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The banking sector in Sri Lanka grew rapidly in the
recent years. Services sector accounts 56.2% of Gross
Domestic Product in Sri Lankan economy which is the
highest in all sectors where as the financial services
which includes banking industry contribute 9.7% to total
Gross Domestic Product (Central bank Report 2006).
Further in Sri Lanka, financial system of the country
mainly depends on banking system because banking
sector represents a share of 70.8% of total financial
system of the economy. The rapidly changing and highly
competitive environment which banks are forced to
operate within are pushing them to rethink about their
attitude towards customer satisfaction and optimization
of service quality.
With this background this study is aimed at identifying
the significance of the income level of the consumers’ on
the evaluation of service quality in the retail commercial
banking industry of Sri Lanka. Further, to identify
whether there is any difference based on the level of
income of the consumers on evaluation of service quality
of the banks of which they are dealing with. A sample of
150 consumers was selected through stratified random
sampling technique. The scope of the study was retail
consumers of private and public commercial banks
situated in the Gampaha district, who have been dealing
with those particular banks more than two years. The
retail consumers who are maintaining savings accounts,
fixed deposit accounts and current accounts were
considered proportionately in drawing the sample
elements. Survey method used to gather primary data
and it was developed on SERVQUAL model of service
quality. The gathered data were analyzed using ANOVA
with Duncan Multiple Range Test and findings showed
that there are slight differences among the consumer
groups based on their income levels in terms of
evaluation of service quality provided by the banks.
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1. Introduction

Deregulation of the banking sector has speed up the
competition between banks and expanded the industry to
greater extent and also the entrance of foreign banks to
Sri Lankan market intensify the competition since the
competitive edge that they are having with their huge
asset base and advanced technology. Therefore banks need
themselves to differentiate from other institutes. But being
differentiated is not that easy for banks since their core
business is to sell a service. Products can be differentiated
easily with its features where as it is difficult with services due
to its intangible nature. The only way of differentiating
services is tangiblizing the service through improving
the quality of the service. Therefore, due to the
undifferentiated nature of money and other financial
services, banks are now heavily rely on improving
quality of service to get the competitive edge.

Across all  service  industries,  the  issue  of  service quality
remains a critical one as businesses strive to maintain a
comparative advantage in the marketplace (Stafford, 1996).
Because financial services, particularly banks, compete in the
marketplace with generally undifferentiated products, hence
service quality becomes a primary competitive weapon
(Stafford, 1996). Banks that excel in quality service can have a
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