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Abstract 

The paper attempts to measure service quality provided by 

Indian commercial banks to their customers. The 

measurement of gap is computed in major dimensions of 

service quality which are identified on the basis of 

responses of customers with the help of factor analysis. 

These major dimensions are pre-sale services, product 

features, office services, behavioural responses and after 

sale services. It is found that the gap in post sale services is 

highest followed by office services and in pre sale service 

the gap is minimum. It is very harmful for the banks in 

building their brand image. It is also found that the scores 

of expectations and perceptions of bankers’ are lower in 

comparison of borrowers’ scores. It means bankers are not 

able to understand the borrowers’ level of expectations and 

perceptions, which create other gaps in service design and 

even delivery.   
Keywords: Banking, Service Quality Dimensions, Service 

Quality, Gap Model, SERVQUAL, SERVPREF. 

1. Introduction 

For surviving in current competitive banking industry, 

most of the banks are making efforts to create most 

appropriate strategy for their customers. Banks are now 

paying more attention to actual and potential customers. 

Service quality is considered as a strategic tool in this 

competitive era. Providing excellent service quality and 

customer satisfaction are the important issues and 

challenges in front of the current service industry. Service 

Quality is very important topic under discussion in both 

private and public sectors. Perceptions of service quality 

are based on multiple dimensions; there is no general 

argument as to the nature and content of the dimensions 

(Brady and Cronin, 2001). Given the importance of 

services to overall economies worldwide and the strategic 

impact of service quality perceptions, the appropriate 

conceptualization and measurement of the service quality 

construct represents an important concern for services 

marketers (Cronin, 1994). The concept of service quality is 

believed complicated to define and measure because of its 

intangible nature. In the past three decades, significant 

research has been conducted in identifying service quality 

measurement tools. Service quality is defined as the gap 

between what was expected and what is delivered has 

received strong support from operationalisation of 

SERVQUAL in terms of different scores. Although this 

operationalisation has been criticized for its statistical 

inadequacies, it remains the most popular and frequently 

used definition (Rajpoot et al., 2000)  

Most of the empirical researchers have a little consensus 

about the definitions and measurement scale of service 

quality. Definitions and measurement scales reported in the 

literature supported that gap computed between 

perceptions and expectations remains the most used 

measurement tool of service quality. Service quality is a 

dynamic concept and universally accepted in all services 

sectors. Every organization wants to improve their services 

to meet the competition. For maintaining the standards of 

service quality, every organization always try something 

new policy to satisfy the customers.  

Grönroos (1984) found that the dimension of service 

quality in universal terms consist of efficient and 

mechanical quality. Further, Grönroos (1984, 1998) 

identified two service lead dimensions, namely technical 

quality and functional quality. Technical quality focuses on 

interactions with the service provider in fulfilling the 

customer’s basic needs. Functional quality relates to the 

process dimension, which evaluates the manner of delivery 

of the particular service from the service provider. In 

technical quality, there are five factors in focus: 

employees’ knowledge, technical solutions, machine 

quality, technical ability, automated systems. Service 

quality dealings with how well a service is delivered 

compared to customer hope. Every customer has a 

expectation of the service they want to obtain when they go 

to a bank. Banks maintain a record of existing customer 

very effectively; this thing attracts a lot of new customers. 

Knowledge of the banks scheme, cost of various sources is 

also attract the customers for availing the services of 

particular bank. Service quality is a comparison of 
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expectations with performance SQ=P-E. Superior service 

quality may attach to economic performance. 

 

Models of service quality gap 

SERVQUAL Model 

This model is a customer-oriented to improve the quality 

of services. Parasuraman, Zeitham and Berry identified 

five main gaps that face organizations in explore of to meet 

customer's expectations of the customer experience. There 

may be differences in this model between five aspects. 

The five gaps that organization should determine manage 

and reduce:  

Gap 1   gap among what customers expect and what 

managers think. 

Gap 2  gap between organization perception and the 

actual requirement of the customer experience. 

Gap 3 gap from the experience requirement to the 

delivery of the experience. 

Gap 4 gap between the freedom of the customer 

experience and what is communicated to customers. 

 Gap 5  gap between a customer's perception of the 

experience and the customer's expectation of the service. 

 

According to this model, SERVQUAL (also called 

RATER model) scale has planned by Parasuraman for 

measuring Gap 5. Parasuraman mentioned ten factors for 

evaluating service quality (including tangible, accessibility, 

reliability, responsiveness, credibility, security, politeness, 

communication and understanding the customer). 

These ten factors are cut down into five factors. These five 

dimensions are definite as follows  

Tangibles Physical facilities, equipments and appearance 

of personnel. 

Reliability. Ability to perform the promised service 

dependably and accurately. 

Responsiveness. Readiness to help customers and provide 

prompt service. 

Assurance. Courtesy, trustworthiness and security, 

Knowledge and courtesy of employees and their ability to 

encourage trust and self-assurance. 

Empathy access, communication, understanding the 

customer, Caring and attention to its customers. 

 

 
                Figure-1   SERVQUAL Model 

Gronroos Model 

Gronroos (1982) assumed that if a firm wants to be 

successful, it is very important to understand the needs of 

its existing customers as well as potential customers. 

Service quality management means identical the perceived 

quality with expected quality and fill this gap as small as 

possible in order to obtain customers’ satisfaction. 

Researcher suggested three dimensions of service quality. 

The first dimension, Technical (product) means what 

customers received as a result of statement with a service 

firm. The other component is Functional (procedure) 

which means how a technical service usual by customer. 

The third dimension in this model is Corporate Image 

which is the customers' view of corporate. The customers’ 

expectation is influenced by their vision of the firm and it 

is the result of how consumers perceived firm services. 

The main difficulty of this model was the lack of 

explanation for measuring technical quality and functional 

quality. 

 
                              Figure-2  Gronroos Model 

 SERVPERF Model 

 SERVQUAL model is a superior measurement for many 

industries; researchers reported that this model is not 

suitable for some areas like retail store environment. They 

argued that service quality is consumers’ approach and the 

performance of the service is the only measurement for 

service quality. They suggested a new model for service 

quality based on SERVQUAL with respect to the 

conceptualization and measurement of service quality 

which used performance as the only measurement for 

service quality model called SERVPERF.It is the 

improvement on SERVQUAL model. In this new model, 

Cronin and Taylor (1992) processing to measuring 

performance  with the same dimensions as reliability, 

awareness, assurance, tangibles, and empathy for service 

quality measurement instead of “expectation-perception” 

difference.  

Hierarchical Model 

SERVQUAL has the soundness by testing in dissimilar 

service sectors there is no adapted and valid for some 
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sectors like retail store situation. And is the base for many 

other optional service quality models (Cronin & Taylor, 

1992). Researchers found that there was need of superior 

and clear model applied in all areas and some development 

in the structure of this method. Therefore some researchers 

suggested and tested a new model for service quality to 

develop dimensions and construction based on 

SERVQUAL and SERVPERF. For testing the model and 

construct strength of the model, they purposeful and 

analyzed the perception of consumers to avoid 

psychometric problems with different scores. In their 

optional model they introduced three stages; service 

quality (retail service quality), primary dimensions 

(physical aspects, personal interaction, problem solving, 

and policy), and the sub-dimensions for three dimensions 

are exterior and convenience for physical feature 

dimension, promises and doing it correctly for reliability 

dimension, inspiring confidence and courteous and helpful 

for personal interaction dimension. 

2. Problem Statement 

There are needs to find out most influencing dimension to 

service quality in banking sectors. It is apparent from the 

review of literature that there is a little consensus of 

opinion and much disagreement about how to measure 

service quality. Moreover, it is very important to note that 

without adequate information on both the quality of service 

expected and perceptions of service received can be highly 

misleading from both a policy and operational perspective. 

Exact information on service quality gaps can help 

managers to diagnose where performance improvement 

can best be targeted. After observing such relevant articles, 

it was found that many researchers examined and studied 

different aspects of service quality like, appearance, 

empathy, reliability, cost effective, policy, assurance etc. 

effects on consumer’s response towards  the service quality 

of banks. Therefore, it becomes vital to identify the most 

important dimensions of service quality from customers’ 

perspectives and to measure the service quality provided 

by these banks to the customers. Therefore, the present 

study focuses on identifying the key dimensions of service 

quality and various service quality gaps and other issues 

related with service quality measurement in Indian retail 

banking sector. Another aim is to point out how 

management of service improvement can become more 

logical and integrated with respect to the prioritized 

service quality dimensions and their affections on 

increasing/decreasing service quality gaps. 

 

3. Objectives of the Study 

1. To discuss traditional and modern model for 

measurement of service quality given by empirical 

researchers.  

2. To measure the service quality provided by selected 

Indian banks through computation of service quality 

gaps under various identified dimensions. 

3. To suggest strategies for the improvement of service 

quality of these banks. 

4. Method Section 

 
The study is exploratory cum descriptive in nature. Both 

primary and secondary data was used during the research. 

Personal interviews and observation method were also be 

used in the study. While secondary data was collected from 

the already published research studies’ in the journal, 

books, magazines, newspapers, internet and any other 

relevant source for the background material for various 

relevant topics. 

The research was conducted in Haryana. Respondents also 

tended to rate most dimensions as being highly important, 

since they were unable to distinguish between aspects that 

are extremely important. In the questionnaire, a Likert-type 

scale with endpoints of (1) for “strongly disagree” and to 

(5) for “strongly agree” was used to measure the responses 

of consumers and bankers.  A well-structured questionnaire 

was prepared to collect the primary data. In the first stage, 

questionnaire was tested through pilot study with the help 

of bank customers and bankers. A questionnaire was used 

for collection of data. Systematic random sampling was 

done and responses of 380 customers’ were collected 

regarding service quality of banks. The questionnaire 

comprised of questions to measure the expectations and 

perceptions regarding service quality provided by selected 

Indian banks.  

 

5. Method Section 
On the basis of data collected through pilot study, major 

dimensions of service quality were extracted by applying 

Factor Analysis. Factor Analysis is a very useful method 

for reducing data complexity. The output of factor analysis 

was obtained by requesting principal component analysis 

and specifying rotation.  Factor analysis converted all 

statement into major dimensions of service quality. The 

final questionnaire would contain these major service 

quality dimensions. Further Descriptive analysis, 

Reliability test are applied to assess the service quality 

gaps of Indian commercial banks. 
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6. Identification of Key Dimensions of 

Service Quality 
In the initial phase of developing the questionnaire, 60 

items (divided into 5 major parts) are prepared with the 

help research literature/ teachers of the university / bankers, 

after their approval and modifications. After this, 51 items 

are selected and a pilot survey is conducted on 30 

borrowers to ascertain the workability of these statements. 

The data are then tabulated and further analyzed through 

factor analysis. Total 51variables are shrunk into 11 

components which have covered 66.99 percent of the total 

variance. The information was contained in the original 51 

variables but Principal Component Analysis has 

economize the number of variables from 51 to 11 

underlying factors while we have lost only 33.01 percent of 

information. Out of these 11 factors, major five factors are 

selected for further data collection and data analysis and 

named as service quality dimensions. (Arora and Vashishat, 

2011) 

The new dimensions are almost similar to the dimensions 

before factor analysis. The following major service quality 

dimensions are identified for further data collection and 

measurement of service quality: 

 Pre-sale Services 

 Product Features 

 Office Services 

 Behavioural Response 

 Post-sale Services 

 

7. Measurement of Service Quality Gaps 
Managing the perceived quality of a service means that one 

has to match the expected service and the perceived 

service with each other so that consumer satisfaction is 

achieved. To keep the gap between expected and perceived 

service minimal, two things are critical- first the promises 

and secondly, managers have to understand how the 

technical and the functional quality of a service is 

influenced and how the customers perceive these quality 

dimensions. The value of gap measurement in customer 

satisfaction was introduced in studies by Parasuraman, et al. 

(1985, 1986), who called this new measurement device 

SERVQUAL. For the first time, gap measurement was 

utilized to determine the importance of service quality in 

customer satisfaction. Reinforcing the gap studies, Carman 

(1990) conducted empirical studies of the elements of 

SERVQUAL and found some of the dimensions subject to 

limitations on certain specific applications.  

This model clearly indicated that the consumers' quality 

perceptions are influenced by a series of five distinct gaps 

occurring in organizations. These gaps which can have an 

effect on delivery of services, which consumers perceive to 

be of high quality, are:  

 

•Customer Gap:  

Difference between customer expectations and perceptions  

•Provider Gap 1 (The Knowledge Gap):  

Not knowing what customers expect  

•Provider Gap 2 (The Service Design & Standards Gap):  

Not having the right service designs and standards  

•Provider Gap 3 (The Service Performance Gap):  

Not delivering to service standards  

•Provider Gap 4 (The Communication Gap):  

Not matching performance to promises  

 

First of all, the model clearly determines two different 

types of gaps in service marketing, namely the customer 

gap and the provider gap. Later is considered as internal 

gaps within a service firm. This model really views the 

service as a structured, integrated model which connects 

external customers to internal services between the 

different functions in service organizations. 

Arora and Vashishat (2011) compared the level of 

expectations and perceptions of borrowers from bankers’ 

point of view on five dimension i.e. product features, 

office services, pre sale services, post sale services and 

behavioural responses. Researchers concluded that 

customers’ expectations are reaching very high and 

bankers’ are unable to predict their level of expectations. 

Therefore, bankers must fix service standards and try to 

build customer relationships to reduce these service quality 

gaps. It was further revealed that all the service quality 

dimensions are interrelated with each other’s.  Office 

services are found highly correlated with other service 

quality dimensions. [Arora U and Vahsishat B  (2009)]  

 

In the present study somewhat different gaps are obtained 

from the collected data. Following gaps are proposed and 

computed from the collected data: 

 

•Customer Perceptions -Customer Expectations = G1  

•Banker Perceptions—Banker Expectations = G2  

•Customer Expectations-- Banker Expectations = G3  

•Customer Perceptions-- Banker Perceptions = G4  

•Provider Gap (G5) = G2+G3+G4  

•Customer Gap = G1  

•Total Gap (G6) = Customer Gap+ Provider Gap  

 

8. Results and Discussion 
 

The data regarding expectations and perceptions was 

collected on likert scale (1 for fully disagree and 5 for fully 

agree). It is apparent from the data analysis that high 

values of perceptions indicate towards more acceptance of 

perceived service quality and low values of perception 

indicate towards disagreements for perceived service  
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Fig. 3  Proposed model of service quality gaps 

 

quality (table 3). The same is the case of expectations data. 

It is revealed from the results that the scores of service 

quality perceptions are more than the scores of 

expectations of borrowers’.  It means that borrowers’ 

acceptance level towards perceived service quality is low 

in comparison of expected service quality in banks while 

taking loans.  

 

Table 2: Expectations and Perceptions of Bankers’ and 

Borrowers’ 

 

 

Further it is also confirmed through GAP analysis, which 

depicts the six gaps in service quality of banks (table 4). It 

is found that the gap in post sale services is highest 

followed by office services and in pre sale service the gap is 

minimum. Respondents (borrowers) discussed during the 

survey that bank staff always do various promises during 

pre sale service for convincing them for taking loan from 

their banks but after taking loan they do not even receive 

their phone calls. The reason behind this may be target 

fulfilling or earning their commission on opening account 

(loan). The results of this study also tell the same story. It 

is very harmful for the banks in building their brand image. 

 

Table 3: Gap Analysis under Various Service Quality 

Dimensions 

 

Furthermore, it is also found that the scores of expectations 

and perceptions of bankers’ are lower in comparison of 

borrowers’ scores. It means bankers are not able to 

understand the borrowers’ level of expectations and 

perceptions, which create other gaps (Gap 3 and Gap 4) in 

service design and even delivery. After computing 

borrowers’ gaps and providers’ gaps total gap (Gap 6) is 

found. Gap 6 is highest in office services followed by pre 

sale services. Therefore, banks need to improve their pre 

sale services and office services to reduce the gap and 

enhance their service quality.  

 

 

Service  

Quality 

Dimensions 

Bankers’ 

Expectations 

Borrowers’ 

Expectations 

Bankers’ 

Perception

s 

Borrowers’  

Perceptions 

Pre Sale  

Services  BE1 

20.

86 CE1 

23.

31 

BP

1 

20.

62 CP1 24.58 

Product  

Features BE2 

5.1

84 CE2 

5.1

7 

BP

2 

5.4

1 CP2 7.16 

Office  

Services BE3 

18.

03 CE3 

18.

77 

BP

3 

18.

25 CP3 26.03 

Behavioural 

Response BE4 

9.5

6 CE4 

8.9

4 

BP

4 

9.8

1 CP4 11.78 

Post Sale  

Services BE5 

16.

31 CE5 

13.

33 

BP

5 

16.

33 CP5 19.08 

Service 

Quality 

Dimensions 

GAP1 GAP2 GAP3 GAP4 GAP5 GAP6 

CP-

CE 

BP-

BE 

CE-

BE 

CP-

BP 

G2+ 

G3+G4 

Total 

 GAP 

Pre Sale 

Services  1.26 -0.23 2.46 3.95 6.17 13.60 

Product 

Features 1.99 0.23 -0.01 1.74 1.95 5.89 

Office 

Services 7.27 0.22 0.73 7.78 8.74 24.74 

Behavioura

l Response 2.84 0.25 -0.62 1.97 1.61 6.06 

Post Sale 

Services 5.75 0.01 -2.98 2.75 -0.21 5.32 

Borrowe

rs’ 

Expectat

ions  

Gap 2 

Bankers’ 

Expectat

ions 

Gap 

6(Total 

Gap) 

Bankers’ 

Percepti

ons 

Gap 

1(Custo

mer 
Gap) 

Gap 4 

Gap 3 

Gap 5 

(Provide

r Gap)

Borrowe

rs’ 

Percepti

ons 

Prod

uct 

Feat

ures 

Pre-

sale 

Servi

ces 

Offic

e 

Servi

ces 

Beha

viour

al 

Resp

onse 

Post-

sale 

Servi

ces 

SERVICE QUALITY DIMENSIONS 
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Reliability Testing 
 

Table 4: Reliability Statistics and Inter-Item Correlation 

Matrix 

Cronbach's 

Alpha 

Cronbach's Alpha  

based on Standardized Items N of Items 

.718 .721 6 

 

Gap 

1 

GAP 

2 

GAP 

3 

GAP 

4 

Gap 

5  

GAP 

6  

Gap 1 
1.000 -.031 -.724 .335 -.357 -.049 

Gap 2 -.031 1.000 .389 -.155 .507 .532 

Gap 3 -.724 .389 1.000 .248 .903 .725 

Gap 4 .335 -.155 .248 1.000 .545 .694 

Gap 5  
-.357 .507 .903 .545 1.000 .950 

Gap 6  -.049 .532 .725 .694 .950 1.000 

 

Table 5: Inter-Item Covariance Matrix 

 Gap 1 

GAP 

2 

GAP 

3 

GAP 

4 Gap 5  

GAP 

6  

Gap 1 .231 -.004 -.181 .053 -.132 -.034 

Gap 2 -.004 .057 .049 -.012 .094 .184 

Gap 3 -.181 .049 .272 .042 .363 .545 

Gap 4 .053 -.012 .042 .107 .138 .328 

Gap 5  -.132 .094 .363 .138 .595 1.057 

Gap 6  -.034 .184 .545 .328 1.057 2.080 

 

Table 6: Item-Total Statistics 

 

Scale 

Mean  

if Item 

Deleted 

Scale 

Variance  

if Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha  

if Item 

Deleted 

Gap 1 2.2763 8.685 -.211 .802 

Gap 2 2.7259 7.642 .469 .713 

Gap 3 2.7675 6.410 .619 .651 

Gap 4 2.3179 7.115 .628 .682 

Gap 5  2.3040 4.686 .910 .517 

Gap 6  1.3769 2.080 1.000 .491 

 

  

Table 7: Scale Statistics 

Mean Variance Std. Deviation N of Items 

2.7537 8.319 2.88427 6 

 

 

Reliability is tested to check the internal consistency of 

measurement items before applying the aforementioned 

statistical tools. In order to test the reliability of the overall 

instrument, Cronbach’s Alpha coefficient is computed 

using data on the service quality gaps. An examination of 

the items comprising the gaps of service quality indicates 

that gap1 and gap 2 have the lowest corrected item-total 

correlations. The Cronbach’s Alpha for the overall scale is 

equal to 0.718. If these two items were removed from the 

scale, the Alpha if Item Deleted column shows the overall 

reliability would increase slightly. When these items are 

removed, the recalculated reliability coefficient would 

raise to 0.721. Therefore deletion of these items may be 

considered appropriate.   

 

 

9. Implications of the study 
 

The study is very useful for the bankers for identifying 

their service quality levels in important dimensions at each 

level of granting loans to their customers. Banks can 

reduce the service quality gaps and enhance service quality 

during granting loans to customers. Moreover, this work 

would guide the scholars who are working in the area of 

service quality measurements. The research work is also 

useful for the policy makers in the area of financial 

services.  Although the study contributed to the literature 

of this area, several limitations and scope of future 

research exist. The findings of this paper are restricted to 

the banking sector of Haryana, thus the scope of the 

research may be enlarged for validity and generalization of 

results to other similar industries.   
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