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Abstract

In the present competitive economy banking sector has
been facing dynamic challenges in concerning both

customer’s base and performance. The indispensable
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Expectation sector to satisfy the customer’s needs and retain them.
Perception The present study compares customer’s perception of

service quality of both public and private banks of India.
The service quality of both the banks has been measured
using SERVQUAL model (service quality)
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1. Introduction

Indian banking system started strengthening after the establishment of the reserve bank of India
in 1935 as it was empowered to regulate banking issues of directive, inspection, merger’s,
amalgamations etc. After independence, in 1949 two major actions were taken which were very
important from the point of view of structural reforms in banking sector. First, the banking
regulation Act was passed. It gave extensive regulatory power s to reserve bank of India (RBI)
over the commercial banks. 14 major Indian commercial banks were nationalised in 1969 and 6
more were added in 1980. In 1990’s, the banking sector has undergone rapid changes, followed
by a series of fundamental developments due to liberization, globalization and deregulation
trends initiated in the country, there has been a change in the very concept of traditional banking
activities and concept of quality on service that has gathered attention of all customers.
Increasing competition among a broad range of domestic and foreign institutions in production
marketing area’s has became prevalent practice and thus attempt to be different from other

banking institutions has became the priority consideration of the sector.

Prior to globalization there was very little competition in the banking sector and the public sector
banks played dominating role in terms of size of asset’s. Due to changing global scenario, the
government recognized the need to introduce reforms to make banking industry more
competitive. Thus, the government had made policy changes like deregulation of interest rates
and dilution of consortium lending requirement. Moreover, banking sector had been opened up
to the private sector. With this, new banks have been set up in private sector, called as new
private sector banks, foreign banks have entered the Indian banking sector and existing banks in
private sector (old private sector banks) changed their level of operations. All these increased
the competition among the banks and efficiency of the banking industry.

Measuring the customer satisfaction is critical in the process of serving the customers. The
importance of improving service quality in the banking industry is highly considered for
achieving objectives of industry in whole. The concept of service quality is complex due
difficulty in measuring unlike product quality, which can be measured with certain yardsticks. It
can be presumed that service quality lies within the minds of the customer based on his

perceptions on quality parameters. In the present scenario of fierce competition service firms
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strive to stay in the fore front of today’s marketplace by offering quality service. These service
industries play a vital role in the economy of, any nations [1]. Indian banking sector has
witnessed a major boom. It is facing rapid changes, such as new technologies, economic
uncertainties, fierce competition, more demanding customer’s and the changing climate which
lead to an unprecedent set of challenges, Being a globalized market, the customers seek and
demand world class product and services. In global market, the competitive advantage,
differentiation and excellence lies in delivering high quality service to the customer. Growth and
development of any enterprise majorly dependent on the service quality.

2. Objectives

o To measure and analyze the quality of services provided by public sector and private
banks in Udaipur, India

o To ascertain service quality variations across selected banks by demographic variations

o To measure the customer satisfaction in selected public and private banks by analyzing

the gap between expectations and their perceptions of banking service.

3. Research methodology:
This study is based on a survey conducted in Udaipur city. In this paper and attempt has been
undertaken to carry out a descriptive study regarding various factors of service quality in selected

banks.

4. Data Collections

The study was conducted by taking banks from public and Private sector.

The required data was collected from two sources namely primary and secondary data. Primary
data was collected through structured questionnaire from the existing bank customers. Secondary

data was collected from the previous publications.

5. Sampling Unit
The sample unit consists of customers of the public and private sector banks of Udaipur,
Rajasthan, India. The Respondents are Students, Business people, government and private sector

people professional and others.
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6. Data Analysis Study Results:
Demographical Analysis
Table.1 Gender Wise Distribution of the Respondents

Gender Number & Percentage of Respondents

Public Sector Banks Private Sector Banks

Number | %,Percentage | Number | %,Percentage | Total | % Percentage

MALE 170 65.38 135 64.28 305 64.89

FEMALE | 90 34.62 75 35.72 165 35.11
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Figure.1l Gender Wise Distribution of the Respondents
Table.2: Age Wise Distribution of the Respondents

Age Number & Percentage Of Respondents
(years) | Public Sector Banks Private Sector Banks
Number | %,Percentage | Number | %,Percentage | Total % Percentage

<25 30 11.53 23 10.95 53 11.28

25-35 45 17.32 72 34.30 117 24.90

35-45 62 23.84 64 30.47 126 26.80

45-55 64 24.62 37 17.62 101 21.49

>55 59 22.69 14 6.66 73 15.53
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Figure 2: Age Wise Distribution of the Respondents

Table.3: Education Wise Distribution of the Respondents

Education Number & Percentage Of Respondents
Public Sector Banks Private Sector Banks
Number | %,Percentage | Number | %,Percentage | Total | %oPercentage
Graduate 98 37.69 48 22.85 146 | 31.06
Post 83 31.92 79 37.62 162 | 34.47
Graduate
Professional | 38 14.62 61 29.06 99 21.06
Others 41 15.77 22 10.47 63 13.41
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Figure.3: Education Wise Distribution of the Respondents
Table.4 : Occupation Wise Distribution of the Respondents
Occupation | Number & Percentage Of Respondents
Public Sector Banks Private Sector Banks
Number | %,Percentage | Number | %,Percentage | Total | %Percentage
Government | 64 24.62 25 11.90 89 18.94
Private 68 26.15 71 33.80 139 | 29.57
Professional | 25 9.62 50 23.80 75 15.96
Business 28 10.77 41 19.53 69 14.68
Student 29 11.15 13 6.19 42 8.94
Others 46 17.69 10 4.78 56 11.91
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Figure .4 : Occupation Wise Distribution Of the Respondents
To collect the required data 600 questionnaire were distributed to the selected banks customers in
Udaipur district, Rajasthan State, India and 470 was returned. The response rate was 78.33

percentage.

The results of demographic profile of the respondents under the study revealed from table.1 that
gender was split in the proportion of 64.89 per cent males and 35.11 per cent females. From
table.2, 11.28 per cent of the respondents were below the age group of 30 years, 24.98 per cent
of the respondents were in the age group of 25-35 years, 26.80 per cent of the respondents were
between the age group of 35-45 years, 21.49 per cent of the respondents were between the age

group of 45-55 years and above age group of 55 years the percentage of respondents were 15.53.

Education wise(table.3), 31.06 per cent of respondents were graduates, 34.47 percent of
respondents were post graduates, 21,06 per cent of respondents were professionals and others

were 13.41 per cent of respondents . By Profession wise (table.4), it was depicted that the
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respondents were 18.94 per cent in government sector, in private sector 29.57 per cent, in
professional sector 15.96 per cent, in business persons sector 14.68 per cent, student were 8.94

per cent and while others category of respondent were 11.91 percent.

7. Chi-square test of independence

Hypothesis

HO: Preference towards public and private sector banks and age group is independent of each
other

H1: Preference towards public and private sector banks and age group is dependent of each other
v’ =3 [(Fo-Fe)?] / Fe

Where Fo is the observed frequency and Fe is expected Frequency for each cell

Table. 5: Observed Frequency

Observed Frequency
Age Group(Years)
Preference towards | <25 25-35 35-45 45-55 >55 Total of rows
Banks
Public sector Banks | 30 45 62 64 59 260
Private sector Banks | 23 72 64 37 14 210
TOTAL 53 117 126 101 73 470

Table. 6: Expected Frequency

Expected Frequency
Age Group(Years)
Preference  towards | <25 25-35 35-45 45-55 >55
Banks
Public sector Banks 29.31 | 64.72 69.70 55.87 40.38
Private sector Banks | 23.68 | 52.27 56.29 45.12 32.61
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Table.7 Calculate of XZ
Fo Fe Fo-Fe (Fo-Fe)* [(Fo-Fe)?]/Fe
30 29.31 0.69 0.47 0.016
45 64.72 -19.72 388.87 6.008
62 69.70 -1.7 59.29 0.850
64 55.87 8.13 66.09 1.183
59 40.38 18.62 346.70 8.586
23 23.68 -0.68 0.46 0.019
72 52.27 19.73 389.27 7.447
64 56.29 7.71 59.44 1.056
37 45.12 -8.12 65.93 1.461
14 32.61 -18.61 346.33 10.620
1 37.248
Cal=

Degree of freedom= (R-1)*(C-1) =(2-1)*(5-1) = 4

Confidence level = 95 %

Therefore x* tab = 9.4877

Now in this case ¥ Cal >y* tab, hence null hypothesis is rejected and alternative hypothesis is

accepted

8. Importance of Service Quality:

Service quality is considered as the most critical determinant of competitiveness for establishing
and sustaining satisfying relationship with customers [2]. Business firms including banks have
recognized the fact that the only one best way to manage the competition is the quality
differentiation. Advance technology, customer oriented corporate culture, a well designed
service-system and excellent information system are the major factors that decide the superior
quality of service of an organization. Providing excellent service quality and maintaining the
high customer satisfaction is the important issue and the challenge facing contemporary service
industry [3]. Thus Service Quality is an important subject in both public and private sectors

business firms and service industries. Banking sector is not an exception to this.
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Survival of banks, in heavy competition, depends upon how the banks are providing quality
services to their customers. Service quality is a comparison of expectations with performance.
From the viewpoint of business administration, service quality is an achievement in customer

service.

A customer's expectation of a particular service is determined by factors such as
recommendations by peers, personal needs and past experiences. The expected service and the
perceived service sometimes may not be equal, thus leaving a gap. The service quality model or
the 'GAP model' developed by the authors- Parasuraman, Zeithaml and Berry at Texas and North
Carolina in 1985 [4], highlights the main requirements for delivering high service quality. It
identifies 'gaps' that cause unsuccessful delivery of service. Customers generally have a tendency
to compare the service they 'experience’ with the service they 'expect'. If the experience does not
match the expectation, there arises a gap. Service Quality Dimension - Service Quality Gap
Model (SERVQUAL) The gap model (also known as the "5 gaps model™) of service quality is an
important customer-satisfaction framework. In "A Conceptual Model of Service Quality and Its
Implications for Future Research” (The Journal of Marketing, 1985)[4], A. Parasuraman, VA
Zeitham and LL Berry identify five major gaps that face organizations seeking to meet
customer's expectations of the customer experience. SERVQUAL is one the tools used in
measuring the quality of services. According to Buttle (1996) [5], SERVQUAL is for the
measuring and managing the quality of service. Asubeonteng et al (1996) [6] also intimated that
the model is used to measure the quality of service from the customer's point of view. The
originators of the model are Parasuraman, Zeithamal and Berry. It was developed in 1985 but
was polished in their subsequent articles (Parasuraman et al 1988) [7]. The main aim of
SERVQUAL is to have a standard and a reliable tool that can be used to measure the quality of
services in different service sectors. Originally, those who developed SERVQUAL introduced
ten service quality dimensions or attributes. These are: 1. Tangibles, 2. Reliability, 3.
Responsiveness, 4. Competency, 5. Courtesy, 6. Communication, 7. Credibility, 8. Security, 9.

Access and 10. Understanding the customer.

However, in the 1988 article, these were pruned to five (Parasuraman et al 1988). These are, 1.

Tangibles, 2. Reliability, 3. Responsiveness, 4. Assurance and 5. Empathy.
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9. Service Quality Dimension in Banks

Several researchers have suggested that the search for universal conceptualization of the service
quality construct may be futile [8, 9]. The service quality construct is either industry or context
specific [10]. The measurement of the service quality construct is multidimensional. In its
original structure, service quality consists of five dimensions [7, 11, 12].

These are: 1. the tangibility aspects of the service

2. the reliability of the service provider

3. the assurance provided by the service provider

4. the responsiveness of the service provider; and

5. the service provider's empathy with customers

The included variables to measure the service quality of commercial banks were ranging from
seventeen to fifty seven variables [13-21]. In the present study, the included service quality

variables are twenty.

Table.8. Evaluation of Service Quality in Public banks
A TANGIBLES

SN | EXPECTED QUALITY | MEA | PERCEIVED QUALITY | MEAN | GA

(E) N (P) P
(E-
P)
1 The bank must possess the | 4.92 My  Bank has the | 4.00 0.92
sophisticated and good sophisticated and good
looking infrastructure looking infrastructure

2 Physical Facilities at banks | 4.70 Physical facilities at my | 3.71 0.99
should be visual and banks are visual and

attractive attractive

3 Bank employees have to be | 4.73 My bank employees are in | 4.05 0.68

in neat dress and appear neat dress and appearing
dignified dignified
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4 Materials  (statements or | 5.04 Materials  (statements or | 4.29 0.75
passbook) with bank should passbook) with bank are
be visual and excellent visual and excellent
Total 19.39 16.05 3.34
Average 4.84 4.01 0.83
B. RELIABILTY
S.N | EXPECTED QUALITY | MEAN | PERCEIVED QUALITY | MEAN | GAP
(E) (P) (E-P)
1 If the bank promises | 5.05 If my bank promises | 4.03 1.02
something, it will do something it will certainly
do
2 If customers have | 4.88 If customers have | 4.25 0.63
problems, the bank has to problems, my bank will
show sincere interest in show sincere interest in
solving them solving it
3 The bank ought to perform | 5.09 My bank performs the | 3.68 1.41
the service at right time services at right time. As
per time mentioned
4 The bank should provide | 4.84 My bank provides service | 4.11 0.73
service at the time it at the time it promises to
promises to do so do so
5 The bank should keep |5.12 My bank keeps | 4.04 1.08
accurate /error-free records accurate/error-free records
Total 24.98 20.11 4.87
Average 4.99 4.02 0.97
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C. RESPONSIVENESS

S.N | EXPECTED QUALITY | MEAN | PERCEIVED MEA | GAP(E-
(E) QUALITY (P) N P)

1 Employees of the bank | 5.13 Employees of my bank | 3.96 1.17
ought to inform customers inform customers exactly
exactly when service will when service will be
be performed performed

2 The bank employees ought | 5.24 My bank employees give | 3.91 1.33
to give excellent service to excellent service to its
its customers customers

3 The bank employees must | 5.03 My bank employees are | 3.88 1.15
be willing to help the always willing to help
customers customers

4 The bank  employees | 5.07 Bank employees always | 3.68 1.39
should be always ready to ready to respond to
respond to  customers customers requests
requests
Total 20.47 15.43 | 5.04
Average 5.11 3.85 |1.26

D. ASSURANCE

S.N | EXPECTED QUALITY | MEAN | PERCEIVED MEA | GAP(E-
(E) QUALITY (P) N P)

1 The bank  employees | 5.10 My bank employees | 3.93 1.17
should always try to infuse always try to in still
confidence in the confidence in customers
customers

2 Customers(You) have to | 5.14 Customers (me) always | 4.32 0.82
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feel safe in transactions feel safe in transactions
with the banks employees with my banks
employees
3 The bank  employees | 5.10 Bank employee always | 3.81 1.29
always ought to be courteous and polite with
courteous and polite with customers
customers
4 The bank employees have | 5.13 My bank employees have | 3.76 1.37
complete knowledge to complete knowledge to
answer queries of answer  queries of
customers customers
Total 20.47 15.82 | 4.65
Average 511 395 |1.16
E. EMPATHY
S.N | EXPECTED QUALITY | MEAN | PERCEIVED MEAN GAP(E-
(E) QUALITY (P) P)
1 The bank has to give | 4.97 My bank gives | 3.46 1.51
individual attention to individual attention to
customers customers
2 The bank operation hours | 5.01 My bank operating | 3.62 1.39
must be convenient to all hours is convenient to
customers all the customers
3 Bank employees ought to | 4.86 Bank employees | 2.76 2.10
understand the specific understand the
needs of the customers specific  needs of
customers
Total 14.84 9.84 5
Average 4.94 3.28 1.66
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Table.9.Evaluation of Service Quality in Private banks

A. TANGIBLES

S.NO | EXPECTED MEAN | PERCEIVED MEA | GAP(E-
QUALITY (E) QUALITY (P) N P)

1 The bak must posses the | 4.97 My Bank has the|435 |0.62
sophisticated and good sophisticated and good
looking infrastructure looking infrastructure

2 Physical Facilities at | 4.74 Physical facilities at my | 4.27 | 0.47
banks should be visual banks are visual and
and attractive attractive

3 Bank employees have to | 4.86 My bank employees are | 4.29 | 0.57
be in neat dress and in  neat dress and
appear dignified appearing dignified

4 Materials (statements or | 5.00 Materials (statements or | 4.24 | 0.76
passbook) with  bank passbook) with bank are
should be wvisual and visual and excellent
excellent
Total 19.57 17.15 | 2.42
Average 4.89 4.28 0.61

B. RELIABILTY

S.NO | EXPECTED MEAN | PERCEIVED MEA | GAP(E-
QUALITY (E) QUALITY (P) N P)

1 If the bank promises | 5.01 If my bank promises | 4.37 0.64
something, it will do something it will

certainly do
2 If customers have | 5.17 If customers have | 4.31 0.86

problems, the bank has to

problems, my bank will
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show sincere interest in

show sincere interest in

should be always ready

ready to respond to

solving them solving it

3 The bank ought to|5.33 My bank performs the | 4.36 | 0.97
perform the service at services at right time. As
right time per time mentioned

4 The bank should provide | 5.18 My  bank  provides | 4.21 0.97
service at the time it service at the time it
promises to do so promises to do so

5 The bank should keep | 5.15 My bank keeps | 4.18 | 0.97
accurate lerror-free accurate/error-free
records records
Total 25.84 2143 | 441
Average 5.16 428 10.88

C. RESPONSIVENESS

S.NO | EXPECTED MEAN | PERCEIVED MEA | GAP(E-
QUALITY (E) QUALITY (P) N P)

1 Employees of the bank | 5.40 Employees of my bank | 446 | 0.94
ought to inform inform customers exactly
customers exactly when when service will be
service will be performed performed

2 The bank employees | 5.43 My bank employees give | 4.79 | 0.64
ought to give excellent excellent service to its
service to its customers customers

3 The bank employees | 5.26 My bank employees are | 4.22 1.04
must be willing to help always willing to help
the customers customers

4 The bank employees | 5.28 Bank employees always | 4.27 1.01
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to respond to customers

customers requests

requests
Total 21.37 17.74 | 3.63
Average 5.34 4.43 0.91
D. ASSURANCE
S.NO | EXPECTED MEAN | PERCEIVED MEA | GAP(E-
QUALITY (E) QUALITY (P) N P)
1 The bank employees | 5.16 My bank employees | 4.35 |0.81
should always try to always try to in still
infuse confidence in the confidence in customers
customers
2 Customers(You) have to | 5.24 Customers (me) always | 4.75 | 0.49
feel safe in transactions feel safe in transactions
with the banks with my banks
employees employees
3 The bank employees | 5.27 Bank employee always | 4.26 1.01
always ought to be courteous and polite with
courteous and polite with customers
customers
4 The bank employees | 5.28 My bank employees have | 4.29 | 0.99
have complete complete knowledge to
knowledge to answer answer  queries of
queries of customers customers
Total 20.95 17.65 | 3.3
Average 5.23 4.41 0.82
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E. EMPATHY

S.NO | EXPECTED MEAN | PERCEIVED MEA | GAP(E-
QUALITY (E) QUALITY (P) N P)

1 The bank has to give | 5.01 My bank gives individual | 4.31 | 0.7
individual attention to attention to customers
customers

2 The bank operation hours | 5.22 My bank operating hours | 3.99 1.23
must be convenient to all IS convenient to all the
customers customers

3 Bank employees ought to | 5.23 Bank employees | 4.61 | 0.62
understand the specific understand the specific
needs of the customers needs of customers
Total 15.46 1291 | 2.55
Average 5.15 4.30 0.85

The tables 8 and 9 reveals that the level of expectation of the service quality of the customers for
dimensions namely tangibles, reliability, responsiveness, assurance and empathy are rated
between 4 and above 5 points implies that the respondents rated these dimensions in between
agree and strongly agree. The level of perceived quality regarding the above five dimensions also
rated by respondents between 4-5 implies agree to strongly agree for the services provided by

public and private sector banks.

Tangibilty suggests that public sector banks need to improve their infrastructure and ambience

to compete with private sector banks

Responsiveness and empathy training on stress management and better public dealing should be
imparted to the employees of public sector banks
The overall customer’s attitude towards bank service is that they are satisfied with the services

provided by their banks. But still customers expect more and better services to be provided.
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10.  Conclusions

Service quality should used as a strategic tool to get a competitive advantage over the
competitors. With the increasing levels of globalization of the Indian banking industry and
adoption of universal banks, the competition on the banking industry has intensifies. The number
of responses in the present research reveals that there exists a small perceptual difference in
service quality with the respective banks. The respondents of both sector banks mostly
concentrate on the staff’s of the banks for improving customers satisfaction while the bank have
more concentration on the tangible factor like a computerization , physical facilities etc to attract
the customers. The dimensions Reliability, responsiveness and Assurance are found to be the
most vital and strategic determinants of service quality and customer satisfaction for both public
and private sector banks. The overall service quality obtained show that, although the customers
are satisfied with both sector banks still proper attention is require to improve the service quality
to retain the existing customers and to attract new customers. If banks want to sustain customers
on along term basis, bankers should work towards customer satisfaction that automatically foster

customer delight.
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