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Abstract 

Small and Micro Enterprises (SMEs) play an important economic role in many countries. Despite 
this fact, SMEs faced many threats where the lack of credit is identified as one of the most serious 
constraints facing SMEs and hindering their development (Oketch, 2000; Tomecko & Dondo, 
1992; Kiiru, 1991) among others. In this regard, the government of Ethiopia established several 
micro finance institutions (MFIs) including Amhara Credit and Saving Institution (ACSI) towards 
resolving the credit access problem of Small and Micro Enterprises (SMEs). In spite of rapid 
expansion of microfinance services by ACSI  in the last one decade or so in the Amhara region of 
Northern Ethiopia, currently reaching more than 550,000 credit clients, there has been little 
attempt to measure the service quality it renders to its clients. The objective of the study was to see 
whether the institutional vision of ‘bringing quality service’ is attained or not taking small and 
micro business enterprise owners, one segment of ACSI credit clients and also to identify the 
failure if any with regarding the quality parameters.  The SERVQUAL model (developed by 
Parasuraman et al., 1991) is used for the study. The model begins with the assumption that 
individuals are able to articulate both their expectations of the general characteristics and 
determinants of quality service and also their perceptions of actual and current service quality for a 
specific service provider. Both ‘quantitative’ and ‘qualitative’ methods were used to collect data 
from over 85 small and micro business enterprise owners selected  using  purposive sampling 
technique to incorporate at least the major business engagement areas in the city. As a brief 
summary of the study, Amhara Credit and Saving Institution failed to meet the service expectation 
of small and micro business owners for all dimensions. Among the dimensions of service quality 
highest negative gap belongs to empathy. Furthermore, relative importance (weight) of quality 
dimensions stated by SMEs is highest for reliability.    

Key terms: Quality, SERVQUAL, Clients, Perception, Expectation, Customer Satisfaction  

 

Introduction 

Small and Micro Business Enterprises (SMBE) play a significant role in the economy of a country. 
Consequently, the performance of SME sector is closely associated with the performance of the nation. In 
Ethiopia, according to the 2002 nationwide survey of the Central Statistics Authority (CSA), there were 974,676 
cottage/handicraft manufacturing establishments (of which, 616,696, or 63.3% were in rural areas while 
357,979, or 36.7%, were in urban areas) engaging more than 1.3 million people. Of these, about 94.2 per cent 
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were active owners, partners, or family workers; employees constituted only 4.3%. The Small Scale 
Manufacturing Survey (CSA, 2003) also shows that there were 31,863 small-scale manufacturing industries (of 
which, 62.8% were in urban areas) engaging 97,782 persons (91.3% male, and 8.7% female). 

The role of the MSE sector in employment creation, economic growth and poverty alleviation (as opposed to 
being viewed as marginal and unproductive, tax evader, and with limited contribution to economic growth) has 
received the recognition it deserves, as explicitly stated, for example, in (ALIDS) the Poverty Reduction 
Strategy, the Micro and Small Enterprises Development Strategy, and the Federal Food Security Strategy (see 
MoFED 2002 and 2003; Ministry of Trade and Industry, 1997). Despite emphasis on increasing the access of 
credit and saving institutions to SME, where they are marginalized by commercial banks and other formal 
institutions, the service quality issue is almost forgotten.  This study was aimed at empirically analyzing the 
service quality of ACSI (the leading micro finance institution in Amhara region) with the view of identifying the 
quality gaps using SERVQUAL model. 

Background of the Study  

Service quality is a concept that has aroused considerable interest and debate in the research literature because 
of the difficulties in both defining it and measuring it with no overall consensus emerging on either 
(Wisniewski, 2001). There are a number of different "definitions" as to what is meant by service quality. One 
that is commonly used defines service quality as the extent to which a service meets customers’ needs or 
expectations (Lewis and Mitchell, 1990; Dotchin and Oakland, 1994a; Asubonteng et al., 1996; Wisniewski and 
Donnelly, 1996). Service quality can thus be defined as the difference between customer expectations of service 
and perceived service. If expectations are greater than performance, then perceived quality is less than 
satisfactory and hence customer dissatisfaction occurs (Parasuraman et al., 1985; Lewis and Mitchell, 1990).  

Past studies have attempted to measure customers’ perception of service quality and the effect of customer 
satisfaction levels on their future behavior, and various strategies for achieving customer satisfaction and 
customer loyalty have been suggested to companies from the findings of these studies. The gap-model of the 
SERVQUAL instrument (see Parasuraman, Zeithaml and Berry, 1991), that compares the perception of 
performance (P) to expectation (E), has been widely used in past studies in a variety of industries. This study 
attempts to replicate the SERVQUAL measurement of Parasuraman, Zeithaml, and Berry (1991) in determining 
the existence of ‘service-gaps’ in micro finance institutions  taking Amhara credit and saving institutions as a 
case study. 

Statement of the Problem  

Intensifying competition and rapid deregulation have led many service and retail business to seek profitable 
ways to differentiate themselves. One strategy that has been related to success in these businesses is the delivery 
of high service quality (Rudie and Wansley 1985; Thompson, DeSouza, and Gale 1985). Delivering superior 
service quality appears to be a prerequisite for success, if not survival, of such businesses in the 1980s and 
beyond. Service quality is a consumer’s overall impression of the relative inferiority/superiority of the 
organization and its services. Unlike goods quality, which can be measured objectively by such indicators as 
durability and number of defects (Crosby 1979; Garvin 1983), service quality is an abstract and elusive 
construct because of three features unique to services: intangibility, heterogeneity, and inseparability of 
production and consumption (Parasuraman, Zeithaml, and Berry 1985). In the absence of objective measures, an 
approach for assessing the quality of a firm’s service to measure consumers’ perception of quality. As yet, 
however, no quantitative yardstick is available for gauging these perceptions.  

In line with the above insights, this study addresses those problems by asking the following main research 
questions: 

 To what extent does the overall service provided by ACSI towards SMEs owner results satisfaction? 
 To what extent does the dimensions service quality affects SMEs owner satisfaction? 
 Is there a significant a significant relationship between customer satisfaction and service quality?  
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Objective of the Study 

It is important to note that the measurement of service quality in finance sector is a new paradigm in Ethiopia. 
This paper, however, tried its best to measure the service quality of financial institutions (i.e. taking ACSI into 
account) towards their clients.  Besides measuring the service quality, identifying how clients measure the 
service quality of ACSI was also the objective of the study. In more specific terms the study embraced specific 
objectives including pinpointing how management of service improvement (quality) can become more logical 
and integrated with respect to the prioritized service quality dimensions and their affecting increasing or 
decreasing service quality gaps, point out the problems of the institution (i.e. for ACSI) regarding its service 
quality to realize its raison deter for existence, and propose the appropriate recommendations to the institution 
based on the outcome of the study. 

Research Design and Methodology 

Research Design: This study employed survey research design and the multiple dimensions of service quality 
(mainly quantitative data) were captured using the SERVQUAL model developed by Parasuraman et al., 1988.  

The Research Testing Model: Service quality can be defined as the difference between customer expectations 
of service and perceived service. If expectations are greater than performance, then perceived quality is less than 
satisfactory and the quality is assumed to be low. The vice versa is also true. Mathematically, the equation is 
expressed as follows (Parasuraman et al., 1985):  

 

 

Where i is a service quality attribute, and the sum is over k service quality attributes or domains. Therefore, the 
five dimensions of service which consists of tangible, reliability, responsiveness, assurance and empathy.  We 
can put this statement mathematically as depicted below: 

 

 

Where TA represents tangibility, RL represent reliability, RS represent responsiveness, AS represent assurance, 
and EM represent empathy. 

Multiple Regression Model: To estimate the influence of service quality dimensions on the satisfaction of 
SMBEs owner multiple regression analysis was used. The researcher has treated the customer satisfaction as the 
dependent variable and the service quality dimensions: tangible, reliability, responsiveness, assurance and 
empathy as the independent variables. 

SQ = ∑ k (Pij - Eij) 2 
                          j=1 

SQ = f (TA, RL, RS, AS, EM) 
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          Independent Variables                    Dependent Variables  

           (Service quality dimensions)  

 

 

 

 

 

  

Figure 2.1: Research Framework Variables 

The researcher has run the regression to determine the predictive capacity of independent variable over customer 
satisfaction in SMBEs owners. The basic model installed was depicted as follows:  

  Y =   + ßx + u _______________________ -------------------------------- (1) 

 

The above equation, which is assumed to hold the population interest, defines the simple linear regression 
model. The equation is also known as the two –variable linear regression model or bivariate linear regression 
model since it relates the two variables: x and y. The researcher used step wise regression model to identify the 
most determinant independent variable on the customer satisfaction of SMBEs owners.  

          Yi = ß0 + ß1x1+ ß2x2 + … ß5x5 + ui ------------------------------------------ (2) 

          Yi = ß0 + ß1TA1+ ß2RL2 + ß3RS3 + ß4AS4 + ß5EM5 + ui ------------------- (3) 

Equations (2&3) are multiple regressions that have more than one independent variable. Yi explains the 
dependent variable of   SMBEs owners’ satisfaction which is determined by the five explanatory or independent 
variables x i and by other variables beyond the catch of the researcher instrument are denoted by ui. In the model 
x1, x2, x3, x4, and x5 represents the service quality dimensions of tangible, reliability, responsiveness, assurance 
and empathy respectively. The constants ß0, ß1 …. ß5 are the parameter of the model, and they describe the 
directions and strengths of the relationship between SMBEs owners’ satisfaction and the factor used to 
determine SQ in the model. ß0 is constant and ß1, ß2 …. ß5 are coefficients to estimate, and ui is the error term. 

Sources of Data and Data Collection Instruments: In this study both primary and secondary sources of data 
were used. The primary data were generated from the subject of the study by using the SERVQUAL model that 
contains 22 pairs Likert scale statements structured around five service quality dimensions were adopted to 
measure the service quality of ACSI towards SMBEs owner. In order to triangulate the study and supplement 
the primary data collected by the aforementioned methods secondary sources of data were also collected from 
books, international articles/ journals, published and unpublished reports, websites, brochures, etc.  

Population and Sample Size: According to ACSI officials a total 978 small and micro business enterprises gets 
financial service from the institution. From this entire population, 568 are engaged in Wood and wood related 
business, food and beverage, and urban farming. From this 568 study population a sample size of 85 was taken 
using the best sample size selection approach developed by Umar (1997) with a sampling error (e) of 10%. 

Tangibility  

Reliability 

Responsiveness  

Assurance  

Empathy  

 

Customer Satisfaction 
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Where n = number of samples, N = the total population, and e = the standard error of samples to be tolerated.  

Data Presentation and Analysis Tools: The collected data was analyzed with the Statistical Package Program 
for Social Sciences (SPSS version 16). The basic analysis and tests utilized in the study include frequency and 
percentage analysis, “one-sample t test”, “independent-samples t tests”, “paired-samples t tests”, “One-Way 
ANOVA test”, “factor analysis”, and “reliability analysis”.  

Review of Related Literature 

The SERVQUAL Model: Service quality measurement model (SERVQUAL) model sometimes called 
SERVQUAL scale is an instrument in the service marketing literatures in assessing quality (Parasuraman et al., 
1985; Parasuraman et al., 1988). This instrument has been widely utilized by both managers (Parasuraman et al., 
1988) and academicians (Babakus and Boller, 1992; Carman, 1990) to assess customer perception of service 
quality for a variety services (e.g. Banks, Credit card provider firms, and repair and maintenance companies). 
The results of initial published application of SERVQUAL instrument indicated five dimensions of service 
quality emerged across a variety of services. These dimensions include tangibles, reliability, responsiveness, 
assurance and empathy. Parasuraman et al., (1985) developed a 22- item instrument representing the five 
dimensions, called SERVQUAL, for assessing customer perception of service quality in service and retailing- 
organizations. It is based on the premise that customers can evaluate service quality by comparing their 
perceptions with their expectations of its service.  

The Grönroos Model: As noted earlier, the SERVQUAL model also known as the American perspective 
focuses on the functional attributes of the service. On the other hand, the Grönroos Model (also known as the 
European model) suggests that service quality should considers two more components, technical and corporate 
(image) dimensions. The Grönroos model criticize the SERVQUAL model of quality measurement stating that 
it mainly focuses on the functional attributes of the service without including the service encounter outcomes 
(Grönroos, 1990). With the suggestion that the “perceived service quality model” replace the product features of 
a physical product in the consumption of services, Grönroos (1990) identified two service quality dimensions: 
the technical aspect (“what” service is provided) and the functional aspect (“how” the service is provided).  

The Rust and Oliver Model: A more recent conceptualization of the service quality dimensions was proposed 
by Rust and Oliver (1994). They proposed a three-component model in which the overall perception of service 
quality is based on a customer’s evaluation of three dimensions of the service encounter: the customer-employee 
interaction (i.e. functional or process quality); the service environment, and the outcome (i.e. the technical 
outcome).  

Data Presentation, Analysis and Interpretation 

Data analysis for this study was done in two steps, the preliminary analysis and the main analysis. For 
preliminary analysis which involves mainly descriptive statistics to summarize data, the demographic 
characteristics of the respondents were outlined in order to simplify the understanding of the data. 

Demographic Findings: The basic findings related demographic characteristics of owners of SMEs examined 
in the survey are given below in the following table. 

n = ___N___ 
         1+N *e2 
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Table 5.1:  Demographic Findings 
Item Category Frequency Percent 
 
Gender 

Male 76 89.4 
Female 9 10.6 

 
 
Age  Group 

Less than 25 4 4.7 
25 – 35 37 43.5 
36 – 45 25 29.4 
46 – 55 17 20.0 
55 & above 2 2.4 

 
Education 

Primary School 13 15.3 
Certificate 10 11.8 
Diploma 56 65.9 
Degree 6 7 

 
Marital Status 

Single  67 79 
Married  18 21 
Widow 0 0 

 
Sector in which 
SMEs take place 

Wood & wood products 59 69.4 
Food & Beverage 11 13 
Urban farming 15 17.6 

Source: Field Survey, 2014/15 
 
As can be seen in the table, sample of SMEs assessing the service quality ACSI included more males (76%) than 
females, more diploma holders (56%) than other categories, and more single (67%) than other categories. 
Majority of them were between the ages 25 – 35 (43.5%), and majority of them operates in the sector of wood 
and wood products (69.4%) than other categories. 

SERVQUAL Scores of Customers (SMEs) Expectations & Perceptions: The gap scores are the difference 
between the perception and expectation scores with a range of values from -5 to +5 and these gap scores 
measure customer satisfaction and hence service quality. The more perceptions are close to expectations, the 
higher the perceived level of satisfaction. Respondents’ expectation and perception of service quality took is 
presented as follows.  

Table 5.3: Average SERVQUAL Scores of Clients Expectation & Perception towards ACSI 
Dimension 

Statement Expectation 
Perceptio
n Gap score 

 
 
Tangibles 

TA1 4.24 3.58 -0.66 
TA2 4.01 3.14 -0.87 
TA3 4.13 3.15 -0.98 
TA4 4.24 3.19 -1.05 
TA5 4.48 3.67 -0.81 

 
 
Reliability 

RL1 4.25 3.09 -1.16 
RL2 4.28 3.08 -1.20 
RL3 4.38 3.16 -1.22 
RL4 3.99 2.52 -1.47 
RL5 4.18 2.91 -1.27 

 
Responsiveness 

RS1 4.12 3.16 -0.96 
RS2 4.12 3.12 -1.00 
RS3 4.22 3.31 -0.91 
RS4 4.31 3.11 -1.20 

 AS1 4.11 2.86 -1.25 



 
 

Singaporean Journal of BuSineSS economics, and management studies 
 
 

7 

Assurance AS2 4.15 2.93 -1.22 
AS3 4.22 2.85 -1.37 
AS4 4.22 2.98 -1.24 

 
Empathy  

EM1 4.29 2.88 -1.41 
EM2 4.06 3.08 -0.98 
EM3 4.20 3.06 -1.14 
EM4 4.31 2.95 -1.36 

Overall average gap score for five dimensions  -1.12409 
Source: Field Survey, 2014/15 
 
The items rated highest for actual service perceived were, convenient organizational structure for service 
delivery (4.48), enough equipment to provide service (3.58), convenient service hour (3.19) employees provide 
services at the promised time to do so and employees telling exact time when services will be performed each 
rates (3.16). There is no so much difference between the scores of perceptions but are generally lower than 
expectations. The largest gaps scores were, maintaining error free records (- 1.47), giving customers individual 
attention (-1.41), employees consistently courteous for their customers (-1.37) and employees understanding the 
need of their customers (-1.36). Overall average gap score for five dimensions show -1.12409 rating this 
indicates the expectation of the customers for the service provided by ACSI exceeded by 1.12409. Hence, 
Customers use these five dimensions to form their judgments of service quality, which are based on a 
comparison between expected and perceived services.  
Factor Analysis for the Difference between Perceptions & Expectations: This analysis is based on the 
Common Factor Model, which proposes that each observed response.  

 
Table 5.4:  Rotated Component Matrix 
Dimensions Component 

1 2 3 
TA1   .694 
TA2   .873 
TA3   .680 
TA4 .706   
TA5 .792   
RL1 .577   
RL2 .683   
RL3 .759   
RS2 .689   
RS3 .709   
RS4 .611 .522  
AS1  .572  
AS2  .738  
AS3 .533 .598  
AS4  .480  
EM1  .570  
EM2  .824  
EM3 .521 .598  
EM4  .603  
- Extraction Method: Principal Component Analysis. 
- Rotation Method: Varimax with Kaiser Normalization. 
- a. Rotation converged in 5 iterations. 
Source: Field Survey, 2014/15 
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From the former table it can be realized that items from different dimensions are regrouped under the same 
factor and some items from one dimension are found to fall in more than factor like AS3, RS4 and EM3. This 
factor analysis proves that SERVQUAL model is  good measure of service quality in ACSI because as 
researcher expect to see, similar items fall under the same factor showing that they measure the same thing 
especially in the component matrix this was shown under the same factor. In this case, just the items under the 
reliability dimension fall under the same factor. 

Table 5.5: Total Variance Explained 

Component 

Initial Eigenvalues 
Extraction Sums of Squared 

Loadings 
Rotation Sums of Squared 

Loadings 

Total 
% of 

Variance Cumulative % Total 
% of 

Variance 
Cumulative 

% Total 
% of 

Variance 
Cumulative 

% 
1 9.613 50.595 50.595 9.613 50.595 50.595 5.174 27.233 27.233 
2 1.508 7.938 58.533 1.508 7.938 58.533 4.436 23.347 50.580 
3 1.123 5.911 64.444 1.123 5.911 64.444 2.634 13.863 64.444 
4 .797 4.194 68.638       
5 .745 3.923 72.561       
6 .682 3.587 76.148       
7 .630 3.318 79.466       
8 .558 2.936 82.402       
9 .473 2.489 84.891       

10 .431 2.268 87.159       
11 .408 2.148 89.308       
12 .355 1.866 91.174       
13 .315 1.658 92.832       
14 .282 1.484 94.316       
15 .262 1.380 95.696       
16 .233 1.228 96.924       
17 .219 1.151 98.075       
18 .207 1.090 99.165       
19 .159 .835 100.000       

Extraction Method: Principal Component Analysis. 
Source: Field Survey, 2014/15 
 

The table denotes how much of the total data fit into the five factors and this is carried using variance. The total 
variance percentage accumulated in the three component factors is 64.44% and the component factor 1 carries 
27.223% of data indicating that most of the data fits into that factor. The other two factors carry above 18 % 
each and show relatively low fit of data in the factors. 

Multiple Regression Analysis: The stepwise multiple regressions and its ANOVA are summarized as follows 
in the following table (table 5.6):  
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Table 5.6: Model Summary 
 

 
 
 
 
 
 

Table 5.7 indicates one –way ANOVA Test used to test equality of the group’s means. It tests the group’s 
variances. From the results obtained the p-value .000 is less than the significant level 0.05. Thus, the lower p-
value, the less likely the result is if the null hypothesis is true, and consequently the more significant the result 
is, in the sense of statistical significance.  Thus, the alternative hypothesis is accepted (i.e. rejects a null 
hypothesis) if the p-value is less than 0.05 or 0.01, corresponding respectively to a 5% or 1% chance of rejecting 
null hypothesis when it is true. It means there was a significant correlation between dependent variable and 
independent variables. Therefore, customer satisfaction level depends on service quality dimension in ACSI. 
 
Table 5.7: ANOVA test 

 

 
 

 
 
 
 
 
 

 
Table1 5.8: Correlation Structure between Research Question & Customer Satisfaction 

  
Tangible Reliability Responsiveness Assurance Empathy 

customer 
satisfaction 

Tangible Pearson Correlation 1 .741** .632** .658** .670** .574** 
Sig. (1-tailed)  .000 .000 .000 .000 .000 
N 85 85 85 85 85 85 

Reliability Pearson Correlation .741** 1 .793** .782** .767** .722** 
Sig. (1-tailed) .000  .000 .000 .000 .000 
N 85 85 85 85 85 85 

Responsiveness Pearson Correlation .632** .793** 1 .771** .727** .727** 
Sig. (1-tailed) .000 .000  .000 .000 .000 

Assurance Pearson Correlation .658** .782** .771** 1 .818** .663** 
Sig. (1-tailed) .000 .000 .000  .000 .000 
N 85 85 85 85 85 85 

Empathy Pearson Correlation .670** .767** .727** .818** 1 .748** 
Sig. (1-tailed) .000 .000 .000 .000  .000 

Customer 
satisfaction 

Pearson Correlation .574** .722** .727** .663** .748** 1 
Sig. (1-tailed) .000 .000 .000 .000 .000  

**. Correlation is significant at the 0.01 level (1-tailed). 
Source: Field Survey, 2014/15 

Model R R Square 
Adjusted R 
Square Std. Error of the Estimate Durbin-Watson 

1 .804a .646 .623 .43094 1.880 
a. Predictors: (Constant), empathy, tangible, responsiveness, assurance, reliability 
b. Dependent Variable: customer satisfaction 
Source : Field Survey,2011 

Model Sum of Squares Df Mean Square F Sig. 
1 Regression 26.761 5 5.352 28.820 .000a 

Residual 14.671 79 .186   
Total 41.433 84    

a. Predictors: (Constant), empathy, tangible, responsiveness, assurance, reliability 
b. Dependent Variable: customer satisfaction 
Source : Field Survey, 2014/15 
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Hypothesis tests based on correlation table: 

H0: From the customer satisfaction perspective, there are no significant relationship between overall perceived 
service quality and customer satisfaction. Because of the above result the P< 5% the null hypothesis is rejected 
and the alternate hypothesis is accepted because the perceived service measuring dimensions have crate 
significance at p<.001 and correlate positively as shown the table 12, and also the next hypothesis also fulfills 
the condition since the condition of alternate hypothesis is fulfilled. 

H1: There is significant relationship between customer satisfaction and service quality provided by ACSI as the 
test show above. The overall predictability of the model is shown in the table above. The adjusted R square 
value of 0.623 indicates that the model explains about 62.3% of the factors responsible for service provided by 
ACSI explained by other factors(variables) and to create the customer satisfaction, which is significant 
(F=28.82, p < 000). F values imply that the model and data are well fit in explaining customer satisfaction in 
ACSI service. 

To identify which service quality dimensions were correlated strongly with satisfaction, multiple regression 
analysis was conducted with the five subscales of service quality dimensions as predictor variables and 
satisfaction as the dependent variable. The satisfaction variable index was based on the arithmetic mean of six 
consecutive items on the scale, used for measuring general satisfaction criteria.  The mean value for the 
satisfaction variable was x = 3.1882, with a standard deviation of 0.70231 as shown on the table above. This 
means the respondents agreed that they were satisfied with the service provided by ACSI (satisfaction was 
measured on a five-point scale from 1 (strongly disagree) to 5 (strongly agree). A Cronbach’s alpha coefficient 
calculation of 0.941 showed the 6-item instrument to be internally reliable. 

Hypothesis 3 

H1: The tangible, reliability, responsiveness, assurance and empathy have positive influence on customer 
satisfaction in ACSI. This hypothesis is tested by using stepwise multiple regressions as indicated on the table 
below. 

Table 5.9: Stepwise Regression Results of Dimensions with Customer satisfaction 
Model Predictor B 

coefficient 
β 

value 
t-

value 
p-

value 
F-

ratio 
Adjusted 

R2 
Durbin 
Watson 

1 (Constant) 
Responsiveness 

.948 

.706 
 
.727 

3.987 
9.656 

.000 

.000 93.237 
.523 1.942 

2 (Constant) 
responsiveness 
assurance 

.777  3.167 .002 
51.114 

.544 1.872 
 .517 .533 4.610 .000 

.265 .252 2.183 .032 
3 (Constant) .503  2.147 .035 

46.398 

.619 1.876 
Responsiveness .401 .413 3.770 .000 
Assurance -.069 -.066 -.502 .617 
Empathy .539 .501 4.124 .000 

4 (Constant) .388  1.612 .111 
 
 
36.434 

 
 
 
.628 

 
 
 
1.889 

Responsiveness .315 .324 2.706 .008 
Assurance -.127 -.121 -.910 .365 
Empathy .475 .442 3.548 .001 
Reliability .253 .220 1.743 .005 

5 (Constant) .419  1.545 .126 

28.820 

 
 
 
.623 

 
 
 
1.880 

Responsiveness .315 .325 2.695 .009 
Assurance -.125 -.119 -.887 .378 
Empathy .481 .448 3.523 .001 
Reliability .269 .234 1.701 .003 
Tangible -.031 -.027 -.258 .797 

Note: value of p the estimate: p < 0.05                   Source: Field Survey, 2014/15       
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Stepwise regression was used to examine the relative importance of the five service quality dimensions in 
determining satisfaction. A significance level of 5% was used. The model to be tested was: 

                                     Y =β+ βx1 + βx2 + βx3 + βx4 + βx5 + u 

Where Y = Customer satisfaction; x1 = Tangibility; x2 = Reliability; x3 = Responsiveness; x4 = Assurance; x5 
= Empathy; and u = Constant 

To find the best regression model, an automated selection procedure of stepwise regression was applied. In the 
stepwise solution, the tests are performed at each step to determine the influence or contribution of each variable 
already in the equation as if it were entered last. So by doing this it makes it possible to select a set of 
independent variables that best predict the dependent variable, and thereby eliminate unnecessary variables. The 
order of the inclusion of the independent variable is determined by the contribution of each variable, to explain 
the variance in the independent variable (Hair et al. 1998). In this case, the variable that explains the greatest 
amount of variance is entered first; the variable that explains the greatest amount of variance in conjunction with 
the first variable is entered second, and so on. The independent variables which do not meet the pre-established 
statistical criteria for inclusion in the equation are deleted at each successive step. 

To test whether the assumptions of linearity and independence were met by Statistics on variables that entered 
the regression equation and that, collectively, explained portions of the variance in the dependent variable are 
summarized in Table 13 above. The overall F-test for the final regression model was highly significant (F = 
36.434, p < .05), F values imply that the model and data are well fit in explaining customer satisfaction in ACSI, 
with four service quality dimensions entered the resulting equation: empathy (β = .442, p < .05), responsiveness 
(β = .324, p < .05) reliability, (β = .220, p < .05), and the least assurance (β = -.121, p > .05). Results imply that 
increasing the quality of responsiveness, empathy and reliability will inherently increase customers’ total 
satisfaction towards ACSI service quality this indicates the statistically significant in this test. However, 
Assurance and Tangibles dimension appears to be statistically insignificant in this test. Table 13 shows the 
outcome of testing the moderating hypotheses 3. Firstly, the interacting variable (Assurance x customer 
satisfaction) is insignificantly and negatively correlated with customer satisfaction (β=-0.121, p>0.05), therefore 
H3 is rejected in case of assurance and accept null hypothesis. Secondly, the interacting variable (Tangibles x 
customer satisfaction) is also insignificantly and negatively correlated with customer satisfaction (β=-0.027, 
p>0.05), therefore H3 is also rejected in case of tangibles dimension and accept null hypothesis. 

The explanatory power of this model, as reported by the adjusted R2 value was 0.5, suggesting that 50 percent of 
the variability in the subjects’ overall satisfaction was predicted by the service quality dimensions. According to 
Cohen (1988, p. 79-81), this effect size can be considered as large. Stepwise ordering of service quality 
dimensions that entered the regression equation is as follows: Responsiveness was the first variable that entered 
the equation as it was the most relevant in explaining satisfaction. It alone contributes 52.3 percent of the 
variation. At Step 2, Assurance entered the regression equation and it improved the predictive efficiency of 
service quality (R-square) from 52.3 to 54.4 percent. Empathy, the next variable to enter the equation at Step 3, 
accounted for an additional 7.5 percent of the variation. Reliability was the 4th predictor that entered the 
equation and accounted for an additional 0.9 percent of the variation. In the 5th step all dimensions are entered 
the result of R2 accounted 62.3%, the value decreased by 0.6 percent from the 4th step, but the dependent 
variable is still explained 62.3% by five dimensions the rest is explained by other external factors. The Durbin 
Watson test also shows the variables have no auto correlation problem all results are approaching to 2 as shown 
on the table above. 

The relative importance of the service quality dimensions was indicated by their Standardized β coefficients. As 
is evidence from Table 13, the strongest impact on customer satisfaction in ACSI was by Empathy (β = 0.442).  
The next most important was responsiveness (β = 0.324), followed by Reliability (β = 0.220) and Assurance (β 
= -0.121). The equation of the model will be expressed as: - Y=0.419-0.027x1+0.234x2+0.325x3-
0.119x4+0.448x5+u, depending on the 5th step regression result. This indicates that when any perceived value of 
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predictors changed by one percent the customer satisfaction will be changed by increasing the service provided 
by ACSI.  

The Importance of the Features for Respondents: The respondents were asked to give weight the five 
features from hundred percent and to select the important feature by ranking from very important to least 
important as shown below. According to their rate 35 respondents’ rate 81-100% from hundred; 21 respondents 
rate 71-80%; again 21 respondents also rate 51-70%; and 4 respondent’s rate below 50%. This shows that 89% 
of the respondents assure the importance of the features for the organization to provide service and to bring 
customer satisfaction in the ACSI service. The respondents ranked the dimensions based on the importance for 
their service, according to their order Responsiveness, reliability and empathy are 1st important features. The 2nd 
important features are also ranked reliability, responsiveness and empathy consecutively. Tangibility and 
assurance ranked as least important features for their satisfaction on ACSI service. 

Table 5.10: Respondents Rank Summary of Features 
 Dimensions (features) 1st important 

feature 
2nd important 

feature 
Least important 

feature 
1TA The appearance of ACSI facilities, 

equipment, Personnel & 
communication materials. 

2 
Respondents 

4 
respondents 

25 
Respondents 

2RL ACSI employees’ ability to perform 
the promised service dependably and 
accurately. 
 

28 
Respondents 

31 
respondents 

7 
Respondents 

3RS ACSI employees’ willingness to help 
customers and provide prompt service. 
 

30 
respondents 

21 
respondents 

9 
Respondents 

4AS The knowledge and courtesy of ACSI 
employees and their ability to convey 
trust and confidence. 
 

9 
respondents 

11 
respondents 

27 
Respondents 

5EM  The caring, individualized attention 
the employees of ACSI provides its 
customers service. 
 

11 
respondents 

14 
respondents 

11 
Respondents 

Source: Field Survey, 2014/15 
 

Conclusion and Recommendation 

From hypothesis result, a correlation analysis was performed to identify the relationship among service 
dimensions and overall customer satisfaction. Analysis from the correlation matrix indicates that  customer 
satisfaction as it would be expected, significantly and positively correlated with perceived satisfaction tangible, 
reliability, responsiveness, assurance and empathy of service quality in ACSI services. The result of the 
correlation analysis further suggests that satisfaction is high, if perceived satisfaction with five service quality 
dimensions experienced. As expected in hypothesis one and two the relationship of perceived value and 
customer satisfaction and overall service provided is positive, it shows that the relation is significantly correlated 
with the dependent variable. 
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Based on the regression analysis, it showed that the empathy dimensions showed strongly significant 
relationship in explaining the perception on the total of service. This indicates that customer needs the provision 
of caring individual attention to customers. Employees make customer feel comfortable when dealing with 
them, employee is polite. On the other hand employees’ willingness to help customers and provide prompt 
service, and employees’ ability to perform the promised service dependably and accurately also has next strong 
significant relationship in explaining perception. In the regression analysis the independent variables explain the 
dependent variable customer satisfaction by 62.3% the rest satisfaction of customers is explained by other 
factors.  

From the importance of the give dimensions the result indicates that customers are interested in employees’ 
willingness to help customers and provide prompt service, and employees’ ability to perform the promised 
service dependably and accurately and customer needs the provision of caring individual attention to customers. 
Employees make customer feel comfortable when dealing with them, has got highest value when they evaluate 
the importance of the features. Moreover, the features of the physical environment of the organization, 
employees’ neatness, knowledge, courtesy and their ability to convey trust and confidence ranked as least 
important feature in the ACSI. 

Recommendation  

The outcome of the study suggests that to provide quality service in order that satisfy customers with this aspect, 
the organization in this kind of service sectors need to improve on the dimensions of service quality. 
Management of organizations should examine those other factors apart of service quality that the customers 
satisfied or dissatisfied. In this case, the management should always adjust on those other factors to provide its 
customers with the best values and also dictate the important dimension(s) to lay more emphasis on in order to 
improve service and/or customer satisfaction. 

The overall perceived service quality in gap score test is low as expectations exceed perceptions meaning 
customers desired more than what was offered to them. As a result of this gap, it is clear that consumers are not 
satisfied. Evaluating the perceptions and expectations of customers, it can be seen that no dimension of service 
quality brings customer satisfaction. Evidence from the study show that, Finance ACSI should  improve 
performance on all the dimensions of service quality in order to increase customer satisfaction since customers 
expect more than what is been offered by the institution. This will enable the sector to maintain high level of 
competitiveness. 

ACSI should also provide values that the customers’ desire, and when this is done, the customers will be 
satisfied. Satisfying the customers by making sure they obtain good quality services is the latest strategy for 
organizations in today’s business environment. That is why companies and organizations are going in for total 
quality management to improve the quality because quality has a great impact on customer satisfaction (Kotler, 
et al., 2002). This finding reinforces the need for sector managers to place an emphasis on the five dimensions of 
service quality in the public organizations. Results of this study should encourage strategy development for 
superior service quality management particularly in the areas of reliability, empathy and responsiveness. 
Training programs should be tailored equip staff with necessary skills to better serve the customers.   

The findings from this research are relevant to academic categories of customer; employee and policy makers in 
order to handle the customers properly.  
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