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ABSTRACT 
 
 

In spite of the rapid growth and internalization of banking services in 
particular, managers first need to correctly identify the antecedents of what the 
local consumer perceives as service quality and its link to service climate, thus the 
strengths of this relationship would be beneficial as a global competitive tool. 
Although significant studies had been done regarding issues and factors 
contributing to service quality and service climate in the banking industry, very 
little has been published regarding the connection between perceptions of these 
dimensions. The purpose of this study is to describe an accomplished research to 
determine whether Malaysian local bank customers’ perceptions of service quality 
and its dimensions relate to employees’ perceptions of service climate and its 
dimensions; and to ascertain whether various background elements’ reported 
differences influence the relationships between the dimensions of service quality 
and service climate. This study encapsulated two phases of survey with open-
ended and close-ended questionnaires consecutively. The researcher employed the 
Profile Accumulation Technique in the first phase and from the respondents’ 
results, close-ended questionnaires were constructed with responses from four 
local banks in Malaysia, corroborated together with previous scholars’ findings. 
Several analyses were carried out such as demographic, reliability, validity, 
performance, non-parametric and parametric tests and elaboration analysis. The 
main findings produced nine dimensions of service quality (Automated Teller 
Machine; corporate image; customer interaction and customer service; online and 
phone banking; physical feature and facilities; products and services; rates and 
charges; management and staff) and eleven dimensions of service climate 
(benefit, bonus, reward and salary; corporate image; customer service; facilities; 
organization; department and branch; management; organization output; products 
and services; workforce; myself. There were significant relationships between 
service quality and service climate dimensions. Respondents’ characteristics 
influenced the strength of the relationships between dimensions, service quality 
and service climate. Consequently, the results offered significant implications for 
participating banks to improve quality in their environment concerning their 
employees and customers; using customer-oriented processes and training 
programs within an increasingly diverse marketplace. Economic development, the 
political situation, socio-cultural system and the level of sector maturity do need 
to be considered by managers and policy makers so as to investigate their 
influence on service quality and service climate. 
 
 
 
 
 
 
 
 

 iv



Title Page         i 
Declaration         ii 
Acknowledgments         iii 
Abstract         iv 
Table of Contents        v 
 
 
Chapter 1 The research context 
 
1.1  Introduction          1 
1.2  The world of services in Malaysia      1 
1.3  Statement of the problem       6 
1.4  Context of the problem      12 
1.5  Scope of the research       14 
1.6  Research perspective       17 
1.7  Outline of the thesis       21 
1.9  Summary        26 
 
 
Chapter 2  Service quality and service climate 
 
2.1 Introduction     28 
2.2 Conception        29 
2.2.1 Service quality conception     30 
2.2.1.1 SERVQUAL      31 
2.2.1.2 Functional and Technical Quality    39 
2.2.1.3 SERVPERF       41 
2.2.1.4 Servicescapes       44 
2.2.1.5 The Profile Accumulation Technique    46 
2.2.1.6 Other alternative concepts     48 
2.2.2 Service climate conception     52 
2.2.2.1 Climate and culture      53 
2.2.2.2 Organizational climate     56 
2.2.2.3 Service climate      59 
2.3 Pillars of service quality and service climate   71 
2.3.1 Organization       72 
2.3.2 Management and managers     77 
2.3.3 Employees       80 
2.3.4 Customers       89 
2.3.5 Contribution of other factors      92 
2.4 Disagreements and limitations in previous studies  93 
2.4.1 Item wording        94 
2.4.2 Dimensionality      95 
2.4.3 Expectations and perceptions      99 
2.4.4 Psychometric issues      105 
2.4.5 Nature of services and countries    109 

 v



2.4.6 Other issues       112 
2.5 Service climate and service quality in banking  117 
2.6 Summary       131 
 
 
Chapter 3 Conceptual framework  
 
3.1  Introduction        133 
3.2  Linkage between service quality and service climate  134 
3.3  Development of framework      136 
3.3.1  Preliminary study      137 
3.3.2  Main survey       141 
3.3.2.1  Dependent, independent and moderating variables   144 
3.3.2.2  Hypotheses       149 
3.3.2.3  Potential outcomes      152 
3.4  Summary       152 
 
 
Chapter 4 Research methodology  
  
4.1  Introduction       154 
4.2 Justification for the methodology     154 
4.2.1 Assortment of methodology     155 
4.2.2 Survey versus focus group     158 
4.2.3 Survey method approach as the research design  160 
4.3 Unit of analysis      164 
4.4 Instruments used to collect the data    169 
4.4.1 The pilot and preliminary study questionnaires  169 
4.4.2 The main survey questionnaires    172 
4.5 Administration procedures      183 
4.5.1 Piloting the study      184 
4.5.2 The preliminary study      185 
4.5.3 Main survey       189 
4.6 Computer programs used to analyze the data   192 
4.6.1 NVivo 7       192 
4.6.2 Statistical Package of Social Sciences (SPSS)  194 
4.7 Other issues        195 
4.8 Summary       201 
 
 
Chapter 5  Results 
 
5.1 Introduction       203 
5.2 The pilot study      204 
5.3 The preliminary study’s analytical steps   206 
5.3.1 Classification of statements     209 

 vi



5.3.2 Applying NVivo for the preliminary study   217 
5.3.2.1 Using NVivo to analyse the open ended qualitative data fields 
         217 
5.3.2.2 Using NVivo to validate selected categorical scales used in the  
 instrument       219 
5.3.3 Demographic Analysis     219 
5.3.4 Dimensional analysis       222 
5.4 The main survey 242 
5.4.1  Demographic analysis      246 
5.4.2  Reliability analysis      250 
5.4.3 Validity analysis      254 
5.4.4 Performance Analysis      259 
5.4.5 Nonparametric tests      269 
5.4.5.1 Chi-Square test      273 
5.4.5.2 Kolmogorov-Smirnov one sample test   277 
5.4.6  Parametric tests      281 
5.4.6.1 Cross tabulation      281 
5.4.6.2 Paired-samples t test      284 
5.4.7 Multiple regression analysis     294 
5.4.8 Elaboration analysis      305 
5.5 Summary       309 

 
 
Chapter 6  Discussion, Interpretation, Conclusions, Recommendations and 

Limitations 
 
6.1 Introduction        311 
6.2 The preliminary study      312 
6.3 The main survey      316 
6.3.1 Interpretation of the proposed framework   318 
6.3.2 Interpretation of implementing service quality and service climate  
 in Malaysia        326 
  
6.4 Conclusion       328 
6.5 Implications       333 
6.5.1 Implications for theory     334 
6.5.2 Implications for policy and practice in the banking sector  335 
6.5.2.1 Physical features and facilities; Automated Teller  
 Machine; Online and phone banking    336 
6.5.2.2 Organization; management; department and branch   337 
6.5.2.3 Customer interaction and customer service    337 
6.5.2.4 Corporate image       338 
6.6 Recommendations      339 
6.7 Contribution and Significance of the Study   343 
6.8 Limitations       345 
6.9 Summary        350 

 vii



Appendices 
 
1A  Preliminary study’s questionnaire for bank customer (expectation) 
1B Preliminary study’s questionnaire for bank customer (positive 

perception) 
1C Preliminary study’s questionnaire for bank customer (negative 

perception) 
2A  Preliminary study’s questionnaire for bank employee (expectation) 
2B Preliminary study’s questionnaire for bank employee (positive 

perception) 
2C Preliminary study’s questionnaire for bank employee (negative 

perception) 
3A  Main survey’s questionnaire for bank customer 
3B  Main survey’s questionnaire for bank employee 
 
 
References 
 
 
List of tables 
 
Table 1.1 Output share and output growth for service sector  

in Malaysia         7 
Table 1.2 Local licensed banking institutions in Malaysia  9 
Table 2.1 Gaps in the service quality measurement   37 
Table 2.2 The development of service climate research   61 
Table 2.3  Variables measured from previous service climate research 66 
Table 2.4 Models from various researchers    124 
Table 2.5 Relevant researches using SERVQUAL in banking  127 
Table 3.1 The operational definitions of each information background  

and its indicators       145 
Table 3.2 The operational definitions of each dimension and  

indicators for service quality     146 
Table 3.3 The operational definitions of each dimension and  

its indicators for service climate    147 
Table 3.4 Source of items from preceding studies   176 
Table 4.1 Service climate questionnaire dimension content  179 
Table 4.2 Likert-scale items and examples    181 
Table 4.3 Service quality questionnaire dimension content  179 
Table 4.4 Likert-scale items and examples    182 
Table 4.5 Time line for the studies and surveys conducted  185 
Table 5.1 Example of responses from the bank customer  211 
Table 5.2 Example of responses from the bank employee  212 
Table 5.3 Customers’ profile     220 
Table 5.4 Employees’ profile    221 
Table 5.5 Customer’s ‘aspects’ only      223 

 viii



Table 5.6 Customer’s ‘attributes’ only     223 
Table 5.7 Employee’s ‘aspects’ only     202 
Table 5.8 Employee’s ‘attributes’ only     223 
Table 5.9 Responses from respondents     228 
Table 5.10 Colours and questionnaire legibility    232 
Table 5.11 The arrangement of close-ended questions for bank  
 customer’s questionnaire format    234 
Table 5.12 The arrangement of close-ended questions for  
 bank employee’s questionnaire format   235 
Table 5.13 An example of bank customer’s responses in SPSS format 245  
Table 5.14 An example of bank employee’s responses in SPSS format 245 
Table 5.15 Customers’ profile      247 
Table 5.16 Employees’ profile      249 
Table 5.17 Cronbach alpha for variables of each bank   251 
Table 5.18 Cronbach alpha for variables of loaner and saver  252 
Table 5.19 Cronbach alpha for variables of all customers  252 
Table 5.20 Cronbach alpha for variables of each bank   253 
Table 5.21 Cronbach alpha for variables of all employees  253 
Table 5.22 Bivariate correlations among service quality scales  
 for customer        255 
Table 5.23 Bivariate correlations among service climate scales for  
 employee       256 
Table 5.24 Bivariate correlations between service quality and service  
 climate        257 
Table 5.25 Variable mean scores for each bank    260 
Table 5.26 Variable mean scores for loaners and savers   261 
Table 5.27 Customer perceptions of service quality    262 
Table 5.28 Variables’ mean scores and rank of each bank  265 
Table 5.29 Employee perceptions of service climate    266 
Table 5.30 Results of Chi-Square tests for service quality  274 
Table 5.31 Results of Chi-Square tests for service climate  275 
Table 5.32 K-S test result for BSN customer    278 
Table 5.33 K-S test result for Bank Islam customer   278 
Table 5.34 K-S test result for Maybank customer   278 
Table 5.35 K-S test result for BSN employee    279 
Table 5.36 K-S test result for Bank Islam employee  279 
Table 5.37 K-S test result for Maybank employee   279 
Table 5.38 Transformation of information for bank customer’s profile 282 
Table 5.39 Transformation of information for bank employee’s profile 283 
Table 5.40 Service quality dimensions versus customers’ age  285 
Table 5.41 Service quality dimensions versus customers’ education 286 
Table 5.42 Service quality dimensions versus customers’ work sector 287 
Table 5.43 Service quality dimensions versus the frequently visited  
 banks         288 
Table 5.44 Service climate versus age     289 
Table 5.45 Service climate versus education    290 

 ix



Table 5.46 Service climate versus work experiences in banking sector 291 
Table 5.47 Results of paired-samples t test for service quality  297 
Table 5.48 Results of paired-samples t test for service climate  298 
Table 5.49 Multiple regressions for service quality   301 
Table 5.50 Multiple regressions for service climate   303 
Table 5.51 Zero order and conditional (Pearson) correlations of  
 demographic profiles by service quality dimensions  308 
Table 5.52 Zero order and conditional (Pearson) correlations of  
 demographic profiles by service climate dimensions  308 
  
 
List of figures 
 
Figure 1.1 The structure of this research     22 
Figure 2.1 Conceptual model of service quality    33 
Figure 2.2 The influence of customer’s perceptions   34 
Figure 2.3 Service gap model of the service process    36 
Figure 2.4 Managing perceived service quality    40 
Figure 2.5 Framework for understanding environment-user  

relationships in service organizations    45 
Figure 2.6 Synthesized Service Quality Model    49 
Figure 2.7 The critical factors of customer perceived quality  51 
Figure 2.8 Service quality perceptions and its antecedents   51 
Figure 2.9 The relationship between organizational climate and service 

climate         58 
Figure 2.10 Antecedents and consequences of climate for service in  

banks         117 
Figure 2.11 A conceptualization of system effects on service quality 118 
Figure 2.12 A service quality model      125 
Figure 2.13 A model of service quality and customer satisfaction 126 
Figure 3.1 Steps in analyses employing thematic networks  138 
Figure 3.2 A conceptual framework in determining dimensions for   
  service quality and service climate in the preliminary study 139 
Figure 3.3 Stages in the methodological process    140 
Figure 3.4 A conceptual framework in analyzing the relationship  

between service quality and service climate in the  
main survey       143 

Figure 4.1 Range of research methods and techniques of data  
   collection       156 
Figure 4.2 A model of the sampling     167 
Figure 4.3 Illustration of methods in this research   170 
Figure 4.4 Sampling techniques      187 
Figure 4.5 Analytical process using SPSS    195 
Figure 5.1 Example of responses from the 50th bank customer  208 
Figure 5.2 Example of responses from the 50th bank employee  208 
Figure 5.3 Example of responses from the 72nd bank customer  218 

 x



Figure 5.4 Example of responses from the 49th bank employee  218 
Figure 5.5  The most frequent visited banks   221 
Figure 5.6 Respondents’ tenure in banking sector   222 
Figure 5.7 Customer responses by aspects and attributes  224 
Figure 5.8 Employee responses by aspects and attributes  224 
Figure 5.9 Responses from the 73rd customer    225 
Figure 5.10 Responses from the 12th employee    227 
Figure 5.11 Aspects from customers’ responses    228 
Figure 5.12 Attributes from customers’ responses    229 
Figure 5.13 Frequencies of positive and negative customers’    

responses in nineteen service attributes    230 
Figure 5.14 Aspects from employees’ responses    230  
Figure 5.15 Attributes from employees’ responses   231 
Figure 5.16 Frequencies of positive and negative employees’  

responses in nineteen service attributes    231 
Figure 5.17 Themes (aspects) from customers’ responses                   233     
Figure 5.18 Themes (aspects) from employees’ responses  237 
Figure 5.19 Positive and negative profile for service quality  

dimensions       239 
Figure 5.20 Positive and negative profile for service climate  

dimensions       240 
Figure 5.21 An example of a bank customer from BSN   244 
Figure 5.22 An example of a bank employee from BSN   245 
Figure 5.23 Customer of the participating banks    248 
Figure 5.24 Frequency distribution of respondents by each bank  248 
Figure 5.25 Frequency distribution of loaner and saver    249 
Figure 5.26 Pearson correlation of customer’s profile and service  

quality scales       258 
Figure 5.27 Pearson correlation of employee’s profile and service  

climate scales       259 
Figure 5.28 Difference scores for paired-samples t-test (customer) 295 
Figure 5.29 Difference scores for paired-samples t-test (employee) 296 
Figure 6.1 Service quality conceptual framework   321 
Figure 6.2 Service climate conceptual framework   322 
Figure 6.3 Framework of the relationship between service quality  

and service climate       323 
 
 
 
 
 
 
 
 
 
 

 xi


