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Abstract

The study examined the moderating effect of
quality service delivery in the relationship
between trust and customer engagement in
Nigerian banks. To attain the aim of this study, a
cross-sectional research design was employed.
Four hundred and eighty (480) bank customers
selected through quota sampling from 15 listed
banks in Abuja were administered with the study
instrument. Structural Equation Model (SEM)
was used to analyze generated data. The study
found trust and service quality to have significant
effects on customer engagement. Also, quality
service delivery was found to moderate the
relationship  between  trust and customer
engagement. The study concludes that customer
engagement can be enhanced through trust and
quality service delivery. Thus, banks should aim
at providing quality service that is trusted by
customers so as to create the fertile ground for
the desired engagement of customers.

Keywords: Customer engagement, Trust, Service
quality, Bank, Moderation

1. Introduction

The banking sector plays a crucial role toward the
growth and development of an economy. The
sector is responsible for investment, deposit,

advances, and interest earnings which is clearly
defined by the quality and functioning of the
economy (National Bureau of Statistics, 2020).
Globally, the industry has always been a
customer-centric sector where customers that
favorably responds to customer engagement
activities brings an average of $402 in additional
revenue, increase of 10% deposit balance and
14% increase in investment (Gallup, 2020). In
Nigeria, COVID-19 and other economic distress
such as reduction in salary, layoff and high
uncertainty of business viability have placed
pressure on banks which have negatively
impacted on business activities and as a result
consumer have cut back spending on non-
essential commodity.

As the banking industry gears up to robustly
adopt digital solution, the focus on customer
engagement is also increasing dramatically (Islam
et al., 2019). Customer engagement is depicted as
a way to create, build, and improve customer
relationships (Abbas et al., 2018). Customer
engagement is regarded as a catalyst for
sustainable competitive advantage and predictive
power of consumer behavior, value creation and
organizational performance (Agyei et al., 2020).
Engaged customers are more likely to refer or
recommend product/services to friends and
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family. Therefore, the strategic importance of
customer engagement cannot be over emphasized,
this necessitates for more study to be conducted
on factors that facilitate customer engagement in
the banking industry (Brodie et al., 2013).

Customer engagement has been conceptualized to
be a one-dimensional construct e.g. (Jaakkola &
Alexander, 2014). In contrast most existing
research (e.g. Claffey & Brady, 2017; Bowden et
al., 2017) conceptualized customer engagement as
a multi-dimensional construct with cognitive,
affection and behavioral as dimensions. In the
same vein Brodie et al. (2013) view customer
engagement as having cognitive, emotional and
behavioral dimensions that play major roles in
relational exchange. In view of this, the study
adopts the three widely used dimensions of
customer engagement which are cognitive,
emotional and behavioral dimensions. This
interactive view is of great importance in the
service industry.

Service quality is an important phenomenon in
today’s business activity and regarded as a factor
that leads to customer engagement, it refers to the
variance between an expected incidence and
actual incidence (Mohammed, 2013; Dehghan,
2013; Jeremiah et al., 2015; Ehsani & Ehsani,
2015). In order to satisfy customers and compete
favorably business organizations should provide
reliable and quality services (Loke et al., 2011).
Service quality is also seen as a factor that affects
customer attitude and behavior to make decisions
towards an organization (Esmaeilpour et al.,
2017). A business organization is expected to
continuously improve its service according to
customers’ needs and expectations to develop
cognitive response to consumer experience
(Kurnianingrum & Hidayat, 2020). However, the
importance of service quality as a tool to enhance
customer engagement remains under-explored
(Islam et al., 2019). This study addresses this gap
by examining the effect of service quality on
customer engagement in Nigeria banking
industry.

Trust is when customers are confident that their
banks’ customer service is competent and reliable
to adequately provide for their needs (Chinomona
& Sandada, 2013). It is also the ability and
willingness to rely on another party in the face of
risk (Upamannyu et al., 2015). Trust is mostly
used in literature and confirmed to be one of the
constructs relevant in explaining customer
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engagement (Kosiba et al.,, 2018). Trust is
important in relational exchange among parties
and an established phenomenon in buyer-seller
relationship (Verma et al., 2016; Cheng et al.,
2017). Trust minimizes risk and improves
customer commitment to a particular service (Van
& Petzer, 2018) which may later result to
customer engagement. However, little empirical
studies have been conducted on the effect of trust
on customer engagement in the banking sector in
African economies (Kosiba et al., 2018). This
calls for more studies on the role of trust in
getting customers engaged in the Nigerian
banking industry.

From the empirical reports above, service quality
and trust are predictors of customer engagement.
Also, the study argued from commitment-trust
theory that relationship benefit can come in form
quality service delivery and trust and will
therefore lead to customer engagement. These
arguments form the bases and justification of this
study.

In view of this the study examines the moderating
role of service quality on the relationship between
trust and customer engagement in Nigeria
banking industry.

2. Literature Review and Hypotheses
Development

Theoretical Framework

The Commitment-trust Theory

The theory was developed by Morgan and Hunt
(1994) and the assumption of the theory is that
trust is a determinant to building a relationship.
The authors argued that two parties cannot work
together unless trust exists between them. This
affirmed the importance of trust in any
relationship.

According to Holdford and White, (1997) the
commitment-trust theory has five antecedent
which are relationship benefits, termination cost,
shared values, communication and opportunistic
behavior and five outcomes which are
acquiescence, propensity to leave cooperation,
functional  conflict and  decision-making
uncertainty.

This study argues that quality service delivery
harbours relationship benefit which can help build
trust and subsequently lead to willingness to




cooperate which this study considers as
willingness to engage. In view of this, the study
presents a research model showing the
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relationships between trust, service quality and
customer engagement.

Trust

Service

Quality

Fig. 1: Model of Study

Trust and Customer Engagement

Agyei et al., (2020) examined the influence of
trust on customer engagement in an Insurance
company with 452 responses from customers. The
study used structural equation model to analyze
data. The study found trust to be significantly
related to customer engagement. The study of
Kosiba et al., (2018) using intercept approach to
select participants from retail banking customers
found trust to have a positive and significant
relationship on customer engagement. Since only
few studies have examined the relationship
between trust and customer engagement, this
necessitates for more studies. Therefore, this
study hypothesizes that;

H;. Trust has no significant effect on customer
engagement

Service Quality and Customer Engagement
Sukendi et al., (2021) examined how service
quality influences customer engagement in B2C
e-commerce. Data were collected from 205
respondents and result shows that service quality
is significantly related to customer engagement.
Also, Islam et al., (2019) examined the
importance of superior service quality in creating
long term bonds among hotel guests. Using
structural equation model to analyze data
collected from 395 respondents the study found a
positive and significant effect of service quality
on customer engagement.

Furthermore, Chetthamrongchai et al., (2019)
examined the mediating role of customer
engagement on the relationship between

#  Customer Engagement

perceived service quality, price strategies and
customer devotion on pharmacy customers. Data
were analyzed using SEM and the study reveals a
positive correlation between perceived service
quality, price strategies, customer devotion and
customer engagement. In contrast, Prentice et al.,
(2019) examined the relationship that exists
between brand experience, brand love, service
quality and customer engagement. Data collected
from 300 respondents and analyzed shows that
brand experience and brand love are significantly
related to customer engagement, however service
quality was found to have a minimal effect on
customer engagement.

The inconsistency in findings of previous studies
is a justification for another empirical study to be
conducted to determine which side the result will
swing to. This study therefore hypothesizes that;

H,. Service quality has no significant effect on
customer engagement

Service Quality as a Moderator

The study of Rehman, et al. (2020) examined the
impact of service quality dimensions on customer
trust with 220 respondents from an Insurance
company. The study used correlational analysis
and hierarchical multiple regression to analyze
data. The study found service quality dimension
to have a positive significant relationship with
trust. Also, Kurnianingrum and Hidayat, (2020)
examined the influence of service quality on
customer trust of consumers in beauty care
clinics. Data collected from 276 customers using
PLS for analysis shows that service quality has a
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positive effect on consumer trust. Furthermore,
Esmaeilpour et al. (2017) investigated the effect
of service quality on brand trust and brand
reputation among 400 customers of banks. SEM
was used to analyze and the result of this study
shows service quality to have a significant effect
on brand trust.

Following from the empirical reports in the
foregoing, service quality is found to have a
significant relationship on trust and trust is found
to have a significant relationship on customer
engagement. Thus, it can be seen that service
quality is a potential and possible moderating
variable going by the relationship that exist
between service quality and trust and also the
relationship that exist between trust and service
quality. Thus, this study hypothesizes that;

H;. Service Quality does not moderate the
relationship between Trust and customer
engagement

3. Methodology
Research Design, Population and Sampling
Technique
This study employed a cross-sectional research
design using a structured questionnaire for data
collection. ADANCO (statistics) was deployed
for the data analysis. The number of bank
customers cannot be ascertained therefore the
population of the study is considered infinite. In
the study of Rose, Spinks and Canhoto (2015) the
sample size of an infinite population can be
calculated thus;

nr = 4pq

dZ

Where:
n, = required sample size, p = proportion of the
population having the characteristic, ¢ = 1 — p,

and d = degree of precision. p was set at 0.5, g =1
- 0.5=0.5, d = 0.05, which means the present
study utilized 5% as the acceptable margin of
error. These figures were substituted into the
formula below:

n=_4*05*%05 = 1 =

0.05° 0.025
400 respondents are required

The minimum sample size is 400; however, the
researchers added 20% of 400 to cater for
unreturned and incorrectly filled copies of the
questionnaire. Therefore, the study administered
480 copies of the questionnaire among customers
of 15 listed banks in Abuja using quota sampling
in order to have representation from each bank
(Kothari & Garg, 2014). Thus, thirty-two (32)
copies of the data collection instrument were
administered on the selected customers of each of
the 15 banks.

Prior to distribution, the questionnaire was
developed using constructs that were adapted
from previous studies. The construct of customer
engagement was measured using Hollebeek et al.
(2014) 10-items scale. Trust was measured using
Morgan and Hunt (1994) 3-item scale and Service
quality was measured using Spreng and Mackoy
(1997) 3-items scale with modifications made to
suit the context of study. The questionnaire items
were scaled using 5-point- Likert type of scale
ranging from strongly agree (5) to strongly
disagree (1).

4. Data Analysis

A total of 421 responses were collected and
evaluated, however, only 402 responses were
utilized for analysis after they had been screened
and cleaned.

Table 4.1: Demographic Characteristics of Respondents (n=402)

Characteristics Frequency Percentage Cumulative Percentage
Gender

Male 249 61.9 61.9

Female 152 37.8 99.7

Not Specified 1 00.3 100.0

Level of Education Frequency Percentage Cumulative Percentage
Postgraduate Degree 33 8.2 8.2

Bachelor Degree 222 55.2 63.4
OND/NCE 133 33.1 96.5

SSCE 14 3.5 100.0
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Marital Status Frequency Percentage Cumulative Percentage
Single 158 39.3 39.3
Married 219 54.5 93.8.

Others 25 6.2 100.0

Table 4.1 presents the gender distribution of the
respondents. A significant portion of the
respondents were male with 61.9% while the
female respondents constitute 37.8%. An
insignificant portion which represents only 0.3%
of the total population did not specify their
gender. This implies that more male frequent in
the bank at the time of the study.

The level of educational qualification of
respondents show that 8.2% have postgraduate
degree, 55.2% have bachelor degree as their
highest qualification, 33.1% of the respondents

Model Fit
TR1
'\\
TR2 4+
TR3 /

Trust

Clistarmer
sQ1 Engagement

‘\_
S02 o T s
/

5Q3
Service Quality

toderating Effect

have either OND or NCE, and 3.5 have SSCE.
This indicates that most of the customers that
participated in the study were those that have a
bachelor’s degree as their highest qualification.

Lastly, the marital status of respondents was also
analyzed. From the result it was found that most
of the respondents that patronize banks are
married and constitute 54.5% of the total
respondents. 39.3% of the respondents are single
while 6.2% of the respondents belongs to the
others category.

CP1

cpP2

CP32

Cognitive
Frocessing

/ A
AF3

Affection

BH3

Behavioural

Service Ouality

Fig 2: Model Fit

The dependent variable of this
subjected to reflective-formative type of
hierarchical component model. The study
employed repeated indicator approach (see Figure
2). This has been done by repeating all indicators
of the lower order components such as cognitive,
attention and activation on the higher order
component which is customer engagement in
order to obtain the latent variable scores

study was

(Afthanorhan, 2014; Ringle, et al., 2012). The
obtained latent variable scores were then used for
two-stage approach, thereby using each latent
variable score as a reflective indicator to the
higher order component (Hair, et al., 2014; Ringle
et al, 2012). In figure 3, CEl represents
cognition, CE2 represents affection and CE3
represents behavioral.
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Measurement Model

TR1
"'""C'.?SE__L_‘
TR2  4—0.953=—
i
0.958
& CE1
Trust
CE2
~
CE3
0.539 Custarmen
Engagement
502
=881
503 408227
Service Quality
Fig. 3: Measurement Model
Table 4.2: Construct Reliability and Validity
Construct Items Loadings Composite AVE
Reliability
Trust TR1 0.75 0.89 0.74
TR2 0.95
TR3 0.95
Service Quality SQ2 0.88 0.90 0.75
SQ3 0.92
Customer Engagement CEl 0.95 0.90 0.76
CE2 0.93
CE3 0.85

Note: AVE represents Average Variance Extracted

Table 4.2 shows items that loaded well and were
retained since the loadings are above the
minimum threshold of 0.7. SQ1 loaded below the
minimum threshold and was deleted. Based on the
criterion given by Hair, et al., (2019), all items are
reliable to measure their respective reflective
latent constructs.

According to Hair, et al., (2019) composite
reliability of 0.6 to 0.7 is considered acceptable
while value between 0.7 and 0.90 are considered

satisfactorily good. From table 4.2 all values are
above 0.7, therefore the constructs are reliable.

Scholars recommend that the AVE value of 0.50
or above indicates that the construct has a
convergent validity (Chin, 1998; Hair et al.,
2011). An AVE with 0.50 signifies that the latent
construct explains a half of the variance of its
items or factors (Hair et al., 2014). From table 4.2
values of AVE are above 0.5, therefore the study
has convergent validity.

Table 4.3: Discriminant Validity: Heterotrait-Monotrait Ratio of Correlations (HTMT)

Construct Customer Engagement Service Quality Trust
Customer Engagement 1

Service Quality 0.8027 1

Trust 0.7153 0.8087 1
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The heterotrait-monotrait ratio of correlations 4.5 Structural Model

(HTMT) measures factors’ discriminant validity. The structural model was run using the bootstrap
HTMT values should be below 0.9, or, better, procedure with 999 times of resampling and 402
below 0.85 (Henseler, 2017). Table 4.3, shows cases. The magnitude and significance of the
HTMT report, all values are below the minimum structural paths are consistent.

threshold of 0.90 therefore the constructs of the

study achieved discriminant validity.

TR1

*‘"“?.481 -
TR2 4—30.572 -
86.151 CE1
o —¥
TR3 | _193.700
Trust T U0.TE—p CE2
16.696
—
CE3
/ ngagem ent
502
202384 222
503 4338037
Service Quality

Mioderating Effect

Service Quality
Fig. 4: Structural Model
Table 4.4: Coefficient of Determination
Construct Coefficient of determination (R?)
Customer Engagement 0.46

From table 4.4 trust and service quality explain 46% of customer engagement the remaining 54% is
explained by other variables not incorporated into the model.

Table 4.5: Direct and Indirect Path Coefficient

Hvpotheses Original Standard

P Coefficient Deviation P value
Trust -> Customer Engagement 0.49 0.08 0.00
Service Quality -> Customer Engagement 0.30 0.07 0.00
Service Quality*Trust-> Customer Engagement 0.18 0.08 0.02

Trust has a positive significant effect on customer engagement at p<0.01, this means a unit increase
engagement at p<<0.01, this means a unit increase in service quality will lead to 30% increase in
in service quality will lead to 49% increase in customer engagement. Service quality moderated
customer engagement. Service quality has a the relationship between trust and customer
positive and significant effect on customer engagement significantly at p <0.1.
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Table 4.6: Effect Size

)
Trust -> Customer Engagement 0.57
Service Quality -> Customer Engagement 0.33
Service Quality*Trust -> Customer Engagement 0.05

12 values of 0.57, 0.33, and 0.05 are considered
large, medium, and small, respectively (Cohen,
1988). From table 4.6, it can be deduced that trust
has the highest effect on customer engagement
with 0.57, next to service quality at 0.33 and
interaction effect between service quality and
trust  has 0.05 value. Therefore, both service
quality and trust have a high effect on customer
engagement.

Discussion of Findings

First and foremost, the empirical findings from
the study wvalidate the propositions made by
previous studies that quality service delivery is
important in enhancing customer’s engagement.
This indicates that customer engagement can be
nurtured by offering quality service to customers.

As the banking industry gears up to robustly
adopt digital solution, banks should therefore
improve on their services by introducing
technological innovation that will make banking
easy and convenient for all customers. This
finding is consistent with Sukendi et al. (2021)
and negates that of Prentice et al. (2019).

Trust has a significant effect on customer
engagement and also moderates the relationship
between  service quality and  customer
engagement. This shows that trust plays an
important role in customer engagement and as
such should be taken seriously. Therefore, trust is
an enhancer of customer engagement when
quality service is provided. This indicates that
when banks are able to connect and influence the
feelings and emotion of their customers it makes
switching to other banks difficult. This finding
supports that of Agyei et al., (2020).

Managerial and Theoretical Implication

It is confirmed that the global pandemic and the
current Ukraine and Russian war have led to
decline in retail consumption both in developed
and developing economies; therefore the finding
of this study provides management of banks
insight on how to remain competitive as financial
institutions. The study found service quality and
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trust to have significant effects on customer
engagement. Also, service quality was found to
moderate the relationship between trust and
customer engagement. This shows that service
quality is essential in customer engagement in the
banking industry.

The study has also contributed in reaffirming
commitment trust theory. The inclusion of a
moderating variable to the model of the study is a
major contribution to knowledge as studies
reviewed have not considered service quality as a
possible moderator in the relationship between
trust and customer engagement in Nigerian
Banks.

Conclusion and Recommendations

The study explored determinants of customer
engagement in the Nigerian banking industry. The
study concludes that customer engagement can be
influenced by service quality and trust, to address
pressure on banks which have negatively
impacted on business activities and cut in
spending on non-essential commodities. It is
important that customers are properly engaged by
providing quality service and building customer
trust on services provided.

In essence bank management should endeavor to
devote financial and human resources to deliver
quality services and build customer trust
overtime. The study recommends that Nigerian
banks should improve the quality of their services
and make customers believe in the reliability of
services provided. Further research should test the
same model in other sectors other than the
banking industry to enable generalization of
findings. Other determinants should also be
considered to ascertain which one has more effect
on customer engagement.
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