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ABSTRACT
Article Info This study makes an empirical study on the relationship between service
Volume 8, Issue 5 quality, customer satisfaction and customer loyalty in the banking sector for
Page Number : 67-77 cocoa farmers of Sefwi-Wiawso in the western-north region of Ghana. Based

on the servqual model the researcher constructed a model which brings to

Publication Issue light the relationship amid quality of service and customer loyalty in the
September-October-2021 banking service sector using ADB as a case. The paper puts forward the

relevant research hypothesis and develops standard measurements based on the
Article History data obtained in the survey questionnaire. The convenient sampling method
Accepted : 02 Sep 2021 was applied with 300 customers as samples from the Bank. In all, 360
Published : 08 Sep 2021 questionnaires were successfully completed and analyzed. Descriptive statistics,

correlation analysis, and regression analysis were carried out using Statistical
Package for Social Sciences software (SPSS) to estimate the relationship
between variables. The overall results of this study show that there is a positive
and significant relationship between all constructs. Service quality and
Customer satisfaction positively affect customer loyalty. The study
recommends that strategic services bordering on the servqual dimensions
should be introduced to provide high-quality services. This will also improve
customer loyalty in the long run.

Keywords : Service quality, customer satisfaction, customer loyalty, ADB,

Sefwi-Wiawso, Cocoa Farmers

I. INTRODUCTION many economic advantages attributed to retaining

loyal customers instead of looking for new ones. In

Customer loyalty is essential in creating and light of this, both industry practitioners and
maintaining a competitive advantage in the service researchers pay much more attention to customer

industry worldwide. It is believed that there are loyalty studies, Ndubisi [1] as cited in [2]. To remain
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competitive, most Commercial Banks build and
enhance customer relationships that deliver value
beyond their core competitors' value [3]. There are
several benefits incurred from this approach. For
example, it helps improve companies performance,
referrals and increased

profitability, = business

publicity, customer share, and competitive
positioning [4] as in [5]

Anabila [6] maintains that a slight increase in loyal
customers can substantially increase profitability.
Ensuring customer satisfaction and long-term
retention are one of the most critical tasks for
managing a service company; banks. High level of
customer satisfaction is the primary tool for creating
long-term Loyalty, business stability, growth, and
long-term development [7]. Therefore, customer
satisfaction is an important factor to consider when
managing a modern company faced with new
challenges like the banking sector. Moreover, loyal
customers are more profitable because they are
attached to the Bank and thus are easier to serve than
non-loyal customers are.

Furthermore, the longer a loyal customer stays with a
firm, the more profitable it is to that firm [2].
Notwithstanding, based on the quality of service
provided by the banks to customers, there is a quick
change of mind by customers, thus moving from one
Bank to another to assess varied banking services. It
should be highlighted that the researcher decided to
undertake this study to evaluate the interrelationship
between service quality, customer satisfaction, and
customer loyalty from cocoa farmers perspectives in
the Sefwi-Wiawso branch of the

Development Bank (ADB) in the Sefwi Municipality

Agricultural

of the Western North region of Ghana.

The Agricultural Development Bank of Ghana,
commonly known as Agricultural Development Bank
or ADB, is a government-owned development and
commercial Bank in Ghana. This bank is the first
financial institution established by the Government of
Ghana as a development bank. It is one of the

commercial banks licensed by the Bank of Ghana, the

national banking regulator. ADB was established in
1965 by the Act of Parliament in order to solve the
numerous banking needs of the Ghanaian agricultural
sector profitably. The Bank is an extensive
development and commercial Bank. As of April 2010,
ADB was

agricultural financing in Ghana, responsible for 35%

the leading financial institution in
of the total bank industry financing of agriculture. In
September 2010, the Bank was recognized as 'Bank of
The Year'at the Africa Investor Agribusiness Awards
in Durban, South Africa, and the first institution
recognized at this annual event. The Bank engages in
other types of banking in addition to providing
agricultural loans. The range of services offered
includes (a) Development Banking (b) Corporate
Banking (c) Personal Banking (d) International
Banking (e) Diaspora Banking Services (f) Treasury
Management Services and (g) Money Transfer
Services, in partnership with Western Union.

Firms that aim to remain competitive in the
marketplace need to build and enhance relationships
with loyal customers. The outcome is often positive
and examples are increase in profitability, existing
customers making referrals which improves publicity.
This also help in advancing customer share, and
competitive positioning [4], as cited in [5]. Given that
it is increasingly becoming difficult to achieve
customer loyalty in a competitive environment.
Researchers have attempted various theories and
models like the servqual model to investigate the
predictors of customer loyalty in the service industry.
In reviewing these models, it has been established
that service quality, customer satisfaction, perceived
value, trust, and commitment are the most critical
variables in creating and maintaining customer
loyalty [8-10] as cited in [11]. This study focuses
primarily on the relationship between service quality,
customer satisfaction, and customer loyalty in ADB
with regards to cocoa farmers selected from Sefwi-
Wiawso, a cocoa farming community. It examines the
impact of quality service on the cocoa farmers

satisfaction and the relationship between customer
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satisfaction and their level of Loyalty to the ADB
bank and its services.

Service quality, customer satisfaction and Loyalty are
key elements that need to be deliberated upon. [12],
opined that an organization that systematically
satisfies its clients enjoys higher retention levels and
larger gain because of increased customer loyalty. For
this cause, each company works tirelessly daily to win
the consumers by pleasing them so that they become
loyal customers to their brands to increase sales and
profit. When customers awareness for a particular
product is high, they're likely to select the products
because consumers form their preferences relative to
perceptions and attitudes about the brands competing
in their minds [13]. To gain the loyalty of the
customers, firms should build relationships with the
purchasers. To create a relationship with customers,
firms have to conduct analysis to answer queries on
how the purchasers create Loyalty and whether they
are pleased with what the organization provides to
them as provided in terms of product quality, service
quality, price, etc.

The increasing range of companies coupled with the
keen competition in the market nowadays, every
company desire to be the customer's "1 alternative
find

consumers

[14]. To achieve this, organizations need to

answers to challenges regarding
consumption habits. The company should determine
whether consumers’ consumption habit has been
improved or well served. The company should also
assess popularity of their brand and also check the
availability of the product to all who may need it [15].
The products should be within arms reach of desire, if
companies want to make their product competitive in
the market. This requires constant investigation to
lead the organizations to their twin objective of
satisfying their customers and making profits. Service
quality usually predicts a large percentage of client
satisfaction [16]. The research interest on service
quality alone for this study is because service quality
has been proven to be the best determinant of

customer satisfaction hence Loyalty. In addition,

providing quality services is one of the main targets
for management concerning customer satisfaction in
today's business environment.

which

concentrate on the quality of service farmers

Nevertheless, there are few researches
experience, especially concerning the most prominent
leading financial institution in agricultural financing
in Ghana, the Agricultural Development Bank (ADB).
The

information to the stakeholders of banks, marketing

study would not only provide practical
professionals, and policymakers of the developmental
banking industries in Ghana, it would also add to the
existing literature on this subject for further studies.
The banking industry stakeholders mentioned here
mainly refer to the management, shareholders, and
directors of banks in Ghana, particularly those of the
public banks. The global trend and challenges in
services in today's business world showed that service
corporations square measure underneath constant and
dynamic amendment. That is to say customers have
become so dynamic in recent times which makes it
difficult to predict their level of satisfaction. In view
of this , constant studies on the the factors which
affects customer loyalty and good services can be not
be ignored.

This research seeks to resolve the following questions:

(1) What are the levels of customer satisfaction
with the services provided by ADB to the cocoa
farmers of Sefwi-Wiawso in the western north
region of Ghana's western region?

(2) What is the link between service quality and
customer satisfaction in ADB's banking services
to cocoa farmers?

(3) What is the connection between customer
satisfaction and customer loyalty to cocoa
farmers?

(4) Does the quality of service affect the Loyalty of
the service patrons at the ADB banking facility?

Based on our downside space discussion, our analysis

problem is developed as follows:
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I. Are customers satisfied with service quality at the
Sefwi-Wiawso  branch  of the
Development Bank (ADB)?

II. Are customers loyal because they are satisfied with
the Sefwi-Wiawso branch of the
Development Bank (ADB)?

III. Does the quality of banking service at the Sefwi-

Agricultural

Agricultural

Wiawso branch of the Agricultural Development
Bank (ADB) affect customer loyalty?

From the model as mentioned earlier, the following
hypothesis is developed:

HI: Service quality has a positive and significant
relationship with customer satisfaction.

H2:

significant relationship with customer loyalty.

Customer satisfaction has a positive and

H3: Service quality has a positive and significant

relationship with customer loyalty.

Customer
Loyalty

Customer
Satisfaction

Service
Quality

» »

Figure 1: Presents the conceptual structure of the
study

Source: The researcher's construct.

II. METHODOLOGY

A quantitative survey was used to test the research
model. The quantitative analysis approach gathers
numerical data and analyses it with statistical
statistics [17]. "Quantitative research methods address
questions on relationships within observable variables
to understand, predict, and monitor a phenomenon,"
[18]

pretested using a small number of respondents to

according to Survey questionnaires were
ensure high internal consistency of the measures.
Consequently, minor changes were made, and the
questionnaire was administered to customers who had
visited the Agricultural Development Bank (ADB),
Sefwi-Wiawso. The research model consisted of seven
basic constructs. Respondents indicated the extent of

their agreement or disagreement with the measures

on a Likert scale from 1 (strongly disagree) to 5
(strongly agree). The scale was adapted mainly from
Parasuraman and Berry [19]. A total of 300 Customers
of Agricultural Development Bank (ADB), Sefwi-
Wiawso, were surveyed based on convenience
sampling techniques. Out of the total completed
questionnaire, 360 were usable. Data collection
spanned the period between October and December
of 2020. The analysis of the data was performed using
the SPSS package. This involved descriptive analysis.
Data were cleaned before analysis to ensure that they
were correctly captured from source documents.
Regression analysis was used to assess the quality of
services on Customer satisfaction and Customer
satisfaction on Customer loyalty. T-values were
considered significant at a confidence level of >2 and
P-values at the marginal error of < 0.05. Correlation
and regression analysis were applied to analysis the
date while Pearson correlation analysis was
conducted to determine the direction, strength, and
significance of the bivariate relationships between
service quality, customer satisfaction and customer
loyalty.

The questionnaire contained two sections, namely "A
and B." Section 'A' had questions on demography
(age, gender, education and occupation). In contrast,
section 'B' included questions on customer satisfaction
with service quality and Loyalty of the customer to
the Agricultural Development Bank (ADB), Sefwi-
Wiawso. These included (rating of service quality
(tangibility, responsiveness, empathy, reliability and
assurance), customer service (promptness, attitude
and competence). This research used closed-ended
questions; the author provides answers, and the

recipients choose from the alternatives given.

III. RESULTS

Only 360 valid responses were used in the analysis.
The presentation of the outcome started with
respondents ' social profiles. Age, gender, educational

level, and employment status were the factors
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included in this section. 52.8% were female, while
47.2% were male. Nonetheless, 33.8% of respondents'
ages ranged from 18 to 29, while 45% of respondents
ages ranged from 30 to 44. Furthermore, 15.4 % of
respondents’ ages ranged from 45 to 59, while 5.8%
were 60 years and above. Also, only 16.7% of the
respondents had Bachelor's degrees or above.

Table 1: Respondents ' Social Profiles

Frequency Percentage

Items N=360 (%)
Gender  Female 190 52.8

Male 170 47.2
Age 18-29 122 33.8

30- 44 162 45.0

45-59 54 15.4

60 and above 22 5.8
Education Basic 154 42.8
level certificate

College 131 36.4

certificate

Bachelor’s 60 16.7

degree and

above

Others 15 4.1

Factor Analysis and Reliability

Results of KMO and Bartlett's test reveal that
variables are highly significant. Cronbach's alpha was
used to measure the internal consistency of each
identified construct. The reliability of each construct
was acceptable, while Cronbach's alpha per the
statistical rule of thumb was above 0.7. Thus, all
measures used in the main study achieved adequate
levels of reliability. Generally, all scales achieved
satisfactory levels of reliability as recommended by
[20]. From the data analysis, the Cronbach's Alpha
was 0.855 for the nine (9) items, and so the

subsequent analyses were conducted with the data.

Table 2 : Validity Statistics of the Data.

KMO AND BARTLETT'S TEST
KAISER-MEYER-OLKIN MEASURE OF 0.819
SAMPLING ADEQUACY.
BARTLETT'S TEST APPROX. 1091.655
OF SPHERICITY CHI-SQUARE
DF 36
SIG. .000

Source: Author's contribution using SPSS

Pearson's Correlation
Table 3 : Pairwise Correlation of service quality,

customer satisfaction, and Loyalty

VARIABLES SERVICE CUSTOMER LOYALT
QUALIT SATISFACTI Y
Y ON

SERVICE 1.000

QUALITY

CUSTOMER  .452* 1.000

SATISFACTI

NONI

CUSTOMER  .666* 597+ 1.000

LOYALTY

** Correlation is significant at the 0.01 level (2-tailed).

This study shows the lowest correlation between
service quality and customer satisfaction (0.452),
followed by the Correlation between customer loyalty
and customer satisfaction (0.597). This implies that
customer satisfaction increases with the level of
improvement of the quality of the services. In
addition, Customer satisfaction is a determinant factor
of the Loyalty of the Customers to the organization.
This supports previous literature that Customer
satisfaction is a mediating element of quality services
to Customer loyalty. The Correlation between loyalty
and quality services (0.666) is the highest among all
(Table 3). Though pairwise correlations provide
preliminary evidence that the relationship between
variables is weak, the multivariate linear regression

analysis was used to determine the effect of service
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quality on rate of customer satisfaction as (service
quality —Customer satisfaction) while Customer
satisfaction also relates directly to customer loyalty

(Customer satisfaction — Customer loyalty).
REGRESSION ANALYSIS

Service Quality and Customer satisfaction
To determine the effect of service quality on customer
satisfaction, a regression analysis was assessed. The

results are presented in Table 4.

Table 4 : Effect of Service Quality on Customer

satisfaction
MODEL UNSTANDA STANDA T SIG.
RDIZED RDIZED VA
COEFFICIEN COEFFICI LUE
TS ENTS
B STD. BETA
ERRO
R
1 (CONST .182 10.6
ANT) 1.9 34 000
37
SERVIC .42 .055 .452 7.82
E 7 2 000
QUALI
TY
A. DEPENDENT VARIABLE: CUSTOMER
SATISFACTION

Table 4 presented the assessed regression results of
the service quality on customer satisfaction. The
findings show that the coefficient of service quality
was significant at .000 p-value and t-value of .427
levels, suggesting that service quality has a significant
positive effect on customer satisfaction. Thus, the
study confirms with the literature that improvements
in service quality may be beneficial to the
Bank (ADB), Sefwi-

Agricultural Development

Wiawso, as it helped promote customer satisfaction.
In the univariate linear regression analysis, it was
noted that a unit increase in the scores of service
quality increases the levels of customer satisfaction by
43% (Table 3), and the effect of the service quality on
the model is significant at (p<0.001). The overall
model is presented by the equation below:

Customer satisfaction ; = 1.937; + 0.427 (service
quality)i....oooeevniiiiiiiiinnn.n. (1)

Customer satisfaction and Customer loyalty

To determine the effect of customer satisfaction on
customer loyalty, a regression analysis was assessed.
The results are presented in Table 5.

Table 5: Regression analysis of Customer satisfaction

on Loyalty
MODEL UNSTANDAR STANDAR T SIG
DIZED DIZED VAL
COEFFICIEN COEFFICI UE
TS ENTS
B STD. BETA
ERROR
1 (CONSTA 96 .199 482 .00
NT) 1 3 0
CUSTOM .66 .058 597 114 .00
ER 8 81 0
SATISFA
CTION

B. DEPENDENT VARIABLE: CUSTOMER LOYALTY

The

investigation of the effect of customer satisfaction on

results from Table 4 are based on the
customer loyalty; the findings showed that a unit
increase in the scores of the level of customer
satisfaction to the Bank's services increased the scores
of customer loyalty by 67%. Moreover, considering
the results of the regression analysis, customer
satisfaction exerts a positive (0.668) and statistically
significant (t= 11.481; p < 0.000) effect on customer
loyalty. In the hypothesis testing of the relationship

between customer loyalty and customer satisfaction,
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it was founded that customer satisfaction was
significantly influencing the level of Customer loyalty
at (p<0.001) confidence level. The model was

presented by the equation below:

Loyalty i= 0.961;+ 0.668 (customer satisfaction)

Service Quality and Customer loyalty
To determine the effect of Service quality on
customer loyalty, a regression analysis was assessed.

The results are presented in Table 6.

Table 6 : Regression analysis of Service quality on

Loyalty 0.861; + 0.768 (Service Quality)i

Responsive
Satisfaction
0.267(0.000) !

0.668{0.000)

0.768(0.000} il

0

0.208(0.000) 0.427(0.000)

Service
™| Quality

i| Tangibles |—0.269(0.000)

277(0.000)

0.534(0.000)

Reliability

Service Quality Dimensions

Loyalty
MODEL UNSTANDAR STANDAR T SIG
DIZED DIZED VAL
COEFFICIENT COEFFICIE UE
S NTS
B STD. BETA
ERROR
1 (CONST .86 .187 460 .00
ANT) 1 4 0
SERVIC .76 .055 .687 139 .00
E 8 64 0
QUALI
TY

C. DEPENDENT VARIABLE: CUSTOMER LOYALTY

regression analysis.

IV. DISCUSSION

The assessment of the impact of service quality on
customer satisfaction is overwhelming considering its
predictive relevance that the regression analysis
results would indicate service quality exerts a
positively strong ($=0.427; t = 7.822; p < 0.001) effect
on customer satisfaction. The test results support the
hypothesis (H1) that service quality significantly
influences customer satisfaction; this can be
interpreted as a unit rise in service quality scores that
raises customer satisfaction rates by 42.7% (Table 4).

This reveals that the customer’s perception of the

The

investigation of the effect of the Service quality on

results from Table 6 are based on the
customer loyalty; the findings showed that a unit
increase in the scores of the level of Service quality to
the Bank's services increased the scores of customer
loyalty by 77%. The

relationship between Service quality and customer

hypothesis test on the

satisfaction uncovered that Service quality had a
significant influence on the level of Customer’s
loyalty at (p<0.001) , confidence level. The model was

presented by the equation below:

quality of service delivered is the most influential

variable on  customer’s

loyalty.  Therefore,
Bank (ADB), Sefwi-

Wiawso, has to place a keen interest in providing

Agricultural Development
excellent services to customers that they may be
satisfied with the Bank's services. As the quality of
service has become an increasingly keen commodity
in the marketplace, studying the customer experience
could help professionals better understand the
customer's perspectives on service delivery and

improve customer satisfaction.
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Ultimately, this observation is confirmed by
enormous previous research findings in different
countries in this service sector. The most dominant
results reveal that service quality perception is the
greatest determinant of customers satisfaction [3, 15,
16, 21-25]. Though this study is limited to the
banking industry, the results are also the same in
other service sectors like the airline industry, the
the industry, the

hospitality industry, and several others. The test

education sector, healthcare
results support the hypothesis (H2) that customer
satisfaction influences customer loyalty intention.
Also, this study's overall results show a positive and
significant relationship between all constructs.
Service quality is positively related to Customer
satisfaction (B=0.427; t = 7.822; p < 0.001), and
Customer satisfaction is positively related to customer
loyalty (8=0.668; t = 11.481; p < 0.001) and same amid
the relation; service quality and customer loyalty
(B=0.768; t = 13.964; p < 0.001).

satisfying the customers tends to make the customers

This means that

more loyal to the Bank and its services. From the
results, enhancing customer satisfaction scores by a
unit raises the loyalty intention rates by 66.8 %. Min,
Kim [26] indicated that higher customer satisfaction
leads to a higher retention intention in the same vein.
William, Appiah [27]

satisfaction builds better Loyalty among Customers.

confirmed that better
Given these, banks are regularly assessing the factors

that make customers satisfied with service provision.

V. CONCLUSION AND IMPLICATIONS

This study investigates the role of service quality and
its effect on customer satisfaction and customer
loyalty to determine their underlying relationships
and implications on banking services; using evidence
from Agricultural Development Bank (ADB), Sefwi-
Wiawso. Customers' satisfaction and Loyalty were
identified as correlates of successful marketing

performance in line with extant literature.

Firstly, the results showed a positive and significant
relationship between service quality and customer
satisfaction in line with previous studies [5, 15, 23,
28].

satisfaction significantly influenced customer loyalty.

Secondly, the study found that customer
Lastly, the study shows that, service quality has a

positive and significant impact on customer loyalty.

The significance of the relationships between service
quality dimensions was also considered to highlight
the nature and degree of these emphasis. This is often
required by banking practitioners in their service
quality practices to achieve service differentiation and
increase competitive leverage. Furthermore,
policymakers of banking service providers seeking to
increase customer satisfaction and customer loyalty
should focus on improving customers' perceived
drivers identified in 'SERVQUAL' scale (reliability,
responsiveness, assurance, empathy, tangibles) to
increase their chances of success in line with [15, 23,
28]. This implies customers build confidence in the
bank

friendly

if banking services delivered are customer-

and interactive especially at service
encounters. Customers also believe in banks which
provides quick response to their requests, with a high
degree of competence and genuine commitment.
Finally, if the physical environment is visually
appealing and banking equipment is up-to-date, the
cumulative effect will be positive reciprocal outcomes
of customer satisfaction and customer loyalty [29, 30].
Customer satisfaction and customer loyalty have long
been touted as crucial drivers of firm profitability and

long-run competitive advantage [31, 32].

Additionally, the banks stand to gain when they
ensure service excellence by way of customer
satisfaction and customer loyalty, since customers are
the prime determinants of quality and satisfaction.
This can be achieved by mainstreaming customers'
satisfaction surveys using the modified servqual scale
to gauge customers' perspectives periodically. The

customers participation marks a significant landmark
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towards a holistic banking paradigm away from the

traditional profit-oriented approach.

Furthermore, such a feedback system can help shape
policy initiatives to improve banking decisions and
outcomes. This aligns with Corrigan, Donaldson [33]
cited in [34], who posited that a good indicator of
banking service quality is that it must be customer-
the

contribution to knowledge in the banking sector in

oriented. Finally, study is a significant
Ghana, since there is a knowledge gap in empirical

research linking service quality to customer
satisfaction and customer loyalty as hallmarks of
sustainable competitive advantage in the rural
banking sector since researchers have primarily
focused on other predominant sectors in the
economy. However, the study has several limitations
worth noting. First the study used convenience
sampling, which limits the representativeness of
findings. Future studies may consider a form of
random sampling. Second, only customers were
covered and not the service providers. Future studies
may consider broadening the scope to provide a more
comprehensive outlook to both clients and service

providers.
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