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Abstract

Recommendations to consider service quality as a hierarchical construct formed by its
dimensions (and not reflected through them) have existed in academic literature for more
than two decades, and arose simultaneously with the conclusion that even in the most
valued marketing journals, the problem of model misspecification was present to a large
extent. The consequences of not respecting those recommendations are studies’
inappropriate conclusions. Nevertheless, even nowadays, there is a need to embrace that
approach in service quality research more broadly. In the case of banking service quality
research valued from the students’ perspective, according to the authors’ knowledge, there
are no other authors that implemented the recommended approach. In conditions of intense
competition, banks should pay more attention to clients’ needs. Domestic banks have a
number of offers for the student market segment, taking into account its potential effect on
the banks’ future profitability. Therefore, this research considered banking service quality
dimensions, satisfaction, and loyalty regarding the student population. Data was collected
by using a questionnaire; the convenience sample consisted of 301 students from the
University of Novi Sad. After performing all necessary analyses regarding constructs
involved in the model, the main effects were examined in the SmartPLS4 software. Among
quality dimensions, the largest contribution to banking service quality was recorded for
responsiveness, followed by empathy. Banking service quality positively and significantly
affected satisfaction, which, on the other hand, positively affected loyalty. Moreover, the
indirect effect of banking service quality on loyalty was significant as well.
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model.
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KBAJIMTET BAHKAPCKUX YCJIYT'A, CATUCPAKIINJA N
JIOJAJIHOCT HEPIMIIMPAHU O CTPAHE CTYJIEHATA:
XNJEPAPXUJCKMU ITPUCTYIT

Arncrpakr

IIpenopyke na ce KBaJIMTET yCIyre MocMarpa Kao XHjepapXujcKu KOHCTPYKT KOjH
(dhopmupajy merose auMeHsmje (a He pedekTyje ce Kpo3 BUX) MOCTOje Y aKaJaeMCKOj
JUTEpaTypH BUILE O JIBE JIELEHH]e M HAcTalle Cy UCTOBPEMEHO ca 3aKJbyYKOM Ja je
npo6ieM morpense crenupuKanyje Mojaena OHo MPHCYTaH y BEIUKOj MEPH YaK H Y
HajlIe-CHUjIM MapKeTHHIIKAM JacoricuMa. [locneauniie HeromroBama OBUX IPETo-
pyKa cy HENpHKJIAIHU 3aKJbydly cTyauja. Mnak, 4ak ¥ 1aHac mocToju norpeda ga ce
Yy UCTpaXHBamkby KBAIUTETa YCIyra Taj NpUCTyH Iupe npuxsath. [Ipema cazHamuMa
ayTopa, y Clly4ajy HCTpaKHBarbha KBaJuTeTa OaHKapCKHUX yCIIyra BpeIHOBAHOT U3 IIep-
CICKTUBE CTyACHAaTa, HEMa IPYTUX ayTopa KOjH Cy MPUMEHWIN MPENopyYeHH MpHu-
cTym. Y yclIoBMMa MHTEH3MBHE KOHKYpEHIIMje, OaHKe TpeOa a oOpaTe BHIIE MaXKHbe
Ha moTpebe kinujeHara. JJomahe 6aHke MMajy HU3 TIOHY/AA 32 CETMEHT TPIKHUINTA KOjH
YUHE CTYJCHTH, y3uMajyhu y o03up BHXOB MOTEHIMjAIHU yTUIla] Ha Oyayhy mpo-
¢urabuHOCT OaHaka. Y CKIIaay ca THM, Y paay Cy pa3MOTpeHe AUMEH3Hje KBaJIHTeTa
0GaHKapCKUX YCIyra, 3aJI0BOJGCTBO U JIOJaJIHOCT CTyAeHarta. [lomany cy NpHUKyIJbeHU
KopunrhemeM YIUTHHKA; TPUTroJaH y3opak unHuo je 301 cTyaeHT ca YHuBep3urera y
HosoMm Cany. Hakon cripoBol)era cBUX MOTpeOHNX aHaIHM3a y BE3H ca KOHCTPYKTHMA
YKJBYYCHUM Y MOJICI, TJIaBHU e(ekTH cy ucnuTanu y codtBepy SmartPLS4. Mehy
JMMMEH3WjaMa HUKEeT HMBOA, HajBehn JONMPHUHOC KBAJIMTETY OaHKapCKUX yciyra 3ade-
JISKEH je KOJ OJrOBOPHOCTH, a 3aTHM KoJl emnaruje. KBanurer OaHKapCKHX yciayra
MO3UTUBHO U 3HAYAJHO YTHUYE HA 33JJOBOJHCTBO, KOj€, C APYre CTpaHe MO3UTUBHO yTH-
4e Ha JojarHocT. Takohe, yTBpleH je u 3HauajaH WHANPEKTaH YTHIAj KBAIUTETa OaH-
KapCKHX yCIIyra Ha JIOjaTHOCT.

Kibyune peun: kBamuteT OaHKapCKUX YCIyTa, caTUc(haKIvja, JIOjaTHOCT, CTYICHTH,
XHjepapXujCKA MOJIEL.

INTRODUCTION

When it comes to service quality, an important aspect is its opera-
tionalisation. Hereby, relying only on first-order subdimensions as sepa-
rate latent constructs instead of using hierarchical models, as well as mis-
specifications in the selection of the construct mode — reflective or forma-
tive — can lead to biased results (Becker, Klein & Wetzels, 2012; Crocetta
et al., 2021; Hallak, Assaker & El-Haddad, 2017; Roy, Tarafdar, Ragu-
Nathan & Marsillac, 2012). In many studies, banking service quality was
usually examined in regard to the application of the SERVQUAL ap-
proach, with its five main dimensions (Lau, Cheung, Lam & Chu, 2013):
reliability (bank’s ability to realise the promised service in an accurate
and dependable way), responsiveness (willingness related to helping bank
customers and providing well-timed services), empathy (dedicating indi-
vidualised attention to bank’s customers in order to understand their
needs), assurance (courtesy and knowledge of bank’s employees, as well
as their ability to build customers’ confidence) and tangibility (the ap-
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pearance of the bank’s premises, equipment, and employees). Contrary to
research in which those dimensions were examined as separate con-
structs, in this research, service quality was operationalised as a hierar-
chical higher-order construct formed by the mentioned dimensions.

In order to get deeper insights, besides service quality, our analysis
included customer satisfaction and loyalty. Customer satisfaction can be
defined as “a personal assessment that is greatly affected by customer ex-
pectations” (Hussien & Aziz, 2013, p. 560). It can be related to the emo-
tion that customers feel when comparing their experiences (Arcand,
PromTep, Brun & Rajaobelina, 2017), i.e. when comparing actual and
expected performance (Raza, Umer, Qureshi & Dahri, 2020). On the oth-
er hand, customer loyalty, as “an integral part of business” (Kostadinovié¢
& Stankovi¢, 2021, p. 334), can be associated with “a strong, trusting re-
lationship between the customer and the business” (Raza et al. 2020, p.
1448). Its measures usually include customers’ recommendations, contin-
uing to use services of the same company, and considering the company
as the first choice (Ganguli & Roy, 2011).

Relations between service quality, satisfaction, and loyalty have
been investigated in regard to the student population, which represents a
potentially attractive segment to banks. Although students do not usually
purchase a wide range of financial products throughout their studies, after
graduation, they are expected to use a broad spectrum of bank services
during their lifecycle (Tank & Tyler, 2005). In addition, students are more
likely to obtain well-paid professional jobs contrary to those with lower
educational levels (Narteh, 2013), and are used to dynamic living, mobili-
ty, and new technology (Ozretic-Dosen & Zizak, 2015), because of which
the focus on this market segment may bring higher profits in the future.

According to the authors’ knowledge, this is the first research in
which the banking service quality, modelled as a hierarchical reflective-
formative construct, was analysed in relation to students’ satisfaction and
loyalty. After discussing modelling service quality, presenting similar
studies, and setting hypotheses in the literature review section, the model
was developed in the methodological part of the paper. Research results
are followed by the discussion and concluding remarks.

LITERATURE REVIEW
Banking Service Quality — Students’ Aspect

Due to the intense competition in the retail banking industry, ne-
glecting one or more market segments may have negative consequences
on bank performance, especially in the long run. The segment that is in-
teresting for many banks refers to the student population. Following aca-
demic literature, there are two main reasons for its attractiveness. First,
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the student market can be considered a viable business venture (Mokhlis,
Hasan & Yaakop, 2014, p. 361), as it is expected of them to become high-
paid individuals (Lewis, Orledge & Mitchell, 1994) who may use various
bank’s products and services (Pass, 2006). Thus, the attraction of students
at the early phase of their economic life cycle and maintaining relations
with them are primarily motivated by reaping profits in the upcoming
years (Narteh, 2013). The second reason relates to the application of mo-
bile and internet banking, bearing in mind that according to Ganguli &
Roy (2011, p. 173) students belong to the group of heavy users of bank-
ing technology. This is of special importance, taking into account the
technological changes followed by the increase in the digital market.

The first banking service that students usually use relates to current
accounts. Since a number of them leaves home to study and is forced to
manage their own financial affairs (Lewis et al., 1994), this type of ser-
vice may be of great help. In addition to online buying and paying bills,
the current account is necessary for receiving different types of payments.
Among them are student scholarships and loans, where according to the
Ministry of Education of the Republic of Serbia (2023), there were 8.282
student scholarships and 6.798 student loans in the academic 2022/23
year.

Many banks in Serbia dedicated attention to young people and stu-
dents by creating special service packages (Table 1), whereby most of
those services are free of charge. The results in the table are provided by
visiting the websites of the banks operating in Serbia.

Adapting the offer to students represents an important step in their
retention, because of which banks should strive to improve the quality of
their services. Banking service quality is the subject of analysis in many
studies. When it comes to students, its evaluation was dominantly based
on the application of the SERVQUAL approach (Bhengu & Naidoo,
2016; Bond & Hsu, 2011; Mokhlis et al., 2014; Ozretic-Dosen & Zizak,
2015; Pass, 2006). There is also research where banking service quality
was analysed in relation to student satisfaction. Reddy and Karim (2014)
investigated the quality of banking services, taking into account its six
dimensions (tangibility, reliability, responsiveness, empathy, accessibil-
ity, and assurance), whereby the subject of the analysis was their impact
on the students’ satisfaction with those services; significant effects were
detected in the case of reliability, empathy and assurance. The research of
Hin, Wei, Bohari and Adam (2011) paid attention to the effects of service
quality and bank selection criteria on students’ satisfaction with a banking
institution; their results revealed that both independent variables signifi-
cantly and positively influenced the students’ satisfaction.
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Table 1. Student service packages in Serbia

Bank name Segment Services Source

Postal Savings Studentsaged = Current Account https://www.posted.c

Bank between 18-27 = Debit Cards (Dinacard and o.rs/stanovnistvo/plat
Mastercard) ni-racuni/studentski-

Internet Banking racun.html
Mobile Banking
SMS notification

Standing orders

Erste Bank Young people = Current Account https://www.ersteban
and students = Debit Card (Dinacard) k.rs/sr/Stanovnistvo/r
aged between = NetBanking acuni/Omladinski-
16-27 = mBanking tekuci-racun

= Mastercard Youth card

OTP Bank Unemployed = Current Account (Dinar  https://www.otpbank
young people and EUR) a.rs/stanovnistvo/fluo
and students = Mastercard — Fluo card -ponuda-za-mlade/
aged between = M-bank application
18-27 = Google pay and Apple pay

= ATMs EUR withdrawal
= Discounts

ProCredit Young people = Current Account (Dinar  https://www.procredi

Bank aged between and EUR) tbank.rs/stanovnistvo
18-26 = Debit Cards (Dinacard and /racuni/racun-za-

Mastercard) mlade

= Google pay and Apple pay

= eBanking

= mBanking

= FlexSave (Dinar and EUR)

= Term deposit

= Standing orders
UniCredit Studentsupto = Current Account https://studenti.unicr
Bank 26 = mBanking editbank.rs/korisne-

= Mastercard debit card informacije.20.html#

= Google pay and Apple pay tekuci-racun

= Special discounts

Raiffeisen Unemployed = Current Account https://www.raiffeise

Bank young people = Mastercard debit card nbank.rs/racuni/paket
aged between = eBanking and mBanking  -racun-mladi/

18-26 = Mobile cash
= Apple Pay and RaiPay

NLB bank Young people = Current Account https://www.nlbkb.rs
aged between = mBanking, eBanking and /stanovnistvo/racuni/
18-27 SMS service start-set-tekuci-racun

= Debit card and Prepaid
card

Foreign currency account
Favorable exchange rate
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In addition to satisfaction, banking service quality was examined in
relation to loyalty. Yilmaz, Ari, and Gurblz (2018) analysed relationships
between SERVQUAL dimensions (based on students’ perceptions of
banking services) and satisfaction, as well as the relationship between
students’ satisfaction and loyalty. In accordance with their findings, cus-
tomer satisfaction was positively affected by assurance, reliability, tangi-
bility, and accessibility, while it positively affected loyalty. In the study
conducted by Narteh (2013), students’ bank loyalty was investigated in
the context of service quality, bank image, student satisfaction, and elec-
tronic banking. Similar to previous research, a positive and significant re-
lationship was recorded between satisfaction with banking services and
students’ bank loyalty. Bank image and electronic banking were also
found to be significant determinants of loyalty. However, the effect of the
students’ perceived service quality on bank loyalty was insignificant. In
the case of internet banking service quality, Raza et al. (2020) used a
model which included six e-service quality factors (site organisation, reli-
ability, responsiveness, user-friendliness, personal need, and efficiency),
electronic customer satisfaction, and electronic customer loyalty on a
sample of students who belong to different higher education institutions.
All factors positively influenced customers’ satisfaction, which, on the
other hand, positively influenced electronic customer loyalty. The re-
search of Nguyen et al. (2020), which was focused on students and paid
employees, included e-banking service quality, customer satisfaction,
switching costs, and customer loyalty. Besides positive correlations be-
tween service quality factors (empathy, responsiveness, reliability, tangi-
bility, and service capacity) and customer satisfaction, customer loyalty
was positively correlated with customer satisfaction and switching costs.
By analysing data obtained from undergraduate students, Ganguli and
Roy (2011) identified four dimensions of service quality in technology-
based banking (technology usage easiness and reliability, customer ser-
vice, technology convenience, and technology security and information
guality), and investigated their effects on customer satisfaction and loyal-
ty. Technology usage easiness and reliability and customer service posi-
tively affected both customer satisfaction and loyalty, whereby the latter
was positively affected by technology convenience. Moreover, a positive
relation was detected between customer satisfaction and customer loyalty.

Following the previously mentioned studies, this research exam-
ined relations between banking service quality, students’ satisfaction, and
loyalty. Taking into account that a great volume of research in different
sectors, including those associated with banking, direct relations between
service quality, satisfaction, and loyalty were positive (Alkhouli, 2018;
Darmawan, Mardikaningsih & Hadi, 2017; Manik, 2019), we set the fol-
lowing hypotheses.
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Hi: Banking service quality directly, positively, and significantly
affects students’ satisfaction;

H,: Students’ satisfaction directly, positively, and significantly af-
fects students’ loyalty;

Hs: Banking service quality directly, positively, and significantly
affects students’ loyalty.

Additionally, as banking service quality can have an indirect effect
on loyalty through satisfaction (Bloemer, de Ruyter & Peeters, 1998; Ca-
ruana, 2002; Karatepe, 2011; Minh & Huu, 2016; Sasono et al., 2021;
Sleimia, Musleh & Qubbaj, 2020; Supriyanto, Wiyono, & Burhanuddin,
2021), we set a fourth hypothesis.

H4: Banking service quality indirectly, positively, and significantly
affects students’ loyalty.

All variables (service quality, satisfaction, and loyalty), as well as
the hypothesised relations among them are presented in Figure 1.

Students’
satisfaction
Hy _ H2
',f" H4 \\\“
[ Banking service | o Stucents gty ]
) H, i\

Figure 1. Conceptual model

Service Quality Modelling

The problem in service quality modelling identified in previous re-
search leads theoreticians to the conclusion that considering “the majority
of studies,” “one has to wonder how much we really know about the con-
cept of service quality,” since the “methodological foundation that service
quality was built upon is starting to show cracks and as a community we
need to re-examine the concept of service quality along with our assump-
tions and inferences” (Collier & Bienstock, 2009, p. 292). In this part of
the paper, we will deal with all the complexities of the issue leading to
such a dramatic rethinking of the concept.

Generally, for examining complex phenomena and their relation-
ships, one of the useful tools that can be applied refers to partial least
squares path modelling (PLS-PM) (Crocetta, et al., 2021). PLS-PM has
already been used in many management and marketing disciplines, such
as organisation management, strategic management, international market-
ing, etc. (Cheah, Ting, Ramayah, Memon, Cham & Ciavolino, 2019).
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An important question when implementing this approach concerns
the operationalisation of multidimensional constructs. Hereby, two im-
portant topics arise. The first refers to the need to implement the hierar-
chical model. The second is related to the type of hierarchical model that
should be used.

When it comes to the recommendation to use hierarchical models,
there is a number of explanations suggesting the use of those models in-
stead of models that include only lower-order dimensions. Hereby, the
reduction of model complexity and better theoretical parsimony are some
of them (Becker, Klein & Wetzels, 2012). In addition, in the context of
service quality, relying only on first-order subdimensions as separate la-
tent constructs can lead to empirical bias and create measurement errors
(Hallak, Assaker & El-Haddad, 2017). In addition, Blut (2016) defines e-
service quality even as a third-order factor model.

To previous explanations, we can add a purely theoretical observa-
tion leading to the need to model service quality as a higher-order con-
struct. Namely, the theoretical foundation for such modelling can be
found in means-end-chain theory (Parasuraman, Zeithalm, & Malhotra,
2005). Hereby, in this specific case, when developing the measure of
electronic service quality, the authors (among whom are those who also
developed widely used SERVQUAL) point out that concrete ques repre-
sent technical aspects that affect the evaluation of quality, perceptual at-
tributes, and dimensions present the level at which the evaluation of qual-
ity happens, while higher-order abstractions correspond to consequences
of quality evaluation, including overall service quality.

After opting for a hierarchical (higher-order) approach, the second
important moment for researchers relates to the selection of the construct
mode — reflective or formative (Crocetta et al., 2021). There are four basic
types they can choose from: reflective-reflective, reflective-formative,
formative-reflective, and formative-formative (Cheah et al., 2019). Hereby,
it should be noted that wrong modelling leads to a misspecification error
which influences the structural paths within the measurement model, and
may result in erroneous path coefficients (Roy et al., 2012).

Bearing in mind that service quality is usually measured through
several dimensions (mostly including SERVQUAL dimensions — reliabil-
ity, responsiveness, assurance, empathy, and tangibles), it should be mod-
elled as a higher-order construct. In this regard, following specific criteria
and recommendations (Jarvis, Mackenzie & Podsakoff, 2003; Parasura-
man et al., 2005), banking service quality should be presented as a forma-
tive second-order construct, which is determined by its reflective first-
order constructs (dimensions). This can additionally be supported by rely-
ing on theoretical explanation provided by Jarvis et al. (2003, p. 203). We
can firstly consider the relationship between individual items and corre-
sponding dimensions. Hereby, those items can be understood as manifes-
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tations of their dimensions; changes in items are not expected to cause
changes in dimensions, although the opposite is expected; furthermore,
the items belonging to individual dimensions have similar content, and
dropping one of them should not alter the conceptual domain of the di-
mension; and, finally, a change in one of the items can be associated with
changes in another, and they have the same antecedents and consequenc-
es. Therefore, it can be seen that the relationship of dimensions and their
corresponding items is reflective. Then, we can consider the relationship
between individual quality dimensions and quality as a higher-order con-
struct. In contrast to the previous explanation, the dimensions are actually
defining characteristics of the higher-order quality construct and changes
in them should cause changes in the construct, but not the opposite; the
dimensions neither have similar content, nor share a common theme;
dropping one of them would alter the conceptual domain of the construct;
additionally, they do not necessarily covary, nor have the same antecedents
and consequences. Therefore, it can be concluded that the relation between
quality dimensions and higher-order quality construct is formative.

According to Crocetta et al. (2021, p. 727), “formative models are
becoming a standard tool in socio-economic research, particularly in the
fields of causal modelling and multidimensional evaluation”, whereas, in
the case of service quality measurement, formative perspective was al-
ready implemented in some research (e.g. Collier & Bienstock, 2009;
Blut, 2016; Liu, Fu, Chao & Li, 2019; Pestovic, Milicevic, Djokic, and
Djokic, 2021). Although the problem of model misspecification was iden-
tified in the majority of the research from the top marketing journals two
decades ago (Jarvis et al., 2003), as were recommendations to consider
service quality as a formative construct (Rossiter, 2002; Parasuraman et
al., 2005; Collier & Bienstock, 2006), “academic researchers have been
so mechanic in the application of reflective indicators in model specifica-
tion” (Collier & Bienstock, 2009, p. 292) up until today.

To previous considerations, we can add the problems arising when
the model is not correctly specified. Jarvis et al. (2003, p. 216) demon-
strate in Monte Carlo simulation that “measurement model misspecifica-
tion severely biases structural parameter estimates and can lead to inap-
propriate conclusions about hypothesised relationships between con-
structs”. In addition, Collier and Bienstock (2009) showed that modelling
service quality as reflective instead of a formative construct resulted in a
severe diminishing of the significance of a concrete dimension of quality,
with all problems arising for managerial implications.

Having all previous problems in mind, we can present the treat-
ment of the construct of banking service quality in previous research. It is
presented in Table 2.
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Table 2. Modelling service quality in previous research

Construct is Construct is Construct is

Source - . . ; reflective-
multidimensional hierarchical .
formative
Bhengu & Naidoo (2016) No - -
Bond & Hsu (2011) No - -
Hinetal. (2011) No - -
Narteh (2013) No - -
Mokhlis et al. (2014) Yes No -
Ozretic-Dosen & Zizak (2015) Yes No -
Pass (2006) Yes No -
Reddy & Karim (2014) Yes No -
Yilmaz et al. (2018) Yes No -
Raza et al. (2020) Yes No -
Nguyen et al. (2020) Yes No -
Ganguli & Roy (2011) Yes No -

The results provided in the table suggest that previous research in
the field either does not consider banking service quality as a multidimen-
sional construct or does not consider it as a hierarchical construct. Having
that as a starting point, the methodology used in this research can be con-
sidered as the main contribution of our paper.

METHODOLOGY

In this research conducted in 2022, we used a convenience sample of
301 students from the University of Novi Sad. Hereby, 61.13% of them were
female, and the average age was 21.3. Data was collected by using a ques-
tionnaire, based on the studies of Lau et al. (2013) — for measuring banking
service quality, and Yilmaz et al. (2018) — for measuring satisfaction and loy-
alty. Hereby, 15 statements were used for assessing banking service quality -
3 statements for each of the five dimensions (assurance (Al, A2, A3), empa-
thy (E1, E2, and E3), reliability (Rell, Rel2, and Rel3), responsiveness
(Resl, Res2, and Res3), and tangibles (T1, T2, and T3)), and 3 statements
each for satisfaction (S1, S2, and S3) and loyalty (L1, L2, and L3). All state-
ments were rated on a scale from 1 to 7, where 1 refers to ‘strongly disagree’
and 7 to ‘strongly agree.” The questionnaire was distributed through the
Google Forms online platform and in physical form.

When modelling banking service quality as a hierarchical reflec-
tive-formative construct, the repeated indicator approach (Becker et al.,
2012) was applied; it assumed the reuse of the manifest indicators of the
first-order constructs for the second-order construct (van Riel, Henseler,
Kemény & Sasovova, 2017), i.e. banking service quality was specified by
using all 15 indicators of the underlying service quality dimensions. In



Banking Service Quality, Satisfaction, and Loyalty Perceived By Students... 711

addition to variables related to quality, the model included students’ satis-
faction and loyalty, which were specified as reflective constructs (Figure
2). While relations between manifest variables and their respective latent
variables are described by the measurement (or an outer) model, relations
between latent variables are described by the structural model (Crocetta et
al., 2021). The data was processed in 2023, by using the SmartPLS 4
software.

l L2
—
Banking quality Loyalty

Tangibles

Figure 2. Hierarchical model - Banking service quality

RESULTS
Measurement Model

In accordance with certain studies (Hair, Sarstedt, Ringle & Mena,
2012; Hair, Ringle & Sarstedt, 2013), the following criteria were tested
for all first-order reflective contracts (five quality dimensions, satisfac-
tion, and loyalty): indicator reliability (outer loadings), composite relia-
bility (CR), average variance extracted (AVE), and discriminant validity
(the Fornell-Larcker criterion). All of them were satisfactory except for
discriminant validity; the problem occurred in relation to the reliability
dimension. Therefore, we excluded the indicator Rel3 from further analy-
sis, as it was highly correlated with indicators from other dimensions. Af-
ter those changes, the model was tested again.
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Table 3. Reflective constructs - Outer loadings, AVE, and CR
Reflective constructs Outer AVE CR

Ldgs.
Assurance 0.766 0.907
The bank can provide customers the services as promised. 0.871
The bank can provide accurate service to customers. 0.875
The bank can honour their commitments. 0.880
Empathy 0.772 0.910
Staffs are knowledgeable to solve customers’ problems. 0.848
Staffs have the enthusiasm to understand customer needs. 0.893
Staffs consider customer needs in the first place. 0.894
Reliability 0.754 0.860
Customers can feel a sense of secure during the transaction 0.853
process.
Banking service can increase customers’ confident and trustin  0.883
quality services.
Responsiveness 0.805 0.925
Staffs can provide customers precise personal services. 0.884
Staffs can understand customers’ needs. 0.905
Staffs are helpful to customers. 0.903
Tangibles 0.693 0.871
The equipment of the bank is sufficient and visible for 0.815
customers’ usage.
The bank facilities and designs make customers feel 0.840
comfortable.
Sufficient staffs are available to provide customers banking 0.843
Services.
Satisfaction 0.890 0.960
| am satisfied to work with the bank. 0.942
I am happy to use the services of the bank. 0.942
In general, | have a good and positive impression about the bank. 0.946
Loyalty 0.820 0.932
I will prioritise the bank when | have to choose a bank of the 0.927
same type for my future banking needs.
I will continue to prefer the products and services of the bank.  0.870
Despite some minor issues, | will continue to prefer the bank. ~ 0.919

As shown in Table 3, all criteria were satisfactory; outer loading for
each indicator was higher than 0.70, while AVE and CR values for each
construct were higher than 0.50 and 0.70, respectively. Moreover,
satisfactory results have been obtained in relation to the Fornell-Larcker
criterion, where the square root of the constructs” AVE (for each reflective
construct) was higher than correlations with other constructs (Table 4).
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Table 4. Reflective constructs - Fornell-Larcker criterion

Ass. Emp. Loy. Rel. Res. Sat. Tan.
Assurance 0.875

Empathy 0.681 0.878

Loyalty 0.575 0.665 0.906

Reliability 0.787 0.699 0.540 0.869

Responsiveness  0.718 0.835 0.740 0.681 0.897

Satisfaction 0.661 0.727 0.904 0.610 0.805 0.943
Tangibles 0.636 0.718 0.656 0.590 0.820 0.721 0.833

When it comes to the higher-order construct, the assessment in-
cluded path coefficients between banking service quality and its lower-
order dimensions, as well as the check of multicollinearity. Significant
and positive path coefficients, and satisfactory VIF values (according to
Kennedy, 2008) demonstrated no issues in the case of banking service
quality as a higher-order construct.

Structural Model

In our structural model, there were three R? values; because of the
use of the repeated indicator approach, for banking service quality, it
equalled 1, while it was 0.657 and 0.817 for satisfaction and loyalty, re-
spectively. Figure 3 presents path coefficients and their p-values.

0.227 (0.000) Satisfaction

0.811 (0.000) 0.904 (0.000)
0.142 (0.000)

0.283 (0.000)

Banking quali
0.254 (0.000) 9 quality

0.223 (0.000)

Figure 3. Path coefficients
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As previously mentioned, all path coefficients related to quality
dimensions were positive and significant, whereby the largest contribu-
tion to banking service quality was recorded for responsiveness (0.283),
followed by empathy (0.254). Positive and significant path coefficients
were detected between banking service quality and satisfaction (0.811), as
well as between satisfaction and loyalty (0.904); on the other hand, the
path coefficient between banking service quality and loyalty was positive
(0.001), but non-significant, as p-value was higher than 0.05. However,
banking service quality had a significant and positive indirect effect
(0.732) on loyalty, indicating full mediation (Nitzl, Roldan & Cepeda,
2016) through satisfaction (Table 5).

Table 5. Direct and indirect effects

Relations Total effects Direct effects Indirect
effects
Banking quality -> Loyalty 0.733" 0.001 0.732"
Banking quality -> Satisfaction 0.811" 0.811" -
Satisfaction -> Loyalty 0.904" 0.904" -

In accordance with the obtained results, hypotheses Hi, Hz, and Ha
are confirmed, which was not the case with hypothesis Ha.

DISCUSSION AND CONCLUSION

The paper was focused on banking service quality and its relations
with satisfaction and loyalty taking into account the student population.
This market segment was considered having in mind its potential effect
on banks’ future profitability. Besides examining those relations, the sig-
nificance of the research is reflected in modelling banking service quality,
which was presented as a hierarchical (higher-order) construct. Hereby, in
accordance with certain suggestions, it was specified as a second-order
construct determined (formed) by five first-order reflective dimensions
(responsiveness, reliability, assurance, tangibles, and empathy).

Among those dimensions, responsiveness and empathy made the
largest contribution to banking service quality. This is in line with the re-
search of Karatepe, Yavas and Babakus (2005), who identified interaction
quality (dimension partly overlapping with responsiveness) and empathy
as the two main dimensions of service quality. In addition, Kant and
Jaiswal (2017) singled out responsiveness as the perceived service quality
dimension with the largest impact on customer satisfaction. The obtained
result only emphasised the role of bank staff in providing services; their
helpfulness and effort to understand customers’ needs are of special im-
portance when establishing relations with students. Therefore, certain
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courses and training could be held with the aim of preparing bank staff to
comprehend customer wants and adequately respond to them. According
to Karatepe (2011, p. 294), these training programs could include “case
studies centering on interpersonal skills, product knowledge, empower-
ment, and effective customer complaint management.” Moreover, banks
should try to individualise attention to customers, by applying customer
lifecycle management (CLM). Accordingly, Crain and Main (2022) have
suggested several activities, among which are relevant content sharing
(through web sites and social media platforms), provision of adequate
support options during and immediately after customer decision, and per-
sonalisation of customers’ experience by informing them about offers that
may be in their sphere of interest. Having in mind the large base of cus-
tomers, different customer lifecycle software can be used for this purpose
(Crain and Main, 2022).

Following the research findings, the increase in banking service
quality directly leads to an increase in customer satisfaction. A positive
relationship between service quality (or its dimensions) and satisfaction in
the banking sector was also found in a number of other studies (Abbasi,
Khan & Rashid, 2011; Ali & Raza, 2017; Kaura & Datta, 2012; Su-
priyanto et al., 2021). Banking service quality significantly and positively
affected students’ loyalty, but only indirectly (through satisfaction),
which can be supported by the study of Supriyanto et al. (2021). Indri-
astuti, Putri, Robiansyah and Anwar (2022) also found that, in the context
of internet banking, e-service quality significantly affected loyalty only
through customer satisfaction, while its direct effect was non-significant.
When it comes to the student population, the non-significant relation be-
tween perceived service quality and bank loyalty was identified in the re-
search of Narteh (2013, p. 163), implying that “satisfaction with services
alone is not enough to guarantee loyalty to banks by the student custom-
ers.” Full mediation effect of satisfaction on the relationship between ser-
vice quality and customer loyalty was confirmed in other sectors as well,
such as telecommunication (Solimun & Fernandes, 2018) and insurance
(Fachmi, Modding, Kamase & Damis, 2020). In addition, similar to Nar-
teh (2013) and Yilmaz et al. (2018), our research has shown that loyalty
was directly and positively affected by student satisfaction. As mentioned
in the research of Helgesen (2006), customer loyalty is usually perceived
as the main consequence of customer satisfaction.

Having in mind the positive influence of customer satisfaction
and/or loyalty on profitability in banking and some other sectors (Eklof,
Podkorytova & Malova, 2020; Helgesen, 2006; Pooser & Browne, 2018;
Yeung & Ennew, 2001), banks need to improve the quality of their ser-
vices; They should constantly monitor students and offer them delightful
services, well above their expectations; hereby, every service failure
should be followed by an apology and proper compensation (Narteh,
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2013). Once again it should be stressed that all the above-presented re-
sults, as well as recommendations, gain significance in the context of the
modelling applied in this research, which is also the main theoretical con-
tribution of this paper. Namely, only considering service quality as higher
higher-order construct (Blut, 2016; Hallak et al., 2017; Parasuraman et
al., 2005), as well as presenting the relations of quality dimensions and
overall quality as formative (Rossiter, 2002; Parasuramana et al., 2005;
Collier & Bienstock, 2006), which has never been employed by some
other authors in the field of banking service quality perceived by students
measurement before, leads to neither inappropriate conclusions (Jarvis et
al., 2003) nor to incorrect managerial implications (Collier & Bienstock,
2009).

In order to gain a deeper insight into this topic, future research may
include additional variables associated with students (for example gender,
income, or other socio-demographic characteristics) that could be used as
moderators. In addition, banking quality, satisfaction, and loyalty could
be analysed in a broader context, including some banks’ financial perfor-
mances. Finally, some other segments, like employed young people, can
be of special importance to be the focus of future research.
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KBAJIMTET BAHKAPCKUX YCJIYT'A, CATUCPAKIINIJA N
JIOJAJIHOCT HEPIMIIMPAHU O CTPAHE CTYJIEHATA:
XNJEPAPXNJCKU ITPUCTYII

Henan Boxuh, Huxona Muauhesuh, Bepa Muposuh,
Bpanumup Kanam, Unec Boxuh
Yuusepsurer y Hoom Cany, Exonomcku dakynrer y Cyborumm, Cpouja

Pe3ume

300r akTHBHE YJIOTY Y DasiMYMTUM HPHBPEIHUM CeKTOpuMa, a monazehu m ox
BKHOCTH Y TIOTJIEly EKOHOMCKOT pa3Boja, aHaIM3a O0aHKapCKOT TIOCTIOBamka j€ jeaHa O
TeMa Koja TIpHUBJIadu Maxmy Beher Opoja aytopa. Mimajyhu y Bumy npomeHe Ha GaHKap-
CKOM TPJKHIITY M MHTEH3UBHE KOHKYPEHTCKE OJJHOCE Mel)y FerOBUM yYECHHUIIUMA, TIPH-
noOrjame HOBHX W 33/IpyKaBamke IMOCcTojehix KinjeHara mpecTaBiba MpemaycioB OCTBa-
pHBarba MO3UTHUBHMX MOCIOBHUX pe3yirara. Meljy pa3iiYuTiM CErMEHTHMA, TTAKEY 01
Tpebajo MOCBETHTH M CTYJEHTHMA, KOjU 300T CBOjHX JPYIUTBEHHX U €KOHOMCKHX CIIe-
U(UIHOCTH, Kao KJIMjEHTH MOTY yTHIIATH Ha Oyayhy npodurabriHOCT OaHaka.

Amnanuza KBayMTeTa 0aHKapCKUX YCIIyra MOJXKe NPeJCTaB/baTH OCHOBY 32 Hpey3H-
Mame PasIMYNTUX aKTHMBHOCTH Y LIWJbY 3aJI0BOJbaBama MoTpeba KinjeHara. Y ckiamy
ca TUM HCHO MEpEHE je HEONXOAHO Kaja Cy y MHTamy HocioBHe GaHke. Bonehn ce
CIIMYHUM CTyIiHjaMa y OBOM pajy je UCTpaKeH KBAIUTET OaHKApCKUX yCIyra MepLuIIi-
paH oJ] CTpaHe CTy/eHaTa, Kao U HEeroB OJHOC ca caticdaxuujoM u jojatHonthy. [Tpu
TOME, KBAJIUTET OAaHKAPCKUX YCIyTa je MOJCIOBAH Kao XHjepapXujcKu (pedieKTHBHO-
(hopMaTHBHN) KOHCTPYKT, ISTEPMUHHUCAH Ca TIET JUMEH3Hja HIDKET HUBOA: MOY3/1aHOCT,
CHT'ypPHOCT, OJJTOBOPHOCT, €MIIaTHja 1 ONUILJBUBY elleMeHTH. [Ipema ca3HambuMa ayTopa,
OBO je TIPBO HCTPAKUBAILE Y KOjEM je KBAIUTET OAaHKapCKUX yCIIyra, MOJIeJMpPaH Ha OBaj
Ha4WH, aHAJIM3UpaH Y OJHOCY Ha 3a/I0BOJCTBO M JIOjalIHOCT CTyZAEHATa. 3a Ty CBPXY
HPHUMEHEH je MPUCTYI NMOHaBJbajyiuX HHANKATOpa. Y30pak Cy YMHWIIM CTYICHTH YHH-
Bep3utera y HoBom Cany, a mpuKymuseHH mopanu cy oOpahenm momohy codrsepa
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SmartPLS 4. HakoH TecTupama Moy3JaHOCTH W BATUIHOCTH pe(UICKTHBHUX KOHCTpYKa-
Ta (OIMMEeH3Wja HIDKEeT HHMBOA, caTHUc(akIiyje M JIOjaHOCTH), YCIIeIIa je eBalyalnuja
KBaJIUTETa OAaHKapCKUX YCIyTa, Kao KOHCTPYKTa BHIIET HHBOA. [lo HMCIymemy OCHOB-
HHX KpPHUTEpHjyMa, aHAIM3HPaH je KBAIUTET OaHKapCKHUX yCIIyra, Kao M OJJHOCH u3Mely
MOMEHYTOT KOHCTPYKTa, caTUC(aKIHje U J0jaTHOCTH. PesynraTtu cy nokazanu aa y Haj-
3HayYajHUje IUMEH3Mje KBalIuTeTa OAaHKAPCKUX YCIyra chagajy OArOBOPHOCT U eMIIa-
tHja. Takole, MOTBphEeHO je MOCTOjame MO3UTHBHOT U CTATHCTHYKK 3HAYAjHOT yTHUIIAja
KBaJIMTeTa Ha catuchakimjy u carucdakimje Ha yojaaHoct. Kana je y nutamy omHoC
m3Mely kBaymrera OaHKAapCKUX YCIyTa U JIOjaTHOCTH, 3a0eNIeKeH je caMO CTaTUCTHIKA
3HAYajaH MHIUPEKTHHU YTHIAj, IITO YKa3yje Ha MyHO MOCPEIOBamE KOHCTPYKTA CaTHC-
(daxumja.

JloOujeHu pe3yaratu ykasyjy Ja Ou y by MOOOJbIIamha KOHKYPEHTCKE MO3MITH]C
Ha TPXKUIITY, OaHKe Tpedasio Aa yHampeae KBaJIUTET CBOjUX YCIIyra, ca IoceOHIM OCBp-
TOM Ha 00yKy W yCaBpIIIaBamE 3allOCICHUX.



