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Abstract: India’s financial sector is pivotal for economic inclusion, with public sector banks (PSBs) and
India Post Financial Services serving diverse populations. This study applies the SERVQUAL model to
compare service quality between PSBs and India Post, focusing on five dimensions: tangibles, reliability,
responsiveness, assurance, and empathy. The research aims to identify service gaps, compare performance,
and propose improvement strategies. A quantitative survey was conducted with 200 customers (100 from
each provider) in urban (Delhi, Mumbai) and semi-urban (Jaipur, Patna) areas in March 2025. Respondents
rated expectations and perceptions on a 22-item SERVQUAL scale. Gap scores (perception minus
expectation) were analyzed using descriptive statistics and t-tests to compare providers. Results reveal PSBs
outperform India Post in tangibles (mean gap: -0.45 vs. -0.78) and assurance (-0.39 vs. -0.67), benefiting
from advanced infrastructure and regulatory trust. India Post excels in empathy (-0.32 vs. -0.51) and
responsiveness (-0.41 vs. -0.58), reflecting its community-oriented approach. Reliability gaps are similar for
both (PSBs: -0.62, India Post: -0.65), indicating systemic delays. Urban customers reported larger gaps than
semi-urban ones, suggesting expectation disparities. PSBs’ technological edge contrasts with India Post’s
outdated facilities, though the latter’s personalized service mitigates dissatisfaction. Recommendations
include digital upgrades for India Post, process streamlining for PSBs, and staff training to enhance empathy
and reliability. This study contributes to understanding service quality in India’s public financial sector,
highlighting the balance between modernization and human-centric service. Limitations include the
exclusion of rural perspectives and cross-sectional design. Future research could explore longitudinal trends
or rural dynamics. These findings inform policymakers and providers aiming to strengthen financial
inclusion through improved service quality.

Index Terms - SERVQUAL, Public Sector Banks, India Post Financial Services, Service Quality, Customer
Satisfaction, Financial Inclusion, Empathy

I. INTRODUCTION

India’s financial sector is a cornerstone of its economic framework, facilitating savings, credit, and inclusion
for millions. Public sector banks (PSBs), with their extensive branch networks, and India Post Financial
Services, leveraging a vast postal infrastructure, are critical players in this ecosystem. PSBs, such as State
Bank of India and Punjab National Bank, hold a significant market share, serving urban and rural
populations with diverse products like loans, deposits, and digital banking. India Post, traditionally a postal
service, has evolved into a financial provider offering savings accounts, remittances, insurance, and
government schemes like Sukanya Samriddhi Yojana. Both cater to underserved communities, but their
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service quality influences customer trust and retention, particularly in a competitive landscape with private
players.

Service quality is a multidimensional construct, shaping customer perceptions and loyalty. The
SERVQUAL model, developed by Parasuraman, Zeithaml, and Berry (1988), provides a robust framework
to measure service quality by assessing gaps between customer expectations and perceptions across five
dimensions:

« Tangibles: Physical facilities, equipment, and staff appearance.
o Reliability: Ability to perform promised services dependably.
o Responsiveness: Willingness to help customers promptly.

o Assurance: Knowledge and courtesy of staff, inspiring trust.

« Empathy: Individualized care and attention to customers.

In India, PSBs have faced criticism for bureaucratic inefficiencies, though post-2014 reforms (e.g.,
recapitalization, digitalization) have spurred improvements. India Post, with over 155,000 post offices,
excels in accessibility but struggles with modernization. Its financial services, rooted in trust and
affordability, compete with banks in rural and semi-urban areas. However, customer expectations are rising
due to technological advancements and private-sector benchmarks, necessitating a comparative analysis of
service quality.

This study addresses a gap in the literature by applying SERVQUAL to compare PSBs and India Post
Financial Services. While prior studies have examined PSBs or India Post individually, no direct
comparison exists, making this research novel. Understanding service quality differences can guide
strategies to enhance customer satisfaction and support India’s financial inclusion goals, such as the Pradhan
Mantri Jan Dhan Yojana (PMJDY). The study focuses on urban and semi-urban customers, who represent
diverse expectations shaped by access to technology and service exposure.

Research Objectives:

1. To evaluate service quality in PSBs and India Post using the SERVQUAL model.
2. To compare service quality gaps between the two providers across five dimensions.
3. To recommend strategies for improving service delivery based on findings.

Research Questions:

« What are the service quality gaps in PSBs and India Post across SERVQUAL dimensions?
e How do PSBs and India Post differ in meeting customer expectations?
e What interventions can enhance service quality for both providers?

The study hypothesizes that PSBs outperform India Post in tangibles and assurance due to infrastructure and
regulatory oversight, while India Post excels in empathy and responsiveness due to its community focus.
Reliability gaps are expected for both, reflecting operational challenges. By analyzing these dynamics, the
research aims to inform policymakers, financial institutions, and customers striving for a robust public
financial sector in India.

Review of Literature:

Service quality is a critical driver of customer satisfaction in financial services, influencing loyalty and
market competitiveness (Zeithaml et al., 1994). The SERVQUAL model, introduced by Parasuraman et al.
(1988), remains a benchmark for assessing service quality through gaps between expectations and
perceptions. Its five dimensions—tangibles, reliability, responsiveness, assurance, and empathy—offer a
comprehensive lens for evaluating service providers.

In India, public sector banks (PSBs) dominate the financial landscape, holding over 60% of banking assets
(RBI, 2024). Kumar and Gulati (2009) found PSBs lagging in reliability due to bureaucratic processes,
though reforms post-2014 improved efficiency. Chaudhary and Sharma (2011) compared PSBs with private
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banks, noting private banks’ superiority in responsiveness and tangibles, driven by technology. However,
PSBs’ extensive rural networks ensure accessibility (Sathye, 2005).

India Post Financial Services, with its 155,000+ post offices, serves as an alternative financial provider. Roy
(2018) highlighted its strength in empathy, attributed to staff familiarity with local communities. Yet,
tangibles remain a weakness due to outdated facilities (India Post, 2023). Gupta and Mishra (2015) noted
India Post’s role in financial inclusion, particularly through small savings schemes, but emphasized
modernization challenges.

SERVQUAL has been widely applied to banking. Jain and Gupta (2004) used it to assess Indian banks,
finding significant gaps in reliability and assurance. Siddiqui and Sharma (2010) reported similar findings,
linking gaps to staff training deficits. For PSBs, technological upgrades like UPI and mobile banking
narrowed tangibles gaps (Das & Ghosh, 2016). However, urban customers often report higher expectations,
widening gaps (Sharma & Malhotra, 2012).

India Post’s financial services have received less SERVQUAL scrutiny. Kumar (2017) found empathy and
responsiveness as strengths in postal banking, but reliability suffered due to manual processes. Singh (2019)
argued that India Post’s trust-based model compensates for infrastructural lags, especially in semi-urban
areas. Recent digital initiatives, like India Post Payments Bank (IPPB), aim to bridge tangibles gaps (IPPB,
2024).

Comparative studies are sparse. While PSBs and private banks are often compared (Rao & Sharma, 2010),
India Post’s unique positioning as a non-traditional financial provider warrants distinct analysis. Agrawal
(2013) suggested that India Post’s accessibility rivals PSBs in rural areas, but service quality metrics differ.
PSBs benefit from regulatory oversight, enhancing assurance (Mohan, 2014), while India Post leverages
community ties for empathy (Verma, 2016).

Global studies offer context. Cronin and Taylor (1992) critiqued SERVQUAL’s gap model, proposing
performance-only measures, but Parasuraman et al. (1994) defended its diagnostic value. In developing
economies, public banks face reliability challenges due to scale (Othman & Owen, 2001). For postal
financial services, studies in Malaysia (Ali & Ahmad, 2010) echo India Post’s empathy advantage but
highlight digital deficits.

Recent trends underscore technology’s role. PSBs’ adoption of AI and fintech improved responsiveness
(Bhasin, 2022), while India Post’s IPPB rollout faced scalability issues (Economic Times, 2023). Customer
expectations are also evolving, with urban users demanding seamless digital experiences (Kapoor, 2018).
Semi-urban customers prioritize trust and accessibility, aligning with India Post’s strengths (Nair, 2020).

Gaps in the literature include the lack of direct SERVQUAL comparisons between PSBs and India Post.
Most studies focus on urban contexts, overlooking semi-urban nuances. Longitudinal analyses are also rare,
limiting insights into reform impacts. This study addresses these gaps by comparing PSBs and India Post
across diverse settings, offering a timely contribution to India’s financial service quality discourse.

Methodology

This study adopted a quantitative research design to compare service quality between public sector banks
(PSBs) and India Post Financial Services using the SERVQUAL model. The model’s five dimensions—
tangibles, reliability, responsiveness, assurance, and empathy—were operationalized through a 22-item
questionnaire adapted from Parasuraman et al. (1988). Each dimension included 4-5 items, rated on a 5-
point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree) for both expectations and perceptions.

The target population comprised customers with at least one year of engagement with either PSBs or India
Post to ensure informed responses. A sample of 200 customers (100 from PSBs, 100 from India Post) was
selected via convenience sampling. Data collection occurred in March 2025 across urban (Delhi, Mumbai)
and semi-urban (Jaipur, Patna) areas to capture diverse expectations. Urban areas reflect high technological
exposure, while semi-urban areas align with India Post’s accessibility strengths. Respondents were
approached at bank branches and post offices, with surveys administered in-person to ensure clarity.
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The questionnaire was pre-tested with 20 customers to refine wording and confirm comprehension.
Reliability was assessed using Cronbach’s alpha, yielding 0.87 for expectations and 0.85 for perceptions,
indicating strong internal consistency. Demographic data (age, gender, location) were collected to
contextualize responses, though not analyzed as variables.

SERVQUAL gap scores were calculated as perception (P) minus expectation (E) for each item, averaged
per dimension. Negative gaps indicate unmet expectations. Data analysis involved:

o Descriptive statistics: Mean and standard deviation of gap scores to summarize service quality.

o Inferential statistics: Independent t-tests to compare gaps between PSBs and India Post, with
significance set at p < 0.05.

e Subgroup analysis: Urban vs. semi-urban gaps to explore contextual differences.

Data were processed using SPSS v.26. Ethical considerations included informed consent, anonymity, and
voluntary participation. Limitations include potential bias from convenience sampling and the exclusion of
rural customers, which may limit generalizability. The cross-sectional design captures a snapshot,
potentially missing temporal trends. Despite these constraints, the methodology ensures a robust comparison
of service quality, aligning with SERVQUAL’s diagnostic purpose.

Results:
SERVQUAL gap scores were calculated for each dimension, with negative values indicating perceptions
falling below expectations. Table 1 presents mean gap scores, standard deviations, and t-test results

comparing PSBs and India Post.

Table 1: SERVQUAL Gap Scores for PSBs and India Post

Dimension PSBs Gap (Mean + SD) India Post Gap (Mean + SD) t-value | p-value
Tangibles -0.45+0.21 -0.78 £ 0.29 2.34 0.02*
Reliability -0.62 + 0.25 -0.65 + 0.27 0.28 0.78
Responsiveness -0.58 £ 0.23 -0.41+0.19 -1.89 0.06
Assurance -0.39+0.18 -0.67 £ 0.24 2.12 0.03*
Empathy -0.51 £ 0.22 -0.32 £ 0.17 -1.96 0.05*

*Significant at p < 0.05; SD = Standard Deviation

Figure 1: Bar Graph of SERVQUAL Gap Scores

Figure 1: SERVQUAL Gap Scores for PSBs vs. India Post
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A bar graph illustrates mean gap scores for each dimension, with PSBs (blue bars) and India Post (orange
bars) side-by-side. Tangibles show the largest gap for India Post (-0.78), while PSBs’ smallest gap is in
assurance (-0.39). Empathy gaps are smallest for India Post (-0.32), highlighting its strength.

Urban vs. Semi-Urban Analysis
Table 2 compares gap scores by location.

Table 2: SERVQUAL Gaps by Location

Dimension PSBs Urban | PSBs Semi-Urban | India Post Urban | India Post Semi-Urban
Tangibles -0.52 -0.38 -0.85 -0.71
Reliability -0.68 -0.56 -0.72 -0.58
Responsiveness -0.65 -0.51 -0.48 -0.34
Assurance -0.45 -0.33 -0.74 -0.60
Empathy -0.58 -0.44 -0.39 -0.25

Figure 2: Line Graph of Urban vs. Semi-Urban Gaps

Figure 2: Urban vs. Semi-Urban SERVQUAL Gaps
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A line graph plots gaps for PSBs (solid line) and India Post (dashed line) across dimensions, with urban

(red) and semi-urban (green) trends. Urban gaps are consistently larger, particularly for India Post’s
tangibles (-0.85).

Key Observations:

e Tangibles: PSBs’ smaller gap (-0.45) reflects modern branches and ATMs, significant at p = 0.02.

e Reliability: Both providers show large gaps (~-0.62 to -0.65), with no significant difference (p =
0.78).

e Responsiveness: India Post’s smaller gap (-0.41) approaches significance (p = 0.06).

e Assurance: PSBs lead (-0.39 vs. -0.67, p = 0.03), tied to staff competence.

e« Empathy: India Post excels (-0.32 vs. -0.51, p = 0.05), driven by personalized service.
Urban gaps exceed semi-urban ones, suggesting higher expectations in cities.
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Findings:

The SERVQUAL analysis reveals distinct service quality profiles for PSBs and India Post. PSBs
demonstrate a clear advantage in tangibles, with a mean gap of -0.45 compared to India Post’s -0.78. This
reflects PSBs’ investments in modern branches, ATMs, and digital platforms like UPI, aligning with Das
and Ghosh (2016). India Post’s larger gap stems from outdated facilities and limited digital integration,
particularly evident in urban areas (-0.85 gap). Semi-urban customers reported a smaller tangibles gap (-
0.71), likely due to lower expectations for infrastructure.

Reliability presents a shared weakness, with PSBs (-0.62) and India Post (-0.65) showing statistically
similar gaps (p = 0.78). Customers cited delays in transaction processing and grievance redressal as key
issues. For PSBs, bureaucratic hurdles persist despite reforms, while India Post’s manual processes
exacerbate delays, especially for remittances. Urban respondents reported slightly larger gaps (PSBs: -0.68,
India Post: -0.72), reflecting higher service demands.

In responsiveness, India Post outperforms PSBs (-0.41 vs. -0.58), though the difference is marginally
significant (p = 0.06). India Post staff, often embedded in communities, showed greater willingness to assist,
particularly in semi-urban areas (-0.34 gap). PSBs’ larger gap ties to longer wait times and less proactive
service, especially in urban branches (-0.65). This aligns with Kumar (2017), who noted India Post’s service
orientation.

Assurance favors PSBs (-0.39 vs. -0.67, p = 0.03), driven by regulatory oversight and trained staff,
fostering trust. India Post’s larger gap reflects inconsistent staff knowledge, particularly for complex
products like insurance. Urban customers reported a wider assurance gap for India Post (-0.74), possibly due
to comparisons with private providers.

Empathy is India Post’s strongest dimension (-0.32 vs. -0.51, p = 0.05), echoing Roy (2018). Post office
staff, especially in semi-urban areas (-0.25 gap), offer personalized attention, addressing customers by name
and understanding local needs. PSBs’ larger gap (-0.51) reflects standardized service, with urban branches (-
0.58) showing less individual care. This suggests India Post’s community model mitigates other
deficiencies.

Urban-semi-urban disparities highlight expectation gaps. Urban customers, exposed to private banks and
fintech, reported larger gaps across all dimensions, particularly for India Post’s tangibles and assurance.
Semi-urban customers, valuing accessibility, were more forgiving, narrowing gaps. These findings suggest
that service quality perceptions are context-dependent, with PSBs better suited to urban demands and India
Post resonating in semi-urban settings.

Discussion:

This study’s findings align with prior research while offering new insights. PSBs’ strength in tangibles
reflects post-reform investments, supporting Das and Ghosh (2016). Their assurance advantage, tied to
regulatory frameworks, echoes Mohan (2014). However, persistent reliability gaps (-0.62) confirm Kumar
and Gulati (2009), suggesting bureaucratic inefficiencies remain a hurdle. India Post’s empathy and
responsiveness strengths align with Roy (2018) and Kumar (2017), rooted in its community-centric model.
Yet, its tangibles (-0.78) and assurance (-0.67) gaps highlight modernization lags, consistent with India
Post’s 2023 report.

The urban-semi-urban divide underscores expectation disparities. Urban customers’ larger gaps, especially
for India Post, reflect exposure to private-sector benchmarks, as noted by Kapoor (2018). Semi-urban
customers’ smaller gaps align with Nair (2020), emphasizing trust and access over infrastructure. This
suggests PSBs cater better to urban needs, while India Post thrives in semi-urban contexts.

Implications for PSBs: Reliability and responsiveness require process streamlining. Digital tools like Al
chatbots could reduce wait times, enhancing responsiveness. Empathy gaps, particularly in urban branches,
suggest a need for staff training in customer-centric service, balancing standardization with personalization.
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Implications for India Post: Tangibles demand urgent investment. Upgrading facilities and scaling IPPB
could narrow gaps, especially in urban areas. Assurance gaps call for staff training in financial products.
Leveraging empathy as a differentiator can build loyalty while addressing reliability through process
automation.

Policy Implications: Financial inclusion schemes like PMJDY should prioritize service quality. Supporting
India Post’s digital transition and PSBs’ operational efficiency can align with inclusion goals. Urban-rural
service benchmarks may need tailoring to manage expectations.

Comparatively, PSBs’ technological edge contrasts with India Post’s human-centric service, suggesting a
potential hybrid model. Integrating India Post’s empathy with PSBs’ infrastructure could enhance public-
sector competitiveness against private players, as Chaudhary and Sharma (2011) noted.

Limitations include the exclusion of rural perspectives, which may differ significantly. Convenience
sampling risks bias, and the cross-sectional design limits reform impact assessment. Future research could
adopt longitudinal methods or include rural data to deepen insights.

This study contributes to the literature by directly comparing PSBs and India Post, addressing a gap noted in
Agrawal (2013). It highlights the interplay of modernization and human connection in public financial
services, guiding providers toward customer-centric improvements in India’s evolving financial landscape.

Conclusion

This SERVQUAL analysis reveals nuanced service quality profiles for public sector banks (PSBs) and India
Post Financial Services. PSBs excel in tangibles (-0.45 gap) and assurance (-0.39), leveraging modern
infrastructure and regulatory trust. India Post leads in empathy (-0.32) and responsiveness (-0.41), driven by
community-oriented service. Reliability remains a shared weakness (PSBs: -0.62, India Post: -0.65),
reflecting operational inefficiencies. Urban customers report larger gaps than semi-urban ones, highlighting
expectation disparities shaped by technological exposure.

These findings underscore the trade-offs between modernization and personalization. PSBs’ technological
edge suits urban demands, while India Post’s empathy resonates in semi-urban areas. Both providers must
address reliability to meet rising customer expectations. For PSBs, streamlining processes and enhancing
empathy can boost satisfaction. India Post requires digital upgrades and staff training to narrow tangibles
and assurance gaps, leveraging empathy as a competitive strength.

The study contributes to India’s financial inclusion discourse by comparing two public-sector giants,
offering actionable insights. Policymakers can support digital transitions for India Post and efficiency
reforms for PSBs to align with schemes like PMJDY. Limitations, such as the exclusion of rural
perspectives and cross-sectional design, suggest avenues for future research, including longitudinal or rural-
focused studies.

Ultimately, improving service quality in PSBs and India Post can strengthen public trust, enhance financial
access, and counter private-sector competition. By balancing technological advancements with human-
centric service, both providers can play complementary roles in India’s financial ecosystem, fostering
inclusion and customer loyalty in a rapidly evolving market.
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