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Abstract
After the successful implementation of TQM in manufacturing it is now being extensively applied in service sectors 

including banks, to improve business performance. Keeping this in view, the purpose of this paper is to present a 
detailed overview of the role of service quality and Total Quality Management (TQM), and its critical dimensions 
in the banking sector. A detailed review of the literature on TQM and service quality concepts was carried out in 
context of the banking sector. The study further explored the experience of TQM implementation in banks adopting 
this approach. The findings indicate that to ensure successful implementation of TQM in the banks, there are certain 
critical dimensions which needs to be addressed, viz: management commitment and support towards TQM, motivating 
and training of employees, and monitoring of customers’ requirement through feedback. Beside this, it was also found 
that service quality is an important construct in banking sector and identifies four broad conceptual categories related 
to service quality. The finding will provide an understanding of the role of TQM and service quality in banking sector 
and it also provides useful direction for future research.
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Introduction
Liberalization and globalization of the banking sector has 

created an era of fierce competition, as a result of which service 
management and quality performance is expected to assume an 
increasing important role in these industries [1]. Banks can become 
stronger and effective only if they come out with better customer 
service, quality, costs, and innovation [2]. Today, customers have a 
wide choice of service providers and they would opt for only the best 
service providers in terms of quality, reliability, and profitability and 
who are at par with international standards. Therefore, the quality of 
service plays a dominant role and is a primary factor in ensuring the 
survival of the service provider in the global market. The whole focus 
is now concentrated on providing services to customer beyond his 
expectations. This concept is applicable to all service industries and has 
given birth to the concept of TQM in service sector [1,3]. 

The popularity of TQM in manufacturing sector has encouraged a 
number of organizations to view its benefits and effect on organization 
performance. Several research papers have investigated the framework 
of successful TQM implementation [4-7]. 

The service quality of banks, especially perceived service, plays an 
important role in high-involvement industries like banks [1,8]. Leading 
academicians and researchers strongly believe that providing quality 
service to customers is not only the most important and effective factor 
for customer satisfaction but also the essential criterion that measures 
the competitiveness of a service organization like banks [1,8-11].

For survival, it is mandatory to provide best service quality and it 
is also viewed as pre-requisite to success of banking sector [12]. Many 
studies have proved that the performance of banks is significantly and 
positively linked with the service quality [13-15], and to achieve service 
quality in the banking sector, the TQM is highly essential [8,16]. 

Need of study

Extent literature review suggests that voluminous research work 
has been done on the quality of services and relationship between 
service quality and organizational performance through TQM, but only 

a limited number of studies on TQM and service quality in the banking 
sector have been carried out. Researchers like Ahmed [17], Neyer [18], 
Sureshchandar et al. [19], Meyer and Dornach [20] have suggested the 
need of the present study to understand how banks can perform in a 
better way and what critical dimensions for success are so that they 
could be implemented to improve their financial performance, fulfill 
customer requirements and excel in quality of service.

Aims and scope

This study aims to present an overview of TQM in the banking 
sector together with the role of service quality in it so as to achieve 
organizational excellence. The study also identifies the key (critical) 
dimensions that help in the implementation of TQM in the banking 
sector. This study is a contribution to the academic work and attempts 
to provide a useful overview of TQM implementation and service 
quality in the banking sector.

Further, the paper is organized as follows. The next section 
presents TQM and service quality approaches followed by review of 
service quality in the banking sector. The subsequent section presents 
the review of TQM implementation together with the identification of 
critical dimensions for TQM in the banking sector. The final section 
discusses the conclusions of the present study along with the managerial 
implications and scope of future research.

TQM and service quality

The concept of service quality has emerged from TQM philosophy 
and now it is treated as an essential criterion for effective TQM 
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implementation. The literature review suggested that service quality can 
be categorized into number of ways such as customer service quality; 
online service quality; banking service product quality and automated 
service quality (explained in next section) [21,22] with the common 
aim to achieve customer satisfaction, improved financial performance, 
and competitiveness as shown in (Figure 1). Moreover, the figure also 
depicts that service quality is a multidimensional construct rather than 
having uni-dimensional meaning. 

Also, literature review further shows that measuring service 
quality is not an easy task and lot of problems are there in measuring 
it. Most forms of measurement of service quality focuses on customer 
satisfaction. For instant, Cronin and Taylor [23,24], argue that 
measuring service quality using a performance-minus-expectations 
(SERVQUAL) basis is inappropriate and suggests that performance-
only (SERVPERF) measurement is a better method. However 
Parasuraman et al. [25], (PZB model) contend that the SERVQUAL 
scale using the expectations/performance gaps method is a much 
richer approach to measuring service quality and augment their earlier 
assertion [26,27] that service quality is a multidimensional rather a uni-
dimensional construct.

Brown et al. [28], highlights the challenges in conceptualizing and 
particularly measuring SERVQUAL using expectations and perceptions 
difference scores and proposed an alternative non-difference score 
approach as a more efficient way to measure service quality. 

Nevertheless, banks reported that TQM leads to improvement 
of service quality [8,29], bearing in mind the difficulty in adequately 
measuring the service quality and effect of TQM in service sector, they 
regularly conducted a customer satisfaction survey to evaluate their 
performance against past performance and benchmark themselves 
against their main competitors. In this way they continuously improve 
their service quality, involve and motivate their employees and empower 
them in decision making, thus leading to perfect implementation of 
TQM program in their organization. 

Service quality in banking

Across all service industries, service quality remains a critical issue in 
maintaining and propagating business in the competitive marketplace 
[30]. To survive in a highly competitive service environment, it is 
apparent that service industries need to provide customer with high 
quality services. Customer today demand quality and from there point 
of view, quality is nothing but an integral and expected part of service, 
that is service quality [31].

In banking, quality means not just meeting but exceeding 
customer expectations. For this reason, service quality is viewed as an 

important aspect in the banking industry. Further, it is evident that 
over the years, bank customers’ perception of service quality has been 
changed tremendously. Today, quality includes a commitment towards 
continuous improvement and service relationships with customers. 
Also, the need for technology based services, new and improved 
product services, and e-services are also viewed as important aspects 
of banking service quality that supports improved and superior quality 
services provided to customer. Hence, these are the areas where banks 
have to focus upon in order to satisfy their customers. 

Based on the literature review, the authors have identified the 
following four broad conceptual categories related to banking service 
quality:

•	 Customer service quality.

•	 Banking service product quality.

•	 Online/e-service quality.

•	 Automated service quality.

Customer service quality: Banking is a high involvement industry. 
Customers, whether at the retail or corporate level have always been 
important for banks. Customer satisfaction is highly related with 
service quality as service quality improves the probability of customer 
satisfaction [5], this results in commitment, intent to stay (customer 
retention), creation of a mutually rewarding relationship (bond) 
between the service provider and the user, increased customer tolerance 
for service failure and positive word-of-mouth advertising about the 
organization [32-34]. Banks now know that delivering quality service 
to customer is essential for success and survival in today’s global and 
competitive banking environment [35]. 

In the era when intense competition is being greatly facilitated 
by technology, the need of providing adequate service quality will 
necessitate that banks have to focus attention on issues of improving, 
measuring and controlling their service quality and efficiency. 
Banking industries therefore should emphasize deeper penetration 
of the existing customer database. The data about customer needs 
and behavior enables organizations to identify today’s key customer, 
develop relations with tomorrow’s customers and estimate their future 
investment opportunities.

Banking service product quality: The bank product quality 
is primarily associated with product variety and diverse features. 
Banking service product quality plays a significant role in determining 
customer’s perceptions of the overall banking service quality. Banks 
have increased emphasis on marketing a wide array of financial services 
in order to survive in the market due to tough competition [36]. Dixon 
[37], also argued that the key of getting more customers for the banks 
through the online service is not the attraction of the internet itself but 
the product offered to the customers. Bank customers wants variety of 
functions at one site and with ease like financial transactions, paying 
bills electronically and automatically, viewing their balance, monthly 
bank statements, purchasing shares and insurance, home loans with 
minimum rate of interest, purchasing cars and lands. Although 
banking service product quality is an intangible asset, it contributes to 
the competitive advantage in the banking industry. Therefore, it should 
be noted that continuously introducing and innovating the variety of 
banking service product quality to the current hi-tech customers can 
have unlimited access to financial information and enjoy a wider range 
of choices in selecting competitive products and financial institutions 
than ever before [38].

Online/internet/e-service quality: The concept of e-service 

Excellence in business
TQM in

the 
banking 
sector

Achieving 
service 
quality

Customer service
quality

Banking service 
product quality

Online service quality
(e-banking)

Automated service 
quality

(Technology based)

• Increased customer 

satisfaction and 

security

• Improved financial 

performance

• Improved customer 

service

• Better competitiveness

• Customer retention 

Feedback

Figure 1: Service quality as a multidimensional construct in banking sector.
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emerged from the growth of the internet and information systems. The 
growth in internet-based services has changed the way that banks and 
customers interact [39]. E-service is conceptualized as an interactive 
information service that provides a means to organizations that can 
build its service offerings and develop a competitive advantage [40]. 
The basic reason behind development of online services was the cost 
reduction and to delight customers through automation [41]. Although 
firms gained efficiencies from online business/e-commerce/selling 
online, their failure to focus on customer needs and wants, resulted 
in poor online service performance [42]. The article by Liu and Arnett 
[43], considered the four quality factors as major ingredients for the 
success of website as: system use; system design quality; information 
quality and playfulness. Ribbink et al. [44], found five dimensions for 
e-service quality: assurance, ease of use, e-scape, responsiveness and 
customerization. Herrington and Weaven, examined four e-service 
quality dimensions: efficiency, fulfillment, availability and privacy. As 
for internet banking, Sathye [45] found two factors such as “difficulty 
in use” and “security concern” which are important reasons for 
consumers not opting for internet banking services. 

Through this analysis it is concluded that the service quality 
features of internet/online banking which are critical for enhancing 
customer satisfaction such as the speed to download; content; design; 
interactivity; navigation; and security must be continuously improved.

Automated/technology service quality: Automated service 
quality is defined as the customer’s overall evaluation of the excellence 
of services provided through electronic networks such as the internet, 
ATM, and telephone banking [22]. Customer evaluation of automated 
service option and their intention to use a particular option are directly 
affected by their perception of the attributes associated with that option 
[46]. The overall customer perception of automated service quality can 
be established through the quality of every automated delivery channel 
[10]. Many researchers have identified ATM, internet, and telephone 
banking as the principal automated delivery channels for retail banking 
[5]. Moreover, Dabholkar [47] argue that when the customer is in 
direct contact with the technology there is a greater control such as with 
internet banking, however, if there is no direct contact, such as with 
telephone banking, it is assumed that there is less control perceived 
by the customer during this transaction. Researchers also claims that 
reliability and user-friendliness with faster and more efficient service 
are important attribute in the evaluation of technology based services 
[15]. Overall, the need for technology to support superior service 
quality is viewed as very important factor for managing total quality in 
the banking sector.

TQM implementation in banking sector

This section reviews the implementation of TQM in banks. Use of 
TQM in the banking is not too old, earlier studies shows that TQM 
approach in the banking is a recent trend and is showing better 
performance after its implementation [4]. TQM, which is about total 
customer service and continuous customer satisfaction, is applicable 
to almost all service industries including banks where the customer is 
treated as king. In fact, customers in service industries, especially in 
the banking, are rather more sensitive to quality and delivery of service 
than their manufacturing counterpart as they are in direct contact with 
the service providers [48]. Therefore, adoption of TQM program in 
the banking sector may be one of the best alternatives that care about 
improved service quality and higher customer satisfaction together 
with retaining its customers.

A paper published in Total Quality Management Journal examines 
six case studies and concludes with key factors that led to successful 

TQM implementation in the Turkish banking sector [29]. The results 
showed that successful TQM implementation requires: management’s 
unwavering commitment to TQM and enthusiasm; formal national 
bodies to introduce organizations to TQM and provide assistance 
during and after TQM implementation; and a highly educated and 
competent management team. 

A paper published in 2003 proposes a model linking perceived 
service quality, customer satisfaction, customer loyalty and employee 
satisfaction while implementing TQM amongst Australian and Korean 
banking industries [4]. The study further tested the developed model 
by using several measure and found significant relationships and path 
links between perceived service quality, customer satisfaction, and 
customer loyalty as well as between TQM practices and employee 
satisfaction.

A paper published in Managing Service Quality discusses the 
importance of training and education for TQM in banks of South 
Africa. Management commitment and managers understanding of 
TQM principles and methods was also found to be critical [49]. Results 
further showed that none of the organizations posses a well-developed 
TQM training strategy and plan.

A paper published in 2007 examines the critical success factors 
of TQM implementation in the UAE banking sector. 16 factors were 
found to be critical to TQM implementation success [8]. The factors 
are: top-management support; strategy; continuous improvement; 
benchmarking; customer focus; quality department; quality system; 
human resource management; recognition and reward; problem 
analysis; quality service technologies; service design; employees; 
servicescapes; service culture; and social responsibility.

Another study on assessing the need of TQM in the banking 
sector of the Northern Cyprus published in Journal of Transnational 
Management focused on implementing TQM principles in Turkish 
Cypriot banks [50]. He found that there is a need for updating and 
implementing new rational management methods followed by 
motivation and training of employees and employers. Further, he 
argued that continuous monitoring of customer satisfaction is also 
necessary to make TQM more effective.

A recent study published in 2009 presents the important total 
quality service factors in Indian commercial banks and examines the 
level of implementation of TQM practices in three groups of Indian 
banks [1]. The study reveals that the important TQM factors are:

•	 Top-management commitment.

•	 Human resource management.

•	 Technical and important systems.

•	 Customer focus.

•	 Employee satisfaction.

•	 Service culture.

•	 Social responsibility.

•	 Servicesacpes.

Finally, a research study by Li et al. [50], surveys licensed bank in 
Hong Kong on the use of quality management practices. They tried 
to analyze the current status of quality management initiatives in 
Hong Kong and also compare the results with those from UK financial 
institutions in 1994. The result shows that they have 68 percent success 
rate for quality initiatives. They have also gained customer satisfaction, 
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efficiency, and quality awareness. They tend to devote more effort in 
meeting service standards and providing prompt services.

Similar studies on TQM and service quality in the banking sector 
by Joseph and Stone [2,5,15,51] are of interest too.

Conclusions
As the banking industries become more involved in implementing 

TQM and service quality concepts, questions like which key practices 
should be accentuated and how should the TQM be implemented in the 
banks to achieve desired outcome of customer satisfaction, improved 
financial performance, and providing better competitiveness, needs to 
be answered. This paper seeks to provide answers to these questions. 

From the review of literature it was found that several dimensions 
are responsible which are critical for success of TQM in the banking 
sector. In order to ensure a successful implementation of TQM in 
the banks, there is a need to motivate employees to improve the level 
of services provided by them. Also, appointment of qualified and 
competent managers will successfully contribute to the management 
of the banks together with giving enough training and education to 
employees so that they understand specific quality policy and TQM 
strategy. Lastly, monitoring the customer satisfaction and taking 
the feedback frequently would further improve the performance 
of the banking sector. Above all there is a need of top-management 
commitment towards TQM and giving full support for its successful 
implementation. 

Many authors have identified different service quality dimensions 
which are associated with the banking sector. Present study categorizes 
these dimensions into four groups which are directly responsible for 
effective TQM implementation in the banking sector.

It is concluded that if these service quality attributes are taken care 
of, that will result in excellence in the banking performance. 

To summarize, TQM is essential to the banking sector in particular 
and other service-oriented organizations in general to sustain 
competitive advantage. The result of TQM often takes time and is a 
long-term process. But TQM is a step in the right direction.

Managerial implications

The banking sector has maintained good progress with the advent 
of new service technologies; value added services, and creation of new 
banks. At this juncture, the present study could help the managers of 
the service organizations:

•	 To focus on understanding the needs of the customers and 
strive to provide the product and services that fully meets the 
same in order to survive in this highly competitive industry.

•	 To pay attention on different banking service quality and 
continuously improve them for customer satisfaction and 
retention.

•	 To update themselves in using different quality improvement 
tools and techniques in the banking sector to gain competitive 
advantage.

The findings of the present study suggest some directions for 
further research. More extension of this paper could take the form 
of replicating the study in other service industries such as healthcare; 
education; IT/IS etc. and also can use the findings of the present 
research as a hypothesis for a survey research using data to develop 

a valid instrument to identify the critical success factors for TQM 
implementation in developing countries.
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