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Abstract

This study looked at the effect of customer service quality on customer satisfaction at the Bank of
Abyssinia in Addis Ababa. The degree and direction of the gap between customers' service
perception and expectations is what is meant by "service quality." Customer satisfaction is
characterized as the subjective assessment of a consumption experience made by the customer,
based on some correlation between their perceptions and the objective characteristics of the
product. Data from a sample of 396 bank customers was gathered using a questionnaire in order
to accomplish the goals of this study. 383 surveys were returned from these distributed
questioners. As a result, the study's response rate was 96.7%. In order to determine the effects of
service quality on customer satisfaction, statistical tools like mean, standard deviation,
correlation, and linear regression model were applied to the data obtained from the
questionnaire. In order to maintain the data validity and robustness of the research's regressed
results, the study's assumptions for the standard linear regression model were tested, and all of
them were found to be true. According to the analyses, all of the service quality factors taken
into account in this study have a positive and significant impact on customer satisfaction.
Therefore, the dimensions of service quality that were taken into account in this study
significantly contributed to the 5% explanation of customer satisfaction in banks of Abyssinia in
Addis Ababa. The results of this study show that customers were happy with the bank of
Abyssinia's tangibility, reliability, responsiveness, assurance, and empathy dimensions of service
quality. The researcher makes some recommendations to the bank's management based on the

study's findings, as well as advice for future researchers.

Key Word: Service quality dimensions, customer Satisfaction, Bank of Abyssinia
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CHAPTER ONE

Introduction

This chapter introduces the general overview of the entire field of study. It covers the
background of the study, statement of the problem, research questions, and objectives of the

study, significance of the study, scope and limitation and organization of the study.

1.1 Background of the Study

In the current business environment, competition has made it challenging businesses to survive,
and new products (services and goods) are constantly being introduced to the market. Companies
must put in a lot of effort to improve the quality of their services if they want to remain in

business, make a lot of money, and avoid losing customers.

The most important factor from an organizational standpoint is the customer. Service quality is
an ongoing process that aims to best satisfy customer needs and is essential for competitive
success. According to research, the level of service quality may influence business performance

by attracting and retaining a customer base (Tran, 2020).

Ethiopian private banks have been growing quickly day by day while the banking industry is also
under intense competition. The banking industry is competitive in terms of all these elements
that guarantee customer satisfaction, including service quality, scale of development, capital
resources, distribution network, and technology. The importance of service quality in fostering
customer satisfaction is being highlighted. Due to the fact that customer behavior is greatly
influenced by service quality Le and others (2018) and providing quality service is essential for

maintaining customer satisfaction (Tabash et al., 2019),

In order to quantify customer satisfaction, this study aims to identify the service quality
dimensions that could be used. It also examines how these dimensions tangibles, responsiveness;
empathy, assurance, reliability, access, financial aspect, and employee competence affect
customer satisfaction in the banking industry. By looking at customer satisfaction with service

quality in banks



In addition, the banking sector makes an important contribution to a country's economic
development and serves as the backbone of the money market in a developed country. This sort
of financial intermediary accepting deposits and granting loans; offers the widest menu of

services for different business ventures (Festus, Maxwel, & Godwin, 2006) .

Today, BoA has 2400+ shareholders, 7000 employees, and assets worth more than $107 million.
The Bank of Abyssinia (BoA) is a leading commercial bank in Ethiopia with 710 branches, 6
million active customers, and 1300 ATMs. Higher computation is now found in banks and other
service providers in both developed and developing countries. To compete and survive in their
respective markets, they focus on critical activities such as improving service quality and
maintaining customer satisfaction. As a bank, they have used various types of service quality
measurements to bring good service quality to attract customers and to maintain a positive
business interaction between users and banks. The most widely used models in measuring
service quality in the banking sector is the SERVQUAL models. According to (Buttle, 1995), the
SERVQUAL model can be measured by identifying the gaps between customers’ expectations of

the service to be rendered and their perceptions of the actual performance of the service.

These days, both developed and developing nations have institutions for service providers with
higher computation. They put a lot of effort into crucial tasks that will improve their service
quality and help them compete and survive in their respective markets. As bank, they have been
utilizing a variety of service quality measurements to improve customer satisfaction and foster
productive business relationships between users and banks. The most widely used models in
measuring service quality in the banking sector is the SERVQUAL models. According to
(Buttle, 1995) , the SERVQUAL model can be measured by identifying the customers’
perceptions of service quality.



1.2. Statement of the Problem

In the banking industry, providing quality services is crucial to forging stronger ties with all of
your clients. In order to meet the unbalanced environment and evolving customer needs, the
issue of quality service is becoming a global concern that necessitates continuous improvement.
Hence, providing better service quality is vital, as banks have to compete for customers. With
stiffer competition among domestic banks, therefore, it is important for the BOA to improve the
quality of its services. Customers' prior experiences as customers with a specific service provider
with rival services in the same industry or with related services in different industries tend to

have a significant impact on their expectations about services. (Tahir and Bakal., 2007).

Customers' perceptions may differ from one industry to another depending on that industry's
reputation and prior experiences. People in many nations have lower expectations of government
service providers than they do of private businesses. (Lovelock and Wright, 2002) In addition,

BOA in this case is not exceptional because it is one of the public sector banks in Ethiopia.

Although, based on preeminent knowledge of this study, in the context of the service quality in
Ethiopia bank industry has been considered the most research and study had made but they
didn’t reached to the responsible person or company and it doesn’t propose any solution for the
stated problems. Additional to this currently Bank of Abyssinia is focusing on technology to
enhance its service which might cause variation in customer satisfaction. Thus it is important to

study its customer satisfaction.

Besides to this, due to organizational duties of the researcher has been observing the problem
arises with regarding service quality in the context of Bank industry. Banks operating in Ethiopia
are consequently put in to lot of pressures because of the increased competition in the industry.
Various strategies are formulated to retain the customer and the key of it is to increase the 4-
service quality level. Such kind of research is so important to provide suggestion and improve
service quality, to increase customer satisfaction level and to retain customers of BOA
.Moreover; the output of this study is beneficial to identify the customer perception of service
quality of BOA. Accordingly, BOA will improve its performance, profitability and gain
competitive advantage in the market.



Therefore, the main interest of this study is to measure the effect of service quality on
satisfaction of customers concerning a service provided by the bank and attempts to ascertain
current level of perceived service quality level of BOA Addis Ababa branch.

1.3. Research Questions

The following research questions have been developed.

How does Assurance affect customer satisfaction in BOA Addis Ababa branch?
How does Tangibility affect customer satisfaction in BOA Addis Ababa branch?
How does reliability affect customer satisfaction in BOA Addis Ababa branch?

How does responsiveness affect customer satisfaction in BOA Addis Ababa branch?

o > w0 e

How does Empathy affect customer satisfaction in BOA Addis Ababa branch?

1.4. Objectives of the study
1.4.1 General Objective

The general objective of this study is to examine the current level effect of service quality on
satisfaction in Bank of Abyssinia the dimensions of service quality in the level of their importance for
good quality.

1.4.2Specific Objective

To examine the effect of assurance on customer satisfaction BOA Addis Ababa branch.

To examine the effect of Tangibility on customer satisfaction BOA Addis Ababa branch.
To examine the effect of Reliability on customer satisfaction BOA Addis Ababa branch.

YV V VYV V

To examine the effect of Responsiveness on customer satisfaction BOA Addis Ababa
branch.

» To examine the effect of Empathy on customer satisfaction BOA Addis Ababa branch.

1.5. Significance of the Study

The service provided by CBE and its effect on customer satisfaction is explored in this study. Provide
some light on how customers view the standard of customer service in the banking industry in

Ethiopia. It also findings can be fed back to the banks' operation managers to help them

4



understand how their clients see the quality of their services. It can be a good indicator for
managers to identify the gap between management’s perception of service quality and that of

their customers and taking actions to close the gaps.

1.6. Scope of the study

In the case of Bank of Abyssinia, the research paper's main objective was to evaluate the impact
of service quality on client satisfaction. This goal will be limited by a geographical, conceptual,

and methodological scope, which will be covered in the sections that follow.

1.6.1. Geographical scope
Despite the fact that Bank of Abyssinia has 343 domestic branch networks, this study will only
pay attention to the Addis Ababa branch. As a result, Addis Ababa will be the study's geographic
focus.

1.6.2. Conceptual scope
The research's conceptual scope is the effect of service quality on customer satisfaction. As a
result, the independent variables to be studied include customer service reductions; assurances,
responsiveness, tangibility, empathy, and service reliability of the sample of study, service where
the dependent variables of the study will be customers satisfaction from the service from the

sample study of the study.

1.6.3. Methodological scope
The study used quantitative data to examine the effect of service quality on customer
satisfaction, and it also used an explanatory research design to analyze this data. The study will
use a simple linear regression model with help to examine the effects and relationships between

the dependent and independent variables. SPSS 25

1.7. Limitation of the study

This study is limited to two BOA banking segments’ service quality and customer satisfaction. A
consumer of the bank sample was 396, but owing to numerous issues were 383 customers who

5



were willing to answer the questions. Remain respondents’ lack of cooperation and commitment

to completing the questionnaires was a problem encountered while conducting this study.

1.8. Organization of the Study

This research study is broken down into five chapters. The first chapter introduces the
introductory section and it covers the Background of the study, statement of the problem,
objectives of the study, research question(s), Significance of the study, and scope and limitations
of the study. Similarly, Chapter two displays a detailed assessment of theoretical and empirical
literature by evaluating the issue of the study; also, this chapter ¢ conceptual framework aspects
of the study. The researcher thoroughly discusses the research methodology portions in the third
chapter. The fourth chapter of the paper describes the data presentation, analysis, and
interpretation. The last chapter summarizes the study's major findings, conclusions, and

suggestions.



CHAPTER TWO
LITRUTURE REVIEW

2.1. Introduction
This chapter includes a survey of related literature that explains the theories behind the notions
of service quality and customer satisfaction. These contain concept and definition, theoretical

framework and finally conceptual framework of the study.

2.2. Concept and definitions
2.2.1 Service Quality

According to research, service quality is now more than ever seen as a key component of any
company's success (Parasurman A, 1985,1988), and the banking industry is no exception. Many
people use service quality to gauge how well banking services perform (Cowling and Newman,
1995). Customers will remain loyal to banks if they receive better value from them than they
would from rivals (Dawes & Swailes, 1999) but banks can also make large profits if they can
outperform their rivals in a particular market. As a result, banks must use service quality as a key
component of their competitive strategy (Chaisomphol Chaoprasert, 2004). Additionally, banks
all over the world provide similar services and work hard to adopt new technologies as soon as
their rivals do. Customers can detect differences in service quality, it should be noted
(Chaisomphol Chaoprasert, 2004). Additionally, according to (Gronroos C. , 1990), customers

primarily judge the performance of banks based on their direct interactions with them.

Defining service quality and its components in a way that is actionable in the workplace is a
critical task that no business should take lightly. Furthermore, many academics agree that service
quality can be divided into two major dimensions (Gronroos c. , 1984); (Lehtinen, 1982).
(Parasurman A, 1985,1988) Refer to the first as "outcome quality,” and (Gronroos c. , 1984)
refer to the second as "technical quality.” However, the first dimension is concerned with what
the service provides, whereas the second dimension is concerned with how the service is

delivered: the process that the customer went through to arrive at the service's outcome.

Assuming that only consumers evaluate quality, another definition of service quality is "a

judgment about a service's overall excellence or superiority™ (Schneider, 2004). Users'
7



perception is used in this case to assess the organization's level of service quality because, as
(Schneider, 2004) noted, "Service quality judgments were viewed as global evaluations that were
composites of consumers' experiences with an organization (global-level evaluation)”. Over the
past 15 years, there has been a lot of research done on the subject of measuring service quality.
According to (McCleary and Wearer, 1982) study, the definition of good service is based on the
recognition of measurement behaviors that matter to customers. (Zemke and Albrecht, 1985)
Identified systems and strategies for managing service and proposed that service plays a

significant role in defining a restaurant's competitive strategies.

Contrarily, the SERVQUAL scale, created by (Parasurman A, 1985,1988), became the most
widely used tool for assessing service quality. The reliability, tangibles, responsiveness,

assurance, and empathy were identified as the five main components of service quality.

SERVIQUAL is designed to act as a diagnostic methodology for identifying numerous areas of a
company's service quality weaknesses and strengths. The SERVIQUAL instrument generates a
systematic, multi-stage, and interactive process that develops from the determined dimensions

and items that relate to the particular businesses and industries (Zeithaml V. , 1988).

The SERVIQUAL instrument is made to be used in any type of service industry and offers a
basic framework through its expectation / perceptions format, which includes statements for each

Reliability

— Assurance

of the five dimensions (Parasuraman el al, 1988).
Figure 2.1: Five Key Service Dimension of the SERQUAL model

Service Expectation

4 )
Customer Received ————— Tangibles
Satisfaction service Quality

\- / Service Performance l Empathy

Responsiveness




Source: (Parasurman A, 1985,1988) and Own Design
2.2.2 Service Quality Dimensions
The classification of service quality dimensions is significant because each one presents distinct
techniques that enable managers of service firms understand the significance of each dimension
and its impact on customer satisfaction. (Filipa Fonseca, 2010). According to the researchers,
buyers do not perceive quality in a unidirectional manner, but rather rate quality based on a
variety of contextual elements. The Specific dimensions of service quality have been identified

though the pioneering research of (Parasurman A, 1985,1988).

The five dimensions of service quality

Reliability: It is the capacity to reliably and precisely provide the promised service.
(Parasuraman, Zeithaml, & Berry, 1991) Reliability has continuously been found to be the most
critical factor of service quality perceptions. In its broadest meaning, dependability implies that
the organization keeps its promises. Promises on the provision of delivery services, problem
resolution, and cost. Customers like to do business with organizations who meet their promises,
especially those about service results and key service qualities. Customers' expectations of
dependability must be understood by all businesses. (Manyi, 2011).

Responsiveness: is the desire to assist clients and offer fast service. (Parasuraman, Zeithaml, &
Berry, 1991), A business must make sure to examine the process of providing services and
managing customer requests from the customer's perspective rather than from the company's
perspective. The customer's expectations for speed and promptness may differ greatly from the
standards for speed and promptness that represent the company's perception of internal process
requirements. Companies need adequately staffed customer service departments in addition to
responsive front-line personnel in all interaction roles if they want to distinguish themselves

from competitors through response. (Manyi, 2011).

Assurance: its expertise, politeness, and capacity to engender confidence (Parasuraman,
Zeithaml, & Berry, 1991). To understood to be the ability of a corporation and its personnel to
engender trust and confidence. The aspects are probably going to be especially crucial for



services that customers see as high risk and/or for which they lack confidence in their capacity to
assess outcomes. Credibility, security, competence, and civility are included in assurance as

measurement scales. (Manyi, 2011).

Empathy: it is providing clients with thoughtful, individualized attention. (Parasuraman,
Zeithaml, & Berry, 1991) Treating each client individually. The kind, individualized attention a
business gives its consumers is what is referred to as empathy. Expressing to customers that they
are special and distinct through personalized service is the essence of empathy. Customers need
to feel valued and understood by the businesses that serve them. Small service organizations
frequently have employees who are familiar with customer needs and performance. The small
firm may clearly benefit while competing with larger firms because of its capacity for empathy.
(Manyi, 2011).

Tangibles: appearance of the buildings, the equipment, the people, and the written contents
(Parasuraman, Zeithaml, & Berry, 1991). The physical appearance of buildings, machinery,
people, and communication materials. All of those offer tangible examples or visuals of the

services, which clients, especially new ones, would use to gauge quality. (Manyi, 2011)

2.2.3 Customer’s expectations
Consumers assess the value of marketing offers and use these assessments to guide their
purchasing decisions. How well a product meets a customer's expectations affects how happy
they are with their purchase? The importance of having reasonable expectations is something
that marketers must keep in mind. They run the risk of pleasing the customers but failing to draw
in enough new ones if they lower their standards. But if they set their expectations too high,
buyers might be disappointed. (Parasuraman et al, 1985). Customer expectations will be formed

or influenced as a result of many factors.

Factors that affect customer expectation
Personal needs
Customers have what they see as a set of essential personal needs that they anticipate the service

will meet. These will undoubtedly differ from service to service and, more importantly, from

10



customer to customer. It will be challenging to design an effective service due to the service's

insufficient understanding of these personal needs. (Mik, 1999).

Previous experience

Some clients will "repeat” certain services. Clients in the sense that they have previously used
this service. Their expectations for future service will be influenced in part by their prior
customer experience. One client, for instance, might have low expectations due to unsatisfactory
service in the past. Because of the high service quality the previous time, another person might
have high expectations. Customers, however, may also draw on their prior interactions with other
businesses in this situation. (Mik, 1999).

Word of mouth communications

Customers' expectations will be influenced by word-of-mouth recommendations about the
service and the provider, in part. This is actually in reference to communication coming from
sources other than the service provider. In this context, sources like friends, family, coworkers,
and experiences come to mind immediately. The media may also serve as a platform for such

communication. (Mik, 1999).

Explicit Service Communications
Explicit service communications are statements made by the service itself that are related to the
service. Such claims may be made by service personnel or by the service itself in leaflets,

advertisements, and marketing collateral. (Mik, 1999)

Implicit Service Communication

The customer may draw conclusions about the quality of the service from implicit service
communication. From a service management standpoint, it is obvious that it is crucial to know
the main factors affecting your customers' expectations. Equally crucial is figuring out how the
service's formal and informal communications might affect customers' expectations of service.
(Mik, 1999)

11



2.3 Theoretical Frame work

2.3.1 Gronroos Model

According to this model, there are two dimensions to how well a service is received by
customers: a technical or outcome dimension, which refers to what the customers receive, and a
functional or process-related dimension, which refers to how the process and customer
experience are perceived. Technical quality and functional quality are the names given to these
two. Functional quality describes how the service employee provides the service; technical
quality refers to what the service provider delivers during the service delivery. According to
Gronroos' hypothesis, the process dimension or functional quality may frequently be more
important to consumers' perceptions of overall quality as long as the outcome or technical quality
is acceptable. The two service quality dimensions are only a small part of the quality perception
process. When the actual quality meets or exceeds the customer's expectations for the quality,
this is when good perceived quality is attained. This means that if customers have unrealistically
high expectations, even if the experienced quality is good, the overall perceived quality may still
be low. In contrast, if the customer has very low expectations, the overall perceived quality may
be high even if the experienced quality is not very good. (Suzana & Velida, 2012).

Figure,2.2 Gronroos Model

Expected /Per(®

Service service quality

Perceived
Service

Traditional Marketing activities
(advertising, field selling, PR, Pricing)
and external influence by traditions,

ideology and word of mouth Image
Technical Functional
Quallty Quallty

Source: (Gronroos c. , 1984)
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2.3.2 Gaps Model of Service Quality

The authors (Parasuraman et al, 1985) have produced a substantial amount of work on service
quality. According to them, the degree of discrepancy between customers' expectations or desires

and their perceptions is known as "perceived service quality."

Gap 1 between management expectations and consumer perception - There is a discrepancy
between what customers expect from the service they receive and what businesses are aware of.
The expectations of customers are in line with many executive perceptions of what constitutes
high-quality services. However, there is a disconnect between executive perceptions and what
customers expect. In essence, executives of service firms might not always be aware of the
features that consumers associate with high quality and the levels of performance required to
meet those features. This ignorance could influence how consumers perceive quality.

(Parasuraman et al, 1985)

Gap 2 Management perception-service quality specification gap — A business may accurately
understand the needs of its customers, but it may not have established a defined performance
standard. This might be the result of resource and market limitations, which management
occasionally perceives as being unreasonable, or both. The absence of total management
commitment conditions to service quality is another factor contributing to the discrepancy
between expectations and the actual set of specifications established for a service. In other
words, there may be a discrepancy between management's perceptions of customer expectations
and the actual specifications established for a service due to a number of factors, including
resource constraints, market conditions, and/or management indifference. Consumers'

perceptions of quality are impacted by this discrepancy. (Parasuraman et al, 1985)

Gap 3 The difference between the service quality specifications and the actual service
delivery is known as the service delivery gap. Even when standards for providing services
effectively and treating customers fairly exist, providing high-quality services may not be a

given. Managers understand that employee performance cannot always be standardized and that
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employees have a significant impact on how customers perceive the quality of a service.

(Parasuraman et al, 1985)

Gap 4 This is essentially a gap between what you deliver and your external
communications in terms of service delivery. Consumer expectations can be impacted by a
company's communications and media advertising. If consumer perceptions of service quality
are significantly influenced by expectations, the business must be careful not to communicate
any promises that it cannot keep. When promises are made that cannot be kept, initial
expectations are raised but subsequent perceptions of quality are lowered. (Parasuraman et al,
1985)

Gap 5 Expected services - perceived service gap: How well a consumer perceives a service
depends on the size and the direction of the difference between what is expected and what is
actually received. Meeting or exceeding customer expectations is essential to providing high-
quality services. How consumers evaluate high and low service quality depends on how the
actual service performance compares to their expectations. (Parasuraman et al, 1985).

Managers can better understand what customers actually expect from a particular service with
information on customer expectation levels. Similar to this, knowledge of service quality gaps
can assist managers in determining the best areas for performance improvement. The idea of
gaps scores is undoubtedly helpful for a service manager because it informs them of customer
expectations, perceptions of the service they received, and any discrepancies between the two.
The use of such service quality metrics enables managers and other stakeholders to comprehend
the service's comparative performance across these metrics. (Mik, 1999)

Generally speaking, knowledge of service quality gaps can assist managers in determining the

best areas for performance improvement. Prioritizing performance improvement is made easier

by determining the biggest negative gaps and the areas with the highest expectations.
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Figure: 2.3 Service quality Gap model
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2.3.3 SERVQUAL

The idea behind SERVQUAL, a tool for measuring service quality, is that the most important

factor in determining how well a service is provided to customers. It is operationalized in terms

of how expectations and results relate to one another. It is widely accepted that customers
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evaluate service quality by comparing expectations with perceptions of the service they receive.
(Gronroos, 2004).

Retailers can use SERVQUAL, a brief multiple-item scale with good reliability and validity, to
better understand customer service expectations and perceptions and, as a result, provide better
service. The tool has been created to be usable across a wide range of services. As a result, it
offers a framework through its expectation/perceptions format that includes statements for each
of the five service quality dimensions (revealed that the consumer evaluation criteria for service
quality fit ten potentially overlapping dimensions). These factors included: access,
understanding/knowledge of customers, competence, reliability, responsiveness, communication,

credibility, security, and courtesy. (Philip & Shirley-Ann, 1997).
2.4 Service Quality and Customer Satisfaction

The customer's perception of the results of an evaluation process that compares what they
received from the service and the product to expectations is known as satisfaction. The majority
of experts concur that while service quality is an attitude formed by a long-term, comprehensive
evaluation of a performance, customer satisfaction is a short-term, transaction-specific measure.
The ideas of customer satisfaction and service quality are unquestionably intertwined. Some
people think that customer satisfaction affects how well a service is perceived, while others think

that customer satisfaction affects how well a service is perceived.

In a customer-based approach quality means the best satisfaction of consumers’ preferences
(Yarimoglu, 2014). In addition, the connection between customer satisfaction and service
quality, as well as how these two ideas relate to consumers' buying habits, is still not fully
understood. (Cronin J. & Taylor, 1992).

A comprehensive customer evaluation of a specific service and the degree to which it meets their
expectations and provides satisfaction can be understood as the other definition of service
quality, which is how businesses meet or exceed customers' expectations. (Al-Jazzazi A. &
Sultan, 2017). Accordingly, a "performance-gap,” as it is known, is a negative discrepancy

between perceptions and expectations that results in customer dissatisfaction, whereas a positive
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discrepancy results in customer satisfaction (Kumbhar, 2012).

According to (Rauch et al., 2015), The management of a company must assess how well it
performs in relation to both the expectations of its customers and the performance of other

businesses in the same sector.

According to (Rauch et al., 2015), The management of a company must assess how well it
performs in relation to both the expectations of its customers and the performance of other

businesses in the same sector.

2.5 Empirical Review

In the literature, (Bolton R. & James H., 1994) . have given the relationship between customer
satisfaction and service quality a lot of attention . (Timothy A. , 2012) Studied customer
satisfaction and banking services in the Nigerian banking sector. The findings demonstrate that
customer satisfaction is significantly and favorably impacted by service quality. He advises
service marketing managers to be aware of how customer satisfaction and behavioral intentions

are impacted by service quality.

Customer satisfaction rises with better service delivery, according to the findings of (Atalik &
Arslan, 2009), with the title "A Study to Determine the Effect of Customer Value on Customer
Loyalty In Airlines Companies Operating: Case of Turkish Air Travelers." Marketing has been
interested in determining the causal link between service quality and customer satisfaction for
well over a decade now. The battle cry of businesses attempting to compete in a recently

globalized market became customer satisfaction.

According to (Naeem Asma & igbal, 2009) a bank can set itself apart from rivals by offering top-
notch customer service. The quality of the banking services offered to customers has improved,
and it can be used as a key weapon to achieve service excellence and prevail in a market where
renown for service has become the basis for bank differentiation. In a competitive business
environment, banks strive to go above and beyond quality by offering distinctive banking

services that give customers a sense of satisfaction by exceeding their expectations.
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They need to know whether perceived service quality dimensions have an impact on customer
satisfaction or not in order to understand the effectiveness of the bank. They must also determine
which aspects of service equality have the greatest influence on customer satisfaction. (Suleiman,
2013).

In general, the majority of the reviewed literature demonstrates a trend whereby businesses are
paying close attention to raising service quality to gain a competitive advantage. The majority of
them also concur on the idea that providing quality service will lead to customer satisfaction,
which will then produce customer loyalty, increased sales, and financial success.

2.6 Conceptual framework
The conceptual framework below is developed on the basis of the literature review mentioned
above. Customer satisfaction and service quality are conceptualized as independent and

dependent variables.

Figure 2.4: Conceptual Framework of the study

Independent Variable Variable Dependent

Reliability

Tangibility

Customer
Satisfaction

Source; (Parasuraman et al, 1985)

18



CHAPTER THREE
Research Design and Methodology

This chapter explains the methodological approach used when conduct the research. The
research design, sampling techniques, tools of data collection, and procedure of data collection

and methods of data analysis explain.

3.1 Research approach

According to (John, 2014), research approaches are plans and the procedures for research that
span the steps from broad assumptions to detailed methods of data collection, analysis, and
interpretation. The kind of research problem or issue being addressed, the researchers' individual
experiences, and the study's target audiences are all taken into consideration when choosing a
research approach. Qualitative, quantitative, and mixed methods research all have three main
approaches. If the goal of an investigation is to describe the strength of the relationship that

exists between the variables, a quantitative survey is the one to use.

Accordingly, this research has be conducted using quantitative research approach hence, it
examines effect of service quality on customer satisfaction and measures the relationship

between service quality and customer satisfaction in the case Bank of Abyssinia

3.2 Research Design

An important part of the research activity is to develop an effective research design which shows
the logical link between the data collected, the analysis and conclusions to be drawn. This design
satisfies the most suitable methods of investigation, the nature of the research instruments, the

sampling plan and the types of data.

The study expected to investigate on the assessment Customer’s perception on service quality in
case of Bank of Abyssinia in order to describe Service quality of Bank of Abyssinia descriptive
research and explanatory research. The primary goal of this research is to investigate the impact
of service quality on customer satisfaction at Bank of Abyssinia in order to identify the impact,

nature of the cause, and relationship between service dimensions and customer satisfaction.
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3.3 Target Population

The population of the study consists of all customers of Bank of Abyssinia, specifically under
District of central Addis grade two branch customers. As of December 30, 2022, the total
number of account holder in the district of two branches in Ras branch and Genet Branch was
40,800. These were account holder of the district were the total population of the study. The
reason why this study select or focus on central Addis districts is the type of banking serves like
depositing, withdrawing, transferring, for exchange remittance and other bank service are
providing. So that the customer have been exposed to the same banking service from any
branches of the bank of Abyssinia. In addition, to this due to the central Addis district for the
researcher environment more near in this district. It helps to collect reliable data and produce
reliable finding.

3.4 Sample Size

Sample size determination is the act of choosing the number of observations or replicates to
include in a statistical sample (Peck, Olsen, & Devore, 2008). Considering the size, as well as the
time, it is difficult to collect data on the whole population of the customer. Thus, to avert such
constraint the researcher use sample from the whole population. Whenever it is not possible to
access the entire population, it is possible to collect data from sample and use the behavior
within the sample to infer things about the behavior of the population. According to (Yamane,
1967), indicated that the following sample size determination formula and also this study will a
play the formula;

n=N/1+N (e) 2
Where: n=sample size
N=total population that is 40,800
e=is the error term, at 5 %
n=N
1+N(e)2
n=40,800/1+40,800 (0.05)2=396.11
Therefore, the sample size of the study is approximately 396.11
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3.6 Sampling Techniques

According to (John Hafiz Raeside and White, 2007) sampling is the process or technique of
choosing a suitable sample in order to ascertain the parameters or characteristics of the entire
population. Non-probability sampling as it is also known, will be used in this study. It will be
more appropriate to use sampling techniques for this reason. Since it will allow the researcher to
choose the sample based on his judgment, there are certain qualities that must be present in the
sample element for this study.

3.7 sources of data
The data used to conduct this study primary data. In this study Primary sources used in soliciting

information for the study.

3.6.1 Primary data
Primary data for this study obtained from a structured self-administered questionnaire. The data
will be collected in the form of questioners. These questioners are analyzed and conclusions will
be drawn from the analysis about the level of service quality provided by bank and its customer

satisfaction.

3.8 Instruments of Data Collection

The research instrument was a questioner. The closed ended questions helped to get definite
answers and use for simplicity. The scale of measurement for the study has interval scale. An
interval scale of measurement was based on order interval that has equal length and the zero
value was arbitrary. Five points Likert scale would administer which include weights and: 1=

very dissatisfied 2= dissatisfied 3= Neutral 4= Satisfied 5= Very satisfied for perception.

3.9 Reliability and Validity

The term 'reliability’ refers to a concept used for testing or evaluating quantitative research,
though the concept is frequently applied to all types of research. The quality of any qualitative
study is the most important test. Reliability is a concept used to evaluate quality in quantitative
studies with the goal of "explaining,” whereas quality is used in qualitative studies with the goal
of "generating understanding” (Stenbacka, 2001).
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Cronbach's alpha coefficient was used to estimate data reliability in this study. Cronbach's alpha
is the most popular and widely used technique in the behavioral sciences for estimating the
reliability or internal consistency of assessments and questionnaires. Appraisers and researchers
must estimate this amount in order to add validity and accuracy to their data interpretation. It is
denoted by a number between 0 and 1. A value of 0.6 or less indicates poor internal consistency
and reliability (Bollen, 1989).

Table 4.2: Result of reliability analysis for the questionnaire

Dimension of service quality No of items Cronbach’s alpha
Assurance 5 0.810
Tangibility 5 0.773
Reliability 7 0.792
Responsiveness 5 0.798
Empathy 5 0.775
Overall reliability analysis Cronbach’s alpha 0.849

Source: own study result

3.10 Methods of data analysis

The data collected through the questionnaires was analyze using the Statistical Package for
Social Sciences (SPSS, 2020), Microsoft office Excel as well as descriptive and inferential
analyses was conduct. From descriptive statistics mean used and from inferential statistics and

multiple regressions was employed.

3.10 Ethical considerations

Customers' consent is sought since the researcher will use customer data that will be gathered
through a questionnaire. The respondents will be instructed not to enter their names on the
questionnaire in order to protect the anonymity of the information they offer, and they will be
guaranteed that their answers will only be used for academic purposes. In order to encourage
respondents to engage in the study and provide essential information about the company under
study, a brief description of the study's main goals or purpose will be made evident in the
questionnaire's introduction. Last but not least, participants were chosen for the study based on

their free will.
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CHAPTER FOUR

Data Interpretation and Analysis

This chapter presents and analyzes data that was collected using a structured questionnaire.

Descriptive statistics were used to present the data collected regarding the respondents'

demographic traits and background information as well as frequency, mean, and standard.

Following that, inferential statistics SPSS 25 version. Were used to present the correlation and

multiple linear regression analysis of the questionnaire response.

4.1 Respondents Profile

The total number of structured questionnaires issued to Bank of Abyssinia customers was 396.

Out of the 383 surveys issued, 383 were properly completed, returned, and analyzed. However,

13 questions were not responded. As a result, the study's response rate was 96.7%. The

demographic information of the respondents is shown below.

Table 4.1 respondent Profile

Variable Category Frequency Percentage
Sex Male 217 56.7
Female 166 43.3
Total 383 100
Age 20-30 82 214
30-40 172 44.99
40-50 77 20.1
Above 50 52 13.6
Total 383 100
Education Level Primary school 29 7.6
Secondary school 32 8.4
Certificate or diploma | 57 14.9
First Degree 207 54.0
Master’s Degree and | 58 151

above
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Total 383 100

How long have you | 1-5 years 141 36.8
using the bank service | 5-10 years 124 324
from bank Abyssinia 75775 years 67 175
Above 15 years 51 13.3

Total 383 100

How frequently you | 1-4 times 188 49.1
are visiting the bank | 4-10 times 111 29.0
for service per month yao e than 10 times | 84 21.9
Total 383 100

Source: Own survey

According to table 4.1 above, the demographic characteristics of the respondents for this
research are as follows with regard to sex: 56.7% of the respondents were men, and the
remaining 43.3% were women, indicating that men made up the majority of the respondents. In
terms of respondents' ages, it was discovered that 20.1% of respondents were between the ages
of 20-30 years, 44.99% were between the ages of 30-40 years, 20.1% were between the ages of

40-50 years, and 13.6% were classified as being older than 55 years.

Regarding demographic information regarding educational background, 7.6% of respondents fell
into the category of primary school graduates, 8.4% of respondents held a secondary school
diploma, 14.9% of respondents held a certificate or diploma, 54.0% of respondents held a first
degree, and the remaining 15.1% of respondents held a master's degree or higher. This shows
that the respondents have a solid educational foundation and can comprehend the questions

posed to them in a well-structured questionnaire designed to research the topic.

According to the results of the question "How long have you been using the Bank of Abyssinia
service?" as shown in the above table 4.1 and Figure 4.1 below, 36.8% of customers used the
service for 1-5 years, 32.4% for 5-10 years, 17.5% for 10-15 years, and 13.3%, or the majority of
customers, used the bank for more than 15 years.
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Regarding the responses to the question of how often you visit the bank for service each month,
as shown in table 4.1 above, 49.10% of customers used the service 1-4 times in a month , 29.0%
of customers used the service 4-10times in a month, and 21.9% of customers knew the bank well

enough to use the service more than 10 times a month.

4.2. Descriptive of Service quality dimensions

In section, the mean and standard deviation of the data were examined in the section on
descriptive statistics. By providing succinct descriptions of the sample and data measures,
descriptive statistics aid in describing and understanding the characteristics of a particular data
set. Peck, et al. (2008) state that the mean value in this study indicates the average of all
customers' responses on specific parameters. The standard deviation, on the other hand, indicates
the diversity of the respondents' responses; that is, if the standard deviation is low, it means that
the respondents’ responses reflect a range of opinions, and if it is high, it means that the

respondents' responses reflect a wide range of opinions. They also establish the mean values.
According to the Likert Scale's comparison criteria, a low mean value is one that is less than
2.99, a moderate mean value is one that is between 3.00 and 3.49, and a high mean value is one

that is greater than 3.50.

Table 4.2 Descriptive Statics

Description Mean Standard
Assurance 4.213 0.64037
Tangibility 4.328 0.59192
Reliability 4.202 0.56111
Responsiveness 4.207 0.55790
Empathy 4.178 0.64030

Source: Own survey
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As shown in Table 4.2 above, the mean value of assurance was 4.213 with a standard deviation
value of (SD=0.64037). This value indicates that the majority of respondents responded on the
statements of assurance dimension questions that were the behavior of the bank's employees
helps build the customers' confidence, employees of the Bank of Abyssinia are consistently well-
mannered with customers, they make customers feel safe in transactions, and they also have the

knowledge of the bank's policies.

The sample respondent of this study was satisfied and thought that Bank of Abyssinia was
modern looking and appropriate for the service when it came to the questions raised for
describing the tangibility that were the availability of the modern equipment, visually appealing
facilities, Employees who have a neat, professional appearance, and visually appealing materials
associated with the service. As can be seen from table 4.2, the mean tangibility value was 4.328
with a standard deviation of 0.59192.

Regarding the reliability statistics' mean scores, which are shown in Table 4.2 above, the mean
score was 4.202 with standard variations (SD = 0.56111), which suggests that the statements
used in this study to describe the Bank of Abyssinia's customer reliability scored highly on
average. This refers to Abyssinia's financial services and its goods, which include prompt service
delivery, timely information dissemination, the maintenance of customer information, and

fulfillment of service commitments.

According to Table 4.2, respondents' responses to the questions on responsiveness posed for the
research, the mean value was 4.207 with a standard deviation of (SD=0.55790). This signifies
that the respondents to the study's sample were extremely satisfied with the responsiveness of
Bank of Abyssinia workers, as indicated by the statements that were included in the questioner to

describe the responsiveness, which is one of the dimensions of service quality.

Table 4.2 above demonstrates that the mean values of empathy were 4.178 with a standard value
(SD=0.64030), indicating that respondents' responses to the statements that Bank of Abyssinia
employees give customers personal attention, have convenient hours for all of their customers,
have their needs in mind when making decisions, and understand those needs, were in the high

range mean.
26



4.3 Correlation Analysis

A statistical indicator of the strength of the association between the relative movements of two

variables is the correlation coefficient, or r. The range for the value of r is -1.0 to 1.0. Perfect

negative correlation is shown by a correlation of -1.0, and perfect positive correlation is shown

by a correlation of 1.0. A correlation of 0.0 indicates that there is no relationship between the two

variables' movements. (2014) Creswell J.

Table 4.3 Correlation coefficient for all service quality dimensions with customer satisfaction

Correlations

Assurance | Tangibility | Reliability Responsiveness | Empathy | Satisfaction
Assurance Pearson 1
Correlation
Sig. (2-tailed)
N 383
Tangibility Pearson 632" 1
Correlation
Sig. (2-tailed) .000
N 383 383
Reliability Pearson 357 415 1
Correlation
Sig. (2-tailed) .000 .000
N 383 383 383
Responsivenes Pearson 394" 4787 517 1
S Correlation
Sig. (2-tailed) .000 .000 .000
N 383 383 383 383
Empathy Pearson .385™ 560" 6317 491" 1
Correlation
Sig. (2-tailed) .000 .000 .000 .000
N 383 383 383 383 383
Satisfaction Pearson .345™ 583" 488" 556" 587" 1
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 383 383 383 383 383 383

**_Correlation is significant at the 0.01 level (2-tailed).

Source: survey data
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The following correlation analysis was carried out to assess the strength of the two variables,
both of which were dependent on one another. According to the analysis's findings, which are
presented in table 4.3 below, customer satisfaction has a strong positive relationship with each of
the service quality dimensions: Tangibility, Reliability, Responsiveness, Assurance, and
Empathy. As a result, we can draw the conclusion that there is a strong and positive correlation
between customer satisfaction and service quality dimensions, and that any improvement in any

of these dimensions will help to raise customer satisfaction.

4.3 Regression Analysis

One of the statistical techniques used to estimate relationships between a dependent variable and
one or more independent variables is regression analysis. Regression analysis, specifically,
enables one to comprehend how any one of the independent variables, while being constant for
the other independent variables, affects the average value of the dependent variable
(Bhattacherjee, 2012).

4.3.1. Assumption of Regression test

For the purposes of maintaining the reliability of the research's findings and the validity of the data, the

following traditional linear regression model assumptions are stated in this section.

L The Errors Have Zero Mean (E (e) = 0)

Creswell (2014) states that adding a constant term to the regression equation will increase accuracy. For
this reason, the regression model employed in this investigation includes a constant term. As a result, the

premise that errors have zero mean (E(e) = 0) is proven to be true.

1L Normality Test

The following histogram was used to test the normality assumption. This test is used to
determine how the variables are distributed, and the histogram below demonstrates that the

variables had a normal distribution.

Figure 4. 1. Histogram regression of standardized residual of Service quality and customer
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11 Linear Assumption test

To verify the linear relationship between the dependent and independent variables, this supposition is

used. The linearity of the dependent and independent variables is depicted in the scatterplot graph below.

Figure 4.2

Normal P-P Plot of dependent variable customer satisfaction
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Dependent Variable: CSAVERAGE

Expected Cum Prob

T T
0.0 oz 0.4 [a =] 0.8 1.0

Observed Cum Prob

29



Source: own survey

IV. Multicollinearity Test

A multicollinearity test is performed using (VIF). A multicollinearity test In general, if the VIF

of a variable is greater than 10, there will be a significant multicollinearity problem.

Table 4.4: Multicollinearity assumption test

Model Collinearity Statistics
Tolerance VIF
1 Assurance 584 1.711
Tangibility 467 2.140
Reliability 540 1.853
Responsiveness | .633 1.579
Empathy 486 2.059

Source: survey data,
The VIF values for each variable are all lower than 10, according to the aforementioned table

4.4. Thus, this study meets the multicollinearity assumption.

4.3.2 Regression Result

4.3.2.1 Effect of service quality on customer Satisfaction

The regression analysis model, which is shown in table 4.4, was created in order to ascertain the
effects that the five dimensions of service quality had on customer satisfaction. In this study,
there was a significant and positive regression between the dependent variable and the combined
five independent variables. According to the results in the table, there is a significant correlation
between service quality and customer satisfaction (R=0.708, p 0.05), which suggests that
customer satisfaction is assessed using the five service quality dimensions of empathy,

assurance, responsiveness, reliability, and tangibility.

Additionally, the model summary's Table 4.4 shows that the Durbin-Watson value is 1.951,

which denotes a high autocorrelation value. The Durbin-Watson statistic will always be in the
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range of 0 and 4. A value of 2.0 indicates that there is no evidence of autocorrelation in the
sample. According to James and Geoffrey (1950), who were cited by Alemu A in 2019, values
between 0 and less than 2 indicate positive autocorrelation, while values between 2 and 4
indicate negative autocorrelation. As a result, the study's Durbin-Watson value of 1.951 indicated
a positive autocorrelation.

Table 4.4 Model Summary

Model |R R Square Adjusted R | Std. Error of the Durbin-
Square Estimated watson
1 .708? 501 495 .30905 1.951

Source: survey data,
R2 is a measure of the explanatory power of the regression equation and ranges from 0 to 1,
where it indicates how much the independent variable explained the dependent variable. (Peck,
Olsen, & Devore, 2008). Table 4.4 above demonstrates that the value of R square is 0.501. This
value suggests that the independent variables (tangibility, reliability, responsiveness, assurance,
and empathy) explained the dependent variable by 0.501 or that the service quality (service
quality) explained customer satisfaction by 50.1%. Multiple linear regression analysis is used in

this study to investigate the impact of service quality on client satisfaction at Bank of Abyssinia.

4.3.2.2 ANOVA

The analysis of the ANOVA data suggests, as shown in table 4.8 below, that there is a strong
positive regression that is significant due to the value of r=0.000, which is 0.05.This suggested
that the independent variables basically all four service quality dimensions Assurance,
Tangibility, Reliability, Responsiveness, and Empathy have a strong, significant impact on

customer satisfaction.

Table 4.5 ANOVA
Model Sum of df Mean square F Sig.
squares
1 Regression 36.204 5 7.241 75.809 .000°
Residual 36.009 377 .096

31




Total 72.213 382

a. Dependent Variable : Satisfaction
b. Predictors: (constant ), Empathy, Assurance, Responsiveness, Reliability, Tangibility

Source: survey data,

4.3.2.3 Coefficients

The individual effects of the four independent service quality dimensions, namely empathy,
assurance, responsiveness, reliability, and tangibility handling, on customer satisfaction are
shown in Table 4.6 below. The coefficients sections of the regression part help us identify which
of the five independent variables is most useful in describing the variation in customer
satisfaction. Accordingly, the higher the beta value, the more significant the influence on the
dependent variables. Out of the five variables that make up the service quality dimensions,
commitment had the highest Beta value. As a result, in terms of explaining customer satisfaction,
Tangibility, with a beta value of 0.348, is more important than the other three independent
variables. Additionally, responsiveness (beta = 0.265), empathy (beta = 0.264), assurance (beta =
0.105), and reliability (beta = 0.088) all significantly contributed to explaining customer
satisfaction, respectively.

Table 4.6 coefficients’

Model Unstandardized coefficient Standardized t Sig.
Coefficients
B Std. Error Beta
(constant) 1.759 150 11.756 .000
Assurance 071 .032 105 2.213 027
Tangibility 256 .039 348 6.540 .000
Reliability .068 .038 .088 1.782 .076
Responsiveness .206 .036 .265 5.797 .000
Empathy 167 035 264 4.723 .000

Source: survey data,
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As shown in Table 4.6 above, reliability, responsiveness, assurance, and empathy are all
independent variables that have a positive correlation with customer satisfaction at Bank of
Abyssinia and are statistically significant at 5% to explain customer satisfaction at Bank of

Abyssinia.

The following regression model equation will be discussed as the regression analysis result to
show how each service quality dimension affects or influences customer satisfaction: Customer
satisfaction is calculated as follows: Satisfaction = 1.759 + 0.071 Assurance + 0.256 Tangibility

+ 0.068 Reliability + 0.206 Responsiveness + 0.167 Empathy + e

4.3.3 Regression Analysis of Assurance and Customers satisfaction

Given that assurance has a P value of 0.05 in the regression analysis on Table 4.6 above, we can
conclude that there is a statistically significant positive link between assurance and customer
happiness. 0.071 is the assurance coefficient. The average rise in assurance will boost customer
satisfaction with Bank of Abyssinia by 7.1%, assuming all other factors remain unchanged.
Therefore, based on the findings, it is clear that the organization need to work and ensure
assurance has a big impact on customer happiness. This outcome is consistent with that of
(Parasuraman, Zeithaml, & Berry, 1991), who investigated the relationship between service
quality and customer satisfaction and came to the conclusion that assurance affects consumer
satisfaction. Therefore, the more the bank invests in its employees' knowledge, talent, and

capacity to service customers with confidence, the more delighted the consumer will be.

4.3.4 Regression Analysis of Tangibility and Customers satisfaction

Regression analysis revealed, as shown in table 4.6, that there is a statistically significant and
favorable link between tangibility and customer satisfaction. 0.256 is the tangibility coefficient.
This suggests that other factors remaining constant will cause the average rise in tangibility to
boost customer satisfaction with Bank of Abyssinia by 25.6%. Thus, it is clear from the findings

that tangibility has Satisfied on customer happiness .This result is consistent with the findings of

33



the (Manyi, 2011) study, which looked at the relationship between service quality and customer
happiness. They show that tangibility has an impact on customer satisfaction. As a result, the
consumer is also satisfied more the bank invests in its physical facilities, equipment, technology,
and staff appearance to meet the needs of its clients.

4.3.5 Regression Analysis of Reliability and Customers satisfaction

Since the P value is less than 0.05 and there is a positive correlation between reliability and
customer happiness, it is clear from table 4.6 above that reliability has a significant impact on
customer satisfaction. The dependability coefficient is 0.068. This suggests that if all other
factors remain unchanged, an average increase in reliability will result in a 6.8% rise in customer
satisfaction with Bank of Abyssinia. Thus, it is clear from the findings that dependability
significantly affects consumer happiness. This finding is consistent with (Timothy A. , 2012)
earlier research, in which he explored the relationship between banking services and customer
satisfaction in the Nigerian-banking sector and provided evidence that reliability influences
customer satisfaction with bank services. Therefore, the bank should make more investments to
increase its capacity to deliver the promised service stably and accurately so that the degree of

client satisfaction rises.

4.3.6 Regression Analysis of Responsiveness and Customers satisfaction

The responsiveness P value is less than 0.05, and the responsiveness coefficient shows a positive
correlation between responsiveness and customer satisfaction (see regression analysis table 4.6).
The response coefficient is 0.206. This suggests that if all other factors stay the same, an average
increase in responsiveness will boost customer satisfaction with Bank of Abyssinia by 20.6%. As
a result, it is clear from the findings that responsiveness significantly affects customer
satisfaction. This finding is in line with that of (Parasuraman, Zeithaml, & Berry, 1991), who
studied "Perceived service quality as a customer-based performance measure” and discovered
that a company should always look at the process of providing services and managing customer
requests from the customer's perspective rather than from the company's perspective.. he greater
the bank’s investment in its employees' capacity to assist clients and respond to their inquiries,
the better.
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4.3.7 Regression Analysis of Empathy and Customers satisfaction

Since the P value for empathy is less than 0.05, there is a statistically significant positive
correlation between empathy and customer satisfaction, as shown by the regression result of
empathy shown in Table 4.6 above. When we see, the empathy coefficient is 0.167. This
suggests that assuming other factors stay the same, an average rise in empathy will enhance
customer satisfaction with Bank of Abyssinia by 16.7%. As a result, it is clear from the findings
that empathy significantly affects consumer satisfaction. The findings of this study were
consistent with those of the previous researcher, (Suleiman, 2013), who conducted research to
determine how service quality affected customer satisfaction and came to the conclusion that
empathy was a key determinant of client satisfaction. Therefore, customer satisfaction increases

as a result of the bank's care and attention to each individual customer.
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CHAPTER FIVE

Summary of finding; conclusion and
recommendation

5.1. Summary of Finding

The main goal of the study was to evaluate or look into the relationship between customer

satisfaction and service quality in a sample of two branch banks operated by Bank of Abyssinia

Addis Ababa in central Addis district. The study used a questionnaire with 383 sample

respondents who were conveniently chosen from branch banks.

Additionally, the Responsiveness, empathy and tangibility aspects of service quality were
found to be more appealing to customers, according to the results of the descriptive
statistical analysis. The outcome, however, shows that customers were not satisfied with
the, assurance, and Reliability. Customers were complaining about poor service and the
banks' inability to deliver it at the planned and promised time. Customers have expressed

their displeasure with the current Bank of Abyssinia performance.

The correlation analysis reveals a strong and positive correlation between customer
satisfaction and tangibility, Reliability, responsiveness, assurance, and empathy. The
results also show that responsiveness and customer satisfaction have the highest
correlation, while empathy and customer satisfaction have the lowest correlation.

The results of the multiple regression analysis demonstrated that, the five aspects of
service quality (Tangibility, Responsiveness, Reliability, empathy and assurance) have a

positive and noteworthy impact on customer satisfaction.

5.2. Conclusion

The main goal of the study is to use the SERVQUAL model to ascertain the impact of service

quality aspects on customer satisfaction at Bank of Abyssinia. The study's findings show that

customer satisfaction and all service quality parameters have a positive and significant link. The

following conclusions are reached in light of the data analysis and discussion of the findings:
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According to the data analysis, assurance has a p-value that is less than 0.05. This implies that
the influence on customer satisfaction is statistically significant, which means it has a
considerable impact. This suggests that the bank is providing answers to their clients' inquiries.
This demonstrates that Bank of Abyssinia pays attention to the requirement for clients to

continue to be satisfied.

The study of the data shows that tangibility has a p-value that is less than 0.05. This suggests that
tangible effects are statistically significant, which means they have a big impact on customer
satisfaction. This demonstrates that customers of the Bank of Abyssinia are happy with the

tangible assistance they receive from bank workers.

The p-value of the banks' reliability in this investigation is > 5%, according to the regression
results. Given that the p-value is less than 0.05, it is implied that dependability is statistically
significant and affects customer satisfaction. Dimensions of reliability and service quality This
study outlines how timely delivery of services or products, such as ATMs, bank statements, and
other information that is presented on time, keeps promises, and provides service, has an impact
on consumer satisfaction. In addition, emphasizes the importance of each bank customer in

maintaining customer happiness.

Since responsiveness' p-value was less than 0.05, the regression results showed that it has an
effect on customer satisfaction. This suggests that at Bank of Abyssinia, responsiveness affects

customer satisfaction.
Since the regression's p-value was less than 0.05, the results showed that empathy does in fact

affect customer happiness. This suggests that empathy has an impact on Bank of Abyssinia

customers' contentment.
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5.3. Recommendation

According on the study's findings, the researcher has provided the following recommendations

for each aspect of service quality:

Since the tangible quality has a big impact on customer happiness. According to the answers
given to the questions regarding the tangibility dimensions, office furnishings, parking, and
branch location are some factors that affect customer satisfaction and should be changed to better
suit the needs of the customer. As a result, the bank should work to make its physical facilities

and atmosphere more aesthetically pleasing to attract more customers.

The results of the study show that reliability significantly influences customer satisfaction. As a
result, the bank should shorten delivery times and clearly explain the status of any product or
customer support requests. Since a product requested by the customer, such as an ATM, is made
at the center, it can be challenging to predict the delivery time owing to many factors, therefore
they must keep their word as much as possible or inform customers if there is a delay and

provide individualized care.

According to the study's findings, responsiveness significantly affects customer satisfaction. As a
result, banks should continue to be attentive to their clients, but they also need to improve how
they store and disseminate information so that customers can get it whenever they want and

understand it.

The study's regression analysis showed that assurance significantly affects customer happiness.
As a result, the researcher advises the bank to pay special attention to providing training to its
staff in line with the transaction nature of the branches. The bank should be prepared with the
necessary expertise and update all of its materials appropriately in order to foster trust and
confidence.
According to the study's findings, consumer satisfaction is significantly impacted by empathy.
The bank should promote non-cash transactions and provide each customer their undivided
attention and time in order to better understand their unique demands. This will help the bank
build a loyal customer base.
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The study's overall conclusion is that the service quality factor at Bank of Abyssinia significantly
affects customer happiness. In order to achieve their customers' expectations and earn their
loyalty to the bank, the manager and staff of the bank should pay careful attention to all aspects
of service quality, especially the assurance and reliability dimensions. Future research on this
subject in the banking sector needs to take into account additional factors that have an impact on
customer satisfaction. To strengthen the research findings, additional studies will be conducted in

the future with a large number of respondents.
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Annex |

Normality test
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Regression Standardized Residual

Annex |1l

Scatterplot
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Annex |11

Normal P-P Plot of Regression Standardized Residual
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Annex IV
ST MARY'S UNIVERSITY

SCHOOL OF GRADUATE STUDIES

Questionnaire

Dear respondent,
| am Samrawit Endalkachew a post graduate student at St. MARY’S UNIVERSITY School of

graduate studies. Currently I am carrying out research for my master's thesis with a research title

of “Customer’s Perception of service Quality on Bank of Abyssinia”. The purpose of the study is

academic to make a partial fulfillment of Master Degree. Your genuine responses on this

questionnaire are valuable for the quality and validity of the data to be used in the course of this

study. Therefore, | kindly request you to voluntarily participate in filling out this questionnaire.

Thank you in advance for your cooperation.

Part I: Demographic characteristics

Instruction

w

No need to mention name on the questioner.
The questioner includes both open and close ended questions. Use the mark [] for the
close ended and a brief answer for the open one.
Sex

Male [ ]

Female [ ]
Age:

20-30[ 1]

30-40[ ]

40-50 [ ]

Above 50 [ ]
your educational level

Primary school [ ]

Secondary school [ ]

Certificate or Diploma [ ]

First degree [ ]

Master’s degree and above [ ]
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4. How long have you been using the Bank service from Bank of Abyssinia?
1-5Years[ ]
5-10 Years[ ]
10-15 Years [ ]
Above 15 Years[ ]
5. How frequent you are vising the bank for services per month?
1-4times[ ]
4-10 times [ ]
More than ten times [ ]
Part- 11: Questions related to determinants of service quality and customer satisfaction.
Directions: This part of the questionnaire intends to find your perception towards the service quality
of Bank of Abyssinia. Please tick the number which reflects your perception.
1=Strongly Disagree (SD),
2=Disagree (D),
3=Neutral (N),
4=Agree (A),
5=Strongly Agree (SA).

SN Assurance Level of agreement

SD D N A SA

1 | The behavior of employees of Bank of Abyssinia
helps build the confidence of the customers.

2 Customers of the Bank of Abyssinia feel safe in
transactions of the Bank

3 Employees of the Bank of Abyssinia are consistently
well mannered with customers.

4 Employees of the Bank of Abyssinia have the
knowledge to answer customers' questions

5 Generally, the Bank service at Bank of Abyssinia
creates assurance to their customer.

Tangibility

Availability of Modern equipment

Visually appealing facilities

Employees who have a neat, professional appearance

Al W N R

Visually appealing materials associated with the
service are attractive

48



Generally, the physical or materials facilities &
atmosphere of the Bank are suitable for its customer

Reliability

Employees of Bank of Abyssinia show sincere interest
in solving the problems you have as Customer

There is a timely delivery of banking services or
products & every information is communicated on the
right time

The service given at Bank of Abyssinia is always right
at the first time

Bank of Abyssinia always keeps its promise and
delivers what they have promised.

Bank of Abyssinia insists on error free records.

The Bank of Abyssinia is maintaining error-free
record

Generally, the reliability of bank of Abyssinia is create
satisfaction

Responsiveness

Information is kept or communicated in a way to be
easily obtainable or understandable by a customer at
any time.

Employees of Bank of Abyssinia give prompt service
to customers.

The Employees of Bank of Abyssinia are always
willing to help a customer.

The Employees of Bank of Abyssinia are willing to
accept feedback and comments on irregularities.

Generally, the Responsiveness of the bank of
Abyssinia

Empathy

Bank of Abyssinia gives customers individual
attention

Bank of Abyssinia has operating hours convenient to
all of its customers.

Bank of Abyssinia has employees who give customers
personal attention.

The employees of Bank of Abyssinia have their
customers’ “best interest at heart.

The employees of Bank of Abyssinia understand the
specific needs of their customers.
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Part 11 - Overall Customer Satisfaction question

SN

Satisfaction indicators Level of agreement

SD D N

A

SA

| feel safe and satisfied when | using the Bank service
from BoA

2 | The employees of Bank of Abyssinia has been giving
the bank service according to my expectations

3 | am satisfied associated with appealing materials in
BoA

4 | am satisfied with time it took to the delivered speed
of services by BoA

5 | am satisfied with the workwise and the capability of
the staffs at Bank of Abyssinia

6 | am satisfied with the overall the banking service at

Bank of Abyssinia

If you have any additional comments please state

Thank you so much for taking your time to fill this Questionnaire!
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Annex V

P+ MCLI RILNCA L

PEUZ °CP FTTUCT NF
mmMmePp
P+hN&FU ANFPT A PT
BU ®MLE P+HIBEM AL ARLPT ATSANTFE NPEA+ MCLI™ RIACAL PLUL oL
FRUCT NF NP ATLCID: PUA+HE 894 FIRUCT MIRP mGt BUT HIE ja-: Phg+
DPA AT PAIAI T DT NRINET ACNF AL PAFLMT ANTPEA ATPAPT j@-:: NHUTP
@At ALALP NTN ADG+ +ACMPA: ACAPIR NHU mTF AT8A+L ATRZM- PaAM-
TAAUPT DT a8 AMG+ @MFM7F NMIR ANEAL ARUPRY NAD)THA CPMEekT NMIPP
AT89°A NARNCT AMEPAL: +ATRP NACAP N1 &PLATF AR P+aDALt jd-:
NAOATE PIAM-T dBLE MAMGR1+R PHMNPT ATLMMUPIT AHU 5+ 9AT® NF
RIRAMA AZICIMAL: PORIF@m-GR dRAN Agh, 7Yt NMIFO-JRARAN PA9L F+gq
PMLNLERLUPTA:  PATPARLEPT  ATIRUCFE  IATINF  B@AA: 1HPT  AO-+ar
NATYLLRLTHAT FNNC NPLTP ATRANTAS

NEA 1: P97A ao2E
aonan/ @
o NAMLE AL NI° ARIE 4 PNL AT
o MMELE MNCLP P LPALAITMT AT A6C MPEPTT ANHEA NARUPRIR AL P
AT PAGAID M PR FNNAT APAN PPHM. AT6 AT N PV JRART NTIL L
RO (pi:
1. P
OYe [ ]
[ ]

2. A

20-30[ ]
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30-40[ ]
40-50[ ]
N 50 4@+ NAL [ ]
3. PHIRUCT BB
panganp /5 [ ]
UA+E 828 [ ]
ACEENT @290 8T [ ]
paRgansp 894 [ ]
MN+CH 84 RS NAL [ ]
4. PANALE NTA L30T NPk 927 PUA 1H U
1-59mt[ ]
5-10 9@t [ ]
10-15 9@t [ ]
nN15 9@+ NAL [ ]
5. NOC ®AD 9°7% PhA PN AA9AT NANALE NN +MPMm, Po.$
N1AANA4TH] ]
N4 ANN 10 TH[ ]
N10 1t NAS [ ]

N&A 2: N+ALR PATIAINT BTt HCET HE P PRINEF AChS

aoan/ e 2y PAOMEP NEA LINET NANALE NTA PATA ST ANMD PRLF U1d ATIDS
PHHIE 1@ ANAP NAMF AAD TANUPTMT AN NLLEFM ALT P v J2ANT
PAPTC M

1 N&e-9° hAhaaqgo

2 hAh@aygn

3 ann4pF

4 AhTRmPm,
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5 NmMg® AN/,

M/ I176m, (Assurance)

£l8

PANLALL NI N&HEF NUL ARLINGT dp+aggnyy
PLMEA

PN PHO-O-C LR+ NLINST AL PACIMAIT
Nt 24MeA

PN AL+HETF UALH ARLTNEFF@ A9AINTT
ANM NTINCYTT NHANA Ua g 70k

PN ALTHETFT ALINET JRPAR PARAMT APIP
AATF@D-

NAMPAL PANALE NN PNTH AA%AT ALTINFT
MLI1BT BEME4

1% 3 (Tangibility)

N NHARGP aoALPPF P+L4-8 10

NI AOLF PaR.aaCh ARZEEHT 183 AP

PN ALHRT T6-U AT PNAT™P 1% 3 AATO-

AW N

NA7A% T ANMM: L2+ mPI° AL PAYM-AT
anqA7f AL PPTF AN, §FO-

NAMPAL PANALP NTH PARIAYL ARALPPE AT
AN AZTINFE I°FF AT AChFT RAMEA:

FM% 1% (Reliability)

PANLALP NTA N&+PT PRINGTT ATAT
P LA+ TA TICTT ATR&FF P PLCHT MLt
N&+q 1M

PNTA A7A%AFFY NTMNPD: (NTLLATD:) TH
mP/A) AG OLE AOAMF:

LINEFT N+LIIM, APARAAM: (APTFAA)
ATA AT NAREMRZ P FNFFFO &L

NM.MNPD- (A N+TIND) PWT AATETY
P/

NAUtT PeS PLNCE APPH ATEFC £Méa

NUtT ASC PMA+NNP ACARE N&MIT aRAN
2AMA:

NAMPAL PANALE N7N PNYN ATA9IAF NEINEE
HYE A9RYHY NN AR AT8ELFM- PRCIA:
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AN AAmm (Responsiveness)

1 N7 PLINEET NPAAAT £MT NTRIFEDI° AGF
PPLCNA::

2 PN ALTETF ALTNEF &Mt PAD- PNTH
A%t ANMA

3 | PN AEHET LINETFT ACRCET PATD & LT
(FAIT)

4 PN ALTETF NLINETF Nhrd AT LT
AdRPNA PATFD- &P LT

S NAMPAL PANALL NTH PNTA A9TA9%F NLINEF
AL PN OR+ayaRYy NaQ G 04 A

PLINTTFT FC a° 8T (Empathy)

1 PANLALY NTh AALTI8YSE. £ING FhdF AP AMT

2 PANLALE NN PNE NYF AODFTF

3 | PANALE NTA ALTET AALTISTE £ING FhdF
aAmt

4 | PANALP NTh NEtETF ALTINEFT &ATF ATRTR AT
ha oA+

S | PAL+RTF PRINGFFM-T &ATT A2 8%

N&A 3 - AChF P AaooAem,
AChFP7 ap9Aen,(Customer Satisfaction) (.4
3 5

1 nNANALP  NFA PN AIAIATT NAMeIe
ANty AT ACHhF £ATITA

2 | PANALY NTh  ALTHET  PTMAMT  ATA9AT
ATLIOMNPM. 1O, PR PHCMTAT

3 | hANALP NTh NTTUF A9A9F AT NA® 9°F Ui o
PAOIAI AT AZNFAD,

4 NANLALE NTA A7A%94%+ NOALOL (YT AT PPRCNT
PADET AZNFAD

S ANMLALE NTA NA N&EART NEHRTT MMy hTme
AT NAPI® AI9C AChF RATIGA

6 | NAMPAL ANALP NTh NTAMM PNTH ATd%IAT
ACAFAD,
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