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ABSTRACT  

The service industries are dominating the world economy. Banking service is intangible and it plays crucial role 

not only in the economic development but also in the development of human life. It has high interaction with the 

customers, so managers understand the factors which influence the loyalty of the customers. Loyalty to a bank 

lies with the services offered to the customers and patronizing over the period of time. Since economic reform 

banking sector has undergone drastic changes, facing intense competition in the market (Chaudhari  and 

Halbrook,  2002). The choice and preference of the customers for  selecting  a  bank  depends  on  not  only  on  

the  offered  services  by  the  banks  but  also on the  quality  the way services are offered  to  customers. Banks 

have cited customer loyalty as their main concern, according to a survey by financial services firm Temenos. 

Measuring Service Loyalty becomes indispensible for any service organization to monitor and control the 

quality of service delivery and enjoy competitive advantage. 

This study attempts to portray the dimensions of the service loyalty as perceived by 40 respondents in Kolkata, 

and quantify them in a 5 point likert scale. Individual Service Loyalty Index (SLI) is calculated for each 

dimension and each sector. Also an Overall Service Loyalty Index (OSLI) for each sector is computed to present 

an overall comparison of service loyalty between the public and private sector banks. Study reveals that the 

Public Sector has far better performance than its counterpart Private Sector  in the Behavioural, Attitudinal, 

Cognitive and Commitment dimensions. Whereas the Private Sector has better performed in the Affective and 

Trust aspect. Overall performance of Public Sector Bank is far better than its Private Sector counterpart. 

 

Keywords: Banking Sector, Private Bank, Public Bank, Customer Loyalty, Service Quality, Service 

Loyalty Dimensions 

 

I. INTRODUCTION 

 

Banks play a very important role in the economic development of every country. In this era of stiff competition, 

public and private sector banks in India have realized the importance of achieving high levels of customer 

satisfaction by providing service quality to the customers. Customer service is an integral part of any facet of 

banking and it defines the future of any banking organization. Service quality is particularly essential in the 

banking services because it provides high level of customer satisfaction and hence it becomes a key to 
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competitive advantage which leads to customer retention. Service quality also has a significant impact on a 

bank’s success and performance. In India, this realm has undergone vast changes induced by regulatory and 

competitive forces and the banking industry has undergone revolutionary changes since 1991. Technology made 

tremendous impact by introducing “anywhere banking” and “anytime banking”. It’s the quality of the product or 

service, that satisfies a customer. Service quality is especially important in the banking sector because 

duplication of products and services is relatively easy. Further, differentiation of products is difficult in case of 

the banking sector. Thus, quality becomes the only differentiator and the key to continuing success. With 

increasing competition, banks that survive and succeed will be the one that provide quality service. Research 

studies have repeatedly proved that customers are willing to pay for quality service. Banks that wish to succeed 

and stay ahead must, therefore, systematically build a structure that aims at providing Total Quality Service. In a 

service sector like banking industry, the whole range of activity and generation of income swivels around the 

customer. Thus it is necessary to identify the key success factors in the banking industry, in terms of customer 

satisfaction keeping in view the increasing market size and intense competition.  

  

II. LITERATURE REVIEW 

 

Service Loyalty is the degree to which a customer exhibits repeat purchasing behavior from a service provider, 

possesses a positive attitudinal disposition towards the provider when a need for this service arises (Gremler & 

Brown, 1996). “Service Loyalty” is the most important aspect in the age of relationship marketing. Loyal 

customers create value for any business through a range of positive outcomes such as, repeat purchases, 

recommendation and reduced response to competitor activity. Managing the customer experience effectively to 

build loyalty takes a huge amount of effort and skill – so loyalty brings a competitive advantage which is hard to 

beat. When customer satisfaction declines, business suffers. 

Satisfaction with a bank's products and services thus also plays a role in generating loyalty that might be absent 

in the retention situation. Customer loyalty is therefore not the same as customer retention, as loyalty is distinct 

from simple repurchase behaviour. Service loyalty reduces all incurred costs thus increase profitability of any 

business. All business basically aims at 3Rs. They are "Retain old customers", Recruit new customers, Regain 

lost customers". The retention cost is cheaper than to recruit a new customer (Barsky, 1994). The purchase 

demand of service  depends  on  the  service quality as perceived by the customers  (Bass,  1974; Tranberg  and 

Hansen,1986).  Jacoby and Chesnut (1978) have interpreted loyalty as patterns of repeat purchase of product or 

service.   

Numbers of strategies have been introduced to retain customers. In order to attract and retain existing customers 

and  increase  loyalty, many banks have  introduced  innovative product and services  ( Alam and Khokhar, 

2006). Service quality influences the customer’s intentions to buy a specific brand provided by a bank. Evidence 

suggests that service quality influences consumer behavior and intention (Veloutsou et al.,2004; Ruyter et al., 

1998). According to Gremler and Brown, ( 1996) It is interpersonal bonds which  is defined as the degree to 

which customers perceive having a personal, sociable relationship with service provider employees / 

organization,  including  customer  friendship,  feelings  of  familiarity,  trust  and    comfort. Morgan and Hunt 
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(1994) have added  reliability and integrity are also important elements for trust  on partner. Customer loyalty 

depends on customer satisfaction, inter-personal bonds and switching cost. 

 

III. OBJECTIVES OF THE STUDY 

 

i) To prepare Indices to compare Service loyalty between the Public and Private Sector Banks. 

ii) To focus on the dimensions where banks of both the sector needed to improve in terms of quality as 

perceived by the customers. 

 

IV. METHODOLOGY 

Variables used for the Study 

The following variables are used for the data collection process: 

i) Demographic variables – age, education, gender, profession, income 

ii) Service Loyalty dimensions – Behavioural, Attitudinal, Cognitive, Affective, Commitment, Trust 

iii) Type of Banking sectors – Public, Private 

 

V. DATA COLLECTION METHODOLOGY 

Structured, non-disguised, close-ended questionnaire. The researcher administered the instruments personally to 

the respondents. The feedback was  used  to  validate  the  instruments  in  readiness  for  the  study.  After 

administering the instruments to the selected respondents, the data obtained was a true reflection of the variables 

under study. Customers of private sector and public sector banks are considered as respondents of the study. 

From each company 50 customers are selected by convenient and incidental sampling method out of which only 

40 questionnaire are completely filled and ready for analysis. The questionnaire consists of questions relating to 

the respondent’s experience with their banking service provider. Opinions of the respondent ranges from 

expected, predicted and perceived services covered under six dimensions of the banks services i.e., Behavioral, 

Attitudinal, Cognitive, Affective, Trust and Commitment.  

 

VI. DATA ANALYSES METHODOLOGY 

For calculating the individual dimension of the service loyalty the following mathematical expression is used: 

            ∑ (D1/P1 + D2/P2 + D3/P3 + D4 /P4 + ………. + Dn/Pn) *100 

 SLI = ------------------------------------------------------------------------------  

N  

Where ∑ = summation of all the values on numerators. 

 D1, D2 , ------------------------ Dn represents the  total  score made  by  all  the  respondents  on  a  particular  

dimension  of  the service. 

P1, P2, P3, --------Pn refer to potential score obtainable on each dimension of the service. (Pramanik et al., 2011). 

Each dimension have been quantified on 5 point Likert scale as 5, 4,3,2,1 for all individual service for each 

dimension. Hence, banking service has the option for getting maximum score 5 and minimum 1. 
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Overall Service Loyalty Index (OSLI) is calculated as: 

                         ∑ (SLI1 + SLI2 + ……………+ SLIn) 

OSLI = ---------------------------------------------------------  

                                                Z 

Where SLI1, SLI2, SLI3 --------------- SLIn  refer to the individual dimension of banking service.  

Z refers total number of dimension (Pramanik et al., 2011).  

  

VII. EMPIRICS 

The demographics of the respondent is presented under the 5 attributes i.e. gender, age, qualification, profession, 

income level. The following table(s) depicts the respondent’s profile and the type of company they have selected 

for patronizing. According to the findings the majority age group insured is young (less than 30 years) (32.5%) 

and among them 61.5% has availed the services of public sector, i.e. SBI and rest are with private sector i.e. 

Axis Bank Ltd. Most of the respondents are graduates (45%) and they have equal preferences for public and 

private sector. Service holders (45%) mostly prefer private sector bank (Axis) while retired individuals and 

housewives prefer public banks company (SBI). Male respondents (80%) dominated the profile with equal 

preference towards public and private banks and income level of the majority is between 1 lakh – 3 lakhs (42.5 

%). 

Respondents’ Profile Bank wise: 

Table 1: Parameter: Age 

 

 
Customers of 

Total Public Private 

Age Less than 30 

years 

8 5 13 

30 - 40 years 4 6 10 

40 - 50 years 7 1 8 

50-60 years 0 7 7 

Above 60 years 1 1 2 

Total 20 20 40 
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Table 2: Parameter: Educational Qualification  

 

 
Customers of 

Total Public Private 

Educational 

Qualification 

Secondary 3 1 4 

Higher Secondary 5 2 7 

Graduate 9 9 18 

Post Graduate & 

above 

3 6 9 

Professional 0 2 2 

Total 20 20 40 

 

 

Table 3: Parameter: Profession  

 

 
Cusomers 

Total Public Private 

Profession Student 3 0 3 

Self-

Employed 

7 6 13 

Service 5 13 18 

Retire 2 0 2 

House-Wife 3 1 4 

Total 20 20 40 

 

 

 

 

 

 

Table 4: Parameter: Gender 
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Customers of 

Total Public Private 

Gender Male 16 16 32 

Female 4 4 8 

Total 20 20 40 

 

 

Table 5: Parameter: Annual Income  

 

 
Customers of 

Total Public Private 

Annual 

Income 

Less than 1 

lakh 

6 3 9 

1 lakh - 3 lakhs 9 8 17 

3 lakhs - 6 

lakhs 

5 5 10 

Above 6 lakhs 0 4 4 

Total 20 20 40 

 

Individual Service Loyalty Index 

To improve customer satisfaction the banks have to find ways to make their services more tangible. To increase 

the productivity of the providers who are inseparable from their products, to standardize the quality in the face 

of variability, and to improve the demand situation and supply capacities in the face of service perishability. 

Informing, educating, motivating, persuading, advising and other services prior to, at the time of and after the 

issuance of the banks document make the purchase of banks dissimilar from purchasing other products and from 

even other services.  This will make the customers benefitted and satisfied. Satisfied customers over a period of 

time tend to become loyal patron of the service organization. On the basis of literature review and basic 

qualitative customer interviews the following 6 dimensions are indentified for comparing customer satisfaction 

between the public sector bank (SBI) and private sector bank (Axis Bank Ltd). 

a) Behavioural Dimension 

b) Attitudinal Dimension 
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c) Cognitive Dimension 

d) Affective Dimension 

e) Commitment Dimension 

f) Trust Dimension 

Reliability Test (Internal Consistency) 

Table 6: Reliability Analysis 

 

Cronbach's 

Alpha N of Items 

.894 19 

Reliability test, being the most widely used method to measure internal consistency, was conducted on the 19 

variables bearing a Cronbach’s alpha of 0.7 and above (Cronbach’s alpha = 0.894). The results inferred the 

questionnaire was measuring service quality in a meaningful way. 

Table 7: Comparing Individual Service Loyalty Index 

SL. 

No 

Dimensions Public Bank Private Bank 

 Behavioural (SLI1) 

 

a) I will get associated with my bank 

again in future 

 

b) Try new services provided by my 

bank. 

 

c) Refer other people to avail the services 

of this bank. 

 

 

d) Spread positive word of mouth about 

the services of this bank. 

82.0 

 

a) 0.86 

 

 

b) 0.73 

 

 

c) 0.85 

 

 

 

d) 0.84 

73.0 

 

a) 0.71 

 

 

b) 0.72 

 

 

c) 0.72 

 

 

 

d) 0.77 
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2 Attitudinal (SLI2) 

 

a) I will continue using the services of 

this bank. 

 

b) I have strong preference to this bank 

than others. 

 

c) Even an increase in price of the 

service will not switch me to other 

bank. 

 

 

 

80.33 

 

a) 0.81 

 

 

b) 0.87 

 

 

c) 0.73 

 

 

 

 

63.33 

 

a) 0.82 

 

 

b) 0.63 

 

 

c) 0.45 

 

 

3 Cognitive (SLI3) 

 

a) I have found this bank better than 

others. 

 

b) Repeatedly, I perceive the 

performance of this bank better than 

other. 

 

85.5 

 

a) 0.88 

 

 

b) 0.83 

 

 

 

66.5 

 

a) 0.66 

 

 

b) 0.67 

 

 

 

 

4 Affective (SLI4) 

 

a) I dislike the terms & policies of this 

bank. 

 

b) I possess negative attitude towards this 

bank. 

 

c) I like the performances and services of 

the bank. 

 

 

 

53.0 

 

a) 0.49 

 

 

b) 0.34 

 

 

c) 0.76 

 

 

 

 

54.0 

 

a) 0.37 

 

 

b) 0.41 

 

 

c) 0.84 

 

 

 

 

5 Commitment (SLI5) 

 

73.0 

 

56.33 
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a) I feel I’m very committed to this bank. 

 

b) I will continue using the service in 

spite of hearing negative publicity 

about this bank in the market. 

 

c) I strongly value my committed 

association with this bank. 

 

a) 0.75 

 

 

b) 0.68 

 

 

 

 

c) 0.76 

 

 

 

 

 

a) 0.72 

 

 

b) 0.32 

 

 

 

 

c) 0.65 

 

 

 

 

6 Trust (SLI6) 

 

a) I consider the bank as a friend of mine 

 

b) The employees of the bank go out of 

way to provide service for me in 

emergency. 

 

c) The bank personnel are filled with 

professionalism and dedication. 

 

d) Bank personnel are completely 

educated with the detailed product 

knowledge. 

 

78.0 

 

a) 0.82 

 

 

b) 0.76 

 

 

c) 0.79 

 

 

 

 

d) 0.75 

79.5 

 

a) 0.70 

 

 

b) 0.73 

 

 

c) 0.84 

 

 

 

 

d) 0.91 

From the above table the following can be inferred: 

1) Public Bank is doing well behavior wise than Private Banks. 

2) Attitude wise Public Banks out performed Private Banks. The reason may be that respondents have 

strong feeling of security with public banks, as they are assuming that government is the guarantor of 

their money. 

3) Public Bank have strong base for cognitive aspect than Private Bank. 

4) Respondents are more affectionate towards Private Bank than Public Bank. This may be attributed 

because of their user friendly rules and policies than public banks. 

5) Respondents are more committed to maintain relationship with Public Bank. The probable reason may 

be that private banks are comparatively new to the market than their public counterpart. 
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6) Trust factor results from efficient customer relationship, flexible / customized plans and procedures, 

dedicated and professional service providers. No wonder that Private Bank performed well in this 

dimension than its public counterpart. 

 

Overall Service Loyalty Index 

Overall Service Loyalty Index (OSLI) attempts to measure the performance of the bank as a whole perceived by 

the respondents.  

Overall Service Loyalty Index (OSLI) is calculated as: 

                         ∑ (SLI1 + SLI2 + ……………+ SLIn) 

OSLI = ---------------------------------------------------------  

                                                Z 

Where SLI1, SLI2, SLI3 --------------- SLIn refer to the individual dimension of banks service.  

Z refers total number of dimension (Pramanik et al., 2011).  

OSLI public = 74.97 

OSLI private = 65.44 

 

VIII. CONCLUSION & SUGGESTION 

It is observed that the OSLI for Public Bank (74.97) is much greater than Private Bank, (65.44). Public Bank is 

ahead in all the dimensions except for Affective and Trust, where they may loose ground to their counterpart. 

Private Banks Company on the other hand needs to win the heart of their customers mainly in the behavioural, 

affective and the cognitive aspect by providing consistent quality service and somehow providing reliable 

tangibles to enhance their credibility and maintaining more efficient customer relationship than before. 

Although they are comparatively new in this sector than their public counterpart, this study will hopefully 

provide them with some guidelines relating to service gap and the strategies they should implement to stay 

ahead in the long run. 

 

IX. LIMITATION 

Due to time constraint the number of sample taken is too low to draw the inference. But last not the least it can 

help us to show some directions towards the loyalty. 

 

REFERENCES 

 

[1]. Alam M, Khokhar R (2006). "Impact of Internet on Customer Loyalty in Swedish Banks". J. Econ. 

Psychol., 16: 311-29. 

[2]. Barsky, J. (1994), World -Class Customer Satisfaction, IL: Irwin Professional Publishing, Burr Ridge. 

[3]. Bass, F. M. (1974). The theory of stochastic preference and brand switching. Journal of Marketing 

Research, 11(1): 1-20. 

[4]. Chaudhuri, A. and M. B. Holbrook. 2002,  „Product-class effects on brand commitment and Brand 

outcomes: The role of brand trust and brand affect.‟ Journal of Brand Management, 10 (1), pp.33-58. 



 

401 | P a g e  

[5]. Gremler, D. D., & Brown, S. W. (1996). Service loyalty: Its nature, importance, and 

implications. Advancing Service Quality: A Global perspective, 

[6]. Jacoby J, Chestnut RW. In: Webster FE, editor. Brand Loyalty: Measure-ment and Management. New 

York: Wiley, 1978. 

[7]. Morgan,  R.  and  Hunt,  S.  (1994).  “The  commitment-trust  theory  of  relationship  marketing”.  

Journal  of  Marketing. Vol. 58. No  3, pp. 20-38. 

[8]. Pramanik, R., Prakash, S., & Prakash, G. (2011). Service Loyalty Measuring Index For Banking Services: 

A Comperative Study Of Private And Public Banks. International Journal of Business and Management 

Tomorrow, 1(1), 274-282. 

[9]. Roy, S. (2012). Brand Loyalty in Banks Companies. Journal of Economic Development, Management, I 

T, Finance and Marketing, 4(1), 12-26. 

[10]. Tranberg, H. & Hansen, F. (1986). Patterns of brand loyalty: Their determinants and their role for leading 

brands. European Journal of marketing, 20(3): 81-109. 

[11]. Veloutsou, C.; Daskou, S. and Daskou, A. (2004). “Are the determinants of bank loyalty brand 

specific?”. Journal of Financial Services Marketing, vol. 9, n. 2, pp. 113-125. 

 


