption of the
SERVQUAL questionnaire in the current investigation was based on the fact that its
reliability is already esta shed. In a study to test the reliability of the instrument under
different service settings (e.g., airlines, banks, insurance companies, retail pharmacies,
graduate business schools) Nel, Pitt and Berthon (1997) showed that the Cronbach alpha
for the questionnaire as a whole, that is the Service Quality Index (SQI), achieved the
commercially accepted cut off point of «c= 0.7. Nel et al. (1997:120) concluded that: “In
future, it is possible to develop ways of measuring service quality satisfaction even in other
languages, while maintaining the reliability of the questionnaire; it was likely that the
SERVQUAL questionnaire would be used increasingly to measure service quality
satisfaction in organisations both in South Africa and the rest of the world.” Such
conclusions anu .he fact that recent studies (e.g., Govender, 1999, 2000) have adopted
and used the instrument in similar settings as the current one, made it possible to regard

the instrument as a reliable marketing measure and suitable for adoption.



3.6.3.4.2 Content validity of the SERVQUAL questionnaire
Content validity provides ¢ indication of the representativeness of the content of the
measurement scale. It focuses on whether the scale items adequately cover the entire

domain of the construct(s) under study.

The content validity of the SERVQUAL questionnaire, and consequently the third part of
the questionnaire (items11 to 31) used in this investigation, has been documented in the
study done by Nel et al. (1997) under different service settings. The results of the study
showed that scores from t : instrument become more positive as the overall impressions

change from poor to excellent, thereby rendering it valid.

3.6.3.5 Reliability of the section of the questionnaire measuring loyalty

In their study to investigate differences in the customer base of different service providers
Garnesh et al., (2000) did a factor analysis of the seven items, numbers 32 to 38 of the
questionnaire used in this investigation, measuring loyalty of customers towards a bank.
Results showed that items had co-efficient alphas of oc= 0.77 and o= 0.72 for the two
factors that emerged, that is, passive and active loyalty behaviours.

3.7 Data Analysis

Since the research design was both descriptive and analytical, quantitative approaches
were used to test the hypotheses of the study. To empirically test the hypothesised
relationships the computer programme SPSS (Nie, Hull, Jenkins, Steinbrenner & Bent,
1975) was used. This programme was chosen because it provides different sets of
parametric and non-parametric statistical tests that are used to analyse data quantitatively.
The hypothesized relationships were analysed using the following statistical tests:
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3.7.1 T test for independent samples (pooled variances)

The t-test for independent samples (with pooled variances) was used to test hypotheses

that sought to establish the existence of relationships in perceptions of service satisfaction

and loyalty between customers and tellers. The t- test for pooled variances was chosen

because:

e Ttisregarded as a robust test.

e Itis relatively insensitive to violations of normality and homogeneity of variance. Thus,
with samples sizes equal to or greater than 30, as is the case in the present
investigation, this test may be used without appreciable error despite moderate

violations of the normality and or the homogeneity of variance assumptions.

3.7.2 One-way analysis of variance (One-way ANOVA)
One-way analysis of variance was used to make singular overall comparisons of the levels
of service satisfaction and loyalty between customers and tellers. It was preferred because:
e It avoids the problem of increased Type 1 error that occurs when assessing many t
values.

e It suited the current study since it is used in both independent groups and repeated
designs. .

e Like the t-test, the one-way analysis of variance is also minimally affected by violations
of population normality.

3.7.3 Multivariate test of significance (MANOVA)

This test was used to determine whether there were any differences in the demographic

influe es on perceptions of service satisfaction and loyalty between customers and tellers.

The test was chosen because:

e It permitted the observation of how a specified number of independent variables co -
vary with another specified number of dependent variables. Thus, it was possible to
analyse the differences between customers and tellers on the influence of demographic
variables after taking into account their differences in satisfaction and loyalty

perceptions (covariates).
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e It permitted the observ: >n of how a specified number of independent variables co -
vary with another specified number of dependent variables. Thus, it was possible to
analyse the differenc between customers and tellers on the influence of
demographic variables after taking into account their differences in satisfaction and
loyalty perceptions (covariates).

e [t is best suited in situations were respondents are not matched as in the current study.

e It represented an efficient means of using research time and effort, since in many
analysis of variance designs every observation provides information about each

variable, the influence or interaction of variables, and error.

3.8 Conclusion

The current investigation sed a non-experimental research design. Questionnaires were
used to collect data from both customers and tellers. Surveys were considered appropriate
since the investigation involved determining perceptions, attitudes, beliefs and opinions
of the respondents. Respondents of the study were selected using probability-sampling
technique, which ensured representation of each group, thereby rendering the results
valid. The use of an esta shed instrument with known reliability and validity provided a
true measure of the constructs under investigation. Quantitative data analysis techniques
used were regarded as a way of quantifying data since most of the hypotheses required

the establishment of differences between customers and tellers.

69



CHAPTER FOUR: RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the results and discussion of the investigation. The chapter presents
the results of the test of hypothesis 1, hypothesis 2, hypothesis 3, hypothesis 4, hypothesis
5 and hypothesis 6, respectively.

4.2 Hypothesis 1: Satisfaction with the service provision as perceived by tellers will
not significantly differ with service satisfaction as perceived by stayers and satisfied

switchers

4.2.1 Comparison of perceptions of service satisfaction between tellers and stayers
In order to examine whether there was a significant difference in perceptions of service
satisfaction between tellers and stayers, a t-test for pooled variances (independent

samples) was done. Table 1 shows the results of the comparison.

Table 1 reveals that the two groups differed significantly on four items measuring
reliability of the bank (item 16, (t = 3.66; p<0.05); 17, (t = 5.36; p<0.05); 19, (t = 3.35;
p<0.05) and 20, (t = 5.97; p<0.05). Significant differences were also noted on three items
measuring the responsiveness of the bank to customers (item 21, (t = 5.91; p<0.05); 22, (t
= 7.58; p<0.05) and 24, t=3.90). There were also significant differences on two items
measuring tangibles, that is, the physical facilities the bank uses to provide services to
customers (item 13, (t = 4.75; p<0.05) and 14, (t = 3.30; p<0.05). Perceptions on items
measuring assurance (item 27, (t = 6.37; p<0.05) and empathy (item 34, (t = 3.49;
p<0.05) were also significantly different between the two groups. Overall, tellers (mean =
33.20) showed that they are significantly more satisfied than stayers (30.28).

The above findings reject the hypothesis which stated that there would be no significant

differences in perceptions of service satisfaction between tellers and stayers The results

imply that as tellers perceive service satisfaction as good, for example, stayers
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Table 1: Comparison of perceptions of service satisfaction between tellers and stayers

Item Group mean Mean difference df |t-value
Tellers Stayers
(n=100) ( 52)

13 3.02 2.88 0.135 150 4.751*
14 3.03 2.81 0.222 150 3.302*
15 2.70 63 0.065 150 0.001

> 3.17 2.82 0.343 150 3.661*

7 2.80 2.63 0.165 150 5.364*
18 3.26 71 0.549 150 1.702
19 292 65 0.266 150 3.353*
20 2.99 2.79 0.201 0 5.974*
21 2.80 2.65 0.146 150 5.913*
22 3.06 2.75 0.310 150 7.578*
23 3.27 2.79 0.486 150 1.431
24 3.40 2.90 0.500 150 3.900*
25 3.34 2.717 0.571 150- 0.447
26 3.35 2.87 0.495 150 0.026
27 3.0 2.63 0.365 150 6.374*
28 [3.18 2.77 0.421 150 | 0.059
29 3.01 2.79 0.222 150 0.044
30 3.01 2.77 0.240 150 3.492%*
Totals | 33.20 30.28
*Significant at p=0.05 level

would perceive it asb  These results support previous research. For example, Govender
(1999) ascertained that there was a significant difference in perceptions of satisfaction

between customers regarded as totally satisfied (stayers) and contact employees.
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However, the results are consistent with Schneider and Bowen (1995) who found that the
organisational climate as perceived by contact employees was not associated with
customer’s perceptions of organisational service quality. The differences between the two
groups could be explained it terms of organisational dynamics such as cascading the
strategy for customer care throughout all the levels of the organisation. Indeed, Zepiel
(1990) pointed out that organisational dynamics such as empowering employees and
orienting them to customer - oriented strategies engenders a positive attitude on the

service deliverer.

Customers regarded as stayers are known to have a lot of experience are loyal to their
current service provider It might therefore be argued that, stayers’ perceptions of the
service provision at the t 1e of the study were a true reflection of the bank’s status quo in
terms of service delivery. However, as people who have had services from the bank for
quite a long time, the possibility of social desirability bias in their perceptions cannot be
ruled out. On the other hand, tellers’ perceptions could have had some biases also. They
might have responded in a socially desirable manner in order to impress the managers
who distributed the que onnaires. Despite such knowledge about stayers, the differences
between the two groups have a lot to learn from on the part of service organisations.
Stayers are customers who should be retained because of their long-standing relationship
with the organisation. Any negative perceptions from them about service provision
should be taken seriously. The negative perceptions indicate the need for service
organisations to push past solving these customers’ problems and search for their
underlying needs. On the other hand, service organisations should consider it worth
investing resources in - s group of customers because of their long-standing relationship
with the organisation. 21ey are that group service organisations should embrace true
relationship marketing with. By so doing service organisations will create true customer
intimacy among this group of customers. This is true, especially if organisations require a
deep understanding of the context in which they deliver their products and services to

customers.

72



4.2.2 Comparison of perceptions of service satisfaction between tellers and satisfied
switchers
To test whether there was no significant difference of perceptions between tellers and

satisfied switchers, a t- test was also carried out and the results are provided in Table 2.

Table 2: Comparison of perceptions of service satisfaction between tellers and satisfied

switchers
Item Group mean Mean difference df | t-value

Tellers Satisfied switchers

(n=100) (n= 18)
11 3.06 2.88 0.179 216 | 3.00*
12 3.24 3.14 0.096 216 | 0.855
13 3.02 297 0.045 216 | 2.13*
14 3.03 2.94 0.089 216 | 0.993
15 2.70 2.80 -0.097 216 | 5.63*
16 [3.17 297 0.204 216 |2.98*
17 2.80 2.80 -0.005 216 | 2.65*
18 3.25 2.84 0.401 216 | 1.32
19 2.92 277 0.149 216 | 3.86*
20 2.99 2.87 0.117 216 |0.426
21 2.80 2.81 -0.136 216 |0.070
22 3.06 2.73 0.331 216 | 8.54*
23 3.26 2.98 0.287 216 |20.75*
24 3.40 3.00 0.392 216 |21.10*
25 3.34 2.90 0.441 216 | 5.824*
26 3.35 3.25 0.114 216 | 0.741
27 3.0 2.92 0.763 216 | 0.016
28 3.18 2.75 0.444 216 |0.017
29 3.01 2.66 0.349 216 | 6.53*
30 3.01 2.74 0.273 216 | 21.59*
Totals | 36.75 34.20

*Significant at p=0.05 level
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Tellers and satisfied switchers had significant differences on at least an item from the five
dimensions used to meas : satisfaction (Table 2). There were differences on four items
measuring reliability (item 15, (t = 5.63; p<0.05); 16, (t = 2.98; p<0.05); 17, (t = 2.65,
p<0.05) and 19, (t = 3.86; p<0.05), three items measuring responsiveness of the bank
(item 22, (t = 8.56; p<0.05); 23, (t = 20.75; p<0.05) and 24, (t = 21.10; p<0.05), two
items measuring empathy (item 29, (t = 6.53; p<0.05) and 30, (t = 21.29; p<0.05), two
items measuring tangibles (11, (t = 3.00; p<0.05) and 13, (t = 2.13; p<0.05), and one item
measuring assurance, that is knowledge and courtesy of employees and their ability to

inspire trust and confidence in customers (item 25, (t = 5.82; p<0.05).

These findings reject the assumption that the two groups (tellers and satisfied switchers)
will have no significant differences in perceptions of service satisfaction. The results
could be understood in terms of the switching pattern of satisfied switchers. They are that
group of customers who are using the current service provider (the bank) for other
reasons other than dissatisfaction with their previous services providers. Thus, differences
noted between satisfied switchers and tellers could be attributed to their dissatisfaction
with the current services of the bank and not their previous service providers. However,
this assumption contradicts Garnesh et al. (2000) who pointed out that customers labeled
as satisfied switchers show different levels of satisfaction with current service provider

due to previous experiences or dissatisfaction with the previous provider.

The fact that satisfied switchers were not satisfied with the banks tangibles than the
tellers is supported by Meuter et al. (2000). The authors argued that the physical
facilities, which help in the delivery of service, are determinants of customers’
satisfaction levels. Satisfied customers in the current study might have been experiencing
problems with the bank’s tangibles (e. g., automated teller machines). Thus, as Meuter et
al. (2000) further argued that customers become dissatisfied with the services of an
organisation in the face of self — service systems failing to handle customers’ immediate
problems. In such cases, customers are forced to take the choice of switching providers.

Service organisations should therefore understand the needs of different customers,
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design and position their physical facilitie: elative to the these needs. This does not only
create value for the current customers, bu :rve as a way of attracting new ones as well.

More importantly, the above findings inc ate the need for service organisations to take
an invested interest in satisfied switchers. This can be achieved through orienting them to
the organisation as early as possible  the course of building strong relationship
marketing. By so doing it is assumed t!  satisfied switchers will see the organisation as
creating value for them, and, regardingt n as customers also contributing to the success

of the organisation.

On the other hand, the fact that satisfied switchers are continuing with the services of the
bank, or have switched from other sern e providers because of other reasons other than
dissatisfaction should be taken as strength by service organisations. Efforts should be
taken to retain them. This can be achieved through the creation of an organisational
climate that impacts on new comers’ perceptions of service provision. Schneider and
Bowen (1995) support this view by suggesting the institution of “organisational
socialisation” for both customers and employees. Organisational socialisation entails
closing the “service gap” between the organisation, its employees and customers
(Ziethaml et al., 1990). Service gaps highlight several factors affecting service quality
perceptions. For example, lack of constant feedback from customers about the quality of
service implies lack of communication between the organisation and its customers. Such
lack of communication leads to lack of organisational socialisation of customers and
employees. Lack of organisational socialisation for both customers and employees has
been found to influence perceptions of service satisfaction in a negative way (Rowland &
Ferries, 1982). Despite all these assertions, the differences noted between the tellers and
satisfied switchers could be explained by other several factors such as customers’
banking experiences, organisational recruitment requirements, and the on-going training

of the tellers.

75



4.3 Hypothesis 2: Sati: ction with the service provision as perceived by tellers will
not significantly differ with perceptions of satisfaction as perceived by dissatisfied

switchers

43.1 Comparison of perceptions of service satisfaction between tellers and
dissatisfied switchers

To uncover the precise nature of the negative association of the perceptions of
satisfaction between tellers and dissatisfied switchers, a t- test for pooled variances was

done. Table 3 shows the results of the analysis.

There were significant differences in perceptions of service satisfaction between tellers
and dissatisfied switchers (Table 3). Five items (item 15, (t = 32.94; p<0.05); 16, (t =
3.23; p<0.05); 17, (t = 6.91; p<0.05); 18, (t = 26.34; p<0.05) and 20, (t = 3.40; p<0.05)
had significant differences on perceptions of how reliable the bank is, while another five
(item 21, (t = 9.17; p<0.05); 22, (t = 2.39; p<0.05); 23, (t = 23.78; p<0.05); 24, (t = 15.36;
p<0.05) and 25, (t = 21.35; p<0.05) showed significant differences on perceptions of the
bank’s responsiveness (willingness to help customers and provide prompt service). Three
items (item 11, (t = 14.00; p<0.05); 14, (t = 4.41; p<0.05) and 12, (t = 18.23; p<0.05)
measuring perceptions of tangibles also showed significant differences between the two
groups. The last two items (item 26, (t = 18.61; p<0.05) and 29, (t = 4.57; p<0.05)

showed significant differences on perceptions of empathy and assurance, respectively.

The above findings reject the hypothesis that there will be no significant differences in
perceptions of service satisfaction between tellers and dissatisfied switchers. The results
imply that as tellers perceived service provision as excellent, dissatisfied switchers
perceived the service as poor. The results contradict previous findings. For example,
Garnesh ef al. (2000) in cated that dissatisfied switchers are the most satisfied with their

current service provider.

The results are however, not surprising. Given the nature of dissatisfied switchers as a

group of customers who can switch service providers at any time; and that they are
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Table 3: Comparison of perception of service satisfaction between tellers and dissatisfied

switchers

| Htem Group mean Mean difference | df | t-value

Tellers Di atisfied switchers
(n=100) (n=130)
11 3.06 3.01 0.052 228 | 14.00*
2 3.24 2.99 0.248 228 | 18.23*

13 3.02 3.07 -0.049 228 | 0.515
14 3.03 3.03 -0.000 228 | 4.41*
15 2.70 2.88 -0.185 228 | 32.94*
16 3.17 291 0.262 228 | 3.23*
17 2.80 2.86 -0.062 228 | 6.91*
18 3.25 3.03 0.230 228 |26.24*
19 292 2.90 0.336 28 |[1.44
20 2.99 2.96 0.029 228 | 3.40*
21 2.80 2.90 -0.100 228 | 9.17*
22 3.06 2.82 0.237 228 |2.39*%

123 3.26 3.07 0.201 228 |23.78*
24 3.40 3.08 0315 228 | 15.36*
25 3.34 3.07 0.271 228 |21.35*
26 3.35 3.13 0.230 228 | 18.61*
27 3.0 2,92 0.085 228 | 0.005
28 3.18 2.85 0.336 228 | 1.44
29 3.01 2.74 0.272 228 | 4.57*
30 3.01 291 0.102 228 | 0.137
Totals 46.46 44.42

* Significant at p=0. 05 level
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any overall differences in perceptions of loyalty towards the bank among the four groups
(i.e., tellers, stayers, satisfied switchers and dissatisfied switchers). The results of the

comparison are shown in Table 4.

Table 4:Comparison of perceptions of loyalty towards the bank among the four groups

Item Group mean | df F- value
Tellers Stayers Dis. switchers Satis. switchers
(n=100) (n=52) (n=130) (n=118)
32 3.42 2.85 2.85 . 2.70 399 25.60*
33 3.56 27 2.99 2.82 399 41.84*
34 3.48 2.71 3.05 2.89 399 24.60*
35 3.15 2.79 2.80 2.69 399 8.71
36 242 237 2.93 2.86 399 14.73*
37 293 2.75 2.63 2.64 399 3.89
38 3.43 271 2.98 2.97 399 19.79*
Total | 22.39 18.89 20.23 19.57

* Significant at p=0.05 level

Table 4 shows the total mean scores for each group. Tellers (mean = 22.39) are more
loyal towards the bank than all three groups of customers. However, dissatisfied
switchers (mean = 20.23) are more loyal than stayers (18.89) and satisfied switchers
(19.57). Previous studies support these findings. For instance, Garnesh ez al., (2000)
ascertained that dissatisfied switchers are more likely to be loyal with their current
service provider because they are moving from dissatisfying service providers. The
results on the other hand contradict the findings that stayers display a lot of satisfaction
(which subsequently culminates in loyalty behaviours) towards their current service
provider than dissatisfied switchers or satisfied switchers (Garnesh e al., 2000).
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The loyalty displayed by tellers over all the other groups could be understood in the
context of active and passive loyalty notions (Garnseh et al, 2000). Customers usually
show loyalty toward the organisation through positive words of mouth about the
organisation (active loyalty), or through self — stated retention behaviours and expansion
of service usage (passive loyalty). It could therefore be argued that, tellers in the current
investigation showed their active loyalty orientation towards the organization (bank).
Indeed, most of the items (e.g., item 32, (F = 25.60; p<0.05); 33, (F = 41.84; p<0.05); 34,
F = 24.60; p<0.05); 36, (F = 14.73; p<0.05) and 38, (F = 19.29; p<0.05) in which they
differed significantly with the three groups of customers had something to do with the
marketing of the bank through the word of mouth, future or continued use of the bank,
and resistance to be lured by other service providers offering the same competitive
services. Such assumed deliberate conscious choice by employees of an organisation are
ir ortant to notice. They are an indicator that the organisation should continue providing
job context environments that ensure the employees’ loyalty behaviours are maintained.
The achievement of a conducive job context environment for employees could be
obtained through management committing itself to creating value for customers through
the same employees. Indeed, Brown and Peterson (1993) support this by pointing out that
an organisation’s job context environment has a dominant positive or negative effect on

employee turn over (which is closely related to loyalty).

Service organisations could also benefit from the differences noted between the tellers
and dissatisfied switchers. If they commence or continue disseminating customer —
oriented strategies in their organisations (especially among employees), this will

culminate in increased identification with the bank, hence, continued increase in loyalty.

Table 5 shows that there were significant differences in perceptions of loyalty towards
the bank between tellers and stayers in only three items (item 33, (t = 5.88; p<0.05); 34, (t
= 6.44; p<0.05) and 36, (t = 9.99; p<0.05). The items relate from being actively loyal, to
the continued use of the bank in the future. These items in which the two groups differed
constitute 42% of the total number of items measuring loyalty. Tellers (mean = 9.46)
were more loyal than stayers (7.78). The results imply that there was no significant
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difference between the te 1s’ perceptions of loyalty towards the bank and those of
stayers. However, the re ts support the finding that stayers exhibit lower levels of
active loyalty behaviours towards their current service provider (Garnesh et al., 2000).
Because of such noted TYerences, the results only provide partial support for the

hypothesis under investigation.

4.4.2 Comparison of perceptions of loyalty towards the bank between tellers and
stayers
To test whether there was no significant difference in perceptions of loyalty between

tellers and stayers, a t-test for pooled variances revealed the results presented in Table 5.

Table 5: Comparison of perceptions of loyalty towards the bank between tellers and

stayers
' Item Group mean Mean difference | df | t-value
Tellers Stayers
(0=100) (n=52)
32 342 2.85 0.574 150 | .001
33 3.56 2.71 0.849 150 | 5.88*
34 3.48 2.71 0.769 150 6.44*
35 3.15 2.79 0.362 150 | 0.116
36 242 2.37 0.055 150 9.99*
37 2.93 2.75 0.180 150 | 0.006
38 343 2.71 0.719 150 0.642
Totals 9.46 7.78

* Significant at p=0. 05 level
The results on the other hand contradict popular belief among market researchers that
stayers are always loyal people who are less likely to take risks in terms of switching
service providers (Raju, 1980). With this notion, it would have therefore been expected
that stayers exhibit more loyalty tendencies towards the bank than tellers. However, other
researchers argue that customers can be partially loyal or totally loyal (Jones & Sasser,
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1995). Partially loyal cust aers are only loyal as a result of situational factors, which do
not reflect the relative attitude of the customer. Customers regarded as stayers in the
present study could rightly be regarded as partially loyal. This argument is supported by
previous findings. For instance, Westbrook (1987) found that highly loyal customers
were once dissatisfied customers, and if not treated properly can easily revert back to
being partially loyal. On e other hand, the total loyalty shown by tellers is a reflection
of their total commitment to the organisation, which in many cases is triggered by a
number of factors including management’s commitment to employee satisfaction on the
job (Singh, 2000). It is therefore important for service organisations to build employee
loyalty, which in turn has a direct link with customer loyalty.

4.4.3 Comparison of perceptions of loyalty towards the bank between tellers and
satisfied switchers
Table 6 shows results of a t-test done to test whether there was no significant difference

of perceptions of loyalty towards the bank between tellers and satisfied switchers.

Table 6: Comparison of perceptions of loyalty towards the bank between tellers and

satisfied switchers

Item Group mean Mean difference df | t- value
Tellers Satisfied switchers
(n=100) (n=118)
32 3.41 2.70 0.717 216 |0.104
33 3.56 2.87 0.738 216 |9.95*
34 3.48 2.89 0.590 216 |2.09*
35 3.15 2.69 0.455 216 |1.67
36 2.42 2.86 -0.444 216 | 16.08*
37 2.94 2.64 0.286 216 |0.896
38 3.43 2.97 0.455 216 |20.13*
Totals | 12.89 11.59
' *Significant at p=0.05 level o
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There was no significant . ference in perceptions of loyalty between tellers and satisfied
switchers as shown in Table 6. This finding does not reject the hypothesis that there will
not be an association in perceptions of loyalty between tellers and satisfied switchers.
Significant differences were noted in item 33, (t = 9.95; p<0.05); 34, (t = 2.09; p<0.05)
36, (t = 16.08; p<0.05) and 38, (t = 20.13; p<0.05). These differences could be explained
in terms of spreading positive comments about the organisation on the part of tellers.
However, on the part of satisfied switchers, the lower level of loyalty they displayed may
be attributed to lack of experience with the bank (assuming that they were never
customers of the current service provider before) This group might have lacked
information on which to base and evaluate their commitment to the bank. Their
commitment towards the bank might have been in the process of developing. This
assumption supports the comparison level theory (Thibhaut & Kelly, 1959). The theory
asserts that customers who switch to new organisations or service providers for other
reasons will be experiencing small shifts in their comparison level for alternative. In other
words, for such customers, it will be very difficult of them to be sure of their commitment
to the organisation. Although this notion appears true, some studies have proved
otherwise. For example, Dick and Basu (1994) pointed out that customers who would
have switched service providers for other reasons other than dissatisfaction are more
likely to be positive about their present provider and less likely to remember their
previous service providers in a positive light. Similarly, Garnesh ez al. (2000) found that
irrespective of the reasons for prior switches, the most recent switching experience is the

most salient for predicting satisfaction with the current service provider.

Assuming there is a close relationship between satisfaction with service provision and
subsequent behavioural intentions as put forward by Parasuraman et al. (1996) the
behaviour of satisfied switchers could be assumed to have been influenced by their recent
salient experience with the bank. This is so, especially if many of them switched from
previous service providers because of closure of the bank’s branches or relocation, and
not dissatisfaction with the services of any other previous service provider. Applied in the
current study, the organization should be weary of satisfied switchers whose status is not
clear in terms of total satisfaction with, and total loyalty towards the bank. The
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organisation could benefit from such knowledge by putting strong processes in place to
clearly understand satisfied switchers. This is possible through showering the group with
a lot of attention, which is based on the assumption that individualised attention in
service provision brings a lot of business success and value for the customers. By so

doing, many of the satisfied switchers could be turned into completely loyal customers.

4.5 Hypothesis 4: Loyalty towards the bank as perceived by tellers will not
significantly differ with loyalty towards the bank as perceived by dissatisfied

switchers

4.5.1 Comparison of perceptions of loyalty towa..s the bank between tellers and
dissatisfied switchers
To test for differences in perceptions of loyalty between tellers and dissatisfied switchers,

a t- test (pooled variances) was done. The results of the analysis are presented in Table 7.

Table 7: Comparison of perceptions of loyalty towards the bank between tellers and
dissatisfied switchers

Item Group mean Mean difference df | t- value
Tellers Dissatisfied
| switchers
(n=100) (n=130)
32 3.42 2.85 0.566 228 | 1.87
33 3.56 2.99 0.568 228 | 19.38*
34 3.48 3.05 0.434 228 | 15.41*
35 3.15 2.80 0.350 228 (0.014
36 242 2.93 -0.511 228 | 32.26*
37 293 2.62 0.307 228 |2.61*
38 3.43 298 . 0.445 228 | 17.58*
Total 12.89 14.57
‘*Significant at p=0.05 level
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Table 7 shows that there was no significant difference in perceptions of loyalty between
te rs and dissatisfied switchers. Significant differences were noted on item 33, (t =
19.38; p<0.05); 34, (t = 15.41; p<0.05); 36, (t = 32.26; p<0.05); 37, (t = 2.61; p<0.05)
and 38, (t = 17.58; p<0.05). The results do not reject the hypothesis under investigation
that there is no significant difference in perceptions of loyalty between tellers and
dissatisfied switchers. However, the total means for the items that are significant indicate
that dissatisfied switchers (mean = 14.57) seem to be more loyal than tellers (mean =
12.89). The finding contradicts previous research studies, which found that dissatisfied
switchers are not high in passive loyalty compared to stayers and satisfied switchers
(Gamesh et al., 2000). However, the same studies have found that dissatisfied switchers
are more likely to engage in active loyalty behaviors. They engage in active loyalty
behaviours when they have had an emotional experience (good or bad). In the current
investigation and finding, it would probably be right to assume that customers
categorised as dissatisfied switchers dissatisfied switchers applied the same principle.
Thus, at the time of the study, this group could have recalled from memory good
emotional experiences they have encountered with the organisation. These memories and
emotional experiences might have provided cues for the increase in loyalty perceptions
that they exhibited. This assumption supports the memory and heuristic theory (Folkes,
1994) which posits that, emotionally charged past experiences that are distinctive are
easily distinguished from others and are likely to be sampled when customers recall

service experiences in order to establish loyalty perceptions.

The lower level of loyalty exhibited by tellers might be attributed to their level of
satisfaction on the job. However, that being the case, there should have been a
corresponding lower level of loyalty on the part of the dissatisfied switchers, assuming
that employees’ behaviours during service delivery are reflected in customers service
perceptions. Given these assumptions then, if service organisations could increase the
commitment of dissatisfied switchers, they could benefit from this group’s increase in the
levels of involvement with the organisation. On the other hand, service organisations
should remove many barriers that might hinder satisfaction and the smooth delivery of

service by employees. Such barriers include role ambiguity, role conflict, lack of
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autonomy and control in 1e service delivery process. These barriers have an impact on

employees’ adaptability, job satisfaction and performance (Spiro & Weitz, 1990).

4.6 Hypothesis S: There are no differences in the demographic influence on
perceptions of satisfaction with and loyalty towards the bank between tellers and

each of the three internal customer groups

4.6.1 Comparison of the influence of demographic variables on perceptions of

satisfaction with and loyalty towards the bank between tellers and stayers

Multivariate test of significance (MANOVA) was used to investigate whether there were
differences in influence of key demographic variables in perceptions of satisfaction and
loyalty towards the bank between the tellers and stayers. Demographic variables were
used as dependent variables while items measuring satisfaction and loyalty were used as

independent variables (covariates). The results of the comparison are shown in Tables 8.

Table 8: Comparison of the influence of demographic variables on perceptions of

satisfaction with and loyalty towards the bank between tellers and stayers

Demographic I Group mean df F-value F-value
item & number | Tellers Stayers (Satisfaction) | (Loyalty)
(n=100) (n=52)
Age (1) 1.80 2.19 151 0.890 1.783
Location (3) 1.31 1.33 151 1.097 0.478
Educ. level (4) 3.60 3.44 151 1.202 1.240
Work 1.61 1.90 151 1.170 2.649
experience (5)
Account held (6) | 1.76 1.92 151 2.961 3.279
Experience with | 1.43 1.48 151 0.949 2.219
bank (7)
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Table 8 shows that there ‘ere no significant differences in the influence of demographic
variables on perceptions  satisfaction with and loyalty towards the bank between tellers

and stayers. The results d not reject the hypothesis under investigation.

4.6.2 Comparison of the influence of demographic variables on satisfaction with and

loyalty towards the bank between tellers and satisfied switchers

Multivariate test of significance (MANOVA) was used to investigate whether there were
differences in influence of key demographic variables in perceptions of satisfaction and
loyalty towards the bank between the tellers and satisfied switchers. Demographic
variables were used as dependent variables while items measuring satisfaction and
loyalty were used as ind endent variables (covariates). The results of the comparison are
shown in Tables 9.

Table 9: Comparison of the influence of demographic variables on perceptions of

satisfaction with and loyalty towards the bank between tellers and satisfied switchers

Demographic Group mean df | F-value F-value
item & number | Tellers  Satisfied switchers (Satisfaction) | (Loyalty)
(n=100) (n=118)
Age (1) 1.80 2.58 217 | 0.879 0.568
Location (3) 1.31 1.39 217 | 1.647 1.153
Educ. level (4) 3.58 421 217 [2.572 3.007
Work 1.61 1.66 217 | 0.889 2.411
Experience (5
Account held (6) | 1.76 1.69 217 | 0.282 0.341
Experience with ~ 1.43 1.22 217 | 1.271 2.779
Bank (7)
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The results tabulated and shown in Table 9 also reveal that there were no significant
differences in the influence of demographic variables on perceptions of satisfaction with
and loyalty towards the bank between tellers and satisfied switchers. The results do not
reject the hypothesis under investigation.

4.6.3 Comparison of the influence of demographic variables on satisfaction with and

loyalty towards the bank between tellers and dissatisfied switchers

Multivariate test of significance (MANOVA) was used to investigate whether there were
differences in influence  key demographic variables in perceptions of satisfaction and
loyalty towards the bank etween the tellers and dissatisfied switchers. The results of the

comparison are shown in Table 10.

Table 10: Comparison of the influence of demographic variables on perceptions of

satisfaction with and loyalty towards the bank between tellers and dissatisfied switchers

Demographic Group mean df F-value F-value
item & number | Tellers Diss. switchers (Satisfaction) | (Loyalty)
(n=100) (n=130)
Age (1) 1.80 2.49 229 0.979 2.748
Location (3) 1.31 1.33 229 1.722 0.450
Educ. Level (4) |2.20 1.90 229 0.967 3.584
Work 3.58 3.96 0.705 0.508
experience (5)
Account held 1.76 1.63 229 0.395 0.644
Experience with | 1.43 1.24 229 1.006 2.715
bank (7)
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Table 10 shows that there were no significant differences in the influence of demographic
variables on perceptions of satisfaction with and loyalty towards the bank between tellers

and dissatisfied switchers. The results do not reject the hypothesis under investigation.

The results presented in Tables 8, 9 and 10 contradict previous research findings. For
example, Sandler et al. (1995) found that location had an influence on satisfaction for
people living in Cape Town than those living in Johannesburg and Pretoria. Cadotte ez al.
(1987) ascertained that the tenure and period of a customer’s experience with an
organisation affects perceptions of satisfaction and loyalty. Boshoff and Nel (1992)
concluded that age and education levels exert significant influence on perceptions of
loyalty in the banking sector. On the other hand, Gilbert and Kahl (1982) in a review to
find out the effects of demographic variables on perceptions of service quality concluded
that social class has a significant effect in creating different consumption patterns, which
in turn affect levels of satisfaction and loyalty.

4.7 Hypothesis 6: There are no differences in overall satisfaction with the bank

between tellers and each of the three internal customer groups

4.7.1 Comparison of overall satisfaction with the bank between tellers and the three
internal customer groups

To test hypothesis 6, only item 31 was used as a measure of overall satisfaction: “Overall,
how satisfied are you with the services of the bank?” Group means were compared on

the overall satisfaction measure using a one - way analysis of variance (ANOVA).

The results in Table 11 reveal that there were significant differences in perceptions of
overall satisfaction with the current bank only between tellers and stayers (F = 5.87, p<O0.
05). Thus, stayers (mean = 3.19) were significantly more satisfied with the bank’s
services than all the other groups. No significant differences in satisfaction were noted
between tellers and satisfied switchers as well as tellers and dissatisfied switchers.
However, it is interesting to note that the mean satisfaction level decreases from stayers

to dissatisfied switchers to satisfied switchers. The results therefore only provide partial
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support for the hypothesis under investigation. The significant differences between tellers
and satisfied switchers; te rs and dissatisfied switchers are in tandem with the notion
that when employees feel the service atmosphere as “warm and friendly,” their
perceptions of service quality are more positive and loyalty to the service organisation is
enhanced. The positive perceptions are then reflected in their interaction with different
types of customers who will in turn view the whole organisational climate as very
conducive and satisfying (Wood, 1994; Houston 1994).

The high satisfaction levels noted among the stayers support previous findings. For
example, Dick and Basu (1994) ascertain that stayers lack experiential knowledge with
other services. They always perceive high cost of switching services more than the other
two groups. Therefore, they are more likely to show high levels of satisfaction with their
current service provider, even under conditions of dissatisfaction. Similarly in support of

the current findings the social judgment theory (Sherif, Sherif & Nerbegall, 1965) asserts

Table 11: Comparison of satisfaction with the bank between tellers and each of the three

internal customer groups.

Measure Groups Mean scores | Mean difference F- value
Overall, how | Tellers 3.04
satisfied  are | Stayers 3.19 -0.152 5.87*
you with the
bank’s Tellers 3.04 0.00
services? Dissatisfied switchers | 2.94 0.503
Tellers 3.04 -0.006
Satisfied switchers 3.05 0.975

* Significant at p=0. 05 level




that, loyal customers are 1 )se highly involved with their current service provider. They
are therefore likely to resi pressure to switch and always report that they are satisfied
with their current service provider. Because stayers are also regarded as the bedrock of
service organisations, having their needs fitting well with those of the organisation’s
offerings, they are worth spending resources on in order to retain them. This could be
achieved through the pr ‘ision of supporting services (e.g., self service technology
systems) and developing proactive recovery measures in order to make amends when

something goes wrong for this group of customers.

Important implications can be drawn from the above findings. Service organisations
should manage their organisational climates by making them pleasant places to work in.
They should continuously ask themselves questions like: How do employees view the
organisation? Does the organisation, through its management of customers and

employees project the image of being customer service oriented all the time?

4.8 Conclusion

In this chapter, the results and discussion of the statistical analyses used to test the

hypotheses of the investigation have been presented. T-test for pooled variances was used

to analyse relationships in perceptions between tellers and each of the three internal

custor r groups; a one-way analysis of variance (ANOVA) was used to test the overall

loyalty and satisfaction levels among the four groups; and a multivariate test of

significance (MANOVA) was used to test the influence of demographic variables on

perceptions of satisfaction with and loyalty towards the bank among the four groups.

Results showed that:

o There were significant differences in perceptions of satisfaction with the service
provision of the bank between tellers and each of the three internal customer groups.

o Tellers were significantly more loyal to the organisation than each of the three
internal customer groups.

e 1 ere were significant differences in perceptions of loyalty towards the bank between

tellers and each of the internal customer groups.
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Demographic variables did not have an influence on satisfaction with and loyalty

towards the bank among the four groups.

Stayers showed that ey were significantly more satisfied with the overall service

provision of the bank than all the other groups.
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CHAPTER FIVE: Ci( VCLUSIONS, IMPLICATIONS FOR THE BANK’S
MANAGEMENT AND FUTURE RESEARCH DIRECTIONS

5.1 Introduction
This chapter presents the conclusions of the investigation, the managerial implications of
the conclusions for the bank, limitations of the investigation and suggestions for future

research.

5.2 Conclusions

The findings of the inve: gation showed that:

e Tellers and stayers differed in their perceptions of satisfaction with the services
provided by the bank. The differences were explained in the context of organisational
dynamics that impact on employee performance.

e Tellers and satisfied switchers differed in perceptions of satisfaction with service
provision. The findings were discussed within the framework of organisational
socialisation of both employees and customers.

e As predicted in the hypothesis, dissatisfied switchers and tellers differed in their
levels of satisfaction with service provision. Tellers were more satisfied with the
services provided than dissatisfied switchers. The results were explained and
discussed using the transaction-specific theory (Oliver, 1993) and the interactive
theory (Lovelock, 1984) that focus on the behavioural characteristics suited to
dissatisfied switchers.

e Tellers were more loyal to the bank than all the other three groups. These findings
were discussed within the framework of positioning the organisation in order to
extract additional value (in terms of loyalty behaviour) from tellers by focusing on a
strategy of building ommitment to the group’s relationship with the organisation.

e Stayers were less yal towards the bank than tellers. Previous research supported
these findings (Gar sh et al., 2000).

e Tellers and satisfi switchers differed in levels of loyalty towards the bank with
tellers showing that they were more loyal than satisfied switchers. Satisfied switchers

have been identified as customers who are on the borderline in terms of both
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satisfaction with services and loyalty. The differences with tellers were explained in
tandem with the man r in which commitment towards an organisation develops
among this group of customers.

e Dissatisfied switchers exhibited higher levels of loyalty towards the bank than tellers,
which pointed to the very nature of dissatisfied switchers’ switching behaviour
patterns and intermittent satisfaction levels whenever they switch to new service
providers.

¢ No differences in the demographic influences on satisfaction with and loyalty towards
the bank were observed between tellers and each of the three groups of customers.
Methodological shortcomings have been attributed to this finding.

e Overall, stayers exhibited a higher level of satisfaction with the bank than all the
other groups. The ¢ anisation could benefit form this observation by continuously

building harmonious, relevant services valued by the current stayers.

5.3 Implications for the bank’s management

The findings indicate that the bank is fundamentally faced with managing four distinct
groups (stayers, satis >d switchers, dissatisfied switchers and employees), that
sometimes differ in their satisfaction with and loyalty towards the bank. The critical
question to be addressed by the bank is: “Which of these four groups warrant strategic
investment?” The finding, with regards to satisfaction levels show that, all the groups
need attention if they are to be of any value to the bank. However, caution must be taken
when acquiring and retaining each group. It would be proper if large investment were
done for a group that is explicitly identified as having a profitable significance to the
bank. What is needed therefore, in light of these findings, are efforts by the bank’s
management to recognise the heterogeneity inherent in its customer base. This
recognition provides the opportunity for treating the customer segments differently,
recruit and select the right employees as part the bank’s investment in customer and
employee relationship management. In the end there is bound to be an improvement in

the degrees of satisfaction and loyalty among customers and employees.
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With service provision i ensifying and all forms of competition (e.g., intratype and
intertype) present, mana ment should know that customers and employees today are
very much aware of what they actually want in relationship marketing. The provision of
service that differentiates self from the competitor is enough to attract support from both
customers and employees. Thus, the delivery of service should go beyond the traditional
view of providing primary service. Knowing the bank’s customer base and its employees,
as well as what these two groups think about the service being provided is important for
management. Such kno edge would help identify areas of service provision that are
important and required r maintaining the correct standards of service quality. Only
when such areas have been identified, will management be in a position to know whether
staff training or changes to organisational policy with regard to service provision, require

management attention.

In view of the ever-changing technology in financial services, there are limited chances
on the part of manag 1ient to always impress customers. Therefore, contact points
(encounter between t s and customers) should be managed and individualised
attention provided. Thus, management should consider and utilise the opportunities that
are available to satisfy customers and employees whenever they interact during business
transcation. This results in a lot of economic ties between the organisation, customers and
employees. Such ties, they become strong, would enable the organisation to better
serve both its custom ; and employees, thereby deterring competitive efforts to win

them away.

The findings showing differences in loyalty levels between tellers and the three groups
imply that improving service quality can increase behavioural intentions among
employees and custor rs. The findings demonstrate the need for managers to adopt
strategies that steer behavioural intentions. Such strategies include the prevention of
service problems that do occur and effectively solving problems that have occurred.
Similarly, management should continuously examine customer responses to the service
being provided - including intentions signaling behaviours (indicators of loyalty and

commitment) that are potentially favourable or unfavourable to the organisation. Such an
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examina Hn will provide management with continuous source(s) of information relating

to questions like:

What levels of service quality must be delivered to retain customers and employees?
What service initiatives should be undertaken to encourage customers and employees
to recommend the organisation, spend more time with it, or pay a price premium?

To retain customers and employees, should the organisation spend money on

proactive service improvement or in handling complaints?

5.4 Limitations of the investigation

Like all studies of a similar nature, this study has some obvious limitations which
signal caution to the generalisation of the findings. The study was limited by the use
of only one bank within the retail-banking sector. This focus on a single ihdustry
raises concerns about limited generalisability. Even though one might accept the
allocation of similar organisations to the same setting, the study remains in reality,
not representative of all other retail banks in Zimbabwe. However, constraining the
study to a single industry eliminated problems associated with the effects of industry
differences. Not —withstanding these limitations, the constructs examined in this study

could be applied to any industry, service or otherwise.

Since the researcher had no access to contact employees and customers directly, bank
managers were relied upon to distribute the surveys. The possibility exists that
managers did not randomly distribute the surveys as instructed and gave them to the
best or most customer-oriented employees. However, because managers did not
know the aims of the study, beforehand, they had no substantive reasons to distribute
the surveys in this manner. Despite this risk, no bias was noted as surveys were being
coded. One consequence for relying on the branch managers in the distribution of
surveys was noted. The sample for tellers had 50% male and 50% female
respondents. The researcher feels this outcome maybe a reflection of the distribution
of tellers in the bank.

96



[ ]

There was an over assumption on the part of the researcher that the SERVQUAL
instrument will work any part of the world in the service sector since its reliability
and validity are known. However, it was good to have checked the two constructs
(reliability and validity). This was good for two reasons: (1) It is simply good
research practice, it is fair that clients demand this of their organisational research
supplier(s) and (2) questionable results that emerged in the study may point to
inadequate research methodology and practice, or they may shed light on interesting

situations within the organisation (bank), or its markets.

Although a pre-survey was done to establish the literate levels of the respondents, the
SERVQUAL instrument was all in English. In a multicultural society like Zimbabwe,
it will not always be e case that all respondents do understand English.

Due to restrictions in access to certain information by the participating organisation,
the researcher could not obtain demographic information of both the population of
tellers and that of customers. There were flaws in the descriptions of the two

populations.

5.5 Directions for future research

Several directions for possible future research in this area of service satisfaction and

loyalty within organisation exemplars can be noted:

There has not been a great deal of research work done in the area of service quality in
Zimbabwe. So, in general, there is scope for much continued effort in this regard.
Additional replications alone will provide a great deal of future insight. Extensions to
the areas of cross-cultural comparisons and communication can provide rich advances
for future research.

The issue of the influence of demographic variables needs to be followed up and
explored further. With proper categorisation of the respondents in each group, an
interesting extension of this study would be to disentangle the influence of

demographic variables (as those in the present study) on perceptions of service

satisfaction and loyalty towards an organisation.
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e From a methodological point of view, the data in this study was obtained from tellers
and customers. It would be interesting to include back-office staff (those who do not
have daily contacts with customers).

e The issue of measuring satisfaction and loyalty towards a bank from tellers’ and
customers’ perspectives indicate the desirability of measuring the same constructs
across managers, employees and customers. The issue of manager versus employee or
customer perceptions is an important one, especially with regards to management
commitment to service quality (MCSQ) and other forms of managerial control.
Further research could address this issue to determine how perceptions of managers,
employees and customers differ with respect to satisfaction and loyalty towards a
service organisation.

e To increase the generalisability of the findings of this investigation, future research
might involve replicating the investigation in related and/ or other service
environments similar to the one used in the current investigation (banking
environment). It would be proper if the comparisons are done between two or more

organisations.

5.6 Conclusion

From the findings of the current investigation it can be concluded that there were
differences in satisfaction with and loyalty towards the bank between tellers and the three
internal customer groups. Furthermore, there were no differences in the demographic
influences on perceptions of satisfaction with and loyalty towards the bank between
tellers and the three internal customer groups. The implications for the bank’s
management have been suggested as the need to formulate conducive relationship

marketing strategies to satisfy both customers and employees.

The major limitations of the investigation have been identified as: (1) Use of one bank
which had implications for generalisability of results, (2) lack of re-validation of the
questionnaires used in the investigation and (3) lack of adequate demographic indices for

both tellers and the three internal customer groups.
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Future research directions focused on widening the investigation in similar environments,

across cultures and other employees besides bank tellers.
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APPENDIX A

SERVICE QUESTIONNAIRE

At the Jewel Bank we always try to keep in touch with our customers to establish ways of
improving the service we deliver.

The purpose of this short survey is to establish ways of improving the data - base of our
customers throughout the country.

We kindly ask you to spare just a few minutes to answer the questions below. Please do
not write your name on this questionnaire, as the information we obtain is confidential.

PLEASE RESPOND TO THE ITEMS BELOW BY TICKING (¥) IN THE
APPROPRIATE BOX

1. What is your age?

18-24 25-34 | 3544 45-54 55+
1 2 3 4 5

2. Are you male or female?

Male Female
1 2

3. Where do you live?

Urban area | Rural area | Growth Point | Mine Farm
1 2 3 4 5

4. What is your level of education?

No formal | Primary school | Secondary school College University
education | level level level level
1 2 3 4 5
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S. Work experience (year

Less than
5

5-11

12-17

18-24

25+

1

2

3

4

5

6. Which of the following accounts do you currently hold at the Jewel Bank?

Current Savings Fixed Call Loan
account account account account account
1 2 3 4 5

7. For how long have you been a Jewel Bank Customer?

Less than 5 years

5-10 years

11-15 years

16 years++

1

2

3

4

8. Is the Jewel Bank your major banking service supplier?

Yes

No

1

2

9. Is the Jewel Bank your first ever bank to open an account with?

Yes

No

1

2

10. If no, what was the reason for you leaving your previous bank?

(a) Overall dissatisfaction with the services of the previous bank
(b) Job relocation

(c) Moved out of the bank’s service area

(d) My previous bank closed down

(e) My previous bank was bought by a different bank

(f) Other. Specify.............cooiiiiiiii

We would like to thank you so much for the time you took to respond to the items in
this questionnaire.
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APPENDIX

SERVICE QUALITY QUESTIONNAIRE

As part of our effort to improve the services we deliver, the Jewel Bank carries out periodic

surveys with customers and employees to know areas where we need to improve and where

improvements have worked quite well. In order for us to do this, we kindly ask you to use a few

minutes to complete this questionnaire. Do not write your name on this questionnaire, as

information collected will be confidential. The expression of your opinions will be most helpful.

Please respond to the items by putting a circle (O) where appropriate, or please

write in the space provided

DEMOGRAPHIC INFORMATION

What is your age?
18-24 25-34 35-44 45-54 55+
1 2 3 4 5

2. Are you male or female?

Male

Female

1

2

3. Where do you live?

Urban area | Rural area Semi urban/Growth Point Farming arca Mining arca

1 2 3 4 5

4. What is your level of education?

No formal education Primary school level High school level College level University level
1 2 3 4 5
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5. Work experience (years)

Oto S 6to11 | 121017 18t0 24 25+

1 2 3 4 5

6. Which of the following accounts do you currently hold at the Jewel Bank?

Current account Savings account Fixed deposit account Call account | Loan account

1 2 3 4 5

7. For how long have you been a Jewel Bank customer or employee?

["Less than 5 years 5-10 years 11-15 years 16 years+

l

1 2 3 4
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OTHER INFORMATION (The following three (3) questions are to be answered by customers only).

8. Isthe Jewel Bank your major banking service supplier?

Yes No

1 2

9. Is the Jewel Bank your first ever bank to open an account with?

Yes No

1 2

10. If no, what was the reason for leaving your previous bank?
(@) Overall dissatisfaction with the service of the previous bank
(b) Job relocation
(c¢) Moved out of the bank’s service area
(d) My bank closed down
(e) My previous bank was bought by a different bank

Other reason. Please specify..............ccoeiiiiiiiiiiiiiiie .
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ERALL SERVICE OF THE BANK

Please circle (O) the comment that best describes your opinion about each item

*11. The Bank’s internal atmosphere for service

Excellent Good Not very good Poor
4 3 2 1
12. The appearance of employees

Excellent Good Not very good Poor
4 3 2 1

13. The Bank has modern looking equipment to provide service

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

14. The physical facilities of the Bank are good to look at

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

*15. When the Bank promises to do something by a certain time, it does so

Strongly agree

Agree

Disagree

Strongly Disagree

4

3

2

1

16. The Bank communicates to customers about other services it offers

Strongly agree

Disagree

Strongly disagree

4

2

1
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17. The Bank performs the service efficiently the first time

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

18. When a customer has got a problem, the Bank shows a sincere interest in solving it

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

19. Employees are punctual in fulfilling promises made to customers

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

20, The Bank keeps its records accurately

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

¢21. Staff consistently resolve customer concerns the first time

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

22. How would you describe employees’ responses to customer requests, despite busy

workloads?

Excellent

Not very good

Poor

4

23, Customers feel free to discuss their needs with the Bank

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1
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24. How would you describe employees’ friendliness to customers?

Very friendly | Friendly | Not friendly Not friendly at all

4 3 2 1

v25. The staff always use language understood by customers

Strongly agree Agree Disagree Strongly Disagree

4 3 2 1

26. How would you describe staff politeness?

Very polite Polite Not polite Not polite at all

4 3 2 1

27. What can you say about the ability of staff to answer customer questions?

Excellent Good Not very good Poor

4 3 2 1

428, Describe the individual attention given to the customers by the Bank

Excellent Good Not very good | Poor

4 3 2 1

29. What do you say about the operating hours and days of the Bank?

Excellent Good Not very good Poor

4 3 2 1

30. How would you describe the ability of staff to work out solutions to each

customer's questions and requests?

Excellent Good Not very Good Poor

4 3 2 1
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31. Overall, how satisfied are you with the Jewel Bank’s services?

Totally satisfied Satisfied issatisfied Totally dissatisfied
4 3 2 1
ENERAL INFORMAT N

Please indicate by circling (O) the appropriate answer how much you agree or disagree with

32. I would highly recommend the Jewel Bank to my friends and family

the following statements

Strongly Agree

Agree

Disagree

Strongly disagree

4

3

2

1

33. I am likely to make positive comments about the Jewel Bank to my friends and relatives

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

34, In the near future, I intend to use more of the services offered by the Jewel Bank

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

35, If the Jewel Bank were to raise the charges for the services it offers, I would still

continue to be a customer or employee of the Bank

Strongly agree

Agree

Disagree

Strongly disagree

4

3

2

1

36. If a competing bank were to offer better services, I would switch

Strongly agree

Agree

Disagree

Strongly Disagree

4

3

2

1
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37. Aslong as I live in this area, I do not foresee myself switching to a different Bank

Strongly agree Agree Disagree | Strongly disagree

4 3 2 1

38. I am concerned about the well-being and prosperity of this Bank

Strongly agree Agree Disagree | Strongly disagree

4 3 2 1

We would like to thank you so much for the time you took in responding to the items in this
questionnaire. We hope the findings from the survey will result in improving our services to
you in the future.

Thank you very much.
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Head Office

60 Union Avenue Telephone: + 263 (4) 758081/4
PO. Box 3313 + 263 (4) 748050/79
Harare Fax: + 263 (49) 758077

+ 263 (4) 749722
Telex: 22424/24245 CBZ ZW
e-mall: cbzinfo@africaonline.co.zw

9 April 2001

Mr C. Chipunza

. 790 Joseph Culverwell Road
Old Windsor
Ruwa

Dear Chrispen

REF: FORT HARE UNIVERSITY PROJECT ON SERVICE
SATISFACTION AND LOYALTY: A COMPARISON
OF PERCEPTIONS BETWEEN BANK TELLERS AND
CUSTOMERS IN A COMMERCIAL BANK IN ZIMBABWE.

+ 1 am pleased to advise you that the bank has allowed you to carry out the
above stated project at the Commercial Bank of Zimbabwe. ’

) I am available to give you guidance and assistance in your data collection
phase. : \

Yours sincerely

B

Nyaradzo Zvinokona
Manager, Research & Development

Commercial Bank of Ziir Limited (F ed Commercial Bank

! Directors: . 125
R V Wilde (Chairman), G Gono (Managing), J J Brown,
R. Mabeza-Chimedza, R Emslie, P Gordon, G J Groot*, B Jetha,
G Jordaan (Alternatae), L. J R Loader*, N J Makuvise*, D Mamvura®,
T Moyo, N E Sachikonye
*Executive




APPENDIX D

Com

Chnspen Chipunza From: Nyaradzo Zvinokona

.}J_-' -
Fax: 00-27-6532041

Page: 1 (including this ane)

Tel: 2682-11-214-682 - Date: 5/18/01

Re: SERV!_CE QUALQ’_‘_( SURVEY
1. Number of Clients: 140 000

2. Number of Tellers: 122

3. Cost of survey to student: TBA

Regards,

%ma :

Nyaradzo Zvinokona

Research & Development Manager

nzvinokona@cbhz.co.Zw
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APPENDIDIX E

DEMOGRAPHIC PROFI OF TELLERS

Demographic item Frequency Percentage
Sex

Male 50 50%
Female 50 50%
Totals 100 100%
Age Range

18-24 50 (Females) 50% (Females)
25-34 50 (Males) 50% (Males)
35-44

45-54

55+

Totals 100 100%
Location

Urban 86 86%
Rural 14 14%
Semi- urban

Farming area

Mining area

Totals 100 100%
Education

No formal education 1 1%
Primary school level 2 2%
High school level 41 41%
College level 50 50%
University level 6 6%
Totals 100 100%
Work experience

0-5yrs 56 56%
6-11yrs 29 29%
11-17 yrs

18-24 yrs 13 13%
25+ 2 2%
Totals 100 100%
Account held

Current account 64 64%
Savings account 22 22%
Fixed account 1 1%
Call account 2 2%
Loan account 11 11%
Totals 100 100%
Period with Bank

Less than 5 yrs 71 71%
5-10yrs 19 19%
11-15yrs 7 7%
16 yrs+ 3 3%
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APPENDIDIX F

DEMOGRAPHIC PROFILE OF STAYERS

Demographic item | Frequency Percentage
Sex

Male 26 50%
Female 26 50%
Totals 52 100%
Age Range

18-24

25-34 50 (Males &Females) | 100%
35-44

45-54

55+

Totals 52 100%
Location

Urban 46 88
Rural 6 12%
Semi- urban

Farming area

Mining area

Totals 52 100%
Education

No formal education 2 2%
Primary school level 3 6%
High school level 21 40%
College level 24 46%
University level 3 6%
Totals 52 100%
Work experience

0-5yrs 19 37%
6-11yrs 21 40%
11-17 yrs 10 19%
18 - 24 y1s

25+ 2 4%
Totals 52 100%
Account held

Current account 5 10%
Savings account 46 88%
Fixed account 1 2%
Call account

Loan account

Totals 52 100%
Period with Bank

Less than 5 yrs 28 54%
5-10yrs 23 44%
11-15yrs 1 2%
16 yrs+

Totals 52 100%
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APPENDIDIX G

DEMOGRAPHIC PROF E OF SATISFIED SWITCHERS
Demographic item Frequency Percentage
Sex

Male 70 62%
Female 48 38%
Totals 118 100%
Age Range

18-24

25-34 48 (Females) 38%
35-44 70 (Males) 62%
45-54

55+

Totals 118 100%
Location

Urban 111 94%
Rural 7 6%
Semi- urban

Farming area

Mining area

Totals 118 100%
Education

No formal education

Primary school level 4 3%
High school level 33 28%
College level 63 53%
University level 18 16%
Totals 118 100%
Work experience

0-5yrs 68 58%
6-11yrs 30 25%
11-17 yrs 12 10%
18 - 24 yrs

25+ 8 7%
Totals 118 100%
Account held

Current account 41 35%
Savings account 74 63%
Fixed account 3 2%
Call account

Loan account

Totals 118 100%
Period with Bank '
Less than 5 yrs 91 84%
5-10yrs 19 9%
11-15yrs 7 6%

16 yrs+ 1 1%
Totals 118 100%
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