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Abstract Bank of Agriculture (BOA) is the epicenter of agricultural development via its rural credit services. The
agricultural sector in Nigeria is undergoing transformation and transformation can only be successful and sustainable when it
is supported by good credit progrramme and institution which makes BOA to be germane to agricultural development in
Nigeria today. Should BOA failed through poor service quality to farmers, then the transformation programme is doomed.
Thus, the paper analyses the service quality of BOA by using the already known model for service quality assessment-
SERVIQUAL. The study concludes that farmers were relatively more dissatisfied with the service quality dimension
‘assurance’. In other words, assurance is the weakest area of BOA’s services with a highest weighted gap score of 0.21,
followed by reliability, responsiveness, empathy and tangibles with weighted gap scores of 0.20, 0.12, 0.08, and 0.05

respectively.
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1. Introduction

BOA is Nigeria’s premier agricultural and rural
development finance institution, 100% wholly owned by the
federal government of Nigeria. The ownership structure is —
Central Bank of Nigeria (CBN) 40% and Federal Ministry of
Finance Incorporated 60%. Bank of Agriculture Limited is
supervised by Federal Ministry of Agriculture.

The Bank was incorporated as Nigerian Agricultural Bank
(NAB) in 1973 and in 1978, was renamed Nigerian
Agricultural and Cooperative Bank (NACB).Subsequently
in 2000, it was merged with the People’s Bank of Nigeria
(PBN) and took over the risk assets of Family Economic
Advancement Programme (FEAP) to become Nigerian
Agricultural Cooperative and Rural Development Bank
Limited (NACRDB), a name that has always be considered
too long and unwieldy. A plan to reposition the Bank into an
effective and sustainable national agricultural and rural
development finance institution in 2010 led to a further name
change to Bank of Agriculture Limited (BOA). Among other
functions, It Provides affordable credit facilities to segments
of the Nigerian society who have little access to the services
of conventional banks, accepts savings deposit from
customers and encourage banking habits at the grass-roots.

As the nation’s apex agricultural and rural development
finance institution with well over two hundred (200)
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branches located around the country, The Bank of
Agriculture has disbursed 841 billion to over 600 enterprises
across Nigeria in the last 10 years, 83 billion on-lending
facilities to about 12 states of the federation and 84 billion to
about 30,000 beneficiaries sourced from collaboration with
30 institutions and 1.8 million account holders.

The Millennium Development Goals (MDG) of halving
poverty and increasing food availability, accessibility and
affordability by 2015 has made various National
governments initiate policies and strategies at meeting these
goals. In Nigeria, the transformation agenda of the Federal
Government in agricultural sector has led to various credit
liberalization policies (Nigeria Incentive-based Risk Sharing
Agricultural Lending- NIRSAL, a product of the synergy
between the Federal Ministry of Agriculture and the Central
Bank of Nigeria happens to be a good example) which have
made lending to farmers by commercial banks easier,
cheaper and attractive than it used to be. Thus, competitive
lending environment for agricultural credit is created as
farmers now have enabling environment to make choices
between specialised Bank like BOA and commercial banks
sources. But, Commercial bank credit, because of the
business-like manner it is transacted and sometimes
unaffordable loan collaterals required, favours big-sized
farmers than smallholders. However, this fact does not in any
way affect patronages enjoyed by commercial banks as
farmers now organize themselves into groups to enable them
meet the banks requirements. With the active participation of
commercial banks in agricultural credit in Nigeria today and
establishment of more commercial banks in the rural areas,
BOA faces competition as its main domain is encroached



30 Olatomide Waheed Olowa et al.:

Service Quality Gaps and Bank of

Agriculture: Farmers’ Perceived Value Analysis

and invaded. To keep the teaming customers who are
majorly farmers, commitment and upgrading of the
concerned departments in its operation is germane.

The BOA is experiencing service gaps with regard to
perception and expectation parameters of the farmers. The
farmers’ expectations are standards or reference points that
the farmer brings into the service experience, while farmers’
perceptions are subjective assessment of the actual service
experience. Farmer expectations often consist of what a
farmer believes should or will happen. This gap gives an
opportunity for a bank to identify the critical areas of service
delivery where it is falling short and improve upon the
existing practices and create new ways and means of
satisfying customers. The ever-increasing competitive
pressure has led banks to keep an eagle eye on the quality of
the services delivered. The point to make is that service
quality generated is largely attributable to the vibrancy
brought in by post-liberalisation setup. The intense
competition has forced players to focus on quality. Service
quality is the degree of excellence which is dependent on a
number of crucial parameters. A customer attaches different
values to different parameters depending on his/her needs.
This valuation of a bank’s product by the customer has
potential to influence the decision making of any banking
organization including government-owned like BOA. The
key to zenith in any service business is the rendering of
quality services to customers. The reason behind quality is to
satisfy the customer. Thus, research on measuring same is
highly desirable. Hence this paper seeks to identify gaps in
service quality of the BOA in order to stimulate the creation
of satisfaction points between Nigerian farmers’ expectation
and perception within the agricultural credit transaction
nexus.

2. Literature Review and Theoretical
Framework

The approximate behavior of quality manifested through
various permutations and combinations is quite cumbersome
to be put down in quantitative terms. In fact, quality lies
along a continuum reflecting the relative position between
two extremes. Here, it is imperative to define quality first.

Quality, according to Japanese production philosophy
implies ‘zero defects’ in a firm’s offerings. The concept of
quality that started with production has permeated other
sectors. Now, quality means twin goals of winning customer
satisfaction and improving productivity to reduce the
associated costs.

David Garving identified five perspectives on a product’s
quality: transcendent approach, product-based approach,
user-based approach, manufacturing-based approach and
value-based approach. These five categories were developed
from manufacturing perspective and cannot perfectly suit the
services. Researchers argued that services being different
from physical goods needed a distinctive approach to define
and measure quality. As a result of customer involvement in
service production, it may be harder to evaluate the quality of

service than that of a physical good. However, the
researchers have developed several models, which can be
used to measure the service quality. A few among them are
Gronroos (1983) model, Oslen (1992) model, a
three-component service quality model (Rust and Oliver,
1994), SERVEQUAL model, SERVPFE model, to mention
but few.

A common point agreed upon by various researchers is
that expectations of customers act as the raised bar against
which delivered services are compared. However, using
expectations as determinants of quality has been a bone of
contention among various researchers. Parasuraman,
Zeithaml and Berryl (1995, 1998) advocated that customer’s
expectations should be used for measuring service quality,
while Cronin and Taylor (1992), Teas (1993) and others
emphasized inclusion of only performance of services and
exclusion of expectations of customers in the measurement
of service quality. Consequently, two measuring tools
SERVQUAL and SEVPERF have emerged. A common
consensus is still absent at large regarding the superiority of
these two scales. SERVPERF relies on psychometric
analysis, while SERVQUAL is endowed with diagnostic
capabilities which a manager can use to spot the points where
quality fails/declines, and take subsequent measures to arrest
the shortfall. Cronin and Taylor (1992) argued that
measuring service quality using SERVQUAL (performance
less expectation basis) is inappropriate and suggested that
SERVPERF measurement (performance only) is a better
method. However, Parasuraman, Zeithaml and Berryl (1994)
contended that the SERVQUAL scale using expectation/
performance gaps is a richer approach to measure service
quality, supporting their earlier assertion that service quality
is a multi-dimensional rather than a one-dimensional
construct. Angur, Natarajan and Jahera (1999) found in their
study on applicability of alternative service quality measure
in India retail banking industry, that SERVQUAL scale
provides greater diagnostic information than SERVPERF.

Parasuraman, Zeithaml and Berryl (1985) pioneered a
study that developed a Gap Model (SERVQUAL). The gap
model states that a customer’s satisfaction is directly related
to disconfirmation of a customer’s experience (perception)
against pre-experience expectations. On a continuum,
service quality is viewed as the difference between
expectations and perceptions between two extremes of
acceptable and unacceptable quality. Parasuraman et al
(1988) opined that while a negative discrepancy between
perceptions and expectations (a ‘performance gap’ as they
call it) causes dissatisfaction/unhappiness, a positive
discrepancy leads to consumer delight/happiness. They
identified 22 variables each for expectations and perceptions,
totaling 44 variables. These variables tagged five dimensions
named RATER: Reliability, Assurance, Tangibility,
Empathy and Responsiveness. Here, customers’ feedback
related to expectations and perceptions are obtained on a
7-points Likert scale and are compared to arrive at GAP (E-P)
scores. The higher the difference between E and P, the higher
is perceived to be the service quality.
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In an equation form, service quality can be expressed as:

Service Quality =Customer’s Expectations — Customer’s
Perception. Thus,

Service Quality Gap=1-(Customer’s Expectations —
Customer’s Perception), if Customer’s

Perception is less than or equal to Customer’s
Expectations; And Service Quality =1, if Customer’s
Perceptionis greater than Customer’s Expectations. And 1 is
the best quality if the index of service quality is within [0, 1].

SERVQUAL has been widely used in a variety of studies.
For instance, studies on retail banking (Hussey, 1999;
Engelland, Workman and Singh, 2000; Dutta and Dutta,
2009; Mishra, Kumar and Singh, 2013), financial services
sector (Newman, 2011) and most of these studies measured
service quality either by replicating (Dutta and Dutta, 2009;
Nair, Ranjith and Shri, 2010) or by adopting (Johnston, 1997;
Lloyd-Walker and Cheung, 1998; Aldlaigan and Buttel,
2002) Multidimensional service model of Parasuraman et al
(1988).While the SERVQUAL has been widely used and
acknowledged as the best instrument for measuring service
quality, to our knowledge, Multidimensional service model
has not been applied to specialized Bank like the BOA which
forms the focus of this study.

3. Objectives

The main objectives of this study are:

1. Understand the demographic profile of farmers
transacting/holding account with BOA

2. Find out the expectations and perceptions of these
farmers regarding various dimensions of service
quality.

3. Identify the gap between the farmers’ expectations and
perceptions.

4. Methodology

4.1. Data

Bank of Agriculture has eight branches in strategic
location within Lagos state namely Ikeja, Shomolu, Agege,
Ajegunle, Epe, Lagos island, Badagry and Ikorodu. A
sample of 15 farmers each was randomly selected from each
of the branches, totaling 120 farmers together. Data were
collected from these farmers using a pre-test SERVQUAL
questionnaire. The questionnaire elicited information
regarding various dimensions of service quality and
demographic profile of farmers. Information on service
quality were elicited under five categories (also called
dimensions) namely Tangibles (physical facilities),
Reliability, Responsiveness, Assurance and Empathy. Each
of the dimensions has between four to five questions. The
same version of questions were repeated under expectations
and perceptions but the expected responses in the two cases
were tempered by the introductory aspect which request

farmers to show their expectation concerning an item and the
extent to which it has been seen or experienced in the
services of BOA. The questions revolves around the 22
service quality attributes in the SERVQUAL from which
expectations and perceptions are obtained on 7-point Likert
scale and are compared (E-P) to arrive at Gap scores.

4.2. Analytical Technique

Simple descriptive statistics like percentage, mean,
weighted mean, standard deviation, and paired sample t-test
were used. Z-test is used to test the significant difference
between expectations and perceptions. In SPSS, t-value
option is used even for large samples (>30). But the
procedure and formula for calculating the t-value for a large
sample is the same as the calculation of Z-value in statistical
analysis. Since we have used SPSS for the analysis of
collected data, we also use the term t-value instead of
Z-value. The reliability of the collected data was tested using
Cronbach’s a.

t-value = (Mean Expectation — Mean Perception) /
((Standard Error) / the square root of n) (n is the number of
samples)

The formula that determines the reliability of data through
Cronbach’s a method is fairly simple and makes use of the
numbers of items in the scale (k) and the average correlation
between the pairs of items (r). The coefficient a varies from
0 to 1 and a value of 0.6 or less generally indicates
unsatisfactory internal consistency reliabilty (George and
Mallery, 2009). It is thus represented as:

Cronbach’s a = (kxr) + {l +(k— 1)r}

5. Results and Discussion

5.1. Demographic Profile of Farmers

A detailed demography of the sampled farmers is
cross-tabulated according to gender and age, gender and
qualification, gender and income and number of visits. From
the sample, 99 of the 120 farmers were male and 21 were
female. Majority of the farmers were between 20 and 50
years, an indication that they within their productive age. In
educational attainment, majority of the farmers had
bachelor’s degree, followed by diploma/ Nigerian Certificate
in Education (NCE), The educational attainment of these
farmers is not surprising considering that Lagos is a
metropolitan cities where graduate job-seekers flocks. Likely,
Most of these farmers were graduate seeking credit to either
start or expand their agricultural SME. However, the average
monthly income of the farmers shows majority are already in
business and are only transacting with BOA to keep their
enterprise status or expand it as majority of them fell within
the income bracket of between 15,000 and #45,000
monthly income. Their visit is mostly monthly or
occasionally perhaps, for business advice from expert credit
officers.
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5.2. Data Reliability Test 09383. It indicates internal reliability of the data. The
Cronbach’s a for the five dimension of service quality is

A reliability test is done using Cronbach’sa to ascertain ;
presented in Table 2.

internal consistency of the data due to the nature of the study.
The overall value of reliability coefficient, Cronbach’s a =

Table 1. Cross-Tabulation of the Demographic Profile

Gender and Age Gender and Qualification
Age (Years) Total Qualification
Gender | 20-35 36-50 51-65 Master’s | Bachelor Di;)]lcogl a/ Others Total
Male 43 46 10 99 6 59 32 2 99
Female 9 10 2 21 3 8 8 2 21
Total 52 56 12 120 9 67 40 4 120
Gender and Income Gender and Number of visit to BOA
Income (%°000) Number of Visits
Total Forth- Occa- Total
Gender | <15 15-30 | 31-45 | >45 Weekly ) Monthly )
Nightly sionally
Male 9 42 44 4 99 9 14 34 42 99
Female 1 13 7 0 21 0 3 4 14 21
Total 10 55 51 4 120 9 17 38 56 120

Table 2. Reliability Analysis

Cronbach’s o

Dimension
Expectation Perception
Tangibles 0.5169 0.7936
Reliability 0.8795 0.8748
Responsiveness 0.8436 0.8120
Assurance 0.8552 0.8553
Empathy 0.8124 0.8763
Reliability coefficient in terms of expectations and perceptions 0.9422 0.9520
Overall Reliable coefficient 0.9383

Table 3. Average Gap Score for Service Quality Dimension: Tangibles

Expectations (E) Perception (P) Gap
Parameter t-value
Mean SD Mean SD (E-P)
BOA have modern looking equipment (like computers) 6.14 0.93 5.86 0.63 0.28 3.018*

The Physical facilities
(like building and interior

. 5.68 0.98 5.83 0.67 -0.15 -1.605%*
Décor) at BOA are visually
Appealing
Employers at BOA are
Neat and clean in their 6.19 0.79 5.61 1.12 0.58 4.994*
Appearance

Materials associated with
The service (pamphlets, 6.10 0.71 5.51 1.10 0.59 6.264*
Pay-in-slips etc.) are visually appealing at BOA

Total 24.11 22.81 1.30

Average Gap Score 0.325

Note:*=significant at 1% level, **=5% level
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5.3. Analyses of Farmer’s Expectations and Perceptions

Tables 3-7 indicate the mean score and standard deviation
of farmers’ expectations and perceptions for each of the 22
service quality attributes and the average gap score. A
positive gap indicates that the farmers’ expectation of service
attribute is more than their perception, while a negative gap
indicates that the farmers’ perception exceeds their
expectation. Furthermore, the last column of these tables

Also shows the results of paired f-test through which
judgments can be made on the significance of the mean
difference (i.e. gap) between the farmers’ expectations and
perceptions of service quality.

The highest gap between the expectations and perceptions
exists at materials associated with the service (0.59), that is,
materials associated with the service could be matter of
concern at service quality dimension ‘tangibles’. The lowest
gap is -0.15 which exists between expectations and
perceptions about physical facilities (Tables 3). With this
analysis, prima facie it seems that the farmers are satisfied
with the physical facilities of service quality dimension

‘tangibles’ because the perception of the farmers exceeds
their expectation. But further analysis with t-test indicates
that the difference between the expectation and perception is
only significant at 5% level (table 3).

While analyzing the gap score for service quality
dimension ‘reliability’, it is found that the most critical area
is punctuality (providing the service at the promised time) of
service delivery. It has the highest gap score of 1.2. That is,
the gap between the expectation of the farmers and their
perception is high for punctuality. The t-value indicates that
all the differences between expectation and perception are
significant at 1% level (table 4).

The gap score of service quality dimension
‘responsiveness’ (Table 5) indicates that prompt delivery of
service could be the biggest cause of dissatisfaction for
average farmer because it has the highest gap score of 0.83.
Communicating exactly when the service will be performed
to the farmers received the lowest gap score of 0.32. But on
the application of t-test on all the service quality attributes,
the difference (0.32) is not significant while other
differences are significant.

Table 4. Average Gap Score for Service Quality Dimension: Reliability

Expectations (E) Perception (P) Gap
Parameter t-value
Mean SD Mean SD (E-P)
When BOA promise to do something by a
certain time, they 5.84 1.29 5.18 1.34 0.66 4.348%*
Do
When a farmer has a problem,
BOA shows sincere interest in 5.79 1.33 493 1.34 0.86 5.225%
Solving it
BOA perform the service right
. . . 5.88 1.01 5.12 1.10 0.76 7.391%
The first time ( i.e zero defect service)
BOA provide the service at the
. . 6.17 0.89 4.97 1.18 1.20 9.122*
time they promise to do so
BOA insist on error-free records
. . . 6.25 1.00 5.31 1.13 0.94 8.705%*
(like details of your transaction)
Total 29.93 25.51 4.42
Average Gap score 0.88
Note:* = significant at 1% level, ** = 5% level
Table 5. Average Gap Score for Service Quality Dimension: Responsiveness
Expectations (E) Perceptions (P) Gap
Parameter t-value
Mean SD Mean SD (E-P)
Employees of BOA tell farmers exactly
. . 5.8 1.29 5.26 1.16 0.32 2.46%*
when the services will be performed
Empl f BOA gi t
TpIoyees o give promp 6.02 118 5.19 1.05 0.83 7.676*
Services to farmers
Employees of BOA are always willing to 577 1.08 5.00 122 0.77 5.634%
help farmers
Empl f BOA t
poyees o are neverioo 5.40 130 481 154 0.59 3.793*
Busy to respond to farmers’ request
Total 22.77 20.26 2.51
Average Gap Score 0.62

Note:* = significant at 1% level, ** = 5% level
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While assessing service quality dimension ‘Assurance’
(Table 6), it was found that the highest gap score between
expectation and perception of the farmers was 0.98 for the
service quality attribute instilling confidence in customers.
The t-test indicates that all the gaps are significant.

The highest gap scores of 0.90 exists for the service
quality attribute banks BOA have operating hours
convenient to all farmers, and the t-value indicates that all
gaps between expectation and perception of farmers are
significant except one (Table 7).

5.4. Average Weights Assigned to Different Service
Quality Dimensions

One of the limitations of unweighted average gap score
(presented in table 8) is that it gives equal importance to all
the service quality dimensions. But in real life, it is observed
that people do not give equal importance to all the service
quality dimensions. Hence, unweighted gap scores presented
in table 8 do not provide full information about the farmers’
satisfaction or dissatisfaction. Because, many a time farmers
do not give much importance to the factor which might be
highly dissatisfying or satisfying. Hence, the calculation and

adjustment of relative importance/weights attached to each
service quality dimension becomes important. And, without
it, our calculations do not provide full insight into the
situation. Table 9 presents average weights assigned by the
farmers to different service quality dimensions.

5.5. Composite Analysis

The composite data table (Table 10) provides all the
important data in a single table. It makes the comparison and
understanding easier to the readers. It is clear from the table
that reliability received an average score of 0.88. It is the
highest gap score among all the service quality dimensions.
Then comes assurance, responsiveness, empathy and
tangibles with gap scores of 0.86, 0.62, 0.56 and 0.32,
respectively. But, when the farmers were asked to assign
how much importance/ weight they attach to each service
quality dimension, assurance (0.25) was found to be the most
important service quality dimension for them (not reliability).
After assurance, reliability, responsiveness, tangibles and
empathy were important in a series with importance score of
0.23, 0.20, 0.17 and 0.15, respectively (tables 9).

Table 6. Average Gap Score for Service Quality Dimension: Assurance

Expectations (E) | Perceptions (P) Gap
Parameter t-value
Mean SD Mean SD (E-P)
The behavior of Employees of BOA
. . 6.04 1.10 5.06 1.29 0.98 7.006*
Instills confidence in farmers
Farmers feel save with their transactions
. 6.04 0.65 5.15 1.31 0.89 8.882*
with BOA
Employees of BOA are consistently courteous with 576 129 487 139 0.89 5.636*
farmers
Employees of BOA have the
requisite knowledge to respond to 5.84 0.87 5.16 1.39 0.68 5.458%*
farmers’ questions
Total 23.68 20.24 3.44
Average Gap Score 0.86
Note:*=significant at 1% level, **=5% level
Table 7. Average Gap Score for Service Quality Dimension: Empathy
Expectations (E) Perception (P) Gap
Parameter t-value
Mean SD Mean SD (E-P)
BOA gives farmers individual
. 5.38 1.55 4.90 1.31 0.48 2.740*
Attention
BOA have operating hours
. 5.98 0.86 5.08 1.32 0.90 6.332%
convenient to all farmers
BOA have employees who give
. 4.95 1.38 4.52 1.47 0.43 2.432%
farmers personal service
BOA have farmers’ best interest at heart. 5.07 1.60 4.55 1.40 0.52 3.211%
The employees of BOA understand
. 5.59 1.46 5.09 1.31 0.50 3.028*
The specific needs of farmers.
Total 26.97 24.14 2.83
Average Gap score 0.56

Note:*=significant at 1% level, **=5% level



American Journal of Economics 2015, 5(1): 29-36 35

Table 8. Unweighted Average Gap Score for Service Quality Dimensions

S/N Service Quality Dimensions Unweighted Gap Score
1 Tangible 0.32
2 Reliability 0.88
3 Responsiveness 0.62
4 Assurance 0.86
5 Empathy 0.56
Total 3.24
Unweighted Average Gap Score 0.64
Table 9. Average weights Assigned to Service Quality Dimensions
S/N Service Quality Dimensions Ave/r\asgs?g::(iights
i The Appearance of BOA physical facilities, equipment, 17
Personnel and communication materials (Tangibles)
) The BOA’s ability to perform the promised service dependably and accurately 23
(Reliability).
3 The Bank’s willingness to help customers and provide 20
Prompt service (Responsiveness)
4 The knowledge and courtesy of BOA’s employees and 25
their ability to convey trust and confidence (Assurance).
5 The caring and individual attention the Bank provides to farmers (Empathy) 15
Total 100
Table 10. Composite Data Table
Gap Un- . .
S/N Dimensions Expectation Perception Score Weighted We.lghts Weighted
E-p Score Assigned Score*
1 Tangibles 24.11 22.81 1.3 0.32 0.17 0.05
2 Reliability 29.93 25.51 4.42 0.88 0.23 0.20
3 Responsiveness 22.77 20.26 2.51 0.62 0.20 0.12
4 Assurance 23.68 20.24 3.44 0.86 0.25 0.21
5 Empathy 26.97 24.14 2.83 0.56 0.15 0.08

*Unweighted Score x Weights Assigned

After adjustment of unweighted average gap score with
relative importance or weights attached to service quality
dimensions, the final conclusion can be drawn. Assurance
received highest weighted gap score of 0.21. Reliability,
responsiveness, empathy and tangibles were critical with
weighted gap scores of 0.20, 0.12, 0.08, and 0.05
respectively.

6. Conclusions

The findings of the study reveal the strong and weak areas
in BOA services. Focusing on such areas would result in
increased satisfaction and loyalty among farmers. The study
concludes that farmers were relatively more dissatisfied with
the service quality dimension ‘assurance’. In other words,
assurance is the weakest area of BOA’s services with a
highest weighted gap score of 0.21, followed by reliability,
responsiveness, empathy and tangibles with weighted gap
scores of 0.20, 0.12, 0.08, and 0.05 respectively. This study

is useful in determining the weak point of such an important
bank- BOA’s services where immediate steps are necessary.
If such deficiencies are ignored, it leads to loss of reputation
and credibility and ultimate frustration of government
transformation agenda in agricultural sector.
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