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ABSTRACT 

Today’s service industry strategy – to win 
customer satisfaction through superior service – is 
akin to the industrial firms’ focus during the past 
decades upon succeeding through superior product 
quality. Many companies now have a “customer 
satisfaction index” as one of their key performance 
indicators (KPI).  However, only few of them are 
capable of systematically developing and achieving 
quality initiatives like those in the manufacturing 
arena, due to a lack of understanding about the 
customer satisfaction chain.  

With a better understanding of the customer 
satisfaction chain, firms would be able to make more 
effective use of their limited resources through 
quality initiatives for the real needs of their 
customers.  This research attempts to create a better 
understanding of the relationship between different 
types of service quality attributes and customer 
satisfaction, by focusing on the retail banking 
industry in Thailand.  The study finds that there are 
three types of quality attributes that affect customer 
satisfaction: (1) basic factors, (2) performance 
factors, and (3) excitement factors, and these factors 
will vary in their impact on customer satisfaction.  
Basic factors are found to correlate with overall 
customer satisfaction in a decreasing fashion while; 
on the contrary, excitement factors are found to have 
increasing correlation.  For performance factors, their 
relationship with overall customer satisfaction is 
found to be in a linear fashion.  This study also finds 
that the higher the level of customer satisfaction, the 
higher the levels of customer attitudinal and 
behavioral loyalty. 
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บทคัดยอ 
ในปจจุบันกลยุทธการสรางความพึงพอใจใหกับลูกคา

คือกลยุทธที่สําคัญของภาคธุรกิจการบริการเชนเดียวกับ 
กลยุทธที่ภาคอุตสาหกรรมตองการที่จะสรางผลิตภัณฑที่มี
คุณภาพที่เหนือกวาคูแขงใหกับลูกคาของตน ทุกวันนี้มี
องคกรดานบริการจํานวนมากไดใหความสําคัญกับการ
สรางความพึงพอใจใหกับลูกคาโดยใชดัชนีความพึงพอใจ
เปนหนึ่งตัววัดประสิทธิภาพหลักขององคกร แตอยางไรก็
ตามมีองคกรจํานวนไมมากนักที่ประสบความสําเร็จใน
เรื่องดังกลาวโดยสาเหตุหลักประการหนึ่งคือการขาดความ
เขาใจในเรื่องกระบวนการสรางความพึงพอใจใหกับลูกคา 

ดวยความเขาใจในกระบวนการสรางความพึงพอใจ
ใหกับลูกคา องคกรจะสามารถใชทรัพยากรที่มีคาของ
องคกรไปพัฒนาในสิ่งที่จะตอบสนองตอความตองการที่
แทจริงของลูกคาไดอยางมีประสิทธิภาพและประสิทธิผล 
งานวิจัยนี้มุงเนนที่จะศึกษาถึงเรื่องดังกลาวโดยใชธนาคาร
พาณิชยในประเทศไทยในสวนของลูกคารายยอยเปน
กรณีศึกษา โดยทั้งนี้ผลของการวิจัยพบวา ปจจัยคุณภาพ ที่
จะสรางความพึงพอใจใหแกลูกคานั้นสามารถแบงออกได
เปน 3 ประเภท คือ (1) ปจจัยคุณภาพพื้นฐาน (2) ปจจัย
คุณภาพสําคัญ และ (3) ปจจัยคุณภาพเกินความคาดหมาย 
ซึ่งผลของปจจัยเหลานี้ตอความพึงพอใจของลูกคาจะมี
ความสัมพันธที่แตกตางกัน กลาวคือ ความสัมพันธของ
ความพึงพอใจของลูกคากับปจจัยคุณภาพพื้นฐานจะมี
ลักษณะที่ เพิ่มขึ้นในอัตราที่ถดถอยยกกําลัง  แตความ 
สัมพันธของความพึงพอใจของลูกคากับปจจัยคุณภาพเกิน
ความคาดหมายจะมีลักษณะที่เพิ่มขึ้นในอัตราที่เพิ่มขึ้น
แบบยกกําลัง และความสัมพันธของความพึงพอใจของ
ลูกคากับปจจัยคุณภาพสําคัญ จะมีลักษณะที่เพิ่มขึ้นเปน



 

เสนตรง นอกจากนี้ผลการศึกษายังพบวาระดับความพึง
พอใจของลูกคามีความสัมพันธกับระดับของความภักดีเชิง
ทัศนคติ และความภักดีเชิงพฤติกรรม  

 
INTRODUCTION 

No organization, operating in any sector, can 
avoid the increasingly competitive landscape.  In the 
financial service industry, for example, deregulation 
has increased competition due to the entrance of new 
global players including new banks, fund manage-
ment companies, brokerage services, and insurance 
firms.  In addition, the border between different 
businesses is becoming less apparent.   

In order to remain competitive, manufacturing 
firms made quality a focal point through initiatives 
launched in past decades.  Concepts such as zero 
defect, Total Quality Management, Six Sigma, and 
the like are among key approaches that firms 
employed in order to be able to deliver quality 
products and to remain competitive.  In this decade, 
the quality movement, which swept the manu-
facturing sector in the past, is becoming more and 
more important to firms in the service sector. 

Unlike flawless quality in manufacturing, 
flawless performance in service does not mean 
compliance with rigid standardization, but ensuring a 
100 percent satisfactory performance from a 
customer’s viewpoint.  Akin to the cost of producing 
poor quality products, the cost of delivering poor 
quality service includes the costs associated with 
redoing the service, compensating for poor service, 
loss of customers, and negative word of mouth 
(Bitner et al. 1994).   

More importantly, the cost of retaining existing 
customers by ensuring their satisfaction is signifi-
cantly lower than the cost of acquiring new customers.  
Studies have shown that a 5 percent increase in 
customer retention could increase a bank’s pro-
fitability by an average of 50 percent.  On the contrary, 
attrition of a bank’s most profitable customers is 
extremely damaging, since the “80/20” rule is perhaps 
the most evident in financial services (Morgan 2003).  
Furthermore, since customers normally perform 
business with multiple financial institutions, it is 
crucial that a firm competes for a customer’s share of 
wallet to gain a share of a customer’s product portfolio 
in order to enhance and maintain and the firm’s long-
term profitability.  Accordingly, managers in the 
financial service industry are striving to move their 
organizational culture toward a customer-centric 
organization where the emphasis will be on “listening” 
to the customer’s needs and seeking key drivers of 
customer satisfaction.  The financial institutions that 
will grow and prosper in this competitive environment 
are the ones that succeed in building a base of loyal 
customers and are able to differentiate themselves via 
superior service quality (Morgan 2003). 

LITERATURE REVIEW AND HYPOTHESES 

In today’s world of intense competition, a firm’s 
ability to deliver high quality service that results in 
satisfied customers is the key to a sustainable 
competitive advantage (Shemwell et al. 1998).  
Muffato and Panizzolo (1995) also suggested that 
customer satisfaction is considered to be one of the 
most important competitive factors for the future, and 
will be the best indicator of a firm’s profit ability.  
They further suggest that customer satisfaction will 
drive firms to improve their reputation and image, to 
reduce customer turnover, and to increase attention to 
customer needs.  Such actions will help firms create 
barriers to switching, and improve business rela-
tionships with their customers. 

Parasuraman et al. (1985) suggested that services 
differ from goods in terms of how they are produced, 
consumed, and evaluated.  They further viewed that 
services are intangible since they are performances 
and experiences rather than objects that can be 
precisely manufactured.  Services are heterogeneous, 
that is, their performance often varies from producer 
to producer, customer to customer, and day to day.  
More importantly, production and consumption of 
services are inseparable.  Unlike goods that can be 
engineered at a manufacturing plant and delivered 
intact to the customer, quality in services often 
occurs during service delivery, which is the inter-
action between a customer and a service provider.  
Given the differences between services and goods as 
previously mentioned, quality of service is more 
difficult for customers to evaluate than quality of 
goods. Customers evaluate service quality not only 
on the outcome of the service but also on the process 
of service delivery, and from how well a service 
provider actually performs, given their expectations 
of service performance. 

 
Chain Reaction of Customer Satisfaction 

Although many businesses are interested in 
maximizing customer satisfaction, it is not because 
customer satisfaction is the ultimate objective in 
itself.  The underlying motive is that satisfied 
customers yield greater profits. Companies with more 
satisfied customers will be more successful and more 
profitable.  As briefly discussed earlier, customer 
satisfaction can result in various benefits.  For 
instance, satisfied customers tend to be less price-
sensitive, more willing to buy additional products, 
and less influenced by competitors (Hansemark & 
Albinsson 2004).  Therefore, rather than focusing on 
maximizing customer satisfaction alone, it is more 
important to understand the chain reaction of 
customer satisfaction and to aim for maximizing the 
impact of the entire chain.   

Anderson and Mittal (2000) proposed the con-
ceptual logic of relationships within the customer 
satisfaction chain:  By improving product and service 
quality attributes, customer satisfaction should increase. 
 



 

The increase in customer satisfaction should lead to 
greater customer retention and loyalty.  Then, the 
improvement in customer retention and loyalty will 

lead to greater profitability.  Figure 1 reveals the 
chain reaction of customer satisfaction. 

 
 

Figure 1: Chain Reaction of Customer Satisfaction 
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In addition to support from a number of studies 
on the relationship between service quality attributes 
and customer satisfaction, other empirical support for 
other linkages under this conceptual logic can also be 
found in varied literature.  Regarding the relation-
ship between satisfaction and retention, several 
studies (Anderson & Mittal 2000, Zeithaml 2000) 
find that increasing overall customer satisfaction 
leads to greater repurchase intention, as well as actual 
repurchase behavior.  Rust and Zahorik (1993) focus 
on the retail banking industry.  They seek to identify 
the relationship among customer satisfaction, 
retention, and profitability, concluding that retention 
rates drive market share, and customer satisfaction is 
a primary determinant of retention.  Reichheld and 
Sasser (1990) also discuss the relationship between 
customer retention and company revenues. They 
suggest that three relationships work in conjunction 
in such a way that a small improvement in customer 
retention can have a large effect on company 
revenues. 

Regarding the effect of customer loyalty, it is 
found that higher loyalty will lower servicing costs, 
reduce marketing expenses, and increase business 
from the current customers. Levesque and McDougall 
(1996) suggest that these effects are particularly true in 
the retail banking.  They further note that, in retail 
banking, increasing customer satisfaction and loyalty 
will result in reducing banks’ servicing cost and 
gaining knowledge of the financial relationship and 
customers’ needs, thereby allowing banks to 
effectively and efficiently cross-sell existing and new 
products or services to their customers. 

 
Related Theories and Previous Studies 

Service quality and customer satisfaction are  
two intertwined constructs that are at the root of 
marketing theory and practice. A wide range of 
literature on customer satisfaction and service quality 

suggests the two constructs are closely related but 
conceptually distinct (Parasuraman et al. 1985, 
Dabholkar 1995, Shemwell et al. 1998, Suresh-
chandar et al. 2002). Therefore, it is important to 
understand the determinants of the two constructs in 
order to investigate their linkage.   

The theory of “factor structure of customer 
satisfaction” (Johnston 1995, Matzler and Sauerwein 
2002), which utilizes “Critical Incident Technique – 
CIT” in determining the factors that customers 
believe to have major impact on their satisfaction or 
dissatisfaction is among the concept that is utilized 
by various studies.  According to Johnston (1995), 
the early work of the factor structure hypothesizes 
that there are two types of determinants – instru-
mental (the performance of the physical product) and 
expressive (the psychological performance of the 
product) – and both aspects have to be addressed in 
order to satisfy the customer. 

The next phase of the studies found that there are 
attributes related to dissatisfaction as well as satis-
faction.  Thus, it has been proposed that determinants 
of service quality should be based on a three-factor 
theory instead of a two-factor theory as originally 
proposed (Johnston 1995, Anderson & Mittal 2000).  
The use of a three-factor structure for identifying 
determinants of service quality is supported by 
different research methods; however, it must be 
acknowledged that CIT (Critical Incident Technique) 
is one of the most widely used methods in many 
studies.  By using CIT, Matzler and Sauerwein 
(2002) propose that determinants associated with 
dissatisfaction are significantly different from those 
that create satisfaction.  The three-factor structure has 
uncovered the following observations: 

 (1) Basic factors.  They are minimum require-
ments that cause dissatisfaction if not fulfilled; 
however, they do not lead to customer satisfaction    
if fulfilled or exceeded.  It is suggested that the 



 

fulfillment of basic factors is necessary, but not 
sufficient to create satisfaction.  Customers think of 
basic factors as prerequisites, thus these factors are 
fully expected. As such, the relationship between 
basic factors and customer satisfaction will not be 
symmetric and linear but would rather establish   
both negative asymmetry and diminishing return 
(Figure 2). 

 (2) Important performance factors or perfor-
mance factors.  These factors can lead to satisfaction 
if fulfilled or exceeded; however, they can also lead 
to dissatisfaction if not.  Since these factors will pro-

duce both satisfaction and dissatisfaction, the 
relationship between performance factors and cus-
tomer satisfaction will be symmetric and linear 
(Figure 2). 

 (3) Excitement factors.  These factors can 
increase satisfaction if delivered; however, they      
do not cause dissatisfaction if they are not well 
delivered.  As a result, the relationship between 
excitement factors and customer satisfaction will not 
be symmetric and linear but would rather establish 
positive asymmetry with increasing return (Figure 2).

 
 

Figure 2:  Relationship between Performance of Satisfaction Factors and Customer Satisfaction 
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Through the use of the three-factor structure, 
Vavra (1997) proposes that by combining implicit 
and explicit (self-stated) needs of the customer in a 

two-dimensional matrix, three satisfaction factors can 
be identified as shown in Figure 3 

 

Figure 3: The Importance Matrix 

 
 

The above findings has significant implications 
for businesses.  It is crucial that a firm identifies 
basic factors and is able to fulfill them, just to 
establish a fundamental level of its business.  If a 

firm succeeds in delivering basic factors at a 
satisfactory level, increasing the quality of these 
factors cannot help but lead to a higher level of 
customer satisfaction.  



 

On the contrary, performance factors are the 
needs and wants that customers have stated.  Thus, a 
firm must be competitive in the fulfillment of 
performance factors.  Excitement factors are those 
which customers are not expecting.  These surprising 
and unexpected factors can generate delight, thus a 
firm should attempt to produce them in order to be 
ahead in the service quality game. 

 
Customer Retention and Loyalty 

Customer loyalty and customer retention are  
two constructs that are discussed and used inter-
changeably in literature of service quality and cus-
tomer satisfaction. Although these two constructs 
seem to be similar, and have a strong relationship, 
they are in fact two different, unique variables.  In 
contrast to customer loyalty, which contains both 
behavioral and attitudinal aspects, the construct of 
customer retention contains only behavioral aspects 
of the customer (Hennig-Thurau et al. 1997).  Cus-
tomer retention is simply a measurement of the 
length of continuity of interaction of any customer 
with a focal company.  Customer loyalty, in contrast, 
is a more useful concept since it allows a broader 

understanding of both the customer’s attitudinal and 
behavioral actions towards a firm.  When measured 
through behavioral aspects, customer loyalty can be 
viewed as the long-term choice probability for a 
brand, or as a minimum need for switching.  On the 
other hand, when measured as attitudinal aspects, 
customer loyalty will mainly involve brand re-
commendations, resistance to superior products, 
repurchase intention, and willingness to pay a price 
premium.   
 

RESEARCH FRAMEWORK AND HYPOTHESES 
Based on the three-factor structure of customer 

satisfaction theory, through the use of approaches 
such as Critical Incident Technique (CIT), it is 
possible to identify service quality attributes that are 
essential to the customer.  Under the three-factor 
structure of customer satisfaction theory, service 
quality attributes have different effects upon overall 
customer satisfaction, depending on which of the 
three categories such an attribute is considered to fall 
under.    

 
Figure 4: Research Framework 

 
 

 
 
 
 
 
 
 
 
 
 
 

As can be seen under the proposed framework in 
Figure 4, this study will explore service quality 
attributes in the retail banking industry and identify 
which service quality attributes should be under 
which category of the three-factor structure of 
customer satisfaction theory.  After finding the 
quality attributes under each category of the quality 
factors, this research will study the relative impact of 
each of the three quality factors that are (1) 
performance factors, (2) excitement factors, and (3) 
basic factors on overall customer satisfaction. Then 
the study will explore the relationship between 
overall customer satisfaction and behavioral and 
attitudinal loyalty.  However, this study is not 
designed to directly verify the relationship between 
customer satisfaction and firm’s performance, since 
there could be numerous independent variables that 
are not within the scope of this study and cannot be  
 

controlled but may cause differences in firm’s 
performance.  Thus, this study will only explore the 
relationships (1) between different types of quality 
attributes and customer satisfaction and (2) between 
customer satisfaction and behavioral and attitudinal 
loyalty through the following five hypotheses: 
Proposition 1: The relationship between a firm’s 

performance in “performance factors” 
and “overall customer satisfaction”  
will be linearly correlated. 

This proposition is to verify the principle of the 
theory that “performance factors” are viewed as 
essential requirements of service; therefore, based on 
whether expectations are met or not, they tend to 
directly increase or decrease overall satisfaction.  The 
hypothesis to be tested under this proposition is as 
follows: 
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H1: “Overall customer satisfaction” 
will correlate with a firm’s 
performance in “performance 
factors” in a linear fashion. 

Proposition 2:  The relationship between a firm’s 
performance in “excitement factors” 
and “overall customer satisfaction” 
will be non-linear and increasing. 

This proposition is to verify another principle of the 
theory that the “excitement factors” are the hidden 
needs of service.  Therefore, in the medium to high 
range of performance in “excitement factors” when 
unexpected attributes are delivered, they tend to 
create or drastically enhance “overall customer 
satisfaction.”  In contrast, under the low range of 
performance in “excitement factors”, since customers 
do not normally expect a service provider to be able 
to meet these hidden requirements, customer 
satisfaction will not be greatly affected if a service 
provider cannot fulfill such excitement attributes.  
The hypothesis to be tested under this proposition is 
as follows: 

H2: “Overall customer satisfaction” 
will correlate with a firm’s 
performance in “excitement fac-
tors” in an increasing fashion.  

Proposition 3:  The relationship between a firm’s 
performance in “basic factors” and its 
“overall customer satisfaction” will 
be non-linear and diminishing. 

 
This proposition is to verify the fundamental 
principle of the theory that the “basic factors” are the 
minimum requirements of service. Therefore, in the 
medium to high level of performance in “basic 
factors”, that is, when expectations are met or 
exceeded, they do not tend to create or enhance 
“overall customer satisfaction.”  On the contrary, 
under low level of performance in “basic factors,” 
customers tend to be unsatisfied if a service provider 
cannot fulfill such basic attributes.  The hypothesis to 
be tested is as follows: 

H3: “Overall customer satisfaction” 
will correlate with a firm’s per-
formance in “basic factors” in a 
diminishing fashion. 

Proposition 4: “Overall customer satisfaction” will 
be linearly correlated with both 
“behavioral loyalty” and “attitudinal 
loyalty.” 

This proposition is to confirm the notion that 
customer satisfaction is a crucial factor for businesses 
as it strongly relates to both the customer’s 
behavioral and attitudinal loyalty, which are the two 
factors that directly impact the economy of any 
organization.  Two hypotheses will be tested as 
follows: 

H4:  “Overall customer satisfaction” 
will correlate with “behavioral 
loyalty” in a linear fashion. 

H5:  “Overall customer satisfaction” 
will correlate with “attitudinal 
loyalty” in a linear fashion. 

 

RESEARCH DESIGN AND METHODOLOGY 
Research Design 

In order to obtain data for the calculation of 
explicit and implicit importance, as well as the level 
of customer satisfaction and customer loyalty, this 
study will use a force-ranked questionnaire as a tool 
to get responses from the subjects.  The question-
naires will be sent to diverse participants through 
email to rate both the importance and the per-
formance of the proposed quality attributes of the 
main financial institutions they transact with, and 
also to rate, in multiple items, the degree of satis-
faction they have with such financial organizations.  
In addition, the questionnaires will also ask about the 
customers’ behavioral and attitudinal loyalty toward 
their financial institutions.  The data collected from 
the questionnaires will be analyzed and calculated   
to determine the level of implicit and explicit 
importance of each service quality attribute.  In 
addition, through the use of the three-factor-structure 
theory, the level of implicit and explicit importance 
of each service quality attribute derived in the second 
phase of the study shall be grouped in a two-
dimensional matrix to discover which quality 
attributes will fall under  (1) basic factors, (2) 
performance factors, or (3) excitement factors. 

Due to the fact that there are numerous previous 
studies that aim at identifying quality attributes of 
customer satisfaction through the Critical Incident 
Technique (CIT) approach, this study will utilize the 
secondary attributes gathered and proposed by 
Levesque and McDougall (1996) for a pilot testing.  
In their study, 16 service quality attributes were 
selected to measure service quality and service 
features. Respondents will be asked to identify their 
main financial institution and to evaluate their 
institution on these 16 items.  In addition, this study 
will also utilize a multiple-item questionnaire pro-
posed by Levesque and McDougall (1996) to 
measure customer satisfaction, whereas selected 
items of the key characteristics of behavioral and 
attitudinal loyalty proposed by Aspinall et al. (2001) 
that are relevant to retail banking will be adopted   
for measuring customer loyalty.  Under this study, 
willingness to provide personal information to the 
bank or to allow bank staffs explain new products or 
services are used for determining the customer’s 
behavioral loyalty.  For attitudinal loyalty, one’s trust 
toward the bank as well as one’s likelihood to 
recommend his or her bank to others was used in the 
questionnaire. With the results from the pilot study, 
original questionnaire was revised to eliminate 
redundancy, while issues that were suggested as 
critical to customer satisfaction were added.   



 

Population and Sample Selection 
This study adopted a convenience sampling 

process – the most commonly used technique in 
research today.  With convenience sampling of 
employees’ email addresses of various organizations, 
subjects are selected because of their accessibility to 
the researcher.  Since retail banking is a subject that 
involves nearly everyone’s life, a multitude of 
subjects with various background characteristics can 
be tested. Nevertheless, convenience sampling will 
leave out certain groups of population and may cause 
bias.  Subjects that are likely to be excluded from this 
study are those with lower income and those who 
cannot be accessed through email.  Given that the 
primary focus of this study should be on customers 
with high economic value to the bank, such bias 
should be acceptable. 

Emails with the questionnaires attached were 
sent to 600 diversified individuals working for more 
than 80 different companies, ranging from the finan-
cial sector, such as asset management firms; service 
organizations, such as advertising agencies and hotel 
operators; to a real sector such as food producers.  
Rankings of these individuals within their organiza-
tions are also highly diversified, from the top level 
such as CEO and CFO, to the entry-level staff.   

In order to increase the response rate, this study 
utilizes a technique widely employed by major 
market research houses such as ACNeilson, where 
there will be an offer to donate money to charity as a 
token of appreciation for the subjects’ co-operation. 
Therefore, the questionnaire in this study will have 
an introductory statement that this study is not for-
profit research, and the researcher would donate 50 
baht to UNICEF for each questionnaire returned.   

The questionnaire in this study was designed on 
Microsoft Excel so that respondents could easily fill 
them by simply clicking desired answers and then 
sending files back through emails.  
 

RESULT ANALYSIS AND HYPOTHESES 
TESTING 

Given the nature of email surveys, which 
normally achieve low response rates, the overall 
response rate of 20.67 percent or 124 returned 
questionnaires is considered high when measured 
against the response rate of only 10 percent found in 
a study conducted by James, D. C. S. et al. (2005), to 
compare response rates achieved through various 
survey methods.  The relatively high response rate 

achieved in this study could be due to the donation 
incentive offered to the respondents. 

 
Analysis of Explicit and Implicit Importance 
Attributes 

Explicit importance is the direct expression of 
subjects’ attitudes toward the importance of each 
quality attribute.  Thus, the calculation of explicit 
importance will be the mean of the score of each 
quality attribute rated by the subjects.  The study 
finds that, on average, the score of explicit 
importance of each quality attribute is 5.56, where 
the maximum score is 6.18 and the minimum score is 
4.76.  Given the score of four on a seven-point scale 
as neutral, the minimum score of 4.76 suggests that 
none of the quality attributes tested in this study are 
explicitly viewed as unimportant quality attributes.   

Implicit importance relies on the statistical 
relationship between the predictor (independent) 
variable and predicted (dependent) variable.  Implicit 
importance is the correlation coefficient of the 
relationship between overall customer satisfaction as 
the dependent variable and each quality attribute as 
an independent variable.   

Provided the three-factor structure of the 
customer satisfaction theory, quality attributes will 
fall under either one of the four categories:  (1) 
excitement factors; (2) performance factors; (3) basic 
factors; and (4) unimportant performance factors.  
Through the use of a two-dimensional matrix of 
implicit and explicit importance, it will be possible to 
uncover which quality attributes will fall under which 
category.  

Cluster analysis is among the statistical tools that 
can be used to classify these quality attributes into 
one of the four groups in such two-dimensional 
matrix of implicit and explicit importance.  Cluster 
analysis can identify homogeneous subgroups of 
cases in a population by minimizing within-group 
variation and maximizing between-group variation.  
There are three general approaches of cluster 
analysis: hierarchical clustering, k-means clustering, 
and two-step clustering.  This study will adopt 
hierarchical clustering approach since it is 
appropriate for smaller samples (typically < 250).  
Figure 5 is the results of cluster analysis used for 
quality attributes classification while Appendix A 
reveals the level of explicit and implicit importance 
of each quality attributes as well as its cluster 
location.

  
 
 
 
 
 
 
 
 
 



 

Figure 5: Scatter Diagram of Cluster Analysis of Quality Attributes 
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Hypotheses Testing 
To test the hypotheses on the three factor 

structure of customer satisfaction (H1, H2, and H3), 
first, the score given by all the subjects on the 
performance of each quality attribute in this category 
will be averaged to determine the firm’s “quality 
factor” score.  Second, a scatter diagram between the 
“quality factor” score derived under the first step and 
the score in overall customer satisfaction will be 
plotted so that outliers can be observed and 
eliminated.  Finally, the function “curve estimation” 
derived by SPSS is used to determine whether a 
linear, quadratic or growth (increasing), or S 
(diminishing) equation would provide the best 
regression relationship between a firm’s performance 
in the “quality factor” and “overall customer 
satisfaction.” 

For the fourth and the fifth hypothesis where the 
objectives are to verify the relationship between (1) 
overall customer satisfaction and behavioral loyalty; 
and (2) overall customer satisfaction and attitudinal 
loyalty, simple linear regression was adopted.  
Appendix B summarizes the results of all the five 
hypotheses testing. 
 

DISCUSSION AND IMPLICATIONS 
This research attempted to enhance our 

cumulative tradition in the area of the relationship 
between customer satisfaction and service quality.  
The study employed an alternate approach to explore 
the root of customer satisfaction and its impact on 
customer loyalty through the use of the three-factor 
structure of customer satisfaction.  The theory sug-
gests that factors that contribute to customer satis-

faction can be categorized into three groups.  “Basic 
factors” are the minimum requirements of all quality 
attributes; therefore, a high level of performance in 
basic factors will not lead to satisfaction, while 
failure to deliver them will lead to dissatisfaction.  
“Important performance factors” are the next quality 
attributes, which lead to either satisfaction or 
dissatisfaction, depending on how well these quality 
attributes are delivered in the eyes of customers.  
“Excitement factors” are the last quality attributes.  
As customers do not expect a service provider to 
deliver such quality attributes, failure to deliver these 
quality attributes will not lead to dissatisfaction, 
while a high level of performance in delivering these 
excitement factors will result in highly satisfied 
customers.  The study further suggested that firms 
with the capability to understand and to render 
quality attributes based on the difference in their 
importance would be able to succeed in winning 
customers’ behavioral and attitudinal loyalty, which 
should result in healthy financial performance. 

The results of this study fully supported the 
aforementioned three-factor structure of customer 
satisfaction theory on the impact of performance 
factors, excitement factors and basic factors.  In 
addition, the results also support the customer 
satisfaction chain, since it is found that there is a 
statistically significant relationship between overall 
customer satisfaction and attitudinal as well as 
behavioral satisfaction. 

 
Application of the Theory 

One of the primary objectives of this study was 
to provide a holistic framework on how to develop 
financially effective quality initiatives, with an aim 



 

that this approach   could be used as a generic 
guideline for managers who plan to implement a 
service quality program at their firm.  With such 
understanding, practitioners from different industries 
would be enlightened as to how quality initiatives 
will benefit their firms, and to decide which 
initiatives should be of high importance and given 
high priority so that their limited resources could be 
allocated effectively and efficiently.  This framework 
should also help any organization in developing a 
sustainable competitive advantage through the 
understanding of customers’ needs.   

Take this study as an example:  It is interesting 
to find that, on a relative importance basis, the study 
suggests that a firm’s performance in performance 
factors can explain as much as 73 percent of the 
difference in overall customer satisfaction, whereas 
that of excitement factors and basic factors can 
explain approximately 53 percent and 21 percent of 
such a difference, respectively.  This finding provides 
a crucial piece of information for the management of 
any organization when it comes to an investment 
decision.  With the understanding of customer 
satisfaction chain, an organization should be able to 
utilize its financial resources, time, and human 
capital more efficiently and more effectively.   

For this particular setting – the Thai retail 
banking industry – the following steps should be 
carefully planned, designed, implemented, and 
monitored: 

“First, build strong fundamentals to avoid 
penalties from your customers.”  As basic factors are 
the minimum quality attributes required by 
customers, firms must be able to understand which 
quality attributes comprise basic factors, and then 
build its capability and consistency in delivering 
those attributes to their clients.  For the Thai retail 
banking industry, it is found that quality attributes 
considered to be basic factors include adequate 
branch offices and ATM machines at convenient 
locations, flexible office hours in certain areas, 
accuracy of service, staff quality, easily understood 
statements, and prompt branch service.  Among these 
attributes, building an easily accessible network of 
branches and automated banking machines is the 
most straightforward task for any bank, as it involves 
only physical aspects.  The next tasks, which are 
more challenging, involve the designing of processes 
that allow banks to quickly serve their customers 
with high accuracy and provide them with easily 
understood documents.  Nevertheless, the most 
difficult task in building strong performance in the 
basic factors involves the development of the banks’ 
human capital, to ensure that the right skills and the 
right knowledge are in place.  This task needs to 
engage both the dedication of the trainers to come up 
with an effective training curriculum, and the 
commitment of the trainees to learn the knowledge.  

“Second, build the attributes required to ensure  
 

satisfaction.”  Since the performance factors are the 
essential requirements, if the quality attributes under 
this factor are fulfilled (or not fulfilled), they tend    
to directly increase (or decrease) overall customer 
satisfaction.  The study finds that attributes con-
cerning the performance factors mainly relate to the 
attitude and behavior of the banks’ staff.  Thus, it is 
vital for firms to build the capability to render high 
performance in the performance factors.  While 
knowledge and skills of banks’ staff are fundamental 
requirements for building the basic factors, the more 
complex task of ensuring the right behavior and 
attitude of the banks’ staff is a prerequisite to 
developing a sustainable performance in the per-
formance factors.  This extremely challenging task 
involves not only training the staff how to perform 
services correctly, but also to get through any mental 
barriers.  A staff reward system linked to the score of 
feedback from customers through a branch customer 
satisfaction survey could be a highly effective 
approach in ensuring the alignment and development 
of the desired behavior and attitudes.  

“Third, develop quality attributes that exceed 
what customers would expect.” The last step in 
designing a quality initiative program is to provide 
customers the services that they do not expect, as 
these quality initiatives can dramatically enhance 
overall customer satisfaction.  The study finds that 
appearance of banks’ physical facilities and staff, 
unexpected services such as telling customers when 
services will be performed, and providing greeters to 
assist customers are the quality attributes that can 
excite customers.  Some of these findings perhaps 
may be applicable only to countries like Thailand, 
where the appearance of bank branches — interiors 
in particular — as well as the look of the staff at 
many banks, is relatively poor compared to that of 
other retail businesses such as fast-food chains, 
modern department stores, entertainment venues, etc.  
As such, banks that are able to physically 
differentiate themselves from others may be able to 
excite customers in the short run, and temporarily 
prevail over other banks that are still in the process of 
modernizing their appearance.  To be sustainable in 
providing customers with exciting factors, updates in 
their physical appearance may not be adequate. It is 
necessary for a bank to continuously come up with 
services that can truly differentiate the bank from 
other players in the market.  Nevertheless, once more 
banks begin to offer these services and make such 
services standard practices, rendering these services 
will no longer excite customers, thus, high per-
formance in these areas will not dramatically enhance 
overall customer satisfaction.  Therefore, continuous 
development of new services, identified through the 
use of survey and research, will help banks to come 
up with new initiatives that can help them to surpass 
their competition and win customer satisfaction.  

 
 



 

Research Limitations and Implications 
Although the objective of this study was to 

provide a general framework and theory that should 
be able to be used as a generic concept for any 
business, there are several limitations and 
implications that must be noted. 

First, different industries may have different 
characteristics.  As such, quality attributes that, for 
example, are found to be under the basic factor 
category in a certain industry might be found to be 
among the excitement or performance factors in 
another industry.  Thus, the results of this study 
should not be used to generalize or interpreted in 
such a way to say that quality attributes found in this 
study must always fall under the same one of the 
three factors under all circumstances. 

Second, this study could not isolate the impact of 
one factor on overall customer satisfaction from other 
factors.  Therefore, firms that perform poorly in basic 
factors might not be penalized as much in terms of 

customer satisfaction, should they perform well in 
performance or excitement factors.  It is necessary to 
conduct a more refined study that is designed to 
isolate the cross-impact from each factor in order to 
better understand the relationship. 

Third, searching for quality attributes that can 
win customer satisfaction is a dynamic process.  
Quality attributes that are found to be under the 
excitement factors at one stage could be found as the 
performance factors or only as the basic factors in 
another stage, since expectations of customers can 
evolve and change over time.   

In sum, through the use of the three-factor 
structure of customer satisfaction, this study has 
provided several interesting findings beneficial to 
both practitioner and academia.  Nevertheless, as the 
research on this complex relationship is still in its 
infancy, this research may serve as a point of 
departure, but it is obviously not an end in itself. 

 

APPENDIX A: QUALITY ATTRIBUTES AND RESULTS OF CLUSTER ANALYSIS 

Quality Attributes 
Implicit 

Importanc
e 

Explicit 
Importanc

e 

Cluster
s 

Q2:  When my bank promises to do something by a certain time, it 
does so 0.43034 5.50 1 

Q8:  Employees at my bank are consistently courteous 0.46551 5.79 1 
Q10:  Employees of my bank understand my banking service needs 0.38010 5.40 1 
Q11:  When I experience problems or mistakes, my bank can rectify 

such matters correctly in its first attempt 0.48420 5.64 1 

Q13:  My bank offers a complete range of services 0.37972 5.62 1 
Q15:  Employees at my bank are always willing to help 0.42456 5.80 1 
Q3:  My bank’s physical facilities are visually appealing 0.44319 4.96 2 
Q4:  My bank tells me exactly when services will be performed 0.47120 5.21 2 
Q12:  My bank’s employees are neat in appearance 0.31920 4.76 2 
Q14:  My bank has greeters who can help me navigate and provide me 

answers regarding bank products or services 0.29460 4.84 2 

Q5:  My bank performs services accurately 0.34573 5.99 3 
Q6:  My bank has branches in certain locations that open during 

weekends or offer extended banking hours 0.23339 5.61 3 

Q7:  My bank has convenient branch locations 0.30290 6.18 3 
Q16:  My bank has ATMs and other automated machines available at 

convenient locations 0.17343 6.13 3 

Q17:  Employees at my bank have the required skills and knowledge 
to perform services 0.31098 5.76 3 

Q18:  My bank provides easily understood statements 0.32358 5.91 3 
Q19:  It is very easy to get in and out of my bank quickly without too 

long of a waiting time 0.27473 6.03 3 

Q9:  My bank has a priority banking service that can give me 
individual attention via a special service channel 0.05026 4.94 4 

 



 

APPENDIX B: HYPOTHESES TESTING SUMMARY 

Hypothesis Results at 99% confidence 
interval 

H1 
“Overall customer satisfaction” will correlate with a firm’s 
performance in the “performance factors” in a linear fashion. Accepted R2 = 0.732 

H2 
“Overall customer satisfaction” will correlate with a firm’s 
performance in the “excitement factors” in an increasing 
fashion. 

Accepted R2 = 0.527 

H3 
“Overall customer satisfaction” will correlate with a firm’s 
performance in the “basic factors” in a diminishing fashion. Accepted R2 = 0.208 

H4 
“Overall customer satisfaction” will correlate with “behavioral 
loyalty” in a linear fashion. Accepted R2 = 0.187 

H5 
“Overall customer satisfaction” will correlate with “attitudinal 
loyalty” in a linear fashion. Accepted R2 = 0.611 

 

REFERENCES 
Aspinall, E., Nancarrow, C. & Stone, M. 2001. The 

meaning and measurement of customer 
retention. Journal of Targeting, Measurement 
and Analysis for Marketing, 10(1): pp. 79-87. 

Anderson, E. & Mittal, V. W. 2000. Strengthening 
the satisfaction-profit chain.  Journal of Ser-
vice Research, 3(2): pp. 107-120. 

Dabholkar, P.A. 1995.  A contingency framework 
for predicting causality between customer 
satisfaction and service quality.  Advances in 
Consumer Research, 22(1): pp. 101-108. 

Hansemark, O. C. & Albinsson, M. 2004. Customer 
satisfaction and retention: the experiences of 
individual employees. Managing Service Quality, 
14(1): pp. 40-57. 

Hennig-Thurau, T. & Klee, A. 1997.  The impact of 
customer satisfaction and relationship quality 
on customer retention: A critical reassess-
ment and model development.  Psychology & 
Marketing, 14(8): pp. 737-764. 

James, D. C. S., Chen, W. W., & Sheu, J. 2005. Com-
parison of Three Tobacco Survey Methods with 
College Students: A Case Study. The Interna-
tional Electronic Journal of Health Education 
(www.iejhe.org), 8: pp. 120-125. 

Johnston, R. 1995.  The determinants of service 
quality: satisfiers and dissatisfiers.  International 
Journal of Service Industry Management, 6(5): pp. 
53-71. 

Levesque, T. & McDougall, G. H. G. (1996).  Deter-
minants of customer satisfaction in retail 
banking.  International Journal of Bank Marketing, 
14(7): pp. 12-20. 

Matzler, K. & Sauerwein, E. 2002. The factor struc-
ture of customer satisfaction: An empirical test 
of the importance grid and the penalty-
reward-contrast analysis. International Journal 
of Service Industry Management, 13(4): pp. 314-
332. 

 
 
 

Muffatto, M. & Panizzolo, R. 1995.  A process-
based view for customer satisfaction.  Inter-
national Journal of Quality & Reliability 
Management, 12(9): pp. 154-169. 

Parasuraman, A., Zeithaml, V. A. & Berry, L. L. 
1985.  A conceptual model of service quality 
and its implications for future research. Jour-
nal of Marketing, 49(4): pp. 41-50. 

Reichheld, F.F. & Sasser Jr., E.W. 1990. Zero 
defections: Quality comes to services. Harvard 
Business Review, 68(5): pp. 105-111. 

Rust, R. T. & Zahorik, A. J. 1993.  Customer satis-
faction, customer retention, and market share. 
Journal of Marketing Research, 59(2): pp. 193-215. 

Shemwell, D. J., Yavas, U. & Bilgin, Z. 1998. 
Customer-service provider relationships: an 
empirical test of a model of service quality, 
satisfaction and relationship-oriented outcomes. 
International Journal of Service Industry Manage-
ment, 9(2): pp. 155-168. 

Sureshchandar, G. S., Rajendarn, C. & Anantharaman, 
R. N. 2002.  The relationship between service 
quality and customer satisfaction–a factor-
specific approach.  Journal of Services Marketing, 
16(4): pp. 363-379. 

Vavra, T. G. 1997.  Improving your measurement 
of customer satisfaction.  Milwaukee, WI: ASQ 
Quality Press. 

Zeithaml, V. A. 2000.  Service quality, profitability, 
and economic worth of customers: What we 
know and what we need to learn.  Journal of the 
Academy of Marketing Science, 28(1): pp. 67-85. 

 
 
 
 
 
 
 
 
 
 
 
 



 

 
 
 
 
 
 
 
 
 
Dr. Piti Tantakasem received a Ph.D. in Manage-
ment from Bangkok University in 2007, a MBA.  from 
the University of North Carolina at Chapel Hill          
in 1996, and a B.S. in Industrial Engineering from 
Chulalongkorn University in 1992.  He is now the 
First Senior Vice President at KASIKORNBANK 
public company Limited. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Professor Dr. Sang M. Lee is currently the University 
Eminent Scholar, Regents Distinguished Professor, 
Chair of the Management Department, Executive 
Director of the Nebraska Productivity and Entre-
preneurship Center, and Director of the Center for 
Albanian Studies. He received his Ph.D. degree in 
Management from the University of Georgia  in 
1969. He also served as Professor at Virginia Poly-
technic Institute and State University prior to coming 
to the University of Nebraska in 1976.  Dr. Lee is    
an internationally known expert in the fields of deci- 
sion sciences, productivity management, and global 
business. He has authored or co-authored 50 books, 
mostly in the field of management. He has published 
more than 260 journal articles, and 750 original 
papers. He helped establish the Ph.D. Program in 
Business at Bangkok University, Thailand. He is a 
frequent consultant and trainer for a number of 
business, non-profit, and government organizations 
in the U.S. and abroad. 
 


