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Abstract

Aim of the Paper: This study investigates the appropriateness of SERVQUAL and
SERVPEREF as two widely-used Service Quality (SQ) measures for retail bank
services in Kuwait and their predictive power for affective services responses
(satisfaction and trust) and attitudinal/relational responses (word-of-mouth,
recommendation, social media engagement, loyalty, and switching intentions).
Study Design: Using a survey methodology, data is analyzed using Confirmatory
Factor Analysis followed by Covariance - based Structural Equation Modeling.
Sample and Data: A random sample of (846) Kuwaiti bank customers is used.
Results: Internal structure of both quality scales differ from their original
conceptualizations. The three factor-SERVQUAL model is the best predictor of
dependent variables.

Conclusion: SQ exerts direct effects on bank satisfaction and trust. Allocating
resources to improve bank SQ can be based on the outcomes of the importance-
weighted 3-factor SERVQUAL performance-minus-expectation rather than the
performance-only measures. Future research may examine these results using
longitudinal data analysis.

Keywords: SERVQUAL, SERVPERF, service quality, trust, satisfaction, WoM,
recommendation, loyalty, switching, social media engagement.

Introduction

Service quality (SQ) is a major topic that received considerable attention in the
service research literature for its many desirable effects on brand image, perceived
brand value, and ultimately on market success (Cho and Pucik, 2005, Berry, 1995).
This is particularly true of the banking service industry because it involves
managing financial needs with relationships expected to last over an extended
period. Importance of delivering superior quality in a highly competitive financial
market is self-evident; as earlier research contended that maintaining SQ leadership
helps companies to effectively differentiate their service offerings from competition.
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Not surprisingly, pursuing SQ excellence became a compelling management driver of
customer perceived value (e.g., Sureshchander et al., 2002; Newman, 2001),
enhanced brand recognition, customer’s tolerance to premium pricing, and adoption
of new services through lower perceived risk (Gremler and Gwinner, 2000).
Investing in superior SQ is justified by management provided that high SQ can
be used as a key selling point to attract new customers (Berry et a/., 1994) and be
leveraged to maintain strong customer loyalty to increase customer lifetime value
(Kang and James, 2004; Yoon and Suh, 2004; Cachon and Harker, 2002).
However, SQ has been an elusive construct to be profitably managed especially
as firms feel that quality improvements are not producing expected returns (Rust
et al., 1995). Its measurement is notoriously more difficult to evaluate in service
contexts compared to tangible products, and its conceptualization has remained
a contentious topic, leading to the advancement of competing customer-perceived
SQ models (for a review, see Seth et al., 2005). As services become increasingly
global, measurement and control of SQ is further complicated.

To date, two key positions seem to dominate SQ measurement to explain how
SQ is formed by consumers (e.g., Carrillat et al., 2007). Proponents of SERVQ-
UAL postulated that SQ judgments result from perceived “Gaps” in important
attributes arising from cognitive comparisons between the pre-service expectation
and the perceived quality performance of each SQ aspect (Parasuraman et al.,
1985; 1988). In criticizing SERVQUAL for methodological and conceptual
problems, proponents of SERVPREF model disputed the role of expectations,
suggesting that SQ should be explained solely by how well customers evaluate
service performance on attributes that matter to them rather than engaging in
cognitive comparisons to arrive at service gaps (Cronin and Taylor 1992).

Another layer of SQ research controversy pertains to the cross-cultural
measurement validity. It stems from questioning the appropriateness of applying
existing SQ scales to host markets/countries with national cultures that are distinctly
different from Western markets where these instruments were originally developed,
validated and applied. Many research studies have shown that the service quality
perceptions, evaluations and importance assigned to each service attribute vary
considerably across different cultures (e.g., Donthuand Yoo, 1998). Establishing SQ
measurement validity in host-market is becoming more critical as services constitute
the larger portion of total World GDP and the fact that internationalization of
services seems to be growing much faster than growth in international service
research. In this regard, Anderson and Fornell (1994) concluded that for scarce firm
resources to be used effectively, more research should address cross-national
measurement of satisfaction. Consequently, given that SQ is considered to be
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a primary antecedent of customer satisfaction (e.g., Cronin and Taylor 1992), more
research effort is needed to uncover cross-cultural differences in SQ measurement.
Mattila (1999) studied differences in response to service encounters between Asians
and Americans and found marked differences in the evaluation process of luxury
hotels service for these two groups. Interaction between SQ and cultural traits was
investigated by Furrer et al. (2000) who found significant correlations between
SERVQUAL components and Hofstede cross-cultural dimensions of national
character, concluding that companies should be aware of such differences when
allocating resources to manage SQ in international contexts.

In view of the challenges of utilizing SQ models cross-culturally, this study
attempts to fill this research void by applying SERVQUAL and SERVPEREF to
measure SQ of bank services operating in Kuwait as an exemplar of non-Western
Middle-Eastern market. A major objective of this paper is to empirically examine
the more appropriate instrument that can capture SQ dimensions as outlined by
each model in host market, especially as retail bank services were used to refine both
instruments by their original authors. To customers, banking services differ from
other services (e.g., retailing, health care, travel) in terms of ambiguity of service
value (received benefits in light of sacrifices), locked-in relationship (account
contractual agreement, loans, and mortgages) and the banking industry is highly
concentrated with little services differentiation and narrow margin of innovation
due to strict rules of financial governing agencies (e.g., central banks and
international agreements). While the two scales are popular, no studies were
found that tackled SERVQUAL and SERPERF in the Kuwaiti banking, while the
vast majority of published studies either dealt with cross-cultural differences in
internal quality (employee) using SERVQUAL in non-bank industries (Buda et al.,
2006), or using other scales to measure SQ in retailing settings or using a single bank
(Othman and Owen, 2001) without establishing empirical validation of SQ factors
(Welch and Raven, 2006). Furthermore, this study extends SQ measurement by
incorporating post-service constructs including affective responses to the service
(satisfaction and trust), as well as attitudinal/relational outcomes including word-
of-mouth, willingness to recommend, engagement in social media, loyalty and
intention to switch. In conducting this study, bank management can better measure
and benchmark customers’ perceptions of their service quality using the more
appropriate instrument to positively influence cognitive and emotional reactions to
their services. This paper concludes with recommendations on the measurement
and control of SQ in non-Western Middle-Eastern culture, and how it relates to
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customers’ important post-purchase emotions, attitudes, and planned behaviors
that can fortify the market position of these financial service providers. (see figure 1
for conceptual model and hypotheses).

Figure 1
Proposed Model and Hypotheses
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Literature Review and Hypotheses
SQ Measurement

SQ has been conceptualized as a cognitive process or as an emotional response to
service experience process (e.g., Edvardsson, 2005). Zeithaml (1988) defined
customer’s perceived service quality as a relative judgment where the assessment
of the overall excellence or superiority of the service and consider it as a higher level
of abstraction that transcends attribute-level evaluations. In attempting to harness
SQ as competitive tool, management attention in service organizations has devoted
their attention to track and control their SQ, either directly using self-reported
measures (e.g., customer feedback, complaint registries, surveys and quality
benchmarking), or indirectly using proxy measures (e.g., observations, sales and
returns trends, and posted comments). However, despite the managerial importance
of SQ, and the sustained growth of services sector in the GDP, SQ measurement for
managerial diagnostic and control purposes started to gain serious momentum only
during the past three decades. As a result, while several SQ models were added to
marketing literature (Seth ef al., 2005), SQ literature has been dominated by two
empirical approaches to measure SQ for managerial decision-making process,
namely: SERVQUAL and SERPERF. These two-prevailing paradigms of service
research view SQ as the direct consequence of the service exchange encounter
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process, where customers evaluate overall SQ judgement using formative overall SQ
measures of relevant service attributes weighted by their importance. From this
perspective, it has been proposed that customers rely on their SQ evaluations to serve
as antecedents to a ““chain-linked” post-service constructs including satisfaction,
perceived service value, brand image, trust, customer engagement, and loyalty (e.g.,
Hapsari et al., 2017, Tanford, 2016).

SERVQUAL: Disconfirmed Expectancy Gap

Ghobadian ef al., (1994) argued that “customer-led” quality is widely used
where quality evaluations are based on the extent to which customers’ require-
ments and aspirations are met. According to Groonroos (1984), SQ is
conceptualized as the difference between what customers expected from a service
and what they actually received during the service encounter along three major
dimensions: (1) Technical (what customers receive), (2) Functional (how customer
received the service), and (3) Image (cumulative effects of technical and functional
quality on perception of service provider). Later research expanded this concept to
include more precise dimensions of service quality.

The theoretical framework of the SERVQUAL model, originally developed by
Parasuraman et al., (1985), is based on the perceived gap between customer’s
expectation of key service attributes and the actual performance of these attributes.
This GAP model originally identified ten domains of SQ: access, communication,
competence, courtesy, credibility, reliability, responsiveness, security, tangibles, and
understanding the consumer. The scale was later refined to become the SERVQUAL
model (Parasuraman et al., 1988, 1991, 1994). According to the later conceptualiza-
tion, overall SQ is a function of 22 service attributes that are evaluated in light of
prior expectations with respect to the five dimensions of SQ: (1) Tangibility (physical
environment and personnel), (2) Reliability (dependable and error-free service), (3)
Responsiveness (timely customer assistance), (4) Assurance (employee confidence,
knowledge and trust), and (5) Empathy (devoted care to customers). SERVQUAL
dimensions are measured by calculating the difference of expectations and
performance and identifying negative and positive gaps. All SERVQUAL items
are listed in Appendix 1.

Ignoring cultural differences when applying the SERVQUAL model as
diagnostic tool to manage SQ in cultures that are different from the original
culture where the model was originaly developed may lead to erroneous
conclusions and ultimately to wasted marketing resources. Fureret et al. (2002)
raised serious concerns about the cross-cultural validity of customer perceptions
of service quality as well as the relative importance assigned to service attributes.
Our selected review of published articles using SERVQUAL model (see appendix
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2) showed the tendency for several studies to use the model without examining its
internal structure (Akdere et al., 2018; Al-Neyadi et al., 2018; Dopeykar et al.,
2018; Albarq 2013; Al-Borie and Damanhouri, 2013). Furthermore, while several
studies showed other models (e.g., SERVPERF) to be superior (Gong and Yi,
2018; Machado et al., 2014; Andronikidis and Bellou, 2010; and Garg and Verma,
2010); other studies showed SERVQUAL to be acceptable in its original
conceptualization (Bayraktaroglu and Atrek, 2010; Raven and Welsh 2004), or
need to be changed to different factorial forms (Ayyagari and Parahoo, 2018; Ali
and Raza, 2017; Tefera and Govender, 2016; Butnaru et al., 2014; Panda and
Kondasani 2014; Kayabaq et al., 2013; Bayraktaroglu and Atrek, 2010; Arasli,
et al., 2005). In the Kuwaiti banking context, applying the SERVQUAL gap
methodology between expected and realized SQ without empirical assessment as a
reliable and valid measure is unacceptable. Moreover, several researchers doubted
the effect of prior expectations on the formation of quality assessment in
international contexts (Gong and Yi, 2018). In conclusion, while some studies
supported the use of SERVQUAL in its original form, many other studies
disputed its appropriateness, and either modified the SERVQUAL, or replaced it
with their own SQ scales. Given this state of confusion regarding the applicability
of SERVQUAL to measure SQ for Kuwaiti customers in the banking sector, this
hypothesis is offered to assess its relevance. Hence, it can be expected that:

Hy:  The strength (high/low) and valence (positive/negative) of gaps between
expected bank service and actual bank service performance influences
(increases/decreases) perceived SQ.

SERVPEREF: Performance-Only Judgments.

In criticizing the SERVQUAL, Cronin and Taylor (1992) questioned the need
for the expectation-performance disparity to measure perceived SQ, especially as
results from empirical studies showed the factor structure of SEEVQUAL to be
inconsistent (Brady and Cronin, 2001). They proposed that measuring perfor-
mance is adequate by itself to assess SQ. While their operationalization of SQ in
SERVPERF was performance-dependent, their conceptualization didn’t rule out
expectation as a standard of comparison to arrive at SQ judgements, but rather
proposed that customers don’t explicitly evoke such mental comparisons when
they evaluate service attributes performances because they directly arrive at their
evaluations in light of spontaneous mental comparisons.

Several published comparative studies in international contexts showed
SERVPEREF to outperform SERVQUAL (Gong and Yi, 2018; Machado et al.,
2014; Andronikidis and Bellou, 2010; Garg and Verma, 2010). Hence, when
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measuring SQ in Kuwait, it is unknown whether the performance-only SERPERF
model can provide an equivalant or even better measure of SQ than SERVQUAL.
In light of this uncertainty, it is possible to expect that:

H,:  Customers’ perceived level of bank SQ is determined by the quality of
performance of relevant attributes of bank services.

Post-Consumption Affective Responses and Outcomes

In order to retain customers over the long run, marketers need to focus on
building positive and memorable service encounters. Berry (1995) has long
recognized that when businesses succeed in building effective relationship market-
ing, they can reduce the cost of prospecting customers and generate higher revenue
per customer. Reinartz and Kumar (2003) found effective Customer Relationship
Management (a useful tool to manage SQ) to support both offensive customer
strategies (customer acquisition) and defensive strategies (customer retention).
In banking services, Ryals (2005) extended the role of relationship marketing to
focus on profitable retention and acquisitions to enable salesforce to cross-sell,
upsell, and bundle-sell services to customers. Crosby et al., (1990) proposed that
buyer-seller relationship quality, mainly composed of satisfaction and trust, is
a significant determinant of effective selling of services. In light of this research
evidence, this study adopted satisfaction and trust as primary consequences of SQ.

Customer satisfaction level is one of the more pronounced determinants of
positive relationship that consumers experience from past encounters with the
service providers. Satisfaction represents evaluation of the service encounter in
light of costs and benefits. This is consistent with the tenets of Social Exchange
Theory (Cropanzano and Mitchell, 2005) stipulating that inputs and outcomes of
each exchange party should be equitable in order to retain future relationships; as
such, customers expect equity in dealing with sellers for the resources they bring
into these relationships. In their study of relationship continuity, Selnes (1998)
found satisfaction and trust to determine buyer-seller relationship. By studying
satisfaction determinants in Canadian bank industry, Terrence et al. (1996) found
SQ to be a major determinant of satisfaction. Hence, a high level of SQ provides
customers with assurances that service providers are competent enough to be
chosen over competing alternatives and vice-versa. Therefore, it is expected that:

Hs:  Customers’ perceived level of SQ directly influences customer’s satisfaction
with their banking service

Morgan and Hunt (1994) conceptualized “Relationship Marketing” to be com-
posed of two distinct constructs: Trust and Commitment, where the former serves as the
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primary antecedent of the latter. Trust has been conceived as a belief-based attitude that
lead exchange partners to expect future behavior to conform to agreement (Raimondo,
2000), and trust has been used synonymously with confidence, integrity, credibility and
reliability of the exchange partner (Sichtmann, 2007; Morgan and Hunt ,1994). While
its intuitive to expect trust to determine continued buyer-seller relationships, few studies
have shown conflicting evidence. For example, Selnes (1998) found trust to be
instrumental in enhancing the scope of relationship but was inconsequential to
the continuation of the relationship once started. Furthermore, Grayson and Ambler
(1999) replicated the study of Moorman et al., (1992) and found empirical evidence to
question the role of trust in customer retention in the long run. Their explanation for
their findings pointed to the rising expectations that buyers make over time from their
service providers, leading to the inability to produce satisfactory results, and ultimately
to relationship breakup. However, in both studies, services studied were in a B2B
settings involving sophisticated services. It’s unknown whether such role of trust is also
present in B2C relationship that is characterized by moderate involvement and services
with relatively high duration (i.e., loans, deposits, credit cards, etc.). In light of expected
role of trust, it is expected that:

Hy:  Higher levels of customer satisfaction with the service should lead to higher
levels of trust in their bank as a service provider.

Post-Service Attitudes and Intentions

Customers’ evaluations of received services often generate positive or negative
emotions and serve as concrete, significant and prominent reference sources that shape
what they think and how they feel about the service experience. Customers tend to
engage in positive behavioral inclinations (Willing to Recommend) and in expressive
behaviors in traditional ways (Word-of-Mouth or WoM) and more recently, inclina-
tion to engage in social media (i.e., E-WoM) about the services. Following the tenets of
Stimulus-Response Theory (e.g., Srinivasan and Kesavan, 1976), positive and negative
WoM can be viewed as responses to the experiences received from the service. Evidence
from research conisded WoM to be instrumental the formation of attitudes toward the
service provider (Berger, 2014; Berry, 1995). In her conclusion, Richins (1983) found
that when complaints are not encouraged and settled, customers’ negative WoM
become a prefferred course of action. Its logical to expect that failing to encourage
customer complaints when they need to do so will lead to greater harm to the reputation
of the company notwithstanding financial costs to settle complaints.

While WoM can be viewed as an active voicing of opinion about services and
their providers, a more indicative construct of how customers are infatuated with
the service is their willingness to recommend it to others. In their study of this
construct, Boles et al. (1997) showed that buyers who showed stronger liking for
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salespeople services were more likely to recommend their service providers to
others. Given the above discussion, it is reasonable to expect a positive role of trust
on WoM, E-WoM and Willingness to Recommend as follows:

Hsa:  As trust increases, customers are expected to engage in positive WoM about
their bank services.

Hsg: As trust increases, customers are more likely to engage in positive E-WoM
(ie., Social Media Engagement) about their bank services.

Hsc:  As trust increases, customers will be more willing to recommend their bank
services to others.

The significance of WoM as a precursor to psychological and behavioral loyalty
has been extensively researched (e.g, Bansal and Voyer, 2000). More recently, Lopez,
and Sicilia (2013) called for the use of WoM as a more preferred tool of customer
generated marketing to facilitate new product introduction to consumers. Other
researchers questioned the role of WoM in forming behavioral intentions (Wangen-
heim and Bayon, 2004) and proposed that WoM effectiveness depends on source
characteristics and perceived risk. In view of mainstream research supporting the role
of WoM, one may expect a positive influence of WoM (and E-MoW) on reducing
switching intentions (Bansal ez al., 2005). Therefore, these hypotheses are advanced:

Hga: Positive WoM should be negatively related to customers’ intention to switch
their bank.

Hep: A positive E-WoM (Social Media Engagement) about the service should
lower customers’ intention to switch their bank.

Hgc: A higher level of willingness to recommend their bank to others is inversely
related to customers’ intentions to switch their bank.

Loyalty has been proposed as an important antecedent of actual purchase
behavior in buying decision process (Dick and Basu, 1994). Behavioral loyalty is
typically measured in terms of repurchasing the same brand when need arises, with
psychological loyalty measures customers’ inclinations to remain loyal, hence,
it becomes an important latent construct that often guides customer choice. In this
study, its proposed that positive behavioral outcomes of SQ should enhance
customer expressed loyalty to their banks as follows:

H,A:  Expressing positive WoM should be positively linked to higher bank loyalty
H,g: High level of positive E-WoM (Social Media Engagement) is positively
associated with bank loyalty.

H,c: A higher level of willingness to recommend is positively related to bank
loyalty.
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Research Methodology

Study Context: Country Selection and Banking System

Kuwait has several marked differences from Western markets, especially in
terms of national culture and character. Using Hofstede (1980) dimensions of
national character, Kuwait, as part of the Arab cluster, scores high on power
distance, scored relatively high on collectivism and low on individualism (for
example, Ali, et al., 1997), and is characterized by relatively high Uncertainty
Avoidance and high Masculinity (Hofstede 1983).

Kuwait’s financial system is composed of eleven banks, and the industry has
been stable and resilient in facing the ramifications of the financial crises of 2008,
with a deposit growth standing at average 7.4% (2008-2013). Local banks
achieved a credit penetration rate of 72% in 2013, and this rate fares higher
than 59% for its regional benchmark. Despite adverse market conditions, total
assets grew at a compound rate of 6.3% (2008-2013), and the total loans grew at an
average of 4.7% for 2009-2013. Of eleven banks, four banks controlled 77.4% of
total loan portfolio, indicating high market concentration.

Measures

Survey Scales and Procedures

This research examines the suitability of SERVQUAL and SERVPERF as
alternative approaches to measuring bank service quality in Kuwaiti market and its
relationship to post SQ outcomes. SERVQUAL is operationalized using a 22-item
scale that was originally developed by Parasuraman et al., (1988) and was later
refined to include five dimensions described earlier (Parasuraman et al., 1991).
Respondents answered 44 statements to indicate their expectation (22 items) and
perceived performance quality for each item (22 items), weighted by their importance
for each attivibute. Both SERVQUAL and SERVPERF constructs were measured
using a bi-polar 7-point, Likert-type scale while remaining constructs were measured
using either 5-point or 7-point scale to guard against potential Common Method Bias
(CMB). Two local experts were asked to translate and back-translate procedures to
prevent any possible confusion arising from language differences. Comparisons
between the original version and back-translated versions were satisfactory yielding
almost identical versions. SERVPERF was measured using scales from Cronin and
Taylor (1992) that included all 22 items contained in SERVQUAL scale but
measuring only the weighted quality performance of each aspect of the five
dimensions. Table (1) summarizes scales used for affective and relational constructs.

168



Adel Al-Wugayan

Table 1
Measurement Scales
Scale # of items Alpha Source
SERVQUAL (weighted Gap) ! 22 94 Parasuraman et al. (1994)
SERVPERF (weighted Perf) ' 22 93 Cronin and Taylor (1992)
Total Quality 2 3 78 Bansal, et al. (2005)
Satisfactionl 2 7 96 Price and Arnould (1999)
Trust ! 4 86 Sirdeshmukh et al. (2002)
WoM 2 3 92 Maxham and Netemeyer (2002)
Recommendation ! 3 92 Arnett, et al. (2003)
Social Media Engagement ! 5 96 Sun et al. (2006)
Loyalty ? 3 86 Bloemer and Kasper (1995)
Switching 3 73 Bougie et. al. (2003)

" used a 7-point bi-polar scale 2 used a 5-point bi-polar scale

Study Sample

Data were randomly collected from 913 Kuwaitis with at least one active bank
account with a local bank, resulting in a total of 846 complete surveys that were
deemed usable for analysis. As shown in table (2), demographic characteristics
showed the sample to be relatively female dominant and young, which is consistent
with the Kuwait population age pyramid and the composition of Kuwaiti local
workforce. Almost half of the sample used the bank services for at least 5 years,
and the majority of the sample held bachelor’s degrees.

Table 2
Sample Demographic Characteristics (N = 846)
Gender Age Education Relationship in years
Female = 65.6% 2t-to<25=61% High school = 28% l yearsorless = 7.5%
25t0<50=30% 2-year college = 11% 2to < 3years = 23.5%
Male = 34.4% > 50 =9%  4-year college = 57% 3to < Syears = 19.5%
Post graduate = 4% > 5years = 49.5%

Data Analyses and Results

Assessment of Validity and Internal Structure

Prior to applying Confirmatory Factor Analysis (CFA), gap scores were
calculated as differences between expected performance and actual performance
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for each service attribute, and all calculated variables were checked for linearity
and multicollinearity prior to analysis and found to be within acceptable ranges.
Calculated Cronbach Alpha were high (SERVQUAL= 0.94 and SERVPERF
=(.93), indicating strong composite reliability. Table (3) shows study constructs,
their means, standard deviations, and correlation coefficients.

Table 3
Study Constructs: Descriptives and Correlations

Construct Mean SD 1 2 3 4 5 6 7 8 9
1. SERVQUALs: (Gap) 0.15 1.01 1
2. Total Quality ' 405 094 947 1
3. Satisfaction ! 421 098 417 43" 1
4. Trust 564 147 377 387 767 1
5. WoM ! 426 113 397 437 777 637 1
6. Recommendation 515 1.67 .38 427 767 627 857 1
7.S.M.E 513 173 217 247 40" 317 477 477 1
8. Loyalty ' 324 223 387 407 797 .e2™ 817 837 447 1
9. Switching ' 386 1.49 127 147 297 217 347 337 277 377 1

Note: ™ Correlation is significant at 0.01 level (two-tailed). ' 5-point scale, other scales are 7-point. 2 Social
Media Engagement.

CFA procedures were applied to all 22 gap variables to verify that exogenous
constructs will form as initially expected (see Table 4). Results showed that only
three factors can be retained with Eigen values exceeding 1 in accordance with
Kaiser rule (9.5, 1.41, 1.02), explaining 51.7% of variance. To overcome the
propensity of the Kaiser rule to over-retain factors, Horn Parallel Analyses
procedures were performed to identify the number of factors to retain. Results
showed that only 2 factors can be retained (Eigen values greater than means and
percentiles of random samples). A closer examination of the rotated factor solution
revealed that out of the 22 variables in SERVQUAL scale, 18 variables formed the
first factor relating to Responsiveness, Empathy, Assurance, and Reliability with
factor loadings exceeding .4 as a cutoff for retention. The second variable contained
4 variables, all related to Tangibility. Although these results are inconsistent with
the expected emergence of the five dimensions reported in the literature, they are
consistent with the widely-held view of poor performance of SERVQUAL internal
factor structure (Buttle 1996). As the 2-factor solution is theoretically meaningless,
the 3-factor SERVQUAL was retained for further analysis.
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Table 4
CFA Structure: SERVQUAL and SERVPERF

SERVQUAL3g SERVPERF 4
Item F1 F2 F3 Item F1 F2 F3 F4
RESP2 775 - - REL3 .686 - - -
RESP1 77 - - REL4 .685 - - -
RESP3 765 - - REL2 670 - - -
REL1 135 - - RESP3 .662 - - -
REL2 129 - - RESP4 .652 - - -
EMP4 718 - - RESPI .647 - - -
REL3 701 - - RESP2 .599 - - -
REL4 .684 - - RELS 538 - - -
RES4 .648 - - RESPS5 .502 - - -
RELS .639 - - EMP4 483 - - -
ASSU2 - 125 - ASSU4 - 875 - -
ASSU4 - 716 - EMP2 - 875 - -
EMP3 - 708 - ASSU2 - .559 - -
ASSU1 - .698 - ASSU3 - .539 - -
EMP2 - .697 - ASSU1 - 465 - -
ASSU3 - .691 - EMP1 - - 124 -
RESP5 - .635 - EMP3 - - 155 -
EMPI - .509 - REL1 - - .668 -
TANG4 - - 813 TANG2 - - - 812
TANG2 - - .800 TANG4 - - - .848
TANG3 - - .662 TANG3 - - - 459
TANGI - - .645 TANGI - - - 450

Note:- RESP =Responsiveness, ASSU = Assurance, REL =Reliability, EMP =Empathy, TANG = Tangibility.
Factor loadings below .4 were omitted. SERVQUAL Cronbach Alpha=.94, Eigen values F1=9.5, F2=1.41,
F3=1.02, R2) = 51.2%). SERVPERF Cronbach Alpha =.93 Eigen values F1=9.17, F2=1.55, F3=1.38,
F4=1.21,R2=57%).

SERFPERF internal structure was also examined using the same procedures
applied to the 22 attributes reflecting performance of bank services quality. CFA
results were generally better, showing 4 factors explaining 57%, which satisfied the
Kaiser rule (9.17, 1.55, 1.38,1.21). Horn Parallel analysis was applied and found
that all four factors could be retained. Varimax rotation of retained factors
showed: (1) first factor contained 9 items reflecting Service Reliability and
Responsiveness (similar results were found by Pitt, et al., 1992), (2) second
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factor contained 5 variables representing the Assurance dimension, (3) a third
factor that included 3 variables representing the Empathy dimension, and (4)
a factor that included 4 items reflecting the Tangibility dimension.

Although the internal structures of both models were different from their
original conceptualizations, utilizing the models in assessing SQ may need
examining both the original models (SERVQUALsr and SERVPERF;g) as well
as their competing models (SERVQUAL;r and SERVPERF,f). For the original
models, respondents scores were summed and averaged for each of the five
dimensions for each scale (Bagozzi and Heatherton, 1994; Dabholkar et al., 1996)
to be used as a formative measure in the measurement model. For the competing
models, SERVQUAL;sr and SERVPERF,f, the empirically extracted factors
were summed and used as formative constructs.

Common Method Bias (CMB)

Method variance, the systematic error variance that originates from the data
collection method, has been highlighted as a potential threat to validity of research
constructs when all constructs have been collected by the same instrument. In this
research, several ex-ante and post-hoc procedures were applied to minimize CMB
effects. Scale design included a varying response scale (7-point and 5-point, see table 1)
to minimize scale similarity, employing different anchors for different scales to
encourage ‘‘pause-and-think” instead of “auto-response’ tendency, and changing the
order of scale presentation to respondents to uncover systematic response patterns.
Furthermore, undesirable effects of “item-grouping” tendencies (MacKenzie and
Podsakoff, 2012) were also controlled by dispersing items of scales and inserting
intervening questions asking respondents to evaluate unrelated issues (ranking private
universities based on image, choosing best movie theaters, etc.). Post-hoc CFA was
performed using Unmeasured Latent Method Construct (Williams et al., 1989)
and results showed insignificant Chi-Squared differences between proposed measure-
ment model and ULF model indicating minimal CMB effects.

SEM Analyses

In line with the two-step SEM process (e.g., Hair et al., 2009), CFA measurement
models were estimated to test the validity of endogenous constructs for the four
competing SQ models followed by estimating full SEM for those models that pass
the minimum acceptable criteria. Table 5 shows the summary results for CFA
and SEM.
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Table 5
Fit Indices CFA and SEM
Model 2 df CFI GFI RMSEA  SRMR

CFA Models

SERVQUAL:sg 1.869 500 95 89 057 064
SERVQUAL;r 1.750 437 .95 .90 046 .053
SERVPERF;sg 2.028 593 .95 .88 .054 .057
SERVPERF,r 1.929 558 .95 .89 .054 .057
SEM Models

SERVQUAL:sg 2.449.7 573 .90 89 .085 .069
SERVQUAL;E 2.282.8 513 95 93 068 064
SERVPERFsg 2.969.4 607 .92 91 084 068
SERVPERF, 3.161.8 577 .90 .90 .082 073
Post-hoc SERVQUAL;r  2.216.5 507 95 93 .065 .063

Note: All p <.001, CFl=Comparative Fit Index, GFl Generalized Fit Index, RMSEA =Root Mean Square Error
of Approximation, SRMR = Standardized Root Mean Square Residual

Measurement Model

This study examined the measurement model with exogenous variables
consisting of formative measures of five dimensions composing SERVQUAL
and SERVPEREF as indicated by original authors, while endogenous constructs
included all six constructs (Satisfaction, Trust, Word-of-Mouth, Social Media
Engagement, Willingness to Recommend, Intention-to-Switch, and Loyalty).
Obtained results showed that overall model fits indices for both measurement
models were generally supportive of constructs (SERVQUALsg: CF1=.95, GFI
=.89, SRMR =.064, RMSEA =.057, x2= 1,869, df = 385, p < .0001;
SERVPERFsg: CFI=.95, GFI =.88, SRMR=.057, RMSEA =.054, x2=
2,208, df = 593, p < .0001), while noting that large chi-square was expected due
to sensitivity to larger sample size (see Hair et al., 2009; p. 647). All factor loadings
ranged from .52 to .9 for both measurement models and were statistically
significant at p < .001. Assessment of validity measures showed that discriminant
validity values were acceptable. Reliability measures with descriptive statistics and
correlations among constructs supported the measurement model (see Table 5).
All calculated composite reliabilities of model constructs were above.77 indicating
coherent and consistent constructs. Convergent validity was established as all
Average Variance Extracted (AVEs) exceeded 50% (ranging from .61 to. 81).
Support for adequate discriminant validity for each construct was established as
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both Maximum Shared Variance (MSV) and Average Shared Variance (ASV) was
below calculated AVEs for each construct except for a marginal difference for
Willing to Recommend (AVE =.801, MSV =.800).

Results of validity analysis of competing CFA-measurement models showed
similar fit (SERVQUALj3f: CFI=.95, GF1 =.9, SRMR =.053, RMSEA =.046,
X?= 1,750, df = 437, p < .0001; SERVPERF,:: CFI=.95 GFI =.89,
SRMR =.057, RMSEA =.054, X?= 1,929, df = 558, p < .0001). All standar-
dized factor loadings exceeded .71 and were statistically significant (p < .001).
Estimated composite reliabilities were generally either slightly higher than the five-
construct model (CR ranged from .86 to .97), or similar (extracted AVEs .61 -.81).
As such, the four measurement models were retained for further analyses.

Structural Model

A primary objective of this study is to assess the appropriateness of SQ models
in measuring customer perceived SQ as outlined by HI. Table 5 summarizes the
results of fitting the four models to data collected from the sample. For each model,
several statistics were reported Chi-square statistics, df, and major fit indices to
assess the overall model fit. Results of fitting the four models to the data were
generally more supportive of the SERVQUAL;r as opposed to the three
competing models. According to Hair et al., (2009), a significant x2 is expected
when sample size exceeds 250 and observed variables are greater than 30 (Model’s
N= 846 and measured variables is 36 variables). The authors also stated that
minimum acceptable fit values are: CFI of at least .92 coupled with SRMR of.08
and RMSEA < .06. Examining the overall model fit indices, only SERVQUAL ;¢
model satisfies these minimum conditions. A closer examination of SERV-
QUAL;fp formative parameter estimates showed that all three dimensions
showed statistically significant paths with p <.00I, while the standardized
structural path between the SQ models and overall SQ were strongest for the
SERVQUAL;r (B=.89, p < .001, OSQ explained variance R’ =.8).

Another purpose of this study is to examine the linkages between experiential
SQ and affective responses to SQ, (see table 6). For experiential SQ, the
relationship between dimensions of service quality and overall service quality is
both strong and statistically significant (B=.89 and p < .001). Affective responses
following service quality were also strong, significant and in the hypothesized
direction (Overall SQ — Satisfaction: B=.46, p < .001; Satisfaction — Trust
B=.93,p < .001).

The relationship between affective responses and attitudinal/relational out-
comes of SQ were examined by nine relationships proposed by H5 to H7, as shown
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in table 6. Specifically, Trust was found to influence WoM, Social Media
Engagement, and Willingness to Recommend in the expected direction. These
variables were also found to influence Loyalty and Intention to Switch in the
expected direction, except for the path linking Social Media Engagement to
Loyalty (B=.03 and p < .098).

Mediation Analysis

A review of the literature revealed several studies linking service quality models
directly to customer satisfaction with statistically significant paths (Oh, 1999,
Terrence and McDougall, 1996). Furthermore, Wong and Sohal (2006) found SQ to
directly influence Trust, independent of Satisfaction. In their study of quality, Wang
etal., (2017) found statistically significant direct impact of satisfaction on Word-of-
Mouth. Hence, this paper assessed possible partial mediations, full mediations
and only direct effects in the model, and reported the results in table (7). Of the

TABLE 6
SEM Path Coefficients and Hypotheses Testing Results

Relationship Hypotheses Standardized t-statistics  p-value Results
(Hypothesized Estimate
Direction)
la. SERVQUAL; — Overall SQ H, (+) 89 10.8 .001 Supported
1b. SERVQUALs — Overall SQ H, (+) .79 3.60 .001 Supported
lc. SERVPERF, — Overall SQ H, (+) .50 3.70 .001 Supported
1d. SERVPERF;5 — Overall SQ H, (+) .55 7.80 .001 Supported
2. Overall SQ — Satisfaction H;(+) 46 12.8 .001 Supported
3. Satisfaction — Trust H, (+) 93 22.5 100 Supported
4. Trust - Word-of-Mouth Hs, (+) .90 20.6 .100 Supported
5. Trust - Willingness to Recommend Hs. (+) 88 22.3 .100 Supported
6. Trust — Social Media Engagement Hsp, (+) 49 13.0 .100 Supported
7. Word-of-Mouth — Loyalty Hy, (+) 44 13.1 .100 Supported
8. Word-of-Mouth — Intention to Switch Hga (-) =31 4.90 100 Supported
9. Willingness to Recommend — Loyalty Hy (+) .55 16.9 .001 Supported

10. Willingness to Recommend

— Intention to Switch Hee () -24 3.80 001 Supported

11. Social Media Engagement — Loyalty Hy, (+) .03 1.70 .098 Not Supp.
12. Social Media Engagement — Intention to

Switch Hep (-) -.14 3.50 .001 Supported
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eleven possible mediations, results showed five direct relationships between
mediated variables with statistically significant p values (SERVQUALsr —
Satisfaction, Total SQ —Trust, Satisfaction — Social Media Engagement,
Satisfaction — Word-of-Mouth, and Trust — Loyalty). These findings lead to
post-hoc modification of the tested structural model. Results of this post-hoc model
showed slightly better fit (cf., table 5).

Findings and Discussion

The results of this paper revealed that SERVQUAL and SERVPERF, in their
original forms, are not suitable to be used as measures of customers’ service quality

Table 7
Mediation Analysis
Directional Relationship Direct Effect Indirect Effects Mediation
IV > DV IV ->M Results
M - DV

SERVQUAL;r — TSQ Satisfaction B=.887 B=.278 (p<.01)"  Direct

(p<.0)™  B=.187(p<.07) Effects

TSQ — Satisfaction — Trust B =.447 =-879(p<.01)"" Partial
(p<.0D)" B =.104(p<.01)" Mediation

Satisfaction — Trust — Social Media Engagement B = .929 B =.748 (p<.01)"" Partial

(p<.0n)™ B=26(p<.01)""  Mediation

Satisfaction Trust Word-of-Mouth B = 921 B =.774(p<.01)™  Partial
(p<0D™ B=.123(p<.01)" Mediation
Satisfaction — Trust — Willingness to Recommend B =.931 B = .993(p<.01)" Direct
(p<o0n™ B = .116 (p<.245)  Effects
Trust —» Social Media Engagement — Loyalty B = 210 B = 492 (p<.01)" Direct
(p<.0n™ B = .028 (p<.161)  Effects
Trust - Word-of-Mouth — Loyalty B = 210 B = .894 (p<.01)" Partial
(p<.01)""  B=2319(p<.01)"" Mediation
Trust - Willingness to Recommend — Loyalty B = 210 B = 872(p<.01)"" Partial
(p<.0D)™ B = .461(p<.001)"" Mediation
Trust — Social Media Engagement — Intention B=-.041 B =.493(p<.01)""  No Effects
to Switch (p<.788) B = -.046 (p <.264)

Trust Word-of-Mouth Intention to Switch B = -.041 B =.898 (p<.01) " Full
(p<.788) B=.444 (p<.001) ™ Mediation

Trust - Willingness to Recommend — B = -.041 B = .877(p<.01)" No Effects
Intention to Switch (p<.788) B=.193 (p<.04)"

*=p<.5; *™p<.01; pvalue is two-tailed. Significant results are emphasized.
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perceptions in the banking industry in Kuwait. For SERVQUAL, the factor
structure is reduced to only three factors: tangibility, responsiveness/reliability
mix, and a mix of assurance and empathy. These results are in stark contrast to the
findings of Parasuraman et al. (1991) that the two banks that were included in their
study showed high reliability and relatively better factor structure fit using the five-
factor SERVQUAL model. From a conceptual standpoint, this empirical
inconsistency can be attributed to the perceived similarity of responsiveness and
reliability dimensions and assurance and empathy dimensions of bank service
quality in Kuwait. That is, customers may not perceive the bank to be reliable
unless the bank is responsive to their needs and concerns. Moreover, looking at the
items comprising the two factors shows that responsiveness represents the
communication aspect of a service while reliability reflects the behavioral
actions taken by the bank towards their customers. Similarly, many of the
assurance items represent trust and confidence while empathy items reveal the
mechanisms through which trust is conveyed to customers. As such, it is not
surprising to find Kuwaiti customers consider responsiveness and reliability as
well as assurance and empathy to be two different aspects of the same construct.

Another finding from our research pertains to the superiority of 3-factor
SERVQUAL to explain overall perception of service quality than the other three
alternatives (5-factor SERVQUAL, 5-factor SERVPERF, and 3-factor SERV-
PERF). This indicates that customers’ assessment of service quality is based on
disconfirmation of the expectations and perceived service performance rather than
on performance only as suggested by SERVPERF. This is consistent with the long-
established tenets of the Adaptation-Level Theory (Helson, 1964) where customers’
evaluations require standard comparisons to arrive at their evaluation judgements.

The strong impact of service quality as measured by SERVQUAL on
customers’ emotions, attitudes, and behaviors in the Kuwaiti bank context is
another major finding of this study. While a separate measure of SQ was used, our
analysis showed that SERVQAUL factors have direct effects on satisfaction,
which supports the subsequent chain-link impact on trust, WoM, Willingness to
Recommend, Social Media Engagement, Loyalty and Intention to Switch. This
finding underscores the importance of multiple dimensions of customer-perceived
service quality on their future relationship with the bank.

Finally, it became apparent that customers’ perceptions of the level of service
quality, when contrasted with their expectations, is low for Kuwaiti customers.
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The mean score of the SERVQAUL (performance-minus-expectation) is only
.15 indicating that performance is almost equal to expectations across different
scale items. As such, although customers’ expectations might have been met in
general, customers are not highly excited about their banks in ways that can lead to
stronger loyalty (Mjoya1ey = 3.24), especially as their intention to switching is higher
than loyalty (Myitching = 3.86, both measured on 5-point scale). This underscores
the need for better quality management and stronger service differentiation to
maintain better customer retention.

Conclusions and Implications

This research contributes to the cross-cultural research by examining the validity
and predictive power of SERVQUAL and SERPERF as two dominant SQ
measures in marketing literature. CFA results showed that neither model in its
original conceptualization performed as expected when applied to a different market
context such as Kuwait. That is, of the five dimensions of SERVQUAL, only three
dimensions were found to be evident of SQ. These results are inconsistent with
findings from earlier research that examined SERVQUAL in English to local and
expats retail customers and salespeople in Kuwait that yielded five factors (Raven
and Welsh 2004). In this study, predictive powers of retained dimensions were strong
in forming overall SQ perceptions and produced direct effects on satisfaction
judgments independent of overall Total SQ. Furthermore, all dependent constructs
showed expected directional relationships with the exception of social media
engagement on loyalty. These results underscore the important effects of high SQ
on strengthening consumer loyalty and suppressing intention to switch to
competing banks.

This research also provides several practical implications to bank management.
One of the particularly important implications to management is realizing that
investment in improving bank SQ in Kuwait is warranted given the small service gap
calculated in the 3-factor SERVQUAL construct (M =0.15), with relatively small
standard deviation (SD = 1.01) showing stronger agreement among the participants.
This is further supported by the large variance of loyalty in the sample (M =3.24
and SD=2.23), indicating only moderate level of loyalty. Because maintaining
consistently high quality of bank services is a powerful strategic tool for improving
their market performance, this lack of differentiation underscores the need
to systimatically measure and improve their SQ.
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Another practical implication relates to potential danger of overallocation or
misallocation of SQ improvements. Caution must be exercised when determining
customer gap as part of the “multi-gap model”” advanced by Parasuraman ef al.,
(1988) to manage service quality. Rust ez al. (1995) criticized what they called the
“religion of quality” and advised management of service firms to be financially
accountable when allocating resources to quality improvements by using market-
driven measures (e.g., return on quality) to guard against overspending and/or
miss-spending on service quality dimensions. In doing so, failure to identify what
really drives customer quality perceptions in bank services will seriously jeopardize
the return on quality improvements investments. As one of the primary objectives
of this study is to examine the most relevant SQ model to assess the banking
services quality in Kuwait and whether established structure of the examined SQ
models are consistent with their original forms, our conclusions showed the
SERVQUAL structure to be different; hence, management resource allocation for
quality improvement should consider these differences.

Limitations and Directions for Future Research

It is possible to note that the present study is the first study of SQ models as
antecedents and consequences including relatively many constructs, viz. global SQ
judgements, Satisfaction, Trust, Social Media Engagement, Word-of-Mouth,
Loyalty, Willingness to Recommend, and Intention to Switch. While this paper
contributes to international marketing literature, it has some limitations.

Perhaps one notable limitation is the cross-sectional nature of data collection in
bank market. Longitudinal data analyses can provide stronger evidence of the
relationships between study constructs, especially whether customers’ expressed
loyalty and lack of switching intentions would really hold over time. Unfortu-
nately, the present study could not pursue longitudinal analysis since all banks
refused to provide customer lists or track their customers over time, citing strict
privacy laws as their main objection.

Future research on bank services in Kuwait and other Arab countries may
explore the extent of distinctive aspects of social interaction on driving customer
expectations and satisfaction with their banks. For Example, the practice of
“Wasta”, or leveraging social connections to obtain advantages not attained by
others, is largely unexplored, and it seems important to study its role in getting
customers connected and happy with their bank.
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