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lncorne Level of the Consumer and

Service Quality Ms. H.M.R.P. Herath*
Er. S. Raiaram**

l The bankingsector in Sri feqtp
recent years. Services sector accoLr

attitudetowardscu eisatisfactionandoptimization
ofservice quality.
With this background this study is aimed at identifying
the significance of the income level of the consumers' on
the evaluation of service quality in the retail commercial
banking industry of Sri Lanka. Further, to identify
whether there is any difference based on the level of
income of the consumers on evaluation of service quality
of the banks of which they are dealing with. A sample of
150 consumers was selected tfuougli stratified random
sampling technique. The scope of the study was retail
consumers of private and public commercial banks
situated in the Gampahadistrict, who have been dealing
with those particular banks rnofe than two years. The

1. lntroduction

Deregulation of the banking sector has speed up the
competition between banks and expanded the industry to
greater extent and also the entrance of foreign banks to Sri
Lankan market intensify the competition since the competitive
edge that they are having with their huge asset base and
advanced technology. Therefore banks need themselves to
differentiate from other institutes. But being differentiated is
not that easy for banks since their core business is to sell a

service. Products can be differentiated easily with its features
where as it is difficult with services due to its intangible nature.
The only way of differentiating services is tangiblizing the
service through improving the quality of the service.
Therefore, due to the undifferentiated nature of money and
other financial services, banks are now heavily rely on
improving qualityof service to getthe competitive edge.

Across all service industries, the issue of service quality
remains a critical one as businesses strive to maintain a

. comparative advantage in the marketplace (Stafford, 1996);
' Because,financi.al services, particularly banks, compete in the
marketplace with generally undi{ferentiated products, hence
service quatrity becomes a primary competitive weapon
(Stafford, 1996). Banks that excel in quality service can,have a

data

groups based on their income

Keyw-ords: Seivice Qualiry; Retail
industry, Income Level

and it was der.eloped ongEl,{Y!
quality. The gathered data were i
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,9r;"l ,n:... significant findings in th 
r'' responsiveness' assurance and t*pufi-'f' The entiie
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ii'ff#:rhe credit ror i'rerarding the service suarirv,l""ii:1i":, :J#:fl':il11'.'"t:l t*,u;t";ifu:[**:,ru**ii;,I:11,'#'x,r,T'Ttlp,i.jirji1};;l61.j' iid' ffitr*x,:ffifft r fl,n&,*:.,:r7#.1'on qualitative research. r^,^,,i!J;'"^,' t:Lc a
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r_-\L1-.rvrrD ur ure servlce perforrnance (Lewis and
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lL,orns 1983; Gronroos 19M; parasuraman et al. 19gg). There
lr,r.i lreen a debate regarding the inclusion of expectations in
llr,' 11s4su1sment of service quality (Teas 199Z,1994Croiin
rn{l 'laylor 1-994; Parasuraman et al. 1994). While Cronin and
L I y I or ( 1 994) dairned that the perceived perforrnance measlre
lr{ riricsses a high predictive ability, parasrrrarnan et al. (1994)
ir ,rr(,rt that the expectation meag[res can assist management in
lrllrrti$zing those areas which require irnmediate attention.
I ft rwq'r's1, prrasuraman et al. (1994) concur that if the fliimary
l,r ['l]]ose of rneasuring perceived service quality is to,explain
I I r r ' variance on sorne dependent construct,then a performince_
h,rscd measure is appropriate. (Tanr, 2004) parasuraman et af
t ltl94) defined service quality in a three-column format:
rrrinimum service level (would expectations), desired service
lr,vcl {should expectations), and perceived perfqtmance.
ili.rchdev, Verma,2004) There is a growing acceplancegrFrong
rr,reirrchers that service quality can be tied to p.r.updb'rr. o-f
,rt,rvice performance (Gronroos 1993; Dabholliar fgOa;. The
"r:rpectation,/performance" conceptualization of service
qrrality led Parasuraman, Zeithaml, and Berry to develop the

i:liRVaI{AL approach for measuring servicequatity in ifAA.
'['lr 

is method assesses both the consumer,s service expectations
,rntl perceptions of theprovider's performance. positioned as a
picneric method applicable to a wide range of service
industries, The service quality defined in th; SERVeUAL
rnodel determines the gap UStween customers, expectations
a nd perceptions. Namely, SQ = 

p minus E, where Se is denoted
ns service quality, and P and E are denoted as customers,
pcrceptions and expectations, respectively. Respondents,
therefore, would have to complete all attiibutes based on
scrvice expectations, followed. by a second set of the same
.rttributes, based on their perceptions of acfual service
received. As a result, completing the survey could seem rather
()neroLls. Thus, it has been suggested (Cunningham, et al.,
2002) that measuring service quality based only on the
perceptions of service performance would suffice, as in the so
called the SERVPERF model: namely, Se = p. Flowever, the
shrdy of Robledo (2001) indicated tnat Ure SERVpERF was not
an efficient measurement scale, in terms of validity and
reliability. In his study, an alternative scale was proposed,
called the SERVPEX, to measure .service quality. The five
SERVQU,ai. dimensions are a concise representation of the
core criteria that customers employ in evaluating service
quality. As such it is reasonable to speculate that consumers
would consider all ilive criteria to be quite important
(Parasuraman, 1988) I! was developed to meisure peiceived
service quality as thc key output variable and in itsfinatized
form it has 22 pairs of Likert-$,pe scales. The first 22 iterns are
designed to measure customcrl expectations of service for a
particular service industry expectations, while the remaining
22 are intended to measure the perceived level of servic!
provided by a particular service organizaiion (perceptions).
Service quality isthen measured by calculating the diiference
in scores befween the corresponding items (.e. perceptions
rninus expectations). However, it is limited to current ani past
customers, because respond.ents need to have some
knowledge and experience of the organization in otder to be
ableto complete thescale.

Previous research has shown that demographic variables are
relaled to service Expectations quality expectations (Gagliano
and Hathcote, 1994; Thompson and Kaminski, 1993; WJbster,

t, ""

1989)" More specifically, Thompson ;rrrrl l.,,rrnirr;l.r 1l,r,r 11

found a significant relationship betwccrr ilfic .l t l( l . l i n rr, r r:,r,r r,,

of service quality, while Gagliano ancl llatlrr.olt, llrrrr.;1
reported significant relalionships between incotrrt. i)n(l $(.i,\r r(,(,
quality expectations. Further, Webster (1"989) {ourrtl thirt ,rgt,,
gender and income were significantly related to.se r v i cc c1 r"r ir I i t v
expectations fbr professional services. Income segrnen ta I ion
has been a popular demographic variable utilized by a myriacl
of product and service marketers. Income segmentation doers
not autornatically assume targeting those eaming higher
saiaries.

4. Methodology

In this shrdy it measures the relationship between the service
quality dimensions and the level of perceived service quality
considering the differences of income levels of the consumers
by which it explains the existing situation rather going to
examine causp and effect situation. Therefore the design oithe
research falls under the research design of descriptive iesearch
Both primary and secondary datawere used. Secondary data
rarere collected through text books ancl previous research
articles. Primary data were collected on srlrvey method based
on a structured questionnaire developed on SERVeUAL
Model and variables were operationalized on the basis of
SERVQUAL instrument. Four income categories were used in
the questioruraire such as, below 25,000, above 25,000 and
below 50,000, above 50,001 and below 75,000 and above 25,000.
Stratified Random Sampling technique was used to select the
r.Tp!: elements and gathered data analyzed using one way
ANOVA. The questionnaire was circulated among 15b
consumers whohavebeen already dealing with the bankmore
than two years. The sample elements were selected in the
followingmanner.

Table 4.1 - Sample Profile

Ownership No. of Respondents

Private Sector Local Banks

Savings Accounts Holders

Fixed Account Holders

Current Account Holders

45

30

15

90

Public Sector Banks

Savings Accounts Holders

Fixed Account Holders

Current Account Holders

30

22

08

60

Total Respondents 150

4.1 Reliabilityand Validity of Instruments
Though the SERVQUAL is an internationally tested
instrument still the testing the reliability is needed iince it is
going to apply to different nature of context. And also it has to
be checked whether language of questionnaire does any
impact on the reliability oi th; measurements. ,,At tirnes, wL
may alqo have to adapt an establiShed measure to suit the
setting. For example, a scale that is Used to measure job

+:tffi
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Performance, job characteristics, or job satisfaction in themanufacturing industry may have to tu *oaifi"d slightly tosuit.a utilitycompany or a health care orgur,iluUorr. The workenuronment in each case is different anJ the+wordings in the
iTtTuT"1, may have to be suitabf/ ,aai"a" (Research
Methods for Business, Sekaran Uma, 4t( flitf", pp zosl.

ln:T.:^i:r::as generated using. scaled responses reriabitity
or une questionnaire wasmeasured through Cronbach,s alph,ato ensure the internal consistency L ifr" instrument.
Cronbach,s,Alpha was measured for Jll tf," jippr,rions qf theservice quality of both expected and perceiv&. And also the
il]l"l.ilt,y .of the expected ser,ricJ q"rir,y part of thequestionnaire and the perceived service qrriity part of thequestionnaire .u, *"i.r."a ,upu*t"iy.iii'*," scores ofCronbach s A$ha for all di*".rrio.,, *"rl orru, O.Z u, ,t own inthe below table. Scales that receive 

"bh;;;;; over 0.2 areconsidered to be reliable (Malhothra 200i).
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the sections^of expected service qualify and the perceivedservice quality, it was measured 
'tt 

u a"gr"u to which the

15"f1.::-.-lTa."quatityandthu"*pui'tJr"rvicequaliryand the perceived service quality corielate to each other.
,Co.nvergent validify is established when, U,ru ,.oru, obtainedwrrn two clifterent instruments measuring the same concept
are highly correlated (Sekarakn Uma, 2006f

Table 4.3 : Paired Samples Correlations: Expected Service
Quality

Table 4.3 represents the coefficients of, in between all thedimensions which are measuring the variable .f 
"GJ;;service quality and the variable of Jxpected service q""li!;;;

lli1jlll?l;They are showing a higher corretation. it s# A;;rn oetween the five dimensions of expected service quatitv anathe expected service quality,.o.rr".g!r,iffi-iry t, #;rrJ 
41rr

Table 4.4 shows the coefficients of, in between the dimensions
. of perceived service q"Tit):and the pu.""i.,ua ;"#;;;itryyariable. Since it shows higher 

"o.r"futi"", *mong the pairs il
if.rte $a that convergent"validity is there irithe inst ument ofoata collection.

4.2 ConceptualModel

|l*{.o"-.the reviewed literature the researcher was ahle toraentlfy drmensions of service quality of reliabuity, tangibles.i'esponsiveness, assurance 
_ 

,ind 'empaihy ;; ;;*;;:, il=_lOUeL Model and those dimeirsionr'*u ,rri"g ,, the basc
, .i7 measure the.service quality of the banks. lYrrril", iil.

. . 
(i!:rdenf through the literafu re that the relationsh,l> t ur*u.r, tn,,

Table 4.2 : Reliability Statistics

Variables Cronbach's

Alpha

No. of

Items

4

5

Expected Service gudfl
Tangibles

.797

Expected S"rvi"e e"alifi
Reliability

.858

Expected Service gua@l-
Responsiveness

.808 4

4
Expected Service euality-
Assurance

.8L6

Expected Service euJE-
Empathy

.836

5

5

4

5

4

4

22

Perceived Service altatity,
Tangibles

.836

Perceived ServicJeuatitF

Reliabilify
.877

Perceived Se.vice e"af itya
Responsiveness

.880

Perceived Service eraiity_
Assurance

.775

. Perceived Spiviie Ou-af iW-

Empathy . ,

.900

Expected Ser*ri"eEuatity .947

I:ercerved uervice euatity .956 22

SourcL : ltesults,cf Data.Ahalysis

9o."a:gg*'u voiiaity of the. questionnaire was meastrreJ
1J?iEh 11 

lrc{ 
.$arnptq Correration. c..;;.;";;;r,'iofi ,uI,

.r.,eagiTeq in tj*,i-+,o Sections of questioor.,i* se.parateli,. l*

Pair 1 Mean Expected

. Tangibles &

Expected Service

Quality

Pair 2 Mean Expected

Reliability &

Expected Service

Quality

Pair 3 Mean Expected

Responsiveness

& Expected

Service euality
Pair 4 Mean Expected

Asurance &

Expected Service

Quality
Pair 5 Mean Expected

Emparhy &

Expected Service

Quality

Source : Results of Data Analysis
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independent variables of dimensions of service quality and the
r I ependent variable of service quality is moJ".lt"a tf,ror'rgn th"
lllt::* of the demosraphic v#ab[";ith" ;umer such asgcnder, age, income level andeducation l"u"i, Suosruphic areaof living and social class. But, the research". i, f3."rag only onthe incomelevel of the consumers under this study. Figure4.1

i llustrates the relationship a*orrg Ururu _rr;;i;;.
'table 4.4 : paired samples Correrations: perceived)service
Quality 

trvrro' r Ettt

4.3 Hypotheses
H1: Consumer evaluation on service quality varies in terms ofincome level of the consumer.
H2: The importance assigned to the each dimension of servicequalityvaries in terrns of inco*"t"""t oitfr" consumer.

4.4 DataAnalysis
To test the hypotheses developed, ANOVA was used throughtheSPSSpackage.
H1: Consumer evaluati__ 

;;o*." b";'#ffi[:Xl,fiIice qualitv varies in terms or

The mean values of service quality obtained by subtracting theexpectations by perceptions were related wi*, ir,.orrr" tuuu't" oitheconsumers and table 4.5 indicates th;;;fi;;_h;;r;"
analysis obtained using ANOVa. ff,"r" i/ii J" b;#;;;the hypothesis of corisumer evaluation;" ,"*;"";;U
:1iu: T,Tt*s of incotne level of tt" 

"o*rri-,"r can not beaccepted since it is not statistically significar,i, U"currs" tuUt"value of 0.080is greater than thep value of 0.05.

77
:a'

Fig. 4.1. Conceptual Framework

Source : Researcher,s own construction, based on SERVeUALModel

Table 4.5: ANOVA Table_ Service euality and Income Levelof the Consumer

H2: The importance assigned to the each dimension of servicequalityvaries in terms of income level of the consutner.

With in the frame work of this hypothesis another fivehypotheses can be built up on the basiJ 
"f"u"l dimension of

::T: quality. Again using ANOVA ,i* ,,urw of thesenypotneses was tested. For that the mean values of servicequality in overall was related with the incoire level of the
::,Tlll?.1;cor.ding to the ta!_le 4.6 the acceptability or the
leiec:1on 

ot following mentioned hypothese, cun be testld.. r ne unportance assigned to the tangibles of service qualityvaries in terms of the income leveiof the consumer_ Thishypothesis is rejected since the ,^b[;"1"" of 0.440 isgreater than the value of 0.055.r The importance assigned to the reliability of servicequality varies in teims of ,f-," irr.o*" level of theconsumer_ This one is also rejected because the tablevalue of 0.1L4 is greater than the valu" oi o.os *r,i"r, i, ,ir"Iimit of confi dence interval.r The_importance assigned to the responsiveness of servicequality varies in terms of tfre i""o*"- level of the
co^ns_umer_ It is rejected because the value in the table of0.061 is greater than 0.05.r The_ importance assigned to the assurance of servicequality varies in teims of Ure irr.o*" l;";i ;;;consumer- It is rejected because the value in the table of

Pair 1 M"."p;;ile
Tangible &

Perceived Service

quality

Pafu 2 Mean perceived

Reliabiliry &

Perceived Service

quality

Pair 3 Mean perceived

Responsiveness &

Perceived Service

quality

PaIr 4 Mean perceived

Assurance &

Perceived Service

qualiry

Pair 5 Mean perceived

Empathy&

Perceived Service

quality

r." .000
J..'

hi

Service Quality
Between Groups (Cornbined)

rs#
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0.224is greater than 0.05.
The importance assigned to the empathy of service quality
varies in terms of the income level of the consumei- This

IMS Manthan - Volume IV, No. 2,DecZO09

hypothesis is accepted since the value of 0.03g which
indicates the table is lower thanthe value of 0.05.

Since it is shown through the data analysis that service quality
in the aspect of empathy is varied in terms of the income level
of the consumer further to identify in which income categories
these differences are lie exactly, Durrcan Multiple RangI Test
was performed and following table 4.2 shows the result.
According to that the consu.mers who fall under income
categories of below 25,000 and from 50,001 to 25,000 are
possessing same levels of service quality evaluations where as
other categories posses some other difierent levels of service
quality.

Table 4.7 zANOVA Table- Service euality and Income Level
of the Consumer

consumer evaluation on service quality varies in ternrr,
income level of the consumer, indicates that with respecl tl r

Sri Lankan context that is not a significant factor in &alu,rl,
of service quality; Further itsays thatbased on the incoml k,,

of the consumer he or she does not expect different levr,l,
service quality from the banks. But when it comes to the st,r,,
hypothesis of that the importance assigned to the r,.

dimension of service quality varies in termJ of income In.r,:
the consumer, in respect of dimension of empathy of so,,
quality the hypothesis has been accepted based on the rr,0,.,,

of the data analysis. It says that the levels of empathy tlrrrt ,,,

customers are expecting from their banks are dependinp I
different income levels of the consumers. The ,"rrr,, ,rt rii

Duncan Multiple Range test results showed that two conhrii"
groups (below 25,000 and 50,001.25,000) based on the irrr rt,r
level holds similar service quality evaluations and rrls, :

showed that the income group of 25,000-50,000 holds a lrig,,.
value of service quality evaluation. Therefore when thc h,,.,
are dealing rt'ith consumers the level of attention worrl,t ,

given to the consumers based on their income level, r,vrli

vaded. Otherwise the consumers will get dissatisfiecl t"-l;,
blings several bad consequences to their reputation, ,,,,

,ofher four hlrpotheses relited to rest of the dimensir,ri
service quality were rejscted, it is not needed to the barrl ,. r

tirem separately on the dimensions of tangibles, reli,rlri;.
. resporusiveness and assurance. But, since ihe expectec,l ru,i

quality is higir with respect to all the dimensions ihey sh,,,, r,,

, rrraintained at a higher level with regard to the consumlr,,
fail under allcategories of income.

Service Qualitv Empathy
Dmcan"!

Income l,evel N
Subset for alpha = .05

1 2
25000-50000

Below 25000

50001-75000

Above 75000

60
'11.

15

+'

-1.8967

-1.4479

-1,.3067

.305

-1.M79

-1.3067

-.3500

.055

Means for grorrps rn tromogeneous:subseti are dispiave,t.
a.. Uses HalmionicMean Sample Size =,11.514.
b. The group iizes hre mequal. The himonic mean

of the grouf sizes is used. 'rype I enor lryels are
notguaraiJeed. ' -:

. 1. ..:.. .. .. .:- :

5. DiscussionsfFlndings ". ,

T-heugh,the results of the.prer.iouc studies shave sliorvn thirr
{ncome lgvel.of the consutners ,is a significant Ciscriini.irator of
selvicq,qpality" thc rejection of tlie tirst hvpoil-.esis of that

Table 4.6 : ANovA Table- service erlafity and Income Level of the Consumer

Sum of
Squares df

Mean
Square F sig.

Service Quality Tangible . fetween Croups
Income Level With* Groups

Total i.

3.284

176.435

t79.719

J

L46

1.49

1.095

1.208

.906 .440

Service Quality Reliability Betwedit Groups
* Income Level Within Groups

Total

8.769

211..770

220.539

J

146

L49

2.923

1.450

2.015 .Lt4

Service Quality Between Groups
Responsiveness't Within Groups
Income Level 

Total

9.61.5

186.594

196.208

J

146

1.49

3.205

1".278

2.508 .061

Service Quality Assurance Between Groups
* Income Level Within Groups

Total

5.115

L68.823

L73.937

J

146

L49

L.705

1.155

1.474 .224

Service Quality Empathy * Between Groups
Income Level Within Groups

Total

14.426

243.136

257.562

J

t46
t49

4.809

1.665

2.887 .038



.€,jrx'

lneome Level of the Consumer and Service euality

0. Gonclusion

lhsed on the results of the study it can be concluded thatrrxrome level of the consumer dbes not exert a significantinrpact on evaluations of service q"uli; l?'rh" 
"o*.r*"r".ll,.:tu .,hu.f*9Tg' impry thar ;;;;J;; of the tever ofincome level of the consumer the 6anks should proyide ah igher levet of service fo.r theii 

"rrrr**r^il1.*, *i,i"Jf,i, ."y"tlr,rt nowadays it is difficutt ,";rfy ;;;;rs easily,,sincetlcir expectitions are li;; ; htilJ, HJj* the revel of
, r I tention expect by the 

.consumers based on their level incomers different which indicate, tf,.orgh iiu-;;il", of empathyrlimension of seryice quality. Seca;;;;;;
liiveprioriimportance'todiirens*;;;il;TiTf":fl.:l:
11th9r qoups are not. Anyway rn segmentation
rt'. uairtr,i,,e--i"-vJoirr,**" does not rr"r " :r:L}imT"?
;ilT:;f"t_::" 

this not a gooa a"*og.uprd.H;?;;;;#;

7. References

t, Brown, S. orn ,*y.r:,,. :! (lsls): ,,A gop anatysis ofprofessionat seroice quality,, Ir";;i ;i M;kfing, Vol. 53,April,pp.92-8.
2. Cunningham, L. F and youn{ C.E and Lee, M. (2002),,, Cross_c.ultural perspectiztes of sZiaice q*tiry'1,n risk in airtransportation,,, lournal'of Ai, frnn rpoririAn,' iot. z, pp. i-2a..r. Gagtiano, K.B. and hrrnrrirl,-'i"i'iiio),,,Customer

Expectations and perceptions of'siraice-g)aWy in RetailAppar el Spe c i altv s t o re s 
;,, 

J our"i oj s r* iri#orke ting, V o l. 8No.1,pp.60-9.
4. Gronroos, C. (1ggg),,,Seroice 

euality: The Six Criteria of Good

W

:i' 
Zq

P*::o!d Seruice euality-, Repiew of Business, Vol . 9 No. ,1,pp.1O-13.29
5' Gronroos,c. (1991), ",styt1q|c 

.Mayagement and Marketingin the Seraice Sector,,, ituaentUtfrraiur_Chartwell_Bratt,
Sweden

6. Gronroos,C. (2001),The perceizteil seraice quality concept is

iutr;:yr", 
Managing'seraice euatity, ia, il n;.i'i

7. Parasuraman, A., Zeithaml, V. and Berry, L, (lggD), ,A
conceptual modet of seyl3 

-luatttU 
and irtl' impticatiri yr)

^ future research,,, J oirnat of Markei;g:-iot." ib N o. l, pp. nt_sog. parasuraman, A., Zeiihaml, i.'ori- iruy, t. (1ggg),
" SERV?UAL: a muttipk_ iteryyk j;; ;;uring consumer
,rfrff.rro"t of quality", lournal of Reiailing, Va. SZ Xfo. t, pp.

9. Parasuraman, A. (lgg|),,,A conceptualmoilel of sentice qualityand its implications for future nriot, ;, 
l ournit 

"f 
Ur;k ;i;i,Vol. 49,Fall,pp. nt_50

10. Parasuramin,,q,., Zeithaml, V.A. and Berry, L.L. (L994),"Mooing forutard in serv.ice qurtity-'rlseirn, measuringdffirent leoels of 
.custome) expectationts, comparingalternatiaescales,"andexamining;;;;;;**r"ce_behaztioral

intentions Link,, Marketing Sclnce inriiiutr r*t ing popu,ReportNo. 94-114
11. Sureshchandar G.S.,Chandrasekhar and Rajendran&7.1,

Kamalanabhan. (2001),,,Customer prrirpt'ion, of seruticequatity" :. A uitique,Total quality m*igr*k'i VOL. 12, NO.1,pp.111- L24
12. Thompson, A.M, and Kam-inski, p. (1gg3),,,psychographic andLtfestyle Antecedents 

..of Seraici Airitry"Lxpectations: asegmentation approach,,,lournal of Siruici Uaitc*ing, Vot. ZNo.4,pp. 53-61.


