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ABSTRACT 

 

Keywords: Service quality, e-service quality, online banking, Internet banking, customer 

perceptions, satisfaction, post-purchase intentions, loyalty. 

 

The rapid advancement in technology-based systems, especially those related to the Internet, 

has led to fundamental changes in how banks interact with customers. This study provides a 

framework for understanding customer perceptions of the quality of technology-based 

banking service and the relationship of this service to customer satisfaction and loyalty.  

 

The conceptual framework of this study was based on extensive study of 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. Given the nature of this study, 

a quantitative research approach was applied. Customers from Southern Gauteng, South 

Africa, who made use of online banking facilities from commercial banks, constituted the 

population for the study. The sampling procedure (snowball sampling technique) resulted in a 

sample of 180 online banking consumers. 

 

Seven factors were extracted as dimensions that influence customer perception of online 

banking service quality, using a factor analysis and rotated factor loadings procedure. These 

were: 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). 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. With mean values 

above four on a scale of one (minimum) to five (maximum), all the factors were found to be 

critical for improvement of online banking service quality. 

 

The overall level of customer satisfaction with online banking service quality was very high, 

with an overall mean score of 4.22. A mean score of 4.10 for customer loyalty predicts that 

respondents are likely to commit to patronising their current bank in the foreseeable future. 

Thus, the overall customer satisfaction and loyalty levels were skewed to the right, 

suggesting that respondents were generally satisfied with the quality of service rendered by 
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the banks. These high levels of customer satisfaction and loyalty should encourage the 

marketing practitioners of the banks to enhance online banking service quality and ensure its 

improvement in order to achieve delighted customers.  

 

The relationship among the constructs of online banking service quality, customer 

satisfaction and loyalty was established by using correlations and regression analysis. From 

the findings, it was established that there is evidence that the seven factors positively 

influence customer satisfaction and loyalty. The results also highlighted a strong positive 

influence of customer satisfaction on customer loyalty. 

 

Customer satisfaction has become a ‘must achieve’ objective for any bank that wishes to 

remain profitable and relevant in this competitive business environment. Acquiring loyal 

customers who will patronise and associate themselves with the bank is of particular 

importance for the potential market share growth and success of any bank. The relationship 

among the constructs of online banking service quality dimensions, customer satisfaction and 

loyalty focus must, however, be based on the individual building blocks of service quality, 

i.e. the factors (service attributes) that influence online banking service quality. 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. 

 

The study, which focused on users of Internet banking in South Africa, was not 

organisation/bank-specific. For more practical purposes, future endeavours could be focused 

on organisation/bank-specific studies. It must be emphasised that more research is needed 

before any final conclusions can be reached on the dimensionality and validity of online 

banking service quality.  

  



vi 

 

TABLE OF CONTENTS 

CONTENTS                PAGE 

 

CHAPTER 1 INTRODUCTION AND PROBLEM ORIENTATION   1 

 

1.1 INTRODUCTION         1 

1.2 TRADITIONAL SERVICE QUALITY AND SERVICE      

QUALITY OF ONLINE BANKING SERVICES     2 

1.3 SATISFACTION AND LOYALTY       4 

1.4 PROBLEM STATEMENT        4 

1.5 RESEARCH HYPOTHESES         5 

1.6 OBJECTIVES OF THE STUDY       6 

1.6.1 Primary objective        6 

1.6.2 Theoretical objectives        6 

1.6.3 Empirical objectives        6 

1.7 RESEARCH DESIGN        7 

1.7.1 Literature review on service quality      7 

1.7.2 The empirical research design      7 

1.7.2.1 The sampling design process      7 

 1.7.3 Measuring instrument and data collection     8 

1.8 STATISTICAL ANALYSIS        8 

1.9 RELIABILITY AND VALIDITY       9 

1.10 CHAPTER CLASSIFICATION       9 

1.11 DEFINITIONS         10 

 1.11.1 Services         10 

 1.11.2 Service quality        10

 1.11.3 SERVQUAL         10 

 1.11.4 Online banking        10 

 1.11.5 Customer satisfaction        10 

 1.11.6 Loyalty         10 

 1.11.7 E-loyalty         11 

 1.11.8 E-service quality        11 

 1.11.9 E-S-QUAL         11 



vii 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

1.11.10 Validity         11 

 1.11.11 Reliability         11 

 1.11.12 A bank         11 

1.12 SYNOPSIS          11 

 

CHAPTER 2 SERVICE QUALITY, SATISFACTION AND LOYALTY  13 

     

2.1 INTRODUCTION         13 

2.2  THE BANKING INDUSTRY       13 

2.3 THE SERVICE SECTOR        15 

2.4 TRADITIONAL SERVICES        16 

2.4.1  Definitions         16 

2.4.2 Characteristics of services       17

 2.4.2.1 Intangibility         18 

2.4.2.2 Inseparability        20 

2.4.2.3 Heterogeneity        20 

2.4.2.4 Perishability        21 

2.4.2.5 Lack of ownership       21 

2.4.3 Classification of services       22 

2.5 TRADITIONAL SERVICE QUALITY       23 

2.5.1 Development and definition of service quality    24 

2.6 DIMENSIONS OF SERVICE QUALITY      28 

2.7 MODELS OF SERVICE QUALITY       29 

2.7.1 The SERVQUAL model       29 

  2.7.1.1 Gap 1: The listening gap      34 

2.7.1.2 Gap 2: The service design and standard gap     34 

2.7.1.3 Gap 3: The service performance gap     35 

2.7.1.4 Gap 4: The communication gap     35 

2.7.1.5 Gap 5: The customer gap      35 

2.7.1.6 Criticisms of the SERVQUAL instrument    36 

2.7.2 The Nordic model of service quality      37 

2.7.3 The three component model       39 



viii 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

2.7.3.1 The service product       39 

2.7.3.2 The service delivery       40 

2.7.3.3 The service environment      40 

2.8 E-SERVICE QUALITY (e-SQ)       40 

2.8.1 Development and definition of e-service quality    41 

2.8.2 E-service quality models       42 

2.8.2.1 The E-S-QUAL scale       45 

2.8.2.2 E-service quality       51 

  2.8.2.3 Web Quality Instrument (WebQual)     53 

2.9 ONLINE SERVICE QUALITY IN BANKING     56 

2.9.1 Instruments used to measure online banking service quality   58 

2.10 SATISFACTION AND E-SATISFACTION      60 

 2.10.1 The disconfirmation model       61 

2.10.2  Transaction versus cumulative       62 

2.11 LOYALTY AND E-LOYALTY       65 

2.12 SYNOPSIS           67 

 

CHAPTER 3 RESEARCH DESIGN       69 

  

3.1 INTRODUCTION         69 

3.2  RESEARCH APPROACH        70 

3.3 THE SAMPLING DESIGN PROCESS      72 

3.3.1 Target population        72 

3.3.2 The sampling method        72 

3.3.4 Sample size         73 

3.4  MEASURING INSTRUMENT AND DATA COLLECTION   74 

3.4.1  Measuring instrument        74 

3.4.2  Procedure for developing the questionnaire     75 

  3.4.2.1 Specifying the information sought     75 

3.4.2.2 Type of questions and method of administration   76 

3.4.2.3 Content of questions       76 

3.4.2.4 Form of response for questions     76 



ix 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

3.4.2.5 Wording of questions       76 

3.4.2.6 Sequence of questions       77 

3.4.2.7 Physical characteristics of questionnaire    77 

3.4.2.8 Revision of questions       77 

3.4.2.9 Pretesting and pilot testing      77 

3.4.3 Questionnaire layout        78 

3.4.4  Data preparation         79 

 3.4.4.1 Editing         79 

 3.4.4.2 Coding         80 

 3.4.4.3 Entering data        80 

3.5 STATISTICAL ANALYSIS        79 

 3.5.1  Descriptive statistics        82 

 3.5.2 Measures of association       82 

  3.5.2.1 Correlations        82 

  3.5.2.2 Analysis of variance (ANOVA)     83 

 3.5.3 Factor analysis        83 

 3.5.4 Regression analysis        84 

3.6 RELIABILITY AND VALIDITY       85 

3.6.1  Reliability         85 

3.6.2 Validity         85 

 3.6.2.1 Content validity       85 

 3.6.2.2 Construct validity       86 

 3.6.2.3 Convergent validity       86 

 3.6.2.4 Predictive validity       87 

3.7 ETHICAL CONSIDERATIONS       87 

3.8 SYNOPSIS          88 

 

CHAPTER 4 ANALYSIS AND INTERPRETATION FINDINGS   89 

 

4.1 INTRODUCTION         89 

4.2  PILOT STUDY RESULTS        89 

4.2.1 Reliability statistics        89 



x 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

4.3 ANALYSIS OF THE MAIN SURVEY RESULTS     90 

4.3.1 Analysis of biographic and general information    90 

4.3.1.1 Gender profile of the sample       90 

4.3.1.2 Marital status of respondents      91 

4.3.1.3 Age of respondents       92 

4.3.1.4 Duration of Internet banking usage     92 

4.3.1.5 Method of accessing Internet banking    93 

4.3.1.6 Income category of respondents     95 

4.3.2  Exploratory Factor Analysis (EFA)      95 

4.3.2.1 Bartlett`s test of Sphericity      95 

4.3.2.2 Kaizer-Meyer-Olkin (KMO) test     95 

4.3.2.3 Percentage of variance method of factor extraction   96 

4.4.3.4 The eigenvalue criterion of factor extraction    96 

4.3.2.5 Scree plot method of factor extraction    97 

4.3.2.6 Reduction of items       98 

4.3.2.7 Final factor structure       99 

4.3.2.8 Naming and interpretation of factors     101 

4.3.2.9 Mean ranking of factors      105 

4.3.4  Overall level of satisfaction       107 

4.3.5  Overall level of loyalty       108 

4.3.6 Correlations         109 

4.3.7 Regression analysis        113 

4.3.8 Testing of the hypotheses        116 

4.3.9 Analysis of variance (ANOVA)       117 

 4.3.9.1 ANOVA – Seven factors of online banking and gender  118 

 4.3.9.2 ANOVA-Seven factors of online banking service quality and age 118 

4.3.10 Reliability         123 

4.3.11 Validity         124 

4.11.1 Content validity       124 

4.11.2 Construct validity       125 

4.11.3 Convergent validity       125 

4.11.4 Predictive validity       125 



xi 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

4.4 SYNOPSIS         126 

 

CHAPTER 5 CONCLUSION AND RECOMMENDATIONS    128 

 

5.1 INTRODUCTION         128 

5.2 OVERVIEW AND OBJECTIVES OF THE STUDY IN PERSPECTIVE  128 

5.2.1 Primary objective        129 

5.2.2 Secondary objectives        129 

5.2.3 Empirical objectives        129 

5.3 RECOMMENDATIONS         131 

5.4 LIMITATIONS AND IMPLICATIONS FOR FUTURE RESEARCH  135 

5.5 VALUE OF THE STUDY        136 

5.6 CONCLUDING REMARKS        136 

 

LIST OF FIGURES 

 

Figure 2.1 Scale of market entities       19 

Figure 2.2 Lovelock`s four-way classification scheme     23 

Figure 2.3 The zone of tolerance        30 

Figure 2.4 The SERVQUAL model       32 

Figure 2.5 Gaps model of service quality      35 

Figure 2.6 Perceived service quality       38 

Figure 2.7 The three component model of service quality    39 

Figure 2.8  E-Service composition and corresponding quality constructs  45 

Figure 2.9 A conceptual Gaps model for E-S-Q      47 

Figure 2.10 A model of e-service quality       52 

Figure 2.11 A model of portal quality       59 

Figure 3.1 Procedure for developing a questionnaire      75 

Figure 4.1  Gender compositions of respondents      91 

Figure 4.2  Respondents` marital status       91 

Figure 4.3  Respondents` age category       92 

Figure 4.4  Duration of Internet banking usage      93 



xii 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

Figure 4.5  Method of accessing Internet banking     93 

Figure 4.6 Respondents` annual income category     94 

Figure 4.7 Scree plot of eigenvalues with seven factors     98 

Figure 4.8 Rating scale for online service quality     106 

 

LIST OF TABLES 

 

Table 2.1 Service quality dimensions and description     29 

Table 2.2 Online service quality scales in prior studies     44 

Table 2.3 Dimensions of e-SQ         46 

Table 2.4 E-S-QUAL Scale        49 

Table 2.5 E-RecS-QUAL        50 

Table 2.6 The WebQual 4.0 instrument       55 

Table 2.7 Alternative satisfaction definitions      61 

Table 3.1 A comparison of the quantitative and qualitative approaches in social  

Science         71 

Table 3.2 Determining the sample size       74 

Table 3.3 Categories of data analysis techniques     81 

Table 4.1  Overall reliability of pilot study      90 

Table 4.2 Bartlett’s test of Sphericity and KMO index     95 

Table 4.3 Percentage of variance       96 

Table 4.4 Eigenvalues         97 

Table 4.5 Rotated factor loading matrix       100 

Table 4.6 Rotated factor loading for Factor 1 – Assurance, trust and appeal  101 

Table 4.7 Rotated factor loading for Factor 2 – Responsiveness   102 

Table 4.8 Rotated factor loading for Factor 3 – Ease of use    102 

Table 4.9 Rotated factor loading for Factor 4 – Accessibility    103 

Table 4.10 Rotated factor loading for Factor 5 – Fulfilment    103 

Table 4.11 Rotated factor loading for Factor 6 – Speed and accuracy   104 

Table 4.12 Rotated factor loading for Factor 7 – Contact    104 

Table 4.13 Description of factors that influence online banking service quality  105 

Table 4.14 Mean rating of dimensions in terms of importance    106 



xiii 

 

TABLE OF CONTENTS…(Continued)            PAGE 

 

Table 4.15 Overall level of satisfaction       108 

Table 4.16 Overall level of loyalty       109 

Table 4.17 Correlations among dimensions of online banking service quality,  

satisfaction and loyalty       112 

Table 4.18 Regression: factors/dimensions of online banking service quality and  

satisfaction         114 

Table 4.19 Regression: factors/dimensions of online banking service quality   

 and loyalty         115 

Table 4.20 Regression factors/dimensions of online banking service quality  

and satisfaction with loyalty       115 

Table 4.21 ANOVA – Online banking service quality dimensions and gender  118 

Table 4.22 ANOVA – Online banking service quality dimensions and age  119 

Table 4.23 Post Hoc analysis - Online banking service quality dimensions    

and age         120 

Table 4.24 Scale reliability        124 

 

BIBLIOGRAPHY        138

  

LIST OF ANNEXURES         155 

 

ANNEXURE A: Questionnaire        155 

  

 

 

 

 

 

 

 


