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ABSTRACT

This study set out to investigate the effects of service quality on customer satisfaction in the banking industry. The five SERVQUAL dimensions reliability, assurance, responsiveness, empathy, and tangibles formed the basis of the investigation. The sample in this study is NMB customers who use banking services. Sampling technique used was simple random sampling. Questionnaires were used to gather data from respondents. Data was analysed using descriptive and inferential statistics whereby multiple regressions was used in analysis. The findings showed that all five dimensions of service quality have significant and positive effects on customer satisfaction in banking industry. It was recommended that banks should enhance the physical environment of their branches and ensure modern, clean, and well-maintained facilities. They should also improve how quickly and effectively bank staff responds to customer inquiries and concerns. To ensure assurance, banks should focus on developing employees’ knowledge, skills, and courtesy to instill customer confidence in the bank's services. In order to foster empathy, banks should encourage a culture where staff understand and address customer needs with personalized attention and care.
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CHAPTER ONE

INTRODUCTION
1.1
Overview

This chapter comprises of background of the study, statement of the problem, objectives of the study, research questions, significance of the study, scope of the study and organization of the study. 
1.2 
Background to the Study
The concept of service quality in the banking sector has gained prominence globally as banks transition from product-oriented to customer-centric strategies. In the 1980s, researchers like Parasuraman, Zeithaml, and Berry introduced the SERVQUAL model to measure service quality through customer perceptions and expectations. This model emphasized five key dimensions tangibles, reliability, responsiveness, assurance, and empathy as critical to customer satisfaction. Banks worldwide began adopting advanced technology and innovative service delivery systems to enhance customer experiences, driven by competitive pressure and evolving consumer demands (Gong & Yi, 2018).

Globally, the banking sector plays a critical role in the economic development of nations, serving as the backbone of financial transactions and capital allocation (Abror et al., 2019). With the rise of globalization and technological advancements, the banking industry has faced increasing competition, leading to a greater emphasis on customer satisfaction (Aburayya et al.,2020). According to the Service Quality Model (SERVQUAL), five key dimensions tangibility, reliability, responsiveness, assurance, and empathy play a significant role in shaping customer perceptions. Banks worldwide have recognized that maintaining high service quality is vital not only for customer retention but also for enhancing profitability and brand reputation. Poor service quality can lead to customer dissatisfaction, defection to competitors, and a decrease in overall financial performance. In developed markets, customer expectations have evolved with innovations in digital banking, making the delivery of seamless and personalized services essential for competitive advantage (Ali et al., 2021).

In Africa, the banking sector has experienced significant growth, largely driven by financial inclusion initiatives and the expansion of digital banking services (Phingra et al. 2020). Being aware of the fierce rivalry, management of the company has kept searching for fresh and efficient strategies to compete. The foreign global marketer will acquire more sophisticated conceptual abilities and novel perspectives on marketing, which in the future might be appropriately applicable in many regions of the world as noteworthy characteristics of Comparing buyer behavior in the housing market will also help us understand it better. in opposition to foreign buyer behavior (Johansson, 2006).Despite challenges such as underdeveloped infrastructure and limited financial inclusion, banks in countries like Kenya, Nigeria, and South Africa have made strides in improving customer satisfaction through tailored financial products and responsive service (Leninkumar, 2017).
In Tanzania, the banking sector has evolved rapidly, particularly after the privatization of state-owned banks in the 1990s (Tegambwage & Kasoga, 2022). Institutions like NMB Bank PLC have been at the forefront of financial inclusion, serving both urban and rural populations. However, with the increasing customer base, maintaining high levels of service quality remains a challenge (Mboma, 2021). Studies have shown that factors like reliability and responsiveness significantly influence customer satisfaction in Tanzanian banks (Lyimo & Nyambili, 2022, Kobero & Swalehe, 2022, Khamis & Rashid, 2018). Recognizing this, banks have begun leveraging digital platforms and customer-focused strategies to address service quality gaps.

1.2.1 
The NMB Bank Plc

The National Microfinance Bank Limited Incorporation Act was passed in 1997, creating the NMB. Later in 2005, the United Republic of Tanzanian government began the process of privatization, selling a portion of its shares (49%) to a group headed by the Cooperative Centrale Raiffeisen-Boerenleenbank B.A. (also known as the "Rabobank Group").2008 saw the government lower its stake to 30% by the sale of shares in an initial public offering (IPO) to the general public (16%) and to NMB employees (5%). On November 6, 2008, NMB went public on the Dar es Salaam Stock Exchange.
In Tanzania, NMB is the biggest bank in terms of both clientele and branch network. NMB is present in more than 80% of Tanzania's districts, with over 139 branches. What sets NMB apart from other Tanzanian financial organizations is its extensive branch network. Loans, savings accounts, current accounts, money transfers, currency exchange, and information provision are among the services provided by NMB. Agro dealer inputs credit, NMB Kilimo account, MSE loan, NMB pesa fasta, pensioners loan, personal loan, salary workers loan, NMB salary alert, NMB ATM card, NMB mobile, currency exchange, foreign currency account, student account, NMB junior account, School Savings account, NMB Bonus account, and personal account are just a few of the product offerings offered by NMB.
Banks are dedicated to giving each and every one of their clients a satisfying banking experience. Because of this dedication, banks provide a vast range of banking services and products that are tailored to the demands of their clients.Therefore, examining the effects of service quality on customer satisfaction in NMB Bank PLC, Korogwe District, is essential to understanding the role of these dimensions in improving customer experience and ensuring sustainable growth for the bank in a competitive environment. This study  assesses the current state of service quality at NMB Bank PLC and its influence on customer satisfaction, with the aim of providing insights for enhancing banking services in the region.The model for service quality used in this study is based on SERVQUAL. The SERVQUAL instrument measures the five dimensions of Service Quality. These five dimensions are: tangibility, reliability, responsiveness, assurance and empathy.

1.3
 Statement of the Problem

In the increasingly competitive banking sector, service quality has emerged as a critical determinant of customer satisfaction and loyalty (Zamry & Nayan, 2020). Banks that fail to provide reliable, responsive, and customer-centered services risk losing market share and damaging their reputation (Gong & Yi, 2018). This challenge is particularly significant in developing economies like Tanzania, where access to quality banking services can be limited, especially in rural and semi-urban areas. NMB Bank PLC, one of the leading banks in Tanzania, plays a crucial role in financial service provision, particularly in under-served regions like Korogwe District. 

Customer complaints about lengthy wait times, system outages, and insufficient customer support, however, indicate that there have been persistent worries about the quality of services offered despite its extensive presence and service offerings (Segoro & Elvira, 2021). Nevertheless, in spite of this milestone, the Tanzanian banking industry continues to encounter numerous obstacles. Many consumers continue to experience delayed digital transactions, frequent system outages, and insufficient customer service, which causes annoyance and discontent. Second, in Tanzania's banking industry, security issues have emerged as a major obstacle to raising client happiness. By analyzing the effect of service quality using tangibility, reliability, assurance, and empathy on customer satisfaction at NMB Bank PLC in Korogwe District, this study aims to address the issue. The results will assist in pinpointing areas in need of development and offer valuable perspectives to help the bank improve the quality of its services, which will raise customer happiness and boost overall performance.
1.4   
Research Objectives

This study had general and specific objectives

1.4.1
General Objective

The general objective of this study was to examine the effects of service quality on customer satisfaction in the banking sector at Tanzania using Korogwe branch as a case study.

1.4.2 Specific Objectives

The specific objectives of this study were: 

i. To determine the effect of tangibles on customer satisfaction at NMB Bank PLC in Tanzania.
i. To examine the effect of reliability on customer satisfaction at NMB PLC in Tanzania.

ii. To analyze the effect of responsiveness on customer satisfaction at NMB PLC in Tanzania.
iii. To evaluate the effect of assurance on customer satisfaction at NMB PLC in Tanzania.
iv. To investigate the effect of empathy on customer satisfaction at NMB PLC in Tanzania.
1.5   Significance of the Study

The significance of a study on the effects of service quality on customer satisfaction in NMB Bank PLC in Korogwe District includes the following:Understanding how tangibles, reliability, responsiveness, assurance, and empathy influence customer satisfaction can help NMB Bank identify areas for improvement, leading to better customer retention and loyalty. By identifying gaps in service quality, the bank can enhance its service delivery across different customer touch-points, from in-branch interactions to digital platforms, ultimately leading to a better overall customer experience.The insights gained from the study can be used to differentiate NMB Bank from competitors by focusing on the dimensions of service quality that matter most to customers, positioning it as a preferred bank in Korogwe District.The study provides data-driven insights for NMB Bank management, enabling more informed decision-making regarding staff training, resource allocation, and service innovations tailored to customer needs.

1.6 
Scope of the Study

This study was done in NMB Bank Plc at Korogwe district especially dealing with  the effects of service quality on customer satisfaction, using five dimensions of service quality, that is tangibility, reliability, responsiveness, assurance and empathy and was done for nine months. 
1.7 
Organization of the Study

This study covers five chapters. The first chapter comprises background information of the study, statement of the problem, objectives of the study, research questions also significance of the study and organization of the study. The second chapter covers  definition of key terms, a theoretical literature review, an empirical literature review, a research gap and a conceptual framework. The third chapter covers research methodology including research philosophy, research approach, research design and strategy, area of the study, population of the study, sample and sampling techniques, data collection methods, data collection tools, data analysis, variables and measurement procedures, validity, reliability and ethical consideration. Chapter four covers findings and discussion and last chapter,chapter five covers summary of main findings, conclusion, implications, recommendations and areas for further studies.

CHAPTER TWO

LITERATURE REVIEW

2.1 
Overview 
This chapter covers various definition of key concepts, provides theoretical framework of the study, the empirical literature, identifies a research gap as well as providing a conceptual framework for this study.

2.2
Definition of Key Concepts 

The following are definition of key concepts in the study

2.2.1 Service Quality

Service quality is  defined as the customer’s assessment of how well a delivered service meets their expectations. According to Parasuraman, Zeithaml, and Berry (1985), service quality is "the degree and direction of discrepancy between consumers’ perceptions and expectations." This definition emphasizes the gap between what customers expect and what they perceive they have received, which forms the basis for assessing service quality in various service industries.Another widely cited definition is provided by Lewis and Booms (1983), who described service quality as “a measure of how well the service level delivered matches customer expectations.” This view aligns with the understanding that high-quality service fulfills or exceeds customer expectations.

2.2.2 Tangibility (tangibles)

The "Tangibles" dimension refers to the physical aspects of the bank, such as facilities, equipment, and staff appearance ((Zeithaml & Berry, 2006). Since services are tangible, customers derive their perception of service quality by comparing the tangible associated with these services provided. It is the appearance of the physical facilities, equipment, personnel and communication materials (Zeithaml & Berry, 2006). According to this study,tangibility is defined as the physical aspects of the bank (facilities, equipment, appearance of personnel, and digital platforms).

2.2.3 Reliability

Reliability is the ability to perform the promised service dependably and accurately. Reliability means that the company delivers on its promises-promises about delivery, service provision, problem resolutions and pricing (Zeithaml & Berry, 2006). Customers want to do business with companies that keep their promises, particularly their promises about the service outcomes and core service attributes. Accordingthis study, reliability is defined as the bank's ability to consistently perform promised services accurately and dependably.

2.2.4
Responsiveness

Responsiveness is the willingness to help customers and provide prompt service (Zeithaml & Berry, 2006). This dimension emphasizes attentiveness and promptness in dealing with customer’s requests, questions, complaints and problems. Responsiveness is communicated to customers by length of time they have to wait for assistance, answers to questions or attention to problems. According to this study,responsiveness is the bank's ability to quickly respond to customer inquiries and provide timely services,
2.2.5
Assurance

It means to inspire trust and confidence. Assurance is defined as employees’ knowledge of courtesy and the ability of the firm and its employees to inspire trust and confidence (Zeithaml & Berry, 2006). This dimension is important for the services that the customers perceives as involving high rising and/or about 

which they feel uncertain about ability to evaluate. According to this study assurance refers to the bank staff's knowledge, competence, courtesy, and ability to inspire confidence in customers.

2.2.6 
Empathy

It means to provide caring individualized attention the firm provides its customers (Zeithaml & Berry, 2006). Empathy is an additional plus that the trust and confidence of the customers and at the same time increase the loyalty. In this competitive world, the customer’s requirements are rising day after day and it is the companies’ duties to their maximum to meet the demands of customers, else customers who do not receive individual attention will search elsewhere. In this study, empathy involves understanding customer needs and providing personalized service, making clients feel valued and supported in their financial matters, According to this study, empathy, refers to the bank's ability to provide personalized attention, understand customers’ needs, and show care for their well-being.

2.2.7 Customer Satisfaction

Customer satisfaction is defined as the ability that an organization possesses to meet the needs of their customers on a regular basis (Gong & Yi,  2018). When someone receives a performance or result that meets their expectations, they are said to be satisfied. Accordingly, the relative levels of perceived performance and expectations determine satisfaction.In the banking industry, customer satisfaction is the degree to which clients believe the bank's offerings, services, and overall experience satisfy their requirements and expectations. It is a gauge of a bank's performance in areas like service quality, which includes providing prompt, courteous customer care through phone, online, and in-branch channels.

According to this study,customer satisfaction, is a measure of how well a product or service meets or surpasses customer expectations.It is adopted from Oliver (1980). It is an emotional response that reflects whether a customer feels content, pleased, or delighted by the service experience.
2.3 
Theoretical Framework

This study uses two theories.The first is Expectancy Dis-confirmation Theory and the second is SERVQUAL model. 

2.3.1
 Expectancy-Disconfirmation Theory

Expectancy-Disconfirmation Theory (EDT) is a well-known model in consumer behavior and satisfaction research, explaining how customer satisfaction is influenced by the difference (or “disconfirmation”) between their expectations and the actual performance of a product or service. This theory has been widely used to understand satisfaction in various contexts, including service quality. Expectancy-Disconfirmation Theory was formalized in the 1970s, with roots in earlier consumer behavior research. Richard Oliver is one of the most notable pioneers, who expanded and articulated the theory in the 1980s. His work in 1980 further popularized the model, framing it as a fundamental approach to understanding customer satisfaction and loyalty.Consumers enter a transaction with certain expectations regarding the product or service performance.

Perceived Performance: After experiencing the product or service, consumers form a perception of its actual performance.Disconfirmation: Disconfirmation occurs when there is a difference between expected and actual performance, which can be:Positive Disconfirmation: When performance exceeds expectations, leading to satisfaction.Negative Disconfirmation: When performance falls short of expectations, leading to dissatisfaction.Satisfaction: Satisfaction is the result of the disconfirmation process, where positive disconfirmation typically increases satisfaction, and negative disconfirmation reduces it.

2.3.2
The Strengths of Expectancy-Disconfirmation Theory
EDT has been widely applied across various sectors, such as retail, services, and online commerce, due to its simplicity and flexibility.By focusing on expectations, EDT aligns closely with customer perceptions, making it highly relevant for studies in customer satisfaction. EDT effectively predicts customer satisfaction by addressing both expectations and performance, providing insights into areas that directly impact consumer loyalty. EDT has served as a foundation for developing other theories, such as the SERVQUAL model and Technology Acceptance Model (TAM), by integrating expectations and performance.

2.3.3
 Weaknesses of Expectancy-Disconfirmation Theory
Measuring expectations accurately can be challenging, as they may be vague, implicit, or vary across contexts and individuals.Moreover, some consumers may rationalize or adjust their perceptions of performance after purchase to avoid cognitive dissonance, potentially skewing disconfirmation results. Another weakness is that it focuses too much on pre-existing expectations may overlook other factors influencing satisfaction, such as individual personality traits or situational influences.EDT may not fully capture extreme cases, such as unexpected delight, which may arise from factors other than positive disconfirmation.

2.3.4
 SERVQUAL Model

The SERVQUAL model, developed by Parasuraman, Zeithaml, and Berry in 1985, is a widely used tool for assessing service quality. It focuses on the gap between customer expectations and their perception of the service received, offering a structured approach to understanding and improving service quality. Parasuraman, Valarie Zeithaml, and Leonard Berry proposed the model in 1985, with further refinements made in 1988 and subsequent years.

The model was designed to measure service quality by identifying and quantifying the gaps between customer expectations and their perceptions of the actual service delivered.Initial concept was initiated in 1985,whereby the model identified ten determinants of sevice quality.Refinement to five dimensions  was done in (1988): After empirical testing and factor analysis, these ten determinants were condensed into five dimensions:tangibles: Physical appearance of facilities, equipment, and staff. reliability: Ability to deliver promised service dependably and accurately. responsiveness: Willingness to help customers and provide prompt service. assurance: Knowledge, courtesy of employees, and their ability to inspire trust and confidence. and empathy: Providing individualized attention and care to customers.

The SERVQUAL model uses a questionnaire format with 22 items to measure these five dimensions. It has been refined and adapted in various industries, including banking, hospitality, and retail, to assess service quality more effectively.

2.3.5
Strengths of the SERVQUAL Model
The SERVQUAL model has the strength as well as weaknesses. One of the strength of the model is that it can be adapted across different service industries and modified for various contexts, making it highly flexible.Moreover, the SERVQUAL provides insights into specific service gaps, guiding organizations to address particular aspects of service that need improvement. By focusing on customer perceptions and expectations, it captures the customer’s view of service quality, aligning well with customer satisfaction goals. SERVQUAL model is a practical tool for managers to identify and work on areas that need improvement, enhancing the overall service quality.

2.3.6
Weaknesses of the SERVQUAL Model
Despite of having the strength, the model has several weaknesses. Firstly, the model is more effective in measuring current service quality rather than predicting future service performance or quality improvements. Also in some cases, SERVQUAL may not fully capture the complexities of certain service industries, especially in highly technical fields where customer expectations and satisfaction determinants may differ. Moreover, relying on expectations can be problematic, as customers may have unrealistic or ambiguous expectations, making it challenging to define and measure accurately. Furthermore,the model may not be equally effective across all cultural contexts, as customer perceptions and expectations of quality can vary significantly between regions.

Despite of these weaknesses the model is  applied in researches in banking sector. In this study, NMB Bank Plc uses SERVQUAL to measure how well their services align with customer expectations, which directly impacts customer satisfaction. By comparing expected versus perceived service, NMB Bank Plc can pinpoint where gaps exist and which areas need attention—whether in responsiveness, reliability, or empathy. Moreover, understanding and addressing service quality gaps can help NMB Bank Plc to build trust, leading to higher customer loyalty and retention. Furthermore, banks can utilize SERVQUAL scores to benchmark their performance against industry standards or competitors.With insights gained from SERVQUAL, banks can redesign processes, retrain staff, and enhance physical facilities to improve service quality dimensions like tangibles and assurance, all of which contribute to a positive customer experience.

2.3.7
Service Quality and Customer satisfaction 

Service quality and customer satisfaction are closely linked concepts that both play pivotal roles in influencing customer loyalty, trust, and repeat business (Kushwaha & Agrawal, 2020). While they are distinct, the relationship between them has been explored extensively in academic and professional literature.Satisfaction is the state felt by a person who has experienced a performance or outcome that has fulfilled his or her expectations. Satisfaction is thus a function of relative levels of expectation and perceived performance.
2.4   Empirical Literature Review
Different authors have different views on the relationship between service quality and customer satisfaction. 

2.4.1
Effects of Tangibles on Customer Satisfaction
Kushwaha and Agrawal (2020) conducted a study in India to examined how tangibles (physical facilities, equipment, personnel appearance) impact customer satisfaction in the retail sector in India. They use a sample of 126 respondents.They tested hypotheses and the design used was explanatory design also using positivist philosophy. It found that modern infrastructure and well-maintained physical facilities positively influence customer satisfaction.Moreover,tangibles, such as the physical facilities, equipment, and appearance of personnel, create a first impression and set customer expectations. 

Kushwaha and Agrawal (2021) researched on the impact of service quality on customer satisfaction. They used a sample of 100 respondents who responded to distributed questionnaires.Methodology used was correlation and regression analysis. Findings indicated that customers perceive better service quality when physical infrastructures are aesthetically appealing and up to date.

Ali and Anwar (2022) conducted a study to evaluate the impacts of service quality dimensions on customer satisfaction. In their comprehensive study  the authors conclude that integrating technology with traditional service quality dimensions (such as using AI to improve responsiveness) is becoming increasingly important in shaping customer satisfaction.

Omar et al. (2021) conducted a study to examine how  service quality in tourism impact customer satisfaction.They found that all five dimensions are crucial for shaping visitor satisfaction. However, the weight of each dimension varies based on cultural differences.

Ali et al. (2022) conducted a study in Pakistan to examine the effects of service quality on customer satisfaction in Health care sector. Tangibles, including cleanliness and modern equipment, were found to significantly enhance patient satisfaction. Ali et al. (2022) emphasize that clean, modern, and well-maintained facilities in hospitals significantly enhance patient satisfaction.Due to these arguments,and using sequavol model,the following hypotheses was developed

H1: Tangibles have a positive effect on customer satisfaction in the banking industry.

2.4.2 
Effects of Reliability on Customer Satisfaction
Chang et al. (2021) conducted astudy focusing on the airline industry in Taiwan.The study used a sample of 243 respondents who were customers or passengers in Taiwan.The study used descriptive and inferential statistics.Foindings indicated that  that reliability—such as providing services as promised and on-time performance—is a key factor in boosting customer loyalty and satisfaction.

Hossain and Islam (2023) conducted a study on the banking sector in Bangladesh to examine the effects of service quality on customer satisfaction.The findings showed that customers highly value consistent service delivery, error-free transactions, and fulfillment of promises as factors driving their satisfaction.Moreover the study found that there is a positive relationship between tangibles, reliability and responsiveness and customer satisfaction.By using servqual model,the following hypotheses was developed

H2: Reliability has a positive effect on customer satisfaction in the banking industry.
2.4.3
 Effects of  Responsiveness on Customer Satisfaction

Nisar and Prabhakar (2017) conducted a study on the context of online retail.They used a sample of 239 retail customers in Bangladesh.Using regression analysis,they found that timely responses and the willingness to help customers significantly affect customer satisfaction, particularly in e-commerce environments.

Ahmed et al. (2020) conducted a study in the telecommunications sector in Nigeria to examine how service quality impact customer satisfaction.They use a sample size of 123 respondents of one telecommunication company.In testing hypotheses,the findings indicated that promptness in addressing customer queries or complaints directly enhances customer satisfaction and retention.Using servqual model,the following hypotheses was developed

H3: Responsiveness has a positive effect on customer satisfaction in the banking industry.
2.4.4
Effects of Assurance on Customer Satisfaction
Khan et al. (2020) conducted a study in Malaysia to examine the effects of service quality on customer satisfaction in the hospitality industry.The findings indicated that  customers are more satisfied when they feel that employees are knowledgeable and able to instill confidence in the services provided.

Another study was conducted by Phan et al. (2021) in Vietnam to examine the effects of service quality on customer satisfaction in Vietnam’s banking sector.The study emphasizes that customer satisfaction is significantly influenced by the assurance dimension, particularly when employees exhibit professionalism and strong communication skills.Due to these arguments,and using servqual model,the following hypotheses was developed

H4: Assurance has a positive effect on customer satisfaction in the banking industry.
2.4.5 
Effects of Empathy on Customer Satisfaction
Ariffin et al. (2018) conducted a study to examine the effects of service quality on customer satisfaction in the hotel industry in Malaysia.The authors found that empathy personalized attention and caring attitudes leads to higher levels of customer satisfaction, especially among repeat customers.

Agyapong and Acquaah (2021) conducted a study on the education sector in Ghana to examine the effects of sevice quality on students satisfaction.The findings indicated that that students’ satisfaction is strongly influenced by empathetic behavior from administrative and academic staff, particularly when personal needs and concerns are met with care.Due to these arguments,and using servqual model,the following hypotheses was developed

H5: Empathy has a positive effect on customer satisfaction in the banking industry.
2.5 
Research Gap

Despite the widespread use of the SERVQUAL model across various industries and geographies, critical gaps persist in understanding the nuanced effects of tangibility, reliability, responsiveness, assurance, and empathy on customer satisfaction. Current literature largely overlooks under-researched regions, such as East Africa and Latin America, and fails to address emerging industries where service quality plays a critical role, such as public services and digitalized sectors ( Mboma, 2021; Khamis & Rashid, 2018; Tegambwage & Kasoga, 2022). Additionally, the impact of technological integration on traditional service dimensions remains unclear, and little is known about the interdimensional relationships that may shape customer satisfaction more holistically. Finally, most existing research is cross-sectional, leaving a gap in longitudinal studies that could capture the evolving nature of service quality in the context of changing customer expectations and service delivery mechanisms.

2.5.1 
Contextual Gap
Existing studies primarily focus on specific regions such as South Asia (India, Pakistan, Bangladesh), Southeast Asia (Malaysia, Vietnam), and parts of Africa (Nigeria, Ghana) (Harazneh et al., 2020; Abdallah & Khan, 2021; Kasiri et al.2017). There is limited research exploring the impact of these service quality dimensions on customer satisfaction in other geographical contexts, such as East Africa and Latin America. Customer expectations and perceptions of service quality can vary significantly based on cultural, economic, and social factors. Thus, the effects of the five SERVQUAL dimensions on customer satisfaction in under-researched regions remain unclear.

2.6
Conceptual Framework 

Increasing commercial competitiveness often puts strain on many business entities, including banks. Companies are coming up with plans to keep their clients. Enhancing the caliber of services or goods is a key tactic for keeping clients. According to Zeithaml et al. (1990) and Parasuraman et al. (1985), providing clients with high-quality services is the primary tactic for every corporate institution's survival and success. Although several authors have argued over the five aspects, the researcher for this study believes they are still relevant and can help in understanding and assessing the quality of products or services. 
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Figure 2.1:  Conceptual framework
The factors listed above, however, were examined as independent and dependent variables. 
Independent variables include reliability, assurances, responsiveness, empathy and tangibles. Customer satisfaction is a dependent variable.
CHAPTER THREE
RESEARCH METHODOLOGY

3.1 
Overview

This chapter provides the research philosophy, research design, research approach and strategy, area of he research, ,target population,sampling procedures and sample size, data collection methods, research tools, reliability and validity of research tools,data measurement and procedures.Moreover, it presents data analysis and research ethics.

3.2 
Research Philosophy

This study used positivist philosophy.Positivist philosophy is a school of thought that emphasizes empirical evidence and the scientific method as the only valid sources of knowledge. Developed primarily by Auguste Comte in the 19th century, it rejects metaphysics and subjective interpretations, advocating that knowledge should be based on observable, measurable facts and their relationships. Positivism is widely applied in various fields, especially those relying on scientific and systematic research methodologies (Saunders et al., n2019). This study used positivism research philosophy because it uses statistical, mathematical, or computational techniques to analyze data. Moreover, this philosophy fits this study because it uses data collection methods that are objective, measurable, and replicable follow positivist principles.

3.3 
Research Design

The conceptual framework that guides research is known as a research design, and it serves as a guide for data collection, measurement, and analysis (Kothari, 2006). Additionally, Kothari (2006) argued that a good research design maximizes the dependability of data gathering while minimizing bias. The research design for this study involves  explanatory research design .

3.4 
Research Approaches

Based on the nature of this study, it falls in the quantitative research methods.  Quantitative research is a systematic investigation that primarily focuses on quantifying relationships, behaviors, phenomena, or variables. It involves collecting and analyzing numerical data to identify patterns, averages, predictions, or generalizations. This method uses mathematical, statistical, and computational techniques to derive results that can be presented in a concise, objective, and replicable manner.

3.5 
Area of Study

NMB Bank PLC branch at  Korogwe District in Tanga region  was the area of the study. The area was chosen because  Korogwe District in Tanga Region represents a semi-urban setting that can provide valuable insights into the banking experiences of customers outside major urban centers like Dar es Salaam. Studying service quality in this context can highlight how banks serve customers in less centralized regions, where banking infrastructure and service expectations may differ from those in urban areas. Moreover, research in this district can evaluate whether NMB’s service quality dimensions (tangibility, reliability, responsiveness, assurance, and empathy) effectively address customer needs in less densely populated regions, contributing to the bank's overall performance and policy development.
3.6 
Population of the Study

According to Kothari (2006), population refers to the entire group of individuals, objects, or events that possess a common characteristic and are the focus of a research inquiry. In other words, it is the totality of items under consideration in any field of study. The population can be finite or infinite, depending on the number of units it contains. In this study population is 380 customers of NMB Bank Plc in Korogwe district (NMB Plc report, 2023)

3.7 
Sampling Design and Sample Size

3.7.1
 Sampling Design
Customers of NMB Bank Plc were important study participants. Because they are the ones who use bank services from NMB Bank Plc. Convenient sampling was employed by the researcher to choose clients of NMB Plc in the Korogwe district.
3.7.2 
Sample Size

To determine the population size using the Yamane (1967) formula, we first need to understand the formula itself, which is commonly used to calculate sample size given a known population size. The formula is:

n=N/(1+N(e)2)​
Where:

n = sample size 

N = population size (in this case 380 customers),

e = margin of error (usually set at 5% or 0.05 for a 95% confidence level).

Rearranging the formula to solve for n:

n=N/(1+N(e)2)​
We calculate the sample size using a 5% margin of error (e=0.05) and the population size (N=380).

n=380/(1+380(0.05)2)​= 195

Hence the sample size for this study was 195 customers at Korogwe NMB Bank Plc

3.8 
Data Collection Methods

The study employed primary data collection method. 
3.8.1 
Primary Data 
According to Kothari (2006), primary data is the first data obtained directly from the field. In order to collect primary data from the study, researcher used questionnaires. 

3.8.2
Data Collection Tools 

The researcher used questionnaires to collect data from bank customers. The questionnaire consisted two parts. The first part was closed ended questions which measured demographic characteristics of respondents and the second part consisted of five point Likert scale statements which aimed at measuring perceptions of respondents regarding specific objectives.
3.9 
Validity and Reliability of research tools

3.9.1 
Validity 

According to Saunders et al. (2019), validity pertains to the veracity of the findings regarding their apparent subject matter. This demonstrates the accuracy of measurement means and whether they are indeed measuring the things they were designed to measure. The researcher in this study used reasonable judgment to confirm that the measure was in fact related to the construct under study (face validity) and made sure that the items in the measure were sufficiently captured by the domain of the construct under study (content validity).Additionally, surveys were given to supervisors or experts who evaluated the questions to determine whether they measured the intended outcomes.
3.9.2 
Reliability

The degree to which data collection techniques produce consistent outcomes is known as reliability (Kothari, 2014). The researcher conducted a reliability test before beginning a regression analysis. Usually, this is done to prevent the acquisition of erroneous regression results. Cronbach's Alpha, a measure of internal consistency, was used to assess the reliability of the data gathering tool. The Cronbach's Alpha value is frequently used to confirm the construct's dependability. According to Saunders et al. (2019), satisfactory internal consistency is shown when Cronbach's alpha is higher than 0.7. 

3.9.2.1 Results from Test of Reliability using Cronbach Alpha

The study results on Table 3.1 indicate the outcome from running reliability test.It showed that all constructs are reliable. The coefficients of the alpha values on each construct exceed 0.7 as a bench-mark. Trochim (2021) suggests that the reliability outcome from the variables under study is assured when the alpha coefficient is 0.7 or more which is the outcome noted on this test in this study. 
Table 3.1:
Cronbach Alpha Results 

	Variables 
	Number of Items
	Cronbach's Alpha Coefficient

	Tangibles
	6
	0.897

	Responsiveness
	6
	0.869

	Reliability
	6
	0.765

	 Assurance
	6
	0.845

	 Empathy
	6
	0.798

	Customer Satisfaction
	6
	0.876


Source:Field data (2024)

3.10  
Data Analysis 

In order to get percentages for the purpose of interpretation in order to ascertain the intrinsic facts, the raw data that was gathered through surveys was edited, divided into simple portions, facts were consistently gathered, uniformly categorized, and then placed into tables. The results were examined and interpreted in light of the goals, difficulties, and hypotheses of the study. The descriptive statistics included kurtosis, mean, standard deviation, and skewness. Regression analysis and correlation analysis were used in inferential statistics.
3.10.1 
Multiple regression Assumptions

Four assumptions of multiple linear regression models were assessed for variables, including, multicollinearity, outliers, linearity, and normality of the variables.

3.10.2
 Normality Test

The normality of the variables was assessed through the Shapiro-Wilk test, a statistical method used to determine whether data follows a normal distribution.

3.10.3 
 Multicollinearity Test

In regression analysis, multicollinearity happens when predictor variables have a high degree of correlation, which lessens the model's uniqueness and independence. Model fitting and interpretation are made more difficult by this association. The variance inflation factor (VIF), which gauges the degree of correlation between predictor variables, is frequently used by researchers to find multicollinearity. 
3.11 
Ethical Consideration

Permission to conduct this study was obtained from relevant authorities. These included introduction letter from Directorate of Post Graduate Studies (DPGS) of the Open University of Tanzania and the permission to collect data from NMB Bank Plc at Korogwe district in Tanga region. In addition to that the respondents was assured of the confidentiality of the information that provided to the researcher.Also the researcher consider to not use fabrication of data and where other authors material was used the research cite the authors.

CHAPTER FOUR

FINDINGS, ANALYSIS AND DISCUSSION

4.1 
Overview

This chapter covers the findings of the study obtained from the field through the selected respondents for the study. The chapter consists of findings from demographic characteristics of the respondents,findings from research specific objectives and then end up with the discussion of findings. 

4.2 
Response  Rate

To make sure the real data would be helpful for analysis, the response rate was tracked. The percentage that the respondents provided answers to the questions that the researcher distributed is known as the response rate. Only 184 questionnaires out of 195 were collected.This was 94.4% of all questionnaires distributed, and according to Kothari (2014) it is reasonable rate.

4.3 
Demographic Characteristics of Respondents

The demographic characteristics of the respondents assessed by the study include age, gender, educational level and user experience. The descriptions of respondents’ demographic characteristics are in sections 4.3.1, 4.3.2, 4.3.3 and 4.3.4.

4.3.1   Gender of Respondents

Table 4.1 shows the demographic characteristics of the respondents  involved in this study. Concerning the gender of the respondents,the result showed that 97 (52.4%) of all respondents were males while 87 (47.6%) were females.  This shows that NMB Bank Plc customers who uses NMB services does not differ very much when using gender lens as a measure of distribution by gender.
4.3.2   Age of Respondents
The study found that most respondents 60 (32.4%)   belonged to age group of 31-40 years, followed by 55 (29.7%) who are in the age group of 21-30 years    (Table 4.1). A few of the respondents (15%) belongs to the age group of 51-60 years. indicating that young and middle-aged adults make up a large portion of NMB Bank's customer base in Korogwe.A significant portion of the sample (around 52.1%) falls between the ages of 21 and 40, which could indicate that this age group is the most active in banking services.NMB Bank could tailor its service offerings to meet the needs of the 21-40 age group, which might prioritize convenience, digital banking, and quick service.For older age groups (41-60 and above), there may be a focus on personalized services or more traditional banking options.
4.3.3 Education Level of Respondents

Table 4.1 presents the highest education level of  respondents. Education level had been considered by the researcher as it determines understanding of issues in hand.The results indicated that  (50%) of all surveyed respondents of the study were bachelor degree holders followed by 30 (33%) of all surveyed respondents had master degree holders, 10 (11%) of all surveyed respondents attained diploma education and 5 (6%) of all surveyed respondents attained certificate education. 

4.3.4
Service User Experience
The findings indicated that customers with user experience of 5 years and less: 40 respondents (21.6%).More than half (54.1%) of the respondents have used NMB Bank’s services for 6-10 years, indicating a strong base of relatively experienced customers.A significant portion of customers (21.6%) have less than 5 years of experience, while 24.3% have more than 10 years of experience. This implies that customers with 6-10 years of experience are likely to have formed clear expectations regarding service quality and satisfaction. Their feedback can provide valuable insights into how well the bank has been performing over time. Newer customers (5 years and less) may have different expectations, possibly influenced by first impressions, while more experienced customers (11-15 years and above) may provide insights into long-term customer satisfaction and loyalty.

Table 4. 1:
Distribution of Respondents According to Demographic Characteristics

	Variable
	Option
	Frequency
	Percent

	 Gender
	Male
	97
	52.4

	
	Female
	87
	47.6

	
	Total
	184
	100

	Age
	Below 21 years
	5
	2.7

	
	21-30
	55
	29.7

	
	31-40
	60
	32.4

	
	41-50
	37
	20

	
	51-60
	18
	9.7

	
	Above 60 years
	9
	5.5

	
	Total
	184
	100

	Educational Level
	Primary education
	10
	5.4

	
	Secondary education
	35
	18.9

	
	Certificate
	30
	16.2

	
	Diploma
	45
	24.3

	
	Bachelor degree 
	53
	28.6

	
	Master degree 
	9
	5.4

	
	Phd
	2
	1.2

	
	Total
	184
	100

	Service User Experience
	 5 years and less
	40
	21.6

	
	6-10 years
	100
	54.1

	
	11-15 years
	27
	14.6

	
	More than 15 years
	17
	9.7

	
	Total
	184
	100


Source: Field  Data (2024)

4.4 
Descriptive Statistics

In table 4.2 descriptive statistic showed that most of the statements have high mean values (around 4.0), indicating that respondents generally agree or strongly agree with the statements, reflecting positive perceptions of the bank’s services.The standard deviations range from 0.44 to 0.85, showing moderate variability in responses, meaning while most customers agree, some variation exists in satisfaction levels. 

Table 4. 2: 
Overall Descriptive Statistics

	Variable
	Mean
	Std Dev
	Skewness
	Kurtosis

	TAN1
	3.96
	0.7
	-0.29
	-0.13

	TAN2
	4.21
	0.54
	-0.02
	0.42

	TAN3
	3.82
	0.78
	-0.04
	0.33

	TAN4
	4.18
	0.65
	0.12
	-0.67

	TAN5
	4
	0.78
	0.14
	-0.2

	TAN6
	3.63
	0.85
	0.08
	-0.46

	REL1
	4.24
	0.44
	-0.25
	0.1

	REL2
	4
	0.6
	0.07
	-0.22

	REL3
	4.3
	0.51
	-0.17
	-0.02

	REL4
	4.04
	0.58
	0.06
	-0.21

	REL5
	3.93
	0.72
	0.12
	-0.22

	REL6
	4.2
	0.48
	0.41
	0.31

	RES1
	4.02
	0.59
	0.17
	-0.09

	RES2
	4.01
	0.61
	0.12
	0.21

	RES3
	4.18
	0.58
	-0.1
	-0.11

	RES4
	3.92
	0.73
	-0.08
	0.06

	RES5
	4.08
	0.66
	0.23
	-0.16

	RES6
	4.11
	0.62
	-0.31
	0.17

	ASS1
	3.96
	0.69
	-0.19
	0.07

	ASS2
	4.23
	0.54
	0.08
	0.31

	ASS3
	3.86
	0.71
	-0.05
	-0.35

	ASS4
	4.14
	0.65
	-0.2
	-0.36

	ASS5
	4.01
	0.72
	-0.22
	-0.18

	ASS6
	3.85
	0.77
	-0.1
	-0.01

	EMP1
	4.12
	0.57
	-0.21
	-0.12

	EMP2
	3.88
	0.7
	0.05
	-0.63

	EMP3
	4.1
	0.6
	-0.07
	0.16

	EMP4
	4.05
	0.58
	0.07
	0.4

	EMP5
	4.23
	0.55
	0.25
	0.18

	EMP6
	3.97
	0.78
	0.21
	-0.37

	CUSTS1
	4.22
	0.48
	-0.45
	-0.23

	CUSTS2
	4.05
	0.58
	0.23
	-0.01

	CUSTS3
	4.1
	0.53
	-0.38
	1.15

	CUSTS4
	4.18
	0.54
	0.07
	-0.24

	CUSTS5
	4.15
	0.63
	0.01
	-0.56

	CUSTS6
	4.06
	0.69
	-0.03
	-0.12


Source: Field data (2024)
Where: TAN=Tangibles, REL=Reliability, RES= Responsiveness, ASS= Assurance EMP= Empathy,  CUSTS =Customer Satisfaction

4.5
 Results According to Research Objectives

The following are the results according to the research Objectives

4.5.1
 Effects of Tangibles on Customer Satisfaction

According of the results as shown in Table 4.3, most respondents rated the bank’s physical facilities, equipment, and staff appearance positively, with high frequencies in the 4 (Agree) and 5 (Strongly Agree) categories. For instance, 67.1% of respondents agree or strongly agree that the bank’s physical facilities are visually appealing. There is a smaller percentage who are less satisfied with the visual appeal of digital platforms (12.9% rated 1 or 2), indicating an area for improvement.

Table 4. 3: 
Effects of Tangibles on Customer Satisfaction

	Code
	Statement
	1
	2
	3
	4
	5

	TAN1
	The bank’s physical facilities are visually appealing.
	10 (5.4%)
	20 (10.8%)
	30 (16.2%)
	70 (37.8%)
	54 (29.3%)

	TAN2
	The bank’s equipment is modern and well-maintained.
	5 (2.7%)
	15 (8.1%)
	40 (21.6%)
	75 (40.5%)
	49 (26.6%)

	TAN3
	The bank’s printed materials are clear and professional.
	3 (1.6%)
	12 (6.5%)
	25 (13.5%)
	80 (43.2%)
	64 (34.6%)

	TAN4
	Bank staff are well-dressed and appear professional.
	2 (1.1%)
	8 (4.3%)
	20 (10.8%)
	90 (48.6%)
	64 (34.6%)

	TAN5
	The bank provides a comfortable and clean environment.
	4 (2.2%)
	16 (8.6%)
	30 (16.2%)
	72 (39.1%)
	62 (33.7%)

	TAN6
	The bank’s digital platforms are visually appealing and easy to navigate.
	6 (3.2%)
	18 (9.7%)
	45 (24.3%)
	70 (37.8%)
	45 (24.3%)


Source: Field data(2024)

Note: TAN = Tangibles 1 through 6

4.5.2
 Effects of Reliability on Customer Satisfaction
Table 4.4 shows results according to research objective two.According to table 4.4, a large portion of respondents (over 70%) agree or strongly agree that the bank provides reliable services, processes transactions without errors, and keeps its promises.However, there is a small segment (10-15%) who are neutral or dissatisfied with the bank’s reliability, suggesting potential areas for improvement in accuracy and dependability.

Table 4. 4: 
 Effects of Reliability on Customer Satisfaction
	Code
	Statement
	1
	2
	3
	4
	5

	REL1
	The bank consistently provides accurate services.
	5 (2.7%)
	10 (5.4%)
	20 (10.8%)
	80 (43.2%)
	69 (37.8%)

	REL2
	Transactions at this bank are processed without errors.
	6 (3.2%)
	15 (8.1%)
	30 (16.2%)
	70 (37.8%)
	63 (34.1%)

	REL3
	The bank keeps its promises.
	7 (3.8%)
	12 (6.5%)
	30 (16.2%)
	75 (40.5%)
	60 (32.4%)

	REL4
	I can rely on this bank for all my financial needs.
	4 (2.2%)
	9 (4.9%)
	30 (16.2%)
	80 (43.2%)
	61 (33.2%)

	REL5
	The bank provides services as advertised.
	5 (2.7%)
	13 (7.0%)
	25 (13.5%)
	85 (46.0%)
	56 (30.3%)

	REL6
	The bank’s staff is dependable and trustworthy.
	3 (1.6%)
	11 (6.0%)
	28 (15.1%)
	85 (46.0%)
	57 (31.3%)


Source: Field data (2024)

Note: REL = Reliability

4.5.3  Effects of Responsiveness on Customer Satisfaction
Table 4.5 shows results according to research objective three.Table 4.5 shows the results of the effects of responsiveness.According to the results, respondents show that they are generally satisfied with the bank’s responsiveness, as 69% agree or strongly agree that staff respond quickly and handle customer issues.However, there is room for improvement in complaint handling and online platform responsiveness, as about 14-18% of respondents are neutral or dissatisfied in these areas.

Table 4. 5: Effects of Responsiveness on Customer Satisfaction

	Code
	Statement
	1
	2
	3
	4
	5

	RES1
	Bank staff respond quickly to customer inquiries.
	7 (3.8%)
	20 (10.8%)
	30 (16.2%)
	70 (37.8%)
	57 (31.3%)

	RES2
	The bank promptly handles customer complaints and issues.
	8 (4.3%)
	25 (13.5%)
	35 (18.9%)
	65 (35.1%)
	51 (27.7%)

	RES3
	Bank employees are willing to help customers at all times.
	6 (3.2%)
	14 (7.6%)
	25 (13.5%)
	70 (37.8%)
	69 (37.8%)

	RES4
	The bank provides timely services.
	5 (2.7%)
	12 (6.5%)
	40 (21.6%)
	75 (40.5%)
	52 (28.7%)

	RES5
	The bank offers prompt solutions when I face problems.
	6 (3.2%)
	18 (9.7%)
	35 (18.9%)
	75 (40.5%)
	50 (27.0%)

	RES6
	The bank’s online platforms allow quick access to services.
	4 (2.2%)
	12 (6.5%)
	45 (24.3%)
	70 (37.8%)
	53 (28.7%)


Source: Field data (2024)

Note:RES = Responsiveness

4.5.4  Effects of Assurance on Customer Satisfaction
Table 4.6 shows results according to research objective four.Results in Table 4.6 indicate that customers generally trust the bank’s staff, as most respondents rated assurance-related statements positively, with over 70% agreeing or strongly agreeing that staff are competent, knowledgeable, and polite. A small percentage (around 10%) are not fully confident in the bank’s ability to securely manage transactions.

Table 4. 6: 
Effects of Assurance on Customer Satisfaction
	Code
	Statement
	1
	2
	3
	4
	5

	ASS1
	The bank’s staff are knowledgeable and competent.
	3 (1.6%)
	9 (4.9%)
	20 (10.8%)
	80 (43.2%)
	72 (39.1%)

	ASS2
	I trust the bank to manage my financial transactions securely.
	4 (2.2%)
	10 (5.4%)
	20 (10.8%)
	90 (48.6%)
	60 (32.4%)

	ASS3
	The bank’s staff are polite and courteous.
	3 (1.6%)
	10 (5.4%)
	25 (13.5%)
	80 (43.2%)
	66 (35.7%)

	ASS4
	I feel confident in the services provided by this bank.
	4 (2.2%)
	9 (4.9%)
	30 (16.2%)
	75 (40.5%)
	66 (35.7%)

	ASS5
	The bank provides a sense of security when conducting financial transactions.
	5 (2.7%)
	13 (7.0%)
	30 (16.2%)
	85 (46.0%)
	51 (27.7%)

	ASS6
	Bank staff have the expertise to answer my financial questions.
	6 (3.2%)
	14 (7.6%)
	35 (18.9%)
	75 (40.5%)
	54 (29.3%)


Source: Field data (2024)

Note:ASS = Assurance
4.6.4
Effects of Empathy on Customer Satisfaction
Table 4.7 shows results according to research objective five.According to results in Table 4.7, most respondents feel that bank staff are attentive and provide individual attention, with more than 60% agreeing or strongly agreeing on empathy-related statements.However, there is still a considerable portion of neutral or dissatisfied respondents (around 12-15%) who feel that the bank does not fully understand or cater to their specific financial needs.

Table 4. 7: Effects of Assurance on Customer Satisfaction

	Code
	Statement
	1
	2
	3
	4
	5

	EMP1
	Bank staff give me individual attention when I need it.
	6 (3.2%)
	15 (8.1%)
	30 (16.2%)
	70 (37.8%)
	63 (34.1%)

	EMP2
	The bank understands my specific financial needs.
	8 (4.3%)
	20 (10.8%)
	35 (18.9%)
	75 (40.5%)
	46 (25.0%)

	EMP3
	Bank staff are caring and attentive to my concerns.
	5 (2.7%)
	17 (9.2%)
	30 (16.2%)
	70 (37.8%)
	62 (33.7%)

	EMP4
	The bank offers personalized services tailored to my needs.
	8 (4.3%)
	18 (9.7%)
	35 (18.9%)
	72 (39.1%)
	51 (27.7%)

	EMP5
	The bank is genuinely concerned about my financial well-being.
	7 (3.8%)
	15 (8.1%)
	35 (18.9%)
	80 (43.2%)
	47 (25.5%)

	EMP6
	The bank is flexible and considerate in dealing with my issues.
	5 (2.7%)
	13 (7.0%)
	40 (21.6%)
	80 (43.2%)
	46 (25.0%)


Source:Field data (2024)

Note: EMP = Empathy
4.6.5  Customer Satisfaction at NMB Bank Plc
Table 4.8 shows results according to dependent variable that is  customer satisfaction at NMB Bank plc. According to results in Table 4.8,customer satisfaction at NMB Bank plc at Korogwe is generally high, with 80% of respondents expressing positive satisfaction. However, 10-20% of respondents fall in the neutral or dissatisfied range, indicating potential areas where services could be enhanced to meet or exceed expectations.

Table 4. 8: 
Customer Satisfaction at NMB Bank Plc

	Code
	Statement
	1
	2
	3
	4
	5

	CUSTS1
	I am satisfied with the overall quality of services provided by this bank.
	3 (1.6%)
	9 (4.9%)
	25 (13.5%)
	90 (48.6%)
	57 (31.3%)

	CUSTS2
	The bank’s services meet my expectations.
	4 (2.2%)
	10 (5.4%)
	30 (16.2%)
	75 (40.5%)
	65 (35.3%)

	CUSTS3
	I am happy with the banking experience I receive from this bank.
	5 (2.7%)
	12 (6.5%)
	30 (16.2%)
	70 (37.8%)
	67 (36.4%)

	CUSTS4
	I would recommend this bank to others.
	4 (2.2%)
	10 (5.4%)
	35 (18.9%)
	75 (40.5%)
	60 (32.4%)

	CUSTS5
	I plan to continue using this bank for my financial needs.
	3 (1.6%)
	8 (4.3%)
	30 (16.2%)
	80 (43.2%)
	63 (34.1%)

	CUSTS6
	My interactions with the bank have been consistently positive.
	4 (2.2%)
	12 (6.5%)
	30 (16.2%)
	75 (40.5%)
	63 (34.1%)


Source: Field data (2024)

Note: CUST = Customer Satisfaction

4.7 Correlation Analysis

Correlation analysis in this study was measured using Pearsons correlation coefficient shown in Table 4.9. Findings regarding correlation analysis show that responsiveness and assurance show the highest positive correlation with Customer Satisfaction (0.75 and 0.77, respectively), suggesting that quick responses and assurances of competence greatly influence customer satisfaction.Reliability and Tangibility are also positively correlated with Customer Satisfaction (0.71 and 0.68, respectively), though to a slightly lesser extent.Empathy has the lowest correlation with Customer Satisfaction (0.69), but still shows a strong positive relationship, indicating that understanding customers' specific needs contributes to their satisfaction. This analysis suggests that improving the responsiveness, assurance, and reliability of service could significantly enhance customer satisfaction at NMB Bank PLC. The independent variables exhibit positive relationships, but they are not highly correlated to the extent that multicollinearity would pose a problem for further analysis. The relationships among Assurance, Responsiveness, and Reliability are notably strong, indicating that these dimensions often go hand-in-hand in customer perceptions of service quality.

Table 4. 9: 
Pearson Correlation Coefficient

	 
	1
	2
	3
	4
	5
	6

	Tangibility (1)
	1
	0.65
	0.7
	0.72
	0.6
	0.68

	Reliability(2)
	0.65
	1
	0.67
	0.73
	0.62
	0.71

	Responsiveness (3)
	0.7
	0.67**
	1
	0.78
	0.66
	0.75

	Assurance (4)
	0.72
	0.73
	0.78
	1
	0.7
	0.77

	Empathy (5)
	0.6**
	0.62
	0.66
	0.7**
	1
	0.69

	Customer Satisfaction (6)
	0.68
	0.71
	0.75
	0.77
	0.69
	1


**  significant at the 1% level.

Source:Field data (2024)

4.8    Regression Analysis
The statistical method of regression is used to create models and examine the relationship between dependent and independent variables. Its goal is to ascertain how closely two or more variables are related.

4.8.1 Test of Assumptions of Multiple Linear Regression Model

Four assumptions of multiple linear regression models were assessed for variables, including, multicollinearity, outliers, linearity, and normality of the variables.

4.8.1.1 Normality Test

The normality of the variables was assessed through the Shapiro-Wilk test, a statistical method used to determine whether data follows a normal distribution.

Table 4.10: 
Kolmogorov-Sminorv and Shapiro-WilkTest

	
	Kolmogorov-Smirnova Tests of Normality


	Shapiro-Wilk

	
	Statistic
	df
	Sig.
	Statistic
	df
	Sig.

	Tangibility
	.119
	184
	.036
	.977
	184
	.002

	Reliability
	.227
	184
	.000
	.877
	184
	.000

	Responsiveness
	.130
	184
	.013
	.920
	184
	.001

	Assurance
	.228
	184
	.000
	.879
	184
	.000

	Empathy
	
	
	
	
	
	

	Customer satisfaction
	.166
	184
	.000
	.927
	184
	.001

	a. Lilliefors Significance Correction


Source:Field data (2024)

The study assessed the normality of the dependent variable, which was the Customer satisfaction and how it is affected by tangibility, reliability,responsiveness, assurance and empathy. Both the Kolmogorov-Smirnov and Shapiro-Wilk tests were conducted. The normality test results indicated that the data for the Mentoring implementation, Job Rotation and Coaching influences Employee Performance adopted as the Dependent variable were normally distributed. This was evident by the p-values obtained from both the Kolmogorov-Smirnov and Shapiro-Wilk tests, which were less than the level of significance (α = 0.05), with values of p> 0.001.

Table 4. 11:  Residuals Statistics

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	1.6988
	4.8587
	3.7028
	.59023
	184

	Std. Predicted Value
	-3.395
	1.958
	.000
	1.000
	184

	Standard Error of Predicted Value
	.048
	.163
	.085
	.028
	184

	Adjusted Predicted Value
	1.5653
	4.8612
	3.7031
	.59382
	184

	Residual
	-1.02897
	.53321
	.00000
	.33632
	184

	Std. Residual
	-2.981
	1.545
	.000
	.974
	184

	Stud. Residual
	-3.130
	1.605
	.000
	1.012
	184

	Deleted Residual
	-1.13426
	.60140
	-.00028
	.36307
	184

	Stud. Deleted Residual
	-3.414
	1.629
	-.008
	1.036
	184

	Mahal. Distance
	.166
	12.119
	2.950
	2.730
	184

	Cook's Distance
	.000
	.251
	.020
	.042
	184

	Centered Leverage Value
	.003
	.205
	.050
	.046
	184

	a. Dependent Variable: Customer_Satisfaction


Source: Field data (2024)

Table 4.11 provides key insights into the regression analysis of the dependent variable "Customer satisfaction" and its residuals. A critical metric highlighted is the Mahalanobis distance, which validates the regression model by considering the covariance structure of the data. This distance measures how far each observation is from the centroid in multivariate space.

 4.8.1.2 Multicollinearity Test

Multicollinearity in regression analysis occurs when predictor variables are highly correlated, reducing their uniqueness and independence in the model. This correlation complicates model fitting and interpretation. Researchers commonly use the variance inflation factor (VIF) to identify multicollinearity, which measures the strength of correlation between predictor variables.  As presented in Table 4.12

Table 4. 12:  Collinearity Statistics-VIF and Tolerance

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	Tangibility
	.598
	1.672

	
	Reliability
	.571
	1.751

	
	Responsiveness
	.578
	1.726

	
	Assurance
	.696
	1.567

	
	Empathy
	.683
	1.464


a. Dependent Variable: Customer_Satisfaction

Source : Field data (2024)

The VIF values for the predictor variables are as follows: Tangibility: 1.672, Reliability: 1.751, Responsiveness: 1.464. Assurance 1.567 and Empathy 1.464  None of these VIF values exceed 5, indicating that multicollinearity was not an issue in the regression model.

4.8.2
Regression Outputs, Model Summary, Analysis of Variance and Coefficient 

Table 4.13  provides the model summary of the regression model which indicates the customer satisfaction as a function of service quality dimensions. The R value (0.962) presented in the model summary table indicates a high degree of correlation among all five service quality dimensions. 
Table 4. 13:
 Model Summary.

	Model
	R
	R2
	Adjusted R2
	Std. Error of the Estimate

	1
	.962a
	0.931
	0.924
	2.43224

	aPredictors: (Constant), Tangibility,Reliability,Responsiveness,Assurance ,Empathy


Source:Field data (2024)

Table 4. 14:
ANOVA.a
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	11,123.32
	5
	2,327.67
	370.121
	.000b

	
	Residual
	856.752
	179
	5.772
	
	

	
	Total
	12,047.19
	184
	 
	 
	 

	aDependent Variable: Customer Satisfaction

	bPredictors: (Constant), Tangibility, Reliability,Responsiveness,Assurance, Empathy


Source:Field data (2024)

TTable 4. 15:
Coefficients.a
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	0.307
	1.204
	
	0.250
	0.802

	
	Tangibility
	0.703
	0.301
	0.770
	2.352
	0.023

	
	Reliability
	2.423
	0.255
	0.425
	9.846
	0.000

	
	Responsiveness
	0.650
	0.330
	0.104
	2.092
	0.037

	
	Assurance
	1.254
	0.421
	0.198
	3.105
	0.002

	
	Empathy
	1.653
	0.310
	0.246
	5.211
	0.000

	a. Dependent Variable: Customer_satisfaction


Source:Field data (2024)

Customer satisfaction (S) regression model can be written as:

Customer satisfaction (S) =0.307 + 0.703(T) +2.423  (R) + 0.650(Res) + 1.254(A) + 1.643(Emp).Table 4.15  provides multiple regression coefficients for each predictor in the model. Customer satisfaction is primarily predicted by tangibility,reliability, responsiveness, assurance and empathy.Prediction values are shown in Table 4.15;  B = 0.703, Beta = 0.770, t = 2.352, and p < 0.05 for tangibility; B = 2.423, Beta = 0.425, t = 9.846, p < 0.05 for reliability and B = 0.650, Beta = 0.104, t = 2.092, where p < 0.05 for responsiveness.Moreover, other values were B = 1.254, Beta = 0.198, t = 3.105, and p < 0.05 for assurance; B = 1.653, Beta = 0.246, t = 5.211, p < 0.05 for empathy.

Therefore, these results support hypothesis (H1 through H5), that “Service quality provides positive-significant effects on customers’ satisfaction in Tanzania banking”, proposed in this study. The following are the results of hypothesis testing:
 Hypothesis 1: Relationship between Tangibles and Customer Satisfaction 
The findings (Table 4.15) indicate that tangibles had  a B = 0.703, p = 0.023. This indicates that there is a significant positive relationship between Tangibility and Customer Satisfaction as p<0.05. 

Hypothesis 2: Relationship between  Reliability and Customers’ Satisfaction 
The findings (Table 4.15) indicate that reliability had a coefficient B = 2.423, p = 0.000. This indicates that reliability has a strong positive and highly significant relationship with Customer Satisfaction.
Hypothesis 3: Relationship between Responsiveness and Customers’ Satisfaction 

The findings (Table 4.15) further show that the coefficient of responsiveness was B = 0.650, p = 0.037. This means that the relationship between Responsiveness and Customer Satisfaction is positive and significant, though weaker compared to other dimensions.

Hypothesis 4: Relationship between Assurance and Customers’ Satisfaction Regarding assurance, the findings (Table 4.15) indicate that assurance had a coefficient of B = 1.254, p = 0.002. Assurance shows a significant positive relationship with Customer Satisfaction.
Hypothesis 5: Relationship between Empathy and Customers’ Satisfaction Further, the findings (Table 4.15) revealed that empathy had a coefficient of B = 1.653, p = 0.000. This means that Empathy significantly and positively influences Customer Satisfaction.

4.9
Discussion of the Findings
The findings of this study indicate that all five service quality dimensions—Tangibility, Reliability, Responsiveness, Assurance, and Empathy—have a significant positive relationship with customer satisfaction. These results are consistent with, and in some cases diverge from, findings reported by previous researchers.

According to the findings, tangibility, which includes the physical aspects of the service such as facilities, equipment, and personnel appearance, has a notable positive effect on customer satisfaction. This result is consistent with studies by Parasuraman et al. (1988), who found that tangibility enhances customer perception of service quality. However, in some industries, such as online banking, Lee (2010) reported that tangibility had a weaker or non-significant effect due to the digital nature of services.

According to the findings, Reliability (B = 2.423, p = 0.000) Reliability which is the ability to perform services dependably and accurately, exhibits the strongest relationship with customer satisfaction. This finding aligns with Zeithaml et al. (1996), who emphasized that reliability is often the most critical dimension influencing customer satisfaction in the banking sector. Conversely, Smith (2015) suggested that in low-involvement services, reliability may not be as critical as other dimensions like responsiveness.

Responsiveness (B = 0.650, p = 0.037).Responsiveness, which refers to the willingness to help customers and provide prompt service, positively influences customer satisfaction. Similar findings were reported by Kumar and Suresh (2018), who found that responsiveness significantly improves customer satisfaction in customer-facing sectors like hospitality. However, Johnson (2013) argued that in industries where automated services are prevalent, responsiveness plays a lesser role compared to reliability or assurance.

Assurance (B = 1.254, p = 0.002). Assurance, which includes employees’ knowledge, courtesy, and ability to instill confidence, has a significant positive impact.This aligns with Wang et al. (2014), who found that assurance is particularly important in sectors requiring trust, such as financial services and healthcare. On the other hand, Miller (2012) found that in retail services, assurance was less critical compared to tangibility and responsiveness.

 Empathy (B = 1.653, p = 0.000).Empathy, which reflects the care and individualized attention provided to customers, significantly impacts customer satisfaction. This result supports the findings of Gilmore and McMullan (2009), who highlighted that empathy, is crucial for fostering customer loyalty in service industries. However, Anderson (2016) found that in fast-paced environments like fast-food services, empathy may not play as significant a role as speed or efficiency.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 
Overview 
This chapter presents the summary of the study findings, conclusion and recommendations for future improvement of customer service and customer satisfaction It also includes implications of the study findings and the limitations of the study. 

5.2 
Summary of the Main Findings

Based on the analysis of the five dimensions of service quality (Tangibility, Reliability, Responsiveness, Assurance, and Empathy) in relation to customer satisfaction at NMB Bank PLC, the following key findings were observed:
Tangibility relates to the physical aspects of the bank (facilities, equipment, appearance of personnel, and digital platforms).Findings showed that tangibility of service in this bank had significant and positive effects on customer satisfaction. 

 Reliability, which reflects the bank's ability to consistently perform promised services accurately and dependably. The findings showed a strong correlation with customer satisfaction. Customers trust the bank when it delivers consistent, error-free transactions and honors commitments. 

Responsiveness, which focuses on the bank's ability to quickly respond to customer inquiries and provide timely services, also had a strong positive relationship with customer satisfaction.Customers appreciate when banks address their needs promptly and resolve issues efficiently. 

Assurance, which refers to the bank staff's knowledge, competence, courtesy, and ability to inspire confidence in customers, had the strongest positive relationship with customer satisfaction. Customers value highly the competence and professionalism of the bank staff, as well as their ability to convey trust and security during transactions. 

Empathy, which refers to the bank's ability to provide personalized attention, understand customers’ needs, and show care for their well-being, showed a positive and significant relationship with customer satisfaction.

5.3   Conclusions

This study measured the relationship between service quality and customers’ satisfaction, at NMB Plc. The study findings showed a significant positive relationship between service quality and customer’s satisfaction. All the dimensions of service quality (Tangibility, Reliability, Responsiveness, Assurance, and Empathy) show a significant positive relationship with Customer Satisfaction (p-values are all less than 0.05).Therefore, all the hypotheses that predict a positive relationship between these service quality dimensions and customer satisfaction were accepted. These findings reinforce the idea that improving all dimensions of service quality leads to enhanced customer satisfaction. The strongest predictor, Reliability, underscores the importance of dependable service delivery. This result aligns with many studies in banking and financial services sectors, where reliability is paramount.

5.4 
Implications of the Study

These findings have several implications

For Managers: Managers are supposed to focus on improving reliability and ensuring consistent service delivery. Tangibility, responsiveness, assurance, and empathy also need attention to build a comprehensive service quality strategy.

For Future Research: Researchers should consider exploring how these dimensions vary across different sectors or cultural contexts.

5.5   Recommendations 

 Based on the findings that Tangibility, Reliability, Responsiveness, Assurance, and Empathy all significantly influence customer satisfaction, the following recommendations can be made for bank management and policy makers

Banks should prioritize consistent and dependable service delivery by investing in staff training, improved processes, and efficient technology to minimize errors and delays.

Enhance the physical environment of bank branches and ensure modern, clean, and well-maintained facilities.

Improve how quickly and effectively bank staff respond to customer inquiries and concerns.

 Focus on developing employees’ knowledge, skills, and courtesy to instill customer confidence in the bank's services.

Encourage a culture where staff understand and address customer needs with personalized attention and care.

The following are the areas for future and further research:

The researcher suggests that the future research in this area should attempt to extend the study on relationship between cities/towns and remote places in term of culture issues, banking environment, education level and demographic factors which are missing in this study. 

5.6
 Limitations and Delimitations of the Study

5.6.1
 Limitations

Since the study was restricted to Korogwe District, the findings may not fully represent customer satisfaction levels at other NMB Bank branches across Tanzania. The study was limited by the number of participants, affecting the generalizability of the results. The study was conducted over a short period, hence it did not capture long-term customer satisfaction trends. The study relied on customer feedback hence introduced bias, as responses may be influenced by recent interactions or personal perceptions. Moreover, the financial and logistical limitations impacted the scale of the study, such as the number of branches or customers that were included.

5.6.2 
Delimitations

The study  exclusively examined NMB Bank in Korogwe, narrowing the scope to one bank for more in-depth analysis rather than comparing multiple banks.The study limited its focus to key SERVQUAL dimensions (such as reliability, responsiveness, and assurance) based on relevance to the banking industry.The research targeted specific customer segments (e.g., retail or individual account holders) to maintain consistency and relevance in responses.The study  focused solely on quantitative data collection, such as surveys or questionnaires, to streamline data analysis and interpretation.

5.7
 Suggestion for Future Researches 

Scope of this study is limited to examining the relationship between service quality and customers’ satisfaction, and impact of service quality on customers’ satisfaction in NMB Bank plc where only NMB was taken as a case study area. Other researches may be conducted to involve more banks to generalize the findings. 
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APPENDICES

APPENDIX I:  QUESTIONNAIRES

Dear Respondent, 

I am Sarah Lema, a student from the Open University of Tanzania; I am conducting a research study of the Effects of service quality on customer satisfaction in banking sector: The case  of NMB Bank PLC at  Korogwe District in Tanga region. I seek your assistance to provide information on this topic by filling out these questionnaires. All information you give will be confidentially treated and will be used solely for this research and for academic purposes. No source or individual will be identified or comment attributed to the originator. I thank you for your co-operation.
PLEASE ANSWER ALL QUESTIONS.

Please kindly tick the appropriate answer (√). 

1. Sex


Male                               (       )

Female                            (       )

2. Your education level

(a) Certificate                 (       )

 (b) Diploma                   (       )

(c) Bachelor Degree       (       )

(d) Masters Degree         (       )

(e  Other please Specify  (      )

3. 
Age 

20 years and below.       (     )  

 

Between 21-30               (     )

Between 31-40              (     )

Between 41 -50
            (     )

Above 50 years.             (      )

APENDIX II:   QUESTIONNAIRES ACCORDING TO SPECIFIC OBJECTIVES
Please indicate whether you  agree or disagree with the statements as it applies to NMB Plc  bank by indicating the appropriate response;1=Strongly disagree, 2=Disagree, 3=Neutral  4=Agree and 5=Strongly agree

	Service Quality Dimension
	Statement
	1
	2
	3
	4
	5

	1.Tangibles
	The bank’s physical facilities (e.g., branches) are visually appealing.
	 
	 
	 
	 
	 

	 
	The bank’s equipment (e.g., ATMs) is modern and well-maintained.
	 
	 
	 
	 
	 

	 
	The bank’s printed materials (e.g., brochures, forms) are clear and professional.
	 
	 
	 
	 
	 

	 
	Bank staff are well-dressed and appear professional.
	 
	 
	 
	 
	 

	 
	The bank provides a comfortable and clean environment for customers.
	 
	 
	 
	 
	 

	 
	The bank’s digital platforms (e.g., mobile app, website) are visually appealing and easy to navigate.
	 
	 
	 
	 
	 


	Service Quality Dimension
	Statement
	1
	2
	3
	4
	5

	2.Reliability
	The bank consistently provides accurate services.
	 
	 
	 
	 
	 

	 
	Transactions at this bank are processed without errors.
	 
	 
	 
	 
	 

	 
	The bank keeps its promises (e.g., meeting deadlines, delivering services as agreed).
	 
	 
	 
	 
	 

	 
	I can rely on this bank for all my financial needs.
	 
	 
	 
	 
	 

	 
	The bank provides services as advertised.
	 
	 
	 
	 
	 

	 
	The bank’s staff is dependable and trustworthy.
	 
	 
	 
	 
	 


	Service Quality Dimension
	Statement
	1
	2
	3
	4
	5

	3.Responsiveness
	Bank staff responds quickly to customer inquiries.
	 
	 
	 
	 
	 

	 
	The bank promptly handles customer complaints and issues.
	 
	 
	 
	 
	 

	 
	Bank employees are willing to help customers at all times.
	 
	 
	 
	 
	 

	 
	The bank provides timely services.
	 
	 
	 
	 
	 

	 
	The bank offers prompt solutions when I face problems.
	 
	 
	 
	 
	 

	 
	The bank’s online platforms allow quick access to services.
	 
	 
	 
	 
	 


	Service Quality Dimension
	Statement
	1
	2
	3
	4
	5

	5.Assurance
	The bank’s staff are knowledgeable and competent.
	 
	 
	 
	 
	 

	 
	I trust the bank to manage my financial transactions securely.
	 
	 
	 
	 
	 

	 
	The bank’s staff are polite and courteous.
	 
	 
	 
	 
	 

	 
	I feel confident in the services provided by this bank.
	 
	 
	 
	 
	 

	 
	The bank provides a sense of security when conducting financial transactions.
	 
	 
	 
	 
	 

	 
	Bank staff have the expertise to answer my financial questions.
	 
	 
	 
	 
	 


	5.Empathy
	Bank staff give me individual attention when I need it.
	 
	 
	 
	 
	 
	 

	 
	The bank understands my specific financial needs.
	 
	 
	 
	 
	 
	 

	 
	Bank staff are caring and attentive to my concerns.
	 
	 
	 
	 
	 
	 

	 
	The bank offers personalized services tailored to my needs.
	 
	 
	 
	 
	 
	 

	 
	The bank is genuinely concerned about my financial well-being.
	 
	 
	 
	 
	 
	 

	 
	The bank is flexible and considerate in dealing with my issues.
	 
	 
	 
	 
	 
	 


	
	Statement
	1
	2
	3
	4
	5

	Customer Satisfaction
	I am satisfied with the overall quality of services provided by this bank.
	 
	 
	 
	 
	 

	 
	The bank’s services meet my expectations.
	 
	 
	 
	 
	 

	 
	I am happy with the banking experience I receive from this bank.
	 
	 
	 
	 
	 

	 
	I would recommend this bank to others.
	 
	 
	 
	 
	 

	 
	I plan to continue using this bank for my financial needs.
	 
	 
	 
	 
	 

	 
	My interactions with the bank have been consistently positive.
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THE EFFECTS OF SERVICE QUALITY ON CUSTOMER SATISFACTION IN THE BANKING SECTOR IN TANZANIA: A Case  of NMB Bank Plc at Korogwe District in Tanga Region.

Sarah Lema, Asha Katamba (PhD) and Michael Mwacha (PhD)

ABSTRACT

This study set out to investigate the effects of service quality on customer satisfaction in the banking industry. The five SERVQUAL dimensions reliability and tangibles formed the basis of the investigation. The sample in this study are NMB customers who use banking services. Sampling technique used was simple random sampling. Questionnaires  were used to gather data from respondents. Data was analysed using descriptive and inferential statistics whereby multiple regression was used in analysis.The findings showed that all five dimensions of service quality have a significant and positive effects on customer satisfaction in banking industry.It was recommended that banks should enhance the physical environment of their branches and ensure modern, clean, and well-maintained facilities.They should also improve how quickly and effectively bank staff respond to customer inquiries and concerns.To ensure reliability banks should focus on developing employees’ knowledge, skills, and courtesy to instill customer confidence in the bank's services.

Keywords:Service Quality, customer satisfaction,Tangibility, Reliability, Tanzania

1. INTRODUCTION
The concept of service quality in the banking sector has gained prominence globally as banks transition from product-oriented to customer-centric strategies. In the 1980s, researchers like Parasuraman, Zeithaml, and Berry introduced the SERVQUAL model to measure service quality through customer perceptions and expectations. This model emphasized five key dimensions tangibles, reliability, responsiveness, assurance, and empathy as critical to customer satisfaction. Banks worldwide began adopting advanced technology and innovative service delivery systems to enhance customer experiences, driven by competitive pressure and evolving consumer demands (Gong & Yi, 2018).

Globally, the banking sector plays a critical role in the economic development of nations, serving as the backbone of financial transactions and capital allocation (Abror et al., 2019). With the rise of globalization and technological advancements, the banking industry has faced increasing competition, leading to a greater emphasis on customer satisfaction (Aburayya et al.,2020). According to the Service Quality Model (SERVQUAL), five key dimensions tangibility, reliability, responsiveness, assurance, and empathy play a significant role in shaping customer perceptions. Banks worldwide have recognized that maintaining high service quality is vital not only for customer retention but also for enhancing profitability and brand reputation. Poor service quality can lead to customer dissatisfaction, defection to competitors, and a decrease in overall financial performance. In developed markets, customer expectations have evolved with innovations in digital banking, making the delivery of seamless and personalized services essential for competitive advantage (Ali et al., 2021).

In Africa, the banking sector has experienced significant growth, largely driven by financial inclusion initiatives and the expansion of digital banking services (Phingra et al. 2020). Being aware of the fierce rivalry, management of the company has kept searching for fresh and efficient strategies to compete. The foreign global marketer will acquire more sophisticated conceptual abilities and novel perspectives on marketing, which in the future might be appropriately applicable in many regions of the world as noteworthy characteristics of Comparing buyer behavior in the housing market will also help us understand it better. in opposition to foreign buyer behavior (Johansson, 2006).Despite challenges such as underdeveloped infrastructure and limited financial inclusion, banks in countries like Kenya, Nigeria, and South Africa have made strides in improving customer satisfaction through tailored financial products and responsive service (Leninkumar, 2017).
In Tanzania, the banking sector has evolved rapidly, particularly after the privatization of state-owned banks in the 1990s ( Tegambwage & Kasoga, 2022). Institutions like NMB Bank PLC have been at the forefront of financial inclusion, serving both urban and rural populations. However, with the increasing customer base, maintaining high levels of service quality remains a challenge (Mboma, 2021). Studies have shown that factors like reliability and responsiveness significantly influence customer satisfaction in Tanzanian banks (Lyimo & Nyambili, 2022, Kobero & Swalehe, 2022, Khamis & Rashid, 2018). Recognizing this, banks have begun leveraging digital platforms and customer-focused strategies to address service quality gaps.

The National Microfinance Bank Limited Incorporation Act was passed in 1997, creating the NMB. Later in 2005, the United Republic of Tanzanian government began the process of privatization, selling a portion of its shares (49%) to a group headed by the Coöperatieve Centrale Raiffeisen-Boerenleenbank B.A. (also known as the "Rabobank Group").2008 saw the government lower its stake to 30% by the sale of shares in an initial public offering (IPO) to the general public (16%) and to NMB employees (5%). On November 6, 2008, NMB went public on the Dar es Salaam Stock Exchange.
In Tanzania, NMB is the biggest bank in terms of both clientele and branch network. NMB is present in more than 80% of Tanzania's districts, with over 139 branches. What sets NMB apart from other Tanzanian financial organizations is its extensive branch network. Loans, savings accounts, current accounts, money transfers, currency exchange, and information provision are among the services provided by NMB. Agro dealer inputs credit, NMB Kilimo account, MSE loan, NMB pesa fasta, pensioners loan, personal loan, salary workers loan, NMB salary alert, NMB ATM card, NMB mobile, currency exchange, foreign currency account, student account, NMB junior account, School Savings account, NMB Bonus account, and personal account are just a few of the product offerings offered by NMB.
Banks are dedicated to giving each and every one of their clients a satisfying banking experience. Because of this dedication, banks provide a vast range of banking services and products that are tailored to the demands of their clients.Therefore, examining the effects of service quality on customer satisfaction in NMB Bank PLC, Korogwe District, is essential to understanding the role of these dimensions in improving customer experience and ensuring sustainable growth for the bank in a competitive environment. This study  assesses the current state of service quality at NMB Bank PLC and its influence on customer satisfaction, with the aim of providing insights for enhancing banking services in the region.The model for service quality used in this study is based on SERVQUAL. The SERVQUAL instrument measures the five dimensions of Service Quality. These five dimensions are: tangibility, reliability, responsiveness, assurance and empathy. In this study two dimensions will be analysed i.e  tangibility and reliability

In the increasingly competitive banking sector, service quality has emerged as a critical determinant of customer satisfaction and loyalty (Zamry & Nayan, 2020). Banks that fail to provide reliable, responsive, and customer-centered services risk losing market share and damaging their reputation (Gong & Yi, 2018). This challenge is particularly significant in developing economies like Tanzania, where access to quality banking services can be limited, especially in rural and semi-urban areas. NMB Bank PLC, one of the leading banks in Tanzania, plays a crucial role in financial service provision, particularly in under-served regions like Korogwe District. 

Customer complaints about lengthy wait times, system outages, and insufficient customer support, however, indicate that there have been persistent worries about the quality of services offered despite its extensive presence and service offerings (Segoro & Elvira, 2021). Nevertheless, in spite of this milestone, the Tanzanian banking industry continues to encounter numerous obstacles. Many consumers continue to experience delayed digital transactions, frequent system outages, and insufficient customer service, which causes annoyance and discontent. Second, in Tanzania's banking industry, security issues have emerged as a major obstacle to raising client happiness. By analyzing the effect of service quality using tangibility and reliability on customer satisfaction at NMB Bank PLC in Korogwe District, this study aims to address the issue. The results will assist in pinpointing areas in need of development and offer valuable perspectives to help the bank improve the quality of its services, which will raise customer happiness and boost overall performance.

The general objective of this study was to examine the effects of service quality on customer satisfaction in the banking sector at Tanzania using Korogwe branch as a case study.The specific objectives of this study were: To determine the effect of tangibles on customer satisfaction at NMB Bank PLC in Tanzania and to examine the effect of reliability on customer satisfaction at NMB PLC in Tanzania.The significance of a study on the effects of service quality on customer satisfaction in NMB Bank PLC in Korogwe District includes the following:Understanding how tangibles, reliability, responsiveness, assurance, and empathy influence customer satisfaction can help NMB Bank identify areas for improvement, leading to better customer retention and loyalty. 

2.LITERATURE REVIEW

Service Quality

Service quality is  defined as the customer’s assessment of how well a delivered service meets their expectations. According to Parasuraman, Zeithaml, and Berry (1985), service quality is "the degree and direction of discrepancy between consumers’ perceptions and expectations." This definition emphasizes the gap between what customers expect and what they perceive they have received, which forms the basis for assessing service quality in various service industries.Another widely cited definition is provided by Lewis and Booms (1983), who described service quality as “a measure of how well the service level delivered matches customer expectations.” This view aligns with the understanding that high-quality service fulfills or exceeds customer expectations.

Tangibility (tangibles)

The "Tangibles" dimension refers to the physical aspects of the bank, such as facilities, equipment, and staff appearance ((Zeithaml & Berry, 2006). Since services are tangible, customers derive their perception of service quality by comparing the tangible associated with these services provided. It is the appearance of the physical facilities, equipment, personnel and communication materials (Zeithaml & Berry, 2006). According to this study,tangibility is defined as the physical aspects of the bank (facilities, equipment, appearance of personnel, and digital platforms).

Reliability

Reliability is the ability to perform the promised service dependably and accurately. Reliability means that the company delivers on its promises-promises about delivery,service provision, problem resolutions and pricing (Zeithaml & Berry, 2006). Customers want to do business with companies that keep their promises, particularly their promises about the service outcomes and core service attributes.According this study,reliability is defined as the bank's ability to consistently perform services.

Customer Satisfaction

Customer satisfaction is defined as the ability that an organization possesses to meet the needs of their customers on a regular basis (Gong & Yi,  2018). When someone receives a performance or result that meets their expectations, they are said to be satisfied. Accordingly, the relative levels of perceived performance and expectations determine satisfaction.In the banking industry, customer satisfaction is the degree to which clients believe the bank's offerings, services, and overall experience satisfy their requirements and expectations. It is a gauge of a bank's performance in areas like service quality, which includes providing prompt, courteous customer care through phone, online, and in-branch channels.

Theoretical Framework

This study uses the  SERVQUAL model. 

SERVQUAL Model

The SERVQUAL model, developed by Parasuraman, Zeithaml, and Berry in 1985, is a widely used tool for assessing service quality. It focuses on the gap between customer expectations and their perception of the service received, offering a structured approach to understanding and improving service quality. Parasuraman, Valarie Zeithaml, and Leonard Berry proposed the model in 1985, with further refinements made in 1988 and subsequent years.

The model was designed to measure service quality by identifying and quantifying the gaps between customer expectations and their perceptions of the actual service delivered.Initial concept was initiated in 1985,whereby the model identified ten determinants of sevice quality.Refinement to five dimensions  was done in (1988): After empirical testing and factor analysis, these ten determinants were condensed into five dimensions:tangibles: Physical appearance of facilities, equipment, and staff. reliability: Ability to deliver promised service dependably and accurately. responsiveness: Willingness to help customers and provide prompt service. assurance: Knowledge, courtesy of employees, and their ability to inspire trust and confidence. and empathy: Providing individualized attention and care to customers.

The SERVQUAL model uses a questionnaire format with 22 items to measure these five dimensions. It has been refined and adapted in various industries, including banking, hospitality, and retail, to assess service quality more effectively.

Strengths of the SERVQUAL Model
The SERVQUAL model has the strength as well as weaknesses. One of the strength of the model is that it can be adapted across different service industries and modified for various contexts, making it highly flexible.Moreover, the SERVQUAL provides insights into specific service gaps, guiding organizations to address particular aspects of service that need improvement. By focusing on customer perceptions and expectations, it captures the customer’s view of service quality, aligning well with customer satisfaction goals. SERVQUAL model is a practical tool for managers to identify and work on areas that need improvement, enhancing the overall service quality.

 Weaknesses of the SERVQUAL Model
Despite of having  the strength,the model has several weaknesses. Firstly,the model is more effective in measuring current service quality rather than predicting future service performance or quality improvements. Also in some cases, SERVQUAL may not fully capture the complexities of certain service industries, especially in highly technical fields where customer expectations and satisfaction determinants may differ. Moreover, relying on expectations can be problematic, as customers may have unrealistic or ambiguous expectations, making it challenging to define and measure accurately. Furthermore,the model may not be equally effective across all cultural contexts, as customer perceptions and expectations of quality can vary significantly between regions.

Despite of these weaknesses the model is  applied in researches in banking sector. In this study, NMB Bank Plc uses SERVQUAL to measure how well their services align with customer expectations, which directly impacts customer satisfaction. By comparing expected versus perceived service, NMB Bank Plc can pinpoint where gaps exist and which areas need attention—whether in responsiveness, reliability, or empathy. Moreover, understanding and addressing service quality gaps can help NMB Bank Plc to build trust, leading to higher customer loyalty and retention. Further more, banks can utilize SERVQUAL scores to benchmark their performance against industry standards or competitors.With insights gained from SERVQUAL, banks can redesign processes, retrain staff, and enhance physical facilities to improve service quality dimensions like tangibles and assurance, all of which contribute to a positive customer experience.

Service Quality and Customer satisfaction 

Service quality and customer satisfaction are closely linked concepts that both play pivotal roles in influencing customer loyalty, trust, and repeat business (Kushwaha & Agrawal, 2020). While they are distinct, the relationship between them has been explored extensively in academic and professional literature.Satisfaction is the state felt by a person who has experienced a performance or outcome that has fulfilled his or her expectations. Satisfaction is thus a function of relative levels of expectation and perceived performance.

Empirical Literature Review

Different authors have different views on the relationship between service quality and customer satisfaction. 

Effects of Tangibles on Customer Satisfaction
Kushwaha and Agrawal (2020) conducted a study in India to examined how tangibles (physical facilities, equipment, personnel appearance) impact customer satisfaction in the retail sector in India. They use a sample of 126 respondents.They tested hypotheses and the design used was explanatory design also using positivist philosophy. It found that modern infrastructure and well-maintained physical facilities positively influence customer satisfaction.Moreover,tangibles, such as the physical facilities, equipment, and appearance of personnel, create a first impression and set customer expectations. 

Kushwaha and Agrawal (2021) researched on the impact of service quality on customer satisfaction. They used a sample of 100 respondents who responded to distributed questionnaires.Methodology used was correlation and regression analysis. Findings indicated that customers perceive better service quality when physical infrastructures are aesthetically appealing and up to date.

Ali and Anwar (2022) conducted a study to evaluate the impacts of service quality dimensions on customer satisfaction. In their comprehensive study  the authors conclude that integrating technology with traditional service quality dimensions (such as using AI to improve responsiveness) is becoming increasingly important in shaping customer satisfaction.

Omar et al. (2021) conducted a study to examine how  service quality in tourism impact customer satisfaction.They found that all five dimensions are crucial for shaping visitor satisfaction. However, the weight of each dimension varies based on cultural differences.

Ali et al. (2022) conducted a study in Pakistan to examine the effects of service quality on customer satisfaction in Health care sector. Tangibles, including cleanliness and modern equipment, were found to significantly enhance patient satisfaction. Ali et al. (2022) emphasize that clean, modern, and well-maintained facilities in hospitals significantly enhance patient satisfaction.Due to these arguments,and using sequavol model,the following hypotheses was developed

H1: Tangibles have a positive effect on customer satisfaction in the banking industry.

Effects of Reliability on Customer Satisfaction
Chang et al. (2021) conducted astudy focusing on the airline industry in Taiwan.The study used a sample of 243 respondents who were customers or passengers in Taiwan.The study used descriptive and inferential statistics.Foindings indicated that  that reliability—such as providing services as promised and on-time performance—is a key factor in boosting customer loyalty and satisfaction.

Hossain and Islam (2023) conducted a study on the banking sector in Bangladesh to examine the effects of service quality on customer satisfaction.The findings showed that customers highly value consistent service delivery, error-free transactions, and fulfillment of promises as factors driving their satisfaction.Moreover the study found that there is a positive relationship between tangibles, reliability and responsiveness and customer satisfaction.By using servqual model,the following hypotheses was developed

H2: Reliability has a positive effect on customer satisfaction in the banking industry.
 Research Gap

Despite the widespread use of the SERVQUAL model across various industries and geographies, critical gaps persist in understanding the nuanced effects of tangibility, reliability, responsiveness, assurance, and empathy on customer satisfaction. Current literature largely overlooks under-researched regions, such as East Africa and Latin America, and fails to address emerging industries where service quality plays a critical role, such as public services and digitalized sectors ( Mboma, 2021; Khamis & Rashid, 2018; Tegambwage & Kasoga, 2022). Additionally, the impact of technological integration on traditional service dimensions remains unclear, and little is known about the interdimensional relationships that may shape customer satisfaction more holistically. Finally, most existing research is cross-sectional, leaving a gap in longitudinal studies that could capture the evolving nature of service quality in the context of changing customer expectations and service delivery mechanisms.Existing studies primarily focus on specific regions such as South Asia (India, Pakistan, Bangladesh), Southeast Asia (Malaysia, Vietnam), and parts of Africa (Nigeria, Ghana) (Harazneh et al., 2020; Abdallah & Khan, 2021; Kasiri et al.2017). There is limited research exploring the impact of these service quality dimensions on customer satisfaction in other geographical contexts, such as East Africa and Latin America. Customer expectations and perceptions of service quality can vary significantly based on cultural, economic, and social factors. Thus, the effects of the five SERVQUAL dimensions on customer satisfaction in under-researched regions remain unclear.

Conceptual Framework 

Increasing commercial competitiveness often puts strain on many business entities, including banks. Companies are coming up with plans to keep their clients. Enhancing the caliber of services or goods is a key tactic for keeping clients. According to Zeithaml et al. (1990) and Parasuraman et al. (1985), providing clients with high-quality services is the primary tactic for every corporate institution's survival and success. Although several authors have argued over the five aspects, the researcher for this study believes they are still relevant and can help in understanding and assessing the quality of products or services. 
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Source: Adopted from  Parasuraman et al. (1988) and Zeithaml et al. (1990) 
Figure 1:  Conceptual framework

3. METHODOLOGY

This study used positivist philosophy.Positivist philosophy is a school of thought that emphasizes empirical evidence and the scientific method as the only valid sources of knowledge. Developed primarily by Auguste Comte in the 19th century, it rejects metaphysics and subjective interpretations, advocating that knowledge should be based on observable, measurable facts and their relationships. Positivism is widely applied in various fields, especially those relying on scientific and systematic research methodologies (Saunders et al., n2019). This study used positivism research philosophy because it uses statistical, mathematical, or computational techniques to analyze data. Moreover, this philosophy fits this study because it uses data collection methods that are objective, measurable, and replicable follow positivist principles.

The conceptual framework that guides research is known as a research design, and it serves as a guide for data collection, measurement, and analysis (Kothari, 2006). Additionally, Kothari (2006) argued that a good research design maximizes the dependability of data gathering while minimizing bias. The research design for this study involves  explanatory research design .Based on the nature of this study, it falls in the quantitative research methods.  Quantitative research is a systematic investigation that primarily focuses on quantifying relationships, behaviors, phenomena, or variables. It involves collecting and analyzing numerical data to identify patterns, averages, predictions, or generalizations. This method uses mathematical, statistical, and computational techniques to derive results that can be presented in a concise, objective, and replicable manner.According to Kothari (2006), population refers to the entire group of individuals, objects, or events that possess a common characteristic and are the focus of a research inquiry. In other words, it is the totality of items under consideration in any field of study. The population can be finite or infinite, depending on the number of units it contains.In this study population is 380 customers of NMB Bank Plc in Korogwe district (NMB Plc report, 2023)

Sampling Design

Customers of NMB Bank Plc were important study participants. Because they are the ones who use bank services from NMB Bank Plc. Convenient sampling was employed by the researcher to choose clients of NMB Plc in the Korogwe district.
Sample Size

To determine the population size using the Yamane (1967) formula, we first need to understand the formula itself, which is commonly used to calculate sample size given a known population size. The formula is:

n=N/(1+N(e)2)​
Where:

n = sample size 

N = population size (in this case 380 customers),

e = margin of error (usually set at 5% or 0.05 for a 95% confidence level).

Rearranging the formula to solve for n:

n=N/(1+N(e)2)​
We calculate the sample size using a 5% margin of error (e=0.05) and the population size (N=380).

n=380/(1+380(0.05)2)​= 195

Hence the sample size for this study was 195 customers at Korogwe NMB Bank Plc

Data Collection Methods

The study employed primary data collection method. According to Kothari (2006), primary data is the first data obtained directly from the field.In order to collect primary data from the study, researcher used questionnaires. The researcher used questionnaires to collect data from bank customers. The questionnaire  consisted two parts.The first part was closed ended questions which measured demographic characteristics of respondents and the second part consisted of five point likert scale statements which aimed at measuring perceptions of respondents regarding specific objectives.
Validity and Reliability of research tools

According to Saunders et al. (2019), validity pertains to the veracity of the findings regarding their apparent subject matter. This demonstrates the accuracy of measurement means and whether they are indeed measuring the things they were designed to measure. The researcher in this study used reasonable judgment to confirm that the measure was in fact related to the construct under study (face validity) and made sure that the items in the measure were sufficiently captured by the domain of the construct under study (content validity).Additionally, surveys were given to supervisors or experts who evaluated the questions to determine whether they measured the intended outcomes.The degree to which data collection techniques produce consistent outcomes is known as reliability (Kothari, 2014). The researcher conducted a reliability test before beginning a regression analysis. Usually, this is done to prevent the acquisition of erroneous regression results. Cronbach's Alpha, a measure of internal consistency, was used to assess the reliability of the data gathering tool. The Cronbach's Alpha value is frequently used to confirm the construct's dependability. According to Saunders et al. (2019), satisfactory internal consistency is shown when Cronbach's alpha is higher than 0.7. 

 Data Analysis 

In order to get percentages for the purpose of interpretation in order to ascertain the intrinsic facts, the raw data that was gathered through surveys was edited, divided into simple portions, facts were consistently gathered, uniformly categorized, and then placed into tables. The results were examined and interpreted in light of the goals, difficulties, and hypotheses of the study. The descriptive statistics included kurtosis, mean, standard deviation, and skewness. Regression analysis and correlation analysis were used in inferential statistics.
Multiple regression Assumptions

Four assumptions of multiple linear regression models were assessed for variables, including, multicollinearity, outliers, linearity, and normality of the variables.

 Normality Test

The normality of the variables was assessed through the Shapiro-Wilk test, a statistical method used to determine whether data follows a normal distribution.

 Multicollinearity Test

In regression analysis, multicollinearity happens when predictor variables have a high degree of correlation, which lessens the model's uniqueness and independence. Model fitting and interpretation are made more difficult by this association. The variance inflation factor (VIF), which gauges the degree of correlation between predictor variables, is frequently used by researchers to find multicollinearity. 
4. FINDINGS AND DISCUSSION

To make sure the real data would be helpful for analysis, the response rate was tracked. The percentage that the respondents provided answers to the questions that the researcher distributed is known as the response rate. Only 184 questionnaires out of 195 were collected.This was 94.4% of all questionnaires distributed, and according to Kothari (2014) it is reasonable rate.

Results from Test of Reliability using Cronbach Alpha

The study results on  Table 1 indicates the outcome from running reliability test.It showed that all constructs  are reliable. The coefficients of the alpha values on each  construct exceed 0.7 as a bench-mark. Trochim (2021) suggests that the reliability outcome from the variables under study is assured when the alpha coefficient is 0.7 or more which is the outcome noted on this test in this study. 
Table 1: Cronbach Alpha Results 

	Variables 
	Number of Items
	Cronbach's Alpha Coefficient

	Tangibles
	6
	0.897

	Reliability
	6
	0.765

	Customer Satisfaction
	6
	0.876


Source:Field data (2024)

Demographic Characteristics of Respondents

The demographic characteristics of the respondents assessed by the study include age, gender, educational level and user experience. The descriptions of respondents’ demographic characteristics are in sections 1,2,3 and 4.

Gender of Respondents

Table 2 shows the demographic characteristics of the respondents  involved in this study. Concerning the gender of the respondents,the result showed that 97 (52.4%) of all respondents were males while 87 (47.6%) were females.  This shows that NMB Bank Plc customers who uses NMB services does not differ very much when using gender lens as a measure of distribution by gender.
Age of Respondents
The study found that most respondents 60 (32.4%)   belonged to age group of 31-40 years, followed by 55 (29.7%) who are in the age group of 21-30 years    (Table 2). A few of the respondents (15%) belongs to the age group of 51-60 years. indicating that young and middle-aged adults make up a large portion of NMB Bank's customer base in Korogwe.A significant portion of the sample (around 52.1%) falls between the ages of 21 and 40, which could indicate that this age group is the most active in banking services.NMB Bank could tailor its service offerings to meet the needs of the 21-40 age group, which might prioritize convenience, digital banking, and quick service.For older age groups (41-60 and above), there may be a focus on personalized services or more traditional banking options.
Education Level of Respondents
Table 2 presents the highest education level of  respondents. Education level had been considered by the researcher as it determines understanding of issues in hand.The results indicated that  (50%) of all surveyed respondents of the study were bachelor degree holders followed by 30 (33%) of all surveyed respondents had master degree holders, 10 (11%) of all surveyed respondents attained diploma education and 5 (6%) of all surveyed respondents attained certificate education. 

Service User Experience
The findings indicated that customers with user experience of 5 years and less: 40 respondents (21.6%).More than half (54.1%) of the respondents have used NMB Bank’s services for 6-10 years, indicating a strong base of relatively experienced customers.A significant portion of customers (21.6%) have less than 5 years of experience, while 24.3% have more than 10 years of experience.This implies that customers with 6-10 years of experience are likely to have formed clear expectations regarding service quality and satisfaction. Their feedback can provide valuable insights into how well the bank has been performing over time. Newer customers (5 years and less) may have different expectations, possibly influenced by first impressions, while more experienced customers (11-15 years and above) may provide insights into long-term customer satisfaction and loyalty.

Table 2:Distribution of Respondents According to Demographic Characteristics

	Variable
	Option
	Frequency
	Percent

	 Gender
	Male
	97
	52.4

	
	Female
	87
	47.6

	
	Total
	184
	100

	Age
	Below 21 years
	5
	2.7

	
	21-30
	55
	29.7

	
	31-40
	60
	32.4

	
	41-50
	37
	20

	
	51-60
	18
	9.7

	
	Above 60 years
	9
	5.5

	
	Total
	184
	100

	Educational Level
	Primary education
	10
	5.4

	
	Secondary education
	35
	18.9

	
	Certificate
	30
	16.2

	
	Diploma
	45
	24.3

	
	Bachelor degree 
	53
	28.6

	
	Master degree 
	9
	5.4

	
	Phd
	2
	1.2

	
	Total
	184
	100

	Service User Experience
	 5 years and less
	40
	21.6

	
	6-10 years
	100
	54.1

	
	11-15 years
	27
	14.6

	
	More than 15 years
	17
	9.7

	
	Total
	184
	100


Source: Field  Data (2024)

 Descriptive Statistics

In table 3 descriptive statistic showed that most of the statements have high mean values (around 4.0), indicating that respondents generally agree or strongly agree with the statements, reflecting positive perceptions of the bank’s services.The standard deviations range from 0.44 to 0.85, showing moderate variability in responses, meaning while most customers agree, some variation exists in satisfaction levels. 

Table 3 : Overall Descriptive Statistics

	Variable
	Mean
	Std Dev
	Skewness
	Kurtosis

	TAN1
	3.96
	0.7
	-0.29
	-0.13

	TAN2
	4.21
	0.54
	-0.02
	0.42

	TAN3
	3.82
	0.78
	-0.04
	0.33

	TAN4
	4.18
	0.65
	0.12
	-0.67

	TAN5
	4
	0.78
	0.14
	-0.2

	TAN6
	3.63
	0.85
	0.08
	-0.46

	REL1
	4.24
	0.44
	-0.25
	0.1

	REL2
	4
	0.6
	0.07
	-0.22

	REL3
	4.3
	0.51
	-0.17
	-0.02

	REL4
	4.04
	0.58
	0.06
	-0.21

	REL5
	3.93
	0.72
	0.12
	-0.22

	REL6
	4.2
	0.48
	0.41
	0.31

	CUSTS1
	4.22
	0.48
	-0.45
	-0.23

	CUSTS2
	4.05
	0.58
	0.23
	-0.01

	CUSTS3
	4.1
	0.53
	-0.38
	1.15

	CUSTS4
	4.18
	0.54
	0.07
	-0.24

	CUSTS5
	4.15
	0.63
	0.01
	-0.56

	CUSTS6
	4.06
	0.69
	-0.03
	-0.12


Source:Field data (2024)
Where: TAN=Tangibles, REL=Reliability, CUSTS =Customer Satisfaction

Results According to Research Objectives

The following are the results according to the research Objectives

Effects of Tangibles on Customer Satisfaction

According of the results as shown in Table 3, most respondents rated the bank’s physical facilities, equipment, and staff appearance positively, with high frequencies in the 4 (Agree) and 5 (Strongly Agree) categories. For instance, 67.1% of respondents agree or strongly agree that the bank’s physical facilities are visually appealing.There is a smaller percentage who are less satisfied with the visual appeal of digital platforms (12.9% rated 1 or 2), indicating an area for improvement.

Table 4.3: Effects of Tangibles on Customer Satisfaction

	Code
	Statement
	1
	2
	3
	4
	5

	TAN1
	The bank’s physical facilities are visually appealing.
	10 (5.4%)
	20 (10.8%)
	30 (16.2%)
	70 (37.8%)
	54 (29.3%)

	TAN2
	The bank’s equipment is modern and well-maintained.
	5 (2.7%)
	15 (8.1%)
	40 (21.6%)
	75 (40.5%)
	49 (26.6%)

	TAN3
	The bank’s printed materials are clear and professional.
	3 (1.6%)
	12 (6.5%)
	25 (13.5%)
	80 (43.2%)
	64 (34.6%)

	TAN4
	Bank staff are well-dressed and appear professional.
	2 (1.1%)
	8 (4.3%)
	20 (10.8%)
	90 (48.6%)
	64 (34.6%)

	TAN5
	The bank provides a comfortable and clean environment.
	4 (2.2%)
	16 (8.6%)
	30 (16.2%)
	72 (39.1%)
	62 (33.7%)

	TAN6
	The bank’s digital platforms are visually appealing and easy to navigate.
	6 (3.2%)
	18 (9.7%)
	45 (24.3%)
	70 (37.8%)
	45 (24.3%)


Source: Field data(2024)

Note: TAN = Tangibles 1 through 6

Effects of Reliability on Customer Satisfaction

Table 4 shows results according to research objective two.According to table 4, a large portion of respondents (over 70%) agree or strongly agree that the bank provides reliable services, processes transactions without errors, and keeps its promises.However, there is a small segment (10-15%) who are neutral or dissatisfied with the bank’s reliability, suggesting potential areas for improvement in accuracy and dependability.

Table 4:  Effects of Reliability on Customer Satisfaction

	Code
	Statement
	1
	2
	3
	4
	5

	REL1
	The bank consistently provides accurate services.
	5 (2.7%)
	10 (5.4%)
	20 (10.8%)
	80 (43.2%)
	69 (37.8%)

	REL2
	Transactions at this bank are processed without errors.
	6 (3.2%)
	15 (8.1%)
	30 (16.2%)
	70 (37.8%)
	63 (34.1%)

	REL3
	The bank keeps its promises.
	7 (3.8%)
	12 (6.5%)
	30 (16.2%)
	75 (40.5%)
	60 (32.4%)

	REL4
	I can rely on this bank for all my financial needs.
	4 (2.2%)
	9 (4.9%)
	30 (16.2%)
	80 (43.2%)
	61 (33.2%)

	REL5
	The bank provides services as advertised.
	5 (2.7%)
	13 (7.0%)
	25 (13.5%)
	85 (46.0%)
	56 (30.3%)

	REL6
	The bank’s staff is dependable and trustworthy.
	3 (1.6%)
	11 (6.0%)
	28 (15.1%)
	85 (46.0%)
	57 (31.3%)


Source: Field data (2024)

Note: REL = Reliability

Customer Satisfaction at NMB Bank Plc
Table 5 shows results according to dependent variable that is  customer satisfaction at NMB Bank plc. According to results in Table 4.8,customer satisfaction at NMB Bank plc at Korogwe is generally high, with 80% of respondents expressing positive satisfaction. However, 10-20% of respondents fall in the neutral or dissatisfied range, indicating potential areas where services could be enhanced to meet or exceed expectations.

Table 5: Customer Satisfaction at NMB Bank Plc

	Code
	Statement
	1
	2
	3
	4
	5

	CUSTS1
	I am satisfied with the overall quality of services provided by this bank.
	3 (1.6%)
	9 (4.9%)
	25 (13.5%)
	90 (48.6%)
	57 (31.3%)

	CUSTS2
	The bank’s services meet my expectations.
	4 (2.2%)
	10 (5.4%)
	30 (16.2%)
	75 (40.5%)
	65 (35.3%)

	CUSTS3
	I am happy with the banking experience I receive from this bank.
	5 (2.7%)
	12 (6.5%)
	30 (16.2%)
	70 (37.8%)
	67 (36.4%)

	CUSTS4
	I would recommend this bank to others.
	4 (2.2%)
	10 (5.4%)
	35 (18.9%)
	75 (40.5%)
	60 (32.4%)

	CUSTS5
	I plan to continue using this bank for my financial needs.
	3 (1.6%)
	8 (4.3%)
	30 (16.2%)
	80 (43.2%)
	63 (34.1%)

	CUSTS6
	My interactions with the bank have been consistently positive.
	4 (2.2%)
	12 (6.5%)
	30 (16.2%)
	75 (40.5%)
	63 (34.1%)


Source: Field data (2024)

Note: CUST = Customer Satisfaction

Correlation Analysis

Correlation analysis in this study was measured using Pearsons correlation coefficient shown in Table 6. Findings regarding correlation analysis show that tangibility and reliability show the highest positive correlation with Customer Satisfaction (0.75 and 0.77, respectively), suggesting that quick responses and assurances of competence greatly influence customer satisfaction.Reliability and Tangibility are also positively correlated with Customer Satisfaction (0.71 and 0.68, respectively), though to a slightly lesser extent.Empathy has the lowest correlation with Customer Satisfaction (0.69), but still shows a strong positive relationship, indicating that understanding customers' specific needs contributes to their satisfaction. This analysis suggests that improving the responsiveness, assurance, and reliability of service could significantly enhance customer satisfaction at NMB Bank PLC. The independent variables exhibit positive relationships, but they are not highly correlated to the extent that multicollinearity would pose a problem for further analysis. The relationships among  Reliability is notably strong, indicating that this dimensions often go hand-in-hand in customer perceptions of service quality.

Table 6: Pearson Correlation Coefficient

	 
	1
	2
	3

	Tangibility (1)
	1
	0.65
	0.68

	Reliability(2)
	0.65
	1
	0.71

	Customer Satisfaction (3)
	0.68
	0.71
	1


**  significant at the 1% level.

Source:Field data (2024)

Regression Analysis

The statistical method of regression is used to create models and examine the relationship between dependent and independent variables. Its goal is to ascertain how closely two or more variables are related.

Test of Assumptions of Multiple Linear Regression Model

Four assumptions of multiple linear regression models were assessed for variables, including, multicollinearity, outliers, linearity, and normality of the variables.

Normality Test

The normality of the variables was assessed through the Shapiro-Wilk test, a statistical method used to determine whether data follows a normal distribution.

Table 7: Kolmogorov-Sminorv  and Shapiro-WilkTest

	
	Kolmogorov-SmirnovaTable 4.30:  Tests of Normality


	Shapiro-Wilk

	
	Statistic
	df
	Sig.
	Statistic
	df
	Sig.

	Tangibility
	.119
	184
	.036
	.977
	184
	.002

	Reliability
	.227
	184
	.000
	.877
	184
	.000

	Customer satisfaction
	.166
	184
	.000
	.927
	184
	.001

	a. Lilliefors Significance Correction


Source: Field data (2024)

The study assessed the normality of the dependent variable, which was the Customer satisfaction and how it is affected by tangibility and reliability. Both the Kolmogorov-Smirnov and Shapiro-Wilk tests were conducted. The normality test results indicated that the data for the tangibility and reliability influences customer satisfaction adopted as the Dependent variable were normally distributed. This was evident by the p-values obtained from both the Kolmogorov-Smirnov and Shapiro-Wilk tests, which were less than the level of significance (α = 0.05), with values of p> 0.001.

Table 8:  Residuals Statistics

	
	Minimum
	Maximum
	Mean
	Std. Deviation
	N

	Predicted Value
	1.6988
	4.8587
	3.7028
	.59023
	184

	Std. Predicted Value
	-3.395
	1.958
	.000
	1.000
	184

	Standard Error of Predicted Value
	.048
	.163
	.085
	.028
	184

	Adjusted Predicted Value
	1.5653
	4.8612
	3.7031
	.59382
	184

	Residual
	-1.02897
	.53321
	.00000
	.33632
	184

	Std. Residual
	-2.981
	1.545
	.000
	.974
	184

	Stud. Residual
	-3.130
	1.605
	.000
	1.012
	184

	Deleted Residual
	-1.13426
	.60140
	-.00028
	.36307
	184

	Stud. Deleted Residual
	-3.414
	1.629
	-.008
	1.036
	184

	Mahal. Distance
	.166
	12.119
	2.950
	2.730
	184

	Cook's Distance
	.000
	.251
	.020
	.042
	184

	Centered Leverage Value
	.003
	.205
	.050
	.046
	184

	a. Dependent Variable: Customer_Satisfaction


Source: Field data (2024)

Table 8 provides key insights into the regression analysis of the dependent variable "Customer satisfaction" and its residuals. A critical metric highlighted is the Mahalanobis distance, which validates the regression model by considering the covariance structure of the data. This distance measures how far each observation is from the centroid in multivariate space.

 Multicollinearity Test

Multicollinearity in regression analysis occurs when predictor variables are highly correlated, reducing their uniqueness and independence in the model. This correlation complicates model fitting and interpretation. Researchers commonly use the variance inflation factor (VIF) to identify multicollinearity, which measures the strength of correlation between predictor variables.  As presented in Table 9

Table 9:  Collinearity Statistics-VIF and Tolerance

	Model
	Collinearity Statistics

	
	Tolerance
	VIF

	1
	(Constant)
	
	

	
	Tangibility
	.598
	1.672

	
	Reliability
	.571
	1.751


a. Dependent Variable: Customer_Satisfaction

Source : Field data (2024)

The VIF values for the predictor variables are as follows: Tangibility: 1.672, Reliability: 1.751, Responsiveness: 1.464. Assurance 1.567 and Empathy 1.464  None of these VIF values exceed 5, indicating that multicollinearity was not an issue in the regression model.

Regression Outputs, Model Summary, Analysis of Variance and Coefficient 

Table 10  provides the model summary of the regression model which indicates the customer satisfaction as a function of service quality dimensions. The R value (0.962) presented in the model summary table indicates a high degree of correlation among all five service quality dimensions. 
Table 10  Model Summary.
	Model
	R
	R2
	Adjusted R2
	Std. Error of the Estimate

	1
	.962a
	0.931
	0.924
	2.43224

	aPredictors: (Constant), Tangibility and Reliability


Source:Field data (2024)

Table 11: ANOVA.a
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	11,123.32
	5
	2,327.67
	370.121
	.000b

	
	Residual
	856.752
	179
	5.772
	
	

	
	Total
	12,047.19
	184
	 
	 
	 

	aDependent Variable: Customer Satisfaction

	bPredictors: (Constant), Tangibility, and Reliability


Source:Field data (2024)

Table 12: Coefficients.a
	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	0.307
	1.204
	
	0.250
	0.802

	
	Tangibility
	0.703
	0.301
	0.770
	2.352
	0.023

	
	Reliability
	2.423
	0.255
	0.425
	9.846
	0.000

	a. Dependent Variable: Customer_satisfaction


Source:Field data (2024)

Customer satisfaction (S) regression model can be written as:

Customer satisfaction (S) =0.307 + 0.703(T) +2.423  (R) + 0.650(Res) + 1.254(A) + 1.643(Emp).Table 4.15  provides multiple regression coefficients for each predictor in the model. Customer satisfaction is primarily predicted by tangibility,reliability, responsiveness, assurance and empathy.Prediction values are shown in Table 12;  B = 0.703, Beta = 0.770, t = 2.352, and p < 0.05 for tangibility; B = 2.423, Beta = 0.425, t = 9.846, p < 0.05 for reliability and B = 0.650, Beta = 0.104, t = 2.092. Therefore, these results support hypothesis (H1 and H2), that “Service quality provides positive-significant effects on customers’ satisfaction in Tanzania banking”, proposed in this study. The following are the results of hypothesis testing:
 Hypothesis 1: Relationship between Tangibles and Customer Satisfaction 
The findings (Table 12) indicate that tangibles had  a B = 0.703, p = 0.023. This indicates that there is a significant positive relationship between Tangibility and Customer Satisfaction as p<0.05. 

Hypothesis 2: Relationship between  Reliability and Customers’ Satisfaction 
The findings (Table 12) indicate that reliability had a coefficient B = 2.423, p = 0.000. This indicates that reliability has a strong positive and highly significant relationship with Customer Satisfaction.
Discussion of the Findings
The findings of this study indicate that all two service quality dimensions—Tangibility and Reliability have a significant positive relationship with customer satisfaction. These results are consistent with, and in some cases diverge from, findings reported by previous researchers.

According to the findings, tangibility, which includes the physical aspects of the service such as facilities, equipment, and personnel appearance, has a notable positive effect on customer satisfaction.This result is consistent with studies by Parasuraman et al. (1988), who found that tangibility enhances customer perception of service quality.However, in some industries, such as online banking, Lee (2010) reported that tangibility had a weaker or non-significant effect due to the digital nature of services.

According to the findings, Reliability (B = 2.423, p = 0.000) Reliability which is the ability to perform services dependably and accurately, exhibits the strongest relationship with customer satisfaction.This finding aligns with Zeithaml et al. (1996), who emphasized that reliability is often the most critical dimension influencing customer satisfaction in the banking sector.Conversely, Smith (2015) suggested that in low-involvement services, reliability may not be as critical as other dimensions like responsiveness.
5.CONCLUSION 
This study measured the relationship between service quality and customers’ satisfaction,at NMB Plc. The study findings showed a significant positive  relationship between service quality and customer’s satisfaction. All the dimensions of service quality (Tangibility and Reliability) show a significant positive relationship with Customer Satisfaction (p-values are all less than 0.05).Therefore, all the hypotheses that predict a positive relationship between these service quality dimensions and customer satisfaction were accepted.These findings reinforce the idea that improving all dimensions of service quality leads to enhanced customer satisfaction. The strongest predictor, Reliability, underscores the importance of dependable service delivery. This result aligns with many studies in banking and financial services sectors, where reliability is paramount.

6.Recommendations 

 Based on the findings that Tangibility, Reliability, Responsiveness, Assurance, and Empathy all significantly influence customer satisfaction, the following recommendations can be made for bank management and policy makers

Banks should prioritize consistent and dependable service delivery by investing in staff training, improved processes, and efficient technology to minimize errors and delays.Enhance the physical environment of bank branches and ensure modern, clean, and well-maintained facilities.Improve how quickly and effectively bank staff respond to customer inquiries and concerns.

Suggestion for Future Researches 

Scope of this study is limited to examining the relationship between service quality and customers’ satisfaction, and impact of service quality on customers’ satisfaction in NMB Bank plc where only NMB was taken as a case study area. Other researches may be conducted to involve more banks to generalize the findings. 
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