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CHAPTER 1 

 

INTRODUCTION AND PROBLEM ORIENTATION 

 

1.1 INTRODUCTION  

 

A substantial amount of research on service and service quality measurement has been 

conducted in the past twenty years (Han & Baek, 2004:208) on traditional forms of 

businesses (brick and mortar firms). Service quality has been measured in businesses ranging 

from financial services to restaurants (Mehta, Lalwani & Han, 2000:63). Many of the studies 

used the service quality (SERVQUAL) instrument to measure service quality delivered 

through regular offline channels (Han & Baek, 2004:208). These studies are based on the 

disconfirmation notion, that is, service quality is perceived through a comparison between 

expectations and experiences over a number of attributes of quality (Grönroos, 2007:82). 

 

With globalisation, technological advancement, financial innovation, changing information 

systems and deregulation, a new avenue has opened up through online technologies such as 

the Internet (Hamadi, 2010:1). In search of competitive advantage, banks, in particular, have 

focused on shifting their delivery towards self-service channels such as online banking 

services (Pikkarainen, Pikkarainen, Karjaluoto & Pahnila, 2004:224). Such developments 

have changed the way banks and consumers interact in conducting business. As banks 

compete in the market place with generally undifferentiated products, e-service quality has 

become a primary competitive means of differentiation (Kumar, Kee & Charles, 2010:352).  

 

The challenging business environment has also propelled the financial services market to 

develop and use alternative delivery channels with a view to attracting more customers, 

improving customers’ perceptions and instilling customer loyalty (Bauer, Hammerschmidt & 

Falk, 2005:153). The measurement of service quality in online banking, however, has 

received little attention. This is primarily because managers often disregarded its importance, 

and, secondly, because service quality in online technologies is so difficult to conceptualise 

and measure (Du Plessis & Rousseau, 2007:320).  
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Internet banking, electronic banking, e-banking or online banking are terms often used to 

describe online technology-driven electronic offerings of services. Electronic banking is a 

generic term used to describe the process by which a customer may perform banking 

transactions electronically without visiting a banking institution (Ombati, Mangutu, 

Nyamwange & Nyaoa, 2010:156). Online banking in the context of this study is defined as an 

Internet portal through which customers can use different kinds of banking services, ranging 

from bill payment to making investments (Pikkarainen et al., 2004:224). It involves the 

provision of services such as accessing accounts, transferring funds and buying financial 

products or services online. Therefore, websites of banks that offer only information on their 

pages without the possibility of making any transactions are excluded as online banking 

services for the purpose of this study. 

 

A review of the literature on traditional service quality and service quality pertaining to 

online banking services is pursued in the next section in order to place the study in 

perspective.   

 

1.2 TRADITIONAL SERVICE QUALITY AND SERVICE QUALITY OF 

ONLINE BANKING SERVICES 

 

Service quality is defined as an overall assessment of service by customers (Ganguli & Roy, 

2010:277). Perceived service quality results from a comparison of customers’ prior 

expectations about a service and their perceptions after the actual experience of the service 

encounter (Parasuraman, Zeithaml & Berry, 1985:42). If expectations are greater than 

performance, then perceived quality is less than satisfactory and may result in customer 

dissatisfaction.   

 

A service is normally perceived in a subjective manner. When services are described by 

customers, words such as ‘experience’, ‘trust’, ‘feeling’ and ‘security’ are used.  These are 

highly abstract ways of formulating what a service is (Grönroos, 2007:54).  Unlike the quality 

of goods, which can be measured with some objectivity, service quality is abstract and 

elusive. The unique features of services, such as inseparability of production and 

consumption, intangibility, and heterogeneity, make the measurement of quality a complex 

issue. In the absence of objective measures, banks rely on consumers’ perceptions of service 
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quality to identify their strengths or weaknesses in product or service offerings (Karatepe, 

Yavas & Babakus, 2005:373). 

 

Various models have been developed and used in the past in the measurement of service 

quality. Grönroos (1984:39) developed a service quality model with three dimensions, 

namely, technical quality (what the consumer gets), functional quality (how the consumer 

gets it) and corporate image (how the consumer perceives the firm and its services).  

Similarly, Lehtinen and Lehtinen (1991:290) proposed another model with three dimensions 

of service quality: physical quality (the quality of the physical products), interactive quality 

(interaction between customers and the firm’s employees) and corporate quality (the 

corporate image of the firm as perceived by customers). The service quality scale 

(SERVQUAL) developed by Parasuraman et al. (1985:41-50), which has formed the 

cornerstone of the measuring of service quality, is one of the more widely used approaches 

for assessing service quality. The scale comprises 22 items that measure consumers’ 

perceptions and expectations of service quality, using the following dimensions: reliability, 

responsiveness, assurance, empathy and tangibles.  

 

The concept of service quality from an e-service perspective is defined as the ‘consumers’ 

overall evaluation and judgement of excellence and quality of e-service offering in the virtual 

marketplace’ (Santos, 2003:235). In contrast to their evaluation of traditional service 

offerings, customers are less likely to evaluate each sub-process in detail during a single visit 

to a website; rather, they are likely to perceive the service as an overall process and outcome.  

 

There is growing evidence of variation in the outcomes of studies on the dimensions of e-

service quality that have surfaced in an attempt to address the key attributes of service quality 

of online services, directly or indirectly, (Han & Baek, 2004:209; Parasuraman, Zeithaml & 

Malhotra, 2005:230). Barnes and Vidgen (2003:298) developed the Web Quality instrument 

(WebQual) with 24 items, specifically for online service quality measurement. Seven 

dimensions were established: reliability, competence, responsiveness, access, credibility, 

communication and understanding of the individual. The model developed by Parasuraman et 

al. (2005:230), referred to as the electronic service quality instrument (E-SQ), comprised 

seven dimensions: efficiency, fulfilment, system availability, privacy, responsiveness, 

compensation and contact. Various other researchers used modified versions of e-service 
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quality dimensions (Santos, 2003:241; Yang & Fang, 2004:305; Jun & Cai, 2001:276) to 

measure these dimensions in different types of retail settings.  

 

1.3 SATISFACTION AND LOYALTY  

 

In services marketing literature there has been considerable debate on the concept of 

satisfaction (Dong 2003:45). Bloemer and DeRuyter (1998:501) define satisfaction as ‘the 

outcome of the subjective evaluation that the chosen alternative meets or exceeds 

expectations’. The basis of this definition stems from the disconfirmation paradigm as a post-

purchase evaluation (Torres, Summers & Belleau 2001:206). Satisfaction is also considered 

from a perspective of cumulative satisfaction and is defined as customers’ overall experience 

with the service provider after a series of service encounters (Johnson, Gustafsson & 

Andreassen, 2001:218). The majority of the past studies view satisfaction from a cumulative 

perspective (Gupta & Zeithaml, 2006:718; Ganguli & Roy, 2010:172) to measure the 

construct.   

 

Loyalty is defined as ‘the consumer’s inclination to patronise a given firm or chain of firms 

over time’ (Knox & Denison, 2000:34). Previous studies found a direct relationship between 

service quality and loyalty in different service settings, which leads to favourable behavioural 

responses. The literature also suggests that loyalty consists of two dimensions: attitudinal and 

behavioural aspects. The behavioural aspect of loyalty focuses on a measure of the proportion 

of purchase of a specific brand, while attitudinal loyalty is measured by a psychological 

commitment to a firm (Dong, 2003:45). Where there is no commitment in the consumer’s 

repeat visit, the consumer becomes spuriously loyal (Dick & Basu, 1994:101). All these 

definitions suggest that consumers’ commitment is a necessary condition for loyalty to occur. 

In addition, previous studies suggest a direct link between satisfaction and loyalty (Bearden, 

1977:19; Dong, 2003:49). However, the exact relationship between the service quality 

dimensions of satisfaction and loyalty remains unclear. 

 

1.4 PROBLEM STATEMENT  

 

Despite the fact that in recent years the number of banks offering online banking services and 

the number of online bankers has grown, there is evidence pointing towards the lack of 

measurement of online banking service quality (Zarei, 2010:6; Pikkarainen et al., 2004:225).  
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Owing to the nature and characteristics of services, measurement of service quality in online 

banking is often difficult and may vary from one customer to another (Ombati et al., 

2010:157). For example, for some customers, trust in, and the efficiency of, a bank as an 

online service provider may be important, while for others, security, response and ease of use 

may be important (Kenova & Jonasson, 2006:3). In addition, the online service delivery 

process may differ significantly from that of the traditional ‘brick and mortar’ environment 

mainly because of the lack of direct contact between employees and customers (Li, Tan & 

Xie, 2002:690).  

 

While a large amount of research has been documented on the dimensions of traditional 

service quality (Jun & Cai, 2001:277), research on online banking service quality is still in its 

infancy (van Riel, Liljander & Jurriens, 2001:360). Knowledge of the determinants of online 

banking service quality is essential for banks as they seek to become competitive in the 

marketplace. A sound measure of online service quality is necessary for identifying those 

aspects of service that require performance improvement and for assessing how much 

improvement is needed in each aspect (Zeithaml, Bitner & Gremler, 2009:151). As a result, 

organisations are seen executing improvement strategies without a comprehensive 

understanding of the quality of service they are rendering to their customers. Within the 

South African context, there is a gap in the measurement of online banking service quality 

and the acceptance of the use of technology in banking.  

 

1.5 RESEARCH HYPOTHESES   

 

Research findings on the relationship between e-service quality and customer satisfaction are 

varied, as results show that not all quality dimensions are critical to customer satisfaction 

(Khan, Mahapatra & Sreekumar, 2009:36). Service quality is found to be a strong predictor 

of customer satisfaction (Dabholkar, Shepherd & Thorpe, 2000:141; Cronin, Brady & Hult, 

2000:200). Within the banking industry, where service quality dimensions were tested as 

predictors of customer satisfaction (Webb, Webster & Krepapa, 2000; Ganguly & Roy, 

2010:180), it was established that not all dimensions are strong predictors of e-service 

quality. In addition, various researchers have established mixed relationships with service 

quality dimensions, satisfaction and loyalty. Against this background, the following 

hypotheses have been formulated: 
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H1: Online banking service quality (SQ) positively influences customer satisfaction (CS) in 

the commercial banking industry. 

H2: Online banking service quality (SQ) positively influences loyalty in the commercial 

banking industry. 

H3: Customer satisfaction (CS) positively influences loyalty in the commercial banking 

industry. 

 

1.6 OBJECTIVES OF THE STUDY 

 

1.6.1 Primary objective 

 

The primary objective of the study is to measure online banking service quality and establish 

its relationship with customer satisfaction and loyalty in the South African banking industry. 

 

1.6.2 Theoretical objectives 

 

In order to achieve the primary objective, the following theoretical objectives have been 

formulated for the study: 

 To conduct a literature study on customer perceptions of traditional service quality 

and online banking service quality  

 To review literature on the relationships among service quality, customer satisfaction 

and loyalty 

 

1.6.3 Empirical objectives 

 

The following empirical objectives have been formulated to support both the primary and the 

theoretical objectives: 

 To identify the dimensions that influence online banking service quality in the 

commercial banking sector 

 To establish the level of importance of each dimension of online banking service 

quality as perceived by consumers 

 To examine the relationship between online banking service quality and customer 

satisfaction in the commercial banking sector 

 To determine the relationship between online banking service quality and loyalty  
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 To establish the relationship between customer satisfaction and loyalty in online 

banking services  

 

1.7 RESEARCH DESIGN  

 

A quantitative approach was used in addressing the research objectives and the hypotheses. 

Du Plessis and Rousseau (2007:21) view a quantitative approach as systematic and 

structured, aimed at obtaining information from respondents in a direct, open manner. Results 

obtained from such an approach are easily quantifiable and the instruments have a potentially 

high degree of accuracy, especially in testing specific hypotheses.  

 

1.7.1 Literature review on service quality 

 

An extensive literature study was undertaken in the field of service quality in general and 

service quality in online banking in particular, using textbooks, academic journals, 

magazines, newspapers and web-based sources.  

 

1.7.2 The empirical research design 

 

The empirical research design comprised the following stages:  

 

1.7.2.1 The sampling design process 

 

Wegner (2000:110) maintains that the sampling process guides the selection of a sample to 

ensure that it is representative of its target population so that the sample findings provide 

information which is relevant to the study`s objectives.  The following steps were used in the 

sample design process: 

 

Target population 

 

The population is the larger pool from which the sampling elements are drawn (Blanche, 

Durrheim & Painter, 2006:133). Customers from Southern Gauteng who made use of online 

banking facilities from commercial banks constituted the population for the study. 
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Sampling technique, sample frame and sample size 

 

While the research design is a plan of the information required to answer research problems 

and how it should be collected, sampling addresses the question, ‘From whom do we need to 

obtain this information?’ (Frazer & Lawley, 2000:9). McDaniel and Gates (2002:401) state 

that the major alternative sampling methods can be grouped under probability and non-

probability sampling methods. Probability samples are selected in such a way that every 

element of the population has a known, non-zero likelihood of selection, whereas non-

probability samples are those in which specific elements from the population have been 

selected in a non-random manner. A non-probability sampling technique was employed. 

Since it was difficult to obtain a sample frame for the study, snowball sampling was used to 

generate an initial sample of online bank customers.  These initial customers were asked if 

they knew potential respondents who were online bank customers. The sample size for this 

research was set at 200 online commercial bank customers. This figure is consistent with 

those in similar studies conducted on online banking services using a non-probability 

sampling technique (Pikkarainen et al., 2004:228; Santos, 2003: 237; Akinyele & 

Olorunleke, 2010:215; Ombati et al., 2010:158). 

 

1.7.3 Measuring instrument and data collection 

 

To date, a number of widely used instruments have been developed to measure online 

services, namely E-SQ, E-RecS-Qual, Web Qual (Parasuraman et al., 2005:213-233; Santos, 

2003:233-246; Barnes & Vidgen, 2003:298) and e-banking portal quality (Bauer et al., 

2005:172). A modified version of e-service dimensions was developed from these 

instruments to suit a South African setting.  

 

The questionnaire contained five sections. Section A – biographic data; Section B – consumer 

perceptions of online banking service quality; Section C – customer satisfaction and Section 

D – customer loyalty.     

 

1.8 STATISTICAL ANALYSIS 

 

Descriptive analysis in the form of tabulations, frequencies, and mean were used to analyse 

the composition of the sample. Factor analysis, correlations and regression analysis were used 
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to examine the relationship among the following variables: online service quality, satisfaction 

and loyalty. Analysis of variance (ANOVA), a technique for analysing the way in which the 

mean values are affected by different socio-demographic variables, was also undertaken. The 

Statistical Package for Social Sciences (Version 18.0) for Windows (SPSS:2008) was used to 

capture and analyse the data.   

 

1.9 RELIABILITY AND VALIDITY 

 

Reliability refers to the ability of a scale to produce consistent results if repeated 

measurements are conducted (McDaniel & Gates, 2002:297). Cronbach alpha, a tool for 

assessing the reliability of scales, was used to establish the reliability of the questionnaire. 

Content, construct and predictive validity methods were used to ensure the validity of the 

research instrument. 

 

1.10 CHAPTER CLASSIFICATION 

 

Chapter one: This chapter provided a background and introduction to the study. The 

objectives, problem statement and hypotheses for the research were developed. The research 

design and methodology followed in the study was briefly outlined.  Concepts such as online 

banking and service quality were introduced. 

 

Chapter two: A brief industry profile of the banking sector and services marketing was 

presented. An extensive literature review on online service quality was presented in this 

chapter. Traditional service quality, online service quality models, customer satisfaction and 

loyalty comprise the main focus of the literature study. 

 

Chapter three: This chapter focused on the research design and methodology, elaborating on 

the sampling techniques, methods of data collection and the statistical analysis.  

 

Chapter Four: An analysis and interpretation of the research findings was presented in this 

chapter. The hypotheses for the research were tested. Insights gained from previous studies 

were incorporated into the study to substantiate the findings.  
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Chapter Five: A brief summary of the research findings is presented in this chapter. The 

conclusion arrived at systematically addresses the research objectives and hypotheses. 

Recommendations emanating from the study are presented. Limitations and implications for 

further research are outlined.   

 

1.12 DEFINITIONS 

 

For the purposes of this research, the following definitions are used: 

 

1.11.1 Service is defined as ‘a process of consisting of a series of more or less intangible 

activities that normally, but not necessarily always, take place in the interactions between the 

customer and service employees and/or physical resources or goods and/or systems of the 

service provider, which are provided as solutions to consumer problems’ Grönroos (2007:52). 

 

1.11.2 Service quality is ‘the consumer’s evaluative judgement about an entity`s overall 

excellence or superiority in providing desired benefits’ (Arnauld, Price & Zinkhan, 

2002:327). 

 

1.11.3 SERVQUAL is ‘a concise, multiple-item scale that organisations can use to better 

understand the expectations and perceptions, and as a result, improve service’ (Parasuraman, 

Zeithaml & Berry, 1988:30).  

 

1.11.4 Online banking is defined as ‘an Internet portal through which customers can use 

different kinds of banking services ranging from bill payment to making investments’ 

(Pikkarainen et al., 2004:224).   

 

1.11.5 Customer satisfaction is consistently doing something of value for customers in a 

way they want or expect it to be done (Levy & Weitz, 2001:152). 

 

1.11.6 Loyalty is defined as ‘a consumer’s inclination to patronize a given firm or chain of 

firms over time’ (Knox & Denison, 2000:34). 
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1.11.7 E-loyalty represents behavioural intention on the part of the user and is conceived as a 

consumer`s intention to buy through an organisation’s website (Cyr, Head & Ivanov, 

2009:852). 

 

1.11.8 E-service quality can be defined as ‘the consumers’ overall evaluation and 

judgement of the excellence and quality of e-service offerings in the virtual marketplace’ 

(Santos, 2003:235).  

 

1.11.9 E-S-QUAL is broadly defined to encompass all phases of a customer’s interactions 

with the website: the extent to which a website facilitates efficient and effective shopping, 

purchasing and delivery scale (Parasuraman et al., 2005:5).  

 

1.11.10 Validity is the ability of an instrument to measure what it is intended to measure 

(Zikmund, 1999:222). 

 

1.12.11 Reliability refers to the extent to which a scale produces consistent results if repeated 

measurements are made (Malhotra and Birks, 1999:313). 

 

1.11.12 A bank is a public company registered as a bank in terms of the Banks Amendment 

Act, 2003 (Act No. 19 of 2003). The business of a bank is the solicitation and advertising for 

and the acceptance of deposits from the general public on a regular basis and the utilisation of 

deposits accepted. 

 

1.12 SYNOPSIS 

 

In today`s fast-paced business environment, rendering quality service to customers has 

become crucially important to any organisation and banks are no exception. The rapid 

advancement in technology-based systems, especially those related to the Internet, has led to 

fundamental changes in how banks interact with customers. It was emphasised that a sound 

measure of service quality is key to banks as they seek to become competitive in their 

attempts to keep customers satisfied and loyal. 

 

The objectives of the study and research design were outlined. Finally, the outline of the 

study and definition of important concepts was provided. In the next chapter, an overview of 
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the banking sector is provided. Emphasis is placed on extant literature on traditional services, 

service quality and electronic services. 
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CHAPTER 2 

 

SERVICE QUALITY, SATISFACTION AND LOYALTY 

  

2.1 INTRODUCTION 

 

In the previous chapter an overview of the banking sector was provided. The chapter drew 

attention to the fact that, in search of competitive advantage, banks in particular have focused 

on shifting their delivery towards self-service channels such as online banking services. The 

importance of providing quality service to online customers was emphasised. The problem 

statement, hypotheses, objectives of the study and the research design were outlined. 

 

The aim of this chapter is to provide an overview of the South African banking industry. This 

is undertaken to get a better understanding of the nature of the competition in service 

provision to bank customers. A brief synopsis of the literature on traditional service 

marketing – its characteristics, models and instruments of service quality – is provided before 

proceeding to e-service quality. A review of the literature on customer perceptions of 

technology-based banking service quality, customer satisfaction and loyalty and their 

relationships is provided.  

 

In the following section gives an overview of the South African banking industry.  

 

2.2 THE BANKING INDUSTRY 

 

South Africa has one of the leading banking infrastructures in the whole of Africa, with four 

major commercial banks: Standard Bank, Amalgamated Banks of South Africa (ABSA), First 

National Bank (FNB) and Nedbank. The banking service market share is highly concentrated 

as the top four banks occupy approximately 98 percent of the sector assets while the 

remaining 2 percent is attributed to 11 other small banks (Maumbe, 2006:72).  These small 

banks are: African Bank Ltd, Capitec Bank Ltd, Imperial Bank Ltd, Investec Bank Ltd, 

Marriott Corporate Property Bank Ltd, MEEG Bank Ltd, Peoples Bank, Regal Treasury 

Private Bank Ltd (in liquidation), Sasfin Bank Ltd and TEBA Bank Ltd. Singh (2004:188) 
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posits that the South African banking industry is dominated by the four major banks, which 

provide more or less the same banking products to customers. 

 

Loonam and O’Loughlin (2008:759) and Haenlein, Kaplan and Beeser (2007:221) point out 

that in the past decade, the retail banking industry across the world has started to face a set of 

radically new challenges that have impacted  negatively on industry margins and profitability. 

According to Haenlein et al. (2007:221), for the major part, these challenges have been 

caused by advances in modern information and telecommunication technologies, which have 

ultimately resulted in higher cost transparency and brand-switching behaviour. The increased 

competition has led to a commoditisation of basic banking products, such as deposit-taking, 

mortgages and credit facilities. This has further been fuelled by a rising number of new 

entrants in the retail banking sector coming from other sectors such as insurance and 

automobile production. From a South African perspective, Fourie, Falkena and Kok 

(2001:90) assert that today banks are no longer the only suppliers of banking services; there 

are many traditional activities of banks that can now be undertaken equally well by markets, 

non-banking financial institutions and non-financial companies. Examples of such activities 

include providing micro-credit facilities and payments systems. 

 

The South African banking industry currently faces several strategic changes with significant 

consequences for untapped markets (Maumbe, 2006:72). With the re-entry of South Africa 

into the world economy in 1994, the South African banking industry is experiencing a 

number of fundamental forces of change. Globalisation, technological advancement, financial 

innovation, regulation and deregulation are some of the most important of these forces. 

Globalisation and regulatory developments, for instance, are changing the platform of 

competition in the industry. Firms from other industries (for example, Virgin Mobile) are 

entering the banking business and banks are forced to compete globally.  

 

Singh (2004:190) records that Internet banking in South Africa started in 1996. The start was 

fairly slow, but consumers were attracted to the convenience, safety and low costs of online 

banking. ABSA was the first to offer online services, followed by Nedcor. Standard Bank, 

First National Bank and Mercantile Bank, respectively, followed suit. 

 

The competition in providing quality service (be it through branch or online banking service) 

to customers is becoming increasingly intense in today’s fast-paced changing business 
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environment and banks need to design appropriate marketing strategies in selling their 

services to their customers. The proliferation of, and rapid advances in, technology-based 

systems, especially those related to the Internet, have led to fundamental changes in how 

banks interact with customers (Ombati, Magutu, Nyamwange & Nyaogo, 2010:152). This 

trend is well established in the service sector, where service providers are urged to invest in 

technology to secure a competitive advantage in an electronic age (Zhang & Prybutok, 

2005:462).  

 

2.3 THE SERVICE SECTOR 

 

The service sector is growing in importance. Almost two-thirds of the world`s economic 

output is accounted for by services (Malhorta, Ulgado, Agarwal, Shainesh & Wu, 2005:271).  

Zeithaml et al. (2009:6-7) opines that service concepts and strategies have been developed in 

response to the tremendous growth of service industries, resulting in their increased 

importance to the United States (US) and world economies. Currently service jobs dominate 

most US business activity. Information from the  Bureau of Labour Statistics indicates that 

the service sector of the US economy accounts for more than 75 percent of US gross 

domestic product (GDP) and about 80 percent of all US jobs (Allred & Addams, 2000:52). 

Coinciding with the tremendous growth in the global service economy, the demand for 

individuals who command service marketing expertise is expanding (Hoffman & Bateson, 

2006:13). 

 

Since the Second World War, Western Europe has seen a steady and unrelenting decline in its 

traditional manufacturing sector. The supremacy of this sector’s position has been overtaken 

by numerous service-based enterprises, which were quick to spot the opportunities created by 

both organisational needs and increased personal affluence and the consequent raising of the  

lifestyle expectations of the population. This shift in emphasis has been so pronounced that 

some observers refer to it as the ‘second industrial revolution’ (Mcdonald & Payne, 2006:1).  

 

In South Africa the services sector (particularly the financial sector) is also becoming 

increasingly important in the economy. According to a report by Fin24 (2009), the financial 

services sector has overtaken the manufacturing sector as the largest contributor to South 

Africa’s GDP. The contribution of the financial services sector to the country's GDP in 2008 

was 22%, and that of the manufacturing sector was 19%, while government itself added 15% 
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in services. In 2010, the mining sector contributed 9.5% to the GDP while agriculture 

contributed only 3.3%.  

 

It is generally believed that the service economy includes the ‘soft parts’ of the economy, 

consisting of nine industry super-sectors – education and health services, financial activities, 

government, information, leisure and hospitality, professional and business services, 

transportation and utilities, wholesale and retail trade and other services (Hoffman & 

Bateson, 2006:57). Furthermore, the financial activities super-sector consists of the finance 

and insurance subsector, and the real estate, rental and leasing subsector. For purposes of this 

research, however, only online commercial banking services will be considered. 

 

It is established that services are becoming increasingly important throughout the world and 

South Africa is no exception. In the following section, a definition of the term ‘service’ and 

its unique characteristics and their marketing implications is discussed. A classification of the 

different types of services is also provided. 

 

2.4 TRADITIONAL SERVICES 

 

2.4.1  Definition 

 

Zeithaml et al. (2009:4) broadly define services as ‘deeds, processes and experiences and 

performances provided or produced by one entity or person for another entity or person’. 

Grönroos (2007:52) defines service as ‘a process consisting of a series of more or less 

intangible activities that normally, but not necessarily always, take place in the interactions 

between the customer and service employees and/or physical resources or goods and/or 

systems of the service provider, which are provided as solutions to consumer problems’. 

Services usually deal with intangibles – things that you cannot hold, touch nor see before you 

use them.  

 

Kotler (2000:428) defines a service as 'any act or performance that one party can offer to 

another that is essentially intangible and does not result in ownership of anything. Its 

production may or may not be tied to a physical product’. 
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A service is normally perceived in a subjective manner. When services are described by 

customers, words such as ‘experience’, ‘trust’, ‘feeling’ and ‘security’ are used. Grönroos, 

(2007:54) believes that these descriptions are highly abstract ways of formulating what a 

service is. Unlike goods quality, which can be measured with some objectivity, service 

quality is abstract and elusive. The unique features of services, such as inseparability of 

production and consumption, intangibility and heterogeneity, make measurement of quality a 

very complex issue. In the absence of objective measures, firms must rely on consumers’ 

perceptions of service quality to identify their strengths and/or weaknesses, and design 

appropriate strategies (Karatepe et al., 2005:373). 

 

It is clear that services are not easy to define or classify. As seen above, the essential 

characteristic of services is their intangibility. According to Doyle (2002:339) another 

characteristic peculiar to service is that it is an act or benefit that does not result in the 

customer owning anything tangible. This definition expresses the central idea, but it is limited 

in that it does not sufficiently distinguish between the marketing of goods and services. 

Goods also supply intangible benefits. The essence of the marketing concept is that customers 

do not want goods for their own sake, but for the benefits they provide. Consequently, there 

are rarely such things as pure goods or pure service. Most offers are a combination of 

tangible and intangible elements. Zeithaml et al. (2009:20) are of the view that services tend 

to be more heterogeneous, more intangible and more difficult to evaluate than goods. 

Discussion of the unique characteristics of services and their marketing implications is 

presented in the following section.  

 

2.4.2 Characteristics of services 

 

It is frequently argued that services have unique characteristics that differentiate them from 

goods or manufactured products. Woodruffe (1995:18), McDonald and Payne (2006:17) and 

Jobber and Fahy (2006:173) posit that services have four important features, namely 

intangibility, inseparability, heterogeneity/variability and perishability (simultaneous 

production and consumption). There is growing consensus that the five characteristics 

discussed  in the following sections are unique to services and that they greatly influence the 

way services are marketed and managed (Doyle, 2002:340-45; Kasper, Helsdingen, & 

Gabbot, 2006:181). Zeithaml et al. (2009:20) are of the view that the characteristics of 

services have important implications for marketing practitioners in organisations. 
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2.4.2.1 Intangibility  

 

The most basic distinguishing characteristic of services is intangibility (Zeithaml et al., 

2009:20). Unlike goods, they cannot be seen, touched, tasted or smelled. They are an 

experience or process. According to Doyle (2002:342), this characteristic has a number of 

implications for the consumer and the supplier. First, for the buyer, uncertainty is increased 

because services lack what psychologists call search qualities – tangible properties that the 

buyer can evaluate before purchase. At the same time, services are usually high in experience 

and credence qualities. Experience qualities are those properties that one assesses after 

purchase, such as quality, efficiency and courtesy, and credence qualities are those features 

that are difficult to evaluate even after purchase. For example, most people would find it 

difficult to evaluate how well a car is serviced even after the work is done on the car. Because 

services are low in search qualities and high in experience and credence qualities, consumers 

feel more at risk in their purchase. Secondly, consumers often seek tangible clues to judge the 

quality of service. Such clues include the appearance of the facility, the staff and the prices 

being charged.  

 

Hoffman and Bateson (2006:6) are of the view that the distinction between goods and 

services is not always perfectly clear. In fact, providing an example of a pure good and a pure 

service is very difficult, if not impossible. An interesting perspective regarding the 

differences between goods and services is provided by the goods−service continuum/scale of 

market entities (Doyle, 2002:342; Hoffman and Bateson, 2006:6). The scale of market 

entities presented in Figure 2.1 displays a continuum of products based on their tangibility, 

where goods are tangible dominant and services are intangible dominant. Tangibility and 

intangibility can be treated as dichotomous and it is clear that the dichotomy exists on a 

continuum (Laroche, Bergeron & Goutaland, 2001:27).  Zeithaml et al. (2009:6) refer to this 

as ‘the tangibility spectrum’. 

 

The scale of market entities reveals two important lessons for marketers and academics.  

 First, there really may be no such thing as pure product or pure service. Products 

seemingly are a bundle of tangible and intangible elements that combine to varying 

degrees.  
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 Second, the tangible aspects of an intangible dominant product and the intangible 

aspects of tangible dominant product are an important source of differentiation and 

new revenue streams.  

Figure 2.1  Scale of market entities 

 

Source: Hoffman and Bateson (2006:6)  

 

While maintaining the above view, Hoffman and Bateson (2006:29) do, however, concur 

with Doyle (2002:342) that as a result of intangibility of services, a number of marketing 

challenges arise that are not normally faced when marketing tangible goods. More 

specifically, these challenges include the lack of service inventories, the lack of patent 

protection, the difficulties involved in displaying and communicating the attributes of the 

service to its intended target market and the special challenges involved in the pricing of 

services. 
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2.4.2.2 Inseparability 

 

Related to intangibility is inseparability. Services are normally produced and consumed at the 

same time and in the same place. Unlike services, goods are first produced then sold and then 

consumed. In the case of services, production and consumption takes place simultaneously. 

This means that the service provider becomes an integral part of the service itself (Doyle, 

2002:343; Woodruffe, 1995:19).  

 

Zeithaml et al. (2009:22) highlight the following marketing implications of this 

characteristic: 

 Because services are often produced and consumed at the same time, mass production 

is difficult.  

 The quality of service and customer satisfaction will be highly dependent on what 

happens in 'real time’, including actions of employees and interactions between 

employees and customers. 

 Clearly the ‘real-time’ nature of services also results in advantages in terms of 

opportunities to customise offerings for individual customers. 

 Simultaneous production and consumption means that it is not usually possible to gain 

significant economies of scale through centralisation. 

 Simultaneous production and consumption also means that the customer is involved 

in and observes the production process and thus may affect (positively or negatively) 

the outcome of the service transaction.  

 

2.4.2.3 Heterogeneity 

 

Heterogeneity is the potential for high variability in the quality and consistency of a service 

(Doyle, 2002:344). For example, two successive visits to a bank or two campaigns run by the 

same advertising agency will not be identical in performance and appeal. This arises because 

services involve people at the production and the consumption end. The quality of the result 

will depend upon the individual staff members in charge of it, the individual consumers 

receiving it and the time at which it is performed. Referring to this characteristic, Woodruffe 

(1995:19) asserts that a service is always unique; it only exists once, and it is never exactly 

repeated. 
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Major obstacles presented by heterogeneity translate into the fact that service standardisation 

and quality control are difficult to achieve (Hoffman & Bateson, 2006:42). Concurring with 

this view, Zeithaml et al. (2009:21) emphasise the marketing implication of this 

characteristic. Because services are heterogeneous across time, organisations and people, 

ensuring consistent service quality is challenging. Quality actually depends on many factors 

that cannot be fully controlled by the service supplier, such as the ability of the customer to 

articulate his or her needs, the ability and willingness of personnel to satisfy those needs, the 

presence or absence of other customers, and the level of demand for the service (Zeithaml et 

al., 2009:21). Because of these complicating factors, a service manager cannot always know 

for sure that the service is being rendered in a manner consistent with what was originally 

promised and planned. Sometimes services may be provided by a third party, further 

increasing the potential heterogeneity of the service offering. 

 

2.4.2.4 Perishability 

 

Perishability means that services cannot be saved or stored. Woodruffe (1995:19) believes 

that perishability does not pose too much of a problem as long as the demand for service is 

steady. However, it can have severe difficulties in times of unusually high or low demand for 

services and managers of services must pay special attention to this important characteristic 

of services.  

 

A seat on an airplane or in a restaurant, an hour of a banker’s time or a telephone capacity not 

used or purchased cannot be reclaimed and used or resold at a later time. Thus the primary 

issue that marketers face in relation to service perishability is the inability to take stock of the 

service offering. Demand forecasting and creative planning for capacity utilisation are 

therefore important and challenging decision areas. The fact that services cannot typically be 

returned or resold also implies a need for strong recovery strategies when things go wrong 

(Zeithaml et al., 2009:22). 

 

2.4.2.5 Lack of ownership 

 

Lack of ownership is a basic difference between a service and goods. With goods, buyers 

have full use of the product and the benefits it provides. They can consume it, store it or sell 

it. But in the case of a service, a customer may only have personal access to it (e.g. a hotel 
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room, an airline trip, a bank account) for a limited time (Doyle, 2002:345; Lancaster & 

Reynolds, 2005:107). 

 

Doyle (2002:345) is of the view that to overcome the problem of ownership, service 

managers can employ the following strategies:  

 Create membership associations to provide the appearance of ownership (for example 

executive clubs for air travellers), 

 Stress the advantages of non-ownership (for example providing easier payment terms, 

less risk of capital loss), and 

 Provide incentives for frequent use (for example discounts and free flights). 

Hoffman and Bateson (2006:53) are of the opinion that because of the challenges posed by 

the unique characteristics of services, marketing plays a very different role in service 

organisations than it does in pure goods organisations.  The unique characteristics of services 

provide ample evidence that the invisible and visible parts of an organisation, the contact 

personnel, the physical environment, and the organisation and its customers, are bound 

together by a complex set of relationships.  

 

However all services are not the same. In the following section the classification of services 

is discussed. 

 

2.4.3 Classification of services 

 

McColl-Kennedy (2003:10) is of the view that although it can be demonstrated that services 

differ from physical goods in a number of ways, services should not be grouped together as 

one. It is important to recognise that there are different types of services and different ways of 

classifying services.  

 

Figure 2.2 provides a four-way classification scheme and identifies the following groups: 

 Tangible action directed towards people’s bodies (people processing), including 

transportation, hairdressing, facials and surgery. 

 Tangible actions directed at goods, including air freight, lawn mowing, vet services 

and car repair. 
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 Intangible actions directed towards people’s minds, such as public broadcasting, 

sporting events and plays. 

 Intangible actions directed at things such as banking, insurance, legal and 

architectural services. 

 

Figure 2.2  Lovelock`s four-way classification scheme 

 

Source: McColl-Kennedy (2003:10) 

 

One of the secondary objectives of this study is to conduct a literature study on customer 

perceptions of traditional service quality. In the next section a discussion of the service 

quality construct of traditional services is provided. 

 

2.5 TRADITIONAL SERVICE QUALITY 

 

Traditional service quality (Parasuraman et al., 2005:2) refers to the quality of all non-

internet-based customer interactions and experiences with companies. 
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2.5.1 Development and definition of service quality 

 

The concept of service quality and client care has become one of the key factors contributing 

to how well or badly a business does in its market (Young, 2005:295). The author further 

states that although articles and debates about quality of service and customer care have been 

in circulation for many decades, it really became a focus of management attention in the late 

1970s and early 1980s as a result of number of significant forces: 

• The then steady decline in the performance of much of Western manufacturing in 

the light of the success of certain Asian, particularly Japanese, companies; 

• Emphasis on aftercare and service in some sectors, particularly retail and 

computing; 

• The then powerful quality movement in manufacturing and its emphasis on ‘just 

in time’ process and the ‘zero defects’ policy of ‘total quality management’; 

• The publicity gained by several writers and speakers; 

• Certain well publicised, dramatic improvements in service which affected the 

share price of the firms involved; and 

• The publication of a number of influential research reports. 

 

Al-Hawari and Ward (2006:128) are of the view that in the broader context service quality 

has received much attention because of its obvious relationship with costs, financial 

performance, customer satisfaction and customer retention. Grönroos (2007:82) also believes 

that how service quality is perceived has been studied extensively during the past two 

decades. Most of these studies are based on the disconfirmation notion – that is, quality is 

perceived through a comparison between expectations and experiences over a number of 

quality attributes. Du Plessis and Rousseau (2007:320) are of the view that the measurement 

of service quality has, until recently, received little attention in the marketing literature, 

primarily because managers often disregarded its importance, and secondly because service 

quality is so difficult to conceptualise and measure. 

 

Parasuraman et al. (1988:12) define service quality in terms of perceived service as the 

degree and direction of discrepancy between consumers` perception and expectation. Service 

quality is therefore viewed as a global judgement of an attitude relating to the superiority of 

the service. 
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Services provided by restaurants, banks, airlines, hospitals, hotels, and many other service 

providers are easily characterised as theatre. Whether the customer realises it or not is 

immaterial; all components of a stage production are present in most service experiences 

(Swartz & Iacobucci, 2000:21). Thus, the traditional four Ps of the marketing mix applicable 

to product marketing (product, price, place and promotion) are extended to seven to include 

people, process and physical features in the case of the service marketing mix (Jobber & 

Fahy, 2006:173). A service is normally perceived in a subjective manner. Unlike goods 

quality, which can be measured with some objectivity, service quality is abstract and elusive. 

The unique features of services, such as inseparability of production and consumption, 

intangibility, and heterogeneity, make measurement of quality a very complex issue. In the 

absence of objective measures, firms must rely on consumers’ perceptions of service quality 

to assess their strengths and/or weaknesses, and design appropriate marketing strategies 

(Karatepe et al., 2005:373). 

  

Quality, as construct, has traditionally been defined in terms of products but it is not a 

definitive term. It means different things to different people. Defining quality in the services 

sector is even more difficult, given that customers often cannot ‘see’ the service, making the 

recognition of quality a subjective process,  and so-called objective quality does not exist (Du 

Plessis & Rousseau: 2007:318). Owing to cultural and environmental effects in general, 

consumers of services in different countries have different perceptions of what service quality 

is (Glaveli, Petridou, Liassides & Spathis, 2006:381). In service quality literature it is noted 

that the quality of a product or a service is whatever the customer perceives it to be 

(Grönroos, 2007:73).  

 

Lovelock and Wirtz (2004: 407) observe that the word ‘quality’ means different things to 

people according to the context in which it is used. The following perspectives of qualities 

are identified: 

 The transcendent view of quality is synonymous with innate excellence: a mark of 

uncompromising standard and high achievement. The view point is often applied to 

the performing and visual arts. 

 The product-based approach sees quality as a precise and measurable variable. 

Differences in quality, it argues, reflect differences in the amount of an ingredient or 

attribute possessed by the product. 
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 The user-based definitions start with the premise that quality lies in the eyes of the 

beholder. These definitions equate quality with maximum satisfaction. 

 The manufacturing-based approach is supply-based and is concerned primarily with 

engineering and manufacturing practices. In services, it is operations-driven. 

 Value-based defines quality in terms of value and practice. 

 

Despite the potential for conflict of these alternative views on service quality and predictable 

blind spots, companies can still benefit from such multiple perspectives of quality. 

 

Quality is often considered to be one of the keys to success. The competitive advantage of a 

firm is said to depend on the quality and value of its goods and services. In service contexts, 

quality may be the foundation of the competitive edge, but which quality dimension (what or 

how) is the vital part of excellent total quality? If this question is not answered correctly, then 

wrong actions may be taken, and the company would lose its chance to achieve a stronger 

competitive position (Grönroos, 2007:75). It is proposed that customer perceptions and 

preferences of service quality have a significant impact on a bank’s success (Al-Hawari & 

Ward, 2006:128). Unfortunately, none of the unique features of service can be measured 

using traditional performance measures since they are based on manufacturing products that 

are tangible, homogeneous and separable from their production and consumption (Kang & 

Bradely, 2001:153). In retail banking, service quality is a crucial aspect of the customer 

experience and it is considered a critical measure of organisational performance (Al-Hawari 

& Ward, 2006:131). 

 

The way in which service quality is defined suggests that the so-called objective quality does 

not exist. It is believed that, because of intangibility, service quality cannot be described 

objectively. As a result, quality in service industries should be described in customer terms: 

what customers perceive as quality ought to be the standard of quality (Du Plessis & 

Rousseau 2007:319).  

 

Kasper et al. (2006:176) are of the view that a high-quality service has the following potential 

benefits to an organisation: 

 Creating competitive advantage by insulating customers from competitors; 
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 Lowering customer recruitment costs due to positive word-of-mouth recommendation 

from existing customers who provide a free recruitment service for those 

organisations fortunate enough to have satisfied customers; 

 Promoting positive word-of-mouth endorsement and reputation as customers talk 

about the service to others; 

 Improved financial performance, which is a natural corollary of increased customer 

loyalty, reduced customer recruitment spend and positive word-of-mouth 

testimonials; and 

 Reduced staff turnover, which, although widely canvassed, has only limited empirical 

support. 

 

The term ‘service quality’ is frequently used by both academics and practitioners. However, 

it is not defined in a way which could guide management decisions. Too often the term 

‘quality’ is used as if it were a variable itself, and not a function of a range of resources and 

activities. To state that service firms, for instance, will have to develop the quality of their 

services to be able to compete successfully in the future is meaningless, unless one can: (1) 

define how service quality is perceived by the consumers; and (2) determine in what way 

service quality is influenced (Grönroos, 2007:57). Young (2005:300) is of the view that 

quality of service is so important for service companies that an explicit service strategy 

should be developed as part of the normal planning processes of the business. It should be 

based on market and client insights. 

 

Part of the objective of the study is to identify the dimensions that influence online banking 

service quality in the commercial banking sector. In the following section the dimensions and 

models of service quality of traditional services are discussed. Thereafter, the unique 

dimensions and models of service quality applicable to e-services in general and online 

banking in particular are provided. This is necessary in order to understand the essential 

differences in the measurement of brick and mortar service quality as compared with e-

service quality.  
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2.6 DIMENSIONS OF SERVICE QUALITY 

 

When trying to plan service improvements, particularly in a large firm, it is necessary to 

break the offer into recognisable components, or ‘features’, which can be individually 

improved. By doing so, suppliers can understand which aspect of their service is deficient 

when compared with clients’ expectations or competitor performance. They can then rank 

these services in terms of importance and calculate the real cost of any improvement. In this 

way service improvement then becomes a practical and manageable programme and not a 

vague wish list (Young, 2005:305).  

 

Numerous researchers and academics have tried to uncover the general attributes of services 

that contribute greatly in assessment of service quality (Young, 2005:308). Parasuraman et al. 

(1988:12-40) conducted qualitative interviews and produced a set of ten potentially 

overlapping dimensions: tangibles, reliability, responsiveness, competence, courtesy, 

credibility, security, access, communication and understanding. These ten dimensions and 

their descriptions served as the basic structure for the development of the SERVQUAL scale. 

The research continued into a second phase where the ten dimensions were collapsed into 

five (Parasuraman et al., 1988:12). These five became dominant in service quality research. 

They are often referred to as the RATER dimensions (Kasper et al., 2003:189). The 

following table provides a description of the most commonly used dimensions of service 

quality. 
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Table 2.1 Service quality dimensions and description 

Dimension Description 

Reliability 

 

 

Ability to deliver the promised service dependably and accurately. 

For example, the consistency in meeting service promises which could include 

keeping schedules or appointment times, completing tasks on time, ensuring that 

outcomes are met. 

Assurance 

 

 

Knowledge and accuracy of employees who are able to inspire trust and confidence. 

These include competence, courtesy, credibility and security. This dimension would 

include staff training in the use of tools and knowledge of their service processes, 

customer interaction, and the perception that the service is competent and not going to 

harm anyone. This has also been seen to include brand names, and reputation. 

Tangibles 

 

 

Appearance of physical facilities, equipment, and personnel. The elements of the 

service environment impact upon perceived service quality; for instance, cleanliness 

of premises, staff appearance and the appropriateness of things like computers, phones 

and décor. 

Empathy 

 

 

 

Giving individual attention to customers; understanding and caring for the customer. 

This includes access, communication and understanding. This composite dimension is 

really about the communication style of the service organisation through its service 

personnel and its communications, including leaflets, instructions, signage and people 

management. 

Responsiveness 

 

Service provider’s willingness to help customers and provide prompt service. 

This refers to the ability of the service to respond to individual customer requirements 

such as specifying delivery times, altering aspects of the delivery process, and 

ensuring that customers remain involved. 

Source: Adapted from Parasuraman et al. (1988:15) 

 

2.7 MODELS OF SERVICE QUALITY 

 

To date, various researchers have developed a number of models of service quality.  While it 

would be desirable to review all available models, the focus will be on those models which 

are well known and are widely used in business and in academic circles. 

 

2.7.1 The SERVQUAL model 

 

The basis of much thought in service quality research stems from the work of Parasuraman, 

Zeithaml and Berry (1985, 1988, 1991, 1994) whose work is the most widely used model of 

service quality: The SERVQUAL model (McColl-Kennedy, 2003:82). 
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The basis of the SERVQUAL model is that customers are not blank sheets of paper but that 

they approach events, including purchases, with some expectation of what will unfold during 

the service encounter. According to this model, customers are satisfied if what they 

experienced was better than they expected; if it is worse than they expected then they are 

dissatisfied. This does not say much about the actual quality of the service experience itself, 

only its perceived performance relative to expectations. Nevertheless, expectations and the 

subsequent performance are fundamental aspects of service quality (Kasper et al., 2006:183). 

 

According to some early findings, service quality was accepted as a measure of how well the 

customer expectations were met by the delivered service. Relating to expectations, Berry and 

Parasuraman (1991:56) discuss two levels of expectations and conclude that customers’ 

service expectations exist at two different levels: a desired level and an adequate level. The 

desired service level reflects the service the customer hopes to receive. It is a blend of what 

the customer believes ‘can be’ and ‘should be’. The adequate service level reflects what the 

customer finds acceptable. It is, in part, a function of the customer’s assessment of what the 

service ‘will be’, i.e. the customer’s predicted service level. 

 

The reasoning of the SERVQUAL instrument is based on the concept ‘Zone of Tolerance’ 

Figure 2.3, taken from Zeithaml et al. (2009:77) shows these two expectation standards as the 

upper and lower boundaries for customer expectations. The figure portrays the idea that 

customers access service performance on the basis of two boundaries: what they desire and 

what they deem acceptable. 

 

Figure 2.3  The zone of tolerance 

 

 

 

 

 

 

 

Source: Zeithaml et al. (2009:81)  

 

Desired Service 

 

 

Zone of Tolerance 

 

Adequate Service 
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The difference between the desired service level and the adequate service level is called the 

zone of tolerance, which can be considered to be a zone of acceptability. Johnston (1995:47) 

describes this zone of tolerance in relation to loyalty. A performance below the zone of 

tolerance will cause customer frustration and decrease customer loyalty. A performance level 

above the tolerance zone will pleasantly surprise customers and strengthen their loyalty. The 

service quality/disconfirmation model has three outcome states on a variable scale. The three 

states are ‘dissatisfaction’, resulting from poor perceived quality (negative disconfirmation), 

‘delight’ as a result of high quality (positive disconfirmation) and ‘satisfaction’ from 

adequate quality (confirmation) (Johnston, 1995:2). 

 

Kasper et al., (2006:186) explain these outcomes as follows: 

 When expectations are exceeded (E<P), this is the easiest and most desirable state for 

an organisation. This provides the basis of positive confirmation, where the outcome 

is beyond satisfaction and closer to customer delight. Perceived service quality is 

high. 

 When expectations are not met (E>P), perceived service quality is low and the 

organisation would expect to have a dissatisfied customer. 

 When expectations are met (E=P), the customer will assess the quality of the service 

as satisfactory.  

 

Of all the models developed so far, the SERVQUAL model is by far the most widely used by 

academics and practitioners of marketing. The SERVQUAL scale involves a survey 

containing 22 service attributes, grouped into the five service quality dimensions of 

reliability, responsiveness, assurance, empathy, and tangibles (Zeithaml et al., 2009:151; 

Kasper et al., 2006:191). The SERVQUAL instrument highlights several points that service 

providers should consider when examining service quality (Hoffman & Bateson, 2006: 348). 

According to Kang and Bradely (2001:153-4), SERVQUAL is a concise multiple-item scale 

that contains 22 pairs of Likert-type items, where each item is recast into two statements. One 

half of these items are intended to measure customers’ expectations about organisations in 

general within the service categories being investigated, and the other 22 matching items are 

intended to measure their perceptions about the particular organisation whose service quality 

is being assessed. The items are presented in a seven-point response format with anchors 

‘strongly agree’ and ‘strongly disagree’. Service quality is then measured by calculating the 
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‘difference scores’ between corresponding items, the difference between customers’ 

perception and expectation of service, along five dimensions of service: tangibility, 

reliability, responsiveness, empathy and assurance. 

 

The SERVQUAL model, shown in Figure 2.4 below, contains a large part of the 

disconfirmation paradigm – the disconfirmation between expected service and perceived 

service. The process is influenced by four externalities: word-of-mouth recommendation, 

personal needs, past experience and external communication, which impact the formation of 

expectations. In simplest terms, the SERVQUAL model defines quality as the difference 

between consumers` expectations and perceptions of the service delivered (Kasper et al., 

2006:190) 

 

For each service dimension and for the total service, a quality judgement is computed 

according to the following formula: 

 

Perception – Expectation = Service quality 

 

Figure 2.4 The SERVQUAL model  

 

Source: Kasper et al. (2006:190) 

 

Closely related to the concepts of desired service, adequate service and zone of tolerance is 

the Gaps model. Their relation lies in the fact that both are based on what is expected of a 

service compared with what actually was received by customers during a service encounter.  

 

Expectations are beliefs about how a product or service will perform. They can be described 

as desired product or service outcomes (Du Plessis & Rousseau, 2007:159). This brings in the 
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concept of the customer gap. The customer gap, according to Zeithaml et al. (2009:32), is the 

difference between customer expectations and perception; customer expectations are 

standards or reference points that customers bring into service experience, whereas customer 

perceptions are subjective assessments of actual service experiences during service 

encounters. Zeithaml et al. (2009:75) elaborate further, stating that customers’ expectations 

are beliefs about a service delivery that serve as standards or reference points against which 

performance is judged. Because customers compare their perceptions of performance with 

these reference points when evaluating service quality, sufficient knowledge about customer 

expectation is critical to services marketers. Customer expectations constitute an integral part 

of service quality evaluations. In order to manage service quality, a strategic effort should be 

made at company level to understand and manage their customer’s expectations and 

perceptions regarding the quality of service delivered in daily interactions (Bick, Abratt & 

Moller, 2010:14). 

 

The possible quality difference is captured in what is called the Gaps model of service quality 

(Kasper et al., 2006:192). The full conceptual model, shown in the Figure 2.5 below, serves 

as a framework for service organisations attempting to bring about improvement in the 

quality of their services. The key to closing the customer gap (difference between consumers’ 

expectation and management’s perceptions of those expectations) is to close provider gaps 1 

to 4 and keep them closed. To the extent that one or more of provider gaps 1 to 4 exist, 

customers perceive service quality shortfalls (Zeithaml et al., 2009:43). Figure 2.4 (below) 

depicts the Gaps model. 
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Figure 2.5 Gaps model of service quality 

 

Source: McColl-Kennedy (2003:82) 

 

An explanation of the different gaps is pursued in the following section. 

 

2.7.1.1 Gap 1: The listening gap 

 

Gap 1 is the difference between customer expectations of service and company understanding 

of those expectations. Key factors leading to this gap are: 

 Inadequate market research orientation, 

 Lack of upward communication,  

 Insufficient relationship focus, and 

 Inadequate service recovery. 

 

2.7.1.2 Gap 2: The service design and standard gap  

 

Gap 2 is the difference between company understanding of customer expectations and 

development of customer-driven service designs and standards. Key factors leading to this 

gap are: 
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 Poor service design, 

 Absence of customer-driven standards and 

 Inappropriate physical evidence and servicescape. 

 

2.7.1.3 Gap 3: The service performance gap 

 

Gap 3 is the discrepancy between development of customer-driven service standards and 

actual service performance by a company’s employees. Key factors leading to this gap are: 

 Deficiencies in human resource policies, 

 Failure to match supply and demand, 

 Customer not fulfilling roles, and 

 Problems with service intermediaries. 

 

2.7.1.4 Gap 4: The communication gap 

 

Gap 4 illustrates the difference between service delivery and the service provider’s external 

communications. Key factors leading to this gap are: 

 Lack of integrated service marketing communications, 

 Ineffective management of customer expectations, 

 Overpromising, 

 Inadequate horizontal communications, and 

 Inappropriate pricing. 

2.7.1.5 Gap 5: The customer gap 

 

Gap 5 refers to the mismatch of expectations of service performance and outcome (McColl-

Kennedy, 2003:83). It is the difference between customer expectations and perceptions. 

Hoffman and Bateson (2006:334) refer to the customer gap as the ‘service gap’. Ultimately, 

the goal of the service firm is to close the service gap or at least narrow it as far as possible. 

 

The SERVQUAL instrument, however, is not without criticism and has limitations in 

measuring service quality (Kasper et al., 2006:196). These criticisms and limitations are 

highlighted in the following section. 
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2.7.1.6 Criticisms of the SERVQUAL instrument 

 

Research literature on service quality has grown enormously over the past two decades 

(Cronin & Taylor, 1994, Babakus & Boller, 1992:253, Teas, 1993:18). 

 

Grönroos (2007:86) argues that the SERVQUAL scale should be applied carefully, and the 

determinants and attributes of the instrument should always be reassessed in any situation 

before the instrument is used. Service as well as markets and cultural environments are 

different. It may be necessary to add new aspects of the service to be studied to the original 

set of determinants and attributes and sometimes to exclude some from the measurement 

instrument used. Since the development of the SERVQUAL instrument, it has received its 

share of criticism. The major criticisms of the instrument involve the length of the 

questionnaire, the validity of the five service quality dimensions, and the predictive power of 

the instrument in regard to subsequent consumer purchase (Hoffman & Bateson, 2006: 346). 

Kuo, Wu and Deng (2009:888) also concur with the aforementioned argument. The model 

has drawn attention from academic and practical circles and many scholars have questioned 

the conceptual framework and measurement method of this model. 

 

Of all the criticisms levelled against the SERVQUAL model, the review and critique of 

Buttle (1996:10) stand out. Notwithstanding its growing popularity and widespread 

application, SERVQUAL has been subjected to a number of theoretical and operational 

criticisms which are detailed below (Buttle, 1996:10). 

 

Buttle (1996:9) summarises some of the criticisms of the application of the instrument as 

follows. There is little evidence that customers access service quality in terms of the 

perceptions expectations gap. Expectations may not exist or may not be formed clearly 

enough to serve as a standard for the evaluation of a service experience. Expectations may be 

formed simultaneously with service consumption. In some instances expectations may attract 

a socially desirable response bias. Respondents may feel motivated to adhere to high 

expectations. A further criticism is that the SERVQUAL instrument fails to capture the 

dynamics of changing expectations. Consumers learn from experience and thus expectations 

may change over time. Babakus and Boller (1992:253) found that the dominant contributor to 

the gap score was the perception score because consumers generally rate their expectations 
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higher than perceptions. The two administrations of the instrument cause boredom and 

confusion among respondents. 

 

SERVQUAL`s five dimensions are not universal, and items do not always load on to factor 

as one would expect. The number of dimensions is questionable and their stability differs 

from context to context. It is evident that all SERVQUAL dimensions did not factor out when 

applied to different settings. When the SERVQUAL instrument was employed in a modified 

form, more than five dimensions were revealed in some cases (Dabholkar, Thorpe & Rentz, 

1996:05, Buttle, 1996:13). Babakus and Boller (1992:253) reasoned that the domain of 

service quality may be factorially complex in some industries and simple in others. In fact, 

the authors claim that the number of service quality dimensions is dependent on the particular 

service offered. 

 

In the next section the Nordic service quality model is discussed. 

 

2.7.2 The Nordic model of service quality 

 

This model was developed by Grönroos and is often referred as the Grönroos model. 

According to this model the quality of service depends on two variables: expected service and 

perceived service (Grönroos, 1984:37). Perceived service quality is the outcome of the 

comparison of what is perceived and expected of a service. This model represents the service 

experience on the bases of functional and technical elements (McColl-Kennedy, 2003:81). 

 

Technical quality refers to a dimension which describes what the customer gets as the 

outcome of interaction with the organisation (Kasper et al., 2006:187). Technical qualities 

include aspects such as technical solutions, know-how, machines and computer systems. For 

example, the actual haircut by a hairdresser, or investment advice from a banker constitutes 

technical quality (McColl-Kennedy, 2003:81). 

 

Functional quality refers to a dimension which describes the process by which the technical 

quality is delivered to the customer (Kasper et al., 2006:187). Aspects of functional quality 

can refer to customer contacts, behaviour, attitudes, service orientation, appearance, internal 

relations and accessibility. An example of functional quality is the friendliness of bank 

personnel or the amount of attention given to the customer (McColl-Kennedy, 2003:81). 
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Based on early satisfaction literature, Grönroos` model of perceived service quality (see 

Figure 2.6 below) reflects the effect of the disconfirmation of expectations model on the 

development of service quality models. Within this model, Grönroos contends that informing 

service quality perceptions, consumers compare the expected level of service and the actual 

service performance they receive (McColl-Kennedy, 2003:81). One interesting observation 

from this model is that an acceptable technical quality can be thought of as a prerequisite for 

a successful functional quality. On the other hand, it seems as if temporary problems with the 

technical quality may be excused if the functional quality is good enough (Kasper et al., 

2006:187). Functional quality is seen as more important to the perceived service quality than 

technical quality, as long as the technical quality dimension is at a satisfactory level. 

 

The corporate image (service image) was also identified as a third dimension that affects 

perceived service quality (Grönroos, 1984:39). Grönroos (1984:39) asserts that consumers` 

perception of service quality is influenced by the view consumers hold of the service supplier 

(corporate image). According to this assertion, the consumer will find the perceived service 

quality satisfactory even if the service itself was not that good. Normally the consumer will 

find excuses for the negative service experience because of a certain corporate image of the 

bank. 

Figure 2.6 Perceived service quality 

 

Source: Grönroos (1984:37) 
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2.7.3 The three-component model 

 

McColl-Kennedy (2003:88) reports that, following the decreasing popularity and criticism of 

the SERVQUAL model, there was renewed interest in the technical and functional quality 

dimensions developed by Grönroos (1982:298) in the Nordic model. This resulted in Rust 

and Oliver (1994:11) developing a three-component model of service quality (Figure 2.7). 

This model includes factors relating to service product, service delivery and service 

environment, as shown in the figure below. 

 

Figure 2.7 The three-component model of service quality 

 

Source: Rust and Oliver (1994:11) 

 

2.7.3.1 The service product 

 

The service product is the consumer`s overall perception of the service offering and outcome, 

including any additional services that accompany its delivery. The customer`s assessment of 
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the service product results from an evaluation of what the customer gets from the service as 

opposed to how it is received (McColl-Kennedy, 2003:88). 

 

2.7.3.2 The service delivery 

 

The service delivery is the interaction between consumers and organisation within the service 

setting. Because services are intangible, variable and inseparable, the communication 

between provider and customer shapes the way the customer perceives the service delivery. 

Service delivery, in this case, refers to the process of consuming a service. It involves all 

events and performances taking place during the delivery of a service (McColl-Kennedy, 

2003:88). 

 

2.7.3.3 The service environment 

 

The service environment is the internal and external environment. While the internal 

environment refers to the organisational culture and philosophy of management, the external 

environment reflects the setting in which the service is delivered. The atmosphere, space and 

symbolic elements combine to form the whole external environment (McColl-Kennedy, 

2003:88). 

 

The implication of the three-component model is that organisations can target the three main 

elements of service quality to improve perceptions of overall service quality. The model helps 

to better understand how service quality works and suggests the elements on which service 

managers should base service quality research. 

 

In the preceding section, models of traditional service quality which are well known and have 

the widest use in business and academic circles were discussed. In the following section the 

focus is on e-services and models of e-service quality. The conceptual background to the 

development and application of the construct of e-service quality is discussed first.  
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2.8 E-SERVICE QUALITY (ESQ) 

 

2.8.1  Development and definition of e-services quality 

 

In the last fifteen years a number of interrelated socio-economic and technological trends 

have led to the emergence and continuous growth of electronic forms of service. Electronic 

services, also known as high-technology services, can be defined as knowledge intensive 

services or composite service offers, interactively co-produced by the customer, through or 

with the help of electronic communication media (Kasper et al., 2006:326; Akinyele & 

Olorunleke, 2010:209). Santos (2003:233) further asserts that e-service has been increasingly 

recognised by both researchers and practitioners as being one of the key drivers of success in 

e-commerce. 

 

McColl-Kennedy (2003:383) broadly defines e-services as those services made available over 

the Internet in a user-friendly way. Those services may be accessed through Web browsers, 

mobile devices or even embedded services such as automobile navigation systems. Hoffman 

and Bateson (2006:69) offer a more generic definition and describe e-service as an electronic 

service, available via the net, which completes tasks, solves problems or conducts 

transactions. E-services can be used by consumers and businesses, and can be accessed via a 

wide range of applications. Similarly, Rowley (2006:341) defines e-service as deeds, efforts 

or performances whose delivery is mediated by information technology (including the Web, 

information kiosks and mobile devices) and as such includes the service element of e-tailing, 

customer support, service and service delivery. In respect of online banking, Hu and Liao 

(2011:3764) indicate that customers can receive financial services and perform transactions 

on the Internet through the website of a bank during off-office hours and from any place 

where Internet access is available. 

 

Research into traditional service quality has been popular for more than two decades. Only a 

limited number of scholarly articles deal directly with how customers assess e-SQ and its 

antecedents and consequences (Parasuraman et al., 2005:2). Bressolles and Durrieu 

(2010:336) describe electronic service quality as a transactional quality and include elements 

of evaluation both ‘pre’ and ‘post’ service experience. According to this description a 

transaction through e-services is seen as a goal-oriented activity. 
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Developed from Internet marketing and the traditional service quality literature, the concept 

of service quality in e-commerce (‘e-service quality’) can be defined as the consumers` 

overall evaluation and judgement of the excellence and quality of e-service offerings in the 

virtual marketplace (Santos, 2003:235). Parasuraman et al. (2005:2) are of the view that there 

are three broad conclusions that are potentially relevant to defining, conceptualising, and 

measuring perceived e-SQ that emerge from the traditional service quality literature. These 

are: 

 The notion that quality of service stems from a comparison of actual service 

performance with what it should or would be has broad conceptual support, although 

some still question the empirical value of measuring expectations and operationalising 

service quality as a set of gap scores;  

 The five SERVQUAL dimensions of reliability, responsiveness, assurance, empathy, 

and tangibles capture the general domain of service quality fairly well, although 

(again from an empirical standpoint) questions remain about whether they are five 

distinct dimensions; and 

 Customer assessments of service quality are strongly linked to perceived value and 

behavioural intentions. 

 

2.8.2 E-Service quality models 

 

Over the past decade, there has been a growing body of work focusing on conceptualising, 

measuring, and managing service quality and its effects in electronic environments. Akin to 

research on service quality in traditional (bricks and mortar) retail and service environments, 

the conceptualisation and measurement of quality in electronic services (or e-service quality) 

has emerged as a strategic issue (Carlson & O`Cass, 2011:264).  

 

Several researchers have identified different sets of dimensions for electronic service quality 

as they develop instruments to measure electronic service quality. The differences between 

service quality in traditional and electronic commerce is the absence of interpersonal contact 

in the case of e-services (Bressolles & Durrieu, 2010:336). This important difference has 

implications for the dimensions that should be used when evaluating e-service quality. There 

is growing evidence of variation in the outcomes of different studies on the dimensions of e-

service quality that have surfaced in the attempt to address the key attributes of service 
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quality, directly or indirectly, of online services (Han & Baek, 2004:209; Parasuraman et al., 

2005:230).  

 

In an attempt to identify the features or dimensions that customers use to assess the quality of 

virtual services or operations, Madu and Madu (2002:249) proposed a set of dimensions that 

could be used to assess the quality of virtual services or operations. The authors define virtual 

services or operations as online operations that often involve business transactions through 

the Internet. The authors came up with these dimensions after reviewing and synthesising 

different research papers on quality and ancillary information on e-commerce. These 15 

dimensions for e-quality are: performance, features, structure, aesthetics, reliability, storage 

capability, serviceability, security and system integrity, trust, responsiveness, product/service 

differentiation and customisation, website policies, reputation, assurance and empathy. 

 

To date, a number of widely used instruments have been developed to measure the quality of 

e-services, namely E-SQ, E-RecS-Qual, WebQual (Parasuraman et al., 2005:213-233; 

Santos, 2003:233-246; Barnes & Vidgen, 2003:298) and e-banking portal quality (Bauer et 

al., 2005:172). The table below records prior studies conducted on e-service quality scales.  
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Table 2.2  Online service quality scales in prior studies 

 
Article 

 

Scale 

 

Information-

related 

 

System-related 

 

Service-related 

 

Zeithaml et al. 

(2000) 

 

E-SQ  Access, ease of 

navigation, flexibility, 

reliability, price 

knowledge, 

aesthetics, efficiency, 
personalisation, privacy 

Responsiveness, 

assurance 

Yoo and Donthu 

(2001) 

SITEQUAL  Ease of use, design, 

speed, security 

 

Francis and White 

(2002) 

PIRQUAL Product attribute Functionality, ownership 

conditions, security 

Delivery, customer 

service 

Loiacono et al. 

(2002) 

WEBQUAL 

(1) 

Informational fit 

to task, ease of 

understanding, 

completeness 

Appeal, response time, 

flow, image, operations, 

better than 

alternatives, 
innovativeness, 

interactivity, trust 

 

Barnes and Vidgen 

(2002) 

WEBQUAL 

(2)  

Information Usability, design Empathy, trust 

Wolfinbarger and 

Gilly (2003) 

 

e-TailQ  Website design, privacy Fulfilment/reliability, 

customer service 

Parasuraman et al. 

(2005) 

E-S-Qual  Efficiency, availability, 

privacy 

Fulfilment 

Parasuraman et al. 
(2005) 

 

E-Res-QUAL  Responsiveness Compensation, 
contact 

Bauer et al. (2006)  eTransQual  Reliability, process, 

functionality/design 

Responsiveness, 

enjoyment 

 

Source: Ding, Hu and Sheng (2011:509) 
 

By synthesising previous research in service operations and information systems, Ding et al. 

(2010:509) propose a holistic framework of the fundamental roles of an online vendor and 

then use the framework to guide a scale development that targets the quality of online self-

services in e-retailing. With respect to online services, the following qualities and 

corresponding constructs were identified, as shown in Figure 2.8: 

 Information quality entails accuracy, completeness, timeliness, and/or effectiveness in 

presentation. 

 System quality embraces important characteristics of an information system, invariant 

of system usage or applications, such as accessibility, flexibility, integration, 

reliability, and timeliness.  
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 Service represents another crucial quality dimension of online services.  

 

Figure 2.8  E-service composition and corresponding quality constructs 

 

Source: Ding et al. (2010:510) 

 

 

While it would be desirable to review all available models, the focus will be on those which 

are well known and have the widest use in business and academic circles. In the following 

section a discussion of these models is undertaken. 

 

2.8.2.1The E-S-QUAL scale 

 

In their study, Parasuraman et al. (2005:218) identified website features at the perceptual 

attribute level and categorised them in 11 e-SQ dimensions. Table 2.2 contains descriptions 

of these dimensions of e-service quality. 
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Table 2.3  Dimensions of e-SQ 

E-Service Quality Dimension Description 

Reliability Correct technical functioning of the site and the accuracy of service 

promises (having items in stock, delivering what is ordered, 

delivering when promised), billing, and product information 

Responsiveness 

 

Quick response and the ability to get help if there is a problem or 

question 

Access 

 

Ability to get onto the site quickly and to reach the company when 

needed 

Flexibility Choices of ways to pay, ship, buy, search for, and return items 

Ease of navigation Site contains functions that help customers find what they need 

without difficulty, has good search functionality, and allows the 

customer to manoeuvre easily and quickly back and forth through 

the pages 

Efficiency Site is simple to use, structured properly, and requires a minimum 

of information to be input by the customer 

Assurance/trust Confidence that the customer feels in dealing with the site due to 

the reputation of the site and the products or services it sells, as 

well as clear and truthful information presented 

Security/privacy Degree to which the customer believes the site is safe from 

intrusion and personal information is protected 

Price knowledge Extent to which the customer can determine shipping price, total 

price, and comparative prices during the shopping process 

Site aesthetics Appearance of the site 

Customisation/personalisation How much and how easily the site can be tailored to individual 

customers’ preferences, histories, and ways of shopping 

Source: Parasuraman et al. (2005:218) 

 

Prior to the E-S-QUAL scale, Parasuraman (2004:50) developed, through a qualitative 

research study, a conceptual Gaps model for electronic services similar to the SERVQUAL 

Gaps model. The conceptual Gaps model for electronic services quality is depicted in Figure 

2.9. The E-S-QUAL scale is based on what is expected of an e-service compared with what is 

actually received by customers during online service encounters. 
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Figure 2.9 A conceptual Gaps model for E-S-Q 

 

Source: Parasuraman (2004:51) 

 

Boshoff (2007:101) is of the view that the absence of a valid and reliable instrument to 

measure service quality in this new environment has thrown confusion on endeavours by both 

scholars and practitioners to effectively measure and thus manage service-quality strategies. 

The first scale developed that effectively captured the nature of electronic service quality 

from the perspective of online shopping through a retail website was the E-S-QUAL scale. 

The scale was tested with respect to the Internet buying of a wide variety of products, such as 

apparel, books, CDs, computer software and hardware, drugs, electronics, flowers, groceries 

and toys (Kasper et al., 2006:334).  

 

The developers of the scale (Parasuraman et al., 2005:5) define E-S-QUAL broadly as a scale 

which encompasses all phases of a customer’s interactions with the website: the extent to 

which a website facilitates efficient and effective shopping, purchasing and delivery.  

 

The purpose of E-S-QUAL is solely to measure the service quality of websites. Other 

experiential aspects such as fun or pleasure do not fall within the conceptual domain of 

service quality because such hedonic aspects are distinct benefits that may not be relevant in 

all contexts or to all customers (Parasuraman et al., 2005:17).The first part of the E-S-QUAL 

Scale (relevant for a website’s entire customer base) is a four-dimensional, 22-item scale, 

whereas the second part, RecS-QUAL (relevant for the portion of the customer base with 

recovery service experience), is a three-dimensional, 11-item scale. 
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The four core dimensions (E-S-QUAL Scale) that customers used to evaluate websites were: 

 Efficiency: the ease and speed of accessing and using the site; 

 Fulfilment: the extent to which the site’s promises about order delivery and item 

availability are fulfilled. 

 System availability: the correct technical functioning of the site; and 

 Privacy: the degree to which the site is safe and protects customer information. 

 

With respect to the quality of electronic service recovery (E-RecS-QUAL), the three 

dimensions that customers used to evaluate websites were: 

 Responsiveness: effective handling of problems and returns through the site; 

 Compensation: the degree to which the site compensates customers for problems; and 

 Contact: the availability of assistance through telephone or online representatives. 

The third part contained multiple-item measures of two constructs: perceived value and 

loyalty intentions, which were used subsequently in assessing the scales’ validity. The 

perceived value construct was measured by four items and the loyalty intentions construct 

was measured through a five-item behavioural loyalty scale. Table 2.4 represents the original 

instrument (E-S-Qual) developed by Parasuraman et al. (2005:230-231) with the four core 

dimensions and the corresponding questions that were used in evaluating e-services. 
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Table 2.4  E-S-QUAL scale 

Dimension Questions 

Efficiency  This site makes it easy to find what I need. 

 It makes it easy to get anywhere on the site. 

 It enables me to complete a transaction quickly. 

 Information at this site is well organised. 

 It loads its pages fast. 

 This site is simple to use. 

 This site enables me to get on to it quickly. 

 This site is well organised. 

System 

availability 

 This site is always available for business. 

 This site launches and runs right away. 

 This site does not crash. 

 Pages at this site do not freeze after I enter my order information. 

Dimension Questions 

Fulfilment 

 

 It delivers orders when promised. 

 This site makes items available for delivery within a suitable time frame. 

 It quickly delivers what I order. 

 It sends out the items ordered. 

 It has in stock the items the company claims to have. 

 It is truthful about its offerings. 

 It makes accurate promises about delivery of products. 

Privacy 

 

 It protects information about my Web-shopping behaviour. 

 It does not share my personal information with other sites. 

 This site protects information about my credit card. 

 

Source: Adapted from Parasuraman et al. (2005:230-231) 

 

Table 2.5 represents the second part of the scale (E-Rec S-QUAL) developed by Parasuraman 

et al. (2005:230-231). The three dimensions with the corresponding questions were used in 

evaluating quality of e-services recovery 
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Table 2.5 E-Rec S-QUAL 

Dimension Questions 

Responsiveness 

 

 It provides me with convenient options for returning items. 

 This site handles product returns well. 

 This site offers a meaningful guarantee. 

 It tells me what to do if my transaction is not processed. 

 It takes care of problems promptly. 

Compensation  This site compensates me for problems it creates. 

 It compensates me when what I ordered doesn’t arrive on time. 

 It picks up items I want to return from my home or business. 

Contact 

 

 This site provides a telephone number to reach the company. 

 This site has customer service representatives available online. 

 It offers the ability to speak to a live person if there is a problem. 

 

Source: Adapted from Parasuraman et al. (2005:231) 

 

Kim, Kim and Lennon (2006:55) are of the view that E-S-QUAL dimensions provide more 

representative information regarding e-service quality. This is because the dimensions of E-S-

QUAL were developed using data from qualified respondents who had sufficient online 

shopping experience in contrast with other studies which used a convenience sample of 

students. 

 

Various other researchers used the modified versions of e-service quality dimensions (e.g. 

Santos, 2003:241; Yang & Fang, 2004:305; Jun & Cai, 2001:276) to measure e-service 

quality dimensions in different types of retail settings. Akinci, Atilgan-Inan and Aksoy 

(2010:233) undertook a re-assessment of E-S-Qual and E-RecS-Qual in a pure service setting 

and came up with some improvement to the models. Their findings show that efficiency and 

fulfilment have the strongest effects on service quality, followed by system availability and 

then privacy. Similarly Yang and Tsai (2007:120) found the results from E-S-Qual 

demonstrated that the pattern of effects is consistent across dependent variables and suggests 

that the factors representing efficiency, fulfilment, and responsiveness have the strongest 

effects, followed by contact and then privacy and compensation.  

 



51 
 

Boshoff (2007:110) conducted a psychometric assessment of the E-S-QUAL scale. The 

author is of the view that the E-S-QUAL scale is the most effective scale to measure the 

quality of service to date. From a managerial perspective, the author opines that the E-S-

QUAL instrument is an excellent instrument to measure electronic service quality. However, 

the author is of the opinion that more research is needed before any final conclusions on the 

dimensionality of electronic service quality can be reached. The author is of the view that 

when the scale is used for managerial intentions by future researchers, examination and 

evaluation of the dimensionality of the data is of paramount importance.  

 

 

2.8.2.2 E-service quality  

 

Santos (2003:233) proposed and discussed a model of virtual service quality dimensions: e-

service quality. The author asserts that the model was based on a consumer focus group 

study, which is a recommended methodology for generating hypotheses. Two dimensions are 

referred to in the model, namely the incubative and the active dimensions. The incubative 

dimension and the active dimension each consists of six related (and potentially) overlapping 

determinants. The findings of the author’s research indicate that the active dimension is as 

important as the incubative dimension.  

 

Figure 2.10 presents the sequence of the determinants in both the incubative and active 

dimensions according to their importance. 
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Figure 2.10 A model of e-service quality

 

Source: Santos (2003:239) 

 

The incubative dimension is defined as the proper design of a website, how technology is 

used to provide consumers with easy access, understanding and attractions of a website. 

These determinants are ease of use, appearance, linkage, structure and layout, and content. A 

well developed incubative dimension is believed to increase a website`s hit rates. (Santos, 

2003:238).  

 

The active dimension encompasses the support, speed and attentive maintenance that a 

website can provide for its customers. The determinants of the active dimension are 

reliability, efficiency, support, communication, security and incentives. These determinants 

are believed to increase customer retention and encourage positive word-of-mouth 

recommendation (Santos, 2003:241). 

 

The model divides e-service quality into two phases – before and after the launching of a 

website (Santos, 2003:243). During the design phase before launching the website, the author 

asserts that the incubative dimension must be considered. Service marketers and Web 

designers need to work as a team to ensure that: 

 The website is easy to use, search and navigate, 

 It has an appealing appearance, 

 Links are set up and maintained and that broken links are avoided, 
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 The site has a well-organised structure and layout, and 

 There is an attractive presentation of factual content. 

These determinants are presented in order of importance – from high importance to low 

importance. 

 

Once the website is established the active dimension (second phase) needs to be maintained 

continuously because positive word-of-mouth recommendation and customer retention 

depend upon this active dimension. The determinants of active dimension in descending 

order of importance are: 

 Reliability, 

 Efficiency, 

 Support, 

 Communication, 

 Security and 

 Incentives. 

2.8.2.3 Web Quality Instrument (WebQual) 

 

The WebQual scale was created by Loiacono, Watson, and Goodhue (2000:301). The 

WebQual scale rates websites on 12 dimensions: informational fit to task, interaction, trust, 

response time, design, intuitiveness, visual appeal, innovativeness, flow (emotional appeal), 

integrated communication, business processes, and substitutability (Loiacono, Chen, & 

Goodhue, 2002:302). 

 

This WebQual scale received the following criticisms from Parasuraman et al. (2005:216): 

 The scale’s primary purpose is to generate information for website designers rather 

than to measure service quality as experienced by customers.  

 The research that produced the scale involved students visiting websites to evaluate 

them rather than actual purchasers evaluating their experiences. Therefore, although 

some WebQual dimensions might influence perceived service quality, other 

dimensions (e.g. innovativeness, business processes, and substitutability) are at best 

tangential to it. 
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 The scale developers excluded a dimension called customer service because it could 

not be measured under the research methodology that was used.  

 For the same reason, WebQual does not include fulfilment as a dimension. 

 

Barnes and Vidgen (2003:298) developed a completely different scale which is also called 

the Web Quality instrument (WebQual 4.0), with 23 items specifically designed for online 

service quality measurement. This WebQual is based on quality function deployment (QFD), 

which is a structured and disciplined process that provides a means of identifying and 

carrying the voice of the customer through each stage of product and/or service development 

and implementation. 

 

In the WebQual scale, website users are asked to rate target sites against each of a range of 

qualities, using a seven-point scale. The questions are categorised according to the 

dimensions of usability, information quality, service interaction and overall quality. 
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Table 2.6 The WebQual 4.0 instrument 

 
Category WebQual 4.0 questions 

Usability  

 

 I find the site easy to learn to operate 

 My interaction with the site is clear and understandable 

 I find the site easy to navigate 

 I find the site easy to use 

 The site has an attractive appearance 

 The design is appropriate to the type of site 

 The site conveys a sense of competency 

 The site creates a positive experience for me 

Information quality  

 

 

 

 

 Provides accurate information 

  Provides believable information 

  Provides timely information 

  Provides relevant information 

  Provides easy-to-understand information 

  Provides information at the right level of detail 

  Presents the information in an appropriate format 

Service interaction  

 

  Has a good reputation 

  It feels safe to complete transactions 

  My personal information feels secure 

  Creates a sense of personalisation 

  Conveys a sense of community 

 Makes it easy to communicate with the organisation 

  I feel confident that goods/services will be delivered as promised 

Overall  

 

  Overall view of the website 

 

Source: Barnes and Vidgen (2003:299) 

 

Similarly, Parasuraman et al. (2005:216) criticised the WebQual 4.0 on the following 

grounds. Data used in developing and testing the questionnaire were obtained from 

convenience samples of university students and staff who were directed to visit one of three 

bookstore sites, to collect some information about a book of their choice, and then to rate 

their experience on the scale items. The scale is designed to be answered without a 
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respondent needing to complete the purchasing process and is therefore a transaction-specific 

assessment of a site rather than a comprehensive evaluation of the service quality of a site. 

 

From the above discussions it is clear that e-services are different from traditional service 

encounters. The replacement of interpersonal contact with human−machine interaction 

implies that different approaches and methods are required for assessing service quality. The 

attributes a customer seeks from e-service are different and require different forms of 

understanding and attention. E-services are different from traditional goods and services in 

the way they are produced, used and consumed. Hence the measurement of e-service quality 

requires adaptation depending upon the service setting.  

 

The primary objective of this study is to measure online banking service quality and establish 

its relationship with customer satisfaction and loyalty in the South African banking industry. 

In the following section a more detailed examination of service quality applicable to online 

banking service is undertaken. 

 

2.9 ONLINE SERVICE QUALITY IN BANKING 

 

Al-Alawi (2005:1) notes that banks have been providing services electronically to consumers 

for more than a decade. Examples include Electronic Funds Transfers (EFT), whether for 

small payments or large corporate management systems, as well as Automated Teller 

Machines (ATM) for withdrawing cash and convenient account access. Major banks around 

the world have invested and are still investing in providing Internet banking services. This is 

because as a new cost-effective delivery channel, driven by cost reduction, it increases 

market share and is used as a customer-retention strategy (Centeno, 2004:300). In spite of the 

great benefits online banking provides, Al-Alawi (2005:1) advises that it is essential that 

banks consider the risks associated with it. One significant step that banks must take before 

going through any transformation is to ensure the proper handling of online banking risk. 

 

Similarly, Han and Baek (2004:208) report that during the past decade, the online service 

industry has witnessed tremendous growth, much of which is spurred by the Internet 

revolution. The potential of the Web, especially as a commercial medium, is widely 

recognised and the growth in online service industries such as online banking has increased 

rapidly. This growing interest, according to Centeno (2004:300), is because Internet banking 
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brings increased cost-efficiency and customer profitability leading to increased competition 

among banks and new products and services for consumers. 

 

McColl-Kennedy (2003:373) believes that the financial services industry is generally 

responding to digital technology at varying levels, with some sectors adapting better than 

others as far as e-business is concerned. E-banking and brokering are making enormous 

advancements, while the insurance sector is lagging behind. The author refers to the term e-

banking or online banking to describe the provision of banking services through means other 

than traditional branch banking. Akinyele and Olorunleke (2010:213) are of the view that 

technological developments have removed repetitive, time-consuming tasks, reduced human 

error and extended access to banking-related activities. Technology also provides customer 

information that would be much too expensive to provide on a person-to-person basis. 

 

The financial services industry is changing rapidly. Technology, government regulation and 

increasing customer sophistication are forcing financial service institutions to re-evaluate 

their current business practices. Financial institutions across the globe are re-examining how 

they are meeting their customers’ needs today and developing business plans needed to align 

them strategically to remain competitive and profitable in the future (Abdullah, Suhaimi, 

Saban & Hamali, 2011:542). 

 

The terms Internet banking, e-banking or online banking are often used to describe online 

technology-driven electronic offerings of services.  Electronic banking is a generic term used 

to describe the process by which a customer may perform banking transactions electronically 

without visiting a banking institution (Ombati et al., 2010:156). Similarly, Sayar and Wolfe 

(2007) describe Internet banking from a customer’s perspective as conducting transactions on 

the Internet. Online banking in this study is defined as an Internet portal through which 

customers can use different kinds of banking services, ranging from bill payment to making 

investments (Pikkarainen et al., 2004:224). It involves the provision of services such as 

accessing accounts, transferring funds, and buying financial products or services online. 

Therefore, banks’ websites that offer only information on their pages, without the possibility 

of making any transactions, are excluded as online banking services for the purpose of this 

study. In the following section a discussion of online service quality in banking is presented.  
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2.9.1 Instruments used to measure online banking service quality 

 

A number of researchers have tried to redefine the traditional service quality dimensions and 

suggested instruments consisting of somewhat different dimensions from that of the 

SERVQUAL model when it comes to service quality of online banking. Loonam and 

O’Loughlin (2008:766), in research conducted in the Irish online banking sector, identified 

ten dimensions that are focal to e-service quality delivery, with the applicability of each of 

the proposed dimensions to e-banking. These dimensions are: 

 Web usability,  

 Security,  

 Information quality,  

 Access,  

 Trust,  

 Reliability,  

 Flexibility,  

 Responsiveness,  

 Self-recovery, and  

 Personalisation/customisation.  

Similarly, Hu and Liao (2011: 3767) identified eleven dimensions that are necessary for 

evaluating electronic service quality in the case of Internet banking. These are efficiency, 

system availability, responsiveness, compensation, contact, tangibility, reliability, reputation, 

continuing improvement, personalisation and benefit. 

 

Bauer et al. (2005:158) propose a three-dimensional service concept measuring the quality of 

e-banking. The authors define these three categories of portal services as core services, 

additional (supplementary) services and solution services. Consequently, the quality 

evaluations of these three service components together form the basis for assessing Web 

portal quality. The quality items were measured according to a performance-only scale 

developed by Cronin and Taylor (1992) using the service performance (SERVPERF) 

approach. The structure of the final measurement instrument is shown in Figure 2.10. It is set 

up hierarchically with six fundamental quality dimensions arranged on the uppermost level.  
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Figure 2.11 A model of portal quality 

 

 

Source: Bauer et al. (2005:170) 

 

In the case of e-banking portals, six main quality dimensions related to three generic service 

categories were identified: security/trustworthiness and basic services represent the basic 

demands of portal users that form the core service category. Attractive cross-buying services 

and added value constitute a second dimension representing the additional services that 

facilitate the use of the core products. A third dimension used for quality assessment consists 

of transaction support and responsiveness of the service provider, which are assured by 

personalised offers and content as well as interactive decision tools. Consequently, e-banking 

portal quality cannot be described as a one-dimensional customer rating. Instead, it represents 

a multi-dimensional and multi-factor construct that is composed of partial quality judgements 

with regard to the portal’s diverse service categories.  

 

Abdullah et al. (2011:542) are of the view that previous studies have produced scales that 

bear a resemblance to SERVQUAL, a generic measure of service quality, which may not be 

totally adequate to assess the perceived quality in the banking sector. Subsequently, the 

researchers developed a Bank Service Quality (BSQ) Index – an indicator of service 

performance. It is a national indicator reflecting the level of service quality within the 

banking sector. The study captured customers’ evaluation of service quality in a 29-item 

questionnaire exclusively adapted to the unique nature of the banking sector. The authors 

report that the results confirmed that three dimensions, namely systemisation, reliable 

communication and responsiveness, were distinct and conceptually clear. Systemisation, 

which relates to such aspects as systematic and orderly arrangement of banks’ service 

delivery, has significantly influenced the overall service quality perception. In other words, 

customers perceived systemisation of service delivery as more important than other 
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dimensions in determining the quality of the service that they received. However, findings 

suggest that banking institutions should also put emphasis on other service quality 

dimensions such as reliable communication and responsiveness.  

 

Given the fact that banks invest vast amounts of money in Internet infrastructure, customer 

satisfaction and customer retention are increasingly developing into key success factors in e-

banking (Bauer et al., 2005:153). The primary objective of this study is to measure online 

banking service quality and establish its relationship with customer satisfaction and loyalty in 

the South African banking industry. The conceptual framework of this study is primarily 

based on the E-S-QUAL scale. A modified version of the e-service dimensions of the E-S-

QUAL scale and other scales discussed above is developed to suit the South African setting. 

In the following section a discussion of satisfaction and loyalty in both traditional service and 

e-services will be undertaken. 

 

2.10 SATISFACTION AND E-SATISFACTION  

 

Satisfaction is defined as the consumer`s fulfilment response to a product or service. It is a 

judgement that a product or a service feature, or the product or the service itself, provides a 

pleasurable level of consumption-related fulfilment. Satisfaction may be associated with 

feelings of pleasure for services that make the consumer feel good or are associated with a 

sense of happiness. For those services that really surprise the consumer in a positive way, 

satisfaction may lead to delight (Zeithaml et al., 2009:104).  

 

According to Arbore and Busacca (2009:271), the relevance of customer satisfaction in 

financial services has been widely investigated and assessed over the years. Following an 

increase in positive evidence, the focus on customer satisfaction has become a primary goal, 

especially in the retail banking industry. A full understanding of its antecedents has therefore 

become a critical issue for both researchers and practitioners of service marketing. 

 

Customer satisfaction has been considerably debated in services marketing literature (Dong 

2003:45). A number of national and international customer satisfaction barometers or indices 

have been introduced over the last few decades. For the most part, these indices are 

embedded within a system of cause and effect relationships or a satisfaction model. Yet there 

has been little in the way of model development (Johnson, Gustafsson, Andreassen, Lervik & 
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Cha, 2001:217). In the following section the disconfirmation model and the two approaches 

to assessment of customer satisfaction are discussed. 

 

2.10.1 The disconfirmation paradigm 

 

Although a variety of alternative definitions exists, the most popular definition of customer 

satisfaction/dissatisfaction is that it is a comparison of customer expectations regarding the 

actual service encounter. Bloemer and DeRuyter (1998:501) define satisfaction as ‘the 

outcome of the subjective evaluation that the chosen alternative meets or exceeds 

expectations’. The basis of this definition stems from the disconfirmation paradigm as a post-

purchase evaluation (Torres, Summers & Belleau 2001:206). Szwarc (2005:6) is of the view 

that customer satisfaction is how customers view an organisation`s product or services in 

light of their experiences with that organisation, as well as by comparison with what they 

have heard or seen about other companies that provide similar products and services.  

 

Comparing customer expectations with their perceptions is based on what marketers refer to 

as the expectancy disconfirmation model (Hoffman & Bateson, 2006:304). The 

disconfirmation paradigm is the most central concept in the study of post-purchase 

satisfaction or dissatisfaction. Disconfirmation occurs when there is a discrepancy, either 

positive or negative, between prior expectations and the product or service`s actual 

performance (Du Plessis & Rousseau, 2007:160). Hunt (1991:109) offers the following four 

alternative satisfaction definitions (Refer to Table 2.7) in terms of the disconfirmation 

paradigm. 

 

Table 2.7  Alternative satisfaction definitions 

Normative deficit definition Compares actual outcomes with those that are actually acceptable. 

Equity definition Compares gains in a social exchange. If the gains are unequal, the 

loser is dissatisfied. 

Normative standard definition Expectations are based on what the consumer believes should be 

received. Dissatisfaction occurs when the actual outcome is different 

from the standard expectation. 

Procedural fairness definition Satisfaction is a function of the consumer`s belief that the consumer 

was treated fairly. 

 

Source: Hunt (1991:109) 
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According to the disconfirmation paradigm, customers determine the level of their 

satisfaction or dissatisfaction by comparing their expectations of the service with their 

perceptions of the service. This can result in confirmed or disconfirmed expectations. 

Disconfirmed expectation can in turn result in positive or negative disconfirmation. It is, 

therefore, vital for any firm to seek information from its customers about how satisfied they 

are.  

 

2.10.2  Transaction versus cumulative perceptions 

 

Customer satisfaction research has developed around two types of evaluation: transaction-

specific satisfaction and cumulative satisfaction (Johnson et al., 2001:218). Zeithaml et al. 

(2009:103) highlight the fact that customers may have perceptions of satisfaction based on 

single, transaction-specific encounters as well as overall perceptions based on all their 

experiences. 

 

In the case of the transaction-specific approach, a bank customer, for instance, will have a 

perception of how the customer was treated in a particular encounter with an employee at a 

branch and will form a perception of that particular transaction based on elements of the 

service experienced during that specific transaction (Zeithaml et al., 2009:104). 

 

Satisfaction is also considered from a cumulative perspective and is defined as customers’ 

overall experience with the service provider after a series of service encounters (Johnson et 

al., 2001:218). A majority of past studies on satisfaction view the construct from a 

cumulative perspective (Gupta & Zeithaml, 2006:718; Ganguli & Roy, 2010:172). In a 

cumulative approach, the same customer will have overall perceptions of the bank based on 

all the customer’s encounters over a period of time. The experiences might include multiple 

in-person encounters at the bank branch, online banking experiences and experiences using 

the bank`s ATMs across different cities. Even at a macro level, the customer may have 

perceptions of banking services or the whole banking industry as a result of all the customer’s 

experiences with banks and everything the customer knows about banking (Zeithaml et al., 

2009:104).  

 

Understanding perceptions at a transaction-specific level is critical for diagnosing service 

issues and making immediate changes. Cumulative experience evaluations are more likely to 
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be better predictors of overall loyalty to a company. That is, customer loyalty most often 

results from a customer`s overall assessment of all experiences and not just one single 

encounter (Zeithaml et al., 2009:104). Concurring with the aforementioned authors, Jonson, 

Nader and Fornell (1996:165) state that although transaction-specific satisfaction may 

provide insights into particular product or service encounters, cumulative satisfaction is 

arguably a better predictor of future behaviour (customer retention) and firm performance 

(profitability). 

 

Kasper et al. (2006:181) made an interesting investigation of and comparison between 

service quality and satisfaction. In this respect, quality is referred to as some attribute of what 

is offered, provided or produced whereas satisfaction or dissatisfaction refers to a customer’s 

reaction to that offer. In this sense the two constructs are separate; quality is something that 

the organisation is responsible for, whereas satisfaction falls within a customer`s domain.  

However, it must be noted that these two constructs are clearly interrelated in that the 

customer response (satisfaction or dissatisfaction) might be used as a means of assessing 

whether quality has been offered. 

 

The level of customer satisfaction derived from quality service rendered determines the post-

purchase intentions of a customer. Satisfied customers are more likely to do business with the 

same organisation and less likely to switch service providers (Hoffman & Bateson, 2006: 

306). The authors add that customer satisfaction has been associated with such benefits as 

repeat sales, more frequent sales, increased sales per transaction, positive word-of-mouth 

communications, insulation from price competition, and pleasant work environment for 

employees. In essence this means that customer satisfaction is positively related to post-

purchase intentions of a customer; satisfied customers become loyal to the organisation that 

satisfies them.  

 

Evanschitzkya, Iyer, Hessea and Ahlert (2004:239) are of the view that, while the subject of 

satisfaction has been discussed extensively in the services and traditional retailing literature, 

the exploration of dimensions and determinations of satisfaction in the e-commerce context is 

at a relatively early stage. It is not clear whether the dimensions used to evaluate satisfaction 

in a traditional retail or service setting are relevant in evaluating satisfaction in the 

technology-mediated encounter. The most obvious difference between traditional and 

electronic retail services is the replacement of human-to-human interaction with human-to-
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machine interaction and therefore, new or modified approaches to conceptualising and 

measuring satisfaction may be needed for an e-commerce setting. 

 

A variety of independent and dependent constructs and measures have been employed to 

identify the drivers of e-satisfaction. However, there is no consensus on what drives online 

service quality and e-satisfaction (Anand, 2007:74). Anand (2007:74) proposed an e-

satisfaction model based on prior literature on e-satisfaction. The model groups together 

eighteen factors representing five major contexts of e-satisfaction: convenience, 

merchandising, site design, security and serviceability. The author further documents that 

convenience, serviceability, site design and security have a statistically significant influence 

on e-satisfaction levels.   

 

Ding et al. (2011:508) developed e-SELFQUAL, a scale for measuring online self-service 

quality. The authors employ e-SELFQUAL (and each of its dimensions) to examine the 

relationship between online self-service quality and customer satisfaction, as well as 

customer loyalty in e-retailing. The results indicate that all extracted service quality 

dimensions have significant effects on customer satisfaction and loyalty. 

 

Hoffman and Bateson (2006:333) offer an explanation on the relationships among the 

constructs of service quality, customer satisfaction and post-purchase intention. The authors 

indicate that most researchers agree that customer satisfaction is a short-term, transaction-

specific measure, whereas service quality is an attitude formed by long-term, overall 

evaluation of performance. Customer satisfaction and service quality are without a doubt 

intertwined. However, their relationship is unclear. Some believe that customer satisfaction 

leads to perceived service quality, while others believe that service quality leads to customer 

satisfaction. However, the authors assert that ample evidence exists that suggests that the 

provision of quality service delivers repeat purchases as well as new customers. 

 

It is clear that customer satisfaction has become of crucial importance not only to the banking 

industry but to any firm providing service to customers. Customer satisfaction remains 

crucial to a service firm, whether the service is provided over the counter or online. Not only 

do banks need to satisfy customers (whether branch or online customers) at any given time 

but they also need to understand the dynamics of customer satisfaction as perceived and 

experienced by their customers from time to time.  



65 
 

 

From the above literature it is established that the concept of customer loyalty relates closely 

to service quality. If buyers think that they receive good service, they will be loyal to the 

service supplier, returning again and again to buy. Loyalty and e-loyalty are discussed in the 

following section. 

 

2.11 LOYALTY AND E-LOYALTY 

 

Loyalty is defined as ‘a consumer’s inclination to patronise a given firm or chain of firms 

over time’ (Knox & Denison, 2000:34). According to this definition, loyalty is seen as a long-

term feeling of attachment to a supplier of service or product, and is thought to occur when 

buyers are satisfied and have an investment in a relationship with a supplier which is too 

great to sacrifice for a cheaper or lower-quality alternative. There is also evidence that people 

do become loyal at the point of purchase and return to buy from the same supplier (Young, 

2005:303).  

 

Loyalty is also viewed as a primary determinant of profit and growth because loyal buyers 

produce greater cash flow, cost less to service and spread positive word-of-mouth 

recommendations (Young, 2005:303). According to Harris and Goode (2004:139), loyal 

customers buy more, are willing to spend more, are easier to reach, and act as enthusiastic 

advocates for organisations. The authors further state that, given the prevalent acceptance of 

the link between loyalty and performance, it is perhaps not surprising to find that customer 

loyalty for ‘brick-and-mortar’ firms has been linked to antecedent factors ranging from 

customer relationship and  service reliability to service attribute. 

 

Previous studies have found a direct relationship between service quality and loyalty in 

different service settings, which leads to favourable behavioural responses (Harris & Goode, 

2004:142). Koo (2006:121), however, is of the view that in terms of relationships between 

online store attributes and store loyalty, the results of previous studies have been mixed. In 

one situation, certain attributes are considered important, but not if the situation changes. 

 

Literature suggests that loyalty consists of two dimensions: attitudinal and behavioural 

aspects. The behavioural aspect of loyalty focuses on a measure of proportion of  purchase of 

a specific brand, while attitudinal loyalty is measured by a psychological commitment to a 
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firm (Dong, 2003:45). Cyr et al. (2009:852) are of the view that e-loyalty represents 

behavioural intention on the part of the user and is conceived as a consumer`s intention to 

buy through an organisation’s website. Where there is no commitment in the consumer’s 

repeat visit, the consumer becomes spuriously loyal (Dick & Basu, 1994:101). Commitment 

is a necessary condition for loyalty to occur. In addition, previous studies suggest a direct link 

between satisfaction and loyalty (Dong, 2003:49; Zeithaml et al., 2009:109). However, the 

exact relationship between the service quality dimensions of satisfaction and loyalty remains 

inconclusive. 

 

Harris and Goode (2004:146) state that there are four sequential levels of loyalty, namely 

cognitive, affective, conative and action loyalty. Cognitive loyalty refers to the existence of 

beliefs that (typically) a brand is preferable to others. Affective loyalty reflects a favourable 

attitude or liking based on satisfied usage. Conative loyalty constitutes the development of 

behavioural intentions characterised by a deeper level of commitment. Finally, action loyalty 

relates to the conversion of intentions into actions. Hence, contemporary researchers appear 

to support frameworks of loyalty that incorporate and integrate both behavioural and 

attitudinal components.  

 

Koo (2006:127) conducted research on the fundamental reasons for e-consumers’ loyalty to 

an online store. The author established that that customers’ favourable perceptions of website 

design, visual appeal, well-organised hyperlinks, information quality, product assortment and 

after-sale services are positively associated with online store loyalty. Product assortment was 

found to be closely and positively related to online store loyalty. 

 

Although banks attempt to mitigate consumer concerns through providing online accounts 

that typically attract reduced fees and higher interest, managing the ongoing tension between 

efficiency and human interaction represents a challenge to banking institutions wishing to 

encourage ongoing consumer loyalty and retention (Herington & Weaven, 2009:1221). Yang 

and Tsai (2007:116) are of the view that the importance of loyalty has been emphasised 

recently because loyal customers may be worth up to ten times as much as the average 

customer and bring many benefits to a seller; they are considered one of the critical indicators 

used to measure the success of a marketing strategy. Most companies try their best to satisfy 

their customers and develop long-term relationships with them. The authors assert that 

without customer loyalty, even the best-designed e-business model will soon fall apart. 
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Yang and Tsai (2007:121) applied the E-S-QUAL SCALE to websites’ satisfaction and 

loyalty intentions. The generic E-S-QUAL and E-RecS-QUAL scales were found to be 

reliable and valid and could be used in an online loyalty model. Tests of the effects of the two 

second-order constructs on online satisfaction and loyalty indicated that both E-S-QUAL and 

E-RecS-QUAL have strong and significant effects on satisfaction, which, in turn, 

significantly affects customer loyalty. Overall, the most important dimension in influencing 

satisfaction and loyalty is fulfilment, followed by efficiency and responsiveness and then 

contact. Although system availability and compensation were the least critical of the seven e-

SQ dimensions, the regression results showed that both these dimensions still have a 

statistically significant impact on customers’ satisfaction with and loyalty to websites. 

 

Carlson and O’Cass (2011:280) developed a framework for understanding e-service quality, 

its antecedents, consequences and mediators. The study examined several important issues 

related to the conceptualisation and measurement of e-service quality. The authors’ study 

focused on the e-retail domain by addressing the conceptualisation of e-service quality, and 

the relationships between global e-service quality, satisfaction and behavioural intentions. 

The study demonstrated significant relationships among these constructs. 

 

From the review of the literature, it therefore seems that service quality, satisfaction and 

loyalty are interrelated. The review of the literature also found that a positive relationship 

exists among service quality, satisfaction and loyalty.  

 

2.12 SYNOPSIS 

 

In Africa, South Africa has the leading banking infrastructure, which is dominated by the four 

big banks. Competition in the financial services sector is, however, heightened by the non-

banking financial institutions and non-financial companies that provide services that were 

traditionally regarded as work for banks only. Providing quality online service to customers 

has become a challenge for commercial banks, given today’s sophisticated and demanding 

customers.  

 

Over the years, various researchers have developed a number of models of service quality 

that apply to both traditional services and e-services. The models intend to measure the 
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quality of service provided to customers. In regard to traditional services, the SERVQUAL 

model has been widely applied and is highly valued among marketing researchers and 

practitioners. Other widely used instruments that have been developed specifically to measure 

e-services include E-S-QUAL, E-RecS-Qual, E-service quality, WebQual (Parasuraman et 

al., 2005:213-233; Santos, 2003:233-246; Barnes &Vidgen, 2003:298) and e-banking portal 

quality (Bauer et al., 2005:172) within the e-services sector.  

 

From the literature reviewed in this chapter it is noted that service quality has become of 

crucial importance not only to the banking industry but to any firm rendering service to 

customers. Not only do banks need to satisfy customers at any given time but they also need 

to understand the dynamics of service quality as perceived and experienced by their 

customers from time to time. Service quality is a prerequisite for customer satisfaction 

(Newman, 2002:138). Customer satisfaction, in turn, has a positive influence on customers’ 

post-purchase intentions. E-satisfaction as a construct has also gained increasing importance 

in the marketing literature. 

 

Chapter three covers the research design used in the study. The research approach, the 

sampling design process and the instrument used in collection and analysing of the data are 

presented. The conceptual framework used in developing the questionnaire for this research 

is described. Statistical methods which are used to analyse the data of study are discussed.  
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CHAPTER 3 

 

RESEARCH DESIGN 

 

3.1 INTRODUCTION 

 

In the preceding chapter, the literature review of the subject at hand was presented in detail. 

An overview of the South African banking industry was provided. This was undertaken in 

order to obtain a better understanding of the nature of the competition in the provision of 

services to bank customers in the industry. A review of the literature on traditional service 

marketing, its characteristics, models and instruments of service quality were presented 

before proceeding to e-service quality. A review of the literature on customer perceptions of 

technology-based banking service quality, customer satisfaction and loyalty and the 

relationships among these concepts was provided.  

 

This chapter places emphasis on the research design of the study. Discussions, arguments and 

justifications of the research approach, the sampling design process and the instrument used 

in the collecting and analysing of the data are presented in this chapter. In addition, a review 

is undertaken of the statistical procedures utilised in the study. Finally, reliability and validity 

issues are discussed.  

 

Maree (2009:70) states that a research design is a plan or strategy which moves from 

underlying philosophical assumptions to specifying the selection of respondents, the data 

gathering techniques to be used and the data analysis to be done. Walliman (2006:42) is of 

the view that the research design provides a framework for the collection and analysis of data 

and subsequently indicates which research methods are appropriate for the given research 

study. Similarly, a research design is viewed as the blueprint or plan of how the information 

to answer the research objectives will be gathered (Frazer & Lawley, 2000:8; Du Plessis & 

Rousseau, 2007:19).  

 

A discussion of research approaches and the approach employed in this study together with 

the motivation and reasoning supporting this approach is undertaken in the following section. 
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3.2. RESEARCH APPROACHES  

 

According to Maree (2011:257), there are three recognised approaches in conducting 

research: quantitative, qualitative and mixed methods. Quantitative and qualitative 

approaches to research are well established in the social and behavioural sciences, and mixed 

approaches are becoming popular. 

 

Quantitative research tools are systematic and structured, and aim at obtaining information 

from respondents in a direct and open manner. Maree (2007:145) defines quantitative 

research as a process that is systematic and objective in its methods. Results obtained from 

these research tools are easily quantifiable and the instruments have a potentially high degree 

of accuracy. These tools are often used for testing specific hypotheses (Du Plessis & 

Rousseau, 2007:21).  

 

Maree (2009:145) views quantitative research as a method or process that is systematic and 

objective and which utilises numerical data from only a selected subgroup of a universe (or 

population) to generalise findings to the universe that is being studied. Three important 

aspects of this definition are objectivity, numerical data and generalisability. Quantitative 

research makes use of a deductive form of reasoning, collecting data of preconceived models, 

testing hypotheses and theories. Quantitative research in marketing is designed to describe 

empirically the nature, attitudes or behaviour of customers and to test specific hypotheses that 

a service marketer may wish to examine. Results from quantitative studies can highlight 

specific deficiencies that can be more deeply probed through follow-up qualitative research 

(Zeithaml et al., 2009:143).  

 

According to Tylor (2000:164), qualitative study begins with observation of the phenomenon 

followed by the recording and classification of data. Du Plessis & Rousseau (2007: 21) state 

that qualitative research tools are more unstructured, flexible, and diagnostic than quantitative 

research tools, and aim to obtain information from respondents in an indirect manner. Their 

results are more descriptive, but are difficult to quantify and are prone to measurement error, 

bias, and misinterpretation. Qualitative research tools are often used in exploratory research 

and are appropriate for hypothesis generation. Similarly, Pett, Lackey and Sullivian (2003:25) 

are of the opinion that the qualitative method is used to study facts, observations and 

experiences that can be used as empirical indicators when developing an instrument.   
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Table 3.1 clearly illustrates the differences between the qualitative and quantitative 

approaches. 

 

Table 3.1 A comparison of the quantitative and qualitative approaches in social  

  science 

 

Quantitative approach Qualitative approach 

Epistemological roots in positivism Epistemological roots in phenomenology 

Purpose in testing predictive and cause–effect 

hypotheses about social reality   

Purpose is constructing detailed descriptions of social 

reality 

Methods utilise deductive logic           Methods utilise inductive logic 

Suitable for a study of phenomena which are 

conceptually and theoretically well developed; seeks 

to control phenomena 

Suitable for a study of a relatively unknown terrain; 

seeks to understand phenomena 

Concepts are converted into operational definitions; 

results appear in numeric form and are eventually 

reported in statistical language 

Participants’ natural language is used in order to come 

to a genuine understanding of their world 

 

The research design is standardised according to a 

fixed procedure and can be replicated 

 

The research design is flexible and unique and 

evolves throughout the research process. There are no 

fixed steps that should be followed and design cannot 

be exactly replicated 

Data are obtained systematically and in a 

standardised manner 

 

Data sources are determined by information richness 

of settings; types of observation are modified to 

enrich understanding 

The unit of analysis is variables which are atomistic 

(elements that form part of the whole)  

 

The unit analysis is holistic, concentrating on the 

relationships between elements, contexts, etc. The 

whole is always more than the sum 

Source: De Vos, Strydom, Fouche & Delport (2011:66) 

Taking into account the nature and strengths of both methods, a quantitative approach was 

used in the current research in addressing the research objectives and the hypotheses set out 

in chapter one.   

The sequential steps in the sampling design process used for the study are discussed in the 

next section. 
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3.3 THE SAMPLING DESIGN PROCESS 

 

Wegner (2000:110) maintains that the sampling process guides the selection of a sample to 

ensure that it is representative of its target population so that the sample findings provide 

information which is relevant to the study`s objectives. The following steps in the sampling 

design process, as elucidated by Martins, Loubser and Van Wyk (1996:252), were applied in 

the study: 

 The population was defined. 

 Thereafter the sampling frame used for the study was identified. 

 The sampling method and sample size were selected. 

 Finally, the selection of the sample elements was explained 

 

3.3.1 Target population 

  

Welman, Kruger and Mitchell (2005:52) describe a population as a complete set of cases 

from which a sample is taken. Welman and Kruger (2005:52) state that a population is a 

group of potential participants from which a sample is drawn. The population for the study 

were customers from Southern Gauteng who made use of online banking facilities of 

commercial banks. The population comprised individuals, both male and female, of different 

age categories and within a wide range of income brackets, who have made use of online 

banking services in varying degrees.  

 

3.3.2 The sampling method 

 

While the research design is a plan of the information required to answer the research 

problem and how it should be collected, the sampling addresses the question, ‘From whom do 

we need to obtain this information?’ (Frazer & Lawley, 2000:9).  

 

Blanche et al. (2006:134) is of the view that effective sampling ensures that the elements 

selected for a sample accurately resemble the parameters of the population from which they 

were selected. McDaniel and Gates (2002:401) state that the major alternative sampling 

methods can be grouped under probability and non-probability sampling methods.  

Probability samples are selected in such a way that every element of the population has a 
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known, non-zero likelihood of selection whereas non-probability samples are those in which 

specific elements from the population have been selected in a non-random manner. Maree 

(2011:172) is of the view that probability sampling is based on the principles of randomness 

and probability theory, while non-probability sampling is not. 

 

A non-probability sampling method was used because, of constraints with regard to time and 

financial resources (Maree, 2011:176). Since it was difficult to obtain a sample frame for the 

study, snowball sampling was used to generate an initial sample of online bank customers 

(Maree, 2011:177). Snowball sampling is a process of gradually accumulating a sufficiently 

large sample through contacts and references (Blanche et al., 2006:139). The initial 

customers were asked if they knew potential respondents who were online bank customers 

and these were then contacted by email or telephone to participate in the study. 

 

3.3.3 The sampling size 

 

The sample size refers to the number of elements to be included in the study (Malhotra & 

Birks, 1999: 360). Malhotra (2004: 318) states that it is difficult to decide on the ideal size.  

 

De Vos (2002:199) argues that complete coverage of the total population is seldom possible. 

Even if it were theoretically possible to cover all the members of the population of interest, it 

is a prohibitive undertaking because of time and cost considerations. It is generally stated that 

the larger the population, the smaller the percentage of that population the sample needs to 

be, and vice versa (Neuman, 2003:232). 

   

However, for the research to be accurate it is not necessary that the sample size should be 

large; in fact, sometimes the smaller the sample size the more accurate the research 

(Churchill & Iacobucci, 2005:360). Given the researcher`s time and cost considerations, the 

sample size for this research was set at 200 online commercial bank customers. This figure is 

consistent with those in similar studies conducted on online banking services using a non-

probability sampling technique, as shown in Table 3.2. 
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Table 3.2  Determining the sample size 

 

Source: Santos (2003:237); Pikkarainen et al. (2004:228); Parasuraman et al. 

(2005:215); Kim et al. (2006:58); Akinyele and Olorunleke, (2010:215); Ombati et al. 

(2010:158); Hu and Liao (2011:3767). 

 

3.4 MEASURING INSTRUMENT AND DATA COLLECTION 

 

3.4.1  Measuring instrument 

 

To date, a number of widely used instruments have been developed to measure quality of 

online services, namely E-SQ, E-RecS-Qual, Web Qual (Parasuraman et al., 2005:213-233; 

Santos, 2003:233-246; Barnes & Vidgen, 2003:298) and e-banking portal quality (Bauer et 

al., 2005:172). The conceptual framework of this study was based on extensive study of 

Year Authors  Scope of study Sample size used 

2003 Santos E-service quality: A model of virtual 

service quality dimensions 

30 

2004 Pikkarainen et al. Consumer acceptance of online banking: 

an extension of technology acceptance 

model 

268 

2005 Parasuraman et al. E-S-QUAL: A multiple-item scale for 

assessing electronic service quality 

200 

2006 Kim et al. Online service attributes available on 

apparel retail websites: an E-S-QUAL 

approach 

 

111 

2010 Akinyele and Olorunleke Technology and service quality in the 

banking industry: An empirical study of 

various factors in electronic banking 

services 

120 

 

 

 

 

2010 Ombati et al. Technology and service quality in the 

banking industry 

120 

 

2011 Hu and Liao Finding critical criteria of evaluating 

electronic service quality of Internet 

banking using fuzzy multiple-criteria 

decision making 

264 
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relevant literature and examination of previously developed measuring instruments of service 

quality in general and e-service quality and online banking in particular. A modified and fully 

structured questionnaire was developed to suit the South African setting. A fully structured 

questionnaire is one that offers the respondent a range of answers to choose from (Welman, 

Kruger & Mitchell, 2007:175). In the case of a fully structured questionnaire, respondents 

have little difficulty in replying (Gilbert, Churchill & Iacobucci, 2005:215). 

 

In the following section, the procedure that was followed in developing the questionnaire is 

described.  

 

3.4.2 Procedure for developing the questionnaire 

 

The following procedure was followed in the planning and designing of the questionnaire. 

 

Figure 3.1 Procedure for developing a questionnaire  

 

 

Source: Churchill and Iacobucci (2005:234) 

 

3.4.2.1 Specifying the information sought 

 

In establishing the type of information required for the questionnaire, the empirical objectives 

were taken into account. Thereafter, the review of the various e-banking questionnaires 

developed by previous research and models were carefully studied to examine which aspects 
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were relevant to the study. The relevant aspects of these questionnaires were then 

incorporated into the questionnaire to be used in this study.  

 

3.4.2.2 Type of questions and method of administration 

 

Questions were close-ended.  Dichotomous, multiple-choice and Likert scale items were used 

in the questionnaire. The questionnaire was administered over a period of almost two months 

during February and March 2012. 

 

3.4.2.3 Content of questions 

 

The content of the questionnaire was guided by the type of information that was sought to 

address the objectives of the study. As stated previously, an examination was conducted of 

existing scales in the literature. The applicability of these scales was assessed and finally the 

questionnaire for this study was designed. 

 

3.4.2.4 Form of response for questions 

 

Because the questions were close-ended, respondents were not asked to provide answers in 

their own words. Respondents were merely selecting answers from a fixed list of answers 

provided. In section A of the questionnaire respondents were asked a set of questions to 

establish their biography and general information. In section B, C and D, respondents had to 

indicate their level of agreement on a Likert scale. Mouton (2003:487) is of the opinion that 

closed questions have the advantage of eliciting a standardised set of responses from all the 

respondents, and thus allow for easier comparative data analysis. 

 

3.4.2.5 Wording of questions 

 

Negatively phrased questions and double negatively worded statements were avoided. 

Problematic items of the various statements were either eliminated or reworded as far as 

possible. The statements were made less complex and easier for respondents to understand.  
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3.4.2.6 Sequence of questions 

 

The questions were set systematically to address the empirical objectives of the study. Thus 

the sequence of questions flowed naturally. The sequence of the questionnaire was as 

follows: biographic and general information was followed by consumer perceptions of online 

bank service quality, the level of importance of the dimensions of quality, then customer 

satisfaction and, finally, customer loyalty. 

 

3.4.2.7 Physical characteristics of questionnaire 

 

Poor and confusing layout of the questionnaire can lead to non-response or other errors 

(Mouton, 2003:104). The questionnaire was made physically appealing and easy to follow for 

completion by respondents.  

 

3.4.2.8 Revision of questions 

 

The questions in initial draft of the questionnaire were reviewed and revised by the study 

leader. Some questions had to be revised after pretesting and pilot testing of the 

questionnaire.  

 

3.4.2.9 Pretesting and pilot testing 

 

Pretesting refers to testing the questionnaire on a small sample of respondents to identify and 

eliminate potential problems (Malhotra & Birks, 2003:345). The purpose of pretesting is to 

ensure that the questionnaire meets the researcher’s expectations in terms of the information 

to be obtained (Churchill & Iacobucci, 2005:254). Pretesting was conducted by distributing a 

few questionnaires to respondents in order to assess the flow of the questionnaire, the time 

required to complete the questionnaire and to evaluate respondent interest and attention. Ten 

respondents were used in the pre-test stage. 

 

McDaniel and Gates (2004: 22) describe pilot studies or testing as surveys using a limited 

number of respondents and often employing less rigorous sampling techniques than are 

employed in large quantitative studies. A pilot testing of 50 respondents was used. A pilot 

study was conducted to check whether any changes needed to be made to the questionnaire 
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before using it for the study. In addition, the reliability of the questionnaire was assessed by 

the computation of Cronbach alpha coefficients for sections, B, C, and D. The next section 

elaborates on the layout of the final questionnaire.  

 

3.4.3 Questionnaire layout 

 

In accordance with the conceptual framework described above, the questionnaire contained 

five sections as follows:  

 

Section A – biographic and general information 

In this section, information about respondents’ age, gender, marital status, income level and 

duration of Internet banking usage and the ways in which respondents accessed Internet 

services was required in order to establish biographic details and general information on the 

respondents. Close-ended questions and dichotomous and multiple-choice questions were 

used in this section. 

 

Section B – consumer perceptions of online bank service quality 

Respondents were asked a set of questions to determine their perception of online bank 

service quality. A 5-point Likert scale, ranging from 1= strongly disagree to 5= strongly 

agree, was used to assess consumer perceptions of online banking services. The scale was 

comprised of 39 items. 

 

Section C – customer satisfaction 

In this section, to determine their level of satisfaction in regard to online banking services, 

respondents were requested to indicate to what extent they agreed or disagreed with the 

statements. A 5-point Likert scale, ranging from 1= strongly disagree to 5= strongly agree, 

was used to assess consumer satisfaction levels.  

 

Section D – customer loyalty 

In this section a set of questions was developed to establish customer loyalty in the case of 

online banking services. A 5-point Likert scale, ranging from 1= strongly disagree to 5= 

strongly agree, was used to assess consumer loyalty. Six items were included in this scale. 

 

The questionnaire is appended as an annexure. 
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3.4.4  Data preparation 

 

The raw data obtained from the questionnaires had to undergo preliminary preparation before 

they could be analysed using statistical techniques (Kumar, Aaker, & Day, 2002:356). The 

data preparation process involves editing the data, coding responses into categories and 

tabulating responses into frequencies or tables. Data preparation is regarded as a process of 

converting data from a questionnaire into a format that can be analysed (Hair, Lukas, Miller, 

Bush & Ortinau, 2008:392). The authors assert that the purpose of data preparation is to take 

data and prepare it for conversion into information. Editing and coding are the two main 

aspects that are essential in data preparation. A discussion of these aspects of data preparation 

follows in the next section. 

 

3.4.4.1   Editing 

 

Editing entails a thorough and critical examination of a completed questionnaire in terms of 

compliance with the criteria for collecting meaningful data and in order to deal with 

questionnaires not duly completed (Martins et al. 1996:232). McDaniel and Gates (2005:320) 

describe editing as going through each questionnaire to make certain that a skip pattern is 

followed and required questions are completed. Editing entails a process of ascertaining that 

questionnaires are filled out properly and completely. Editing is the review of the 

questionnaires with the objective of increasing accuracy and precision (Malhotra & Birks, 

1999: 423). Aaker, Kumar and Day (2004:433) concur, adding that the role of the editing 

process is to identify omissions, ambiguities and errors in the responses.  

 

Editing, sometimes called ‘cleaning the data’, as proposed by Tustin et al. (2005:454) was 

undertaken to ensure that questionnaires were complete, accurate and suitable for further 

processing. The questionnaires were first inspected to identify questions that had been 

answered incorrectly or not answered at all. The questionnaires were edited before the 

responses were processed to determine whether the data recorded in the questionnaire were 

acceptable for use and to prepare it for coding and capturing. Unusable questionnaires were 

discarded. 
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3.4.4.2 Coding 

 

McDaniel and Gates (2001:393) refer to coding as the process of grouping and assigning 

numeric codes to the various responses of a particular question. Coding involves assigning 

numbers or other symbols to answers so that the responses can be grouped into a limited 

number of categories (Cooper & Schindler, 2006:491). The first step in coding is specifying 

the categories or classes into which the responses are to be placed. 

 

Strydom, Fouche and Delport (2006:338) define coding as the formal representation of 

analytic thinking. The authors state that coding can take several forms, these being 

abbreviations of key words, coloured dots and numbers. Bradley (2007:329) terms coding as 

the name given to the procedure whereby complex descriptions are broken into simpler 

meanings and are allocated a code, usually a number. 

 

The following principles, as suggested by Malhotra and Peterson (2006:407), were adhered to 

when data were being coded: 

 Using only one number to each possible answer to each question. For example, code 1 

was assigned for females and 2 for males. 

 The field or portion of the record assigned to the variable was as many columns as 

were necessary to capture all the variables. 

 Giving each respondent an identification number. The number did not identify the 

respondent by name for privacy considerations. 

 

A certain code or number was assigned for each question on the questionnaire. Numbers were 

assigned for respondent response on a Likert scale. For example, strongly disagree = 1, 

moderately agree = 3 and strongly agree = 5. Before entering the data onto the spreadsheet, 

each questionnaire was numbered for future reference and verification purposes. 

 

3.4.4.3 Entering data 

 

The numerical codes that were written on the questionnaires were then entered into a 

computer in a format that could be used in a statistical computer package. A spreadsheet was 
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used to enter the data for each subject or case in a row, while the columns represented scores 

on specific variables (Blanche et al., 2006:191). 

 

The following section addresses the statistical approach and analysis that was employed in 

converting the data collected from respondents into meaningful research output.  

 

3.5 STATISTICAL ANALYSIS 

 

Following collection, the data were captured onto an Excel spreadsheet. Thereafter the data 

was exported into the Statistical Package for Social Sciences (Version 20. 0) for Windows.  

(Frazer & Lawley, 2000:11). Appropriate visual graphics and tables were developed to 

highlight the most important aspects of the findings.  

 

Table 3.3 illustrates categories of data analysis techniques that were used in the study in order 

to draw conclusions based on empirical findings. 

 

Table 3.3  Categories of data analysis techniques 

 

Category Aim  Method of analysis 

Descriptive 

 

 

Describe the distribution of the sample (numerical 

data) 

 Frequency 

 Central tendency 

 Dispersion 

Univariate (focusing on one 

variable) 

Association 

 

 

Assess the association of the position of one 

variable with the likely position of another variable 

 Correlation 

 Analysis of variance 

Bivariate (comparing two 

variables) 

Causation 

 

 

Determine the network of relationships between 

variables 

 Regression 

Comparing more than two 

variables to establish cause and 

effect relationships.. 

Data reduction  Factor analysis 

 

Multivariate procedure, which is, 

used to summarise data in 

dimensions or factors. 

Source: De Vos et al. (2011:251) 
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In the following section the different categories of statistical analysis that were used to 

convert the data into meaningful information are discussed.  

 

3.5.1   Descriptive statistics 

 

Descriptive analysis in the form of tabulations, frequencies, mean, median and mode were 

used to analyse the composition of the sample. Descriptive statistics is a collective name for a 

number of statistical methods that are used to organise, summarise and interpret a sample of 

data in a meaningful way (Churchill and Brown, 2004:545). A description of the 

demographic profile of the sample used is reported in Section 4.3.1 of chapter four. 

 

3.5.2 Measures of association 

 

Measures of association assess the association of the position of one variable with the likely 

position of another variable (De Vos et al., 2011:251). Correlations and analysis of variance 

were conducted as measures of association among the variables involved. 

 

3.5.2.1 Correlations 

 

The Pearson correlation coefficient measures the degree to which there is a linear association 

between two interval-scaled variables (Kumar et al., 2002:411). Correlation analysis is the 

analysis of the degree to which changes in one variable are associated with changes in 

another (McDaniel & Gates, 2002: 560). 

 

The correlation coefficient (r) ranges from -1 to +1. A value of 0 to 1 (positive relationship) 

means that as the values for one variable increase, so do those of the other, while a value 

between -1 and 0 (negative relationship) means that as the values of one variable increase, 

those for the other decrease. No correlation is indicated if r equals 0 (Zikmund & Babin, 

2007:577). A positive correlation reflects a tendency for a high value in one variable to be 

associated with a high value in the second variable. A negative correlation reflects an 

association between a high value in one variable and low value in the second variable. The 

correlation coefficient is the most widely used statistic that summarises the strength and 

direction of association between the two metric (interval- or ratio-scaled) variables, say X and 

Y (Malhotra & Peterson, 2006:497). 
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Correlations were undertaken to establish the nature of the relationship among the dimensions 

of online banking service quality, customer satisfaction and loyalty. Correlations analysis 

revealing positive associations among these variables is reported in Section 4.3.6.   

 

3.5.2.2 Analysis of Variance (ANOVA) 

 

Analysis of variance (ANOVA) can be used in cases where multiple independent variables 

are considered, and this allows the analyst to estimate both their individual and joint effects 

on the dependent variable (Hair, Bush & Ortinau, 2002:540). ANOVA is a statistical 

technique that allows the researcher to test for statistically significant differences between 

treatment means and to estimate the differences between the means (Aaker, Kumar, & Day, 

1995:491). 

 

For purposes of this study ANOVA was used to examine the differences among means of the 

socio-biographic variables, such as age and gender, in relation to the factors that influence 

online banking service quality. ANOVA is discussed in Section 4.3.9. 

 

3.5.3 Factor analysis 

 

Factor analysis is a general name used to denote a class of procedures primarily used for data 

reduction and summarisation. Factor analysis begins with the construction of a new set of 

variables based on the relationships in the correlation matrix (Cooper & Schindler, 

2003:635). Malhotra & Birks (2006:573) outlined the following situations in which factor 

analysis can be used: 

 To identify underlying dimensions or factors that explain the correlations among a set 

of variables.  

 To identify a new, smaller set of uncorrelated variables to replace the original set of 

correlated variables in subsequent regression analysis.  

 To identify a smaller set of salient variables from a larger set for use in subsequent 

multivariate analysis.  
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Exploratory factor analysis and rotated factor loadings were performed in the process of 

determining appropriate factors for the study. The factors relevant for online banking service 

quality along with their set of service attributes is presented in Section 4.3.2.  

 

3.5.4 Regression analysis 

 

Kumar et al. (2002:411) define regression analysis as a statistical technique that is used to 

relate two or more variables. The objective in regression analysis is to build a regression 

model or prediction equation relating the dependent variable to one or more independent 

variables. The model is used to describe, predict and control the variable of interest on the 

basis of the dependent variables. Regression analysis is a powerful and flexible statistical 

procedure for analysing associative relationships between a metric-dependent variable and 

one or more independent variables (Malhotra & Peterson, 2006:503). Regression analysis is 

used for the following reasons. 

 Determining whether the independent variables explain a significant variation in the 

dependent variable i.e. whether a relationship exists, 

 Determining how much of the variation in the dependent variable can be explained by 

the independent variables i.e. strength of the relationships, 

 Determining the structure or form of the relationship, 

 Predicting the values of the dependent variable on the independent variable, and 

 Controlling for other independent variables when evaluating the contributions of a 

specific variable or set of variables. 

 

Regression analysis was undertaken to examine the relationship among the variables in the 

study, namely online banking service quality, customer satisfaction and loyalty. Regression 

was also used in testing the hypotheses of this research. Regression is reported in Section 

4.3.7.  
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3.6 RELIABILITY AND VALIDITY 

 

3.6.1  Reliability 

 

Reliability refers to the extent to which a scale produces consistent results if repeated 

measurements are made. Babbie (2010:152) and Du Plooy (2001:85) state that reliability is a 

matter of whether a particular technique, applied repeatedly to the same object, yields the 

same results each time. Welman and Kruger (2005:145) state that reliability is concerned 

with the findings of the research and relates to the credibility of the findings. 

 

Cronbach alpha, a tool for assessing the reliability of scales, was used to establish the 

reliability of the questionnaire (Maree, 2011:216). Coefficient alpha ranges from 0 to 1 and a 

value of 0.6 or less generally indicates unsatisfactory internal consistency reliability, 0.70 to 

0.80 reflect good reliability and 0.80 to 0.95 portray very good reliability. The reliability of 

the scale used in this research is reported in Section 4.3.10. 

 

3.6.2 Validity 

 

According to Maree (2009:85), a measure or instrument is said to be valid if it measures what 

it is supposed to measure. Welman and Kruger (2005:142) define validity as the extent to 

which research findings accurately represent what is really happening in the situation. An 

effect or test is valid if it is demonstrates or measures what the researcher thinks or claims it 

does. 

 

Various validity measures, including content, construct, convergent and predictive validity 

methods, were employed to ensure the validity of the research instrument. These validity 

measures are elucidated in Section 4.3.11. 

 

3.6.2.1 Content validity 

 

Blanche et al. (2006:149) are of the view that content validity is established by determining 

the extent to which a measure reflects a specific domain of content. Content validity involves 

a systematic but subjective assessment of how well a scale measures the construct or variable 
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of interest. Malhotra and Birks (1999:315) explain that the researcher is required to examine 

whether the scale items adequately cover the entire domain of the construct being measured. 

The questionnaire for this study was checked and validated by the student and supervisor to 

ensure that the construct of the study, namely service quality, customer satisfaction and 

loyalty, were adequately covered in the questionnaire. Pretesting and a pilot study were also 

used in ascertaining the content validity of the study. Content validity was ascertained during 

the pre-test stages of the questionnaire. 

 

3.6.2.2 Construct validity 

 

Establishing the construct validity of a measure involves both theoretical and empirical work. 

It determines the extent to which a measure of a construct is empirically related to other 

measures with which it is theoretically associated (Blanche et al., 2006:151). Stangor 

(2007:88) is of the view that construct validity determines whether a measured variable 

actually measures the conceptual variable that it is designed to measure.    

 

Maree (2007:217) emphasises that construct validity is needed for standardisation and has to 

do with how well the construct covered by the instrument is measured by different groups of 

related items. In construct validity, the scores on an instrument reflect the desired construct 

rather than some other construct (Bless, Hingson-Smith & Kagee,2007:159). Unreliable 

scores cannot have any construct validity because they are mostly due to random error, while 

reliable scores can reflect a construct other than the one that is being measured (Bless, 

Hingson-Smith, & Kagee, 2006:159). Construct validity was established during the pilot-

testing stage of the questionnaire. 

 

3.6.2.3 Convergent validity 

 

Convergent validity reflects the degree of correlation among different measures which claim 

to measure the same construct (McDaniel & Gates 2004:205). An assessment and a 

comparison of the results of this research with previous similar studies were conducted. 

Convergent validity was ascertained through correlation analysis. Correlations are reported in 

Section 4.3.6 of the study. 
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3.6.2.4 Predictive validity 

 

Predictive validity of a survey is a measure of agreement between results obtained by the 

evaluated instrument and results obtained from more direct and objective measurement. 

According to McMillan & Schumacher, 2006:181, predictive validity is the criterion that is 

measured after the instrument has been administered. In predictive validity the instrument 

used predicts the outcomes that are theoretically expected (Muijs, 2004:67). Predictive 

validity is a type of criterion validity that is used to foresee future performance (Jackson, 

2008:72). Predictive validity is judged by the degree to which an instrument can forecast the 

results (Kumar et al., 2005:155). Predictive validity is often quantified by the correlation 

coefficient between the two types of measurement obtained for the same target population. 

The study made use of regression analysis to assess the predictive validity of the scale. 

Regression analysis is reported in Section 4.3.7 of the study. 

 

The ethical considerations that guided this research are discussed in the next section.  

 

3.7 ETHICAL CONSIDERATIONS 

 

The ethics of science concerns what is wrong and what is right in the conduct of research.  

Because scientific research is a form of human conduct, it follows that such conduct has to 

conform to generally accepted norms and values (Mouton, 2003:238).  The essential purpose 

of research ethics is to protect the welfare of research participants. However, Blanche et al. 

(2006:61) are of the view that research ethics involves more than just a focus on the welfare 

of research participants and extends into areas such as scientific misconduct and plagiarism. 

Due ethical consideration in regard to the use of secondary and primary data was given by the 

researcher.  

 

According to Strydom (2007:61), privacy refers to ‘the element of personal privacy’, while 

confidentiality implies the handling of information in a confidential manner and anonymity 

ensures the privacy of the subjects. The following ethical principles were applied in 

conducting the study: 

 Participation in the study was voluntary, 

 Personal data of respondents was processed fairly and lawfully and used only for the 

purpose of the study, 
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 Personal responses from individuals were not ascribed to any individual, 

 The questionnaire did not contain the names of respondents and anonymity of 

respondents was maintained throughout the study, and 

 Independent objectivity in the interpretation of the survey findings was upheld. 

 

3.8 SYNPOSIS 

 

In this chapter, the research design of the empirical study was described. A discussion of 

research approaches and the approach employed in this study and the motivation and 

reasoning behind it was elaborated upon. Given the nature of this study, a quantitative 

research approach was applied.   

 

The sampling design procedures and method used to collect the data were discussed. The 

sequential steps taken in the sampling design process used for the study was outlined. The 

sampling procedure resulted in a sample size of 180 online consumers to be approached. The 

various steps followed in the planning and designing of the questionnaire were also outlined. 

 

Statistical methods such as descriptive statistics, factor analysis, measures of associations and 

correlations and regression analysis were explained. Measurements of reliability and validity 

were also highlighted. Cronbach’s alpha coefficient was specifically highlighted to ensure 

that scales would measure the same construct and establish the reliability of the 

questionnaire. 

 

The next chapter presents systematically and in detail the findings, analysis, discussion and 

interpretation of the results of this research in the form of tables and figures in order to 

answer the research objectives and test the hypotheses set in chapter one.   
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CHAPTER 4 

 

ANALYSIS AND INTERPRETATION OF FINDINGS 

 

4.1 INTRODUCTION 

 

In chapter three, the research design of the empirical study was described. This chapter 

presents an analysis of the findings and interpretation of the results. The primary objective of 

the study was to measure online banking service quality and to establish its relationship with 

customer satisfaction and loyalty. The pilot study is discussed first, followed by the results of 

the main survey.  

 

Initially, the data were captured on an Excel spreadsheet. Thereafter the data were exported 

for processing and analysis into the Statistical Package for Social Sciences (Version 20.0) for 

Windows. 

 

4.2  PILOT STUDY RESULTS 

 

A pilot study of the questionnaire was conducted among 50 online banking consumers in 

Southern Gauteng. It was vital to make the pilot study research participants representative of 

and similar to the research participants of the main study. The pilot study was undertaken in 

order to establish the initial reliability of the scale prior to the main survey. 

 

4.2.1 Reliability statistics 

 

The reliability of service quality, satisfaction and loyalty scales were established. Minor 

changes of wording were effected in a few questions and one question was removed from 

section D (customer loyalty) of the questionnaire for the main study. The Cronbach alpha 

coefficients were computed for each scale to establish the reliability of the various scales 

used. Section A was not analysed as this section, which solicited information on demographic 

variables, was descriptive in nature. Table 4.1 reports on the Cronbach alpha value obtained 

in four sections of the pilot study. Overall, acceptable reliabilities of the various scales were 

obtained. The Cronbach alpha values for the three sections (section B, C and D) of the 
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questionnaire were higher than the recommended benchmark value of 0.70 (Maree, 

2011:216). The inter-item correlations indicated that at this stage no items should be deleted 

because deletion of items would not substantially improve the Cronbach Alpha reliability 

coefficients.  

 

Table 4.1 Overall reliability of pilot study 

Sections of the questionnaire (scale) 

Cronbach 

Alpha (α) No of items 

Section B: Perceptions of online service quality 0.96 39 

Section C: Customer satisfaction 0.90 5 

Section D: Customer loyalty 0.85 7 

 

In the following section, analysis of the main survey is presented. 

 

4.3 ANALYSIS OF THE MAIN SURVEY RESULTS 

 

A total of 200 potential respondents were approached to participate in the main survey; of 

these, 20 potential respondents refused to participate. This resulted in 180 respondents 

participating in the main survey. In the next section, the demographic profile of the 

respondents is analysed.  

 

4.3.1 Analysis of biographic and general information 

 

4.3.1.1  Gender profile of the sample  

 

Of the 180 responses used in the study, the survey comprised 58.3 percent males (n=105) and 

41.7 percent females (n=75). Figure 4.1 provides an overview of the sample in terms of 

gender composition. 
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Figure 4.1 Gender composition of respondents 

 

 

 

4.3.1.2  Marital status of respondents 

 

Figure 4.2 reports the marital status of respondents. Most of the respondents, 40.6 percent, 

were married (n= 73), followed by 27.8 percent who were single (n=50). The remaining 16.7 

percent were divorced (n=30) and 15 percent were widowed (n=27).  

 

Figure 4.2 Respondents` marital status 
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4.3.1.3  Age of respondents 

 

Figure 4.3 illustrates the age of respondents. The age group 30-39 years comprised the largest 

group (36.7%; n=66), followed by the age group 20-29 years (25.6%; n=46), age group 40-49 

years (22.2%; n=40) and age group 50-59 years (13.9 %; n=25). A small percentage (1.7%; 

n=3) of those that used Internet banking was below the age of 20 years.  

 

Figure 4.3 Respondents` age category 

 

 

4.3.1.4  Duration of Internet banking usage 

 

In terms of how long the respondents had been using Internet banking, 65 percent (n=117) of 

the respondents revealed that they had been making use of Internet banking for more than 

twelve months, while 29.4 percent (n=53) had been using Internet banking for a duration of 

three to twelve months. Only 5.6 percent (n=10) of the respondents had made use of Internet 

banking for less than three months. The results are reported in Figure 4.4.  
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Figure 4.4 Duration of Internet banking usage 

 

 

4.3.1.5  Method of accessing Internet banking 

 

The method of accessing Internet banking by the respondents is reported in Figure 4.5. 

Approximately 40.6 percent (n=73) of the respondents indicated that they accessed the 

Internet through their employers` network and 33.3 percent (n=60) accessed it at home 

through fixed line or wireless broadband. Approximately 24.4 percent (n=44) of the 

respondents still used dial-up access from their homes. 

 

Figure 4.5 Method of accessing Internet banking 
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4.3.1.6  Income category of respondents 

 

The annual income category of respondents is reported in Figure 4.6. The responses indicate 

that 16.7 percent (n=30) earned an income of between R100 001 and R200 000, 41.7 percent 

(n=75) earned an income from R200 001 to R300 000, and 27.2 percent (n=49) earned an 

income of between R400 001 and R500 000 per annum. Of those surveyed, higher income 

earners earning between R500 001 and R600 000 and above R600 000 comprised 9.4 percent 

and 1.1 percent of the sample respectively. Only 3.3 percent of the respondents earned less 

than R100 000. The findings tend to suggest that higher income earners are more likely than 

lower income earners to use Internet banking transactions (Khan & Emmambokus, 2011:55).  

 

Figure 4.6 Respondents` annual income category 
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4.3.2  Exploratory Factor Analysis (EFA) 

 

Section B of the questionnaire was factor analysed using exploratory factor analysis. This 

section provides an overview of Kaiser-Meyer Olkin (KMO) and Bartlett’s test of sampling 

adequacy, methods of extraction, naming and interpretation of factors. 

 

4.3.2.1  Bartlett`s test of Sphericity 

 

The Bartlett’s test of Sphericity examines whether the variance and covariance matrices are 

identity matrices. It is a method used to establish whether factor analysis is appropriate for 

the data set. When variables are completely unrelated, factor analysis becomes inappropriate 

(Merkle et al., 1998:210). Bartlett’s test of Sphericity revealed an approximate chi-square 

value of 3764.951 (df = 496) at an observed significance level of p<0.000, rejecting the 

notion that variables are uncorrelated and thus indicating that the factor analysis procedure 

was suitable for the data set.  

 

4.3.2.2  Kaizer-Meyer-Olkin (KMO) test 

 

According to Maholtra (2006:612), the KMO measure of sampling adequacy is an index used 

to examine the appropriateness of factor analysis for a given study. Values between 0.5 and 

close to 1.0 indicate that factor analysis is appropriate. Values below 0.5 imply that factor 

analysis may not be appropriate. The value of the KMO statistic for the present study was 

0.89, validating the appropriateness of the data for the application of the factor analysis 

procedure. 

 

The scores of the Bartlett’s test of Sphericity and KMO are exhibited in Table 4.2. 

 

Table 4.2 Bartlett’s test of Sphericity and the KMO index 

Kaizer-Meyer-Olkin Measure of Sampling Adequacy 0.89 

Bartlett`s Test of 

Sphericity 

Approx. Chi-Square 3764.95 

Df 496 

Sig 0.00 
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The percentage of variance explained, eigenvalues and scree plot were used in the process of 

determining the number of factors to extract for the study. Each of these methods used is 

explained in the section which follows. 

 

4.3.2.3  Percentage of variance method of factor extraction 

 

Maholtra and Birks (2007:654) are of the view that the percentage of variance approach 

implies that the number of factors extracted is determined so that the cumulative percentage 

of variance extracted by the factors reaches a satisfactory level and recommends that the 

factors extracted should account for at least 60 percent of the explained variance. Table 4.3 

outlines the seven factors that accounted for approximately 70 percent of the variance, which 

is considered acceptable. 

 

Table 4.3 Percentage of variance 

Factors % of Variance Cumulative % 

1 36.01 36.01 

2 9.06 45.07 

3 7.44 52.52 

4 6.08 58.61 

5 4.12 62.73 

6 3.74 66.48 

7 3.44 69.92 

 

4.3.3.4  The eigenvalue criterion of factor extraction 

 

An eigenvalue represents the amount of variance associated with each factor. Factors with a 

variance greater than 1.0 were included. Factors with variance less than 1.0 were not 

considered (Malhotra 2004:567). The eigenvalue extraction for the study illustrated that the 

seven factors were appropriate for capturing online service quality dimensions. The 

eigenvalues of these factors is reported in Table 4.4. 
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Table 4.4 Eigenvalues  

Factors Eigenvalues 

1 11.52 

2 2.90 

3 2.38 

4 1.94 

5 1.32 

6 1.19 

7 1.10 

 

4.3.2.5  The scree plot method of factor extraction 

 

The scree plot examines the graph of eigenvalues. According to Costello and Osborne 

(2005:3), the scree test involves examining the graph of the eigenvalues and locates a natural 

bend or break point in the data where the curve flattens out. The number of factors to retain is 

usually the number of data points above the break (i.e. excluding the point at which the break 

occurs). Typically the plot has a distinct break between the steep slope of factors, with large 

eigenvalues and a gradual trailing off associated with the rest of the factors. This gradual 

trailing off is referred to as the scree (Tai, 2005:194). Furthermore, experimental evidence 

indicates that the point at which the scree begins to level off denotes the true number of 

factors applicable in a given study. The scree plot is depicted in Figure 4.7. Based on the 

scree plot criterion, seven factors seem appropriate.  

 

 

 

 

 

 

 

 

 

 

 



98 
 

Figure 4.7 Scree plot of eigenvalues with seven factors 

 

 

In summary, taking into account the three methods of factor extraction, seven factors appear 

to best fit the online service quality dimensions.  

 

4.3.2.6  Reduction of items 

 

Exploratory factor analysis and rotated factor loadings were performed in the process of 

determining appropriate factors for the study. This resulted in seven of the 39 items being 

removed and the initial eight theoretical dimensions identified for the study being reduced to 

seven meaningful factors (dimensions). Seven items were removed in the process because 

they had low factor loadings, low inter-item correlation and multiple or unstable loadings 

(Aldalaigan & Buttle, 2002:369).  

 

 

 

7 factors extracted 
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4.3.2.7  Final factor structure 

 

The Principal Component Analysis (PCA) resulted in seven new factors/dimensions for the 

study. Factor loadings > 0.50 were used as a threshold for the extraction of factors. 

Consistent with previous studies (Uzoka, Shemi & Seleka, 2007:6), loadings above the 

threshold of 0.50 are considered more important while loadings of ±0.30 and ±0.40 imply 

minimum levels and important levels respectively. Items below the threshold were not 

considered because they had low factor loadings, low commonalities and multiple or unstable 

loadings. 

 

The final factor structure is reported in Table 4.5. 
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Table 4.5 Rotated factor loading matrix 

Rotated Factor Loading Matrix 

Items/Variables 

Factors/Dimensions 

1 2 3 4 5 6 7 

B17 0.58             

B18 0.69             

B19 0.77             

B20 0.84             

B21 0.78             

B22 0.80             

B23 0.82             

B24 0.78             

B25 0.83             

B26 0.77             

B27 0.73             

B28 0.62             

B29   0.68           

B30   0.70           

B31   0.68           

B33   0.69           

B2     0.79         

B4     0.81         

B5     0.75         

B12       0.63       

B14       0.83       

B16       0.83       

B35       0.54       

B8         0.54     

B9         0.70     

B10         0.61     

B11         0.725     

B1           0.85   

B3           0.73   

B13           0.76   

B37             0.78 

B38             0.80 

Eigenvalue  11.52  2.90  2.38  1.94  1.32 1.19 1.10 

% of Variance  36.01  9.06  7.44  6.08  4.12  3.74 3.44 

Cumulative %  36.01  45.07  52.52  58.61  62.73  66.48 69.92 

Extraction method: Principal components analysis.  

Rotation- varimax with Kaiser Normalisation.  
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4.3.2.8  Naming and interpretation of factors 

 

Han and Baek (2004:209) and Parasuraman et al. (2005:230) highlight the fact that there is 

growing evidence of the variation in the outcomes of various studies that have attempted to 

address the key attributes of electronic services. One of the empirical objectives of the study 

was to identify the dimensions that influence online banking service quality in the 

commercial banking sector. In the following section, the naming and interpretation of the 

dimensions relevant to online banking service quality are discussed.  

 

Factor one, labelled assurance, trust and appeal, comprised 12 variables and accounted for 

36.01 % of the variance. The eigenvalue was 11.52. The items that loaded onto this factor 

relate mainly to assurance, security, privacy and trust issues involved when transacting online 

banking. Aspects regarding the aesthetic and visual appeal of the web page also loaded onto 

this factor. The factor loading for this factor is reported in Table 4.6. The finding of these 

aspects on online services is consistent with previous studies (Zeithaml et al., 2000:16; Bauer 

et al., 2005:170; Loonam & O`Loughlin, 2008:766). This factor highlights that online 

banking customers are concerned mainly about the safety of using Internet banking for 

conducting transactions. Customers want to be assured that the bank can be trusted with their 

personal information when conducting transactions.  

 

Table 4.6 Rotated factor loading for Factor 1 – Assurance, trust and appeal 

Variable Variable Description Loading 

B17 My bank does not misuse my personal information 0.58 

B18 I believe there is no way people can access my personal account 0.69 

B19 I feel safe in my transactions with my bank 0.77 

B20 My bank protects my personal information 0.84 

B21 My bank’s security system for Internet banking seems rigorous 0.78 

B22 Overall, my bank’s website seems security-conscious 0.80 

B23 My bank does not share my personal information with other sites 0.82 

B24 My bank’s name is well known  0.78 

B25 My bank has a good reputation 0.83 

B26 I have confidence in my bank’s service 0.77 

B27 My bank’s website is aesthetically appealing 0.73 

B28 My bank’s web design is visually appealing 0.62 
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The second factor was labelled responsiveness. It comprised four variables and accounted 

for 9.06 percent of the variance. The eigenvalue was 2.90. The items that loaded onto this 

factor related to prompt response of the bank with regard to customer requests and resolving 

problems encountered when customers conduct their online transactions. The factor loading 

for this factor is reported in Table 4.7. This factor is consistent with the ‘responsiveness’ 

dimension identified in an online setting in previous studies (Zeithaml et al., 2000:16; 

Loiacono et al., 2000:301; Parasuraman et al., 2005:17; Loonam & O`Loughlin, 2008:766; 

Hu & Liao, 2011:3764). Although the human contact is absent in an online setting, customers 

still want responsive action from banks as and when they experience problems, and want 

problems be solved urgently.  

 

Table 4.7 Rotated factor loading for Factor 2 – Responsiveness 

Variable Variable Description 
Factor  

Loading 

B29 My bank’s website is interesting to visit 0.69 

B30 My bank provides prompt responses to my requests by e-mail or other means 0.70 

B31 My bank promptly resolves problems I encounter with my online transactions 0.68 

B33 My bank repairs a breakdown on the website quickly 0.70 

 

The third factor was labelled ease of use. Four variables were loaded onto this factor that 

accounted for 7.45 percent of the variance. The eigenvalue was 2.38. Table 4.8 reports on the 

factor loading for this factor. The items that loaded onto this factor related to ease of use of 

the website, the organisation and structure of online content that makes the website easy to 

follow with less effort. One of the main reason why consumers use Internet banking is that it 

is convenient and easy (Zeithaml et al., 2000:16; Santos, 2003:239; Ombati et al., 2010:19; 

Hamadi, 2010:6; Yoon, 2010:1297).  

 

Table 4.8 Rotated factor loading for Factor 3 – Ease of use 

Variable Variable Description 
Factor  

Loading 

B2 It is easy to find what I need on my bank’s website 0.79 

B4 My bank’s website does not require a lot of effort to use 0.81 

B5 
The organisation and structure of the online content is easy to 

follow 
0.75 
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The fourth factor was labelled accessibility and accounted for 6.08 percent of the variance 

with an eigenvalue of 1.97. Table 4.9 reports the factor loading for this factor. The items that 

loaded onto this factor related to the loading and accessibility of the website for transactions. 

This factor is consistent with previous literature regarding accessibility in online banking 

(Zeithaml et al., 2000:16; Loonam & O`Loughlin, 2008:766). This factor is important for 

customers because it eases accessibility issues when they are conducting their transactions.  

 

Table 4.9 Rotated factor loading for Factor 4 – Accessibility 

Variable Variable Description 
Factor  

Loading 

B12 The service delivered through my bank’s website is quick 0.63 

B14 My bank’s website loads fast all the time 0.83 

B16 My bank’s website does not freeze during a transaction 0.83 

B35 My bank is easily accessible by telephone 0.54 

 

The fifth factor was labelled fulfilment, with four items that accounted for 4.12 percent of 

the variance with an eigenvalue of 1.32. Table 4.10 reports the factor loading for this factor. 

The items that loaded onto this factor related to the functionality of the website, fulfilment of 

promises by the bank and accuracy of transactions conducted. Customers evaluate websites 

according to the extent to which the site`s promises about delivery and item availability are 

fulfilled (Parasuraman et al., 2005:17). Internet banking customers would also like the 

website to have all the functionality needed so that transactions can be effectively conducted. 

 

Table 4.10 Rotated factor loading for Factor 5 – Fulfilment 

Variable Variable Description 
Factor  

Loading  

B8 It is easy to use my bank’s website 0.54 

B9 
The functionality delivered through my bank’s website addresses 

my banking needs 
0.70 

B10 
When my bank promises to do something by a certain time, it does 

so  
0.61 

B11 My online transactions with the bank are always accurate 0.72 

 

The sixth factor was labelled speed and accuracy. Three items loaded onto this factor that 

accounted for 3.74 percent of the variance with an eigenvalue of 1.19. Table 4.11 reports the 

factor loading for this factor. In line with previous studies, it was found that customers have 
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an expectation that ‘Internet banking is quick to conduct’ and they also want their transaction 

to be ‘accurate’ as promised (Ombati et al., 2010:159, Akinyele & Olorunleke, 2010:217). 

 

Table 4.11 Rotated factor loading for Factor 6 – Speed and accuracy 

Variable Variable Description 
Factor  

Loading  

B1 I am able to get on the bank’s site quickly 0.85 

B3 It is quick to complete a transaction through my bank’s website 0.73 

B13 
My bank’s website makes accurate promises about the services 

being delivered 
0.76 

 

The seventh factor was labelled contact. Only two items loaded onto this factor, which 

accounted for 3.44 percent of the variance with an eigenvalue of 1.10. Table 4.12 reports the 

factor loading for this factor. An analysis of a review of the literature reveals that Internet 

banking customers would like to reach and speak to a person in instances where they 

encounter a serious problem or security risk regarding their online transactions (Parasuraman 

et al., 2005:17; Hu & Liao, 2011:3764). 

 

Table 4.12 Rotated factor loading for Factor 7 – Contact 

Variable Variable Description 
Factor  

Loading 

B37 My bank’s site has customer service representatives available online 0.78 

B38 
My bank’s website offers the ability to speak to a person if there is a 

problem 
0.80 

 

Below is a summary of the seven factors extracted as service attributes for online banking 

services. A brief description of these factors that influence online service quality in the 

banking sector is provided in Table 4.13.   
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Table 4.13 Description of factors that influence online banking service quality 

Factors  Description 

Factor 1 

Assurance, trust 

and appeal 

Refers to the degree to which customers find transacting online safe, 

and reliable and the appearance of the bank’s website physically and 

aesthetically appealing 

Factor 2 

Responsiveness 

Relates to effective handling of queries and problems whenever 

customers need the bank’s assistance 

Factor 3 

Ease of use 

Refers to the ease of accessing and using the bank’s website for 

searching, navigating and transacting 

Factor 4 

Accessibility 

Refers to the availability and loading of a bank’s website for 

performing transactions at any time 

Factor 5 

Fulfilment 

Refers to the extent to which the bank’s website promises about the 

functionality of online services are fulfilled 

Factor 6 

Speed and 

accuracy 

Includes aspects such as how quickly and accurately customers can 

perform their banking transactions through the bank’s website 

Factor 7 

Contact 

Refers to whether the bank can be reached by a different medium of 

communication to help customers when they experience problems  

 

In the following section, the mean ranking of factors in terms of importance is expanded 

upon.  

 

4.3.2.9  Mean ranking of factors 

 

Following extraction and identification of the factors that influence online banking service 

quality, it was necessary to rate the dimensions in terms of their importance, in accordance 

with the empirical objective of the study. Respondents were provided with a number of 

descriptors about online banking services. The respondents were asked to indicate to what 

extent they would agree/disagree with the descriptors of the online service they receive. 

Figure 4.8 depicts the rating scale used in evaluating the online service level by indicating 

their level of agreement or disagreement for each of the descriptors. Ratings one and two 

represented service that fell short of their expectations while ratings four and five meant the 
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service quality they received exceeded their expectations. Rating three indicated that the 

service quality matched their expectations (Johnston, 1995:2; Zeithaml et al., 2009:77). 

 

Figure 4.8 Rating scale for online service quality 
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Table 4.14 highlights the ranking of the seven factors relevant for online banking service 

quality, with their mean values in descending order. Assurance, trust and appeal was rated the 

most important dimension of online banking service quality (mean=4.32) followed by ease of 

use (mean=4.31) and responsiveness (mean=4.28), while contact (mean=4.07) was accorded 

the lowest level of importance. Accessibility, fulfilment, speed and accuracy also rated above 

4, signifying a high level of importance. Overall, the mean values are skewed to the right, 

indicating that all the dimensions extracted for online banking services are of crucial 

importance to customers.  

 

Table 4.14 Mean rating of dimensions in terms of importance 

Dimensions N Minimum Maximum Mean 

Assurance, trust and appeal 180 1 5 4.32 

Responsiveness 180 1 5 4.31 

Ease of use 180 1 5 4.28 

Accessibility 180 1 5 4.27 

Fulfilment 180 1 5 4.24 

Speed and accuracy 180 1 5 4.07 

Contact 180 1 5 4.07 

Overall mean for perception of service quality 4.22 

 

The literature on the subject shows that attempts have been made to rank the various 

attributes that influence service quality in an e-service setting. By undertaking a re-

assessment of the E-S-Qual and E-RecS-qual scale, Akinci et al. (2010:233) found efficiency 

The service quality 

exceeds your 

expectations to a 

high degree  

The service quality 

matches your 

expectations 

The service 

quality does not 

live up to your 

expectations at all 

Zone of tolerance 
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and fulfilment to have the strongest effects on service quality, followed by system availability 

and then privacy. By employing the same method, the study of Yang and Tsai (2007:120) 

demonstrated that factors representing efficiency, fulfilment and responsiveness have the 

strongest effects, followed by contact and then privacy and compensation. Furthermore, 

Abdullah et al. (2011) developed a Bank Service Quality (BSQ) Index – an indicator of 

service performance. The authors found that customers perceived systemisation of service 

delivery to be more important than other dimensions in determining the quality of the service 

that they received. These studies show varying levels of importance for different dimensions. 

The current study shows that consumers consider the established dimensions to be important 

and that banking institutions should also place emphasis on all dimensions of e-service 

quality.  

 

Apart from establishing the importance of e-service quality dimensions, the study also 

examined the consumers’ overall level of satisfaction and loyalty.  

 

4.3.4  Overall level of satisfaction 

 

The central theme of this research was determining the relationships among the constructs of 

online banking service quality, satisfaction and loyalty. Therefore, determining the overall 

level of perception of online banking, satisfaction and loyalty intentions is of particular 

importance in understanding the relationship among these constructs. 

 

Table 4.17 reports that the mean value of all the items that measured level of customer 

satisfaction was above four. The highest mean reported for the satisfaction data (Section D) 

was 4.45 (item D5), which indicates that most respondents were pleased with the experience 

of using the bank’s Internet banking website. The lowest mean reported for this section was 

4.14 for items D3 and D4 respectively, suggesting that respondents were satisfied with the 

service quality of their bank and that they were satisfied with the online services offered by 

their bank. Item D1 had a mean score of 4.22, indicating that respondents perceived that their 

bank was a good bank for conducting business. Item D2 with a mean score of 4.16 indicated 

that respondents were satisfied with their online transactions. In line with their perceptions, 

customers` level of satisfaction of online banking service was very high with an overall mean 

value of 4.22. 
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Customer satisfaction is of crucial importance to a bank. Extant literature suggest that 

although transaction-specific satisfaction may provide insights into particular product or 

service encounters, cumulative satisfaction is arguably a better predictor of future behaviour 

(customer retention) (Jonson et al., 1996:165; Zeithaml et al., 2009:104). 

 

Table 4.15  Overall level of satisfaction 

Item Description of item Mean  

D1 My bank is a good bank to do business with 4.22 

D2 I am satisfied with the transaction I make online 4.16 

D3 I am satisfied with the service quality with my bank 4.14 

D4 In general, I am satisfied with the online services offered by my bank 4.14 

D5 

I am pleased with the experience of using my bank’s Internet banking 

website 4.45 

Overall mean of satisfaction 4.22 

 

4.3.5  Overall level of loyalty 

 

Loyalty intention was scored on a five-point Likert scale (maximum score = 5 and minimum 

score = 1). Consistent with customer levels of satisfaction, online bank loyalty intentions 

scores were high at an overall mean value of 4.10, as shown in Table 4.16. The highest mean 

reported in the loyalty data (Section E) was 4.19 (item E1) in which respondents indicated 

that their current bank was their first choice. Items E2 and E3 had a mean score of 4.16 

respectively, indicating that consumers felt their bank was the best bank to do business with 

and that their bank was their favourite bank. Item E4 had a mean score of 4.03, indicating that 

respondents did not intend to switch to another bank, and item E5, with a mean score of 3.99 

suggesting that respondents promised to do more business with their current bank in the 

future. Furthermore, respondents revealed that they would recommend their current bank to 

friends.  

 

Loyalty is referred to as a consumer’s inclination to patronise a bank over time (Knox & 

Denison, 2000:34). According to this view, loyalty is seen as a long-term feeling of 

attachment to a supplier of a service or product, and is thought to occur when buyers are 

satisfied and have an investment in a relationship with a supplier which is too great to 
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sacrifice for a cheaper or lower-quality alternative. There is also evidence that people do 

become loyal at the point of purchase, returning to buy from the same supplier (Young, 

2005:303). The overall the mean score of 4.10 predicts that respondents are likely to commit 

to patronising their current bank in the foreseeable future provided that service quality levels 

remain the same or higher. The findings, therefore, suggest that overall customer satisfaction 

and loyalty are positively skewed to the right, which implies that online banking customers 

are generally satisfied with the Internet banking services of their banks. 

 

Table 4.16  Overall level of loyalty 

Item Description of item Mean 

E1 When I need to bank, this bank is my first choice  4.19 

E2 To me, this bank is the best one to do business with 4.16 

E3 I believe that this bank is my favourite bank 4.16 

E4 I do not think I want to bank with another bank 4.03 

E5 I will do more business with this bank in the future 3.99 

E6 I would recommend that my friends bank with this bank 4.04 

Overall mean 4.10 

 

4.3.6  Correlations 

 

In accordance with the objectives of the study, it was necessary to examine the relationships 

among customer perceptions of technology-based banking service quality and customer 

satisfaction and loyalty. It was therefore relevant to conduct a correlations analysis among 

these constructs to establish the strength of the relationship. The Pearson’s Correlation 

Coefficient (r) was used to analyse the bivariate relationship between the seven dimensions 

and satisfaction and loyalty. Table 4.19 summarises correlations between online banking 

service quality dimensions, satisfaction and loyalty.  

 

Extant literature is not clear on the relationships of the constructs of service quality, customer 

satisfaction and loyalty. Hoffman and Bateson (2006:333) offer an explanation on the 

relationships among the constructs of service quality, customer satisfaction and post-purchase 

intention. Customer satisfaction and service quality are without a doubt intertwined. 

However, their relationship is unclear. Newman (200:138), however, is of the view that 
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service quality positively influences customer satisfaction and is, in fact, a prerequisite for 

customer satisfaction. 

 

Table 4.17 shows the correlations among the seven factors, customer satisfaction, and loyalty. 

In assessing the size of the correlation coefficients, Cohen’s d-measure of effect sizes was 

used to measure the importance of an effect. The size of the effect, as suggested by Steyn 

(2000:1), is outlined below: 

 r = 0.10 (small effect) 

 r = 0.30 (medium effect) 

 r = 0.50 (large effect) 

 

The correlations among the seven factors were significant, ranging from r=0.224 to r= 0.537 

at p<0.01 level of significance, indicating that a positive linear inter-factor association exists. 

The lowest correlation was recorded between responsiveness, and ease of use (r=0.233). The 

correlation ranged from weak to strong. In terms of the importance of the effect sizes, 

Cohen’s d-statistics showed effect sizes ranging from small to large effects among the 

dimensions.  

 

Table 4.17 shows that the correlations of the seven factors with satisfaction were significant, 

ranging from r=0.322 to r= 0.430 at p<0.01 level of significance, suggesting that there is a 

positive linear association between the seven dimensions of online banking service quality 

and satisfaction. Similarly, the correlations of the seven factors with loyalty were also 

significant, ranging from r=0.231 to r= 0.494 at p<0.01 level of significance, indicating a 

positive linear association between the seven dimensions of online banking service quality 

and loyalty. The correlations ranged from weak to moderate. In terms of the effect sizes, the 

correlations showed small to medium effect in terms of practical significance.  

 

It is evident from Table 4.17 that the results of the Pearson correlation coefficients suggested 

a strong positive linear relationship, r=0.629 at p<0.01 level of significance, indicating that 

satisfaction with online banking services influences customer loyalty towards a bank. In 

terms of the effect sizes, Cohen’s measure of effect sizes showed a large practical 

significance. Based on the above results it is clear that there is evidence of convergence 

concerning the seven factors with satisfaction and loyalty. It is hoped, therefore, that these 
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findings will support and supplement the body of knowledge on the relationships of service 

quality, customer satisfaction and loyalty.  
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Table 4.17 Correlations among dimensions of online banking service quality, satisfaction and loyalty 

 Factors 

Factor 1 

Assurance, 

trust and 

appeal 

Factor 2 

Responsiven

ess 

Factor 3 

Ease of use 

Factor 4 

Accessibility 

Factor 5 

Fulfilment 

Factor 6 

Speed and 

accuracy 

Factor 7 

Contact 
Satisfaction Loyalty 

Factor 1 

Assurance, trust 

and appeal 

Pearson Correlation 1 .498** .329** .446** .537** 0.310 .385** .430** .494** 

Sig. (2-tailed)   .000 .000 .000 .000 .000 .000 .000 .000 

Factor 2 

Responsiveness 

Pearson Correlation 
 

1 .233** .388** .384** .457** 0.467 .341** .401** 

Sig. (2-tailed) 
 

  0.002 .000 .000 .000 .000 .000 .000 

Factor 3 

Ease of use 

Pearson Correlation 
  

1 .243** .525** .224** .436** 0.427 .248** 

Sig. (2-tailed) 
  

  0.001 .000 0.002 .000 .000 0.001 

Factor 4 

Accessibility 

Pearson Correlation 
   

1 .499** .311** .243** .350** 0.231 

Sig. (2-tailed) 
   

  .000 .000 0.001 .000 0.002 

Factor 5 

Fulfilment 

Pearson Correlation 
    

1 .314** .437** .382** .309** 

Sig. (2-tailed) 
    

  .000 .000 .000 .000 

Factor 6 

Speed and 

accuracy 

Pearson Correlation 
     

1** .357** .424** .297** 

Sig. (2-tailed) 
     

  .000 .000 .000 

Factor 7 

Contact 

Pearson Correlation 
 

. 
    

1** .322** .234** 

Sig. (2-tailed) 
      

  .000 0.002 

Satisfaction 
Pearson Correlation 

  
. 

    
1** .629** 

Sig. (2-tailed) 
       

  .000 

Loyalty 
Pearson Correlation 

        
1** 

Sig. (2-tailed) 
        

  

** . Correlations are significant at the 0.01 level (2-tailed).            

N= 180 
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Since positive correlations were established (refer to Section 4.3.6) among the dimensions of 

online banking service quality, satisfaction and loyalty, it was deemed necessary to further 

examine the strength of the relationship and establish any predictive relations among these 

variables. In this regard, regression models were computed to further determine and validate 

the predictive relationship.  

 

4.3.7 Regression analysis 

 

Table 4.18 reflects the regression analysis between each of the seven dimensions of online 

banking service quality and satisfaction. The predictors that were held constant were the 

seven dimensions of online banking service quality (independent) and the dependent variable 

that was entered into the prediction model was satisfaction. On examination of the 

relationship between the individual dimensions and the overall satisfaction rating, the 

adjusted R2 = 0.36 suggests that the online banking service quality dimensions explained 36% 

of the variance in the customers' overall satisfaction rating.  

 

The dimensions of factor 1 (assurance, trust and appeal), factor 3 (ease of use) and factor 6 

(speed and accuracy) were statistically significant at p<0.05. Factor 2 (responsiveness), factor 

4 (accessibility), and factor 7 (contact) showed no predictive relationship with overall online 

banking satisfaction. However, factor 5 (fulfilment), showed a negative relation to overall 

satisfaction. Satisfaction was primarily predicted and contributed to by factor 3 (ease of use; 

β = 0.279), factor 6 (speed and accuracy; β = 0.261) and factor 1 (assurance, trust and appeal; 

β = 0.211). The relationship was strongest between factor 3 (ease of use) and customer 

satisfaction, followed by the relationship between factor 6 (speed and accuracy) and customer 

satisfaction. 
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Table 4.18 Regression: factors/dimensions of online banking service quality and 

satisfaction 

Factors/Dimensions B Beta (β) T p-level 

Assurance, trust and appeal 0.171 0.211 2.65 0.009* 

Responsiveness 0.013 0.016 0.198 0.843 

Ease of use 0.228 0.279 3.721 0.000* 

Accessibility 0.082 0.112 1.507 0.134 

Fulfilment -0.017 -0.022 -0.256 0.798 

Speed and accuracy 0.196 0.261 3.677 0.000* 

Contact 0.001 0.001 0.019 0.985 

R = 0.597           R2 = 0.357      Adjusted R2 = 0.331     F = 13.643   *p<0.0000 

 

Table 4.19 outlines the regression analysis between the individual dimensions of online 

banking service quality and loyalty. The predictors that were held constant were the seven 

dimensions of online banking service quality (independent) and the dependent variable that 

was entered into the prediction model was loyalty. On examination of the relationship 

between the individual dimensions and the overall loyalty rating, the adjusted R2 = 0.27 

suggests that banking service quality dimensions explained 27% of the variance in the 

customers' overall loyalty intentions.  

 

The results show that Factor 1 (assurance, trust and appeal) and factor 2 (responsiveness) 

were statistically significant at p<0.05. Factor 3 (ease of use), factor 5 (fulfilment) and factor 

6 (speed and accuracy) showed no predictive relationship with loyalty. On the other hand, 

factor 4 (accessibility) and factor 7 (contact) showed a negative relation with loyalty. Loyalty 

intention was therefore primarily predicted and contributed to by factor 1 (assurance, trust 

and appeal; β = 0.383) and factor 2 (responsiveness; β = 0.191). 
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Table 4.19 Regression: factors/dimensions of online banking service quality and 

loyalty 

Factors/Dimensions B Beta (β) T p-level 

Assurance, trust and appeal 0.301 0.383 4.585 0.000* 

Responsiveness 0.151 0.191 2.278 0.024* 

Ease of use 0.075 0.094 1.203 0.231 

Accessibility -0.04 -0.056 -0.719 0.473 

Fulfilment 0.004 0.006 0.062 0.951 

Speed and accuracy 0.081 0.111 1.495 0.137 

Contact -0.047 -0.072 -0.898 0.371 

R = 0.542           R2 = 0.294      Adjusted R2 = 0.265     F = 10,210   *p<0.0000 

 

Table 4.20 reflects the regression analysis between customer satisfaction and loyalty. The 

predictor that was held constant was customer satisfaction, and the dependent variable that 

was entered into the prediction model was loyalty.  

 

On examination of the relationship between the individual dimensions and the overall 

satisfaction rating, the adjusted R2 = 0.392 suggests that customer satisfaction explained 39% 

of the variance in the customers' overall loyalty intentions.  

 

The beta coefficient of satisfaction (β = 0.629) suggests that there is a strong positive 

relationship between customer satisfaction and loyalty of online banking customers. The 

independent variable was satisfaction, whereas the dependent variable was loyalty. Thus, 

satisfied customers are more likely to become loyal customers of Internet banking.  

 

Table 4.20 Regression: customer satisfaction and loyalty 

 

Construct B Beta (β) t p-level 

Satisfaction 0.611 0.629 10.789 0.000* 

R = 0.629           R2 = 0.395      Adjusted R2 = 0.392     F = 116.402   *p<0.0000 

 

In the following section, testing of the hypotheses is undertaken by referring to the results of 

correlation and regression analyses.  
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4.3.8 Testing of the hypotheses  

 

At the beginning of this research (refer to Section 1.5) the following hypotheses were 

formulated:  

H1: Online banking service quality (SQ) positively influences customer satisfaction 

(CS) in the commercial banking industry. 

H2: Online banking service quality (SQ) positively influences loyalty in the 

commercial banking industry. 

H3: Customer satisfaction (CS) positively influences loyalty in the commercial 

banking industry. 

 

The correlations between the seven dimensions of online banking service quality and 

customer satisfaction turned out to be positive (refer to Section 4.3.6).  The beta coefficients 

of factor 1 (assurance, trust and appeal), factor 3 (ease of use) and factor 6 (speed and 

accuracy) contributed significantly to the prediction of customer satisfaction, while factor 2 

(responsiveness), factor 4 (accessibility), factor 5 (fulfilment) and factor 7 (contact) showed 

no predictive relationship (refer to Section 4.3.7). Hypothesis 1 is therefore partially 

accepted. 

 

The results of correlations analysis between each of the seven dimensions of online banking 

service quality and loyalty suggested that a positive causal relationship exists (refer to 

Section 4.3.6). The regression analysis revealed that loyalty intention was primarily predicted 

and contributed to by factor 1 (β = 0.383) and factor 2 (β = 0.191). Factor 3 (ease of use), 

factor 5 (fulfilment) and factor 6 (speed and accuracy) showed no predictive relationship with 

loyalty, while factor 4 (accessibility) and factor 7 (contact) showed a negative relationship 

with loyalty. Therefore, hypothesis 2 is partially accepted.  

 

In examining the relationship between customer satisfaction and loyalty, both correlation and 

regression analyses revealed that a strong positive relationship between these variables exists. 

The results of the Pearson correlation coefficients (r=0.629 at p=0.00 level) show statistically 

significant positive correlations between customer satisfaction and loyalty. The regression 

analysis resulted in a beta coefficient (β = 0.629) at p<0.000, suggesting a strong predictive 

relationship between customer satisfaction and loyalty. Hypothesis 3 is therefore accepted. 
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The findings of this research are consistent with those of previously conducted studies. The 

outcome of research on the relationship between e-service quality and customer satisfaction is 

varied, as results show that not all quality dimensions are factors critical to customer 

satisfaction (Khan, Mahapatra & Sreekumar, 2009:36). Service quality is found to be a strong 

predictor of customer satisfaction (Dabholkar, Shepherd & Thorpe, 2000:141; Cronin, Brady 

& Hult, 2000:200).  However, within the banking industry, service quality dimensions were 

tested as predictors of customer satisfaction (Webb, Webster & Krepapa, 2000; Ganguly & 

Roy, 2010:180) where it was established that not all dimensions are strong predictors of e-

service quality.   

 

The fact that certain factors showed little predictive relationship or did not make a large 

impact on satisfaction and loyalty does not make the dimension unimportant, as perception of 

service quality and behaviour is rather a complex phenomenon and it is quite unrealistic to 

assume that all variables can account for a substantial proportion of variability (Schiffman, 

Dash & 1977:6). Even the widely accepted SERVQUAL`s five dimensions are not universal, 

and items do not always load on to factor as one would expect. The number of dimensions is 

questionable and their stability differs from context to context (Buttle, 1996:13). This theory 

is embedded in Kano’s quality model, and more specifically, the basic needs dimension 

(‘must-be’ needs) (Zhang & Von Dran 2002:12). Basic needs are the minimum attributes 

acceptable to a given customer (Shen, Tan & Xie 2000: 92) and encompass attributes 

customers take for granted. Their presence goes unnoticed, but their absence will generate 

complaints and dissatisfaction (Dhurup & Oosthuyzen, 2010:394-395). 

 

Analysis of variance (ANOVA) was performed to examine the mean differences in the seven 

factors in relation to demographic variables (gender and age). The analysis of variance is 

discussed in the next section. 

 

4.3.9 Analysis of variance (ANOVA)  

 

Analysis of variance (ANOVA), a technique for analysing the way in which the mean values 

are affected by different socio-demographic variables used (Bradley 2007:336; Kadir, 

Rahmani & Masinaei, 2011:4)). One way analysis of variance (ANOVA) was undertaken to 

examine the influence of gender and age with regard to the seven dimensions of online 

banking services. These two independent analyses of variance are discussed in this section.  
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4.3.9.1 ANOVA – Seven factors of online banking and gender 

 

Table 4.21 reports the analysis of variance by both genders for the seven factors. ANOVA 

was performed in order to establish whether there are any significant differences between 

males and females in evaluating online banking services. The ANOVA results showed no 

significant differences (p<0.05) between males and females in terms of their evaluation of the 

seven factors. Hence, no further analysis was undertaken.  

 

Table 4.21 ANOVA – Online banking service quality dimensions and gender 

 

Factors 

  

Levene's Test for Equality of 

Variances 
t-test for Equality of Means 

F Sig. T Df 

Factor 1 

(assurance, trust 

and appeal) 

Equal variances assumed 0.773 0.380 -0.357 178 

Equal variances not assumed     -0.353 152.798 

Factor 3 

(responsiveness) 

Equal variances assumed 0.003 0.957 -0.158 178 

Equal variances not assumed     -0.159 164.273 

Factor 3 

(ease of use) 

Equal variances assumed 0.172 0.679 -0.198 178 

Equal variances not assumed     -0.198 159.291 

Factor 4 

(accessibility) 

Equal variances assumed 0.346 0.557 1.154 178 

Equal variances not assumed     1.148 156.223 

Factor 5 

(fulfilment) 

Equal variances assumed 0.297 0.587 1.294 178 

Equal variances not assumed     1.275 150.488 

Factor 6 

(speed and 

accuracy) 

Equal variances assumed 0.072 0.789 1.011 178 

Equal variances not assumed     0.99 146.796 

Factor 7 

(contact) 

Equal variances assumed 0.621 0.432 -0.766 178 

Equal variances not assumed     -0.76 155.268 

 

4.3.9.2 ANOVA-Seven factors of online banking service quality and age 

 

In examining the means (Table 4.22) obtained by the different age groups, ANOVA analysis 

revealed that exist significant differences exist in how the different age groups evaluate 

online banking services. The F-test, as illustrated in Table 4.23, is used statistically to 



119 
 

evaluate the differences between the group means. Of the seven factors, five show significant 

variances. The results presented in Table 4.22 show that significant differences (p<0.05) exist 

among five of the factors, namely: factor 1 (assurance, trust and appeal), factor 3 (ease of 

use), factor 4 (accessibility), factor 5 (fulfilment) and factor 6 (speed and accuracy). The one-

way analysis of variance did not show differences of means for factor 2 (responsiveness) and 

factor 7 (contact) in relation to the independent variable (age of respondents). 

 

Table 4.22 ANOVA – Online banking service quality dimensions and age 

Factors Groups 
Sum of 

Squares 
Df 

Mean 

Square 
F Sig. 

Factor 1 

(assurance, trust and 

appeal) 

Between Groups 5.10 4 1.27 3.28 0.01* 

Within Groups 68.08 175 0.38     

Factor 2 

(responsiveness) 

Between Groups 3.39 4 0.84 2.15 0.07 

Within Groups 69.01 175 0.39     

Factor 3 

(ease of use) 

Between Groups 3.90 4 0.97 2.51 0.04* 

Within Groups 68.04 175 0.38     

Factor 4 

(accessibility) 

Between Groups 5.56 4 1.39 2.87 0.02* 

Within Groups 84.71 175 0.48     

Factor 5 

(fulfilment) 

Between Groups 15.53 4 3.88 10.55 0.00* 

Within Groups 64.37 175 0.36     

Factor 6 

(speed and accuracy) 

Between Groups 6.33 4 1.58 3.52 0.01* 

Within Groups 78.77 175 0.45     

Factor 7 

(contact) 

Between Groups 1.77 4 0.44 0.73 0.56 

Within Groups 104.95 175 0.60     
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Because significant variations were revealed by the different age groups in their evaluation of 

the seven online service quality dimensions, it was necessary to conduct a post hoc multiple 

comparison test to establish which age groups have significant mean differences in relation to 

the different factors. The results of the post hoc analysis are reported in Table 2.23. 

 

Table 4.23 Post Hoc analysis - Online banking service quality dimensions and age 

Dependent 

variable  
(I) A3 (age) (J) A3 (age) Mean Differences 

(I-J) 

Std. 

Error 
Sig. 

Factor 1 

(assurance, 

trust and 

appeal) 

1 (under 20 years)  

( x = 2.97) 

2 (20-29 years) 

( x = 4.21) 
-1.23973* 0.37167 0.001 

3 (30-39 years) 

 ( x = 4.08) 
-1.10732* 0.36821 0.003 

4 (40-49 years) 

( x = 4.07) 
-1.09236* 0.37337 0.004 

5 (50-59 years) 

( x = 4.27) 
-1.29444* 0.38111 0.001 

Factor 3 

(ease of use) 

2 (20-29 years) 

 ( x = 4.06) 

5 (50-59 years) 

( x = 4.43) 

-0.37022 0.15494 0.018 

3 (30-39 years) 

 ( x = 3.99) 
-0.43758 0.14644 0.003 

4 (40-49 years) 

 ( x = 4.09) 
-0.33625 0.15898 0.036 

Factor 4 

(accessibility) 

1 (under 20)  

( x = 4.78)  

2 (20-29 years) 

( x = 4.16) 
-1.38164* 0.4146 0.001 

3 (30-39 years) 

 ( x = 4.09) 
-1.31313 0.41073 0.002 

4 (40-49 years) 

 ( x = 4.07) 
-1.29722 0.41649 0.002 

5 (50-59 years) 

 ( x = 4.17) 
-1.39556 0.42512 0.001 

Factor 5 

(fulfilment) 

1 (under 20)  

( x = 2.08) 

 2 (20-29 years) 

 ( x = 3.94) 
-1.85688* 0.36142 0.000 

3 (30-39 years) 

( x = 4.11) 
-2.0303 0.35805 0.000 

4 (40-49 years) 

 ( x = 4.18) 
-2.09167 0.36307 0.000 

5 (50-59 years) 

 ( x = 4.38) 
-2.29667 0.37059 0.000 

Factor 6 

(speed and 

accuracy) 

1 (under 20) 

( x = 2.78) 

2 (20-29 years) 

 ( x = 4.05) 
-1.27295 0.39978 0.002 

3 (30-39 years) 

 ( x = 4.17) 
-1.38889* 0.39606 0.001 

4 (40-49 years) 

 ( x = 3.96) 
-1.18889* 0.40161 0.003 

5 (50-59 years) 

 ( x = 4.17) 
-1.39556* 0.40993 0.001 
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The post hoc test indicates that differences exist among customers of different age groups 

with respect to factor 1 (assurance, trust and appeal). The respondents under 20 years of 

age ( x = 2.97) differed from the other age groups, namely respondents aged 20-29 years ( x = 

4.21), respondents aged 30-39 years ( x = 4.08), respondents aged 40-49 years ( x = 4.07) and 

respondents aged 50-59 years ( x = 4.27). It is evident from the mean scores that the 

respondents under 20 years of age gave lower scores for factor 1 (assurance, trust and appeal) 

compared with those respondents who were relatively older. This could be a result of having 

higher expectations in as far as assurance, trust and appeal of the bank`s websites is 

concerned. The younger cohort did not find the bank`s websites aesthetically and visually 

appealing. Their exposure as young people to a wide range of websites, perhaps more 

visually appealing websites such as the social media (e.g. facebook and twitter) could have 

contributed to their having higher expectations regarding the aesthetic design of websites, and 

consequently they gave the banks a lower score on this factor. Design which enhances the 

usability of websites was found to be an important facet of service quality and customer 

satisfaction (Yoon, 2010:1297). The study of Poon (2007:66) explains that flashy graphics 

are generally criticised by the older age group as being time-wasting and intrusive, while the 

youngsters perceive that innovative use of colour, animation and graphics on the websites 

contribute to the technological entertainment value. This suggests that multimedia 

friendliness is less important to the older age groups in the usage of e-banking facilities.  

 

Overall, the results of this study suggest that younger users of online banking were more 

concerned with issues of assurance, trust and appeal than their older counterparts were. In 

contrast, the study of Kadir et al. (2011:4) reported no relationship between age factors and 

the trust and assurance dimension of online banking services. 

 

Significant differences were noted in the mean values scored with regard to factor 3 (ease of 

use) by the age group 50-59 years old ( x = 4.43) compared with other age groups, namely 

age group 20-29 years ( x = 4.06), age group 30-39 years ( x = 3.99) and age group 40-49 

years ( x = 4.09). The results imply that ease of use of online banking is viewed more 

favourably by respondents of age group 50-59 years than by the other age groups. This could 

be as a result of having either lower expectations or more realistic expectations regarding the 

effort of using the bank`s website for transactions. The older age cohort (50-59 years old) 

also found the organisation and structure of the content of online banking easy to understand 
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and follow in conducting their transactions. The study of Kadir et al. (2011:4), however, 

found that age does not have an impact on how the different age groups evaluate online 

banking service with regard to ease of use. 

 

Significant differences were observed upon examination of the way in which the different age 

groups scored factor 4 (accessibility). Respondents under 20 years of age scored the 

accessibility dimensions more favourably ( x = 4.78) than did respondents who were 20-29 

years old ( x = 4.16), 30-39 years old ( x = 4.09), 40-49 years old ( x = 4.07) and 50-59 years 

old ( x = 4.17). This result explains that, in comparison with relatively older people, those 

online banking users that are younger, (i.e. aged less than 20 years) find banking websites 

more accessible. Accessibility included service attributes such as the loading and the freezing 

of the websites during transactions, which can more easily be adapted and manipulated by 

younger age groups than by their older counterparts. As is consistent with the findings of 

Odumeru (2012:70), in this study age has an impact on the adoption and acceptance of e-

banking. The findings further suggest that Internet banking is popular among the younger 

generation and its use starts to decline from the age of 50 years. 

 

The post hoc test further indicates that differences exist among customers with respect to 

factor 5 (fulfilment). The inspection showed that means scored by respondents under the age 

of 20 years ( x = 2.08) was much lower than those scored by respondents aged 20-29 years (

x = 3.94), respondents aged 30-39 years ( x = 4.11), respondents aged 40-49 years ( x = 4.18) 

and respondents aged 50-59 years ( x = 4.38). This factor comprised aspects such as 

functionality, promises by the bank and accuracy of transactions that take place via internet 

banking. Naturally, the younger age group, having higher expectations, given their keen 

interest in technology and specifically the Internet, were not impressed by the functionality of 

the banks` websites, as evidenced by their low scoring on this service attribute. On the other 

hand, their older and more mature counterparts, having modest and realistic expectations, 

were easily fulfilled by the online banking services when compared with respondents younger 

than 20 years of age.  

 

Finally, the post hoc test revealed that customers` evaluation of online banking is 

significantly different among the respondents with respect to factor 6 (speed and accuracy). 

The mean scored by respondents under the age of 20 years old ( x = 2.08) was once again 
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much lower than the means for those respondents aged 20-29 years ( x = 4.05), 30-39 years (

x = 4.17), 40-49 years ( x = 3.96) and 50-59 years ( x = 4.17). One plausible explanation 

could be that the under-20 age group, being vibrant and technology-friendly find that Internet 

banking does not live up to their expectations especially with regard to speed, as they are 

more accustomed to Internet usages such as gaming websites (Play Station), which are very 

interactive and embedded with high-speed applications. In a study undertaken by Gan, 

Clemes, Limsombunchai and Weng (2006:372-376), it was revealed that the non-electronic 

banking customers were older than the electronic banking users and a higher proportion of 

retired respondents dominated the non-electronic banking group when compared with the 

electronic banking group, corroborating the greater inclination of younger people to use 

Internet banking than their older counterparts.   

 

In an attempt made to examine the impact of two socio-demographic variables, namely age 

and gender, on the evaluation of the dimensions of online banking service quality, ANOVA 

reveals that there were significant differences among the different age groups while no 

significant differences were observed between males and females. The younger age group 

(under 20 years) seem to rate the quality of the online banking service lower with respect to 

the following factors: factor 1 (assurance, trust and appeal), factor 5 (fulfilment) and factor 6 

(speed and accuracy). Factor 4 (accessibility), was, however, viewed favourably by this age 

group. Their older and more mature counterparts (50-59 years old) perceived factor 5 

(fulfilment) more favourably than did the younger age cohorts.  

 

In studies of such a nature, the reliability of measuring instruments must be determined. The 

reliability of the various sections (sections B, C and D) is reported in the next section.   

  

4.3.10 Reliability           

 

The internal consistency of the scale was ascertained by using the coefficient of Cronbach 

alpha (Leo et al., 2005:47). Coefficient Cronbach alpha values were computed for each 

construct and the overall reliability of the scale that was used in measuring online banking 

services. A reliability benchmark value of 0.70 and above was regarded as acceptable 

(Santos, 1999:2). The Cronbach alpha values are reported in Table 4.24.  
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For section B, the overall Cronbach α value was 0.939. The reliabilities of the individual 

factors ranged from 0.780 to 0.949, which were considered satisfactory (Malhotra, 2004:314). 

The reliability for the customer satisfaction scale (Section C) and for the loyalty scale 

(Section D) was 0.753 and 0.772 respectively, which was also considered as satisfactory. 

 

Table 4.24 Scale reliability 

Dimension description/ construct Number of items 
Cronbach 

Alpha (α) 

Online banking service quality scale 

  Factor 1: Assurance, trust and appeal 12 0.949 

Factor 2: Responsiveness 4 0.780 

Factor 3: Ease of use 3 0.846 

Factor 4: Accessibility 4 0.805 

Factor 5: Fulfilment 4 0.795 

Factor 6: Speed and accuracy 3 0.789 

Factor 7: Contact 2 0.851 

Satisfaction scale 5 0.753 

Loyalty scale  6 0.772 

Overall reliability: Online banking scale 32 0.939 

 

In the following section the various forms of validity established for this study are discussed. 

 

4.3.11 Validity 

 

Various forms of validity were established for the study.  A discussion of the various forms 

of validity is discussed in the next section. 

 

4.3.11.1 Content validity 

 

The following steps were taken to ensure content validity. Various literature sources were 

consulted to ensure that what was measured correlated with the content of the questions used. 

The questionnaire was then developed accordingly. Content validity was ascertained by pre-

testing the questionnaire and by a review of the questionnaire by the supervisors. In addition, 

a pilot test was undertaken where changes were made to the questionnaire by the deletion of 

items, addition of items, or rewording and rephrasing of questions. 
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4.3.11.2 Construct validity 

 

The construct validity of the scale was assessed by the computation of the Cronbach alpha 

coefficient for the scale and sub-dimensions of the scale, which was acceptable, since it was 

above the benchmark value of 0.70, an indication of construct validity (Refer to section 

4.3.10). In addition, factor analysis was also performed on each of the seven factors (Section 

B) to determine the percentage of variance that is explained by each factor. The results 

indicate that the seven factors accounted for approximately 70 percent of the variance 

explained, thus implying construct validity (refer to Section 4.3.6). 

 

4.3.11.3 Convergent validity 

 

Convergent validity reflects the degree of correlation among different measures that purport 

to measure the same construct. Upon analysis of the correlation variables, there was 

significant correlation between the variables which can serve as a measure of convergent 

validity. Correlation analysis was conducted using Pearson’s correlation coefficients. 

Correlations among online banking service quality dimensions, satisfaction and loyalty were 

discussed in detail in Section 4.3.6. Based on the results obtained, there was evidence of 

convergence concerning the seven factors of online banking service quality with satisfaction 

and loyalty. The alpha values (reliability) were also computed, which can be regarded as 

evidence of high convergent validity.  

 

4.3.11.4 Predictive validity 

 

According to McMillan & Schumacher (2006:181), predictive validity is the criterion that is 

measured after the instrument has been administered. In predictive validity the instrument 

used predicts the outcomes that are theoretically expected. It is an important type of validity 

for understanding relationships of variables, for the very nature of decisions requires 

predictions of uncertain future events.  

 

The results of the multiple regression analysis provide evidence of predictive validity, 

whereby a causal relationship was hypothesised between the seven dimensions of online 

banking service quality and customer satisfaction as well as customer loyalty (Refer to 

Section 4.3.7).  The results obtained show sufficient evidence of predictive validity.  
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4.4 SYNOPSIS  

 

There is an abundance of literature and research that deals with the dimensionality of service 

quality and its relationship with constructs such as customer satisfaction and loyalty. The 

findings of this research study attempt to add to the body of knowledge on service quality 

dimensions, customer satisfaction and loyalty in an electronic setting and, more specifically, 

from the online banking perspective. The conceptualisation and measurement of these 

constructs are naturally different because of to the introduction of technology at the centre of 

the service delivery. 

 

Accordingly, the results of the empirical study were reported in this chapter. A pilot study 

was undertaken in order to refine the measuring scale before the commencement of the main 

study. Minor adjustments were made after conducting the pilot study. The factor analysis 

procedure resulted in the extraction of seven factors that encapsulates the measurement and 

monitoring of online banking service quality. These factors are: factor 1 (assurance, trust and 

appeal), factor 2 (responsiveness), factor 3 (ease of use), factor 4 (accessibility), factor 5 

(fulfilment), factor 6 (speed and accuracy) and factor 7 (contact). Factor 1 (assurance, trust 

and appeal) was found to be the most important critical success factor of all the factors that 

influence online banking service quality, followed by responsiveness and ease of use.   

 

An overall level of customer perceptions of online banking service quality, customer 

satisfaction and loyalty was measured and evaluated. The mean scores for all of the 

dimensions were above four on a scale of one (minimum) to five (maximum), signifying a 

high level of importance in influencing online banking service quality. The customer level of 

satisfaction and mean scores for loyalty were also skewed to the right, suggesting that 

respondents were generally satisfied with online banking service quality.  

 

One of the themes of this research was also to ascertain the nature of the relationship among 

the dimensions of service quality, customer satisfaction and loyalty. To this end correlation 

and regression analyses were also performed to further validate the theoretical background of 

the relationship that exists among these constructs. A positive linear association of these 

constructs was established and validated more specifically in an Internet banking setting.  
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Analysis of variance was conducted to evaluate the significance of differences of means 

obtained for the different dimensions of online banking service quality by the different socio-

biographic variables, namely the age and gender of respondents. The ANOVA results showed 

no significant differences between males and females in terms of their evaluation of the seven 

factors. The ANOVA, however, suggested that significant differences (p<0.05) exist among 

five of the factors, namely: factor 1 (assurance, trust and appeal), factor 3 (ease of use), factor 

4 (accessibility), factor 5 (fulfilment) and factor 6 (speed and accuracy) in relation to the 

independent variable (age of respondents). However, there were no differences noted among 

the different age cohorts in evaluating factor 3 (responsiveness) and factor 7 (contact). 

 

Reliability of the scales was computed and established using the Cronbach alpha values for 

section B, C and D.  Satisfactory reliability values (above the benchmark value of 0.70) were 

obtained in relevant sections of the measuring instrument. Various validity measures, 

including content, construct, convergent and predictive validity, were also undertaken. 

 

The next chapter addresses the attainment of the research objectives of the study.  The main 

conclusions and recommendations of the research are presented in chapter five. Limitations 

of the study are highlighted. Finally, the value and implications of this study for further 

research are highlighted.  
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   CHAPTER 5 

 

CONCLUSION AND RECOMMENDATIONS 

 

5.1 INTRODUCTION 

 

The previous chapter reported on the empirical findings of the research. This chapter 

evaluates the major findings with regard to the research objectives with a view to highlighting 

some important conclusions. Managerial recommendations are suggested for banks. The 

value of the study, avenues for future research and limitations of the study are also discussed. 

 

The following section provides an overview of the study and assesses the attainment of the 

objectives within the framework of the study.  

 

5.2 OVERVIEW AND OBJECTIVES OF THE STUDY IN PERSPECTIVE 

 

The financial services industry is changing rapidly. Technology, government regulation and 

deregulation, and increasing customer sophistication are forcing financial service institutions 

to re-evaluate their current business practices in light of the changing and competitive 

business environment. Such a challenging and changing business environment is forcing 

banks to develop and use alternative service channels with the aim of building bigger market 

share, improving customers` perceptions of service quality and achieving customer loyalty 

(Bauer et al., 2005:153).  

 

Financial institutions across the world are re-assessing how they are meeting their customers’ 

needs and developing business plans to align themselves strategically to remain competitive 

and profitable in the future (Pikkarainen et al., 2004:224; Mȁenpȁȁ, Kaleb, Kuusela & 

Mesirantaa, 2008:266; Abdullah et al., 2011:542). Given the fact that banks invest vast 

amounts of money in Internet infrastructure, customer satisfaction and customer retention are 

increasingly developing into critical success factors in e-banking (Bauer et al., 2005:153). 
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Against this background in the banking industry, a number of objectives were set (refer to 

Section1.6) for this research. A discussion of how and to what extent the objectives were 

achieved is provided in the following section. 

 

5.2.1 Primary objective 

 

The primary objective of the study is to measure online banking service quality and establish 

its relationship with customer satisfaction and loyalty in the South African banking industry. 

 

5.2.2 Secondary objectives 

 

In order to achieve the primary objective, the following secondary objectives were 

formulated for the study: 

 

Objective 1: To conduct a literature study on customer perceptions of traditional 

service quality and online banking service quality  

Objective 2: To review literature on the relationships among service quality, customer 

satisfaction and loyalty 

 

With reference to the above two theoretical objectives, the literature was discussed and 

elaborated on in chapter two (refer to Section 2.4, 2.5, 2.6, 2.7, 2.8, 2.9, 2.10 and 2.11), where 

detailed analysis was presented on traditional services, service quality, e-services quality, 

satisfaction and loyalty. Various sources and references were consulted, including articles, 

journals, the Internet and books.  

 

5.2.3 Empirical objectives 

 

The empirical objectives that were formulated to support the primary objective of this study 

were: 

 

Objective 1: To identify the dimensions that influence online banking service quality in 

the commercial banking sector 
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This objective was achieved in Section 4.3.2, where the dimensions/factors that influence 

online banking service quality were extracted through factor analysis and rotated factor 

loadings. The percentage of variance explained, eigenvalues and scree plot were used in the 

process of determining the number of factors to extract for the study. The description of these 

dimensions is provided in Section 4.3.2.8. 

 

Objective 2: To establish the level of importance of each dimension of online banking 

service quality as perceived by consumers 

 

Following identification of the relevant dimensions of online banking service quality, their 

level of importance was established by computing the mean values of each dimension. The 

ranking of the dimensions is reported in Section 4.3.2.9. 

 

Objective 3: To examine the relationship between online banking service quality and 

customer satisfaction in the commercial banking sector 

 

The correlations of the seven factors that measured the relationship of online banking service 

quality and satisfaction were significant. Thus, a positive linear association exists between 

online banking service quality and satisfaction. This is reported in Section 4.3.6. 

Furthermore, a regression model was used to analyse the relationship between the seven 

factors of online banking service and customer satisfaction. The results are outlined in 

Section 4.3.7.  

 

Objective 4: To determine the relationship between online banking service quality and 

loyalty 

 

A positive linear association was noted between the seven factors of online banking service 

quality and loyalty (refer to Section 4.3.7). The regression analysis is reported in Section 

4.3.7.  

 

Objective 5: To establish the relationship between customer satisfaction and loyalty to 

online banking services  
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The correlations and regression analysis between customer satisfaction and loyalty revealed a 

particularly strong positive linear association. The results are reported in Section 4.3.6 and 

Section 4.3.7 respectively. In the process of determining the level of online banking service 

quality and its relation with customer satisfaction and loyalty in the South African banking 

industry, it was established that there is evidence of convergence concerning the seven factors 

with satisfaction and loyalty.  

 

5.3 RECOMMENDATIONS  

 

Based on the analysis of the literature and, more specifically, in light of the findings of the 

empirical research, the following recommendations are offered.  

 

Identifying the determinants of service quality and subsequent customer satisfaction is an 

essential prerequisite in the management of service quality. By identifying these 

determinants/factors, banks can make a more focused investment in service quality 

improvements which may result in more satisfied customers (Jordaan & Prinsloo, 2004:41). 

In the following section, recommendations are made for the improvement of overall online 

banking service quality with regard to each of the factors identified as influencing online 

banking service quality. 

 

The mean score of 4.32 for factor 1 (assurance, trust and appeal) was the highest one of the 

seven factors that influence online banking service quality. This factor included variables that 

determine the extent to which customers find transacting online safe, reliable and secure. It 

also included the extent to which customers find the appearance of the bank’s website 

aesthetically appealing. Transacting online, especially when it involves a sizeable amount of 

money, is perceived by customers to be a risky exercise. Expected security is a significant 

quality attribute in the perceived usefulness of Internet-based banking services (Liao & 

Cheung, 2002:286; Zeithaml et al., 2000:16; Bauer et al., 2005:170; Loonam & O`Loughlin, 

2008:766).  

 

It is therefore recommended that banks should invest in the robustness of the websites for 

banking transactions by using cutting-edge technology to protect their customers from illicit 

criminal activity, as security and trust are of crucial importance to customers when engaging 

in online transactions.  
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Responsiveness was recorded as the second important factor to influence online banking 

service quality, with a mean value of 4.31. This service attribute relates to effective handling 

of queries and problem-solving when customers need the bank’s assistance. This dimension 

and its relative importance is well documented in previous studies that focused on an online 

setting (Zeithaml et al., 2000:16; Loiacono et al., 2000:301; Parasuraman et al., 2005:17; 

Loonam & O`Loughlin, 2008:766).  

 

It is recommended that, in the process of improving responsiveness, banks concentrate on the 

following service attributes: 

 Repairing a breakdown on the website quickly as and when it occurs, 

 Promptly resolving serious problems that customer encounter with regard to online 

transactions, 

 Providing prompt feedback to customer requests by e-mail or other means, and 

 Improving and closely managing customer complaints. 

 

Factor 3 (Ease of use) is generally regarded as an important quality attribute in computer-

technological banking services (Liao & Cheung, 2002:286). The dimension refers to the ease 

of accessing and using the bank’s website for searching, navigating and transacting. The 

mean score ( x = 4.28) obtained by this factor suggests that customers are generally happy 

with Internet banking services in terms of navigating and conducting transactions on the 

websites of the banks.  

 

It is recommended that banks organise and structure their online content in such a way that it 

is easy to follow the instructions on the various types of transactions customers may need to 

make. The different options customers would like could be set up in a drop-down menu that 

accommodates the varied needs of the customers. Introducing more of the official languages 

for using Internet Web pages can also enhance the ease of use of Internet banking.  

 

Accessibility (factor 4), with a mean score of 4.27, was also perceived to be an important 

service attribute of Internet banking. The relative importance of this dimension is covered 

quite extensively in the literature (Zeithaml et al., 2000:16; Loonam & O`Loughlin, 

2008:766).  
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In the process of improving responsiveness in enhancing the level of service quality, it is 

recommended that banks should ensure that: 

 The service delivered through the bank’s website is quick to access for transactions 

from any location and at any time, 

 The bank’s website loads fast all the time, 

 The bank’s website does not freeze during a transaction, and 

 The bank is easily accessible by telephone or other means for any query and solving 

of problems. 

 

Fulfilment (factor 5) was regarded as an important factor with a mean value of 4.24 in 

determining online banking service quality. Fulfilment is a crucial service attribute and is 

closely related to customer satisfaction (Parasuraman et al., 2005:218).  

 

In this regard, it is recommended that banks ensure that Internet banking customers find that 

the website of the bank has all the functionality needed for transactions and that the 

transactions can be conducted effectively and accurately. The promises made by the bank in 

terms of the conducting of transactions need to be fulfilled at all times. Over-promising 

regarding online services is one element that should be avoided to prevent disappointment by 

the customers. Any promise made should be reasonable, acceptable and competitive and 

capable of being achieved in order to manage higher expectations of customers. 

 

The sixth factor, labelled speed and accuracy, was also found to be an important dimension 

of online banking service quality, with a mean score of 4.07. Research has shown that 

operational precision is a significant quality consideration in products and services involving 

computer technology. Since Internet-based e-banking involves transfers of money and 

accounting via electronic channels, individuals would be especially concerned about 

precision in the sense of expected accuracy in arithmetic and implementation (Liao & 

Cheung, 2002:286; Ombati et al., 2010).  

 

In enhancing the overall service quality of online banking, banks need to be innovative in 

ensuring that: 

 Customers are able to complete their transactions quickly, and 
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 Transactions are accurately implemented and reflected for reference purposes on a 

confirmation page that appears after conducting of the transaction. 

 

The seventh factor that had a crucial impact on online banking service quality was contact, 

with a mean value of 4.07. An analysis of a review of the literature reveals that Internet 

banking customers want to reach and speak to a person in instances when they encounter 

serious problems or security risks regarding their online transactions (Parasuraman et al., 

2005:17; Hu & Liao, 2011:3764).  

 

In this regard, banks are recommended to ensure that there is a variety of channels which 

customers can use to contact the bank. Telephone, e-mail or even an online service in the 

form of a ‘chat room’ or ‘secure messaging’ is something the banks can consider in dealing 

with the issue of contact.  

 

In summary, it must be emphasised that satisfying customers is a ‘must achieve’ objective for 

any bank that wishes to remain profitable and relevant in the competitive banking sector. 

Achieving loyal customers who will patronise and associate themselves with the bank is of 

particular significance for potential market share growth and success. In view of the 

relationship of online banking service quality dimensions with customer satisfaction and 

loyalty, focus must be placed on the individual building blocks of service quality i.e. the 

factors that influence online banking service quality, and periodic measurement of the levels 

of online banking service quality should become an integral part of any bank`s effort and 

strategy in improving service quality levels.  

 

Analysis of variance (ANOVA), a technique for analysing the way in which the mean values 

are affected by different socio-demographic variables such as age and gender, was 

undertaken. The ANOVA results showed no significant differences between males and 

females in terms of their evaluation of the seven factors. However, significant differences 

were revealed among the different age groups on their evaluation of the dimensions of online 

banking service quality, which are a cause for concern. The younger group (under 20 years) 

seem to rate the online banking service quality lower with respect to the following factors: 

factor 1 (assurance, trust and appeal), factor 5 (fulfilment) and factor 6 (speed and accuracy). 

Factor 4 (accessibility), was however, viewed favourably by this age group. In this regard it is 

recommended that marketing practitioners of individual banks further investigate the reasons 
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for differences in such perceptions of service quality by the different age groups, in order to 

gain more insight into the discrepancies. This will assist in developing effective marketing 

strategies for the younger cohort of online bank users.  

   

5.4 LIMITATIONS AND IMPLICATIONS FOR FUTURE RESEARCH 

 

A non-probability sampling technique was employed. Since it was difficult to obtain a sample 

frame for the study, snowball sampling was used to generate an initial sample of online bank 

customers. The sample size for this research was set at 200 online commercial bank 

customers. While the sampling technique and sample size are consistent with similar studies 

conducted on online banking services, one should be careful when generalising the result of 

this study over the entire population. Future studies could use other sampling techniques and 

perhaps a bigger sample. In order to add value to the evaluation of online service quality, it is 

strongly advocated that future research include a larger sample size in order to test the 

robustness of the scale.  

 

Customers from Southern Gauteng who made use of online banking facilities of commercial 

banks constituted the population for the study. While the dimensions that were extracted in 

this study were in congruence with other studies undertaken in other parts of the world, 

taking into account that South Africa is comprised of different sub-markets, each with distinct 

characteristics, it would be unrealistic to generalise the findings revealed in the study to other 

regions of the country. Future research could contribute to analysis of consumer behaviour by 

adding other perception variables that may influence online banking service quality.   

 

A quantitative research design was employed in this research.  Future research may consider 

both a qualitative and quantitative analysis using triangulation methodology, where a 

qualitative design could be used in generating rich ideas and explanations. Future researchers 

could replicate the study in other provinces in order to test the relevance and reliability of the 

scale.  

The study was not organisation/bank-specific. For more practical purposes, future endeavours 

could be focused in organisation/bank-specific studies. It must be emphasised that more 

research is needed before any final conclusions on the dimensionality and validity of online 

banking service quality is reached.  
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5.5 VALUE OF THE STUDY 

 

The value of this research is twofold. While traditional service quality and its antecedents 

have been widely researched over the past decades in other parts of the world, there is very 

little research undertaken on e-services, especially in the case of online banking services, 

from a South African perspective. Therefore, this study seeks to contribute to the body of 

knowledge on the understanding and measurement of e-services in the banking industry. As 

highlighted in the recommendations, marketing practitioners could benefit from this research 

by periodically measuring the levels of online banking service quality. The dimensions 

identified in this research can be used to better understand and measure service levels in an 

online context.  

 

5.6 CONCLUDING REMARKS 

 

The findings of this research are congruent with existing literature on the subject. Extant 

literature suggests that the level of customer satisfaction derived from quality of service 

rendered determines post-purchase intentions of customers. Thus satisfied customers are 

more likely to do business with the same organisation and less likely to switch service 

providers (Hoffman & Bateson, 2006: 306; Harris & Goode, 2004:142; Koo, 2006:127). 

Yang and Tsai (2007:116) claim that the importance of loyalty has been emphasised recently 

because loyal customers may be worth up to ten times as much as average customers and 

bring many benefits to a seller; loyalty can be considered one of the critical indicators used to 

measure the success of marketing strategy. The authors assert that if customer satisfaction 

and loyalty are not placed at the centre of the marketing strategy, even the best designed e-

business model can fail. 

 

The absence of interpersonal contact and the replacement of human-to-human interaction 

with human-to-machine interaction have serious implications for dimensions to be used when 

evaluating e-service quality for purposes of customer satisfaction and loyalty (Evanschitzkya 

et al., 2004:239; Herington & Weaven, 2009:1221; Bressolles and Durrieu, 2010:336). The 

understanding of the dimensionality and relative importance of the service attributes of an 

online banking service quality is of crucial importance to the banks.  
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The focus of this research was studying customer perception of online banking service 

quality and its relationship with customer satisfaction and loyalty. Through the process of 

factor analysis a refined scale was identified for online banking service quality (OBSQ). The 

scale embodies seven factors with 32 items. The factors identified that influence online 

banking service quality are: factor 1 (assurance, trust and appeal), factor 2 (responsiveness), 

factor 3 (ease of use), factor 4 (accessibility), factor 5 (fulfilment), factor 6 (speed and 

accuracy) and factor 7 (contact). These factors could be used for monitoring and measuring 

the service levels of online banking service quality to identify areas of improvement.   
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