UNIVERSITY OF MACAU
FACULTY OF BUSINESS ADMINISTRATION

SERVICE QUALITY
AND ITS IMPLICATIONS TO MANAGEMENT:
A CASE OF LUSO INTERNATIONAL BANKING LTD.

Thesis presented to

the Faculty of Business
Administration,
University of Macau
for the granting of the
MBA degree in
Marketing and
Strategic Management.

Lam, Kit Peng Tiffany

1999



TABLE OF CONTENT

TABLE OF CONTENT A — 1
CHAPTER 1 GENERAL INTRODUCTION 1
RESEARCH OBIECTIVE....covtierteieieeetieeemiaereeseaensosiusensanasesssnsemmnmunsssssmmmsnssnssesssnnnnssssssnsesssssssmmnnsnsnnns 2
SCOPE OF STUDY ..oitieriinientcertreeesestiuenreteiassesessessessesnensossssesaassesssssensensestonsensestentansenseonsensensesnnenns 4

L IMIT ATIONS ottt ieetee e erti e e e et eeseaetesiaeserrsassaaaeetrasesressnsssasnnnssesssssassmnnssasesnenssnnssesnsessnnrsasesnnsensees 4
ORGANIZATION OF THE THESIS ...cotitiiriciiierenticiisecstsscis st saisae s e stete e senaasseenseneesreeneennens 5
CHAPTER 2 LITERATURE REVIEW cevseresasneseaentenneassenesanssansareaans 7
WHAT IS A SERVICE? ...ttt ettt ettt tean et et e se e e e e s e asaeneeassenesenneas 7
GOOAS OF SEFVICOS? .......oooveeueeerieeseeeee et et e e te et te e sseese e aneane e ans s et 8
CRAPACIETISHICS Of SEFVICES ....ooeeeeeieeeeteeereiee ettt ettt es et ba st es e e st ¥
RELATING THE CONCEPT OF QUALITY TO SERVICES ...ooviiiieiiiiieeettiiiecen s eeeeevtcres e aiseesevannneeaes 10
Quality gurus and their definitions of quality.................cccccoooioivniiciiniieiicinei e, 10

A snapshot of the concurrent definitions of quality ....................ccccceiiiiiioiniiicnean e, 14

THE ROLE OF THE DISCONFIRMATION PARADIGM IN CUSTOMER SATISFACTION AND SERVICE

QUALITY LITERATURES . ..t ettt e e e et s e e enbaees i8
Expectations as comparison bases....................c.ccoccoiiiiiiiiiiiiiiiiiiiiieee e 19
EXPECIQUIONS OPMQIION ... 23

SERVICE QU'ALITY IN THE CONTEXT OF SERVQUAL ......ooiieceeecreieee 24
Operationalilzation of difference-score measures of service quality ................c..ccceuerreunnenn. 24
Concept of SErvice QUALILY............c.c.cocvvuiieriiiiiiirii ettt e 26
Customey satisfaction (CS) and service quality (SQ) ........ccccceviiviieviiiiirieeiii e 29
Dimensionality of Service QUALILY..............c..ccccuevuiiminieieiiieseieteeee e 31

DISTINCTIVE ASPECTS OF QUALITY BANKING SERVICES .....iiiiiiiiieiiiiiireeeeecerscsenvvennesnneanrneeee s 38
REEIABILILY ..ot s e es e en e esees S 39
The taste of human touch: process AiMeNSIONS............c...ccveeeiciieieiieiaee e 39
TARGIDIES ...ttt s 40

LINKING SERVICE QUALITY TO CUSTOMER BEHAVIOR.........iiiiiiiiiiiiiiinirerersconeeseeesevenvenennnens 41

CHAPTER 3 CONCEPTUAL FRAMEWO;IK AND METHODOLOGY ...ccocervuivvcieens 42

POTENTIAL SHORTFALLS OF SERVQUAL AND THE GAPS MODEL........ocovveierererrinieicirenen. 42

THE INSTRUMENT «.ctttieietiiiittisinssrtiieistinsmtesesstenessanenssseastsssesssssssanassesessnsessessastessssssssnsesessssssssns 43



DATA COLLECTION METHOD .....eeiitieiieieeiertce et ettt et e eeaeesaae et aascesiaa e eaeesraeamaseansbeeans
CUSIOMEF GFOUPS ...t e,
Manager and customer-contact personnel Groups ..............c.coceceeceeeiicinceeveienieeieeieeceeesenn,

QUESTIONNAIRES AND DATA INTERPRETATION ....coueiiiiiiiiiiieiieeteetee et st eare e esaee v
Service quality in the eye Of CUSIOMETS ................cccccocvuceninieneineenisisieere e ess e

Internal operating environments: potential causes of service-quality discrepancies

CHAPTER 4 BACKGROUND INFORMATION OF LIB.....cuoiiiicsiissisesnsansesessesassssaens

LIB S COMPETITION .....uiiiiiiiiiitteeeecrteectiteeesiaeeeeter e eebeesenesaressessrtteeeesstsseeaareseeeeaenraeeeseseassennaens
LIB IN THE MCSI (MACAU CUSTOMER SATISFACTION INDEX) SURVEY ..cuviiiiiiiiiieiieeieeceene

CHAPTER 5 RESEARCH FINDINGS: SERVICE QUALITY IN THE EYE OF
CUSTOMERS ... otentennnnenisrnessssnsnssnssssssssnssssssessissssosssssssassssssssssasssssssansssssessssonssonsasasasans

DATA COLLECTION ...ciitiiiiiiiai et ettt tteeasesbetteeasesaaerarst st eaaessessasansesasssesssensnnsessssnrsssernenrenes
PROFILE§ OF THE CUSTOMER SAMPLE.......iiii ettt e e e e a e e
DIMENSIONS IDENTIFIED IN THE SURVEY c..uutiiiiiiiiee ettt ettt seaera e esenemaanne e
INTERPRETATION OF THE 6-DIMENSION SOLUTION ...coiviiiiritieniieiemeieerr e vt eeeeeerte e an e
Reliability and 1angibles ................ccocoovciiiiiiieiiiii et
ASSUPGIICE ... ettt ettt e ettt a et e eabae e
EMPQIRY. ... er et
RESPONSIVENESS ...

BETWEEN-GROUP COMPARISONS ......ccovevirrennennn RPN

Age groups ........ccoovvvcninicin e e e et e st e b er e et e e et e s e eabee s ereren
TRCOME BFOUDS ...l ettt et e et e e e eaaes e e aneaaas
SERVQUAL ASSESSMENT OF LIB’S SERVICE QUALITY eerieiceiirireneareeenienereessnrerannseeesssreseenns
RELATIVE IMPORTANCE OF THE FIVE GENERIC SERVICE DIMENSIONS.......ccocovvieiienieeieereereeennns

Descriptive SIALISHICS ............ccccoveeeevrennnns. ettt en
Gap 1: Not knowing what Customers Want .................ccoccococcioieiiiieiaiiiiisiit s
POLEREIQL WEAKNESSES.......o..oooevvoe vt

Gap 2: Defective translation of perceived expectations into service-quality standards.......

58



SPECIFICATIONS/POLICIES IMPLEMENTATIONS ....ooitiitiiiiiieriiee sttt s e e e e e e et 88
DeSCHIDIIVE SIALISHICS ......o.eevivieneeieeiiisi ettt ettt st ett e e e sre e eseneeas 88
Gap 3: The service performance Gap..............c...ccoeceveremueieeiiniinieeesaeesees s 90
Gap 4: When promises do not match delivery ...................ccc.ccooiiiininiiiniiiniiiee 93

CHAPTER 7 CONCLUSIONS AND MANAGEMENT IMPLICATIONS .....coceccovereesusanes 9

PERCEIVED SERVICE QUALITY ciiiiiiiiiiiiiir ettt ettt e e e ettt e et e e aaaeess s e aassssaannneseeneeenas 97
Gap magnitudes of the Six diMENSIONS .................ccccoiiiiiiiiiniciiiiiiet e, 97
Ranking of importance among the six dimensions of service quality ................cc.ccceoever.... 97
Implications of beiween-group CompaAriSON.................cccccooiuiiiiiiiiiiii e 98

INTERNAL MANAGEMENT GAPS ... ettt ettt er e e e e ettt e e e e e aeaeeeaeeeesearnnes 99
GAP 1. 99
GUAP 2.t e 100
GAP 3o e 100
GAP G et 100

IMPLICATIONS TO MANAGEMENT ...t ettt rera e e e e es 100

REFERENCES .....ocvnsirrrsimmsnsssssssmmesssssssmssssssssssssessssssmssssssssssssssssssssssssessssssssessisossssasssscssssons 102
APPENDICES......cuririirtninirisseississsnsssissssnsssresssssssesnsssssssssssssas seessnsneesenes 111



