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Abstract: This study aims to explore the effects of service-quality dimensions on the customer
satisfaction of non-banking financial institutions in an emerging economy by adopting the renowned
SERVPERF model. To verify the proposed model, data was collected from thirteen non-banking
financial institutions in Bangladesh using a questionnaire survey with a purposive random sampling
method. Through the Smart PLS 2 software, the partial least squares structural equation modelling
approach was used to analyze the collected data. Research findings reveal that, among the six
dimensions of the revised SERVPERF model, assurance, reliability, responsiveness and tangibility
have significant effects on customer satisfaction, but accessibility and empathy do not for the non-
banking financial institutions in Bangladesh. According to the research results, implications and
suggestions have been discussed for non-banking financial institution managers.

Keywords: Bangladesh; customer satisfaction; NBFI; service quality; SERVPERF

1. Introduction

A financial system is a mechanism to ensure economic growth in the integrated action
of different financial institutions. Empirical works (Rioja and Valev 2004; Fase and Abma
2003) also support the increasing role of well-functioning and efficient financial firms in
economic flourishment. In response, the financial ecosystem has been transformed more
rapidly with the economy’s advancement over the past few decades. Banking and non-
banking institutions have been an integral part of the financial system and play a key part in
supplying the economy with financial services. Capital formations, financial liberalization,
the inclusion of unaddressed communities and the widest menu of general services are
the prime functions of these institutions. Although non-banks are somewhat different in
the scope of their services from traditional banking institutions, they cater to diversified
special financial services with a similar outlook on the public. The most lucrative services
in the majority of the economy include merchant banking, green finance, Haj financing,
syndicated financing and bridge financing. Unlike the bank, non-banking institutions do
not rely on savings deposits but rather its loan and investment, mostly covered from other
borrowed sources, including equity capital.

Non-banking financial institutions (NBFIs) can play an additional role in financial-
system development compared to banks. Firstly, they could balance the maturity mismatch
in the system regarding sources and uses of funds (Hossain and Shahiduzzaman 2002).
Usually, banks mobilize their received short-term (liquid) deposits to the long-term (highly
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illiquid) funding of firms that may jeopardize the financial health and thereby the macroe-
conomic stability of the country. NBFIs help to correct inefficiencies in the marketplace
as a remedy. Secondly, NBFIs provide special attention to the development of the capital
market. Their merchant banking and bridge financing enhance the growing needs for
equity/securities, which in turn increase the market capitalization and value traded com-
pared to GDP and contributes significantly to enriching the health of the capital market
(Vittas 1997). Thirdly, it positively affects price stability through governmental development
efforts that are mainly sourced from captive savings, particularly in terms of provident
funds and insurance. This fund is a non-inflationary that assists in eliminating stresses on
the price of the economy. Finally, speedy growth in NBFIs can also affect growth in jobs,
particularly through small- and medium-sized enterprises’ (SMEs’) expansion. Normally,
SMEs have restricted access to bank credit because of strict collateral loan conditions. They
also have limited access to the stock market. NBFIs can, on the one hand, relieve the
financial constraints of small-sized loans, while on the other hand, help to increase business
opportunities with an impact on job growth (Islam and Osman 2011).

In Bangladesh, the NBFI industry has been growing fast and changing the phe-
nomenon of banking dominance. It operates 34 financial institutions in 2020, which counts
for nearly half of its total size of 64. Among these NBFIs, two are wholly state-owned, one is
a subsidiary of state-owned commercial banks, 15 are local (private), and the other 15 have
joint ventures with foreign ownership. From December 2000 onwards, the Bangladesh
Bank adopted a semi-annual loan and lease classification and provisioning scheme for
NBFIs. Of the 34 financial institutions, 22 have been listed in stock exchanges so far (12 in
2006) to improve financial capacities. The total portfolio size of the NBFIs together stood at
BDT670,000 million as of June 2019 (Othman and Owen 2001).

Though the numbers of NBFIs are increasing in number, there was no concomitant
growth in the number of depositors in Bangladesh as expected. It is supposed to happen as
the economy is growing and do so for the per capita income. Furthermore, some NBFIs are
at risk of liquidation (at least one-third) due to their liquidity crunch (The Business Standard
2020). These institutions also have a problem with their sources of money. NBFIs have
failed to take tangible measures to attract and satisfy customers by adopting a high-quality
service approach focusing on loyal customers’ growth. Without delivering satisfactory
services to the customers, NBFIs cannot create confidence in the customers.

There is a massive existing literature in various service sectors (Chonsalasin et al.
2021; Slack and Singh 2020; Peitzika et al. 2020; Phan et al. 2021; Shokouhyar et al. 2020;
Umoke et al. 2020) including the banking service sector (Pooya et al. 2020; Sardana and
Bajpai 2020; Fida et al. 2020; Haron et al. 2020; Khatoon et al. 2020) on service quality and
customer satisfaction. Although some studies have been carried out in the Bangladeshi
banking sector on the same issue (Jahan et al. 2020; Bashir et al. 2020; Rahman et al. 2020;
Rashid et al. 2020), no comprehensive studies on service quality and customer satisfaction
for non-banking financial institutions in Bangladesh have been found in the literature. As
a result, this study aims to explore the determinants that influence customer satisfaction
for the NBFIs in Bangladesh by integrating some new ideas with the existing theories. A
modified model of SERVPERF for identifying links between the quality of service and the
satisfaction of customers will be proposed in the study. In addition, this study also explores
the link between quality of service and consumer satisfaction for the NBFIs in Bangladesh.
The present research is supposed to provide a forum to address the quality-of-service
problems in Bangladeshi NBFIs.

The following section will discuss the literature review and hypothesis development.
The next two sections explain the research methodology and statistical analysis as well
as key research results. The final section offers discussions and implications of research
findings followed by limitations and suggestions for future studies.
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2. Literature Review and Hypothesis Development
2.1. Service Quality

Perceived quality is a general decision or sentiment regarding service, which in-
cludes individuals’ emotional and relativistic reactions. It is a type of behavior linked
to satisfaction, resulting in comparisons between expectations and insights of outcomes
(Parasuraman et al. 1991). Some research suggests that quality of service can be regarded
as the degree to which the company fulfils consumer requirements or desires (Barbara and
Vincent 1990). It is also defined as the general belief that the programs are comparatively
inferior or superior to the customer (Zeithaml et al. 1990).

The quality of goods/services is associated with the long-run performance of a com-
pany. By enhancing quality, a company expands and gains market share (Buzzel and
Gale 1987). Service business requires proper delivery of customers’ experience for its
development (Ali and Raza 2017). Prioritizing excellence in service could help customers
be satisfied and sustained, along with empowerment and service innovation. Yet, ser-
vice quality is not unidimensional but multidimensional (Amin and Isa 2008) with two
underlying aspects: the core part of service and the service process component (Ali and
Raza 2017). In particular, responsiveness, empathy, assurance and tangibility are related
to service delivery, whereas reliability links, fundamentally, to the outcome of service
(Parasuraman et al. 1991). This study assumes that service-quality dimensions are relevant
and dynamic to predict customer satisfaction in the NBFI sector.

2.2. Underpinning Models of Service Quality
2.2.1. Gronroos Model

Gronroos (1988) developed a concept of service-quality paradigm, including three
aspects of service quality. The first one is technical outcome, which means what customers
get from contact with a service company. The second one is practical process, which implies
how customers receive technical support, and the third one is the corporate image, which
is the company vision perceived by customers. Customers’ expectations are informed by
their opinions towards the firm and how customers view the firm’s services. Therefore,
technological quality and process quality construct the image.

2.2.2. Gap Theory of SQ (SERVQUAL)

Based on Gronroos’ (1988) disconfirmation model, Parasuraman et al. (1985) pro-
posed a new service-quality assessment model by comparing the perceived and planned
service distance. They defined gaps as the differences between customer expectations
and management perceptions, including the service expectations–specifications gap, ser-
vice distribution gap, service information gap and consumer expectation–perception gap.
Parasuraman et al. (1988) updated the model, branding it SERVQUAL. This model was
updated in 1991 and 1994 but remained the same as the five dimensions initially implied.

SERVQUAL was designed to quantify gaps between client expectations and beliefs
in their original model (Rashid et al. 2020; Parasuraman et al. 1991). The model is vital
to measure the gaps in customer-centric quality measurement (Parasuraman et al. 2002).
The most widely criticized quality of service sin academia (Babakus and Boller 1992;
Cronin and Taylor 1992; Seth et al. 2005) has yet been received attention due to its ease of
understanding and applicability (Schneider and White 2004). The following is the equation
used in the model:

SQi = ∑n
j=1

(
Pij − Eij

)
(1)

where SQi = perceived service quality of individual ‘i’, k = a number of service items,
P = perception of individual ‘i’ with respect to the performance of a service firm attribute ‘j’
and E = service quality expectation for attribute ‘j’ that is the relevant norm for individual ‘i’.
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2.2.3. SERVPERF Model

Cronin and Taylor (1992) proposed a refined model in 1992, which sees performance
as the only aspect to be assessed for service quality. They concluded that service quality
is a customer mindset, and service efficiency (perceived service) is the only indicator of
service quality. According to the research examining service quality relationships with
customer satisfaction and purchasing intention, they think service quality is a precedent of
consumer satisfaction. In this new paradigm, Cronin and Taylor (1992) continued to assess
performance (perceived service) with the same measurements as reliability, responsiveness,
assurance, tangibility and empathy for calculating service quality instead of “expectation-
perception” discrepancy. The following is the equation used in the model:

SQi = ∑n
j=1 Pij (2)

where SQi = service quality performance of individual ‘i’, k = a number of attributes/items
and P = perception of individual ‘i’ with respect to the performance of a service firm on
attribute ‘j’.

In terms of its methodology, the SERVPERF scale is a significant advancement over
its predecessor, the SERVQUAL scale (Jain and Gupta 2004). Not only is the scale better
because it cuts the number of things that need to be measured by 50%, but it has also been
shown to be better than the SERVQUAL scale because it can explain more differences in
the overall quality of service measured by a single-item scale (Jain and Gupta 2004). This
helps to explain why there has been such a substantial amount of support developed over
time in favor of the SERVPERF scale (Hartline and Ferrell 1996; Gotlieb et al. 1994).

2.2.4. CARTER Model

The six-dimensional CARTER model is the extension suggested by SERVQUAL
(Parasuraman et al. 1988). Othman and Owen (2001) built a CARTER model to assess
service quality against customer loyalty in the Islamic banking industry. The model has six
dimensions: reliability, compliance, tangibility, assurance, responsiveness and empathy.

The present study will follow the SERVPERF model due to its suitability in collecting
data only based on the performance of services and also its applicability in the financial ser-
vice sector. This study also includes the accessibility dimension for a better understanding
of the service quality and its effect on satisfaction.

2.3. Customer Satisfaction

One of the oldest and most commonly used words in marketing literature is customer
satisfaction. Satisfaction is a positive reflection of the customer based on the consumption
or use of a product or service (Boonlertvanich 2019). It tests consumer precision and
expectation of the product or service consumed and determines whether the product or
service output will meet customers’ expectations (Ong et al. 2017). If the product or service
fails to satisfy the customer’s desires or wishes, the customer will remain disappointed, and
alternatively, the customer will be pleased and fulfilled (Nguyen et al. 2020). Ultimately,
customer satisfaction can help a company reach customer loyalty and goodwill (Anderson
and Sullivan 1993).

2.4. Service Quality and Customer Satisfaction

The satisfaction of customers and quality of service are closely connected. Satisfaction
is higher when the quality of service is high and vice versa. The level of service quality is
the primary gateway to achieving customer satisfaction (Caruana et al. 2000; Devesh 2019).
Cronin and Taylor (1992) suggested that customer satisfaction typically emerges before
service quality, and quality of service is the only one factor contributing to customer satis-
faction. The positive relationship between service quality (SQ) and customer satisfaction
(CS) has been tested by several researchers in the service-quality domain, including banks
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(Peng and Moghavvemi 2015; Jamal and Naser 2002; Anderson and Sullivan 1993). As a
result, the research framework of the present study is shown in Figure 1.
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Although SERVQUAL and SERVPERF are identical in terms of dimensions and items,
there are differences in their application in empirical research. SERVQUAL is an original
model which is later adopted for developing SERVPERF. Unlike the SERVQUAL model,
the SERVPERF model does not consider the gap identification (expectation–performance
gap). It tested the service quality performance only excluding the expectation option in the
questionnaire (Jain and Gupta 2004). Thus, the current study only used the performance of
service referring to the SERVPERF model.

The ten dimensions, responsiveness, reliability, capacity, accessibility, courtesy, com-
munication, credibility, tangibility, security and customer understanding, were initially
used in SERVQUAL and later reduced into five from universal empirical experiments in
the SERVPERF model (Parasuraman et al. 1988; Zeithaml et al. 1990). In this research, the
accessibility dimension has been taken (Oppewal and Vriens 2000; Kamilia and Jacques
2000) as it seems important in financial service industries, particularly for developing
economies like Bangladesh, where hassle-free accessibility to services is a fundamental
issue. The adopted model not only follows the initial 22 SERVPERF items (Rasyida et al.
2016), but during the design of the test instrument, items were added and removed, result-
ing in 31 total items. The reason for experimenting with more items with 22 items is for the
new contexts.

In Bangladesh, non-banking institutions are not well flourished compared to the
banking streams. Many of the services are restricted to be rendered such as current deposits,
FX services, no ATM services etc. In terms of facilities rendered to customers, it is not
similar to developed countries and it is even insignificant compared to the banking sector
in Bangladesh. Thus, it operates with limited resources. The employees are also underpaid
(less skilled) and operate with minimal use of modern equipment. That is why we would
like to experiment with new constructs and additional items to fit the situation that would
better match to assess the service quality in the NBFIs.
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2.5. Hypothesis Development
2.5.1. Reliability

Reliability is regarded as one of the critical variables of customer-satisfaction levels
under service-quality dimensions (Zhang et al. 2019). Reliability represents the willingness
to deliver the services promised and complements operation accuracy (Devesh 2019).
Accuracy and consistency of service delivery are the prime features of any reliable service
(Blut 2016). Customers will not be subjected to service standards if they believe that the
service is inadequate (Hamzah et al. 2017). As per Peng and Moghavvemi’s research
(Peng and Moghavvemi 2015), the determining factors for maintaining customers in the
banking industry are processing the customer order on time, keeping the customer’s
financial records secure, supplying reliable financial reports and delivering guaranteed
services; these are reliability’s basic qualities. The research conducted by Pakurár et al.
(2019) established a strong connection between reliability and customer satisfaction in
the Jordanian banking sector. Previous studies have demonstrated a positive correlation
between dependability and customer satisfaction in the banking industry (Kant and Jaiswal
2017; Krishnamurthy et al. 2010; Peng and Moghavvemi 2015). Nonetheless, Islam et al.
(2020) and Fida et al. (2020) found that there was no correlation between reliability and
customer satisfaction. In Bangladesh, Khan et al. (2021) explored the positive relationship
between the reliability of mobile-banking services and customer satisfaction. According to
the above discussion, the following hypothesis is proposed:

H1. Reliability positively affects customer satisfaction in the NBFIs.

2.5.2. Tangibility

Tangible features of services, such as physical equipment, model equipment, dressed
workers and aesthetically pleasing materials, can be used to describe the tangibility aspect
of service quality (Parasuraman et al. 1985). According to (Gatari 2016), banks’ tangible
structures include a bank lobby, customer seating arrangement, sitting rooms and buildings.
These assets will have an impact on customer satisfaction with the bank’s quality of service.
Studies have found that tangibility has a positive impact on customer satisfaction in the
banking sector (Olorunniwo et al. 2006). It is widely acknowledged that tangibility has a
significant effect on customer satisfaction in the banking industry (Kant and Jaiswal 2017).
In addition, Krishnamurthy et al. (2010) and Selvakumar (2015) both noted that tangibility
has a positive influence on customer satisfaction with banking services. Fida et al. (2020)
investigated a significant association between tangibility and customer satisfaction in the
Oman banking sector. On the contrary, Abdelhadi (2021) found no significant link between
tangibility and customer satisfaction in the Tunisian Islamic banking context. According to
the above discussion, the following hypothesis is proposed:

H2. Tangibility positively affects customer satisfaction in the NBFIs.

2.5.3. Empathy

Empathy prevails when banks understand, interact and provide customers with
information (Gatari 2016). The SQ’s empathy dimension in the marketing of services
focuses mainly on factors such as communication, consumer expectations and positive
conduct (Ennew et al. 2013). The banking industry’s empathy factor is critical to satis-
fying retail-banking customers (Potluri et al. 2016). Empathy, as described by Murray
et al. (2019), is “the capacity to share and respond to another person’s mental, emotional,
behavioural, and experiential states and circumstances.” As a result, empathy is a multidi-
mensional concept that requires observations on an emotive, cognitive and compassionate
level (Powell and Roberts 2017). When staff in traditional service settings adopt em-
pathic attitudes toward consumers, it leads to increased levels of customer satisfaction
(Markovic et al. 2018). In addition, Lee et al. (2011) came to the conclusion that the em-
pathy shown by employees has a direct influence on the pleasant emotions experienced
by customers, and that there is a significant positive link between happy emotions and



Int. J. Financial Stud. 2023, 11, 33 7 of 19

satisfaction with the employee relationship. Khan et al. (2021) also found similar results.
On this basis, the following hypothesis is proposed:

H3. Empathy positively affects customer satisfaction in the NBFIs.

2.5.4. Responsiveness

The responsiveness dimension reflects workers’ speed to provide sufficient and timely
assistance (Endara et al. 2019). The ability to execute assigned tasks manually and/or
electronically on time is called responsiveness (Uddin et al. 2015). Vencataya et al. (2019)
validated that responsiveness was an influential factor in forecasting customer satisfaction
in Mauritius banking. The Sultanate of Oman has found a good relationship between
responsiveness and customer loyalty to Islamic banking services (Fida et al. 2020). It
might be argued that the responsiveness of the banking sector has a direct effect on the
level of client satisfaction (Kant and Jaiswal 2017; Krishnamurthy et al. 2010; Selvakumar
2015; Khan et al. 2021). Abdelhadi (2021), in his study on Tunisian Islamic banks, found
that responsiveness has a positive influence on customer satisfaction. However, Yun and
Park (2022), Famiyeh et al. (2018) and Fida et al. (2020) found no significant association
between responsiveness and customer satisfaction. Sardana and Bajpai (2020) reported that
responsiveness was crucial in meeting customer standards (satisfaction) of e-banking in
India. Thus, the following hypothesis is proposed:

H4. Responsiveness positively affects customer satisfaction in the NBFIs.

2.5.5. Assurance

Assurance is the expertise, courtesy and capacity of employees to express their trust
and confidence (Zeithaml et al. 1990) and is an essential component in the high-risk in-
dustry (Andaleeb and Conway 2006). It is also related to how safe the customer is in the
banking transactions (Ennew et al. 2013), and it prevails a direct and positive relationship
with customer satisfaction in the banking field (Pakurár et al. 2019). Several researchers
have concluded that there is a significantly positive relationship between assurance and
satisfaction. There is a positive correlation between assurance and the level of satisfaction
experienced by the consumer (Kant and Jaiswal 2017; Olorunniwo et al. 2006; Yarimoglu
2014). Fida et al. (2020) also investigated the impact of quality on clients’ happiness at four
Islamic banks in Oman, and they came to the same conclusion that assurance matters a
great deal. Khan et al. (2021) found a similar relationship in the case of the Bangladeshi
mobile-banking sector. However, Famiyeh et al. (2018) found no significant relationship
between assurance and customer satisfaction in the banking sector in Ghana. Negash
(2021) confirmed a positive relationship between assurance and customer satisfaction at the
Oromia international Bank in Ethiopia. On this basis, the following hypothesis is proposed:

H5. Assurance positively affects customer satisfaction in the NBFIs.

2.5.6. Accessibility

Accessibility refers to the ease with which facilities are obtained and reached promptly.
In the case of NBFIs, accessibility denotes the clients having easy entrances, space for
moving freely and comfortably, a branch location nearby, suitable transaction times and
enough parking lots (Islam et al. 2020). Access to service ensures that the service can be
conveniently accessible by telecommunications, that there is less waiting time, flexible
operating hours and a suitable venue for the service facility (Yarimoglu 2014). Nazeri et al.
(2019) observed that convenient Internet banking service connectivity favorably triggers
a banking customer’s satisfaction. Shayestehfar and Yazdani (2019) also stated in their
comparative analysis that accessibility was ranked as the highest measure of banking-
service efficiency in the Iranian context. Khamis and AbRashid (2018) suggested that bank
customers were attracted and intrigued by those Islamic banks that offer fast and affordable
banking services in Tanzania. Kumar et al. (2018)’s research showed that easy service
hours and accessible branch locations significantly affected recruiting new clients and
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maintaining existing ones. Alkhazaleh and Haddad (2021) found a relationship between
the accessibility of fintech service and customer service for the Jordanian Banking sector.
However, Islam et al. (2020) found no relationship between access to financial services and
customer satisfaction. Based on the above arguments, the following hypothesis is proposed:

H6. Accessibility positively affects customer satisfaction in the NBFIs.

3. The Methodology of the Study
3.1. Research Design

This empirical study used a cross-sectional survey method. This indicates that the
data collected from each respondent were taken only once, unlike the longitudinal research
approach (Dabholkar et al. 2000) or sequential framework (Ashraf et al. 2022). To assess
service quality and customer satisfaction, face-to-face and one-to-one interview techniques
were used with closed-ended structured questionnaires developed according to the litera-
ture in this service-quality domain. We adopted face-to-face interviews as we could help
respondents understand questions. The education of respondents is diversified as it also
includes people with no education. The face-to-face interview technique suits well in such
a phenomenon.

Among the total NBFIs (34) in Bangladesh, the study picked 13 non-banking insti-
tutions, representing 38% of the total NBFIs. The participants were selected from three
big cities in Bangladesh, including Dhaka, Chittagong and Rajshahi, on the basis of the
purposive random-sampling method. The sample frame choosing NBFIs’ services was
adopted from the NBFI branch’s availability in all three cities. This means we picked
customers from those NBFIs which are only located in the three cities in Bangladesh. This
study recruited some university students equipped with interview training to conduct the
face-to-face questionnaire survey on customers of the selected NBFIs. During May–June
in 2021, a total of 217 respondents were collected. After the screening-out of incomplete
responses, 205 samples were chosen for analysis. To verify the required sample size, the
G*Power software (Powell and Roberts 2017) was used, which suggests that the minimum
sample size is 153 (f2 = 0.15 for effect size, α = 0.05 for error type 1 and ß = 0.20 for error
type 2) as there are seven constructs in the study. This means that 205 samples were enough
for analysis.

3.2. Measurement Instrument

There were two segments in the questionnaire. The first part includes the demographic
section where the age, gender, marital status and educational level and occupation were
attributed in various scales like dichotomous, ordinal. In the second part, the service
quality- and customer satisfaction-related questions were included. These questions, in
the second part, were on a Likert scale with five-point, ranging 1 = strongly disagree
and 5 = strongly agree. All the questions were closed-ended so the collected data can
be analyzed statistically with ease. We also supplied Bengali-translated questions to the
respondents who are interested. For such a questionnaire survey, the Bengali version of
questions helped them understand the question properly and respond without leaving
statements blank. These mixed approaches helped us to obtain sufficient responses.

The construct empathy and reliability (5 items) were sourced from Zia (2020). Out
of five items of assurance, four items were adopted from Rasyida et al. (2016) and one is
proposed by the authors of this study. Similarly, the construct responsiveness was taken
from Zia (2020) (4 items), and one is newly proposed by the authors in this study. Tangibility,
which contains 6 items, was adapted from Zia (2020) and Chatzoglou et al. (2014). Six
items of customer satisfaction were extracted from Baqué et al. (2021), and five items of
accessibility were used from Islam et al. (2020) and Oppewal and Vriens (2000).
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4. Results
4.1. Respondents’ Profile

The respondents’ demographic profile indicates that 85.36% of the respondents were
male and 14.64% were female. Out of the total respondents, 42.92% were in the 34–49-years
range, 33.17% were 26–33 years range and 70.73% were married. Many respondents were
businesspersons (48.78%) and private-service professionals (29.76%). Table 1 also reveals
that a significant number of respondents (45.36%) are highly educated (graduates) followed
by postgraduates (30.24%).

Table 1. Demographic profile of the respondents (n = 205).

Aspects Classification Frequency Percentage

Gender
Male 175 85.36%
Female 30 14.64%

Age

≤25 years 38 18.54%
26–33 years 68 33.17%
34–49 years 88 42.92%
≥50 years 11 5.36%

Marital status
Married 145 70.73%
Unmarried 60 29.27%

Education Level

No Education 12 5.85%
SSC 9 4.39%
HSC 29 14.14%
Graduate 93 45.36%
Postgraduate 62 30.24%

Occupation

Private Service 61 29.76%
Government service 25 12.19%
Business 100 48.78%
Housewife 7 3.41%
Student/unemployed 13 6.34%

4.2. Assessment of the Measurement Model (Determinants) for Service Quality of NBFI

A reflective model was run in two stages for analyzing data using SmartPLS, that is, ex-
ploratory and confirmatory analysis (Ringle et al. 2015). In exploratory factor analysis (EFA),
the measurement model is set followed by the structural model in the confirmatory factor
analysis (CFA) model. PLS-SEM is comparatively superior to CB-SEM in smaller sample
sizes, and data normality is not needed (Reinartz et al. 2009; Hui and Wold 1982). Figure 2
shows the measurement model (determinants) of service quality using the SmartPLS 2.0.

The measurement model was tested using both the reliability and validity of the
constructs. For indicator reliability (Table 2), the factor loading out of 37 items of the
constructs, 26 items are qualified for the constructs based on a thumb value of 0.5 or above
(Henseler et al. 2015). In addition, the composite reliability is above the threshold value of
0.70 (Shi et al. 2022), indicating the adequate reliability of the constructs. Cronbach’s Alpha
represents within the range of 0.797 to 0.896, which is within the standard of 0.5 (Hair et al.
2014). Thus, reliability is achieved in this study.

In terms of validity, the convergent validity indicator, such as average variance ex-
tracted (AVE), must also be 0.5 or more (Barclay et al. 1995) and these study results (Table 2)
comply with the standards. Similarly, all the measurement-model constructs were found
with discriminant validity (Table 3) using the Fornell–Larker criterion as all the square
roots of the AVE (off-diagonal values) are higher than the respective correlation values
(Fornell and Larcker 1981). Therefore, all the respective constructs in the model are reliable
and valid for structural modelling.
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Table 2. The EFA of service quality and customer satisfaction.

Construct No. of Items Indicators Loadings Composite
Reliability

Average Variance
Extracted (AVE)

Accessibility

5 Acces_1 NBFIs have enough seats 0.562 0.844 0.520
Acces_2 Moving inside is easy and comfortable 0.658
Acces_3 The location is suitable to access 0.809
Acces_4 NBFIs have an easy parking area 0.759
Acces_5 Office and transaction hours are suitable 0.797

Assurance

5 Assu_1 NBFIs’ employees provide trustworthy, consistent and
efficient service to clients 0.771 0.866 0.620

Assu_2 NBFIs ensure a complete and safe transaction 0.762
Assu_3 NBFIs’ staff courteously talk with their customers 0.798
Assu_4 Staff have sufficient expertise to answer customers’ questions 0.809
Assu_5 Bank employees’ information is clear and comprehensible 0.135 *

Empathy

5 Emp_1 The employees of NBFIs give special attention to the customer 0.846 0.849 0.660
Emp_2 Staff offer customers guidance and suggestions 0.919
Emp_3 Employees understand the clients’ needs 0.641
Emp_4 NBFIs have my best interests at heart 0.267 *
Emp_5 NBFIs give me individual attention −0.1 *

Reliability

5 Rel_1 NBFIs are genuine in solving claims 0.741 0.842 0.640
Rel_2 NBFIs complete service at the promised time 0.788
Rel_3 Clients’ records always come free of errors 0.868

Rel_4 The NBFI periodically sends financial records to my current
address to inform balance 0.088 *

Rel_5 The staff of the NBFI is deeply concerned about the settlement
of my bank-related issues 0.12 *

Responsive-ness

5 Resp_1 Clients are always informed when their service is done
spontaneously 0.879 0.896 0.740

Resp_2 NBFIs are always ready to keep requests 0.853
Resp_3 Employees serve the client without delay or hesitation 0.852
Resp_4 Staff at the bank answer my requests quickly 0.037 *
Resp_5 Bank staff adjust any mistakes rapidly −0.03 *

Tangibility

6 Trans_1 NBFIs have modern equipment 0.747 0.831 0.500
Trans_2 NBFIs’ layout is nicely done 0.622
Trans_3 Employees are well dressed 0.683
Trans_4 NBFIs are neat and clean 0.683
Trans_5 NBFIs’ accounting system is good 0.782

Trans_6 Hard copies such as forms, monthly reports, flyers and
transaction cards are very lucrative 0.032 *
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Table 2. Cont.

Construct No. of Items Indicators Loadings Composite
Reliability

Average Variance
Extracted (AVE)

Customer
Satisfaction

6 Cus_Satis_1 I’m satisfied with the facilities of the NBFs 0.730 0.797 0.500
Cus_Satis_2 My NBFI meets my specifications 0.700
Cus_Satis_3 Overall, my NBFI provides good value for money 0.437

Cus_Satis_4 In comparison with others, my NBFI offers excellent service
quality 0.752

Cus_Satis_5 Overall, I hold a good impression of my NBFI 0.472

Cus_Satis_6 I recommend my friends and relatives to take service from
NBFIs 0.793

Threshold point: loadings and AVE > 0.50, CR value > 0.70 and DV = Yes. * Items are removed from the model
due to having a lower value than 0.5.

Table 3. Discriminant validity confirmation based on the Fornell–Larcker method (service quality).

Accessibility Assurance Empathy Reliability Responsiveness Customer
Satisfaction Tangibility Discriminant

Validity

Accessibility 0.7240 0 0 0 0 0 0 Yes
Assurance 0.4718 0.7852 0 0 0 0 0 Yes
Empathy 0.6516 0.1913 0.8109 0 0 0 0 Yes
Reliability 0.3742 0.366 0.1880 0.7862 0 0 0 Yes
Responsiveness 0.4745 0.6274 0.1716 0.7177 0.8612 0 0 Yes
Customer Satisfaction 0.7023 0.6066 0.5202 0.2644 0.4357 0.7626 0 Yes
Tangibility 0.6202 0.6307 0.4340 0.2055 0.4540 0.6865 0.7077 Yes

Note: The bold and diagonal values indicate the Fornell–Larker patterns, and the underlined value denotes the
value of the maximum correlation per construct.

4.3. Assessment of the Structural Equation Model for Service Quality of NBFI

The tolerance of the predictor variable, VIF, is expected to be higher than 0, 20 and
less than 5, otherwise to be deleted or combined with other variables (Hair et al. 2011). The
coefficient of determination appears to be sound for the model as a whole; R2 values (0.705),
evaluate forecasting ability and the effect of a dependent by the independent variable is
moderate. According to the standard, the R2 values of 0.75, 0.50 or 0.20, respectively, for the
latent dependent factor (Henseler et al. 2015; Hair et al. 2011) imply substantial, moderate
and weak.

As per the bootstrapping results (Table 4), hypotheses H1, H2, H4 and H5 are sup-
ported, and H3 and H6 are not supported. It means that there is a direct effect of reliability
(T = 3.4281, p = 0.001 < 0.01), responsiveness (T = 3.3711, p = 0.001 < 0.01), assurance
(T = 2.084, p = 0.040 < 0.05) and tangibility (T = 2.1732, p = 0.032 < 0.05) on the customer
satisfaction at a significance level of 1% and 5%, respectively. The dimensions, empathy
(T = 1.8352, p = 0.069 < 0.10) and accessibility (T = 0.0723, p = 0.943 < 0.10) do not have signif-
icantly direct influences on CS. The path coefficient value indicates the relationship strength,
and it finds that responsiveness (0.3248) has a greater relationship than reliability (0.2879)
though they have the same significance value. The other dimensions, assurance (0.1776)
and tangibility (0.2054), have relatively moderate relationships with customer satisfaction.

Table 4. Path coefficient and significance level by the bootstrapping test.

Path
Coeffi#Cient T Statistics Sig. Level p

Values 90% Confidence Interval Result

H1: Reliability→ CS 0.2879 3.4281 *** 0.001 0.15 0.43 Supported
H2: Tangibility→ CS 0.2054 2.1732 ** 0.032 0.05 0.36 Supported
H3: Empathy→ CS 0.1285 1.8352 NS 0.069 0.01 0.24 Not Supported
H4: Responsiveness→ CS 0.3248 3.3711 *** 0.001 0.17 0.48 Supported
H5: Assurance→ CS 0.1776 2.0840 ** 0.040 0.04 0.32 Supported
H6: Accessibility→ CS −0.0064 0.0723 NS 0.943 −0.15 0.14 Not supported

Note: ** p < 0.05. *** p < 0.01. CS = Customer Satisfaction.

Depending only on R2 can also be deceptive as R2 is tolerant to variable numbers,
which increases its value if any insignificant variable adds to any model. We should choose
an alternative analysis in the model assortment for many constructs to be bias-free. This
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measurement technique comprises an f2 influence level test. These measures attributed
the f2 effect size test with an independent variable’s effect, while the Q2 effect-size-test
technique quantifies predictive relevance.

F2 values greater than zero and 0.02, 0.15 and 0.35 denote a small, average or extensive
exogenous effect on an endogenous variable, accordingly (Cohen 1988), and these standards
are similar for the q2 influence-level test based on the set of rules. In this study, the f2 and
q2 values suggest specific predictive relevance except for the construct accessibility that
is just or below zero, and empathy is also the lowest (f2 = 0.027 and q2 = 0) among the
significant constructs. For the constructs fitted in the model, the higher values of tangibility
(f2 = 0.047 and q2 = 0.006) and assurance (f2 = 0.035 and q2 = 0.001) justify the previous
prediction path coefficients and T statistics (Table 5). Reliability construct is the highest
proof of satisfaction among the four constructs with statistical significance.

Table 5. The path coefficient, VIF, R2, Q2, f2 and q2 value of dimensions of service quality.

Collinearity:
VIF (Tolerance) f2 Effect Size q2 Effect Size

Accessibility 2.551 (0.392) 0.000 −0.001
Assurance 2.153 (0.464) 0.035 0.001
Empathy 1.823 (0.548) 0.027 0.000
Reliability 2.294 (0.436) 0.119 0.020
Responsiveness 3.38 (0.296) 0.092 0.017
Tangibility 2.163 (0.462) 0.047 0.006
Customer Satisfaction R2 = 0.705, Q2 = 0.3233

5. Discussion

This study empirically tested the SERVPERF model to integrate an additional dimen-
sion in the non-banking service industry. Four dimensions were verified except accessibility
and empathy and thus supported the study of Cronin and Taylor (1992). Our research
framework may also sum up various informative findings explained below.

Firstly, the findings indicate that reliability affects customer satisfaction positively
and significantly (H1). Among the six SQ dimensions for NBFIs, reliability has been
found to be the most important predictor of CS. The belief at the bank is that customers
will be compassionate and that bank records are well kept. The results show that the
clients of Bangladeshi NBFIs are pleased with the dimensions of reliability, including
maintaining reliable records and providing promised service on time. These results align
with existing works (Haron et al. 2020; Kant and Jaiswal 2017; Peng and Moghavvemi
2015). Parasuraman et al. (1985) concluded that reliability is the client’s capacity to deliver
services. This signifies that the higher the reliability of NBFI services for customers, the
higher the chances to satisfy them.

Secondly, tangibility has a positive influence on customer satisfaction (H2). The
empirical findings confirm that tangibility affects consumer satisfaction positively and
substantially. The results also postulated that the most immediate aspect, after the respon-
sive dimension, was tangibility. These results align with prior research (Choudhury 2014;
Arasli et al. 2005; Haron et al. 2020; Kant and Jaiswal 2017) and are incompatible with a
study (Wang et al. 2004) which indicates that the opposite is valid regarding customer
satisfaction. This indicates that customers of Bangladeshi NBFIs are pleased when they find
it easy to use the physical appearance of the operation, including employee outfits, smart
equipment and related products. Some studies have reported tangibility as the location,
facilities, staff and communication aspects (Parasuraman et al. 1991, 1988). This indicates
that the greater the physical appearance and employee outfits with smart equipment in
providing service to consumers, the greater the propensity to satisfy customers of NBFIs.

Thirdly, the predicted positive relationship between empathy and customer satisfac-
tion (H3) is not supported. That is empathy did not positively influence CS, which is
against the results of some past studies (Ross and Venkatesh 2015; Umoke et al. 2020; Slack
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and Singh 2020). Proper communication, a strong insight into customer preferences and
friendly behavior ensure empathy. This means that customers’ empathy of Bangladeshi
NBFIs are not satisfied possibly due to branches not being convenient, having unreason-
able hours of service and not satisfying their needs. These results are in accordance with
past studies (Krishnamurthy et al. 2010; Donthu and Yoo 1998), but against the study of
Derksen et al. (2013).

Fourthly, the responsiveness of employees has significant influence on customer
satisfaction (H4). This result revealed that responsiveness is the second most influential
(after reliability) predictor of CS. The results corroborate that staff response can meet
customer satisfaction, similar to earlier research (Baghla and Garai 2016; Collis and Hussey
2013; Fida et al. 2020; Sardana and Bajpai 2020; Vencataya et al. 2019; Parasuraman et al.
1988). Employees must be eager to assist clients. NBFI staff should answer questions and
have the faith to alert clients once services are given. Thus, responsiveness is integral to
being prepared to offer support and service to the customers because the time customers
have to wait for assistance and response is a vital issue for customers. Enhanced promptness
and quick customer responses lead to customer satisfaction.

Fifthly, assurance is a key factor in SQ dimensions, which refers to employees’ knowl-
edge and gentleness and their capacity to express faith and confidence
(Parasuraman et al. 1985). In NBFIs, the assurance dimension had a positive and solid
impact on customer satisfaction. Several published works (Munusamy et al. 2010; Donthu
and Yoo 1998; Haron et al. 2020) support such results. This research also supports this
argument. The concept is that NBFIs concentrate more on assurance in SQ and are therefore
more capable of building confidence and loyalty among customers of the non-banking
sector in Bangladesh. Customers would presume service operators to display respect and
attention to them, and they would thus concentrate more on the assurance provided by the
service providers.

Finally, accessibility is not significantly associated with customer satisfaction (H6).
Accessibility indicates that customers pursue simple ways to access services, additional
reception options and the facility to receive the assistance they requested in the desired
location, time and manner. The present study did not strongly support the impact of
access on CS in the NBFIs in Bangladesh. The findings are in line with Cronin and Taylor
(1992), but are opposite to some studies (Ladhari et al. 2011; Pakurár et al. 2019; Khamis
and AbRashid 2018; Nazeri et al. 2019; Shayestehfar and Yazdani 2019). In this way, from
the customer’s standpoint, the accessibility could be redundancy in NBFIs. The reason
could be that consumers are still treating the excellent accessibility facility of NBFIs as basic
requirements for the banking sector. The customers’ expectations are far more. Moreover,
this non-significant result can also be induced by a small area surveyed in metropolitan
towns with adequate NBFI outfits and facilities.

6. Conclusions

The study aims to identify the relationship between service-quality dimensions and
customer satisfaction for NBFIs in Bangladesh. Employing an extended SERVPERF model,
the empirical investigation confirms that the four dimensions, assurance, tangibility, re-
sponsiveness and reliability, are significant predictors of customer satisfaction. The other
dimensions, accessibility and empathy, did not significantly fit in the Bangladeshi NBFI
context. The research results also demonstrate that reliability is the most crucial dimension
in the model for NBFIs in Bangladesh. The independent factors of assurance, tangibility,
responsiveness and reliability explain 70.5% of the variance in customer satisfaction, vali-
dating the model as well-fitted and validated. The following are the implications of the
study that could have an impact on the industry, if carefully considered.

6.1. Policy Implications

Firstly, the model’s confirmation will help managers understand that service-quality
factors associated with NBFIs are different from the traditional banking industry. This
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indicates what should be given priority and what should be kept in order to keep customers
satisfied. The quality indicators determined in this study are analogous to customer satisfac-
tion and therefore recommend that managers pay equal attention to quality considerations.

Secondly, empathy is the care for customers’ feelings that contributes to their bank
satisfaction. While technology can provide various ways to improve services in institutions,
such as ATM and internet banking, these services are essential for users to understand. The
outcomes also show that the participants stress the firm’s ability to discuss and commu-
nicate its needs. For NBFIs, they also need to be more responsive to customer sentiments
and enhance their employee empathy, as personal relationships are relevant for direct
transactions. Thus, given previous research findings (Jianu et al. 2015) the idea of sustain-
able marketing (referring to an eco-friendly way of the financial transaction such as online
operations), should be addressed when looking at customer satisfaction. These offerings
comply with the tangibility dimension, allow businesses to be precise, be paperless, reduce
queues, be useful and operate for longer hours.

Thirdly, an up-gradation program for employees could help to reach its efficient way of
delivering services. Given the highly dynamic nature of employee–customer relations, the
Bangladeshi non-banking sector can provide service excellence by arranging its employees
in a structured and upgraded training program. To recognize the need for customized
programs, the training curriculum should also concentrate on staff communication abilities
and customer psychology. Policymakers need to reassess their customers’ desired level of
service quality. This will facilitate non-banking institutions to efficiently and effectively
handle their clients.

Fourthly, the study found the highest influence on customer satisfaction by the reliabil-
ity dimension. This refers to the NBFIs being genuine in solving problems and delivering
consistent and accurate services. NBFIs should boost their service reliability to draw the
customer’s attention.

6.2. Contribution to the Theory

This study extends the literature on CS and SQ. The previous empirical research covers
service sectors like consumer goods, higher education, hospitals and the tourism and travel
sectors in Bangladesh. Several studies were performed in traditional banks; but NBFIs, in
particular, remained untouched. This research expands the current knowledge paradigm by
providing evidence-based information on SQ and CS in non-bank institutions in Bangladesh.
Although the proposed extension of the SERVPERF model with accessibility was not
supported by the findings, this experience can encourage future academics to incorporate
new constructs in new contexts. The applicability of a theory across different settings
enhances its level of validity. This study validated the existing model in a new context.
This can supplement future research by replicating the present study in other contexts.

Additionally, the present study adds to the literature with new findings. For example,
while the significant effect of empathy was previously assumed in multiple studies (Slack
and Singh 2020; Umoke et al. 2020; Zia 2020), we found an insignificant relationship between
empathy and customer satisfaction in the context of NBFIs in a developing economy. Future
research can benefit from this illustration as a motivation for more systematic investigations.

6.3. Limitations and Future Direction of the Study

The study is limited in terms of sample size, although it is suitable for PLS-SEM
analysis. It is also limited only to metropolitan cities, even though the growth of NBFIs is
happening beyond these cities. So, for future research, it could be extended with a greater
sample size and sample areas to generalize the result to a greater extent. Future studies
could come up with a different data analysis technique for analyzing SEM, such as, they
could use the covariance-based SEM (using AMOS) which will provide a more validated
result with this model.

This study only portrayed the direct relationship between customer satisfaction and
service quality. It lacked the inclusion of indirect relationships, including mediation and
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moderation effects on the dependent variable. This creates an opportunity for further
advanced research to fill the gap in NBFI settings.
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