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Abstract

Banking and finance industry has been rapidly growing over the past decade resulting in an intense
competition which has allowed the customers to use multiple banks and switching from one bank to
another seeking better opportunity. Most of the banking product developments are easy to be
duplicated and when banks provide nearly identical services the main differentiator is the level of
service quality and how the customers perceive it. This study attempts to analyze the relationship
between the service quality and the level of customer satisfaction and to analyze the influence of
each separate service quality parameter on the customer satisfaction. Research was conducted by
using a sample of 250 randomly selected customers of CSE listed banking firms located in a slightly
remote area. This study measures the service quality in terms of tangibility, reliability,
responsiveness, assurance and empathy. Findings revealed that the service quality has a significant
influence on the customer satisfaction. Assurance was identified to have the strongest influence on
customer satisfaction.
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1. INTRODUCTION demanding, due to rapidly developing

Banking and finance industry has
been rapidly growing over the past decade
resulting in an intense competition. By the
end of 2011 there had been 33 banks
operating in Sri Lanka consisting of 12
domestic licensed commercial banks
including 2 state owned banks, 12 foreign
banks and 9 licensed specialized banks
(Central Bank of Sri Lanka Annual Report
2012). Customers in the present banking
environment are knowledgeable and highly

information technology and advanced
communication channels. The present
competitive business environment
facilitates customers to switch from bank to
bank easily seeking better options for higher
levels of satisfaction. Most of the banking
product developments are easy to be
duplicated and when banks provide nearly
identical services the main differentiator is
the level of service quality and how the
customers perceive it. This study attempts to
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