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Abstract

A sound, well-functioning banking system has an essential role
in the economic development and sustained growth of any
country. Egypt has faced two unexpected shocks; the global
financial crisis at the end of 2008 and the recent 2011, January
revolution. The Egyptian banking system in general and public
banks in specific have shown resilience to the unexpected
it

f solvency and liquidity. This study is
the banking sector in an emerging Arab
despite its growth potential and in a
and economic changes. It tends to
. the relationships between customer
nancial performance in Egyptian public

e strength of those relationships if

¢y, Data Envelopment
ns to scale model) is
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technical and scale efﬁciengy of the
o calculdt® = an banks using annual observations from
; ti 255CSSINg the bank’s ﬁ"ancial

fi : ‘ ,
111cn;inancial ratios that are commonly accepgeq

: o banking industry were calculated for
' ased in ars USING data from thft annual. reports of
cach of the sevem Ao . Customers’ service quality s the,
ified SERVQUAL mf)del that consists of
assessed Using the m s tangibility, reliability, responsiveness

i %l(;:;j’ convenience. Then the researchers ysed
ng and regression analysis techniques 1o

. . hin between customer service, efficiency
examlbn:nkﬂ;f “;.l;t;ﬁgisgp performance. Our results partially
:‘n;pomd the hypothesis. By develqping knowledge ab’out the
way. customers perceive quality and if this affef:ts ban}cs pr.oﬁt.s
and if efficiency has a significant impact on this relationship, it
will be possible for managers and decision makers to take
concrete actions for continuous improvements. Additionally,
they can identify the service areas that require improvement as a
mean to retain customers, and eventually may improve banks'
efficiency as well as financial performance.

Keywords: Service quality, Efficiency, Financial
Performance, Egyptian Public Sector Banks.
L. Iroduction

the linear programmi

The continuing increase of global competition , market
mm the uprising of information technology and the

knos_vledge society, all led to the establishment of 2
Complex . environment for public organizations in
P i il a nstitutions in specific (Sotirakou and
e | 2010). Despite the fact that
cial nature and usually face
and strategic concerns,
oming crucial.




The banking sector in any country is one of the most important
drivers for the country’s economic growth. Efficiency and i
jmpact on profitability is a main concern for any yﬁzz ltsl
institution in which the common assumption is that incre:SC.la
efficiency will lead to improved financial performance Tahi:.neg'
al. (2009) argue that banks have to be not only proﬁ.table but
also efficient, otherwise impediments will be created in the
rocess of economic development. Heskett er al(1994)
highlighted the role of service quality in this process by arguing
that customer service and productivity or efficiency are
positively related, in that customer service efforts or initiatives
(inputs) will be accompanied by adequate gains in revenues and
profits (outputs).
A diverse range of studies have been conducted for measuring
banks' performance but mostly using traditional measures for
evaluating performance like ROA and ROI as in Ongore and
Kusa (2013). In parallel to research examining financial
performance, abundant research in benchmarking the efficiency
of banks was frequent in literature (Rosman ef al., 2014; Ioannis
and Giokas, 2012). However, more recently, managers and
decision makers find that traditional measures of performance

evaluation typically based on financial views are incomplete n

evaluating the overall performance of an institution and In

presenting an effective feedback. Soteriou and Zenios (1999)
view that the question of what drives performance is at the top
of the minds of managers and policy makers alike. They argue
that superior insights can be obtained by analyzing operations
efficiency, service quality, and profitability simultaneously than
the information obtained from benchmarking studies of these
three dimensions separately. Arora (2012) argues that bankers
and policy makers should not feel contented by looking at the
standard performance measures on stand-alone basis but rather

th { examine bank performance vis-a-vis efficiency to
icture. Duncan and Elliott (2004) argued

major routes (0 improved financial
al institutions; improved operational
customer service. At the same time, it
that there is a direct and positive

T



customer ser\'/i?e and
: customer  satisfactiop
. petweer medlawd

. - Rust et al., 1995),

latlon‘c.’:]ig’,‘ freque"“yskett et al., 1994 RUS Mo e )
fitabl"' errals (e an essential role n e Seveopment
joyalt S sector PIAYE T iant country With an oversizeg
The b S oypt. AR T eople) in which the vast majory
rocess © g0 million P es. Egypt has survived ty,
| crisis at the end of 20(g

p : ove : e]‘ViC
pu“;::gncfmsumcr ba“l]‘:::,il Sﬁnancia |

are W © { shocks; the 8 olution. The Egyptian banking

anks in specific have shown

un;xt;;ec cecent 2011 January 1€V
rms of solvency and liquidity.

2l and public b
ttempts 10 explore the relationship between
e

This paper 3% and customer service quality
: erformance ) e

efficiency ﬁllla&(i:éat:nks‘ The aim of the study 1s to examine if

in Egyptian p le linkages between efficiency and financial

measurab . :
e customer service and financial

ormance, between ) : :
xrrxformancc’and between customer service and efficiency in the

Egyptian public sector banks. The.main objectives of 'this stuc%y
are to determine the level of efficiency among Egyptian public
banks, to provide quantitative estimates of the level of customer
service in Egyptian public banks and to examine empirically the
relationship between efficiency, customer service and financial
performance among the sampled banks.

The importance of the study stems from the scarcity of research
in the area. Despite there are abundant research on the linkages
?;(;vlvf;n;s esif:lt;ncy hand ﬁ.nancial performance, Olson and Zoubi
developed mark‘?:ttstl'(;(Se llinkages e thor(?ughly ——
has been made so fai te(:)t : IUSA = E“fope, and little attempts
the less developed coan:lr.yse the ef:ﬁCICncy lefvels of banks in
potential growth, Add?tlil lels, espite their importance and
Customer - seryjce quali i ly, the subject of researchl.ng
marketing and mana Uty is abundant within the service

I Manaocem -
= A1)

pality of

r -
ose shocks 1 t€

YOI customer service, efficiency and
1 tivates us to undertake the study
" EXisting literature through fulfilling
L, 10 bring together different
ancial ratios, linear




measure in isolation. Vsiratierthan focusing on one

This paper proceeds as fol]

: Ows. Section t i

s itthe: Lanl ; Wo briefly shed

l.gh _ankmg system in Egypt. Section thr i
iterature review on efficiency i,

: and financial
= i A : performan
m ents in addition to measuring customer service qualii:/

and different arguments related to its

: : relationship to profitabili
and efﬁmepcy. Section four presents the data and n?ethodollog
used. Section five presents the results and discussion followed

by COHC[}ISIODS,. implications, limitations and areas for further
research in Section six.

2. The banking system in Egypt

The banking sector plays an essential role in the development
process of Egypt. It consists of commercial banks, specialized
banks and financial institutions operating in the fields of
investment and credit. Amer and El Domiaty (2011) asserts that
the Egyptian financial sector is well established in which the
vast majority of Egyptians (over 80 million people) are using
consumer banking and insurance services.
The banking sector in Egypt has gone through many phases
since the establishment of the first bank, the National Bank of
Egypt, in 1856, followed by the nationalization of all banks by
law 117/1961 and the establishment of the Central Bank of
Egypt (CBE). Rashwan (2014) views that since the 1‘97(.)5 the
sector witnessed the beginning of a new era of hber-al.nz.anon of
e financial system, where the banking sector activities were
:)hperf to privatg capital, both foreign and local. T.hlS n}ove was
dramatically boosted by the launching of Economic Re ormdar;
S Adjustment Program (ERSAP) in 1991 followed bY
a\ /2003 in which one of its main implications
- of capitalization of operating banksdthgt
sers and acquisitions SO banks would be

\ ital requirement.
Eg: 't?v%hich is the main regulatory body
. and managing the banking sector and

jssued a new
, has not

L BRRTE




0 1979. The only way for a ney,
cens foreign or domestic, to enter the
% etheésentative office) is to purchase.an
°°‘“‘““?Lxcept as 8 TP 04 plan to restructure the banking

ket T K AS art of 1 old shares in several‘ joint venture
exnstmghe genment has iities. The first public bank to pe
seotor, e E° o nking €N of Alexandria, which was so]q
2006. Currently the three

olo Intesa anque Misr, Banque DuCaire

B
- _owned banks aré
remaining S Eaypt. | .
and the Nanonallz 20]03f /23{2 Economic review published by

Accordingz(;(;;}gom the sector is dominated by private banks,
(Ch??rg;resent 87 5’% or 35 banks; however, the state owned
whiC -

ts, with the National
almost 45% of all the sector assets, '
%ﬁ;k;:: Eegypt alone controls 30% of the banking sector's assets.

3. Literature review

atized Was ;
purtally PAVOCE ot Ttaly i
fo San

Performance of banks is a major concern for regulators and
policy makers because of its strong impact on the economy.
Rozani and Rahman (2013) defined the term bank's performance
as the capacity to generate sustainable profitability. Arora
(2012) views that profitability is the natural outcome of
efficiency and asserted that bankers worldwide use performance
measures as.im!icators of profitability and efficiency. Many
studies cited in literature as in E] Seify (2013), Olson and Zoubi
(26(31), Akhtar (2010), and Samad (2004) evaluated banks'
perlormance using  conventional accounting measures as
financial ratio analysis and/ or ri

and Elliott (2004) 5 or risk and return measures. Duncan
relationgh PProved that there is a generall accepted

P between risk and y .

both are essential fo Nd return and therefore measuring
hevaaten . T €Xamining bank'
M View that, g with § performance. However,
dology, there ara . ymetpoq of analysis using one
7% Imitations particularly because
“IV€ as the use of few ratios in
ok they used four performance
~ 4dequacy, expense to income
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although these four ratios are few but they collectiy |
commonly used financial indicators. videproatos

The measurement of banks’ efficienc ‘ ‘
profitability attracted attention asfz(il?rr:ncpyortil:g 'ns’ e
especially in developing economies, Efﬁcicnc"yred of research
deﬁped as how much the observed performance deviates from
desn.ed performance. Olson and Zoubi (2011) regarded
efficiency as th‘? relgtionship between outputs of a system and
the 9onespoqdlng inputs used in their production. Thus,
Efficiency ratios act as indicators of banks’ ability to convert
inputs to outputs. Olson and Zoubi (2011) added that banks'
efficiency can be calculated by the distance away from some
ideal frontier measured relative to the lowest cost or highest
profit bank in the sample adopting either nonparametric
techniques as data envelopment analysis (DEA) that impose no
functional form on the cost or production function, or parametric
techniques based on the parametric estimation of cost,
production, or profit functions.

Coelli et al., (2005) asserted that frontier analyst software as the
DEA could refer to variable returns to scale (BCC) model and to
constant returns to scale (CCR) model. Under the variable
returns to scale model, DEA calculations tend to minimize
inputs to produce the same level of outputs and assume variable
returns to scale, that is doubling inputs doesn't necessarily
produce double the outputs. BCC efficiency results are not
affected by scale efficiencies since the model assumes that there
is no scale inefficiencies in which the size of all units of
operations are assumed to be optimal.

Alitemat'ively, the constant returns 10 scale model, the DEA
calculations tend to minimize the inputs (0 produce the same
0 “assuming constant returns to scale, that is assuming

will produce exactly double the outputs. The

not consider whether the unit is operating at its
d thus the efficiency scores will be affected by

18 commonly

ated the efficiency of panks using a
o a Envelopment Analysis
and Ullah (2013) employed




a1 efficiency of banks in Pakistay

DEA to investiga}t 5007 10 2011 and found that the source of

. hnical inefficj
the perio . as due to pure ¢ e
tfgéhnical - fﬁ“;iency- Rosman (2014) examined the
an scale ¢ Middle East during the globg

ther th in the :
ra of banks 1D d presented evidence that mogt

e the tCChﬂic

efficiency 7 . e DEA an : ;
financial _cnSISE:;;%n thl slamic banks were scale .mefﬁcnent, and
f the dedl. ol Capitalizaﬁ‘)“ were the main determinants

of banks cf_ﬁcnzn;ﬁrd 2006) represent another group of studies,
(Al.-Haw_an ?: docum;nt a relationship between costs, financial
Whrlff)}:m t‘;‘nce customer satisfaction, and customer retention in
hanks. Service quality in the broader context has received much
attention as numerous studies provided evidence that service
quality has a significant positive effect on several business
formance measures as attracting new customers, increasing
profitability and sales volume (Lewis, 1993; Zeithaml, 2000).
Parasuraman ef al. (1985) argues that service quality is a driver
of corporate marketing and financial performance. In this
respect, Wiele ez al., 2002, Yeung et al., 2002 and Anderson et
al., 1994, all documented a positive significant relationship
between customer satisfaction and banks’ financial performance.
S'I(':l;;rlearlsmasthatiee:upih;;st S::V ieclgreem?nt aillnong service quality
e o e qual :ity as vast benefits. .for
i s o that, - 1S considered one .of the cntical

uence the competitiveness of an

organizati 4
012 ion (Abu-El Samen, ef. al, 2013, Gupta and Dev,

Service quality has
4 an overall asses
and Roy, 2011)
Customers’ gat;

been defined in services marketing literature
;ncllenits oi‘osri:;v;ce (li)y the customers (Ganguli
.  tonsidered a vital factor affecting

Oll level in the banking industry. In banking,
s a, which includes differing types of

ces portfolio, and critically, the

Ipta and Dev, 2012). The rise in
_‘ dynamics and competitiveness of
‘ ndustry. In pursuit of
1ore focus on service




Because of service intangibility,
to understand how consumers
quality, so the service quality

quality perceptions are influen
occurring on the marketers' sid

Measuring service quality in the banking industry is both
important and necessary. Providing a good quality service is a
demanding task, with the specific characteristics of services in
general, and those of banking services in specific, complicating
the process. Since the service quality experience is subjective,
its measurement is a constant challenge and is among the
essential issues addressed through research (Dosen and Zizak.
2015).

A number of studies have established service quality measures
meant to be appropriate across cultures and banking institution
types. (Al-Jazzazi and Sultan, 2014, Gounaris, Spiros, 2005
Jabnoun and Al-Tamimi, 2003), These measures have largely
been based on studies related to the SERVQUAL model
(Parasuraman et al., 1985, 1988) and the SERVPERF model
(Cronin and Taylor, 1992, 1994). .

These models in the number of dimensions that th_ey use o
mneasure: service -au ality, the elements that comprise each
> q her they are a one, two or three colum?

lumn survey measures the actual level o

e two column survey format measures the
sived service and the minimum level of

B 10 accept, and the three
he level of service that customers

a firm may find it more difficult

perceive services and service
model proposed that consumers'
ced by a series of distinct gaps
e (Parasuraman et, al . 1985).
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» and “should pe” provided compared to what jg
believed “can *;:m “nd Elliott, 2004 . =
' 4 on measuring service quality in the
Most of researc b articularly using the SERVQUAL scale ag
consumer s:,:;o;ubseque"t]y modified by Parasuraman, who hag

: i lity along a
» nerception of service qua g a scale
placed consumei(fisealpequality to totally unacceptable quality.
m 13: Abu-El Samen, e/ al, 2013; Kumar et g/,
5010; Kumar e’ 41.2009; Lai, ef al., 2007; Gounaris, Spiros,

: uraman ef al.. 1985). 7.
éoth}cha:m studies (McCollin et al., 2011; Pansiri and

Mmereki, 2010) continue to use it in its original form (five

dimensions with 22 dimensions in total), without serious

alterations. (Chatzoglou, er. al2013) anticipated its benefits

from being a statistically valid instrument, as a result of its
extensive test on the field. Therefore, it escapes the difficulty of
being perceived as something that has been skewed to cause

certain types of response.
Parasuraman ef al. (1985) found that the customer’s perception

of service quality depends upon the size and direction of the gap
between the service the customer expects to receive and what he
or she perceive to have been received. Thus, service quality is
defined as the gap between customers’ expectation of service
and thc1r perception of the service experience.

In their original formulation, Parasuraman et al. (1985)

identified ten components of SQ:
(1) Reliability;

nto five dimensions:
nd responsivencss:




Dr. Madi .

Reliability, tangibles and responsiveness
emaini D

the remaining seven components were
collective dimensions, assurance and e Coomed into_two
. mpat
al. (1988) develol,)ed a 22-item insth:nent ith whi
tn}:ea;ure ﬁ?%?er? cxpgctations and perceptim::“(E whlch w
e five dimensions. Four or five numbered B P.) of
are used to measure each dimension Xes. Smenaions

Buttle (1996) clarified that reliability is about the abili
perform the promised service dependabl d e
tangibles is the appearance of physi y and accurately,
Ip ysical facilities, equipment,
personn_el anfl communication  materials,  whereas
responsiveness 1s t}}e willingness to help customers and to
pr0V1de. pran.pt service. Knowledge and courtesy of employees
and their ability to inspire Frust and confidence among customers
are unde'r 'the assurance dimension. The dimension, empathy is
the provision of caring, individualized attention to customers, in
other words, how a firm appreciates their customers.
Berry et al. (2002) indicate the importance of an additional
dimension; convenience as it is one of major concern for the
bank customers. The perception of service “convenience” may
affect customers’ overall evaluation of the service, including
satisfaction with the service and perceived service quality and
fairness. Additionally, Kumar el al. (2010) showed that
competence in banks could be related to “convenient operating
hours” and “ability to conduct a transaction in a short waiting
period”. On the other hand, the study showed that convenience
is the easy way of getting the service in accordance with the

customers’ need, which in turn results in saving customers Ume

et d ice quality literature

Based on the above views an service :

surveyed, Parasuraman et al’s (1988) S_ERVQUAL, bemgda

¥ stablished instrument, Was selected in our part\c_ularbsatrt]lk:
ure service quality 10 Egyptian public  Danss-

nd in addition to the traditional ﬁv.e dimensions

ty or modificaions to this
ality,

q we made min s 10
by adding the dimension of «convenience” 10
jerall service quality.

The dimension of
.5 whether the bank

s have sufficient




literature is generally
or marketing based.
accounting™based: * © e bank performance generally use
from financial statements to identify
ili Economics-based
: of bank proﬁtablllt?'. ;
e 4 on efficiency, while marketing- based

cS.
performance

comprehensive information

has focuse i . .
rr:::;cg has mainly focused on measuring S€rvice quality and

customer satisfaction. Recently some studies attempted. to
combine aspects of the different approaches (Duncan and Elliott,
2004, Wicle et al., 2002, Yeung ef al., 2002 and Anderson ef al.,
1994). They generally recommended bringing together several
performance measures, financial ratios and linear programing
techniques along with service quality and investigate the
interplay between them rather than looking at individual
measures in isolation and this is the same direction this study
intends to go.

Therefpre, based on the literature highlighted above the
following hypotheses were proposed:

HI: There is a discrepancy in the Financial Performance
measures of Egyptian Public banks

H2: There i : : .
EgYPtianPli;ﬁa:: E;Cl::pancy in the Efficiency measures of the

7> there is a discrepancy bets _
54-&9 ablic b Y between Customer service qualities

1p between Customer service

PDShip between Customer service

I

s> Efficiency
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4. Data and Methodology

€ and efficiency are
&ua:] reports  using
available on the respective banksg' website tt"of ZEES:JC;GP’OI?
sample of the study consists of the three public banks opefatinz
in Egypt and covering the period from 2008-2014. The sample
period was chosen to start from 2008 as

it is considered a stable
period for the banks sampled.

In late 2005 there was an
acquisition announcement in which NBE acquired Mohandes

bank amd also, there was a merger announcement between
Banque DuCaire and Banque Misr that was called off in late
2007; this is why we considered 2008 a good starting point for
our sample, given that the respondents to our questionnaire are
required to be customers for the respective banks at least 7
years. The authors focused only on publio banks for seve_ral
reasons; Egyptian public banks have the widest representation
throughout Egypt, have the largest number of customers and the
largest asset base (45% of total assets held. by all banks) and to
avoid comparison problems between various types of bantllclsl
especially that the market shares of private banks is s

1 small. WyiEss .
li:eciallltrlvg:l);ncial performances measures are used in th:lt ls;u::d
interest margin, capital adequacy, expense to Income S

i i llectively an indication on
return on assets ratio to give ¢o . =
financial performance (Duncan and Elliott, 2004). e
i bservations were collecte

To measure efficiency, annual 0 ey
R il zoporis iy Cor;lel:iarien constant dollars by
e il Pl hats wer;ceeﬁ;f; (CPI) as measured by tl}e
- g ibe mnsumef p]:‘ llowing the work of Coelll et ak,
‘ E'or(l) adjustment process, all fvaluesare
din terms of rommen refer-e - ):a:ozgalliolate both
Ana ys?s SOﬁwa:rde tlz lf(fmpare the relativ.e
~lmcy stant returns to scale model is




s study !

d scale efficiency data.

ly three banks and with limiteq
d the authors acknowledge the

le of on

§ USC jons,
I:lmber 0 Ob.ser\-’aggcurate or biased results. Howgver, Taylor
concerm ofhgvmg “:;an and Elliott (2004), both studied a similar

i R it ing the DEA model ang
| institutions using il ael an
w ﬁni:;:::ai flthe model is kept simple, that is if the

are kept to a minimum, the efficiency results

i Il number of

. biased or affected b_y thg smaj o
will not be :e:,)eurrels);u dy replicates their 51mpl1ﬁed input- output
obser;/atug ﬁsing of two inputs (total deposits and total non-
20 one output (total income defined as the

i d
interest expense) an ! ‘
sum of interest and non-interest income).

The sample size of customers 1S chosen based on the general

delines for sample size that depends on the number of
variables involved in the study. As the instrument used in this
study has 30 dimensions (statements), the required sample size
should be approximately 300 subjects, i.e. ten times of total
number of dimensions (Nunnally, 1978). The primary data have
been collected using the convenience sampling method and 300
questionnaires were distributed among banks ‘customers. The
usable sample consisted of 259 customers, where the males
approximately composed 47 % of the sample and the females

:approxim.ately 53%. The demographic profile of the customers
1s shown in Table I.

Jed evidence
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Table 1: Respondents’ Profile*
‘ Frequency [ Valia |
n259 Percent %

Gender $
Male
Female llgz b

52.5
Bank Name
Banque Misr 58 794
National bank of Egypt | 134 517
Banque Du Caire 67 759
Age
21 — 30 years 52 20.1
31 —40 years 92 35.5
41- 50 years 75 29.0
Over 50 years 40 154
Education
Diploma 37 14.3
Graduate 125 48.3
Postgraduate 97 37.5
Monthly Income
Below 5000 96 37.1
From 5001 to 10000 88 34.0
From 1001 to 15000 36 13.9
From 15001 to 20000 | 20 5 A
Over 20000 19 7.3

Following an extensive review of relevant literature,
Parasuraman ef al.’s (1988) SERVQUAL instrument ‘was
chosen to measure service quality in this study, since it1s a well-
established instrument to measure service quality. Also Berry éf
al., (2002) and Kumar et al. (2010) identified the importance of
convenience to the banks, which was added to the dimensions in
the ir nt. The implemented modifications Were quite
! o luded rephrasing of various dimensions to
etter understood by the sample
uded 22 dimensions that cgrrespond

.nt. All research dimensions were
kert scale ranging from strongly
(5). Finally, an additional part
ect general demographic
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stomers of the Egyptian Public bankq
cu

the .
. abollt ~ mcome)- s
informatlon ducatlon,l?nc}_, instrument that was used 1n the

e, © T ;

(g;: dlerc;czlligﬁed SER\i,tsQintA;mal consistency (regabl:t}g %’Ousmg
; [ onbact’s o 2ppeared A5 0730 for
study s o The liabilitys 0.793 for Responsiveness,
Cronba®l> 174 for Re for Empathy and 0.766 for
n that the reliability figures are

0.752
3 for see .
0.74) 17 1t can thus bznded lower limit of 0.70 (Nunnally,

78). \
;9 Rlseard‘ findings lected fi
s of the selected financial
Table 2 ShOYVSd.ﬂ;fO; ¥f ?; \1;1:2E mentioning that the 7 year
rfog}linh? ;l)llllbifc baI:lkS sampled were generally stable and
S}f:efore the mean can be used as a reliable measure. Table 2
shows that during the 7 year period from 2Q08-2014; Banque Du
Caire had the highest interest margin, significant at 5% level of
significance which may reveal that this bank may be more
focused on traditional and safer banking activities and services
like investing in government securities with shorter maturities,
rather than the riskier ventures. The same bank has also the
highest significant value for ROA, scoring the highest profits in
relation to its overall resources. NBE scored the highest capital

adequacy ratio and the lowest expense to income ratio, however
all the values were insignificant.

Therefore, H is partially supported.

Table 3 shows the comparative means for each efficiency

meas
threeulrwznﬁr the three banks and shows that the means for the

scale effic; are significantly diffe.rent for efficiency CRS and
efficiency and geqle al;%u.e Du Caire had the highest overall
-aire, which i< 3 ‘iCY . This result scored by Banque Du
e & ,, me smallest bank among the three

sommonly accepted “economies of
=Y agrees with Duncan and Elliot
-r!%ﬂat,;we,._fan conclude the Hz is
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Table 2: Financial Performance Findings

i =
Seven year mean B
financial performance | NBE Bangue Dqlle Combined =
measure Misr ¢ g F between | '%
1 i aire |  Groups P
nterest Margin 2.79 2.21 4211 8.696 :
Return on assets 0.72 042 o 3.277 060:92-
Capital Adequacy Ratio | 8.78 | 561 7.15 0818 o 457 |
Expense to income ratio | 0.54 0.75 0.85 = 0. o \

*Significant at 5% level of significance.

Table 3: Comparative efficiency of banks' means over the 7

years period

‘ | Ban i
que Combined ;
Measure NBE Bangue Du SD | F between Py
Misr : T
Caire Groups
Efficiency CRS 1.3 0.566 1.3 0.0001° \
0.178 | 40.224 |
: 0.166 | 34.931
Scale Efficiency | 4 14 | 0566 | 1.26 0.0001° \

*Significant at 5% level of significance.

To explore whether there is a discrepancy b

etween the service

quality among the three banks, table 4 presents the results in
which the ANOVA is carried out to test for significant
differences across the means of the three public banks. The test
confirms that there are significant differences in the means of
“Tangibility” and “Reliability” across the three banks at a
significance level of 0.035, and 0.031 respectively.




L he Relations J
e statistics of each SERVQUAL

: riptiv
Table 4: Descst;l:teme“t across banks.

National Bank Banque Combined] p

—— Banque Mi*" tn=134| DuCaire | F between lvg|
n=58 of EgYP =67 aroups ue
variable
Mean | SP Mean | SD | Mean SD

a7 | 2253 [10.791(2.4342| 3390 0.0

Tangibility ﬂﬁ_g’_ﬂ_w S S 4
ability | 20.78 | 4.504 [21.761 ] 3.603 20418 2813 | 3.519 |0.03
R 13,142 | 3.284 | 12.85 |2.6529| 0.248 |0.78

[Responsiveness|13.2069 3.417
Assurance 14.879312.72788(14.8358 2.77257]14.388112.36102|  0.750 0.474

Empathy  |19.758644.32581{19.8657 4.23340(19.92543.40371]  0.027 |0.973
Convenicnce |4,01725.04190124.8209|4.91407[23.88064.04341]  1.122 1032

Table 4 shows that there is 2 significant difference in the mean
values of “Tangibility” in favor of Banque Du Caire and
National Bank of Egypt compared to Banque Mist, and there is
a significant difference in the mean values of “Reliability” in
favor of the National Bank of Egypt compared to Banque Du
Caire. Meanwhile there is no significant difference in the other
dimensions among the three banks. Consequently, Hs3 is
partially supported.
Stepwise regression analysis has been used to examine the
research hypotheses. Table 5 highlights the results of the
f)efgress{on anal}fSls of the relationship between the dimensions
Sewsf::'ce L‘lla‘;'f‘hty, efficiency and financial performance. One
felaﬁonsh?p vlv?th d;’lflile.nsmn (Tangibility) has significant
margin and mme ciency CRS, scale efficiency, interest
dir Cer o O @ssets. According to R? value, the
i e explains 22%, 25%, 18%, and 19% of
cy CRS, Scale efficiency, Interest
respectively.
Item ‘Reliability’ has significant
expense to income ratio
alue, where ‘Reliability’




variable

Table S: Regression anal
(tangibility),

ysis of customer servi
: ervice
efficiency and financial performance

Independent Dependent ;
variable(x) variables (y) B e e L value | Rr\

Tangibility

! 020 2.426 016 0.22
Efficiency CRS | .017 2.572 011 0.25

Scale efficiency | 0.042 | 2.185 .030 0.18

Interest margin | 0.020 | 2.244 026 0.19
Return on

assets

Table 6: Regression analysis of customer service (reliability)
and financial performance

|
Independent Dependent variables B t- p- R?
variable (x) (y) value | value
iabilit Capital adequacy 046 |2130 |.034 |017
; Rfilflblllw Expense to income :-.006 22655 008 027
ratio
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' thesis; is th
lore the main h}fpo 3 ere 4
5 ce:sr:omer service quality, ban!(s . efﬁciency
hip betW?e?mance' This general hypothcsls.ls. partially
and financial perior™ quality dimension (Tanglblllty) has

service . y :
supported. Onitive relationship with efficiency CRS, scqle
significant pos argin and return on assets. The correlation

v interest M : :
efﬁcnencyt;:;;rifiiy and overall efficiency contradicts the study
between

: 04) who found a negative correlation
OfdnoR and- Elhoﬁal(i%}(/) e)fﬁciency CRS and a positive
skl S";“tf:eeﬁ scale efficiency and customer service
co;?lam;%is esigniﬁcant positive correlation between technical
g;’lﬁcliteyxicy and tangibility is in accordance with the argument
that implies as the banks use more state 'of the art equipment its
tangibility increases. The other service quahty dimension
‘Reliability’ has significant relationship with capital adequacy
and expense to income ratio. This indicates that as the previous
customer service quality’s dimension increases, the financial
performance of banks may be enhanced. Again, this is a
remarkable finding.From the results, we can conclude that it
may be more beneficial for Banque Misr to focus more on
improving its “Tangibility” due the difference in this dimension
in favour to Banque du Caire and National Bank of Egypt. In
addmon,'lt is more beneficial for Banque du Caire to focus more
g?m t:e dimension of “Reliability” due to the difference in this

nsion in favour to the National Bank of Egypt.

Our findings are consistent wi
t >
study of foyr with Parasuraman er al.’s (1988)

credit carg tel‘:’f}l:Pames in diff:erent industry settings (bank,
study of Dogen I;nZne,’ and repair and maintenance), and the
banks, The spugice 226 (2015) and Choudhury, (2013) on
dimensigng EeNIdRNee that the two most critical
ality for all four firms were “reliability”
Pl least Important dimension was
" that the study concluded that the
"€ Important to banks than it is to the
=% IS consistent also with the

“<) and Cui et al. (2003).




Conversely, the “responsiveness”
important to the other three types of fi
Alternatively, the results of our res
findings of Lai, et al, (2007) o
industry, which shows that
“respor}si.veness”. are the mogt important
determining service quality, while th

carch contradicts yist.
) S with
N mobile ¢ e

Ommunicat
“assurance”, tions

“e[:npathy” and

perceptions of service quality between banks ;

communications industry.  In addition, it com;r:ﬁct?os;:ﬁ
Kumar er al. (2009) which shows that convenience and
competc'ance are the major indicators of service quality in the
Malaysian banking industry. Bitner (1990) identified that due to
the intangible nature of services that the banks offer, it is often
difficult for customers to realize services and tend to
comprehend it on the basis of the physical facilities like
equipment, ATM machines and their performance; premises of
the banks; or perhaps the appearance of the bank’s staff which
are all tangible in nature. Wakefield and Blodgett (1999) found
also that the tangible and physical surroundings of the service

environment could leave a significant impact on customer’s
affective responses and their behavioral intentions.

6. Limitations, implications and areas of future
research

Although our study is important in attempting to explorg Fhe
| linkages between customer service, efﬁciepcy and proﬁtabnhty,
| still the study had several limitations. First, our ﬁndlggs are
| from Egyptian public banks, which may not be generalized to
other industry settings, like retail stores, and re?staurants. With
respect to measuring banks’ efficiency, financial performance
and s ity, this study uses a limited number of banks.
- studies referenced in literature gsed a larger
However, the two main studies used as a

ch carried by Duncan (2004) and Taylor
4 ' very limited number of bapks and
ation did not affect the value of their

¢
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factors Were taken into consideration ( g
if some€

Endi;;g; the DEA model simple ).
ee . .
p i) S ek b? other variables
~ The study acknznks' rofits including behavioural variables g
the b P ( in public banks no matter the

influencing fe to inves :
people May feel‘;a cervice, and testing the impact of thege

ancial performance, efficiency and customer
tually opens the room for future research in

this area.
Addressing these research questions has impo;'ltant implications
on practitioners, bankers and pol.lcy makers whose main goal is
to improve and develop stratggles that would b_etter. m.eet the
specific banking needs of their customers, and identifying tl?e
service areas that require improvement as a mean to retain
customers, improve banks' efficiency and financial performance.
In addition, the study could provide managers with the relevant
dimensions of service quality they should emphasize to meet
consumers’ expectations, enhance their competitive advantage
and help them react faster to the rapid environmental, political
and economic changes.
To coqclude, bank management should focus on “Tangibility”
since it is a strong predictor for efficiency and financial
g:er(fi?(r;r;?nfce }n addition to “Reliability” as it is a strong
g ox?rt hl;lar.mal performance. The findings of this study
el (I)mportance to ensure that employees keep
- -’on 2 nIne::i)crl ' free records and provide accurate
availability of up to e ar:gon, Ba.nks Shpuld make sure ‘the
facilities, Flndmgs of appealing equlpempts and Physxc‘:al
- our study should be interpreted with
uld not be used to derive causal
ables tested but rather to deduce

emographic variables
lon) on perceptions of
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service quality among banks and thep e
with financial performance and e
examined relationships could be studj
different industries and different cultures, or in bank:

using a larger sample including private an,d lqlamiz‘l';)klng sectors
Apart from the limitations discussed abové ” it- a;qks

this study presents significant, questions ’in r;:l:t? imed that
Egyptian public banks, particularly in its attempt tgnm:)asg::

empirically the relationships between customer service qualit
efficiency and financial performance. ;

;;arpine the relationships
Iciency.  Second, the
ed in other settings, like
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