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ABSTRACT 

In recent years, banking companies have made considerable investments in 

creating the structures needed to provide electronic and internet services to 

customers. “Melli Bank” has also tried to extend its field of activities and particularly 

to excel in the internet services section. One of the most important developments 

which occurred in the field of quality improvement theories in the last decade of the 

twentieth century was the recognition of measuring customer satisfaction as a major 

requirement of quality management systems in all institutions and commercial 

enterprises. Satisfying customers is an essential element to staying in business in this 

modern world of global competition. In this study, the most important qualitative 

dimensions in the banks‟ providing of internet services have been put forth. A 

comprehensive and accurate questionnaire has then been designed in accord to these 

aspects and the rate of customer satisfaction to the quality of Melli Bank‟s internet 

services has been measured through the use of a suggested model. The ultimate result 

is a set of solutions and suggestions which can be effective strategies in improving 

the quality of internet services in the mentioned bank. It should be mentioned that the 

number of internet banking services of Melli Bank in the city of Shiraz was not large 

and the questionnaires had been handed out to them by the branch managers, thus 

random selection of customers for the survey has not been possible. However, the 

amount obtained by Cronbach‟s alpha reliability and validity factor in the third 

chapter, asserts the accuracy and reliability of the research method conducted in this 

study. 
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ABSTRAK 

Dalamtahun-tahunkebelakanganini, syarikat-

syarikatperbankantelahmembuatpelaburanbesardalammewujudkanstruktur yang 

diperlukanuntukmenyediakanperkhidmatanelektronikdan Internet kepadapelanggan. 

"Melli Bank" 

jugatelahcubauntukmelanjutkanbidangaktivitidanterutamanyauntukcemerlangdalams

eksyenperkhidmatan Internet. Salah satuperkembangan yang paling penting yang 

berlakudalambidangteoripeningkatankualitidalamdekadterakhirabadkeduapuluhadala

hpengiktirafanmengukurkepuasanpelanggansebagaikeperluanutamasistempengurusa

nkualitidalamsemuainstitusidanperusahaankomersial.Memuaskanhatipelangganmeru

pakanelemenpentinguntukperniagaan di duniamodeninikeranapersaingan global. 

Dalamkajianini, dimensikualitatif yang paling pentingdalam 'bank-bank 

menyediakanperkhidmatan internet telahdikemukakan.Satusoalselidik yang 

komprehensifdantepatkemudiannyatelahdirekabersesuaiandenganaspek-

aspekinidankadarkepuasanpelanggandengankualitiperkhidmatan internet Melli Bank 

telahdiukurmelaluipenggunaan model yang disyorkan. 

Keputusanmuktamadadalahsatu set penyelesaiandancadangan yang bolehstrategi 

yang berkesandalammeningkatkankualitiperkhidmatan internet di bank yang disebut. 

Iaperludisebutbahawabilanganperkhidmatanperbankan internet Melli Bank di bandar 

Shiraz tidakbesardansoalselidiktelahdiedarkankepadamerekaolehpenguruscawangan, 

olehitupemilihansecararawakpelangganuntukkajiselidikitutidakmungkin. 

Walaubagaimanapun, jumlah yang diperolehiolehkebolehpercayaan alpha 

Cronbachdanfaktorkesahihandalambabketiga, 

menegaskanketepatandankebolehpercayaankaedahpenyelidikan yang 

dijalankandalamkajianini. 

 



   vii 

TABLE OF CONTENTS 

CHAPTER                                            TITLE      PAGE 

DECLARATION ii 

DEDICATION iii 

ACKNOWLEDGEMENT iv 

ABSTRACT v 

ABSTRAK vi 

TABLE OF CONTENTS vii 

LIST OF TABLES xi 

LIST OF FIGURES xiii 

LIST OF APPENDIX xiv 

1 INTRODUCTION  

1.1Introduction 1 

1.2Background of Study 2 

1.3Problem Statement 4 

1.4Importance of Study 5 

1.5Objectives 6 

1.6Scope 6 

1.7Research Questions 6 

2 LITERATURE REVIEW  

2.1Introduction 8 

2.2Customer Concept 9 

2.2.1Classifications of Customers 10 

2.3Customer Satisfaction 10 

2.4Satisfaction Formation 12 

2.5Importance of Achieving Customer Satisfaction 14 



   viii 

2.5.1 Philosophy of Maximizing Customer Satisfaction Win, Win, and 

Win  14 

2.5.2 Economic Stimulations and Commitments of the Organization to 

the Customer Satisfaction 15 

2.6Customer Satisfaction Index 16 

2.7Information Technology 17 

2.8Service Concept 17 

2.9Quality Concept 18 

2.9.1Quality as Conformance to Specifications 19 

2.9.2Quality as Meeting Customers‟ Expectations 20 

2.10Service Quality 21 

2.10.1Definition of Service Quality 22 

2.11Service Quality and Satisfaction 22 

2.12Relationship between Satisfaction and Service Quality 24 

2.13Online Service Quality and Qustomer Satisfaction 24 

2.14Quality Dimensions of Online Services 25 

2.15Measuring Customer Satisfaction 29 

2.16Dimensions of Service Quality from another Perspective 31 

2.17Customer Satisfaction Measurement and Evaluation 33 

2.17.1Event-Oriented Methods (Non - Computerize) 35 

2.17.1.1General Plan and Identifying 35 

2.17.1.2Observation 36 

2.17.1.3Sequential Events Method 36 

2.17.1.4Critical Incident Technique 36 

2.17.1.5Analysis of Complaints 37 

2.17.2Feature-Oriented Methods (Computerized) 37 

2.17.2.1One Dimensional Measure 38 

2.17.2.2Multidimensional Measures 38 

2.18Service Quality Based on SERVQUAL Method 39 

2.19Frame of Reference 42 

2.20Conceptual Framework 42 

3 RESEARCH METHODOLOGY  

3.1Introduction 46 



   ix 

3.2Research Purpose 46 

3.3Research Approach 48 

3.3.1Quantitative Approach 48 

3.3.2Qualitative Approach 49 

3.4Research Strategy 49 

3.5Data Collection 50 

3.5.1Sample Size Determination 50 

3.5.2Spatial and Temporal Realm of Research 51 

3.6Data Analysis 51 

3.7Validity and Reliability 51 

3.7.1Validity 52 

3.7.2Reliability 52 

4 FINDING AND ANALYSIS  

4.1Introduction 56 

4.2Description Statistics 57 

4.2.1Study on Population of Research Sample 57 

4.2.1.1Gender of Respondents 57 

4.2.1.2Age of Respondents 58 

4.2.1.3Educational Level of Respondents 60 

4.2.1.4Employment Status of Respondents 61 

4.3Inferential Statistics 63 

4.3.1What are the Main Factors for Measuring the Customers‟ 

Satisfaction of Online Services ? 63 

4.3.2What is Relationship between Quality DimensionsAnd Customer 

Satisfaction in Online Banking Services In Melli Bank? 65 

4.3.3What is Relationship between Reliability in Quality Dimensions and 

Customer Satisfaction? 66 

4.3.4What is Relationship between Responsiveness in QualityDimensions 

and Customer Satisfaction? 67 

4.3.5What is Relationship between Efficiency in Quality Dimensions and 

Customer Satisfaction Melli bank? 68 

4.3.6What is Relationship between Security in Quality Dimensions and 

Customer Satisfaction? 69 



   x 

4.3.7What is Relationship between Fulfillment in Quality Dimensions 

and Customer Satisfaction Melli Bank? 69 

4.3.8What is Relationship between Contact in Quality Dimensions and 

Customer Satisfaction Melli Bank? 70 

4.3.9What is the Relationship between Quality Dimensions Of Online 

Banking Services in Melli Bank? 73 

4.3.10What is the Overall Sustomer Satisfaction Regarding Online 

Banking Services in Melli Bank? 74 

4.4Summary of Research Questions (Q-Q6) 74 

4.5Conclusion 76 

5 CONCLUSION AND RECOMMENDATION  

5.1Summary 77 

5.2Results 77 

5.2.1Factors for the Quality Dimension of Reliability 78 

5.2.2Factors for the Quality Dimension of Responsiven 78 

5.2.3Factors for the Quality Dimension of Efficiency 79 

5.2.4Factors for the Quality Dimension of Security 79 

5.2.5Factors for the Quality Dimension of Fulfillment 80 

5.2.6Factors for the Quality Dimension of Contact 80 

5.3Research Limitations 82 

5.4Recommendations 83 

5.4.1General Recommendations 84 

5.4.2Specific Recommendations 85 

5.5Recommendations for the Future Studies 86 

REFERENCES 87 

Appendix                                                                                                        89 

 



   xi 

LIST OF TABLES 

TABLE NO.                                           TITLE                                                PAGE                                      

 

 2.1       Defining Service Quality 22 

 2.2  Online Service Quality Dimensions Considered for This Study 43 

 2.3  Online Service Quality Measurement Criteria 44 

 3.1  Reliability Statistics 52 

 3.2 Item-Total Statistics 53 

 3.3  Item-Total Statistics 54 

 4.1  Frequency Distribution – Gender 57 

 4.2  Statistics Descriptive –Gender 58 

 4.3  Frequency Distribution – Age 59 

 4.4  Statistics Descriptive –Age 60 

 4.5  Frequency Distribution – Education 60 

 4.6  Statistics Descriptive –Education 61 

 4.7 Frequency Distribution – Job 62 

 4.8  Statistics Descriptive –Job 63 

 4.9  Factors and Quality Dimensions in Measuring the Satisfaction Level of 

Customers from Online Services of the Melli Bank 64 

 4.10  Correlation between Qualitative Dimensions and Satisfaction 66 

 4.11   Correlation between Reliability and Satisfaction 67 

 4.12   Correlation between Responsiveness and Satisfaction 68 

 4.13   Correlation between Efficiency and Satisfaction 68 

 4.14   Correlation between Security and Satisfaction 69 

 4.15   Correlation between Fulfillment and Satisfaction 70 

 4.16   Correlation between Contact and Satisfaction 70 

 4.17  Regression Model (Variables Entered/Removed) 71 

 4.18  Model Summary 71 



   xii 

 4.19  ANOVA
b
 72 

 4.20 Coefficients 
a
 72 

 4.21Correlation Matrix 73 

 4.22   Mean in Q23-Q24 74 

 4.23   Summary of Question Testing 75 

 

 

 

 

 

 

 



   xiii 

LIST OF FIGURES 

FIGURE NO.                                    TITLE                                                     PAGE       

 2.1Primary model of customer satisfaction  12 

 2.2Satisfaction Formation 13 

 2.3Quality Service Dimensions 32 

 2.4This Model is an Extension of the Walfried.M.Lassar Model 33 

 2.5Customer Satisfaction Measurement and Evaluation Methods 34 

 2.6Conceptual Framework Adopted for this Study 42 

 4.1Frequency percentage of Gender 58 

 4.2Frequency percentage of Age 59 

 4.3Frequency percentage of Education 61 

 4.4Frequency percentage of job status 62 

 

 

 

 

 

 

 

 

 

 



   xiv 

LIST OF APPENDIX 

APPENDIX  TITLE  PAGE 

 

A Questionnaire 89 

   

   



CHAPTER 1 

INTRODUCTON 

1.1 Introduction 

Internet banking is the term used for new age banking system. Internet 

banking also called as online banking and it is an outgrowth of PC banking. Internet 

banking uses the internet as the delivery channel by which to conduct banking 

activity, for example, transferring funds, paying bills, viewing checking and savings 

account balances, paying mortgages and purchasing financial instruments and 

certificates of deposits (Haque et al., 2009). 

Customers have started perceiving the services of bank through internet as a 

prime attractive feature than any other prime product features of the bank. Customers 

have started evaluating the banks based on the convenience and comforts it provides 

to them. Bankers have started developing various product features and services using 

internet applications. 

Although in the earlier and perhaps even to the end of the twentieth century, 

acquiring customer satisfaction was merely a slogan campaign, it has now been 

turned into one of the bases of quality systems and among the major concerns of 

commercial enterprises. Even where the lack of competition has evolved the market 

into a proprietary one, the realization of customer-centered policies has gained the 

attention of managers and industry owners. Based on different studies it can be said 

that gaining customer satisfaction can gradually build up trust and a sense of loyalty 

in the customers. A loyal customer will not only refer to its favorite organization to 

buy products or services over and over again, but as a factor in terms of advertising 
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of the products and services of the organization by word of mouth it will definitely 

play a vital role  in raising profits and improving company image. But speaking 

about the measurement of such concepts as the rate of customer satisfaction brings to 

mind a precious quote from Lord Kelvin as he says: “when you can measure what 

you are speaking about, and express it in numbers, you know something about it; but 

when you cannot measure it, when you cannot express it in numbers, your 

knowledge is of a meager and unsatisfactory kind; it may be the beginning of 

knowledge, but you have scarcely in your thoughts advanced to the state of Science, 

whatever the matter may be. 

In this research, after studying the latest domestic and international contexts 

in the field, the extraction of the most important and effective qualitative aspects of 

service in the internet banking field will be done. Then by the use of a simple 

conceptual model, measurement of the rate of customer satisfaction regarding the 

internet banking services of Melli Bank in the city of Shiraz will be undergone. After 

collection and analysis of the data, a set of strategies will be suggested to the 

managers and persons in charge at Melli Bank. Thus, the general research items will 

be mentioned in chapter one. Chapter two will cover a literature review including the 

history, definitions and related concepts. In chapter three after thorough description 

of the research methodology, statistical group and sample, and physical and timely 

scopes of the study, the analytical model and validity and reliability will be 

addressed. 

1.2 Background of Study 

Information Technology (IT), nowadays, backed by its special characteristics, 

has had a great effect on social, economic, cultural, etc. institutions in different 

communities and has brought up vast change in administrative affairs and 

information systems. The result of this is the ease in completion of all inner 

organizational functions, data reporting, and services all with higher speed and 

quality to the people, Hence in the last two decades, advanced and developing 

countries alike, have asserted information technology as the central axis of 
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development. Financial industries such as the banking sector in regard to their needs 

in the collection, processing, analysis, and presentation of information, have relied 

upon IT more deeply in addressing the needs of the customer. The use of IT in banks 

has led to a large revolution in the banking industry, and thus ignoring IT in banking 

will surely deem it void and impossible. 

One of the most important changes brought up in the last decade of the 

twentieth century in the field of quality improvement issues was the recognition of 

the measurement of customer satisfaction as one of the main requirements of quality 

management systems in all institutions and commercial entities. The great efforts put 

forth today by researchers, specialists and organizational managers in improving the 

tools of quality management and the spread of customer centeredness attitude, 

stresses the fact that customer satisfaction is currently of the major factors in leading 

organizations to success and their financial benefits. Although before and maybe 

even up to the end of the twentieth century obtaining customer satisfaction was more 

of a publicity stunt, it has now turned into one of the major elemental criteria of 

quality systems and concerns of businesses. Even where the lack of competition has 

evolved the market into a proprietary one, the realization of customer-centered 

policies has gained the attention of managers and industry owners.Based on different 

studies it can be said that gaining customer satisfaction can gradually build up trust 

and a sense of loyalty in the customers. A loyal customer will not only refer to its 

favorite organization to buy products or services over and over again, but as a factor 

in terms of advertising of the products and services of the organization by word of 

mouth it will definitely play a vital role  in raising profits and improving company 

image. But speaking about the measurement of such concepts as the rate of customer 

satisfaction brings to mind a precious quote from Lord Kelvin as he says: “when you 

can measure what you are speaking about, and express it in numbers, you know 

something about it; but when you cannot measure it, when you cannot express it in 

numbers, your knowledge is of a meager and unsatisfactory kind; it may be the 

beginning of knowledge, but you have scarcely in your thoughts advanced to the 

state of Science, whatever the matter may be." (Kavusy and Saghaei, 2004) 
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As Melli Bank of Shiraz is a leading bank in terms of providing customer 

needs and demands statewide, raising customer satisfaction rates will not be possible 

without prior measurement of the current levels. Success in the banking sector 

requires a structured, orderly, and continuous system of evaluation of customer 

satisfaction. The results will facilitate better strategy adoption in banking services. 

In this chapter, will investigate topics such as: statement of the problem, 

importance of research, objective of the study, and research questions. 

1.3 Problem Statement 

In a competitive market place understanding customer‟s needs become an 

important factor. As a result companies have moved from a product-centric to a 

customer centric position. Satisfaction is also of great interest to practitioners 

because of its important effect on customer retention (Patterson et al., 1997); (Sedon 

1997). Retention is a major challenge particularly in internet based services, as 

customers can easily switch from one service provider to another at low cost (Khalifa 

and Liu 2003). Considering the high costs of acquiring new customers and the 

apparently high customer turnover of many online services, it is very important to 

study the determinants of customer satisfaction (Van Riel, Liljander&Jurriens 2001). 

The functionality of any business depends on its success in preserving its 

customers. In fact, customer satisfaction has rapidly turned into the key parameter in 

inter-industry competition. Most companies and institutions believe that achieving 

commercial business reputation through customer confidence not only guarantees the 

successful presence of a business for a much longer time, it benefits the organization 

through positive word of mouth. But it should be kept in mind that providing 

customer satisfaction is essential to preserving the customer. Findings point to the 

fact that more than 90% of unsatisfied customers of any given organization don‟t try 

to communicate their complaint or suggestion to the entity in charge. These 

customers look to the competition to satisfy their needs and spread their complaint 

with much delight to other potential customers (Jacklyn and Fireman 1995). 
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In the past few years in Iran, banks have greatly invested in providing the 

required structures required for electronic services to customers. Melli Bank has also 

attempted to increase its field of activities. Extensive research has been done on the 

evaluation of customer satisfaction in traditional banking services in branches where 

direct physical confrontation between bank personnel and the customer occurs, while 

assessment of internet services is a relatively new field in which methods have been 

only recently proposed for it. The purpose of this research is to study these methods 

and select appropriate strategies by combining the existing methods with regards to 

the current applied internet services of Melli Bank and the cultural conditions of the 

customers.  

From above discussion, the research problem for this study could be formulated as: 

How measure the level of customer satisfaction on online banking services in 

Melli bank? 

1.4 Importance of Study 

In light of various reasons such as the increase in national population, lack of 

economic justification of traditional banking, the very high costs of banknote 

printing and distribution (which amounts annually to more than one and a half trillion 

rials), the ever increasing technological advances, advances in telecommunications 

within the country, and the increased public education, etc. the people‟s interest in 

wanting to do their banking operations through the internet is on a steady 

increase.And this shows the necessity of Iranian banks‟ shift towards information 

technology and expanding their internet services. Thus in this path in increasing the 

efficiency of banks in internet services the need for a model for assessing customer 

satisfaction ratio is obvious. Also due to the establishment and development of 

numerous private banks in the country and the institutionalization of the principle of 

competition, and also in light of the twenty year outlook, banks of the Islamic 

republic of Iran are held responsible in planning their approach to reaching such a 

purpose. This all confirms the fact that the new mission of the country‟s banks in 
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current and near future years is to increase the functionality and efficiency of internet 

service providing. This matter is in need of analysis and information collection and 

also collecting feedback from the customers of banks‟ internet services.  

1.5 Objectives 

These are the objectives of the project: 

 To investigate qualitative dimensions of online banking services for 

assessment of customer satisfaction levels in Melli bank. 

 To evaluatethe relationship between quality dimensions of online banking 

services in Melli bank. 

 To evaluate the relationship between quality dimensions with customer 

satisfaction levels in the online banking services in Melli bank. 

1.6 Scope 

This research will be done in Shiraz Melli Bank branches, with command and 

coordination of the respected head of research and development unit of Melli Bank, 

supervision and management coordination unit bank branches and Melli cooperation 

of Shiraz we will able to collect feedback from customers who use Online Banking 

Services.  

1.7 Research Questions 

1. What are the main qualitative dimensions in online banking services? 

What are the relationship between quality dimensions and customer 

satisfaction in online banking services? (Question 2-7) 
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2. What is relationship between Reliability in quality dimensions and customer 

satisfaction? 

3. What is relationship between Responsiveness in quality dimensions and 

customer satisfaction? 

4. What is relationship between Efficiency in quality dimensions and customer 

satisfaction? 

5. What is relationship between Security in quality dimensions and customer 

satisfaction? 

6. What is relationship between Fulfillment in quality dimensions and customer 

satisfaction? 

7. What is relationship between Contact in quality dimensions and customer 

satisfaction? 

8. What is the relationship between online banking services quality dimensions? 

9. What is the overall customer satisfaction regarding online banking services?  
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