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 Background: Due to commoditization in financial products, banks are obliged to offer 
exceptional service quality to their customers in order to obtain sustainable competitive 

advantage. Objective: This paper aims to identify the underlying dimensions of service 

quality or BANKQUAL for the Malaysian banking services and subsequently to 
compare the zone of tolerances (ZOT) between the local and the foreign banks with 

regards to the BANKQUAL dimensions. Results: The factor analysis extracted four 

factors of BANKQUAL labeled as reliability, empathy, tangibility and special 
requirement. The gap analysis between service expectations and perceptions indicated 

that customers’ expectations are significantly lower than their perception, signaling that 

there are a lot of service improvements efforts needed to enhance the quality of services 
offered by the banks in Malaysia. This findings of this study also showed that there are 

no significant differences between local banks and foreign banks with regard to their 

zone of tolerances for the four dimensions except for the tangible dimension. 
Conclusion: It can be concluded that customers of local bank are more tolerable with 

the tangibility elements of the bank services compared to the customers of foreign 

banks. The findings of this study would help provide some insights for bank managers 
or marketers on the areas that need substantial improvement in order to bring up the 

quality level of Malaysian banking services. 
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INTRODUCTION 

 

 Bank service quality is commonly noted as a critical prerequisite for satisfying and retaining valued 

customers (Saghier and Nathan, 2013; Howcroft, 1991; Cronin and Taylor, 1992; Taylor and Baker, 1994). 

Large marjority of customers who switch banking service providers is due to problems related to service quality 

(Raddon, 1987). Yavas et al. (2004) contended that service quality is the fundamental of customer satisfaction 

and is therefore highly related to switching behavior, as well as other behavioral outcomes such as complaints 

and customer recommendations. Nadiri and Hussain (2005) clearly mentioned that service quality would leads 

to customer satisfaction, encourage future return as well promotes positive words-of-mouth. Using the widely 

used Servqual Model proposed  by Parasuraman et al. (1988), service quality is examine by looking at the gaps 

between customers’ expectations and their perceptions of the actual performance. Gap scores offer significant 

inputs on the areas of improvement necessary to strengthen the total quality assessment. The larger the gap the 

more efforts should be in placed to enhance the overall service quality.  

 Unquestionably, banking institutions are important business players in an economy. Due to globalization, 

liberalization as well as very stiff competition among the local and international (foreign) banks, it is very 

crucial for the commercial banks in Malaysia to significantly improve the quality of their banking services. This 

is a big challenge as the Malaysian economy is becoming more knowledge-based, Malaysian consumers are also 

becoming more educated, better informed, and more internalized (Mohd Tahir & Abu Bakar, 2007). The aims of 

this study are to explore the underlying dimensions of service quality for bank services in Malaysia, and to 

compare the zone of tolerances (ZOT) between the local and the foreign banks with regards to the quality 

dimensions. The results of this study would offer bankers as well marketers with a conceptual and operational 

framework integrating customers' expectations and perceptions of services with their quality of assessments and 

satisfaction judgments. 

 

Literature Review: 

 According to Taylor and Baker (1994), the level of quality offered by the banks is undeniably the most vital  
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requirement for achieving high level of customer satisfaction and to create brand loyalty. In order to fully 

utilized the service quality as a vital unique selling proposition, bank managers need to understand what are the 

underlying factors or dimensions perceived by the public as bank’s service quality (Petridou et al., 2007). 

Literatures have shown that there are many related models have been put forward to conceptualize as well as to 

measure the construct related to service quality (Groonroos, 1983, 1990; Parasuraman et al., 1988, 1991; 

Stafford, 1996; Bahia and Nantel, 2000; Aldlaigan and Buttle, 2002). 

 One of the most cited model, The Servqual has been applied in a many past research in health care to assess 

service quality in a number of service categories such as acute care bank (Carman, 1990); independent dental 

offices (McAlexander et al., 1994); at AIDS service agencies (Fusilier and Simpson, 1995); with physicians 

(Brown and Swartz, 1989; Walbridge and Delene, 1993) and nurses (Uzun, 2001); banks (Camilleri and 

O'Callaghan, 1998; Lim and Tang, 2000; Alakavuk, 1996). The purpose of SERVQUAL is to provide an 

instrument for measuring service quality that would apply across a broad range of services with minor 

adaptation to the scale. Based on Parasuraman et al. (1988), the 22-item SERVQUAL consists of five 

dimensions namely i) Tangibles – refers to the physical environments and surroundings represented by objects 

as well as subjects, ii) Reliability – refers to the capability of the service providers to render dependable and 

accurate services as promised, iii) Responsiveness – refers to the willingness of the service providers to assist its 

customers by delivering fast and efficient services, iv) Assurance – refers to diverse features of the service that 

provide confidence to customers, and v) Empathy – refers to the readiness of the service providers to provide 

personal attention to each customer. 

 The gap between expectations and perceptions offers an approach to scrutinize the level of service 

delivered, so that meaningful strategies can be carried out to improve the quality of service (Parasuraman et al. 

1991). Zeithaml et al. (2006) argued that there are different forms of service expectations. The highest form is 

known as desire service which refers to the level of service the customer hopes or wishes to receive. Customers 

perfectly understand that this is not all the time the case in the actual phenomenon. The threshold level of 

acceptable service is known as adequate service which refers to the minimum level of service the customer can 

tolerate.   

 Due to the heterogeneity characteristic of service, the extent to which customers recognize and are willing 

to accept this variation in service level is called zone of tolerance (ZOT). If the real performance of service falls 

below adequate service, customers will be dissatisfied and frustrated. If the service performance is greater than 

the zone of tolerance at the top end, customers will be very delighted or satisfied. Thus, the zone of tolerance 

can be considered as the range in which customers do not particularly notice the service performance. The 

magnitude or size of the service’s zone of tolerance varied according to the aspects influencing the desired as 

well as the adequate service (Zeithaml et al. 2006; and Gronroos, 1990). Thus, zone of tolerance is one of the 

main predictor of service quality that contributes to overall customer’s satisfaction (Bolton and Drew, 1991).  

 

MATERIALS AND METHODS 

 

Sampling and Research Instrument: 

 Generally, the sample of this study comprised of customers of local as well as foreign commercial banks in 

Malaysia. The respondents were chosen using purposive convenience sampling from two main locations, each 

representing metropolitan and non-metropolitan areas. Kuala Lumpur was chosen to represent the metropolitan 

area while Kuantan, a city in the east coast of peninsular Malaysia was representing the non-metropolitan area. 

A total of 151 and 76 respondents were intercepted in Kuala Lumpur and Kuantan respectively. Out of these, 

only 140 cases in Kuala Lumpur and 70 in Kuantan were found to be useful for further analysis.  

 The Servqual proposed by Parasuraman et al. (1988) was adapted to conceptualize and measure the service 

quality dimensions of bank services called Bankqual as well as the zone of tolerance in this study. The 22-items 

were refined and paraphrased in both wording and contextual application as appropriate to suit the context of 

this present study. All items were measured on 5-point scale from 1(strongly disagree) to 5(strongly agree).  

 

Data Analysis: 

 An exploratory factor analysis (EFA) with varimax rotation was mainly carried out on the 22-item 

measurement to explore the underlying dimensions. The zone of tolerance was measured as the difference 

between the adequate level and desired level of service while the Bankqual’s gaps were determined based on the 

difference between the desired level and expectation (desired) level of services using paired t-test. This study 

also measured the satisfaction level with the bank services to be compared with the results of the gap analysis.   

 

Results: 

Dimensions of Bank’s Service Quality: 

 The results of the exploratory factor analysis (EFA) performed on the 22 items produced only four factors 

with 54.6 percent of total variance explained. Six items have been eliminated as their factor loadings were below 

http://www.emeraldinsight.com.ezplib.ukm.my/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/Articles/2110190201.html#b5
http://www.emeraldinsight.com.ezplib.ukm.my/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/Articles/2110190201.html#b12
http://www.emeraldinsight.com.ezplib.ukm.my/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/Articles/2110190201.html#b8
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http://www.emeraldinsight.com.ezplib.ukm.my/Insight/ViewContentServlet?Filename=Published/EmeraldFullTextArticle/Articles/2110190201.html#b4
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0.50 which were not acceptable according to Lee and Crompton (1992). The Kaiser-Meyer-Olkin (KMO) of 

Sampling Adequacy Test was 0.91 and Bartlett’s Test of Spherecity were significant which indicate that the 

items were appropriate for factor analysis (Hair et al., 1998).  

 The factor loadings for the remaining 16 items were in the range of 0.51 to 0.85. The first dimensions 

labelled as “Reliability” comprised of six items and explained 18.4 percents of the total variance. Item with the 

highest factor loading was “when the bank promises to do something by a certain time, it does so.” The second 

dimension (five items) was known as “Empathy”. This second dimension explained 17.6 percents of the 

variance. The third dimension was labeled as “Tangible” and explained 13.6 percents of the total variance. 

Finally, the fourth dimension comprised of only a single item was labeled as “Special Requirement” explained 

4.96 percent of the total variance.  

 Reliability tests were also performed to assess the degree of consistency between multiple measurements of 

a variable. A measure is reliable to a degree that it gives consistent results. Cronbach’s Coefficient Alpha was 

used to test the internal reliability of the component variables of each factor. Hair et al. (1992) and Grandzol and 

Gershon (1998) suggested that alpha of 0.7 and above are considered acceptable. The results of reliability tests 

revealed that all the three factors fulfilled the requirements. The “reliability” recorded the highest Cronbach 

Alpha of 0.82, followed by “empathy” and “tangible” with alphas of 0.79 and 0.75 respectively. Table 3 

summarizes the results of the reliability tests described above. 

 

Gap Analysis of Bank’s Service Quality: 

 The Table 1 showed the results of gaps analysis conducted between the expectations (desired service level) 

and perceptions (perceived service level) for all items in the Bankqual tested using paired t-tests. The results 

revealed that Malaysian bank customers had relatively high expectation with respect to reliability dimension of 

bank services (“The bank keeps its records accurately” (mean=4.18), and “The bank provides its services at the 

time it promises to do so” (mean=4.11)). Relatively high expectation was also recorded on tangible elements of 

service; “The bank's employees are well dressed and appear neat.” (mean=4.14), and “The bank has up-to-date 

equipment” (mean=4.06).  

 
Table 1: Results of Gap Analysis . 

Dimensions (Items) Expect. 

(Mean) 

Percep. 

(Mean) 

Diff. t 

[Dimension 1: Reliability] 
1. The bank provides its services at the time it promises to do 

so.  

2. The bank keeps its records accurately.  
3. The bank tells you exactly when services will be 

performed.   

4. When the bank promises to do something by a certain 
time, it does so.  

5. When you have problems, the bank is sympathetic and 

reassuring.  
6. The bank is dependable.  

 
4.11 

 

4.18 
3.98 

 

4.00 
 

3.96 

 
4.00 

 
3.49 

 

3.80 
3.38 

 

3.34 
 

3.28 

 
3.47 

 
-0.62 

 

-0.38 
-0.60 

 

-0.66 
 

-0.68 

 
-0.53 

 
9.79 

 

6.32 
9.52 

 

9.24 
 

10.04 

 
8.80 

[Dimension 2: Empathy] 

1. Employees of the bank are never too busy to respond to 
your requests promptly.  

2.  Employees get adequate support from the bank to do their 

jobs well.  
3. The bank gives you individual attention.   

4. Employees of the bank give you personal attention.   

5. The bank has your best interests at heart.   

 

3.94 
 

3.94 

 
3.91 

3.89 

3.89 

 

3.24 
 

3.40 

 
3.20 

3.13 

3.16 

 

-0.70 
 

-0.54 

 
-0.71 

-0.75 

-0.73 

 

10.21 
 

8.39 

 
10.69 

10.85 

9.37 

[Dimension 3: Tangibles] 

1. The bank has up-to-date equipment. 

2. The bank's physical facilities are visually appealing.  
3. The bank's employees are well dressed and appear neat.  

4. The appearance of the physical facilities of the bank is in 

keeping with the type of services provided.  

 

4.06 

3.95 
4.14 

4.00 

 

3.44 

3.48 
3.52 

3.46 

 

-0.62 

-0.48 
-0.62 

-0.55 

 

9.47 

8.36 
9.21 

9.24 

[Dimension 4: Special Requirement] 

1. Employees of the bank know what your needs are.   

 

3.97 

 

3.40 

 

 

-0.57 

 

3.45 

 

 Interestingly, relatively low expectation were exposed on  a couple of items under the empathy dimension - 

“Employees of the bank give you personal attention” (mean=3.98) and “The bank has your best interests at 

heart” (mean=3.89). The largest gap scores measured as the difference between expectation and perception were 

recorded on item “Employees of the bank give you personal attention” (Gap=-0.75) followed by “The bank has 

your best interests at heart” (Gap=-0.73) and, “The bank gives you individual attention” (Gap=-0.71). The three 

largest gaps were all coming from the empathy dimension. On the other hand, the smallest gap was found with 
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respect to item: “The bank keeps its records accurately” (Gap=-0.38) which was under the “Reliability” 

dimension. 

 It is also noted that all scores for perceptions for bank services were lower than those for the expectation 

scores. The paired sample t-test carried out to compare the means between expectations and perceptions showed 

significant results at 0.05 level for all items. These indicated that banks are suffered from a service-quality 

shortfall where level of services provided by the banks basically failed to meet the expectations of their 

customers.  

 

Zone of Tolerance: Local vs. Foreign Banks: 

 The Table 2 clearly showed that the zones of tolerances (ZOT) for all the four dimensions of bank’s service 

quality were larger for the local commercial banks compared to those of their foreign banks counterpart. 

Tangible dimension appeared to be the one with the largest difference (0.14) in zones of tolerances between 

local and foreign banks, followed by empathy dimension (0.12), reliability (0.08), and special requirement 

(0.06).  

 The results of t-tests indicated that only the gap for the tangible dimension between the local and foreign 

bank was significantly difference at 0.05 confidence level. Another dimensions, reliability reported marginal 

difference at 0.1 level between the two types of bank. The size of the zones of tolerances for empathy and need 

were not found to be significantly difference between the local and foreign banks.  

 
Table 2: Local and Foreign Banks in Malaysia. 

Dimension Local Bank Foreign Bank Difference F Sig. t 

Reliability   0.96 0.88 0.08 2.974 0.086 0.878 

Empathy  0.94 0.82 0.12 2.651 0.105 1.247 

Tangible  0.97 0.89 0.14 4.967 0.027* 0.636 

Special Requirement  0.95 0.89 0.06 1.614 0.205 0.461 

* Significant at 0.05 level 

 

Zone of Tolerance: Metropolitan vs. Non-metropolitan Area: 

 The results presented in Table 3 showed that zone of tolerances on all the four dimensions were larger for 

the commercial banks located in the non-metropolitan area compared to those located within metropolitan area.  

The dimension of “Special Requirement” recorded the largest gap of 0.56, followed closely by “Empathy” 

(0.51), “Tangible” (0.48) and finally “Reliability” (0.45).  

 Surprisingly, the results of t-tests revealed that only the gap for the special requirement dimension was 

significantly difference (at 0.05 confidence level) between metropolitan and non-metropolitan areas. Another 

dimension, empathy reported marginal difference at 0.1 confidence level between the two types of locations. 

The gap for reliability and tangible were not found to be significantly difference between metropolitan and non-

metropolitan areas.  

 
Table 3: Metropolitan vs. Non-metropolitan Area in Malaysia . 

Dimension Metropolitan Non-Metropolitan Difference F Sig. t 

Reliability  0.77 1.22 0.45 3.633 0.135 -5.035 

Empathy  0.71 1.22 0.51 1.993 0.058 -5.349 

Tangible  0.78 1.26 0.48 4.706 0.160 -5.486 

Special Req. 0.74 1.30 0.56 1.819 0.031* -4.602 

* Significant at 0.05 level 

 

Discussion: 

Malaysian Bank’s Service Quality: 

 The findings of this study revealed that Reliability is the most important dimension of service quality for 

commercial banks in Malaysia. Reliability dimension reflects the consistency and dependability (Hoffman and 

Bateson, 2006) of a bank’s performance. Reliability-related aspects such as prominent service promises, service 

dependability, punctuality, and accurate records should be uniquely emphasized in the promotional strategies 

and materials. Commercial banks must therefore emphasized more on the efficiency of their staff development 

and training modules to develop highly competent service employees and to deliver excellent customer service. 

The second underlying dimension of Malaysian bank’ service quality is empathy. With respect to this 

dimension, the bank front-liners must be able to deliver customized or personalize service to all their customers. 

Providing empathy services is a big challenge for commercial banks as it requires the capability to experience 

another’s feelings as one’s own. Thus, all employees of the bank need to be professionally trained and motivated 

to provide superb service to customers by controlling their emotional labor constraints. Although empathy was 

the second most important dimension in explaining service quality, all items related to this dimension reported 

relatively moderate level of expectations with means below 4.0. Items “Employees of the bank are never too 
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busy to respond to your request” as well as “Employees get adequate support from bank to do their job well” 

displayed the highest expectations with means of 3.94.  

 Tangible is the third most important service quality dimension for Malaysian banking services. Professional 

services such as banking are credence products with very little tangible cues to signal the level of quality. In this 

context, consumers normally rely on extrinsic cues like corporate or brand image, credentials indicating 

competence and presence of certain physical evidence to ascertain and perceive service quality (Gronroos, 

1990). Therefore, bank managers must ensure that the physical evidences of their bank services are represented 

in professional fashion so that it will be linked with high level of service quality. Item “The bank employees are 

well dressed and appear neat reported the highest expectation for the tangible dimension. The final dimension 

known as “special requirement” requires the bank staffs to fully understand the special or distinctive 

requirements of the bank customers. Market research must be conducted continuously to understand these needs 

and deliver them proactively to the customers.  

 

Gap Analysis and Zone of Tolerance: 

 The gap analysis on bankqual revealed that the most critical area that requires immediate attention is related 

to the empathy dimensions. Interestingly, the four largest gaps found in this study were pertaining to the 

empathy dimensions. Empathy is conceptualized as the caring, individualized attention that the bank provides its 

customers. “Employees of the bank give you personal attention” was the item that displayed the largest gap 

indicating that personalization should be reflected in the service blue print of the Malaysian commercial banking 

industry. The other two items (“The bank gives you individual attention” and “Employees of the bank are never 

too busy to respond to your request”) that produced large gaps were also highly related to this “personal 

attention” attribute. It is also interesting to note that the two smallest gaps fall under the reliability dimension. 

Item “The bank keeps its record accurately” recorded the smallest gap signaling that Malaysian banks are 

perceived to be dependable with regards to record keeping procedures.   

 Compared to the local banks, the zones of tolerance for foreign banks were found to be narrower. This was 

primarily due to their global corporate image which was linked with highly professional management teams and 

superb service performance. Surprisingly, with the exception of tangible dimensions, there were no significant 

differences discovered between the local and foreign banks with respect to the size of zone of tolerance for all 

the four dimensions. These results in particular indicated that customers of local bank are more tolerance with 

the tangibility elements of the bank services compared to the customers of foreign banks. Foreign banks that 

portraying world-class image are expected to possess modern and high-tech equipments, attractive or visually 

appealing physical facilities, and professional appearance of their employees. Apart from the above, physical 

features such as style, color, texture, and sound are also important tangible elements that act as attention-

creating as well as effect-creating medium for an exceptional banking experiences. All these tangible elements 

must be given extra attention by foreign banks to portray their global banking image.   

 This study also showed that the zone of tolerance for banks located within metropolitan zone was narrower 

than those of banks located in non-metropolitan zone. Among the plausible justification that could be provided 

are due to the relatively busier lifestyle of people residing in metropolitan area as well as the existence of large 

pool of educated people. However, there were no significant differences found between local and foreign banks 

with regard to the size of gaps for all the four service quality dimensions except for the “Special Requirement” 

dimension. The finding of this study showed that customers of banks located within metropolitan zone were less 

tolerable if their special needs or requirements have not been satisfactorily delivered by the banks compared to 

those of banks located in non-metropolitan zone.  

 

Conclusion: 

 This study confirmed that the conceptualization of bankqual in the Malaysian context based on the Servqual 

scale as proposed by Parasuraman et al. (1988, 1991). The results indicated that bankqual consists of four main 

dimensions known as reliability, empathy, tangible, and special requirement. Reliability is the most important 

dimension while special requirement is the least important. The gap analysis performed on the bankqual showed 

that the most critical area that requires immediate consideration was pertaining to the empathy – Employees of 

the bank give you personal attention” (Gap=-0.75) followed by “The bank has your best interests at heart” 

(Gap=-0.73) and “The bank gives you individual attention” (Gap=-0.71). Basically, the zones of tolerance for all 

bankqual dimensions for foreign bank were narrower than those for the local banks. However, only the tangible 

dimension reported significant difference between the metro and non-metropolitan zone. As for the comparison 

between locations (metropolitan versus non-metropolitan area), the zones of tolerance for all bankqual 

dimensions for metropolitan area were narrower than those for banks located in non-metropolitan area. 

However, only the special requirement dimension reported significant difference between the two types of 

locations. The results presented in this paper would offer valuable inputs for bank managers or marketers on the 

areas that require major substantial over-haul to enhance the level of Malaysian bank’ service quality.    
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