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Abstract 
Banking is mainly a service-oriented industry where the customers wish for personalised service and attention whether it is 

private, government or cooperative. Customer is the key to any business and their satisfaction is the vital factor that helps to improve 
financial performance and efficiency in the competitive business environment. Thus, the importance of customer satisfaction and 
service quality has been proven relevant which help to improve the overall performance of organizations. Though the products and 
services offered by banks are very similar, a bank can differentiate itself from competitors by providing high quality customer service. 
In today’s world of fierce competition, service quality has been considered as an important tool to gain success and to sustain in the 
business world. In the present scenario, the Urban Cooperative Banks have been facing diverse challenges in retaining their customers 
because of competition from public sector banks as well as new generation banks. In this backdrop the paper presents an empirical 
investigation to measure different dimensions of service quality and perception of customers regarding service quality using 
SERVQUAL model. Data were collected through field survey using a structured interview schedule among 450 urban cooperative 
bank customers in Kerala. The study found that the customers were very much satisfied on the various service quality dimensions of 
the urban cooperative banks in Kerala except in the case of tangibility and empathy dimension.  

 
Keywords: Customer Satisfaction, Service Quality, Urban Co-operative Banks. 
 
1 Introduction 

   Banking is basically a service-oriented industry where the customers want personalised service and attention. The success 
of any banking system whether it is private, government or cooperative depends largely on the range and quality of service offered to 
their customers. Customer is the key to any business and their satisfaction is the vital factor that helps to improve financial 
performance and efficiency in the competitive business environment. The importance of customer satisfaction and service quality has 
been proven relevant which help to improve the overall performance of organizations (Magi & Julander, 1996). Higher levels of 
quality lead to higher levels of customer satisfaction (Kotler & Keller, 2009). Building long term relations with customer depends 
basically on three dimensions, viz., product quality, relationship quality, and service quality (Kalidas, 2007).  

 
In today’s world of fierce competition, service quality has been considered as an important tool to gain success and to sustain 

in the business world. The present need of banks is to have good relationship with customers by providing quality services to retain 
the existing and generate or acquire new customers. In the present scenario, the Urban Cooperative Banks have been facing diverse 
challenges in retaining their customers because of competition from public sector banks as well as new generation banks. In this 
backdrop, the present paper provides an empirical investigation to measure the perception and expectation of the customers on 
different dimensions of service quality using SERVQUAL model. 

 
2 Review of Literature 

It is the high-quality services offered by the banking organization differentiate it from its competitors. It was stated banks that 
outperform in quality services can have varied marketing edge since better levels of service quality are linked to additional revenue, 
retention of the customer and higher cross-sell ratios (Bennett & Higgins, 1993) and enhanced market share (Bowen & Hedges, 1993). 
The banks should be able to identify the loyalty of the customer which is possible only if they can provide and produce better value 
than their competitors (Dawes & Swailes, 1999). Davies, Moutinho, and Curry (1995) expressed the need to obtain higher profits as 
this will position them better than their competitors within a specific market. Therefore, the focal point of banks’ attention should be 
on service quality as a core competitive strategy (Chaoprasert& Elsey, 2004). Hossain and Leo (2009) further felt that it is the 
customer satisfaction and service quality that have become the vital point of all banking institution around the world.  

 
Service is defined as the offering of any intangible products or performance to another that does not result in the possession 

of anything (Kotler & Keller, 2009). While quality is defined as the service or product’s ability to satisfy assured or implied needs 
(Kotler et al., 2002). Furthermore, today, “quality includes a commitment towards continuous improvement and service relationships 
with customers. Added to this some of the important aspects of banking service quality that supports improved and superior quality 
services provided to customers consists of technology-based services, new and improved product services and e-services (Jowerts& 
Franco, 2017). Hence, it is the service quality, which has been conceptualized as the difference between a customer’s expectation and 
the actual performance of the service provider, determines the success or failure of service organization (Parasuraman, et al 1985). 
Parasuraman et al, (1988) added that measuring service quality by making a comparison between perceived and expected service 
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quality which could make the organization or business to identify gaps between these. Moreover, it is also related to the value of an 
offer, which could evoke satisfaction or dissatisfaction on the part of the user. Therefore, Zeithaml et al. (1990) remarked that service 
quality is the extent to which customers' perceptions of service meet and/or exceed their expectations. Thus, service quality can be the 
manner in which consumers are served in a business or company which could be good or poor. One of the better ways to state whether 
the services are good or bad and whether the customers will be or are satisfied with it are by using service quality. Haywood (1988) 
mentioned three components of service quality, called the 3 “Ps” of service quality”, as “physical facilities, processes and procedures; 
Personal behaviour on the part of serving staff, and; Professional assessment on the part of serving staff. The author stated that “an 
appropriate, carefully balanced mix of these three elements must be achieved.” Thus, service quality is at the core of customer 
satisfaction and SERVQUAL dimensions are a useful tool to predict overall satisfaction (Brahmbhatt & Dharmendra, 2008). From 
these studies it is clear that there are no major studies conducted in this direction to assess service quality among urban co-operative 
banks in the state of Kerala.  

 
3 Statement of the problem 

The Urban Cooperative Banks (UCBs) are forced to face stiff competition from new generation commercial banks because of 
its poor resource base.  The UCBs also found great difficulty in keeping its clientele since they are unable to compete with the private 
sector new generation banks in terms of technology up gradation and customer relations. Thus, in the present liberalized and highly 
competitive environment, the urban cooperative banks have to offer superior services not only in their product and financial service, 
but also with special focus on their customers. It is their capacity to provide better services in terms of variety, quality and cost that 
ensures its future. In this juncture, an evaluation of the performance of UCBs deserves serious attention for its survival in the future. 
These banks have to train themselves to meet the challenges of tomorrow’s banking. Their growth depends on transparency in control 
and management, customer-oriented policies, technology-up gradation and efficiency along with “democratic management, dedicated, 
enlightened and committed leadership, adoption of new technology and devotion of members” (Rajagopala Rao, 1998). Based on all 
these facts, the present study attempts to investigate the service quality of UCBs in Kerala. 

 
4 Objectives of the Study 

1. To find out the reasons behind the selection of urban cooperative bank for availing loans and or depositing money. 
2. To assess the customer satisfaction and service quality of urban cooperative banks  

 
5 Methodology 

For the purpose of collecting information from customers regarding the service quality of the urban cooperative banks in 
Kerala state, nine UCBs from three districts (Kannur, Trissur and Trivandrum) were selected at random. Then from each of these 
selected nine UCBS, 50 customers were selected constituting a total of 450 customers. A structured pre designed interview schedule 
has been used to collect the necessary information. Garret Ranking Technique has been applied to find out the most important factors 
which influence the availing of credit from the UCBs or depositing money. According to this method Respondents have been asked to 
assign the rank for all factors and the outcome of such ranking are converted into score value with the help of the formula given 
below. 
              Percent Position= 100 (Rij-0.5)/ Nj 
              Where, Rij= Rank given for the ith variable by the jth respondent 
              Nj= Number of variables ranked by jth respondent 
 

With the help of Garrett’s table, the percent position estimated is converted into scores. Then for each factor, the scores of 
each individual are added and then total value of scores and mean values of score has been calculated. The factors having highest 
mean value is considered as the most important factor. 

 
To assess respondents’ attitudes or perception and expectation towards service quality and customer satisfaction, the most 

extensively used method to scaling responses, Likert scale has been employed. A five-point scale has been used to mark the 
respondent’s responses where mean score for a neutral opinion (3) is considered as the base value. A score above 3 implies conformity 
towards the statement and value close to five denotes a high level of acceptance (positive side response) and a score below three refers 
disagreement (negative sided response). The SERVQUAL model has been used to assess the relationship between service quality of 
UCBs based on the key dimensions of service quality such as reliability, assurance, tangibles, empathy and responsiveness and 
customer satisfaction. Five-point Likert scale (of the range of attitude, from 5-strongly agree to 1-strongly disagree) has been used to 
capture the responses and average score on expectation and perception and gap score by deducting Expectations from Perception (P-
E).  

 
Further, to analyze the primary data, the Kruskal-Wallis Test, anon-parametric test, has been used to assess whether the set of 

independent variable (demographics of the respondents) influence the dependent variable (overall customers’ satisfaction) and 
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Mann‐Whitney U testto examine whether the overall customers’ satisfaction is same or not among genders of urban cooperative 
banks.  Non-parametric methods are applied since the data is not normal and it is qualitative in nature.  

 
6 Discussion and Results 
  The performance and working of any service-oriented industry particularly banking is influenced by the demographic profile 
of its beneficiaries. Hence before moving on to the service quality dimension and customer’s satisfaction towards various services 
offered by the UCBs, a brief district wise description of the demographic profile of the sample respondents on the basis of their 
gender, age, social category, education, economic category and monthly income are given in table 1     
 

Table 1 
District wise Demographic Profile of the Customers 

Variable 
Kannur Trissur TVM Total 
No. of 
Respondents 

No. of 
Respondents 

No. of 
Respondents 

No. of 
Respondents 

Se
x 

Male 99 (66) 86 (57.3) 98 (65.3) 283 (62.9) 
 Female 51 (34) 64 (42.7) 52 (34.7)    167 (37.1) 
 Total 150 (100) 150 (100) 150 (100) 450 (100) 
 

A
ge

 

Below 25 2 (1.3) 5 (3.3) 0 7 (1.6) 
26-35 20 (13.3) 39 (26.0) 14 (9.3) 73 (16.2) 
36-45 53 (35.3) 60 (40) 58 (38.7) 171 (38.0) 
Above 45 75 (50.00) 46 (30.7) 78 (52.0) 199 (44.2) 
Total 150 (100) 150 (100) 150 (100) 450 (100) 

M
ar

ita
l S

ta
tu

s 

Married 127 (84.7) 105 (70) 133 (88.7) 365 (81.1) 
 Unmarried 17 (11.3) 32 (21.3) 16 (10.7) 65 (14.4) 
 Separated 0 3 (2.0) 0 3 (0.7) 

Widow/widowed 6 (4) 10 (6.7) 1 (0.7) 17 (3.8) 
 Total 150 (100) 150 (100) 150 (100) 450 (100) 
 

Ca
te

go
ry

 

General 50 (33.3) 62 (41.3) 69 (46.0) 181 (40.2) 
OBC 89 (59.3) 59 (39.3) 67 (44.7) 215 (47.8) 
SC/ST 9 (6.0) 28 (18.7) 10 (6.7) 47 (10.4) 
Others 2 (1.3) 1 (0.7) 4 (2.7) 7 (1.5) 
Total 150 (100) 150 (100) 150 (100) 450 (100) 

Ed
uc

at
io

n 

Illiterate 2(1.3) 0 0 2 (0.4) 
Lower Primary 32 (21.3) 2 (1.3) 5 (3.3) 39 (8.7) 
Upper Primary 27 (18.0) 10 (6.7) 22 (14.7) 59 (13.1) 
Secondary 52 (34.7) 20 (13.3) 66 (40.0) 138 (30.7) 
Higher Secondary 24 (16.0) 36 (24.0) 31 (21.7) 91 (20.2) 
Degree 7 (4.7) 41 (27.3) 17 (11.3) 65 (14.4) 
PG 1 (0.7) 16 (10.7) 3 (2.0) 20 (4.4) 
Professional 4 (2.7) 9 (6.0) 3 (2.0) 16 (3.6) 
Technical 1 (.7) 16 (10.7) 3 (2.0) 20 (4.4) 
Total 150 150 (100) 150 (100) 450 (100) 

Ec
on

om
ic

 
Ca

te
go

ry
 Business 34 (22.7) 14 (9.3) 35 (23.3) 83 (18.4) 

Private service 40 (26.7) 39 (26.0) 39 (26.0) 118 (26.2) 
Govt. Service 2 (1.3) 28 (18.7) 3 (2.0) 33 (7.3) 
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Agriculture &Allied 
Activities 

8 (5.3) 5 (3.3) 10 (6.7) 23 (5.1) 
Self Employment 30 (20.0) 24 (16.0) 34 (22.7) 88 (19.6) 
Professional 2 (1.3) 7 (4.70 3 (2.0) 12 (2.7) 
Coolie 3 (2.0) 11 (7.3) 0 14 (3.1) 
Retired 10 (6.7) 11 (7.3) 12 (8.0) 33 (7.3) 
Housewife 21 (14.0) 11 (7.3) 14 (9.3) 46 (10.2) 
Total 150 (100) 150 (100) 150 (100) 450 (100) 

M
on

th
ly

 
In

co
m

e 

Up to 5000 19 (12.7) 15 (10.0) 46 (30.7) 80 (17.8) 
15001-25000 50 (33.3) 49 (32.7) 36 (24.0) 135 (30.0) 
25001-35000 19 (12.7) 14 (9.3) 13 (8.7) 46 (10.2) 
Above 35001 2 (1.3) 3 (2.0) 1 (0.7) 6 (1.3) 
Total 150 (100) 150 (100) 150 (100) 450 (100) 

   Source: Field survey 
 

The table discloses the fact that greater percentage of the bank customers are male (62.9 per cent) and 37.1 (167 respondents) 
per cent are female. In all the three districts, male respondents outnumber the females.  

 
In the present study bank customers are classified in to four groups. Customers belong to the age group of 26 to 35 years are 

described as youngsters, between 36 to 45 years as middle-aged group and above 46 years as elders. From the table it can be noticed 
that 44.2 percent of the sample respondents belong to the age group of above 45 years i.e., elders, 38 percent belong to the age group 
of 36-45 years i.e., middle aged. Only a very few, i.e., 16.2 percent and 1.6 percent of the bank customers are distributed in the age 
groups of 26-35 years and below 25 years respectively.Thus, the age classification implies that next to elders, the middle-aged group 
constitute an important section of the customers of UCBs. 

 
The educational qualification reveals 30.7 percent of the respondents have secondary level education, and 20.2 per cent of the 

respondents have qualified higher secondary/Pre-Degree education and 14.4 per cent have qualified degree. Only 4.4 percent have 
technical education and another 4.4 percent qualified PG degree and 3.6 percent completed professional degree. 17.8 per cent of the 
respondents have primary education and two are illiterates. Thus, the table highlight the point that majority of respondents (99.6 
percent) selected for the study are literates and majority have educational qualification either higher secondary or below it. Further, the 
district wise distribution of respondents reveals that percentage of secondary education holders are higher in Kannur (34.7 %) and 
Trivandrum (40 %) districts whereas in Trissur district degree holders are higher (27.3). 

 
 Information relating to marital status highlights that, 81.1 percent of the respondents are married and about 14.4 percent 

remains unmarried. 3.8 percent are widows and 0.7 remained separated due to their own personal reasons in the family. Caste wise 
distribution of the respondents reveals that 47.8 percent of the interviewed customers belong to the backward caste and 40.2 percent 
belongs to the general categories. The scheduled caste/ scheduled tribe constitute only 10.4 percent followed by other caste (1.5 
percent).  

 
The economic activity in which a person involved determines the standard of living of that individual in the society and it 

may also influence the banking habits of the customers.  As UCBs are being concentrated in urban area, the clients of banks are 
mainly engaged in small business and other trade, only a very small percentage of respondents are engaged in agricultural activity. 
The economic category of the respondents reveals that 18.4 per cent of the respondents are engaged in business activities, 26.2 per 
cent are employed in private service, 7.3 per cent are government employees, 19.6 percent are self-employed, 2.7 are professionals, 
7.3 percent are retired hands and 10.2 percent are housewives. 

 
Income is the most important factor that influences the banking habit of any customer. The monthly income level of the 

respondents reveals that 17.8 per cent of the respondents have monthly income below Rs.5000 and 30 per cent have Rs.25001 to 
Rs.35000. 10.2 per cent of the respondents have monthly income between Rs.25001-35000. 1.3 per cent of the respondents have 
reported monthly income above Rs.35001. Thus, the income status reveals that UCBs serve mainly the lower- and middle-income 
section of the society.  

 
To find out the reasons for selecting the UCB by the customers for availing Loan or depositing money, the respondents are 

asked to rank the various factors which they consider as important according to their order of priority. The major reason for selecting 
UCBs for depositing money and or availing loan are better services and friendly staff (1st rank), personal relations with bank officials 
(2nd rank) and location convenience (3rd rank). A region wise analysis of the same reveals that the respondents of all the three 
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districts have unanimously opined the factor better services and friendly staff as the best factor by providing 1st rank and 2ndrank to the 
factor personal relation with bank officials, 7th rank to political reasons and 9th rank to variety of new products and services. An 
interaction with the respondents revealed that bank’s image, political factors and variety of products and services plays a less 
important role in selecting the UCBs for depositing money or availing loans. Further, to see whether there is any difference among the 
gender with regard to reason for preference to deposit or take loan from the UCBs Mann Whitney U test have been conducted and the 
result shows that statistically there is no significant difference among the gender as the p value is greater than 0.05. Thus, it can be 
concluded that reason for preference to deposit or take loan from the UCBs among the male and female group is statistically not 
significant (U = 22298, p = .307). 

 
Table 6.8 

Reason for Depositing or availing loan from UCBs 

 
 

7 Service Quality and Customer Satisfaction 
Service quality is gaining more importance in banking industry (Munusamy et al, 2010). The aim of the customer is to get 

maximum satisfaction from the products or services that they buy. In today’s global market, where it is characterised by features like 
competitive advantage, differentiation and excellence depends on delivering high quality service to the customers. The respondent’s 
perceptions and expectations regarding the five service quality dimensions such as tangibility, reliability, responsiveness, assurance 
and empathy of urban cooperative bank is shown in table 3.  

 
Table 3 

Mean and Gap Scores of Customer perception and expectation 
Sl. 
No. 

Service Quality 
Dimensions 

E P Gap 
Score 

(P>E => Satisfaction;   
P<E =>Dissatisfaction 

1 Tangibility 3.43 3.3 -0.13 Dissatisfaction 
2 Reliability 3.08 3.11 0.03 Satisfaction 
3 Responsiveness 3.05 3.10 0.05 Satisfaction 
4 Assurance 3.2 3.21 0.01 Satisfaction 
5 Empathy 3.13 3.11 -0.02 Dissatisfaction 

6 Overall service 
quality 3.17 3.18 0.01 Satisfaction 

Source: Compiled from Primary Data 
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Table 3 depicts the average gap score between perception and expectation of service quality. The average score for 
tangibility, reliability, responsiveness, assurance and empathy are -0.13, 0.03, 0.05, 0.01 and -0.02 respectively. It discloses that only 
the average score for tangibility and empathy is negative and all other values are positively significant. Their perception with regard to 
tangibility dimensions are less than their expectation which stresses the poor infrastructure experienced by the UCBs in Kerala. Thus, 
serious effort should be taken by the managers of UCBs to improve the infrastructure facilities to smoothen the working of the banks, 
to improve the quality of service and to retain their customers in the present world of competition. Only with technological up 
gradation the employees of the banks can remain motivated and do their duty with maximum speed.  

 
The reliability is considered as the most important dimension of service quality. The total score value between expectation 

and perception shows positive, 0.03. Out of five attributes, three are found to be negative and other two variables are positive. With 
regard to Responsiveness the total score between expectation and perception is also found to be positive and the value is 0.05. It shows 
the good response on the part of the employees towards customers. Assurance is considered as another important aspect of the 
measurement of service quality. The total score between expectation and perception is 0.02. The empathy dimension reports that 
perception is less than expectation. It means that sincere concern should be given by the staffs towards the needs of their customers. 

 
Kumar and Ravindran (2010) opined that “service quality considerations are comparatively less among co-operative banks in 

the state due to various reasons. An in-depth analysis of the service quality perceptions of their customers is essential to achieve 
sustainable growth for the sector”. As against this study, the empirical findings of the service quality dimensions among the customers 
of UCBs shows that they are efficient in meeting the various needs of the customers and are able to retain them.  

 
The overall perceived service quality score of 3.18 lies to the positive side of Likert Scale implies the customers’ 

confirmation about the perceived as well as expected service quality with regard to the performance of urban cooperative banks in 
Kerala. The overall customers’ satisfaction towards the service quality of UCBs also shows that they are satisfied with the services 
provided by their banks as the mean score value lies above three on the Likert scale. The confirmation/disconfirmation theory of 
customer satisfaction says that if P>E, there is satisfaction and P<E implies dissatisfaction. In our empirical result the urban bank 
customers have dissatisfaction towards tangibility dimension and empathy dimension of the service quality.  

 
Kruskal –Wallis Test 

Many researchers mentioned that demographic variables such as gender, age, social category, marital status, education; 
occupation and level of income affect customers’ satisfaction in banking services. So, the researcher tested this hypothesis to know 
whether there exists significant difference between the demographic variables and overall customer satisfaction on various service 
quality dimensions. For testing this Kruskal-Wallis Chi Square tests (non-parametric test) for several independent variables (gender, 
age, marital status, social category, and education, occupation, and income level) and one dependent variable (overall customer 
satisfaction) has been performed.  

 
Table 4 

Hypothesis Test Summary 
Kruskal Wallis H test 

Overall customer satisfaction and demographic variable 
    Sl. 
No. 

Variables Chi-Square df P value Decision 

1 Gender 0.047 1 .828 Fail to reject Null Hypothesis 
2 Age 1.369 3 .713 Fail to reject Null Hypothesis 
3 Social Category .774 3 .856 Fail to reject Null Hypothesis 
4 Marital status 1.211 3 .750 Fail to reject Null Hypothesis 
5 Economic category 7.769 8 .457 Fail to reject Null Hypothesis 
6 Monthly Income 9.383 4 .052 Fail to reject Null Hypothesis 

The significance level is .05 
Source: Compiled from Primary Survey 
 
H0: There is no significant difference in the overall customer satisfaction assessed on service quality dimensions in relation 

to demographic variables. Table 4 shows that Chi-Square values of all demographic variables are not significant. So, we fail to reject 
the null hypotheses. So, we conclude that customers’ overall satisfaction on the various service quality dimensions is same irrespective 
of their income level, gender, occupation, marital status and age.  
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8 Conclusion 
  On the basis of the empirical findings, the study documented tangibility, reliability, responsiveness, assurance and empathy 
as the significant dimensions of services having impact on service quality. After assessing the perception of the customers towards 
various service quality dimensions and the relationship that exists between customer satisfaction and service quality, it is found that 
the mean score values for various perceived service quality dimensions ranges between 3.3 and 3.1.  Further by comparing the 
perception and expectation values, in the case of tangibility and empathy dimension perceived value is less which shows the measures 
to be taken to improve the service quality of the UCBs. In the case of all other dimensions perceived score is higher than expectation 
score. Moreover, this study also found a positive relationship between all service quality dimensions and customer satisfaction except 
empathy and tangibility dimension. Thus, the results of this research study confirmed the theory of literatures regarding the 
relationship between service quality dimensions and customer satisfaction. Moreover, customers’ overall satisfaction on the various 
service quality dimensions is same irrespective of their income level, gender, occupation, marital status and age. With regard to the 
relationship exist between customers and staff of the urban bank, majority of the respondents expressed a strong relationship with 
officials of the bank which shows the very good relationship maintained by the customers and the officials of the UCBs. Thus, we can 
conclude that the banks should focus more on “empathy” and “tangibility” dimension to win and impress the customers. 
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