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Abstract 

The purpose of research is to identify the perceived service quality factors that impact customer 

satisfaction in Commercial Bank of Ethiopia. The population of the study is the bank customers and the sample 

frame is those customers who visited the identified banks in between 15 Dec to 28 Dec 2016 in Wolaita Sodo, 

Ethiopia. Causal research design was employed. Sample size was 385 customers of Commercial Bank of 

Ethiopia and systematic sampling was used for contacting the customers for collecting the responses from the 

customers. Descriptive and inferential statistics was used for analyzing the data. The analysis of data reveals 

that responsiveness perception is found to be on the lowest of all service quality components. The research 

highlights that the all independent variables (elements of service quality) explain 54.6% variability on customer 

satisfaction while service quality (combination of tangibility, reliability, responsiveness, assurance and 

empathy) explain 50.6% variability on customer satisfaction. Tangibility, reliability, assurance and empathy 

have significant impact on customer satisfaction while responsiveness is not contributing to customer 

satisfaction. Overall service quality perception has significant effect on customer satisfaction. The research 

tests six hypothesis out of which five are accepted and one is rejected. On the basis of the results of this 

research, it can be recommended the public bank in Ethiopia should seriously try to improve responsiveness, 

followed by tangibility, reliability, empathy and assurance respectively as these factors were found to be on 

average front. 

Key Words: Service quality, Customers’ satisfaction, Tangibility, Reliability, Responsiveness, Assurance, 

Empathy. 

1.1 Introduction 

In Ethiopia the financial sector was liberalized in 1994 by Monetary and Banking proclamation 

No.83/1994 to offer the entry of private banks into the financial system in order to stimulate competition with 

the public banks. Since then 16 private banks have already been established creating highly competitive and 

complex market where there is a continuous refinement of services; fierce competition among banks; and banks 

have done a lot to improve their service quality. Provision of high quality of service will result in higher 

customer satisfaction and enhance customer loyalty. Banks that excel in quality service can have a distinct 

marketing edge since improved levels of service quality are related to higher revenues, increased cross-sell 

ratios, and higher customer retention and expanded market shares. 

The service sector is becoming increasingly competitive, service quality as a critical measure of 

organizational performance continues to compel the attention of banking institutions and remains at the 

forefront of services marketing literature and practice (Lasser et al., 2002). The interest is largely driven by the 

realization that high service quality results in customer satisfaction and loyalty, greater willingness to 

recommend to someone else, reduction in complaints and improved customer retention rates (Levesque and 
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McDougall, 1996). According to Auka et al (2013), service quality is one of the critical success factors that 

influence the competitiveness of a service organization. A bank can differentiate itself from competitors by 

providing quality service. Otherwise customer will not hold or purchase service products from the bank. If the 

bank ensures the service quality, then the customer will be loyal to the bank to take the service. Customers feel 

secured when they get quality service. As a result the main duty of the bank is to ensure the quality services to 

the prospective customers .Researchers have proven that providing good service quality to customers (Lovelock 

& Wirtz, 2011) retains them, attracts new ones, positive word-of-mouth recommendation, enhances corporate 

image,  and above all guarantees survival and profitability (Negi, 2009; Ladhari, 2008). Researchers and 

managers thrive for learning details about components of service quality in their organization for obvious 

reasons of customer satisfaction, increased profitability, etc. In this context, our adopted model gains specific 

importance as it not only helps in learning the factors associated with it, but also provides a direction for 

improvements & enhancement in customer satisfaction. 

1.2 Statement of problem 

The basic success of companies is how the customers perceive the resulting service quality, as the 

perceived service quality is the key driver of perceived value (Collart, 2000). It is the perceived value that 

determines customer satisfaction. The banks now a day have started to track their customers’ satisfaction 

through measuring their level of service quality perceived by their customers. Spreng and Olshavsky (1993) 

stated that customer satisfaction or dissatisfaction is considered to be the result of a comparison between the 

pre-use expectations that a customer has about the product or service and the post-use perception of product or 

service performance. According to Saravan and Rao (2007), service quality remains critical in the service 

industries, as businesses strive to maintain a competitive advantage in the marketplace and achieving customer 

satisfaction. The financial services, particularly banks, compete in the marketplace with generally 

undifferentiated products; therefore service quality becomes a primary competitive weapon (Stafford, 1996). 

Now days the competition is tough and stiff, where a competition is cut throat, the issue of service 

quality and customer satisfaction are priority agenda of a bank  and the ever unsatisfied and increasing need and 

want of customer for better service day to day  determine the success and existence of the company in the 

universe is service quality. According to Almossawi (2001) , service quality is very essential in banking sector 

due to it provide high level of customer satisfaction and a key competitive advantages .Since customer 

satisfaction is also based upon the level of service quality provided by the service provider and service quality 

acts as a determinant of customer satisfaction. So what is expected from company is that total quality 

perspective is all strategic decision should be “ customer driven ’’ which means the company must show 

constant sensitivity of emerging customer and market requirements. 

There are numerous studies have identified the key services quality dimensions and its relation with 

customer satisfaction in banking industry in developed countries but relatively little literature has investigated 

service quality and its relation with customer satisfaction in developing countries, especially in Ethiopia. 

Understanding the current and future need of customer, having customer oriented strategies and its objectives ; 

measuring & monitoring their satisfaction level ; build strong relationship  and offer the deliverables with high 

quality &  within reasonable price  determine the satisfaction and loyalty of the customers which ultimately 

determines the success and existence of the firm  In view of above discussion relating to importance of service 

quality and its impact on customer satisfaction the present research is designed to access the perceived service 

quality factors that impact customer satisfaction in Commercial Bank of Ethiopia ( largest and only public bank) 
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in Wolaita Sodo and suggest measures for improvement in it.  

 1.3 Research objectives 

1. To analyze the impacting service quality factors on customer satisfaction in public sector bank in Wolaita 

Sodo, Ethiopia. 

2. To recommend the possible improvement in service quality for improving the customer satisfaction in the 

bank. 

1.4 Literature review 

Concept of Service  

Service is any activity or benefit that one party can offer to another that is essentially intangible and may 

not result in the ownership of anything (Phillip Kotler et al, 1999). Cannon (1998), viewed services as those 

separately identified, essentially intangible activities which provide want satisfaction and which are not 

necessarily tied to the sales of a product or another service. In the option of Etzel, Walker, and Stanton (1997), 

service are the identifiable, intangible activities that are the main object of a transaction designed to provide 

want satisfaction to customers. 

Concept of Quality and Service Quality 

Reeves and Bednar (1994) summarized different definitions of quality as follows: (a) quality as 

excellence, (b) quality as value, (c) quality as conformance to specification, and (d) quality as meeting or 

exceeding customer’s expectations. According to Gronroos (1984), there are three distinct dimensions of 

service quality viz., quality (what consumer gets), functional service qualities (how consumer gets the service) 

and corporate image (how consumers perceive the firm and its services). Technical quality refers to the basis of 

technical accuracy and procedures. It is the core services provided by the banks. It can be considered as the 

competence of the staff as they go about performing their schedules. These consist of the operating skills of the 

bank employees. Functional quality is how the service is provided. It is the process by which the bank services 

are delivered, e.g. attitudes of manager and employees toward the customers, cleanliness of the facilities etc. 

Boshoff and Du Plessis (2009) define service quality in terms of three key variables, namely: technical quality, 

functional quality, and quality image. Technical quality describes the service provided by the service 

organization, for instance, open an account or processing a home loan application. Functional quality describes 

how service is delivered, for instance, quickly and reliably processing a home loan application. Quality image 

refers to the outcome of both technical and functional quality. Customers receive the service and form an image 

about the service organization based on the service delivered (Boshoff & Du Plessis, 2009). 

Kapoor, Paul, and Halder (2011) view service quality as the measurement of the standards of services 

rendered to the customer by the service provider to the best satisfaction of the recipient. Parasuraman et al., 

(1985) argued that service quality can be defined as the difference between predicted or expected service 

(customer expectations) and perceived service (customer perceptions). If customers’ expectations exceed 

performance, then perceived quality is considered less than satisfactory and a service quality gap materializes. 

This in effect does not necessarily represent the fact that the service is of low quality but rather customer 

expectations have not been met hence customer dissatisfaction occurs and opportunities arise for better meeting 

of customer expectations. 

Dimensions of Service Quality 
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Following are the five dimensions used in this research as five independent variables as banking service 

provided by the banks:  

 Tangibility includes those attributes pertaining to physical items such as equipment, buildings, and the 

appearance of both personnel and the devices utilized to communicate to the consumer. For instances, the 

customers can assess the premises of the banks, or perhaps the appearance of the bank’s staff.  

 Reliability  relates  to  the  personnel’s  ability  to  deliver  the  service  in  a dependable  and  accurate  

manner.  Reliability is the extent to which the service is delivered to the standards expected and promised 

(Siddiqi, 2011) or it represents the customer getting what they feel they have paid for. It shows the customers’ 

confidence that banks will fulfill the promised terms and conditions which will not go against customers’ 

interests. 

 Responsiveness is the desire and willingness to assist customers and deliver prompt service makes up the 

dimension of responsiveness. Responsiveness dimension is concerned in dealing with the customer’s requests, 

questions, and complaints promptly and attentively (Siddiqqi, 2011). Parasuraman, et al (1991) include such  

elements  in responsiveness  as  telling  the  customer  the  exact  time  frame  within which services will be 

performed, promptness of service, willingness of  assistance,  and  never  too  busy  to  respond  to  customer  

requests.  It is the responsibility of banks to communicate with the customers regarding the duration they will 

get back the customers enquiries and how would them in handling or managing the customers’ problems. 

Companies should understand the concerns rise from the customers rather than their individual’s perspective 

(Zeithaml et al, 2009). 

 Assurance is the degree of trust and confident of customers to feel that the services providers are competent 

to provide the services (Siddiqi, 2011). The customer will not be satisfied if he or she did not feel assured about 

the competence of the service provider. The banks should build the confidence to the public in order to get the 

higher rates of customers satisfaction and to increase the professionalism in their services especially the 

assurance they promise to customers i.e. to competent their roles and responsibilities. Thus, the banks should 

always re-examine their assurance whether they fulfill the customers’ expectations. This is a way to retain the 

customers and would become a significant to that particular bank in public. Parasuraman,  et  al  (1991) 

included  actions  by employees such as always courteous behavior instills confidence and knowledge as  prime  

elements  of  assurance.   

 Empathy is the caring and personalized attention the organization provides to its customers. Empathy is 

regarding the way to serve the customer whether the customers able to feel the uniqueness or special care from 

the banks (Srinivasan, 2010). Individual attention and convenient operating hours were the  two  primary  

elements  included  by  Parasuraman,  et  al  (1991) in  their evaluation of empathy. Convenient working hours, 

individualized attention, better understanding of customer's specific needs, enhanced communication between 

management and customers will have a positive outcome on customer satisfaction (Ananth et al., 2011).  There 

are quite numbers of small companies using this technique to provide a customized services as a competitive 

advantages over the larger organizations (Zeithaml et al., 2009). This dimension is important where it is able to 

determine the ‘survival’ of a particular service organization building the relation with customers as opposed to 

‘transaction marketing’ (Andaleeb & Conway, 2006). 

Customer Satisfaction 
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Customer satisfaction in today's marketing era is believed to strongly connect with understanding consumer 

behavior. To understand the consumer buying pattern as firms are looking to influence them, each organization 

seeks help from external agencies and various sources to acquire the required information via the very common 

consumer behavior research analysis. Ultimately, there are certain motivating and influencing factors which 

play important role in convincing a customer to choose a product and the same factors are also responsible for 

the consumer satisfaction after the post purchase behavior.  

Customer satisfaction is always intended to influence buyers' repurchase intention through positive word of 

mouth interaction; meanwhile being the other extreme, dissatisfaction leads to negative word of mouth 

communication. Moreover, satisfied customers always suggest others to go for the product while dissatisfied 

customers will also recommend others in huge numbers but in the context of negative marketing, most probably 

dissatisfied customers recommend others not to use the product (La Barbera and Mazursky, 1983). 

Service Quality & Customer Satisfaction 

If poor customer service is realized at any time in a business, it will lead to customer dissatisfaction. If 

more customers are retained at an increased rate, a business can be able to realize profits increased by 25% on 

an average scale (Griffin, 1995). Negi (2009) concluded that service quality leads to satisfaction. Service quality 

is found to be a strong predictor of customer satisfaction (Cronin and Taylor, 1992; Cronin et al., 2000; 

Dabholkar et al., 2000; Spreng and Mackoy, 1996). Research in different industries have investigated the 

relationship between service quality (its dimensions) and customer satisfaction – telecommunications (Woo and 

Fock, 1999); restaurants (Gilbert et al., 2004); hospitals (Andaleeb, 1998); hotel services (Voss et al., 1998); 

travel agencies (Bitner, 1990); internet services (Kim and Lim, 2001; Van Riel et al., 2001); multiple industries 

(Bitner et al., 2000). 

Prakash and Mohanty (2013) concluded that the higher the levels of the produced service quality, the 

higher will be the level of customer satisfaction, which can lead to higher sales and in increased intensions. 

Buell et al. (2010), in the study of retail banking industry in the U.S find  all the five dimensions of 

service quality influenced customer satisfaction substantially and improving the service quality elements is 

widely considered as the main ancestor which could effectively bring significant contributions on customer 

satisfaction. In a study of retail banking sector in India Sudhahar and Selvam (2007) inferred that the 

availability of service operations in banks and employees performance are closely related to each other which 

directly influence customer perception towards the bank. Customer satisfaction is based on the level of service 

quality delivered by the service providers (Saravanan & Rao, 2007) which determined by the customer’s 

cumulative experiences at all of the points of contact with service organization (Cicerone et al., 2009). This 

shows that there is some link between service quality and customer satisfaction which highlights that 

importance of customer satisfaction when defining of service quality (Wicks & Roethlein, 2009). Selvakumar 

(2015) study examined the perception of service quality of banking services in Coimbatore using the 

SERVQUAL model. It is found out that Assurance has the most significant impact while responsiveness has the 

least significant impact on customer satisfaction. It shows that the bank fails miserably in meeting the 

responsiveness expectations of customers. 

1.5 Conceptual & Mathematical Framework 
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The objective of the study is to identify the impact of service quality on customer satisfaction in banks. 

Five service quality dimensions and overall service quality are the independent variables and customer 

satisfaction is taken as dependent variable. The conceptual framework is depicted by fig 1.  

 

Fig 1: Conceptual model of research 

Mathematical framework of the study can be derived as  

CS = β0 + β1 TA + β2 RE + β RES + β4 ASS + β5 EM + U 

CS = β0 + β1 SQ 

Where, 

CS = Customer satisfaction of bank customers 

β = is intercept & constant 

β1 – β5 =Coefficients 

SQ = Service quality 

TA = Availability of spare parts 

RE = Service personnel skill 

RES = Working hour of service centre 

ASS = Service centre response  

EM = Delay in service time 

U = Random error 

1.6 Hypothesis of the Study 

After review of related literatures the study and with the intention to evaluate the impact of service quality 

on customer satisfaction in banks the following alternate hypothesis are formulated to be tested by research. 

H1: Tangibility has a significant impact on customer satisfaction of bank customers. 
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H2: Reliability has a significant impact on customer satisfaction of bank customers. 

H3: Responsiveness has a significant impact on customer satisfaction of bank customers. 

H4: Assurance has a significant impact on customer satisfaction of bank customers. 

H5: Empathy has a significant impact on customer satisfaction of bank customers. 

H6: Service quality has a significant impact on customer satisfaction of bank customers. 

1.7 Research methodology 

With the objective of identifying the effect of service quality on customer of banks the population of the 

study is the bank customers and the sample frame is those customers who visited the identified banks in 

between 15 Dec to 28 Dec 2016 in Wolaita Sodo, Ethiopia. Causal research design was employed. Sample size 

was 385 customers of Commercial Bank of Ethiopia and systematic sampling was used for contacting the 

customers for collecting the responses from the customers. Descriptive and inferential statistics was used for 

analyzing the data. 

1.8 Data analysis and interpretation 

Table 1: Mean of Customer Perception of Service Quality and customer satisfaction in bank 

Variable Dimension Sample size Mean 

Customer satisfaction 385 5.6208 

Tangibility 385 5.8085 

Reliability 385 5.8462 

Responsiveness 385 5.4936 

Assurance 385 5.6667 

Empathy 385 5.511 

Overall service quality 385 5.6652 

Table 1 states that all service quality components, overall service quality and customer satisfaction fall 

under agree category which shows that all dimensions are averagely perceived. Responsiveness is found to be 

on the lowest of all service quality components. 

Table 2: Correlation of various identified variables  

  

Customer 

satisfaction 
Tangibility Reliability Responsiveness Assurance Empathy 

Customer 

satisfaction 

Pearson 

Correlation 1 .364** .453** .550** .673** .640
**

 

Sig. (2-

tailed)  
.000 .000 .000 .000 .000 

Tangibility 

Pearson 

Correlation 
.364** 1 .322** .311** .275** .392

**
 

Sig. (2-

tailed) 
.000 

 
.000 .000 .000 .000 
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Reliability 

Pearson 

Correlation 
.453** .322** 1 .491** .494** .420

**
 

Sig. (2-

tailed) 
.000 .000 

 
.000 .000 .000 

Responsive

ness 

Pearson 

Correlation 
.550** .311** .491** 1 .670** .669

**
 

Sig. (2-

tailed) 
.000 .000 .000 

 
.000 .000 

Assurance 

Pearson 

Correlation 
.673** .275** .494** .670** 1 .641

**
 

Sig. (2-

tailed) 
.000 .000 .000 .000 

 
.000 

Empathy 

Pearson 

Correlation 
.640** .392** .420** .669** .641** 1 

Sig. (2-

tailed) 
.000 .000 .000 .000 .000 

 

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

Table 2 shows that customer satisfaction is significantly correlated with various elements of service 

quality. 

Table 3: Correlation of Service quality with bank customer satisfaction  

  Customer satisfaction 

Service 

quality 

Customer 

satisfaction 

Pearson 

Correlation 

1 .711
**

 

Sig. (2-

tailed) 

  .000 

Service 

quality 

Pearson 

Correlation 

.711
**

 1 

Sig. (2-

tailed) 

.000   

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

Table 3 shows that customer satisfaction is significantly correlated with service quality. 

Table 4: Regression model summary  

DV – Customer satisfaction 

IV – Tangibility, Reliability, 

Responsiveness, Assurance 

and Empathy 

R R Square 
Adjusted 

R Square 

Std. Error of the 

Estimate 

.739 .546 .539 .47051 



IJEBR / February,2017/ Volume -4 /Issue –1/ Research Article–7/ 94-107                                                          ISSN:2395-2237 

International Journal of Economics Review & Business Research 
  

 

www.ijebr.com 102 

 

Table 4 depicts the model summary. It shows that the all independent variables (elements of service 

quality) explain 54.6% variability on customer satisfaction. The difference between R2 And adjusted R2 is .007 

which is very less; it means that the model can be generalized for total population i.e. customers of all banks. 

Table 5: Regression model summary  

DV – Customer 

satisfaction 

IV – Service Quality 

R 
R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

.711 .506 .505 .48784 

Table 5 depicts the model summary. It shows that the service quality explain 50.6% variability on 

customer satisfaction. This shows that besides service quality 49.4% of the factors which are not covered by this 

study also have an impact on customer satisfaction.  This also opens the scope of future research. The difference 

between R
2
 And adjusted R

2
 is .001 which is very less; it means that the model can be generalized for total 

population i.e. customers of all brands. 

Table 6: ANOVA of Customer satisfaction by Service quality dimensions 

DV – Customer 

satisfaction 

IV – Tangibility, 

Reliability, 

Responsiveness, 

Assurance and Empathy 

  

Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

Regression 94.613 5 18.923 85.475 .000 

Residual 78.812 379 .221   

Total 173.425 384    

Table 6 states that F value is on very higher side and p value is .000 which shows that model explains 

significant variability of customer satisfaction by five service quality dimensions. 

Table 7: ANOVA of Customer satisfaction by Service quality  

DV – 

Customer 

satisfaction 

IV – Service 

Quality 

  

Sum of 

Squares df 

Mean 

Square F Sig. 

Regression 87.750 1 87.750 368.719 .000 

Residual 85.675 383 .238     

Total 173.425 384       

Table 6 states that F value is on very higher side and p value is .000 which shows that model explains 

significant variability of customer satisfaction by perceived service quality. 

Table 8: Regression coefficients of Service Quality dimensions taking customer satisfaction as dependent 

variable  

D
V

 –
 

C
u
st

o
m

er
 

sa
ti

sf
ac

ti
o

n
 

IV
 

–
 

T
an

g
ib

il
it

y
, 

R
el

ia
b
il

it
y

, 

R
es

p
o
n
si

v
en

es

s,
 

A
ss

u
ra

n
ce

 

an
d
 E

m
p
at

h
y

 

  

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B 

Std. 

Error Beta 

(Constant) -1.035 .393  -2.633 .009 
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Tangibility .169 .063 .105 2.662 .008 

Reliability .119 .056 .092 2.129 .034 

Responsiveness .002 .072 .001 .026 .979 

Assurance .505 .065 .408 7.749 .000 

Empathy .386 .068 .299 5.656 .000 

Table 8 shows the regression coefficients taking five service quality performance variables as 

independent variables the customer satisfaction reduce by 1.035 if service quality elements are not present and 

that decrease is significant also. The effect of each service quality element (independent variables) can be 

discussed simultaneously by taking each result by keeping others not changing (constant). For example one unit 

increase in perceived tangibility leads to .169 unit increase in customer satisfaction and this increase is 

significant. The table shows that Assurance and empathy are highest contributor towards customer satisfaction 

in the public bank (t = 7.749 and t = 5.656) while responsiveness has least (t = .026) and that is insignificant 

also. It shows that the bank is not responsive towards the customers. Tangibility, reliability, assurance and 

empathy provided by the bank was significantly leading to the customer satisfaction (sig < .05) while 

responsiveness is not significantly leading to customer satisfaction (sig > .05) 

Regression model can be summarized as: 

CS = -1.035+ .169 TA + .119 RE + .505 ASS + .386 EM  

Table 9: Regression coefficients of Service Quality taking customer satisfaction as dependent variable  

D
V

 –
 C

u
st

o
m

er
 

sa
ti

sf
ac

ti
o
n

 

IV
 –

 S
er

v
ic

e 

Q
u
al

it
y

 

  

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

(Constant) -1.444 .369  -3.916 .000 

Service 

quality 

1.247 .065 .711 19.202 .000 

 Table 9 shows the regression coefficients taking service quality performance as independent variable. 

The customer satisfaction reduces by 1.444 if service quality is not present and that decrease is significant also. 

One unit increase in perceived service quality leads to 1.247 unit increase in customer satisfaction and this 

increase is significant. It shows that service quality performance of bank significantly leading to customer 

satisfaction ( sig < .05).  

Regression model can be summarized as: 

CS = - 1.444 + 1.247 SQ 

1.9 Hypothesis Testing 

From table 8 & 9, stated hypotheses can be tested, as: 
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H1: Tangibility has a significant impact on customer satisfaction of bank customers as .008 = P < .05. 

Hypothesis is accepted. 

H2: Reliability has a significant impact on customer satisfaction of bank customers as .034 = P < .05. 

Hypothesis is accepted. 

H3: Responsiveness has a significant impact on customer satisfaction of bank customers as .979 = P > .05. 

Hypothesis is rejected. 

H4: Assurance has a significant impact on customer satisfaction of bank customers as .000 = P < .05. 

Hypothesis is accepted. 

H5: Empathy has a significant impact on customer satisfaction of bank customers as .000 = P < .05. Hypothesis 

is accepted. 

H6: Service quality has a significant impact on customer satisfaction of bank customers as .000 = P < .05. 

Hypothesis is accepted. 

1.10 Discussion, Conclusion and Recommendations 

The research shows that all service quality components, overall service quality and customer satisfaction 

fall under agree category which shows that all dimensions are averagely perceived. Responsiveness perception 

is found to be on the lowest of all service quality components. The research highlights that the all independent 

variables (elements of service quality) explain 54.6% variability on customer satisfaction while service quality 

(combination of tangibility, reliability, responsiveness, assurance and empathy) explain 50.6% variability on 

customer satisfaction. Tangibility, reliability, assurance and empathy have significant impact on customer 

satisfaction while responsiveness is not contributing to customer satisfaction. Overall service quality perception 

has significant effect on customer satisfaction. The research tests six hypothesis out of which five are accepted 

and one is rejected. 

On the basis of the results of this research, it can be recommended the public bank should seriously try 

to improve responsiveness which can be improved by responding to the requests of customers promptly, always 

having helpful approach of employees, addressing to the customers’ query appropriately and training the 

employees that they are never too busy to respond to customers' requests.  Other variables viz., tangibility and 

reliability also required to be improved. Tangibility can be improved by having up to date equipment & new 

technology (on line banking), furnished sitting and waiting facilities, effective, conveniently and easily 

accessible arrangement of operating counters, professional & competent approach of bank manager and 

employees, developing a system of error free and fast retrieval of documents and having a attractive reception 

and with complaint book for customers feedback. Reliability can be enhanced by assuring the customers to feel 

safe that bank staffs are knowledgeable, trust on transaction as well as system of transaction of the bank,   

keeping the customers’ records accurately, and ensuring safe transactions with bank’s employees and by 

providing the services at the time bank promise. Though assurance and empathy was found having better than 

tangibility and reliability but still they were found to be in average category. Assurance can be improved by 

respecting privacy of customers, treating customers with dignity & respect and making the payment procedure 

quick and simple. Empathy can be enhanced by putting customer’s best interest at heart, understanding specific 

needs of customers and give them their personal attention, enhancing comfort to customers, and by giving 

smiling welcome by the lobby man, receptionist and staff.  
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The results of this research contribute to both public and private banks as service quality was found to be 

having significant contributor of customer satisfaction they must review their service quality perception time to 

time through customer feedback system and make the corrective action as customer satisfaction is one of the 

important contributor of customer retention and customer loyalty and ultimately gives competitive advantage.  

1.11 Scope for future research 

This research however has more rooms for further research. Further research could be conducted to 

private bank in same area as well as other regions of Ethiopia and also in public bank in other regions of 

Ethiopia. Further, the research shows that 49.4% of the factors which are not covered by this study also have an 

impact on customer satisfaction.  This opens the scope of future research. The researchers have to find other 

factors besides covered in this research and conduct the research as these unidentified factors also constitute 

large grey area. 
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