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A. Title of thesis and abstract 

Title: A Study of Employee Empowerment and Its Impact on Customer Satisfaction With 

Reference to Selected Banks of South Gujarat. 

Abstract: Employee empowerment is a powerful tool of the human resource management.  

Employees who are empowered are expected to perform better as compared to those who are 

working in traditional cultures in an organisation. Employee empowerment creates sense of 

belongingness and ownership towards the parent organization. Employee feel more confident 

and try to give their best to their employers, as a result, service quality improves. Improved 

service quality generally results into higher level of customer satisfaction. 

 This study focuses on determining impact of employee empowerment on customer 

satisfaction with reference to selected banks of south Gujarat. The data have been collected 

by using non probability quota sampling technique by collecting responses from the 

employees and existing customers of selected banks with the help of structured questionnaire. 

The data were collected from the 360 employees and 360 customers of selected banks. 

Various factors of employee empowerment were extracted with the help of exploratory factor 

analysis techniques and confirmatory factor analysis was used to verify the factors of a set of 

observed variables. Also various factors of customer satisfaction were extracted from the 

existing literature review and confirmatory factor analysis was used to verify factors for a 

current dataset. Also researcher tried to identify the levels of empowerment and customer 

satisfaction for selected banks of south Gujarat. Also attempt was made to compare level of 

empowerment and customer satisfaction across selected public, private and cooperative 

banks of south Gujarat with the help of kruskal-wallis test. Structural equation modelling 

techniques was used to know the impact of employee empowerment on customer satisfaction. 

For the data analysis, SPSS and AMOS software were used. Researcher also framed 

hypothesis to check association between employee empowerment and customer satisfaction.  

Key words: Employee empowerment, service quality, customer satisfaction 
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B. Description on the state of the art of the research topic: 

Proponents for empowerment claim that employees who feel empowered at work are more 

likely to exhibit positive reactions to their job, such as increased identification (Liden et al., 

2000; Spreitzer, Kizilos, & Nason, 1997). 

 

Satisfied customers never switch over to another brand they spread their positive word of 

mouth which influence non-existing customer and indirectly force to engage with the 

organization (Gronroos, Zeithaml, Bitner, 2000). 

 

According to Gronroos (2001: 134), “that almost any retailing bank can provide an individual 

with retailing services, but not every bank manages to treat customers in a way that they are 

pleased with.” Gronroos (2001:346) views employee empowerment as a part of the internal 

marketing process in an organization which when correctly implemented can have a decisive 

impact on job satisfaction of employees which may in turn improve the part-time marketing 

impact of employees in customer -contact. 

 

Sureshchander et al (2002:11) describe service quality as the degree of discrepancy between 

the customers’ normative expectations of the service and their perceptions of the service 

performance. Indeed providing the best service quality is viewed as the pre requisite for the 

success of service organizations like banks (Roger, 2002). Harter et al. (2002) found that 

employee satisfaction resulted in higher productivity and reduction in employee turnover. 

 

 According to Looy et al (2003:143,) “empowerment means providing service employees 

with enough autonomy to allow them to handle unforeseen problem situations such as 

complaints”. It refers to employees being more proactive and self-sufficient in assisting an 

organization to achieve its goals, as Herrenkohl et al, (1999:373) explains. According to Looy 

et al (2003:231) with reference to the specific nature of service delivery, “empowerment 

becomes a very important issue to organizations producing services.” In that, the customers 

and the employees are engaged simultaneously in the production of the service. This 

inseparability is what is considered by the organization in choosing how best to serve its 

customers. The inability of the management to control the service encounter makes the 

employees responsible for the quality of service delivered to the customers. In order for the 

management to trust that the employees are successful in dealing with their customers, the 
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management has to give the employees the authority and necessary support to succeed at it. 

Grönroos (2001:349) points out that employees’ need to be empowered to perform, but they 

also need the support of good management, support systems, technology, and information. 

 

Service quality is one of those factors that contribute to customer satisfaction, in other words 

a component of customer satisfaction measure. As Looy et al (2003:124), points out the 

distinction between the two is a very important one. The level of customer satisfaction is the 

result of the customers comparison of the service quality expected in a given service 

encounter, with the perceived service quality.  

 

 Geralis and terziovski (2003) suggest that banks must concentrate on improving their 

performance because the customer expectations and the competitions among the banking 

sector increases with the passage of time. 

Hailed as the blueprint for employee initiative, empowerment entails "a practice, or set of 

practices involving the delegation of responsibility down the hierarchy so as to give 

employees increased decision-making authority in respect to the execution of their primary 

work tasks" (Leach, Wall, & Jackson 2003, p. 28). 

The notion of service quality through improved employee productivity has gained momentum 

among Extension professionals and Extension researchers (Terry & Israel, 2004). While 

researchers (Seibert et al., 2004) have explored productivity and other work-related 

outcomes, a deeper understanding of the relationship between empowerment and service 

quality is needed to build a stronger case for the implementation of an empowered workforce. 

Service plays an important role in today’s competitive world. It works as a double sword if 

experience of customers is positive, it will boost the sale if negative than responsible for fall 

in sale (Jain & Gupta, 2004).  (Jacobo, Neuman, Praes , 2005) opinions that it is mandatory to 

evaluate the present service quality but with the new technique of “mystery shoppers” to see 

how customer are being taken care by the service centres. The service quality of commercial 

banks tends to play a dominant role in high involvement industries (Anger et al., 1999; 

Elango & Gudep, 2006). 

According to Zeithaml et al (2006:214), “resolving customer problems effectively has a 

strong impact on customer satisfaction, loyalty, word of mouth communication, and bottom 
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line performance”. According to Zeithaml et al, (2006:110), satisfaction or dissatisfaction is a 

measure or evaluation of a product or service’s ability to meet a customer’s need or 

expectations. If the customers of an organization are satisfied by their services the result is 

that, they will be loyal to them and consequently be retained by the organization, which is 

positive for the organization because it could also mean higher profits, higher market share, 

and increasing customer base. According to Zeithaml et al (2006:106) although service 

quality and customer satisfaction are used interchangeably, there is indeed a distinction. 

Customer Satisfaction is when the outcome of the service matches the expectations of the 

service.  

Employees will only be successful in dealing with their customers when the management 

gives authority and necessary support to them, which is termed as “employee empowerment” 

(peters and mazdarani, 2008).The practices of employee empowerment directly affect the 

quality of services delivered and customer satisfaction. Quality is a subjective parameter 

which depends upon the individual perception and expectation. Organization has to pay 

individual attention towards the customers (Sarin, Sourabh, 2010). 

Satisfied employees tend to be more involved, dedicated, have greater organizational 

commitment, more loyal and productive towards customer needs, thus enhancing customer 

satisfaction, which is the ultimate aim of businesses today (Naeem,2010; Yee 2008; Kim, 

2004; Lings, 1999; Heskett, 1997.  

C .Definition of the problem 

The doctoral work addresses the following problems. 

1) What are the important factors responsible for employee empowerment in banking sector? 

2) What are the important factors responsible for customer satisfaction in banking sector? 

3) Is there any impact of employee empowerment on customer satisfaction? 

4) Is there any difference between the levels of employee empowerment across selected 

public, private and co-operative banks? 

5) Is there any difference between the levels of customer satisfaction across selected public, 

private and co-operative banks? 
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D. Objectives and scope of the research 

Primary objective  

To study employee empowerment and its impact on customer satisfaction with reference to 

selected banks of south Gujarat.  

Secondary Objectives  

1. To identify factors responsible for employees empowerment in selected banks of 

south Gujarat. 

2. To assess reliability and validity of all dimensions of employee empowerment with 

the help of construct measurement technique. 

3. To assess reliability and validity of all dimensions of customer satisfaction with the 

help of construct measurement technique. 

4. To study the impact of employee empowerment on customer satisfaction for selected 

public, private and cooperative banks of south Gujarat. 

5. To check whether there is a significant difference in the level of employee 

empowerment between selected public sector, private sector and cooperative banks of 

south Gujarat.  

6. To check whether there is a significant difference in the customer satisfaction between 

selected public sector, private sector and cooperative banks of south Gujarat.  

Scope of research: 

This study will be helpful to the Indian public, private and co-operative sector banks, and 

customers of selected banks, other banks, other researcher and students of research. In this 

study the main focus of researcher is on only two construct i.e. employee empowerment and 

customer satisfaction. This study can be extended by other researcher by introducing new 

constructs and variables which is important for banks. 

E. Original contribution by the thesis 

Theoretically, this research has contributed to the existing body of knowledge pertaining to 

the employee empowerment and customer satisfaction. With the help of exploratory factor 

analysis, researcher extracted five factors responsible for the employee empowerment 
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namely, authority and participation, management support, control over jobs, job knowledge 

and reward and recognition. These five factors of employee empowerment may be helpful for 

the banks to design their strategies. It is also extracted from the research that there is a 

relationship between employee empowerment and customer satisfaction. Researcher also 

performs construct measurement techniques to identify important dimensions and to 

eliminate unimportant dimension for the two constructs of the study i.e employee 

empowerment and customer satisfaction with the help of SPSS AMOS software. Researcher 

also found that there is a significance difference in the level of employee empowerment and 

customer satisfaction across selected public, private and co-operative banks of south Gujarat. 

 

F. Methodology of research, results/comparisons 

Methodology of research 

Research Design: Descriptive research 

Descriptive research is gathering of information about prevailing conditions or situations for 

the purpose of description and interpretation. This type of research method is not simply 

amassing and tabulating facts but includes proper analyses, interpretation, comparisons, 

identification of trends and relationships. (Dr. Y.P. Aggarwal (2008)). 

Sampling plan 

Sampling  techniques-non probability -quota sampling 

Sample element- Employees &customers of the selected banks 

Sample size- 360 employees and 360 customers (visit of 36 branches of 9 banks) 

Name of selected banks-  

Top 3 public sector banks: State bank of India, Punjab national bank and bank of Baroda 

Top 3 private sector banks: HDFC bank, ICICI bank, and AXIS bank. 

Top 3 cooperative banks : surat peoples co-operative bank, sutex co-operative bank and surat 

district co-operative bank 
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Sources of data 

Primary Data: primary data has been collected with the help of survey method and structured 

questionnaire tool. 

 Secondary Data: secondary data has been collected with the help of Journals, Bank materials, 

Books, Websites, Magazines and newspapers. 

Data Analysis software used:  SPSS 20 and AMOS 18 software were used for analysis. 

Statistical tools used: Different tools used for the different objectives as below. 

No Research objectives Statistical tools used 

1 To identify factors responsible for employees 

empowerment in selected banks of south Gujarat. 

Exploratory Factor analysis 

2 To assess reliability and validity of all dimensions of 

employee empowerment with the help of construct 

measurement technique. 

Construct measurement with 

the help of SPSS AMOS 

software 

3 To assess reliability and validity of all dimensions of 

customer satisfaction with the help of construct 

measurement technique. 

Construct measurement with 

the help of SPSS AMOS 

software 

4 To study the impact of employee empowerment on 

customer satisfaction for selected public, private and 

cooperative banks of south Gujarat. 

Confirmatory factor analysis, 

structural equation modelling 

with the help of SPSS AMOS 

software 

5 To check whether there is a significant difference in 

the level of employee empowerment between selected 

public sector, private sector and cooperative banks of 

south Gujarat. 

Kruskal-wallis test 

6 To check whether there is a significant difference in 

the customer satisfaction between selected public 

sector, private sector and cooperative banks of south 

Gujarat.  

Kruskal-wallis test 
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G. Results and achievement with respect to objectives: 

Objective 1: To identify factors responsible for employees empowerment in selected banks 

of south Gujarat. 

The sample size is 360 employees and variable used is 59, which satisfy the first two 

conditions that sample size should be more than 100 and ratio between them should be 

atleast5:1. Also researcher found KMO value is more than 0.5, i.e. 0.743 therefore it is 

meaningful to run factor analysis. Five factors of employee empowerment extracted from the 

factor analysis techniques are authority and participation, management support, control over 

jobs, job knowledge and reward and recognition. 

Objective 2: To assess reliability and validity of all dimensions of employee empowerment 

with the help of construct measurement technique. 

All the factors and dimensions of employee empowerment are tested with the help of 

construct measurement techniques with the help of SPSS AMOS software. Output reported 

that majority of the variables are having factors loading and standardised regression weight 

are above 0.50. All the dimensions are having less factor loading are eliminated for the 

further study. 

Objective 3: To assess reliability and validity of all dimensions of customer satisfaction with 

the help of construct measurement technique. 

All the factors and dimensions of customer satisfaction are tested with the help of construct 

measurement techniques with the help of SPSS AMOS software. Output reported that 

majority of the variables are having factors loading and standardised regression weight are 

above 0.50. All the dimensions are having less factor loading are eliminated for the further 

study. 

Objective 4: To study the impact of employee empowerment on customer satisfaction for 

selected public, private and cooperative banks of south Gujarat. 

In total five models are evolved as below with the help of SPSS AMOS software. 

Figure 1 represents confirmatory analysis model of employee empowerment. 

Figure 2 represents confirmatory analysis model of customer satisfaction. 

Figure 3 represents second order CFA model of employee empowerment. 
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Figure 4 represents second order CFA model of customer satisfaction. 

Figure 5 represents structural equation model of employee empowerment and customer 

satisfaction. It shows the Factor Loadings of various factors. As suggested by Hair et al. 

(2009), the recommended value of factor loading should be greater than 0.5. As majority of 

the Factor loadings are greater than 0.5, it confirms the construct validity. 

Model fit summary for structural equation modelling is as follows. 

CMIN 

Model NPAR CMIN DF P CMIN/DF 

Default model 119 1783.053 583 .000 3.058 

Saturated model 702 .000 0 
  

Independence model 72 5106.440 630 .000 8.105 

 

One of the first fit statistics to address this problem was the χ2/degrees of freedom ratio 

(Wheaton, Muthen, Alwin, & Summers, 1977), which appears as CMIN/DF is 3.058 

(Standard Recommended value is <= 5). 

Baseline Comparisons 

Model 
NFI 

Delta1 

RFI 

rho1 

IFI 

Delta2 

TLI 

rho2 
CFI 

Default model .651 .623 .735 .710 .732 

Saturated model 1.000 
 

1.000 
 

1.000 

Independence model .000 .000 .000 .000 .000 

 

The Relative Fit Index (RFI; Bollen, 1986) represents a derivative of the NFI; as with both 

the NFI and CFI, the RFI coefficient values range from zero to 1.00, with values close to .95 

indicating superior fit (Hu &Bentler, 1999). In this case the value is 0.732 indicating the 

fairly fit of the model. 

RMSEA 

Model RMSEA LO 90 HI 90 PCLOSE 

Default model .076 .072 .080 .000 

Independence model .141 .137 .144 .000 
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MacCallum et al. (1996) have recently elaborated on these cut points and noted that RMSEA 

values ranging from .08 to .10 indicate mediocre fit, and those greater than .10 indicate poor 

fit. . In this case the value of RMSEA is 0.076 indicate fairly good fit of model. 

 

Figure 1 
Figure 2 
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Figure 5 

Figure 3 
Figure 4 
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Objective 5: To check whether there is a significant difference in the level of employee 

empowerment between selected public sector, private sector and cooperative banks of south 

Gujarat. 

HO: There is no significant difference in the level of employee empowerment among selected 

public sector, private sector and cooperative banks of south Gujarat. 

H1: There is significant difference in the level of employee empowerment among selected 

public sector, private sector and cooperative banks of south Gujarat. 

Kruskal-wallis test performed with the help of SPSS software. 

 Result of kruskal-wallis test reported that for the 11 statements out of 59 statements null 

hypothesis is fail to reject. Therefore it is said that for 11 statements there is no  significant 

difference in the level of employee empowerment among selected public sector, private 

sector and cooperative banks of south Gujarat. 

For the following cases null hypothesis is fail to reject. 

1. The system of my bank is transparent so as to increase my competencies. 

2. My bank has adopted customer oriented approach to increase competency. 

3. Bank gives us special occasional reward like Diwali bonus etc. 

4. Common rooms are shared. 

5. Rejected suggestions are explained with due reasons there off. 

6. Responsibility is not shared in the organization. 

7. I know my next increment date and amount. 

8. I can freely discuss with management regarding customer’s feedback. 

9. I am encouraged to develop my way of work. 

10. Bank gives us training about how to solve the customers’ problems. 

11. My bank provides me training when new service is offered to customers. 

For the remaining cases null hypothesis is rejected. 

 

Objective 6: To check whether there is a significant difference in the customer satisfaction 

between selected public sector, private sector and cooperative banks of south Gujarat. 

HO: There is no significant difference in the level of customer satisfaction among selected 

public sector, private sector and cooperative banks of south Gujarat. 

H1: There is significant difference in the level of customer satisfaction among selected public 

sector, private sector and cooperative banks of south Gujarat. 
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Kruskal-wallis test performed with the help of SPSS software. 

 Result of kruskal-wallis test reported that for the 02 statements out of 24 statements null 

hypothesis is fail to reject. Therefore it is said that for 02 statements there is no  significant 

difference in the level of customer satisfaction among selected public sector, private sector 

and cooperative banks of south Gujarat. 

For the following cases null hypothesis is fail to reject. 

1. The knowledge and skills possessed by the employees of your bank are perfect. 

2. Your Bank is customer oriented.  

For the remaining cases null hypothesis is rejected. 

 

H. Conclusion: 

 It can be concluded from the study that five factors responsible for the employee 

empowerment in selected banks of south Gujarat are authority and participation, management 

support, control over job, job knowledge and reward and recognition. Also it is clear from the 

current study that level of employee empowerment and customer satisfaction is high in 

private sector banks as compare to public and co-operative sector banks. Researcher found 

that there is a statistically significant difference in the level of employee empowerment 

among all three sectors of the bank. Researcher also found that there is a statistically 

significant difference in the level of customer satisfaction among all three sectors of the bank. 

At the end it is found that there is a significant impact of employee empowerment on 

customer satisfaction. 
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