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Abstract 

Business organizations make considerable use of professional services. However, it has

received less attention in the context of professional business services than of other consumer

services in general.

This study represents an empirical assessment of service quality and customer satisfaction in

professional accounting firms operating in North Cyprus. The general purpose of this study

was to examine the potential of SERVQUAL, an instrument frequently employed to assess

the quality of consumer services, in professional accounting firms and to identify those

managerial actionable factors that impact customer satisfaction. In addition, the study

explored the relationship among customer satisfaction, service quality, firm image, and price

of service rendered.

The results of the empirical study indicate that price, firm image and service quality had a

positive relationship with customer satisfaction. The impact on satisfaction from highest to

lowest in order was, overall firm image, price compared to quality and service quality

(empathy), respectively. This tells us the firm image is the most important factor to customer

satisfaction, price next, and service quality last from firms' perspective. From our empirical

results, we may infer that the client believe that no matter which accounting firm they choose

should have a certain degree of service quality guaranteed in the highly competitive battle

field.

Key words: Quality of consumer services; customer satisfaction; accounting firms;

SERVQUAL
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SECTION I 

PROBLEM FORMUlATION 

1.1 Introduction

This section presents the topic area, the problem situation, the problem statement and the

bjectives of this study.

1.2 Statement of the topic

Business organizations make considerable use of professional services. However, it has

received less attention in the context of professional business services than of other consumer

services in general. There are few articles to investigate customer satisfactions of professional

accounting firms and how business organizations select and switch accounting firms.

In the present economic environment, characterized by technological dynamism and intensive

competition, the issue of customer satisfaction has become extremely important for the

success of any business. If not recognized and responded to rapidly changing business

environments effectively, a firm may result in increased pressure of work, lost revenue

opportunities, increased costs and, ultimately, in increased levels of customer dissatisfaction

(Gurau and Ranchhod 2002).

Nowadays many accounting firms are also stuck in a highly competitive market. Sometimes, a

firm gets a disturbing message that the client is not pleased with the services. By this time it

may be too late for taking any correctable action. Therefore, a firm must constantly ask itself,

"what do clients want from us?" and "how do we improve what clients actually perceive?"

7



With the emergence of competitive battlefield, the need for an appropriate approach to quality

measurement in the context of professional business became apparent.

1.3 Problem situation

Company formations come in legally described different forms. In Northern Cyprus, there are

over 12,000 ltd companies that are legally enforced to get their accounts audited by registered

accounting firms (Office of the Registrar and Receiver of Companies, 2006).

Correspondingly, there are 251 accounting firms and registered accountants offering auditing

services. Due to the latest political and other developments in Cyprus the number of

companies are on the increase so is the competition between the accounting firms to maintain

or increase their market share.

Evidently, there is a need to understand why business companies select and switch accounting

firms in general and in Northem Cyprus in particular.

1.4 Problem statement

The SERVQUAL, an instrument frequently employed to assess the quality of consumer

services, was adapted to assess customers' perceptions of service quality in the context of

professional business (Bojanic 1991; Freeman and Dart 1993; Weekes, Scott, and Tidwell

1996). Some researchers examined the relationship between audit quality attributes and client

satisfaction (Behn, Carcello, Hermmanson, and Hermanson 1997). Client satisfaction with the

audit team was positively associated with audit fees paid by Fortune 1000 clients (Behn et al.,

1999). Taking these studies into consideration, the literature is focused on either examining

the determinants of service quality only or audit quality attributes oriented. Business

organizations make considerable use of professional services. However, it has received less

8



rion in the context of professional business services than of other consumer services in

ı,:ııeral. Besides, extant satisfaction research offers little insight into the role of price might
A • 

.e on customer satisfaction.

purpose of this study is to assess customers' perceptions of service quality with an

ounting service firm. It was a study where investigations using SERVQUAL was carried

to assess the quality of services provided to clients of local accounting firms in Northern

yprus.

1.5 Objectives of the study

A professional accounting firms in Northern Cyprus were investigated with the following

bjectives set for the study:

1.5.1 To examine the potential application of SERVQUAL in the case of a professional

accounting services companies.

1.5.2 To identify those managerially actionable factors (such as price and firm image) that

impact service quality and customer satisfaction at the selected professional

accounting firms.

1.6 Conclusion

This section was presented the problem formulation for the study through presenting the topic

area, problem situation, problem statement and the resulting objectives. The next section will

introduce a brief literature review on SERVQUAL - measuring customer satisfaction in

accounting services.
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CTION II 

EF LITERATURE REVIEW AND°CONCEPTUAL FRAMEWORK 

1 Introduction

s section briefly introduces SERVQUAL as an instrument used to assess customer

ptions on service quality and depicts a model as a framework to be used for the

~ectives of the study.

SERVQUAL

ERVQUAL is a multi-item scale developed to assess customer perceptions of service quality

service and retail businesses (Parasuraman et. al., 1988). The scale decomposes the notion

f servıce quality into five constructs as follows:

Tangibles:

Reliability:

physical facilities, equipment, staff appearance, etc.

ability to perform service dependably and accurately

Responsiveness: willingness to help and respond to customer need

Assurance: ability of staff to inspire confidence and trust

Empathy: the extent to which caring individualized service is given

SERVQUAL represents service quality as the discrepancy between a customer's expectations

for a service offering and the customer's perceptions of the service received, requiring

respondents to answer questions about both their expectations and their perceptions

(Parasuraman et. al., 1988). The use of perceived as opposed to actual service received makes

10



ERVQUAL measure an attitude measure that is related to, but not the same as,

=-.1:)li:l\,;tion (Parasuraman et. al., 1988). Parasuraman et. al. (1991) presented some revisions

e original SERVQUAL measure to remedy problems with high means and standard

riations found on some questions and to obtain a direct measure of the importance of each

ct to the customer.

Conceptual Framework

gure 2. 1 depicts the conceptual framework for the proposed study. This model begins with

,ERVQUALmeasurement scale, consisting of five-dimensional structure (responsiveness,

assurance,empathy, tangibles, and reliability), to assess service quality.

esponsiveness
.Assurance
.Empathy
. Tangibles
. Reliability

ô
/~

Customer
SatisfactionService

Quality

Firm
Image

Figure 2.1: A model of customer satisfaction in the context of professional services
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vice Quality 

definition, service quality construct is the difference between perceived service and

ted service (Parasuraman, Zeithaml and Berry1985). Customer expectations capture a

omer's prior consumption experience with a firm's products or services as well as

·ertisingand word-of -mouth information. (Fomelll 992). Researchers generally agree that

tations serve as reference points in customers' assessment of service performance.

ithaml & Bitner (2000) stated, "the dominant view among CS/D researchers is that

ctations are predictive standards- i.e., what customers feel a service provider will offer."

Service providers must realize that the key to service quality is consistently meeting or

exceeding consumer expectations (Bojanic 1991). The consumer's perception of the service

s matter rather than the service provider's. Consumers' perceptions of service quality

pend on the size and direction of the gap between perceived service and expected service

.hich, in tum depend on the nature of the gaps associated with the design, marketing and

elivery of services (Parasuraman et al. 1985).

Service quality is more difficult for the consumer to evaluate than product quality because of

the lack of tangible evidence associated with service. This is especially true for professional

services because they tend to be very people-based. Service quality can be measured by how

well the service delivery matches a client's expectations (Lewis and Booms 1983).

Since the appearance of Parasuraman et al.'s (1985, 1988) research, which developed their

scale to measure service quality (SERVQUAL), numerous researchers have attempted to

empirically replicate the instrument's five-dimensional structure as follows:

1. Responsiveness-willingness to help customers and provide prompt service;

12



Assurance-knowledge and courtesy of employees and their ability to inspire trust and

confidence;

Empathy-caring, individualized attention to customers;

Tangibles-physical facilities, equipment and appearance of personnel; and

5. Reliability-ability to perform the promised service dependably and accurately.

work performed evaluating or using the SERVQUAL instrument indicates that the

ric determinants of the instrument provide a platform for expanding the instrument to

lude constructs for assessing extra case specific determinants such as professionalism,

ue for money and especially the core service or the business (Walbridge and Delene 1993).

· ce the SERVQUAL instrument has been productively used for measuring service quality

many proprietary studies, this study intended to employ SERVQUAL instrument to

ure service quality in the context of professional service.

Customer Satisfaction

Oliver (1997) defines satisfaction as "the consumer's fulfilment response, the degree to which

e level of fulfilment is pleasant or unpleasant." Zeithaml and Bitner (2000) define

satisfaction as the customers' evaluation of a product or service in terms of whether that

product or service has met their needs and expectations. Dissatisfaction with the product or

service is resulted as failure to meet the customers' needs and expectations.

Satisfaction and perceived quality are highly intercorrelated (Bitner and Hubbert 1994;

Churchill and Surprenant 1982). Some studies find that satisfaction drives a general

perception of quality, while others find that perceptions of quality drive satisfaction (De

Ruyter, Bloemer, and Peters 1997). Most marketing researchers accept a theoretical

13



-•n~-ork in which quality leads to satisfaction (Dabholkar, Shepherd, and Thorpe 2000;

1997), which in t~ım influences purchasing behaviour (Johnson and Gustafson 2000;

1999). These arguments suggest that service quality is likely to affect customer

ıııtistaction.

image 

image is defined as perceptions of a firm reflected in the associations held in consumer

ory (Keller 1993). Gronroos (1990) contended that a favourable and well-known image

an asset for any organization because image can impact perceptions of quality, value, and

· faction. Researchers have emphasized firm image affects perceptions of quality

ormance as well as satisfaction and loyalty (Andreessen & Lindestand 1998). Zeithaml

Bitner (2000) argued that firm image would influence customer perceptions of the service

's operations and would be reinforced by actual service experiences to solidify the desired

ge. Some researchers also mentioned that firm image would have been affected by the

tomer's more recent consumption experiences, or customer satisfaction (Johnson, Fornell,

Andreessen, Lervik, and Cha 2001).

Price 

Price is defined what is given up or sacrificed to obtain a product or service from the

consumer's perspective (Zeithaml 1988). Considerable empirical studies have shown different

results of the relationship between price and service quality. Peterson and Wilson (1985)

concluded that the relationship between price and quality is not universal and that the

direction of the relationship may not always be positive. A positive price-service quality

relationship does appear to exist in some empirical results (Monroe and Krishnan 1985;

Dodds, Monroe, and Grewal 1991; Teas and Agarwal 2000). Based on the conceptual model
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rice quality proposed by Parasuraman et al. (1985), discrepancies between service

ery and external communications cause Provider Gap 4. Zeithaml and Bitner (2000)

"one of the important types of external communications in services is the price of the

· e." In addition, customers likely depend on price as a cue to quality and because price

expectations of quality, service prices must therefore be considered.

the other hand, the effect of price on satisfaction has received considerably less research

tion than have the roles of expectations and performance perceptions (Spreng, Dixon,
l

Olshavsky 1993). Postpurchase price perceptions have a significant, positive effect on

· faction (Voss, Parasuraman, and Grewal 1998). Zeithaml and Bitner (2000) contended,

e price of the service can greatly influence perceptions of quality, satisfaction, and value.

Because services are intangible and often difficult to judge before purchase, price is

uently relied on as a surrogate indicator that will influence quality expectations and

perceptions." Some researchers argued that client satisfaction with the audit team is positively

ociated with fees (Behn et al., 1999).

2.4 Conclusion

This section has provided the background to SERVQUAL as an instrument to measure

customer satisfaction from services. A conceptual model of the SERVQUAL instrument was

also depicted that was supported the investigations during the study. The next section will

discuss the methodology.
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ODOLOGY ,

es, collection and analysis of data are discussed in this section in order to justify the

a!lhods chosen for the proposed investigations.

Sources of data

_,· motivating literatures that was scanned and the empirical steps that was followed in the

ıy are discussed below.

. 1 Secondary data collection

·· erature review into customer satisfaction with regard to service products and the

IERVQUALmodel was carried out for mainly two reasons. First, whether the SERVQUAL

rument is applicable in the context of professional accounting business was discussed. The

appropriate numbers of dimensions of SERVQUAL was explored. Second, the course of

analysisof the full model for investigations was introduced.

3.2.2. The measuring instrument, sample and primary data collection

In preparation for the study, in-depth interviews with some partners from accounting firms

and some existing clients of the selected case company was conducted to ensure the face

validity of the measures. Several academic·researchers were approached to provide some

advices. Based on their feedback, several items of the original SERVQUAL questionnaire

was deleted and modified. The questionnaire was pre-tested with 30 clients of various

accounting firms. Respondents have explicitly been asked to indicate any ambiguities or

16



ver letter explaining the nature and importance of the research offering a summary report

e findings on completion of the study was sent to the clients of the companies who will

selected purely by random sampling. The questionnaire does contain three parts:

j ınial sources of error stemming from the format or the wording of the questionnaire.

respondents were used to further refine and modify the SERVQUAL

I Does contain questions about the customer's opinion of perceived and expected

ices, respectively.

Part II Does ask the customer to evaluate the accounting firm in terms of various constructs.

art III Does contain demographic information to determine the title of respondent and type

f business engaged e.t.c. Questionnaires had been hand delivered to owners/managers of

ustomer companies and has been collected later at the convenience of the customer

ompanies. Of the 120 instruments mailed, 109 questionnaires were returned (9 of which were

unusable), yielding an effective responsive rate of 91.74%. The sample consist of 100

companies that span all industries from foods, to real construction and tourism industries.

17



Table 1 Demographic information

Items Total O/o
~ ,.•.

:

1. Title:
Chairman/President 55 55 
Vice President 30 30
Accounting Manager 10 10
Other 5 5

2. Type of Business Engaged:
Textile 19 19
Service sector 15 15
Electricity company 4 4
Construction 15 15
Rent A Car 5 5
Tourism 4 4
Other 38 38

3. Number of year:
0-5 50 50
6-10 18 18
11-15 13 13
16-20 12 12
21-..... 7 7

3.2.3. Measurement of the Constructs

This section explains our measures and validation. All the final scale items are provided in the

Appendix 1 and 2. A 5-point Likert scale was applied to measure the different constructs

anchored from strongly disagree to strongly agree.

As to service quality, we described 19 measurement variables adapted from Parasuraman et

al. (1988; 1991) SERVQUAL instrument to this particular professional accounting business.

This led to five-factor dimension of service quality, consisting of tangibles, reliability,

responsiveness, assurance and empathy. Customer satisfaction was measured using identical
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sson (2000).

adapted from Fornell, Anderson, Cha, and Bryang (1996): (1) an overall rating of

ction, (2) the degree to which performance that fall short of or exceeds expectations,...
(3) a rating of performance relative to the customer's ideal good or service in the

ory. Measures for price were adapted from items used by Mayhew & Winer (1992) and

er (1986). Firm image was measured by adapting relevant scale items from Johnson &

.4 Validation of Measures

SPSS programme was used to analyze the results of the questionnaire. We assessed the

idity (reliability) by reviewing the t-test, and after that we explored the relationship among

endent variable (customer satisfaction) and the independent variables (service, quality,

image, and price of services rendered).

discussed in earlier sections, we conducted in-depth interviews with some partners from

ounting firms and some of their existing clients while preparing our SERVQUAL

estionnaire. Since SERVQUAL is a well-established measure, the scale can be considered

ossess content validity. Empirically, convergent validity can be assessed by reviewing the

sts for the factor loadings of the indicators. If all factor loadings for the indicators

suring the same construct are statistically significant (greater than twice their standard

r), this can be viewed as evidence supporting the convergent validity of those indicators

derson and Gerbing 1988). Table 2 presents that all t-tests were significant showing that

indicators were effectively measuring the same construct, or high convergent validity. In

dition, those reliability coefficients were also found acceptable: 0.866 (responsiveness),

.766 (assurance), 0.772 (empathy), 0.829 (tangibles), and 0.891 (reliability). For subsequent

easurement model evaluation and hypothesis testing, we aggregated the SERVUQAL to
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ıve five indicators (i.e., RES, ASS, EMP, TAN, and REL) by summing of the measurement

at the first-order construct level.~

Table 2 Sig. (2-Tailed) and T values of SERVQUAL scale
Parameter I Sig. ( 2- Tailed) I T-Value I Reliability

(Cronbach's a) 
Responsiveness .866

RES 1 .000 -4.187
RES2 .000 -4.119
RES 3 .000 -5.327
RES4 .000 -3.987

Assurance .766

ASS 5 .000 -3.796
ASS 6 .010 -2.619
ASS 7 .002 -3.112
ASS 8 .002 -3.188

Empathy .772

EMP9 .004 -2.938
EMP 10 .000 -4.191
EMP 11 .000 -3.697
EMP 12 .003 -3.063

Tangibles .829

TAN 13 .047 2.009
TAN 14 .480 .709
TAN 15 .917 .104

Reliability .891

REL16 .002 -3.235
REL17 .004 -2.947
REL18 .001 -3.306
REL19 .000 -4.950

The second measurement model included customer satisfaction, price, and fırın image. We

calculated Cronbach' s alpha for the scale items to ensure that they exhibited satisfactory
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