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Abstract
Customer satisfaction is important for all organizations because it determines their existence in the
competition. Services sector form an important aspect of today’s business scenario. Customer
satisfaction is especially important for services sector. Banking constitutes an important aspect in the
services sector. Banks will not be able to serve their customer unless they know what their customers
really want and what satisfy them. Banks will be able to know about these requirements from the
various dimensions of customer satisfaction in the retail banking. For this reason, it becomes important
to understand the dimensions affecting customer satisfaction in retail banking. This paper reviews the
literature with respect to finding the dimensions affecting customer satisfaction in retail banking and
comes out with some suggestions which need to be followed in finding the dimensions.
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1. Introduction
Customer satisfaction is considered to be important for success in today’s highly competitive
banking industry. Prabhakaran and Satya (2003) [34] have mentioned that the customer is the
most important person in any form of business. Profit and growth are outcomes of customer
loyalty (Heskett et al., 1997) [17]. The cost of serving a loyal customer is five or six times less
than that for a new customer (Gee et al., 2008; Ndubisi, 2005; Pfeifer, 2005) [13, 29, 32]. Several
researchers including Tariq and Moussaoui (2009) [43], Han et al. (2008) [15] and Ehigie
(2006) [8] found that loyalty is a direct outcome of customer satisfaction. Generally speaking,
if the customers are satisfied with the provided goods or services, the probability that they
will use the services again increases (East, 1997) [7]. Also, satisfied customers will most
probably talk enthusiastically about their buying or the use of a particular service. This will
lead to positive word of mouth (File and Prince, 1992; Richens, 1983) [10, 35]. On the other
hand, dissatisfied customers will most probably switch to a different brand. This will lead to
negative word of mouth (Nasserzadeh et al., 2008) [28]. The significance of satisfying and
keeping a customer in establishing strategies for a market and customer-oriented
organization cannot be ignored (Kohli and Jaworski, 1990) [21].
Banks are losing 8 percent of their clients every year globally (Storbacka, 2000) [41]. So, it is
extremely important to address the issue of customer satisfaction in retail banking, its
dimensions and its measurement. This would help retail banks in improving specific service
parameters in order to increase overall customer satisfaction. This would also help banks to
develop strategies and action plans to retain their present customers and to attract new
customers for their banks. Banks need to know the present customer satisfaction levels to
achieve this. For this banks require to measure customer satisfaction. Customer satisfaction
cannot be measured unless the dimensions affecting customer satisfaction are determined.
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1.1. Concept of Customer Satisfaction
Customer satisfaction is one of the important issues for the marketing function of an
organization (Mick and Fournier, 1999; Spreng et al., 1996; Surprenant and Churchill, 1982;
Oliver, 1980) [24, 40, 42, 31]. It links the processes resulting in purchase and consumption with
post- purchase phenomena such as attitude change, repeat purchase, and brand loyalty
(Surprenant and Churchill, 1982) [42]. This opinion has also been supported by Mishra
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(2009) [25] and Ahmad and Naser (2003) [3]. Substantial
research has been done in the field of customer satisfaction.
Various researchers have defined customer satisfaction in
different ways.
Customer satisfaction is a person’s feelings of pleasure or
disappointment that result from comparing a product’s
perceived performance (or outcome) to their expectations.
(Oliver, 1980) [31]
Satisfaction is the consumer’s response to and evaluation of
the perceived discrepancy between prior expectations (or
some other norm of performance) and the actual performance
of the product as perceived after its consumption. (Tse and
Wilton, 1988) [44]
Satisfaction can be broadly characterized as a post-purchase
evaluation of product quality given pre-purchase
expectations. (Anderson and Sullivan, 1993) [4]
As evident from the above definitions of customer
satisfaction, in order to measure satisfaction, it is necessary
to measure both expectations at the time of purchase and
reactions at some time after purchase. If actual consequences
equal or exceed expected consequences, the customer is
satisfied, but if actual consequences fall short of expected
consequences, the customer is dissatisfied. From the above
discussions and the definitions, satisfaction seems to be
attitude of the customers. For that it is necessary to measure
the customer expectations and their consequences. It is
important to understand the ranges of customer expectations
and consequences which need to be assessed.
2. Dimensions affecting Customer Satisfaction in Retail
Banking
Measurement of customer satisfaction cannot be done unless
the dimensions affecting customer satisfaction are
determined. This necessitates an in-depth study about the
dimensions affecting customer satisfaction.
Different researchers have found the dimensions which
might affect customer satisfaction with respect to retail
banking. Critical reviews of the findings are presented
below.
Gupta and Dev (2012) [14] studied the dimensions affecting
customer satisfaction in the Indian retail banking sector. A
structured questionnaire was administered to faculty
members teaching in various colleges and their family
members. The questionnaire was sent online to various
colleges in India. The satisfaction dimensions were identified
using factor analysis. Principal Component Analysis (PCA)
was used as the method of extraction and varimax was used
as the rotation method. The dimensions leading to customer
satisfaction were determined as service quality, ambience or
hygiene in the bank premises, accessibility of the various
services, client participation or involvement in the banking
operations and the financial benefits received by the
customer.
A review of the set of attributes which are capable of being
incorporated in the measure of customer satisfaction for
Islamic banks was performed by Estiri et al. (2011) [9]. Later,
the possibility was posed of grouping these attributes into
dimensions of quality, proceeding to value various
alternative structures by means of confirmatory factor
analysis methodology and testing their reliability and
validity. The findings from this study reveal that customer
satisfaction in Islamic retail banking depends on two major
factors, value proposition quality and service delivery
quality.

The dimensions that have an impact on customer satisfaction
as regards the working of select Indian universal banks were
determined by Singh and Kaur (2011) [39]. The study was
conducted using the survey method. Data were collected
through a structured questionnaire from a sample of
respondents. The major findings of the study show that
customer satisfaction is influenced by seven dimensions –
employee responsiveness, appearance of tangibles, social
responsibility, services innovation, positive word-of-mouth,
competence, and reliability. The results of multiple
regression showed that three variables: social responsibility,
positive word-of-mouth, and reliability have major
influences on the overall satisfaction of the customer.
The dimensions affecting customer satisfaction in the Indian
retail banking sector were studied by Ganguli and Roy
(2011) [12]. Online structured questionnaire developed to
determine the dimensions for customer satisfaction was
distributed among the respondents. The dimensions were
identified using an Exploratory Factor Analysis (EFA). Next
the reliability and the validity of the dimensions for customer
satisfaction were established through Confirmatory Factor
Analysis (CFA). The paper identified four generic
dimensions in the technology-based banking services –
customer service, technology security and information
quality, technology convenience, and technology usage
easiness and reliability. It was found that customer service
and technology usage easiness and reliability have positive
and significant impact on customer satisfaction.
A measurement model for customer satisfaction evaluation in
e-banking service quality based on different service quality
models and theories such as technology acceptance model,
theory of reasoned action and theory of planned behavior
was validated by Sadeghi and Hanzaee (2010) [36]. The paper
provides a model of seven factors for customer satisfaction
on the following dimensions – convenience, accessibility,
accuracy, security, usefulness, bank image, and web site
design.
The dimensions affecting customer satisfaction for e-retail
banking in Australia were explored by Herington and
Weaven (2009) [16]. Results were drawn from a selfcompleted survey of a convenience sample of Australian
respondents who regularly used online banking facilities.
Factor analysis and regression analysis were used to
ascertain factor structure for customer satisfaction. A fourfactor solution represented by personal needs of the
customer, website organization, user-friendliness of the
websites and efficiency were found, with all factors rated as
important.
Abdulkarim and Alhemoud (2009) [1] attempted to identify
the most salient attributes that influence customer
satisfaction with retail banks in Kuwait and to determine the
level of the overall satisfaction of the customers of these
banks. A multiple-attribute approach proposed by Shin and
Elliott (2001) [38] was employed. This approach was applied
in the analysis of data collected from a convenient sample of
customers of retail banks in Kuwait. The most crucial
attributes for predicting customer satisfaction with retail
banks in Kuwait were fast service, courtesy and helpfulness
of employees and availability of self-banking services.
The predictors of customer satisfaction in the German retail
banking sector were studied by Kanning and Bergmann
(2009) [19]. Field study method was applied to find the
dimensions affecting customer satisfaction. The major
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dimensions identified were performance of banks and
fulfillment of customer expectations.
The dimensions affecting customer satisfaction in the
Spanish e-banking services were studied by Casaló et al.
(2008) [5]. Structured questionnaire was used to collect the
responses. Structural equation modeling was used to verify
the dimensions. The major dimension which emerged
affecting customer satisfaction in Spanish e-banking services
was website usability.
Investigation of the impact of relational benefits on customer
satisfaction in Spanish retail banking was conducted by
Molina et al. (2007) [26]. Based on a theoretical framework
regarding the relationship between relational benefits and
customer satisfaction, an empirical study using a sample of
customers was conducted, and the theoretical model was
tested. Multi-item indicators from prior studies were
employed to measure the constructs of interest, and the
proposed relationships were tested using structural equations
modeling methods. The results showed that confidence
benefits have a direct and positive effect on the satisfaction
of customers with their bank.
The determinants of online banking customer satisfaction in
the Finnish retail banking context was conducted by
Pikkarainen et al. (2006) [33]. A structured questionnaire
survey was carried out using convenience sampling. An
exploratory factor analysis followed by a confirmatory factor
analysis was used to test the validity of the model in an
online banking context. The survey results supported three
dimensions – website content, ease of use of the websites,
and accuracy.
The dimensions affecting customer satisfaction in the
Malaysian retail banking sector was conducted by Ndubisi
and Wah (2005) [30]. A field survey of banking customers in
Malaysia was conducted using a structured questionnaire.
The data were factor-analyzed to determine the key
dimensions of customer satisfaction. The results showed that
five key dimensions, namely competence, communication,
conflict handling, trust, and relationship quality, were the
major determinants of customer satisfaction.
The dimensions of customer satisfaction in the Chinese retail
banking sector was studied by Zhou (2004) [45]. The existing
model of SERVPERF was used to determine the dimensions
contributing to customer satisfaction. The dimensions found
were empathy or responsiveness of the employees, reliability
or assurance from the bank, and tangibility of services.
The dimensions influencing customer satisfaction in the
retail banking sector of Pakistan were investigated by Ahmad
and Naser (2003) [3]. The analysis was done based on data
collection of a structured questionnaire survey, which looked
into determinants of customer satisfaction in the retail
banking sector of Pakistan. Service quality was found to be
an important determinant of customer satisfaction.
The dimensions influencing customer satisfaction in the
retail banking sector of Abu Dhabi were also investigated by
Ahmad and Naser (2002) [2]. Structured questionnaire was
distributed among the respondents. The analysis of the
responses indicated service quality provided by the banks
and the customer expectations from the bank were the major
determinants of customer satisfaction.
Levesque and McDougall (1996) [23] studied the dimensions
affecting customer satisfaction in the retail banking sector of
Canada. Primary data was collected based on structured
questionnaire from members of a church congregation in
Canada. The sample size was small and the sample was not

representative of the total population of retail banking
customers of Canada. Factor analysis was done to find the
dimensions affecting customer satisfaction in retail banking
of Canada. The findings were that service problems and the
bank’s service recovery ability have a major impact on
customer satisfaction and intentions to switch. Features such
as convenience also contributed to customer satisfaction, as
did competitive interest rates and skilled employees.
Research was also conducted by various other researchers to
determine the dimensions affecting customer satisfaction in
retail banking. Some of the notable investigations are by
Lassar et al. (2000) [22], Johnston (1997) [18], and Moutinho
and Brownlie (1989) [27].
Some of the above-mentioned studies (Estiri et al., 2011;
Sadeghi and Hanzaee, 2010; Abdulkarim and Alhemoud,
2009; Molina et al., 2007) [9, 36, 1, 26] applied existing models
to find the dimensions affecting customer satisfaction in
retail banking. The existing models of customer satisfaction
were either reviewed or validated to determine the
dimensions affecting customer satisfaction. In some other
cases (Ganguli and Roy, 2011; Singh and Kaur, 2011; Casalo
et al., 2008; Pikkarainen et al., 2006; Ndubisi and Wah,
2005; Ahmad and Naser, 2003, 2002; Levesque and
McDougall, 1996) [12, 39, 5, 33, 30, 3, 2, 23], research was done
based on primary data collected through structured
questionnaire. Researchers (Herington and Weaven, 2009)
[16]
also used convenience sampling to receive responses
from the banking customers.
The approach required for generating dimensions for a
construct like customer satisfaction need to be based on
exploratory research and qualitative analysis (Churchill,
1979) [6]. The techniques that are typically productive in
exploratory research, including literature searches,
experience surveys, and insight-stimulating examples, are
generally productive here (Selltiz et al., 1976) [37]. The
literature should indicate how the variable has been defined
previously and how many dimensions or components it has.
The experience survey would not be a probability sample but
a judgment sample of persons who can offer some ideas and
insights into the phenomenon.
Critical incidents and focus groups also need to be analyzed
for the generation of dimensions. A large number of
scenarios describing specific situations could be made up and
a sample of experienced customers would be asked about the
specific behaviors which would create customer satisfaction
or dissatisfaction (Kerlinger, 1973; Flanagan, 1954) [20, 11].
This indicates that primary research based on the qualitative
analysis of critical incidents, focus groups and depth
interviews needs to be performed to generate the factors for
customer satisfaction. So, item generation only through
literature review or responses through structured
questionnaire would not suffice. None of the previous studies
which were performed to determine the dimensions leading
to customer satisfaction in retail banking, have followed the
approach of qualitative analysis in finding the dimensions for
customer satisfaction. The phenomenon of customer
satisfaction in retail banking, and finding the dimensions for
customer satisfaction in retail banking, have not yet been
studied with the application of qualitative analysis.
3. Discussions and Conclusions
The above discussions clearly indicate that the generation of
items and subsequently, dimensions affecting customer
satisfaction in retail banking need to be done starting from
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the definitions of customer satisfaction. Also, qualitative
research needs to be performed for finding the dimensions
affecting customer satisfaction. This will ensure that all the
aspects affecting customer satisfaction in retail banking are
considered while finding the dimensions.
Finding dimensions based on existing models or through
structured questionnaires might ignore many of the
dimensions. The existing models of customer satisfaction
based on which the dimensions are determined might have
been proposed long back. Many dimensions might not have
been considered while constructing the models.
Customer satisfaction in retail banking is a dynamic issue.
So, existing models might ignore some of the present
dimensions. Also, the models might have been proposed
based on a specific geographical location. The models might
fail when applied to other geographical locations. This is
because the requirements of retail banking customers may
vary in different countries. It might also vary based on other
demographic variables like age, income, style of living etc.
Structured questionnaires will focus on certain predetermined aspects of customer satisfaction. A structured
questionnaire might be based on certain dimensions which
might not be necessarily true for all retail banking customers.
Also, since a structured questionnaire is developed based on
pre-determined dimensions, a respondent might not be able
to provide views on certain dimensions which might be
applicable to him or her.
Future researchers need to be aware of the above issues
while exploring the dimensions affecting customer
satisfaction in retail banking. It seems better to determine the
dimensions affecting customer satisfaction in retail banking
starting from the basic definitions of customer satisfaction. It
might also seem reasonable for future researchers to conduct
exploratory research for finding the dimensions.
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