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Abstract 

 

This article makes an empirical investigation of the effect of customers’ perception of bank services on bank 

financial performance in Nigeria. Customers’ perception is captured by Responsiveness which is measured in terms 

of customers waiting time in the bank and expressed in minutes, Reliability which is measured in terms of banks’ 

ability to meet current  obligations and is expressed in the liquidity ratios of banks, Empathy which is measured in 

terms of the banks’ ability to meet customer’s financial needs such as loans and advances to customer and. 

Financial performance proxiedy by Net profit margin. This paper construct and estimate a three predictor 

customers’ perception-bamk performance model patterned after multivariate regression model of linear formation 

and applied the ordinary least square procedure to the Nigerian banks data from 15 sampled deposit money banks 

operating in Nigeria and listed on the stock exchange. The results reveal that (1) Increase in the banks’ reliability 

through improved liquidity position could trigger positive perception and build confidence in customers which will 

raise patronage and even translate into increase in the net profit margin of banks through the process of financial 

intermediation. (2) Increase in the empathy position (loan and advances) of banks could positively influence the rise 

in the profit performance of the banks through the window of retaining old customers, attracting new ones, raising 

the patronage and profitability position of the banks from their traditional banking business. (3) Negative 

relationship exist between waiting time or responsiveness and bank financial performance suggesting that greater 

waiting time could reduce the profitability of banks through reduced patronage. The study recommend that bank 

management should make efforts geared towards improving service delivery in order to reduce customers’ waiting 

times in banking hall as this will follow the principle of economic rationality.    
 

Keywords: Customers’ Perception, Financial Performance, Empathy, Responsiveness, Reliability. 

 

 

1.0  Introduction  
 

There is a general consensus in financial service literature that the customers’ perception can play critical role in the 

finance performance of banks. The objective of every organization is to meet the needs and the requirements of its 

stakeholders. This will not only ensure the survival of the organization but will also enhance the financial 

performance. Customers are presumed to be one of the most important stakeholders in any organization because 

without them, organizations are not likely to succeed (Babatunde and Olukemi, 2012). Kotler and Armstrong (2001) 

posit that satisfaction is an indispensable element in customers’ perception of bank services. Hence, customer’s 

perception will be based on how satisfied they are with the bank services offered. For clear understanding a 

customer is someone who buys goods or services from a supplier or service provider like the bank. This refer to one 

who has account with a bank.   Perception is the way that someone thinks or the impression someone has about a 

bank. Bank is an institution where individuals or business (corporate individuals) can keep their money. It can also 

be referred to a building where a bank offers services.  Service, according to Kotler (2000) is‘‘ any activity or 

benefit rendered by one party to another, which is characteristically intangible in nature and does not necessitate the 

transfer of ownership of anything.  

In today’s competitive business environment, in order to sustain their growth and increase their market share, as well 

as raise their financial performance, banks need to understand how to satisfy their customers as it plays a primary 

role and customer satisfaction is critical for establishing long-term client relationships. This is evident by the 

increased number of customer satisfaction surveys carried out by service organizations (Moguluwa and Ode, 2013). 
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Thus, a fundamental understanding of how customers perceive their services and the factors that impact on customer 

satisfaction is of great importance to service organizations, especially banks. Satisfaction of the customer depends 

on the quality of service. Studies in marketing of financial service suggests that the way customers perceive bank 

services in Nigeria and the quality of these services are important indicators of customer Satisfaction (Moguluwa 

and Ode, 2013). Service quality has emerged as the major attraction to many banks as a competitive differentiator 

(Newman, 2001). Measuring customers’ perception of the services rendered will assist banks in understanding 

customers’ needs and can thus help the bank to change strategies accordingly. In this study, the variables to be 

considered in measuring customers’ perception of the quality of bank services includes responsiveness, reliability, 

and empathy.   

Responsiveness is conceptualized as the willingness to help customers and to provide prompt services. Given the 

peculiarities of the banking business in Nigeria, responsiveness as a measure of customers’ perception can be 

measured by waiting time situations. Keeping customers waiting particularly for no apparent reason creates 

unnecessary negative perceptions of quality. If a service failure occurs, the ability to recover quickly and with 

professionalism can create very positive perceptions of quality.  Reliability is the ability to perform the promised 

services both dependably and accurately. In banking business, reliability is measured in terms of the ability of the 

bank to meet up its short term obligation as they fall due. Reliable service performed means that the service is 

accomplished on time, in the same manner, and without error every time. This in financial terms is captured by the 

liquidity position of the bank at any given point in time, as such a bank that is able to meet up its short term 

obligation as they fall due is seen to be reliable.  Empathy refer to caring for customers’ business and providing 

individual attention to customers. Empathy includes the following features: approachability, sensitivity and effort to 

understand the customers’ needs. Empathy as a measure of customers’ perception of bank services could be 

conceptualized in relation to the banking business as the ability of the bank to meet customers long term financial 

needs, such as provision of loans and advances.    

Customers’ perception of bank services in Nigeria is key to determining banks performance (in terms of customers’ 

loyalty and retention which translate to profitability and survival). Many banks subscribe to the fact that high 

customer perception will lead to greater customer loyalty (Munusamy, Chelliah and Mum, 2010) which, in turn, 

leads to future revenue. Therefore, many organizations (including banks) that resorted to having superior service 

quality have been found to be market leaders in terms of revenue and profitability.  Newman and Cowling (1996) 

also opine that excellent service quality is vital to business profitability and survival. In measuring bank 

performance this work considers the final profit positions of banks and returns to investors which is the net profit. 

Net Profit is also referred to as net income, or net earnings. Net profit is a financial metric used to assess banks 

financial health by revealing the proportion of earnings left over from gross revenues after accounting for the direct 

costs and all other cost associated to operations. It is measure by dividing the net profit against the revenue 

generated for the period.   

 

The corporate objective of any bank which is the maximization of shareholders’ wealth can only be achieved if 

customers are retained and satisfied. This is in line with the perception that the key to successful marketing of 

financial services is identification and packaging of customers’ needs to their satisfaction (Sokefun, 2011). The 

significant contribution of the services industry and specifically banking sector consumer’perception to bank 

financial performance in Nigeria really warrant investigation in order to enhance the sector’s continuous growth. 

This will eventually result in the better performance of the economy. It is however noted that one of the ways 

through which banks can meet the expectations of their customers is via the understanding of the customers’ 

perception of the services rendered (Babatunde and Olukemi, 2012).   

 

Several studies have been carried out on other banking activities such as lending, savings, intermediation, 

investments and even customer services and how they impact on the financial performance of banks but the same 

cannot be said of the effect of customers’ perception of bank services on bank performance. As such, there seems to 

be lack of robust documentation on the connectivity between customers’ perception of bank services and bank 

financial performance in Nigeria. This however suggests that there is a gap in literature in this regard. Some basic 

questions this study set out to answer are: To what extent will (responsiveness) customers waiting time affects the 

net profit margin of banks? What is the nature of connectivity between (reliability) bank liquidity position and the 

net profit margin of banks?   Are changes in (empathy) loans and advances important in explaining adjustment in the 

net profit margin of banks? Therefore, our point of entry is to investigate the nature and magnitude of influence of 
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customers’ perception of bank services proxied by responsiveness which is measured in terms of customers waiting 

time in the bank, reliability measured by the banks liquidity position and empathy measured by the bank’s ability 

to meet customers financial needs through loans and advances, on bank financial performance captured by net profit 

margin.    

The findings of this study will be of immense benefits to Banking Institutions, Policy Makers, Researchers, Bank 

Customers, and Investors alike. The study is structured into five sections. After this introductory section, the next 

section contains the literature review and conceptual issues, while section three presents the method of the study, the 

empirical analysis is contained in section four. Section five houses the concluding remarks.   

2.0   Theoretical Issues and Literature Review  

 

2.1   Theoretical Issues 
 

Research has indicated that service quality has been increasingly recognized as a critical factor in the success of any 

business organization. This has drawn attention to understanding customers’ perception about bank services in 

Nigeria. In the service industry such as banking where products are largely undifferentiated, service quality becomes 

a major competitive edge. The banks are beginning to understand that customers will be loyal if they receive greater 

value than from competitors. Therefore, banks need to focus on service quality as a core competitive strategy 

(Chaoprasert and Elsey, 2004). Banks also need to understand their customers’ perception about the services they 

render. It can be noted that customers can perceive differences in the quality of service (Chaoprasert and Elsey, 

2004). And according to Gronroos (1990) customers evaluate banks’ performance mainly on the basis of their 

personal contact and interaction with bank staff.   

Customers’ perception as it relates to service quality has been viewed as a significant issue in the bank management 

(Angur, Nataraajan and Jahara, 1999; Brysland and Curry, 2001; Olaleke, 2010). Since financial services are 

generally undifferentiated products, it becomes imperative for banks to strive for improved service quality if they 

want to distinguish themselves from the others. Positive relationship between high levels of service quality and 

improved financial performance has been established by Roth (1991) and Bennet (1992) as cited by Shafie (2004:3).  

Similarly, Bowen and Hedges (1993) documented that improvement in quality of service is related to expansion of 

market share. In competitive business environment, the relationship between customer expectations of service 

quality and their perceptions of the quality of service provided is gaining attention. This relationship which is known 

as perceived service quality was first introduced by Gronroos (1982).  Gronroos (1982) suggests that ―the 

perceived quality of a given service is the result of an evaluation process since consumer makes comparison between 

the services they expect with perceptions of the services they receive‖. Sequel to this therefore, he concludes that the 

quality of service is dependent on two variables: expected service and perceived service. Parasuraman et al., (1985) 

considered that a customer’s assessment of overall service quality depends on the gap between the expected and 

perceived service.  Thus, the key to managing perceived service quality is to minimize this gap.  

Zeithaml (1988) define perceived service quality as the customers’ assessment of the overall excellence of the 

service while Bolton and Drew (1991) describe service quality as a form of attitude that results from the comparison 

of expectations with performance. Berry, Zeithaml and Parasuraman (1990) pointed out that since customers are the 

―sole judge of service quality‖, an organization can build strong reputation for quality service when it can 

constantly meet customer service expectations. Approaches to the measurement of customers’ perception of service 

quality have typically been either a simple comparison of mean scores, extensive and detailed statistical model or 

more recently, computer analysis of respondents’ opinion gathered through market research. The current 

measurement of perceived service quality using the latter approach can be traced to the research of Parasuraman et 

al., (1985).   

Customer service in banking is one of the most important ways to keep customers coming back. It includes 

responding to customers’ questions and complaints in a thorough and timely manner and interacting with customers 

through face-to-face meetings, telephone, mail, fax and email. Almost all bank employees are involved in some 

aspect of customer service (Sokefun, 2011). Because of increased competition, banks are required to be more 

customer focused. It is costly to acquire new customers than it is to retain existing customers. Retaining customers 

requires customer service staff in banks to provide service that is quick, error-free and convenient. Good customer 
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service is the heart of banking. Today banks have wide varieties of competitors for businesses. Customer service is 

the overall activity of identifying and satisfying customer needs. Customer service is one of the most important 

ingredients of marketing mix for product and services. High quality customer service helps to create customer 

loyalty. Customers are not only interested in the product they are offered but all the additional elements of service 

that they receive. Customer service is an organization’s ability to supply their customer’s wants and needs. It’s the 

ability of an organization to constantly and consistently exceed the customers’ expectations. If organizations are 

going to consistently exceed customers’ expectations, they have to recognize that every aspect of their business has 

an impact on customer service, not just those aspects of the business that involve face-to- face customer contact. 

Improving customer service involves making a commitment to learning what our customers’ needs and wants are, 

and developing action plans that implement customer friendly processes. Providing excellent customer service is one 

way a business can distinguish itself.  Esangbedo (1995), argues that many customers complain that banks do not 

handle their problems accurately or quickly. They are made to feel at fault regardless of where the problem actually 

lies. A customer- focused bank that is customer service oriented recognizes these wants and needs of the customer 

and takes steps to accommodate them.    

Nnamdi and Nwakama (2011:82) posit that the modern day banking industry environment is fast changing. The 

bank customers are equally becoming more sophisticated, thereby making increasingly complex demands on the 

service providers. The environment is getting increasingly competitive evidenced by significant product 

development efforts aimed at meeting the growing, complex and sophisticated needs of the growing financial 

service products consumers. The competitive nature of the environment, customer sophistication as well as 

competition among financial services products so far developed, necessitate that financial service providers must 

aim above the point of customer satisfaction and operate at the point where they should always excite and impress 

their customers if they have to remain in business and additionally, meet and exceed their organizational objectives. 

This can only be achieved if excellent services are rendered at all points in time to the consumers. Kotler (2000) as 

cited in Nnamdi and Nwakama(2011) define service as ―any activity or benefit rendered by one party to another, 

which is characteristically intangible in nature and does not necessitate the transfer of ownership of anything‖. From 

this definition, some implications of service rendition arise. The first is that services are intangible in nature. 

Secondly, rendition of financial services does not give rise to ownership rights.   

The quality of financial services rendered always varies from one point in time to the other even when the services 

are rendered by the same service provider or person to the same customer. Quality of service is influenced by the 

personal disposition of the provider, the circumstances prevailing at the time of rendition, as well as the state of the 

tools and equipment utilized at that point in time. This makes it difficult to ensure consistency in service quality. 

Onuigbo (2004), Aigbiremolen and Aigbiremolen (2004) Akintayo (2006), Kutty (2008) as well as Rose and 

Hudgins (2008) emphasize that the heterogeneous nature of service quality calls for caution on the part of the 

financial service providers. The need for this caution arises from the fact there is an obvious and inherent tendency 

for service quality to be inconsistent. This inconsistency adversely affects the financial service provider’s capacity to 

manage the quality of services rendered to customers.  Further, inconsistency in the quality of financial services 

objectively, distorts the planned or targeted values of financial services rendition to customers which is inconsistent 

with corporate efforts to always enhance service quality in view of the present competitive business environment.  

 

Ezirim (2005) posit that the factors that exert the greatest influence as choice criteria for banks customers in order of 

importance include security of environment, size and financial strength of the bank, speed of service delivery, 

liquidity and safety of deposits and accuracy of and efficiency in customers account management. Others include 

convenience on the part of the customers, general public impression of the bank, proximity and ease of access, and 

cordiality of bank staff.   

Nnamdi and Nwankama (2011:101) argued that customers have varied reasons for choosing particular bank or 

financial institution for patronage. Some customers are sophisticated and check for objective indicators of financial 

soundness to decide on patronage of banks. However, a great majority of clients make choices based on persuasive 

pressure from marketers. Also, many customers base their choice of patronage on other reasons like personal 

relationships created, proximity and other issues ranging from convenience and available information on banks.   

On the whole, while not exhaustive, some of these under listed reasons or combinations thereof may offer more 

explanations for client’s choices of financial service providers (banks). They include; (1) Existing personal 
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relationships with staff, present customers, top management personnel and board members of a particular financial 

service institution.  (2) Proven corporate attitude and culture of quality service and attention to customers including 

their complaints.  (3) Convenience in terms of business office location and service extension hours.  (4) Availability 

of wide range of diversified and innovative products and hybrid covering; Deposit liability products, Credit products 

including contingent liabilities and Investment banking and other service related products.  (5) Attractive, spacious 

and friendly business environments including availability of reasonable parking space for cars. (6) Level of 

deployment of information and communication technology.  (7) Financial standing and rating of the banks 

incorporating; Asset quality, Adequate capitalization, Deposit base, Profitability, Asset base and balance sheet size, 

Branch network expansion and national coverage, Liquidity rating, Financial rating by regulatory and international 

assessors, Ownership structure and board composition, International relationships created and maintained by banks, 

Market performance, competitive ranking and position of the bank as indicated by market valuation ratios.    

 

Ezirim (2005) argued that the impression of the customers and their associated choice greatly and positively affect 

the operational performance of both the individual banks and the entire banking industry. Thus for retail banks to 

achieve their corporate mission, they must reorganize their activities and strategies to be customer-oriented. He 

concluded that retail banks must recognize the tastes and preferences of their customers as revealed in their 

dominant choice criteria and associated action programs. He recommended that banks will accomplish desired 

objectives if active personnel policy is formulated and implemented. 

 

2.2   Link Between Customers’ Perception and Bank Financial Performance  
 

Customers’ perception of quality in bank service is an elusive concept because of the intangibles nature of the 

service offered and the varying definition of quality in different situations. However, most writers on service quality 

supports a customer-centered definition with the reservation that customer expectations are not necessarily 

consistent or Predictable (Santhiyavalli, 2011). In line with this, consumers of all products and services tend to 

become more demanding due to the competitiveness in current marketplace. As a result, there is a continuous 

increase in customer expectations and customers’ successive demands of the improvement of the quality of service 

(Parasuraman et. al., 1988).  Banks as service organizations are expected to meet these needs and demands of their 

sophisticated customers effectively and efficiently in order to retain them and boost the financial position of the 

bank. Eventually, one of the strategies that would enhance customer loyalty is service quality and it has been related 

to success in service organizations (Wong &Sohal, 2003). 

2.2.1  Relationship Between Customers Waiting Time and Bank Performance   
 

Customers largely, have average time expectations for the range of services they request from the service providers. 

Meeting such time deadlines on the part of the bank does not seem to add any value to the business of the customer. 

Consequently, the customer regards that service provider as a moderate outfit. Such perception does not take the 

financial service provider (bank) outside the continued survival level. In that instance, the typical financial service 

provider simply meets the customer’s expectations and the quality of service rendered is simply equal to the 

customer’s expectation. Further, when the quality of service rendered is greater than the customers’ expectation, the 

customer becomes impressed, but when the quality of service rendered is less than the customers’ expectations, the 

customer becomes unsatisfied.   

 

From the above analysis, it is vital for the banks to realize that any organization that is customer focused must 

operate at that point where it will always provide customers with service qualities that exceed their expectations. 

That organization which ensures that quality of service rendered is greater than customers expectation is involved in 

SERVICE EXCELLENCE, and such organization will not only survive, but will continually grow in terms of size 

and service quality rendition to exceed the changing needs of time. It will remain above competition and possibly 

lead competition. Service excellence should therefore remain the hallmark of any bank that wants to continually 

grow and lead business in the modern day financial service environment. (Nnamdi and Nwakanma 2011:94). These 

could translate into better financial performance.  

 

The relationship between customers’ waiting time and bank performance cannot be overemphasized. Bank financial 

performance in this context is expressed in terms of profitability. Customers form the key stakeholder in every 

business which suggest that the customers are in position to determine the continuity of such business. When 

customers are dissatisfied with the services of any bank, most times they quietly walk away and never come back 
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again. The implication of this is that the bank will certainly loose the revenue it would have earned if these 

customers continue banking with the bank.  Customer perceptions play a critical role in influencing bank 

performance in the sense that poor previous experience by a customer will discourage such customer from coming 

back the next time or referring the bank to his friends and associates which will result to a loss of revenue for the 

bank. In a competitive market place, customer perception of service quality continues to be a key differentiator for 

corporate financial performance.  

 

Satisfied customers are more likely to recommend friends and relatives to a particular service provider. A study by 

Gremler and Brown (1999) revealed that loyal customers recommend the service provider and  that the  number 

of recommendations increases with the shortness of the length of time spent in the bank, the amount of money 

invested and the number of service used. Madill et.al. (2002) argued that strong relationship between banks and 

customers have advantages on both sides: For the financial institution, the advantages include the ability to 

maximize profits by reducing the risks and improving information flow. For the customers, the advantages consist of 

more access to credit, more favourable rates on loans, less stress occasioned by short time spent and greater 

convenience. Therefore, the development of satisfactory relationships with customers is expected to result in greater 

satisfaction on the latter ‘s part, thus encouraging customers to make recommendations to others and decreasing 

their likelihood of switching to other financial institutions.  

2.2.2 Relationship Between Bank Liquidity and Bank Performance 

According to business dictionary, liquidity is a measure of the extent to which a person or organization has cash to 

meet immediate and short-term obligations or assets that can be quickly converted. Liquidity can also be a measure 

of the ability and ease with which assets can be converted to cash. Liquid assets are those that can be converted to 

cash quickly if needed to meet financial obligations; this include cash, central bank reserves and government debt. 

To remain viable, banks must have enough liquid assets to meet its short term obligations, such as withdrawals by 

depositors. (Odunayo and Oluwafeyisayo, 2015)   Bank performance measured in terms of profitability is the ability 

of a bank to generate revenue in excess of cost, in relation to the bank’s capital base. A sound and profitable banking 

sector is better able to withstand negative shocks and contribute to the stability of the financial system. 

(Athanasoglou, Brissimis and Delis, 2005). 
 

The relationship between liquidity and bank performance is seen from customer’s perception as the ability of the 

bank to perform the promised services both dependably and accurately. In banking business, liquidity is measured in 

terms of the ability of the bank to meet up its short term obligation as they fall due, as such, a bank that is able to 

meet up its short term obligation as they fall due is seen to be liquid and reliable. The implication of this is that when 

customers are confident that their savings are protected and can be withdrawn on demand, they increase their 

businesses with the bank from which the bank earns income. Bank profit is a measure of how much revenue it 

earned during a period which is a function of its liquidity strength.   

2.2.3  Relationship Between Bank Loans and Advances, and Bank Performance  

One of the primary functions of commercial banks in Nigeria is financial intermediation which involves mobilizing 

deposits from the surplus economic units and lending same to deficit economic units in other to ensure financial 

equilibrium (Ezirim, 2005).  Commercial banks accept deposits and also lend money to the people who require it for 

various purposes. Lending of funds to traders, businessman and industrial enterprise is one of the important 

activities of commercial banks. The major part of the deposits received by banks is lend out and a large part of their 

income is earned from interest on such lending. There is a considerable difference between the rate of interest which 

the commercial bank grants on deposits, and the rate they charge on loans and advances. It is this difference which 

constitutes the main source of bank earnings.   

Loans and advances are categorized into three, short, medium and long term loans. While short terms loans are 

funds borrowed from bank for a short period of time usually in twelve calendar months (one year), medium term 

loans which are also called revolving loans spans within one to five years where as long term loans are loans whose 

maturity lasting for more than five years and above. It is worthy of note that the duration of the loan determines the 

interest rate and consequently the revenue to be generated by the bank. However, the banks will prefer a short term 

loan because of the uncertainty of the Nigeria business environment. (Ezirim, 2005). 
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The relationship between loans and advances and bank performance is viewed through the spectrum of empathy. 

Given thatempathy refer to caring for customers’ business and providing individual attention to customers which 

includes approachability, sensitivity and effort to understand the customers’ needs. For our purpose, Empathy as a 

measure of customers’ perception of bank services is conceptualized as the ability of the bank to meet customers’ 

financial needs, such as provision of loans and advances. These loans and advances are seen from the perspective of 

income generation. Banks earned much of their income from the interest charged on this loans and advances which 

is a major driver of profitability. Therefore, a bank with a large portfolio of performing loans and advances is seen to 

be exhibiting more empathy and also performing well financially because the revenue earned from the loans and 

advances will translate into hug profits.   

2.3    Empirical Review   

Literatures related to customers’ perception of bank services posit that satisfaction is the customers’ evaluation of a 

product or service in terms of whether that product or service met their needs and expectations. Most authors are of 

the opinion that customer satisfaction is derived largely from the quality and reliability of the products and services 

offered by the banks while others disagree. For instance, Moguluwa and Ode (2013) threw enormous empirical light 

on these concepts in his investigation of the relationship between Customer Perceived Service Quality and Customer 

Satisfaction in the Nigerian Banking Industry using five variables –assurance, empathy, responsiveness, reliability 

and tangibles. Employing the survey research design method for the study they found that, assurance; empathy and 

responsiveness have positive but no significant effects on customer satisfaction. Reliability has negative and no 

significant effect on customer satisfaction, Tangibles have positive and significant impact on customer satisfaction. 

The study concluded that a business that caters for their customers` needs will inevitably gain the loyalty of their 

customers, thus resulting in repeat business as well as potential referrals, and recommend that rather than paying 

much attention to the products, banks should focus more on their customers.  

Ezirim (2005) empirically Investigate Customers’ choice of Retail Banks in Nigeria involving a survey of 1000 bank 

customers using the questionnaire as the vital research instrument, augmented with personal interviews of key bank 

officials. The results indicate that out of 20 identified factors; nine of them were revealed to exert the greatest 

influence as choice criteria. They, in their order of importance, include security of environment; size and financial 

strength of the bank; speed of service delivery, liquidity and safety of deposits; and accuracy of and efficiency in 

customer accounts management. Others include convenience on the part of the customers; general public impression 

of the bank; proximity and ease of access; and cordiality of bank staff. The impression of the customers and their 

associated choice greatly and positively affect the operational performance of both the individual banks and the 

entire banking industry. Thus, for retail banks to achieve their corporate mission, they must reorganize their 

activities and strategies to be customer oriented. The recommended action programs from the study revolve on the 

tenets of the doctrine of consumer sovereignty. He added that retail banks must recognize the tastes and preferences 

of their customers as revealed in their dominant choice criteria and associated action programs. 

 

Salami and Olannye (2013) studied Customer Perception about the Service Quality in Selected Banks in Asaba,  

adobting the five measures proposed by Parasuraman et al. (1988). The dimensions include tangibility, assurance, 

empathy, reliability, and responsiveness. Sampling five banks and a total of 240 respondents with the use of 

ANOVA for estimation on five dimensions of service quality, the study revealed that the dimensions of empathy, 

tangibles, reliability, assurance and responsiveness significantly affect customer perception of service quality at a 

significantly level of .01. Therefore, they recommended that retail banks should continually seek to provide services 

that meet or exceed their customers’ expectations.  

Saka, Elegunde and Lawal (2014) investigated the effects of Customer Relationship Marketing on Bank 

Performance in Nigeria. The paper examines the effects of customer relationship marketing on bank performance in 

Nigeria. Applying the Survey research method and sampling 50 employees and customers selected using stratified 

sampling technique and random sampling techniques. The result indicates that customer relationship marketing is an 

effective tool to measure banks performance. The finding also shows that Customer Relationship Marketing helps in 

increasing banks profitability and enhances improvement in banks market share. The study posit that banks should 

employ the service of seasoned customer service officers with a sense of direction towards satisfying customers in 

order to improve overall bank performance. The study recommends that adoption and management of Customer 

Relationship Marketing requires the involvement of everyone in the bank in order for it to succeed.  
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Sokefun (2011) examined Customer Service and its Effect on the Banking Business in Nigeria. The study used the 

survey method. Data were collected using questionnaires and were analyzed using Pearson Correlation Coefficient. 

The study reported that customers are dissatisfied with long waiting times, they want timely services and at their 

convenience. Anything short of this might be an indication that there is a pervasive problem in banking services 

offered. The study concluded that Customer satisfaction provides an indication of how successful an organisation is 

at providing products and/or services to the marketplace.   

Babatunde and Olukemi (2012) ―Customers Satisfaction and its Implication for Bank Performance in Nigeria‖.  

Basically the paper adopted both the descriptive and explanatory survey design methods. Findings from the study 

shows that customers enjoying electronic banking services are still not satisfied with the quality and efficiency of the 

services. This is expressed in the number of times customers physically visit banks and length of time spent before 

such services are received. The study suggesting that the banks should improve on their service delivery to justify 

the benefits of electronic banking products and services. This way, customers’ interest would be aroused.  

Zeithaml (2000) examined Service quality, profitability and the economic worth of customers. The work utilized the 

descriptive and explanatory survey design to evaluate the behaviour of the data and the estimation the relationship 

between the correlates. The Findings reveal that customers’ perception of service quality and bank performance are 

fundamentally different in terms of their underlying causes and outcomes. The study recommended that the 

economic worth of customers is the basis for achieving high profitability.  

 

Ogunnaike (2010) determine the nature of Relationship Between Service Quality and Customer Satisfaction in 

Nigeria Banking Industry. Employing appropriate statistical techniques of multiple regression to test the hypotheses. 

The study reveals that service quality has significant effect on customer satisfaction. The result also shows that there 

is strong relationship between gender and customer service. Hallowell (1996) studied the Relationships between 

Customer Satisfaction, Customer Loyalty and Profitability and found that an attainable increase in satisfaction could 

dramatically improve profitability.   

Esangbedo (1995) studied the Determinants of Customer Bank Selection Decision utilizing five variables –

reliability, responsiveness, empathy, tangibles and assurance as key determinants of customer choice of banks. The 

study adopted the survey design method and applied Chi-square correlation technique. The findings reveal that 

many customers complain that banks do not handle their problems accurately or quickly. Customers are made to feel 

at fault regardless of where the problem actually lies. It was recommended that a customer- focused bank that is 

customer service oriented should recognize these wants and needs of the customer and take steps to accommodate 

them.   

Boulding et al (1993). ―A dynamic process model of service quality: from expectations to behavioural intentions. 

The research was to develop a behavioural process model of perceived service quality. Conducted using the quasi-

experimental design and primary sources of data, the study reveals that perception of the dimension of service 

quality are viewed to be a function of a customer’s prior expectations of what will and what should transpire during 

a service encounter, as well as the customer’s most recent contact with the service delivery system. The authors first 

test this model with data from a longitudinal laboratory experiment. Then they develop a method for estimating the 

model with one-time survey data, and re-estimate the model using such data collected in a field study. Empirical 

findings from the two tests of the model indicate, that the two different types of expectations have opposing effects 

on perception of service quality and that service quality perception positively affects intended behaviours.   

Nnamdi and Nwakanma(2011) opinion that organizations which ensure that quality of service exceeds customers‘ 

expectations are involved in service excellence. They concluded that such organizations will not only survive, but 

will continually grow in terms of size and service quality rendition to exceed the changing needs of time.  

Anderson et al (2004), examined Customer Satisfaction and Shareholders Value using survey design, evaluate three 

variables that determine customers’ satisfaction- speed of service, Convenience of location and accurate record 

keeping. The study posits that banks in Nigeria should focus more on their customers rather than on the products and 

services, which they sell because customers are the true business of every company.  
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3.0 Method of the Study 

The study adopts the correlational research design in conjunction with econometric procedure which implies the use 

of sourced data to reveal possible relationships between the correlates. The aim is to investigate bank financial 

performance response to customer’s perception measures in Nigerian. This paper construct and estimate a three 

predictor customers’ perception-bamk performance model patterned after multivariate regression model of linear 

formation. This simple model appears to capture the prevailing customers’ perception indicators observable in the 

country of study. In attempt to estimate, we applied the ordinary least square procedure to the Nigerian bank data. 

Analyses of the estimated model is directed to determining the relative effects of the correlates in the short run and 

employing conventional statistics that are amenable to linear mechanism. The study sampled 15 deposit money 

banks operating in Nigeria and listed on the stock exchange. 

 

3.1   The Data  
 

Data were gathered for this work from the primary and secondary sources.  Secondary sources of data for the study 

includes the Central Bank of Nigeria statistical bulletins various issues, the annual financial reports of banks and the 

Nigeria stock exchange fact book. While the primary sources include personal interview and questionnaire. The data 

collected were arranged and presented in table 4.1 below. 

 

Operationally, Responsiveness: Responsiveness is measured in terms of customers waiting time in the bank and 

access to prompt services which are expressed in minutes.  Reliability: Reliability is measured in terms of banks’ 

ability to meet current obligations (demand withdrawals) which is expressed in liquidity ratios such as current assets 

ratios and quick acid test ratios.  Empathy: Empathy is measured in terms of the banks’ ability to meet customer’s 

financial needs such as loans and advances to customers. This can be operationally measured in terms of loans and 

advances as a percentage of total assets. Net profit margin: Net profit is the residual income accrued to the bank 

after deducting all expenses from its earnings. Net profit margin is measured in terms of the profit after tax of the 

bank divided by the total revenue or earnings.    

 

The Model  
 

Following the arguments in the theoretical underpinnings and the empirical review earlier made in this paper, we 

can hypothesize that the net profit margin of bank is a positive function of responsiveness (waiting time), reliability 

(liquidity) and empathy (loans and adances). Depending on the prevailing circumstances in the banking industry, 

these variables could be postulated to be negatively related to net profit margin.  Given these considerations, we can 

specify a three-predictor model of customers’ perception- bank performance model linearly in the functional form 

as: 

 

Functional Model  
 

NPM=∫(Waiting Time, Liq Ratio, Loans & Advances)......................(1)  

 

Econometric Model   
 

NPM =a0 + a1WTt + a2LiqRt + a3LAt+ Ut........................................ (2)  

The variables are defined as follows: 

 NPM    = Net Profit MarginINVT = Investment 

 WT       = Waiting Time 

 LiqR     =  Liquidity Ratio 

 LA        =  Loans and Advances 

a0, a1, a2, and a3 are parameter estimate. Where; The apriori expectation is a1 , a2& a3> 0 . α0  = Intercept 

   = Stochastic error term. The ordinary Least square regression method was use th estimate the relationship 

between the correlates. 
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4.0   Data Presentation and Analysis 
 

4.1   Presentation of Data 
 

Table 4.1: Data on Waiting Time, Liquidity, Loans and Advances, and Net Profit Margin of Banks  

BANK  Waiting  

Time (Minutes)  

Liquidity  

Ratio (%)  

Loans  

Advances Ratio (%)  

& Net Profit  

Margin (%)   

Access Bank Plc 5  1.21  46.37        17.58   

Diamond Bank Plc 7  1.19  47.48             9.14   

Ecobank Nigeria Plc 5  1.17  49.69           14.10   

Fidelity Bank Plc 8  1.26  43.81           13.95   

First Bank of Nigeria Plc 10  1.27  48.74           21.58   

FCMB plc 5  1.24  50.10           10.56   

Guaranty Trust Bank Plc 9  1.25  51.12           49.13   

Skye Bank Plc 10  1.17  51.30           12.41   

Stanbic IBTC Bank Ltd  6  1.21  43.16           27.83   

Sterling Bank Plc 9  1.16  42.59           10.84   

Union Bank of Nigeria plc 10  1.32  25.05        (14.30)  

United Bank of Africa  10  1.19  37.79           20.35   

Unity Bank Plc 9  1.23  49.56             5.01   

Wema Bank Plc 10  1.15  36.01           (5.86)  

Zenith Bank Plc 10  1.25  43.49           35.43   

Source: Author’s Computation 
 

 

4.2 Empirical Analysis 

Table 4.2:   Ordinary Least Square Regression Results  

Dependent Variable: LOG(NPM)    

Method: Least Squares    

Date: 11/23/15   Time: 17:07    

Sample: 115    

Included observations: 15    

 Variable   
Coefficient 

  

Std. 

Error  
t-Statistic   

 Prob. 

  

C  2.114480  4.128376 0.512182  0.6187 

LOG(WT)  -0.663173  0.416281 -1.593088  0.1394 

LOG(LR)  5.850458  4.101116 3.426553  0.0115 

LOG(L_A)  0.207500  2.900685 0.230380  0.0220 

R-squared   0.841553   Mean dependent var  2.70229 4 

Adjusted R-

squared  

0.761976     S.D. dependent var 0.620263 

S.E. of regression  0.567811     Akaike info criterion  1.929122 

Sum squared 

resid 

3.546502     Schwarz criterion  2.117935 

Log likelihood  -10.46841     Hannan-Quinn criter.  1.927111 

F-statistic  71.01989     Durbin-Watson stat  2.488486 

Prob(F-statistic)  0.000009     

Source: E –views Extract 
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The ordinary least square regression results are presented in the equation below: 

 

NPM = 2.114480 – 0.663173WT + 5.850458LR + 0.207500LA 

 

Global Utility of the Model 

 

The global utility of our nominated model reveal the goodness of fit as well as the predictive ability of the model. 

The R
2
 of of 0.841553 and the adjusted R

2 
of 0.761976 indicate that about 76% of the variations in net profit margin 

could be explained by the adjustments in banks responsiveness to customers’ needs, reliability and empathy in the 

model. This however, shows the high predictive ability of the model. The Durbin-Watson statistic of 2.48 slightly 

cluster around 2 and suggests the absence of auto correlation or positive serial correlation in the specified model. 

The 0.0000 value of the probability of F-statistic shows that the F-statistic is significant, thus indicating the 

goodness of fit of the model. 

 

The Relative Statistics of the model 

The regression results reveal that bank responsiveness which is represented by waiting time exhibit negative and 

insignificant relationship with the net profit margin (NPM) of banks at 5% level. This suggests that increase in the 

waiting time customers spend in banks could build negative customers’ perception and reduce bank financial 

performance through the window of reduced patronage. The weak influence is to the extent that a percentage 

increase in waiting time of customers may result in about 0.66% reduction in the net profit margin of banks. 

responsiveness is the timely reaction towards the customers' needs. The study reveals that responsiveness has 

negative relationship, and insignificant effect on bank financial performance in terms of profitability. Wecan deduce 

that responsiveness is a need in providing quality service, but banks in Nigeria need to improve on their level of 

responsiveness to customers in order to save time and increase performance. Customers do not show much concern 

about the responsiveness level in customer service since they have alternatives such as internet banking portal.  

 

The regression results revealed positive and strong correlation between bank reliability captured by Liquidity ratio 

and the net profit margin of the banks. This implies that an increase in the banks reliability through improved 

liquidity position could input positive perception and build confidence in customers and even translate into increase 

in the net profit margin of banks through the process of financial intermediation. The strength of the influence is to 

the extent that 1% increase in the banks liquidity position could lead to about 5.85% rise in net profit margin of 

banks. The analysis of the variables studied shows that reliability as a measure of customers’ perception in terms of 

the bank’s ability to meet their short term obligation as at when due (i.e demand deposits) has positive relationship 

and significant effect on bank performance in terms of profitability. There are two possibilities; firstly the customers 

feel that the commercial banks in Nigeria after the recapitalization of banks by the Central Bank of Nigeria in 2005 

are highly liquid and have provided enough safety and confidence in their services, necessitating the customers’ 

apathy to safety of their deposits while dealing with any bank.  Secondly, banks profit is mostly derived from its 

interest incomes and other related fees and as such meeting customer’s short term obligation in terms of customer’s 

withdrawals translates into profitability. When customers withdraw their funds, bank charges in the form of 

Commissions on Turnover, Excess cash limit withdrawal charges increases the banks revenue base which in turn 

translates to profitability for the bank. Therefore, the need for banks to always have liquid cash so as to meet up with 

customers’ demand is very important to the bank as this is a key driver of profits.  

The regression results in table 4.2 shows that increase in loans and advances which is an indicator of bank empathy 

exhibit positive and strong relationship with net profit margin to the extent that 1% increase in loans and advances 

would lead to about 0.27% rise in the net profit margin of the banks  This suggest that increase in the empathy 

position of banks could positively influence the rise in the profit  performance of banks through the window of 

retaining old customers, attracting new once, raising the patronage and profitability of banks from their traditional 

banking business. Though the influence is strong, a 1%increase in bank empathy could lead to about 0.275% rise in 

the net profit margin of the banks. Empathy as a measure of customers’ perception in terms of the bank‘s ability to 

meet customer‘s long term financial needs shows a positive relationship and significant effect on bank performance 

in terms of profitability.  It is worthy of note that loans and advances forms the major source of revenue for banks, 

and as such any bank that must survive in this current competitive market must create loans and advances for its 

customers. The income derived from the loans and advances created such as Interest on loans, management fees, 
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processing fees, legal fees, bonding fees constitute the major incomes from bank operations. The interest paid on 

deposit is small in comparison to the interest charged on loans given out. Invariably, the relationship between loans 

and advances cannot be over emphasized because a bank with low portfolio of performing loans and advances will 

not make as much profit as banks with high portfolio of performing loans and advances.  

5.0   Concluding Remarks 

The study sought to determine the effect of customers’ perception in terms of responsiveness (waiting time), 

reliability (liquidity) and empathy (loans and advances) on the net profit margin of banks. The results indicate that 

strong positive relationship exist between reliability (liquidity ratio), empathy (loan and advances) and bank 

financial performance. This indicate that an increase in the banks’ reliability through improved liquidity position 

could trigger positive perception and build confidence in customers which will raise patronage and even translate 

into increase in the net profit margin of banks through the process of financial intermediation. This means that 

increase in the empathy position of banks could positively influence the rise in the profit performance of the banks 

through the window of retaining old customers, attracting new ones, raising the patronage and profitability position 

of the banks from their traditional banking business.The negative relationship between waiting time or 

responsiveness and bank financial performance suggest that greater waiting time could reduce the profitability of 

banks through reduced patronage. This point to the fact that increase in the waiting time customers spend in banks 

could build negative customers’ perception and reduce bank financial performance through the window of reduced 

patronage. The result confirms our priori postulations that bank financial performance is a function of customers’ 

perception.The identified behaviour of net profit margin in response to customers’ perception stimuli provided by 

the banks is largely profit motivating. Responding to the dictates of the perception measures, banks’ profitability 

depends on the level of the effects of the forces of liquidity, waiting time and loans and advances at play in the 

industry. 

 

Undoubtedly, no business can exist without customers. In the philosophical words of Peppers and Rogers ―The 

only value your company will ever create is the value that comes from customers—the ones you have now and the 

ones you will have in the future. This is absolutely true when one conceptualizes that customer value is an asset to 

the organization. Hence, in order to maintain the customer, the organization needs to ensure that the right products 

and services, supported by the right promotion are made available at the right time for the customers. While quality 

service and merchandise are essential in today’s competitive market, it is equally important that a customer 

experiences the "wow effect" that only superior customer service can offer. A business that caters for their 

customers` needs will inevitably gain the loyalty of their customers, thus resulting in repeat business as well as 

potential referrals. Consequently, it is imperative that businesses get to know their customers by establishing a 

professional relationship with them. When a business focuses on delivering what is of value to their customers, this 

will generate the potential for repeat business as well.   

 

The study recommends that banks management in Nigeria should not only adapt to technological advancement, but 

should equally ensure that the newly employed technology makes for a prompt and a stress-free banking and there is 

need for each bank to apply the queuing technology to their banking system as this would help them to manage 

customers waiting time and productivity.The study also recommend that bank managements should make efforts 

geared towards reducing the waiting times of customers in banking hall so as to follow the principle of economic 

rationality.   
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