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Abstract

Purpose: This research is an empirical study within the field of 
management, focused upon restructures the dimension of Servqual in 
banking service through factor analyses in Indian context. 

Methodology: It is solely based upon data research which includes 
quantitative and deductive reasoning. The data for the study collected 
from the primary as well as secondary sources, with the help of 
questionnaire. Data was collected from 309 banking customers located 
in different cities of Rajasthan. Statistical tools such as Karl Pearson's 
Coefficient of Correlation, Principal Component Analysis, The 
Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy test, 
Bartlett's sphericity test, Chi-square, Cronbach's alpha test of 
Reliability and Factor Analysis was used to test the hypothetical 
relationships among variables. 

Findings: This study reveals five different dimensions from the 
original Servqual scale. Modified Servqual therefore is a 
recommended instrument for future research when measuring banking 
service quality In Indian context as it specifically addressed the multi-
dimensional character of banking service in Indian context.

Research Implications: The findings from this study provide important 
information that can be used in the future research on service quality in 
banking arena by the industry, researchers and academia.

Key Words: - Servqual, Service Quality, Expectation, Perception, 
Indian Context

Introduction

In the industrialized nations, over the past two decades, the service 
sector has become the dominant element of the economy. Quality has 
come to be recognized as a strategic tool for attaining operational 
efficiency and improved business performance (Anderson and 
Zeithaml, 1984; Babakus and Boller, 1992; Garvin, 1983; Phillips, 
Chang and Buzzell, 1983). This is true for the services sector too. 
Several authors have discussed the unique importance of quality to 
service firms (e.g., Normann, 1984; Shaw, 1978) and have 
demonstrated its positive relationship with profits, increased market 
share, return on investment, customer satisfaction, and future purchase 
intentions (Anderson, Fornell and Lehmann 1994; Boulding et al., 
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1993; Buzzell and Gale, 1987; Rust and Oliver, 1994). One 
obvious conclusion of these studies is that firms with 
superior quality products outperform those marketing 
inferior quality products.

These were the main reason that service quality has become 
an important research topic. Besides, interest for service 
quality was challenged with the intangible nature of service 
quality and the complexity of the service quality 
measurement. It is difficult for the service provider to define 
and provide quality service. Researchers are trying to define 
the concept of the service quality as well as the way to 
measure it effectively. There has been controversy about the 
concept and the measurement of service quality and several 
questions have not yet been answered.

Review of Literature 

Servqual Concept

SERVQUAL provides a technology for measuring and 
managing service quality. Since 1985, when the technology 
was first published, its innovators Parasuraman, Zeithaml 
and Berry, have further developed, promulgated and 
promoted the technology through a series of publications 
(Parasuraman et al., 1985; 1986; 1988; 1990; 1991a; 1991b; 
1993; 1994; Zeithaml et al., 1990; 1991; 1992; 1993).

SERVQUAL is founded on the view that the customer's 
assessment of service quality is paramount. This assessment 
is conceptualized as a gap between what the customer 
expects by way of service quality from a class of service 
providers (say, all opticians), and their evaluations of the 
performance of a particular service provider (say a single 
Specsavers store). Service quality is presented as a 
multidimensional construct. In their original formulation 
Parasuraman et al. (1985) identified ten components of 

service quality:

(1) Reliability;

(2) Responsiveness;

(3) Competence;

(4) Access;

(5) Courtesy;

(6) Communication;

(7) Credibility;

(8) Security;

(9) Understanding/Knowing The Customer;

(10) Tangibles.

In their 1988 work these components were collapsed into 
five dimensions: reliability, assurance, tangibles, empathy, 
and responsiveness, as defined in Table 1. Reliability, 
tangibles and responsiveness remained distinct, but the 
remaining seven components collapsed into two aggregate 
dimensions, assurance and empathy.

Parasuraman et al. developed a 22-item instrument with 
which to measure customers' expectations and perceptions 
(E and P) of the five RATER dimensions. Four or five 
numbered items are used to measure each dimension. The 
instrument is administered twice in different forms, first to 
measure expectations and second to measure perceptions.
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In 1991, Parasuraman et al. published a follow-up study 
which refined their previous work (1991b). Wording of all 
expectations items changed. The 1988 version had 
attempted to capture respondents' normative expectations. 
For example, one 1988 expectations item read: “Companies 
offering a particular services should keep their records 
accurately”. The revised wording focused on what 
customers would expect from “excellent service 
companies”. The sample item was revised thus: “Excellent 
companies offering a particular service will insist on error-
free records”. Detailed wording of many perceptions items 
also changed. Two new items, one each for tangibles and 
assurance, were substituted for two original items. The 
tangibles item referred to the appearance of communication 
materials. The assurance item referred to the knowledge of 
employees. Both references had been omitted in the 1988 
version.

Analysis of SERVQUAL data can take several forms: item-
by-item analysis (e.g. P1 – E1, P2 – E2); dimension-by-
dimension analysis (e.g. (P1 + P2 + P3 + P4/4) – (E1 + 
E2 + E3 + E4/4), where P1 to P4, and E1 to E4, represent 
the four perception and expectation statements relating to a 
single dimension); and computation of the single measure of 
service quality ((P1 + P2 + P3 … + P22/22) – (E1 + E2 
+ E3 + … + E22/22)), the so-called SERVQUAL gap.

Without question, SERVQUAL has been widely applied 
and is highly valued. But Evidence from past research 
suggests that using a generic scale to measure service 
quality across industries is not suitable without 
modification (Akbaba, 2006; Caro & Carcia, 2008; 
Ladhari, 2008); therefore, the more specific the measure is, 
the more valuable the potential information could be 
(Karatepe, Yavas & Babakus, 2005; Ladhari, 2008). It is 
common for scales to be modified when measuring service 
quality, and this has been done by many researchers who felt 
the need for industry specific measures (Karatepe, Yavas & 
Babakus, 2005; Chowdhary & Prakash, 2007) and culture 
specific measures (Cui, Lewis & Park, 2003; Karatepe, 
Yavas & Babakus, 2005; Prayag, 2007). To customize a 
scale or adapt questions that have already been used in other 
studies is more efficient than using questions that have not 
been tested, given that they are adequate for collecting the 
data needed by the researcher (Saunders, Lewis & 
Thornhill, 2007). 

The SERVQUAL scale extends across many industries and 
cultures. For this reason it becomes a weaker instrument 
that is used as a base for developing new service quality 
scales in different cultures (Gaur & Agrawal, 2006). The 
SERVQUAL is most frequently used to measure retail 

service quality. However, it is not suitable for use in other 
cultures without modifications (Gaur & Agrawal, 2006). 
Thus this study is focused upon restructuring the Servqual 
scale in Indian context.

Objectives

 To refine SERVQUAL in Indian context

 To find new SERVQUAL dimensions in banking 
service using factor analysis approach in Indian 
context

 To offer directions for future research and 
SERVQUAL use

 To check the reliability of the new SERVQUAL 
dimensions

Hypothesis

The original Servqual dimensions i.e. Tangibles, 
Responsiveness Reliability, Assurance, and Empathy will 
remain same after applying factor analysis in Indian Context

Methodology

The research is an empirical study within the field of 
management, focused upon service quality. It is solely 
based upon data research which includes quantitative and 
deductive reasoning as well as a collection of information 
from previous research from various academic journals and 
books in which the theoretical framework was based upon. 
The data for the study collected from the primary as well as 
secondary sources, with the help of questionnaire. The 
study aims to find the new dimensions of SERVQUAL in 
Indian context. More than 600 questionnaires were 
distributed to customers of banking service but only 309 
filled in questionnaires were received which make the 
sample size of the study. 

As suggested by Parasuraman, Zeithaml and Berry (1988) it 
can be appropriated to modify the items of the Servqual 
instrument to make the survey more relevant to the context 
of a particular service environment. Also it can be 
appropriate to add or drop items, thus four items were added 
to the instrument. The wordings of the original Servqual 
items were modified slightly to fit in the banking context.

Statistical tools such as Karl Pearson's Coefficient of 
Correlation, Principal Component Analysis, The Kaiser-
Meyer-Olkin (KMO) Measure of Sampling Adequacy test, 
Bartlett's sphericity test, Chi-square, Cronbach's alpha test 
of Reliability and Factor Analysis was used to test the 
hypothetical relationships among variables. Statistical 
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software such as Micro Soft Excel and SPSS-17 were used 
to analyze the raw data.

Instrument

The new modified scale used for this study was divided into 
three sections: the first section contained five demographic 
questions which required respondents to choose an option 
related to age, gender, marital status, education level, 
income level etc. The second and third sections, each 
contained 25 items of expectation and perception that asked 
respondents to choose a number on the Likert scale that best 
describes the way they feel about dealing in banking in 
Rajasthan: five point Likert scale ranging from 7 = 
Strongly Agree to 1= Strongly Disagree

Respondents' Demographic Characteristics (Table – 2)  

The sample profile of customers in banking services 
consisted of 189 male and 120 females. According to age 
while 99 customers fell under the category of below 21 
years; 80 customers belonged to the age group of 21 to 34 
years, 59 to the age group of 35 to 49 years, 43 to the group 
of 50 to 64 years and 28 were  65 years and above. The table 
2 also indicates the annual income of customers' which 
shows that 29 customers fell under the category of Rs. 
100000; 86 customers belonged to income group of Rs. 

100001 to 300000, 93 to the group of Rs. 300001 to 500000, 
59 to the group of Rs. 500001 to 700000 and 42 were Rs. 
700001 and above. Overall overwhelming majority (63%) of 
the respondents earned more than Rs. 300000 annual 
income.

In terms of marital status, a significant majority of the 
respondents (195) married while (114) respondents are 
unmarried. Most of the surveyed respondents in banking 
services (105) are from Ajmer, followed by Bikaner (71), 
Jaipur (68) and Udaipur (65). 

In terms of academic qualifications, it is not surprising that 
majority (117) of the respondents is graduate followed by 
post-graduate (92), diploma/certification (47), high school 
(32), intermediate education (15) and others (06). Overall, 
the educational level of the sample was high, with 70% of 
the sample hiving a university degree or a master degree or 
above. Only an insignificant segment (5%) of the sample 
profile have a intermediate education or below.

As regard the profession of the respondents, a significant 
majority (87) of the respondents are students followed by 
Academician (62), Businessman (26), Government 
employee (49), Private employee (56), Housewife (18) and 
others (11).  
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Data Analysis and Hypothesis Testing

In order to examine the dimensionality of SERVQUAL 
instrument from the Indian perspective, an exploratory 
factor analysis using the principal component method with 
varimax rotation was performed. Importantly, before 
conducting the exploratory factor analysis, the adequacy or 
appropriateness of data for factor analysis was examined 
with the help of Kaiser-Meyer-Olkin (KMO) Measure of 
Sampling Adequacy (MSA) and Bartlett's test of sphericity. 
The factor analysis was conducted using Gap scores 
(Perception-Expectation) of Servqual scale.

Correlation Matrix

The Table – 3 contains the Pearson correlation coefficient 

between all pairs of questions, whereas the Table – 4 
contains the one tailed significance of these coefficients. 
This correlation matrix is used to check the pattern of 
relationships. After scanning the correlation matrix it is 
found that the majority of significance value of each variable 
is less than 0.05. It is also found that correlation of pairs of 
variables is either low or moderate which indicates that the 
matrix does not have the singularity in data. The determinant 
of correlation matrix (listed at the bottom of the matrix) is 
also greater than the necessary value of 0.00001. Therefore 
multi co linearity is not a problem for these data. To sum up 
with the correlation matrix, the entire variable correlated 
fairly well and none of the correlation coefficients are 
particularly large; therefore, there is no need to consider 
eliminating any variables at this stage.
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Measure of Sample Adequacy (MSA)

The Kaiser-Meyer-Olkin (KMO) Measure of Sampling 
Adequacy tests whether the partial correlation among 
variables are small or not. High values (close to 1.0) 
generally indicate that a factor analysis may be useful with 
data. Bartlett's test of sphericity tests the hypothesis that 
correlation matrix is an identity matrix, which would 
indicate that variables are unrelated. Small values (less than 

0.05 or 5%) of the significance level indicate that factor 
analysis may be useful for data.

Table – 5 indicate that in the present test the Kaiser-Meyer-
Olkin (KMO) Measure was 0.867, Bartlett's sphericity test 
indicating Chi-square = 1279.634, df = 300 with a 
significance of 0.000 which shows that the data is useful for 
the factor analysis

Principal Component Analysis

Table – 6 shows the table of communalities before and after 
extraction. Principal component analysis works on the 
initial assumption that all variance is common; therefore, 
before extraction the communalities are all 1. The 

communalities in the column labeled Extraction reflect the 
common variance in the data structure.

Table – 6 reveals that, communalities are ranging from 0.504 
to 0.690 which indicates that the extracted components 
represent the variable well. 

Tables no. 7 lists the eigenvalues associated with each linear 
component (factor) before extraction, after extraction and 
after rotation. The eigenvalues associated with each factor 

represent the variance explained by that particular linear 
component and the table – 7 also displays the eigenvalue of 
variance explained.
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Figure – 1: Screen Plot
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The total variance shown in the table - 7, accounted for six 
components which explains 69.15% of the variability in the 
25 variables; So, the original dataset can be reduced by using 
these six components (Eigen values greater than 1 as shown 
in the table 7) with only 30.85% loss of information, which 
is higher than 50% as recommended by Nunnally and 

Bernstein (1994). F1 explains maximum variance 
(26.390%) followed by F2 (14.044%), F3 (8.562%), F4 
(8.241%), F5 (7.232%) and F6 (4.680%) respectively. It 
means that factor analysis has extracted a good amount of 
variance in the items. Eigen values range from 1.170 to 
6.597.
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The rotated component matrix reveals six factors (which 
represent six broad perceptual dimensions of service quality 
in banking) derived from 25 variables. The components of 
each factor have been highlighted in Table - 9

Factor 1 incorporates the variables – “Wide product 
variety”, “Flexible products”, “New product that meets the 
needs” and “Telephone, internet banking and online 
services”. Since all these components are related to 
providing modern products and facilities; so, this factor can 
be labeled as “Product Innovation”.

Factor 2 incorporates the variables – “Warm friendly 
atmosphere inside the bank”, “Neat and clean appearing of 
employees”, “Positive impression inside the bank” and 
“Interior design of the premises facilities and transactions”, 
“Climate among the bank employees contributes to 
receiving better service” and “Friendly behavior of the 
employees”. Since all these components are related to 
providing physical facilities and communication materials; 
so, this factor can be labeled as “Physical Evidence”.

Factor 3 incorporates the variables - “Interest rates lower 
than the other bank”, “Deposit interest rates higher than the 
other bank”, and “Less commission charges”. Since all 
these components deals in the money related terms, this 
factor can be labeled as “Financial Aspect”.

Factors 4 incorporates the variables - “Error free 
transactions”, “Problem solving skills”, “Less visits in 
bank to solve problems”, and “Bank is worth trusting”. 
Since these components talk about the trusting and error 
free services; so, this factor can be labeled as “Reliability”.

Factor 5 incorporates the variables - “Employee know very 
well the bank's products”, “Prompt service from the bank 
employees”, “Employees have the necessary knowledge to 
service you promptly”, “Employees do not hesitate to find 
the time to serve you better”, and “Employees know your 
needs and can satisfy customers”. Since all these 
components related to giving customer necessary 
knowledge and understand their specific needs; hence this 
factor can be labeled as “Employee Competence”.

Factor 6 incorporates the variables – “Near Branch”, 
“Bank's branch is near other state buildings and other 
banks”, and “Bank's branch is near shopping centers 
usually customer visit”. Since all these factors emphasize on 
providing convenience to the customers; so, this factor van 
be categorized as “Convenience”.

The aforesaid factors are presented below (Table - 9) with 
their corresponding labeled variables along with their 
loading factors.
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Reliability coefficients for Modified SERVQUAL in 
Banking Service

The reliability of the measures was assessed using the inter-
item consistency measure of Cronbach's alpha. The alpha 
for all the variables of Modified SERVQUAL 

(Expectations) in banking service ranged from 0.973 to 
0.791 and exceeded the minimum acceptable value of 0.70 
(Nunnally, 1978) and thus, the scale is considered to be 
reliable with the sample. Therefore, no item was deleted. 
(See table -10)

The alpha for all the variables of Modified SERVQUAL 
(Perceptions) in banking service ranged from 0.949 to 
0.772 and exceeded the minimum acceptable value of 0.70 

(Nunnally, 1978) and thus, the scale is considered to be 
reliable with the sample. Therefore, no item was deleted. 
(See table - 11)
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The above factor analysis and Cronbach's Alpha test of 
Reliability analysis leads to reject the hypothesis and 
concluded that “The original Servqual dimensions i.e. 
Tangibles, Responsiveness Reliability, Assurance, and 
Empathy was not remain same after applying factor analysis 
in Indian Context”

Conclusion

The primary focus of this research was to investigate the 
new dimensions of service quality in Indian context and to 
restructure the servqual scale. Evidence shows that 
customers in different industries or countries might evaluate 
service quality differently. This led the researchers to 
modify the scale to make it more appropriate for measuring 
banking service quality in Indian context. Modified 
Servqual produced six dimensions and found a valid and 
reliable scale that can be used in India; to the knowledge of 
the researchers this is the first scale that has been developed 
in banking service quality for the region (Rajasthan). The 
first dimension of this modified scale was named as Product 
Innovation and explained 17.36% variance in modified 
scale which consists of the 4 items. The second dimension of 
scale named Physical Evidence explained 13.28% variance 
and consists of 6 items in it. This dimension is somewhat 
similar to Tangibles dimension of original Servqual scale. 
The third dimension was Financial Aspect which explained 
12.42% variance and consists of 3 items. The financial 
aspect is a totally new dimension not similar to any of the 
original Servqual scale dimension. The fourth dimension 
was Reliability explained 12.21% variance and consisted of 
4 items. This dimension is similar to original Servqual scale. 
The fifth and sixth dimensions were Competence and 
Convenience which explain 8.69% and 5.169% variance 
respectively. In overall terms, we thus find that while the 
modified Servqual scale is a more convergent and 
discriminant valid explanation in Indian context of the 
service construct, possesses greater power to explain 
variations in the overall service quality scores, and is also a 
more parsimonious data collection instrument, it is the 
modified SERVQUAL scale which entails superior 
diagnostic power to pinpoint areas for managerial 
intervention.

Generally speaking, this study of modified Servqual is both 

important and challenging. Future efforts should continue to 
advance the understanding of the concept and the means to 
measure and refine service quality.
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